WATERCARE SERVICES LIMITED

AGENDA

27/2/2014

-ubtiee Buliding, 545 Paraell Road, Parnell

Board meeting

Roon ;

Venue Hobson

Time

09 .00am

Open Public Meeting
Spokesperson

Action sought at
governance meeting

Supporting
Material

. Apologies Record Apologies
2. Minutes of Meeting Chair Approve Board Meeting Minutes 19D el;::‘::;e; 2013
19 December 2013 L3
3. Directors’ Corporate | Chair Corporate Planner 2014 Corporate Planner 1
SNCYCRRE s | '+ Review Disclosure of Interests | Disclosure of
' f +  Organisational Chart | Interests 2-3
| | Organisational 4
! | Chart
4. Chief Executive's M Ford Note the Chief Executive’s report | Chief Executive’s 1-45
Report | _; Key Performance Scorecard : Report
]' | Health and Safety |
| ;' Customer Services I'
| Infrastructure and Planning
.' : Operations
‘- ! Finance
i | Board Correspondence |
Execution of Documents
Working with Local Boards
Statutory Planning
Non Domestic Wastewater Tariff
Trade Waste Bylaw Review
Customer, Billing and Asset
Programme
Mandatory Non-Financial
[ Performance Measures
- z
5. LTP Process Update B Monk ,: Note paper i Paper 1-27
1 :
6. 2014/15 Annual Plan | B Monk |+ For approval f Paper 1-9
i !
7. 2014-24 Draft AMP B Monk .1 + Note paper and provide feedback i Paper 1-25
and 10 Year i
Financials |
8. Draft 2014/17 ' R Chenery For approval Paper 1-40
Statement of Intent |
9. IGC Pricing Policy } M Bridge Note paper and provide feecback Paper 1-17
10. Unaccounted For i D Worsnop Note paper Paper 155
Water Update ‘
11.Communications 1' J Redwood Note update and provide feedback Fact sheets 1-3
Strategy for CI / i
Waikato / Non IJ
Domestic Wastewater |
Tariff and Trade
Waste Bylaw
12.General Business Chair

Date of next Meeting - 1 May 2014

Location ~ Jubilee Building, 545 Parnell Road, Parnell
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MINUTES

SUBJECT

VENUE

DAYE

TiME

STATUS

WATERCARE SERVICES BOARD MEETING

Visitor Centre, Mangere Wastewater Treaiment Plant. istand Road, Mangere

19 December 2013
09:15

Open Session

Present:

W Allen

D Clarke (Chairman)
P Drummond

C Harland

J Hoare

S Huria

T Lanigan

In Attendance:

R Chenery

R Fisher

M Ford {Chief Executive)
R Jaduram

T Langridge

B Monk

T Munro

D Sellars

G Wood

D Worsnop

¢ Meliroy (Auckland Council)

Public in Attendance:

One

Apologies

» There were no apologies.

Minutes of Previous Neeting

a  The Board resolved that the Minute

09:00 be confirnted as comrecl,

Directors Carporate Governance ltems

«  Corporale Planner 2014

The Corporate Planner Tor 2014 was noted.

The programme for the meeling of 4 February is.

08:00 — 09:00
09:00 - 10:00
10:00 - 11:60
1+:00 - 11:30

Health and Safety Committee
Boardroom Practice
Audit and Risk Committee

Board mesling to be followed by a meeling of the Capilal Advisory Group.

¢ Organisational Charl

The Organisational Chart was noted.
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s of the public section of the Board meeting held on 21 November 2013 at :




Chlef Executive’s Report

Customer Sewvices
Trish Langridge advised that the Customer Service team had setlied into the Newmarket premises very wall,

She also advised that there had been some uplift in complaints, mainly over volumetric charging which is a
likely result of people using mare water on their garden over the last few dry months,

tnfrastruciure and Planning
Graham Wood advised that the third tranche of Special Housing Areas would be made known in the New

Year, the understanding is that the rates will be of a 'brownfields' naiure and unlikely to cause any great
difficuities to service.

Operations

David Worsnop advised that the increase from 125 MLD to 150 MLD from the Waikato River would be
achieved in late February 2014,

The Chief Executive said that the additional take will assist in meeting the additional demands of what is

axpected to be ancther dry summer, He reminded the Board of the additional costs associated with treating
water laken from the Waikato River. These additional costs will put some pressure on the budget,

Finance

Calherine Harland asked if a review of WUCAT was required. The Chief Executive said he would invite the
Uhairman of WUCA to come to a Board meeting in the New Year.

The Board noted the effectiveness in revenue recavery of the ability to apply restriclions to water supplies,

Trade Wasle Bylaw Review

The Chief Execiive advised that there is significant communication with customers underway on the new
tade waste bylaw. This is in the form of written material but alse face-to-face meetings by Marlon Bridge
wilh farge users. The Chief Executive said the process is going well and the delay of one year to
implementalion has proven most vaiuable.

Draft Annual Plan

Brian Monk advised that year-to-date performance will be reported to the Board at the February meeting.
Forward projections will also be tahled,

He said he and his team have been tonsidering the implications of growth, tegacy plan charges and Special
Heusing Areas on the AMP.

The AMP is being reviewed and the numbers adjusted with the objective of carrying out an effective
programme of works while keeping increases in charges to as low as possible, :

The Chief Executive reminded the Board of the significan! reduction in the avelage price of water across

Auckland in year one, the modest increase in charges for year iwo and that in the current 201 3114 year both
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Customer, Billing and Asset Programme Presentation

e Trish Langridge spoke lo the Hoard on the need to replace the Hansen system which is signiﬁcarﬁ]y
outdated and hindering the company in iis provision of Customer Services. The system is also expensive to
sun, being a third more costly than SAP.

It is infended to complete an RFI for release by the end of January 2014 and then move fo an RFP process.

Tony Lanigan requested thal consideration be given to using a programme used successfully by other large
water companies rather than a 'bespoke’ system. The Chief Fxecutive agreed and said that was the
standard practice for Watercare.

Central and Northern Interceptor Presentation
«  Tim Munro spoke lo the presentation.

Craig Mcllroy, Auckland Councit Manager for Stormwater, said a lot of joint work was being undertaken by
Council Stormwater and Watercare. He said some separation of combined sewers was plannad which
would reduce stormwater flows to the Walercare network.

Final Trade Waste Charges 2012113

e The Board resolved that the finat trade wasle charges of 2012713 be confirmed as the same levei as the
provisional trade waste charges invoiced for 2012/13.

Auckland Gouncil Committee Terms of Reference

e The Board noted the Terms of Reference.

General Business

e There was no general busingss.

« The meeting closed at 10:45.

CERTIFIED AS A TRUE AND CORRECT RECORD

Chaiman
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Report to the Board of Watercare Services Limited

Subject: Disclosure of Interests
Date: 17 February 2014

Section 140 of the Companies Act 1993 requires disclosure of interests of a director 1o the Board.
Set out helow are the disclosures of interests received as at the date of this report.

[_Director

fnterest

David Clarke

- Trustce, South Auckland Foundation (Middlemore/CMDHI)
. — Director, Health Alliance Limiled

—  Chairman, Optima-Coqnor-ation Lid
—  Chairman, TRGG Ltd - Radiojogy Services
—  Chairman. NZ Institute of Rural Health

—~  Chairman, Skin Instituie

- Director, Hawkins Watts Lid

— Director, Cranleigh Merchani Bankers

- Director, FarmIQ Systems Litd

~  Director, Ngai Tahu Tourism Ltd

—  Director, Hynds Group Tad

— Director. Jucy Group Limited

Peter Drummond

_ Chairman, Appliance Connectien Lid

~  Chairman, Watercare Harbour Clean Up Trust
—  Chairman, Variety Medical Missions South Pacific |
— Chairman, Ngati Whatua o Orakei Whai Maia

. Chairman, Variety International Childrens Chanity
~ Direcior, NARTA New Zealand LAd

_  Director. NARTA International PTY Ltd

- Panel member , Fire Review, Dept Internal Affairs

Catherine Harland

- Director, Mcitar Invesimenls Lid
—  Director, Interface Pariners Ltd
- Trustee, One Tree Hill Jubilee Educational Trust

Susan Huria

—  Dircctor, Ngai Tahu Property

- Director, Northland Port Company Lid

_  Director and Shareholder, Huria Anders Lid

_ Director and Shareholder, Susan Huria (2003) Associates Ld

— Director and Shareholder, Te Ara Tika Propetties Lid

—  Director, Vermilion Design Lid

—  Director, Airways Corporation of New Zealand Lid

—  Chair, Veterinary Enterprises Group Limited

— Trusiee, First Foundation

-  Member, Maori Governance Centre, University of Waikato
Advisory Board

1
t

Tony Lanigan

—_ —
_ Direclor and Shareholder. A G Lanigan & Associates (2007) |
Limited r\

0

~  Shareholder, Fletcher Building

w O



— Director, Habitat for H umanity New Zealand Limited

— Director and Sharcholder, Lanigan Trustee Limited

~ Director and Shareholder, Lanison and Associates Limited
— Director and Chair, N7, Housing Foundation Limited

— Director, Tamaki Makaurau Community Housing Limited
—_ Director, NZ Transport Agency (NZTA)

Mike Allen — Director, Coats PLC

~ Director, Guinness Peat Group

~ Direclor, Godfrey Hirst Limited

— Shareholder, Innoflow

- Director, Tower Insurance

— Director, Tainui Group Holdings Limited
— _Director, Breakwater Consulting Limited

Julia Hoare — Director, AWF Group Limited
— Director, New Zealand Post Limited
— Director, A2 Corporation Limited

RECOMMENDATION

That the report be noted.

Report prepared by: Approved by:

N

R Fisher K M Ford \
General Counsel w Chief Exccutive
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Watercare Services Limited
Subject: Chief Executive Report ~ January 2014

Date: 17 February 2014

1. KEY PERFORMANCE SCORECARD

Environment Financial (MTD) (YTD} T

Water Treatment — graded plants Revenue o v

Metro v

Water treatment -- graded pants Net surpius / deficit after tax x! v

Rural v

Unaccounled for Water £ Total costs % @

Effluent quatity Labour costs %3 )

Metro plants v

Effluent quality

Rural plants

Dry Weather Overfiows v Asset Management (MTD) {YTD)

Prosecutions v Maintenance Expenditure v v
Capital Expenditure x* v

Community

Water Quality Gomplaints x5 Social (Rolling 12 months) (MTD) (Y1)
Attendance v v

Water Resources

Drought Security Standard v Customer Service (MTD} {(YTD})

Unrestricted Demang {Drought v Grade of Service v v

Management Plan)

} . . .
Net surplus after tax is unfavourable largely due to the movement in financial instruments revaluation.

2
The Statement of Intent 1arget related to unacceunted for water has reduced from 15% ta 14% for the 2013/14 year. A programme of work is
underway to address leakage and the unaccounted for water result is trending towards the target of 143,

E]
Labiour costs are unfavourable fargely due to the timing of annual leave taken.
! Capital expenditure is greater than budget lor the month largely due to the timing of spend.

5 . .
The Ianuary result for water quality complaints was 5.5 complaints against a target of less than 5 complaints per 1,000 customers per year,
The target was not met due to a high water turbidity event on 15 January.
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2.  HEALTH AND SAFETY
On a rolling 12 month basis:

o The lost-time injury frequency rate (LTIFR) was 1.29 against an SOl target of less
than or equal to 5 for 12 months.

o Sick leave was 2.13%.
o Voluntary staff turnover was 12.62%, just outside the SO! target of 10-12%.

e The injury severity rate was 9.68 for the month of lanuary against a target of less
than 30 for 12 months.

3,  CUSTOMER SERVICES

The Customer Services teams met all performance targets for Japuary. The telephone
grade of service target of 80% was met with 81% of calls answered within 20 seconds, The
monthly target for average handling time for customer phone calls was also achieved

The target response time for carrespondence was achieved (99.2%), however the target for
resolution of complaints was not achieved with 91% resolved within 10 working days,
against the target of 95%.

The trend in relation to the increasing number of complaints appears to relate to more
accurate reporting of complaint numbers rather than an overall increase in the number of
complaints. The newly established !ssues Management Team logs and resolves complaints
on behalf of Customer Services and other teams outside Customer Services and is
providing better tracking and transparency around complaints received. 1T is likely that
previously, many complaints were not logged as such and would not have been counted
towards the customer service complaint total.

Customer Services continues to be involved with attending scenario waorkshops in
preparation of the RFl process for the Customer Billing and Asset Programme. Preparation
has commenced for the March customer mail out to all non-domestic customers in relation
to the wastewater tariff changes. This mail out details the customer’s most economical
pricing plan and is likely to result in increased customer interactions throughout March.

A high level requirements document has been completed for the proposed improvements
to customer functionality in the online Customer Self Service tool. The next step will be
prioritising the elements and then seeking vendors to respond with their views on possible
system solutions, costs and timelines.

4. INFRASTRUCTURE AND PLANNING

Capital expenditure within the Infrastructure Team continued at a monthly rate of 520 million
exceeding the monthly target by 13%. This result reflects both the good weather conditions and

carefully planned construction activities during the hotiday period. As 3 result, Infrastructure

have improved year to date performance from 98% of budget last month to 100%. The monthly

2
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expenditure for the remainder of the financial year is expected to continue broadly in line with
budget and produce a year end position very close to 100% ($287 miflion).

During the month the construction of Hunua No.4 continued to plan with significant progress
on section 3 which will be handed over to Operations in April. In addition a third pipe laying
trew commenced section 6, the section through rack at Mangere Bridge. In total 8.5 km of pipe
is complete. The expansion of Waikato to I50MLD is virtually complete and will provide
additional capacity from March as planned. The coming months will see the completion of the
supply to Kumeu, Huapai and Riverhead and the extension of the Pukekohe main to Patumahoe
and Clarks Beach.

Infrastructure also has major construction activity in the wastewater sector. Digester no.8 at
Mangere has passed the water tightness test and will commence commissioning in April,
Puketutu tsland rehabilitation continues ahead of programme. infrastructure continues to liaise
with all the relevant Local Boards to ensure any disruption from construction is minimised and
residents and stakeholders are informed. One example of this is the ongoing construction on
tagoon Drive, Panmure which has been particularly difficult but acknowledged as weil
managed.

A series of Stage One Capex Approvals await approval of the price path and associated Asset
Management Plan by the Board. Several of these will need to be approved by the Capital
Projects Working Group in March to meet the required programme.

IGC revenue continues to increase in line with construction activity and the year-end budget
target will be achieved.

A Capital Expenditure Dashboard Report of alt capital expenditure projects over 52 million is
shown as Appendix C.

5. OPERATIONS

Rainfall for the month of January was below average across the Auckland region.

Metropolitan total system storage decreased in January from 82.5% to 76.2%. This is below the
average storage for the end of January {83.6%), but while tracking befow the budgeted normal
storage response, it is above the dry weather response.

The equatorial Pacific Ocean is currently in a neutral state (neither El Nifio nor La Nifia}, which is
expected to continue for the next three months {February-April), and throughout autumn and
early winter 2014, although there are signs that £l Nifio conditions may develop by mid-year.
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February-April temperatures are likely to be average or above average for all North Island
regions (including Auckland). Rainfall for the February-April period is likely to be normal or
above normal in the north of the North Istand (including Auckland), while soil moisture levels
and river flows are likely to be normal.

Storage Response - December 2012 to junc 2014
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Overall production from the water treatment plants was 4.5% below budget for the month, and
is 0.9% below budget YTD. The low demand for the month was due to an extended period of
low demand after the Christmas period. Transmission system losses for the month, adjusted for
planned discharges were 2.8% and are 2.4% YTD.
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6. FINANCE

Financial Performance

Full Yo

Eaevent Nt Year Lo Dang

Verual Huilper Vo Metond Bidger Ve barviast Mobger Vo

Figures (Smillions)
Revenue 39.65 40.29 (0.63)] 28043 271.03 9.40 479,96 467.41 12.55
Openating Lixpenses 15.65 1547 (0.18)) 11052 113.14 262 195.04 195 54 0.50
{Depreciation 17.18 16,79 (0.39)] 12013 116.97 (3.16)] 20391 199.68 (4.23)
Intcrest expense 6.20 6.35 015] 4089 4413 324 7346 75.12 1.66
‘Total Contribution 0.62 1.67 (L05)] 8.89 (3.21) 12,10 7.55 (2.93) 10,48
Financial instruments revaluation - loss/(gain) 10.37 - (10.37)] (28.54) - 2854 (28.59) - 28.54
Non-operating costs/(income) 0.87 - (0.87)] 7.67 - (7.67) 8.67 - (8.67)
Operating Surplus / (Deficit) Before Tax (10.62) L67  (1229)] 2976  (3.21) 3298 27.42 {293) 3035
Defemed Tax - Expense/(Credit) (4.43) 0.65 5.08 836  (0.70)  (9.06) 1.70 (0.82)  (8.52)
Net Surplus / (Deficit) Afler Tax (6.19) 1.02 2140 (2.52) 2392 19.72 (2.11) 2183
FFO Ratio 35 3.04 3.08 kX1
Opcraling EBITDA 24,00 24.8) 16991  157.89 12.02 28492 271.87 13.05
EBITDA (Includes Non-Operating) 12.76 2481 190.79 157890 3289 80 271.87 3292
EBIT (4.43) 8.02 70.65 4092 2973 100.88 72.19 28.69

Month - Total Contribution of $0.62m - unfavourable variance to budget of $1.05m

Total revenue was unfavourable $0.63m to budget. IGC revenue at $1.75m was favourable
$0.16m. Water and wastewater revenue was $2.39m unfavourable to budget with water
volumes 5.6% unfavourable to budget. Vested asset and contribution to PP&E income was
favourable $1.52m.

Operating expenses were $0.18m unfavourable to budget with unfavourable variances for net
labour, unplanned maintenance and professional services partially offset by favourable
variances for planned maintenance, energy and chemicals.

Depreciation was unfavourable to budget $0.39m due to higher than budgeted accelerated
depreciation.

Interest expense was $0.15m favourable to budget.

Year to date - Total Contribution of $8.89m - favourable variance of $12.10m

Year to date revenue was $9.40m favourable to budget primarily due to vested asset and
contribution to PP&E income favourable $10.22m and IGC revenue favourable $1.78m. Water
and wastewater revenue was $2.44m unfavourable to budget.

Operating expenses were $2.62m favourable to budget with favourable variances for planned
maintenance, chemicals, energy, professional services and general overheads partially offset by
unfavourable unplanned maintenance and other asset operating costs.
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Year to date — Net Surplus after Tax of $21.40m - favou

The favourable variance year to date of $23.92m was
favourable contribution plus a favourable revaluation of financial instruments of $28.54m due
to an increase in medium to long term swap rates since

disposals of fixed assets and an increase in deferred tax expense.

Full year Forecast — Operating Contribution of $7.

Full year revenue is forecast at $479.96m,

from Ports of Auckland. Water and wastewa
are being held at budgeted levels as we move into the hig

the impact of summer weather on water volumes.

Operating expenses are favourable to
professional services and general

maintenance, energy,

unfavourable variances for other asset operating costs.

Depreciation costs are forecast $4.23m higher at year end largel

accelerated depreciation.

Interest expensed through the P&L is expected

largely due to an increase in capitalised interest against budget.

Financial Position

rable variance of $23.92m

due to the $12.10m year to date

June 2013 partially offset by losses on

55m — favourable variance of $10.48m

favourable by $12.55m largely due to expected
higher than budgeted vested asset revenue and an unbudgeted subvention payment of $6.05m
ter revenue forecasts for the remainder of the year
h volume summer months and await

budget $0.50m with favourable variances for planned
overheads partially offset by

y due to shortfalls in budgeted

to be $1.66m lower than budget at year end

Acival Actual  Monihiy Bl A from
smilihon Dec- 1A Jun- 14 Movement  dun- 14 kgl
Non Current Assels 8.210.0 82178 1.2 8,403.2 (185.4)
Current Asscls 66.9 67.6 07 829 (15.4)
Total Assets 8.283.5 82854 2.0 8.4806.2 (200.8),
Other Liabilitics 1319 1439 12.0 219.6 (75.7)
Deferred Tax Liability 939.8 935.4 4.5) 058.3 (22.9)
Borrowings - Short Term 487.5 43879 04 488.8 0.9
Borrowings - Long Term 930.2 930.3 0.2 964.5 (34.2)
Sharcholders Funds 5.794.0 57878 (6.1) 58549 (67.0)
Total Liahilities and Shareholders Funds 8.283.5 8.285.4 20 8.486.2 (200.8)

The Statement of Financial Position as at 31 Janua
December 2013 with the significant movement in ot

financial derivatives.

Compared with the budget the material variances are in r
tax and shareholders funds all of which largely reflect the revaluation of property,
equipment as at 30 June 2013 being lower than was assumed for th

sheet as at 1 July 2013.

ry 2014 was broadly consistent with 31
her liabilities reflecting the movement in

espect of non-current assets, deferred
plant and
e budgeted opening balance



Receivables

Receivabies before provision for doubtful debts totailed $36.9m at Januvary month end
compared with $30.7m at the end of December. The Auckland Council component of total debt
was 50.55m, compared with $0.47m at December and disputed trade waste accounts at the
end of January totalled $1.23m compared with $1.15m at December month end. Total 60+ day
debt has increased by $137k during the month primarily due to the increase in disputed trade
waste accounts,

Total receivables — month-on-manth comparison

0-30 days 30-5¢ days 80 days + Totat
{previous menth in {previous month in previous month in forevious month in
italics) ifafivs) itatics) falics)
Receivables excluding Councl $29,485,008 $2, 145,481 $3,429,312 $35.070,8D1
group and dispuled trade waste §22,117,250 $3.492,362 $3,454,929 829,064,541
. $595487 $79,696 RIS $548,316
A d Counc G
eklend Caurci Group £540,671 577,536 o $470,149
. $83,856 $116,052 $1,033,876 $1,234,584;
ted 2 1
Disputed trad= w aste accounts $116 852 $141,151 $892725 §1,150.727
. $20,175,341 $2,342,038 $4,336,320 $36,853,700
teivable
Total receivables $22.774,773 $3,711,040 §4,199,506 330,685,416

Receivables excluding Auckland Council and disputed trade waste accounts totalled $35.1m for
January, compared with $29.1m at December month end. The increase in receivables primarily
reflects higher current amounts being due. Additionally 60+ day debt has decreased by 526k,
The credit team expect to further reduce overdue debt by the end of February as they recover
from the break in credit activity over the Christmas/New year period. The average debt per
account increased from $99 to $109,

Total receivables — excluding Auckland Council and disputed trade waste

8-30 days 30-59 days G0 days + Total
{previcus month in {pravious moenth in {previous month in {previous onth in
italics) italics) ftahes) italics}
Net Debl %29,495 058 $2,145,491 $3.429,312 $35,070,801
22,117,250 £3.482 362 $3.454,920 120,064,541
# of sccounts 300,229 34,442 37,549 320,917
270173 44,517 37,431 283,788
$98 5652 51 §105
Average Deit 82 578 :92 509
Perceniage B4.%% 8.1% 8.8% 108.0%
76 1% 712.0% 15.9% 10008
Curremt month 30.59 days 60 days + Total
Commercial {previous month in {pravious month in {previous month i {previous montis in
ilalics) ilalics) ilalics) italics)
Totals $11,113,250 $1,033,228 $1,057,795 $13,204,271
£4,032 705 42,068,314 $1.163,077 312,204,095
# of accounls 21,036 3,247 §,591 25,427
20,624 4033 5,583 25312
$528 £318 §188 $5{a
Average Debt $438 $513 #7198 $452
Percentage 84.2% 7.8% B.0% 100.0%
74.0% 16.9% 8.0% 100.0%




Current month 30-59 days 60 days + Total
Residential (previous manth in (previous month in (previous month in (previous month in
italics) italics) italics) italics)
Totals $18,382,749 $1,112,265 $2,3711,517 $21,866,530
§13,084,545 $1,424,048 $2.351,852 $16,860,445
279,193 34,195 31,958 295,490
ol agmomis 249,549 40,487 31,848 268,476
$66 $36 §74 574
A bt

e $52 $35 $74 $63
84.1% 5.1%| 10.8% 100.0%
Prcentags 77.6% 8.4% 13.9% 100.0%

The change in age of debt (excluding Council and disputed trade waste) over the last six months
is shown below.

Age of debt cornparlson August 2013 to Januarv 2014

Aglng Debt Comparison Exciuding Aucldand council & Disputed Tradewaste !
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The split of 60 days+ receivables between residential and commercial is shown below:

60 Days + split between Residential & Commercial excluding Council & Disputed Trade

Waste
$4,000,000 i Mopragii et i s 35000
$3.500.000 - ot . 30000
$3,000.000 ! 25000
$2.500,000 -
20000
$2,000,000
- 15000
$1,500,000 |
$1.000.000 - 10000
$500,000 - 5000
$ v 4]
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mm Commercial = 1Residential il
e Total No of Commercial Accounts
No. of Residential Accounts
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The trends of 30-59 days debt and 60 days+ debt are shown below:

i

i Aged debt - 60 days+ from invoice date

f 10.00
8.00
V.00
600
S.00
=S millions 4.00
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1.00
Q.o
455 3 3 og 5
38 3 5 F

The spike in 30-59 day debt in August 2012 reflects the change in billing cycles for all customers
to monthly billing.
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Aged debt - 30-59 days from invoice date
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At the end of January 303 customers had completed the budget review process and had their
financial situation reviewed by the Trustees. These customers had $285k of hardship relief
approved by the Trust. As a result $199k of debt has been written off due to customers
successfully completing their payment plans.
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Water Utility Consumer Assistance Trust (WUCAT)

Restrictions

During January 3,167 reminder notices were sent to customers warning that water restriction
may be actioned if payment was not received. During January, 10 cards were sent to customers
warning of possible restriction of their water supply in 48 hours. As a result 5 new water
restrictions were actioned during January and 2 of these restrictions were removed
immediately due to payment being received.
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The table below summarises the restrictions carried out by Watercare Services Limited.

Watercare - Restriction Summary
Commercial Residential Total

inherited 1 Nov 2010 0 4 4
Restricted 23 19 42
Derestricted -18 -12 -30
Restricticns Remaining 5 11 16

The following restrictions remain in place:

o Three water restrictions inherited from Manukau Water remain in place on residential
properties at the owners request due to unfixed leaks at the properties.

e A further three residential restrictions remain in place on vacant properties.
Communications are ongoing with the customers and if the properties are tenanted in
future resolution will be required.

o A further five residential restrictions remain in place and communication continues with
these customers.

o Five commercial properties remain restricted at the end of January and communication
continues with these customers.

Treasury
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Interest Nmnlysis Cutrent Vnih S v brang Pkl Yo ur

sk lliin (LT | Y \ar Aorwal By \m Pomwenst okl AR
Interest as per Statement of Finaneial Performance 6,20 6,35 .15 40.89 44,13 3.24
Capitalised Interest 119 0.90 (0.29) 863 658 (204)

1351 a2 (1.69)

Uross Interest 7.39 7.25 {0.14) 4952 50,72 1.20 806.97 R6.94 (0.03)
Less Interest Income 0.00 0,00 0.00 0.0z 0.00 (0.00 0.02 . {0.02)
Net Interest 7.39 7.25 (14)  49.50 50,72 1.21 86.95 86.04 (0.0t

For the month net interest was unfavourable $0.14m with budget. The interest charge to the
Statement of Performance was below budget by $0.15m as a result of higher than budget
capitalised interest of $0.29m.

