HUTT CITY COUNCIL

WELLINGTON WATER COMMITTEE

Meeting to be held in the Greater Wellington Regional Council, Shed 39,
2 Fryatt Quay, Pipitea, Wellington on
Thursday 16 June 2016&ommencing at 4.00pm

ORDER PAPER
PUBLIC BUSINESS

1. APOLOGIES

2. PUBLIC COMMENT

Generally up to 30 minutes is set aside for public comment (three minutes per
speaker on items appearing on theagenda). Speakers may be askedjuestions on
the matters they raise.

3. CONFLICT OF INTEREST DECLARATIONS

4. MINUTES
Meeting minutes Wellington Water Committee, 10 March 2016 2

5. FINAL STATEMENT OF I NTENT 2016-19 FOR APPROVAL (16/575)

Memorandum dated 20 May 2016 by the Divisional Manager, Secretariat
Services 7

6. COMPANY UPDATE REPOR T (16/576)

Report No. WWC2016/2/38 by the Wellington Water 57

7. BETTER LOCAL SERVICE REFORMS (16/609)

Memorandum dated 20 May 2016 by the Chief Executive 97

8. LETTER RECEIVED FROM CHAIR LGC RE ANALYSI S OF THREE WATERS
(16/579) 103

9. QUESTIONS

With reference to section 43 of Standing Orders, before putting a question a
member shall endeavour to obtain the information. Questions shall be concise
and in writing and handed to the Chair prior to the commencement of the
meeting.

Kathryn Stannard
DIVISIONAL MANAGER SECRETARIAT SERVICES
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HUTT CITY COUNCIL

WELLINGTON WATER COM MITTEE

Minutes of a meeting held in the Wellington Water Limited, IBM House, Level 4,

25 Victoria Street, Petoneon

Thursday 10 March 2016 commencing at 1.00pm

PRESENT:

APOLOGIES :

IN ATTENDANCE :

10. APOLOGIES

RESOLVED:

Deputy Mayor D Bassett (Chair) (HCC)
Cr C Laidlaw (Deputy Chair) (GWRC)
Mayor W Guppy (UHCC)

Mayor N Leggett (PCC) (from 1.10pm)

Cr | Pannett (WCC)

Cr J Brash, Alternate GWRC

Mr J Strahl, Chair, Wellington Water Ltd

Mr C Crampton, Chief Executive, Wellington Water Ltd

Ms J Bryan, Principal Advisor, Wellington Water Ltd

Mr M Kinvig, G roup Manager Network Strategy & Planning,
Wellington Water Ltd

Mr T Stallinger, Chief Executive, HCC

Mr C Upton, Chief Executive, UHCC

Mr A Wilson, Chief Asset Officer, WCC

Ms W Walker, Chief Executive, PCC (part meeting)

Mr D Humm, Chief Financial Officer, GWRC

Ms K Stannard, Divisional Manager Secretariat Services, HCC
Mrs H Clegg, Minute Taker

PUBLIC BUSINESS

Minute No. WWC 16101

OThat the apology received fraviayor N Leggett for lateness be accepted and the apology fi
Cr | Pannett be ecepted and leave of absence gramted.

11 PUBLIC COMMENT

There was no public comment.

Mayor Leggett joined the meeting at 1.10pm.

122 CONFLICT OF INTEREST DECLARATIONS

There were no conflict of interest declarations.
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3 10 March 2016

MINUTES

RESOLVED: Minute No. WWC 16102

oThat the minutes of the meeting of the Wellington Water Committee held on Wednesday.
11 November 2015, be confirmed as a true and correct r@cord.

COMPANY UPDATE REPOR T (16/185)

Report No. WWC2016/1/24 by Wellington Water Ltd

The Chief Executive, Wellington Water Lt
stated that the regional demand for water had dropped off the past few days. He further
stated that Wainuio mata was offline earlier in the week and that a report on the incident
would be presented to members in due course. He informed members that the alternate
days water restrictions continued to be in place throughout the region, and the Kaitoke
Lakes were 78% full.

The Chief Executive of the company explained that the Smart Investment workshops
were well underway, with the concept of focussing on the tradeoffs necessary for
inclusion in the Long Term Plans of each Council. He gave an update on the feedback
received to date which included questions relating to performance data and criteria. He
highlighted that answers to these questions would be available at the proposed June
workshop round. He reiterated that Wellington Water Committee had asked the
company to look at the wording of one or two of the environmental goals.

The Chief Executive of the company stated that consultation on the Water Supply
Resilience Programme Business Case would commence shortly which was designed to
enable Councils to devise its own programme of activities to bring about appropriate
levels of service for inclusion in Annual Plans by 2017 and Long Term Plans. He
explained that he was asking members for agreement in general terms, to enable the
company to release all materials to Council meetings in 4-6 weeks.

The Chair updated members on the informal discussions held with Wairarapa and Kapiti
Coast District Councils and noted that he was waiting to receive a response from the
District Councils as to the level of involvement with the Wellington Water Committee.
Members agreed that in resilience terms, it was important for all the local authorities to
be in agreement.

RESOLVED: Minute No. WWC 161 03

0 T hthetWellington Water Committee:

(i) receives the Company Update Report;

(i)  endorses proposed levels of service that can be presefdet¢ds for consideration and
then included within subsequent smart investment conversations; and

(iii)  receives the Half Year Report.
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4 10 March 2016

STATEMENT OF INTENT 20162019 FOR CONSULTATIO N (16/182)

Memorandum dated 18 February 2016 by Wellington Water Ltd

The Chief Executive of Hutt City Council advised that Hutt City Council had suggested
some minor technical changes to the document and that he had yet to hear back from
other Councils.

The Chief Executive of the company advised that the table included in the draft
Statement of Intent detailed the Letter of Expectations and progress to date. He noted
that to date there was a high level of comfort expressed from other Councils.

The Chair of the company explained that
business. This year, he stated that the company believed it to be more useful (whilst still
being compliant) to be consistent with the performance strategy and long term plans . In
this way, he described the draft Statement of Intent detailed how the company needed to
work, the Trusted Advisor Model and the growing relationships with Councils. He
clarified that the company would focus on its high level strategic and governance role,
whilst endeavouring to honour the Letter of Expectations from the five Councils.

In general discussion and by way of explanation, Mr Leggett explained that Porirua City
Counci | had recently met with the Whadetu
advised that the words o0The Whaitua and
measure area for point 2 &6Catchment mana

Members discussed community education and highlighted the concerning lack of
awareness about catchment issues and concern that the company was developing
implementation plans in isolution which may not be the best/most efficient approach.
Members further discussed Councils conducting their own annual surveys and water
related questions could be included in thesesurveys each year. Members agreed that
collaboration should be reflected in everything the company undertook and that this
should be a recurring theme in the Statement of Intent . Members also agreed that the
company had a vital role to play in linking all agencies related to water.

In response to questions, the Chief Executive of the company informed members that the
company was involved in the subdivision stages of developments with Councils, and
agreed that bringing communitie s up to speed with water resilience required careful
management . He further agreed to | ook i

The Chair clarified that a revised version of the draft Statement of Intent would be
circulated to members for final com ments, for a 24 hour period only, as there was a tight
time frame to finalise the document by 31 March 2016.

RESOLVED: Minute No. WWC 161 04

0 hat the Committee receives and considers the draft Wellington \Batierment of Intent 201€
19 by 31 March 2016.
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16. QUESTIONS

In response to a question from a member, the Chair advised that he hadsent a letter
of appreciation to Mr Ravine who resigned from the company late last year.

17. EXCLUSION OF THE PUBLIC

RESOLVED: Minute No. WWC 161 05
0That the public be excluded from the fo
18 Minutes - 11 November 2015

The general subject of each matter to be considered while the public is excluded, th
for passing this resolution in relation to each matter, and the specific grounds under
section 48(1) fothe Local Government Official Information and Meetings Act 1987 for
passing of this resolution are as follows:

(A) (B) ©)

General subject of the Reason for passing this Groundunder section
matter to be considere( resolution in relation to 48(1) for the passing of

each matter. this resolution.
Minutes of the The withholding of the That the public conduc
Wellington Water information is of the relevant part of
Committee held on 11 necessary to protect th the proceedings of the
November 2015 privacy ofnatural meeting would be likely
Appointment of persons. (s7(2)(a)). to result in the
Directors Wellington disclosure of
Water Ltd information for which

good reason for
withholding exist.

