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Notes to this document:

1. This document is based on the DIA water services delivery plan template. It has been populated by
the Waikato Water Done Well Programme team to reflect the information relevant to the Waikato
Water Done Well service delivery option.

2. As Waikato Water Done Well relates to two waters only, placeholders have been put into the below
for Councils to input for stormwater and section ‘D’ has been duplicated — with section ‘D’ specific
to WWDW drinking water and wastewater and a separate Section ‘D’ for Councils to populate for
stormwater.

3. The WWDW narrative in this document is premised on Waikato Water Done Well participating
councils (excluding Taupo DC) having passed a formal resolution to:

a. adopt Waikato Water Done Well as its service delivery option

b. establish the jointly owned limited liability company, Waikato Waters Limited (Waikato
Waters).

4. Use of the content of this document

a. To support shareholding councils® in completing their water services delivery plans and
ensure consistency in describing the Waikato Water Done Well delivery model, the Waikato
Water Done Well programme team has been instructed by councils to complete Parts A,
relevant parts of part (C)(1) and C(2) and Part D of the DIA template.

b. To this end, this document has been prepared and shared with participating councils.
Participating councils were asked to provide feedback and/or comments on the draft
document to sherryn.paterson@waipadc.govt.nz. A workshop to collectively address
council feedback and comments was held on 18 June 2025. This document reflects that
feedback.

c. Based on this, the Waikato Water Done Well information has been finalised. The agreed
process is that councils will transpose the relevant sections from this document into their
individual water services plan.

d. The content approved by the Waikato Water Done Well programme team MUST NOT BE
CHANGED BY COUNCILS after itis finalised other than to remove drafting notes and insert
factual data where indicated. Thisis to ensure consistency in how the model is described
and referred to across all participating councils water services delivery plans. This enables
DIA to approve each council’s plans without having to resolve inconsistencies as they relate
to Waikato Water Done Well.

L Although Taup6 DC is intended to be a shareholder in Waikato Waters, it has not yet formally adopted this model
as its delivery model and so this document does not apply to it.
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The objective sought is for each council to submit a separate water services delivery plan
but with consistent content in each. It may be that the water services delivery plans will be
submitted together to DIA. This is dependent on timing of council approvals and will be kept
under review over the coming weeks.
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Overview of plan

1. Asrequired by the Local Government Water Services (Preliminary Arrangements) Act 2024 (PAA),
this water services delivery plan is submitted to the Department of Internal Affairs (DIA) to
demonstrate council’s current and future commitment to delivering financially sustainable and
regulatory compliant water services.

2. In summary, the future services delivery model that has been adopted by this council is the
Waikato Water Done Well model (WWDW). This is the largest grouping of councils coming
together in the country. The Minister has recognised the leadership position that WWDW councils
have taken in implementing Government policy. The approach taken to agree this model has been
principle-based. Strong foundations for the model were set back in December 2024 with the
signing of a Heads of Agreement by seven councils.

3. Under this model, this council will transfer responsibility for the delivery of drinking water and
wastewater services to a water organisation that is jointly owned by the following councils:

e Hauraki District Council

e Matamata-Piako District Council

e Otorohanga District Council

e South Waikato District Council

e Waipa District Council

e Waitomo District Council

e Taupd District Council?
These councils (with the exception of Taupo District Council) are referred to as the WWDW
councils in this plan.

4. This plan is materially based on the DIA water services delivery template with the following
modifications:

e Inclusion of an introductory section: giving context to how Waikato Water Done Well came
into being

e The duplication of Section D: one covers drinking water and wastewater services (prepared
by WWDW for years 2027/28 to 2033/34) and the other covers stormwater services
prepared by South Waikato District Council.

2 Although Taupo District Council is a shareholder in the water organisation, it is under a particular share
structure (described later below) and it has not committed to transferring responsibility for water services to the

entity.
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Introduction to Waikato Water Done Well

1. The Waikato is known nationally for its leadership in managing water to help ensure better long-
term outcomes for the Waikato and Waipa rivers, Hauraki Coromandel rivers and Tikapa
Moana/Hauraki Gulf.

2. In July 2023, what is now referred to as Waikato Water Done Well was initiated by Waikato lwi
Chairs and Waikato Council Mayors3. From this, the combined forum of Waikato Iwi Chairs and
Mayors was formed (Joint Forum) and the Waikato Water Done Well programme of work was
mandated. Over almost the last two years, councils have reflected on how they can strategically
approach the delivery of water services to maximise both local and regional benefits.

3. Concurrently, under Local Water Done Well, all councils in New Zealand were required to
develop a financially sustainable and regulatory-compliant model for delivering water services to
their communities. Councils have been encouraged to consider how to meet the requirements of
Local Water Done Well, including whether creating a jointly owned water organisation is the
optimal structure for their communities.

4, To collectively address the identified common challenges, under Waikato Water Done Well,
Waikato councils co-designed a proposed model for the delivery of water services. This model is
centred around the vision of Te Mana o Te Wai, Te Mana o Te Tangata | Healthy Water, Healthy
People. The vision establishes a foundation for strategic, results-oriented water services
governance and delivery under which community benefits in the long term. The vision is captured
in the company constitution of Waikato Waters, which has been established to deliver on the
following strategic outcomes:

a) Financial sustainability: create scale and change (including through further Company
expansion opportunities) to enable the significant investment required to deliver
efficient and financially sustainable water services that comply with regulatory
requirements and enable urban and commercial development.

b) Leading workforce: create the conditions to build and sustain a highly skilled,
adaptable and world-leading water workforce that can innovate and collaborate to drive
outcomes for the part of the Waikato region serviced by the Company (and in
collaboration (where practicable) with other service providers in the wider region).

c) Customer focus: be customer-focused, leveraging new technologies, while also
building customer awareness of their role in the water system and the value of water.

3 This included the Chair of the Waikato Regional Council.
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d) Local influence: ensure local voice is represented in critical decision-making around
water investment and management across the region, including decisions in relation to
water takes and water discharges.

e) Delivering on expectations: meet the expectations of key partners and stakeholders
including those represented in Treaty settlements and applicable joint management
agreements.

f) Health and the environment: protecting public health and the environment.

At the core of the model is a move towards a catchment-based approach to the health of water.
By working together, there is the opportunity to get a better return on financial investment and
achieve better outcomes in terms of the health of water bodies.

Waikato Waters provides a future-focused opportunity that transcends boundaries, allowing
councils to show leadership in water services delivery for generations to come, with a unified
voice and increased scale. This strategic opportunity to work together for the benefit of
communities and the wider region was recognised during negotiations with reference to the
whakatauakt by the late King Tawhiao:

Following public consultation, each of the WWDW councils have adopted the WWDW service
delivery model and established the multi-council owned limited liability company, Waikato
Waters, for the purpose of providing drinking water and wastewater services across their
respective service area.

To manage the risk of multiple council businesses coming together in Waikato Waters, the
WWDW councils have agreed that they will transfer their respective water services business into
Waikato Waters in a staggered manner over a 12-month period from 1 July 2026 to 1 July 2027.
Although transfer will be staged, the framework for transferring will be consistent as each WWDW
council has committed via the Shareholders Agreement to:

a) entering into a template transfer agreement with Waikato Waters within an agreed
timeframe before a council is due to transfer its business to Waikato Waters

b) completing that agreement in accordance with set transfer principles.
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c) transferring its business into Waikato Waters on the stipulated date.
d) South Waikato District Council has resolved to transfer to Waikato Waters on 1 July
2026.

9. An objective of the WWDW councils is that, as part of the transition into Waikato Waters, there is
an opportunity for Waikato Waters (and its shareholding councils) to:

a) benefit from strategic relationships with Iwi partners to deliver on its purpose (and
identify cost effective solutions to resource consents); and

b) build upon existing co-governance entities / authorities of the region.
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Talk water

Part A: Statement of financial sustainability, delivery
model, implementation plan and assurance

1. Statement that drinking water and wastewater services delivery
is financially sustainable

Statement that water services delivery is financially sustainable

Financially sustainable water services provision

Drinking water and wastewater services

South Waikato District Council has determined that drinking water and wastewater services will be
provided in its district by it transferring responsibility to a multi-council owned water organisation.
The water organisation is a limited liability company with the name Waikato Waters. It was
incorporated on 24 July 2025. The company constitution is available online at
https://url.au.m.mimecastprotect.com/s/PAJ3CMwGJIcKDjOFwfqi8GtIV?domain=app.compani
esoffice.govt.nz. At the date of submission of this plan, Waikato Waters is equally owned by the
following councils:

e Hauraki District Council

e Matamata-Piako District Council

e Otorohanga District Council

e South Waikato District Council

e Waipa District Council

e Waitomo District Council

e Taupod District Council*

These councils and the company have entered into a shareholders’ agreement (SHA) documenting
their respective rights and obligations as shareholders. A copy of the SHA is attached as Appendix 1.

Waikato Waters is the delivery model that will deliver drinking water and wastewater services across
council’s service area in a manner that is financially sustainable by 30 June 2028.

The financial sustainability projected by Waikato Waters is supported by:

e Detailed financial modelling carried out to support council decision-making
e Anindependent review carried out by Brad Olsen of Infometrics
e Detailed information included in Parts B and Part D of this plan.

4 Although Taupd District Council is a shareholder in the water organisation, it is under a particular share
structure (described later below) and it has not committed to transferring responsibility for water services to the
entity.
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The findings of the independent review of the Waikato Water Done Well financial model by
Infometrics for drinking water and wastewater are that the model:

e Meets government requirements

e Reasonably reflects the financial benefits of collaboration means stronger negotiating power
e Enables costs to be spread over time (and users over time)

e Shows that water infrastructure can be debt financed, and most importantly saves money.

Transitional arrangements:

Albeit that the company has been incorporated, it is not yet operational (in terms of carrying out
waters delivery). An establishment plan has been developed to support reaching this operational
state (informed by an Establishment Strategy appended to the SHA). The target operational date of
Waikato Waters is 1 July 2026.

Each council committed to transferring its water services business into the entity will enter into a
transfer agreement which will have a completion date. The completion dates are staged with the first
three councils completing their transactions (and transferring their business) on 1 July 2026, a further
in October 2026 and the last two transferring on 1 July 2027.

The intended completion dates (also referred to as Agreed Transfer Dates) for each council are set
out in section 2 below. Until a council transfers its water services business into Waikato Waters, the
council remains responsible for the delivery of water services in accordance with its Long-Term Plan
or relevant Annual Plan. In addition, between now and the date of transfer, councils have made
contractual commitments in the SHA to continue to operate their water services in a manner that
complies with all statutory obligations and to engage with Waikato Waters in relation to matters that
are defined as “Major Decisions” (a framework for this is set out in a schedule to the SHA). This
ensures Waikato Waters is aware of any Major Decisions that occur between the SHA and the date a
business is transferred to it and so there are ‘no surprises’.

Waikato Waters will be governed by an independent Board of Directors who will provide governance
oversight in relation to the implementation of a detailed establishment plan and adherence to
shareholding council obligations to ensure the financially sustainable position is safeguarded.

South Waikato District Council can confirm that Waikato Waters is projected to meet the financial
sustainability requirements, in accordance with Part D (drinking water and wastewater), specifically:

e Proposed waters revenue is sufficient to cover the costs of delivering (and servicing of
increased borrowing capacity) the relevant services, including sufficient infrastructure
investment and best positions councils to meet increasing regulatory requirements.

e The proposed level of investment outlined in this water services delivery plan is sufficient to
meet the level of service, regulatory requirements and provide for growth. The proposed level
of investment can be funded through the forecast revenues and increased debt headroom.

)
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The ability to deliver the capital delivery programme is dependent upon the ability of the civil
contracting market to respond. As noted by Brad Olsen in his review of WWL, by aggregating
with other councils, there is greater negotiating leverage and Waikato Waters becomes a
more attractive contracting partner, as well as having the scale to drive future development
of the local supply chain.

e The projected borrowings for Waikato Waters are within the covenants WWDW understand
will apply to it under LGFA guidance.

Stormwater services

South Waikato District Council has determined that stormwater will be provided in its district as an
in-house delivery activity and will align with the legislation (once enacted) regulatory requirements
and be financially sustainable by 30 June 2028. Council may investigate alternative delivery
mechanisms in the future.

The financial sustainability projected by South Waikato District Council for the stormwater activity is
supported by:

e Detailed financial modelling carried out to support council decision making (viability and
sustainability report carried out by MartinJenkins and Beca)

e Detailed information included in Part B and Part D of this plan.

2. Proposed delivery model

Proposed model to deliver financially sustainable water services

The proposed model to deliver water services

Description of delivery model

As noted above, Waikato Waters is a limited liability company that is owned by the councils listed in
section 1. It is established as a water organisation within the meaning of the relevant legislation. As
a council owned entity, Waikato Waters is a council-controlled organisation (CCO).

The overarching purpose of Waikato Waters is to achieve specific strategic outcomes (as set out in
the Introduction section above) and provide consistent and improving water service levels and
resilience across the whole of the area serviced by it. The vision for establishing Waikato Waters is
Te Mana o Te Wai Te Mana o Te Tangata | Healthy Water Healthy People.

Waikato Waters provides the legal structure into which the relevant people, processes and systems
will transfer from each council (on their respective pre-agreed date) and start working together to
operationally deliver water services.
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The transfer of council businesses into Waikato Waters will be staggered. The date on which each
council (including this council) will transfer its business is:

Waipa DC Matamata-Piako DC Hauraki DC
South Waikato DC Otorohanga
Waitomo DC

In accordance with legislative requirements, the transfer of responsibility will be implemented
through a transfer agreement setting out the infrastructure, related assets and liabilities (including
debt) transferring from the council to Waikato Waters. There is also a process to transition identified
employees. The organisational structure is still under development and cannot be provided at this
time.

To ensure a smooth and safe transition of each council’s business into the CCO, planning for each
transfer will be undertaken in accordance with agreed principles and processes. A detailed
establishment plan provides the framework for ongoing preparation for the “go-live” date of 1 July
2026.

Within the Waikato Waters Shareholding Agreement (SHA), each council has acknowledged that the
success of Waikato Waters rests on each complying with their commitments to it and each other
(including the development and delivery of their respective water delivery plans). Further details of
what has been agreed are included, where relevant further below in this plan.

From the transfer date, Waikato Waters will become the water services provider responsible for
water services in councils service area. Further shares will be issued to council at that time based
on the total number of water connections in their service area. This will be reviewed in a manner set
out in the SHA to ensure the allocation of shares remains current.

The focus of the Waikato Waters in the first decade will be on building capability, capacity,
resilience and stability for future success. This water entity positions councils to work smarter for
customer and environmental benefits by changing how things are currently done to achieve better
outcomes for their communities.

(Y
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A diagram of the structure and a summary of the content of the SHA is included above.

Transition Board to be est.
Transition strategy including
Agreed Transfer Dates for
councils going to Stage 2
Agreed process for
determining Iwi involvement
in shareholder decision
making (SRF responsible)
Agreement on template
transfer agreement
Agreement on principles to
inform how transfer
agreement populated

SRF to confirm Transition
Budget

Agreement re Transition
Funding (which CCO to
repay once can borrow from
LGFA)

Agreement on principles re
stormwater as a service

COUNCILS ARE SHAREHOLDERS IN CCO
(Shareholders' agreement (SHA) sets out respective rights and obligations while also
anchoring CCO purpose to vision and strategic objectives)

SHAREHOLDER REPRESE 'E FORUM
(Council appoint representative [Mayor] to SRF)

! Asper SHA, ible for ¢
E decision making and holding Board to account
; (see next slide)

WAIKATO WATERS LIMITED

\

Responsible for operational and financial decisions and
implementing water services strategy
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Key SHA enduring content

= Clear on collective vision and
purpose i.e. very clear
direction on why CCO being
est.

Confirms shares held equally
initially (Stage 1)

Confirms further shares
issued (Stage 2) when
councils transfer business
into CCO as per agreed share
allocation

Lists matters shareholders
must make decisions on
(Reserved Matters) and how
Confirms who Shareholder
Representative Forum (SRF)
members are, role, terms of
reference

Consequences of breach of
SHA

Financial security to be
provided by Councils
Directors' appointment
process

SOE preparation process
New shareholders admission
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Why was Waikato Water Done Well chosen

With increased regulation and ring-fencing requirements, across several districts, rates affordability
is getting stretched. Furthermore, costs of infrastructure are rising and there is an increased need
for infrastructure to meet the growing population and for renewals.

Applying a long-term vision, the status quo is not sustainable.

In 2023, Waikato councils identified some common waters issues they were facing. This included
ageing infrastructure, population growth, rising costs, new regulations and limited funding options.
The response to this was to co-design a joined-up approach for drinking water and wastewater
services.

The genesis of Waikato Water Done Well was councils and lwi coming together to identify how to
collectively address shared challenges and maximise the ability to realise opportunities.

The financial modelling shows that an aggregated approach, bringing together water services across
much of the region, can deliver water services at a lower per-household cost than going it alone. In
addition to the financial benefits, Waikato Waters provides a future-focused opportunity that
transcends boundaries, allowing councils to show leadership in water services delivery for the
benefit of generations to come, with a unified voice and scale.

At the core of the model is a move towards a catchment-based approach to the health and
wellbeing of water. This is referred to as Smart Consenting. By working together, there is the
opportunity to get a better return on financial investment and achieve better outcomes in terms of
the health of water bodies and ensuring that public health is protected.

A significant factor in the design of the Waikato Water Done Well model has been its ability to
address local concerns and to be customer focused — this includes making water services
comparatively more affordable for the community, while meeting compliance standards. Two key
components to managing affordability are:

a) the long-term efficiencies that can be generated across operating and capital costs by
aggregating several councils’ water activities together. The efficiencies that can be achieved
from scale are greater than those that a standalone council can generate

b) the ability of Waikato Waters to access greater borrowing and so unlock additional financing
over and above what a standalone council can unlock. The access to higher debt levels
enables the cost of investments to be spread over long life assets (some of which have a
lifespan of 75-100 years) and across the generations who use them.
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Achieving statutory objectives is expected of all water services providers (whether it be a council or
a CCO). The design of the Waikato Water Done Well CCO aligns with the new water service delivery
model under Local Water Done Well. This means Waikato Waters is well positioned to meet the
statutory objectives of a water service provider and operate under the new water services system in
a transparent and accountable manner.

All councils will have to invest in operational change to align with the new water services system.
The Waikato Water Done Well CCO allows councils to strategically plan for this change in a way that
meets regulatory requirements but more so, enables the councils to collectively borrow more,
combine long-term work programmes to create efficiency and invest in infrastructure that is needed
now without having to increase rates significantly.

By taking a collective approach and being able to draw in and use a catchment of assets,
efficiencies can be gained. Through scale, the value of the work on offer to the contracting market is
also larger, meaning a jointly owned entity will have more leverage to negotiate with its suppliers.

In summary, this model was chosen as it is better for our people, our places and our communities:
better water and wastewater delivery

better public health and environmental outcomes

better affordability

better data and analysis

better value for investment

AN AN S A

better work planning

Water services revenue - ring-fenced and future revenue

Water services revenues for drinking water and wastewater will be ringfenced as this will be the sole
source of revenue for Waikato Waters.

Waikato Waters will only start to charge for drinking water and wastewater services once councils
have transferred their business into it. Accordingly, from a ring-fencing perspective, the following
stages will apply:

e 1 July 2025 to 1 July 2026: water services will be provided and charged for by councils in
accordance with council Long Term Plans or Annual Plans.

o From a council’s agreed date of transfer through to application of the first water
services strategy (no later than 1 July 2027): Waikato Waters will (subject to exceptions
set out in the SHA) implement pricing as follows:

— Maintain differential pricing across shareholding councils who have completed the
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transfer of their business)

— Ensure Drinking water and wastewater charges are no higher than forecast by the
shareholding council for the purpose of financial modelling (assuming the same
operating environment)

— Billing continues consistent with how the shareholding council currently bills.

e By December 2026 (i.e. 6 months before the first water services strategy is due)
shareholders will agree a combined Statement of Expectations to inform the water services

strategy.

e Acore shareholder expectation is that when setting prices in the first water services
strategy, the Board will target a price path lower than the status quo projected by a
shareholder in its enhanced status quo.

e No later than 1 July 2027: the water services strategy (including pricing) will be adopted by
the Board for the period up until 30 June 2030 (informed by Statement of Expectations).

Billing arrangements

Under the template transfer agreement, it is agreed that councils will bill customers on behalf of
Waikato Waters and collect charges including development contributions and development
agreements for drinking water and wastewater. The charges will then be passed to Waikato Waters
in accordance with the services agreement which forms part of the transfer agreement. This is
expected to be a short-term arrangement until the CCO implements its own billing system. Costs of
shared services will be ring-fenced by council and charged to Waikato Waters in accordance with

the terms of the service agreement.

Councils will bill using existing invoice templates and Waikato Waters will ensure that the amount
being charged for water is transparent and publicly available. It will also be published annually as
required by legislation.
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The proposed model to deliver stormwater services

Council is retaining stormwater activity and will continue to perform this service in-house.

Stormwater revenues are largely already ring-fenced from other council activities and will be
completely ringfenced and meet legislative requirements by 30 June 2028.

Stormwater revenue will continue to be billed and collected by South Waikato District Council
under the existing arrangements as a targeted rate consistent with the ‘Average Projected Charges
For Stormwater’ table on pages 85 and 86 (section D). The rate is implemented on a capital value

basis with no differentials for different property types.

Initially the focus for South Waikato District Council will be the transfer to WWDW for
drinking water and wastewater which is scheduled for 1 July 2026. Once that is complete
South Waikato District Council will focus on meeting legislative requirements for the
stormwater activity from 1 July 2026 to 30 June 2028.

3. Implementation plan

Implementation plan

Implementing the proposed service delivery model

e Waikato Waters has been incorporated with strong foundational documentation (SHA and
constitution) in place.

e By signing the SHA, the WWDW councils have contractually committed to:
e transferring their water business on an agreed transfer date

e completing a Transfer Agreement with Waikato Waters based on a common template that
will be populated in accordance with agreed transfer principles

e continuing to operate water services until their transfer date in compliance with statutory
obligations and their relevant LTP (or latest annual plan)

e between the date of signing the SHA and the date of transfer, engage with Waikato Waters in
relation to specific matters (set out in the Major Decisions schedule to the SHA) so that
councils and Waikato Waters are operating in accordance with the principle of no surprises

e Schedule 3 of the SHA includes the Establishment Strategy which sets out the
establishment objectives and principles to inform the establishment plan.

e Based on this, a detailed establishment plan has been developed and approved, together
with an establishment budget approved by the Shareholder Representative Forum. The
establishment plan includes a consistent approach to change management including
governance leadership, impact and readiness assessments, and regular monitoring and
management of change, and stakeholder management.

e Anindependent establishment Board has been appointed to provide governance oversight
over the establishment plan implementation.
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e An establishment team has been established with a single focus on ensuring all steps are
taken for Waikato Waters to become operational on 1 July 2026.
Albeit that each of the WWDW councils are submitting a single water services delivery plan, the
following matters are noted in relation to the joined-up approach to water services:

e Assets and debt associated with stormwater will remain with councils, but it is expected
that the Waikato Waters will undertake stormwater management functions under a service
agreement with those councils who seek this.

e Councils will continue to set the strategic priorities and direction for Waikato Waters. These
matters will be captured in the combined Statement of Expectations.

e Waikato Water has the following structure (which aligns with legislative requirements):

e Shares can only be held by a council: they cannot be sold or transferred and so the water
organisation cannot be privatised.

e Avisual of the ownership structure and how Shareholding Councils will hold the Waikato
Water Done Well CCO to account is included in section 2 above.

e Waikato Waters will be / is governed by a professional board of directors with the necessary
skills, knowledge and experience to guide it and contribute to the achievement of its
strategic outcomes and objectives.

e Other than the initial directors, all board appointments have been competency based
informed by a board skills matrix. A copy of the matrix agreed by councils is appended to
the SHA.

e A Shareholder Representative Forum has been established at which each council has a
voice. This forum is working with Iwi chairs to develop a proposal regarding their role in
shareholder decision-making for each council’s approval.

e Adecision-making framework has been developed to ensure there is clarity on:
o matters that will be brought to Shareholding Councils for decision making

o how the shareholders will make those decisions at the Shareholder Representative
Forum

o there is a strong emphasis on decisions being made by consensus. If consensus is
not achieved, then depending on the matter for decision making, voting is by number
of shareholders or percentage of votes or both.

e Waikato Waters sees the value in working with others at the right time. There is an agreed
process for other councils to join the entity as shareholders where all existing Shareholding
Councils agree.

e South Waikato District Council stormwater services will remain in-house and will be
financial sustainable by 30 June 2028 and meet legislative requirements.
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e Focus will be on transferring drinking water and wastewater services to WWDW by 1 July
2026, once complete South Waikato District Council will ensure the stormwater activity
meets required regulations. Note South Waikato District Council are working with regional
council on renewing stormwater discharge consents which are anticipated to be more
stringent than current arrangements and will need additional resources to comply with the
new consents moving forward.

4. Consultation and engagement

Consultation and engagement

Consultation and engagement undertaken

On 26 March 2025, the SWDC selected WWDW as its preferred Service Delivery Model for Drinking
Water and Wastewater services, in accordance with the Local Government (Water Services
Preliminary Arrangements Act) 2024. The Council also confirmed that SWDC will retain ownership
of the Stormwater activity and continue to deliver this service to meet legislative and regulatory
requirements. SWDC will work with WWDW to explore options for contracting the stormwater
service to them or to another provider.

Section 62 of the Local Government (Preliminary Arrangements) Act 2024 requires public
consultation on the preferred service delivery option and provides a streamlined process for this
purpose. At its February meeting, Council agreed to adopt this process.

Public consultation was held from 14 April to 12 May 2025. Key details of the consultation process
included:

e Physical copies of the consultation and feedback document were available at the Council
office and facilities in Tokoroa, Putaruru, and Tirau.

e The consultation document outlined both the preferred option and an alternative (the
enhanced status quo), although the alternative was considered unlikely to be viable.

e Online submission forms were made available on the Council website.

e Supporting documentation and analysis was also provided on the Council website.

e The consultation was promoted through a news article on the website, a series of posts on
the Council’s Facebook page, and a district-wide Antenno notification that remained

active for the full consultation period.

o The April issue of InTouch (Council’s publication which is distributed to all households)
prominently featured information about the consultation and how to provide feedback.
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A total of 54 submissions were received: 53 via the Council’s website and one by mail. Of these, 45
did not support the proposal, while 7 were in support.

After consideration of submissions Council adopted WWDW as its preferred Drinking Water and
Waste-Water Services provider on 25 June 2025.

WWDW is the outcome of 18 months collaboration by participating councils and the Iwi Chairs
Forum — initially begun as a conversation about how to better deliver water services across the
Waikato region.

The seven participating councils signed a Heads of Agreement in December 2024 to explore the
WWDW model so they could put it forward as ONE of the options being considered for the future
delivery of water services in their district.

Following public consultation, seven councils have adopted the WWDW service delivery model
and established the resulting entity®, Waikato Waters. The company will provide drinking water
and wastewater services across the service area of each of the councils once they transfer their
business to it. Taupo District Council has not committed to transferring its business to Waikato
Waters but is a shareholder of Waikato Waters in a limited capacity. This enables it to gain some of
the benefits of the waters CCO but also gives other councils the benefit of scale. They are keeping
water services delivery in-house until their decision is revisited within the next two years.

Each of the participating councils identified and assessed at least two options and made this
information available in their consultation documents.

None of the councils are intending to undertake any additional consultation on their chosen option
(other than Taupo District Council who has committed to reviewing its position in 2 years).

A generic website (www.waikatowaters.co.nz) supporting consultation was made available for all
councils and public to access more detailed WWDW information including the WWDW Heads of
Agreement, CCO proposal, financial modelling, and the background and legislative requirements
of LWDW.

5. Assurance and adoption of the Plan

Assurance and adoption of the Plan

> Again, noting that Taupo DC is a shareholder in a limited capacity.
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Council resolution to adopt the Plan

This plan was adopted by the Council on 30 July 2025. A copy of the resolution passed in relation
to the adoption of this plan is attached as Appendix 2. For completeness, a copy of the resolution
agreeing to the establishment of Waikato Waters Limited dated 25 June 2025 is attached as

Appendix 2
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In preparing this plan, council has been supported by MartinJenkins and Beca who have prepared
a viability and sustainability assessment for all three waters. This report supports the delivery of
stormwater activity which is not in scope of WWDW. Council will retain the activity in-house and

will meet financial sustainability requirements by 30 June 2028.

The scope of the services performed is included at Appendix 3.

In relation to drinking water and wastewater, Council has also been supported by the Waikato
Water Done Well programme team in the completion of specific aspects of this plan namely, Part
A, relevant Parts of C(1) and (2) and Part D (drinking water and wastewater). The risks to the
delivery of these water services are set out in the relevant section below, together with the
mitigating actions that are being taken. The ability to deliver on this water services delivery plan is
dependent upon these mitigating actions being effective. This will be a matter for the Board of
Waikato Waters and the executive leadership to drive. Waikato Waters has been created to put
each shareholding council in a better position to address the challenges than if it were to go it

alone.

Subject to the above, | certify that to the best of my knowledge, and after having made all
reasonable enquiry (including the assurance set out above), the information contained in this

water services delivery plan:

. complies with the Local Government (Water Services Preliminary Arrangements) Act 2024,
and
. is true and accurate.

-
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Signed:
Name: Susan Law
Designation:  Chief Executive
Council: South Waikato District Council
Date: 7 August 2025
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Part B: Network Performance

1. Investment to meet levels of service, regulatory standards and growth needs

Investment required in water services

Serviced population

Recently released Census 2023 data indicates the District had an estimated population of 22,071 in 2013, 24,042 in 2018, and has an estimated
population of 25,044 in 2023. Growth between 2013 and 2023 is about 13.5% across the District. It is anticipated that most of our growth will be in the
north of the District toward Tirau and Putaruru.

Infometrics indicates that the District has a current population of 26,000 as of June 2023. In 2031 our overall population is predicted to increase to
27,000

e Council manages six separate water supply schemes: four urban water supplies at Tokoroa, Putaruru, Tirau, and Arapuni, as well as two rural
water supplies at Lichfield and Athol with 7,982 serviced properties in 2024/25.

e Council’s reticulated wastewater collection, treatment and disposal systems serve the four urban areas of Tokoroa, Putaruru, Tirau and
Arapuni. These four physically separate systems collectively comprise about 8,000 connected properties serviced by 167km of reticulation
pipelines, 17 pump stations, and 4 treatment plants

e The stormwater systems service about 8,000 properties located in Arapuni, Tirau, Putaruru, and Tokoroa. The stormwater networks total
123km.

A medium growth scenario has been adopted for the district; this anticipates moderate but sustained growth over the next 30 years with an additional
9,929 population from 2023 to 2053. i.e. Population and dwellings growth is assumed to be growing by 0.9% in Tokoroa and 1% in Putaruru and Tirau for
the next 30 years.

== N 4
— #“ /‘437\;—:% TE KAUNIHERA A-ROHE O \\’/ aloql:ht w ///
hera & K inied o Waipad
HAURAKI te kaunihera &-rohe o (@ W 8I%|RC?}2CA)LTN%}IT 2 g'os::s}, GREAT LAKE TAUPO alpa Waltomo

DISTRICT COUNCIL dmlsgitgglgfg‘lpmko \&i‘_«// Taupb District Council DISTRICT COUNCIL District Council

Page 24 of 131



Let's
korero
wai

Talk water

Waikato
Water
Done Well

Table 1: Water Supply

Serviced population 17,467 17,642 17,818 17,997 181,76 18,358 18,542 18,727 18,915 19,104

Total residential connections 7,278 7,321 7,424 7,499 7,574 7,649 7,726 7,803 7,881 7,960

Total non-residential connections 704 711 718 725 733 740 747 755 762 770
Table 2: Wastewater

Serviced population 17,623 17,799 17,977 18,157 18,339 18,522 18,707 18,895 19,083 19,274

Total residential connections 7,343 7,416 7,491 7,566 7,642 7,718 7,795 7,873 7,951 8,031

Total non-residential connections 676 683 690 697 703 711 718 725 732 739

Table 3: Stormwater

Serviced population 16,963 17,133 17,304 17,477 17,652 17,829 18,007 18,187 18,369 18,552

Total residential connections

(rateable properties) 7,068 7,139 7,210 7,282 7,355 7,429 7,503 7,578 7,656 7,730

Total non-residential connections

(rateable properties) 941 950 960 970 979 989 999 1,009 1,019 1,029
Data Sources:
e Rateable properties 2024/2025, SWDC rates database, May 2025.
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2. Serviced Area and Asset Overview

Serviced areas

Water Supply

Council manages six separate water supply schemes: four urban water supplies at Tokoroa, Putaruru, Tirau,
and Arapuni, as well as two rural water supplies at Lichfield and Athol with 7,982 serviced properties in
2024/25. These schemes include 11 reservoirs, 8 bore/spring water sources, 6 treatment plants, and 283 km of
reticulation. Key Water source includes water sourced from groundwater and springs (including Putaruru’s
Blue Spring).

Three-quarters of the assets are buried, and hold water under pressure, making details of their location,
material, internal and external condition largely dependent on the original paper records because of the high
cost of investigation and testing.

The figure below provides a spatial presentation of water supply assets in the region.
Key Challenges include:

e Climate change and natural hazards

e Economic activity trends & Regulatory requirements
e Water demand

e Residential and Industrial growth in the District

e Universal water metering

e Water Allocation within the Waikato River catchment

e Tlrau water supply is flood prone.
l’\’
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Figure 1: SWDC Water Supply Network- -Property and services module — Local Maps
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Wastewater

Council’s reticulated wastewater collection, treatment and disposal systems serve the four urban
areas of Tokoroa, Putaruru, Tirau and Arapuni. These four physically separate systems collectively
comprise about 8,000 connected properties serviced by 167km of reticulation pipelines, 17 pump
stations, and 4 treatment plants. The oldest recorded components are dated 1935.

Key Wastewater discharges include the Whakauru Stream for Tokoroa, the Oraka Stream for
Putaruru and Tirau, and into the ground at Arapuni.

The wastewater discharge consents for all plants have recently been renewed which will require
additional upgrades to be made over time. The Putaruru Wastewater Treatment Plant is the first plant
scheduled for upgrades which are due in 2026 and are intended to improve nitrogen removal prior to
discharge. The figure below provides a spatial presentation all wastewater assets in the region.

Key Challenges include:

e Climate change and natural hazards

e Economic activity trends & regulatory requirements

e Reduce inflow and infiltration to the network

e Management of trade waste

e Compliance with higher discharge consent requirements

e Residential and Industrial growth in the District

e Putaruru Wastewater Treatment Plant to be rebuilt to meet new consent conditions.
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Figure 2: SWDC Wastewater Network- -Property and services module — Local Maps

Stormwater

The 123km of stormwater collection networks and disposal schemes service about 8,000 properties
in the communities of Arapuni, Tirau, Putaruru, and Tokoroa. Stormwater is collected from properties
and roads and directed to local streams. Outside the four townships stormwater, from and under
roads, is managed by the land transport activity.

Key stormwater discharges include four urban stormwater drainage schemes discharging into the
Whakauru Stream, Matarawa Stream, Oraka Stream and Waikato River (Tokoroa, Putaruru, Tirau and
Arapuni).

Key Challenges include:

Climate change and natural hazards

Economic activity trends & regulatory requirements

Flood hazard identification

New consent condition compliance linked to Catchment Management Plans (CMP's) and
associated implementation plan requirements)

e Increasing number of green infrastructure and associated operational and maintenance
requirements.
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Figure 3: SWDC Stormwater Network- -Property and services module — Local Maps
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Unserviced Areas

Outside of the service areas outlined above the properties are rural and are predominately serviced by
individual rain tanks for drinking water and septic tanks for wastewater disposal.

There are several small communities with non-council wastewater disposal schemes associated
with the settlements at Lichfield and Athol. Other areas, Lichfield and Tirau Fonterra, Schools at
Lichfield, Kuranui and Waotu and Marae at Ngatria, Ongaroto, Pikitu, Mangakaretu, Whakaaratamaiti
and Rupapeka and the Okoroire Hotel. These areas may also have smaller scale community water
supplies.

There are no plans to change the current arrangement.
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Levels of Service

The following tables summarise performance against levels of service and non-financial DIA mandatory performance measures.

Water Supply

e All Council water supplies have the plant/equipment available to be compliant with Part 4 and Part 5 of the drinking water standards. The FY24 compliance
with the Quality Assurance Rules for Protozoa is shown below. Non-compliances are due to significant data loss. Now that the Scada/telemetry project is
completed this will improve.

o The targets for resolution and attendance of urgent callouts is met.
e The Council has a work program to investigate water loss from the networked reticulation system.

e There have been few complaints for the last five financial years. The proposed mitigation options include identifying trends of complaints, surveys to gauge
satisfaction with services and prioritise projects to address concerns.
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Table 4: Water Supply Levels of Service Performance

reticulation network

The percentage of real water loss from the local
authority’s networked reticulation system (including a
description of the methodology used to calculate this)

15%-20%

Safety of drinking DIA Mandatory measure: Achieved All schemes are compliant All schemes are compliant

water The extent to which the local authority’s drinking water with Part 4 and Part 5 of the with Part 4 and Part 5 of the
supply complies with: Part 4 and Part 5 of the drinking- DWSNZ as per upgrade plan. DWSNZ as per upgrade plan.
water standards (protozoal compliance criteria).

Maintenance of the DIA Mandatory measure: Achieved, <20% The water loss from Council's

reticulation network will be no
more than 20%.

Fault response times DIA Mandatory measure: Achieved Response times: Response times:
Where the local authority attends a call-out in Urgent call-outs (95% within < Urgent call-outs (95% within <
response to a fault or unplanned interruption to its 1hr) 1hr)
networked reticulation system, the following median Non-urgent call-outs (95% within | Non-urgent call-outs (95% within
response times are measured: <5 working days) < 5 working days)
Time between call and site attendance for urgent and Median resolution times Median resolution times
non-urgent call-outs: Urgent call-outs (95% within < Urgent call-outs (95% within <
Time between call and actual resolution of urgent and 24hrs) 24hrs)
non-urgent call-outs Non-urgent call-outs (95% within | Non-urgent call-outs (95% within

<10 working days) <10 working days)
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Customer
satisfaction

DIA Mandatory measure: 1
The total number of drinking water complaints per 1000
connections received by the local authority about any
of water clarity; water taste; pressure or flow;
continuity of supply; and the local authority’s response
to any of these issues

Demand Average consumption of drinking water per day per Achieved, 500L per person per day 500L per person per day
Management resident within 388L/p/d
the South Waikato District
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Wastewater

e Council met the targets of the number of dry weather sewerage overflows in the last five financial years.

e The targets for resolution and attendance of sewage overflow callouts is met.

e Council has not received any notices or convictions in the last five years.

Table 5: Wastewater Levels of Service Performance
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Talk water

Safe, reliable wastewater The number of dry weather sewerage overflows from the territorial authority’s sewerage Achieved, <21 <21
treatment and disposal system | system, expressed per 1000 sewerage connections to that sewerage system (DIA 19
which minimises public health measure).
risks and environmental Compliance with consents for discharge from the Council’s sewerage system measured 0 0 0
impact. by the number of:

a) Abatement notices

b) Infringement notices

c) Enforcement orders

d) Convictions, received by council in relation to those resource consents (DIA

measure).
We will provide emergency Where the territorial authority attends to sewerage overflows resulting from a blockage or Achieved 95% within 95% within
response to sewage overflows, | other fault in the territorial authority’s sewerage system, the following median response 1lhr 1lhr
to minimise risk of safety to times are measured:
persons or damage to a) attendance time: from the time that the territorial authority receives notification
property. to the time that service personnel reach the site (DIA measure).
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We will provide satisfaction to
our customers

Where the territorial authority attends to sewerage overflows resulting from a blockage or
other fault in the territorial authority’s sewerage system, the following median response
times are measured:

b) resolution time: from the time that the territorial authority receives notification to

the time that service personnel confirm resolution of the blockage or other fault
(DIA measure).

The total number of complaints received by the local authority for any of the following:
(a) Sewage odour;
(b) Sewerage system faults
(c) Sewerage system blockages
(d) The council’s response to issues with the sewerage system.

These are expressed per 1,000 connections to the council’s sewerage system (DIA
measure).

Achieved

Achieved

95% within
24hr

95% within
24hr
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Stormwater

e The number of complaints have been well within targets for the last five financial years.

Table 6: Stormwater Levels of Service Performance
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The number of flooding events that occur in a territorial authority district (DIA measure).
A flooding event refers to an overflow of stormwater that enters a habitable floor (meaning a Achieved <5 <5
building, including a basement, but does not include garden sheds or garages).
For each flooding event, the number of habitable floors affected. (Expressed per 1000 properties .
- - Achieved <7 <7
connected to the territorial authority’s stormwater system.) (DIA measure).
The 3-year rolling average for the major flood protection and control works that are maintained,
repaired and renewed in-line with Council's activity management plan, asset management plan,
P ¥ & P & P New Measure TBC TBC
annual works program.
New Measure
Provision of a safe and [h " ] - ; " - faul
reliable stormwater system T te me t|.an rteszonse ~T'Imis or cat outstlin rlestponse tto a :u tor t - . Achioved " "
which minimises fooding and |dn grrup ]llon do ou:uDsI: ormwater reticulation system does not exceed four hours of notice chieve <4hrs <2hrs
environmental impact. uring a flood event. ( measure).
The number of complaints received by a territorial authority about the performance of its
stormwater system, expressed per 1000 properties connected to the territorial authority’s Achieved <7 <7
stormwater system (DIA measure).
Council’s stormwater compliance with resource consents for discharge from its stormwater
system measured by the number of:
a. abatement notices; .
e . Achieved 0 0
b. infringement notices;
c. enforcement orders;
d. convictions received in relation to those resource consents (DIA measure).
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Assessment of the current condition and lifespan of the water services network

Table 7: Asset Current Condition and Network Lifespan

Average age of Network Assets 45 years 56 years 47 years
Critical Assets 6 Treatment Plants, 10 Reservoirs, 2 4 Treatment Plant, 17 Pump Stations, 123km collection networks and
tanks, 8 bore water pumps, 283km 167km reticulation disposal schemes
reticulation
Above ground assets
1. Treatment plants 6 water treatment plants 4 wastewater treatment plants Zero stormwater pump stations
2. Percentage or number of above ground assets with a Condition based on age, supplemented | Condition based on age, supplemented by Not Applicable
condition rating by visual inspection visual inspection
3. Percentage of above ground assets in poor or very poor 3% <1% Not Applicable
condition
Below ground assets
4. Total Km of reticulation 283km 167km 123km
5. Percentage of network with condition grading 100% based on age 100% based on age; 5km CCTV per year 100% based on age
6. Percentage of network in poor or very poor condition 37% 1% 1%
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Average Age

Renewals planning for pipes is determined mostly on the theoretical end of life of the asset.
Hydraulic modelling has been used to determine if an asset is required to be upsized to account for
growth.

Condition of Network Assets

1. Based on age, over 50km of water main pipe are due for replacement, with another 65km
needed to be replaced in the next 10 years. Most pipes requiring replacement are made from
AC. Many treatment plant assets have been installed more recently and are generally in good to
excellent condition. Condition surveys of Council’s reservoirs indicate that they are generally in
fair condition, however improvement of seismic resilience of reservoirs and treatment plants
has been identified.

2. Basedon age, 17km of the wastewater network is due for replacement within the next 5 years,
with another 32km by year 10. These pipes are mostly in Tokoroa. Pump Stations and
Wastewater Treatment Plants have been maintained to a high standard with an ongoing
inspection program and timely replacement of mechanical and electrical equipment.

3. The stormwater network has a small proportion of pipes that have already reached the end of its
assessed life based on age, with few pipes due for renewal over the next 10 years. The majority
of the stormwater network pipes have a remaining useful life of over 30 years. Condition
assessment information is not available.

Critical Water Services Assets

Critical assets are those assets which have the highest consequences in terms of disruption in
services and financial, environmental and social cost should they fail.

Water Supply

e Criticality matrix identifies the following as part of list of critical assets for Water Supply:
Backflow preventers, Facilities (SCADA), trunk mains and facilities, Public health services,
water supply adjacent to sensitive infrastructure, Fire hydrants and valves, PRVs, Water Aerial
pipes, Single feeds, ground conditions requiring extra stabilization.

e Point assets such as valves and tobys have not been assessed for criticality. An improvement
action is to identify which point assets are critical.

e Highest risk Pipeline assets: 1 % (combined length 2,680 m) of water pipeline assets are High
Criticality and are in Very Poor Condition. These are all Asbestos cement pipes and are
programmed to be replaced in the renewals program.