Capital Expenditure
Total capital expenditure for the month was $21.9m against a budget of $21.1m.

Mnih law 11 Tall Yem

sl Vetwal  Duilgen ‘a Vovmal BHoidhad LT Povevast  Duilged N

Sty b oppatal Fapsemibitnge Yoar v an

Infrastructure Wastewater Projects 673 M9

Infrastructure Waler Projects 86 8.1 738 6h4 131.8 131.6
Operations 1.2 1.8 0.6 8.1 103 22 13.7 184 47
Maintenance Services 0.2 04 02 1.2 1.9 0.7 30 4.0 1.0
Information Services 0.5 0.3 03 32 i6 24 83 9.9 1.6
Other Projects 21 12 127 17.6 49 239 26.6 27
TOTAL 219 211 . 1663 176.7 10.4 3255 3307 5.2
Includes Capitaliscd Interest off

Water Projects Capitalised Interest 0.7 05 5.1 8 72 58
Wastewater Projects Capitalised Interest | 0.5 03 3s 1h ' 6.l 37

Other Capitalised Interest 0.0 0.0 0.0 0.0 C2 02 0.2 04 0.2
‘Tolal Capitaliscd Interest 1.2 0.8 8.6 6.6 i 135 11.9

7.  BOARD CORRESPONDENCE

There was no Board correspondence received during the month of January 2014.

8. EXECUTION OF DOCUMENTS
There were no documents executed by the Chief Executive during the month of January 2014.
There were nine approvals totalling $25.569m signed in accordance with the delegated

authority provided to the Chief Executive by the Board in relation to capex approvals below a
threshold of $15m.




C-10277a Reconstruction of the Eastern Interceptor - Stage 2 - Extension $724,000
C-10734-30 Purchase of Pool vehicles for Water Supply _. $132,000
C-11234¢ lgltz;;l;bggge Pump Station (DPS037) and Rising Main Upgrade | 69,000 |
C-11235¢ Otara Pump Station Pipework Replacement Stage 2B $782,000 i
| C-11423a Rosedale WWTP Cogeneration Facility Upgrade - Stage 2 $5,425,000
C-11666-02 | Eat&'::ga;;:ﬁ;&%?;::i%—:ﬂﬂm between Murphys Rd & $907,000
C-11769r | Orewa West Trunk Wastewater Infrastructure $14,875,000
C-12206 Watermain rerewal - Glengarry Road, Glen Eden | $455,710
:;221: MSN Motor Vehicles - FY 14/15 $2,200,000

9. WORKING WITH LOCAL BOARDS

During the past month Local Boards along the Central Interceptor route were provided with
information on the resource consent hearings, including the granting of consents, key findings
of the commissioners and the subsequent appeals process. These have been followed up with
briefings to the Local Boards who have requested further information, including Manurewa,
Waitemata and Mangere. A special meeting has been organised with the Mangere Local Board
to provide members with more detailed information in response to ongoing public enquiries.

A regular Watercare briefing was held with the Franklin Local Board on local projects and issues.
Howick Local Board’'s transport portfolio holders received a briefing on the Panmure
wastewater project in Lagoon Drive and Pakuranga Road. Watercare also joined Auckland
Council Planners and Stormwater staff in a briefing to the Puketapapa Local Board on Three
Kings Quarry development proposals. A separate briefing and introduction session was held
with the Chairman of the Papakura Local Board.

As part of usual no-surprises approach, Orakei and Waitemata Local Boards received
information on local wastewater overflows and Waitakere and Henderson Massey Local Boards
received information on algae issues affecting western water supplies.

At the Local Boards invitation Watercare has been attending some of the Local Board
community events as part of their Local Board Plan community engagements.

Watercare also continues to work proactively with Parks Sports and Recreation Staff and the
Local Boards on the implementation of the revised approvals process under the Reserves Act
for water and wastewater related infrastructure in Gazetted Reserves. Good progress is being
made on a number of local projects that pass through local parks.
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10. STATUTORY PLANNING
Auckiand Proposed Unitary Plan

Watercare has completed a detailed review and analysis of the key sections of the Plan to
determine the implications for Watercare. The main areas of concern of the proposed plan are
the sections on: freshwater aliocation and takes, overlays {in particular naturaf resource,
historic heritage, and cultural heritage}, and the Mana Whenua provisions. The review indicated
that these sections pose significant chalienges for Watercare and that they have the potential
to result in significant costs and delays for projects and operations. The review also indicated
that even in areas where Watercare is supportive of the policy direction of the Plan, there are a
significant number of matters that are problematic or create uncertainty which in turn imposes
regulatory risk and could lead to delays and escalation of costs for projects. Delays impact on
Watercare's ability to provide service to the public.

Council initiated a process of working directly with CCOs on the provisions of the Plan prior to
the submission deadline. Sessions have been held during the past three months for Auckland
Transport and Watercare to discuss issues of specific interest. These sessions have been very
productive, providing an Opportunity for discussion regarding a range of specific matters.
Watercare had reached agreement on proposed amended wording or agreement in principle of
the direction of the wording on several key topics of particular concern to Watercare, While
significant progress has been made on a number of sections of the Plan, there is a range of
- other provisions that have not been discussed with Council because of the need to prioritise the
time availabie to focus on the most significant,

Watercare, together with the other organisations, has raised concerns with the Mana Whenua
provisions, but the Council staff indicated that they were not in a position to discuss those
provisions as the matter resides with the elected representatives,

Two “escalation” sessions were held for Watercare and other CCOs to present on remaining
significant policy concerns, one with senior Council staff and one with the Unitary Plan
Committee of the Auckland Council, Auckiand Council has indicated that where wording has
been agreed, this wording will be put forward as part of the Auckland Council submission.

Watercare is also collaborating with the members of the Auckland Utilities Operators Group
(AUOG) on matters of collective interest to network utilities and intends to participate where
appropriate in AUOG’s submission on the draft Plan. AUOG has prepared a draft submission
based on input from all members. Watercare is reviewing the draft and providing comments for
the final version.

fraty
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Auckiand Council Operative Plan Changes

There are two main plan changes of significant interest to Watercare: Clevedon and Kingseat.

Cievedon: Watercare has appealed the decision version of the plan change in respect of
an activity status date that is set out in the plan. The plan provides that in 2017 the
application for subdivision consent will change from a prohibited activity to a non-
complying activity. Watercare has agreed in principle to revised wording with Council
but this is subject to agreement by the other appeliants. Watercare has not been
involved in further discussion on this plan Change to date since the beginning of the year.

Kingseat: Some parties have appealed the Kingseat decision. As highlighted previously,
there is now interest from several parties to expand the urban area to include their
landholdings. Watercare is seeking direction from Council as to whether Council
supports the inclusion of these landholdings in the Kingseal township as this has
significant implications for the wastewater servicing strategy li.e., whether the area to
be serviced is a population of 5000 or up to 20,000). Watercare provided Council with a
short summary of the water and wastewater issues to support Council’s analysis. A
Court assisted mediation on the plan change was held on 30 January 2014. Watercare
followed up on its commitment to meet with Ngati Tamaocho in respect of their concerns
about wastewater servicing issues.

o There are three additional Plan Changes that have emerged as being of interest to Watercare.

Two of these are private plan changes.

snelis-Algies: There are two private plan changes in this area seeking to rezone iand that
is out of Watercare’s service area. Watercare cannot legally service this area until the
wastewater treatment plant resource consent renewal application has been granted by
Counci! and Watercare replaces the ocean outfall pipe. This pipe is in extremely poor
condition and is at risk of failure. A programme is in place to replace this pipe, but it is
likely to take five years. Watercare has made submissions on both of these private plan
changes. There has been no further activity on these plan changes.

Puhinui Gateway: This is a private plan change to rezone a tract of land outside the
current Metropolitan Urban Limit {(MUL) for industrial purposes. This area is currently
outside of Watercare’s service area. There are significant issues associated with
providing water supply and wastewater services. Update: Council has now agreed to a
request from Watercare, as well as Auckland Airport, NZTA, and Auckland Transport, o
undertake a comprehensive master planning process o understand the full
infrastructure requirements for the remaining land area between the MUL and the

coast.
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Settlement of Ciaims in the Hunua Ranges

The Crown is currently engaging with lwi entities on the settlement of claims relating to the
Hunua Ranges.

We are assessing the land blocks to which the claims relate to determine if any Watercare
infrastructure is invoived. Our initial view is that the Watercare infrastructure is located on
regional parkfand and not on the Crown land which is the subject of the settlement claims.

Mana Whenua Forum
The next quarteriy meeting of the forum is scheduled for 10 Aprif 2014. The quarterly meeting
of the Kaitiaki Managers will be held on 13 February 2014. The agenda for that meeting covers:
1. Waikato River Water Take Presentation
2. Marae Drinking Water
3. Regional Kaitiaki Plan
a. - Heritage
b. - Unitary Plan
4. Auckland Regional Public Health Service
Waikato River Take

Watercare's application including the AEE Report has been prepared and lodged with the
Waikato Regional Council prior to the Christmas. Consultation with Waikato Tainui, Huakina
Development Trust and other marae is continuing.

11.  NON-DOMESTIC WASTEWATER TARIFE

Preparations continue for the implementation of the non-domestic wastewater tariff on 1 July
2014, A further communication 10 non-domestic customers is planned for early March 2014,
This communication will recommend an optimal wastewater pricing plan per meter and will

Internal preparations for the implementation of the new tariff are continuing, with the current
focus being user acceptance testing of the bifling solution, development of new business
processes and training for front-fine staff ahead of the release of the March communication.

12. TRADE WASTE BYLAW REVIEW

The new trade waste bylaw will come in to effect at the same time as the new non-domestic
wastewater tariff, on 1 July 2014. The new bylaw specifies two groups of customers, ‘deemed’
and ‘conditional’. Those customers classified as ‘conditional’ under the new bylaw, will require
a Trade Waste Agreement in order to continue to discharge trade waste, Watercare
representatives are working with these customers to ensure that Trade Waste Agreements are
in place before the new bylaw comes in to effect,
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13. Customer Billing and Asset Programme

Work has continued since Christmas to gather requirements for the Customer, Billing and Asset
systems. The focus has been on understanding what requirements we aré likely to have of a
system going forward, rather than what we do currently. In addition we have started a piece of
work on understanding our information management risks and needs as poor information
management and data integrity will be one of the biggest risks to this project succeeding. Early
work on this will reduce the risk considerably.

Key tasks and timeline over the next six months

o The RFl will be completed and released early March

e The assessment of information practices and data integrity with a recommended way
forward will be completed early March

e The RFi responses will be evaluated and a short list of vendors will be selected for RFP by
mid April

o A business case to include the high level design, approximate costs and benefits will be
completed by mid April

s The RFP document will be completed and released early May if business case accepted.

e Decisions made about the way forward witl be taken end of June, early July 2014,

14. NANDATORY NON-FINANCIAL PERFORMANCE MEASURES

In 2010, the Local Government Act 2002 was amended to require the Secretary for Local
Government to make rules specifying non-financial performance measures for local authorities
to use when reporting to their communities. The aim was to help the public to contribute to
discussions on future levels of service for their communities and to participate more easily in
their local authority’s decision-making processes.

Following the public consultation the rules were finalised, the new rules come into force on 30
july 2014, Local authorities will be reguired to incorporate the performance measures in the
development of their new 2015-2025 long-term plans. The performance measures will
therefore be reported against for the first time in the 2015/2016 annual reports.

Further guidance from the Department of Internal Affairs regarding interpretation of the new
performance measures is expected by the end of March. At that time a detailed comparison of
Watercare’s existing performance measures against the new mandatory performance measures
will be undertaken with a view to determining what changes (if any) are required to integrate
the new mandatory measures.

KM Ford
CHIEF EXECUTIVE
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Tudll Year
Result [ Rudget Varisnce I Result
Wastewater Revenus 23,851 [0 157,047 (830) 265,728 @) < |
Waser Revenue 12,421 (eosy| 9016 612 & 136,088 (1612))
Tradewnste Revenua 1364 ey 7,655 244y 13,382 (244)] &
Lsboratory Revenue 513 [C1]) . 384y s - 6,795 (619)) -
Infrastructure Growth Charge Revenus 1,563 63 14,583 1,763 25,055 o) @
Crbecr Revenae 888 1,689 . ] o959 | - 11 i 15 423
Total Reverae 39051 e | wigy S 20,428 2710 3 479 900 T 12 540 k
Ll:wr 4647 essf » 18 e 2,100 61,459 2,135
JContract Labour 192 (120)) » 1540 (153 » 213 @aaen ¢
Oncosts m 9] -« [ LITH 3,286 L
Eabour Recovenies 469 4] < (18, 1 . (32442 &
Planncd Meintenance 1.2o% M7 10,059 1752 17,069 L7
Unplanned Mesntensnce 2.206 (o6 15.445 (10 . 26,560 (247 &
Asset Operating Costs - Chemicals 1101 150 6418 shi 11,020 150 &
Asset Operating Costs - Encrgy 1,522 s5) 10493 799 17,765 66|
Operating Costs - Other 3637 ey & 25718 (aBey - 43,965 Wiy
ion and Amortisation 16,794 3 & 116,973 1.1 . 199,682 (4.2 o
Communications 138 " 70 Im] « 1671 o
Professional Senaces 1,036 236) * 7412 127 11,918 1,148
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WATERCARE SERVICES LIMITED Jan-14
STATEMENT OF CASH FLOWS
(3000's)
Current Month Year to Date Full Year
NZ S000s Actual Budpet Vari Result | Actual Budget Variance | Result | Oudpet
Operating Cash flow:
Operating Revenue 34,859 kIR IT] Tas| & 262,925 255,375 7,540 460,706
Opcrating Costs (14,244) {19.863) 5,619 (98.546)}  (121,30%) 22,759 (181.877)
Intercst Paid (3.457) (3.694) 237 (37,952) (41,751) 3,799 (75.121)
OPERATING CASH FLOW I?‘,_lis 10,557 6,601 l!é.ﬂ': 92,319 34,188 203,708
Investing Cash flow:
Capital Expenditure (18,458) (26,645) 8,187 (188,020))  (189,962) 1992 (318,062)
italised Interest (CAP) {1.188) 896 (292) {8,627) (6.583) {2,034) - (11.824)
INVESTING CASH FLOW {19,646 27,541 7.895 {196,647) 196 (182 g 329,886,
Finaacing Cash flow:
Bonds/Tern Debt Issued/{Repaid) (20), - (20) (139) - (139) =
Short Term Advances/(Repaid) 500 500 - o (20,500} (26.929) 6,429 35,000
Comniercial Paper [ssued/(Repaid) (55) . (55) 9,761 10,762 (1.001) 5,000
fAuckland Council Bo Repeid, 20 16,484 (16,464) 81,081 120,393 (39.312) 86.178
FINANCING CASiI FLOW 445 16,984 (16,539) 70,203 104,226 {34423y 126,178
Net Increase (Decrease) in Cash ard Cash Equivalents (2,043)) - (2,043) (7 E {7 r
ing Cash Balance/{Overdraft) 1,989 . 1,989 (37) - (37) -
Enﬂiug Cash &hnﬂﬂwr«lnl‘l! (54) - (54) (54 - 54, -
Key: Financial performance result
Favourable variance - acwal income > 2 5% above budget and actual expenditure < 2.5% below budget
Unfavourab e vanance - actual income < 2 5% below budget and actual expend ture > 2 5% above budget
& Neulral - actun' income ad actual expenddure is within 2 5% of budget
Reconciliation Operating Cashilow (5000's) 300000 1 - Y70 Operating Revenue - Cash Flow . __
Month Year to Dase Full Year 20 b e .
Actual | Bu Actual Budget Budpet e
Net Surplus (Deficit) After Tax (6195 1016 21,401 (2,518) (2,112) 200,000 |'
Add I.uaeI\ non cash i‘MS:. &S 150,000 il L - . i
Dey and r; 17,083 | 16,793 120,135 116,973 199,682 .
Finangial i s reval 10,374 - {28.540) . s 100,000 -
Vested assets revenue (1.288) (13.888) (2,950) (s_mn}h 2
Contributions for PI'"d&F - - - (950) (2.000)
Other non-operating exp/(inc) 867 - 7,666 - -
Income Tax Fxpensei(Benclit) 1.429) 654 8,360 697) (818) b m .J : L
Movenents in Working Capital 645 | (7.906) 11,204 (17.539) 14,756 u » “‘“‘“
OI’I'EI_UTING CASH l-‘l‘..ow 17058 | 10,557 126,427 92319 203,708 L YTD callection tevels primarily driven by improved December month vs budgnl
140000 ¥ Operating Costs - Cash Flow . _ 50,000 __HQM&JMNM_J - Cash Flow.
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WATERCARE SERVICES LIMITED Jan-14
STATEMENT OF FINANCIAL POSITION ; (snmm_|
June 2013{December o Jemeary. S
Actual | Actual > Actual | Budget | Variance)
Non-Current Assets
THTR.E69 7.7%6.947 Inopety, Plant and Equipment 74854170 B.013,046 {158,870)|
138568 465,776 Constiuetion Work an-progiess 428,590 457,309 (28,719)
132 66H) (125.289)|1 ess Provision fir Depreciation = (141.258) (151,265} 10,008
L0081 6% 5137434 | Total Property, Plant and Lquipment B 4150 #.319 090 (177, 58K
43054 0421 Intangible Assets 38700 40,537 (1,770)
24 RS5 24530 Prepah Expunsces A9 22,334 2,159
3338 4247 Ly entories 3,277 4,422 (145)|
10819 10947 | Derivative Financial Instruments _ 8.786 16,830 _(B.044)
8,166 830 T g6 | Tetal Now-Current Assels e 25 217519 8403211 (1N5.39)
Current Assets
- 1,989 Cash and Cash Equivatents - - -
319247 31,967 Trade and Otlier Receivables ag.514 54.283 (15,768)
20832 25,260 Unbilled Revenue Accrual 21,352 23054 {1.202)
4220 097 Prepaid Expenses 3,047 33w (284)
4 005 3,154 Inventories 3,056 L BT4 1,182
3.645 1426 Derivative Financial | L L om 407 685 |
19 o6 K04 | Total Curient Assch asal . wmar) (15388
s | wswl uem) owm
Financed by:
Neon-Current Liabilities
150.000 Bonds { 1602/15) 150,000 | 50,000 -
30,000 Ronds (LBA5M6) 30,000 30,000 .
75.000 Bonds (26/10/18) 75,000 75,000 -
51,183 Bonds (26/10718) 51,0306 51036 4]
150,000 “F'erm Loan (13/10:16) 130,000 150,000 -
35,000 Bank Revolving Credit Facility 14,500 35000 {20,500
418,734 Auckland Council Loan 459,764 4734606 (13,702}
909917 “Total debt non-rurrent 930,301 964,502 (34,201)
8 580 Other Accrued Expenses 13.402 8,450 4,952
nm Provision for Stalf Benefits 1169 1.570 442y
£31.909 Darivative Financinl Instnunents 51,619 120431 (OR R12)
N 927052 | o Deferred Tax |iab lity R ey s - 935 411 - HER 191 {22 RN
| e Total Noa-C wrent Usbilities B Y TS MR
Current Liabilities
7 - Bank Overdrall 54 - 54
139,032 118,818 Comwnnercial Paper (48,793 149,794 {1.001)
220.239 220,245 Tonds (15°0571:1)) 220246 220,246 0
78,754 118449 Auckland Council Loan 118.805 118 803 4]
438,062 AR7.542 ‘Total debt current 4R7 898 488.844 (947)
16 16,529 Trade and Other Payables 17,547 19,821 (23440
1964 103 Interest Acerued 13.498 16,297 {2,399
55,205 19,007 (ither Accrued Capenses 39,59 44,874 (5.279)
5,720 5309 Provision Tor Stafl Benefits 5115 4.157 1.057
2983 1335 Other Provisions 1,331 2083 (1,652}
wan 217 [)unmlu'cﬂ\nnci!! Instiuenents 135 = '}‘J(I_ {3‘15]_
11,717 &) {Total Corvent Ligbilitles __; ) uly Smmbde) (1L
Equity
260.693 160,693 Authorised & fssued Capital 260,693 260,693
LI ITLALE Capiial Contribunion Rescrve ERVLNTY LI -
1,620,746 1,646 539 Revaluation Resenve | 616418 1,736,330 (89.915)
65,580 B0.097 Retamed Earnings 80,221 #1260 {1,039
40,310 27.590 € urrent Yemr Eammings after Tax i_.-i_m 1 {_:_! EALY - 23919 |
|« AWedey 50 047 [ Total Sharcholders” Funds b A SESE (e sy
38 TRS &0 171 | Total Sharcholders’ Tunds and | inbilitics o e B Yhs R0 ‘ __BAse 180 {777
I__ : i b - ; ; T




TREASURY RISKS AND IN TEREST RATE PERFORMANCE Jan-14
M M Actual net borrowing [l Projected net borrowing * Total approved faciiies —&— Committed facilies

1950 |

1,900 4

1850 |

1,800 ¢

1750 |

1.700 !

1650 |

1600

1.550

1,500

1450 |

1400 |

1350

1.300 1

1.250 *

1,200 | ] [
9922222:33::::2:::22&9
¢ d : : S & A :
%3333§§§$§5§53553§§§§§

Committed facllities
- Westpac Term Loan facitity $150 million
Actual | Benchmark | Year end - ANZ CP Slandby facility $100 million
YTD YiD forecast - BNZ CP Standby facility $100 million
Weighled averages (excl, fees and ma ins, 5.23% 471% 5.19% - Westpac Revolving Credit facility $60 miflion
Weighted a @s_(incl. fees and marains 6.34% Nra 6.26% - Medium term notes $525 million
e S - Auckland Council 937 mitlion
Debt (Sm) Total committed facilities as at 31 January $1,872 million
Actual Variance
Short-term borrowings 487.8 488.8 (1.0)) |Additional approved facilities
Long-term borrowings 930.3 964.5 (34.2)| |- Approved CP issuance, over and above CP Standby faciity $50 milllon
Total gross debt 1,418.1 1.453.3 (35.2)) [Total approved facliities as at 31 January $1,922 million
Less cash & deposits % . .
Total net borrowing 1,418.1 1,453.3 !3$£!|

- Monthly interest rate performance | Year to date interest rate performance

7% B | 5.5%

5.5% - . :]I I 54% '

| = ; —— S

53% | e - 5.3% .

. Va L 52% -

5,1-1:.j° | -/ - B D ! s i

49% | » n - 50%

4.7% \ ' 49% L !

. 48% . -
4.5% [
. 47% -
4.3% — SR, = i — i _,’ 46% |— — = 2 - '
4.1% . . D 4%
200N Ewesy TII¥IrToonoeon ooy yy fiXIIZfZauvunove
T bhas L : 2 oL R A% % 0 e h o ox 2 ha =25 52f L HApgLOocae Ly
{585838533¢85 3550334833553 2IR8E8588355 3543 25235855
; * Aciual Month (Banchmark) =+~ Actual Month (WSL) i i * Actual YTD (Benchmark) ~+ Actual YTD (WSL) |
{ Forecast (Benchmark) ~Forecas! (Bancomp) l Forecast (Benchmark) Forecast (Bancorp) i
| Budgel (WSL) Budget (WSL) !
Forecast total debt profile
ars0
3500 i
3250 |
3000
2750
2500
‘52250 1 i
[ Za000 |
| Sisp | |’
! & 500 -
5 i
i Fazs0 3 |
L to00 |
i 750 { |
4 500 . i
i 260 | i
! |]I<».-.----:n-....-----ni- -
i Ex!3922EE992::ttEE392222%228&55&“3ﬁ%R@ﬁﬁ&&x&“ﬁﬁﬁ&&%&ﬁ&ﬁk&&ﬁﬁ&
TT S e LZdeiigriinirirano8ISSSYYYY b YIYFNNAAES Vo Ny
s%i%%gﬁ%%%%3ééisééiSéiiSEé%3§%§5§g§3$%§$§§§$§a%3§ 18883888388
san;znmaxsnsaénzgsnaznn;;3n5;%ma; PEERAER8hhRShas8nhsasR s aaal
=== Taotal funding plan dabt Upper treasury limits Lower treasury limils Fixed rate debt (incl swaps & trigger)
l_ I Page AG




COUNTERPARTY EXPOSURES, DEBT C ONCENTRATION & Jan-14
COVENANT COMPLIANCE
‘punterparty exposures S&P credit rating Vace Credit ™ Lamit
Shadt / lang term value eApusures OK ( eveeeded
s _soea | S0 e - N
Obligations of registered banks
ANZ Bank Al AA- 740,927 118,443 200, Limit OK
Bank of New Zealand Ale AN 641,118 122,212 20000 Limit OK
ASB Instittional Al- | AA- 115,000 16,200 200,000 Limit OK
Westpac Institutional Bank Al AA- 310306 95,731 200,000 Limu OK
1.807,351 352,585 NiA
Note: { redit expoxtures are direel exposurcy plus 3% of the fuce value of inlerest rale CONFGeLs per annumt & N of fureigh carrency confracty.
ity | 977 | 50 ] 2096 | 648 monthe] 4460 montis| > Guenths | ot |
ANZ CP Standby Iactltr) 0TS 100,000 104,000
Westpac Revolving Credit facility 3001715 60,000 60,000,
‘Westpac Tenu Loan facility 13/10/16 130,000 150,000
BNZ CP Standby facility 1017 100,000 100,000
Medium-term notes Various 220 B0 150,000 30,000 125,000 525,000
Auckland Council Various 116,803 102,439 74,608 £3,368 2243 557,242 936,763
"Total comumitted debt facilities 336,503 412,439 154,608 i83,368 127,243 557,242
Approved CP issuance, over and sbove CP Standby 50,000
Total committed and approved debt Facilities 336,803 412,439 254,668 183,368/ 127,243 607,242
(' reasury policy - total committed debi facilities <= 500,000] <= 500,000 <= 500,000] <= 500,000 <= 500,000
Treasury policy compliance
wiaak i Niatoriiy | 0 months | 642 manths | 12-48 wantn | 18-24 mouths| 24-30 months S Momonths | Tuw!
ANZ. CP Standby facility (S100r1) 1107415 0
Wesipac Revolving Credit fucility (S60m) 30011415 14,500 14,500
‘Westpac ‘Term Loan facility ($150m) 13110416 lSl‘I.OIJDJ 150,000
JBN‘;’. P Standby facitity {$100m) 1077 [
0 0 0 14,500 0 150,000 IM‘.WIWF
‘T'reasury policy for bank facilities <= 250,000 <= 250,000 <= 250,000] == 250,000 <= 250,000 <= zso.nnoﬂ
‘Treasuty policy complianee
Other facilitics
BNZ overdrafl Ond | 2.000 2,000)
2,000 ! u 0 o] 0 z.nuaf
[Counterparty eypesure in relation (o birow ing facilities Winipac | BNZ |~ ANE B - ' __ - "
Tern loan tacility 150,000 }
I Revolving credit facility 60000
CP standby ticlity 100,000 10:0.000
210,000 100,000 108,000
Tveasury policy <= S00,000] <= 500,000 <= 500,000
Neusury policy complrance
{omplisnce with financizl conenants s and 1afins ue wader (e \rgnlhx i’kdpn Deed and Guarantee Facility Deed
:\.ﬂuul !t SIS - _*_;’;lhmjl'l r!lum measury Outcame ( «:-]ri;iun
Securily 1 15 ¢ folal fangible assets - 5% (R
Total liabilitics 7 total tangible assels - maximunt 6% 30.29%
‘I'otal liakilities (including contingent) ” tofal tangible assels - maximum 654 30.29%
Shareholders funds - mininun (3901 S00.000 5 787.842
JI IBITDA - funding costs ratto - minimum 175 LR
Funds from operations | inferest zover i - Mt 2,00 313
"Total 1angible assets of Borrawing group / tatal tangible assets - minitnum Ll 100,005
Laans, guarantees ¢ic 1o related companies / wotal tangible assels - maximune 5% 000%
Fxicrnal debt maturing in less than 5 yeaes - mininum s0% 100.00%
R— e e——SE e T e




FOREIGN EXCHANGE & COMMERCIAL PAPER

Jan-14

Note: BKBM is the banks' mid-rate for bifls

af an appropriate term on the day of issue of the CP.