This resolution is made in reliance ontgBt48(1) of the Local Government Official Informati
and Meetings Act 1987 and the particular interest or interests protected by section 6 or 7 «
Act which would be prejudiced by the holding of the whole or the relevant part of the proce
oft he meeting in public are as specified

There being no further business the Chair declared the meeting closed at 1.35pm. The
non-public portion of the meeting finished at 1.40pm.

Deputy Mayor D Bassett
CHAIR

CONFIRMED as a true and correct record
Dated this 31st day of May 2016
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HUTT CITY COUNCIL

WELLINGTON WATER COM MITTEE

Minutes of a meeting held in the Wellington Water Limited, IBM House, Level 4,

25 Victoria Street, Petoneon

Thur sday 10 March 2016commencing at 1.00pm

PRESENT:

APOLOGIES :

IN ATTENDANCE :

9. MINUTES

RESOLVED:

Deputy Mayor D Bassett (Chair) (HCC)
Cr C Laidlaw (Deputy Chair) (GWRC)
Mayor W Guppy (UHCC)

Mayor N Leggett (PCC) (from 1.10pm)

Cr | Pannett (WCC)

Cr JBrash, Alternate GWRC

Mr J Strahl, Chair, Wellington Water Ltd

Mr C Crampton, Chief Executive, Wellington Water Ltd

Ms J Bryan, Principal Advisor, Wellington Water Ltd

Mr M Kinvig, G roup Manager Network Strategy & Planning,
Wellington Water Ltd

Mr T Stallinger, Chief Executive, HCC

Mr C Upton, Chief Executive, UHCC

Mr A Wilson, Chief Asset Officer, WCC

Ms W Walker, Chief Executive, PCC (part meeting)

Mr D Humm, Chief Financial Officer, GWRC

Ms K Stannard, Divisional Manager Secretariat Services, HCC
Mrs H Clegg, Minute Taker

PUBLIC EXCLUDED BUSI NESS

Minute No. WWC 161 06

That the minutes of the meeting of the Public Excluded Wellington Water Meetingrineld
Wednesday, 11 November 2015, be confirmed as a true and correcaretretdased to the

publ i c.

There being no further business the Chair declared the meeting closed at 1.35pm.

Deputy Mayor D Bassett
CHAIR

CONFIRMED as a true and correct record
Dated this 31st day of May 2016



MEMORANDUM 7 16 June 2016

Our Reference 16/575 HUT ITY

TE AWA KAIRANGI

TO: Chair and Members
Wellington Water Committee

FROM: Kathryn Stannard
DATE: 20 May 2016
SUBJECT: FINAL STATEMENT OF I NTENT 2016-19 FOR APPROVAL

Recommendation
It is recommended that the Wellington Water Committee:

() notes that the Board for Wellington Water approved the Statement of Intent;
and

(i) approves the final Wellington Water Ltd Statement of Intent 2016 -19.

Purpose of Memorandum

1. To provide the final Statement of Intent (SOI) 2016-19 to the Wellington
Water Committee.

Comment

2. The draft SOl was considered by the Wellington Water Committee on 10
March 2016. This was followed by a period of consultation with
shareholding Council that was co-ordinated by Hutt City Council. Feedback
provided has been included in the SOI.

3. The Board of Wellington Water Ltd has considered the final SOl and
endorsed its release to the Wellington Water Committee for approval so it can
be finalised on or before 30 June 2016, as required under the Local
Government Act 2002.

Appendices
No. | Title Page
1 Final draft SOl W2 8

Author: Kathryn Stannard
Divisional Manager, Secretariat Services
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Wellington Water

Final Statement of Intent 2016-19

Our water, our future
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Foreword

Ly 2dzNJ FANRG @SINJ2F o0SAy3 2SttAy3daz2y 21 G§SNE oS¢
lift performance of three waters servic@sthe region. In 201617 and beyond, we want to better

position the company to respond to the changing operating environment and the needs of our

shareholders and customers.

A ¥ 4 A x

¢2 aidaleée NBtSGryd IyR O2yySOGSR (2 edmusdngtari 2 Y S NA 3
as an enabler for economic resilience and the public health aspects of our services. We now have a

series of strategic goals that sit beneath our outcomes and we will use these to guide investment
discussions with councils.

2 SQf t APl A r¢gizBal approach to strategic and operational decision making across the

three waters (drinking water, stormwater and wastewater) businesses and provide trusted advice to
our shareholders across everything we do. This includes providing shdirehoouncils with the

second generation Regional Asset Management Plan (RAMP). The final fully optimised plan will be
available for 20188 longterm council plans and will support council growth strategies.

The RAMP will help us focus on operationalvay of the capital programme by asking whether we

are investing in the right things, at the right time, in the right order. This requires a different way of

working within the business, with shareholders and stakeholders. The RAMP includes an itotiative
LINBLI NB (GKS 2StfAy3adz2y NBIA2YyQa ¢ GSNJ adzldLxX & y S
business case for this work will require councils to consider investment decisions to build a resilient
regional economy.

We have a regional consciencedawant to see other water businesses benefit from our learnings.

An opportunity to do so in the future may be as we support regulatory changes in the water sector,

4dzOK |a UKS AYyUNRBRdAzOGAZ2Y 2F YSOl RI G fécively RF NRa &
G GKS NBIA2YLEE tS@Sts 6S taz2z ySSR G2 0SS ¢Sttt C
therefore be supporting Water New Zealand to increase their collaborative approach with water
odzaAySaasSa yR 3lLAYy ¢SQff akKINB 2dz2NJ f SINYyAy3Iao

Wil KAy G(GKS O2YLIl ye ¢SQff FT20dza 2y INRgAYy 3T 2dz2NJ Ol L
O2ff 02N 0A@St e gAGK adl 1SK2ft RSNE FyR Odzad2 YSNEJ
asking our shareholders what they think about our delivery against tiesired levels of service,

and through initiatives like our procurement strategy. We have identified priorities to focus on which
includes balancing our company work programme, managing pace within the company, and

developing our business model to betteralise value for money benefits.

There has never been a question that water management is crucial to creating strong, resilient
communities. How that management is performed and measured is increasingly subject to inquiry,
from a broad range of perspectiseThis is why we will be transparent about our progress and why

68Qff 0SS LINA2NRAGAZAYI Ay@SaiyYSyid RSOAAAZYE Ay |

DEM11-9 - 16/575 - Final Statement of Intent 201619 For Approval Page 10



Attachment 1 Final draft SOl W2

This document summarises why we believe Wellington Water is well placed to both meet those
challengg YR (G2 NBLINBaSyld 2dzNJ aKFI NBK2f RSNBRQ Ay (iSNBa

John Strahl Colin Crampton

Chairman of the Board Chief Executive
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Who we are

Wellington Water is a counetontrolled organisation jointly owned by Hutt, Porirua, Upper Hutt and
Wellington City Councils, and Greater Wellington Regional Council (GWRC). We employ 170 staff and
manage expenditure on behalf of shareholding councisppirox. $170 million to maintain and

develop water assets with a replacement value of approximately $5.3 billion.

We manage the three water networks and infrastructure (drinking water, stormwater and
wastewater) on behalf of our shareholding councils araljule advice about how best to invest in
their future development.

Greater
Wellington

Wellington

City Council

Regional
Council

- Each council owns its own three waters assets
- The five councils jointly own'Wellington Water Limited
- The'Wellington Water Committee represents client councils

I Service level agreements, pricing and policies I

Wellington Water Limited

regional three water asset management

Strategy and planning: asset planning, policy advice, information management, education
Development and delivery: network monitoring, project design and work programme management

Operations and customer service: water treatment, network improvement, fault management and
CuUStmmer service

Each shareholding council owns its own water services assets (pipes, pump stations, reservoirs and
treatment plants) and decides (after considering advice from Wellington Water) the service levels,
policies and investments it will make in consultation wispective communities.

We operate under the Companies Act 1993 and the Local Government Act 2002 and comply with the
Health (Drinking Water) Amendment Act 2007, the Drinking Water Standards for New Zealand 2005
(revised 2008) and other legislation suahthe Resource Management Act 1991 (and proposed
amendments), the Wellington Regional Board Act 1972 and the Health and Safety Reform Act.

DEM11-9 - 16/575 - Final Statement of Intent 201619 For Approval Page 12
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The scope of our functions

Our role is to ensure the three waters meet the levels of service that are agreledhédgteholding
councils and supports achievement of their 30 year infrastructure plans.