Wastewater

e Criticality matrix identifies the following as part of list of critical assets for Wastewater (Asset
Criticality and Risk Process Report, Waugh Infrastructure Management, 2007): Proximity to
water intake, Trunk mains and facilities, proximity will result in overflow to waterway, aerial
sewers, WW adjacent to sensitive infrastructure, facilities Pump stations, WW for main
shopping CBD.
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Stormwater

e The Stormwater activity assets in this category are: Large diameter Stormwater pipes and
channels, Stormwater treatment devices, Assets with critical customers.

e Criticality matrix identifies the following as part of list of critical assets for Stormwater
(Asset Criticality and Risk Process Report, Waugh Infrastructure Management, 2007): Pipes
draining design overland flow path/retention area, SW reticulation where no overland flow
path, stormwater discharge points, SW adjacent to sensitive infrastructure, SW servicing
CBD, Ground conditions require extra stabilisation.

Management approach
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Existing and proposed service delivery mechanisms
Existing Service Delivery

All water supply maintenance activities for physical works and repairs are currently carried out by

the Water Services Section.

Capital delivery of projects is undertaken by the project delivery team within the Service Delivery

Group.

Outsourced delivery: Co-Lab shared services provides analysis for water, wastewater and
stormwater and trade waste. Specialist contractors are used for electrical and telemetry/SCADA

work. Capital projects are provided by consultants and contractors.

Planning & Operations &
Activit Capital Deli
Sy Management Maintenance it
Inhouse
Water supply Inhouse

Laboratory services
are carried out by

K Outsourced
Colab shared services ;
Wastewater Inhouse (Inhouse project management)
Electrical and

telemetry, CCTV

030 - : i inspections and
ormwater nhouse Backflow testing

external delivery

Proposed Service Delivery
Proposed service delivery mechanisms are described below.

From 1 July 2026 the service model will be the responsibility of Waikato Waters for those councils

who have transferred their water supply and wastewater services business at that date.

From 1 July 2026, stormwater services will continue to be provided by South Waikato District

Council with ringfencing in place no later than 1 July 2027.
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Existing and proposed asset management systems

Proposed Asset Management Strategy

From 1 July 2026 the water supply and wastewater service model will be the responsibility of
Waikato Waters. As part of the establishment phase Waikato Waters will be developing and
implementing an asset management policy and strategy. The Asset Management Policy will be
Waikato Waters commitment to manage its assets. It will describe the principles and
responsibilities that the entity applies to its asset management practices. Implementation of the
Asset Management Policy will support the delivery of Waikato Waters strategic outcomes. The
Strategy will guide how the entity will manage assets, in order to deliver drinking water and
wastewater services to the community. It will set asset management objectives and describe the
asset management system.

For stormwater asset management the existing systems that are in place will remain to deliver the
stormwater activity.

Existing Asset Management Strategy

Asset renewal is major work which restores, rehabilitates, replaces, or renews an existing asset to
extend its economic life and/or restore its service potential. Work over and above restoring an asset
to its original capacity is classed as development work. Renewals may be carried out for two
primary reasons:

In South Waikato District, the decision to renew an asset is based on:

Asset management systems:

Maintain the asset service potential — this may be either the quality of service or reliability of
service.

Minimise the whole lifecycle cost of the asset.

Criticality (consequence of failure)
Condition (and therefore remaining useful life)
Performance

Value.

Council operates an asset management system (AssetFinda) for maintaining an up-to-date
inventory of assets, expected useful lives, age, condition and performance assessment,
renewal timeframes, installed cost, replacement cost and maintenance history.

AssetFinda is used to manage and produce asset inventory reports. It is integrated with
ArcGIS to permit geospatial input, querying and reporting. Financial modelling using the
asset register data, reports can be produced for high level asset groups (“lines, points and
plant”), monthly depreciation for additions and deletions as well as summaries since the
last revaluation. Asset Group data can be filtered from the standard report by output to, and
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manipulation in, a spreadsheet.

e The default valuation process used by AssetFinda is capable of recognising asset condition,
extending the life of the asset if appropriate, and recalculating revised depreciated value
and annual depreciation.

Supporting existing asset management policy or framework

Council’s Asset Management Policy ensures that Council's service delivery is optimised to deliver
agreed community outcomes and levels of service, manage related risks, and optimise expenditure
over the entire lifecycle of the service delivery, using appropriate assets as required. The Policy sets
the appropriate level of asset management practice for three waters activities and requires that the
management of assets be in a systematic process to guide planning, acquisition, operation and
maintenance, renewal, and disposal of the required assets. In the Policy, asset management
principles and implementation strategy are developed to guide asset management planning,
decision making, action plans, and improvement programmes for three waters activities.

Council developed an Asset Management Improvement Plan for three waters activities. It includes
the following tasks: Asset Register Data, Information Systems, Asset Performance and Condition
Assessment, Asset Management Policy and Strategy, Levels of Service and Performance
Management, Demand Forecasting, Risk Management, Decision Making.
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Existing Asset management maturity assessment

In 2025, South Waikato Council staff carried out a self-assessment using the International
Infrastructure Management Manual 2020 (IIMM) asset management maturity framework. The figure
below shows the results of the asset management maturity assessment in 16 areas.

AM Maturity Assessment

o South Waikato District Council: 2025 —Target

IIMM 2.1 AM Policy and Strategy
1IMM 4.6 Audit and... ?g 1IMM 2.2 Levels of Service and...

1IMM 4.5 Service Delivery... 1IMM 2.3 Forecasting Demand

IIMM 4.4 Asset Mangaement... 1IMM 2.4 Asset Register Data

IIMM 4.3 Management Systems 1IMM 2.5 Asset Performance...

1IMM 4.2 Asset Management... 1IMM 3.1 Decision Making

1IMM 4.1 Asset Management... 1IMM 3.2 Managing Risk

IIMM 3.5 Financial Planning 1IMM 3.3 Operational Planning
1IMM 3.4 Capital Works Planning

Areas identified for improvement include:
e Asset performance and condition
e Formal Decision-making technique
e Managing risk and resilience
Council proposes the following work in the three focus areas identified for improvement:

e Quality of asset information and confidence therein - Further work is planned to develop the
"Condition" and "Performance" characteristics in AssetFinda to improve confidence in
assessing remaining life. This is particularly useful for underground assets that cannot
easily be examined.

Auditing of assets. Inspection and updating asset attribute data and geospatial location in
asset system of above ground assets, pumpstations and below ground point assets.

e Electronic recording of maintenance activities — Developing processes that facilitate
recording and transfer of maintenance information to the asset management system
(AssetFinda). This will be more efficient and effective than the existing paper-based system.
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Statement of regulatory compliance

Table 8: Water Services Summary of Regulatory Compliance

Parameters

Drinking water supply
e Bacterial compliance (E.coli)
e Protozoa compliance
e Chemical compliance
e Boiling water notices in place
e Fluoridation
e Average consumption of drinking water
e  Water restrictions in place (last 3
years)
e  Firefighting sufficient

Drinking supply schemes

Yes

No. This is currently being addressed by upgrades
Yes, proven by telemetry system.

No

In Tokoroa Water Supply only

388L/p/d

Level 1 and 2 restrictions used each year.

Yes, for Tokoroa, Putaruru and Tirau, Arapuni has not
been modelled

Wastewater schemes

n/a

Stormwater
Schemes/catchments

n/a

Resource Management
7. Significant consents (note if consent is
expired and operating on $124)

Water Supply consents:

Tokoroa Elizabeth Park Bores (130334.01.01)
Putaruru Glenshea Bores (122363

Putaruru Blue Spring (131427.01.01)

Tirau Oraka Spring (144316.01.01)

Arapuni Bores (125251)

Arapuni Discharge (125252)

Lichfield (940284)

Discharge consents:
Tokoroa (140055.01.01)
Putaruru (140126.01.01)
Tirau (140124.01.01)
Arapuni (140049.01.01)

Comprehensive Stormwater
Discharge Consents
(105044,105045, 105047,
125257)

Bridge and Culvert Consents
(920156, 920157, 920159,
105872, 107,293, 109838,
109839, 110562, 113943,
112477,104227,

8. Expireinthe next 10 years 5(130334, 122363,125251, 125252, 940284) 0 4(105044,105045, 105047,
125257 )
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Table 9: Water Services Summary of Regulatory Compliance (continued)

Stormwater

Parameters Drinking supply schemes Wastewater schemes
= =REY Schemes/catchments

9.

10.Non-compliance:
11.  Significant risk non- | O 1 0
compliance
12. Moderate risk non- 0 0 0
compliance
Low risk non-compliance 2 2 4

Active resource consent 0 0 4
applications

13.Compliance actions
(last 24 months):

14.  Warning 0 1 0

15.  Abatement notice 0 0 0

16. Infringement notice 0 0 0

17. Enforcement order

18. Convictions 0 0 0
0 0 0

Further guidance on regulatory compliance measures is provided at the end of this section.
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Resource Consents Overview

Council currently has 15 key consents across the district for three waters. There have been some
issues with low and moderate risk non-compliance for wastewater and stormwater discharges.
Council is working with WRC to improve the level of compliance with consent conditions and respond
to the formal warning received for Tokoroa WWTP discharge on 4 September 2024.

The new stormwater consents are likely to require a more holistic management and consideration of
stormwater quality. Current non-compliances relate to updating management plans and evidence of
inspections. Budget has been allocated to be able to rationalise the stormwater consents moving
forward.

Water supply non-compliance generally relates to data collection. Budgets are provided for the water
take consent renewals. With water demand generally stable, significant increases to allowable takes
are not expected to be required. Investigation of alternative water sources for Tirau is planned in FY25
to provide additional capacity for expected growth.

Drinking water standards/rules compliance

All supplies have the plant/equipment available to be compliant with Part 4 and Part 5 of the drinking
water standards. The FY24 compliance with the Quality Assurance Rules for Protozoa is shown below.
Non-compliances are due to significant data loss. It is anticipated this will be resolved once the
Scada/telemetry project is completed which is underway.

Council takes proactive measures to mitigate potential negative effects associated with water supply
management. Regular water testing is conducted to ensure compliance with drinking water standards,
preventing potential illnesses from treatment system failures. No E coli was detected in samples
collected in the FY24.

“ M“ e °°’"P"°"ce

S 00027, Billah Non-compliant

Tok Bore 2 G01752

Glenshea 2 G01657 . 2

Reservoir Street Non-compliant

Glenshea 3 G01812
Waihou G00029 Waihou Non-compliant
Oraka Spring G00030 Oraka Non-compliant
e e Arapuni Non-compliant

Arapuni AS G02106
Lichfield Bore G00435 Lichfield Non-compliant

Athol CCH Kinleith Compliant
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Risk Management - Water sources

The Water Services Act 2021 requires South Waikato District Council (SWDC) to develop and
implement a Source Water Risk Management Plan (SWRMP) as part of its drinking water safety plan.
The purpose of the SWRMP is to outline the hazards and risks associated with the water that they
abstract to use as drinking water and how these will be managed.

The points considered about the source water at each stage of the planning and implementation
process where:

e Understand the drinking water source

e Identify the hazards

e |dentify how the hazards can create risk

e Manage the risks by setting controls

e Identify how to respond

e Implement the measures to control the hazards
e Monitor, processes and report results

e Review the effectiveness of the plan

A drinking water supplier in carrying out their duties must also:

o Give effect to Te Mana o te Wai under their obligation to the Water Services Act

e Identify how they give effect to the source catchment values as per the National Policy
Statement for Freshwater Management

e Present an external stakeholder engagement plan that could be adopted to manage source
water risks identified in this assessment

Effective drinking water safety planning is about identifying all potential hazards and hazardous events
that could affect drinking water, assessing the likelihood and consequences of these, and
implementing suitable controls to reduce the risk of the hazard/event causing harm.

Stakeholder engagement is key to ensuring this plan is fit for purpose. While many views and opinions
from the stakeholders will be the same, each will bring a unique view to the table for consideration
helping to ensure the plan is more robust.

DISTRICT COUNCIL district council
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Stakeholders for this plan are as follows:

e Raukawa (itis important to note that the Te Waihou Spring is taonga for Raukawa who have
enjoyed a special relationship with the waters for more than 500 years)

e Department of Conservation
e Fish and Game

e Taumata Arowai

e Waikato Regional Council

e Farm owners who boarder the water supply/track

District Catchment

The dominant land uses in the catchment are dairy, sheep and beef, native forest, and forestry. High
country sheep and beef is found predominantly in the hills east of Tokoroa and Taupo. Dairy dominates
central Waikato. Native and plantation forest is mainly in the south-eastern Upper Waikato catchment
area. Each land use activity is outlined in the SWRMP along with trends and mitigation activities such
as riparian management taking place across the district. A special characteristic for the Tokoroa area
is the number of dairy conversions which have taken place over the last 20 years which has seen the
amount of nutrient loading in streams increase.

Source Waters
Tokoroa - Elizabeth Park Bores and Billah Street Headworks:

The Elizabeth Park bores are located on Elizabeth Drive, Tokoroa. The bores field consists of two bores
which are referred to as Elizabeth Park 1 and 3. The bores draw water from the Whakamaru Group
aquifer. The primary water quality concerns are microbiological - protozoa, and bacteria/viruses. The
Elizabeth Park bore water is low in turbidity and colour. Quality is also relatively constant.

The Billah Street plant is off Billah Street, Tokoroa. The Billah Street headworks received raw water from
the two bores, and it is treated with pH correction, fluoride, chlorine and ultra violet light prior to been
pumped to Colson’s Hill Reservoirs.
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Putaruru - Te Waihou/Blue Spring and Headworks:

The Te Waihou/Blue Spring and Headworks are located on the Te Waihou Walking Track, Leslie Road,
Putaruru.

The Blue Spring is on the true right bank of the Waihou River. The ground elevation at the Blue Spring is
approximately 125m above mean sea level. The Blue Spring is a natural flowing spring of artesian nature
and flows through fractured volcanic ignimbrite rock. It ponds on the surface in the natural cavity. The
water from the cavity overflows into the Waihou River a few metres away from the Spring. Itis estimated
the Spring discharges 58,890m3/day.

The primary raw water quality concerns are microbiological - protozoa, and bacteria/viruses. The spring
and river water are low in turbidity and colour and of a good quality.

A pipe is installed underneath the Waihou Riverbed to take water from the Spring which supplies the
Waihou Headworks where the water flows through cartridge filters, treated with ultraviolet light and
chlorine. Leaving the headworks the water is pumped to the Pinedale Reservoirs and feeds the
Putaruru township from the southeast end of town. It also supplies the water bottling companies
based in Putaruru.

The Blue Spring has a special characteristic of being located along a public walkway where people
come to view the pristine river and the water quality.

Putaruru - Glenshea Bores and Reservoir Street Headworks:
The Reservoir Street plant is off Reservoir Street, Putaruru.

The bores abstract raw water from a common unconfined aquifer. Glenshea Bore 2 and Bore 3. The
primary water quality concerns are microbiological - protozoa, and bacteria/viruses. The Glenshea
bore water is also of a good quality.

Bore 2 is normally in service with Bore 3 used as a backup standby well and to provide additional flow
to meet peak water demand during the summer period.

The Reservoir Street Headworks is located within proximity to the bores. The water passes through
cartridge filters, treated with ultraviolet light and chlorine prior to storage in the reservoirs and feeding
the northern part of the Putaruru township.

Tirau - Oraka Spring and Tirau Headworks:

The Tirau water supply draws water from the Oraka Spring which is located on the banks of the Oraka
River on the southeastern edge of the Tirau in the Tirau Domain. The spring is adjacent to and above the

Sy \ 4
; ﬁx‘ /{3 = m TE KAUNIHERA A-ROHE O \\’/ \?Vc;l'js;t w /J/
i i N ) O inled ° ina
HAURAKI  rerounineraaioneo R B DCROHANGE District GREATLAKETAUPO  Waipad Wartomo

DISTRICT COUNCIL mﬁi‘?gﬁﬁi’,} piako & = Taupd District Council DISTRICT COUNCIL District Council

Page 48 of 131



Waikato
Water
Done Well

Talk water

level of the stream.

Because the Oraka headworks abstracts raw water from the Oraka Spring, the primary water quality
concerns are microbiological - protozoa, and bacteria/viruses. The Oraka Spring water is low in
turbidity and colour. Quality is also relatively constant compared to surface waters.

The abstraction pipe is positioned where the spring comes to the surface. The spring is surrounded in
concrete and covered. The spring overflows via a free outfall from the concrete structure into the
stream, protected by a flap valve. The water is drawn through steel pipe by surface pumps to the
treatment plant. Treatment consists of cartridge filtration followed by UV disinfection, and chlorine
disinfection prior to storage in the two reservoirs located on Fairview Street, Tirau.

A special characteristic for the Tirau Water Supply is it sits with the Tirau Domain which is a popular
walking area. There has been a significant amount of riparian planting in recent years.

Identified Risks and Hazards

Due to the headworks been flooded in the last 20 years, the water supply is to be relocated. This
project will involve a new bore and moving the headworks. The proposed new site is near the existing
reservoirs.

Arapuni - Bores and Arapuni Headworks:

The Arapuni bores and plant is behind 1377 Arapuni Road, Arapuni. The Arapuni headworks abstracts
raw water predominantly from one bore, A101 (Arapuni A4 and A5 are no longer in-use but can be
brought back online after testing to ensure the water is fit for purpose). The primary water quality
concerns are microbiological - protozoa, and bacteria/viruses. The Arapuni bore water turbidity and
colour is impacted by naturally occurring iron and manganese. Quality is relatively constant compared
to surface waters following an initial flush of the bore upon plant start-up. The treatment plant uses
green sand filtration, cartridge filtration and UV disinfection, with separate chlorine dosing.

A special characteristic for the Arapuni Water Supply is it location next to the Waikato River Trails which
is a popular walking and biking area.

Lichfield - Bore and Headworks:

The Lichfield plant is on the intersection of Ngatira Road and SH1, Lichfield. The Lichfield headworks
abstracts raw water from the Lichfield bore. The primary water quality concerns are microbiological -
protozoa, and bacteria/viruses. The Lichfield bore water is low in turbidity and colour. Quality is also
relatively constant.

The Lichfield water supply has one treatment plant drawing from the Lichfield bore. The treatment
plant uses cartridge filter and UV disinfection plant, with separate chlorine dosing.
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Athol Water Supply:

The Athol supply is located to the south of Tokoroa and feeds small lifestyle blocks and the industrial
area surrounding the Kinleith Mill. Water is purchased from Qji Fibre Solutions each month by Council.
Oji own the bores and treatment plant and are responsible for the source water and water treatment.
Oji are registered with Taumata Arowai and conduct their own reporting.
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Capital expenditure required to deliver water services and ensure that water services comply with regulatory requirements

Table 10: Projected Water Services Investment to 2034

Drinking Water
Capital expenditure - to meet additional demand 341 2,398 7,075 5,948 566 7,528 7,651 - - -
Capital expenditure - to improve levels of services 2,362 1,305 2,196 6,425 7,449 104 106 108 110 112
Capital expenditure - to replace existing assets 1,355 2,745 2,461 2,555 5,099 4,583 4,233 4,247 4,412 4,501
Total projected investment for drinking water 4,058 6,448 11,732 14,928 13,114 12,215 11,990 4,355 4,522 4,613
Wastewater
Capital expenditure - to meet additional demand 214 - 323 7,705 9,062 1,039 10,334 5,046 738 -
Capital expenditure - to improve levels of services 9,729 5,895 22,749 5,018 2,829 127 129 132 134 137
Capital expenditure - to replace existing assets 927 3,026 1,930 1,605 2,428 2,249 2,297 2,342 2,390 2,435
Total projected investment for wastewater 10,870 8,921 25,002 14,328 14,319 3,415 127,60 7,520 3,262 2,572
Stormwater
Capital expenditure - to meet additional demand 1,069 - - - - - - - - -
Capital expenditure - to improve levels of services 2,295 3,512 5,644 332 266 272 277 283 288 294
Capital expenditure - to replace existing assets 186 63 97 132 169 173 176 180 183 187
Total projected investment for stormwater 3,550 3,575 5,741 464 435 445 453 463 471 481
otal projected 8,478 8,944 42,4 9 868 6,0 0 3 8 666
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Water Supply - Level of service

Significant projects:

e District Water meters

e Tirau Investigations into new water source

e Tokoroa Billah Street Filtration (Tokoroa)

e  Putaruru Water Supply - pH Correction Plant

e Putaruru Pinedale Reservoirs Upgrade

e Tirau Water Supply Headworks Pump upgrade
e  Putaruru Arapuni Street Water Main Upgrade

Water Supply - Renewals

Significant projects:

e District Wide Water Supply Renewals

e Tirau Water Supply Plant & Equipment
Replacement

e  Putaruru Plant and Equipment replacement -
Treatment Plants

Water Supply - Growth

Significant projects:

e  Tirau Additional Reservoir

e Tokoroa Water Supply - Growth Upgrades

e  Putaruru Reservoir Street Watermain Upgrade
e  Putaruru Duplicate Pinedale Reservoir Outlet

Wastewater - Level of Service

Significant projects:

e  Putaruru WWTP Denitrification

e  Putaruru wetlands

e  Putaruru Arapuni St/ Tirau St Pipe upgrade
e Tokoroa WWTP Wetlands

e Tokoroa WWTP Denitrification

Wastewater - Renewals

Significant projects:

e District Wide Wastewater Renewals

e Tokoroa Wastewater Plant & Equipment
Replacement

e  Putaruru Wastewater Plant & Equipment
Replacement

Wastewater - Growth

Significant projects:

e  Putaruru Grey Street Pump Station Rising Main
e  Putaruru Lower Tirau Street Main Upgrade

e Tirau wastewater - Growth Cell B Pumpstation and

rising main

e Tirau wastewater - Growth Cell C Pumpstation and

e Tirau Wastewater Plant & Equipment Replacement rising main

e Tokoroa WWTPP Upgrades

e Tokoroa Baird Road Pump Station upgrade

e Tirau Upgrade WWTP screening, MBR and Alum

Dosing improvements
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Stormwater - Level of service

Significant projects:

e  Putaruru Upgrade projects

e District wide Treatment devices

e Tokoroa Stormwater Rehabilitation design
Ashworth Street

e  Putaruru Stormwater Solution Philip Street

e Tokoroa Stormwater Upgrade Stafford Place

Stormwater - Renewals
Significant projects:
e District wide Stormwater renewals

Stormwater - Growth
Significant projects:
° Nil

Capital programme

The capital expenditure for SWDC will ensure compliance with anticipated regulatory requirements, meet the demands of growth and does not diminish

existing levels of service.

Renewals Strategy

Renewal is major work which does not increase the asset’s design capacity but restores, rehabilitates, replaces or renews an existing asset to its original

capacity.

Pipe assets identified as due for renewal based on age are reviewed and pipes in good condition will have their lives extended. The actual renewal program
carried out over the next 3 years is based on results of condition assessment, risk assessment, and criticality assessments on each specific pipe.

Criticality, reliability, contribution to water quality/infiltration and inflow, maintenance cost, and other factors are monitored and used to determine which

pipes are replaced. Pipe sizes are also reconsidered during renewal design. Network modelling provides information on which size is required so that it

addresses any existing problems and is adequate for known future demands over the life of the new asset. Economies of scale are achieved by deferring or

bringing forward elements of the renewal programme where possible, so that a more viable quantity of pipe can be scheduled in one project.

Renewals and depreciation

)
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While renewals investment requirements are lumpy over time, reflecting the uneven pattern of historic development and specific treatment plant renewals,
over the longer-term it is expected that renewals investment should be in line with the level of depreciation expense.

Over the 10 year period, significant increases in renewals are forecast and depreciation levels are also increasing as new assets are created due to levels of
service improvements and growth.

Historical delivery against planned investment

Delivery against blanned investment Renewals investment for water services Total investment in water services

iv i inv

(Sk) Y i FY2024/25 RIEL 22 PELY L Total FY2024/25 REL 22 PELD Total

FY23/24 FY20/21 FY23/24 FY20/21

Total planned investment (set in the 2,208 6,497 7,265 15,970 13,080 26,208 7,365 46,653

relevant LTP)

Total actual investment 1,304 6,055 7,819 14,714 7,262 23,027 15,078 42,452

3/e)llvery against planned investment 59% 93% 108% 92% 56% 28% 205% 91%
()

South Waikato District Council has delivered 88% of its capital delivery programme in the last three years. Delays can occur, particularly during engagement
and consenting phases.
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Part C: Revenue and financing arrangements

All financial projections for Waikato Waters included in this Part C and the following Part D are based
on a “minimum revenue” approach. That is, they assume that the revenue is set at minimum levels to
allow for the funding of operational costs of the company plus servicing of current and future debt.
Over the forecast period, this results in a cumulative price rise to consumers materially lower than that
of the status quo (where councils continue to deliver individually) whilst delivering all required capital
expenditure and meeting debt covenants required by LGFA® Whilst debt to revenue is initially
approaching the DIA indicative limit of 5 times revenue, under the “minimum revenue” approach there
is scope for the Board to alter the price paths if needed to account for any unknown cost pressures in

the future and to maintain covenant compliance.

1. Revenue and charging arrangements

Revenue and charging arrangements

a. Charging and billing arrangements

Drinking water, wastewater services and stormwater are currently charged by council in the
following manner The current charging mechanisms for water services are detailed in the South
Waikato District Council Long Term Plan 2024-34. Below is the summary of the 2024/25 charges.

Current Charges 2024/25 (including GST) South Waikato District Council
Wastewater
Residential Use:
e Targeted Rates — SUIP basis
e Connected $929.47 per SUIP
e Serviceable $464.73 per SUIP
Schools:
e Each pan-5$622.74 each
All other non-residential use:
e Forthe first five pans - $929.47 per pan
e Pans in excess of five - $743.57 per pan

6The forecast financial results have been socialised with LGFA officers who have indicated

agreement that they meet the published LGFA covenant guidance
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e Serviceable - $464.73 per SUIP
Water Supply
Non-metered connection:

e Targeted Rates — SUIP basis

e Connected $537.68 per SUIP

e Serviceable $268.84 per SUIP
Metered Connection

e Connected $537.68 per SUIP

e Water consumption above 320m3 per annum, charged by per cubic metre rate - $1.75 per
cubic metre.

Stormwater
For all rating units within the 4 stormwater rateable areas -
Atargeted rate of $0.000404 per dollar of the rateable capital value.

Refer to South Waikato District Council Long Term Plan 2024-34 for further information.

Proposed Approach Water and Wastewater

The financial modelling for Waikato Water assumes that the pricing structures and work
programmes forecast in each of the councils’ Long-Term Plan or Annual Plan, stay the same in the
short to medium term after the transition of water services to the CCO.

However, the Waikato Water’s board and management will ultimately be responsible for setting
future pricing. No doubt they will consider the funding requirements of the business and the
expectations of the shareholding councils via the Statement of Expectations. When and to what
extent prices are aligned across the council districts is not yet known.

Proposed Approach Stormwater — South Waikato District Council

There are no changes proposed to the stormwater rates and they remain as per the South Waikato
District Council Long Term Plan 2024-34.
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b. Water services revenue requirements and sources

The revenue that is required under the WWDW financial modelling for drinking water and
wastewater is projected to be $151.1m in the 2027/28 financial year’. It progressively increases
beyond that to $213.7m by the end of the forecast period (2033/34). These figures reflect the rates
and volumetric charges, as well as other revenue sources (including development contributions,
capital/operating subsidies and grants, and other income).

While in the first two years of operations projected increases in water charges are forecast at 11%,
beyond that, revenue increases reduce and in the medium to long term the forecasts show the
CCO is financially sustainable at annual revenue increases of ~4%2. This is significantly lower than
the weighted average of the councils projected charges acting on their own.

As noted earlier, it is proposed that councils will continue to invoice customers on behalf of
Waikato Water for drinking water and wastewater services and pass the revenue to Waikato
Waters. This is for a transitional period until the board determines Waikato Waters is positioned to
charge customers directly.

c. Existing and projected commercial and industrial users’ charges

Projected charges for residential households on average over the 10-year period under the
Waikato Water Done Well Financial Modelling are shown in the chart below. ‘Status Quo’ in the
chart reflects the aggregation of each council’s most recent projections on a standalone basis.

Residential Rates / Residential Connections (incl. GST)

$4.0k
$3.5k 31

- 33 3.4
2. ) 0

$3.0k 2 254 ~27 gt @29 ’

24
$2.5k 222
1.4.9

$2.0k 146

$1.5k

$1.0k

$0.5k

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 334

® Status Quo CCO

7 Being the first year when the drinking water and wastewater activities of all six councils has been transferred to
the CCO.

8In part this is attributable to underlying population growth, so the increase in the actual rate of water charges will
be something less than this.
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d. The affordability of projected water services charges for communities

A key focus of Waikato Waters is on total costs/savings. We know that the public, and especially
ratepayers, are most interested in their personal bills. Per-connection (household) costs are
modelled to be, on average, ~ $450 lower in 2034 compared to councils acting alone. That saving
is anticipated to grow from that point.

The actual decisions on charges will ultimately be for the organisation to decide (having regard to
the expectations conveyed by shareholders). However, it is reasonable to expect that all will
benefit to some extent from the scale and consequential savings of Waikato Waters.
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2. Funding and financing arrangements

Funding and financing arrangements

a. Water services financing requirements and sources

An independent professional Board has been appointed to Waikato Waters. The Board is currently
in the process of recruiting for a commercially minded Chief Executive. A requirement of the Board
for the Chief Executive will be to have the appropriate risk management processes in place to
manage the water services’ financial requirements and sources.

In April 2025 LGFA announced the financial covenants it will apply to water CCOs. The covenants
are tiered based on the number of water connections that the water CCO has. There are two
financial covenants. Given its size, for Waikato Waters the covenants will be:

e AFunds from Operation (FFO) to Gross Debt ratio 8%

e A Funds from Operation (FFO) to Cash Interest Coverage of 1.5 times.
The LGFA note that these are a guide only. LGFA will have regard to other factors such as
population growth when determining ratios. A percentage of the development contributions can
also be recognised as revenue in determining the FFO.

The LGFA have also recognised that a water CCO may not be able to comply with these financial
covenants from ‘day 1’. It will agree an appropriate time within which the CCO needs to ensure it
complies: a rule of thumb is up to five years (although there is scope to have a longer period
allowed).

The FFO ratios are set out in Section D. Based on the financial forecasts Waikato Waters is
projected to reach the 8% FFO to debt ratio during the forecast period. The interest cover
approximates 1.5 times, or better, once all councils have transitioned their water services. Both
metrics are expected to improve beyond the forecast period because in the later years debt can be
held relatively steady, while revenue will continue to increase. WWDW have discussed the
covenants and financial forecasts with LGFA who have verbally indicated they meet the LGFA
guidance in an acceptable way.
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Financial Strategy

The Board and senior management of Waikato Water will decide the financial strategy for the
company. While infrastructure work will be funded through long-term debt, more immediate
operating requirements will necessitate transactional banking, and overdraft facilities. For
simplicity the financial modelling assumes all borrowing is on a floating basis. It applies an
interest rate on the variable balance of “net debt”.

In the immediate future, establishment and operating costs incurred by the company must be
financed by short-term debt, the Shareholders Agreement allows for Council’s to provide this
financing until LGFA facilities are in place. The company will not have a basis for charging revenue
until 1 July 2026, when the first councils transfer their water activity.

Beyond that, operating costs and short-term financing arrangements will be met by water charges
and fees for services provided by the company to councils (e.g. for the management of
stormwater). The company will need to assess what a prudent level of cash reserves might be.

It is expected that all long-term borrowing will be from LGFA. Once the company is incorporated it
will progress accessing LGFA funding and procure transactional banking services (from a trading
bank and/or LGFA).

The company will be establishing policies that govern management of its financial arrangements.
Those policies will include a treasury policy setting out the company’s approach to funding and
financing generally, and its approach to hedging its interest exposure. Those decisions will be
made having regard to the risk appetite of the COO.

While the company will likely want to avail itself of the debt capacity available to it, in the medium
term that debt position stabilises and the company is in a position to start repaying debt. The
company will need to balance repayment of debt, ongoing investment in infrastructure and
keeping water rates affordable in considering how aggressively it wishes to repay debt.
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Stormwater - South Waikato District Council

There is significant capital investment required to upgrade the stormwater network in the first three
years of the Long-Term Plan. This investment includes increased compliance requirements to meet
new regional council stormwater discharge consents. For the remaining seven years of the Plan there is
a baseline of capital renewals forecast.

Projected stormwater investment requirements

sm

-

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

To replace existing assets (Sm) To improve levels of service (Sm) B To meet additional demand (5m)

Council uses debt as a funding source for long life assets, including stormwater infrastructure. Debt in
the stormwater activity will increase in the short term. From year four of the Plan, cash surpluses in the
stormwater activity will enable debt to be reduced, providing capacity for future capital investment and
be financially sustainable by 30 June 2028.
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Projected stormwater net debt
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W Net Debt

Council's infrastructure serves the community over many generations, with debt used to spread the
cost over the long term. Debt is managed within a framework established in our Treasury Management
Policy that ensures we comply with our lender’s covenants and manage risk in a prudent manner.
Council has a debt limit, as an unrated guarantor, set at 175% of revenue by the Local Government
Funding Agency (LGFA). Council financial strategy takes a more conservative approach by setting an
internal upper limit of 150% to retain funding headroom in case of unexpected events occurring.
Historically, council has not measured debt limits on an activity-by-activity basis. For the purposes of
this delivery plan a limit for the stormwater activity of 500% debt to revenue has been set, but we
understand that the LGFA covenant will only apply to council in its entirety. Forecast debt to revenue
for council after transferring water and wastewater activities to a multi-council CCO remains well
below LGFA and internal council measures.

Council uses the LGFA for its borrowing needs because it continues to be our least expensive and most
reliable option. LGFA offers a full range of debt terms out to about 15 years. In consultation with our
professional treasury advisors, we borrow for appropriate terms that comply with our treasury policy to
manage risk while minimising the cost of borrowing over the long term. Council also uses interest rate
swaps and other instruments as required to further manage risk and reduce borrowing costs.

Repayment of debt is an outcome of the financial strategy that ensures debt limits are not exceeded.
This requires cash surpluses to be generated in some years to limit the growth of debt. Some years with
heavy capital investment will require overall debt to increase because there is a cash deficit. Other
years there are forecast cash surpluses that reduce overall debt. Debt is managed at the council level,
but balances and movements for each activity are tracked to enable debt interest costs to be
allocated.
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b. Internal borrowing arrangements

South Waikato District Council does not have any internal borrowing arrangements at present.
Debt is managed at an entity level. At the activity level debt is accumulated based on capital
spend on growth and level of service projects. Cash surpluses are applied against activity debt
based on an activity’s share of total debt.

Stormwater Activity

A method of tracking debt for a proposed stormwater internal business unit has not been
determined yet, but full ring-fencing of the activity will occur.

Position post transfer to the CCO

Six of the seven shareholding councils have agreed to transfer their drinking water and wastewater
activities, including assets and debt, to Waikato Waters. Water related debt will be transferred to
Waikato Waters under a transfer agreement. From the date of transfer councils will therefore have
no internal borrowing arrangements related to these water activities.

While no ‘internal’, services will be provided between shareholding councils and Waikato Waters.
It is expected that the company will manage stormwater for several councils. Conversely, as noted
earlier, the councils will continue to bill on behalf of the CCO in the short-term. The expectation is
that these services will be charged at ‘arm’s length’. This will ensure the true cost of delivery for
each water type is established.

c. Determination of debt attributed to water services

Drinking water and wastewater related debt will be transferred to Waikato Waters under a transfer
agreement. From the date of transfer South Waikato District Council will therefore have no internal
borrowing arrangements related to these activities.

The value of water services borrowing and associated debt to operating revenue position on 30 June
2024 for the Waikato Waters financial modelling is $1,779,000. At the date the waters activity is
expected to transfer to the CCO, the water-related debt is expected to be $14,421,000.

The net debt to operating revenue as at 30 June 2024 was 11%.
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Stormwater — South Waikato District Council

There was $123,000 of debt outstanding for the stormwater activity at 30 June 2024.

d. Insurance arrangements

Waikato Waters will hold necessary insurance policies. The shareholding councils are part of an
insurance collective. They procure insurance cover together to access preferential premium rates
and other benefits. Aon is their broker.

Directors and Officers insurance cover, professional indemnity and general liability cover are
already in place.

The councils’ current infrastructure insurance runs from 1 November to 31 October each year
(although the CCO may choose an alternative insurance period in due course). Part of the renewal
process is presentations to underwriters at Lloyds, where most of the infrastructure cover is
placed. This has been an enduring arrangement between the insurers and councils, and as a result
the insurers are well aware of the risk profile of the councils’ activities and the assets insured. In
the past two years, underwriters have been kept informed of New Zealand’s water reforms. The
transition to a water CCO will therefore be no surprise.

As part of the upcoming infrastructure renewal process the intention is to agree with the insurers
an arrangement which will see:

e Waikato Water named as an insured on the infrastructure policies, to take effect as and
when the water assets of each council are transferred to the company.

e Premiums in respect of the insured assets paid for by the council up to date of transfer (for
some, as early as 30 June 2026), and by the company from that date.

This arrangement has been socialised with insurers already. Aon have advised they do not see any
issues with this approach being implemented.

Councils currently undertake an annual insurance risk assessment. It is expected the CCO will do
likewise. We are investigating loss modelling as part of this. Councils record infrastructure assets
and determine the extent to which they are insured (there may be some occasions where the
councils choose to self-insure, although this is limited). The level of cover is determined, in
consultation with Aon, having regard to the replacement cost of the assets to be insured and loss
modelling (although the latter is not undertaken every year).
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Stormwater — South Waikato District Council

Insurance arrangements for the Stormwater will be included within South Waikato District Council
current insurance arrangements. The current insurance portfolio includes above ground and
underground assets. The current portfolio holds the following insurance policies:

e Material Damage (excluding Fire) Policy
e Infrastructure Policy

e Material Damage (Fire) Policy

e Business Interruption Policy

e Public Liability Policy

e Professional Indemnity Policy

e Commercial Motor Vehicle Policy
e Employers Liability Policy

e Statutory Liability Policy

e Crime Policy

e Cyber Policy

e Airport Owners & Operators Liability

South Waikato District Council has developed an insurance framework which is reviewed every
three years or earlier if needed. The primary objective of the Insurance Framework is to ensure that
the Council is effectively positioned to return in a timely manner to its pre-event state (or as close
to it as possible), regardless of the scale of the event. To that end, this framework provides a
structure for future decision making about how we use insurance to provide cover for financial
risks that, if realised, the Council and the community would be unable to absorb. In developing the
framework, a key consideration is defining alternative sources to rates to fund the restoration of
community assets after damaging events.
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When considering the amount of risk to retain, the Council aims to minimise the cost of insurance
while ensuring adequate cover is in place for mitigating risks to the achievement of the organisation’s
objectives as set out in the Long-Term Plan. The framework, therefore, considers the Council’s ability
to, and appetite for, absorbing a level of risk that matches the ability of the organisation’s balance
sheet to absorb financial losses from a damaging event. Furthermore, decisions relating to cover and
deductibles will be informed by sound knowledge of our assets and their likely performance during
such an event. Decisions are also based on advice provided by insurance specialists.

The framework is reviewed every three years to ensure that it remains fit for purpose in the context of
changes in the insurance market, Council assets and activities, and the environment. The insurance
programme that flows from the framework is renewed each year and is adjustable to meet the needs of
the Council as identified during any given insurance year and as part of the three-yearly review.

Above Ground Assets

The Council has purchased insurance through brokers AON as a collective group including Hamilton
City Council, Northland Regional Council, Matamata Piako District Council, Otorohanga District
Council, Thames Coromandel District Council, Waikato Regional Council, Waikato District Council,
Waipa District Council and Waitomo District Council.

The Council undertakes an annual review process of its insurance portfolio. The assets are formally
valued for insurance purposes every three years.

South Waikato District Council's Material Damage cover is based on a Maximum Probable Loss model
(MPL) which means that its assets are insured for the value of the largest probable loss that could
result from a disaster in the South Waikato. Council is insured within a $150 million primary layer which
is shared between the Regional collective. A separate policy is in place which is shared by the Regional
collective which provides cover for damage that is caused by fire, or fire following a natural disaster,
with SWDC limit being $30 million.

Council currently holds public liability insurance to the value of $50 million for each and every claim
with certain limitations. Professional indemnity insurance covers SWDC for professional liability
protection to the value of $50 million and covers claims from actual or alleged acts, errors or omissions
or conduct omitted or committed in connection with the business.
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Underground Assets

Under its local authority infrastructure policy, South Waikato District Council is insured against direct
physical loss and related business interruption resulting from a natural catastrophe event, with a
shared coverage limit of $300 million and a designated sub-limit of $50 million. The insurer covers 40%
of the total liability in anticipation of 60% contribution from central government in the event of a
disaster.

While insurance was previously held with the Local Authority Protection Programme Disaster Fund
(LAPP), SWDC moved away from LAPP after the Christchurch earthquakes made a significant impact to
existing LAPP funds. Infrastructure insurance is now handled by Aon New Zealand through London
based insurers. This covers all assets as previously provided by LAPP and includes:

Stormwater reticulation and treatment

Stormwater drainage

Dams and canals

Flood protection schemes including stop banks (not applicable to SWDC)

Flood gates, seawalls and harbour risks such as buoys, beacons and uninsurable foreshore
lighthouses (not applicable to SWDC).

Loss Modelling Analysis

The loss modelling analysis is undertaken by AON Global Risk Consulting (New Zealand) on an as
needed basis and Probable Maximum Loss (PML) cover limit is adjusted as a result.
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Part D: Financial sustainability assessment — Drinking
Water and Wastewater

All financial projections for Waikato Waters included in this Part D and the above Part C are based on a
“minimum revenue” approach. That is, they assume that the revenue is set at minimum levels to allow
for the funding of operational costs of the company plus servicing of current and future debt. Over the
forecast period, this results in a cumulative price rise to consumers materially lower than that of the
status quo (where councils continue to deliver individually) whilst delivering all required capital
expenditure and meeting debt covenants required by LGFA% Whilst debt to revenue is initially
approaching the DIA indicative limit of 5 times revenue, under the “minimum revenue” approach there
is scope for the Board to alter the price paths if needed to account for any unknown cost pressures in
the future and to maintain covenant compliance.

1. Confirmation of financially sustainable delivery of water
services

The council plans to transfer its drinking water and wastewater activities to Waikato Waters. By doing
so it can ensure a financially sustainable delivery of those services into the future. As noted in the
following sections, Waikato Waters will have improving metrics across revenue, investment and
financing sufficiency throughout the forecast period.

The financial forecasts supporting this plan show that Waikato Waters is financially sustainable. This is
evidenced in the following sections. Importantly, this is the case with only moderate increases in
revenue year on year. The projected price path for the CCO is shown in the chart below.

°The forecast financial results have been socialised with LGFA officers who have indicated
agreement that they meet the published LGFA covenant guidance
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The 18% revenue increase in FY25/26 reflects the aggregated position of the individual councils. The
company itself has no revenue in that year. From FY26/27, as councils transfer their waters activity,
average revenue increases of up to 11% are needed. This quickly abates once all councils are on board
and reduces to a sustainable position of ~4% average revenue increase per annum.

Total Operating Revenue (Aggregated)

$200m 18.3% 20%
$180m 18%
$160m 16%
$140m 14%
$120m +11.0%11.0% 1o
$100m +8.7% 10%
$80m +6.0% 8%
$60m +4.0% +4.0% +4.0% +4.0% °"
$40m 4%
$20m 2%

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

CCO CCO % Increase

The financial forecasts show that from FY27/28 these revenue increases are sufficient to meet
expected operating costs and cover depreciation, and shortly thereafter also cover finance costs and
allow debt to start being repaid.

In part, the financial position is aided by assumed efficiencies in the model. These efficiencies are
prudent and are based on what has been achieved from the aggregation of waters activity elsewhere
and what we know about the benefits of scale generally. More particularly, the assumed efficiencies
are:

e 1) Opex-related - peak efficiency of 15%. Opex efficiencies start to be realised in FY27/28, at a
rate of *~1.9% year-on-year, to reach their peak in FY37/38.

e 2)Capex-related (general) - peak efficiency of 15% starting in FY27/28 and growing at a rate of
1% year-on-year, to reach their peak in FY41/42

e 3) Capex-related (catchment consenting) - peak efficiency of 10% starting in FY27/28 and
growing at a rate of 1% year-on-year, to reach their peak in FY41/42.
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The modelling also assumes that the CCO will need to invest to identify and realise these savings. A
'spend to save' budget of $35m is therefore included in the forecasts - 50% opex/50% capex.

As noted earlier, Taupo District Council has not yet made a commitment to transfer its waters activity
to the CCO. Therefore, the modelling excludes any impact of a future transfer of Taupo District
Council’s water business.

The level of investment in infrastructure is significant. The forecasts project capital spend of ~$760m
through to FY 33/34 to meet levels of service, respond to what WWDW expect the regulatory
requirements to be, and accommodate growth in the councils’ districts. At the end of the forecast
period infrastructure assets are estimated to be $2.1b. As noted in Part C, the debt funding required to
meet this investment programme can be managed within expected covenants, while keeping revenue
increases to a minimum.