Foreign carrency exposures (NZSH00)
for __Usb EUR ALD Totsl
Total exposure to be hedged 1233 261 858 2,351
Forcign exchange hedging 1,233 261 858 2,351
Percentage cover 100% 100% 100%! 100%
Treasury policy 100% 100% 100% 100%
Treasury policy compliance
[ F M*qi E
Chemicals forward foreign exchange hedging 750 250 1,000
Treasury policy <= 5,000
Treasury policy compliance
Interest Bid Term Maturity CP maturitios
Issue # $000 BKBM rate cover (x) | (days) date 60
50
258 7.000 2.696% 2.896% 1.00 184 12-Feb-14 40
262 43,000 2.670%, 2810%] 235 92 25-Feh-14
263 50,000 2.720% 2.861%] 1.64 95 24-Mar-14f E 30
264 50,000 2.870% 3.010% 2.10 99 30-Apr-14 20 |
10
0
Feb-14 Mar-14 Apr-14 May-14  Jun-14  Jul-14
150,000 2.898%

days

repayable within 60 days
Treasury policy compliance

Treasury policy: Undrawn standby facilities >= 50% of
outstanding CP and other uncommitted shori-term debt

Febtd | Marid _dwn-id | Juld | Beyond dub 4] Toml
Ouistanding CP 50,000 50,000 50,000 0 0 0 0 150,000
Uncommitted short-term debt 0
50.000) 5,000 0,000 0 0 0| o 150,000

Treasury policy for maximum amount of CP outstanding <= 250.000“
Treasury policy compliance

m-mm% | munch | §-2 months | 2-3 months] 34 cwnthe] 4.5 Somonths| 67 months | > 7 months
Undrawn committed standby facility - CP facility 2000001 200,000( 200,000 200,000]  200.000 200,000 200.0001 200,000
50% of CP and other shori-term deby repayable within 60 50,000 50,000 25,000 0 0

T
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Maunspement Report WA TERCARD SERVICES LIMITID

Goal 1: World Class Service Jaw 14
W ster Quality
Vransgressions of Maximum Acceptatle Values - Annunl Compliange 2014 (Financial Year 1o Date)

pramaiet . R B ¥ B ) i T < e
£.coll Liped FAvEA} u
Frotozoa 21/21 2121 0
Priorily 2 Determinands® 5/5 5/5 0

N Priority 2 Determinands are those of public health significance that are present at concentrations that exceed 50% of the Maximum Acceptable Value, Fluoride has been assigned to
Ardmore, Huta, Waitakere, Walkato and Pukekohe WTPsasit is added to the treatment process. Nitrate Is assigned asa P2 Lo the Pukekohe WTP

Lol

Priovity 2 Determinands * 6/7 6/7 1

Turbldity 41741 38/41 3

. Priarity 2 Determinands are those of public health sigaificance that are present at concentrations that exceed 50% of the Maximum Acceptable Value. Tr halomethanes have been
assigned to Te Henga, Oratia, Helensville/Parakal, Warkworth and Wellsfor¢. Nitrate has been assigned to Bombay. Fluaride and Boron are assigued to Clarks/Walau as It is naturally
nccurring in the groundwater

A routine sample for Trihalomethanes (T #{Ms) from 10 Fordyce Rd in the Helensville Grading Zone taken on 23/01 /14 breached the Maximum Allowable Value. The result was 1.143mng/L
ed to the MAV of 1.0mg/L. The Drinking Water Assesstnent Unit was notified.

Reports have been Issued to the Drinking Water Assessment Unit for the Robertson Road, Walparelra Avenue and Ormiston Road turhldity exceedances In November and December.

4if4l au/41

E.coll was detected at a sample polnt in Devonport n the North Shore Grading Zane on 23/11/2013, The Drinking Water Assessment Unit was notified and three days of consecutive
sampling conducted as per the DWSNZ requirements for both events, All follow-up samples were compliant with the DWSNZ. DNA analysts confirms the Ecolistrains detected as being

£.coll. The stralns were very similar Indicating they were possibly derlved (rom the same antmal or bird and unlikely s be from sewage contamination. _

tanned Loss Metropolitan Dam Stora
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Management Repaore

Wastewater Treatment - Mangere

Quality Effluent: BOD, NFR
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WATERCARE SERVICES LIMITED dan- 14

Table 2 Compliance Consent Table 2
compliance | Jan-14 Standard

Plant load
Monthly average
BOD (g/in3) 1.7 15
NFR (g/in3 4.7 15
Nutrients (g/m3)
Monthly Mean
Reactive phosphorus 24 9
Total nitrogen (Apr-Nov) N/A |< 35
Total nit Dec-Mar 8.2 < 9.5
Disinfeclion
% duration receiving 35 milliWatt-sec/cm’ of UV dos 100.00%|>= 99%
Monthly mean (% saturation)
Dissolved oxypen 105.60%] > 80%
Breaches of resource consent conditions 0 0

Comment:

WIP Odour Complaints

- T :

f
£
|
e
L o % a g P2 < % a g ¢ —¢ '—
F M A M J J A (8] N D 1
Month
B Pty E =3 Current sear = Tapei |

Number o
o-l\!ﬂhtﬂﬂ‘\lﬂl‘oﬂ

f!‘lo nlhA

] === Pnor sear

I L el W]

ETT3 Carrent year

s 0

II_I_I
N D J

—— Tagat




Management Report WATERCARE SERVICES LIMITE  Jan 14
Wastewater Treatment - Rosedule
Quality Effluent: BOD, NFR : Consent Table 2
400 ! COMpInRY compliance | Jan-14 | Standard
350 A—d—t—h—— A b
200
‘E 250 Izan:llllml
onlhiy average
R BOD (g/m3) 1|« 20
ol NFR (g/m3) 74 35
100 Nutrients (g/m3)
so* g * +» * 3 Monthly Mcan
. .
oo ® ® o & ®© ., @ . " |Reactive phosphorus 5.4 10
J B W fomi® S 9 N P 0 routnitrogen 8.8 30
NER BOD SBOD(<)  —a&— S NFR (-35) Ammonia 0.4 10
e e - —_——— - e—  ——— |Bacleriological
Phiosphorus (Monthly Average) Monthly median
i Entecococci (#/100ml) 33 100
10.0 | Faceal Coliforms (#/100m) 1500 |< 1000
8O Bacteriological
'% o : |Monthiy 95% Percentile
it Enterococei (#/100mi) 186 |< 1000
Faecal Coliforms (#/100ml) 386 |< 10000
20 - Bacleriological
00 - ; y . " . ' ; ' 95 Percentile over three discrect months
FM A M 1 ) A S 0 N D Emeracocei (#/100ml) 186 < 1000
Reacine phosphors Sud Reactive P (<4 Faecal Coliforms (#/100mt) 386 |< (0000
WMidge CompinGs (VID) | [WTT Odour Complaints (VTD) e, 0
[ o .|
5 : 50
H 4
5 4 " ;
.E 3. 8 3
3 5
z 2 j: > 2
3 e
o-::::ce—:cei—t-—o—k—dh 0 ¢————b—t——r—0———————0—%
F M A M J 1 A 8§ O N D F M A M 1 J A § 0O N D I
Month Menth
g Prior ycat £ 22 Cerent year —t— Target v TH B3 Cunent veat & Tangs!

There have been no odour complaints made for over two years
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Management Report WATERCARE SERVICES LIMITED

Managed Assets

Jan- 14

Unplanned Maintenanee

100%
3300 - o
3000
2700 30
2400 - | 70%
2,100 ' 60%
S 1800 " 50%
4
1500 | 40%
1200 | b
%00 - .
o C20%
300 0%
1
p LM N, LS EL NN NN EL gy
FMAMIJ I ASONTDJ
Month
- S Unplanned Maint et Uiptunned Mulat 4% ol o3l Maint

Month Year to Date
ResulljActual _Budget Var Actual  Budget  Var
Unplaaned Maintenance 2,702 2205 (497)] 17,810 15,436 (2,374)
% of Total Maintenance 5%  63% -1 Z‘KJ 1% 61% -10%

Unplanned maintenance as a % of Total Maintenance is unfavourable to budget mainly
due to timing of various unplanned work in Mangere, higher than budget volume of work in
Networks South and Central area 2nd timing of various maintenance work in Ardmore

Unplanned Maintenance Variance -Month

N N B

§' 000

Woter Supply
Nemork
Other

‘Wasten ater Operatons

Meonth
ResultjActual Budget Variance
Wastewater Operations 533 467 {56)
Water Supply 236 165 (71)
| Network 1,933 1.573 (350)
Other 0 0 {0)

Water Operations: Over budget due ta work in Ardmore

Wastewater Operations: Higher than budgeted unplanned maintenance at Mangere

Networks: Over budget due to high volume of work in Southern and Central area

Year to Date
Unplsnned Maintenance Variance - YTD Result{Aztual Budget Varinnce
L : : ——— Wastewater Operations 4,301 3,433 (869)
| {Water Supply 1,595 1,196 (399)
Network 11,913 10,808 (1.105)
Other 1 0 (2)

§' 000

Water Supply
Network
Other

‘Wastewater Opcrations

Wastewater Operations: Over budget due to work at Mangere

Networks: Over budget due to high volume of jobs in Central &

Northern

Water Operations: Over budget mainly due to Southern higher than budgeted failures

g Bd




WATERCARE SERVICES LIMITED Jan-14

Management Report
Managed Assets
[luventory Management
i Stock Turn - All Divisions Stock Turn by Division
2
250 - 3‘§ ‘
200 °
1.50 25 -
i | 4
coo ! H N B E E N NN NN =N '*:'j
F M A M J J A S O N D ) -
05
o . F Lt ] n
Water Supply MSN Waslewater
Treatment

Month
Analysis of Stock
)
8 Z§ :
h gn ;
8¢
¢4 i
3 0 i . — . e, B
= General  NcReorder  EmgNo  Emeigency  Obsolete
Reorder
BAciual BEitudget

WAcwl  Mbudge ¢

The tatal closing value for Jan 14 was $6.7m
Definitions:

General - Non catogory specific item

No Reorder - Will not trigger Material Requisition Plan
Emergency - Stock which is held in case of breakdowns
Emergency No Reorder - As above but will not be reordered once
exhausted

Obsolete - Stock that is no longer required by the business




Cost Minimisation
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WATERCARE SERVICES LIMITED

Jan-14

I\\_ ater Supply

00 Water Supply T'his Month YTD Cumulative average
g 250 ¢ B LN Actual | Budget | Variance | Actual | Budget | Variance
S 200 . . ——m 26 203 (24) 20.7 21.7 1.0
| & 150 - ' Comment:
-53 10.0 This month unit cost is unfavourable to budget due to low water volume,
=] 5
g 5.0
DO 1 : . 2 ] J " 1 . .
F M A M 1 S 0O N D
Month
: Aclual Cost —&— Budgel Casi
< [Waler NetWorks " s PUEER TR ) o o
Water Network This Month YTD Cumulative average
" ;23 Actual | Budget | Variance | Actual | Budget | Variance
£ 200 . S i . 150 14.2 (0.8) 167 15.7 (10)
3 :g'g H—.W Comment:
§ 5'0 ; f This month there is an unfavourable variance - due to higher than
fg 00 ¢ ; ; Wi ) ) budgeted variable spend in unplanned maintenance and lower volums.
Ss50F M A M J 5 A s 0N D J
Month
Cosiof Waler ~—&— Budgel Cost
& [Wastewater Networks
Wastewater Network This Month YTD Cumulative average
25.0 Actual | Budget | Variance| Actual | Budget | Variance
g 200 202 211 0.8 144 14.4 0.0
Z: 150 - Comment:
2 100 - The reticulation cost of wastewater is lower than budget duc to lower
< 50 - unplanned maintcnance costs.
E B
g 00 . . . - i E .
F M A M 3 J A § O N D J
Month
Cosl of Wastewzler ~—&— Budge! Cosl
& TWastewaicr
Wastewater Operations This Month YTD Cumulative average
i Actual | Budget | Variance | Actual | Budget | Variance
E 80.0 48.5 50.5 2.0 37.1 384 1.2
= 600 - Comment:
:g 40i i L M e This month casl is lower than budget duc to lower nminienance costs.
g 200 -
“ 00 - ooow % S T TR
F M A M I I A S O N D
Month
Actuel Cost —8— Budgel Cost

| Papeni7
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I St
VWaiknta Timas

{and wil stop down 03 ihe head of the Walkalo linos company
at 1he end of the month. . Prior to working with WEL Eidar
span! two yoars Bs chief enginver 8t Walcreare Sewvices in

Uae Posiuve |
gJan aau!WEt ‘Natworks chiel orecullve 0T 5’5}%%5; Tesigned

Gull Mows.

Authland.

& Jan 5014 | CoWar 1o thas adilar THETE & n
suppoders’ letiers 1ast meook thut noed to bo counlered On
sewerage ot Matialia: Hero is an excergl fom Auchland
\Water Care which is responsiblo for tho wasle water/septic
BiE OR This fiom their . The |
reniment plant that servicos ine ofeo highlighted in 1ed on
lllmmp balow is ded No further tions from

idontial, and tral toihy

Now Zeniand Horoid

mw!mlhmyu!nd'wmﬂmlunnm
| Wallomata Harbour... This should be emphied In 2n
\PpIOE ond disposed of at 3 wasis faclily. of
uwmlmmwnumunmumwmmm
Watercare Survices,

*_!whmmp_mmp_om wntiftnornebes } b L
10 Jan 2014 wwumﬂngwmimmnmrwmolu

Pallyled bpaches

|Mosukay Courar

@ egior Fropas fcara,
untar tho umbralia of the Auckiand Council, o further poliute
e Monukau Haibour with the overflow of sewage and

lowater from Ihe Weltemnata Harbour It 1s imporiant that
ihe Manikou Couner takes up Ihe cudgels tathis cegard lo
seo If wo can cotsciivey stop the further infiux of newape nla
our harbour.

14 Jan 2014

Fiozadole’s biogils BIGIAY ShoveRinl

Morth Shore Times

34 Jan 2014}~ asser known aipect o en
prompted o vish by Chilean govemment officisls. Rether than
\wostowater treatmend systams, tha officials were lnlerested in
uses solxds iniho it

Centil Leader

. _|processes to produto blogas,
15 dan mﬁ‘rmaaﬁﬂh:ﬂm the betoved Grumpy Caton a
prominont Auckland water tower is gaining global
recogritian far v series of new works. Three Kings
{dant Pavl Wolsh teatured anonymausly in the Ceulral
| cador in May when It large Kitty he painted on Big

st doboto prompls ciote tRg ALWISES £ Ouf walar [Mahurangimaters

Hung wae d over by
Wraclors - much i the disappointmant of ragular park-
15 Jan 2014 vorih BFpOBI gel Nuorido nking waler

any time soen .. Weloichro's norham waler Supply maneger,
Tuan Hawke, proudiy retes thal Warkworh's drinking waler
has ratained if's A- rell

16 Jan 2014 ar odfor. n3
questions) obvioushy wanis io have bha losl, if mislaading,
word on thesa lssues, . Regerding sewage digposal, this has
nothing lo o wih tho sxisting shuclion, ns spolied oul in the
Watar Care repod. As ) sald proviously, sewage will bo sloted
lon site and Inucked oway B3 inod.

Lean tunm hind soluton to cloan waler

[Papahurn Couner

27 Jan 2014] .. 1he Glovedon 6l At says thoy Occided to creale
somethng to fiter out fina osh from waler bocouse Lhero
mm-mmmwmmmwm«mm
Aner i intarviews with pooplo trom
Institutions suzh a5 GNE Sciante and
Waikste University. the waiked on cresling o sullable

Beach denncra yanlod {or Srayeoh seab-up

Waihoke Morkelpince

Date |o conlinup in pad:firge foles

iNaﬂMlﬂ Advocate

22 3an 2014 are ool in during o wosh-long
boath dean-up... Sha seys tho erganisalion
has aronged oiepn-based assisience from Waiheko

____|coasigunrd and the Walsrcara Harbour Clean Up Trust

53 Jan 7014 Com Uile wil conbmus 1o servo as TRelpura T
issignar whils working 23 the azing chisfl oxpculive

uificer for he Fas Noh District Gouncil... Mr Dale Is alse on

Radie

RadioLIVE

o councit ls working with Stommwsler ond Watercare
Services Limited 1o pa/ablish why high lovels of bacteria have
baen found ot Judges

advisel o Services and g of the Auckland
. snd Reerualion Reference Group, ] N
Jon 2014, 12 04pm) I sman Momus &ﬁnn Tias GBG0

Team Rnar fnds answor o disaster

Manukny Couner

23 Jan 2014|samething 1o filer out Aine sk from water because thato
would bo a groat demend for cloan waler Il thee was on
eruption Afier roseare’ and interviews with pucple feom
Javant such as GNS ond
ikalo Univarsiy, the boys worked on ciealing & supatio

Beach tleanun opgn s AL

n based asslslenca fiom fo Conslguard and
\Waloccare Harbour Clean Up Trusl is already offered and tha
[ highly ful Su o C will be bringing aver
school groups frem Auckiand, implementing educalion

rarms and ko un opening bash 1o adnch ihe cvont.

Adisgree

{Marukou Courlst

74 Jon 2014 Thir comaun Iy prafer 1o see some athon
rathor than just words, A pasiiva mave forward wou'd nclude”
Finthing ancthar way 1o manege ine overfiow from ithe
Wailemata Harbour Inslcat of Walarcare Incraasing the

{55 rone otk ehwiends

HNodh Shoia Timos Advortiser

.. m Sayi thoy 466063 1o ciaae
samething 1o flter ot Sne ash omweler bacause thera
woull bo a grest domad for clean walar H there was on
eruption Afier esearen and inlorviews wih people from

suchay GNS Stienco and
Wa.kalo Unwarsély, the boys worked on crosting a suftable
filter, Baily says.

ioun of waste it inlo our harbour
24Jm2mlr-m

{unhfights of & harmeig £ty

[Weakend Horald

25 Jon 2014
newcomars. Dorala a gold coin end Flux vl donale mangy

up paddie boa g Have a Go seasian for =

ONE

raiaed 10 ihe Waterconz Hadtour Clean-Up Trust

Suncis vvoleicare has appae| Miﬁ
200,000 cublc molres 3t water oul of ihe Waikalo River dally.
In order (o rroot tho waler ds of fand's burgeaning

20 Jan 2014, 6 26am

2

Tponer “an dncussed ostimatos ol Auckiand |~
coutd run out of waler -n 35 yeais and glforls by Walercate lo
socure fnofe water (o the Walkato fives,

28 Jan 2014, 7.4%m

2

28 Jan 2014, B 150m [Re

organisalion Watercara has appliod 1o take 200,000
adaitiona! cuble lires out of Ine Waiksto Rivar par day, as the
Jand reglan's popiaiien is prodicted fan Increase by

B00,000 poople over tho noxt iveo decodos. Watercare
repieseniatives say ihay hawo heaid no objactions lo the
rosource consent colion
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30 Jan 2044, 0 02am

o progiammo was

up In 1939 and runs for 20 weeks annually from tho firsl weak

Jot November Bl the end of March... Tho sampies pre

snalysed sl Walercaro and rosults ara sent back to Safeswim
24 hours.

m«rmmummlmmmwn

has applied 1o usa mora water from the Walkalo,
H L ahkeen

Inlerest in Auckland water-supply managers’ praposals (o
Jtake mora waler from tve Waikalo River to moct Ihe neads al
& growing population over the nox thiee decades, Jusl o
fartnight ago, tha Watkalo Regional Councilwas urging care
whon using water lo aveid subjecting focals to more severe

consérvalion measuras,

30 Jan 2014

0 Jan 2014 groups mio m
central interceplor projzet The Manukau Harbour Resloration
Soclety, Onehunga Ennancoment Society end Mangerne
mmmmmkmpumgmhmmwnm
the En: Courl over Iha 13km "

30 Jan 2014 .- progiamme was Sot
Up t 1829 &nd runs fo- 21 wacks annually from tho first wegk
of Novemibar till the enst of March, .. The sumples ar
Bnslysod al Walercare and results aro senl back to Safoswim
within 24 houts.

1qunm1ﬂm

30 .Jan 2014 )+ 3 ThE Auckland Couned, hias
a --wummmmmmum.m-m
wunmumﬁms-mmm
Tth!nmlmmmmmmmmmm
.dmdu...MDnmpuwhuMndlnmmm

mmmm»umn.mmm-mmmo

Mmﬁm&hmmmwmmm.dmm
hmwm

d) bainp d for lower-priority use
foce reduclion. Is amon the uses with a lower .
New Zezland Hereld 30 Jan 2014 aro hat gone BT 5 U
m-lmm%rmﬂn%mnm..mm

30.42n 2014] .. Watercare's proposal mises the prospect of the river's
“aliocatabla flow” {tho percentogo of water thal cen be
! fo users whils 9 the waler body Is not

, oxcapl op dwellers or the eidery, was
g h 1 there would bo no noed for
Watercare lo rob from the Walkata River lo

The yearthal wny, Pad 2

30 Jan 2014].. ‘wastowaler coals lly afier &
eview by Walercare,

aler take shoukd nat bo taken for omathd

Gult News
Scoop.conz
(hip:ihwwiwr. acoop.co.nz/stosia

[0PATDVEDO217Amater-take-
[should-not-be-taken-tor-

i
30.Jan 2004 1
ol bo taken for granted,” sald Haural)-Walkato MP Nanata
Mahuls, "/l is ovident It 3t Wat: nta goeking fo
u:amw.mnummm:qenwum
150,000 they s'teady securo for Auckiand City.

21 Jan 2014 centrel Interceplor project. The Manukau Harbour
Soclely, Onehunga Enkanzement Soclaty snd Mangere
Bridge Residente and Retepayors Group hava lodged a joint
appaal to the Environmen! Count over the 13 kilomatra

Waler quality

31 Jan 2014 3 on

voluma of troafed wastewater discharged Inta the Manukeu

Harbour, rather than s comg , your :

G W (N Courlor, Y 24) gives o

mistoading Improssion of tha impact Watercare's activitios

-hmwﬂuludmvhnmmwumﬂﬂyiummho

consliderable improvements 1o the harbour's waler quality
tha decade.