We provide shareholding councils with a Regional Asset Management Plan (RAMP) that looks across
all our councils and outlines investments and initiatives that makeestmrshem to work on

together. Individual Asset Management Plans are attached for each shareholding council to inform
their long term planning.

Our asset management services include the collection, treatment and delivery of drinking water for

our client ouncils; the build, operation, management and maintenance of three waters networks

assets and systems, as well as wastewater treatment facilities, pump stations, reservoirs and related
networks. We are also conscious of how critical the three waters &é féi KS t 2 OF f SO2y2Ye

We deliver a capital work programme that includes upgrade, renewal and development of the three
waters infrastructure. This involves managing the lifecycle of water assets to support communities
three waters needs and accommate council growth strategies and changes.

We also progress regional initiatives (eg. water supply for resilience, Whaitua process and
community education) that improve three waters performance and seek to mitigate any harmful
impacts from three watersdaivities on the environment.

DEM11-9 - 16/575 - Final Statement of Intent 201619 For Approval Page 13
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How we are governed

Board of Directors
The company is governed by a Board of independent directors.

John Strahl, Chair  Cynthia Brophy Nicki David David Benham
Crauford Wriaht

The Chair of the Boamgports to the Wellington Water Committee. The Board approves the
O2YLI yeQa adGN)yGS3esx SyadNBa fS3IFt O2YLXAlIyOSzI Sy
RSTtABSNI YR Y2yAiU2NRE GKS O2YLI yeQa LISNF2NXYIyOSs

The boards approach to govence is to establish with management (and in consultation with
AKFNBK2f RSNEO Of SINJ AaGNIG§S3IA0 2dzi02YSa GKFG RNAC
the relationships the Board has with the Wellington Water Committee and how the two influence

the company in slightly different ways.

LG adzlll2 NI Qa YR SYLRSSNE YIylF3aSySyid (G2 RStAGSNI
approach and by creating a trusted environment where information is transparent and strategic
conversations occur providinigsights and guidance for the company.

Consistent with a high performance organisation, Board members challenge management (and
other Board members) to keep a healthy culture of inquiry and openness

Wellington Water Committee

¢CKS 2StftAy3i2y 2F0SNI/2YYAGGSSQa FADS &Kl NBK2f RS
Upper Hutt City Council, Wellington City Council and Greater Wellington Regional Council. Each

AKI NBK2f RSNJ K2t Ra Hmx: 27F ffingtbhwWari Ay3 aKIF NBa ow! Q

L"’\

-~

. , .
= .\3’
G >
] !

David Bassett, Chris Laidlaw Nick Leggett

lona Pannett
Chair, Deputy Chair, Mayor, Councillor,
Wellington Wellington Porirua Mayor, Wellington
Water Water Council Upper Hutt City Council
Committee Committee City Council
Deputy Mayor,
Hutt City Chair of the

GWRC
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The Wellington Water Committee provides governance oversight of Wellington Water and of the

network infrastructure for the delivery of bulk water, water reticulation, wastewater and

A02NXoF SN AaSNPDAOSad ¢KSe R2 ( Kahdiannal repdresy 8 A RS NA y =
monitoring performance of the company, appointing directors to the Board, providing

recommendations to shareholders on proposals from the company. The Committee write an annual

Letter of Expectations to the Chair of the Board whialsisd by the company to develop the

Statement of Intent.

Client councils

Our five shareholding councils own their own three water assets and are accountable for levels of
service. We are accountable for delivery of the work programme.

Wellington Water works with client councils on a regular basis on both strategic/policy and
operational manners, liaising formally monthly with Client Council Representatives to ensure our
work is aligned to councils intentions.

Ensuring we have the tstiof councillors and council officers of the five councils is vitally important.
Our client councils work with councillors to achieve their visions for their communities.

Refer to Appendix 3 for information about governance and shareholders.
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What influences us

To plan for the future and manage our daily business, Wellington Water needs to understand the impact
of social, economic, environmental, technological, cultural, information and political changes that may
impact our business. The diagram below descriloesesof the external influences on our business.

Social Economic

An aging population has less ability to sustain A city cannet function without water. Resilient
rates increases to support three waters water networlks will help us recover from
infrastructure costs. seismic activity, climate change and other
The value our society places on water has an shock events, so that our region can keep
impact on water source sustainability; if people working,

value water they are more likely to conserve it. Construction costs continue to rise, while old

We're looking to raise community awareness

infrastructure is wearing out. We're working

of the impacts of their choices around water
use. We're also working to be a leader in
health and safety practices for the benefit of

our staff and customers.

Cultural

Environmental and special
interest groups (eg. the Land
and Water Forum) highlight
the need for efficient water
use and improved water
quality at the same time as
recognising iwi rights and
interests. We're supporting
whaitua committees and
strengthening our
connections with iwi.

Environmental

Final decisions on the Matural
Resources Plan proposal will
beinmid-2017. Government
is consulting on Mext Steps for
Freshwater. We continue to
model potential effects of
climate change, including
possible drought, sea level
rise, storms and flooding
irmpacts, and will implement
regional initiatives consistent
with the National Policy
Statement for Freshwater to
improve water guality.

o

Our water, our future.

Technology

Innovation inmaterials and
technigues will continue to
impact on the work we do, on
cost, durability, performance,
measurement, reporting and
safety. We are monitoring
trends and developments to
ensure we're making the best
choices to support smart
investment,

with our suppliers to keep costs down.
Society needs to balance the demands of
public and commercial use of water.

Political

We monitor and participate
as necessary in processes of
the Local Government
Cormmission, Local
Government New Zealand {ie.
review to improve three
waters) and Water New
Zealand to help achieve
better outcomes for New
Zealand's' three waters.

Information

Central and local government
are strengthening the
evidence base forthree
waters performance,
implementing new standards
and improving data
consistency (meta-data).

Legal

Changes in health and safety
legislation, the Resource
Management Act and
potentially the Local
Government Act.

What we want to achieve

DEM11-9 - 16/575 - Final Statement of Intent 201619 For Approval
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We have three high level customer outcomes that are supported by twelve strategic goals. Each
outcome and strategic goal has a set of key performance indicators that we assdes how well we

are delivering services to our customers.

Customer outcomes

We have three long term (280 years) customer outcomes.
9 Safe and healthy water
1 Respectful of the environment
1 Resilient networks support the economy

Each outcome isupported by strategic goals that help focus delivery and we are seeking to either
maintain or improve our performance against each outcome.

Strategic goals

Our strategic goals state what we want to achieve by providing water supply, stormwater and
wastewder services to the Wellington region.

These goals are new and will help guide councils to make-édiecisions and to prioritise and
optimise long term investment.

In order to enable councils to make these decisions we will provide sufficient ddtafmrmation
Fo2dzi SFHOK 32+t Qa4 LISNF2NXYIFyOSd® hyOS O2dzyOAfa KI @S
2028 long term plans and consulted with the community.

We describe our goals and what we are seeking to achieve from each of them anbeyoare
supported by key performance indicators over the page.

DEM11-9 - 16/575 - Final Statement of Intent 201619 For Approval Page 17



Attachment 1 Final draft SOl W2

Customer outcome 1: Safe and healthy water

We provide water services, to ensure safe drinking water and minimise harmful effects
of wastewater and stormwater.

We provide safe and healtldrinking water.