Risks and constraints to delivery of financially sustainable services

The greatest risk to delivery of the services is the capacity of the supplier market to meet the demands
of entities like Waikato Waters. This is not a question of financial sustainability, but rather a
characteristic of the current macro environment. We know more investment is required — that is why
Local Water Done Well came to be. We also know that right now, New Zealand does not have the
capacity to deliver the infrastructure required. This is an issue at a national scale. Waikato Waters
offers the opportunity for its shareholding councils, by working together, to be seen as a more attractive
client for the supplier market and therefore helps to ensure access to a greater piece of that limited
capacity, it also allows a mechanism for investment in that supply chain.

A further risk to delivering financially sustainable services is unforeseen infrastructure costs. These
could eventuate for several reasons. Councils may underestimate the investment required, or there
could be an event that causes infrastructure damage.

The financial modelling for Waikato Waters has used councils’ ‘enhanced’ Long Term Plans or Annual
Plans as the basis for its forecasts. The reference to ‘enhanced’ reflects that councils have, since
submitting their latest LTPs, further considered what if any additional investment (and operational
expenses) may be required to comply with regulations. This means the forecasts reflect the latest (as
recent as May 2025) estimates of infrastructure works. This minimises the risk that costs have been
understated but the risks remain — costs have escalated in recent years more sharply than anticipated.
The long-term forecast price path for Waikato Waters of ~4% pa also allows capacity to absorb future
cost increases without the need for historically large price increases to customers.
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2. Financial
sustainability assessment - revenue sufficiency

The following analysis is based on modelling of a minimum revenue scenario to demonstrate a minimum price path required to achieve financial
sustainability under the currently known cost profile. This demonstrates both significant savings to customers as well as financial resilience within the
entity to absorb future cost pressures should they arise.

Projected water servces revenue and expenses

$250m
$200m
$150m
$100m
$50m
($50m)
FY2025 FY2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032 FY2033 FY2034
Expenses (excl. depn, interest) mmmmm |nterest Costs
mmmm Depreciation s Revenue
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Average projected charges for water services over FY2024/25 to FY2033/34

South Waikato District Council

Projected average charge per connection
/ rating unit (including GST)

FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

Drinking water $565 $643
Wastewater $1,189 $1,358
I::‘Ii:rage charge per connection / rating $1,754 $2,001

Drinking water and wastewater Increase in

12.2% 14.1%
average charge
Drinking water and wastewater services
charges as % of median household 2.1% 2.3%

income

Waikato Water

Projected average charge per connection
/ rating unit (including GST)

FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

Drinking water $1,126 $1,245 $1,333 $1,390 $1,439 $1,454 $1,487 $1,521
Wastewater $1,041 $1,155 $1,241 $1,302 $1,349 $1,367 $1,400 $1,434
ﬁ:;rage charge per connection / rating $2,167 $2,400 $2,574 $2,692 $2,786 $2,821 $2,887 $2,955
Drinking water and wastewater Increase in 14.3% 10.7% 73% 4.6% 35% 1.2% 2.3% 2.3%
average charge
Drinking water and wastewater services
charges as % of median household 2.2% 2.3% 2.4% 2.4% 2.4% 2.3% 2.3% 2.2%
income
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Projected operating surpluses/(deficits) for water services

South Waikato District Council

Operating surplus ratio (whether revenues | o\, o5 | £yv2025/26 | Fv2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
cover costs) $000s

Operating surplus/(deficit) excluding capital

revenues —combined drinking water and (S2,146) ($1,348)
wastewater services ($000)

Operating revenue —combined drinking

water and wastewater services ($000) »14,136 215,827
Operating surplus ratio (excluding capital (15.2%) (8.5%)
revenues)

Development Contributions (S000) $340 $347
Operating surplus ratio (12.8%) (6.3%)

Waikato Water

The operating surplus ratio is negative but steadily improves throughout the forecast period (and is projected to continue to do so in subsequent years as
efficiencies are realised). It is expected that the company will have a policy of, over time, recovering depreciation charges when setting revenues. That is to
say, revenues need not be set in a way that ensures depreciation is recovered in each year, but rather in way that the company is confident it will be in the
short to medium term. This allows a comparatively steady increase in pricing.

The operating surplus ratio reflects the assumption in the financial modelling that the CCO will leverage debt capacity and at the same time minimise the
annual increase in water charges. As noted elsewhere, debt stabilises during the period.
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Operating surplus/(deficit) excluding capital

revenues — combined drinking water and ($25,991) | ($24,340) | ($16,614) | ($17,184) | ($23,635) | ($18,798) | ($13,020) | ($10,721)
wastewater services ($000)
Operating revenue —combined drinking $89,217 | $140,480 | $152,672 | $161,833 | $168,306 | $175038 | $182,040 | $189,322

water and wastewater services ($000)

Development Contributions ($S000)
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Projected operating cash surpluses for water services

South Waikato District Council
Operating cash ratio (whether revenues
cover costs) $000s

Operating surplus/(deficit) + depreciation +
interest costs - capital revenues

Operating revenue —combined water
services

Operating cash ratio 20.1% 26.3%

FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

$2,845 $4,168

$14,136 $15,827

Waikato Water

The table below shows strong operating cash surpluses throughout the forecast period, sufficient to meet renewals investment requirements and debt
repayments (although the loan arrangements are yet to be discussed with LGFA)

Operating cash ratio (whether revenues
cover costs) $000s

Operating surplus/(deficit) + depreciation +
interest costs - capital revenues

FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

$28,638 $60,563 $72,603 $78,968 $75,567 $81,486 $87,587 $91,899

Soeﬁsir::;”g revenue —combined water $89,217 | $140,480 | $152,672 | $161,833 | $168,306 | $175,038 | $182,040 | $189,322
Operating cash ratio 32.1% 43.1% 47.6% 48.8% 44.9% 46.6% 48.1% 48.5%
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3. Financial
sustainability assessment - investment sufficiency

Assessment of investment sufficiency

Projected water services investment is sufficient to meet levels of service, regulatory requirements and provide for growth

Projected water services investment requirements

$160m

$140m

$120m .

$100m . I

$80m . = —

$60m .___,___—l-=— - -
$40m - l

$20m

FY2025 FY2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032 FY2033 FY2034
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Renewals requirements for water

services

South Waikato District Council

The renewal strategy that SWDC have been working to is outlined in Part B. The actual renewal program carried out over the next 3 years is based on results of condition
assessment, risk assessment, and criticality assessments on each specific pipe. Over the 10-year period, significant increases in renewals are forecast and depreciation levels are
also increasing as new assets are created due to levels of service improvements and growth.

Asset sustainability ratio FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Capital expenditure on renewals —all
5,771

drinking water and wastewater assets ($000) 32,282 *5
Depreciation —all drinking water and

4,092 4,199
wastewater assets ($000) >4 4
Asset sustainability ratio (44.2%) 37.4%

Waikato Water

The Asset Sustainability Ratio fluctuates throughout the forecast period. In the latter years it is significantly negative. This a product of how depreciation on
new infrastructure has been modelled. In practice, it is likely expenditure on renewals would increase beyond that forecast. The operating cash surplus
noted earlier would allow this to occur.

Asset sustainability ratio FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Capital expenditure on renewals —all $35,492 $49,130 $78,820 $63,267 $58,266 $35,401 $30,938 $28,661
drinking water and wastewater assets ($000)

Depreciation —all drinking water and $39,021 $55,998 $58,961 $60,337 $61,438 $61,674 $62,250 $62,604
wastewater assets ($000)

Asset sustainability ratio (9.0%) (12.3%) 33.7% 4.9% (5.2%) (42.6%) (50.3%) (54.2%)
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Total water services investment required over 10 years

South Waikato District Council

The capital expenditure for FY24/25 - FY25/26 exceeds depreciation. This indicates that the level of investment adequately coves capex for growth,
renewals and level of service.

Asset investment ratio FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Total capital expenditure —all drinking water
and wastewater assets ($000)

Depreciation —all drinking water and
wastewater assets ($000)

Asset investment ratio 264.8% 266.0%

$14,928 $15,369

$4,092 $4,199

Waikato Water

Total capital expenditure reflects councils’ best estimates of the infrastructure spend required to meet anticipated regulatory requirements, as reflected in
their latest Long Term Plans (subject to adjustment for additional information that has come to hand since the Long-Term Plan was adopted). It also adjusts
these projections to reflect the assumed efficiencies to be achieved through a catchment-based approach to consenting, and scale of operation.

It reflects a long-term infrastructure strategy that ensures compliance with all regulations, meets the demands of expected population growth, and does
not diminish levels of service from that which councils expected to deliver. That is, communities are no worse off.

Asset investment ratio FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Total capital expenditure —all drinking water $107,019 | $100,542 | $140,662 $98,269 $91,802 $68,178 $78,125 $72,374
and wastewater assets ($000)
Depreciation —all drinking water and $39,021 $55,998 $58,961 $60,337 $61,438 $61,674 $62,250 $62,604
wastewater assets ($000)
Asset investment ratio 174.3% 79.5% 138.6% 62.9% 49.4% 10.5% 25.5% 15.6%
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Average remaining useful life of network assets

South Waikato District Council

The asset consumption ratio remains relatively constant over FY25/26 indicating that the average remaining useful life network assets remains stable over
this period.

Asset consumption ratio FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Book value of drinking water and wastewater
infrastructure assets (S000)

Replacement value of drinking water and
wastewater infrastructure assets (S000)

Asset consumption ratio 32.9% 34.5%

$94,206 $105,496

$286,150 $305,718

Waikato Water

Asset consumption ratio FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
.Bookvalue of drinking water and wastewater $1,579 $1,675 $1,808 $1,898 $1.976 $2,030 42,091 $2.145
infrastructure assets (SB)
Replacement value of drinking water and $2,122 $2,274 $2,466 $2,616 $2,756 $2,872 $2,995 $3,111
wastewater infrastructure assets ($B)
Asset consumption ratio 74% 74% 73% 73% 72% 71% 70% 69%
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4. Financial
sustainability assessment - financing sufficiency

Assessment of financing sufficiency

Confirmation that sufficient funding and financing can be secured to deliver water services

The commentary in this section reflects a debt profile for the company that leverages debt capacity but allows the company to operate within covenants
indicated by LGFA. The financial position is expected to improve further beyond the forecast period

Beyond that, the price path shown is deliberately low to show what a sustainable financial position could look like. The Company may of course choose to

implement a different pricing strategy that sees slightly higher increases in water charges year-on-year to improve the debt profile more quickly or allow for
needed investment to be brought forward.

Ultimately, the expectation would be that the company’s debt profile allows it to obtain a stand-alone credit rating.

Projected water services net debt to operating revenue
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Net debt to operating revenue (%) == == Borrowing limit (%)
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Projected borrowings for water services

South Waikato District Council

Net debt to operating revenue FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Net debt attributed to drinking water and

wastewater services (gross debt less cash) 29 41

($m)

Operating revenue —combined drinking 14 15

water and wastewater services (Sm)

Net debt to operating revenue % 207% 273%

Waikato Water

The net debt to operating revenue reflects the assumed position that the CCO will leverage its increased debt capacity to minimise but steadily increase
water charges. As noted earlier, in the first few years as councils transfer their water activity, greater increases in water charges are needed to remain within
the debt to revenue ‘guideline’ of 500% and achieve the required FFO debt covenants required by LGFA. However, in the medium to long term this can be
achieved in a sustained manner with modest (4%) revenue increases. Net debt stabilises in the later years and the ratio begins to decline.

Net debt to operating revenue FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Net debt attributed to drinking water and
wastewater services (gross debt less cash) 665 748 781 811 813 819 815
($m)
Operating revenue—comb|r.1ed drinking 140 153 162 168 175 182 189
water and wastewater services ($m)
Net debt to operating revenue % 473% 490% 483% 482% 464% 450% 431%
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Borrowing headroom/(shortfall) for water services

South Waikato District Council

Borrowing headroom/(shortfall) against

limit (Sm)

limit FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Operating revenue (Sm) 14 16
Debt to revenue limit for water services (%) 500% 500%
Maximum allowable net debt at borrowing
.. 71 79
limit (Sm)
Projected net debt attributed to drinking
. 29 41
water and wastewater services (Sm)
Borrowing headroom/(shortfall) against a2 38

Waikato Water

For the purpose of forecasting we have modelled a price path that minimises revenue increases but retains debt to revenue at 490% or less. This has been
done to provide a buffer (albeit relatively small) to allow the company to respond to

unforeseen events.

ﬁ:":i':w'"g headroom/(shortfall) against FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Operating revenue ($m) 140 153 162 168 175 182 189
Debt to revenue limit for water services (%) 500% 500% 500% 500% 500% 500% 500%
I\_/Ia.xlmum allowable net debt at borrowing 702 763 809 842 875 910 947
limit (Sm)
Projected net debt attrlbutgd to drinking 665 748 781 311 313 319 315
water and wastewater services (Sm)
B.or.rowmg headroom/(shortfall) against 38 15 28 30 62 91 131
limit (5000)
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Free funds from operations

South Waikato District Council

Free funds from operations FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projected net debt attributed to drinking
) 29 42

water and Wastewater services (Sm)
Projected free funds from operations —

. . 2 3
drinking water and wastewater services (Sm)
:;f:, funds from operations to net debt 6.9% 7.1%

Waikato Water

The Free Funds from Operations to Net Debt Ratio shows an improving position throughout the period. The table below incorporates recognition of 75% of
development contributions as operating income for the purpose of the calculation. This is in line with LGFA guidelines communicated in April 2025. The
ratio reaches 8%, being the LGFA-stated target. We have discussed the debt profile with LGFA how have verbally confirmed comfort with the projections.

Free funds from operations FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projected net debt attrlbute.d to drinking 607 665 748 781 811 313 319 815
water and Wastewater services (Sm)

Prf)Je.cted free funds from operatlor?s - 13 32 2 43 38 43 49 52
drinking water and wastewater services (Sm)

:;‘:iif”“ds from operations to net debt 2.1% 4.8% 5.7% 5.5% 4.7% 5.3% 6.0% 6.4%
75% of Development Contributions (Sm) 4 8 11 16 18 18 17 18
QSL:S:;?OFree I RIS IS 2.9%10 6.0% 7.2% 7.6% 6.9% 7.5% 8.1% 8.6%

10 FY26/27 does not include annualised revenue as council’s transfer their business into the company.
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Part D:
Financial
sustainability assessment — Stormwater

Council's stormwater activity will be financially sustainable as an in-house business unit by 30 June
2028.

Council’s Long Term Plan explains that financial sustainability is an essential principle. A return to
operating surpluses by 2027/28 is a key milestone of the financial strategy. Thereafter, continuing
operating surpluses will ensure that we meet the needs of the community while also ensuring future
ratepayers are not left with a disproportionate share of the financial burden.

Confirmation of financial sustainability includes confirmation that:

e Council has sufficient revenue, including for servicing of debt, to deliver stormwater services
required in the Long Term Plan.

e The Long Term Plan capital programme includes sufficient investment to meet levels of service,
regulatory requirements and provide for growth.

e Council has appropriate funding and financing arrangements to fund the Long Term Plan capital
programme, with additional headroom for unknown future investments or unexpected events.

Details and evidence of financial sustainability are included in the remaining sections of Part D.

In the Long Term Plan council has committed to a return to operating surpluses by 30 June 2028. This is
proposed to be achieved by reviewing how we deliver services to the community while committing to
operational efficiency savings of $29 million across the Plan. Increasing rates revenue is also necessary
to return to operating surpluses and enable delivery of the capital programme while controlling debt
within limits. So, the overall strategy of council is on a path to sustainability and is forecast to be
sustainable by 30 June 2028. Stormwater as a stand-alone activity is also on the same financial
sustainability path and timeline. Depreciation will be fully recovered from the 30 June 2028 year, with
cash surpluses to be used to repay debt.

Risks and constraints to delivery of financially sustainable services

A risk to delivery of stormwater services is council’s ability to secure contractors to perform the
necessary work when required. This could lead to escalating costs due in part to a lack of scale.

A further risk to delivering financially sustainable services is unforeseen infrastructure costs. Council
may underestimate the investment required, or there could be an event that causes infrastructure
damage.
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Projected stormwater revenue does not cover projected costs until the 2027/28 financial year as council increases targeted rates to return to breakeven.

Projected stormwater revenue and expenses
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Average projected charges for stormwater over FY2024/25 to FY2033/34

Stormwater charges as a percentage of household income are forecast to rise rapidly to establish a breakeven position and allow for the activity to be fully
ring-fenced by the 2027/28 financial year. Charges and costs are forecast to stabilise from that point.
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:’i::’:f;::’gz’:;;‘ge charge per connection / rating unit FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Stormwater ($) 177 274 354 425 426 430 437 434 428 429
Average charge per connection / rating unit ($) 177 274 354 425 426 430 437 434 428 429
Stormwater Increase in average charge 23.9% 54.8% 29.3% 19.8% 0.3% 1.0% 1.6% (0.7%) (1.5%) 0.2%
Stormwater charges as % of median household income 0.2% 0.3% 0.4% 0.5% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%

Projected operating surpluses/(deficits) for stormwater

Council’s stormwater activity is forecast to break even from the 2027/28 year. This means that depreciation will be fully funded and cash surpluses
generated to fund capital expenditure and reduce debt. The operating deficits through the first three years are a transitional period where targeted rates
require the forecast increases to attain financial sustainability by the 2027/28 year.

ggg:t'"g surplus ratio (whether revenues cover costs) FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Operating surplus/(deficit) excluding capital revenues ($000) (1,073) (530) (240) - - - - - - -
Operating revenue ($000) 1,200 1,863 2,431 2,928 2,963 3,022 3,100 3,110 3,098 3,138
Operating surplus ratio (89.4%) (28.4%) (9.9%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Projected operating cash surpluses for stormwater

The stormwater activity is forecast to generate cash surpluses across the Long Term Plan. Forecast renewals investment will be met from the surpluses,
with remaining surpluses to be used to reduce debt.

Operating cash ratio (whether revenues cover costs) $000s FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Operating surplus/(deficit) + depreciation + interest costs - capital 114 761 1,305 1,783 1,806 1,843 1,918 1,916 1,881 1,913
revenues ($000)
Operating revenue ($000) 1,200 1,863 2,431 2,928 2,963 3,022 3,100 3,110 3,098 3,138
Operating cash ratio 9.5% 40.8% 43.7% 60.9% 61.0% 61.0% 61.9% 61.6% 60.7% 61.0%
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Financial sustainability assessment - investment sufficiency

Assessment of investment sufficiency
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Projected Stormwater investment is sufficient to meet levels of service, regulatory requirements and provide for growth

The chart below shows the stormwater capital expenditure that has been identified to meet renewals, level of service requirements, known regulatory
requirements and provide for growth. There is sufficient projected revenues and debt capacity to fund this level of investment.

Projected stormwater investment requirements
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Renewals requirements for stormwater

The Asset Sustainability ratio is negative throughout the 10 years of the WSDP. Council is satisfied with the current investment into renewals and as the
assets become closer to end of life a relook into the amount of renewal funding will be undertaken.

Stormwater renewals are determined predominately on age of the assets (average age 47 years). There is 123km of pipelines across the district. Level of
service associated with the network is being met indicating that there is no immediate need to replace the assets, hence why expenditure is shown as lower
than depreciation. Condition assessment will occur to confirm condition and performance of the network to ascertain if additional renewals are required.

Over the next ten years, the council is planning to spend $1.4 million on renewals, or just 11% of the projected depreciation expense ($12.9 million), which
is consistent with the age profile and condition of the stormwater assets

Asset sustainability ratio FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Capital expenditure on renewals ($000) 186 63 313 353 394 403 411 420 428 436
Depreciation ($000) 1,073 1,073 1,093 1,299 1,305 1,310 1,400 1,405 1,411 1,500
Asset sustainability ratio (82.7%) (94.1%) (71.4%) (72.8%) (69.8%) (69.2%) (70.6%) (70.1%) (69.7%) (70.9%)

Stormwater investment required over 10 years

The capital spend from FY24-27 is predominately due to increase in LOS to respond to additional compliance requirements from new stormwater discharge
consent. From FY27/28 onwards the capital spend is driven by renewals, noting that renewals is below the depreciation levels as the performance data is
not indicating any significant failures in the network that needs to be addressed..

Asset investment ratio FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Total capital expenditure ($000) 3,550 3,575 5,741 464 435 444 453 463 472 481
Depreciation ($000) 1,073 1,073 1,093 1,299 1,305 1,310 1,400 1,405 1,411 1,500
Asset investment ratio - stormwater 230.8% 233.2% 425.3% (64.3%) (66.7%) (66.1%) (67.6%) (67.0%) (66.5%) (67.9%)
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Average remaining useful life of stormwater network assets

The asset consumption ratio remains relatively constant over the 10 year plan indicating that the average remaining useful life of stormwater assets remains
stable over the 10-year period.

Asset consumption ratio FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Book value of stormwater infrastructure assets ($000) 42,366 44,868 49,516 52,252 51,382 50,516 53,071 52,129 51,190 53,550
Replacement value of stormwater infrastructure assets ($000) 120,540 124,115 129,856 139,685 140,120 140,564 150,761 151,224 151,696 162,191
Asset consumption ratio 35.1% 36.2% 38.1% 37.4% 36.7% 35.9% 35.2% 34.5% 33.7% 33.0%

Financial sustainability assessment - financing sufficiency

Assessment of financing sufficiency

Confirmation that sufficient funding and financing can be secured to deliver stormwater

The charts below show that total council borrowings remain well within LGFA borrowing limits of 175% debt to revenue.

The stormwater activity debt peaks below 500% debt to revenue. This ratio is not a current council policy or LGFA limit. It is appropriate for ringfenced
stormwater borrowings to have relatively high leverage compared to other council activities given the long-term and capital nature of the activity.
All borrowings can be sourced from the Local Government Funding Agency.

The plan meets the financing sufficiency test.
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Projected council net debt to operating revenue
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Projected stormwater net debt to operating revenue
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Projected Council borrowings for stormwater

The debt increase in the first few years is directly related to the capital expenditure in those years. Thereafter, cash surpluses are applied to reduce

outstanding debt.

LGFA only requires whole of council debt to revenue to be under 175%. Therefore, while stormwater debt to revenue exceeds LGFA requirements during the
first 9 years, whole of council debt will remain within LGFA limits.

Net debt to operating revenue FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
g%%‘é‘;bt attributed to stormwater (gross debt less cash) 3,673 6,705 11,593 10,758 9,888 9,022 8,075 7,133 6,194 5,175
Operating revenue — stormwater ($000) 1,200 1,863 2,431 2,928 2,963 3,022 2,100 2,110 2,098 2,138
Net debt to operating revenue % 306% 360% 477% 367% 334% 299% 260% 229% 200% 165%
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Talk water

Borrowing headroom/(shortfall) for stormwater

The stormwater activity retains debt headroom across the 10 years of the Long Term Plan

Borrowing headroom/(shortfall) against limit FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Operating revenue ($000) 1,200 1,863 2,431 2,928 2,963 3,022 2,100 2,110 2,098 2,138
Debt to revenue limit for stormwater (%) 500% 500% 500% 500% 500% 500% 500% 500% 500% 500%
Maximum allowable net debt at borrowing limit ($000) 6,000 9,315 12,155 14,640 14,815 15,110 15,500 15,550 15,490 15,690
Projected net debt attributed to stormwater ($000) 3,673 6,705 11,593 10,758 9,888 9,022 8,075 7,133 6,194 5,175
Borrowing headroom/(shortfall) against limit ($000) 2,327 2,610 562 3,882 4,927 6,088 7,425 8,417 9,296 10,515

Free funds from operations

A positive FFO to debt ratio is established across the first couple of years of the plan. The later years of the plan are not highly leveraged for the

stormwater activity.

Free funds from operations FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Projected net debt attributed to stormwater ($000) 3,673 6,705 11,593 10,758 9,888 9,022 8,075 7,133 6,194 5,175
Projected free funds from operations — stormwater ($000) 0 543 853 1,299 1,305 1,310 1,400 1,405 1,411 1,500
Free funds from operations to net debt ratio 0.0% 8.1% 7.4% 12.1% 13.2% 14.5% 17.3% 19.7% 22.8% 29.0%
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Part E:
Projected financial statements for water services

Projected financial statements — for drinking water, wastewater

1. Projected funding impact statement

Funding Impact Statement - Drinking Water — South Waikato District Council

Projected funding impact st 1t — drinking
water ($000) FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Sources of operating funding
General rates - -

Targeted rates 3,931 4,616

Fees and Other Revenue Sources 595 765

Total sources of operating funding for drinking water
($000) 4,526 5,381

Applications of operating funding

Payments to staff and suppliers 2,572 3,201
Finance costs 134 286
Internal charges and overheads applied 1,394 1,040

Other operating funding applications - -

Total applications of operating funding 4,100 4,527

P de of operating ding 426 854

Source of capital funding

Subsidies and grants for capital expenditure - -

Development and financial contributions 185 189
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Increase/(decrease) in debt 3,447 4,926
Gross proceeds from sales of assets - -
Other dedicated capital funding - -
Total sources of capital funding 3,632 5,115
Applications of capital funding

Capital expenditure - to meet additional demand 341 2,398
Capital expenditure - to improve levels of services 2,362 1,305
Capital expenditure - to replace existing assets 1,355 2,745
Increase/(decrease) in reserves - -
Increase/(decrease) in investments - (479)
Total applications of capital funding 4,058 5,969

Surplus/(deficit) of capital funding

Funding balance

Funding Impact Statement - Drinking Water — Waikato Water

gg:;?ed funding impact statement ~ drinking water FY2024/25 |  FY2025/26 FY2026/27 |  Fv2027/28 |  Fv2028/29 |  FY2029/30 |  FY2030/31 FY2031/32 |  Fv2032/33 |  Fv2033/34
Sources of operating funding

General rates 0 0 0 0 0 0 0 0
Targeted rates 0 0 0 0 0 0 0 0
Fees and Other Revenue Sources 42,531 71,606 77,818 82,484 85,784 89,215 92,784 96,495
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Total sources of operating funding for drinking water

(5000) 42,531 71,606 77,816 82,484 85,784 89,215 92,784 96,495

Applications of operating funding

Payments to staff and suppliers 17,962 28,329 28,151 29,697 28,440 28,906 29,112 29,732
Finance costs 6,446 11,560 12,597 14,716 15,719 16,682 16,900 18,271
Internal charges and overheads applied 5,179 9,692 9,855 10,045 9,934 10,002 10,174 10,679
Other operating funding applications 3,151 3,581 3,581 3,581 3,582 3,581 3,581 3,582
Total applications of operating funding 32,737 53,161 54,185 58,039 57,675 59,172 59,168 62,265

9 79 Q AAA

8 6 4,44 8,109 0,04 016 4

Source of capital funding

Subsidies and grants for capital expenditure 0 0 0 0 0 0 0 0
Development and financial contributions 1,831 3,523 4,763 7,038 7,678 7,425 7,279 7,684
Increase/(decrease) in debt 30,709 34,213 30,583 17,836 25,353 7,667 15,828 (2,902)
Gross proceeds from sales of assets 0 0 0 0 0 0 0 0
Other dedicated capital funding 0 0 0 0 0 0 0 0
Total sources of capital funding 32,540 37,736 35,346 24,875 33,032 15,092 23,107 4,783

Applications of capital funding

Capital expenditure - to meet additional demand 13,612 9,347 8,047 9,909 7,570 3,368 3,659 1,543
Capital expenditure - to improve levels of services 13,195 25,991 27,882 11,002 14,384 8,800 14,417 9,773
Capital expenditure - to replace existing assets 15,526 20,843 23,047 28,409 39,187 32,878 38,047 27,697
Increase/(decrease) in reserves 0 0 0 0 0 0 0 0
Increase/(decrease) in investments 0 0 0 0 0 0 0 0
Total applications of capital funding 42,334 56,181 58,977 49,320 61,140 45,135 56,123 39,013
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Surplus/(deficit) of capital funding (9,793 (18,444) (23,631) (24,445) (28,109) (30,043) (33,016) (34,231)
Funding balance 0 0 0 0 0 0 0 0
Funding Impact Statement - Wastewater — South Waikato District Council

r;g;;‘;'ed' g Impact stat - Wastewater FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Sources of operating funding
General rates - -
Targeted rates 8,105 9,648
Subsidies and grants for operating purposes - -
Local authorities fuel tax, fines, infringement fees and 088 186
other
Fees and charges 177 265
Total sources of operating funding for wastewater 9,270 10,099
($000)
Applications of operating funding
Payments to staff and suppliers 5,127 5,524
Finance costs 765 1,032
Internal charges and overheads applied 1,858 1,547
Other operating funding applications - -
Total applications of operating funding 7,750 8,103

P de of operating ding 0 996
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Source of capital funding

Subsidies and grants for capital expenditure - -

Development and financial contributions 155 158

Increase/(decrease) in debt 9,195 6,297

Gross proceeds from sales of assets - -

Other dedicated capital funding - -

Total sources of capital funding 9,350 6,455

Applications of capital funding

Capital expenditure - to meet additional demand 214 -
Capital expenditure - to improve levels of services 9,729 5,894
Capital expenditure - to replace existing assets 927 3,026

Increase/(decrease) in reserves - -

Increase/(decrease) in investments - (469)

Total applications of capital funding 10,870 8,451

Surplus/(deficit) of capital funding

Funding balance -
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Funding Impact Statement - Wastewater - Waikato Water
ggg;';'edf ding impact statement -~ wastewater FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Sources of operating funding
General rates 0 0 0 0 0 0 0 0
Targeted rates 0 0 0 0 0 0 0 0
Subsidies and grants for operating purposes 0 0 0 0 0 0 0 0
(I;gtf:: authorities fuel tax, fines, infringement fees and 0 0 0 0 0 0 0 0
Fees and charges 46,686 68,883 74,857 79,348 82,522 85,823 89,256 92,826
'(':Jg"””"'ces of operating funding for wastewater 46,686 68,883 74,857 79,348 82,522 85,823 89,256 92,826
Applications of operating funding
Payments to staff and suppliers 25,812 27,528 27,608 28,500 39,578 39,882 40,327 41,803
Finance costs 9,162 17,345 17,660 21,099 22,044 21,927 21,456 21,745
Internal charges and overheads applied 6,378 8,427 8,505 8,672 8,835 8,812 8,889 9,257
Other operating funding applications 2,097 2,369 2,369 2,370 2,370 2,370 2,370 2,370
Total applications of operating funding 43,449 55,670 56,141 60,641 72,828 72,990 73,042 75,174

D de of operating ding 4 8,716 8,70 8 6,214 6

Source of capital funding
Subsidies and grants for capital expenditure 0 0 0 0 0 0 0 0
Development and financial contributions 3,962 7,110 10,289 14,888 16,255 16,196 15,415 16,705
Increase/(decrease) in debt 57,486 24,038 52,681 15,353 4,713 (5,986) (9,627) (996)
Gross proceeds from sales of assets 0 0 0 0 0 0 0 0
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Other dedicated capital funding 0 0 0 0 0 0 0 0

Total sources of capital funding 61,449 31,148 62,970 30,241 20,967 10,210 5,788 15,709

Applications of capital funding

Capital expenditure - to meet additional demand 13,525 15,305 20,977 13,514 7,818 6,582 3,038 12,857
Capital expenditure - to improve levels of services 38,194 13,939 37,027 15,711 10,508 5,365 7,378 10,250
Capital expenditure - to replace existing assets 12,967 15,117 23,682 19,724 12,336 11,096 11,586 10,254
Increase/(decrease) in reserves 0 0 0 0 0 0 0 0
Increase/(decrease) in investments 0 0 0 0 0 0 0 0
Total applications of capital funding 64,686 44,361 81,686 48,948 30,662 23,043 22,002 33,361

Surplus/(deficit) of capital funding (3,237) ‘ (13,214) ‘ (18,716) (18,707) ‘ (9,694) (12,833) ‘ (16,214) (17,652)

0 (1] 0

Funding balance 0 ‘ ‘ 0 ‘ 0 ‘ 0 0
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2. Projected statement of comprehensive revenue and expense
Statement of Comprehensive Revenue and Expense — Drinking Water — South Waikato District Council
Projected statement of profit and loss — drinking water
and wastewater services ($000) FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Revenue
Operating revenue 4,526 5,381
Other revenue 185 189
Total revenue 4,711 5,570
Expenses
Operating expenses 2,572 3,201
Finance costs 134 286
Overheads and support costs 1,394 1,040
Depreciation & amortisation 1,498 1,526
Total expenses 5,598 6,052
Net surplus/(deficit) (887) ‘ (482)
Revaluation of infrastructure assets 1,299 -
Total comprehensive income
Cash surplus/(deficit) from operations (ex non-cash
items)
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Statement of Comprehensive Revenue and Expense — Drinking Water — Waikato Water

:;‘:ﬁi?eﬁfe?:::v‘::::‘(’;g:;d loss — drinking water FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Revenue

Operating revenue 42,531 71,606 77,816 82,484 85,784 89,215 92,784 96,495

Other revenue 1,831 3,523 4,763 7,038 7,678 7,425 7,279 7,684

Total revenue 44,361 75,129 82,578 89,523 93,462 96,640 100,062 104,180

Expenses

Operating expenses 21,113 31,910 31,732 33,278 32,022 32,487 32,693 33,314

Finance costs 6,446 11,560 12,597 14,716 15,719 16,682 16,900 18,271

Overheads and support costs 5,179 9,692 9,855 10,045 9,934 10,002 10,174 10,679

Depreciation & amortisation 18,360 26,809 27,935 28,683 29,819 30,355 31,257 31,529

Total expenses 51,098 79,971 82,119 86,723 87,494 89,527 91,025 93,793
p de (6,735) (4,842)

Revaluation of infrastructure assets 23,889 24,869 24,1559 24,581 23,344 23,326 22,442 22,050

Total comprehensive income 17,154 ‘ 20,027 24,618 27,381 29,312 30,439 31,479 32,437

Cash surplus/(deficit) from operations (ex non-cash

items)
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Statement of Comprehensive Revenue and Expense — Wastewater — South Waikato District Council
::r’\i::::‘:ss;g;‘;me"t of profit and loss ~ wastewater FY2024/25 FY2025/26 |  FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Revenue
Operating revenue 9,270 10,099
Other revenue 155 158
Total revenue 9,425 10,257
Expenses
Operating expenses 5,127 5,524
Finance costs 765 1,032
Overheads and support costs 1,858 1,547
Depreciation & amortisation 2,594 2,673
Total expenses 10,344 10,776
Net surplus/(deficit) (919) ‘ (519)
Revaluation of infrastructure assets 1,986 -
Total comprehensive income
Cash surplus/(deficit) from operations (ex non-cash
items)
—— S — N4 —
i— ﬁx‘ /ﬁ_\ 1) TE KAUNIHERA A-ROHE O \% Solfth w Page 101 Of131
i V ) OTOROHANGA N\ Waikato 5 iDG
HAURAKI to kaunineracroneo (X i) N7 bistrict GREAT LAKE TAUPO meq Wartbmo
DISTRICT COUNCIL Z:s}ggﬂgﬁpmko &;i P DIETRCTCOUNCh. Council Teup District Councll DISTRICT COUNCIL District Council



2 Waikato

korero

Talkwwaaitcr Wa te r
@ Done Well

Statement of Comprehensive Revenue and Expense — Wastewater — Waikato Water

:;:il?cce':;’;.tgg‘;ment of profitand loss wastewater FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Revenue

Operating revenue 46,686 68,883 74,857 79,348 82,522 85,823 89,256 92,826

Other revenue 3,962 7,110 10,289 14,888 16,255 16,196 15,415 16,705

Total revenue 50,649 75,993 85,146 94,237 98,777 102,019 104,671 109,531

Expenses

Operating expenses 27,910 29,897 29,977 30,869 41,948 42,251 42,697 44,173

Finance costs 9,162 17,345 17,660 21,099 22,044 21,927 21,456 21,745

Overheads and support costs 6,378 8,427 8,505 8,672 8,835 8,812 8,889 9,257

Depreciation & amortisation 20,662 29,189 31,026 31,653 31,619 31,318 30,992 31,075

Total expenses 64,111 84,858 87,167 92,294 104,446 104,309 104,034 106,249
P de (13,462) (8,865) (5,670) (2,289)

Revaluation of infrastructure assets 26,551 27,082 26,798 27,108 24,857 24,261 22,575 22,071

Total comprehensive income 13,089 18,217 24,776 29,050 19,188 21,972

Cash surplus/(deficit) from operations (ex non-cash

items)
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3. Projected statement of cashflows

Statement of Cashflows — Drinking Water — South Waikato District Council

:::\’::::?;;g;‘;mem of cashflows — drinking water FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Cashflows from operating activities

Cash surplus/(deficit) from operations 611 1,044
Net cashflows from operating activities 611 1,044
Cashflows from investing activities

Capital expenditure — infrastructure assets 4,058 6,448
Increase/(decrease) in investments - (479)
Net cashflows from investing activities 4,058 5,969
Cashflows from financing activities

New borrowings 3,447 4,926
Repayment of borrowings - -
Net cashflows from financing activities 3,447] 4,925
Net increase/(decrease) in cash and cash equivalents - -
Cash and cash equivalents at beginning of year - -
Cash and cash equivalents at end of year -
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Statement of Cashflows — Drinking Water — Waikato Water

:::\'::::‘:;;g;e)mem of cashflows = drinking water FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Cashflows from operating activities

Cash surplus/(deficit) from operations 11,624 21,967 28,394 31,484 35,787 37,468 40,295 41,915

Net cashflows from operating activities 11,624 21,967 28,394 31,484 35,787 37,468 40,295 41,915

Cashflows from investing activities

Capital expenditure — infrastructure assets (42,334) (546,181) (58,977) (49,320) (61,140) (45,135) (56,123) (39,013)

[Other items]

Net cashflows from investing activities (42,334) (546,181) (58,977) (49,320) (61,140) (45,135) (56,123) (39,013)

Cashflows from financing activities

New borrowing 30,709 34,213 30,583 17,836 25,353 7,667 15,828

Repayment of borrowings (2,902)

Net cashflows from financing activities 30,709 34,213 30,583 17,836 25,353 7,667 15,828 (2,902)
SN ’ o ) 0 ‘ 0 0 0 0 0 0 0

Cash and cash equivalents at beginning of year 0 0 0 0 0 0 0 0

Cash and cash equivalents at end of year (1] ‘ 0 0 0 (1] 0 0 0
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Statement of Cashflows — Wastewater - South Waikato District Council

::’\’::::?g;;;me"t of cashflows ~wastewater FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Cashflows from operating activities

Cash surplus/(deficit) from operations 1,675 2,154
Net cashflows from operating activities 1,675 2,154
Cashflows from investing activities

Capital expenditure — infrastructure assets 10,870 8,921
Increase/(decrease) in investments - (469)
Net cashflows from investing activities 10,870 8,452
Cashflows from financing activities

New borrowings 9,195 6,298
Repayment of borrowings - -
Net cashflows from financing activities 9,195 6,298
Net increase/(decrease) in cash and cash equivalents - -
Cash and cash equivalents at beginning of year - -
Cash and cash equivalents at end of year - -
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Statement of Cashflows — Wastewater — Waikato Water

::’\’::::?g;;;me"t of cashflows ~wastewater FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Cashflows from operating activities

Cash surplus/(deficit) from operations 7,199 20,323 29,004 33,596 25,949 29,029 31,629 34,357

[Other items]

Net cashflows from operating activities 7,199 20,323 29,004 33,596 25,949 29,029 31,629 34,357

Cashflows from investing activities

Capital expenditure — infrastructure assets (64,686) (44,361) (81,686) (48,948) (30,662) (23,043) (22,002) (33,361)

[Other items]

Net cashflows from investing activities (64,686) (44,361) (81,686) (48,948) (30,662) (23,043) (22,002) (33,361)

Cashflows from financing activities

New borrowings 57,486 24,038 52681 15,353 4,713

Repayment of borrowings (5,986) (9,627) (996)

Net cashflows from financing activities 57,486 24,038 52681 15,353 4,713 (5,986) (9,627) (996)
ease/(decre d = : 0 ‘ 0 0 0 0 ()} 0 (]

Cash and cash equivalents at beginning of year 0 0 0 0 0 0 0 0

Cash and cash equivalents at end of year (1] ‘ 0 0 0 0 0 0 0
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4. Projected statement of financial position — Input: Individual financial positions for each of the 3 Waters — Resources:
Statement of Financial Position — Drinking Water — South Waikato District Council
::ﬂ:::;:;;;teme"t offinancial position drinking FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Assets
Cash and cash equivalents - -
Other current assets - -
Infrastructure assets 35,787 40,819
Other non-current assets - -
Total assets 35,787 40,819
Liabilities
Borrowings — current portion - -
Other current liabilities - -
Borrowings — non-current portion 4,896 9,821
Other non-current liabilities - -
Total liabilities 4,896 9,821
Net assets ‘ 30,891 ‘ 30,998
Equity
Revaluation reserves 27,971
Other reserves 3,027
Total equity 30,998
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Statement of Financial Position — Drinking Water — Waikato Water
Projected statement of financial position drinking
water ($000)

Assets

Cash and cash equivalents

FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Other current assets

Infrastructure assets 747,796 802,037 857,238 902,456 957,121 995,226 1,042,537 1,072,069

Other non-current assets

Total assets 747,796 802,037 857,238 902,456 957,121 995,226 1,042,537 1,072,069

Liabilities

Borrowings — current portion

Other current liabilities

Borrowings — non-current portion 242,583 276,796 307,379 325,216 350,569 358,235 374,064 371,162

Other non-current liabilities

Total liabilities 242,583 276,796 307,379 325,216 350,569 358,235 374,064 371,162

e 505,214 525,241 549,859 577,240 606,552 636,991 668,470 700,907

Equity

Revaluation reserves 505,214 525,241 549,859 577,240 606,552 636,991 668,470 700,907

Other reserves

Total equity ‘ 505,214 525,241 549,859 577,240 606,552 636,991 668,470 700,907

) = Waikato ~ H
e i ) OGTOROHANGA e GREAT LAKE TAUPO W m
HAURAKI e .y’ bistricr council P Olwtie Toups Disrict Councd Jvapa - Waitomo

= :
DISTRICT COUNCIL district council 4 Council

S — \ 4, —
mi— 9“ ﬁu_;\'\:» TE KAUNIHERA A-ROHE O \\’ South O IJJ / Page 108 of 131



Let's
korero
wal

Talk water

Waikato
Water
Done Well

Statement of Financial Position — Wastewater — South Waikato District Council

:;:\jlcieccetse;iss;:;;ment of financial position wastewater FY2024/25 FY2025/26
Assets
Cash and cash equivalents - -
Other current assets - -
Infrastructure assets 58,429 64,677
Other non-current assets - -
Total assets 58,429 64,677
Liabilities
Borrowings — current portion - -
Other current liabilities - -
Borrowings — non-current portion 24,454 31,752
Other non-current liabilities - -
Total liabilities 24,454 31,752
Net assets ‘ 32,975 ‘ 32,925
Equity
Revaluation reserves 30,546 30,546
Other reserves 2,429 2,379
otal equity 32,97 32,925
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Statement of Financial Position — Wastewater — Waikato Water

::’\’;ie:::?g;;;me"t offinancial position wastewater FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Assets

Cash and cash equivalents

Other current assets

Infrastructure assets 831,138 873,392 950,849 995,253 1,019,153 1,035,139 1,048,727 1,073,081
Other non-current assets

Total assets 831,138 873,392 950,849 995,253 1,019,153 1,035,139 1,048,727 1,073,081
Liabilities

Borrowings — current portion

Other current liabilities

Borrowings — non-current portion 363,997 388,035 440,716 456,069 460,782 454,796 445,169 444,173
Other non-current liabilities

Total liabilities 363,997 388,035 440,716 456,069 460,782 454,796 445,169 444,173

e e 467,141 485,358 510,133 539,184 558,372 580,343 603,555 628,908

Equity

Revaluation reserves 467,141 485,358 510,133 539,184 558,372 580,343 603,555 628,908
Other reserves
467,141 ‘ 485,358 510,133 539,184 558,372 580,343 603,555 628,908
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Part E:
Projected financial statements for stormwater

Projected financial statements — for stormwater

1. Projected funding impact statement

Funding Impact Statement Stormwater

:::::fx::::'?:(;gg)'mpa“ statement = FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Sources of operating funding
General rates - - - - - - - - - -
Targeted rates 1,169 1,828 2,387 2,888 2,927 2,985 3,064 3,072 3,057 3,094
Subsidies and grants for operating ) ) ) ) ) ) i ) ) )
purposes
Local authorities fuel tax, fines,
infringement fees and other 31 35 44 40 36 37 36 38 41 44
Fees and charges - - - - - - - - - -
:t‘:t:‘r'nsv“’,:::‘:s (‘;:)g:‘;'at'“g funding for 1,200 1,863 2,431 2,928 2,963 3,022 3,100 3,110 3,008 3,138
Applications of operating funding
Payments to staff and suppliers 576 606 620 634 648 662 675 688 701 714
Finance costs 114 218 452 484 501 533 518 511 470 413
Internal charges and overheads applied 510 496 506 511 509 517 507 506 516 511
Other operating funding applications - - - - - - - - - -
Total applications of operating funding 1,200 1,320 1,578 1,629 1,658 1,712 1,700 1,705 1,687 1,638
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Source of capital funding

Subsidies and grants for capital
expenditure

Development and financial contributions - - - - - - - - - -

Increase/(decrease) in debt 3,550 3,032 4,888 (835) (870) (866) (947) (942) (939) (1,019)

Gross proceeds from sales of assets - - - - - - - - - -

Other dedicated capital funding - - - - - - - - - -

Total sources of capital funding 3,550 3,032 4,888 (835) (870) (866) (947) (942) (939) (1,019)

Applications of capital funding

Capital expenditure - to meet additional

demand 1,069 B B B B B B B - -
Capl.tal expenditure - to improve levels of 2,295 3512 5,428 11 a1 a1 42 43 a4 45
services

Capital expenditure - to replace existing 186 63 313 353 304 403 411 420 13 436
assets

Increase/(decrease) in reserves - - - - - - - - - -
Increase/(decrease) in investments - - - - - - - - - -
Total applications of capital funding 3,550 3,575 5,741 464 435 444 453 463 472 481
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2.