North end South

oxoculives, last yoar
In January)|defended salaries of neary S800,000 for council chiof Doug

end Watercars CEQ Mark Ford

Totaly

[
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Monthly Statistics Update

WATERCARE SERVICES LIMITED Jan 14

Rainfall i
Rainfall Curcent Month 112 Mth Cumulative Railiuﬂ Rainfall Current Month_ |12 Mith Cumulative Rolling
Actunl - Upper Mangatawhiri 69 mm 1810 mm Aclual - Lower Huia 96 min 1974 mm
Monthly Rainfall Monilily Rainfall
Upper Mangatawhiri Lower Huia
450 ‘;’ﬁ 350 —— 2,500
o - ;
2 30 i W ‘ :% : =g
B . : 1:m'g - 1500 8
z : 1000 E | 2 =
w0 ¢ 800 ¥ 2 150 10008
s ::g : 600 & E 100 =
: | 400 = 500 e
ST I FERIEET :
o MWL RN LN R ERLERLOEEL o o
F M A M J 4 A 8§ O N D 1 F M A M J | A § O N D I
B Cuienit Year IR Cwrieid Yom
e Uisteneal Avergi p—stareca] An toge
= 12 Menth Rolleg: Dy Tutal e |2 Marth Reling Cum Total
W ater Praduction - Metrapolitan Supply - o
Current Month |12 Month Rolling Ave
13000 Hygontiily Volume (000m’) 12351 11,820
. 12,000 ®
e E |Average Daily Production 398 387
" e
10000 > |Peak s 453 433
9,000 i;,:
. R _HN _B§ . 8000 §
F M A M ) I A 8 O N D ) e
’ B e Daly Peda (A
' e Pedbalan ik Y ‘
—t— Wt Iy Vodume
Treatell water volumes for the monih Treated water volumes 000m") | Current Month Year to Datc
Oﬂ!:f;:\ﬂﬂ Southern dams 7461 60% 60,452 64%
Wﬂ“:mﬁ'ef Westcrn dams 2270 18% 19,461 21%
Waikato rives 2,171 18% 11,412 12%
Onehunga aquifer 449 4% 2,679 3%
Southern dams Total 12351 100% 94,003 100%
Weslem dams =
18%

Wastewster Tromtment - Metropotitan Trowtment =~~~ ==~ == == E R i e ]
- Current Month |12 Month Cumulative Ave
800 - Monthly Volume (000m”) 8,080 11,580

” 133 ' Average Daily Production 261 390
B 500 - B |Pcak Day Mangere 263 572
S 400 - I
> 300 . -
=200 =
& 100 ¢ 2
(=]
1] ' ' . W s
F M A M J J A S O N D
E A Ui e i 3y
Fo i enatay pieeh ity
—— Mort] I Viduire
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Network Stafistics

WATERCARE SERVICES LIMITED  Jan-14

3 Days Notice of Planned Shut Down

100%  100% 100% 100% 100% 100%
k g12c|(;| \ ’ " . . . ’
S @000 ¢
: E i 738 Tarqet 95% Passing

800,y 640
O e00 522 7
Emu I 310 I 72 316
143 l

. E 200
a§ . l . l.-, © o 0 o o
| B T T T T . S T S VN
'8 A S B S R T
[ ’yvﬁﬁ&éﬁ'ﬁf'q&&#@ﬁ‘@

Strategic Performance Objective 23 b

‘Maintain good customer relaliunshdips - 100% of customers reccived at
least 3 days noticc of planned shutdowns

Comments: Target acheived

Notification

% of Customers Receivin

[Response to Wastewater Blockages within One Tl
' 600 95% S7% 98% S7% 98% 8% 98%

-

400 - Target 98%

Passing

No. of Wastewater Blockages

320
271
i 210 30 225 228 54
200
1
ol 0 0 0 o o

L N I T R R S
9@“&0”@#&“#‘@“&’@@?‘

ﬁralc—glc Performance Objective 25 b

.[Rcslorc Service Capacity - 98% of Waslewater Blockages Responded
to within one to two hours

Comments: Achieved at 98%

|
l
|
!
|

f'

Inplanned Water Shutdowns Restored within 5 hours

~—a—
-

97% 87% 98% 98% 99% o709, g%

o
=]
=1

Strategic Performance Objective 25 a

Wik —— — Restore Service Capacity - 95% of unplanned water shutdowns were
i g 205 282 - Target 95% Passing g Frcslorcd within 5 hours
i 262 263 g |
- - 214 a3 g !Comments: Achieved at 98%
2200 r |
-} : E
© g100 |
g . o [} 1] o ]
- LS oD e e s P I T R
| Y ¢ F (& W @ |
IWater Interruption Frequency PR o
500 <[itliess nan 10 o ‘Strategic Performance Objective 24 a
D )
s ?'.59 ?fo = 745 7f6 7,58 7:’" & [Maintain Service Capacity - 10.0 water interruptions per 1000
S o TE i @ ‘cﬂnncotmns per year
. g 300 262 263 243 282 i 5 |Comments: Achieved at 7.6 interruptions
g 214 g | A
= £
£ 200 |
5 .
8 100 ' g
E 0 0 o o o =
- .
] R I B T SRS o e » k-]
| ~ ¥ & g o S & & I & RO
Ih‘rhﬂ Breaks and Chokes Interruption F requency
i - 87 _Maximum less than 10 per 1000 properties per year Strategic Performance Objective 24 b
L]
B g0 Maintain Service Capacity - Irequency of sewer breaks and chokes
8.R 8.7 . Y
8 ' s ¢. 86 g5 g, % (unplanned iaterruptions) at 100 per 1000 propertics per year
@ 400 351 : =
g _§ 2"{3 244 259 264 263 259 g_ ég ‘Comments: Achieved at 8.4 breaks
[} 3
5 &00 - -
{ o oy
- 6 o o o o &%
g . H 2 it
~ P I R R T S AN PO RIS
! M AR A R A A T A

[ PageBio




Management Report
Network Statistics

WATERCARE SERVICES LIMITED  Jan-14

|Operations - Number of Dry Weather Overflows

- Key Performance Scorecard

60 Target of less than § per 100km pipes per year i 5
% : — § . Dry Weather Overflows not to exceed 5 per 100km of pipes
! i -
40 i s ' Comments: Target mel
5 291 ?} : ey
g 22 238 2m g, £g
s 2 15 . 178 2e,
[ 11 ] '
ST !
3 gm ®* 00 o g .
< B R > ;
ﬁ&f&@&@@&@@& |
[Water Quality Complaints
5.5 500 Water Quabity Complaints not to exceed 5 per 1,000 customers per
Target lesg gan 5 _per fhou cuslomers per year year
42 4 2 - . 400
& Comments: Target not icl
| -g_ 3 34 35 w00 E ge
S8 211 200 g . Due to a single event in Massey resulting in our 100 calls
b 190 =
0=
a 111 123 ‘25 i 3 "5 ;
& 100 'éc :
;o ! @
Z o o 28|
P = [
H E
:_ 0‘} & & * & @5‘ & ‘\ﬁ‘ & s |

[ vagenio




Management Report
3 8 .
Customer Service January-2014
| Grade of Service and Call Volumes
} : Grado of
60,000 - rade af Service s Coll volume 100% Target Actual| Variance| 12 Months| Variance Calls|
54,000 - A TN 90% 80.0% 1.0% RA G 4.6%| 30,566
48,000 - 80%
42,000 - 1 70% Comments:
E 36,000 - 60% g This target was achieved. The GOS larget has been achieved for
2 30,000 - 50% & leleven conseculive months.
3 24,000 40% 9
& 18,000 - 30% g Please note: Call volumes exclude First Conlact figures.
12,000 20% = liKey:
6,000 10% . /IGOS: Grade Of Service
o 1 0% 12 Months: Rolling 12 months | Calis: Call Volume
FM A M o ] o Formula: Calls answered within 20 seconds /
A CaVa'ume N s Targer (Offered Calls - Abandened Calls within 10 seconds)
e
" I; A 2 . 4 i olum .. = ‘S',s'}
60,000 - Abandonment Rate and Call Volume 8% Target Actual] Variance| 12 Months Varisnc;‘[ Calls|
54,000 - 7% 3.0% 1.0% L% 1.4%| 30,566
48,000 -
42,000 - B E Comments:
£ 36,000 I 5% a (|Both the month and rofling 42 month targets were achieved. The
£ 30,000 1 4% 3 [labandonment rate increased by 0.8% compared to the previous
2 24,000 3% 3 [Imonth.
& 18,000 | o B
12,000 | g P!aase note: Call volumes exclude First Conlac! figures.
6,000 1% 5
0 0% AR. Abandnnmenl Rale
F M A M 1 A S 0O N D 12 Months: Rolling 12 months | Calls; Call Volume
4 CallVitume « - ARAuM m.f... Formula: Abandoned Calls / Offered Calls [ .
s o e . - Jom . ..
erage H i
- andling Vompancs Cull Yol e 298 " Target]  Actual| Variance| 12 Months Vn_ﬂnrme] Calis,
60,000 - . x T E R TS
54000 ,t- 4 290 2!’0.0 11 4I. :L,Il .10. r&b
a8 uoa | 285
g 42,000 ! | 280 Comments:;
5 36,000 275 The average handle time larget was achieved. The average
30,000 - £ [Ihandle time has been achieved for twa consecutive months.
270
3 24000 | s 3
18,000 -! "
12,000 - 260 Please note: Call volumes exclude First Contact figures.
6,000 255 Kw‘
0 250 AHT: Average Handling Time
F M A M S 0O N D 12 Months: Rolling 12 months | Calis; Call Vo.ume
Cotolume P— Aitvi Formula: Agent talk Duralion (secs %f Anwmid Calls
l Customer Corrvespondence and Resolution within 10
It
Custonne Correspondenoe and Resolution SLA% Aclual[ Variance| 12 Mnuihsl Variance| SRHs)
| 400 e T - . 1.2%] Caw|  nom9
g a0 . . . .
- £ 300 |
H g’:osg 95%  I'Both the month and rolling 12 month targels were exceeded.
E 2,750 93% §
T 2400 - ®
Do | 90%
£ 1700 | sew  [laox:
8 1,350 l SLA: Service Level Agreement
1,000 1. - 85%  |CO: Comespondence | SRs: Service Requests
M A M J N OB Formula: (CO SRs resolved in time + CO SRs unresolved in time)
Shs sunmm SUA Target /Number of SRs ey p——na)
) I———
Page Bl




Management Report
Customer Service Jamary-2014
| Customer Complaints and Resolution within 10 dtiA
Customer Complaints and Resolution SLA% _'Eom_lﬂ_a@ - 2
_ Target Actual| Vanance| 12 Months| Variance| SRs
il " o 95.0% aon] W 07w 155
a0 | ° . =
g g - ] %% Comments:
3 250 e 0% The monthly target was not achieved, however the rolling 12 was
£ 200 E met. The number of complaints decreased by 27% compare {o lhe
s previous month,
[ 4 85%
E 150 l
3 { coi Key:
i SLA: Service Level Agreement
- | l s59  [|CP: Compiaint | SRs: Service Requests
e Formula: (CP SRs resolved in time + CP SRs unresolved in time)
F M A M S O N D J / Number of SRs p——
— 5 fl -y -
g r P _':f""_" o » -, i YT : e _‘. apnt
95% - 95% ___Time| Comm| Deliverl Overalll Target; Variance
N BNl W BN s00%| sow
90% 90% . '
Comments:
85% -
i.: l 85% This targel was achieved. All three segments achieved the
g 80% - 80% ;."' target of 80% or more.
75% - 75% g Resulls provided by research conducted by TNS.
This Is for faull related calis only.
70% 70% Koy:
F M A M Time: Don't waste my time
Comm: Communicale with me
“ Civerall Iwne - Comm o Debver Targel nDeliw_ Deliver lo me
; ) |
95% s 95% || Time| Comm| Deliver| Overall] _ Target] Variance
85 20% 81 5% BT &b O™ 80.0% 6.0%
908% - - 90% -
=*® 85% .I 85% Cominents:
= ; This target was achieved. All three segmentis achieved the
& 80% - + 80% 3 [|target of 80% or more.
(]
75% - v‘ 75% ;E; Results provided by research conducted by TNS.
|' This is for fault relaled maintenance only.
70% - 70% Key:
M A M Time: Don't waste my time
Comm: Communicale with me
Khostot) Time. come - tilivey saiget Deliver: Deliver to me —
e - S = e -
[ I‘.‘. [ A8




Period 07 - January 2014 INFRASTRUCTURE GROUP DASHBOARD APPENDIX C

CAPITAL EXPENDITURE
— e e - - :’m}
Y= . A= = RRET g T FT S T T
- . 3 y
»' 3 L) f
:' R R NS
Walcr Projocts {=52m)
C-100497 Hunuas N2 4 Progiamme R Meintosh AT e L "
c-11810 Netih Harbour Warlermain Duplication A Spittal L 148 e
c-10251 KHR V/ater Trnzmission J. Rotmon . T (3 L
C-11z32p HNorth Frankiin Programma 8. Groce 23 .t LR o
C-10103 Asdmore rapid restorl & shudg handhng G. MckKende LF-9 g 206
C-11980 Wieikalo Expantion to 150MLD T Bamy "ty 7 L]
C-10133 Maungawhau Security of Supply T. Commell 2w = "
C-10360 Domaia No. 2 Watermaln D. Moo - o LY
C-11881 Riverhoad Reservolr D Moore - 1860 L]
C-11681 Albany Second Roscivol J Eadizy B S T oy
c-10370 Wit Hotzson Upgrade D, Maare . s "
c-11781 Sandason Rd Water Treatamen! Piant S Gmce “anr " 1
c11798 Orakoi Watermain Replazement D Moot gy ER .
C-11074 Standgl J Enrdioy - e e
C-11782 §1 Hober Mo.1 Watarmain Duplication J. Bronnan el - -
Water Prejects =$2m = B EEEEREE V. feammee
Othar Weler Projocts " - e 32 can
ca2n12 1000 Watet Cophtahsed Inlarest e e
Total Water Projects L ee, 03 125 .8 asae
lm&a 1 Projocts (>$2m)
Contra! Intercoplor Feasiteldy Design D. Ward we me 188 e
C-10017 Biosolds Pukotutu Rerabilitatn P Gowans e e b
C-11436 Narthem interceplot - Stage 1 T. Bamy - Ll LT
C-11077 Mangero WWTP BNR Capacity 5. Halas LAY _ 3 'y L .3
C11682 ﬂmvum &pﬂﬂm?ﬂhﬁl 5. Hatlos (8 ] -t -
G-10015 it WiV 5 P. Maorscha'k A T = e
cA1827 Pukakahe Trurk Sewer Upgrad J. Robson e " L
c-11207 Howick Diversion 5 Saundem - . - el
C-12001 Snef s Algies WWTP ocean outtet T. Morey i i e e
C-11421 Banys Pt WW Pump Station & Storago Tank 5 Saundors . ey ™ i
C-10478 PiEngtend Storage Tonk & Br Sewer M Imbioz m» e
C-1047 Mangjero WWTP Dgester 8 J Rebson L o asd
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Report to the Board of Watercare Services Limited
Subject: Auckland Council LTP 2015-24

Date: 18 February 2014

1. BACKGROUND

Every three years Auckland Councit appraves a L.ong Term Plan (LTP) which covers a ten
year forward period. The LTP iz a group-wide pian and is audited by Audit New Zealand on
behalf of the Auditor General, Watercare is expected to fully participate in the LTP process
and provide financials, performance measures and text for inclusion in the LTP. A draf of the
LTP is distributed for consuitation and following consuitation (and submission hearings), a
final LTP is adopted.

2, PROCESS

The LTP process is developed and managed by Auckland Council. The process is
commencing on 26 February 2014 with a Scene Setting Workshop; the audience for this
workshop is the Auckland Council Governing Body, all Local Board members, IMSB, CCO
Chairs and Chief Executives and the LTP Steering Group. David Clarke and Brian Monk are
attending on behalf of Watercare.

A copy of Watercare's input to this day is attached as Appendix 1. Also attached are the
following:

e Appendix2- Mayor's Letter re workshop on 26 February 2014

* Appendix 3- Agenda for 26 February 2014

¢ Appendix4- Key Phases and CCO Planning Tirmealine

e Appendix 5- LTP 2015-25 — Key Process Milestones (Draft)
Within Watercare, Rebecca Chenery will lead the project management of our involverent in
the LTP and act as a single point of contact with guidance from Brian Monk. Rebecca will
develop a Watercare timeline for the project once key dates have been confirmad by
Auckland Council. Watercare input o the LTP will be audited by Deloitte,
A new feature of the LTP is the requirement for Auckland Council to include a 30 year
infrastructure Strategy cavering inter alia water supply and sewerage and sewage disposal.
Appendix 6 aftached backgrounds Auckland Council's current thinking on the Infrastructure
Girategy.
3. RECOMMENDATION

That the reporf be noted.

Report prepared and recommended by: Approved for submission by:
BT Monk ...................... K MFord ........................
Chief Financial Officer Chief Executive
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5 Facts About Watercare

Watercare is committed to providing the best possible service to all Aucklanders, Since assuming
responsibility for retall supply, we have introduced a single water tariff, reducing the unit price paid
by all consumers across the region, and standardised the household wastewater tariff. We are also
making good progress on replacing the 44 existing commercial wastewater charging regimes with a
simpler, region-wide system, and on ensuring rural services meet the same standards as the
metropalitan network provides.

Each day, Watercare supplies some 330 million litres of water to the Auckland region, and treats
about 408 million litres of wastewater to a high standard. We operate 12 dams, 20 wastewater
treatment plants, 21 water treatment plants, 84 reservoirs and 16,000 kilometres of pipework.

Watercare is self-funding: we receive no income from rates, and are prevented by faw from paying a
dividend. All revenue is used to fund our existing operations and to develop new infrastructure that
will meet Auckiand’s expected future needs.

The upgrade to Watercare’s Mangere wastewater treatment plant between 1998 and 2003 not only
enabled the restoration of costal tidat fiats and the rehabilitation of some 13 kilometres of coastiine,
it also reduced pathogens in the treated wastewater 10,000 fold, raising water guality in the
Manukau Harbour to its highest level since the 1930s.

Watercare's active encouragement of demand management initiatives, combined with the
introduction of velumetric charging, has made Aucklanders the most efficient water users in the
country. Total per capita consumption {274 litres per person per day} is tower than in any other New
Zealand city.



Watercare Service Delivery Initiatives

1. Building a Customer Focussed Organisation ~ Continued focus on initiatives that build on the progress made
since integration and deliver further customer service improvements.

a. Customer, Billing and Asset Programme — A strategic initiative to transform the customer, billing and
asset systems used to support our customers. This programme will deliver enhanced customer
interaction channels, faster and more efficient billing and improved asset management capabilities.
Watercare bills its 450,000 customers on a monthly basis, generating over 20,000 bills per day. The
timely processing of accurate data from the meter through the rating and billing processes is critical
to Watercare's ongoing ability to be responsive to customer needs.

b. Revised Customer Contract - An initiative to develop a new customer contract which will replace the
existing customer contract (“Working With You”). The new customer contract will:

* establish the tone for our relationship with customers

* provide more clarity and meaningful information on our processes
use language that is more easily understood and a format that is more customer-friendly
live online in an-easy-to-print version and save in-house printing costs
reiterate our vision to provide outstanding and affordable water services for all the people
of Auckland

¢ Water Efficiency Initiatives for Business Customers - Development of a high user programme and
toolbox to assist business customers with strategies and tools for becoming more water efficient.
This initiative aligns with the implementation of the new non-domestic wastewater tariff and
contributes to demand management.

d. Update BRANZ Water Research — An update to the 2008 BRANZ research on water use in Auckland’s
households to reconfirm wastewater discharge percentage data and average water use per person.

2. Skilled and Engaged Staff — Watercare recognises that trained, knowledgeable and engaged staff are key to
delivering great customer service. The annual staff engagement survey provides a good opportunity to
measure progress, and to focus efforts on those areas that need improvement as well as reinforcing those
areas that are working well.

3. Non-Domestic Wastewater Tariff - Implementation of the new non-domestic wastewater tariff which will
replace the 44 legacy non-domestic wastewater charging regimes, remove current charging anomalies and
bring greater fairness to the region.

4. Trade Waste Bylaw - Implementation of the new Auckland Trade Waste Bylaw which comes in to effect on 1
July 2014 and standardises the regulation of trade waste discharges across the Auckland region. The new
bylaw replaces Auckland’s four legacy trade waste bylaws and seeks to protect all people, the environment
and the public wastewater system from adverse effects of harmful discharges to the environment, and
encourage waste minimisation and cleaner production.

5. Increasing Efficiency and Reducing Wastage - Continued commitment to ‘affordability’, driving initiatives
that improve efficiency and reduce wastage

a. Chemical Optimisation Project - This initiative seeks to optimise the use of chemicals and reduce
total chemical costs by improving chemical selection and dosing rates. In addition Watercare is
undertaking an initiative to review chemical costs and implement a strategy to ensure best prices
through improved planning and supplier relationships.

b. Water Losses — Continued drive to reduce potable water network losses through a sustained and
substantial programme of detailed network analysis, detection and remediation. The move to
monthly billing has allowed customers to more closely monitor their water usage and subsequently



enables them to detect leaks earlier. Watercare will continue to work with customers on the timely
resolution of leaks to further limit water losses



APPENDIX 2

o g Officealthe, oo,
Wiayor of s+
Auckland =ss

14 February 2014

Dear Colleagues
LTP 2015-25

As you will be aware, we are embarking on the process of the next Long-term Plan now, in
order to allow time for a mere in-depth review of our activities and associated costs.

difficuit choicas, both the Governing Body and the Local Boards, in order to achieve gur long
term goals while continuing to manage our finances in 3 prudent way.

While it does seem very early to be starting work on a plan that will not be finally adopted
urttil June 2015, you will see from the attached high-tevel timeline, that there is significant
work that needs to be compieted by the staff of the council and CCOs over the next §
months in particular. it is also timely for the Local Boards who are now working on their 3
vear Lacal Board plans to he putting these in the context of the challenges ahead and the
overall ten year budget of the council, Those Loca! Board plans will thern come back to us in
time fo inform the governing body decision mzking on the draft LTP later in the year,

We are kicking off this LTP with g “scene setting” day on 26 February, You have all been
invited to participate in this and I'strongly encourage you to come along. The purpose of the
day is to start thinking about the hig challenges facing Auckiend, what we are currently
delivering and where that wilf take us,

The day has been divided inta two sections. In the morning some external spealkers will talk
about some macro issues — the changing demographics of Auckland, building a mare
prosperous economy and city shaping for a globally competitive city. The afternoon session
will give a high level “stocktake” of our current activities and some of the strategic issues

facing us,

OFFICE OF THE MAYOR OF AUCKLANG

Aucklend Yown Hail, 302 Queen $t, Auckland 1010, New Zealand
Private Bag 92300, Wellesley St. Auckland 1 142, Mevwy Zeatand

T +84 5 301 0101




This should be a thought provoking day which will allow us to then move into the next stage
of the process when we stert to grapple with some of the choices we need to make for the
next 10 years.

| loak forward to seeing you there.

Yours sinceraly

Lefe Brown
RAAYOR OF AUCKLAND



AGENDA: Auckland Council Long Term Plan — Scene Settin

APPENDIX 3

26 February 2014

Audience: Governing Body, all Local Board members, IMSB, CCO Chairs and Chief Executives, LTP

Steering Group

Venue: Upper NZI Rooms, Aotea Centre, Auckland

TiE AGENDA
£:30am Tea and coffes on arrival
9:40 — 9:45am Karakla Mihi - Bobby Newson
945 ~ 9:55am MC {Rod Oram): Welcome
9:.55am - 10:15am . Mayoral Address

10:15 - 11:002m

"A Global perspective on a Liveahle City™: Gardon Price

Gordan was elected for six consecutive terms as a Councillor during Vancouver city's
transformative years, and is now the director of the City Program at Simon Fraser
University. Gordan speaks on urban issues and the development of Vancouver in
cities around the world, and is also regu:ar lecturer on transportation and land use for
the City of Portland, Oregon and Portiand State University. He sits on the Boards of
the International Centre for Sustainable Citias.

Key Themes: A global perspeclive on competing to be a "liveable’ city. Reflections on
the strategic choices required to effectively and efficiently transform a city to compete
on the global stage. Giobai trends in the urban and transportation spaces and what
this might mean for New Zeaiand and Aucklznd.

11.00 —11:15am

Audience feadback session:
Which Transformational Shifts should Auckland Council focus on in order to win the
global competition to be the World's Most Liveable City?

11:15 ~ 11.30am

Morning fea

11:30 - 12.00pm

Demographic Trands: Natalie Jackson
Natalie Jackson is the Professor of Demography and Director of the Nationai institute
of Demographic and Economic Analysis at the University of Waikato

Key themes: Auckland’s people — what our community will ook like in the future
Specific focus on the different drivers and patterns of population ageing unfolding
across and within New Zealand and Auckland specifically, and the consequences of
dermographic trends for our econamy and society including what focal government will
need to plan for and provide in the future,

12.00: —12:30

- the Reserve Bank of New Zealand, Chair of Hugo Group

Investing in Auckiand: Arthur Grimes
Arthur Grimes is the Adjunc: Professor at the University of Auckland, Former Chair of

g Workshop



it

1230 - 12.48pm

12:45 - 1:45o0m

;

§ - 3:05pm

ral
o

I"y:45 —2:05pm

AGENDA ) -
Key themes. lnvesting in Auckiand: the process of building a mone prospercus,
competitive and mrore atiractive city: choices areund growth, infrastructure and
sifordabifity

—_— R s ram i am———

T Audience feedback session: !

| Given what we ve heard about naticna: trends, what are the strategic debates thal
should be taking place throughout the course of the LTP process?

LUNCH
Lunch will be in the Limelight Room.

Aackland Counci's Financial Strategy: @ presentation by Andrew McKenzie (Chiet
Financial Officer, Auckland Council)

Key themes: SJstainable financial management, fnancial constraints. slrategic chowes
and trade-offs. affordabiity

Auckiand Council Business Briefings: Part One*
20 minutes oresentations/question time on the following themes.

Presenters will cormment on their current business plan and its key drivers; the extent
| to winch thewr curvent plan contributes 1o the delivery of the Auckland Plan; significant
| trends that might impact on the detivery of their current plan; spponunities, thieats or
" challenges for this pant of the business including obstacles to delivering the Auckland
. Plan.

| 1. Water Supply and Wastewater by Brian Monk (Chief Financial Officer, Brian
Mork)
2. Transport, by David Warburion (Chief Executive, Auckland Transpest)

3 Parks, Commuraty 8 Lifestyle, by Dean Kimpton (Chief Operating Qificer, Auckland
Councily

Audicnce feedback session:
What are the 2 — 3 most relevant challenges and opportunities in these parts of the

business?

3720 - 3 50pm

I Auckland Council Business Briefings: Part Two*

Afternoon Tea

20 minules preseations/guestion time on the following themes:

1 Economic and Cuitural Development, by Bretl O'Riley {Chef Executive Oflicer,
Auckland Tourism Events & Econamic Develcpment) end Robert Domim {Chicf
Executive, Regional Facilities Auckland}

Environmental Managemant and Regutation, by Dean Kimplon

City Development, oy Roger Blaketey (Chief Planning Officer, Auckiand Council) |
Governance, by Grant Taylor {Governance Director Auckland Council) [10 minutes |

Ll

only]




j TIE | AGENDA

Spm — 5:20pm Audience feadback session;
Glven all that we've heard, what are the ‘game-changers’ for Auckland?
What should be our 2 — 3 priority areas to drive the implementation of fhe Auckland
! Plan over the next 10 years?
| What can we afford not to do?