1 We collect and treat water to meet drinking water standards and customer
expectations

1 We protect the water supply infrastructure from third party contamination

1 We manage our infrastructure to protect water quality

We operateand manage assets that are safe for our suppliers, people and customers

1 We make work activities safe for our suppliers, people and customers
I We manage our infrastructure in order to protect suppliers, people and customerg

We provide an appropriateegional wide firefighting water supply to maintain public
safety

1 We manage the three waters infrastructure to help protect our community from th
impact of fire

1 We actively engage with the Fire Service to better understanditirging capabilityof
our network

We minimise public health risks

1 We manage wastewater and stormwater infrastructure to collect and dispose of
wastewater and stormwater to protect public health

1 We actively work with health agencies to prevent health impacts arising from our
infrastructure

1 We engage and influence private property owners to maintain their infrastructure
minimise public health risks

Customer outcome 2: Respectful of the environment

When we provide water services we seek to minimise waste and our impact on the
natural and built environment

We minimise waste

1 We use our resources more efficiently and effectively to provide water services
1 We manage infrastructure to provide efficient and effective water services
1

We actively engage with the public to encourage the efficient and effective use of
water services

We minimise our impact on waterways and the ocean

1 We manage our infigtructure to meet standards for minimising effects of dischargg
to receiving water

1 We collaborate with environmental agencies to manage the impact on receiving
waters

1 We actively work with the community to protect receiving water

WeinfluencelJS2 LIt $Qa O0SKI @A2dzNJ G2 YAYAYAAS &

1 We actively work with our community to use the three waters infrastructure in a
manner that is respectful of the environment

T We support controls on the use of water services to minimise impathen
environment
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We minimise our impact on the natural and built environment

1 We manage the three waters infrastructure to support the community to live and
thrive in existing and planned communities in the context of the surrounding
environment

1 We plan and build infrastructure to be compatible with the natural and built
environment in which it is located

Customer outcome 3: Resilient networks support the economy

We provide reliable day to day water services, ability to withstand shock and stresses
and future proof the network to enable a strong regional economy

@ 2S YAYAYAAS (GKS AYLI OO 2F Ft22RAyYy3 2Yy

1 We manage the three waters infrastructure to minimise the potential impact of
flooding to protect people and property

1 We actively engage with key stakeholders to support building of community
infrastructure in ways that better manage stormwater

We provide three water networks that are resilient to shocks, stresses and climate ch

1 We manage the three waters infraigtture to withstand impact of unforeseen event
of varying severity

1 We actively engage with our community to understand the risk and to be prepare
events that may impact on water services

T We engage with other infrastructure providers to buildegional approach to
resilience

We plan for sustainable water sources and future demand

T We plan and design for the impact of community growth and changing needs on (¢
water services

1 We manage and protect the yield and quality of existing and fuluater sources that
are available for supply

e é\ We provide reliable services to customers
[
b

IF 1128 Yiyr3s GKNBS 4FGSNE Ay TN AGNIZOG o
1 We respond effectively to water services issues raised by our customers

Key performance indicators

The overall performance for each set of goals will roll up to a trend indicator per outcome. Each
outcome/goal has a set of key performance indicators in Appendix 4. These include mandatory
measures from the Department of Internal Affairs (DIA). ThrougB6ai6/17 we will be introducing
investment measures per goal.

Smart investment

The highest order value for money advice that we can provide to councils is to optimise the22288
investment in each of the councils' three water network, and to produearand realistic 30 year
infrastructure plans that meets the need of our customers.

To do this we are strengthening the alignment of our planning activities to outcomes and strategic goals
FYR 6SQNB OFfftAy3d GKAA LIINRFOK {YIFINI Ly@SadySyido
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Over the nexiyear we will land our smart investment model with our client councils, provide them with
a range of scenarios and advice to enable them to make informed-wHdiecisions between strategic
goals that they can reflect in their long term plans and consiiht their communities on.
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How we do It

The reason the company exists is to:

Create excellence in regional water services so communities prosper

To deliver our customer outcomes need the capability to become a high performance organisation. Our

capability is developed through three company result areas.

Company result area 1. Growing capability and culture

To create a high performing organisation where people want to make a difference, we need to be agile
and have capability and an organisatiboalture that supports company growth, resilience and the
aspirations of our shareholders and staff. This includes being healthy, looking after ourselves and those
we work with.

Health and safety

Our Health and safety visionys2 dzNJ LJS2 LJ S NJy Ro AilKe 452 652 W2 KSIf G Ke
This vision is supported by our systems, processes and organisational culture.

The Safe and Well Together (SWELL) Project will ensure alignment with the Health and Safety at Work
Act, which comes into effect ohApril 2016. We are taking a continuous improvement approach that

will grow the health and safety competency of our people, the quality of our systems, the efficiency and
effectiveness of our procedures and strengthen our culture. We will share stoaes frequent health

and safety conversations, provide ongoing training for staff and review procedures and
measures/monitor performance against the vision and legislation. Each staff member will have a Health
and Safety Training Development Plan andrmew Health and Safety Management System (QPulse) will
improve collection and analysis of data. We will refine our health and safety systems by collaborating
with our supply chain to develop solutions that manage health and safety better. This meamghelpi

staff and suppliers to think more about probability and consequence of their day to day actions.

Measure area

1 Staff engagement scores for health and safety remain or trend above the benchmark le
60% (in 2015 we achieved 81%).

1 Near hit/riskreporting/something good ratio to total recordable injuries. Target: Increasir
ratio of 50% year on year towards a stretchacget of 20: 1 by end of 18/19. Benchmark i
final year 15/16 ratio of near hit/ risk report/ something good observations to each
recordable injury that occurs

1 We receive our first safety star rating score.
I Standard lag measures such as injury frequency rates for lost time, total recordable injy

and severity of injury. Target: Trend toward Business Leaders Health anyg Satfietn rates
for our sector of LTIER.5and TRIFRL.6. per 200,000hrs.

1LTIFR Lost Time Injury Frequency Ratentihaber of Isst time injuries per 200,000hmgorked. LTfrequency
rate (LTIFR).

2TRIFR Total Recordable Injury Frequency Rate.Total of all injuries per 200,000hrs worked inc I. First Aid
and return to work/rehabilitation cases.
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Leadership

We want everyone at Wellington Water to exercise leadership at work. We continue to invest in a
longer term leadership development programme for all people leaders and staff to build capability in
adaptive leadership. The benefits of this investment véltd develop the skills of our leaders and staff
to be authentic, empower others, and develop confidence in leading in complex and ambiguous
situations.

Engagement

Wellington Water aims to be a high performing organisation2 I OKA S@S (tWe\have A G Qa A Y Lz
highly engaged employees who deliver performance, go the extra mile and intend tol$tayesults of

our 2015 employee engagement survey highlights we need to focus on leadership and addressing any
uncertainty about both the future of Wellingh Water and having a successful career here. Our plan is

to work with staff to determine if these are the areas of focus and then dig deeper to understand the

causes so they can be addressed. Our engagement work is key to achieving one of our company

priorities to settle into our own pace and energy.

Measure area

1 Overall engagement survey results continue to improve each year (in 2015 we
achieved 56%)

Workforce plan

Workforce planning is a key piece of work for us to complete in 20§ . We seek tbuild a capable

and committed workforce focusing on performance, personal leadership, engagement and health and
safety. The ability to attract and retain skilled people is critical to the success of Wellington Water. In
particular skill shortages in thereas of engineering make it essential that a planned approach is taken
to ensure we have the capability to deliver our outcomes in the near term and future. The outcome of a
workforce plan will be confidence that Wellington Water will have the capacitycapability to deliver

on its outcomes.

Measure area

9 Succession plans in place for tier 1 and tier 2 positions.
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Specific priority for 2016/17 i becoming Wellington Water

We have achieved a great deal over the past year, however at times the epekdnge has been
challenging for our people. We have remained agile to the changing internal and external demands and
we now we are settling to our own pace with a roadmap to deliver our strategic outcomes.

Our work load is driven by two focus areas, daeincil work programme and our company work
programme, that focuses on internal improvements and strategic positioning for the future (e.g. Smart
Investment). The next six months will see substantial progress made on the consolidated company work
programme. This is about balancing out the company work programme, group teams managing pace
and completing transition.

Measure area

91 Deliver 95% of our company wide work programme on time.

Company result area 2. Demonstrate value for money

Our priority is to deliver value through our Smart Investment approach. By delivering, the right project,
at the right time we will deliver the greatest value to our clients. This is expressed through our RAMP.

In addition we are always looking to makdi@éncy savings and if the opportunity arises, work with

other infrastructure providers to increase value across the Wellington region. While we have no specific
plans at the moment we are actively building relationships with other infrastructure pravideznsure

we can progress some across agency initiatives.

Regional asset management plan (RAMP)

I wlat gAff AYyO2NILRNIGS GKS 1Seé 2dzildzia 2F (GKS
Wellington metropolitan region. This approach will heljr client councils make regionatbhased
decisions and promote the three drinking water, stormwater and wastewater outcomes for the region.

A high level RAMP (refer to Appendix 2 for the generations of RAMP) was produced to accompany the
14 separate plasmand budgets for the 30 year period commencing 20726The generation two RAMP

will include detailed 30 year programmes, starting in 2Q87 This document will be informed by three
water strategies for drinking water, storm and waste water and highkegltimprovements. The third
generation RAMP to contain investment guidance on levels of service each of the three regional
initiatives, in time to inform 2012028 long term plans.