Projected statement of profit and loss —

ST ) FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

Revenue

Operating revenue 1,200 1,863 2,431 2,928 2,963 3,022 3,100 3,110 3,098 3,138

Other revenue

Total revenue 1,200 1,863 2,431 2,928 2,963 3,022 3,100 3,110 3,098 3,138
Expenses

Operating expenses 576 606 620 634 648 662 675 688 701 714
Finance costs 114 218 452 484 501 533 518 511 470 413
Overheads and support costs 510 496 506 511 509 517 507 506 516 511
Depreciation & amortisation 1,073 1,073 1,093 1,299 1,305 1,310 1,400 1,405 1,411 1,500
Total expenses 2,273 2,393 2,671 2,928 2,963 3,022 3,100 3,110 3,098 3,138

Net surplus/(deficit)

Revaluation of infrastructure assets 1,550 - - 3,571 - - 3,502 - -

Total comprehensive income

Cash surplus/(deficit) from operations
(ex non-cash items)

1,310 1,400 1,405 1,411
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3.

Statement of Cashflows — Stormwater

Projected statement of cashflows —
drinking water services ($000)
Cashflows from operating activities

FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

Cash surplus/(deficit) from operations - 543 853 1,299 1,305 1,310 1,400 1,405 1,411 1,500
:;:\Z:;was U - 543 853 1,299 1,305 1,310 1,400 1,405 1,411 1,500

Cashflows from investing activities

Capital expenditure — infrastructure

3,550 3,575 5,741 464 435 444 453 463 472 481
assets

Retcashticseltiominyestine 3,550 3,375 5,741 464 435 444 453 463 an 481
activities

Cashflows from financing activities

New borrowings 3,550 3,032 4,888 - - - - - - -
Repayment of borrowings - - - (835) (870) (866) (947) (942) (939) (1,019)
sl el 3,550 3,032 4,388 (835) (870) (866) (847) (942) (939) (1,019)

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents at end of

year
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4.

Statement of Financial Position — Stormwater

Projected statement of financial
position drinking water ($000)
Assets

Cash and cash equivalents - - - - - - - - - -

FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 FY2033/34

Other current assets - - - - - - - - - -

Infrastructure assets 42,366 44,868 49,516 52,252 51,382 50,516 53,071 52,129 51,190 53,550
Other non-current assets - - - - - - - - - -
Total assets 42,366 44,868 49,516 52,252 51,382 50,516 53,071 52,129 51,190 53,550
Liabilities

Borrowings — current portion - - - - - - - - - -

Other current liabilities - - - - - - - - - -
Borrowings — non-current portion 3,673 6,705 11,593 10,758 9,888 9,022 8,075 7,133 6,194 5,175

Other non-current liabilities - - - - - - - - - _
Total liabilities 3,673 6,705 11,593 10,758 9,888 9,022 8,075 7,133 6,194 5,175

Net assets

Equity
Revaluation reserves 30,013 30,013 30,013 33,584 33,584 33,584 37,086 37,086 37,086 40,465
Other reserves 8,680 8,150 7,910 7,910 7,910 7,910 7,910 7,910 7,910 7,910

Total equity
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Water
Services
Delivery Plan: additional information

The risks and assumptions listed below focus on the high-level risks to implementing the establishment plan and achieving the intended ‘go live’ date of 1
July 2026. More detailed risks have been (and will continue to be) captured as part of the underpinning establishment team programme management risk
register. In relation to future operational / enterprise risk register, this is something that will be developed:

1. inaccordance with Waikato Waters risk enterprise framework and risk management policy once adopted, noting that these documents will be
informed by the governance direction and risk appetite confirmed by the independent Board as soon as practicable after appointment

2. with reference to the acceptable risk being transferred to Waikato Waters Limited under the terms of each executed transfer agreement entered into
by Waikato Waters

3. havingregard to any identified risks following an environmental scan by the Board in preparation for ‘go live’, this being any political, economic,
social, technological, environmental, and / or legal (PESTEL) risks identified

Risks and assumptions

Disclosure of risks and material assumptions for water services delivery

Risk Detailed description Mitigating actions

Day 1 is not achieved The Company is not established and ready to be Establishment strategy agreed by WWDW councils

operational from 1 July 2026
Appointment of the establishment board
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Risk Detailed description Mitigating actions

Establishment plan approved at end of June 2025 with a
professional Board in place and responsible for overseeing
implementation by 1 July 2026

LGFA The Company does not get LGFA approval / covenants | Early and ongoing engagement with LGFA in relation to
are overly onerous WWDW, the scale and the necessary steps for the CCO to be
approved and including reaching agreement on timeline to
Timeline for meeting LGFA covenants meet LGFA covenants.

Headroom built into the model and forecasts

Financial support provided by councils.

Understated costs The input costs from councils are materially Model has been sensitivity tested to reflect this

understated
Flexibility given to Board to respond

Staff recruitment Ability to recruit an experienced executive team to Org design to commence in August 2025 with a view to being
lead the establishment of the CCO finalised as soon as possible post CE appointment

Expert recruiter being sourced now to ensure ready to go
once roles confirmed
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Risk Detailed description Mitigating actions

Creating a culture of excitement and change to be an
attractive place to work

Regulatory uncertainty Uncertainty in the regulatory landscape the company Ongoing engagement with regulators
will be operating in and cost blow out.

Capital delivery ability Ability of the market to respond and deliver on the Strategic procurement to improve supply

capital works delivery
Smart consenting initiative

Scale gives extra buying power, makes company more
attractive to external contractors compared to councils alone

Actively engaging with market to ensure they understand the
forward programme
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Disclosure of risks and material assumptions for stormwater delivery

Risk Detailed description Mitigating actions

South Waikato District Council In-house delivery arrangement is not viable in future. Council to consider alternative delivery mechanisms with
stormwater delivery Waikato water or other parties after 1 July 2026.
mechanism

South Waikato District Council Input costs as per 10-year LTP Capital investment to be monitored in relation to LOS and

ongoing condition assessment and performance monitoring
on network assets.

stormwater costs

South Waikato District Council Ability to recruit and retain experienced stormwater Potential to outsource management of activity if difficult to
stormwater staff resources with proposed CCO being established in the | secure resources

region.
South Waikato District Council Uncertainty in regulatory landscape for stormwater Replacement consents are underway, but expect additional
stormwater regulatory activity capital required to meet LOS and compliance requirements.
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Significant capital projects

Significant capital projects — drinking water

‘s‘;g:::?;:)t Sepitalipioicct it ke FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projects to meet additional demand
Maraetai Road Intermodal Business Park 341 - - - - - - - - -
Tirau Additional Reservoir - 738 1,444 3,348 - - - - - -
Tirau Additional Growth Projects - - 4,068 - - 2,655 - - - -
New Pipe Colson Hill Res to Logan Street - - - - - 2,471 - - - -
New Pipe Logan to Mossop - - - - - 1,356 - - - -
New Pipe Mossop to Maraetai - - - - - - 1,453 - - -
New Pipe Maraetai to Growth Cell 1

- - - - 566 - - - - -
Tokoroa
Tirau New Reservoir - - - 2,600 - - - - - -
Water main Fairview to SH1 - - - - - - 868 - - -
Water Main SH1 to Church - - - - - - 1,233 - - -
Water Main - Church Street to Bexhill - - - - - - 276 - - -
Water Main - Depot to Okoroire Growth

- - - - - - 360 - - -
Cell
Waihou Pump Station Resource Consent - - - - - - 142 - - -
Waihou Pump Station Upgrade - - - - - - 1,326 - - -
Reservoir Street Watermain Upgrade - 1,661 539 - - - - - - -
Sholson Street Watermain Upgrade - - 1,024 - - - - - - -
Arapuni Street Watermain Upgrade - - - - - 1,046 - - - -
Duplicate Pinedale Reservoir Outlet - - - - - - 1,993 - - -
L‘:r:'a'r"‘;’e“me"t to meet additional 341 2,398 7,075 5,948 566 7,528 4,873 - - -
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3;5;‘;?‘(:;"(‘)‘ ] e EEE — Cn Tz FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projects to improve levels of services
Health & Safety 41 42 43 44 45 46 47 48 49 50
Minor New Works 52 53 54 55 56 58 59 60 61 62
District Water Telemetry and Scada

823 - - - - - - - - -
Upgrades
Water meters - - 862 4,411 4,508 - - - - -
Putaruru Water pH Correction Plant 103 526 - - - - - - - -
Te Waihou Headworks - Control Panel ) n . ) ) ) ) } ) )
Upgrade
Pinedale Reservoirs Upgrade - - 162 1,654 1,690 - - - - -
Glenshea Water Supply - Standby . 158 ) ) ) ) ) ) . .
Generator
Glenshea Booster Pump - - - - 1,149 - - - - -
Billah Street Filtration (Tokoroa) 515 - - - - - - - - -
Co'Ison Hill Reservoirs Seismic 103 a1 . ) ) ) ) ) ) )
Reinforcement
Tirau Water Source Investigation 515 - - - - - - - - -
Tirau Water Supply Headworks Pump . ) ) ) ) ) ) )
Upgrade 84 862
Tirau Water Supply Rising Main and . . 212 261 ) ) ) ) ) )
Pipelines Upgrade
Elizabeth Park Headworks Improvements 210 - - - - - - - - -
IT::::S' 2‘:::3; :ts to meet improve 2,362 1,305 2,196 6,425 7,449 104 106 108 110 112
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:ﬁ::rli;:)t capital projects - drinking FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projects to replace existing assets

Capital Component of Maintenance 51 53 54 55 56 58 59 60 61 62
Water Renewal 690 1,411 2,167 2,205 4,542 3,855 3,936 4,014 4,095 4,172
Reservoirs - Seismic Assessments 160 163 - - - - - - - -
Lichfield Water Main Renewal 36 - - - - - - - - -
Plant & Equipment Replacement 314 277 240 294 276 211 238 173 257 267
Glenshea Reservoir Repairs 103 842 - - - - - - - -
Ezrt;iz;\:\éide Water Supply Resource ) ) ) ) 225 460 i ) ) )
::::t'si“"e“me"t toreplace existing 1,354 2,745 2,461 2,555 5,100 4,583 4,233 4,247 4,412 4,501

Total investment in drinking water

assets
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Significant capital projects — wastewater

Significant capital projects — wastewater | FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34

Projects to meet additional demand
Maraetai Road Intermodal Business Park

Buckland Street WW Pump Station
Upgrade

214 - - - - -

657 - - - -

Grey Street Pump Station Rising Main - - - - - -

3,658 - - -

Grey Street Pump Station Upgrade

156

Lower Tirau Street Main Upgrade

2,184

Tirau Additional Growth Projects - - -
Tokoroa Additional Wastewater Projects - - -
Baird Road Pump Station Upgrade for
Growth

Gravity Main Maraetai Rodd to Growth Cell
1

Gravity Main - Maraetai Rd to Matarawa
Reserve

Gravity Pipe - Hutloc to 41 Jedburgh - - - - - -
Gravity Pipe, Cell 1, Church St - Main Rd to
Okoroire St

Gravity Pipe, Okoroire Street to Depot
Street

Gravity Pipe - Bear St to Tennis Courts - - - -
Pump Station and Rising Main Okoroire
Road

Tirau wastewater - Growth Cell B
Pumpstation and rising main

Tirau wastewater - Growth Cell C
Pumpstation and rising main

Total investment to meet additional
demand

1,516 - - - - -

2,639 - - - - -

1,550 - - - - -

1,359 - - - - -

1,197 - - - - -

800 - - - - -

162 1,654 - - - - - -

161 1,654 - - - - - -

214 = 323 7,705 9,061 1,039 10,334 5,046 738 =
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Significant capital projects — wastewater | FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projects to improve levels of services
Health & Safety 41 42 43 44 45 46 47 48 49 50
Minor New Works 51 53 54 55 56 58 59 60 61 62
Wastewater Upsizing Contributions 21 21 22 22 23 23 23 24 24 25
District Wastewater Telemetry and Scada

823 - - - - - - - - -
Upgrades
Putaruru WWTP Denitrification 2,575 5,263 20,000 3,000 - - - - - -
Harris Block WW Pumpstation Upgrade

51 - - - - - - - - -
(Tokoroa)
Tasman Ave WW Pumpstation Upgrade 10 ) ) ) ) i i i i i
(Tokoroa)
Tokoroa WWTP Hydraulic Improvements 515 - - - - - - - - -
Ba.lrd Bd/Tasman Dr WW Pump Station - ) 105 323 i i ) i i i )
Seismic Upgrades
Baird Road WW Pump Station Upgrade ) 116 1175 i i ) i i i )
(Tokoroa)
Treatment Plant Digestor 200 - - - - - - - - -
Tokoroa Wetlands 309 - - - - - - - - -
Tokoroa WWTP De-nitrification 1,030 - - - - - - - - -
Tokoroa WWTP Standby Generator - 263 - - - - - - - -
Tokoroa WWTP Upgrades - - 377 992 - - - - - -
Portable Generator - - 162 - - - - - - -
Putaruru Wetlands 773 - - - - - - - - -
Arapuni Tirau St Wastewater Pipe Upgrade 1,840 - - - - - - - - -
| o 1) —
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Putaruru WWTP Consent Upgrades 150 - - - - - - - - -

Galway Crescent Pump Station - - - 110 - - - - - -

Putaruru WWTP Standby Generator - - 269 - - - - - - -

Tirau WWTP Inlet Works Upgrade 1,339 - - - - - - - - -

Tirau WWTP MBR Improvements & Alum

. - - - 717 1,916 - - - - -
Dosing

Bear Street WW Pumpstation Upgrade
(Tirau)

New WW Pump Station 53 - 55 Arapuni B _ _ 77 789 - _ _ - -
Road

:?Z:lnll::;:?tment to meet improve levels 9,729 5,895 22,749 5,018 2,829 127 129 132 134 137

- 32 323 - - - - - - -

Significant capital projects — wastewater | FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projects to replace existing assets

Wastewater Renewal 309 632 970 1,103 1,916 1,726 1,762 1,797 1,833 1,368
Tokoroa WWTP - FAST Filter Media 155 1,947 ) ) ) i i ) ) )
Replacement

Plant & Equipment Replacement 463 447 959 502 513 524 534 545 556 567
VO R o D e 927 3,026 1,929 1,604 2,429 2,250 2,297 2,343 2,390 2,435

assets

Total investment in wastewater assets
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Significant capital projects - stormwater

Significant capital projects — stormwater | FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Projects to meet additional demand

Maraetai Road Intermodal Business Park 1,069 - - - - - - - - -
Total investment to meet additional 1,069 _ _ _ _ _ : : : :
demand

Projects to improve levels of services

Minor New Works 37 38 39 40 41 41 42 43 45 45
Putaruru Stormwater Upgrades 2,051 2,105 3,772 - - - - - - -
IRrTl1J ;L:oc\/re%pegr:fsd(e P\L,J\:Z:LIJ( :ug){ el st 22 263 ) ) ) ) ) ) ) B
Philip Street (Putaruru) 103 632 - - - - - - - -
Stafford Place (Tokoroa) 52 316 - - - - - - - -
Ashworth Street and Sloth Road (Tokoroa) - 158 1,617 - - - - - - -
High Level Overflow - Harry Martin Drive

(Putaruru) ) ) ) 1 ) ) ) ) ) .
Treatment Devices - - 216 221 225 230 235 240 244 249
z?t::ni,?c‘;‘ftme"t to meet improve levels 2,295 3,512 5,644 332 266 271 277 283 289 204
Projects to replace existing assets

Stormwater Renewal 31 63 97 132 169 173 176 180 183 187
Urban Stormwater Consent Renewals 155 - - - - - - - - -
Total investment to replace existing 186 63 97 132 169 173 176 180 183 187

assets

Total investment in stormwater assets 3,550 3,575 5,741
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AGREEMENT dated 23 July 2025

PARTIES

Hauraki District Council
Matamata-Piako District Council
Otorohanga District Council
South Waikato District Council

Taupo District Council
Waipa District Council
Waitomo District Council

(collectively referred to as the "Shareholding Councils")

Waikato Waters Limited
("Waikato Waters" or "the Company")

BACKGROUND

A. Under the implementing legislation for Local Water Done Well, all councils in New Zealand
have been mandated to develop a financially sustainable and regulatory-compliant model for
delivering water services to their communities.

B. The aim of the Local Water Done Well water services system is to ensure water services are
safe, reliable, environmentally resilient, customer responsive and delivered at the least cost
to customers. Councils have been encouraged to consider how to do local water well and
whether creating a jointly owned water organisation is the optimal structure for their
communities.

C. The Waikato is known nationally for its leadership in managing water to help ensure better
long-term outcomes for the Waikato and Waipa rivers, Hauraki Coromandel rivers and
Tikapa Moana/Hauraki Gulf. Guided by the vision of Te Mana o Te Wai, Te Mana
o Te Tangata | Healthy Water, Healthy People, the Shareholding Councils have worked
together to identify and co-design a water services delivery option that best leverages their
respective strengths, addresses their common challenges and can achieve the following
strategic outcomes ("Strategic Outcomes"):

(a) Financial sustainability: create scale and change (including through further
Company expansion opportunities) to enable the significant investment required to
deliver efficient and financially sustainable water services that comply with
regulatory requirements and enable urban and commercial development.

(b) Leading workforce: create the conditions to build and sustain a highly skilled,
adaptable and world-leading water workforce that can innovate and collaborate to
drive outcomes for the part of the Waikato region serviced by the Company (and in
collaboration (where practicable) with other service providers in the wider region).

3462-9321-1195 v3 1



(c) Customer focus: be customer-focused, leveraging new technologies, while also
building customer awareness of their role in the water system and the value of
water.

(d) Local influence: ensure local voice is represented in critical decision-making
around water investment and management across the region, including decisions
in relation to water takes and water discharges.

(e) Delivering on expectations: meet the expectations of key partners and
stakeholders including those represented in Treaty settlements and applicable joint
management agreements.

() Health and the environment: protecting public health and the environment.

D. Following public consultation, each of the Transferring Shareholding Councils has formally
resolved to jointly establish Waikato Waters for the purpose of providing drinking water and
wastewater services across their respective service area and to each enter into a Transfer
Agreement based on the Agreed Form Transfer Agreement set out in Schedule 12. In order
to ensure that their communities receive the water services they deserve, the Shareholding
Councils will be responsible for monitoring the performance of Waikato Waters in performing
those services and holding it accountable for any non-performance.

E. To manage the risk of multiple council businesses coming together in Waikato Waters, the
Transferring Shareholding Councils have agreed that they will transfer their respective water
services business into Waikato Waters in a staggered manner. Each of these Shareholding
Council enters into this agreement to record (amongst other matters) its commitment to
transfer its water services business to the Company on the Agreed Transfer Date under the
terms of a transfer agreement (which will be based on the terms of the Agreed Form
Transfer Agreement and completed in accordance with the Transfer Principles).

F. Taupd District Council: Taupd DC has identified a stand-alone business unit as its
preferred water services delivery model and therefore does not have an Agreed Transfer
Date. However, as a founding council in Waikato Water Done Well, it wishes to remain
involved in the Company as a Stage 1 Shareholder on the terms set out in this agreement
(and certain provisions will not apply to Taupo DC due to the limited nature of its
involvement).

G. Each Shareholding Council also acknowledges that the success of Waikato Waters rests on
each complying with their commitments to Waikato Waters and each other (including in the
development and delivery of their respective water delivery plans).

H. Waikato Waters must meet all relevant Treaty settlement obligations and other agreements,
including joint management agreements, that apply across the service area. This does not
change any existing commitments to lwi from any council. As part of the transition into
Waikato Waters, there is an opportunity for Waikato Waters (and its Shareholding Councils)

to:

(a) benefit from strategic relationships with Iwi partners to deliver on its purpose (and
identify cost effective solutions to resource consents); and

(b) build upon existing co-governance entities / authorities of the region.
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l. The parties now enter into this agreement to record their respective relationships with each
other and how the Shareholding Councils will manage their shareholdings in Waikato
Waters. The agreement also sets out the process that will apply to reach agreement on the
role of Iwi in ongoing Shareholder decision making.

J. Once Waikato Waters accedes to this agreement following incorporation, Waikato Waters
will be a party to this agreement and will have certain obligations owed to it by, and owed by
it to, the Shareholding Councils.

K. The terms and conditions of this agreement are set out in Schedule 1 (Agreement Details)
and Schedule 2 (Terms and Conditions) together with the further Schedules that are referred
to in Schedule 2.

SIGNATURES

1. Hauraki District Council

By:

Signed by: David Speirs

Signature of Authorised Signatory Signature of Authorised Signatory

Name of Authorised Signatory Name of Authorised Signatory

2. Matamata-Piako District Council
By: //f, A nﬁ//
/

(/ _—

Signature of Authorised Signatory Signature of Authorised Signatory
Adrienne Wilcock

Name of Authorised Signatory Name of Authorised Signatory

3. Otorohanga District Council

By: 2

Signature of Authorised Signatory Signature of Authorised Signatory
Max Baxter

Name of Authorised Signatory Name of Authorised Signatory
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4. South Waikato District Council
By:

Russall

Md\ 2agh

Signature of Authorised Signatory

Susan Mary Law

Name of Authorised Signatory

5. Taupo District Council

By:

Signature of Authorised Signatory

Name of Authorised Signatory

Signature of Authorised Signatory

Julie Ann Gardyne

Signature of Authorised Signatory

Name of Authorised Signatory
6. Waipa District Council

Name of Authorised Signatory

Signature of Authorised Signatory

Susan O'Regan

Signature of Authorised Signatory

Name of Authorised Signatory

7. Waitomo District Council

By:

Name of Authorised Signatory

Signature of Authorised Signatory

John Robertson

Signature of Authorised Signatory

Name of Authorised Signatory

8. Waikato Waters Limited
By:

Name of Authorised Signatory

_F

2 /'I/q_,/\_/ﬁ.ld’l e

-

Signature of Authorised Signatory
Steph O'Sullivan

Signature of Authorised Signatory
Susan Law

Name of Authorised Signatory

Name of Authorised Signatory
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SCHEDULE 1 — AGREEMENT DETAILS

Service Area(s) for At any time, the applicable Service Area of each current Stage 2
grov[smrlof Water Shareholding Council
ervices

(Clause 1.1, Schedule 2, and
Schedule 6)

Initial share issue and Stage 1 Shares
shareholding

(Clause 2.3, Schedule 2) Total Shares to be issued on the Incorporation Date: 700 Stage 1

Shares.

Initial Shareholding Councils:

Number of Stage 1

Shareholder Shares
Hauraki District Council 100
Matamata-Piako District Council 100
Otorohanga District Council 100
South Waikato District Council 100
Taupo District Council 100
Waipa District Council 100
Waitomo District Council 100

Stage 2 Shares

Further Shares to be issued: The Company commits to issue Stage 2

Shares to Shareholding Councils on the terms set out in this agreement.

Price payable for each $1.00
share issued

(Clause 2.4, Schedule 2)

Name of Company Waikato Waters Limited

(Clause 2.5, Schedule 2)
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Registered office and
address for service of
Company

(Clause 2.5, Schedule 2)

c¢/- Co-Lab Company Secretary, 6/34d Lake Street, Cambridge,
Cambridge, 3434, New Zealand

Initial business set up
activities

(Clause 3.3, Schedule 2)

Refer to the Establishment Strategy included at Schedule 3.

Directors

(Clause 4, Schedule 2)

Initial Directors: The Initial Directors to be listed in the application for
registration of the Company and pending appointment of the

Establishment Board are:

Initial Director(s) — appointed in accordance with the
terms included in Schedule 4:

David Alexander Spiers
Manaia Dean Te Wiata
Tanya Lee Winter

Susan Mary Law
Stephanie Jane O'Sullivan

Benjamin Eric Smit

Directors on Establishment Board: The directors on the
Establishment Board (one chair and at least two other directors) will be
appointed by the Shareholder Representative Forum after the
Company's Incorporation Date in accordance with the Board Matrix of
Skills and from the date of the first appointment, will replace the Initial

Directors.

Operational Directors: Further directors (up to a maximum of seven
directors in total appointed at any one time) will be appointed by the
Shareholder Representative Forum by no later than the Operational

Date in accordance with the Board Matrix of Skills.

Establishment of
Shareholder
Representative Forum

(Clause 6.1, Schedule 2)

Yes

The Shareholding Councils have confirmed the Shareholder

Representative Forum will be established and will operate in accordance
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with the SRF Terms of Reference included at Schedule 7 (as amended

by time to time in accordance with those terms)

Failure to attend
Shareholder
Representative Forum
meeting

(Clause 4.5, Schedule 7)

Major Decisions

(Clause 6.1(j), Schedule 9)

From the date of this agreement until its Completion Date, each
Shareholding Council will comply with the major decisions framework
set out in Schedule 9 and engage with the Company in relation to any
Major Decisions.

Other matters to be
included in the
Statement of
Expectations

(Clause 11.5, Schedule 2)

As set out in Schedule 11.

Time period before
publication to provide
the agreed Statement
of Expectations to the
Chairperson of the
Board, the Chief
Executive of the
Company and the
Shareholder
Representative Forum

(Clause 11.6, Schedule 2)

Two weeks.

Principles for share
issue of Stage 2
Shares

(Clause 14.3, Schedule 2)

Stage 2 Shares are issued in accordance with clause 12 of Schedule 2,
based on the principle of allocation proportional to the number of Total

Water Connections within the Service Area of the relevant Council. The
allocation of shares will be reviewed periodically, and on the admission

of any new Shareholder to ensure this principle is adhered to.

Interest rate payable
on payment default

(Clause 17.3(a), Schedule 2)

Bill Rate plus 3% per annum.
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Place of arbitration

(Clause 18.6(c), Schedule 2)

Cambridge (unless agreed otherwise in writing by the parties)

Address for notices

(clause 16.1, Schedule 2)

Hauraki District Council

Matamata-Piako District Council

Physical address: 1 William
Street, Paeroa 3600

Postal address: PO Box 17,
Paeroa 3640

Email: david.speirs@hauraki-
dc.govt.nz

Attention: David Spiers

Physical address: 35 Kenrick
Street, Te Aroha

Postal address: PO Box 266, Te
Aroha 3342

Email: mtewiata@mpdc.govt.nz

Attention: Manaia Te Wiata

Otorohanga District Council

South Waikato District Council

Physical address: 17 Maniapoto
Street, Otorohanga

Postal address: PO Box 11,
Otorohanga 3940

Email: tanya@otodc.govt.nz

Attention: Tanya Winter

Physical address: 1-5 Torphin
Cres, Tokoroa 3420

Postal address: Private Bag 7,
Torphin Crescent, Tokoroa

Email:
susan.law@southwaikato.govt.nz

Attention: Susan Law

Taupdo District Council

Waipa District Council

Physical address: 30 Tongariro
Street, Taupd 3330

Postal address: Private Bag
2005, Taupd Mail Centre, Taup0o
3352

Email: jgardyne@taupo.govt.nz

Attention: Julie Ann Gardyne

Physical address: 101 Bank
Street, Te Awamutu

Postal address: Private Bag
2402, Te Awamutu 3840

Email:
steph.o’sullivan@waipadc.govt.nz

Attention: Steph O'Sullivan
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Waitomo District Council

Waikato Waters Limited

Physical address: 15 Queen
Street, Te Kaiti

Postal address: PO Box 404, Te
Kaiti 3941

Email:
ben.smit@waitomo.govt.nz

Attention: Ben Smit

Physical address:
Postal address:
Email:

Attention:

Shareholder
Representative Forum
membership

(Schedule 7)

Each Shareholding Council will have one SRF Representative on the
Shareholder Representative Forum. In the absence of the relevant

Shareholding Council agreeing otherwise, the SRF Representative for
each Shareholding Council will be that Shareholding Council's Mayor.

Quorum for meetings of the Shareholder Representative Forum: 75% of
the Transferring Shareholding Councils by number and by voting

percentage.
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SCHEDULE 2 — TERMS AND CONDITIONS

AGREEMENT

1.1

DEFINITIONS AND INTERPRETATION
Definitions: In this agreement the following definitions apply:

"Agreed Form Transfer Agreement" means the template transfer agreement at Schedule
12 agreed to by the parties

“Agreed Proportionate Amount” has the meaning set out in clause 8.3 of this agreement.

"Agreed Transfer Date" means the intended completion date agreed by a Transferring
Shareholding Council for the transfer of its water services business to the Company, as set
out in section 6 of the Establishment Strategy or, in the context of Taupd DC, as agreed
between it and the Company while Taupd DC is still a Stage 1 Shareholder.

"Alternate" means in relation to a Shareholding Council, an alternate to that Shareholding
Council's SRF Representative to attend and vote at meetings of the Shareholder
Representative Forum but only where the relevant SRF Representative is unable to do so.

"Bill Rate" means, in respect of any rate of interest to be calculated pursuant to this
agreement, the 90 day bank bill interest rate stated on the following page (or any successor
page) http://www.rbnz.govt.nz/statistics/b2 at or about 3.00 pm on the first Business Day of
the period in respect of which such rate of interest is to be calculated, and thereafter at
intervals of 90 days from that Business Day.

"Board" means the board of Directors of Waikato \Waters.

"Board Matrix of Skills" means the Matrix of Skills included in Schedule 10 as amended by
the Shareholder Representative Forum from time to time.

"Business" means the business and activities set out in clause 2.2 of the Constitution.
"Business Day" has the meaning given to the term "working day" in the LGA.

"CCO" means a Council Controlled Organisation within the meaning of section 6 of the Local
Government Act 2002.

"Companies Act" means the Companies Act 1993.

"Completion Date" means the date specified as the completion date in the Transfer
Agreement between a Shareholding Council and the Company and, at the time of entry into
this agreement, is intended to be the Agreed Transfer Date.

"Confidential Information" means all information of a confidential nature (which, where the
confidentiality of the information is not expressly stated, shall be determined by the recipient,
acting reasonably) obtained by one party from the other party under or in connection with
this agreement, including, in relation to Waikato Waters, trade secrets, proprietary
information and confidential information belonging to Waikato Waters that are not generally
known to the public, including information concerning business plans, financial statements
and other information provided pursuant to this agreement, operating practices and methods,
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expansion plans, strategic plans, marketing plans, contracts, customer lists or other business
documents which Waikato Waters treats as confidential, and any other information in respect
of which Waikato Waters is bound by an obligation of confidence owed to a third party.

"Constitution" means the constitution of Waikato Waters as filed with the New Zealand
Companies Office on the Incorporation Date, as amended from time to time.

"Council Water Infrastructure Debt" has the meaning set out in the relevant Shareholding
Council's Transfer Agreement.

"Director" means a director of Waikato Waters.
"Drinking Water Supply" has the meaning in the LG(WS) Act.

"Establishment Board" means the Board of the Company appointed in accordance with
clause 4.2.

"Establishment Budget" means the budget approved by the SRF in accordance with clause
6.1(b).

"Establishment Costs" means those costs that have been invoiced by Waikato Local
Authority Shared Services Ltd t/a Co-Lab to the Shareholding Councils and are identified as
being the costs for Phase Il and / or Phase Il of the Waikato Water Done Well mahi.

"Establishment Funding" means the funding required to meet the payments required under
the Establishment Budget and which Transferring Shareholding Councils will (until such time
as the Company is able to borrow directly from LGFA to meet the required payments)
provide by way of paying their Establishment Funding Share to the Company.

"Establishment Funding Share" means the share of the Establishment Funding a
Shareholding Council is required to pay to the Company, being that percentage of the
Establishment Funding as equals the relevant Shareholding Council's expected proportion of
the Stage 2 Shares on issue on the last Agreed Transfer Date, being:

Hauraki 16%
Matamata-Piako 25%
Otorohanga 4%
South Waikato 17%
Waipa 33%
Waitomo 5%

"Establishment Funding Payment Dates" means a date that is no later than five Business
Days before 1 August 2025, 1 October 2025 and 1 January 2026 and 1 April 2026, provided
that:

(a) if any such date is less than five Business Days after the Establishment Budget is
approved by the SRF, then that date will be replaced by the date that is five
Business Days after the Establishment Budget is approved by the SRF; and
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(b) where the Company is able to borrow sufficient funding from the LGFA on or
before any of these dates, the dates after which such funding is available will not

apply.

"Establishment Period" means the period between the Incorporation Date of the Company
and the Operational Date.

"Establishment Strategy" means the strategic plan set out in Schedule 3 for
operationalising Waikato Waters, including the Agreed Transfer Date in respect of each
Shareholding Council who has committed to transfer its water services to the Company.

"Event of Default" in respect of a Shareholder means where a Shareholder breaches or fails
to observe any of its obligations under this agreement and:

(a) if that breach or failure is capable of remedy, does not remedy that breach or
failure within 20 Business Days of notice from any other Shareholding Council
specifying the breach or failure and requiring remedy; and

(b) if that breach or failure is not capable of remedy, that breach or failure is material in
the context of the obligations of that Shareholder under this agreement.

"Financial Year" means:

(a) the period from the Incorporation Date to 30 June immediately following the
Incorporation Date;

(b) each subsequent period commencing on 1 July and ending on the next 30 June
during the Term; and

(c) the period from 1 July immediately preceding the end of the Term, to the end of the
Term.

"Incorporation Date" means the date on which Waikato Waters is incorporated as a limited
liability company as determined by the date recorded by the New Zealand Companies Office.

"Initial Director" means those persons named as Directors in the application for registration
of the Company who will be the initial Directors of the Company.

"lwi" means, for the purpose of this agreement (unless the SRF agree otherwise), those lwi
authorities who were members of the Waikato Joint Mayors and Chairs Forum at the
inception of Waikato Water Done Well in August 2023 and whose partnering council is a
Shareholder has an Agreed Transfer Date.

"LGA" means the Local Government Act 2002.

"LGFA" means the New Zealand Local Government Funding Agency Limited.

"LG(WS) Act" means the Local Government (Water Services) Act 2024.

"Local Authority" has the meaning given to it in the LGA.

"Maijor Decision" has the meaning set out in Schedule 9.
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"Material" means material in the context of the Business and assets of \Waikato Waters as a
whole.

"New Debt" means debt incurred by the Company to the LGFA after the relevant
Shareholding Council's Completion Date, which is not incurred in order to pay another
Shareholding Council's Settlement Amount or Council Water Infrastructure Debt.

"Operational Date" means the first Completion Date reached under a Transfer
Agreement(s) between the Company and a Shareholding Council in accordance with the
terms of that Transfer Agreement.

"Ordinary Resolution" has the meaning given to it in the Constitution.

"Post-Completion Transition Services” means the services that the Company engages a
Shareholding Council to provide immediately from the Completion Date, as particularised in
Schedule 3 of the relevant Transfer Agreement.

"Preliminary Arrangements Act" means the Local Government (Water Services
Preliminary Arrangements) Act 2024.

"Related Company" has the meaning given to that term in the Companies Act.
"Reserved Matter Period" means the relevant of the following time periods:

(a) from the Incorporation Date until the Operational Date ("Reserved Matter Period
1ll);

(b) from the Operational Date until the termination or replacement of this agreement
("Reserved Matter Period 2").

"Reserved Matters" means matters of the nature listed in Schedule 8.

"Security Interest" includes a mortgage, debenture, charge, lien, pledge, assignment or
deposit by way of security, bill of sale, lease, hypothecation, hire purchase, credit sale,
agreement for sale on deferred terms, option, right of pre-emption, caveat, claim, covenant,
interest or power in or over an interest in an asset and any agreement or commitment to give
or create any such security interest or preferential ranking to a creditor including set off.

"Service Area" in respect of the service areas identified in Schedule 1, has the meaning set
out in the LG(WS) Act where such service area is within the boundary of a current Stage 2
Shareholding Council (as that boundary is constituted at any time in Part 2, Schedule 2,
LGA).

"Settlement Amount" has the meaning set out in the relevant Shareholding Council's
Transfer Agreement.

"Shares" means shares in Waikato Waters on issue from time to time.

"Shareholder Representative Forum" or "SRF" means the joint committee formed by the
Shareholding Councils pursuant to clause 7.1.

"Shareholding Council" means each of the Councils who are listed as a party to this
agreement.
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"Special Majority Resolution" means a resolution that is approved by:
(a) Special Resolution by Vote; and
(b) Special Resolution by Number.

"Special Resolution by Number" means a resolution that is approved by the Shareholding
Councils who:

(a) have committed to an Agreed Transfer Date that is on or before 1 July 2028 and
that are entitled to vote; or

(b) are otherwise specifically permitted to vote pursuant to Schedule 8,

with no more than two such Shareholding Councils voting against the resolution or
abstaining from voting.

"Special Resolution by Vote" means a resolution that is approved by a majority of 75% of
the votes (with one vote per Share) of those Shareholding Councils entitled to vote and
voting on the question.

"SRF Representative" has the meaning given to it in Schedule 7.

"SRF Terms of Reference" means the terms of reference of the Shareholder
Representative Forum in the form set out in Schedule 7 as amended from time to time by
agreement of the Shareholding Councils.

"Stage 1 Shareholder" means, at the relevant time, any, or the relevant, Shareholding
Council(s) that hold Stage 1 Shares.

"Stage 2 Shareholder" means, at the relevant time, any, or the relevant, Shareholding
Council(s) that hold Stage 2 Shares.

"Stage 1 Shares" means the shares issued by the Company in accordance with clause 2.3
on the terms set out in Schedule 5.

"Stage 2 Shares" means the shares issued by the Company in accordance with clause 12
on the terms set out in Schedule 6.

"Statement of Expectations" has the meaning given to it in LG(WS) Act.
"Stormwater Services" has the meaning given to it in LG(WS) Act.

"Strategic Outcomes" has the meaning given to it in paragraph C of the Background to this
agreement.

"Taupo DC" means Taupd District Council.

"Total Water Connections" means the sum of the number of connections to the wastewater
network and the number of connections to the water network within the Service Area
(excluding connections that are not serviced, whether or not such connections are
serviceable).
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1.2

"Transfer Agreement" means the agreement to be entered into between each Shareholding
Council and the Company in accordance with the requirements of the LG(WS) Act, which will
be in the form of the Agreed Form Transfer Agreement.

"Transfer Principles" means the principles set out in the clause 9 of this agreement which
will inform the manner in which each Shareholding Council and the Company will complete
the Agreed Form Transfer Agreement.

"Transferred Water Services" means, in respect of each Shareholding Council, that

Shareholding Council's Drinking Water Supply and Wastewater Supply services that will
transfer to the Company in accordance with the relevant Transfer Agreement.

"Transferring Shareholding Council" means a Shareholding Council with an Agreed
Transfer Date.

"Treaty settlement obligation" means an obligation under a Treaty settlement Act or a
Treaty settlement deed as those terms are defined in the LG(WS) Act.

"Waikato Water Done Well" means the programme of work the Shareholding Councils have
collectively funded which has supported co-ordinated decision making across councils.

"Wastewater Supply" has the meaning set out in the LG(WS) Act.
"Water Services Strategy" has the meaning set out in the LG(WS) Act.

Interpretation: In this agreement, unless the context otherwise requires:

(@) headings are for convenience only and do not affect interpretation;

(b) the singular includes the plural and vice versa, and a gender includes other
genders;

(c) another grammatical form of a defined word or expression has a corresponding
meaning;

(d) words in this agreement have the same meaning as in the Companies Act unless

inconsistent with the context;
(e) a reference to a Shareholding Council, party, person or entity includes:

(i) an individual, firm, company, trust, partnership, joint venture, association,
corporation, body corporate, estate, state, government or any agency
thereof, municipal or local authority and any other entity, whether
incorporated or not (in each case whether or not having a separate legal
personality); and

(i) an employee, agent, successor, permitted assign, executor, administrator
and other representative of such Shareholding Council, party, person,
entity;

() a reference to dollars or $ is to New Zealand currency and excludes every tax and
duty;
(9) a reference to a clause or schedule is to a clause or schedule of this agreement;
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(h) a reference to a statute, ordinance, code or other law includes regulations and
other instruments under it and consolidations, amendments, re-enactments or
replacements of any of them;

(i) references to the word 'include’ or 'including' are to be construed without limitation;

1) references to any form of law is to New Zealand law, including as amended or re-
enacted;

(k) a reference to a document or instrument includes the document or instrument as

novated, altered, supplemented or replaced from time to time;

U] "written" and "in writing" include any means of reproducing words, figures or
symbols in a tangible and visible form;

(m) any obligation falling due for performance on or by a day other than a Business
Day shall be performed on or by the Business Day immediately following that day;
and

(n) an obligation not to do something includes an obligation not to allow or cause that

thing to be done.

1.3 Subsidiaries of the Company: If at any time Waikato Waters has a subsidiary (as defined
in the Companies Act) or subsidiaries, clauses 3.2 and 7.1 shall be read so as to relate to
the group of companies consisting of Waikato Waters and its subsidiaries, rather than to
Waikato Waters alone.

1.4 Constitution: In the event of any inconsistency between this agreement and the
Constitution, this agreement will (as between the parties) prevail over the Constitution to the
extent of the inconsistency (and consistent with the Companies Act) and the Shareholding
Councils will take such steps necessary to resolve the inconsistency.

2. ESTABLISHMENT OF COMPANY

21 Context: The Company is being established jointly by the Transferring Shareholding
Councils as the service delivery model for the provision of water services in their respective
district from their respective Completion Date'. Each of these six Transferring Shareholding
Councils will include the model, and the implementation plan, in the water services delivery
plan to be submitted by that Shareholding Council by 3 September 2025 under the
Preliminary Arrangements Act 2024. The Preliminary Arrangements Act requires each such
Transferring Shareholding Council to give effect to the undertakings made in its water
services delivery plan relating to the future delivery of water services. Each such
Transferring Shareholding Council's water services delivery plan will be consistent with the
Establishment Strategy.

2.2 Incorporation: The Shareholding Councils shall immediately after signing this agreement
take all steps necessary (including signing documents) to incorporate the Company as a
New Zealand registered company and comply with any other requirements in this
agreement, provided however that Taupd DC will not be required to comply with clauses 2.7,
3.3,4.1,6.1, 8 and 11 (though is still entitled to participate in, and receive all notices and

" Note: at the time of entry into this agreement, Taupd District Council has not committed to the Company
providing services in its district other than through a service level agreement.
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23

24

25

2.6

2.7

3.1

3.2

drafts in relation to, the Statement of Expectations process set out in that clause), Schedule
3, paragraphs 3.4(a), 4.4 and 5.4 of Schedule 7(though may elect to comply with these
paragraphs if it chooses to do so), and Schedule 11, until such time as Taupo DC provides a
formal commitment to enter into a Transfer Agreement with the Company (and those clauses
will only apply from that time to the extent those clauses have not been otherwise fulfilled).

Initial Shares: The Company shall immediately on the Incorporation Date have the number
of initial Shares set out in Schedule 1 which, on issue, will be held by the Shareholding
Council as set out in Schedule 1 and are held on the terms set out in Schedule 5.

Payment for Initial Shares: The sum set out in Schedule 1 shall be payable by each
Shareholding Council on the Incorporation Date in respect of each Stage 1 Share held by
that Shareholding Council, receipt of which is hereby acknowledged.

Name and registered office: Waikato Waters Limited is the name of the incorporated entity
and the initial registered office and address for service shall be as set out in Schedule 1.

Commitment to issue further Shares: As soon as practicable after incorporation of the
Company, the Company will ratify its commitment to issue Stage 2 Shares to each
Transferring Shareholding Council in accordance with clause 12.1 of this agreement.

Establishment Costs and Establishment Funding:

(a) Each Transferring Shareholding Council agrees that the Establishment Costs paid
by it are as agreed between the parties prior to the date of this agreement and are
payable on the due date for the relevant invoices issued to it.

(b) The Establishment Funding Share payable by a Transferring Shareholding Council
under this agreement will be paid to the Company on the relevant Establishment
Funding Payment Date (provided that no further Establishment Funding is payable
on any Establishment Funding Payment Date which falls after the date on which
the Company is able to finance such costs by way of borrowing in its own name
from LGFA).