520 - 5:30pm Closing remarks from Red Oram

5:30pm Close with a karakia folowed by drinks and networking

* The order/sequence of the affemoon Business Briefings is subject lo change
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APPENDIX 5

LTP 2015-2025 - Key process milestones

Dzrection for the LTF ls providad by the Maynr

Milestone Definition Delivery Date
Set up {Jan 2014)
Pianning compiete| Project set-up and detailed planning complete 31 Jan
Process Communicate process to elected members, IMSB and CCO 31 Jan
communicated | Chairs / CEs
Scene setting (Feb 2014)

Strategic Adviscry | Strategic Advisory team established, briefed and ready o 24 Jan

| team operational | engage with business
Guidance Guidance provided to the business on requ:rements far the 30 Jan
distributed scene setting phase L
Potitical workshop | Scene setting workshop for e]ected rnembers IMSB and 26 Feb

' CCC CEs ¢ Chairs -
Staff workshop Scene setting workshop fcr staff supporting the LTP 27 Feb

" Debrief Internal debrief foltowmg scene setimg workshops 28 Feb
Budget refresh Counoil parent changes due by 7 Feb 7 Feb 2014
close off CCOs changes due by 7 March 7 Mar 2014

ni'iéé:cttbfi-i'mtting {Mar 2014)

Direction set 5 Mar

b Gﬁfdancs T

local hoard workshops and GB commitiee meetings (below)

Guidance 6 Mar
distributed optiﬂne
: Options and bép;r;men{é._aqd CCOs undertake critical review of the 7 Mar ~ 30
advice developed | business and develop options / advice to deliver on the May
A mayor's direction.
A | Advice ié_:f'pfepared for each ‘theme’, with the support of a
-| stralegicadvisor. Ownership for the advice sits with senior
"thanagers
Acti\'fﬁy and asset planning work underway 1o support
options development.
Internal strategic evaluation {June}
internal evaluation| Evaluation feam underiakes a review of oplions and advice 2 - 20 June
of advice develaped by the business :
Cross business Cross business advice is developed for politicat 23 June — 31
~ advice developed | consideration — rolling timetable to deliver advice in time for July

Page 1 of 3




Political consideration of advice
1 Local boards I_ocal boarde wiil hold workshops ta consider the opfions 14 July — 1
consider advice and advice developed by officers Aug
GB Committees Economic Development Committee {1 Jul) 1Jduly~13
consider advice ;| Environment, Ciimate Change & Natural Heritage Aug
Committee {9 July}
Infrastructure committee (23 July)
Asts, Culture and Events committee {30 July)
i Parks, Recreation & Sports committee (5 Aug)
Communily Development & Safety committee (1 3 Augy
Politioal feadback | Feodback is providec by local board and GB Commitee on 14Aug |
provided the options and advice presented in order to inform the
-_Mayoral praposal s B L
Mayorat proposal
| Detisior-making Budget"Commiﬂee meeting to conéi}:'ler Locéraoard Funding' 14 Aug
on LBFP and LTP | policy anc praposed periormance measures {Budgel :
performance Commitiee workshop on 6 August)
measures : _
* Mayoral proposal | The Mayer will autiine his proposal for the draft LTP at fhe I 28 Aug
August Governing Body meeling i
| Engag;ﬁ:—éﬁ; és;g*dgc_ision-making
 Priofitisation | Guidance and prioritisation models distributed to local 8 Sept
models available | hoards {reflecting new-'@;’B_ﬁ_FP-) __ |
Local board Lcal board workshops held to discuss draft LTP 15 Sept — 17
workshops ard butgets/decisions and final LBP budgets. Local board Ocl -
meetings. meetings for drafl L1P and 1L.BPs .
~ Budget Committze; Budget Committee workshops — Four half day workshops 3 Sept
workshops over & weeks, Wil cover budgels, consultation iopics, 9 Sept
performance measures and targets, proposed financial 24 Sepl
policies, atc. 15 Oct
GB /LB 1" Governing body discussions with local boards T 20,22, 24 O]
_engagement e _ — ]
GB/CCO ' GB discussions with CCOs 29 Oct
 engagement | } . R ] —
Final LTP Budget Committee meets te make final decisions for 5 hov
decisions consultation / draft I_TI_:’__(Workshop on 30 Qctober) B ]
Adoption for consultation
[ Documents Consultation doeumnent. draft LTP {including infrastructure | 6 Nov — 5 Dec
! updated strategy), assel plans updated and finalised .
Local Board | ocal boards adopt local consuliation matertal 1-12 Dec
| adoption 1 e _ | .
© Gaverning Body udget Commities workshop on (if required) ‘. 18 Dec
Adoption Governing body meets 1o adopt consuttation document and '
[ draft LTP (workshop on 9 and 17 Dec) L

Page 2 of 3




Audit of draft LYP

« Audit undertaken of draft LTP and consultation document

TBG

Consultation and engagement (Jan / Feh 2015)

i
l

Public consuitation = Consuliation document and supporting infortation made 23 Jan -
availabla to the public . 24 Feb 2015
» Submissions open 23 January and close on 24 February
2014
Submissions a Analysis of submissions 25 Feb - 20
analysis March 2015
Budget refresh & Council parent changes due by 13 February 13 Feb 2015
close off s CCOs changes due by 8 March 6 Mar 2015
Hearings e Local heatings 23~ 2 Apiril
= Regional hearings 7~ 17 April
S 2015
' Budget update to | Budget Committee wcrkshop on (|f requfred) 31 March 2 Aprit 2015
i Budget committee | Bydget Committee meeting, -
Local board Local boards engage with efficers and consider budgets, 7 — 24 April
workshops and priorities. performance‘ialgets and advocacy fot!o\mng 2015
decision meetings | constultation "
LB - GB Governing Bedy holds dlscussmns wath Iocal boards pnf:ar to | 28 April— 30
discussions final demsiommakmg e Aprit 2015
TBC
CCO-GB Governing Body: holds dsscusszons With CCOs prior ta final 1 May 2015
discussions dec;sion making _ T8C
Deefsmwmaklng and fmal:smg LTP {Bﬂay 2015)
i Final decisions are| Budget Commt’tee meets 10 make ﬁnaf LTP decisions. 7 May 2015
| made ' ( '
: Updat% LBAs and | » Finarigiat s emem updaled if required 4 — 20 May
LTF‘ | #-Locat board agreeménts upBated 2015
. LTF' finalised, including Infrastructure strategy
» Asset management plans and other supporting documents
alsofipalised -
Adoption of LTP 2015-2025 (June 2015)
Adaption ~Te Locat ﬁ_ﬁé'fds adopt Local Board Agresments 9 - 19 Jun
» Bovertifig Body adopts final LTP including final Local 25 Jun 2015
Board Agreements (workshop on 23 June)
Audit Audit of finai LTP T8C
Past adaption
Document LTP available onling, at locat libraries, council offices and By 30 July
praduction & other locations as agreed. Mail out to key stakeholders, 2015
distribution
Project Wrap up | ¢ Submission responses sent August 2015
| & Past implementation review cormpleted

Page3of 3




APPENDIX 6
Auckland |2
Councii %

B Mttt o Tore Mt [Rmaisaeiss

Memo 11 February 2014

To: CCO CFO Forum

From: Tim Hegarty - Principal Infrastructure Planner, Spatial and Infrastructure Strategy
Subject: New 30 year Infrastructure Strategy for the Long Term Plan

Backaround

The proposed amendments to the Local Government Act have introduced the requirement for
Councif’s to produce 30 year infrastructure strategies as part of their Long Term Plan development.
This current bill sets out a number of minimum requirements for these strategies, while the
Department of Internal Affairs has also produced a “maock-up” version of such a strategy.

The minimurm requirements of the Strategy (as identified in section 101{6} of the Bill) are:

1. Water supply

2. Sewerage and sewage disposal
3. Stormwater drainage

4. Flood protection

5, Footpaths and Roads

6.

Any other assets that the local authority, in its discretion, wishes to Include in the straiegy
(such as public and aclive franspeit, public open space, and community facilities).

With regard lo these infrastruclure categories, the sirategy would require Auckland Council to
detail the following {as per section 10:1(3)):

1. Planning for mainienance, growth, and possible increases or decresses in levels of service
provided;
Managing, mitigating, or improving public health and environmental outcomes:
Managing the risks 1o, and resilienca of, infrastruciure assets from natural disasters, and

4, Managing the financial provision for risks to infrastructure assets from natural disasters.

This work will rely on base information taken from standard asset management planning. However,
untike the current LTP and AMPs, the infrastructure strategy has a planning horizon of 30 years
and necessarily has a broader “sirateg.c” focus.



In addition, while smaller authorities may have smaller scale investments in those asset classes
primarily excluded from the proposed amendments, Auckland Council has planned greater
Investment in:

e Public and Active Transport — including cycleways
e Community Facilities — including iibraries, sports centres, and swimming pools

¢ Open Space ~ Including regional parks. «

The scale of invesiment in these assels classes and the strategic aspirations associated with them
(e.g. through the Auckland Plan) provides 2 strong rationale for their inclusion within the
infrastructure sirategy.

A _Strategic Land-Use and infrastructure Tool

It is recognised that the Strategy is an opportunity fo intprove the integration betwesn land use and
financial planning, given the heavy demands of land use planning on infrastructure delivery and
funding. A collaborative process between the planning and finance divisions of Council with the
wider Council CCO family will be critical to delivery of the Strategy.

Belivering the Strategy
The production of the infrastructure strategy will utilise individuals across Council and the CCOs in

ponjunction with the cther aspscts of the Long Term Plan. Furthermore, the strategy has a strong
financial planning element that will be reflected in the project’s organisation. input from CCOs and
asset managers will also occur at key stages in the development of the Infrastructure Strategy. The
overall development of the Strategy will be an iterative process, recognising the various
interconnections with other sections of the Long Term Plan and the varicus decision making
processes involved.



Report to the Board of Watercare Services Limited
Subject: 2014/15 Financials for Auckland Council 2014/15 Annual Plan

Date: 14 February 2014

1. INTRODUCTION

In October 2013 Watercare provided to Auckland Council financial projections for
2014/15 for inclusion in Auckland Council's draft 2014/15 Annual Plan. These
financials were unchanged from the 2014/15 financial projections included in
Watercare's 2013 SOI and longer term financials provided to Auckland Council in
March 2013. Updated financials for inclusion in Auckland Councif's final 2014/15
Annual Plan need to be provided to Auckland Council by 7 March 2014. Financials
are also required for inclusion in Watercare's Draft 2014-17 SOl which is due to be
submitied to Auckland Council on 2B February 2014 and which is the subject of a
separate report on the agenda of the meeting.

2. PURPOSE

The purpose of this paper is to seek Board approval to the headline 2014/15 financial
projections that form the basis of the financials included in Auckland Council's final
2014/15 Annual Plan and also the financials for inclusion in Watercare's Draft 2014/17
SOl. These approvals include the projected 2014/15 price increases for water,
wastewater and the IGCs.

3. UPDATE ON 2013/14 PERFORMANCE

After seven months of actual 2013/14 performance, the organisation’s operating profit
performance is ahead of budget, debt is $35.2m beneath budget, capex is at 34% of
budget and the YTD FFO ratio is 3.15. Individual line items in the Statement of
Financial Performance do indicate some variances of note and in particular beneath
budget water and wastewater revenue in January may prove difficult to recover in the
remaining months of the year.

3.1 Revenue

YTD revenue totals $280.4m as compared with budgeted $271.0m as per the table

below:

Water /74 79.0 1.6 136.1 134.5
Wastewater| 163.6 164.7 1.1 283.1 282.0

Infrastructure Growth Charges| 16.4 14.6 | d 25.1 26.5
Vested Assets 14.1 3.9 7.8 16.7

Tax Receipt 0.0 0.0 0.0 0.0 6.1

Other 8.9 8.8 15.4 15.2
TOTAL 280.4 271.0 467 4 4800

Water and wastewater revenue fell 5.6% behind budget in January with daily volumes
less than both November and December levels. Budgeted volumes for February and
March are set higher again than January. The forecast for the year has been reduced
by the January YTD shortfall IGC revenue has been ahead of budget throughout the
year to date as a result of the South Auckland penitentiary payment of $2.69m in July
2013. Forecast IGC revenue for the year is $0.4m above budget. Vested asset

0%



3.2

3.3

34

3.5

revenue (non-cash) largely reflects assets transferred from Auckland Council at no
cost. The YTD gain resulting from some large transfers in November is likely to
remain and the forecast for the year is therefore $8.9m above budget. Sale of tax
losses to Ports of Auckland is now forecast for March 2014. This was previously
unbudgeted. Other revenue which includes the laboratory, new connections activity,
late payment charges, is oh budget YTD and expected to stay on budget for the full
year.

Full year forecast revenue is $480.0m compared with the budgeted $467.4m.
Operating Costs

YTD operating costs total $110.5m as compared with budgeted $113.1m as per the
table below:

OPERATING COSTS
Asset Operating Costs|  46.2 43.9 75.0 78.6
Maintenance Costs| 23.4 255 2.1 43.6 421
Employee Benefits| 23.2 23.0 40.6 40.8
Other Operating Costs|  17.8 20.7 29 36.3 33.5
TOTAL 110.5 113.1 26 195.5 195.0

Asset operating and maintenance costs YTD are a net $0.2m unfavourable to budget
with the variance between the costs primarily due to the account classification of
charges. IS operating costs YTD are over budget largely offset by Operations
underspend to date against budget. Asset operating and maintenance costs are
forecast a net $2.1m over budget for the full year mainly due to IS operating costs
forecast over budget and the forecast increase of operations spend in the later part of
the year. Other operating costs, YTD and forecast, are below budget mainly due to
lower professional services and general overheads.

Depreciation

YTD depreciation totals $120.1m compared with budgeted $117.0m. During the year
we have continued to identify depreciation rates on specific assets that require
acceleration due to the capital programme. Tightened capex procedures will result in
a reduction in the level of “unknown” accelerations, however total depreciation for the
year is now expected to be $203.9m compared with the budgeted $199.7m.

Interest

YTD interest expense in the Statement of Financial Performance totals $40.9m
compared with the budgeted $44.1m. The saving is a combination of lower debt
levels during the first seven months than planned, slightly lower rates and a higher
share of interest costs being capitalised via the capital programme. For the full year
interest expense is now forecast at $73.5m compared with the budgeted $75.1m.

Operating Surplus Before Tax
YTD operating surplus before tax totals $29.8m compared with the budgeted deficit of

$3.2m. For the full year an operating surplus before tax of $27.4m is now forecast
compared with the budgeted deficit of $2.9m.

A
~



3.6

3.7

3.8

3.9

Non-Operating Costs

The principal areas of non-operating costs are the revaluation of financial instruments
and loss on disposal of assets — both non-cash items; neither being budgeted. A YTD
gain of $28.5m on the financial instrument revaluation results from an overall increase
in interest rates during 2013/14 and the YTD actual is projected as the full year
forecast.

A loss on disposal of assets over the first seven months reflects ongoing work on the
fixed asset data integrity and relates to the write off of the book value of assets no
longer in service. An ongoing lower leve! of write off is projected for the remainder of
the year.

Net Surplus After Taxation

Net surplus after tax totals $21.4m YTD compared to the budgeted deficit of $2.5m.
The full year forecast is $19.7m compared to the budgeted deficit of $2.1m.

Capital Expenditure (excluding capitalised interest)

Total capital expenditure YTD is $166.3m compared with the budgeted $176.7m,
Within this, infrastructure spend totals $141.1m, being 100% of budget. For the full
year total capital expenditure is expected to reach 93% of budget at $325.5m.

Debt and FFO Ratio

Although debt has been beneath budget since the beginning of the year, it is expected
that by year end debt will be close to that originally budgeted ($1,482m). An FFO of

3.08 is now projected for the year.

2014/15 PROJECTIONS - STATEMENT OF FINANCIAL PERFORMANCE

Statement of Financial Performance projections for 2013/14 and 2014/15 compared

with 2012/13 actuals are as follows:

2014/15 PROJECTIONS
STATEMENT OF FINANCIAL PERFORMANCE
REVENUE
Water 135.0 136.1 134.5 141.5 138.5
Wastewater 286.0 283.1 2820 2852 292.0
Infrastructure Growih Charges 20.7 251 255 36.5 341
Vested Assels 20.9 7.8 16.7 5.0 6.0
Tax Receipt| 00 0.0 6.1 0.0 8.4
Other| 20.0 15.4 15.2 15.C 15.5
TOTAL REVENUE 482.6 467.4 480.0 493.1 494.4
OPERATING COSTS
Asset Operating Costs 78.7 75.0 78.6 82.5 77.2
Maintenance Costis. 43.5 436 421 455 44 4
Employee Benefits 371 406 40.8 414 43.0
Other Cperating Costs 325 36.3 335 31.9 37.0
DEPRECIATION 185.0 199.7 203.9 210.1 210.7
FINANGE COSTS 7186 75.1 735 81.7 79.5
TOTAL OPERATING EXPENDITURE 4485 470.3 4724 4931 491.7
|OPERATING SURPLUS (DEFICIT) BEFORE TAX 341 75 27
INON OPERATING INCOME/{COSTS) 29.4 0.0 19.9
[Tax 232 7.7
]NET SURPLUS (DEFICIT) AFTER TAX 40.3 19.7
03




Economic assumptions applied to 2014/15 are as follows:

Infiation - Opex 1.50%

- Capex 3.50%
interest Rate 6.14%
Connected Population Growth 1.98%
Water Demand Growth 1.43%

4.1 Revenue

The proposed 201415 annual plan revenue totals $484.4m as compared with the
2013/14 forecast of $480.0m.

4.1.1 Price Increases

The 2014/15 revenue projections for water and wastewater include a proposed price
increase of 2.4%, This compares with 3.5% for water and 3.75% for wastewater
included in previous financials for 2014/15. A 1% variation in price increase impacts
$4.2m on revenue in the year. The urban IGC is projected to increase from $8,500
{excluding GST) to $10,500 (excluding GST) in iine with previous projections. Rural
IGCs are projected to increase by 2.4%. A review of IGC pricing policy is planned as
part of Watercare's process for inputting to the Auckland Council Long Term Plan
2015-25,

412 Water Revenue

Water revenue is projected to increase to $138.5m in comparison with the 2013/14
forecast of $134.5m. This is comprised of the 2.40% increase in price, 1.4% in water
demand growth partially offset by a net 0.9% reflecting an adjustment for weather and
an expected reduction in water demand due to the introduction of Non-Domestic
Wastewater tariff.

4.1.3 Wastewater Revenue

Wastewater revenue is projected to increase to $292.0m in comparison with the
2013/14 forecast of $282.0m. This is comprised of the 2.40% increase in price, 1.4%
in water demand growth partially offset by a net 0.3% reflecting an adjustment for
weather and an expected reduction in water demand due to the introduction of Non-
Domestic Wastewater tariff.

414 1GC Revenue

IGC revenue is projecied to increase to $34.1m in comparison with the 2013/14
forecast of $255m. This reflects the increased price outlined in 4.1.1 and an
estimated new connection volume of 5,000 HEU's — Noting that some of these HUE’s
will be at prior period prices.

4.1.5 Vested Asset Revenue
The revenue plan for 2014/15 includes vested asset income of $6.0m in comparison to

the 2013/14 forecast of $16.7m. The 2013/14 vested asset income includes a large
one-off receipt for the Long Bay development of $8.2m.

G4
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4.2

4.2.1

4.2.2

423

424

4.2.5

Tax Receipt

The revenue plan for 2014/15 includes the sale of tax losses to Ports of Auckland of
$8.4m in comparison to the 2013/14 forecast of $6.1m.

Other Revenue

Other revenue for 2014/15 at $15.5m is consistent with the 2013/14 forecast at
316.2m.

Expenditure

The proposed annual plan operating costs total $491.7m as compared with the
2013114 forecast of $472.4m.

Asset Operating Costs

Asset pperating costs are projected for 201415 at $77.2m in comparison with the
2013/14 forecast at $78.6m, The reduction in projected operating cost is primarily due
to savings in energy from a negotiated reduced contract price, a reclassification of IS
operating costs to overheads, which are included in Other Operating Costs, partially
offset by inflation, growth and reduced energy requirements in 2013/14 dug to the
current wetter than normal summer reducing the draw on the Waikato river.

Maintenance Costs

Maintenance costs are projected for 2014/M5 at $44.4m in comparison with the
2013114 forecast at $42.1m. The 2014/15 projected increase is due to inflation at
1.5%, growth at 1.4% and a planned increase in maintenance at 2.6%. The increase
is primarily a spike in planned major maintenance comprised of digester and reaclor
overhauls at Mangere together with a digester overhaul at Rosedale water treatment
plant.

Employee Benefits

Employee benefits are projected for 2014/15 at $43.0m in comparison with the
2013714 forecast at $40.8m. The 2014/15 projected increase is due to a projected
payroll increase of 3.0%, growth at 1.4% partially offset by an increase in labour
recoveries for employees charged to capital projects.

Other Operating Costs

Other operating costs are projected for 2014/15 at $37.0m in comparison with the
2013/14 forecast at $33.5m. The 2014/15 projected increase is primarily due to
inflation at 1.5%, growth at 1.4% and a reclassification of IS operating costs from
Asset Operating costs partially offset by Onehunga one-off costs in 2013/14.
Depreciation

Depreciation is projected for 2014/15 at $210.7m in comparison with the 2013/14
forecast at $203.9m.

2

/T



4.2.6 Finance Costs

4.3

4.4

Finance Cost

Gross Interest| 80.1 86.9 87.0 95.5 95.5
Capitalised Interest| © ) (11 8) 138 (16 0
Finance Cost| 71.6 75.1 73.5 81.7 79.5

Finance costs are projected for 2014/15 at $79.5m in comparison with the 2013/14
forecast at $73.5m. The increase in gross interest is primarily due to increase of
projected average debt of $1,554m for 2014/15 compared to forecast $1,418m for
2013/14. Average interest rates are projected to increase from 6.11% for 2013/14
6.14% in 2014/15. Capitalised interest is projected to increase due to the number of
projects which meet the capitalised interest policy criteria.

Operating Surplus Before Tax

Operating surplus before tax is projected for 2014/15 at $2.7m in comparison with the
2013/14 forecast at $7.5m.

Net Surplus/(Deficit) After Tax

Net deficit after tax is projected for 2014/15 at $0.2m in comparison with the 2013/14
forecast net surplus after tax at $19.7m. The 2013/14 forecast includes a gain of
$28.5m on the financial instrument revaluation as a result of an overall increase in
interest rates during 2013/14 partially offset by a forecast loss on disposal of assets of
$8.7m.

CAPITAL EXPENDITURE

Capital Expenditure

Capital Expenditure| 280.8 318.9 312.0 345.3 323.4
Capitalised Interest| 8.5 11.8 13.5 13.8 16.0
Net Capitalised Expenditure| 289.3 330.7 325.5 359.1 339.4

Capital expenditure excluding capitalised interest of $16.0m for 2014/15 is proposed
at $323.4m. This compares with $348.4m in the approved 2012 AMP. Charts
depicting movement in capital expenditure projections by water, wastewater and
shared services and also by business driver are attached in Appendix 1:

A further breakdown of projects with greater than $2m spend in 2014/15 is attached as
Appendix 2.

DEBT

Debt is projected for 2014/15 at $1,620m an increase of $132m from 2013/14
forecasted debt of $1,488m.
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7. FFO

The projected FFO for 2014/15 is 3.01 compared with the forecast for 2013/14 of 3.08.
8. RECOMMENDATION

It is recommended that the Board approve the proposed 2014/15 financials contained in this
report, including the proposed price increases, for submission to Auckland Council for
inclusion in its 2014/15 Annual Plan and also for inclusion in the draft 2014-17 Watercare
SOl. It is also recommended that the 2015/16 and 2016/17 financial projections contained in
the financials approved in February 2013 be included in the draft 2014-17 Watercare SOI,
noting that these projections may change as a result of further discussion on the longer term
financials of Watercare.

Report prepared by: Recommended by: Approved for submission by:

-

e
D Whittaker B Monk KM Ford
Finance Manager Chief Financial Officer 0 r Chief Executive



Appendix 1: Capital Expenditure, comparison of AMP’s

Nominal $ Millions
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Appendix 2: Projects greater than $2m

WATER W500.01 Hunua No. 4 Water Supply Scheme

WATER W300.09 New Watermains - North Harbour Duplication
WATER W300.40 Helensville Watermain

WATER W100.201 Unplanned Local Mains Renewal - Metro
WATER W200.225 Level of Service Improvements

WATER W300.36 Boost Pumping - Pinehill from Albany Res
WATER W100.232 Meters Planned Replacements

WATER F200.71 Huia WTP Upgrade

WATER W300.37 Albany Reservoir

WATER F300.02 Waikato - Stage 3 Expansion

WATER F300.RDC3 Warkworth Water Treatment Upgrade
WATER W300.23 Kumeu / Huapai Water Supply System
WATER W100.235 Melers Unplanned Replacements

WATER W300.08 New Watermains - Domain Watermain
WATER W300.300 Network Expansion - Watermains - Metropol
WATER W300.301 Network Expansion- Service Connect Metrop
WATER W200.153 St Heliers No. 1 Watermain Duplication
WATER Other projects less than $2m

TOTAL WATER

WASTEWATER T300.02 Bio Nitrogen Removal - Reactor Clarifiers
WASTEWATER N300.08 Manukau Eastern Suburbs Area Servicing
WASTEWATER N200.300 Storage Tanks

WASTEWATER N300.16 North Shore Trunk Sewer Upgrades - East
WASTEWATER T200.18 Biosolids - Puketutu Rehabilitation
WASTEWATER N300.100 Local Sewer Upgrades & Extensions
WASTEWATER N600.01 Central Interceptor - Spine

WASTEWATER N300.15 Waitakere Southern Area Servicing
WASTEWATER N100.01 Trunk Rising Main Rep (Mangere)
WASTEWATER N300.18 North Shore Trunk Sewer Upgrades - West
WASTEWATER N100.600 Trunk Rising Main Planned Rep (Other)
WASTEWATER N300.17 Pukekohe Trunk Sewer Upgrades
WASTEWATER N300.06 Tamaki South East Area Servicing
WASTEWATER N100.02 Trunk Sewer Planned Rep (Mangere)
WASTEWATER N100.101 Local Sewer Planned Replacements
WASTEWATER T300.07 Mangere WWTP Solids Stream Upgrade
WASTEWATER T200.FDC1 Upgrade Pukekohe Wastewater Treatmt Plt
WASTEWATER N100.03 Trunk Pump Station Planned Rep (Mangere)
WASTEWATER T100.04 Primary Feed Channel Recoating
WASTEWATER Other projects less than $2m

TOTAL WASTEWATER P
SHARED SERVICES [B200.01 Information Systems

SHARED SERVICES |B100.11 Networks Control System Upgrade

SHARED SERVICES |B100.10 ECS Shared Replacements

SHARED SERVICES |B100.02 Laboratory

'SHARED SERVICES |Other projects less than $2m

TOTAL SHARED SERVICES




Report to the Board of Watercare Services Limited

Subject: Draft Statement of Intent 2014-2017
Date: 20 February 2014
INTRODUCTION

Watercare is required, under Section 64 of the Local Government Act 2002 (the Act), to produce a
Statement of intent (SOI) for a period of three years, the purpose of which is fo provide:

= A public statement of its activities, intentions and objectives;
o An opportunity for the shareholder to influence the direction of the organisation; and
e An accountability basis of the directors for the shareholder.

Schedule 8 of the Act sets ouf the required contents of the SOl and requires that a draft is to be
presented to the shareholder by 1 March each year.

Not only does the SOI! set out the intended strategic direction for Watercare, but some of the
operationat performance measures in the SOl form part of the performance measures that are
included in the Council's long term plan (LTP).

The 80l and associated performance measures as well as annual performance reporting are al
subject to audit by the Auditor General.

AUCKLAND COUNCIL REQUIREMENTS AND TIMETABLE FOR COMPLETION

The SOI process begins with the Mayor's Letter of Expectation which was received by Watercare in
December 2013.

An initial draft 2014/17 SOI was tabled at the Board meeting on 4 February. Feedback provided at
that meeting has now been incorporated into the updated draft which is attached as Appendix B.
The approved draft 2014/17 SOI must be submitted to Auckland Council by 1 March 2014.

After receiving the Watercare draft 2014/17 SOI, the Council will consult with the Local Boards and
the Independent Maori Statutory Board (IMSB). Council is then scheduled to hold discussions with
Watercare about any proposed changes and report back to Watercare by 30 April 2014.

Watercare is required to provide an opportunity for the public to comment on the 2014/17 SOI (29
May 2014 Board meeting) and deliver to the Council its approved draft 2014/17 SO by 30 June 2014.

The approved SOI will then be formally adopted by the Auckland Council Governance and Monitoring
Committes in August 2014.

FINANCIALS

The draft 2014/17 SOI attached in Appendix B does not include the required financial information,
Financials will be added to the draft SOI following Board approval of the high level budget for 2014/15
and interim financials for 2015/16 and 2016/17 at the 27 February Board meeting and prior to the
approved draft SOl being submitted to Auckland Council.

]
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ATTACHMENTS
Appendix A — Mayor's Letter of Expectation

Appendix B — Draft 2014/17 SOI

RECOMMENDATION

1.  That the Watercare Board of Directors note the report.
2 That the Watercare Board of Directors approve the submission of the draft 2014/17 SOl to the

Auckland Council.
Report prepared by: Recommended by: Recommended by:
o> L e e p

Rebéoca Chenery BrianMonk  RobFisher
Strategic Planning ' Chief Financial Officer General Counsel
Manager

Approved for

submission by:

Mark Ford
ﬂ r Chief Executive
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Office of the

Mayor of

Auckland ==

11 December 2013

Mr David Clarke
Chair
Watercare Services Limited

BY EMAIL: DavidC@cranleighmb.com

Téna koe David,
RE: Letter of Expectation 2014/2015

The Auckland Council continues to vaiue the important contribution Watercare makes
towards the vision of Auckland becoming the world’s most liveable city, through the
delivery of the Auckland Plan. This letter of expectation Is intended to provide direction
on issues that are important to Auckland Council, and to assist in the development of
Watercare's 2014-2017 Statement of Intent (SOI).