Measure

9 Produce an optimised 30 year infrastructure plan, generatimae RAMP for 20188,
asset management plans and work programmes for Councils.

Working regionally

Our ability to work regionally is one of the reasons we were established. We have three regional
priorities that complement the RAMP and a number of otheras where we are taking a regional
approach. Details follow.
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1. Water supply resilience

The Wellington Water Committee has approved the strategic case for water supply resilience and we
have developed a programme that will achieve our objectives and levels of service agreed by councils.

We are working with councils to agree a water supplel®f service which is acceptable and affordable
to the community following a major earthquake. The level of service together with the agreed
investment objectives will establish the framework for future investment. Water supply resilience
decisions wilbe reflected in council long term plans for 2018/28 and consulted with the community.
Our job is to provide the evidence base and rationale for investing at certain levels of service and to
coordinate with others that are also passionate about addresssdience in Wellington.

In addition to water supply resilience we are also investigating resilience of our waste water networks in
a major earthquake.

Measure area

1 Complete the water supply resilience Programme Business Case by June 2017.

1 Complete he waste water resilience Strategic Case by September 2016.

2. Catchment management approach to impacts on fresh water

2SS gAff O2ylGAydzS 02yl NR o dzi basat agpdaciDtd mwana@iag watkrl A G dz 2 N
guality and quantity, minimising our impgaon the environmenand improving consent compliance. The

modelling of water quality and quantity limits, their implications and potential for improved water

guality will be a focus in the Porirua Whaituéhe Wellington Harbour/Hutt Valley Whaitua ipected

to start in the third quarter of 2014.7.

2SQff Ffaz2z FROAAS O2dzyOAfa 2y GKSANI f2y3a G§SN) FdzyF
consenting requirements and infrastructure upgrades to meet the Whaitua limits that will be reflected
in the Wdlington Natural Resources Plan.

Measure area

1 Councils are satisfied with the investment plan that Wellington Water devises to n
progress ton meeting the limits adopted by the Whaitua work.

3. Community education

We want a community that isell-informed and engaged about the impact that their actions can have

on the three waters networks and the environment. We will develop a community education strategy to
improve quality of receiving waters; reduce public health risk, reduce demand fablgoivater and

network maintenance costs; and defer the need for investment in new infrastructure, where possible

Measure area

1 Develop a community education strategy and implementation plan that increases
council collaboration across the region by J@6&7 to inform 2018028 longterm
plans.

4. Three waters strategy, policies and bylaws

We are developing a three waters strategy. This strategy along with smart investment will inform what
policies and bylaws we focus on in consultation with coun©ite of many important factors to
consider in the tree waters strategy is the impact of climate change.
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We continue to work with council policy staff to increase opportunities for consistent regional policies
and bylaws relating to the three water©ur facus in 2016L7 for regionalising policies and bylaws will

be on improving water quality outcomes by supporting our ability to meet the stormwater and
wastewater discharge consenting requirements of the proposed Natural Resources Plan, and addressing
flood risk.

Measure area

1 We have a draft policy and proposed adoption process for regionally aligned wate
restrictions considered by the Water Committee in August 2016, and a summer w.
campaign in place by November 2016 (either based on current pmlicylaw settings,
or new draft policy if feasible). This project has an interdependency with a review
current consertbased restrictions (by Wellington Water and GWRC), that is planng
occur in consultation with consent stakeholders.

Three waters contribution to land development

While the company already provides some land development advice relating to the three waters, there

Ad Yy 2LIRNIdzyAde G2 AYyONBFraS NBIA2yIE O2yaAradsSyoes
Regional Standdrfor Water Services are implemented). We will explore this opportunity with our five
shareholding councils to see if we can improve the customer experience across the region and to

standardise ways of operating.

Procurement strategy

Towards the end of 2016/ we will have a regional procurement strategy that will be outcome based and
seek to optimise value. It will drive regional consistency and operational excellence, including a health
and safety culture with our suppliers and consiifeovation and new technology opportunities. We

will be looking for reliable delivery of the capital programme and will review our in/out sourcing
arrangements as we develop the strategy. Our procurement approach includes implementing a
consultancy pane

Measure

1 First generation procurement strategy completed in collaboration with suppliers.

Capital programme

We know that effective, design, delivery and monitoring of performance of the capital progréasnme
essential. Over the next few years we will organize ourselves to get into a more proactive cycle of
working with our suppliers to enable better quality outcomes. This requires better planning, change
control and agility to respond to new information iabecomes available. We are increasing

transparency of the programmes progress and actively looking for opportunities to lift performance and
improve relationships we have with suppliers.

Measure

1 95% of all planned construction projects from clieotiacil asset management plans are
completed within timeframes agreed with councils.

1 90% of all completed projects (from a 10% sample) delivered what they said they wqg

Creating value in everything we do.
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Our overall objective isto delivertoordza 1 2 YSNEQ 06Said @ fdzS 6+ SN aSNIDA
systematic things we are doing above, but in addition we want to display a culture of eliminating waste,
continuously improving and introducing innovation.

We have created a value for money frawork that allows Wellington Water staff, consultants and
contractors to register good ideas which we will collectively instigate and then implement if appropriate.

Measure

1 A trend of increasing registration value for money ideas.

Specific priority for 2016/17 7 put in place a system to demonstrate value for
money

Value for money is a difficult thing to measure because generally you have to forecast savings based on
a change. It is very rare to have the luxury of paralleling two activities to see the true value. It makes

sense therefore to have a thorough valuatieystem. We will set this up and then have our results
audited by an independent party.

Measure

1 Independent reviewer agrees with greater than 85% of our individual valuations.

Company result area 3. Working collaboratively

We work collaborativelyith our customers, shareholders and key stakeholders at central, regional and
local levels. Our goal is to be seen as a trusted adviser to councils; managing our relationships with our
stakeholders will help us achieve that. Working collaboratively dedyputting ourselves in the centre

of all conversations with authenticity and a commitment to act.

Trusted advisor to our shareholders

As a trusted advisor to our client councils it is essential we are transparent and responsive to their needs
andexpectations. We treat each client council as an individual, with specific conditions and needs that
we must meet and where it makes sense introduce a regional perspective (for example we are exploring
taking a regional approach to climate change with G&RC).

In the widest regional sense, we are building our regional consciousness and are open minded about
working better with our neighbours in a geographic sense to lift performance of the sector.

Measure area

T /fASyG [/ 2dzy OAt w Sdnhidoagsinglbasis ds@itgian dfeat/e
relationship.

Central government

At the national level, there are a range of matters relating to water governance and management that

we need to be involved in, including resilience. This requires us to cerdifiective relationships with

0KS ¢NBFada2NEQa blidAz2ylf LYFTNFadNUHzOGdzNE ! yAidx a. L9
the Ministry for the Environment amongst many.

Measure area

1 As part of our water supply resilience initiative, keepgmment officials briefed on
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our progress.

Customers: We place customers at the heart of everything we do

What we want to achieve is all about three waters services to the customer. We know that an

exceptional company delivers exceptional customer @althe two are interlinked; hence the centrality

2F GKS 0dzad2YSNJ Ay 2 dzNJ 2dd0ehthiy dufselvesdrdungtBezcdstordeti e G S3 & @
end user of three waters services) through a mediemm strategy that will see the customer

accountedfor throughout our entire business.

We will establish a customer pangh group of users that will lead our collaborative approach to

RSt AGSNAYy3a GKNBS gl GSNE aSNWPAOSad ¢KSeQff LINRPJDARS
programmes, feedback @ 8 i SY&A X YR aSNIA OS -ddfineBh¥irodrSpartizipatiaizi G KSe Q
in the business, from asset management strategy to programme delivery.

We will share customer stories over our social media channels, and promote those channels as a means
of engaging with us. We want to learn from our customers, so we know how to do things better, to
meet their needs, be more effective and build a reputationcaring about the customer experience.

Our website will be reengineered for mobile users, and include an outage and activity map, as well as
feedback applications. We will work with council partners to identify where best to spend a day out of
0KSFFA20S¢ G2 62N)] 2y | O2YYdzyAde LINR2SOG®

Measure area

1 Work with client councils to develop a customer panel and an annual customer
survey for implementation.

Other stakeholders

We have relationships with Water New Zealand, Local Government New Zealhtitea_ocal
Government Commission. We believe we can both learn from and share our experience with these
national bodies to build and operate a successful shared service model for managing three waters
networks across council boundaries. We are suppoNifader New Zealand to lead an initiative to
increase national collaboration across water utilities to lift performance of the sector.