(c) The Company will repay all Establishment Costs and Establishment Funding
received by it from a Shareholding Council, including any interest incurred by that
Shareholding Council on Establishment Funding, on the date on which the
Company obtains sufficient financing through the LGFA to meet the payments
required under the Establishment Budget.

VISION AND PURPOSE OF COMPANY

Vision: The vision for establishing the Company is Te Mana o Te Wai Te Mana o Te
Tangata | Healthy Water Healthy People.

Purpose: The overarching purpose of the Company is to deliver the Transferred Water
Services to customers across the relevant Service Area(s) in a manner that:

(a) achieves the objectives of the Shareholding Councils, both commercial and non-
commercial, as provided in the Statement of Expectations;
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3.3

4.1

4.2

4.3

4.4

4.5

(b) enables Shareholding Councils to collectively achieve the Strategic Outcomes for
water services in their Service Area(s) in the long term; and

(c) provides consistent and improving service levels and resilience across the whole of
the Service Area serviced by the Company.

Establishment Period: The Transferring Shareholding Councils will work together to
procure the initial business set up and implementation of the Establishment Strategy by the
applicable timeframes set out in the Establishment Strategy.

BOARD AND DIRECTORS

Initial Board: It is agreed that the Chief Executive of each Transferring Shareholding
Council will be named as a Director on the application for registration for the Company and
will be Directors pending the appointment of the Establishment Board. Each Initial Director
will be appointed as a Director in accordance with the terms of appointment set out in
Schedule 4.

Establishment Board: As soon as practicable after the Incorporation Date:

(a) the Shareholder Representative Forum will appoint the Chair of the Board of
Directors, having regard to the Board Matrix of Skills;

(b) the Chair will support the Shareholder Representative Forum in the appointment of
at least two further Directors having regard to the Board Matrix of Skills; and

(c) the Chair, together with the two further Directors, will be referred to as the
Establishment Board.

Board: By the Operational Date, the Shareholder Representative Forum will appoint further
Directors to the Board so that the Company will have the number of Directors required by the
Constitution from the time it is operational.

Appointment: All Directors will be appointed and removed in accordance with the
Constitution.

Performance evaluation:

(a) The Board will undertake a self-evaluation of its performance on an annual basis at
the end of each Financial Year, in line with accepted good governance principles
and practices ("Performance Evaluation"), and the results of the Performance
Evaluation will be reported directly to the Shareholder Representative Forum and
to the Chief Executives (or equivalent) of each of the Shareholding Councils.

(b) If the Board is in place for less than six months at the date on which the first
Performance Evaluation is to occur, the Shareholding Councils may waive the
requirement for that Performance Evaluation. If the first Performance Evaluation is
not waived, then it will relate solely to the performance of the Establishment Board
members for the partial year from the date of appointment of the Establishment
Board under clause 4.2(c) to 30 June 2026.
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5. ROLE OF IWI PARTNERS

51 Strategic: Prior to the Incorporation Date, each Shareholding Council has been responsible
for engaging with lwi within their respective rohe. An expectation of Shareholding Councils is
that, as part of the transition into Waikato Waters, and future long-term transformation of
water services, the Company will:

(a) benefit from strategic relationships with Iwi partners to deliver on Waikato Waters'
purpose and realise cost effective solutions to resource consents where
practicable; and

(b) establish positive relationships with co-governance entities of the region which
arise from treaty-based settlement legislation enabling environmental and
catchment-based outcomes including, but not limited to, Waikato River Authority,
Hauraki Gulf Forum and Waihou, Piako, Coromandel Catchment Authority.

5.2 Decision making: In relation to the role of Iwi in shareholder decision making, the
Shareholder Representative Forum shall, promptly after its establishment:

(a) convene and agree a process for engaging with Iwi for the purposes of this clause
3;
(b) engage with Iwi to consider and prepare a proposal for how Shareholding Councils

can effectively partner with Iwi and with existing co-governance entities across the
Shareholding Councils' Service Areas to achieve the agreed outcomes; and

(c) present the proposal to each of the Shareholding Councils for consideration and
approval.

In accordance with the above process, the Shareholding Councils will use their best
endeavours to reach agreement on Iwi involvement in the Company.

53 Te Ao Maori and Tikanga Maori: The Board Skills Matrix must require that, on the
Operational Date, the Board includes experience of integrating Te Ao Maori and Tikanga
Maori in a professional board environment.

6. SHAREHOLDERS' OBLIGATIONS

6.1 Shareholding Council obligations: By entering into this agreement, each Transferring
Shareholding Council agrees that:

(a) each Transferring Shareholding Council will be a Stage 1 Shareholder on the terms
set out in Part A of Schedule 5 and will take all necessary steps to become a Stage
1 Shareholder on the Incorporation Date (including subscribing for Stage 1
Shares);

(b) it delegates authority to the SRF to set and approve a budget, in accordance with
the Establishment Strategy, in respect of Reserved Matter Period 1 which will
provide for the Company to reach operational readiness by the end of that period,
provided that the establishment budget will be set by 31 July 2025, and:
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(f)

1)

(i) expenditure included in the establishment budget as at 31 July 2025 will
not exceed $16.5 million subject to sub-clause (ii) below); and

(i) to provide a contingency, the SRF may approve further expenditure up to
20% of the capped amount in sub-clause (i) on the application of the
Board and the SRF being satisfied the additional expenditure is
necessary to achieve operational readiness;

it will pay its Establishment Funding Share on each Establishment Funding
Payment Date to the Company, provided however that this sub-clause 6.1(c) will
not apply once the Company is able to obtain sufficient financing through the LGFA
to meet the payments required under the Establishment Budget;

it will enter into a deed of guarantee with LGFA in accordance with clause 8.2
below, or subscribe for the relevant amount of Stage 2 Shares in accordance with
clause 12 with an associated amount of uncalled capital determined in accordance
with clause 8.2 below;

it is committed to entering into a Transfer Agreement to transfer responsibility for
Transferred Water Services to the Company, such that the Completion Date of the
transfer (as defined in each Shareholding Council's Transfer Agreement) occurs on
or before the Agreed Transfer Date and the Company will only issue the
Shareholding Council with Stage 2 Shares in the manner and in accordance with
clause 12 on the Completion Date;

any decision in relation to an Agreed Transfer Date being earlier than that set out
in the Establishment Strategy is a Reserved Matter;

it will agree the Transfer Agreement with the Company consistent with the Transfer
Principles by a date no later than 4 months before its Agreed Transfer Date;

the Completion Date for the Transfer Agreement is intended to be the same date
as its Agreed Transfer Date;

the Establishment Strategy will inform the Shareholding Council's transition
planning and the steps necessary to ensure the Company's operating model
equips it to provide the Transferred Water Services in a seamless manner from the
Operational Date and each applicable Completion Date thereafter;

in respect of any Major Decisions made by the Shareholding Council from the date
of this Agreement until the Shareholding Council's Completion Date, it will comply
with the requirements set out in Schedule 9;

it will continue to operate its water services from the date of this agreement until its
Completion Date in a manner that complies with its statutory obligations and
ensures a no-harm approach to staff, customers, Iwi partners, other stakeholders
and the Company;

it will provide the Post-Completion Establishment Services to the Company from
the Completion Date in accordance with the terms set out in Schedule 3 of the
Agreed Form Transfer Agreement; and
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(m) it will work together with the other Shareholding Councils in accordance with the
engagement and decision-making principles set out below, to ensure:

(i) there is clarity on each Shareholder Council's expectations;
(i) that the expectations are captured in the Statement of Expectations; and
(iii) the Company is well-positioned to fulfil its purpose, Statutory Objectives

and the Strategic Outcomes.

6.2 Taupd DC as Stage 1 Shareholder: Taupd DC agrees that it will be a Stage 1 Shareholder
on the terms set out in Part B of Schedule 5 and Taupd DC will take all necessary steps to
become a Stage 1 Shareholder on the Incorporation Date (including subscribing for Stage 1
Shares). In becoming a Stage 1 Shareholder, Taupd DC is not required to pay an
Establishment Funding Share.

6.3 Engagement and decision-making principles

(a) When engaging with each other on all reporting and planning documentation
pertaining to the Company, and making decisions on Reserved Matters and Major
Decisions, the Shareholding Councils will adhere to the following:

(i) Strategic Outcomes: decisions are collectively taken with a focus on
the Strategic Outcomes and supporting the Company to be successful in
achieving these for the benefit of communities now and into the future;

(i) Spirit of collaborative working: at all times act in a spirit of co-
operation and collaborative working, endeavouring to act together to
allow for the effective communication of the Shareholders' intentions or
requirements to the Company;

(iii) No surprises: use best endeavours to act under the principle of "no
surprises"”, both with the Company and with each other in relation to their
respective interests; and

(iv) Consensus: use best endeavours to make decisions on Reserved
Matters and pass resolutions by consensus. Where agreement by
consensus cannot be achieved, clause 6.4 will apply.

6.4 Voting and Shareholder Reserved Matters:

(a) Subject to clause 6.4(b), and any resolution that is required by the Companies Act
or the Constitution to be passed as a Special Majority Resolution, a Special
Resolution by Vote or a Special Resolution by Number, all resolutions of meetings
of the Shareholding Councils may be passed by Ordinary Resolution.

(b) The Company will not enter into any transaction or matter which is a Reserved
Matter unless the entry into that transaction or matter is approved in accordance
with the applicable decision-making thresholds for the Reserved Matter set out in
Schedule 8.

6.5 Duty to comply with Constitution: Each Shareholding Council shall comply with the
Company's Constitution.
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6.6

71

7.2

7.3

8.1

8.2

Compliance with laws: The Shareholding Councils will each ensure they comply with their,
and the Company complies with its, obligations under any applicable law, including the LGA,
Preliminary Arrangements Act, the LG(WS) Act and the Companies Act.

SHAREHOLDER REPRESENTATIVE FORUM

Establishment and SRF Terms of Reference: The Shareholding Councils will establish a
Shareholder Representative Forum in the manner set out below. To this end:

(a) promptly after the date of this agreement, the Shareholding Councils will jointly
establish, maintain and operate a Shareholder Representative Forum in
accordance with the SRF Terms of Reference to provide overarching governance
of the Company, including:

(i) in relation to the appointment of Directors to the Board of the Company;

(i) to assist the Shareholding Councils to fulfil their obligations under this
agreement and the Constitution; and

(iii) where the Company has any obligation to consult with the Shareholding
Councils under the LG(WS) Act or other applicable law, to allow the
Company to meet such obligation by consulting with the Shareholder
Representative Forum; and

(b) each Shareholding Council confirms the SRF Terms of Reference for the
Shareholder Representative Forum are the terms attached at Schedule 7 to this
agreement.

Delegations to a SRF Representative: Each Shareholding Council agrees to delegate to
its appointed SRF Representative, and their Alternate, the responsibilities and powers set
out in paragraph 7.1 of the SRF Terms of Reference.

Authority of SRF Representatives: Subject to the delegations under clause 7.2 above, the
Shareholding Councils agree that any matter for a Shareholding Council under this
agreement may be exercised by that Shareholding Council's SRF Representative, and (in
the absence of that SRF Representative) their Alternate.

LOANS AND GUARANTEES BY SHAREHOLDING COUNCILS

Loans and guarantees: Subject to clause 8.2, no Shareholding Council will be required to
make any loans to the Company or guarantee the obligations of the Company, to any
creditor or other party except with the express prior agreement of such Shareholding
Council.

LGFA: The Shareholding Councils agree that for the Company to achieve the Strategic
Outcomes, it must be able to borrow from LGFA. In accordance with LGFA Foundation
Policies, the Company (as a CCO) must have financial support from its shareholders. To
this end, it is agreed that each Transferring Shareholding Council will:

(a) support the Company in taking all steps necessary for it to:

(i) be approved by the LGFA Board; and
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(i) accede to LGFA’s Multi Issuer Deed and Notes Subscription Agreement;

and
(b) either:

(i) enter into, in a timely manner, a deed of guarantee (or such other
documentation as required by LGFA) for the Company’s debit liabilities to
LGFA; or

(i) commit to provide uncalled capital,

based on the following principles:

(iii) no Shareholding Council will ultimately be required to guarantee, or pay,
more than that Shareholding Council's Agreed Proportionate Amount;
and

(iv) the guarantee/amount of uncalled capital will be reviewed periodically to
ensure it reflects the above principle.

8.3 “Agreed Proportionate Amount” means, in respect of a Shareholding Council, the

aggregate of:

()
(b)

that Shareholding Council's Settlement Amount;

any of that Shareholding Council's Council Water Infrastructure Debt not included
in that Shareholding Council's Settlement Amount but which is later repaid by the
Company in accordance with the Transfer Agreement or otherwise by agreement
between the Company and the Shareholding Council; and

that Shareholding Council's proportion (based on its proportionate holding of Stage
2 Shares at the time the New Debt is incurred) of any New Debt.

9. TRANSFER

9.1 Without limiting any of the provisions in the Agreed Form Transfer Agreement, Transferring
Shareholding Councils agree to complete the Agreed Form Transfer Agreement based on
the following Transfer Principles:

(@)

(b)

Assets to be transferred must be owned or controlled by a Transferring
Shareholding Council and relate primarily to the Transferred Water Services.

Liabilities or any other obligation to be transferred must be owed by a Transferring
Shareholding Council and relate wholly to the Transferred Water Services.

Where an asset is not owned or controlled by a Transferring Shareholding Council,
but still relates primarily to the Transferred Water Services, the Transferring
Shareholding Council will use all reasonable endeavours to transfer to the
Company the right to use or have the benefit of that asset to the same degree as
the Transferring Shareholding Council prior to the relevant Completion Date.

Transferring Shareholding Councils will take all steps necessary to ensure that the
Company has the benefit of any resource consents that relate primarily to the
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(i)

)

Transferred Water Services (including, where applicable, transferring those
resource consents to the Company). Particulars of any non-compliance with this
sub-clause (d) are to be disclosed at the time of entry into the Transfer Agreement.

Transferring Shareholding Councils remain responsible for the provision of the
Transferred Water Services until the relevant Completion Date and will discharge
all obligations under legislation, this agreement and the Transfer Agreement.

Transferring Shareholding Councils will co-operate fully and openly with the
Company in relation to any critical risk assessment the Company may request prior
to entering into the Transfer Agreement in relation to financial; health and safety
risk and / or legal issues.

A settlement statement will be prepared under the Transfer Agreement confirming
any amount payable by the Company to a Transferring Shareholding Council on
Completion. This will include the process for identifying the value of water services
liabilities the Company is assuming responsibility for.

The amount of water services debt that a Transferring Shareholding Council will
transfer to the Company will be based on a consistent methodology. This will be
based on historical actual two water activity statements / ringfencing (and be
classified as a loan in the financial impact statement) to determine debt
outstanding, but may also include costs incurred by the relevant Transferring
Shareholding Council in undertaking a transitional activity agreed by the Board (as
set out in that Transferring Shareholding Council's Transfer Agreement).

The Transfer Agreement will particularise the Post-Completion Establishment
Services to be provided by a Transferring Shareholding Council to the Company
including:

(i) the timeframe the services are to be provided for, or the time from which
the scope of services will be reviewed by, the Company. The Company
must work with the Transferring Shareholding Council to provide certainty
on the scope of services the Transferring Shareholding Council will be
requested to provide, taking into account the cost to the Transferring
Shareholding Council of retaining capability to provide the service and the
potential impact on staff; and

(i) notwithstanding the above, the scope of all Post-Completion
Establishment Services will be reviewed no later than six months after the
last Agreed Transfer Date of the Transferring Shareholding Councils.
The review must confirm to each Transferring Shareholding Council the
scope of future services and the notice period that will apply to any
change in scope.

Third-party rights will be protected and unaltered by the transfer of assets,
liabilities, and other matters to the extent reasonably possible.

The monitoring and enforcement of each Transferring Shareholding Council's trade
waste by-laws will be transferred to the Company.
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10. STORMWATER SERVICES

10.1 Stormwater Services to be agreed: Shareholding Councils will retain legal responsibility
for the management of Stormwater Services. The Company will offer Stormwater Services
to each Shareholding Council based on an agreed form Stormwater Management Services
agreement.

10.2 The agreed Stormwater Management Services agreement will be prepared during the
Establishment Period (and approved by the Chief Executive of each Shareholding Council
and the Chief Executive of the Company) based on the following principles:

(a) Scope of services: the scope of services will be agreed between each
Shareholding Council with the Company on a risks basis at the time of entry into
the Stormwater Management Services Agreement;

(b) Effective date: the effective date for the Company to provide any Stormwater
Management Services will be determined based on the Company having the
capability (whether to be created prior to the effective date or otherwise) to provide
the requisite services. This date will be negotiated as between the Chief Executive
of the Company and the Chief Executive of the Shareholding Council wishing to
enter into such an agreement with the Company;

(c) Costs: the Company will be entitled to charge for services based on:

(i) direct costs incurred in providing the service (including in respect of
expenditure needed to ensure the Company has the capability to provide
the services);

(i) apportionment of indirect costs in providing the service; and

(iii) a risk margin of no more than 8%. The same margin will be applied
across all Stormwater Management Services Agreements; and

(d) Payment terms: the relevant payment terms must ensure the Company is in
funds to deliver the requisite services.

11. STATEMENT OF EXPECTATIONS

1.1 Preparation: The Shareholding Councils will be responsible for jointly preparing the
Statement of Expectations in accordance with the LG(WS) Act, within the time periods
required by the LG(WS) Act.

11.2 Timing: The Shareholding Councils agree all Statements of Expectations will be agreed and
provided to the Company by the date ("SoE Due Date") which is no later than six months
before the due date for the Company's Water Services Strategy.

11.3 Process: Unless the Shareholding Councils otherwise agree, or an alternative process is
provided for in the LG(WS) Act (in which case that alternative process will be followed), the
Shareholder Representative Forum will take the following steps to ensure clause 11.2 is
complied with:
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()

(d)

Agreement with Board: Within 6 months of the Company being incorporated, the
Establishment Board will confirm the date on which its first Water Services Strategy
will be prepared, being no later than 1 July 2027 (as required under the transitional
provisions of the LG(WS) Act).

Initial Discussion and Engagement:

(i) No later than 11 months before the SoE Due Date, the Chair of the
Shareholder Representative Forum will ensure that a meeting of the
Shareholder Representative Forum is scheduled on a date that is no later
than 9 months before the SoE Due Date. At least 8 weeks’ notice of this
meeting will be given. The Board Chair should also be issued with an
invite to this meeting and have access to all papers shared with the SRF
in preparation for the same.

(i) Each Shareholder Representative Forum member (supported by the
Chief Executive of their respective organisation) will be responsible for
engaging with their appointing council in advance of the meeting and
preparing a summary of expectations on the strategic direction for the
Company (having regard to the contents of Schedule 7). Each
Shareholder Representative Forum member will be expected to represent
the overall expectations their Shareholding Council wishes to have
addressed in the Statement of Expectations at the scheduled meeting.

Draft Development:

(i) Following the meeting referred to in clause (b), the Company will provide
administrative support to the Shareholder Representative Forum in
relation to the preparation of a draft Statement of Expectations. The
initial draft will capture the output from the initial discussion and
engagement (and potentially other relevant stakeholders).

(i) The draft Statement of Expectations should clearly outline all matters set
out in Schedule 7 and will be circulated to the Shareholder
Representative Forum members (and the Board chair) no later than 6
months before the SoE Due Date.

Review and Negotiation:
(i) No later than four months before the SoE Due Date:

(aa) the draft Statement of Expectations will be reviewed by the
Shareholder Representative Forum members; and

(bb) feedback and comments will be provided. This may include
feedback and comments from the Board.

(i) A further draft of the Statement of Expectations will be created and
shared again with the Board for feedback no later than three months
before the SoE Due Date.
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11.5

12.

121

12.2

123

(e) Finalisation and Agreement: No later than one month before the SoE Due Date:

(i) the Shareholder Representative Forum will convene to discuss and agree
the feedback received from the Board; and

(i) once the draft Statement of Expectations has been reviewed, it will be
approved by the Shareholder Representative Forum by consensus. In
the absence of consensus being achieved, the Statement of Expectations
will be voted on as a Reserved Matter in accordance with the voting
requirements for the applicable Reserved Matter Period.

Publication: The Shareholder Representative Forum will ensure that the process set out in,
or agreed pursuant to, clause 11.3, is published on the website of one or more of the
Shareholding Councils in accordance with the LG(WS) Act.

Substance: In addition to the requirements specified in the LG(WS) Act, the Statement of
Expectations shall also include the matters set out in Schedule 1 and Schedule 11.

Circulation: No later than the period set out in Schedule 1 before the publication date, or an
alternative date agreed by the Shareholding Councils, the agreed Statement of Expectations
will be circulated to the Chairperson of the Board, the Chief Executive of the Company and
the Shareholders Representative Forum.

Compliance: The Board must have regard to the contents of the Statement of Expectations
when setting the Water Services Strategy and is accountable to the Shareholding Councils
for this.

Amendment or substitution: The Shareholding Councils may, in accordance with the
applicable decision-making thresholds set out in Schedule 8, decide at any time (but no later
than 3 months before the next Water Services Strategy is due), or on application of the
Board, to amend, revoke or substitute the Shareholding Councils' Statement of Expectations.
Before making a decision in relation to the amendment or revocation of a Statement of
Expectations, the Shareholding Councils (acting through the Shareholder Representative
Forum), must consult with the Board.

ISSUE OF STAGE 2 SHARES

Timing: On the Completion Date of each Transfer Agreement, the Company will issue
Stage 2 Shares to the relevant Shareholding Council, to be held by that Shareholding
Council on the terms set out in Schedule 6.

Principle: The Shareholding Councils have agreed that the number of shares, in the
absence of consensus, determine the voting rights of a Shareholder. As voting rights are
exercised to inform the direction of the Company and are exercised for the benefit of
communities to whom the Transferred Water Services are provided, the underlying principle
for share allocation of Stage 2 Shares is that it is based on the Total Water Connections in
the Shareholding Council's Service Area.

Stage 2 Share issue: The issue of Stage 2 Shares will be determined in the following
manner:
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124

13.

13.1

13.2

(a) The Company will issue Stage 2 Shares to the Shareholding Council(s) that
transfer its/their water services business to the Company on the Operational Date,
with the number of such shares to be calculated as one share for every 1,000 Total
Water Connections (rounded up) within the relevant Shareholding Council's Service
Area on the date of issue;

(b) The Company will issue all subsequent Stage 2 Shares:

(i) based on one share for every 1,000 Total Water Connections (rounded
up) within the Service Area of the incoming Shareholding Councils on
their applicable Completion Date; and

(i) each share issue under clause 12.3(b)(i) will trigger a review of the existing
Stage 2 Shares held by Stage 2 Shareholders, with further Stage 2 Shares
to be issued to reflect any increase in the Total Water Connections in the
Service Area for any of the Stage 2 Shareholders. Any decreases in the
number of Total Water Connections will be ignored and will not result in a
reduction of Stage 2 Shares.

(c) To ensure the allocation of Stage 2 Shares reflects the Total Water Connections
across the applicable Shareholding Councils' Service Areas, and are adjusted to
reflect material changes in a Shareholding Council's Service Area (whether due to
population growth, boundary changes or other changes), the Company will
undertake a five-yearly review of connections, with the first review occurring five
years after the Operational Date ("Stage 2 Shares Review"). This requirement to
carry out a Stage 2 Shares Review can be waived by Special Majority Resolution
of Stage 2 Shareholders.

(d) If there has been a material change in the Total Water Connections in the Service
Areas of two or more Shareholding Councils, including due to an amalgamation
affecting an existing Shareholding Council or a change to the Service Area
boundary, then the Shareholding Councils can agree by Special Majority
Resolution to undertake a Stage 2 Shares Review at a time in addition to the five
yearly reviews under clause 12.3(c).

Waiver: Shareholding Councils waive any pre-emptive rights in respect of the issue of Stage 2
Shares to an existing Shareholding Council where the Stage 2 Shares are issued in
accordance with this clause 12.

ADMISSION OF NEW SHAREHOLDERS

Principle: While the intention of Shareholding Councils is to create an entity for the collective
benefit, this needs to be balanced with the need to enable the Company to focus on
developing the processes that will achieve the anticipated efficiencies and safely transition
the Transferred Water Services of existing Shareholding Councils into the Company.

No issue of Stage 2 Shares prior to 1 December 2027: No Stage 2 Shares will be issued
(other than those already committed to under this agreement) before 1 December 2027
unless a Special Majority Resolution to the contrary is passed at the Shareholder
Representative Forum.
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13.3 Reserved Matter: Other than in respect of the Stage 1 Shareholders becoming Stage 2
Shareholders in accordance with this agreement and a Transfer Agreement, the admission
of new Stage 2 Shareholders, new shareholders, and any issue of Shares, will be a
Reserved Matter and subject to the approval of existing Shareholding Councils in
accordance with clause 6.4 and the relevant Reserved Matter Period set out in Schedule 8.

134 New shareholders: Any application by any local or regional authority to become a
Shareholding Council must be supported by a formal resolution from the council submitting
the application. The Board will put a proposal to the Shareholding Councils via the
Shareholder Representative Forum seeking approval to admit a new shareholder.

13.5 New shareholder proposal: The proposal in clause 13.4 must include:

(a) an independent assessment of the proposed incoming shareholders' assets and
liabilities relating to the proposed Transferred Water Services of the proposed
incoming shareholder;

(b) whether there is any underinvestment relating to the proposed Transferred Water
Services of the proposed incoming shareholder that needs to be addressed either
prior to or immediately after the proposed transfer for the provision of water
services to be compliant with regulations;

(c) financial implications for the Company if the council is admitted (including the
projected impact on the borrowing capacity of the Company) and any
counterproposal that is recommended;

(d) conditions of entry that will apply, including the financial entry contribution to be
made by the proposed incoming shareholder to the Company which will be
equitable and take into account the upfront monetary and time investment made by
the Shareholding Councils in establishing the Company. Unless otherwise
approved by Special Majority Resolution, the entry contribution will be no less than
the amount calculated as follows (allowing for cost of capital):

(A+B)
X (D)
(€)

where:

A is the amount of a contribution towards the value of the intellectual property built
up by the Company as determined by the Shareholding Councils;

B is the cost of establishment of the Company (including the Establishment Costs
and Establishment Funding);

C is the current Total Water Connections to which the Company provides water
services immediately prior to the proposed incoming shareholder becoming a
shareholder (rounded up to the nearest 1000); and

D is the number of Total Water Connections in the Service Area of the proposed
incoming shareholder (rounded up to the nearest 1000);
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(e) likely shares to be issued to incoming shareholder and impact on existing

shareholders. The number of shares that will be issued to the incoming shareholder

will be determined by the same Stage 2 Share issue methodology specified in
clause 12; and

) a recommendation in relation to the timing and transition of the proposed new

shareholder which ensures any risk to the safe transition of existing Shareholders or

operations of the Company is fully mitigated and any other matters the Board
considers Shareholding Councils should have regard to.

13.6 Costs: The applicant shareholder will be required to meet the cost incurred by the Board in
preparing the above proposal.

13.7 Terms for accession: If the proposal is approved, the incoming shareholder will be required
to:
(a) accede to this agreement on existing terms;
(b) pay the entry contribution to the Company agreed by Shareholding Councils; and
(c) comply with any further conditions of entry established by the Board and approved by

existing Shareholding Councils.

13.8 Clauses not to apply: For the avoidance of doubt, clauses 13.3 to 13.7 do not apply to the

admission of Taupd DC as a Stage 2 Shareholder pursuant to a Transfer Agreement entered

into by Taupo DC and the Company while Taupd DC still held Stage 1 Shares.

14. SHARE SALE, FURTHER ISSUE, AMALGAMATION AND VALUATION

141 No sale: No Shareholding Council shall directly or indirectly sell, transfer, or dispose of the
legal or beneficial ownership of, or the control of, any of its Shares otherwise than in
compliance with the Constitution and LG(WS) Act.

14.2 No Security Interest: A Shareholding Council must not grant a Security Interest over any of
its Shares.
14.3 Share issue: Subject to approval of the Shareholding Councils in accordance with clause

6.4 and the commitment to issue Stage 2 Shares on the Completion Date of each

Shareholding Council's Transfer Agreement, the Board may issue Shares in accordance with

the Constitution and this agreement.

14.4 Amalgamation of Local Authorities: In the event of an amalgamation or any other change

in the governance structure of a Shareholding Council, the Shareholding Councils will meet
and discuss the effect of the amalgamation on the shareholding structure of the Company
and will exercise their voting rights under clause 12.3(d) for a Stage 2 Share Review to
ensure that the shareholding percentages for the Stage 2 Shares reflect the number of
connections in the Service Area of each Shareholding Council prior to amalgamation, and
the aggregate total post-amalgamation.
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15.

151

16.

16.1

16.2

17.

171

17.2

TERM AND TERMINATION

Term: This agreement commences on the date it is signed by all parties and continues until
the first date on which:

(a) in respect of a particular Shareholding Council, that Shareholding Council no
longer holds any Shares;

(b) only one Shareholding Council owns all Shares;
(c) none of the Shareholding Councils hold Shares; or
(d) the date on which the Company is liquidated or otherwise wound-up.

CONSEQUENCES OF TERMINATION

Effect of termination: Any termination of this agreement with respect to a Shareholding
Council does not affect any accrued rights that Shareholding Council may have against the
other parties to this agreement or which the other parties to this agreement may have
against it.

Survival: Termination of this agreement will not affect the rights and obligations of the
Shareholding Councils set out in clauses 1, 16, 19 and 21 which are intended to survive the
termination of this agreement.

SUSPENSION OF RIGHTS

Consequences: If an Event of Default occurs in respect of a Shareholding Council (the
"Defaulting Shareholder") the Non-Defaulting Shareholders may, while that Event of
Default continues, by notice in writing to the Defaulting Shareholder in accordance with
clause 17.2, require that the Defaulting Shareholder is suspended as follows:

(a) all rights of the Defaulting Shareholder under this agreement (including the right to
vote on a Reserved Matter) and all rights attaching to the Defaulting Shareholder's
Shares ("Default Shares") (including voting) are suspended and the Default
Shares are not to be counted for the purpose of determining a quorum for a
Shareholder Representative Forum meeting; and

(b) all Director appointment rights of the Defaulting Shareholder are suspended.
Non-Defaulting Shareholder: For the purposes of clause 17.1:

(a) "Non-Defaulting Shareholders" means all Shareholding Councils which are not the
Defaulting Shareholder; and

(b) any notice which may be given by the Non-Defaulting Shareholders under clause
17.1 may be given by a Shareholding Council or Shareholding Councils which
holds or hold more than half of the Shares held by all Non-Defaulting
Shareholders.
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17.3

17.4

18.

18.1

18.2

18.3

18.4

Default interest: If any party does not pay any amount payable under this agreement on
the due date for payment ("Due Date") that party shall pay to the party to which the amount
is payable interest (both before and after judgment) on that amount. That interest:

(a) shall be paid at the rate set out in Schedule 1;

(b) shall be paid by instalments at intervals of ten Business Days from the Due Date;
and

(c) shall be calculated on a daily basis from and including the Due Date until the

unpaid amount is paid in full.

The right of a party to require payment of interest under this clause does not limit any other
right or remedy of that party.

Other remedies: Clauses 17.1 and 17.3 are without prejudice to any other right, power or
remedy under this agreement, at law, or otherwise, that any Shareholding Council has in
respect of a default by any other Shareholding Council.

DISPUTE RESOLUTION

Clause to apply: Any dispute arising between the parties in connection with this agreement
(including in respect of a matter raised in the Shareholder Representative Forum) must be
determined in accordance with this clause 18.

Notice in writing: If a Shareholding Council claims that a dispute has arisen, that
Shareholding Council must give written notice ("Dispute Notice") to all of the other
Shareholding Councils in accordance with clause 20. The Dispute Notice must specify the
nature of the dispute.

Interested Shareholding Councils: At any time following receipt of the Dispute Notice, a
Transferring Shareholding Council may, where they are not directly involved in the dispute,
provide notice to the other Shareholding Councils:

(a) that they are interested in the subject matter of the dispute, in which case they
(along with the Shareholding Councils which are directly involved in the dispute)
will be considered to be "Interested Shareholding Councils"; and

(b) where they have previously given notice under sub-clause (a), that they are no
longer interested in the dispute, in which case, that Shareholding Council will not or
no longer be considered to be an Interested Shareholding Council.

Negotiation:

(a) On receipt of a notice delivered in accordance with clause 18.2 and before any
Shareholding Council may refer a dispute to mediation, the SRF Representatives
of the Interested Shareholding Councils must, in good faith and acting reasonably,
do their best to resolve the dispute quickly and efficiently through negotiation.

(b) If any SRF Representative considers that the dispute is not being resolved in a
timely manner, such SRF Representative may serve written notice on the
Interested Shareholding Councils' SRF Representatives to escalate the dispute to
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the Mayors or equivalent (where the SRF Representatives are not themselves the
Mayor or equivalent) of the Interested Shareholding Councils for resolution.

If the dispute has not been resolved within 20 Business Days (or within such other
period as agreed by the Interested Shareholding Councils) of the date of the notice
referred to in clause 18.4(b), any SRF Representative of the Interested
Shareholding Councils may submit the dispute to mediation.

18.5 Mediation:

(@)

If the Interested Shareholding Councils do not resolve the dispute by negotiation,
the Interested Shareholding Councils must, in good faith and acting reasonably, do
their best to resolve the dispute by participating in mediation with an independent
mediator.

If the Interested Shareholding Councils do not agree on a mediator, then the
mediator will be appointed by the New Zealand Dispute Resolution Centre.

The Interested Shareholding Councils must mediate the dispute in accordance with
principles agreed between them or, if no agreement can be reached, the New
Zealand Dispute Resolution Centre Mediation Rules.

Unless the parties agree otherwise, the mediator's fee and any other costs of the
mediation itself (such as for venue hire or refreshments) will be shared equally
between the Interested Shareholding Councils, but the Interested Shareholding
Councils will each pay their own costs of preparing for and participating in the
mediation (such as for travel and legal representation).

18.6 Arbitration:

(@)

If the dispute has not been resolved within 40 Business Days (or within such other
period as agreed by the Interested Shareholding Councils) of the dispute being
referred to mediation, any Interested Shareholding Council (the "Initiating Party")
may refer such dispute to binding arbitration by issuing a written notice
("Arbitration Notice") to the other Interested Shareholding Councils (together with
the Initiating Party, the "Disputing Parties") for final resolution in accordance with
the provisions of this clause 18.6 and in accordance with the provisions of the
Rules of Arbitration of the New Zealand Dispute Resolution Centre, as amended or
modified from time to time ("NZDRC Rules").

The arbitral panel shall consist of one arbitrator. The arbitrator will be appointed by
the agreement of the Disputing Parties or, failing agreement within 10 Business
Days of the date of the Arbitration Notice, in accordance with the NZDRC Rules.

The seat of arbitration shall be as set out in Schedule 1 and the arbitration shall be
conducted in the English language.

The award of the arbitration shall be in writing and must include reasons for the
decision.

The award of the arbitration shall be final and binding on the Disputing Parties. No
Disputing Party may appeal to the High Court under Clause 5 of the Second
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18.7

18.8

18.9

19.

191

19.2

19.3

Schedule of the Arbitration Act 1996 on any question of law arising out of an
award.

(f The award shall allocate or apportion the costs of the arbitration as the arbitrator
deems fair, with reference to which of the Disputing Parties are only Interested
Shareholding Councils.

(9) Neither the existence of any dispute nor the fact that any arbitration is pending
hereunder shall relieve any of the parties of their respective obligations under this
agreement.

Implementation of agreement: The parties must do whatever is reasonably necessary to
put into effect any negotiated or mediated agreement, arbitral award or other resolution.
This includes exercising voting rights and other powers as required.

Rights and obligations during a dispute: During a dispute, each party must continue to
perform its obligations under this agreement.

Interlocutory relief and right to terminate: This clause does not restrict or limit the right of
a party to obtain interlocutory relief, or to immediately terminate this agreement where this
agreement provides such a right.

CONFIDENTIAL INFORMATION AND PUBLIC ANNOUNCEMENTS

Confidentiality: Each party must keep confidential the Confidential Information, and must
not disclose or permit the disclosure of such Confidential Information to any other person. If
a party becomes aware of a breach of this obligation, that party will immediately notify the
other parties.

Further permitted use and disclosure: This agreement does not prohibit the disclosure of
Confidential Information by a party in the following circumstances:

(a) the other parties have consented to the disclosure of the relevant Confidential
Information;

(b) the disclosure is specifically contemplated and permitted by this agreement;

(c) the disclosure of Confidential Information is to an employee, subcontractor, agent

or representative who needs it for the purposes of this agreement;

(d) the disclosure is to a professional adviser in order for it to provide advice in relation
to matters arising under or in connection with this agreement;

(e) the disclosure is required by a court or governmental or administrative authority; or

() the disclosure is required by applicable law or regulation, including under the Local
Government Official Information and Meetings Act 1987.

Public announcements and media releases: Each Shareholding Council agrees that it will
not make any public announcements or issue media releases in connection with, or on
behalf of, the other Shareholding Councils or the Company in relation to the Company or
Water Services, except with the written consent of the other Shareholding Councils. Nothing
in this provision shall prohibit or restrict a Shareholding Council from making a public
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20.

201

20.2

20.3

21.

211

21.2

21.3

214

announcements or media releases in connection with the Shareholding Council's own
involvement with, or policies in relation to, the Company.

NOTICES

Giving notices: Any notice or communication given to a party under this agreement is only
given if it is in writing and sent in one of the following ways:

(a) Delivered or posted to that party at its address and marked for the attention of the
relevant department or officer (if any) set out in Schedule 1.

(b) Emailed to that party at its email address and marked for the attention of the
representative set out in Schedule 1.

Change of details: If a party gives the other party three Business Days' notice of a change
of its postal address or email address, any notice or communication is only given by that
other party if it is delivered, posted or emailed to the latest postal address or email address.

Time notice is given: Any notice or communication is to be treated as given at the following
time:

(@) If it is delivered, when it is left at the relevant address.
(b) If it is sent by post, five Business Days after it is posted.
(c) If it is sent by email, when it is received in readable form addressed in the manner

specified above.

However, if any notice or communication is given, on a day that is not a Business Day or
after 5pm on a Business Day, in the place of the party to whom it is sent it is to be treated as
having been given at the beginning of the next Business Day.

GENERAL

No partnership, joint venture: Nothing in this agreement shall create or evidence any
partnership, joint venture, agency, trust or employer/employee relationship between any of
the Shareholding Councils, and a Shareholding Council may not make, or allow to be made,
any representation that any such relationship exists between any of the Shareholding
Council. A Shareholding Council shall not have authority to act for, or to incur any obligation
on behalf of, any other Shareholding Council, except as expressly provided for in this
agreement.

No privity: Other than as expressly provided for in this agreement, this agreement is not
intended to confer a benefit on any person or class of persons who is not a party to it.

Board action: Wherever this agreement requires the Board to do anything, each
Shareholding Council shall take all steps available to it to ensure that the Director or
Directors appointed by that Shareholding Council takes all necessary steps to do that thing.

Counterparts: This agreement is deemed to be signed by a Shareholding Council if that
Shareholding Council has signed or attached that Shareholding Council's signatures to any
of the following formats of this agreement:
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21.6

21.7

21.8

21.9

21.10

21.11

21.12

(a) an original; or
(b) a photocopy; or
(c) an electronic copy;

and if every Shareholding Council has signed or attached that Shareholding Council's
signatures to any such format and delivered it in any such format to the other Shareholding
Councils, the executed formats shall together constitute a binding agreement between the
Shareholding Councils.

Entire agreement: This agreement contains everything the parties have agreed in relation
to the subject matter it deals with. No party can rely on an earlier written agreement or
anything said or done by or on behalf of another party before this agreement was executed.

Severance: If any provision of this agreement is, or becomes unenforceable, illegal or
invalid for any reason it shall be deemed to be severed from this agreement without affecting
the validity of the remainder of this agreement and shall not affect the enforceability, legality,
validity or application of any other provision of this agreement.

Further assurance: Each Shareholding Council shall make all applications, execute all
documents and do or procure all other acts and things reasonably required to implement and
to carry out its obligations under, and the intention of, this agreement.

Variation: No variation of this agreement will be of any force or effect unless it is in writing
and signed by the parties to this agreement.

Assignments and transfer: A party must not assign or transfer any of its rights or
obligations under this agreement without the prior written consent of each of the other
parties.

Costs: Except as otherwise set out in this agreement, each party must pay its own costs
and expenses, including legal costs and expenses, in relation to preparing, negotiating,
executing and completing this agreement and any document related to this agreement.

Waivers:

(a) A waiver of any right, power or remedy under this agreement must be in writing
signed by the Shareholding Council granting it. A waiver only affects the particular
right, obligation or breach for which it is given. It is not an implied waiver of any
other right, obligation or breach or an implied waiver of that right, obligation or
breach on any other occasion.

(b) The fact that a party fails to do, or delays in doing, something the party is entitled to
do under this agreement does not amount to a waiver.

Governing law: This agreement is governed by the laws of New Zealand.
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SCHEDULE 3 — ESTABLISHMENT STRATEGY

1. Purpose
1.1. The purpose of this strategy is to:

a) set the overall direction to achieve the formation of an operational Company by 1 July 2026
and achieve this through the Establishment Period; and

b) inform the development of the Establishment Plan.

2. Definitions
2.1. Inthis strategy document, the following definitions apply:
Agreed Transfer Date: has the meaning set out in the Shareholders' Agreement.

Alternative Analysis: means the analysis of ‘existing arrangements’ that was undertaken by
a Shareholding Council to meet the requirements of the Local Government (Water Services
Preliminary Arrangements) Act 2024 before identifying Waikato Water Done Well as the
preferred option.

Company: means Waikato Waters Limited.
Day 0: means the day on which the Company is incorporated.
Day 1: means the Operational Date.

Establishment Funding: means the budgeted costs approved by the Transferring
Shareholding Councils (through the Shareholder Representative Forum) to finance the
implementation of the Establishment Plan.

Establishment Period: means the period from Day 0 to Day 1.

Establishment Plan: means the detailed programme of work to get to Day 1 which will be
delivered to the Board of the Company (once appointed) to implement.

Major Decisions Framework: means the framework in relation to Transferring Shareholding
Council decision making that applies from Day O until that Transferring Shareholding
Council’'s Agreed Transfer Date and Major Decisions has the meaning set out in that
framework.

Operational Date: has the meaning set out in the Shareholders’ Agreement.

Relevant Long-Term Plan: means the long-term plan(s) and/or annual plan(s) of a
Shareholding Council that was in place immediately prior to the signing of the Shareholder’s
Agreement.

Shareholders’ Agreement: means the agreement entered between the Shareholding
Councils as shareholders of the Company and to which this Establishment Strategy is
attached as a schedule.

Strategic Outcomes: has the meaning set out in the Shareholders' Agreement.
Transfer Agreement: has the meaning set out in the Shareholders’ Agreement.

Transferring Shareholding Council: has the meaning set out in the Shareholders’
Agreement.
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3.2

Establishment objective

. The establishment objective is to safely transfer responsibility and authority for drinking water and

wastewater services from each Transferring Shareholding Council into the Company on each
Agreed Transfer Date.

The objective will be achieved once each Transferring Shareholding Council has successfully
transferred the relevant people, processes, assets and systems required to deliver water services
into the Company in a manner that aligns with the establishment delivery principles set out in
clause 5.1 below.

Content

. The content of this document includes:

a) Strategy for establishing an operational Company by 1 July 2026: planning is informed by
agreed principles for delivery for the first Transferring Shareholding Councils transitioning into
the Company.

b) Strategy for accommodating different Transferring Shareholding Council timelines:
sequencing of Transferring Shareholding Councils' Agreed Transfer Dates and staged
migration.

c) Strategy for developing the establishment plan: the agreed approach to establishment,

including:
() the functions the Company must have in place by Day 1; and
(ii) mechanisms to implement the transfer (both for those transferring on Day 1 and for

those with a later Agreed Transfer Date).

d) Transferring Shareholding Council commitments to establishment: in the period between
Day 0 and their Agreed Transfer Date.

e) Strategic position in relation to pricing and prioritisation: the initial expectations of
Transferring Shareholding Councils regarding pricing and prioritisation both on and
immediately after transition by the relevant Transferring Shareholding Council into the
Company.

Establish an operational company by Day 1

. The agreed establishment delivery principles that inform establishment planning are:

a) The Company is set up for success;
b) Create certainty for our people;
c) Do just enough for Day 1, minimise changes where possible;

d) Key staff for the day-to-day running and maintenance of an asset transfer no later than the
asset itself;

e) Minimise impact on and risk to the customer;
f) Services to the customer are at least the same (no less) on day of transfer;

g) Existing relationships and obligations (whether statutory, contractual or otherwise) to partners,
in particular hapu and Iwi are honored,;

h) To ensure clarity on the interface services between each Transferring Shareholding Council
and the Company on day of transfer;
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i) Leverage existing IT/system capability, where possible; and

j) Low risk approach is preferred.