Roles and responsibility
Auckland Council’s role is to set the strategy and determine the outcomes Watercare

delivers. We expect for these set outcomes, you use your expertise to deliver an
effective customer focused service and provide value for money to Aucklanders.

We also expect all Watercare's plans to address the contribution to the strategic
direction and broad outcomes set in the Auckland Plan and Unitary Plan. All Watercare
plans and policies that impact on the implementation of council direction will be
brought to council for endorsement.

There are many other activities of council where we expect Watercare to implement our
strategies, policies and plans, for example, the Weed Management Policy and the Waste
Minimisation Plan. Council will be mindful to include Watercare in the development of
these so that operational impacts and costs can be well understood and incorporated.
This will of course require you to resource this engagement effectively.

Focus on delivery and implementation

The importance of working together across the council group continues to be important.
We must work together to share information, and actively identify opportunities to
leverage Auckland-wide services and investment, whether delivered by the council
group, government or business. The work we have been doing together on integrated
consenting is a very good example of what can be achieved.

~—

OFFICE OF THE MAYOR OF AUCKLAND

Auckiand Town Hall, 303 Queen 5t, Auckland 1010, New Zealand
Private Bag 92300, Wellesley St, Auckland 1142, New Zealand

T: +64 9 301 0101
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We also expect a greater level of cost effectiveness, value for money, and financial
prudence in your development of solutions and declsion malking processes.

'Dramaticaliy accelerating the prospects of Auckland's children and young people’ is one
of the transformational shifts to achieve the vision of the Auckland Pian. Therefore, we
also expect consideration of children and young people as a key part in the delivery of
your ohjectives.

information to council and the public

We axpect the provision of timely and quality information to council to ensure a high
degree of accountability for the services provided to Aucklanders. Qur current reporting
timetines do not allow for timely discussions on all issues and performance. Therefore,
we intend to improve the process and opportunities to engage and look forward to
Watercare's support in improving the provision of timely information to council,

In addition, we expect improved flow of relevant information to councitlors and the
public on matters of significance. This includes responses to jocal communities on issues
of importance to them.

Contribution to Miorl butcomes

Having tangible initiatives that support Maori outcomes is critical for Watercare. Over
the last few years, in conjunction with the independent Maori Statutory Board, we have
been requesting increased visibility from our CCOs on the contribution to Maori through
specific initiatives, engagement and business performance. In general, the level of
information asbout the work Watercare undertakes with fwl is not as visible or
transparent as it should be and we want to see a marked improvement through the
Statement of Intent and quarterly reporting.

In addition, the M&ori Responsiveness Framework was affirmed by the Governing Body
in December 2012, We expect CCOs to outline how they will implement the framework
in their SOIs.

Long-term Plan 2015-2025

The LTP provides information about what we plan to do each year for the next 10 years
to achieve our vision outlined in the Auckland Plan. The LTP also provides an
opportunity to set our financial priorities, such as the leve! of rate increases, debt,
capital expenditure and funding for services provided.

Detailed work on the LTP commences in lanuary 2014, and we expect Watercare's
strong support and collaboration through the process.

Sustainability

In order to achieve Auckland’s vision of z liveable city, we must also be a sustainable
one. Qur short-term decisions must enhance our long term prospects, and buiid our
restlience to changing tocal and global conditions including the effects of climate change



that may impact on economic, environmental, social and cultural wellbeing. Achieving
this will contribute to a more prosperous, low carbon economy and the enhancement of
our environment and overail well-being,

it is our expectation that sustainability is a priority for Watercare; both in terms of the
services provided and in the management of day-to-day operations, assets and decision-
maaking including procurement, It is alse our expectation that Watercare will work with
council in the development and delivery of well-defined sustainability actions that help
achieve the outcomes and targets of the Auckland Plan including the aspirational target
to reduce GHG emissions by 40% by 2040 based on 1990 lavels. We expect Watercare
to monitor and report progress on the delivery of sustainability outcomes and to
pravide leadership in driving continuous improvement through decision-making.

Continuing to work with local boards

The local boards play an important role in communicating and advocating community
preferences and needs. As a resuit, we would like to re-iterate that Watercare's local
board engagement plan meets the requirements outlined in the shareholder's
expectation guide (SEG). Engagement with local boards means more than regular
reporting — it means two-way dialogue and a commitment to considering local board
priorities and objectives, and responding promptly and appropriately on issues raised by
tocal boards. Please continue to resource this work effectively,

Key focus areas for 2014/2015 for Watercare

» Continued support and collaboration on council planning initiatives, especially
the Water Strategy and the Special Housing Areas

e {dentification of and reporting on the delivery of any improvements to the
quality of urban design outcomes

e Focus on appropriate debt levels and capital expenditure
Ensure price increases are aligned to council expectation and rate increases
Pian to manage chief executive succession.

SOI continuous improverment

As an organisation, we are continuously iooking to improve and streamfine our
processes. The SOl process is no different. Through the deveiopment of the draft SOIs,
we expect all CCOs to work with council officers to ensure $Ols are suceinct,
performance measures are robust, non-essentlal information is excluded and
duplication of content with other poticies applicable to CCOs is limited.

We would also like to take the opportunity to re-iterate the purpose of the SOI:

a) state publicly the activities and intentions of a council-controlied
organisation for the year and the objectives to which those activities will

contribute; and
b} provide an epportunity for shareholders to influence the direction of the

organisation; and
¢) provide a basis for the accountability of the directors to their shareholders

for the performance of the organisation.
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t look forward to receiving the draft SO! by 1 March 2014.

Naku noa, nd

Len Brown
MAYOR OF AUCKLAND

€. Penny Hulse, Chair, CCO Guvernance and Monitoring Committee
£, Doug McKay, Chief Executive Auckiand Council
tc. Mark Ford, Chief Executive, Watercara Services Limited
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An Auckland Council Organisation =55

Woter Supply Operalions Manoger Shayne Cunis fakes pupils from Kelston Boys High School
on o four of Huic Waler Trealment Plont in West Auckland
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Matariki tapuapua
Puanga kal rau 2
Tihewa Mauriora

Me mibi ki te whenua, me tangi hoki md
ratou kua okioki

E nga mana, e reo, e nga huihuinga tingata
puta noa Tamakl Makaurau Tamaki Whanui
hoki ténad koutou i raro i te pikinga ake o
Matariki o Puanga hoki. E manakohia nei kia
péra ano hoki te pikinga ake o 3 titou mahi
ngatahi amuri ake nei. Anei rd te taudki hei
tatakiiaua manako. Kati ake.
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Strategic Direction

Vision

“Outstanding and affordable water services for all the people of Auckland.”

“Outstanding” means Watercare will provide safe drinking water, promote
efficient water use, and protect waterways and the environment through the
effective transport and treatment of wastewater, “Affordable” water services
means that Watercare will run an efficient business and keep the overali costs
of services to customers {collectively} at minimum levels,

Key Goals

Watercare has seven main gosls and focys areas that reflect the
responsibilifies and challenges of the company. These are:

Safe and Reliable Water Supply: To manage water yesources 1o provide a safe
and reliable water suppiy.

Healthy Waterways: To manage wastewater discharges to meintain or
improve the health af Lhe environment.

Sound Financial Management: To meet business objectives at the lowest cost,

Effective Asset Management; To maximise the use of existing assets while
optimising the scope, fiming and costs of new investments,

Stable Workforee: To have a skilled, motivated and ernpowered workforee.

Sustainable Environment: To conserve the resources of today for future
generations.

Satisfied Customers and Stakeholders: To provide great service and great
value.

These goals represent the main focus areas of Watercare's business activities.
Suceess in alf these areas combingo is required to deliver high quality and
sustainable services to the people of Auckland,

Page 4
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Contribution to Auckland Council Goails

The supply of outstanding and affordable water services directly contributes to
the Mayor’s vision of Auckland becoming the world's most liveable city.

Of the seven desired outcomes set out in the Auckland Plan, Watercare
directly contributes to:

A fair, safe and healthy Auckland, where people value the excellent
services and facilities available

A green Auckland, where our waterways and coastlines are clean and
full of life

A beautiful Auckland that is loved by its people, where Auckland
communities take pride in their surroundings and work together to
create places they value

The Auckland Plan sets out 13 strategic directions that will help Auckland
achieve the Mayor’s vision. Watercare contributes directly to severa: of these
strategic directions. That is to:

Plan, deliver and maintain quality infrastructure to make Auckland
liveable and resilient.

Enable Maori aspirations through recognition of the Treaty of Waitangi
and customary rights

Acknowledge that nature and its people are inseparable

Contribute to tackling climate change and increasing energy resilience

Watercare supports the key enablers of the Auckland Plan and the Unitary
Plan and, in particular, moving to a quality compact urban form.

Watercare also supports the environmental principles within the Auckland
Plan attached as Table 7.1, Appendix A, pg29.

Page 5
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Company Obligation

From 1 july 2012 Watercare became a CCO: The company's obligations to
deliver water and wastewater services for Auckland, are set out in Part 5
section 57(1) of the Local Government [Auckland Council) Act 2009 which
stipulates amongst others, that an Auckland water organisation:

(a} must manage its operations efficiently with a view to keeping
the overall costs of water supply and wastewater services to its
customers {collectively) at the minimum levels consistent with the
effective conduct of its underiekings and the maintenance of the long-
term integrity of its assets; and

{b) must nat pay any dividend or distribute any surplus in any way,
directly or indirectiy, to any owner or shareholder; and

fc) is not reguived to comply with section 68{h) of the Local
Government Act 2002; and

{d}  must have regard for public safety (for example, the safety of
children in urban aveas) in relation to its structures.

The S0l has been prepared in accordance with Schedule B of the Local
Government Act 2002 and covers a three-year term from 1 July 208~
to 30 lune 201 - .

* Under sectons 2(2) and 11342} of the Local Government {Auckland Transitional Provisions} Act 2010
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Nature and Scope of Activities

As at 1 july 2013, Watercare managed assets which are valued at $8.2 billion
and received total revenue of 5482 million for the year ending 30 June 2013.

The company’s main services include:

The collection, treatment, and distribution of drinking water from 12
dams, 14 groundwater sources and springs and three river sources. A total
of 144 billion litres of water was sourced in 2012/13 and treated at 19
plants and distributed through 8,921 kilometers of water pipes through 84
reservoirs and 90 pump stations to 1.4 million

The collection, treatment, and disposal of wastewater at 18 treatment
plants. The two main wastewater plants servicing the majority of the
region are located at Mangere on the Manukau Harbour and Rosedale on
the North Shore. Wastewater is conveyed through 7,757 kilometers of
sewers before treatment. The regional network includes 539 wastewater
pump stations and 164,000 manholes.

The transfer, treatment, and disposal of trade wastes. At 1 July 2014,
Watercare worked with 22,000 non-domestic customers in administering
the Auckland Trade Waste Bylaw 2013 to protect the wastewater network
and assist in ensuring that wastewater treatment plant discharges meet
consent-requirements. Watercare is also responsible for enforcing trade
waste compliance.

The provision of commercial laboratory services in support of the
business. The independently accredited laboratory provides a full range of
testing and sampling services for water, wastewater, biota and air quality
and also works with a wide customer base across a range of industries to
provide first-class laboratory analysis and sampling services.
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Watercare's responsibilities for the supply of drinking water and treatment
and disposal of wastewater mean the company is a major contributor to the
health, prosperity, and well-being of the Auckland wide community. The
company has a sound record as a good corporate citizen, committed to the
delivery of high quality cost-effective services.

As a local government-owned utility, Watercare is obliged to provide a high
level of transparency in reporting®. In line with the focus on sustainability, the
company has been recognised for its commitment to transparent and
accountable reporting, and as an integrated provider of water and wastewater
services these commitments will continue.

Approach to Governance

Shareholder

Watercare is a CCO of the Aucklanc Council. The Auckland Council is the company’s
shareholder.

Board of Directors

Watercare has an independent board of directors. Watercare's constitution
requires the directors to manage the company in line with the annual SOL.
Through the SQOI, the directors are accountable to the shareholder, who is in
turn accountable to residents and ratepayers of the Auckland region.

3 Watercare hat regularly received awards in both New Zealand and Australasia for the quality and transparency of
company reporting from the New Zealand Institute of Chartered Accountants and the Association of Chartered Certified
Accountants.
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The directors determine the overall direction of the company in light of the
objectives set out in the SOI and the statutory requirements for the company
under the Local Government Act 2002 and the Companies Act 1993. The
directors make major decisions, including decisions on large new capital
investment and on significant business initiatives, in line with those objectives.

The directors are responsible for monitoring the performance of the company,
and for monitoring the performance of the chief executive who has
responsibility for managing the company on a day-to-day basis.

Watercare holds board meetings that are open to members of the public
consistent with the guidelines for public meetings provided by the Mayor.
Watercare also meets the public meeting requirements for CCOs pursuant to
Section 96 of the Local Government (Auckland Council) Act 20D9 which
requires two public meetings to be open to members of the public as follows:

One meeting must be held before 30 June each year for the

purpose of considering comments from shareholders on the 29 May 2014
organisation's draft statement of intent for the following financial
year.
The other meeting must be held after 1 July each year for the
22 October 2014

purpose of considering the organisation's performance under its
statement of intent in the previous financial year.

Page Q
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Al hoard meefings are notified by way of a public notice in The New
Zealand Herald and posted on the Watercare website.

Watercare is subject to Parts 1 to 6 of the tocal Gavernment Official
Information and Meetings Act 1987. The company respects the underlying
principles of, and complies fully with, the Act.

However, due 1o the commercial nature of the company business, which
includes commercial negotiations, contracts and tenders, there are
occasions where certain information cannot be disclosed in public,
particularly during the course of negotiations. Where such information is
materizgily significant, Watercare will keep the shareholder informed,
consistent with the no-surprises approach.

When sharing confidentizl information with the shareholder where it is
required to be heard in a confidential session, Watercare will provide a
separate report and clearly state the reason for confidentiality under the
Local Government Official Information and Meetings Act 1987,

The directors acknowledge that they are subject te an annual perfarmance
review in accordance with the Council's Appaintment and Remumeration
Policy.

Being a goot employer is a principal objective of Watercare under section
59 of the Local Government Act 2002,

Watercare will act in accordance with relevant statutory provisions
referring ta the Treaty of Waitangi.

As Watercare Services Limited is 5 company under the Companies Act
1993, the hoard is bound by the duties and obligations under that Act.

in particular, the board will adhere to the duty of directors, as sel oul’

under 5131 of that Act, to act in good faith and in the best interests of the
company, however the Directors may act in the best interests of the
shareholder when it is not in the best interests of the company.

The board of the company has all the powers necessary for managing,
directing and supervising the managemant of the business and affairs of
the company as set out under 5328 of that Act.

Page 10
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The board operates under a governance charter that defines the duties and
ohligations of the board and hoard members covering fiduciary duty, duty of
care, diligence, legal and statutory duties and conflicts of interest. it
incorporates the principles of the Naw Zealand Institute of Directors’ Code of

Practice far Directors, relevant sections of the New 2ealand Exchange
Lintited {NZX} Corporate Governance Best Practite Code and the Securities
Commission’s nine grinciples of corporate governance.

Engagement with the Shareholder

Relationship with the Governing Body

Watercare is committed to working closely with the Auckland Council far the
achievement of regional outcormes. Watercare will respecl Auckland Council's
roles and responsibilities and make sure that there is a mutual sharing of
information by adopting a no-surprises approach. Watercare will ensure that
Auckiand Council is kept informed well in advance of anything considered
potentially contentious in the public arena, whether the issue is inside or
outside issues outlined in the 501 and the relevant legisiation. Watercare wiil
give effect fo the Auckland Plan and to the LTP, and act consistently with other
plans and policies of the Auckland Councit such as the Shareholder’s
Accourtability Policy and the Shareholder €xpectation Guide.

Watercare is committed to working cosely with Auckiand Council on
provisions in the Unitary Plan that provide for the efficient operation of
Watercare's network and new infrastructure to provide for growth and
support intensification.

Watercare's ability to successfully undertake its business and achieve SOI
outcomes relies on the support and cooperation of the Auckland Councif in
providing a policy and regulatery environment that enabies the timely and
successful delivery of water and wastewater investments and actions.

Qluarterly Reports

Management reports will be provided within six weeks of the end of the
September and March guarters as required by the shareholder and within
eight weeks of the end of the December and June quarters as regu'red under
566 of the Local Government Act 2002, inciuding:

The unaudited Statement of Financial Position as at the end of the
preceding quarter, and the Statement of Financial Performance,
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Statement of Cash Flows and a Capital Expenditure Summary for the
year to date and the preceding quarter. These statements will include
comparative budget data and variances.

The return on equity for the preceding quarter and yeat to date.

Particulars of any assets sold during the preceding quarter where the
aggregate value of associated assets exceads 51 million.

A commentary on customer service performance.

A commentary on significant capital projects in progress.

A commentary an material changes, if any, in capital expenditure.
A report on the achisvement of the SO performance targets.

Any reasonable request for information.

Annual Report

Watercare will produce am Annual Report that covers sustainability
performance topether with the audited financiat and service performance
statemants,

The annual report will be provided to the shareholder within three months of
the end of the financial year in accerdance with s67 of the Locat Government
Act 2002 and wil} meet the reporting requirements of the Companies Act 1993
and the Financial Reporting Act 1993, The annual report wil aiso camply with
New Zealand international financial reporting standards and will include any
other information the directors consider appropriate.

Meetings with the Auckland Council

Watercare will meet with the Auckland Councit CCO Governante and
Manitoring Committee to formally present its quarterly reports, which wilt
include the six month and full year reports, and the Auckland Council
Infrastructure Comyittee as required.

Watercara will also provide additional information as required consistent with
a no-surpsises approach 1o ensure the Auckland Councit is kept infermed in a
timely manner of significant events which relate to the company and which
rmay affect the Auckland Council.

While Watercare is accouniable (o the Governing Body as sharehoider, it also
has a relalionship with local bpards who share the decision-making
responsibilities of the Auckland Counci.
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Watercare - recognises the important role of local boards in local
representation and decision making and has been proactively building
relstionships based on ftransparent communication of its activities.
Watercare’s Principal Advisor Local Boards facilitates the relationship and
maintains infarmation flows.

Watercare attends a significant number of local board meetings and
workshops ensuring a no surprizes approach on local issues and projects,
particularty where they may affect members of the public and locel
constituents. Engagement ptans have been revised, agreed and are in place
with the local boards to help facilitate the weorking relationship.

Watercare takes account of objectives and activities outlined in local board
plans and agreements, to the extent that Watercare is responsible for their
delivery. Watercare will also continue to provide a timely response to
guestions from local boards such as those raised during the fecal board
planning processes or passed on by members of the public.

Watercare consuits with |bcal boards as part of statutpry consenting processes
where major works are planned that have the potential 1o have a significant
effect on residents and services.

Relationship with Associated Units of Council

Watercare recoghises the need for 2 close working refationship with the
shareholder, engaping actively on the development of the Water Strategic
Action Plan and the Unitary Plan to encourage an environment that enables
the operation, maintenance, upgrade and construction of water and
wastewater infrastructure. Watercare will also continue working closely with
the House Project Office on the development of Special Housing Areas under
the Housing Actord. Watercare is atso committed to working collaboratively
with the council's regulatory and finance groups te ensure that the council
group as a whole achieves effective and efficient outcomes for the people of
Auckland. : v e Coe

: : : o Watercare works clasely with the
Stormwater unit of Council, particularly in the older central areas of Auckland
which are serviced by a combined wastewster/storm water network.

Watercare is also committed to parbicipating in coordinating planning studies
with many other parts of Council, to ensure that the study outcomes and
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associated implementation represerits the best practicable option fram an
environmeantal and whole community perspective.

Information to be Provided to Shareholder

tn atdition 1o reporting on key performance indicators, Watercare will also
regutarly report on other aspects of compliance, governance and
accountability. This includes major profects as part of the gquarterly
shareholder reparting process.

Events Requiring Shareholder Approval

Shareholder approvat will be obtsined prior to Watercare entering any
business activity that ...~ significantly . - .- -.:. change oris outside the
nature and scope of Weatercare’s current activities. Watercare will follow
Auckland Council's Board Appointment and Remuneration Policy, when
making appointments to any subsidiaries and will communicate with the
Council about proposed appeintments in advance,

Accountability Policy

The company is reguired to give effect to the relevant aspects of the LTP
including the Accountability Policy and the management of strategic assets,
Strategic assets are assets that are elemapts of the water and wastewater
networks that are integral to the functioning of the whole, assets such as the:

Mangere Wastewater Treatment Plant
Rosedale Wastewater Treatment Plant
Army Bay Wastewater Treatment Plant
Ardmore Water Treatment Plant
Waikato Water Treatment Plant

Hunua and Waitakere dams

The Councit has approved the LTP 2012-22 which includes the Watercare AMP.

Engagement with other stokeholders
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Activities for which the Company Seeks Compensation from
ony Local Autherity

Watercare maintains commetcial atrangements with the Waikato District
Council for functions, duties or services that the company is required to
undertake,

These include the supply of bulk wastewater services for properties in the
Waikato District which dispose of wastewater to the Watercare owned and
operated Tuakau Wastewater Treatent Plant in the Auckland Region.

Any negotiations with a Jocal authority for commercial arrangements for the
detivery of services will be undertaken without prejudice to Watercare's rights
at faw to impose reasonable charges for the supply of its services.

Tangata Whenug

Watercare has always had a close relationship with Macri, recognising the
importance of natural resources to mana whenua and acting in accordance
with refevant statutory provisions and Treaty of Waitangi principles. The
company undertakes - - .. consultation on company activities that are
likely to ipact on Maori views and values.

In November 2009, Watercare established a memorandum of relationship
with Waikato Tainui recognising the importance of the relationship te the
achievement of outcomes such as Project Manukay, the Walkato River water
take and the Puketutu Island BliosoYds Rehabilitation Project. Watercare will
continue ta honor this relationship without prejudice to consultation with
other iwi or hapu,

Woatercare has engaged with 19 wi groups throughout Auckland to establish
the Mana Whenua Kaitiaki Forum. The emergence of the Kaitiaki Forum
resulted from & collective desire for proactive engagement between fwi and
Watercare in order to build strong and enduring relationships and to enhance
business efficiencies, In order to foster this relationship, Watercare worked
with Chairs and other representatives of each iwi to develop the Mana
Whenua/Watercare “Relationship Agreement”. This Agresment has been
desipned to provide a3 new vehite through which Watercare and mana
whenua can work coliaboratively. The primary purpose is to ansure lwi are
involved in Watercare's projects at an early stage of the process and have the
opportunity to contribute in creative and innovative ways to water and
wastewster ptans and projects throughout Auckland.
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The Forum does not override existing relationships and Watercare will
cantinue to maintain one to one refationships with individual iwi groups.

Thirteen of the 19 Auckland iwi including Waikato-Tainui have signed the
Relationship Agreement and are attending the quarterly Mana Whenua
Kaitiaki Forum meetings. Other lwi have recently advised of their intention to
join the forum in the near future.

The principles of the Agreement are firmly based en Watercare's commitment
to operate in a manner that enhances environmental, social, and ECOnamit
values, whilst maintaining cultural integrity.

The Agreement principles are:
Relationship Building - Building understanding and enhancing the
refationship between Mana Whenua and Watercare
integrity - Ensuring cultural integrity and respect

Opportunities - Identfying oppertunities of mutual interest and
benefit

Best Practice - Advising on best practices for meeting Watercare's
cultural, environmental, social and economic responsibilities

Effictency - Establishing efficient, callective processes for building the
relationship and engagernent.

In 2013 the Chairman of the Forum i .- - 1. .. delivered the first Annual
Report of the Forum to the Watercare Board. The report covered the forums
work progeam for 2012-13 which was focused on direction setting and
outlined the program for 2013-14.

Independent Maori Statutory Board {(IMSB)

The IMSB is both independent from Auckland Council and Manz Whenua
groups. Its purpose is to assist the Council to make decisions, perform
functions and exertise powers by:
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promoting cultural, economic, environmental and social issues of
significance for Mana Whenua groups and Mataawaka of Tamaki
Makaurau; and

ensuring that the Council acts in accordance with statutory provisions
referring to the Treaty of Waitangi.

Watercare acknowledges the role of Independent Maori Statutory Board and
will take into account the schedule of issues of significance and any Treaty of
Waitangi provisions that are relevant to its activities and where appropriate
engage with the board on these matters.

Auckland Council Advisory Panels

In addition to the IMSB, Auckiand Council has a number of advisory panels
including the Pacific People’s Advisory Panel, Ethnic Advisory Panel, Business
Advisory Panel, Rural Advisory Panel, and the Youth Advisory Panel. These
groups provide Council with feedback from different perspectives and on the
most appropriate ways to engage with Pacific and ethnic people. Where
appropriate, Watercare will inform, and consult with these advisory panels
where there are issues of particular interest to the advisory panels.

Other Council-Controlled Organisations

The relationship and cooperation with other CCOs is also important,
particularly Auckland Transport. Watercare works closely with Auckland
Transport to minimise disruption to local communities. An example of
cooperation has been the joint road works and pipe laying as part of the East
Tamaki Number 3 watermain installation, , where works were coordinated to
reduce costs and minimise disruption to the public.

Watercare will continue to undertake this proactive, responsive and
transparent communication with stakeholders and members of the public

likely to be affected by company activities.

Central Government

Page 17
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Effective engagement with relevant central government organisations will be
important to the successful delivery of water and wastewater services to
Auckiand. In particular, Watercare will work closely with Housing New
Zealand, a significant property owner in Auckland, regarding water demand
management. Watercare actively contributed to the Air, Land and Water
Forum established by the Government.

Formatted: Font: Calibri, 12 pt

Where relevant, Watercare may contribute to the development of relevant
natiohal policies such as the National Infrastructure Plan and national
initiatives which indicate operational efficiencies may be gained.

Any such contribution to national policy development will be discussed with
Council beforehand.

Formatted: SOI Heading 4, Tab
stops: Not at B.56 cm

Other Stakeholders Formatted: SOI Heading 4

Stakeholder and community engagement is crucial to the success of
Watercare's projects and work programmes. The company has a good record
of public communication and consultation with large programmes of work
such as Project Manukau, Project Hobson, the Puketutu Island Biosolids
Rehabilitation Project, the Central Interceptor and the Hunua 4 Watermain
Project.

Watercare recognises that it has a role to play in educating children and young
people about water, our environment and sustainability. In recognition of this
responsibility, Watercare offers a flexible and student-centred education
programme that fosters interest in and awareness of water-related
environmental issues, bringing science to life and showing students how water
quality and ecology directly affect their lives.

Watercare also has a proactive and constructive working relationship with
regulators such as the Auckland Regional Public Health Service which is
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important to the delivery of safe drinking water and meeting reguired
standards. Watercare will also continue to work closely with the New Zealand
Fire Service towards achievement of the Code of Practice for Fire Fighting
Water Supplies.