Iwi as partners to the Crown have expressed a specific interest in increasing their participation in the
governanceandiny I 3SYSy i 2F 4l GSNY Ly GKS LI aidz 6SQ@S Sy13
2dzNJ Ot ASy i O2dzyOAfad !''a 2dzNJ NBIA2Yy It F20dza KIF & 0NP
mana whenua on how we can best meet their needs for participatiad,as a result are building

relationships in this area.

We have a strategy to increase our profile with recreational groups, environmental groups, beach and
river care organisations, and resident and community groups that all recognize the growinigasigeif
of water quality, water management and water governance.

Largely through our resilience work we continue to strengthen our alliances with other utilities, for
example Wellington Electricity, New Zealand Land Transport Agency and other organisatioRs the
New Zealand Fire Service.

Measure area

1 Create and implement an annual stakeholder survey in consultation with our clie
councils.
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Special priority for 2016/17 and beyond 1 growing the business

We are conscious of proposed changes at a national level to managing three waters (such as
requirements for increased consistency of data standards) and that this may have an impact on some of
the smaller councils.

We therefore want to be able to work witthem to support them to deliver against national
requirements. During the year we intend to build our relationships with councils outside the immediate
Wellington region and to provide services to them if they require. We would do so in a transparent
mamer with our current five shareholding councils.

Consistent with our regional approach is our intent to provide contract services for any of the five
shareholding councils and occasionally for others beyond the shareholding councils. Our Pomare team
will provide services beyond their traditional scope of GWRC work to work for others and some of our
technical people will be engaged in work that could fall beyond the five regional councils.

Measure area

1 Explore the regional consciousness model with aarast neighbours and make a
decision by December 2016 with our shareholding councils about whether to
progress engagement.
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Company values

Our values put people first, sharing, innovating and working together.

People come first

What we do makes a big wi saharlreeourafnovc\;l(iadgee I's Together wegdr
difference to other i i i We look out for each

~ : skilled professionals, soaking other, we trust and respect
peopleds |1ivy up new knowledge to share each other a
strive for excellence in innovative solutions that proud of our '
serving our communities meet ouUr cust o S chioverments.

and each other. cient s needs.
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Operational focus areas

Sound financial management

2 SffAy3idz2y 21 GSNDa 2 LIS NI7is$28.3 miloBTHS hudgst wasdgpp@&din T2 NJ H s
October 2015 by the Wellington Water Board and Council Representatdfetis total, $17.8 million

represents remuneration and other employee costsd 5.5 million relates to vehicles, utilities,

professional services and directors fees, and depreciation costs.

Wellington Water has a no surprises approa€lorecast updates, capital expenditure plans, debt and
forecast positions are communicated ¢arr client and shareholder representative meetings.

In October 2015, a first principle review was presented to the Board and Council representatives to

update forecasts on the 2015016 budgets and presentthe 2086n M1 06 dzRISGad 2 St €t Ay I 2
201617 forecast Comprehensive Revenue and Expenses was based on the approved Operating budget

of $23.3 million.Yearon year up to 2012019, a 2.5% increment was applied on Personnel and Other

Employee Costs and 1% on other operating expenditure.

Forecasts indde the principal repayment of the $0.8 million loan secured in July 2Diérest was
assumed at 6%. No further loan is anticipated. Trade and other payables are high at year end resulting
mostly from timing differences on the payment of project conantty accruals.

Staff leave is being continuously managed and the increased leave liability from prior years is largely a
result of increased staff number€£apital expenditure was assumed only up to the extent of the
LINBOSRAY 3 &SI NRa RSLINBOAIFGAZ2Y ®

The faecast Statement of Cash Flows remain steady with the inflow from Operations being received on
the month they fall due No further investments are anticipated except for capital expenditure funded

by depreciation.Fixed amortisation payments on the $0r8llion loan are expected to reduce financing
cash flows.

Systems improvements

We will continue to refine our health and safety systems to meet legislative requirements with a focus
on culture and collaboration with our suppliers.

We seek to improve the anagement systems across the business with a focus on outputs and
measurement of achievement. We will do this through improving the maturity of the management
systems we currently have in place and seeking to integrate the regional approach where apropria
Significant improvements are planned in the next three years in the systems covering asset
management, procurement/contract management, project management and finance management. The
remainder of the systems (being a further 11) will have maturity owpments made over time. It is
anticipated that all the management systems maturity improvement work is completed within five years
with the focus then turning to continuous improvement.

Managing risk

Our risk management framework supports our compangtstgy and outcomes and aims to integrate
risk management across all aspects of the company.

Our risk procedures require all groups to actively maintain their risk profiles, registers and discuss risks,
their treatment programmes and to report on them ohaleadership level on at least a quarterly

basis. Health and safety risks are specifically reported and discussed in senior leadership performance
meetings.
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We report risks quarterly to the Company Audit and Risk Committee and discuss treatmentpregga
to mitigate extreme risks at each meeting. Quarterly we also report to the meeting of the Client Council
Representatives risks that relate to the work programme and those that we collectively share.

Measuring success

Monitoring and reportingagainst the Wellington Water strategy and its priorities occurs on a regular
basis to the Senior Leadership Team (SLT), the Board, client councils and the Wellington Water
Committee.

We provide monthly company performance reports to the SLT. In additiarteyly performance
reports, the Half Year Report and Annual Report all go to the SLT, the Board and the Wellington Water
Committee.
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Appendix 1: Organisational structure

Executive
Assistant
(Hayley
Cassidy)
I | | | | |
Network Network MNetworkand || Finance and Business Principal
Strategy and || Development Customer Procurement Services Advisor
Planning and Delivery Operations || (CFO - Audrey || (GM - Chris (Jo Bryan)
(GM - Mark (GM - Jatesh (GM - Gary Scheurich) Mathews)
Kinvig) Bhula) 'Meara)
To lead the Tolead the  Tosuccessfully  To provide To provide To advise
development  investigation, lead the strategic organisational the Senior
and design and operation and  financial and thought Leadership
implement- delivery of maintenance procurement leadership, Team on the
ation of the three year of the advice, support and Statement
regional rolling work netwaork on support and sanvices to of Intent,
three waters programime behalf of the services safeguard the strategy
strategy and that delivers  client councils  that informs and assist map (and
policy advice it for purpose and be the high quality the company its implem-
and the three waters first point decision to achieve entation),
information  infrastructure  of contact in making its high businaess
directorate, solutions for responding performance development
and ensure client councils ~ to client and aspirations and
that asset customer stakeholder
management requests engagement
planning
meets council
needs

DEM11-9 - 16/575 - Final Statement of Intent 201619 For Approval

Page 32



Attachment 1

Final draft SOl W2

Appendix 2: Three generations of the Regional Asset

Management Plan
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Appendix 3: Governance and shareholder

information

Wellington Water is a counetontrolled organisation as defined by Section 6 of the Local

Government Act 2002. Wellington Water is also covered by the Companies Act 1993 and
governed by law and bestINI OG A OS® ¢ KS { KI NBK2f RSNEQ ! ANBSYSyi
Limited outlines the way they manage their shareholdings in Wellington Water and their

respective relationships with each other.

The Board of directors

The Board of directors currently consists of five members. All directors must be Independent
directors selected by the Wellington Water Committee, in accordance with the Boards skill matrix.
Each director can serve a maximum of two terms, or six years.

Bd NR / KI ANJ W2Ky {GN} KftQa GSNY KFIa 0SSy SEGSYRSR
December 2017. Nicola Crauford is an independent director to 31 December 2017. The Wellington

Water Committee jointly appointed Cynthia Brophy and David Wright to 1ugep2018. David

Benham is appointed to 1 July 2018.

Board performance reviews are undertaken annually and will be provided to the Wellington
Water Committee and shareholders on completion. The Board is responsible for the direction and
control of Wellingbn Water Limited.

wkiAz 2F O2yazftARIFGISR akKlI NBK2f RSNBEQ TdzyRa G2 G2

Ownership of infrastructural assets is retained by the shareholders (or other clients). As a business
GKFG NBGOGdzNya Ittt o0SySTAla (2 &&asdelKeoht®ddN@ > (KS
the Statement of Movements in Equity (Appendix 6).

Information to be provided to shareholders

It was proposed, and accepted by the client councils that the company can retain 10% of the
annual value created by Wellington Water amfirmed by independent assessment.