6. Accommodate different timelines

Russall
Md2agh

6.1. Transferring Shareholding Councils have agreed that they will transfer their business into the
Company in a staged manner. The Agreed Transfer Date for each Transferring Shareholding
Council is as follows (listed chronologically):

South Waikato District Council 1 July 2026
Waitomo District Council 1 July 2026
Waipa District Council 1 July 2026

Matamata-Piako District Council

1 October 2026

Otorohanga District Council

1 July 2027

Hauraki District Council

1 July 2027

7. Delivering the establishment plan

7.1. The programme team is mandated to develop an Establishment Plan based on the delivery
principles that will inform activity during the Establishment Period.

Work to be undertaken for Day 1

7.2. Planning has been orientated around functions within a (typical) water services company, which
in turn will be organised into workstreams. This approach is consistent with the expected
technical nature of the Establishment Plan and specialist resources required. Planning will
leverage subject matter experts from Shareholding Councils.

7.3. The way the Establishment Plan is being developed is set out below. As planning develops and
evolves, the programme team will continue to socialise and gain feedback.

Transition Plan - Level 1

*Proposed Day 1 functions
to be place with new CCO
(aligned to principles)

Transition Plan - Level 2

*Expanded Day 1 functions

to capability level/maturity

*Workstream alignment
sHigh-level impact areas for

councils

*Indicative effort/work by
Day 0

Transition Plan - Level 3
s|dentify deliverables

sSequencing (month x} and

(outputs) per workstream.

dependencies

*Work’ and effort
s|dentify required

resourcing levels

sAttribute budget and

funding requirements
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Mechanisms to implement the transfer

7.4. In accordance with the Shareholders’ Agreement, each Transferring Shareholding Council will

9.

enter into a Transfer Agreement and will, at a high level:

a) Responsibility for water services: confirm responsibility and authority for drinking water and
wastewater is transferring to the Company (with the Transferring Shareholding Councils
holding the Board to account);

b) Assets, liabilities and contracts: specify all matters transferring, including the right to
revenue for water charges collected by the Transferring Shareholding Council that relate to
the period after the Transfer Agreement is effected; and

c) Staff: Existing staff and those that will transition are critical to get right. The approach
proposed will be in accordance with the legislative transitional provisions but will also leverage
off work carried out in the context of the last water services reform. Retention of staff is a key
strategic objective and therefore the people and capability workstream must ensure regular
and ongoing communications with staff (in a manner pre-agreed with each Transferring
Shareholding Council).

Shareholders' commitments

. To implement the strategy, and without limiting anything stated in the Shareholders’ Agreement or

the Transfer Agreement, during the Establishment Period each Transferring Shareholding Council
will be required to, in accordance with clause 6 of Schedule 2 of the Shareholders’ Agreement:

a) Financing: contribute towards the financing of the Establishment Funding, noting that the
Establishment Funding will ultimately be passed to the Company; and

b) Business continuity: until that Transferring Shareholding Council's Agreed Transfer Date,
operate and conduct its water services business in the normal course as forecast under the
Relevant Long-Term Plan (unless agreed otherwise with the Company) and adhere to the
Major Decisions Framework.

Expectations pricing and prioritisation

Pricing

9.1.

The strategy is that the Company will implement pricing from Day 1 until the first water services
strategy is adopted (no later than 1 July 2027) that achieves the following:

a) maintains differential pricing across the districts of Transferring Shareholding Councils in the
period immediately after establishment;

b) subject to ensuring that capital works can be undertaken as required by clause 9.2 below,
charges for water no higher than that forecast by a Transferring Shareholding Council in its
Relevant Long-Term Plan; and

c¢) billing continues in a manner consistent with how a Transferring Shareholding Council
currently bills.
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Prioritisation

9.2. From Day 1 until the first water services strategy is adopted, the strategy is that the capital works
programme as set out in the Relevant Long-Term Plan of each Transferring Shareholding Council
will inform the programme of work to be undertaken by the Company. This is subject to:

a) the Company approving the business case for projects that are not in construction as at the
Agreed Transfer Date; and

b) a need arising for the Company to invest in a critical asset within the Service Area of a
Transferring Shareholding Council which was not included in the capital works programme.
This extends to differences in the capital works programme set out in the Relevant Long-Term
Plan and the approved water services delivery plan. Where this occurs, the capital works
programme within that service area may be reprioritised in consultation with the relevant
Transferring Shareholding Council.

3462-9321-1195 v3 M



SCHEDULE 4 — TERMS OF APPOINTMENT OF INITIAL DIRECTORS

Registration:

1. Each Initial Director listed in the application for registration of the Company acts as a director
of the Company on the terms set out in this Schedule.

Term of Appointment:

2. The term of appointment is from the date of incorporation of the Company until such date as
confirmed by the Shareholder Representative Forum in writing to be the effective date of
appointment of the Chair of the Board of Directors (Term).

3. If, during the Term, an Initial Director no longer holds the office of Chief Executive in a
Transferring Shareholding Council, he or she will be deemed to have resigned immediately as
a director of the Company and the Company will appoint his or her replacement as an Initial
Director.

4, The Initial Directors are not eligible for reappointment to the Board where such an
appointment would be contrary to the requirements for a Water Organisation under the
LG(WS) Act.

Termination:

5. The appointment will automatically terminate on expiry of the Term.

Duties and Responsibilities:

6. During the Term, the duties and responsibilities of the Initial Directors will be limited as:

a) the Company will not be operational; and

b) no Transfer Agreements (or other material transaction) will be entered into by the
Company until such time as the Establishment Board is in place.

7. Notwithstanding the above, the Directors will:

a) ratify, and procure the Company enter into, this agreement;

b) in accordance with the Companies Act, act in the best interests of the Company. As itis
in the best interests of the Shareholding Councils for the Company to be set up for
success, the interests of the Shareholding Councils and the interest of the Company are
considered to be aligned during the Term;

c) extend the term of, and/or enter into a new employment or contractual arrangement with,
the Waikato Water Done Well programme director (or any replacement for the same) as
appropriate to give effect to the approved Establishment Plan;

d) delegate authority to the Waikato Water Done Well programme director to enter into
contracts to engage establishment team members and such other contracts as fall within
the scope of the approved Establishment Plan;

e) continue to provide direction to the Waikato Water Done Well programme team charged
with developing and implementing the Establishment Plan in accordance with the
Establishment Strategy;

f)  exercise reasonable care and diligence and comply with all applicable laws and
regulations;
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g) ensure that the Shareholder Representative Forum is supported in:

i. the recruitment and appointment process for the Chair of the Board and wider
Establishment Board; and

ii. approving the Establishment Budget and communicating this to each Transferring
Shareholding Council (as defined in Schedule 3);

h) ensure that each Transferring Shareholding Council is aware of and contributes its
Establishment Funding Share to the Company no later than the agreed Establishment
Funding Payment Dates; and

i)  provide governance oversight to the application of the Establishment Funding.

Remuneration and Expenses:

8. Each Initial Director also holds the office of Chief Executive in a Transferring Shareholding
Council. No further remuneration will be paid to the Initial Directors.

9. Each Transferring Shareholding Council will be responsible for reimbursing their Initial Director
any expenses incurred in carrying on activities as a director.

Indemnity:

10. Each Transferring Shareholding Council will extend its Directors and Officers Liability insurance (or
equivalent policy) to cover the activities of its Chief Executive as an Initial Director during the Term.
Each Transferring Shareholding Council will bear their own costs should any costs be incurred
because of this extension.

Confidentiality and Conflicts of Interest:

11. Each Initial Director will:

a) maintain the confidentiality of company information; and

b) disclose any potential conflicts of interest (noting that their role as a Chief Executive of a
Transferring Shareholding Council is not considered to be a conflict during the Term).
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SCHEDULE 5 - TERMS OF STAGE 1 SHARES

Part A — Terms of Stage 1 Shares held by a Shareholding Council with an Agreed Transfer
Date.

1. Transfer: Stage 1 Shares cannot be sold or transferred other than as expressly provided for in
the Shareholders’ Agreement.

2. Voting rights: Each Stage 1 Share carries one vote until commencement of the Reserved Matter
Period 2 (as defined in the Shareholders’ Agreement), at which point Stage 1 Shares become
non-voting.

3. Dividend: In accordance with the Constitution, the Stage 1 Shares do not carry any right to a
dividend or distribution.

4. Cancellation: Stage 1 Shares will automatically be cancelled (for no consideration) on the earlier
of:

a) Ashareholder no longer being party to the Shareholders’ Agreement; and
b) Stage 2 Shares being issued to the relevant Stage 1 Shareholder;

Part B — Terms of Stage 1 Shares held by a Shareholding Council without an Agreed Transfer
Date (this being Taupd DC)

1. Transfer: Stage 1 Shares cannot be sold or transferred other than as expressly provided for in
the Shareholders’ Agreement.

2. Voting rights: Stage 1 Shares held by a Shareholding Council that does not have an Agreed
Transfer Date are non-voting at all times.

3. Dividend: In accordance with the Constitution, the Stage 1 Shares do not carry any right to a
dividend or distribution (including on winding up of the Company).

4. Cancellation: Stage 1 Shares will automatically be cancelled (for no consideration) on the earlier
of:

a) ashareholder no longer being party to the Shareholders’ Agreement; or

b) the shareholder not satisfying Special Condition 1 and Special Condition 2 (as applicable) set
out below.

5. Special Condition 1:

a) Taupd DC and the Company having entered into a service level framework agreement by 1
July 2026 pursuant to which the parties agree:

i. the scope of services the Company can offer Taupd DC;

ii. the timeframe from when services will be provided ("Services Effective Date") (not being
a date later than 1 July 2027); and

iii. the pricing methodology that will apply2.

2 including any minimum monetary threshold for the provision of services and noting that the Company will be
entitled to include a management fee as part of the services delivery
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b) Where the requirements of sub-clause (a) have been met, the relevant Stage 1 Shares are
held conditional on the shareholder remaining a party to, and complying with the terms of, the
service level framework agreement.

6. Special Condition 2: By 1 July 2027:

a) Taupd DC having engaged the Company to provide services under the services level
framework agreement entered into under Special Condition 1 above up to any pre-agreed
monetary value; and

b) the Company (acting reasonably) being satisfied that Taupd DC has undertaken a review of
its water services model to ascertain whether Taupd DC should transfer responsibility for
water services to the Company within a specific timeframe before 1 July 2031. If, following
the review, Taupd DC decides:

i. toenter into a Transfer Agreement with the Company (with an intended completion date
of no later than 1 July 2031), then:

a. Taupo DC will fall within the definition of a Transferring Shareholding Council within
the meaning of the Shareholders’ Agreement and all consequent provisions will
apply to it;

b. the Transfer Agreement will be agreed in accordance with the Shareholders’
Agreement;

c. Taupd DC will continue as a Stage 1 Shareholder until the Transfer Agreement is
completed; and

d. the provisions of the Major Decisions framework attached to the Shareholders’
Agreement will apply to future decisions of Taupd DC (subject to such amendments
as recommended by the Board); or

ii. itdoes notwish to enter into a Transfer Agreement with the Company then Taupd DC will
continue to be a Stage 1 Shareholder subject to Special Condition 3 below (all other
conditions for being a shareholder remaining satisfied).

7. Special Condition 3:

a) By 1 July 2030, and as part of the preparation of the water services strategy that will apply to
its in-house business unit from 1 July 2030, Taupd DC will in good faith undertake a further
review of its water services delivery model.

b) If the decision is made to enter into a Transfer Agreement with the Company (with a
completion date of no later than 1 July 2031), the provisions set out in sub-paragraph (i) of
Special Condition 2 above apply and Taupd DC will continue as a Stage 1 Shareholder until
the Transfer Agreement is completed.

c) If the decision is made not to enter into a Transfer Agreement, or no decision is made by 1
July 2030:

i. Taupd DC will cease to be a Stage 1 Shareholder from the earlier of the date of the
relevant decision or from either 1 July 2030 or a negotiated earlier termination date, at
which point its Stage 1 shares will be cancelled for no consideration; and

ii. Taupo DC is entitled to continue to receive services in accordance with the terms of the
relevant services level framework agreement, as may be amended.

3462-9321-1195 v3 45



SCHEDULE 6 — TERMS OF STAGE 2 SHARES
1. Transfer: Stage 2 Shares cannot be sold or transferred other than as expressly provided for in
the Constitution and/or the Shareholders’ Agreement.
2. Voting rights: Each Stage 2 Share carries one vote.

3. Dividend: In accordance with the Constitution, the Stage 2 Shares do not carry any right to a
dividend or distribution.

4. Conditions: Each Stage 2 Shareholder must be a party to the Shareholders' Agreement.

5. Review: Allocation of Stage 2 Shares will be reviewed in accordance with clauses 12.3(c) and
12.3(d) of the Shareholders’ Agreement.

Russall

Md 2agh

\&'C

3462-9321-1195 v3

46



SCHEDULE 7 - SHAREHOLDER REPRESENTATIVE FORUM — SRF TERMS OF REFERENCE

1. Introduction

1.1 Waikato Waters Limited is a council-controlled organisation ("Company") jointly established by
Shareholding Councils for the purpose of providing water services to their communities. The
relationship between the Shareholding Councils is governed by the Shareholders’ Agreement.
Pursuant to that agreement, the shareholders have agreed to form the Shareholder
Representative Forum ("SRF") as a committee of shareholders.

2. Purpose

2.1.  The purpose of the SRF is to support the coordination of multiple council interests and operate
as the liaison between the Company and the Shareholding Councils and between the
Shareholding Councils themselves.

2.2. Inparticular, the SRF will:
a) oversee and provide direction to the Board on behalf of the Shareholding Councils; and

b) provide a forum for representatives of Shareholding Councils to meet, discuss and co-
ordinate decision making on relevant issues and, through their representatives, exercise
their powers in respect of the Company.

3. Membership

3.1.  Each Shareholding Council will appoint one elected member as its representative to the SRF
("SRF Representative") (by resolution passed in accordance with their respective council
decision-making frameworks) by providing written notice to the SRF and the other Shareholding
Councils (together with a copy of the relevant resolution).

3.2.  The SRF Representative will attend SRF meetings convened in accordance with these terms of
reference.

3.3.  Unless decided otherwise by a Shareholding Council, and notified to the SRF in writing, the
SRF Representative will be its Mayor.

3.4. In accordance with the Shareholders’ Agreement, each Shareholding Council (by resolution
passed in accordance with their respective council decision-making frameworks):
a) will appoint an alternate representative (being an elected member) by providing written

notice to the SRF and the other Shareholding Councils (together with a copy of the relevant
resolution);

b) can replace the SRF Representative or alternate at any time by providing written notice to
the SRF and the other Shareholding Councils (together with a copy of the relevant
resolution); and

¢) will ensure that its appointed SRF Representative or their alternate attends each meeting
of the SRF.
4. Meetings and administration

4.1. Chairperson: The Chair and Deputy Chair of the SRF will be elected by the SRF once all SRF
Representatives have been appointed, as a Reserved Matter at the first meeting where a
quorum is achieved. The SRF may choose to appoint an independent Chair who, if so
appointed, will take on the responsibilities of the Chair, but will not have a vote.

4.2. Frequency of meetings: The SRF will meet no less than once every six months, and more
frequently:

a) where a meeting is called in accordance with clause 10 of the Constitution; or
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4.3.

44.

4.5.

4.6.

4.7.

4.8.

4.9.

4.10.

5.2.

b) to meet the requirements of preparing the Statement of Expectations in the manner set out
in the Shareholders’ Agreement.

Rules for meetings: The following paragraphs of Schedule 1 to the Constitution will apply to
all meetings of the SRF (whether convened by the Board or otherwise):

a) Clause 2 — Notice of meetings

b) Clause 3 — Methods of holding meetings
¢) Clause 4 — Quorum

d) Clause 5 — Adjournment

e) Clause 6 —Voting

Alternates: The alternate appointed by a Shareholding Council may attend and vote at
meetings of the SRF, but only in the event that the SRF Representative is unable to do so.

Non-attendance: If a SRF Representative or their alternate is not present at the number of
consecutive SRF meetings set out in Schedule 1, that Shareholding Council will be required, on
notice by any other Shareholding Council, to replace that Shareholding Council's appointed
SRF Representative and alternate.

Reimbursement of costs: Each Shareholding Council will be responsible for reimbursing its
representative on the SRF for any costs associated with that person's membership of the SRF.

Administration: Reports to be considered by the SRF may be submitted by any of the
Shareholding Councils or the Company at least five business days before the next scheduled
meeting.

Secretariat: Secretariat is to be provided by the Company as agreed between the Company
and the SRF.

Minor amendment: These terms of reference may be amended at any time by consensus of
the SRF, provided that the amendment is:

a) of aformal or technical nature;
b) made to correct a manifest error or inconsistency; or
¢) necessary to comply with the provisions of any law and:

(i) the SRF has notified the Shareholding Councils of the proposed change at least 20
Business Days before the effective date of the amendment; and

(ii) no Shareholding Council has objected to the amendment by notice in writing given to
the Company within that 20 Business Day period.

Review: The SRF will review these terms of reference annually and recommend any
amendments (other than amendments made by the SRF in accordance with paragraph 4.9
above) to the Shareholding Councils, who may amend these terms of reference in accordance
with clause 21.8.

Decision-making

In accordance with the Shareholders’ Agreement, the SRF will make decisions in accordance
with the principles set out in clause 6.2 in all matters.

When efforts to achieve consensus on a particular matter have failed (as determined by the
Chairperson), the matter will be put to the vote in accordance with the decision-making
framework set out in clause 6.4 of the Shareholders’ Agreement.
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5.3.

54.

6.1.

In the situation where there is an equality of votes cast on a matter, the Chairperson does not
have a casting vote and therefore the matter subject to the vote is defeated and the status quo
is preserved.

SRF Representatives must attend SRF meetings equipped to cast votes on behalf of their
councils at the relevant meeting. Decisions made by the SRF are binding on the Shareholding
Councils.

Proposal with lwi Chairs

In accordance with the Shareholders’ Agreement, the SRF must promptly after its first meeting:

a) convene and agree a process for engaging with lwi (as defined in the Shareholders’
Agreement);

b) engage with the relevant lwi Chairs to consider and agree a proposal for how Shareholding
Councils can effectively partner with Iwi and with existing co-governance entities /
authorities across the service area to achieve the agreed outcomes (as specified in the
Shareholders’ Agreement?); and

c) present the proposal to each of the Shareholding Councils for consideration and approval.
Delegated authority

Each Shareholding Council has delegated to its SRF Representative the responsibilities and
powers in relation to the following matters:

Establishment _matters

a) Agreeing the establishment funding that Transferring Shareholding Councils will collectively
finance up to the agreed capped amount.

b) Recruitment, selection and appointment of the Chair of the Establishment Board and
Establishment Directors.

Enduring matters

Strategic matters and priorities

¢) Oversee preparation of the Statement of Expectations (having received feedback and
considered recommendations from each Shareholding Council and the Company).

d) Approve the Statement of Expectations (including any proposed amendment, revocation or
substitution as is permissible under the Shareholders’ Agreement).

Reserved matters

e) Receiving, considering and approving any or all Reserved Matters (as defined in the
Shareholders’ Agreement) that require shareholder decision making.

Board of Directors

f)  Recruitment, selection and appointment of the Chair of the Board and Directors.

g) Approving a remuneration framework for the Board (which will apply also to the
Establishment Board).

h)  Removal of any directors.

i) Monitoring the performance of the board of the Company.

3 Refer to section 6.4 of Shareholders’ Agreement and Schedule 8 which set out the matters over which the SRF
can exercise decision making power.
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Reporting and accountability

i) Receiving and considering the half-yearly and annual reports of the Company.

k)  Receiving and considering such other information from the Company as the SRF may
request on behalf of the shareholders and/or may receive from time to time.

I)  Undertaking performance and other monitoring of the Company.

m) Considering and providing recommendations to the shareholding councils on proposals
from the Company or any shareholding council.

n) Providing co-ordinated feedback, and recommendations as needed, on any matters
requested by the Company or any shareholding council, including each draft water services
strategy.

Procedural

0) Agreeing when Shareholder meetings, or resolutions in lieu of Shareholder meetings, are
required, without prejudice to Shareholder and board rights to call meetings under the
Company's constitution.

p) Providing recommendations to the Shareholders regarding changes to the Shareholders'
Agreement and the constitution of the Company.

q) Engaging with the Board in response to any requests for input into policy or procedural
matters.

7.2. Inthe exercise, or anticipated exercise, of the delegated authorities set out above:
a) any Shareholding Council may:
(i) obtain independent advice at the expense of that Shareholding Council; and/or
(i) request the Board to obtain independent advice at the Company's expense; and

b) if the Board fails to comply with a request under sub-paragraph (ii) above, the SRF may,
with the approval of a unanimous resolution of the SRF, obtain independent advice at the
Company's expense.

7.3. The SRF may further delegate its powers to a sub-committee of the SRF (and such sub-
committee may also include persons other than SRF Representatives) on such terms as the
SRF may determine by Special Resolution by Vote.
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SCHEDULE 8 — RESERVED MATTERS

RESERVED MATTERS

Matter or transaction

Material transactions

"Major transactions" as that term is defined in the Companies Act.

Changes to structure

Any alteration to, or revocation of, the Constitution.

Any issue of Shares, securities that are convertible into or exchangeable for Shares, or options to acquire
Shares.

Any alteration of rights, privileges or conditions attaching to the Shares.

Any arrangement, dissolution, reorganisation, liquidation, merger or amalgamation of the Company.

Any transfer by the Company of Shares held by the Company or any purchase or other acquisition by the
Company of its own Shares.

Any consolidation, division, or subdivision of Shares.

Any cancellation, buy-back or reduction of Shares, securities that are convertible into or exchangeable for
Shares, or options to acquire Shares.

The giving of any financial assistance for the purpose of, or in connection with, the purchase of Shares.

Making a material change in the nature of the Company's business or engaging in business activities other
than the Business.

Any shareholder amending their Agreed Transfer Date so that it occurs earlier than otherwise agreed in the
Establishment Strategy.

Any delegation by the SRF to a sub-committee.

The SRF obtaining independent advice in respect of the exercise, or anticipated exercise, of the delegated
authorities of the SRF, at the Company's expense (unanimous).

RESERVED MATTER PERIOD 1

Reserved Matter Level of Transferring Shareholding Council
support

(Stage 1 Shares held equally at this time, with one
vote per Stage 1 Share)

"Major transactions", Companies Act Special Resolution by Vote

Approving Statement of Expectations Special Resolution by Number of those Shareholding
Councils who have committed to an Agreed Transfer
Date that is on or before 1 July 2028.

Appointment of Directors of the Board and the Chair Special Resolution by Vote

and Deputy Chair of the SRF

Any material change to the Company's business Not permitted during Reserved Matter Period 1.
Any alteration to, or revocation of, the Constitution Special Resolution by Vote

Any issue of Shares, or instrument that could result in Special Resolution by Vote

issued Shares
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Any alteration of rights, privileges or conditions
attaching to the Shares

Special Resolution by Vote

Any cancellation, buy-back or reduction of Shares
(excluding Stage 1 shares which are cancelled in
accordance with terms of issue)

Special Resolution by Vote

Any consolidation, division, or subdivision of Shares

Special Resolution by Vote

Any transaction by the Company relating to the
Shares held by it (including giving financial
assistance)

Special Resolution by Vote

Any arrangement, dissolution, reorganisation,
liquidation, merger or amalgamation of the Company

Special Resolution by Vote

Any shareholder amending their Agreed Transfer
Date so that it occurs earlier than otherwise agreed in
the Establishment Strategy

Special Resolution by Vote

Any delegation by the SRF to a sub-committee

Special Resolution by Vote

The SRF obtaining independent advice in respect of
the exercise, or anticipated exercise, of the delegated
authorities of the SRF, at the Company's expense

Unanimous

RESERVED MATTER PERIOD 2

"Major transactions”, Companies Act

Special Majority Resolution

Approving Statement of Expectations

Special Resolution by Number

Stage 1 Shareholder participation: Any remaining

Stage 1 Shareholder who has an Agreed Transfer

Date will be entitled to vote and will count for the
purposes of a Special Resolution by Number

Appointment of Directors of the Board and the Chair
and Deputy Chair of the SRF

Special Resolution by Number

Five-year periodic review of Stage 2 Share allocation
(decision to waive)

Special Majority Resolution

Any material change to the Company's business

Special Majority Resolution (and in accordance with
legislation)

Any alteration to, or revocation of, the Constitution

Special Majority Resolution

Any issue of Shares, or instrument that could result in
issued Shares

Special Majority Resolution

Any alteration of rights, privileges or conditions
attaching to the Shares

Special Majority Resolution

Any cancellation, buy-back or reduction of Shares
(excluding Stage 1 shares which are cancelled in
accordance with terms of issue)

Special Majority Resolution

Any consolidation, division, or subdivision of Shares

Special Majority Resolution

Any transaction by the Company relating to the
Shares held by it (including giving financial
assistance)

Special Majority Resolution

Any arrangement, dissolution, reorganisation,
liquidation, merger or amalgamation of the Company

Special Majority Resolution
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Any shareholder amending their Agreed Transfer
Date so that it occurs earlier than otherwise agreed in
the Establishment Strategy

Special Majority Resolution

Any delegation by the SRF to a sub-committee

Special Resolution by Vote

The SRF obtaining independent advice in respect of
the exercise, or anticipated exercise, of the delegated
authorities of the SRF, at the Company's expense

Unanimous
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1.

SCHEDULE 9 — MAJOR DECISIONS

Purpose

To set out the framework that applies to Transferring Shareholding Council decision making during the
period between the Incorporation Date and a Transferring Shareholding Council’s Agreed Transfer
Date.

2.

Definitions

Terms in capitals in this framework document have the same meaning as set out in the Establishment
Strategy in Schedule 3.

3.

3.1.

3.2

3.3.

Scope of Framework

A Transferring Shareholding Council must continue to operate its water services during the
Establishment Period (and until its Agreed Transfer Date where this is later) in a manner that
ensures a no-harm approach to staff, customers, Iwi partners, other stakeholders and to the
future success of the Company.

Pragmatic steps need to be taken to ensure existing operations continue as seamlessly as
possible and relationships are effectively managed and maintained as councils prepare to
transfer their business to the Company, and the Company prepares to receive.

To this end, this Major Decisions Framework applies to major decisions that are proposed to be
made by a Transferring Shareholding Council in the period from Day 0 and a Transferring
Shareholding Council’'s Agreed Transfer Date. To the extent of any inconsistency between this
framework and the terms of the Transfer Agreement (once effective), the terms of the Transfer
Agreement will prevail.

Business as usual decisions

. A proposed decision of a Transferring Shareholding Council is not a Major Decision for the

purposes of this framework to the extent that it relates to the Transferring Shareholding Council’s
obligation to:

a) operate and conduct its water services business in the normal course in accordance with the
business practices employed by the Transferring Shareholding Council as at the Incorporation
Date;

b) continue to make such payments and discharge such obligations as is consistent with the
timing and method of payment applied by the Transferring Shareholding Council in the 12-
month period prior to the Shareholders’ Agreement;

¢) undertake all steps necessary to enter into a Transfer Agreement with the Company before its
Agreed Transfer Date; and

d) complete an annual plan, long-term plan, amendment to a long-term plan during the period
between the Incorporation Date and the Agreed Transfer Date where the decision does not
reduce the forecast price increases for water charges set out in the Relevant Long-Term Plan
(or the water services delivery plan submitted to DIA where the projected price increases are
higher in that plan than in the Relevant Long-term Plan).

Major decisions

. A proposed decision of a Transferring Shareholding Council will be considered a "Major

Decision" if it relates to:
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a)

b)

d)

h)

a matter set out in section 4.1(d) above but does not align with the forecast price increases for
water charges set out in the Relevant Long-Term Plan (or water services delivery plan where
applicable);

a policy the council is required to adopt under the Local Government Act 2002 and which
relates to water services that are transferring to the Company;

any new or amendment to a by-law that relates to water services;

the purchase or disposal of strategic asset, other than in accordance with the Relevant Long-
Term Plan. Strategic Assets refers to any interest in land that may have relevance to water
services, any change to access to operational facilities or ownership of water services
infrastructure assets;

the undertaking of any capital works programme, other than in accordance with the Relevant
Long-Term Plan;

a material increase in the employment costs of Transferring Shareholding Council employees
who primarily work in water services and who it is anticipated will be transferred to the
Company (not being the Chief Executive or executive level employees of a Transferring
Shareholding Council);

entry into any loan or other financial transaction in relation to water services other than in
accordance with the Relevant Long-Term Plan; and

entry into or renewal of any contract (other than capital works contracts) that exceeds a period
beyond 6 months after the Agreed Transfer Date.

Process for Major Decisions

a)

d)

e)

. Where a proposed decision is a Major Decision (as defined above):

the Chief Executive of the Transferring Shareholding Council must engage with the Chief
Executive of the Company (or if the appointment of the Company Chief Executive is pending,
such person as nominated by the Directors of the Company) (Company Representative) in
relation to the proposed decision;

sufficient information should be provided to the Company Representative for them to
understand the reasons for the proposed decision;

the Company Representative is entitled to make recommendations / proposals in relation to
the proposed decision, including providing detail of any negative impact the decision may
have on the ability of the Company to carry on the water services business from the Agreed
Transfer Date;

the Transferring Shareholding Council must have regard to, and respond to, the
recommendation / proposal from the Company Representative before making a formal
decision; and

following the decision being made, provide one-off or periodic reporting (as appropriate in the
circumstances) to the Company on the decision that was made and the outcomes of that
decision (including in compliance with the "no surprises" principle in clause 6.3(a)(iii)).

The above does not waive or alter any rights the Company may have under the terms of the Transfer
Agreement or otherwise.
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SCHEDULE 10- BOARD MATRIX OF SKILLS

Matrix of Skills

Each Director of the Company must have the skills, knowledge, or experience to:
- guide the Company, given the nature and scope of its activities; and
- contribute to the achievement of the objectives of the Company.

In making all Director appointments, the Shareholding Councils must ensure that all directors have the
essential attributes and core competencies set out in the Institute of Directors Competency Framework
and that the Board collectively has the attributes set out below.

Establishment Board appointments must place a particular emphasis on commercial acumen and

systems to ensure effective governance oversight over the establishment and transition
implementation.

COLLECTIVE BOARD ATTRIBUTES

Establishment Operational Board
Board

At least one At least Multiple All

director one directors directors
director

Candidates with the ability and willingness to:

1. Chair the Board V S

2. Participate fully in the life of the N N
Board and on subcommittees as
required

3. Demonstrate the individual N N

attributes outlined below

Relevant knowledge and experience in/of:

4. Governance and leadership \ Y
experience
5. Commercial strategic and N N

business acumen (with
experience to oversee commercial
negotiations)

6. Board member suitable to chair the N
Finance and Assurance committee,
likely with a Chartered Accountant
or equivalent background

7. Relationship management skills N N
and experience, particularly in the
Local Government context and
with previous public sector
experience Proven track record of
high EQ and leading through
complex change processes

8. Understanding of governance N N
delivering community good civil
infrastructure assets
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Governance experience in
industries delivering other utilities
(such as electricity, telecoms)

10.

A strong understanding of the
Waikato region and contemporary
local government context, including
appreciation of public accountability.

11.

A strong understanding of the co-
governance arrangements for the
Waikato region, including the
Waikato River Authority, Hauraki
Gulf Forum and the Waihou, Piako,
Coromandel Catchment Authority.

12.

Practical, and preferably
governance leadership, experience
in Water Services

13.

Resource and environmental
management and the RMA - —
demonstrating a commitment to
kaitiakitanga and stewardship of the
natural environment

14.

Experience integrating Te Ao Maori
and Tikanga Maori in a professional
board environment. Understands
how to lead, impact and influence to
maintain, uphold, and proactively
engage with the principles of the
Treaty of Waitangi
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1.1.

2.2.

SCHEDULE 11 — STATEMENT OF EXPECTATIONS

Establishment matters

To the extent a Statement of Expectations is adopted before all Shareholding Councils have
transferred their Water Services business into the Company, the Shareholding Councils should
include their:

a) expectations of the Board during establishment, for example, that the Board have a
significant focus on ensuring a smooth and successful transition of people, processes and
systems at each stage; and

b) expectations in relation to pricing and prioritisation as set out in the Establishment Strategy.
Legislatively required content

As required under the LG(WS) Act, the Statement of Expectations must include how
Shareholding Councils expect the Company:

a) to meet the Statutory Responsibilities;

b) to perform its duties and functions to achieve the agreed vision and purpose for the
Company;

c) to achieve the Strategic Outcomes; and

d) torelate to each Shareholding Council’s resource management planning and land-use
planning that are relevant to the Company’s service area.

It must also include:
a) the Shareholding Councils collective strategic priorities for the Company;

b) any requirement that the Company act in accordance with any relevant statutory obligation
that applies to a Shareholding Council; and

c¢) the information the Company must include in its water services half-yearly report.
Agreed additional content

Shareholding Councils (through their SRF Representative) must also consider including the
following content:

a) the expectation that the Board set the critical success factors to achieve the agreed
strategic outcomes;

b) the expectation an effective and trusted relationship is maintained with each Shareholding
Council and what is expected in relation to collaborating with Shareholding Councils and
other parties when providing water services;

c) the expectation that the Company will establish positive relationships with existing co-
governance entities / authorities of the region (Waikato River Authority, Hauraki Gulf
Forum and the Waihou, Piako, Coromandel Catchment Authority);

d) how Shareholding Councils require the Company to conduct its relationships with:
(i) the shareholders;

(i) the shareholders’ communities or any specified stakeholders within those
communities;
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(i) Hapa, Iwi, and other Maori organisations (including any obligation a Shareholding
Council may have);

(iv) the Company’s customers;

(v) performance indicators and measures the Shareholding Councils may use to monitor
the Company; and

(vi) that the Company act in accordance with an obligation that a Shareholding Council
may have with a third party under a contract or other agreement;

e) arequirement that the Company undertake a specified obligation on behalf of a
Shareholding Council;

f) effective partnering with Iwi to build on existing obligations of Councils (including giving
effect to Te Ture Whaimana) and establish and maintain strategic relationships promote a
catchment-based approach to consenting and investment;

g) establish and maintain processes to provide opportunities for hapi and Iwi to contribute to
the decision-making processes of the Company and consider ways in which it may foster
the development of hapi and lwi capacity to contribute to these decision-making
processes;

h) opportunities for effective partnering with Waikato Regional Council;

i) expectations in relation to growing cultural competence of the Company through
governance, management and workforce;

j) arequirement to undertake community or customer engagement, and the contents of that
engagement; and

k) any matters that are relevant to all or a specified part of the water services provided by the
Company (for example, a matter that applies only to wastewater) or to all or a specified
part of the Company’s service area (for example, a matter that applies only to the district
of a Shareholding Council).
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SCHEDULE 12— AGREED FORM TRANSFER AGREEMENT

3462-9321-1195 v3 60



Transfer Agreement

PARTIES
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The Company

[Council]

Council
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AGREEMENT dated 202[]

PARTIES

Waikato Waters Limited
("Company")

[WWDW Council name]

("Council™)

INTRODUCTION

A

The Council is responsible for providing Water Services and is the owner of various drinking
water, wastewater and other infrastructure and assets, as well as various associated
liabilities.

In accordance with the legislation implementing Local Water Done Well, the Council has
determined that a joined-up approach to Water Services is the structural delivery option that
best meets the long-term needs of its communities. To this end, the Council, together with [ ]
other Waikato councils, has:

(a) jointly established the Company for the purpose of transferring its responsibility for
providing drinking water and wastewater services to it to it; and

(b) included the joint model as the future delivery model for water services in their
respective water services delivery plans.

Under the terms of the Shareholders’ Agreement, each of the shareholding councils has
made a commitment as to when and how it will transfer its Water Services business into the
Company. In accordance with the terms of the Shareholders’ Agreement and pursuant to
sections [11] and [12], and Schedule 2, of the LG(WS) Act, the Council hereby enters into
this transfer, interface and services agreement with the Company to:

(a) implement the transfer to the Company of:
(i) responsibility for providing the Transferring Water Services;
(i) all infrastructure owned or controlled by Council that is used primarily for

the purpose of providing the Transferring Water Services (including
specified infrastructure) unless expressly excluded;

(iii) related assets and other matters that are necessary for the Company to
carry out, and be responsible for, providing the Transferring Water
Services in the Service Area; and

(iv) relevant Water Service liabilities;

(b) agree how the parties will work together in relation to matters of shared interest;
and




1.1

()

agree arrangements for any services by the Company to the Council, and by the
Council to the Company.

AGREEMENT

The parties enter into this agreement to record their agreement on the following matters:

(@)

(b)

Schedule 2: The Council has agreed to transfer to the Company, and the
Company has agreed to receive the Assets and assume the Responsibilities and
Obligations, for the consideration and on the terms and conditions set out in this
agreement.

Schedule 2A: The net debt calculation [Drafting note: this is still being finalised]
Schedule 3: How the parties will work together to effectively and efficiently
manage matters of shared interest, and what arrangements will apply for charging
and revenue collection for the Transferring Water Services that will be performed

by the Company following Completion.

Schedule 4: The terms on which one party will provide the other party with other
ad hoc services and deliverables after Completion.

Schedule 5: The general terms and conditions which apply to this agreement.

Schedule 6: The definitions which apply to this agreement.




SIGNATURES

[INSERT COUNCIL NAME]
By:

Name of Authorised Signatory Signature of Authorised Signatory

In the presence of:

Signature of witness

Name of witness

Occupation

City/town of residence

WAIKATO WATERS LIMITED
By:

Signature of Director Signature of Director

Name of Director Name of Director




SCHEDULE 1

AGREEMENT DETAILS

Transfer Terms under Schedule 2

Completion Date

(Clause 7.1, Schedule 2)

[Drafting Note: for each Waikato Waters Limited Shareholding
Council this is intended to be the Agreed Transfer Date as set out
in the Shareholders’ Agreement and the agreed Establishment

Strategy]

Settlement Amount

(Clause 3.1, Schedule 2)

The Settlement Amount is the amount calculated in accordance with
Schedule 2A.

List or description of
Assets to be transferred
(or expressly not to be
transferred) under this
agreement

(Appendices 1 and 2 of
Schedule 2)

See Appendices 1 and 2 of Schedule 2.

List or description of
contracts to be
transferred (or
expressly not to be
transferred) under this
agreement

(Appendices 1 and 2 of
Schedule 2)

See Appendices 1 and 2 of Schedule 2.

List or description of
Responsibilities to be
transferred (or
expressly not to be
transferred) under this
agreement

(Appendices 1 and 2 of
Schedule 2)

See Appendices 1 and 2 of Schedule 2.

Shared Interests and Charging and Revenue Collection Arrangements Terms under Schedule 3

Shared Interest

As agreed under the Shareholders’ Agreement, the Council will




Arrangements

(clause 2.2, Schedule 3)

provide the Company with the Post-Completion Transition
Services set out in Schedule 3. [Drafting note: this schedule will
be completed to include the ongoing arrangements between the
Company and the Council that are necessary until such time as
the Company has developed the capability / introduced the
systems to enable it to carry out the specific matters on its own
(for example, billing and call-centre operation)].

The parties will work together in relation to the following Shared
Interest Arrangements set out at the Appendices 1 and 2 to Schedule
3:

when the Council is performing and exercising its functions, duties,
and powers under the Building Act 2004;

land use planning and resource management planning (including
consent processes);

the performance or exercise of any statutory functions in respect of
emergency management; and

such other matters as the parties are required to undertake to
comply with the LG(WS) Act, such as developing, adopting and
implementing a stormwater network risk management plan.
[Drafting note: this will be reviewed and updated to reflect the
final form of the LG(WS) Act]

Party to collect Water
Charges

(clause 3, Schedule 3)

From the Completion Date, until such time as notified by the Board
(provided that such time is no later than [ ] years from the Completion
Date unless agreed otherwise between the Council and the Company),
the Council will continue to collect the Water Charges on behalf of the
Company.

Representatives

(clauseb.2, Schedule 3)

Council: as notified in writing to the | Company: as notified in writing
Company three months prior to the | to the Council three months
Completion Date prior to the Completion Date

Interface Governance
Group Members

(clause 5.3, Schedule 3)

Chair: [Drafting note: To be confirmed by Interface Governance

Group as its first meeting]

Council representative(s) as Company representative(s)
notified in writing to the Company as notified in writing to the
three months prior to the Council three months prior to
Completion Date. the Completion Date

Ad hoc Services and Deliverables Terms under Schedule 4




Summary of Council's
provision of Services
and Deliverables

(Services and Deliverables are
provided in full detail in lauses
2 and 4, Schedule 4 and any
Service Order)

[Drafting note: to be completed]

As at the Commencement Date of this agreement, the summary of
Services and Deliverables that Council will provide to the Company
under this agreement and Service Orders are:

Summary of the
Company’s provision of
Services and
Deliverables

(Services and Deliverables are
provided in full detail in lauses
2 and 4, Schedule 4 and any
Service Order)

new non-water operating model]

As at the Commencement Date of this agreement, the summary of
Services and Deliverables that the Company will provide to Council
under this agreement and Service Orders are:

[Drafting note: the Service Order specifying the Services and
Deliverables will be completed as between the Council and the
Company in each transfer agreement — this will reflect the services that
the Council may need the company to support it with as it adjusts to its

Invoice details

(clause 3, Schedule 4)

Council

Company

[Drafting note: to include payment
contact details, this may be the
party representative contact]

Email: [ nsert email address to be
used for invoicing]

General Terms and Conditions under Schedule 5

Commencement Date

(Clause 1.1,Schedule 5)

[Drafting note to include
payment contact details, this
may be the party representative
contact]

Email: [ nsert email address to
be used for invoicing]

[Drafting note this will be the Agreed Transfer Date of the relevant

Council or such other date as is agreed to be the Completion Date

Service Area

(Background A)

Has the meaning set out in the LG(WS) Act where such service area is
within the boundary of a Shareholding Council (as that boundary is
constituted at any time in Part 2, Schedule 2, LGA).

Place of arbitration

(Clause 10.4(c), Schedule 5)

Cambridge, unless agreed otherwise by the parties in writing

Address for notices
(clause13.1, Schedule 5)

Council Company

[insert physical and postal [TBC - physical and postal address
address details of the details of the Company's office]

Council's office]




Email: [ nsert details] Email: [ nsert details]

Attention: [ nsert details] Attention: [ nsert details]




SCHEDULE 2

TRANSFER TERMS AND CONDITIONS

Purpose of Schedule 2: This Schedule 2 provides for the terms of the Transfer of the Assets,
Responsibilities, and Obligations from the Council to the Company.

1.1

2.1

2.2

MATTERS TO BE TRANSFERRED

Agreement to transfer

(@)

Assets and Obligations The Council shall transfer the Assets and Obligations to the
Company, and the Company shall:

(i) receive the Assets free of any Encumbrances; and

(i) assume the Obligations (including by taking an assignment/novation of the
Assumed Contracts under clause 9 of Schedule 2),

from the Council, in accordance with this agreement.

Statutory responsibilities, functions, duties and powers The Council shall transfer
the Statutory Responsibilities to the Company, and the Company shall comply with the
Statutory Responsibilities as required by this agreement, and the relevant legislation.

Operational Responsibilities and Management Responsibilities The Council shall
transfer the Operational Responsibilities and Management Responsibilities to the
Company, and the Company shall comply with the Operational Responsibilities and
Management Responsibilities as required by this agreement, and the relevant legislation.

Resource Consents Responsibilities The Council shall transfer the Resource
Consents Responsibilities to the Company, and the Company shall comply with the
Resource Consents Responsibilities as required by this agreement, and the relevant
legislation.

MATTERS NOT TRANSFERRED

No transfer: The Council does not transfer any of the Excluded Matters ***or any other matters
not specified in this agreement as transferring to the Company, and those matters shall continue to
be owned, retained and/or performed and exercised by the Council.

No assumption of Liabilities: Except as expressly provided in this agreement, the Company only
assumes the Obligations and the Responsibilities, and does not assume any other Liabilities of the
Council in relation to the Assets or otherwise.

SETTLEMENT AMOUNT

Settlement Amount The Settlement Amount is the amount calculated in accordance with
Schedule 2A.




4.1

5.1

52

5.3

54

5.5

5.6

5.7

5.8

TAX

The parties agree and acknowledge that, pursuant to section [214] of the LG(WS) Act, they are
treated as the same person for the purposes of the Inland Revenue Acts (as defined in section 3(1)
of the Tax Administration Act 1994) and therefore no tax consequences arise in respect of the
Transaction contemplated by this agreement.

EMPLOYEES/CONTRACTORS

Principle: The Council wants to ensure there is employment security, to the extent possible, for
Transferring Water Services employees during the transfer process. It is an expectation of the
Council that the Company will offer employment in the Company for Council employees who
primarily work in Transferring Water Services (not being the Chief Executive or executive level
employees of a council).