Formiatted: SO Heading 3, LeR,
fndent: lef: C om, Right: O om,
Snace After! O pt, Line spacing:
sirgle, Tab stops: §.56 om, Qentered

Organisational Health, Safety
and Capability

Watercare is committed to buliding and maintaining an enduring and resilient
organisation and will adhere to s36 of Schedule 7 of the Local Government Act
2002, which provides that a local authority must operate a personnel policy
that complies with the principle of being a good employer. The company
continues to drive a culture where health and safety is at the forefront of its
operational management and where the public may be impacted by its
infrastructure and works, Watercare’s commitment to health and safety is
reinforced in fts governance of the function which includes comprehensive
reparting, and inferming a specislist health and safety sub-committee of the
Board.

Staff engagement survey

Watercare carried out an annual staff engagement survey in March 2613 as
required by Auckland Coundil. This was the first time a survey was done of this
type and the results were in line with expectations. The organisation is in good
heaith and staff are proud to work for Watercare. This survey will be repeated
agair in March 2014.

Financial and Accounting
Policies

Financial Plan
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Watercare was required to produce & Funding Plan under Section 18 of the
Local Government Auckland Transitional Provisions Act 2010, Adthough no
longer a legislative requirement, Watercare will provide the shareholder with
forward financial plans and information to satisly the legistated requirements
relating to the Annual Plan and the tong Term Plan abligations of the
shareholder in respect of Watercare.

Auckiand Council Debt Guarantee

in July 2008, Watercare established a debt guarantee facility with Auckland
City Council, backed by the other shareholding councils, The obligations under
this facility have now passed to Auckland Councit under the Locai Governiment
{Tamaki Makaurau Reorganisation) Act 2009. Auckland Council is currently
ableto borrow and en-lend to Watercare at lower rates than Watercare is able
ta achieve by borrowing in its awn name, Therefore Watercare will source its
medium/fiong term debt funding requirements for the financial year ending 30-
June 2015 through Auckland Council. in order to maintain flexibility In debt
funding and pricing advantages as per its Treasury Policy, Watercare will
review this arrangement prior to the commencement of the 2015/16 financial
year and 2ach subsequent year going forward.

Existing debt covered by the debt guarantee facility will retain the Council
puarantee benafit untit maturity. The facility will be retained but only used in
future for specific funding requirements as agreed by Auckland Council.

Watercare will continue ta raise Commercial Paper in its own name,

Tax Losses

Watercare has tax iosses which are unlikely to be required to offset its taxable
income in the foreseeable future. Under current legislation, these tax losses are
avaifable for offsel against the taxable income of one or more companies whaoliy
owned by Auckland Council, Watercare has agresd with Auckland Councit 2 basis
under which its tax losses are able to be utilised in compliance with applicable
lepistation, and on a consistent basis, by other whelly pwned subsidiarfes of
Auckland Council,
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Shareholder Funds

Shareholder Funds

6,269 6,267
Total Assets

9274 9,394
Ratio of Consolidoted Shareholder
Funds to Total Assets 0.68 0.67

Note:

1. Consolidated Shareholder Funds are defined as Issued and Paid Up Capital, Revaluation Reserve and
Retained Earnings.

2. Total Assets are defined as Net Book Value of Current Assets, Investments and Fixed Assets as
disclosed in the Company's Statement of Financial Position.

Accounting Policies

Watercare's financial statements are prepared in accordance with the New
Zealand International Financial Reporting Standards. Watercare's accounting
policies are consistent with the shareholder’s accounting policies with
nominated exceptions e.g. interest capitalisation.

Application of Surplus Funds

Watercare is prohibited by legisiation from paying a dividend.

Watercare annually reviews any water and wastewater surpluses and
considers if the return of such surpluses to the customers is commercially
prudent.

Watercare has increased water and wastewater prices by <TBC%> for the
2014/15 financial year.

Directors’ Estimate of the Commercial Value of

the Shareholder Investment
The inclusion of an estimate of commercial value is a statutory requirement.

However, the Local Government Act 2002 prohibits
Watercare
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Legislative restrictions alse prevent the Auckland Council from
selfing its shares and prevent Watercare from paying dividends to the council.

The book value of the shareholder's Investment at 30 June 2013 was 55.77
bilfion, which includes a capital contribution resesve of $3.78 billion based on
the accounts maintained by Watercare in accordance with the stated
accounting policies. The directors may from time to time requisition an
independent valuation of the shareholder investment.

Disposal of Assets

The Company will consuit with the shareholder prior to the disposal of any
part of its undertakings, which, in say one-year, exceed in aggregate 5% of the
current book value of its assets and in line with the Auckland Council
Aecountability Policy for council contrelied organisations.
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Key Performance Indicators

The foliowing non-financiafl and financiat information sets out Watercare's Xey
Performance Indicators, with non-financial targets demonstrating how they
align with the Mayor’'s vision and strategies for Auckiand.

Non-financial performance
Watercara has adopted a set of key non-financiaf performance measures {refer
to Appendix B},

Tthe performance target for greenhouse gas emissions adopted in the
Auckland Pfan differs from that of the Draft Auckland Plan. Watercare is
required to redute greenhouse gas emissions by 10-20% by 2020 based upon
1950 levels and acknowledges the long-term target of a 50% reduction by
2050 based upon 1990 lavels.

Watercare has achieved a 76% overall reduction in greenhouse gas emissions
since 1990 and is working towards reduring levels further over future years.

In addition, Watercare generates over 29% of its total energy requirements
annually through its gas turbline electricity generators at Mangere Wastewater
Treatment Plant helping Watercare to be @ minimum cost service provider.
Watercare also generates electricity from small turbines on the water
discharge from storage dams and designs its pipelines to use gravity as much
as possible to reduce the need for pumps and associated power reguirements.
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Financial Performance
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Summary of capital expenditure

Key capital projects with a whole life cost over $2 million or of public interest (both renewal and new
projects)

Water

AMP/Farecast
($k)
Full Yeor
2014/15

Capilal Projects

Water
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Wastewater

Projects | Programmes With Whole of Life Cost Over $1 million

‘Projects | Programmes With Whole of Life Cost Under $2 milion

Project costs exclude capitalisation.
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Appendix A = Environmental Principles
(Table 7.1 is reproduced from page 176 of the Auckland Plan)

Table 7 1ty rormentsl Bronceples®
Autd and L 8 Vi IImen? st be heelthy and «esibient 1 oder to supo ot e and blestyle:

Yo ersure this we must secognise that

1

The environment supports us — we recognise the natural resources provided by
our environment have limits, and must be protected and restored to ensure our
future well-being.

We need to consider environmental values in all that we do — the interaction
between the environment and people is understood and considered in our
everyday behaviour and choices.

Everything is connected — human activities affect air, sea, land and freshwater
systems. Understanding the connections between environments in the way we
manage them is critical.

Biodiversity is everywhere — our flora and fauna, and their habitats, accur both in
public and private spaces, and in urban, rural, freshwater and coastal areas. To
maintain biodiversity values we must all work together.

Natural hazards can affect our well-being — we need to ensure that Auckland and
its people are resilient to the effects of natural hazards.

We are environmental stewards — future generations will depend on how well we
manage the natural environment.

Page 31



INDICATOR

| DRAFT MEASURE

| Numb of dry her sewer overflows per

Metwork
Performanca

m 100km af wastewaler pipe length per year

1

55

Reduced wastewater

ges to
enviranment

Chapter 7

# Average number of wat weather overflows per
| discharge location in pricrity vl
! i in areas

_ aaﬁ:ipn%*u‘

d by the

bk O

Consent

pplication lodged and

Reduce wet

to an average of no
mare than 2 events
per discharge
location per
annum, whafe the
stormwater and
waslewaler system
are separated, by
2040 (with priority
given to bathing
beaches and ather
sensitive receiving
environments by

1 2030)

Chapter 12
Chapler 5

; Chapter 7

Chapter 7

Potable Water P g i with Mo drinking 100% 100% 100% Safo and reliablo Impravad public Chaptar 1 Improve the education, health and safety
Quality water standards for graded plants drinking water health of Aucklanders. with a focus on those
(excluding minor or technical no fiance] . ; Hostin now 5 K
Percentage of metropolitan water treatment 100% 100% 100% Sale and reliabls Improved public Chapter 1 Improve the education, health and safety
plants achieving Grade A drinking waler health of Aucklanders. with a focus on those
. most in need
Percentage of metropolitan water supply 100% 100% 100% Safe and reliable m improved public Chapter 1 Improve the education, health and safety
reticulation achieving Grade 8 drinking water health of Aucklanders, with a focus on those
- | mostinneed
P ge of nan litan water treatment | 50% 50% 50% Safe and reliable Improved public Chapter 1 Improve the education, health and safety
plants achieving Grade A drinking water health of Aucklanders, with a focus on those
mast in need
2020; 100% | 2020: 100% Chapter 9 Support rural setll = bving: o
i - . communiies
P ef non p water supply ' 50% 50% 50% Safe and reliable Improved public Chapter 1 Improve the educalion, health and safety
reticulation achieving Grade a drinking water health of Aucklanders, with a focus on those
mosl in need
2020: 100% | 2020: 100% Chapter 9 Support rural seitlements, living and
o S ~ communilies o
Conti of Py age of unpl: d water =B5% 285% 295% Safe and reliable i Improved public Chapter 1 improve the education, health and safety _
Supply restored within five hours drinking water ! heaith of Aucklanders. wilh a focus on those i
" ) ; ; 1 _|_most in need e
of unp water ptions per <10 <10 <10 Safe and reliable Improved puhiic | Chepter 1 Improve the education, heallh and safety
| 1000 connected properties drinking water health ] of Aucklanders, with a focus on those

__| Sustainably manage natural resources |

most in need

Improve the education, health and safely
of Aucklanders, with a focus on those
most in need

Optimise, integrate, and align utility
provision and planning

Priotitise and oplimise our and
sport facililies and public open space use
and the capability of recreation and sport
organisations. ;
Treasure our coasline, harbours, 1slands
and marine areas

natural
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INDICATOR DRAFT MEASURE TARGET | TARGET | TARGET
Number of sewer bursts snd chokes per 1000 | <10 <10 Reduced wastawater | Healthier Chapler 12 Oplimise, intagrate, and align utility
properies discharges o the provision and planning
enviranment Chapler s Prioritise and optimise our recreation and
sport facliities and public open space use
and the capabliity of recreation and sport
organisalions.
hapte Treasure our coastine, harbours, islands
¢ £ and marine areas
Waslewater Percentage of wastawater discharged thal is 100% 100% 100% Reduced Healthi Chapter 5 Prioritise and optimise our recreation and
Treat Plant lianl with discharge requit offacts on environmant sport facililies and public open space use
Compli (excluding minor or technical non- li enviranment in urban and the capability of recreation and sport
for Melropolitan areas areas organisations.
Chapter 7 our , hart islands
and marine areas
Chepter 7 Sustainable manage natural resources
Percentage of wastewaler discharged that is 35% 65% 65% Red! o ; rural and Chapter 7 Tr our , hart istands
i pliant with i 'ge requi effects on coastal environment and marine areas
i g minar or technical non. ) environment in rurat
for non-Metropolitan areas areas
2020: 100% | 2020: 100% Chapter 7 pe:siturel
Create a sustainable balance between
Chapler environmental protection, rural
production and aclivities connected to
dieg Al enviroament
RMA Ci i Number of ful RMA p i o o o R d Haallhi Chapler 7 AL our ling, harb islands
against Watercare effects on environment and marine areas
: environment Bimdalnabb
Chapler 7 ly ge nalural

Health, Safaty and wall-being

Lost-time injury Lost-time injury frequency rate per million hours | <5
S worked

Not applicable

Leval of ACC P Tediary Tediary Tertiary Nol applicable Not applicable Not applicable Not applicable Mol applicable

accreditation
Slaffing Percantage of lotal hours absent dua to iiness | <2.5% £2.5% =2 5% Not applicab Not Nat applicabl Not applicat Not applicable

Percentage of valumary leavers relative to £12% £12% £12% Nol applicabla Not applicable Nol applicable Nol applicable Not epplicable
number of permanent slaff

Cuslo P ge of y f 80% 80% 80% Satisfied cuslomers | Better quality water Chapter 1 improve the education, health and safely
with W, s delivery of water and services of Aucklanders, with & focus on those
westewaler servicas most in need

Chiplees Grow a business-friendly and well-
S— functioningeity  __ _
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number of permanent slaf

c P ga of surveyed ;
Satisfaction with Watercare's delivery of water and
waslewater services

Satisfied customers

Better quality water
sanvices

-

Chapter 1

Chapter &

INDICATOR DRAFT MEASURE TARGET TARGET TARGET
Number of sewer bursts and chokes per 1000 10 <10 Reduced waslewaler | Healthier _ Chapler 12 Optimise, integrate, and align ulilily
propertias disct 1o the i ! provision and planning
i enviranment { Ghapter Prioritise and optimise our recteation and
: sport facililies and public open space use
| _ and the capability of recreation and sport
_ 1 organisations.
7 T our coastli islands
Chaples and marine areas
F ge of discharged that is 100% 100% 100% Reduced adverse Healthier Chapter 5 Prioritise and optimise our recreation and
Treatmant Plant pliant with t discharge req effects on environmant spor faciliies and public open space use
Compliance (eacluding minor of lechnical non-compliance) enviranmant in urban and the capability of recreation and sport
for Metropolitan areas areas organisations.
Chaptar 7 T our ine, hark islands
and marine areas
Chapter 7 k natural
P tage of d thatis 35% 65% 65% Reduced ad Healthier rural and Chapter 7 Treasura our coastiine, harbours, islands .
liant with disch q effects on coastal environment and marine areas i
{exeluding minor or technical non-compliance) environment in rural
for non-Metropaolitan areas aress - -
2020:100% | 2020: 100% Chapter 7 y manage natural
Creale a sustainable balance between
Chaplerd environmental protection, rural
production and activilies connected lo
[ UL TS : S—— RREPRTRIIT IS rural onvi =
RMA C: of | RMA p 1] 0 0 Reduced adverse Healthier Chapler 7 Treasure our coasiline, harbours, 1slands
against Watercare effects an environment and marine areas
emwronment e
Chapler 7 d nauieal
Heailth, Safety and wedi-being
Lost-time injury | Lost-time injury frequency rate per million hours | <5 55 5 Not applicable Not applicable Not applicable Not applicable Mot applicable
worked e ——
Levet of ACC Tedisry Tertiary Tartiary Mot applicable Mot applicable Nat appli Not appli Mot applicable
accreditation ; i i
Staffing Percantage of total hours absent dua to illness | 52.5% =2.5% =2.5% Not appheable j Nat applicable Mat - Mot Mot applicable i
Percentage of voluntary leavers relativa to <12% €12% s12% Mol applicable Not applicable Not ap

Not applicable _

Improve the education, health and safely
of Auckianders, with a focus on those
most in nead

Grow a business-friendly and well-

functioningeity

Page 33

[45]



pg 9Bay

: paau u 30w
i esoyiuo snaoj e yym ‘sigpuEppnY jo
- Ai2jes pue yiieay "uoreanpa ay) saoidun

| szidayg

yizay
2qnd paoidu|

S30NIBS
1aem BIGRRIOHY

BELE

swoaw
pioyssnoy abesane au) o) aaneas seauss
Aiddns sojem uo aumipuadxs jo abejusorag

nuue|d pUE LOISIAG)
Ayin uBye pue ‘sjesBaju “ssundg

wawdeyanap e ut ubissp poob puswag
abueyd ajewyo By
ERJEZRY jRINEL O} BouSEISAI PHNG

£y Bupuogauny
-liam pue fpusypssauisng B mois

Pa3U Uy jsow
G50} U0 SN0} B Yt ‘sISpUENINY jo
Aigjes pue unesy 'uoneanpa ay) anosdw

Buuueyd pue uoisinosd

aiqeagdds Jon

FARLE ]
01 1=qdeyD

giedeys
£Liedeyy ¢
gJsidey) |

| Jeidayy

siqeaydde jon

hﬂ pegsasIe

su puewap Aueak
-G 198w o} s
2bug| Bulpnju
‘pue| ssauisng

1 dnoig soj

| HKyomdes paswss
i puepsuugd jo
m uaspoud Buob-ug

Siqeafidde joN

ajqedde joN

imem Aienb Jeyeg i

%58<

ge=

%58¢< | annEes -__.i.__oes_-aﬂs_n_ﬁn__u&!kenn__

wsugsnine aoud Aue 810j8q (044) senc0
1S4EIU 01 SUONRIADO WO} MOY SPUN) WhwU |

e

' sluels
Aupin uBile pue “ajeiBajus ‘ssiumdo Z1 Jeideyn ua-E_._gfoﬂv._ma MINGUISIP [1218) PUB B[ESEIOYM BY] WOy S3550]
1910} 40 %21 SBpNAL! L2iyM 'S95S0] ,j8s), S© pauyap I sy,
4 Uey) $$3] 0] SBS80]
aBuey apewip sjebyy gJedeyn bty i
aiqejod jenuue EINEU JO B8N BENOSA Jajem BLUN[OA IOMBU [B]0] S8 PRINEE3W ,50550)
[RInjeu ab £15deyD | wnwixew esnpay Q[QELIEISNS IoK | UC PUBWSR PAINPaY WHEL %EL %EL Homjeu Jajem siquiod [Enuue jo efisjusciag IS0 JAEAL
[ T e 5202 9 %St | ~ Kepjugsiedn 6 = w00z Ul suiaseg |
abuew ajew eEbiw gimdey 4q sjena| pOoz _ * Aepuosiady 552 = 520z soj 106umy |
woy i1
Jajem eyded [eimsu jo esn | BEUNGSH B uoneAagu0Y
[eanyeu by Ageueieng Lmdeys | Jed sswub sonpey _ SIQPUIBISNS QU0 | UD Puewap peanpey %SFSLZ REFSLT WETALE (Aepjuossedaeiy) uopdwnsues endes jag imem
n“ = .1.._‘ = =T - - .v. " Ud - . By o 1 q ;
Ao Buiuaipuny .
“Hiam pue Apusy)-ssausng e mosn giadeyy
paau ul jsow
" BppnY sooes skep Bunjom 0 iy pasop pue
asﬂohuo s_.u_.uga.unﬁh..w.a.ucﬁ !E:_._-a | sedey Jajem Ajenb Jopeg | s1owoisna paysnEs | %56 %56 %56 | Penoasal, Bujaq pue sjuiEidwod jo abejusaray
i ~ i Bujuouny i
! -{leM puE Apusuy-sseuisng e morg —
i e 9eydeyd SUoKIILUGD
i "gI0pUl : Yieay iajem Bunjuyp . a_na_s 1318M 000'1 Jed (eourieadde unopo
m_ asnn“nw_.__-_asquzwu._ h&.ﬂaua E_-_hﬂ.uﬁ 1 Jedeyy ajgnd pancsduj Sqeya) pue Bjesg b 1d 5> 24 S1581) sjure|duwios Ajenb Jaiem jo sequingy
i “liam pue fpuaupssausng @ moig a01dyD _
i OB Uf jsOw I .
; ihns_ L-Ss_uﬂn_ hu____ﬁ.ﬁ- sy} es.h_“__ | terdeyn _ smem Ayenb saygeg | swaisna paysies %08 308 %08 | sp ; 02 u1yim p siiea yo 26 d
_ _

FUNSYIWN LAvHO







Report to the Board of Watercare Services Limited

Subject: Funding of Growth Capital Spend via Infrastructure Growth Charge
Date: 27 February 2014
1. Proposal

Itis proposed that an updated set of Infrastructure Growth Charge (“IGC”) Principles and
methodology for calculating the required IGC to fund Growth Capital Spend be implemented
for:
- new connections to the Metropolitan network,
- new connections to the network serviced by stand-alone Rural treatment plants; and
- schemes to service unserviced areas outside of the Watercare published Asset
Management Plan.

Proposed changes would feature as an element of Watercare's input into the Auckland
Council 2015/25 LTP process.

2, Purpose
The purpose of this paper is to seek Board feedback to the proposal so that further

development of the proposal can be considered.

3. Background

In March 2011 the Board approved the general principles under which an IGC is charged.
Since that time Auckland Council has issued the Auckland Plan and the draft Unitary Plan
along with establishing the Auckland Housing Accord and associated Special Housing
Areas, all of which provide for significant future growth within the Auckland region. The
Auckland Council medium forecast for population growth from 2015 to 2025, upon which the
Watercare AMP is based, sees an additional 1 10,000 dwellings' being added to Auckland.
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Fig 1 - Driver of growth from Auckland Council Plans

" Not all forecast new dwellings are within Watercare current or planned service areas. Refer to the AMP for
details of serviced growth.
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The funding required for the Water and Wastewater infrastructure needed to service this
growth has resulted in a review of both the 1GC principles and the methodology which
establishes the level of IGC unit rates required to contribute to this capital expenditure

4. Applying IGCs to fund Growth Assets

Traditionally 1GCs (and Council Development Contributions from the former LNOs) have
been seen as a tool for recovering the cost of constructing growth assets from new
custorrers. 1GC revenue budgets were set to recover a % of current or near {erm historical
capital spend, the IGC was then derived based on expected number of new connections in
the financial year. Refer to Fig 2 below:

H

Deemed subsidy i
5 year hirecagt
ipltal spand from. . I
= {:]hem?’ﬁ m 5 yedr IGC revenue Divided by forecast raquired per
- ! ' requirement number of new connections Household

Equivatent '

Fig 2 - Historical approach to calculating HGCs

It is proposed that a longer term view encompassing whole of life costs be adopted. This
includes a revised methodology which is based on a growth capital spend per new dwelling
using a 15 year timeline (5 year historical data and 10 year plan data) to derive a
representative capital spend on growth projects and a forecast of new connections over the
same 15 year period.

We then calculate the asset costs over the asset lifetime, the components of which are
depreciation and interest expense on debt. We compare this cost plus operating costs to the
tariff collected from an average customer under our existing pricing regime. The difference
is a funding shortfall and in order for the growth customer to fully fund their associated costs
this must be funded through an IGC. A pictorial view is included in Fig 3 below.
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Fig 3 ~ Proposed funding cost of growth capex
This provides equity between growth and existing customers.

41, Calculating Growth Funding Requirement
The total growth funding requirement is made up of two parts:
- the previous 5 years of actual growth capital spend
- the planned growth capital spend for the current year and the following 9 years (the
equivalent of the 10 year AMP period).

This provides a 15 year calculation of growth capital spend on which to base the forward
IGC unit rate requirement. The AMP is formally reviewed and approved by the Board every
3 years allowing a calibration of future growth spend to allow for variance between actual
growth and previously forecast growth. This will provide a more predictable and less
variable price path for the IGC unit rate in the future.

Growth capital spend is identified in the AMP. The level of growth capital spend will be
independently reviewed for robustness as some engineering judgement is required to
identify growth components of projects which deliver a combination of growth, renewal and
leve! of service outcomes. As projects are approved a revised assessment will be made of
the portion allocated to growth.

5. Metropolitan and Rural IGCs
It is proposed to implement an IGC based on two service areas, Metropolitan and other
existing or planned service areas (Rural). Growth areas have been distinguished for 2
reasons
1. The cost of servicing growth in the metropolitan area is significantly less per dwelling
than in smaller rural areas.
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2. The ability to provide a price signal to large non domestic customers who otherwise
may request service from a small rural network/ireatment plant. Walercare's ability
to discourage the taking of excess capacity at a rural plant by a single large customer
would be diminished without the ability to differentiate on price.

A Metropolitan 1GC would be set and apply for the metropolitan growth community:
Who are supplied by Watercare's contiguous water supply system:, and

- Who are serviced by Watercare's wastewater treatment plants at Mangere, Rosedale,
Army Bay or Pukekohe.

This is consistent with the existing definition of a Metropolitan 1GC apart from the inclusion of
the Pukekohe WWTP. Pukekohe was previously not serviced by the contiguous water

supply.

Where a Metropolitan IGC does not apply a Rural IGC would apply, if the provision of
services to support that growth:
is available within existing Watercare infrastructure; or
- is allowed for in the currently approved and published Watercare Asset Management
Plan

Where only water or wastewater service is supplied to a Rural Community the Rural IGC will
be apportioned to only charge for the service provided in the published AMP.,

6. Unserviced Growth

Where a development is not part of the Metropolitan or Rural growth communities (as
defined in 5 above) a separate IGC will be set by Watercare for that specific development
such that 100% of the cost of growth capex is recovered from the associated growth

community,

Such an IGC allows for funding of unplanned infrastructure to facilitate growth outside of the
AMP where Watercare s required, or chooses, to provide a service.

it is envisaged that where a scheme outside of the AMP requires ongoing subsidisation in
terms of operating costs the IGC will be set to recover the costs of capital spend only
ignoring future operating subsidies but accounting for predicted timing of development.

This is a model which was applied to the construction of a Wastewater treatment plant to
service the Clevedon Plan change.

The advantage of separating unserviced areas from Rural {as defined in 4 above), for the
purposes of calculating an IGC is that any development of land in a serviced area will not be
adversely impacted by unplanned activity in costly unserviced areas.

7. Developer provided wastewater services

Where the developer believes the resulting IGC cost for an unserviced area is prohibitive
they may elect to build and operate their own water andfor wastewater service for the
proposed development.
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There is no statutory requirement for Watercare to provide bulk services, however under
s58(1) of the Local Government {Auckland Councif) Act 2009, Watercare must “give effect”
to the Long Term Plan (“LTP"). In practice we are providing such services for Council led
plan changes, including land rezoned by the Unitary Plan.

Watercare has taken a broad interpretation of its responsibilities to provide services. [f the
Council granted a plan change to rezone land for urban development and Watercare refused
to provide bulk services, this would frustrate Council’s intention in making land available for
development. So, Watercare is propesing to provide water and wastewater services to
Clevedon and Kingseat which were rezoned under Council led plan changes, despite
Watercare not being involved in the early planning.

In respect to private plan changes where jandowners are seeking rezoning of land for urban
development or a resource consent to allow development, Watercare is under no statutory
obiigation to provide services. However, once a private plan change is approved, there is no
distinction between a public pian change and a private plan change.

The legal advice is that the adoption by Councii of a plan change re-zoning an area for urban
expansion is not sufficient to trigger the obligation in 58, Watercare is not required by s58
to fund and provide bulk services for new development unless the Council specifically
directed, in writing, WSL to make that provision.

Such a direction may run counter to the obligations under s57 to act efficiently and keep
costs to a minimum to customers collectively. Legal advice received is to the effect that the
obligations under s57 “trump” those under s58.

8. IGC Principles

Collecting funds via an IGC wilf ensure that investments to meet growth will continue to be
paid for by those that increase demand on the system, rather than place the burden of
increasing costs on existing customers. This funding principle is in line with customer
research and feedback, which consistently shows that those who create demand should pay
for it.

A draft set of principies are attached as Appendix 1. There are no significant changes
proposed to the principles since the Board last endorsed them in March 2011 apart from the
implementation of the methodology detailed above and the inclusion of Pukekohe WWTP
within the definition of the Metropolitan IGC area. Previous principles and proposed
changes are detailed in Appendix 2.

9. Impact on Watercare ten Year Financials

The proposed methodology and principles would provide a more certain and realistic price
path for IGCs over the period of the Auckiand Council LTP. When the 3 year LTP cycle
comes around the methodology will naturally recalibrate IGCs to allow for differences in
forecast and actual growth spend and new cusiomers.