In each year Wellington Water shall comply with the reporting requirements under the Local
Government Act 2002 and the Companies Act 1993 and regulations.

In particular Wellington Water will provide:

1 A statement ofintent detailing all matters required under the Local Government Act
2002, including financial information for the next three years.

1 Within two months after the end of the first half of each financial year, the Company shall
provide a report on the opet#ns of Wellington Water to enable an informed
assessment of its performance, including financial statements (in accordance with section
66 of the Local Government Act 2002).

9 Within three months after the end of each financial year, Wellington Watépwavide
an annual report which provides a comparison of its performance with the statement of
intent, with an explanation of any material variances, audited consolidated financial
a0l GSYSyda F2NJ GKFG FAYFIYOALl f ewithsedtibns67y R |y |
68 and 69 of the Local Government Act 2002).
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Due to the extensive reporting requirements undertaken in accordance with the service level
agreements with client councils, the reliance on six monthly reports fully meets the Local
Governmg/ (i ! OGQa NBAANBYSYyGa YR Aa O2yaAiARSNBR
Share acquisition

There is no intention to subscribe for shares in any other company or invest in any other
organisation.

Compensation from local authority

It is not anticipated that the company will deeompensation from any local authority other than
in the context of management services agreements and the shareholders agreements with client
councils.

9lidAGe O tdS 2F G(KS akKlNBK2t RSNRQ Ay@SadySyd

I LIL

CKS ySiG @ItdzS 2F (KS aKINBK2ft RSNBQ Ay@SadySyd A

million as at 31 December 2015. This value will be assessed by the directors on completion of the
annual accounts or at any other time determined by the direstdihe method of assessment will

dzaS GKS @Fftdz2S 2F aKINBK2f RSNAQ FTdzyRa | a RSGSN)A

Matters that shareholders wish to restrict
The shareholding councils provided a letter of expectations that refer to the followingctests:

1 making a loan or borrowing money, except for any borrowings in the ordinary course of
business of no more than $1,000,000 in total;

9 granting security over the assets of the Company, or granting and indemnity or guarantee
other than in theordinary course of business;

T YE1AYy3 F YIFEGSNRFE OKIFy3aS Ay (GKS ylFGdz2NB 27
activities outside the ordinary course of business;

1 entering a new customer service level agreement, except in the form already dgyeed
Shareholders;

1 entering into a partnership or joint venture, except in the ordinary course of business
1 acquiring a new business or shares in another company;

9 starting or settling any legal or arbitration proceedings, except in the ordinary cofirse
business; and

9 transferring or disposing of real or intellectual property with a value of over $200,000.
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Appendix 4: Council key performance indicators

Safe and Healthy Water

Measures below are council specific targets that Wellingidater aims to achieve for its shareholding councils on their behalf. Most of these measures are also in councils
Long Term Plarend some are from the Service Level Agreements we have with councils.

Strategic Goal| Asset Group Service ServiceAspect Serng Performance Measure Actual Result (20145) Target (20162019) Client
Category Objectives
100% compliance for
Comply with theDrinking Water Standards for N Microbiological and
2005 (revised 2008) (Part 1 Microbiological, Pa Chemical. 100% compliance GWRC
To measure the | 2, Chemical and Aesthetic compliance) ;
Service Service qualit quality of water Egt tellqcer:.lgved for
quality quality supplied to sthet
residents . . —
Maintenance of water supplguality grading's . . — .
from Ministry of Health for the bulk water supply Grading maintained Maintain grading GWRC
Number of waterborne disease outbreaks nil nil GWRC
Number of complaints about: 0 Fewer than 5 per GWRC
a) drinking water clarity /1000 connections 1000 connections
We provide Bulk Water b) drinking water taste /1000 connections 0 Fewer than 5 per GWRC
safe and 1000 connections
healthy
drinking ) . . Fewer than 5 per
water T_o achieve a ¢) drinking wateiodour /1000 connections 0 1000 connections GWRC
high overall level
Customer Customer of customer
focus Satisfaction L of th d) drinking water pressure or flow / 1000 0 Fewer than 5 per GWRC
approvalottne 1 -, nnections 1000 connections
water service
e) drinking water continuity of supply /1000 Fewer than 5 per
. 1 . GWRC
connections 1000connections
f) Requnse to drinking water complaints /1000 Fewer than 5 per
connections 0 1000 connections GWRC
(Note: this is about the service we are providing
Water Service Service qualit To measure the | Comply with the Drinking Water Standards for N 100% comoliance 100% comoliance All clients
Reticulation | quality quality quality ofwater | 2005 (revised 2008) (Part 4 bacterial complianc 0 P 0 P (excl GWRC)
supplied to
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Strategic Goal| Asset Group SEIEE ServiceAspect Ser_wcg Performance Measure Actual Result (20145) Target (20162019) Client
Category Objectives
residents Maintenance of water supply quality grading's . N . .
from Ministry ofHealth for the bulk water supply Grading maintained Maintain grading
Number of complaints about: New indicator from
a) drinking water clarity /2000 connections 2015/16
o . New indicator from
b) drinking water taste /1000 connections 2015/16
. . New indicatorfrom
¢) drinking water odour /1000 connections 2015/16 Fewer than 140
complaints per 1000 | All clients
d) drinking water pressure or flow / 1000 New indicator from connections for each | (excl GWRC)
To achieve a connections 2015/16 council
Customer Customer high overall level
fo Satisfaction of customer e) drinking water continuity of supply /1000 New indicator from
cus istacti approval of the | connections 2015/16
water service
f) Requnse to drinking water complaints /1000 New indicator from
connections 2015/16
(Note: this is about the service we are providing
95% 95% HCC
93% 95% PCC
Customer Satisfaction with water supply
94094 <o AvaraDe Not available UHCC
99.7% 90% wWCC
To achieve a
We operate .
high overall level
andmanage
assets that of health and
Health and Healthy and safety
are safe for All
. Safety Safety performance for
our suppliers, Wellington
people and o .
customer Water staff and | Notifiable events to Worksafidew Zealand New Measure Zero All clients
suppliers.
We provide . HC®n/a
and To provide an
appropriate Water Service Continuity of reggcg:\ézrind Percentage of fire hydrants identified as PCE2% 95% All clients
regional wide i i i j i i i i i
firg-fighting Reticulation quality supply fighting water complying with NZ Fire Service Code of Practice UHCG8% (excl GWRC)
water supply supply WCE94%
to maintain
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Strategic Goal| Asset Group Service ServiceAspect Ser_wcg Performance Measure Actual Result (20145) Target (20162019) Client
Category Objectives
public safety
The total number of complaints received by the o
council about any of the following: New indicator from Less than 30 per 100( All clients
- sewage odour 2015/16 connections (excl GWRC)
- sewage system faults
- sewage system blockages, and
i 02 dzy GnkdtdissuedNBii itslsewage
system
Expressed per 1000 connections to the council'
Tomaintaina | S€Wage system
We minimi reliable network
e minimise Customer Customer to minimise The number of dry weather sewerage overflows
public health | Wastewater | . Satisfaction contact with fromtheO2 dzy OA t Q& a S ¢ SNI 3 { New indicator from i
risks contaminated | 1000 sewerage connections to the sewerage | 2015/16
water system
The number of nortonsented overflows from thel New indicator from Nil PCC, HCC,
treatment plants 2015/16 wcCC
Fewer than 10 and
decreasing trend (HC
The number otonsented overflows from the New indicator from and WCC) PCC, HCC,
treatment plants 2015/16 WCC

Fewer than 15 and
decreasing trend
(PCC)

'A few aesthetic test results in the distribution zone have been outsid®¥WSNZ guideline values (for details see pagargiual performance in 2014/15 Annual Report).

“Non-compliance with DWSNZ guideline values (including aesthetics, see aesthetic compliance above) can affect wateragmentand distribution grading. Thi NXA 41 Aa o6SAy 3 YLyl ISR GAl

% Within the margin of error for the survey.