Identification of affected employees and contractors: Pursuant to clause [2] of Schedule 1 of
the LG(WS) Act, as modified to meet the requirements of the Establishment Strategy, the Council
will identify and notify the Company of the affected employees, on the earlier of 10 Business Days
after the date of this agreement and three months before the Agreed Transfer Date. The Council
will also notify the Company of any Contractors providing services relating to the Transferring
Water Services.

Offer of employment: The Company shall, within twenty Business Days of receiving the
notification referred to in clause 5.2, consult with the Council as to the terms and conditions to be
offered to those Employees referred to in clause 5.1 and, unless otherwise agreed with the Council,
offer, so that such offer meets the requirements of clause [1(3)] and clause [2] of Schedule 1 of the
LG(WS) Act in respect of those Employees, employment to each such Employee on the same or
similar terms and conditions enjoyed by the Employee on the date of this agreement, and will treat
each such Employee's service as continuous. The Company may also choose to offer to any
Contractor identified in clause 5.2 a new independent contractor agreement. Each offer to
Employees or Contractors is referred to as an "Offer".

Acceptance: The parties shall use all reasonable endeavours to persuade each Employee and
Contractor to accept the Offer.

Conditions of Offer: The Offer will be conditional on the transfer proceeding and with effect from
the Completion Date. In respect of Employees, the Offer will be conditional on the Employee
waiving any entitlement to redundancy compensation/notice from the Council.

Access to Employees and Contractors: The Council will, at such times as reasonably requested
by the Company, allow the Company access to:

(a) each Employee and Contractor to discuss the Offer; and

(b) subject to obtaining each Employee's and Contractor's consent to disclosure, if required,
each Employee's employment records (or equivalent for Contractors).

Company's Assumed Accrued Employee Benefits: The Company shall from Completion
assume, and indemnify the Council against, all Liability of the Company for all Accrued Employee
Benefits relating to Employees who have accepted an Offer.

Return of Employee and Contractor information: Where any Employee or Contractor does not
accept an Offer, the Company will, at the option of the Council, return to the Council or destroy all




personal information provided to the Company in relation to the relevant Employee (including but
not limited to all employment records provided under clause 5.4(b) of Schedule 2) or Contractor.

PRE-COMPLETION OBLIGATIONS

Positive obligations of Council: Between the date of this agreement and Completion, the
Council shall, subject to clause 6.3 of Schedule 2 (but without limiting the negative obligations of
the Council in clause 6.2 of Schedule 2):

(a) operate and conduct the Business in the normal course in accordance with the business
practices employed by the Council as at the date of this agreement and in accordance
with any applicable provisions in the Shareholders’ Agreement (with particular reference
to the Establishment Strategy);

(b) continue to make such payments and discharge such obligations in a manner consistent
with the timing and method of payment or discharge employed by the Council in the 12
month period prior to the date of the Shareholders’ Agreement;

(c) continue to adhere to the Major Decisions Framework set out in the Shareholders’
Agreement;
(d) to the extent not already executed, execute a deed of guarantee in favour of LGFA in

accordance with the commitment set out in the Shareholders’ Agreement;

(e) promptly notify the Company of any law suits, Claims, proceedings (other than normal
debt collection proceedings), investigations or adverse events which may occur, be
threatened, brought, asserted or commenced against it, its Directors or employees,
involving or affecting the Business, the Assets, the Obligations and/or the
Responsibilities; and

i) no later than [60] Business Days prior to the Agreed Transfer Date, give notice ("Council
Debt Notice") to the Company of the Council's best estimate of the amount of the
Council's Council Water Infrastructure Debt, the Council's share of Establishment Costs,
the Council's Establishment Funding Share and any Transitional Activity Costs including
sufficient detail for the Company to be able to confirm how such amounts were reached
and that such amounts comprise Council Water Infrastructure Debt, the Council's share
of Establishment Costs, the Council's Establishment Funding Share and any Transitional
Activity Costs (as applicable).

Negative obligations of Council: Between the date of this agreement and Completion, the
Council shall not, subject to clause 6.3 of Schedule 2 (but without limiting the positive obligations of
the Council in clause 6.1 of Schedule 2):

(a) alter any of the conditions of employment of the Employees or Contractors (other than as
required to provide for changes required to meet agreements with unions, salary
increases and the payment of bonuses in accordance with the ordinary course of
operations of the Council);

(b) agree to amend any of the terms of any Assumed Contract; or

(c) acquire or dispose of any of the Assets other than in the ordinary course of conducting
the Business.




6.3

6.4

6.5

Exceptions: Clauses 6.1 and 6.2 of Schedule 2 do not prevent the Council from doing anything
that:

(a) is expressly permitted by this agreement; or
(b) is approved in writing by the Company.
Novation and Counterparty Consents

(a) Prior to Completion, the Council shall use all reasonable endeavours to have each of the
counterparties to any Assumed Contracts enter into a deed of novation, on terms
acceptable to each of the Council and the Company, to novate the relevant Assumed
Contract to the Company with effect from Completion.

(b) To the extent that a deed of novation is not able to be entered into pursuant to sub-clause
(a), then the Council will use all reasonable endeavours to obtain the consent of the
relevant counterparty to the Assumed Contracts marked as requiring consent in Appendix
1 of this Schedule 2, to the assignment of that Assumed Contract to the Company, on
terms that are acceptable to both the Council and Company ("Counterparty Consents").

(c) The Company shall provide such assistance to the Council as it reasonably requests in
relation to sub-clauses (a) and (b).

(d) If:
(i) no deed of novation has been entered into in respect of that Assumed Contract;
and
(i) where a Counterparty Consent is required in respect of an Assumed Contract,

and that Counterparty Consent has not been obtained

on or before Completion, the Company shall not delay or fail to undertake Completion
and clause 9 of Schedule 2 will apply.

Additional assets, responsibilities and liabilities: If, before Completion, the Council or the
Company identifies any asset, responsibility Liability or contract held by the Council that:

(a) is necessary for the Company to carry on the Business after Completion in a manner
consistent with how the Business was carried on during the 12 months prior to
Completion; and/or

(b) primarily relates to the provision of the Transferring Water Services,

other than an Excluded Asset ("Additional Item"), then the parties may agree to vary this
agreement in accordance with clause 14.7 of Schedule 5, for the Additional ltem to be added to
Appendix 1 of Schedule 2 for consideration determined by the parties consistent with how the
consideration was determined for the Assets and Obligations. If the parties cannot agree on such
value, the expert determination process in clause 8.2(b) of Schedule 2 will apply, with appropriate
changes to reflect the determination required by this clause.




7.2

7.3

7.4

COMPLETION

Time of Completion: Completion of the transfer of the Assets, Obligations and Responsibilities
( Completion") shall take place electronically not later than 3pm on the Completion Date, or at
such other time and place as may be agreed between the parties.

Obligations on Completion: At Completion:

(@)

(b)

The Company shall pay the Settlement Amount to the Council in immediately available
funds by electronic transfer to a bank account nominated by the Council;

the Company shall issue the Stage 2 Shares to the Council in accordance with the
Shareholders’ Agreement and update Companies Office to reflect the change in
shareholding, and the Council will consent to such issue;

legal and benéeficial title to, risk to, and possession of, the Assets shall be given by the
Council and accepted by the Company, and the Council will deliver all Assets, title to
which passes by delivery, at the places set out in Appendix 1 of Schedule 2 or as
otherwise notified by the Council to the Company;

the Council shall take such actions, and sign and deliver to the Company (together with
all relevant documents of or evidencing ownership) such documents and other things
necessary, to transfer to the Company full and unencumbered legal and beneficial title to,
and possession of, the Assets as the Company may reasonably require;

the Company assumes the Obligations and shall take such actions, and sign and deliver
to the Council such documents and other things necessary, for the Company to assume
full responsibility for the Obligations (including as provided for in clauses 6.4 and 9 of
Schedule 2), as the Council may reasonably require; and

the Company assumes the Responsibilities and shall take such actions for the Company
to assume full responsibility for the Responsibilities as the Council may reasonably
require.

Assignment of rights: With effect from Completion, the Council assigns to the Company all its
property and contractual rights in the Assets.

Completion simultaneous: The actions specified in clauses 7.2 and 7.3 of Schedule 2 must take
place on the same day. If any of the documents required to be delivered, or actions required to be
taken, pursuant to clause 7.2 of Schedule 2 are not delivered or taken for any reason, the
Company is entitled, without prejudice to any of its other rights or remedies to:

(@)

effect Completion so far as is practicable having regard to the defaults which have
occurred and in so doing either to release, or without releasing (as the Company may
elect), the Council from liability to comply as soon as possible with its obligations under
that clause;

fix a new date for Completion, which shall be treated for all purposes as the Completion
Date;

sue for specific performance; and/or

request Ministerial intervention under the terms of the LG(WS) Act or Local Government
(Water Services Preliminary Arrangements) Act 2024 as a consequence of the Council




8.1

8.2

failing to comply with section 22 of that Act (by not giving effect to the undertaking for
future delivery of the Transferring Water Services set out in its water services delivery
plan).

APPORTIONMENT

Apportionment statement: The Council must give the Company within five Business Days of the
Calculation Time a written statement ("Apportionment Statement") setting out:

(@)

the aggregate amount of all Accrued Employee Benefits at the Completion Date relating
to Employees who have accepted an Offer ("Accrued Employee Benefits Amount");
and

the aggregate of all amounts payable to the Council pursuant to any of the Assumed
Contracts or in relation to the Assets (including water rates/charges), which are yet to be
received by the Council at the Completion Date in relation to the period up to and
including the Completion Date ("Outstanding Revenue");

the aggregate of all amounts received by the Council pursuant to any of the Assumed
Contracts or in relation to the Assets (including water rates/charges), which have been
received by the Council at the Completion Date in relation to the period after the
Completion Date ("Advance Revenue");

the amount of all Apportionable Outgoings:

(i) unpaid by the Council at the Completion Date in respect of the period up to and
including the Completion Date ("Accruals"); and

(i) paid by the Council at the Completion Date in respect of the period after the
Completion Date ("Prepayments").

Dispute resolution regarding transfer: The Company shall, within five Business Days after
receipt of the Apportionment Statement from the Council, give notice to the Council that the
Company either:

(@)
(b)

approves the Apportionment Statement; or

does not approve the Apportionment Statement, such notice ("Dispute Notice") to
specify the matters that the Company disputes or disagrees with ("Matters in Dispute"),
in which case the Company and the Council must meet within five Business Days of the
date of the Dispute Note and attempt to resolve the Matters in Dispute. If the Matters in
Dispute are not resolved by the Company and the Council within five Business Days of
such meeting then either the Company or the Council may give notice ("Referral Notice")
to the other referring the Matters in Dispute to a single expert ("Expert") for determination
in accordance with the following:

(1) the Expert will be an accountant with relevant experience appointed by the
Council and the Company by mutual agreement, provided that if agreement as
to the Expert is not reached within five Business Days after the date of giving
the Referral Notice, the Expert will be appointed at the request of a party by the
New Zealand Dispute Resolution Centre;
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(i) the Council and the Company will together provide to the Expert copies of this
agreement, the Dispute Notice and a copy of the Apportionment Statement; and

(iii) the Expert will be instructed to:

(aa) resolve the Matters in Dispute, in accordance with the accounting
treatment used by the Council in their most recent financial
statements ("Accounting Treatment"), and then, only to the extent
necessary, in accordance with NZ GAAP (to the extent not
inconsistent with the Accounting Treatment) as at the date of this
agreement;

(bb) resolve the Matters in Dispute within 20 Business Days of the date of
the Referral Notice and issue a decision to each of the Council and
the Company; and

(ce) if required, adjust the Apportionment Statement and provide a copy to
each of the Council and the Company;

(iv) the decision will be final and binding on the parties;
(v) referral of the Matter to the Expert will not be an arbitration agreement for the
purposes of the Arbitration Act 1996 and the provisions of that Act will not apply

to or govern that referral; and

(vi) the parties will bear their own costs (including legal costs) and an equal share of
the costs and expenses of the Expert.

Difference between Accruals and Prepayments If:

(@)

the Outstanding Revenue plus the Prepayments exceed the aggregate of the Accruals
and the Advance Revenue and the Accrued Employee Benefits Amount, the Company
must pay an amount equal to the difference to the Council; and

the aggregate of the Accruals, the Advance Revenue and the Accrued Employee Benefits
Amount exceed the Outstanding Revenue plus the Prepayments, the Council must pay
an amount equal to the difference to the Company,

as an adjustment of the Settlement Amount within five Business Days of:

()

(d)

the date on which the Council receives notice from the Company under clause 8.2(a) of
Schedule 2; or

receipt by the party required to make payment under clause 8.3(a) or 8.3(b) of Schedule
2 (as applicable) of the adjusted Apportionment Statement from the Expert pursuant to
clause 8.2(b)(iii) of Schedule 2.

Any such payment will be paid by electronic bank transfer of immediately available funds into the
bank account nominated in writing by the party that is due to receive the payment, or in such other
form as the parties may agree.
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9.2

9.3
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ASSUMED CONTRACTS

Assignment and Novation

(@)

Subject to clause 6.4 of Schedule 2 and Completion, and on and with effect from the
Completion Date, the Council assigns and the Company accepts an assignment of all of
the Council's rights under, benefits of and interests in ("Benefits"), and assumes the
burden of, the Assumed Contracts ("Relevant Contract"), in accordance with this clause
9 of Schedule 2.

Subject to the provisions of the LG(WS) Act providing otherwise, this agreement does not
constitute an assignment or an attempted assignment, or novation or attempted novation
as the case may be, of a Relevant Contract if an assignment or attempted assignment
requires the consent of the counterparty to the Relevant Contract and would constitute a
breach of that Relevant Contract if an assignment were made without that consent.

Consent to transfer of Relevant Contracts

(@)

(d)

If the consent of a third party is to be requested for the assignment as marked in
Appendix 1 of Schedule 2 (as applicable), and has not been obtained prior to Completion,
the Council must continue to use all reasonable endeavours to obtain that consent by or
as soon as reasonably practicable after Completion, on terms that are acceptable to both
the Council and the Company.

Pending the transfer of any Relevant Contract to the Company under clause 9.1 of
Schedule 2, the Council must:

hold the Benefits of the Relevant Contract on trust for the Company and account to the
Company promptly after receipt by it for the value of any Benefit of the Relevant Contract
that arises (or relates to the period) after the Completion Date; and

not agree to any termination, amendment or variation of, or waiver of any of the Council's
rights under, the Relevant Contract without the prior written approval of the Company.

Performance of Relevant Contracts

(@)

The Council must perform and observe all obligations (other than any obligation to make
any payment, where such payment is reflected in the Apportionment Statement) of the
Council under any Relevant Contract which are due to be performed (or relate to the
period) on or before the Completion Date.

The Company must, to the extent it lawfully can, assume, perform and observe all
obligations of the Council under any Relevant Contract which are due to be performed (or
relate to the period) after Completion Date, as well as any obligation to make any
payment in respect of the Relevant Contracts where such payment is reflected in the
Apportionment Statement, whether arising before, on or after Completion.

Transfer of Relevant Contracts Unavailable: If, despite their reasonable endeavours, the
Council and the Company are unable to (including because any third party consent required cannot
be obtained) transfer a Relevant Contract under clause 9.2(a) of Schedule 2 within six months from
Completion, the Council must, if requested in writing by the Company, as soon as reasonably
possible, procure that the Relevant Contract is terminated with no Liability or cost to the Company.
To avoid doubt, there will be no adjustment to the Settlement Amount, and the Council will have no
Liability to the Company, as a result of any such termination.
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10.1

10.2

10.3

10.4

POST-COMPLETION PROVISIONS

Trust for non-assigned Assets: If any of the Assets are not able to be assigned to the Company
at Completion, the Council shall as from Completion and until such time as those Assets are
assigned to the Company (which must occur within five Business Days of those Assets becoming
able to be assigned to the Company), hold such Assets on trust for the Company and the Company
is entitled to enforce its rights in respect of such Assets in the name of the Council.

Additional assets and liabilities: If, after Completion, the Council or the Company identifies any
asset or contract held by the Council that:

(a) is necessary for the Company to carry on the Business after Completion in a manner
consistent with how the Business was carried on during the 12 months prior to
Completion; and/or

(b) primarily relates to the provision of the Transferring Water Services,

other than an Excluded Asset ("Further Item"), then the parties may agree to transfer the Further
Item (subject to obtaining any applicable counterparty consent on terms satisfactory to both the
Council and Company), for consideration determined by the parties consistent with how the
consideration was determined for the Assets and Obligations (and clause 8 will apply to the
transfer of such Further Item, with such amendments as necessary in the context of the transfer of
the Further Item). If the parties cannot agree on such value, the expert determination process in
clause 8.2(b) of Schedule 2 will apply, with appropriate changes to reflect the determination
required by this clause.

Receipt of post-Completion amounts: On and from Completion, the Company shall be entitled
to receive and retain all amounts payable in respect of the Assets and Assumed Contracts. The
Council shall make such payments to the Company as are necessary to give effect to the
preceding sentence and until such payments are made shall hold the relevant amounts on trust for
the Company. The Council shall promptly provide to the Company such information as is
necessary to enable the Company to calculate amounts payable under this clause. The Council
shall use all reasonable endeavours to ensure that the amount of each payment to be made under
this clause is determined, and paid, as quickly as possible.

Post-Completion wash-up
(a) The parties acknowledge that:

(i) the Settlement Amount is calculated on the basis of the Council's best estimate
of its Council Water Infrastructure Debt; and

(i) each of the Council's share of Establishment Costs, the Council's Establishment
Funding Share and any Transitional Activity Costs is calculated on the basis of
the Council's best estimate of those amounts,

as at the date of the Council Debt Notice.

(b) Within [12] months of the Completion Date, the Council will give a further notice ("Final
Debt Notice") to the Company setting out the actual amount of its Council Water
Infrastructure Debt, the Council's share of Establishment Costs, the Council's
Establishment Funding Share (including interest incurred by the Council on the Council's
Establishment Funding Share) and any Transitional Activity Costs (together, the "Final
Debt Amount") as at the Completion Date, including sufficient detail for the Company to
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10.6

11.

be able to verify the Final Debt Amount payable by the Company, including at such dates
agreed under clause 1(a)(ii)(A) of Schedule 2A.

(c) The Final Debt Notice will also include the amount of the difference between the
Settlement Amount and the Final Debt Amount ("Difference"), which, if the Settlement
Amount is greater than the Final Debt Amount, will be repayable by the Council to the
Company, and if the Settlement Amount is less than the Final Debt Amount, will be
payable by the Company to the Council, in accordance with subclause (e) below.

(d) The Company shall:

(i) as soon as practicable after receipt of the Final Debt Notice, notify the Council
about whether the Company wishes to verify the amount(s) set out in the Final
Debt Notice, and if yes, the reasonable time period required by the Company to
do so; and

(i) if it notifies the Council that it wishes to verify the amount(s) set out in the Final
Debt Notice, the Company will complete its verification within the reasonable
time period notified to Council under subclause (d)(i)(or such other period
agreed in writing with the Council), and notify the Council of such completion.

(e) Within [10] Business Days of the later of:
(i) the receipt of the Final Debt Notice;
(i) the date of completion of the Company's verification of the Final Debt Notice

under subclause (d) above; and

(iii) if applicable, the Final Debt Amount being agreed or determined in accordance
with paragraph 2 of Schedule 2A,

the relevant party with the payment obligation under subclause (d) above will pay the
Difference to the other.

Company to provide information: Following Completion, the Company shall permit the Council
such access to its records as shall be reasonably necessary to enable the Council to complete tax
returns and to comply with other statutory obligations of the Council relating to the Business and/or
the provision of the Transferring Water Services.

Council to provide information: Following Completion, the Council shall permit the Company to
have access to its records, and to take copies thereof, for the purpose of conducting the Business
or complying with other statutory obligations of the Company relating to the Business, the
Responsibilities and/or the provision of the Transferring Water Services.

WARRANTIES AND INDEMNITIES

Warranties: In consideration of the Company entering into this agreement, the Council warrants to
the Company, as at the Completion Date, that:

(a) the Assets:
(i) are the absolute property of, and under the control of, the Council; and

(i) are not subject to any Encumbrance;
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(b) the Assumed Contracts are valid, binding and enforceable in accordance with their terms,
and the Council is not, nor will at Completion be, in breach, in any material respect, of
any such contracts; and

(c) the Council is not in breach, in any material respect, of any of the Responsibilities.

Qualifications: The Warranties are given subject to:

(a) any exception or qualification fairly disclosed in any formal disclosure letter given by or on
behalf of the Council to the Company before execution of this agreement by the
Company (disclosure will be considered to have been made if the matter is included in

the approved Council water services delivery plan); and

(b) any matter or thing done or omitted to be done in accordance with any provision of this
agreement or at the request, or with the prior approval, of the Company.

Company Acknowledgement: The Company acknowledges and agrees that:
(a) the Assets are sold on a strictly "as is where is" basis; and
(b) the Council has not made any statement, representation or warranty (express or implied)

as to, and the Company has no claim against the Council in respect of, the fitness,
quality, condition or state of repair of any of the Assets.




APPENDIX 1 — MATTERS TO BE TRANSFERRED

ASSETS

Assets

Place of delivery and how delivery will
occur

[eg all drinking water pipes located in Service
Area]

[in situ]

2.
3.
OBLIGATIONS
A ASSUMED CONTRACTS
Contract name/description Counterparty consent required?
2

RESPONSIBILITIES

A) STATUTORY RESPONSIBILITIES
Statutory Responsibilities Reference
1.
2.
3.
B) OPERATIONAL RESPONSIBILITIES
Operational Responsibilities Reference
1.
2.
3.
C) MANAGEMENT RESPONSIBILITIES
Management Responsibilities Reference
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D) RESOURCE CONSENTS RESPONSIBILITIES
Resource Consents Responsibilities Reference
1.
2.
3.
E) IWI AND HAPU RESPONSIBILITIES
Iwi and hapu Responsibilities Reference
1.
2.
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APPENDIX 2 - MATTERS TO NOT BE TRANSFERRED

EXCLUDED ASSETS

Excluded Assets

EXCLUDED CONTRACTS

Excluded Obligations

EXCLUDED RESPONSIBILITIES

Excluded Responsibilities

Reference
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SCHEDULE 2A
[Drafting note: at the time of entering into the Shareholders’ Agreement, work is still underway to
particularise the detail of this Schedule 2A. Schedule 2A will be updated after the Shareholders’
Agreement has been signed. The proposed final schedule will be agreed by the Chief Executives of
the relevant councils and brought to each shareholding council to approve in advance of their
Agreed Transfer Date and having regard to the agreed principle that there will be consistency in the
terms of the transfer agreements across councils]

Settlement Amount and Council Water Infrastructure Debt Calculation

Principles for establishing the net debt calculation

(a) The intent is that the Company either:
(i) pays the Council an amount equal to:
(A) the Council's Council Water Infrastructure Debt;
(B) the Council's share of the Establishment Costs;
(©) the Council's Establishment Funding Share, including interest incurred

by the Council on the Council's Establishment Funding Share; and
(D) any Transitional Activity Costs,

(in each case to the extent actually paid to the Company or a third party by the
Council, and not previously repaid to the Council); or

(i) agrees with the Council in writing that:

(A) the Council will retain some or all of its Council Water Infrastructure
Debt until future date(s) agreed with the Company, on which the
Company will pay the Council the amount of that retained Council
Water Infrastructure Debt;

(B) the Company will pay the Council an amount equal to the Council's
Council Water Infrastructure Debt (less the amount that will be
retained by the Council under subclause (a)(ii)(A) above), the
Council's share of the Establishment Costs, and the Council's
Establishment Funding Share (to the extent actually paid to the
Company and not previously repaid to the Council); and

(C) the Company will meet such costs of the Council in retaining the
Council Water Infrastructure Debt under subclause (a)(ii)(A) above, as
agreed and specified in writing between the parties.

(b) The Council will be responsible for paying its creditors and collecting its receivables
balances at the Completion Date.

(c) The Council will remain responsible for the provision of the Transferring Water Services
until the Completion Date, but will not incur debt amounts greater than those projected in
the Council's long-term plan in place on the date of the Shareholders’ Agreement
(notwithstanding any subsequent amendments to such long-term plan after that date).
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Council Water Infrastructure Debt determination

(@)

Within [20] Business Days of receipt of the Council Debt Notice or the Final Debt Notice
(as applicable), the Company may request further information from the Council, and/or
may take steps to verify or audit the amounts set out in the Council Debt Notice or the
Final Debt Notice (as applicable).

The Council will promptly provide all reasonable assistance to the Company in respect of
any further information requested or any verification or audit which the Company wishes
to undertake.

If the Company does not agree with the amount of the Council Water Infrastructure Debt
set out in the Council Debt Notice or the Final Debt Notice (as applicable), the Company
will, provide notice in writing to the Council, after which the parties will discuss and
endeavour to agree the amount of the Council Water Infrastructure Debt within [10]
Business Days after receipt of that notice (or such longer period as is agreed between the
parties in writing). If the parties cannot agree the amount of the Council Water
Infrastructure Debt in that period, the Company may, by notice in writing to the Council,
refer the matter for expert determination in accordance with clauses 8.2(b)(i) to (vi)
(applied with the necessary amendments to make those clauses applicable to the
determination of the Council Water Infrastructure Debt).

Settlement Amount calculation [Drafting note: To be confirmed]

Subject to paragraph 1(a)(ii) of this Schedule 2A, the Settlement Amount is the Council's best
estimate of the amount of the Council Water Infrastructure Debt as at the Completion Date:

(@)

[TBC]

Transitional Activity Costs

[TBC]
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SCHEDULE 3

SHARED INTEREST AND CHARGING ARRANGEMENTS TERMS AND CONDITIONS

Purpose of Schedule 3: This Schedule 3 provides for how the parties will work together in relation to:

(@)
(b)
1.

1.1

21

2.2

23

ensuring that Shared Interests are managed effectively and efficiently; and
the arrangements for Water Charges for the Water Services to be performed by the Company.
RELATIONSHIP MANAGEMENT

Relationship principles: The parties will engage and work with each other under this agreement
in accordance with the following relationship principles:

(@) Partnering approach: The parties wish to build and maintain a strong, enduring,
high-trust relationship to enable effective and sustainable delivery of Water Services and
Water Services infrastructure to consumers and the community over the long term. The
parties will take a relationship-based, strategic partnering approach which incorporates
working collaboratively together in good faith, while also acknowledging each other's
independence and respective legislative functions and obligations.

(b) Have regard to consumers and communities: The parties acknowledge that the
delivery of safe, reliable, resilient, accessible, affordable and efficient Water Services is of
significant importance to the consumers and community within the Service Area. While
the delivery of Water Services and Water Services infrastructure remains the statutory
responsibility of the Company, the parties will at all times have regard to the needs of the
consumers and communities in the Service Area where services are delivered, and to the
local cultural or environmental factors of the consumers and communities in that Service
Area.

(c) Engaging with each other: The parties will engage with each other in the spirit of
cooperation, respectful and honest behaviour, and take a 'no surprises' approach to
preserve and strengthen the integrity of the relationship.

(d) Cooperation: The parties will act reasonably at all times and consult with each other as
early as practicable about anything that may materially affect a party's performance under
this agreement or a Service Order, or about any possible or actual breach of the same.

MATTERS OF SHARED INTEREST

General: The parties will interact and work together in respect of the Shared Interests to ensure
that:

(a) matters of Shared Interests are managed effectively and efficiently; and

(b) each party can meet its statutory and contractual obligations.

Arrangements Accordingly, in respect of the Shared Interests, the parties will comply with their
obligations under the detailed arrangements for each of the Shared Interests as set out in

Appendices 1 to [X] of this Schedule 3 ("Shared Interest Arrangements").

Minimum requirements: The Shared Interest Arrangements must meet the following minimum
requirements:
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3.1

3.2

3.3

(a) the functions, roles, responsibilities and accountabilities of each party are defined;
(b) each party can meet their statutory functions, power and duties;

(c) any additional services that one party to the other when carrying out its functions, powers
and duties will be detailed in a Service Order; and

(d) the costs for each party to perform their obligations in respect of the arrangements will lie
as they fall, unless otherwise agreed under the arrangement, or a related Service Order.

Changes to Shared Interest Arrangements: The Shared Interest Arrangements and any related
Service Orders agreed under this clause 2 of Schedule 3 may need to be further developed and
amended as the relationship between the parties develops. Either party may make a
recommendation to the Interface Governance Group to amend the Shared Interest Arrangements
or Service Order, provided that:

(a) any change to the Shared Interest Arrangements or Service Order must be agreed in
writing between the parties; and

(b) a change to the Shared Interest Arrangements or Service Order will be effective from the
date the parties agree to implement the changes.

COUNCIL CONTINUES TO COLLECT CHARGING AND REVENUE COLLECTION
ARRANGEMENTS FOR A TRANSITIONAL PERIOD

Collection by Council: The parties agree that on a transitional basis as part of the Post-
Completion Transition Services, and in accordance with clause [6(b)] of Schedule 2 of the LG(WS)
Act, the rates, fees and other charges in relation to the Transferring Water Services will be
collected by the Council ("Water Charges") on behalf of the Company.

Water Charges Arrangements: In respect of the Council continuing to collect the Water Charges,
the parties will agree Water Charges arrangements that specify:

(a) how and when the Council will pass revenue collected on to the Company, including
details of transitional arrangements and the duration of those arrangements;

(b) any associated fees and expenses that will be charged and retained by the Council; and

(c) a confirmation that, for the period of time the Council collects the rates, fees and other
charges, the Council will provide the Company with sufficient revenue each Financial
Year to enable the Company to undertake the capital and operating investment
programme in the Company’s capital works programme (as informed by each
Shareholder’s respective capital works programme immediately prior to incorporation of
the Company) and, once adopted by the Company, in the Company’s Water Services
Strategy for a Financial Year.

Final decision responsibility The:

(a) Company’s capital expenditure and operating expenditure for the Water Services
provided by the Company; and

(b) Company’s level of Water Charges for the Water Services,

will be as set out in the Company's annual water services budget, and the final decision-maker in
respect of such matters will be as set out in the Constitution and the Shareholders’ Agreement.
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5.1

52

53

TRANSITION TO COMPANY COLLECTION CHARGING AND REVENUE COLLECTION
ARRANGEMENTS

Collection by Company: The parties agree that after the transitional period (the duration of which
will be determined by the Board in consultation with the Shareholding Councils), and in accordance
with clause [6(b)] of Schedule 2 of the LG(WS) Act, Water Charges will be collected by the
Company. Once this applies:

(a) clause 2.1 above will cease to apply and the Company will collect Water Charges in
accordance with its powers and statutory obligations under the LG(WS) Act, and

(b) the water charges arrangements agreed pursuant to clause 2.2 above will cease to apply,
with the Council no longer entitled to charge any associated fees and expenses
previously charged.

GOVERNANCE FOR MANAGING SHARED INTERESTS

Purpose of Interface Governance Group: The parties will establish an Interface Governance
Group comprising the parties' Representatives to be the first point of contact in relation to any
issues concerning their nominated subject area in respect of the Shared Interest Arrangements,
Service Order or other matter under this Agreement.

Appointment of Representatives

(a) Each party will appoint the respective person(s) in accordance with the process identified
in clause 5.2(b) of Schedule 3 to be that party's representative and point of contact who is
responsible for management of the relationship between the parties ("Representative”).
There may be additional Representatives named by one party for different subject areas.

(b) Three months prior to the Completion Date, each party will confirm their Representative
and the members they wish to appoint as additional Interface Governance Group
members.

(c) Each party shall ensure that its Representative and Interface Governance Group

members are reasonably available during normal business hours.

(d) Each party may replace a Representative or Interface Governance Group member by
giving notice to the other party. Both parties will ensure that any replacement is a person
with similar experience and seniority as the representative / member being replaced and
will provide the contact details of the replacement to the other party.

Interface Governance Group Members

(a) The Interface Governance Group members will be those members notified in writing in
accordance with clause 5.2(b) above. There shall be no more than 3 Interface
Governance Group members per party at any one time (including the Representative).

(b) Each party shall ensure that its member(s) are committed and reasonably available to
carry out their role in relation to the Interface Governance Group, including attending
governance meetings.

(c) Each party may nominate another person or member to be its alternate and may remove
that alternate appointed by them at anytime.
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5.6

Each party may replace its member by giving notice to the other party. Both parties will
ensure that any replacement is a person with similar experience and seniority as the
previous named member and will provide the contact details of the replacement to the
other party.

Role of Interface Governance Group: The purpose of the Interface Governance Group is to:

(f)

consider any Compliance Reports submitted to it and propose any recommendations to
address any non-compliance identified;

consider any information sharing issues as referred to at clause 2 of Schedule 5;

consider and attempt to resolve any issues or disputes referred to it by a party under
clause 10 of Schedule 5;

carry out the review of this agreement under clause 3 of Schedule 5;

consider and provide a recommendation to each party of any proposed change to this
agreement, including any Service Orders; and

consider such other matters as the parties may agree.

Governance reporting: The Representatives are to report to the Interface Governance Group on
each party's compliance with this agreement including in respect of the Shared Interest
Arrangements and Service Orders, on an annual basis from the Commencement Date

( Compliance Report"):

(@)

The purpose of the Compliance Report is to ensure that there is transparency as to how
the parties are meeting their respective obligations under this agreement. Prior meeting
minutes to identify issues can be used to form the basis of the Compliance Report.

The Representatives must agree on the content of the Compliance Report before
delivering to the Interface Governance Group for consideration, however if agreement is
not possible, then each Representative may submit its own Compliance Report to the
Interface Governance Group.

The Representatives will determine a process for ensuring that they can meet their
obligations under this clause 4.5 of Schedule 3 at least three months before the
Compliance Report is due.

Meetings of the Interface Governance Group

(@)

The first chair of the Interface Governance Group is the member appointed in accordance
with the process set out in the Agreement Details and is appointed for the first 2 years
after the Commencement Date. At the end of the first chair's term, the next chair (who
shall hold office for a similar term) shall be a member nominated from the other party and
so on, so that the chair rotates between the parties.

The Interface Governance Group shall meet at least once every 6 months and more
frequently if required or agreed.

At the first Interface Governance Group meeting of each year, the location and dates of
each meeting for the following calendar year will be set.
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The Company will be responsible for administrative tasks in relation to the Interface
Governance Group, such as issuing reminders and an agenda, distributing any material
and taking minutes at the meeting.

Decisions and recommendations of the Interface Governance Group shall be unanimous.

A quorum of the Interface Governance Group shall be at least one member from each
party.

Where a matter to be discussed by the Interface Governance Group affects the interests
of another shareholding council of the Company, the Representatives may agree to meet
with the representatives of that shareholding council.
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APPENDIX 1 — SHARED INTEREST ARRANGEMENTS FOR [X]

[Drafting Note: to be completed after the date of incorporation and agreed across shareholders once there
is clarity on LG(WS) and the Board is in place to discuss the below matters with the Shareholder
Representative Form and / or the Chief Executives across the Councils]

[The matters of shared interest under section 5(2) of the LG(WS) Act include (but are not limited to):

(a) when the territorial authority is performing and exercising its functions, duties, and powers under the
Building Act 2004; and

(b) land use planning and resource management planning (including consent processes); and

(c) the performance or exercise of any other statutory functions, duties, and powers of the parties that are
relevant to both parties (for example, emergency management).

Example By way of example, for item (b) above (land use planning and resource management planning)
the parties will need to provide for:

(a) how the parties will engage and work together in relation to land use planning and the provision of
and planning for water services;

(b) how the Council will work with the Company in relation to its planning process under the Resource
Management Act 1991;

(c) sharing information for the purposes of each party carrying out its statutory and contractual
functions;

(d) engaging with the community in relation to planning for growth;

(e) how the parties will engage in relation to the Company performing its functions under the Building
Act; and

() how the parties will work together in relation the processes, principles, and scope of assessment to
be adopted by Council Resource Consent Planners, Regulatory Engineering in relation to the
assessment of resource consents and engineering approvals.]
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APPENDIX 2 — SHARED INTEREST ARRANGEMENTS FOR [Y]

[Placeholder for inserting any other Shared Interest Arrangements.]
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SCHEDULE 4

AD HOC SERVICES AND DELIVERABLES

PURPOSE OF SCHEDULE 4: Schedule 4 provides the terms and conditions that apply to the Company
providing ad hoc services to the Council, or the Council providing ad hoc services to the Company. Ad hoc
services may include services required during a transitional period or on an ongoing basis, and as an
example, could include human resources or payroll services, IT services or other back-office services. The
parties will enter into a Service Order for the provision of any ad hoc services, or for any services required in
relation to a Shared Interest Arrangement under Schedule 3.

1.

1.1

1.2

1.3

2.1

AD HOC SERVICES

Ad Hoc Services: From time to time, the parties may enter into a Service Order where a party
( Service Recipient") requires the other party ("Service Provider") to provide a particular Service
for a fixed term or on an enduring basis for the benefit of the Service Recipient.

Service request process: The Service Recipient may request the Service Provider to submit to
the Service Recipient a draft Service Order in respect of providing certain Services and
Deliverables to the Service Recipient. Within a reasonable period after receiving the draft Service
Order, the Service Recipient will notify the Service Provider either:

(a) that the Service Recipient accepts the proposal, in which case clause 1.3 of this
Schedule 4 will apply;

(b) that the Service Recipient wishes to negotiate the proposal, in which case the parties will
promptly negotiate the proposal and, once agreement is reached, clause 1.3 of this
Schedule 4 will apply; or

(c) that the Service Recipient rejects the proposal, in which case the parties will have no
further obligation to each other with respect to the proposal or its subject matter.

Implementation: If the Service Recipient accepts the Service Provider's proposal to provide
Services and Deliverables as contemplated in clause 1.1 of this Schedule 4, then they will jointly
finalise a Service Order relating to such Services or Deliverables. Once executed by both parties,
the Service Order will form part of this agreement. Until such time as the Service Order is
executed, the Service Provider will not be required to provide any Services or Deliverables, and the
Service Recipient will have no obligation to pay any amount, in respect of that proposed Service
Order.

GENERAL OBLIGATIONS

General: In performing its obligations under this agreement and any Service Order, the Service
Provider will:

(a) provide all Personnel, processes and resources required to perform its obligations under
this agreement, including to provide the Services and Deliverables;

(b) comply with the reasonable directions of the Service Recipient;

(c) as applicable, provide and implement the Services and Deliverables in accordance with
the terms of this agreement and each relevant Service Order;

(d) provide all equipment, tools, materials and other resources necessary for the provision of
the Services and Deliverables;
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22

2.3

(i)

)

take full responsibility for the performance of all tasks and activities necessary to provide
the Services and Deliverables in accordance with each Service Order, other than tasks or
activities specifically identified as being out of scope;

without limiting the Service Provider's other obligations, keep the Service Recipient
advised of the progress of the provision of the Services and Deliverables and changes or
possible changes to the scope or timing;

not damage or adversely affect the property, operations, reputation or goodwill of the
Service Recipient or any related entity;

not disrupt the Service Recipient's operations and other activities, except to the extent
reasonably required in order to provide the Services and Deliverables;

work co-operatively and collaboratively in good faith with the Service Recipient and all
other contractors and service providers to the Service Recipient (including third party
suppliers) at all times to ensure the Services and Deliverables are delivered to the
Service Recipient efficiently, seamlessly and as required by the Service Recipient;

comply with all its obligations under law and maintain all licences, approvals, consents
and permits required in order to provide the Services and Deliverables and otherwise to
perform its other obligations under this agreement;

without limiting the Service Provider's other obligations, promptly notify the Service
Recipient in writing of:

(i) any breach or likely breach of the Service Provider's obligations under this
agreement; and

(i) any matter that may impact on the Service Provider's ability to perform its
obligations in accordance with this agreement; and

without limiting subclauses 2.1(a) to (k) of this Schedule 4 above, exercise that degree of
skill, diligence, prudence and foresight which would reasonably and ordinarily be
expected from a skilled, reasonable and experienced operator in the same or similar
circumstances, with reference to Best Industry Practice.

Remedies for failure: If any of the Services and Deliverables are not, in the Service Recipient's
reasonable opinion, provided in accordance with this agreement, the Service Recipient may,
without limiting its other remedies:

(@)

(b)

give the Service Provider notice to immediately remedy the deficiency at the Service
Provider's cost;

withhold any payment due to the Service Provider until the deficiency is satisfactorily
remedied; and/or

if the Service Provider does not remedy the deficiency to the Service Recipient's
reasonable satisfaction within a reasonable period after the Service Recipient giving
notice under clause 2.2(a) of this Schedule 4, deduct a reasonable amount from any
payment due to the Service Provider to reflect the cost to the Service Recipient to correct
the deficiency.

Personnel The Service Provider must:
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3.1

3.2

ensure the Services and Deliverables are provided using appropriately experienced,
skilled and qualified Personnel who are capable of providing the Services and
Deliverables to the standards required under this agreement;

be responsible for all acts and omissions of its Personnel as if they were the acts or
omissions of the Service Provider;

ensure that all of its Personnel comply with the terms of this agreement and with any of
the Service Recipient's relevant policies, procedures and reasonable directions as
notified by the Service Recipient; and

ensure that each Service Provider Personnel is willing to, and does, undergo security and
other probity and clearance checks (including a check for criminal convictions) if required
by the Service Recipient.

Statutory or Regulatory Functions

(@)

(b)

Notwithstanding any provision in this agreement, the statutory obligations of either party
are always paramount and not affected or varied by this agreement. Nothing in, or
contemplated by, this agreement will be construed or interpreted as restricting or
otherwise affecting the discretion of a party to exercise any of its powers or functions
under any law, or to require a party to interfere with or influence the exercise of any
power or discretion by any other person.

Any exercise of (or failure to exercise) a regulatory or statutory function by a party shall
not, of itself, constitute an act, omission or breach by that party under this agreement.

Protection of information systems: Where a party is given access to the other party’s
information technology system to enable it to provide the Services and Deliverables, it must:

()
(b)

only use the system to provide the Services and Deliverables;

take all reasonable care in using the system, including all hardware, software and
applications and observe all relevant license agreements, the other party's policies,
security procedures and work practices;

not interfere with or dispute or cause any damage to the system;

ensure that the system is protected from unauthorised access or use or misuse, damage
or destruction by any person;

not allow the integrity of data and information held on the system to be compromised; and

follow the policies and procedures of the other party to maintain the accuracy of data and
information held within the system.

PAYMENT AND INVOICING

Charges: The Charges payable by the Service Recipient to the Service Provider for the provision
of the Services or Deliverables will be as set out in the applicable Service Order.

Rates Card: The Service Provider agrees that the labour rate used to calculate the Charges shall
be no more than the amounts set out in the Rates Card, for the corresponding Service Provider
Personnel of the relevant role.

34



3.3

3.4

3.5

3.6

3.7

3.8

3.9

4.1

4.2

No other amounts payable: The Charges are the only amounts payable by the Service Recipient
for the Services and Deliverables and all other related matters.

GST: Unless otherwise agreed on a case by case basis, all Charges are exclusive of GST, which
shall (if applicable) be additionally payable by the Service Recipient at the same time as payment
of the Charges.

Withholding tax: [f the Service Recipient is required by law to make a deduction or withholding
from any payment made to the Service Provider on account of withholding taxes, payment by the
Service Recipient to the Service Provider of the net amount after such deduction or withholding will
be a complete and final discharge by the Service Recipient of its obligation to make the relevant
payment.

Expenses: The Service Provider is responsible for all expenses incurred by it under this
agreement, unless otherwise expressly specified in the relevant Service Order or the Service
Recipient has given its prior written approval to reimbursement of such expenditure.

Invoice: The Service Provider will invoice the Service Recipient for the Charges in respect of the
Services and Deliverables, within 90 days of the Service Provider having the right to issue such
nvoices under the relevant Service Order. Each invoice must be:

(a) a valid tax invoice for the purposes of the Goods and Services Tax Act 1985;

(b) be sent directly to the Service Recipient via email to the email address set out in the
Agreement Details; and

(c) include all information reasonably required to enable the Service Recipient to validate the
claim for payment including:

(d) any purchase number, Service Order number or contract number applicable to the
invoice;

(e) reference to this agreement (under which the invoice is issued); and

() the Charges for and description of each Service and/or Deliverable being invoiced,

( Valid Tax Invoice").

Payment: The Service Recipient shall pay each invoice by the 20t day of the month following the
month of receipt of the invoice by Service Recipient.

Disputed invoices: If the Service Recipient raises any Dispute in relation to an invoice submitted
under this clause 3, then the Service Recipient must pay the undisputed portion of the Valid Tax
Invoice on or before the due date for payment of that invoice, but may withhold payment of the
disputed portion until the dispute is resolved.

DISENGAGEMENT SERVICES

Commencement: Commencing at any time before or from the termination or expiry of all or any
part of a Service Order for any reason (including due to termination or expiry of this agreement),
the Service Provider shall, at the request of the Service Recipient in writing, provide
disengagement services in respect of the Services and/or Deliverables in that Service Order.