There will need to be consideration during the LTP consuitation process as to how the
transition occurs, particularly for a change to one Rural iGC.
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Full modelling of the impacts on IGC rates will be provided as part of the LTP process.
8. Impact on Customer Contract

The customer contract and customer charter will be updated to reflect the approved
principles set out in section 6 above following their approval.

9. Review of Approach
The methodology for calculation of IGCs as outlined below has been reviewed by PwC, A
copy of their review report is attached as Appendix 4.

10. Developer Provided Assets
Refer to Appendix 5 for details of the process to manage developer provided assets.

11. Recommendation

That the report be noted and feedback provided.

Report prepared and Reviewed and Approved for submission by:
recommended by: recommended by:

"M Bridge B Monk KM Ford
Commercial Manager Chief Financial Q( Chief Executive
Officer
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Appendix 2 - Overview of changes to principles

Sy

|

7

2011 Principle

’The IGC shall be calculated each year as
! part of the Asset Management Plan and
i Funding Plan cycle.

| demand for water and/or
services shall be charged an IGC.

" All “existing non-residential customers that |

increase their demand for water and/or
wastewater services shall be charged an
IGC.

~A uniform IGC rate shall be applied to all

development within the metropolitan area
, Supplied with water from Watercare's
contiguous water supply system and/or
those areas serviced by the Mangere,
Rosedale or Army Bay wastewater treatment
’p!ants

| The developer may also be liable for
additional capital cost to service an area
beyond the existing network or where an
upgrade not identified in the Asset
 Management Plan is required to service the

. hew development.

s e ————r—

' The IGC rate to be applied to all
development connecting to a non-

metropolitan scheme shall be based on the
actual or forecast capital expenditure for that
scheme.

.} _TB;—.

|

|
1

‘Maintained

Change to Revised Principles 2014
Maintained

‘I Al new customers that increase their | Clarified as only applies to non
wastewater | residential IGC customers.

Addition of customers connected to |
Pukekohe WWTP added to definition of
Metropolitan area.

Standard Rural IGC based on growth |
capital spend for all non metropolitan
plants.

Any scheme outside of the AMP will
have an IGC set such that the capital
spend required is fully funded over the
asset lifetime.

IGC shall cover both water and |
. wastewater where these services are ;
provided. Some non-metropolitan areas
currently only have either a water or
wastewater service. The IGC for those areas
, covers the one service provided. The IGC for
the second service would be applied when
that service became available and

' customers requested a connection to that _

' service.
- The IGC for non-residential customers may

“be adjusted where their water demand is |
substantially larger than their wastewater

demand.

Inherent in the IGC calculation and the ;

AMP capex assumptions. .
!

Maintained.

| The IGC for residential developments shall
_ | be based on a household equivalent unit | r
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2011 Principle Change to Revised Principles 2014

| | with a water consumption of up to 600 litres | use.
i | per day. An IGC is charged for each new

| residential unit. A dwelling is defined as a separately

habitable space:

- Capable of separate legal
ownership, (i.e. a separate legal
title) ; or

water or wastewater services.

for IGC purposes.

' - Where the dwelling is connected to

‘ water supply with a meter greater
than 25mm Watercare reserves the
right to treat this as non residential

- With a separate connection to either

l I L e =
'8 . Residential units with a floor area less than  Maintained
'; 65m? shall be charged two thirds of the IGC |

 rate. '

9 | The IGC for non-residential developments | Maintained.

shall be based on the forecast water demand

- divided by the household equivalent unit of

600 litres per day. Multipe household

| equivalent units shall be rounded to the

| nearest whole number. The minimum IGC is
i one household equivalent unit.

10 "The IGC for mixed use developments would | Maintained.
be calculated separately and added '
together. |

11  The IGC shall be charged at the time of
water andfor wastewater connection |
approval.

i
|

Clarified to reflect current practice.

; Existing non-residential customers that | Maintained
i, increase their demand for water and
wastewater services shall be charged when
their demand increases.

 be charged the retail network component ' Watercare operates all infrastructure
| only where there is deemed to be no net
increase in demand on the bulk.
. infrastructure.

{

113 ' The IGC for major non-residential customers | Maintained

! with a staged development shall be
. assessed for each stage and reviewed
annually.
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Appendix 3 — Guidelines for establishing consumption of residential apartments,
student accommodation and retirement villages

Where a number of dwellings are connected to the water supply with a single meter
Watercare reserves the right to treat this as non residential for IGC purposes. The following
is a guideline on how to estimate usage in circumstances such as apartment complexes,
retirement villages and student accommodation or similar.

An assessment should be made for each dwelling within the development and summed to
give the total dwelling equivalents.

All floor areas are net of common areas and external decks but inclusive of external walls of
the dwelling.

. Number of Dwelling Equivalents r_ . Floor area maximum of
{ Number of bedrooms | Uptod0 = 401065 | 65to 100 | More than
5 wd e B SQm |  sgm | sgm 100 sgm
| Studio apartments 0.33 0.5 0.67
One bedroom 0.5 0.5 0.67 1.0
Two bedrooms 0.5 0.67 0.67
Three or more bedrooms 1.0

In addition to dwellings the following should be considered:

- An allowance for common facilities €.g. pools and gym areas which may impact on
water usage.

- All non domestic tenancies within the development wiil be separately metered from
domestic tenancies.

st
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APPENDIX 4

Marlon Bridge
Review of proposed IGC methodology
31 January 2014

l DRAFT

pwc

Draft for discussion
Strictly confidential

Marlen Bridge

Watercare Services Limited
Private Bag 92 521
Wellesley Street

Auckland 1141

31 January 2014

Review of proposed method for calculating Watercare’s infrastructure
growth charges

Dear Marlon,
Introduction

We have had a number of discussions with you and others about Watercare’s proposed method for
caleulating infrastructure growth charges (1GCs) in the future. Most recently, we provided you with a
report, dated 15 January 2014, which outlined our thoughts on the proposed method.” This included a
suggestion for an alternative, simpler, method of implementing Watercare's proposed approach.

Watercare provided us with a spreadsheet entitled “Calculation of existing HUESs 20131213.xlsx” on 30
January 2014, This spreadsheet is an amended and extended version of a spreadsheet which PwC
initially prepared for the purposes of discussion. Watercare advised us that this spreadsheet calculates
an 1GC amount for Watercare for FY14 using the alternative method we suggested in our January
report.

We have reviewed the method used in the spreadsheet to calculate the IGC amount.

General view

In general, and notwithstanding the caveats noted in the next section, we consider that the method
and values used in the spreadshect to calculate the IGC are reasonable. It therefore follows that the
charge stemming from these calculations is reasonable.

1 pwC (15 January 2014), Walercare’s Infrastructure Growth Charges — a review of the approach to, and method
of. adjusted IGCs for future rates payments, report prepared for Walercare.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142 New Zealand
T: +64 9 355 8000, F: +64 9 355 Boo1, www.pwe.com/nz
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Discussion
What we have reviewed

This spreadsheet includes calculations other than those used to determine the IGC amount. For the
purposes of this note, we have only reviewed the methods which affect the IGC calculation. That is, we
have only reviewed the calculaticns, and values, which affect the IGC amount calculated in cell Mz2 of
the 'PWC calc’ sheet.

A number of inputs to this calculation are either hard-coded or linked to other Watercare
spreadsheets. We have not reviewed these input values,

ed in

The spreadsheet calculates the IGC amount using the following broad steps:

The current annual cost per HUE of the existing community is determined.

[t is considered that all households in both the existing and growth communities will pay an
annual ongoing charge equal to the annual cost per HUE of the existing community.

The annual cost per HUE of the growth community is determined.

The ‘incremental cost’ of the growth community is determined by subtracting the annual
charge from the annual cost of the growth community,

The IGC is calculated as the NPV of a series of annual amounts equal to the incremental cost
over the expected life of the growth community assets.

In general, we consider that the above approach is reasonable. It is consistent with what we suggested
in our January report.

Noted items

However, we note that the following input values may need to be considered further:

PwC

Growth capex — The spreadsheet describes the value used as the sum of growth capex from
FY14-23 consistent with Watercare's most recent Funding Plan. The usc of multiple years is
reasonable, and helps smooth the charges over time. We note that (given how the value is
used) this value should be calculated as the sum of real FY14 values, undiscounted, It is
unclear whether this is how the value is determined.

Interest rate — This should be based on a long-term interest rate. We have not been able to
review the method for determining the interest rate. We note that the value used is higher than
that used in an earlier spreadsheet; however a reasonable estimate for a long-term interest
rate could potentially be higher still.

Number of domestic HUEs — This value is set equal to the number of domestic households.
This method does not explicitly account for Watercare’s policy to assign HUEs of less than one
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to small apartments. Wa:ecrcare should consider making an adjustment to the calculation to
account for this policy.

Lastly, we note that the calculation of the number of existing community HUES (in the ‘HUEs’ sheet)
could be undertaken using a smaller number of inputs (and still get the same answer). In particular,
the calculation could be undertaken using only (i) the proportions of water load between domestic and
non-domestic, and (ii) the number of domestic HUES,

Yours sincerely

Guareth Stiven Craig Rice

Director Partner

Email: gareth.n.stiven@nz.pwe.com Email; craig.rice@nz.pwc.com
DDI: 09 355 8608 DDI: 0y 1355 8641

PwC Page 3
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This letter has been prepared for Watercare Services Limited (Watercare) to advise on how Watercare
calculates its Infrastructure Growth Charges. This letter has been prepared solely for this purpose and
should not be relied upon for any other purpose. We accept no liability to any party should it used for
any purpose other than that for which it was prepared.

This letter has been prepared solely for use by Watercare and may not be copied or distributed to third
parties without our prior written conscnt,

To the fullest extent permitted by law, PwC accepts no duty of care to any third party in connection
with the provision of this letter and/or any related information or explanation (together, the
“Information”). Accordingly, regardless of the form of action, whether in contract, tort (including
without limitation, negligence) or otherwise, and to the extent permitted by applicable law, PwC
accepts no liability of any kind to any third party and disclaims all responsibility for the consequences
of any third party acting or refraining to act in reliance on the Information.

We have not independently verified the accuracy of information provided to us, and have not
conducted any form of audit in respect of Watercare. Accordingly, we express no opinion on the
reliability, accuracy, or completeness of the information provided to us and upon which we have relied.

The statements and opinions expressed herein have been made in good faith, and on the basis that all
information relied upon is true and accurate in all material respects, and not misleading by reason of
omission or otherwise.

The statements and opinions expressed in this letter are based on information available as at the date
of the letter,

We reserve the right, but will be under no obligation, to review or amend our letter, if any additional
information, which was in existence on the date of this letter, was not brought to our attention, or
subsequently comes to light.

This letter is issued pursuant to the terms and conditions set out in our work statement dated 9 May
2013, and the PwC Umbrella Terms of Engagement with Watercare dated February 2011.

PwC Page 4



Appendix 5 - Developer Provided Assets and Vested Asset Standards

Assets that are constructed as part of a new development are controfled through the
resource consent process which includes engineering design sign off. Engineering design
approval for water and wastewater assets is carried out by Auckland Coungcil as part of the
resource consent process.

Watercare has a service level agreement with the Auckland Council resource consent group.
Where a proposed development is for four or more dwellings, Watercare carries out a peer
review check of the propesed water and wastewater engineering design. Watercare also
employs three Asset Inspection technicians who attend pre construction meetings for new
developments, continue fo monitor development as it takes piace and provide final
inspection sign off of assets constructed. This approach ensures that the assets are
constructed as approved under the resource consent.

The standards that the assets are built to are currently set out in District Plans which are still
operative until the new Unitary Plan comes into effect. There are six district plans resulting in
six different sets of standards. Watercare introduced a revised set of standards in July 2011
intended to reduce confusion and provide a consistent and appropriate guality of asset for
Watercare. The new Watercare standard includes some changes introduced through local
government legislation at integration, public safety of Watercare assets for instance.
Auckland Council has not adopted the new standard for use as the six district plans
{legislation under the RMA} are still active.

in addition, Watercare has recently worked with Auckland Council Stormwater and Auckland
Transport to produce a combined Code of Practice (CoP) that brings together all of the
Couincil family of standards in ohe place. Watercare continues to impress upon Auckland
Council consent group the importance of using the new standards.

it should be noted that any resource consent that is submitted under the new Housing
Accord follows the consent process as laid out in the draft Unitary Plan. The Housing Project
Office has agreed to use the Watercare standards now which will be used following the
introduction of the Unitary Plan.

Assets that are constructed through new development that meet their consent conditions
receive approval by Auckland Council through a 224c certificate. As built drawings are
sighed off by Auckland Council and a schedule of assets is prepared which includes
valuation of the assets.

The as built information is checked against the schedule by Watercare and if correctly
matching the assets are created in Watercare's GIS system and from that point the asset is
considered to be owned by Watercare.

Once the assets are owned by Watercare the vested asset is recognised in the financial
accounts. The value of the asset and the corresponding vested asset income is obtained
from the developer provided cost information. Should this cost be different to the Watercare
equivalent unit rates the next revaluation will result in a valuation change and an adjustment
{o the asset revaluation reserve.

Page 17 of 17
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Report to the Board of Watercare Services Limited

Subject: Update on Non-Revenue Water and Network Leakage programme
Date: 21 February 2014
1. Purpose

The purpose of this report is to provide an update on the progress towards the non-revenue
water and real losses reduction programme.

2. introduction

In February 2013, a number of initiatives to understand and manage water losses
commenced. These are progressing well.

There are many components that contribute to the total water loss as shown in Figure 1.
Within this, there are two areas that will provide significant benefit. The first is reducing
leakage from the network, which assists towards the deferral of growth projects. The second
is generating additional revenue from unbilled/illegal usage and repiacing meters that have a
high degree of inaccuracy.

An active leak detection programme, involving acoustic ground survey of approximately
4000km (approx. 50% of the retail network) of watermains has been successfully completed
and has located numerous network leaks. However, in some areas, new leaks are created
following the repair of the initial leak due to the fragile condition and material type of the
watermain. This has highlighted that proactive watermain renewals are required to support
the leak repair programme to achieve sustainable benefits. Our work has also shown that
network leakage may not necessarily be the only component towards achieving a reduction
in non-revenue water and real losses, Our initial work suggests there are a greater number
of properties than expected which are un-metered or ilegally using water. Also, recent
testing of a small sample of old meters suggests that our older meter fieet may be under
recording consumption between 5 - 10%.

3. Overview of the Total Water Mass Balance

Watercare adopted a water mass balance approach, with specific emphasis on calculating
non-revenue water and real losses. The mass balance approach is shown in Figure 1. 1t
identifies the total water produced, incorporating the transmission network losses. Water is
then categorised into water consumed that generates revenue and an unbillable component,
known as non-revenue water. The non-revenue water is further defined into the following
four categories:

Authorised use that is not billable i.e. fire fighting, operational flushing
Meter under-recording i.e. inaccuracy inherent in ail meters

Unauthorised consumption i.e. Hlegal usage

Ll

Real losses i.e. water leaking from the network reticulation

-
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4, Statement of Intent (SOI) Water Losses Definition

The SOI focus is on network losses and states, “the percentage of annual potable water
network losses, where losses are defined as real losses from the wholesale and retail
distribution systems”.

To accurately calculate real losses, it's important that the factors that influence this
calculation are accurately accounted for; otherwise the real losses from the network will not
be truly reflected and may result in unproductive focus and expenditure.

While the SOI has a focus on network real losses, internally our focus will be on reducing our
volume of non-revenue water. By doing this, it will drive initiatives that will gain additional
revenue at the same time reducing real losses.

The SOI real losses target for the 2013/14 year is 14% and 13% for the 2014/15 year. It is
proposed to retain the 2014/15 target as there currently is no reason to substantiate change.

Currently real loss from July 2013 to November 2013 is 14.26%. (2012/13 was 14.8%)

Given the overall importance of non-revenue water, Management has placed a greater focus
on this as it currently sits at 17.3%.

5. Review of Allowable Assumptions

A number of assumptions are incorporated into the calculation when quantifying non-
revenue water and real losses. The assumptions take into account water that is used, but
not billed The following assumptions are incorporated into the calculation:

e Meter under recording. Currently an under recording allowance of 3%, based on
the NZ Water Benchmarking of water losses in New Zealand publication is used.
Recent testing by Watercare of a small sample from our meter fleet, including
analysis by the University cf Auckland together with data from International water
companies, suggest meters that are >15 years under record consumption between 5
—10%. Watercare has 50% of its meter fleet >15 years.

G2



= Unauthorised use. Currently 0.1% is used, based on the NZ Water Benchmarking
of water losses in New Zealand publication, though the publication goes on to state
this factor may not be realistic in practice. Work carried out by our Revenue
Assurance Team, together with International experience, suggests an allowance
between 0.3 — 0.5% is more realistic.

« Fire fighting and operational usage. Currently 0.5% is used, which is consistent
with our analysis.

= Papakura sales. We have interpreted the SOI target to only include areas within the
direct control of Watercare, which excludes the retail losses from within the Vealia
franchise area of Papakura.

Discussions are underway with Deloittes on adjusting the allowable factors within our
calculation, If necessary, it is proposed that an independent review by
PricewaterhouseCoopers (PWC) is carried out, to substantiate any changes to the
assumptions used in the calculation.

6. Summary of Current Activities

Watercare has an effective response and repair process with its network maintenance
contractors, where all reported burst and leaks are promptly addressed. In addition 1o this,
the following activities are underway:

© Leak detection. Approximately 4000km (50% of the water network) has been
ground surveyed in the last year. This has identified approximately 3000 leaks, of
which 1400 large to medium leaks have been repaired within the current year's
budget and 1600 smail leaks (not currently visible on the surface) are being
monitored. It is proposed that these leaks are repaired in the new financial year,
when funding is available, as they will eventually tumn info burst or visibie leaks,
requiring repair. Also, these un-repaired leaks may pose a public health risk by
allowing ingress when the network is depressurised.

¢ Meter under recording. An accuracy testing programme is underway with 800
meters replaced and tested to date. The analysis from the testing programme will
feed into our meter under recording assumption and will determine a cost effective
meter replacement programme, generating additional sales revenue.

s Minimum night flow testing. Minimum night flow testing is where small areas are
created and alf water going into the area is controlled and alf major industrial water
users monitored. A mass balance then determines whether the area has a high
network leakage or illegal usage. A number of areas have been completed and the
results indicate that network feakage is not the main factor.

= Unbilled/illegal usage. Currently only a small amount of work is currently carried
out to identify unbilled and illegal usage. So far in this financial year, approximately
$440k has been identified and billed. In the 2012/13 year approximately $450k was
identified and billed. Identifying unbilled or iflegal usage is an arduous process
involving property by property analysis; however, once illegal use is identified and
billed it generates on-going sales revenue.



7.

Summary of Future Focus Activities

It is proposed that an on-going targeted leak detection and repair programme continue as
good practice. In addition to this, the following activities are proposed:

8.

Pressure Management frial. Analysis by international water companies suggest
that leakage and break rates decrease when pressure is reduced. To verify this, itis
proposed to trial 2 small area o see the hefore and after benefits and impacts of a
pressure reduction programime.

Minimum Night Flow Testing (MNF). This is proven {o be a cost effactive method
in establishing whether leakage or illegal usage is the main issue in a given area.
While it is [abour intensive and incurs cost {0 enable small areas to be isolated
requiring ground crew over a period of 4-5 hours, it is proposed that the programme
continue until district metered areas are established over time.

District Meter Areas (DMA). DMA's are areas that are monitored by installing
pressure and flow loggers, which provide data similar to that of MNF tests. While
less labour intensive, it requires an initial capital investment in establishing the areas
and instaliing monitors that will provide continuous data aver a longer time period. A
report in 2011 prepared for Watercare identified establishing DMA areas across the
region at a cost of $40m. The full implementation of this report is not proposed,
however, it is proposed to create a number of small DMA's as a trial to establish the
cost benefits of the programme, This will determine whether there is a business case
ta continue with other areas.

Unbilled/illegal usage and change in usage. While this is the most difficuit to
achigve, it provides the greatest return as any unbilled or illegal usage identified can
be packdated as well as providing on-going revenue. An additional internal resource
to accelerate the work will be proposed in the 2014/15 budget.

Meter replacement programme. It is proposed to replace meters that are =15
years old. A business case is currently being developed.

Cost of Repairing Leaks

With the average cost of repairing a feak at $800, it's arguable in the short term whether it is
economic o repair small leaks as the cost to repair outweighs cost of the water lost
However, the accumulated volume of losses of all the small leaks in the long term may assist
towards the deferral of growth projects. Initial work shows that a 1% reduction in leakage
wifl defer growth projects by approximately 1 year; conversely, not continuing with an active
leak detection and repair programme, may bring this forward.

9.

2014115 Funding

An operational and capital budget for reducing non-revenue water and network losses is
being developed for consideration in the 2014/15 budget.

)
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10. Conclusion

While the SOI has a focus on network real losses, internally our focus will be on reducing the
non-tleakage components within the non-revenue water volume. This will drive initiatives to
gain additional revenue. There are a number of components which impact on the calculation
of real losses and these are being progressed. An active leak detection and repair
programme will continue, however, with the fragile state of the water network in some areas,
a proactive watermain renewals programme will need to be established. To ensure this
programme is carried out effectively, MNF will be conducted to establish whether Jeaks or
iltegal use is the main contributor of water losses.

11. Recommendation

It is recommended that Board note the repon,

Report prepared by: Recommended by: Approved for submission by:

, e

A Nama D Worsnop KM Ford
Operations Manager Chief Operations Officer Chief Executive
Networks

L
(]



The Central Interceptor (Cl)

What it is
A new sewer funnel between Westem Springs and the Mangere

Wastewater Treatment Plant (WWTP). The tunnel will be approximately

13 kilometres in length and will lie between 22 and 110 metres
below ground fevel. It will cross the Manukau Harbour at a depth of
approximately 30 metres below the seabed. The tunnel provides a

total storage capacity of approximately 200,000m?®, and provides

estimated cost savings of at least $500 million over its main
alternative solution.

Why it’s needed

» To duplicate the lower section of the regionally critical
Western Interceplor, particularly the Hillsborough Tunnel
and Manukau Siphon

* To provide additional sewer network capacity for growth
and development across the Auckland Isthmus

* To reduce wastewater flows in to local streams and harbours.

When

An Auckland Council-appointed Hearing Panel granted Watercare's
application for resource consents for the Cl in November 2013.
Construction is scheduled to begin in 2017; completion is expected
in 2023.

Reduced environmental risk for the
Manukau Harbour

The lower section of the Hillsborough Tunnel and Manukau Siphon
is estimated to have a residual life of between 15 and 25 years.
A consequence of failure could be a continuous wastewater
discharge into the Manukau Harbour for an unknown period of time
from over 200,000 customers, including the majority of industrial flows
presently treated al the Mangere Wastewater Treatment Plart.

Project timeline
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The Central Inferceptor viill be consirucled using a lunnel boring machine (TBM).
The machine pictured was used on Walercare's Project Hobscn.

Improved environmental outcomes

The overall wastewater network currently overflows to the Waitemata
Harbour at more than 200 points and to the north-eastern part of the
Manukau Harbour at 14 points. The Cl is expected to reduce the
annual average wastewater overflow volume by 80 percent,

Changes in volumes to Mangere WWTP

The completion of the Cl will increase the volume of mixed stormwater
and wastewater arriving at the Mangere plant by an estimated two
percent. The increase in volume of treated effluent entering the
Manukau Harbour will have no measurable effect on water quality and
will be within the consented limits,
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Pmpo sod toie sn d . on;;f;: offon site locations The Emergency Pressure Relief outfall structure at the Mangere
Pump Station is designed to discharge only in the low probability
i event of a prolonged outage of this pump station due to a significant
¥ Py mechanical failurs or power outage combined with a significant storm
Western Springs event (i.e. when storage capacity i the tunne! is fully used up before
the pump station can be brought back into service). It would be
unlikely to activate more than once every 50 years for a 1 year

storm event,
The Commissioners found that;
4 Easn * There are no practicable alternatives for discharge
mechanisms / locations.
* The probability of a discharge is very low.
S May Road, Mt Roskill * Ecological effects on the Manukau Harbour are likely to be
o, localised and short-term with no adverse cumulative effects.
» Amenity and visual effects on the Manukau Harbour will be
! localised and short-term,
: . [ * The EPR mechanism is essential and represents best
| i practice as a last-ditch fail-safe option.
e v .. Proposed alternative solutions
& Fovary r':i:nuzn:.n wies - * Local storage tanks are a key element of Watercare's existing
®  Seconuary cunsliueesn sies wastewaler network, and continue to be a useful solution for
! Conleal ntareptor sine. Mangere Pump Stafion | mitigating local overflows. However, given the number and size
|7 2 2 Sl A e | of tanks that would be required to duplicate the benefits of the
o D o Central Interceptor, they are not a realistic replacement for
Mangere Pump Station and Emergency Pressure this project.
Relief Structure * Continued separation is not cost effective and typically
The Clincludes a new pump station at the Mangere WWTP to pump does not achieve targeted results.
wastewater from the tunnel to the plant. The pump station is an * Combined sewer separation results in much more
essential component of the project, required to control the substantial environmental and community effects during
delivery of fiow from the tunnel into the plant, The pump station will construction, including the need to implement new sewers and
be designed so that the rate of pumping enables the plant to private home connections using an open trench construction
operate within flow limits set by its existing resource consents. method, and can lead to an actual increase in pollution
discharged to the environment.
( Cmss-secn‘on of pmposed mute
+--May Rd - dopth of ¢~ -Hilisbarough Rd - depth
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Waikato River Take Consent
Application — Key Facts

e One of Watercare's current supply sources is the Waikato River where it holds an existing resource consent authorising
the net take of up to 150,000 m*/day of water. Watercare is proposing to take an additional 200,000 m*/day of water
from the Waikato River.

e Other options considered include new dams in the Riverhead Forest and at Lower Mangatawhiri (neither of which is
sufficient, either alone or in combination, to meet the predicted demand, and both of which would entail significant
environmental impacts) and a desalination plant (which was ruled out on cost and environmental considerations).

e The effects of the proposed take on the river as it flows past Watercare's treatment plant will be: A water level change
of between %5 mm and 22 mm, compared with a typical water depth of approximately 6 m and a daily tidal variation of
approximately 0.5 m; A change in mean velocity of between 0.004 m/s and 0.002 m/s compared with a mean velocity in
these conditions of approximately 0.5 m/s.

e~ Independent experts have assessed that the predicted changes will have no significant effect on water temperature,
and changes in dissolved oxygen levels will be largely undetectable to wildlife or river users.

e Walercare's Waikato treatment plant is in the fifth sub-region of the Waikato River catchment (between Mercer Bridge
and the River mouth, as defined in the Waikato Regional Plan); its operation has no effect on the upstream flow.

e Consultation has been undertaken with bordering local authorities, Waikato-Tainui, mana whenua, key users of the
Waikato River such as power companies and agricultural and horticultural users, and other potentially affected and/
or interested parties including environmental groups. Watercare is committed to maintaining open dialogue with key
stakeholders throughout the consenting process.

e Watercare has set a water savings target of reducing per capita consumption to 15% below 2004 levels by 2025.
Records to date show that Watercare is on farget to achieve these savings. Auckland already outperforms other cities
in New Zealand and overseas in conserving water.
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