Duration: The Service Provider shall provide the required disengagement services for up to 12
months after termination or expiry of the relevant Service Order, as agreed by the parties.
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4.3

4.4

4.5

Disengagement Services: The disengagement services may include the Service Provider:

(@)

continuing performance of the Services and Deliverables to the extent required by the
Service Recipient (and the relevant terms of this agreement and the relevant Service
Order continue to apply to the performance of the Services and Deliverables in
accordance with this clause);

promptly assisting the Service Recipient to prepare a disengagement plan specifying the
key tasks to be performed by each party to enable the smooth and orderly end or
transition of the provision of the Services and Deliverables and the timeframes for the
performance of such tasks;

actioning the disengagement plan within the required timeframes;

delivering to the Service Recipient any documentation or other materials relating to the
Services and Deliverables as they exist as at the date of termination;

answering questions and providing information relevant to the Services and Deliverables
as requested by the Service Recipient;

providing reasonable assistance for the Service Recipient to acquire rights to access and
use facilities, equipment, documentation and other resources used by the Service
Provider to provide the Services and Deliverables;

arranging or procuring the secondment of suitably qualified Personnel as may be
reasonably required by the Service Recipient;

transferring, relocating or disposing of tangible property owned by the Service Recipient
from the Service Provider's sites to locations designated by the Service Recipient;

returning to the Service Recipient intellectual property and other intangible property of the
Service Recipient;

providing training reasonably required by the Service Recipient; and

providing any additional Disengagement Services specified in the relevant Service Order.

Charges: If the Service Provider is required to provide disengagement services, the Service
Recipient shall pay a fee for such services, which will be such amount as agreed in the relevant
Service Order or, where such fee has not been agreed, the Service Provider may charge a
reasonable fee for the performance of the disengagement services, consistent with the Rates Card.
The Service Provider must do all things reasonably practical to minimise any such fee.

Other rights and remedies: Nothing in this clause 4 limits the Service Provider's or the Service
Recipient's rights to recover damages from the other party under this agreement or to pursue any
additional or alternative remedies provided by law.
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APPENDIX 1 — SERVICE ORDER TEMPLATE

SERVICE ORDER - [SUBJECT NAME]

This Service Order is issued under the transfer agreement between Waikato Waters Limited ("Waikato Waters") and
[insert Council] (Council) dated [insert date] ("Transfer Agreement").

By signing this Service Order, the parties agree to comply with the terms as set out in this Service Order and the terms of
the Transfer Agreement apply to this Service Order, except as amended expressly in this Service Order.

Defined terms used in this Service Order have the meanings given to them in the Transfer Agreement, unless they are
defined differently in this Service Order.

Background

Service Order number [Insert]

Scope of Services [Insert a short description of this Service Order]

Commencement [Insert commencement date of this Service Order]

Service Recipient [Insert relevant party]

Service Provider [Insert relevant party]

Term and Services

Topic Details

Term of Service Order This Service Order will remain in effect for [select one [the duration of the Interface and
Services Agreement] or [insert term]], unless terminated earlier by agreement or in accordance
with the terms of the Transfer Agreement

Services description/service Refer to Attachment 1 of Schedule 4 - Services description/level of service
levels/roles and responsibilities

Key Personnel Name Role

Service Recipient

Service Provider

Pricing and Payment
[Insert] OR

[Refer to Attachment 2 — Pricing Terms] OR

[Not applicable]
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Due date for payment

[Insert]
[As per the Transfer Agreement, unless the Pricing Terms included in Attachment 2 to this Service Order provide otherwise] OR

[Not applicable]

Attachments

Attachments

Attachment 1 - Services description/level of service
Attachment 2 - Pricing terms
[Insert any other attachments]

SIGNED by Waikato Waters Limited

Signature of authorised signatory

Name of authorised signatory

SIGNED by [Council]

Signature of authorised signatory

Name of authorised signatory




ATTACHMENT 1 TO SERVICE ORDER
Detailed Services descriptions and Service levels

[This will include details of the Services to be provided, for example, Services descriptions (and any exclusions), responsibility of the
parties, timeframes for delivery of Services, objectives, priorities, performance targets and measures, monitoring and compliance, key
contacts, information sharing, meeting schedules, risks].
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ATTACHMENT 2 TO SERVICE ORDER
Pricing terms

[This will include the Fee for the provision of Services by the Service Provider]
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APPENDIX 2 — RATES CARD AND SERVICES CATALOGUE

[Placeholder for parties to agree a rates card that will apply for services being provided by the council or
Company in respect of the Ad Hoc Services.

The parties could also specify the types of services which may be provided by one party from time to time.]
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SCHEDULE 5

GENERAL TERMS AND CONDITIONS

PURPOSE OF SCHEDULE 5: The general terms and conditions that apply to all parts of this agreement are
set out under this Schedule 5.

1.

1.1

2.1

22

23

3.1

3.2

3.3

TERM

Term: This agreement commences on the Commencement Date and continues until terminated in
accordance with clause 12 of this Schedule 5.

INFORMATION SHARING, CONFIDENTIALITY AND CO-OPERATION

Information sharing: The parties agree that, in respect of information shared between the parties
under this agreement:

(a) subject at all times to a party's obligations at law, both parties will use all reasonable
endeavours to share information with each other where that information assists a party to
carry out its statutory functions, powers and duties;

(b) where information is shared, the party receiving the information will adhere to any
conditions imposed by the other concerning the release and storage of that information;

(c) the parties will act in good faith and in accordance with the Relationship Principles when
a party reasonably makes a request for information to be shared; and

(d) where information is in the public domain (other than as a result of an unpermitted act or
omission of a party that obtained that information), then any conditions imposed in
relation to the release and storage of that information, no longer apply.

Managing issues: Any concern or dispute in relation to a party not sharing information, conditions
imposed in relation to the storage or use of that information or the use by a party of information that
has been shared, will be referred to the Interface Governance Group and if not resolved will be
dealt with under the dispute resolution process at clause 10 of this Schedule 5.

Confidentiality: Each party shall:

(a) use its reasonable endeavours to identify Confidential Information relating to that party at
the time it is supplied to the other party; and

(b) deal with all Confidential Information in accordance with clause 11 of this Schedule 5.
REVIEW OF AGREEMENT

Periodic review: Subject to clause 42 below, this agreement must be reviewed at intervals of not
more than 5 years.

First review: The parties have agreed that the first review must occur within 5 years of the date of
this incorporation of the Company so that any learnings from that initial period are captured. As
part of the first review the parties will agree the subsequent period of review, and if this is not
agreed then the subsequent review will be 5 years after the initial review.

Content of review: A review of this agreement may include a review of:
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4.1

4.2

4.3

(a) the Relationship Principles;

(b) whether the provisions of this agreement and any Service Orders are being complied with
and are functioning adequately from a practical perspective;

(c) the roles and responsibilities of each party set out in the Service Orders to ensure that
the objectives of this agreement are being met and that the statutory functions, powers
and duties of each party are not being unduly impacted;

(d) whether additional or amended Services and Deliverables are required under any Service
Order; and
(e) residual issues from the Compliance Reports and any actions from the Interface

Governance Group.
HEALTH AND SAFETY

Avoidance of accidents: In performing its obligations under this agreement, the Service Provider
must provide all Services and Deliverables with the health and safety of the Service Provider's
Personnel and the Service Recipient's Personnel in mind, and take all necessary steps to ensure
that its performance of this agreement will not cause physical injury or damage to:

(a) the Service Provider's Personnel, the Service Recipient's Personnel or their respective
property; and

(b) the Service Recipient's clients and their property.
Health and Safety: Without limiting any other obligations under this agreement:
(a) the Service Provider must:

(b) consult, cooperate and coordinate with the Service Recipient to the extent reasonably
required by the Service Recipient to ensure that the Service Recipient and the Service
Provider will each comply with their respective obligations under the Health and Safety at
Work Act 2015 as they relate to this agreement;

(c) perform its, and ensure that its Personnel perform their, obligations under this agreement
in compliance with its and their obligations under the Health and Safety at Work Act 2015;

(d) comply with all reasonable directions of the Service Recipient relating to health, safety
and security; and

(e) report any health and safety incident, injury or near miss, or any notice issued under the
Health and Safety at Work Act 2015, to the Service Recipient to the extent that it relates
to, or affects, this agreement.

Requirement to consult, co-operate and co-ordinate: The Service Recipient must, so far as is
reasonably practicable, consult, co-operate with, and co-ordinate activities with the Service
Provider to the extent required by the Service Recipient to ensure that the Service Recipient and
the Service Provider will each comply with their respective obligations under the Health and Safety
at Work Act 2015 as they relate to this agreement.
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5.1

6.1

INTELLECTUAL PROPERTY

Pre-Existing Intellectual Property

()
(b)

All Pre-Existing Intellectual Property remains the property of the original owner.
In relation to any Service:

(i) the Service Provider grants or agrees to procure the grant to the Service
Recipient of a royalty free, unrestricted, perpetual, non-exclusive, transferable,
sub-licensable, irrevocable licence to enable the Service Recipient to make use
of the Services and Deliverables including to adapt, update or amend any
works; and

(i) the Service Recipient grants to the Service Provider a royalty free, unrestricted,
perpetual, non-exclusive, transferable, sub-licensable, irrevocable licence to
use and copy the Service Recipient’s Intellectual Property Rights to the extent
required to enable the performance of the Services or Deliverables.

New Intellectual Property

(@)

Unless otherwise agreed, any New Intellectual Property created as a result of, or in
connection with, the provision of the Services and Deliverables shall be owned by the
Service Recipient on creation, and the Service Provider shall perform all necessary acts
to vest such New Intellectual Property in the Service Recipient.

Where ownership in New Intellectual Property cannot be vested or the parties agree
otherwise, the Service Provider grants or agrees to procure the grant to the Service
Recipient of a royalty free, unrestricted, perpetual, non-exclusive, transferable, sub-
licensable, irrevocable licence to enable the Service Recipient to make use of the New
Intellectual Property Right.

The Service Provider is not liable for the use of the New Intellectual Property or Pre-
existing Intellectual Property other than to the extent reasonably required for the intended
purpose relating to the Services and Deliverables.

Either party may use any generic ideas, know-how, concepts and techniques developed
under this agreement or a Service Order or learnt from the other party provided that such
use does not infringe the other party’s (or its supplier's) copyrights, trademarks, patents
or other Intellectual Property Rights and is not in breach of clause 2 of this Schedule 5.

Each party indemnifies the other party ("Indemnified Party") against all actions,
proceedings, losses, liabilities, damages, claims, demands, costs and expenses
(including all legal costs and expenses on a solicitor and own client basis) suffered or
incurred by the Indemnified Party arising out of or in connection with any claim relating to
the use of that party’s Intellectual Property in accordance with this agreement or a
Service Order infringes the Intellectual Property Rights of a third party.

INSURANCE

Insurances Any insurances required to be affected and maintained in relation to the Services and
Deliverables, will be set out in a specific Service Order and subject to the terms of that Service

Order.
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7.2

7.3

74

8.1

8.2

9.1

FORCE MAJUERE EVENT

Events of Force Majeure: If any party is delayed in or prevented from carrying out any of its
obligations or Services and Deliverables under this agreement or any Service Order (other than a
payment of money) due to any circumstances beyond its reasonable control, including:

(a) changes to legislation;
(b) interference by a third party; or
(c) natural disaster,

( Force Majeure Event") the party affected is to be excused from performance of those obligations
or Services and Deliverables for as long as and to the extent that the prevention or delay lasts.

Notice to the other party: The party seeking to rely on a Force Majeure Event to excuse its non-
performance is to give written notice to the other party of the circumstances and the way in which
and the extent to which its obligations are prevented or impeded by the event within 10 Business
Days of it first becoming aware of that event.

Mitigation and co-operation: Following notice of a Force Majeure Event, the parties are to:

(a) take all reasonably practicable steps to limit the effects of the Force Majeure Event on the
performance of the Services and Deliverables under this agreement and any Service
Order;

(b) work together to determine how the Services and Deliverables may safely continue to be

provided during the Force Majeure Event; and

(c) continue to carry out all obligations under this agreement and any Service Order to the
extent possible despite the Force Majeure Event.

N liability A party is not liable for failure to perform or for delay in performance of any obligations
or Services and Deliverables under this agreement or any Service Order where it is prevented from
performance during the Force Majeure Event.

RECORDS

Records: Both parties must keep and maintain full records and documentation in relation to this
agreement and any Service Orders in accordance with the Public Records Act 2005, the Local
Government Official Information and Meetings Act 1987, the Building Act 2004, the Local
Government Act 2002, the LG(WS) Act and any applicable standards or policies.

Period: Both parties must comply with clause 8.1 of this Schedule 5 during the term of this
agreement and for 7 years after this agreement ends.

CONFLICTS

Conflicts of interest: Both parties shall use best endeavours to ensure that conflicts of interest do
not arise during the Term. If a party thinks that a conflict of interest may arise or has arisen, it shall
notify the other party immediately in writing of this conflict and the structures and practices it has
put in place to:

(a) ensure that the conflict is avoided in practice; or
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10.1

10.2

10.3

(b) if avoidance is not practicable, ensure that the effects of the conflict are minimised.

Honesty and integrity: The Service Provider must maintain a high standard of honesty and
integrity at all in times in the performance of this agreement and must not enter into any agreement
or arrangement that will, or is likely to:

(a) prejudice the Service Provider's ability to meet its obligations under this agreement; or
(b) create a conflict of interest for the Service Provider.
Resolve conflict: Without limiting clause 9.1 of this Schedule 5, the Service Provider must:

(a) immediately notify the Service Recipient in writing if the Service Provider is, or is likely to
be, conflicted in the performance of its obligations under this agreement; and

(b) take all actions reasonably required by Service Recipient to resolve any such conflict.

Managing conflicts: If the Service Provider does not take the actions required by the Service
Recipient under clause 9.2(b) of this Schedule 5, or the Service Recipient considers that it cannot
satisfactorily manage the conflict of interest, the Service Recipient, at its sole election, may
terminate the relevant Service Order or, if applicable, this agreement, immediately upon written
notice to the Service Provider.

DISPUTE RESOLUTION

Notice in writing: If a party claims that a dispute has arisen, that party must give written notice to
the other parties. The written notice must specify the nature of the dispute.

Negotiation

(a) On receipt of a notice delivered in accordance with clause 10.1 of this Schedule 5 and
before any party may refer a dispute to mediation, the Representatives must, in good
faith and acting reasonably, do their best to resolve the dispute quickly and efficiently
through negotiation.

(b) If any Representative considers that the dispute is not being resolved in a timely manner,
such Representative may serve written notice on the other parties' Representatives to
escalate the dispute to the Chief Executives or equivalent (where the Representatives are
not the Chief Executive or equivalent) of the applicable parties for resolution.

(c) If the dispute has not been resolved within 20 Business Days (or within such other period
as agreed by the parties) of the date of the notice referred to in clause 10.2 of this
Schedule 5, any party may submit the dispute to mediation.

Mediation
(a) If the parties do not resolve the dispute by negotiation, the parties must, in good faith and
acting reasonably, do their best to resolve the dispute by participating in mediation with

an independent mediator.

(b) If the parties do not agree on a mediator, then the mediator will be appointed by the New
Zealand Dispute Resolution Centre.
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The parties must mediate the dispute in accordance with principles agreed between them
or, if no agreement can be reached, the New Zealand Dispute Resolution Centre
Mediation Rules.

Unless the parties agree otherwise, the mediator's fee and any other costs of the
mediation itself (such as for venue hire or refreshments) will be shared equally between
the parties, but the parties will each pay their own costs of preparing for and participating
in the mediation (such as for travel and legal representation).

Arbitration

(@)

()

If the dispute has not been resolved within 40 Business Days (or within such other period
as agreed by the parties) of the dispute being referred to mediation, any party (the
Initiating Party") may refer such dispute to binding arbitration by issuing a written notice
( Arbitration Notice") to the other Party or Parties (together with the Initiating Party, the
Disputing Parties") for final resolution in accordance with the provisions of this clause
10.4 of this Schedule 5 and in accordance with the provisions of the Rules of Arbitration
of the New Zealand Dispute Resolution Centre, as amended or modified from time to time
( NZDRC Rules").

The arbitral panel shall consist of one arbitrator. The arbitrator will be appointed by the
agreement of the Disputing Parties or, failing agreement within 10 Business Days of the

date of the Arbitration Notice, in accordance with the NZDRC Rules.

The seat of arbitration shall be as set out in Schedule 1 and the arbitration shall be
conducted in the English language.

The award of the arbitration shall be in writing and must include reasons for the decision.
The award of the arbitration shall be final and binding on the parties. No party may
appeal to the High Court under Clause 5 of the Second Schedule of the Arbitration Act

1996 on any question of law arising out of an award.

The award shall allocate or apportion the costs of the arbitration as the arbitrator deems
fair.

Neither the existence of any dispute nor the fact that any arbitration is pending hereunder
shall relieve any of the Parties of their respective obligations under this agreement.

The parties must do whatever is reasonably necessary to put into effect any negotiated or
mediated agreement, arbitral award or other resolution.

During a dispute, each party must continue to perform its obligations under this
agreement.

This clause does not restrict or limit the right of a party to obtain interlocutory relief.

CONFIDENTIAL INFORMATION AND PUBLIC ANNOUNCEMENTS

Confidentiality: Each party must keep confidential the Confidential Information, and must not
disclose or permit the disclosure of such Confidential Information to any other person. If a party
becomes aware of a breach of this obligation, that party willimmediately notify the other parties.

Further permitted use and disclosure: This agreement does not prohibit the disclosure of
Confidential Information by a party in the following circumstances:
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(a) the other parties have consented to the disclosure of the relevant Confidential

Information;
(b) the disclosure is specifically contemplated and permitted by this agreement;
(c) the disclosure of Confidential Information is to a shareholder of a party, an elected official

of such shareholder, a regulatory authority (including to The Water Services Authority —
Taumata Arowai) or the Department of Internal Affairs;

(d) the disclosure of Confidential Information is to an employee, subcontractor, agent or
representative who needs it for the purposes of this agreement;

(e) the disclosure is to a professional adviser in order for it to provide advice in relation to
matters arising under or in connection with this agreement;

)] the disclosure is required by a court or governmental or administrative authority; or
(9) the disclosure is required in accordance with clause 11.4 of this Schedule 5; or
(h) the disclosure is otherwise required by law.

Consultation: To the extent disclosure is required to be made in accordance with sub-clauses
11.2(f) to 11.2(h), the disclosing party must, as far as reasonably possible, consult with the other
parties as to the content of such disclosure and only disclose such information as is reasonably.

Public announcements and media releases: Each party agrees that it will not make any public
announcements or issue media releases in connection with, or on behalf of, the other parties or the
Company in relation to the Company or Water Services, except with the written consent of the
other parties. Nothing in this provision shall prohibit or restrict a party from making a public
announcements or media releases in connection with the party's own involvement with, or policies
in relation to, the Company.

Official Information Act 1982 and Local Government Official Information and Meetings Act
1987: The parties acknowledge that the use or disclosure of information relating to the other party
may be required by law (including under the Official Information Act 1982 and the Local
Government Official Information and Meetings Act 1987), Ministers or through parliamentary
convention so that a party may be obliged to disclose Confidential Information or other information
of the other party.

TERMINATION

Termination: This agreement may only be terminated by mutual agreement between the parties,
subject to the parties complying with any applicable obligations under the Shareholders’
Agreement, the LG(WS) Act and / or the LGPA Act.

Effect of termination

(a) Any termination of this agreement or any Service Order is without prejudice to and will not
affect any rights, powers, remedies or obligations of a party that have and before
termination or expiry, or limit either party's rights to recover damages from the other party
under this agreement or pursue any additional or alternative remedies provided by law.

(b) Each Service Order entered into prior to the expiry of this agreement will remain in full
force and effect in accordance with its provisions, and the provisions of this agreement
will continue to apply in respect of each such Service Order until the expiry date of such
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Service Order, unless such Service Order is terminated earlier in accordance with the
terms of the relevant Service Order or by mutual agreement between the parties.

Other consequences of termination of Service Order: On termination or expiry of one or more
Service Order:

(@)

(b)

the Service Provider must refund to the Service Recipient all amounts paid by the Service
Recipient for Services or Deliverables not provided;

the Service Provider shall return to the Service Recipient all of the Service Recipient's
property;

where one or more Service Order are terminated or expire, the Service Provider shall, on
receipt of a written request from the Service Recipient and at the Service Recipient's
option, return, destroy, and/or permanently delete from any media in or on which
Confidential Information is stored, all Confidential Information in the possession or control
of the Service Provider or any Personnel relating to those Service Orders; and

the Service Provider will provide any Disengagement Services as set out in the relevant
Service Orders and in accordance with clause 4 of this Schedule 5. Where this applies,
the term of this agreement and the relevant Service Orders shall be extended to such
time as the Service Provider completes performance of the Services, Deliverables and
obligations.

Partial termination

(@)

Either party may, to the extent practicable, instead of termination of this agreement in full,
terminate any affected Service, Deliverable or Service Order in whole or in part. From
the relevant termination date, no Charges are payable for the terminated Services,
Deliverables or Service Order (as applicable).

Without limiting any other rights or remedies that either party may have, if at any time a
party that has exercised its rights to terminate under clause 12.3(a) of this Schedule 5,
considers that any aspect of the partial termination is not proceeding to its satisfaction, it
may by notice to the other party to convert the partial termination to a full termination.

If a party terminates this agreement without terminating all of the then current Service
Orders, then the provisions of this agreement that are necessary for the performance or
enforcement of those Service Orders shall survive as necessary to perform or enforce
those Service Orders.

NOTICES

Giving notices: Any notice or communication given to a party under this agreement is only given
if it is in writing and sent in one of the following ways:

(@)

(b)

Delivered or posted to that party at its address and marked for the attention of the
relevant department or officer (if any) set out in Schedule 1.

Emailed to that party at its email address and marked for the attention of the
representative set out in Schedule 1.
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Change of details: If a party gives the other party three Business Days' notice of a change of its
postal address or email address, any notice or communication is only given by that other party if it
is delivered, posted or emailed to the latest postal address or email address.

Time notice is given: Any notice or communication is to be treated as given at the following time:

(a) If it is delivered, when it is left at the relevant address.
(b) If it is sent by post, five Business Days after it is posted.
(c) If it is sent by email, when it is received in readable form addressed in the manner

specified above.

However, if any notice or communication is given, on a day that is not a Business Day or after 5pm
on a Business Day, in the place of the party to whom it is sent it is to be treated as having been
given at the beginning of the next Business Day.

GENERAL

Consequential loss: No party will be liable to any other party for any loss of profits, loss of saving,
loss of goodwill or any consequential, indirect or special loss or damages arising directly or
indirectly from any breach of this agreement or from any negligence or other act or omission.

No partnership, joint venture: Nothing in this agreement shall create or evidence any partnership,
joint venture, agency, trust or employer/employee relationship between any of the parties, and a
party may not make, or allow to be made, any representation that any such relationship exists
between any of the parties. A party shall not have authority to act for, or to incur any obligation on
behalf of, any other party, except as expressly provided for in this agreement.

No privity: Other than as expressly provided for in this agreement, this agreement is not intended
to confer a benefit on any person or class of persons who is not a party to it.

Counterparts: This agreement is deemed to be signed by a party if that party has signed or
attached that party's signatures to any of the following formats of this agreement:

(a) an original; or
(b) a photocopy; or
(c) an electronic copy;

and if every party has signed or attached that party's signatures to any such format and delivered it
in any such format to the other parties, the executed formats shall together constitute a binding
agreement between the parties.

Entire agreement: This agreement contains everything the parties have agreed in relation to the
subject matter it deals with. No party can rely on an earlier written agreement or anything said or
done by or on behalf of another party before this agreement was executed.

Severance: If any provision of this agreement is, or becomes unenforceable, illegal or invalid for
any reason it shall be deemed to be severed from this agreement without affecting the validity of
the remainder of this agreement and shall not affect the enforceability, legality, validity or
application of any other provision of this agreement.
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14.14

Further assurance: Each party shall make all applications, execute all documents and do or
procure all other acts and things reasonably required to implement and to carry out its obligations
under, and the intention of, this agreement.

Variation: No variation of this agreement will be of any force or effect unless it is in writing and
signed by the parties to this agreement.

Assignments and transfer: A party must not assign or transfer any of its rights or obligations
under this agreement without the prior written consent of each of the other parties.

Costs: Except as otherwise set out in this agreement, each party must pay its own costs and
expenses, including legal costs and expenses, in relation to preparing, negotiating, executing and
completing this agreement and any document related to this agreement.

No merger: The provisions of this agreement and anything done under, or in connection with this
agreement shall not operate as a merger of any of the rights, powers or remedies of either party
under or in connection with this agreement or at law, and those rights, powers and remedies shall
survive and continue in full force and effect to the extent that they are unfulfilled.

Survival: Following termination of this agreement, the provisions of clauses 2 of Schedule 5
(Information Sharing, Confidentiality and Co-operation), 10 of Schedule 5 (Dispute Process), 12 of
Schedule 5 (Termination), 4 of Schedule 4 (Disengagement Services), 5 of Schedule 5 (Intellectual
Property), 6 of Schedule 5 (Insurance), 7 of Schedule 5 (Force Majeure) and 14 of Schedule 5
(General), together with any provisions that by their nature are intended to survive, will remain in
full force and effect.

Waivers

(a) A waiver of any right, power or remedy under this agreement must be in writing signed by
the party granting it. A waiver only affects the particular right, obligation or breach for
which it is given. It is not an implied waiver of any other right, obligation or breach or an
implied waiver of that right, obligation or breach on any other occasion.

(b) The fact that a party fails to do, or delays in doing, something the party is entitled to do
under this agreement does not amount to a waiver.

Governing law: This agreement is governed by the laws of New Zealand and the parties submit to
the non-exclusive jurisdiction of the courts of New Zealand in respect of any proceedings arising
out of or relating to this agreement.
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SCHEDULE 6

INTERPRETATION AND DEFINITIONS

INTERPRETATION AND DEFINITIONS

Terms in capitals on this agreement which are not defined, have the same meaning as set out in
the Shareholders’ Agreement.

Definitions: In this agreement, unless the context otherwise requires:

Accounting Treatment" has the meaning given to that term in clause 8.2(b)(iii)(aa) of Schedule 2.
Accruals" has the meaning given to that term in clause 8.1(d)(i) of Schedule 2.

Accrued Employee Benefits" means all wages, salary, annual leave, long service leave,
incentive payments and other employee related benefits and entitlements (but excluding sick leave
entitlements) accrued to and unpaid at the Completion Date in respect of the Employees, including
any redundancy compensation, severance payments or other amounts payable to the Employees

which are referable to their employment with the Council or the termination of that employment.

Accrued Employee Benefits Amount" has the meaning given to that term in clause 8.1(a) of
Schedule 2.

Additional Item" has the meaning given to that term in clause 6.5 of Schedule 2.

Advance Revenue" has the meaning given to that term in clause 8.1(c) of Schedule 2.
Agreement Details" means the details set out in Schedule 1 of this agreement.

Agreed Transfer Date" has the meaning given to it in the Shareholders’ Agreement.
Apportionable Outgoings" means the amounts payable by the Council in relation to:

(a) the Assumed Contracts; and

(b) agreements with the Contractors.

Apportionment Statement" has the meaning given to that term in clause 8.1 of Schedule 2.
Arbitration Notice" has the meaning given to that term in clause 10.4(a) of Schedule 5.

Assets" means the assets owned by the Council directly and primarily relating to the provision of
Water Services and includes those assets set out in Appendix 1 of Schedule 2, but excluding those
assets set out in Appendix 2 of Schedule 2.

Assumed Contracts" means the agreements described in Appendix 1 of Schedule 2.
Benefits" has the meaning given to that term in clause 9.1(a) of Schedule 2.

Best Industry Practice” means that degree of skill, diligence, prudence and foresight which
would reasonably and ordinarily be expected from a skilled, reasonable and experienced operator
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in the information technology industry in the same or similar circumstances, with reference to best
international standards and practices.

Board" means Directors who number not less than the required quorum, acting together as a
board of Directors.

Business" means the Water Services carried on by the Council at Completion using the Assets,
Employees, Contractors and Assumed Contracts.

Business Day" means any day other than a Saturday, Sunday or statutory public holiday in the
Service Area set out in Schedule 1.

Calculation Time" means 5pm on the last Business Day before the Completion Date, or any other
time and date that the Council and the Company agree in writing.

Charges" means any amounts payable by the Service Recipient to the Service Provider in respect
of Services and Deliverables, and otherwise for the performance by the Service Provider of its
obligations under this agreement, in each case including as specified in the relevant Service Order.

Claim" includes a claim, notice, demand, action, proceeding, litigation, investigation, judgment or
Liability however arising, whether present, unascertained, immediate, future or contingent, whether
based in contract, tort, statute or otherwise and whether involving a third party or a party to this
agreement.

Commencement Date" means the date this agreement commences, as set out in the Agreement
Details.

Company" means Waikato Waters Limited.

Completion" means completion of the transfer of the Assets in accordance with clause 7 of
Schedule 2.

Completion Date" means the date specified in Schedule 1, with this intended to be the Agreed
Transfer Date as defined in the Shareholders’ Agreement.

Compliance Report" has the meaning given to that term in clause 4.5 of Schedule 3.
Confidential Information" means any commercially sensitive provisions of this agreement and all
other information of a confidential nature (which, where the confidentiality of the information is not

expressly stated, shall be determined by the recipient, acting reasonably) obtained by one party

from the other party under or in connection with this agreement.

Constitution" means the constitution of the Company (including the Schedules) and all
amendments to it from time to time.

Contractors" means those people identified by the Council under clause 5.1 of Schedule 2, who
are offered and accept a new independent contractor agreement under clause 5.2 of Schedule 2.

Counterparty consents" has the meaning given to that term in clause 6.4(b) of Schedule 2.
Council Debt Notice" has the meaning given to that term in clause 6.1(f) of Schedule 2.

Council Water Infrastructure Debt" means the aggregate of the debt owed by the Council which
was incurred in relation to the infrastructure and related assets/matters which are being transferred
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to the Company in accordance with this agreement, the value of which is determined in accordance
with Schedule 2A.

Deliverables" means any or the relevant deliverable to be provided by the Service Provider to the
Service Recipient under any or the relevant Service Order, or any other thing to be provided,
created or developed by the Service Provider to meet the Service Recipient's requirements in

accordance with this agreement, including any documentation.

Director" means a person appointed as a director of the Company in accordance with the
Constitution.

Dispute Notice" has the meaning given to that term in clause 8.2(b) of Schedule 2.
Disputing Parties" has the meaning given to that term in clause 10.4(a) of Schedule 5.

Employees" means those employees identified by the Council under clause 5.1 of Schedule 2
and who are offered a new employment agreement under clause 5.3 or clause 5.40f Schedule 2.

Encumbrance" means:

(a) a mortgage, debenture, charge, lien, pledge, hypothecation, security interest (as that term
is defined in the Personal Property Securities Act 1999), title retention, preferential right
or other similar instrument, device or power; or

(b) an interest by way of security for the payment of a debt or any monetary obligation,

and includes any agreement or arrangement to grant or create any of the above.

Establishment Strategy” means the agreed strategy informing the transition of a water services
business into the Company as set out in the Shareholders’ Agreement.

Excluded Matters" means the excluded assets, excluded obligations and excluded
responsibilities that are not transferred by the Council to the Company under this agreement, as set
out in Appendix 2 to Schedule 2.

Expert" has the meaning given to that term in clause 8.2(b) of Schedule 2.

Financial Year" has the meaning set out in the LG(WS) Act.

Force Majeure Event has the meaning given to that term in clause 7.1 of Schedule 5.

Indemnified Party" has the meaning given to that term in clause 5.4 of Schedule 5.

Initiating Party" has the meaning given to that term in clause 10.4(a) of Schedule 5.

Intellectual Property Rights" means all intellectual property rights and interests, including
copyright, trademarks, designs, patents and other proprietary rights, recognised or protected by

law.

Interface Governance Group" means the governance group established under this agreement in
accordance with clause 4 of Schedule 3.

Iwi and hapl Responsibilities" means the responsibilities arising in relation to existing
relationships and obligations (whether statutory, contractual or otherwise) with lwi and the Council's




Service Area that are transferred by the Council to the Company as set out in Appendix 1 of
Schedule 2, but excluding those responsibilities set out in Appendix 2 of Schedule 2.

LGA" means the Local Government Act 2002.
LGPA" means the Local Government (Water Services Preliminary Arrangements) Act 2024.

LG(WS) Act" means the [insert legislation name as enacted, which is to be titled the Local
Government (Water Services) Act 2024 under clause 1 of the Local Government (Water Services)
Bill 11.0].

Liability" means any loss, liability, obligation, overhead, debt, cost, expense or damage (in each
case whether known or unknown, actual, continent or prospective) of any kind and however arising,
including penalties, fines and interest, irrespective of when the acts, events or things which give
rise to the liability occurred.

Management Responsibilities" means the responsibilities for the management of the Water
Services that are transferred by the Council to the Company as set out in Appendix 1 of Schedule
2, but excluding those management responsibilities set out in Appendix 2 of Schedule 2.

Matters in Dispute" has the meaning given to that term in clause 8.2(b) of Schedule 2.

New Intellectual Property" means all Intellectual Property Rights, prepared or created in any
medium by the Service Provider (or persons on behalf of the Service Provider) in carrying out the
Services and Deliverables and provided to the Service Recipient under this agreement but not
including Pre-existing Intellectual Property.

NZDRC Rules" has the meaning given to that term in clause 10.4(a) of Schedule 5.

Obligations" means:

(a) any Liabilities in respect of the period after Completion which relate to the Employees and
Contractors who have accepted an Offer (provided that such Liabilities are assumed by
the Council under clause 2.2 of Schedule 2); and

(b) any Liabilities in respect of the period after Completion under the Assumed Contracts.

Offer" has the meaning given to that term in clause 5.2 of Schedule 2.

Operational Responsibilities" means the responsibilities for the operation of the Water Services
that are transferred by the Council to the Company as set out in Appendix 1 of Schedule 2, but
excluding those operational responsibilities set out in Appendix 2 of Schedule 2.

Outstanding Revenue" has the meaning given to that term in clause 8.1(b) of Schedule 2.

Personnel" means, in respect of a party, any employee, independent contractor, subcontractor,
agent or representative engaged by that party, who provides any part of a Service.

Post-Completion Transition Services" means the services that the Company engages the
council to provide from the Completion Date, as particularised in Schedule 3.

Pre-existing Intellectual Property means all Intellectual Property Rights owned by the Service
Provider or any third party and provided or used by the Service Provider in carrying out the
Services and Deliverables.
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Prepayments" has the meaning given to that term in clause 8.1(d)(ii) of Schedule 2.
Rates Card" means the rate card set out at Appendix 2 of Schedule 4.

Referral Notice" has the meaning given to that term in clause 8.2(b) of Schedule 2.
Relationship Principles" has the meaning given to that term in clause 1.1 of Schedule 3.
Relevant Contract" has the meaning given to that term in clause 9.1(a) of Schedule 2.
Representative" has the meaning given to that term in clause 4.2(a) of Schedule 3.

Responsibilities" means the Statutory Responsibilities, Management Responsibilities,
Operational Responsibilities, Resource Consent Responsibilities and Iwi and hapi Responsibilities.

Resource Consents Responsibilities" means the responsibilities for complying with the
resource consents, and for exercising the associated rights and functions, that are relevant to the
Water Services that are transferred by the Council to the Company as set out in Appendix 1 of
Schedule 2, but excluding those resource consent responsibilities set out in Appendix 2 of
Schedule 2.

Service Area" has the meaning set out in the LG(WS) Act.

Service Provider" means the party that is providing Services and Deliverables to the other party
in accordance with this agreement (including under a Service Order).

Service Recipient" means the party that is receiving Services and Deliverables from the other
party in accordance with this agreement (including under a Service Order).

Services" means:
(a) the services and deliverables described in this agreement and/or in any relevant Service
Order to be provided by either party, including any associated deliverable and as detailed

in the Agreement Details;

(b) all services reasonably incidental to, or required for the proper performance of, the
services described in sub-clause (a) above; and

(c) all other services agreed in writing by the parties from time to time.

Service Order" means the relevant document setting out the details of particular Services and
Deliverables to be provided by one party to the other, using the template form attached at Appendix
1 to Schedule 4 (Service Order Template), including any applicable appendix or attachment.

Settlement Amount” means the amount calculated in accordance with Schedule 2A.

Shared Interests" means the shared interests set out in Schedule 1, which are further described
under any Shared Interest Arrangement.

Shared Interest Arrangement" has the meaning given to that term in clause 2.2 of Schedule 3.
Shareholders’ Agreement" means the shareholders’ agreement entered into between the

Company and each of its shareholders and dated on or about the date of incorporation of the
Company.
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Shareholding Councils" means each of the councils that are party to the Shareholders’
Agreement.

Stage 1 Shares" has the same meaning as set out in the Shareholders’ Agreement.

Stage 2 Shares" has the same meaning as set out in the Shareholders’ Agreement.

Statutory Responsibilities" means the statutory responsibilities, functions, duties, and powers
concerning the provision of Water Services that are transferred by the Council to the Company, as
set out in Appendix 1 of Schedule 2, but excluding those statutory responsibilities set out in
Appendix 2 of Schedule 2.

Total Water Connections" has the meaning set out in the Shareholders’ Agreement.

Transferring Water Services" means the drinking water services and wastewater services the
Council is transferring Statutory Responsibility for to the Company under the terms of this
agreement,

Transaction" means the transaction recorded in this agreement.

Transitional Activity Costs" means any costs incurred by the Council in undertaking a transition
activity agreed by the Board and set out in Schedule 2A. "Valid Tax Invoice" has the meaning
given to that term in clause 3.7 of Schedule 4.

Warranties" means the warranties and undertakings in clause 12.1(a) of Schedule 2.

Water Charges" has the meaning given to that term in clause 3.1 of Schedule 3.

Water Services" has the meaning set out in the LG(WS) Act, which shall be the water services
transferred by the Shareholders to the Company in accordance with the Transfer Agreement
between each Shareholder and the Company.

Water Services Strategy" has the meaning set out in the LG(WS) Act.

Interpretation: In this agreement, unless the context otherwise requires:

(a) headings are for convenience only and do not affect interpretation;

(b) the singular includes the plural and vice versa, and a gender includes other genders;

(c) another grammatical form of a defined word or expression has a corresponding meaning;
(d) words in this agreement have the same meaning as in the Companies Act 1993 unless

inconsistent with the context;
(e) a reference to a party, person or entity includes:

(1) an individual, firm, company, trust, partnership, joint venture, association,
corporation, body corporate, estate, state, government or any agency thereof,
municipal or local authority and any other entity, whether incorporated or not (in
each case whether or not having a separate legal personality); and

(i) an employee, agent, successor, permitted assign, executor, administrator and
other representative of such party, person, entity;
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a reference to dollars or $ is to New Zealand currency and excludes every tax and duty;

a reference to a clause, schedule, appendix or attachment is to a clause, schedule,
appendix or attachment of this agreement;

a reference to a statute, ordinance, code or other law includes regulations and other
instruments under it and consolidations, amendments, re-enactments or replacements of
any of them;

references to the word 'include’ or 'including' are to be construed without limitation;

references to any form of law is to New Zealand law, including as amended or re-
enacted;

a reference to a document or instrument includes the document or instrument as novated,
altered, supplemented or replaced from time to time;

an obligation not to do something includes an obligation not to allow or cause that thing to
be done;

"written" and "in writing" include any means of reproducing words, figures or symbols in a
tangible and visible form;

any obligation falling due for performance on or by a day other than a Business Day shall
be performed on or by the Business Day immediately following that day; and

an obligation not to do something includes an obligation not to allow or cause that thing to
be done.
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Appendix 2 — Council resolution to adopt this plan
Recommendation

That the Council:

a. Receivesthereport "Approval of Water Services Delivery Plan"

b. Notes that, following consultation Council approved 'Waikato waters Done Well' as it's
proposed model for delivering water services, in accordance with the Local Government

(Water Services Preliminary Arrangements) Act 2024;

c. Adopts the Water Services Delivery Plan (WSDP) attached as Appendix 1 to this report (doc#)
pursuant to section 17 of the Local Government (Water Services Preliminary Arrangements)

Act 2024 (Act)

d. Authorises the Chief Executive to make non-material amendments to the WSDP prior to
submission to the Secretary of Internal Affairs in accordance with the Act

Council Resolution

Chief Executive, Susan Law introduced the report, with Planning and Performance Manager, Gary
Knighton presenting its contents and responding to questions from Councillors.

Noted:
At 11:38 AM Hans Nelis left the meeting.
At 11:39 AM Hans Nelis returned to the meeting.

CNCL2025-57 Moved / Second Cr Machen / Deputy Mayor Daine
That the Council:
a. Receives the report "Approval of Water Services Delivery Plan"

b. Notes that, following consultation Council approved 'Waikato waters Done Well' as it's
proposed model for delivering water services, in accordance with the Local Government

(Water Services Preliminary Arrangements) Act 2024;

c. Adopts the Water Services Delivery Plan (WSDP) attached as Appendix 1 to this report (doc#)
pursuant to section 17 of the Local Government (Water Services Preliminary Arrangements)

Act 2024 (Act)

Authorises the Chief Executive to make non-material amendments to the WSDP prior to
submission to the Secretary of Internal Affairs in accordance with the Act
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For: Mayor Gary Petley, Deputy Mayor Hamish Daine, Cr Thomas Lee, Cr Bill Machen, Cr Han
Nelis, Cr Maria Te Kanawa and Cr Josiah Teokotai Against: Cr Kerry Purdy and Cr Sandra
Wallace.

Council Resolution for South Waikato District Council to become a
shareholder of Waikato Waters Limited

Recommendation
That the Council:
a. RECEIVES the report of Waikato Waters Limited Incorporation Approval

b. NOTES that ‘Waikato Water Done Well’ was approved as Council’s future water services delivery
model for delivering drinking water and wastewater services, in accordance with the Local
Government (Water Services Preliminary Arrangements) Act 2024 (WWDW

Decision) on 25 June 2025;

c. NOTES that as part of implementing the WWDW Decision, Waikato Waters Limited is required to
be incorporated as a limited liability company, with Council being one of the shareholding councils

d. APPROVES:

i. the incorporation of Waikato Waters Limited with Council being one of the shareholders of
that company; and

ii. the Shareholders’ Agreement and Constitution for Waikato Waters Limited, as attached
respectively as appendices 1 and 2 to this Report (Incorporation

Documents)
e. DELEGATES authority to the Chief Executive on behalf of Council to:

i. approve non-material amendments to the Incorporation Documents prior to Waikato Waters
Limited being incorporated, and sign such documents, including the Incorporation
Documents, as required, to incorporate Waikato Waters Limited and confirm Council’s
shareholding status of that company.

ii. approve any amendments to the Incorporation Documents after Waikato Waters Limited’s
incorporation if necessary to reflect the final form of, and ensure compliance with, the Local
Government (Water Services) Act 2025 when enacted, and to sign / execute such documents
as required to give effect to such amendments;

f. NOTES that the Shareholders’ Agreement provides for the establishment of the Shareholders
Representative Forum (SRF) which has authority to make decisions on behalf of the applicable
shareholding councils in relation to Waikato Waters Limited, as set out in more detail in the
Incorporation Documents;
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g. APPOINTS:

i. the Mayor as Council’s representative to the SRF; and

ii. the Deputy Mayor as Council’s alternate representative on the SRF; and

h. DELEGATES to the Mayor, or in the Mayor’s absence, the Deputy Mayor, full authority to make

—
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decisions on behalf of Council at meetings of the SRF subject to such decisions being within scope
of, and in compliance with, the functions and authority of the SRF as set out in the Incorporation
Documents.
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Appendix 3

Independent advice Council received to prepare this
plan

Consultant BECA

Sub Consultants MartinJenkins and Mafic

Background

Local Government (Water services Preliminary Arrangement Bill) requires territorial authorities to
submit WSDPs within 12 months of the Bill’s enactment, the submission date is likely to be late August
2025. The plans are to provide detailed information on the current state of each council’s water service
delivery arrangements (water supply, wastewater and stormwater) and set out a strategy for how they
will achieve financial sustainability. The information on the current state has laid the foundation for
information disclosure as part of a future comprehensive economic regime.

Scope of Services
The scope of the independent assessment and advice is broken down as follows:

e Project management
e Collate existing viability and sustainability information into Water Services Delivery Plan

e Staff workshop to support council to identify changes required to investment and financial
model to support sustainability assessment

e Re-model 10 years to confirm meets sustainability requirements and updating template, using
council supplied updated Capex and Opex forecast data

e Analysis and advice on changes to the current water services model to meet ring fencing
requirements (including a conceptual design to meet the council’s preferred approach)

Identify advantages and disadvantages of proposed internal business unit

Provision of review and comment on council’s consultation material

Develop a high-level implementation plan, sufficient for the purposes of the Water Services
Delivery Plan

Document risks and key assumptions

Finalise Water Services Delivery Plan
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