*Within the margin of error for the survey and is the same as in 2014. Overall satisfaction has increased however witkeri@gpeots S NE & GAAFASRE AYONBlI aAy3d FTNBY pwir (2 cps
Respectful of the environment

Strategic Asset Group e Service Aspect Ser_wc_e Performance Measure Actual Result (20145) Target (20162019) Client

Goal Category Objectives
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SUEIE Asset Group SEIEE Service Aspect Ser_wcg Performance Measure Actual Result (20145) Target (20162019) Client
Goal Category Objectives
] ) WCGC100%
Percentage of days during the bathing season
(from 1 November to 31 March) that the HC(E99.5% 90% HCC, PCC,
monitored beaches are suitable for recreational . wcCC
use. PC@&New indicator from
2015/16
To maintain
and promote | percentage of monitored fresh water sites that | WCG74%
We minimise appropriate have a rolling twelve month median value for E.g 909 All clients
i %
our impact Environmen | To manage standards of | (dry weather samples) that do not exceed 1000 | HCC, UHCC & RGEw (excl GWRC)
onwaterways | Stormwater tal stormwater in an | water quality | cfu/100ml. indicator from 2015/16
Performanc | environmentally and waterway
and the . i
e sensitive manner | health in the —
ocean Orle Qs The number ohon-consented overflows from the [ New indicator from Nil PCC, HCC,
and river treatment plants 2015/16 WCC
environment
Vi S Fewer than 10 and
decreasing trend
The number of consented overflows from the New indicator from (HCC and WCC) PCC, HCC,
treatment plants 2015/16 Fewer than 15and | WCC
decreasing trend
(PCC)
HCE3351/p/d
To promote 345 l/p/d (HCC)
effective and o . . PCE300 I/p/d 335 I/p/d (PCC, All clients
fficient wat Average drinking water consumption/resident/da UHCC | GWRC
efficient water UHCE332 I/p/d ) (exc )
usage 375 I/p/d (WCC)
To manage water WCGE273 I/p/d
L Cost .
We minimise | Water effectivenes in an
waste Reticulation S environmentally HCE18.2%
sensitive manner o miniice PCEL2.8% Less than 18% (HCC
water loss from Percentage of real water loss from networked WCC) All clients
reticulation system UHCEL7.2% Less than 17% (PCC| (excl GWRC)
the network
- UHCC)
WCGC New indicator from
2015/16
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SUEIE Asset Group SEIEE Service Aspect Ser_wcg Performance Measure Actual Result (20145) Target (20162019) Client
Goal Category Objectives
Compliance with resource consents for discharg
from its stormwater system (full compliance is nd
notices/ convictions):
To meet all () !6I~USYS)A/UA3/£"UAO$§VAVN" Nil
Legislative | Legislative resource © LYTNA }{EAI S YS y u y% LAJ A0S
Bulk Water Compliance | Compliance consenting © 9YF 2 N;Q S YSyu 2NRSNE GWRC
: w [ 2YOBAOQOUAZ2Ya
requirements Received by the Coundil relation to the resource
Consents
Compllance with all resource consents and 100% 100%
environmental regulations
Compliance with resource consents for discharg
from its stormwater system (full compliance is nd
To meet all notices/ convictions):
| water Legislative | Legislative resource w !'obGSYSyd y23A0Sa Nil Nil Al clients
We minimise | Reticulation Compliance | Compliance consenting w LYFNRAY3ISYSyid yz2ir084™ ! (excl GWRC)
our impact requirements w 9 )/ F2NOSYS )[ u 2 NRS N&A
on the w [ 2y@A0GA2ya
natural and Received by the Council in relation to the resour
built Consats
environment Compliance with resource consents for discharg
from its stormwatersystem (full compliance is no
To meet all notices/ convictions):
Wastewater Legislative | Legislative resource w ol dSYS$ }{U . )/2 A O3S a 1 il il All clients
Compliance | Compliance consenting w LYFNAYISYSYU y2u0Ar0S3 (excl GWRC)
requirements | @ 9 Y FT2NDSYSy Ul 2NRSNA
w [ 2YPBAOQOUA2Ya
Received by the Council in relation to the resour
Consents
Compliance with resource consents for discharg
from its stormwater system (full compliance is nd
To meet all notices/ convictions):
Stormwater Legislative | Legislative resource w !'oLdSYSyid y2 QA osa | Nil il All clients
Compliance | Compliance consenting w LYFNAYIASYSYyU y2uA0S53 (excl GWRC)
requirements | @ 9 Y T 2 NIESSY Sy U
w /| 2YyPAOUAZYaA
Received by the Council in relation to the resour:
Consents
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Strategic
Goal

Asset Group

Service
Category

Service Aspect

Service
Objectives

Performance Measure

Actual Result (20145)

Target (20162019)

Client

We want to preserve water sources for future generations and ledneesen to measure awareness of water conservation work and changes in behaviour through the follo

f L GKAY]l L aK2dZ R 06S O2yaSNBAy3a Y2NB 4F0GSNJ Ky LQY OdaNNByiGte R2Ay3
- Target: decreasing trend
- Actual result June 2012: 68%
- Actual result June 20168%
) | have the information | need to be able to conserve more water
We influence
LIS 2 LJX S ¢ - Target: increasing trend
behaviour to Al
minimise - Actual result: June 2012: 50%
impact on the . 0
environment - Actual result: June 2014: 73%
1 I generally make a positive effort to conserve water
- Target: increasing trend
- Actualresult: June 2012: 33%
- Actual result: June 2014:48%
These could be further enhanced throughout the year, as we consider developing surveys for customers and stakeholders.
Resilient networks support the economy
Strategic Service . Service .
Asset Group Service Aspect L Performance Measure Actual Result (20145) Target (20162019) | Client
Goal Category Objectives
Median response time for:
Median wattendance for urgent callouts 30 minutes 60 minutes
We provide Response times w N$ azft dZL] A2 )/ 2 ¥ dzNH S )/L 90 minutes 4 hours
reliable Bulk Wat Service Continuity of @ | UdSyRI-yfged cafoBNI y' 2y | 30 minutes 36 hours GWRC
customers
To provide a Number of shutoffs to the bulk water supply
reliablewater network resulting in loss of water or pressure to | 1 Nil
supply consumers
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Median response time for:

HCGE36 minutes, UHGC
23 minutes, WCC4
minutes & PCNew
indicator from 2015/16.
HCR2.6 hrs, UHCE.2
hrs, WC.5 hrs & PCC
New indicaor from

Median w FGGSYRI yé&butF 2 NJ dzNH Sy 60 minutes
Response times w NBaztdziazy 27F dzNBSy (] 2015/16. 4 hours
Water Service Continuity of w bk ‘f SYR I.;'Uf@'ﬁ calfoltNJ y 2 y HCE23.0 hrs, UHGE3.5 | 36 hours All clients
Reticulation Quality supply w NBa2f dzurgedtyallauts y 2y hrs, WC&5.8 hrs & PGC| 15 days (excl GWRC)
New indicator from
2015/16.
HCGEL.0 day, UHGC.1
days, WCCL.7 days &
PCENew indicator from
2015/16.
To provide a
reIi:bIe water Fewer than four unplanned supply cuts per 10000 HCE2.19, UHC(L.38, Fewer than 4 per
supply connections WCC1.22 & PCQ.55 1000 connections
HCC less than $275
per connection
To provide a HCC $255 PCC less than $275
cost effective Operatingcost per property (SLA measure) PCC $257 per connection All clients (excl
water supply peratingcost per property UHCC $314 UHCC less than $34{GWRC)
service WCC $330 per connection
WCC less than $300
per connection
. . .| HC@29 minutes, UHGC
Attendance time: from the time that the Council .
. - . . 32 minutes, WC(38 .
receives notification to the time that service . 60 minutes
ersonnel reach the site, and minutes & PCNew
Median P ' indicator from2015/16.
Response times| Resolution time: from the time that the Council | HCEL.5 hrs, UHGC.6
Wastewater Service Continuity of receives notification to the time that service hrs, WCe.1 hrs & PGC 6 hours All clients
Quality supply personnel confirm resolution of the blockage or | Newindicator from (excl GWRC)

other fault 2015/16.
To achieve a HC®7%, 95%(HCC, PCC)
relatively high Customer satisfaction with the wastewater servig PCE92%. (UHCE not
overall level of UHCENot available available)
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customer WCGC New indicator from | 75% (WCC)
approval of the 2015/16.
wastewater
service.
To provide a HC®0.64
reliable Number of wastewater reticulation incidents per | PC@.89
. . o Less than 1.2/km
wastewater km of reticulation pipeline (blockages) UHC&.50
service WCE0.48
To provide a HCC $227 E;i;iise::;: $220
costeffective . PCC $490 All clients (excl
waste water Operating cost per property (SLA measure) UHCC $273 ;(;ﬁ:,;zﬂgﬂocpcérwcc kGWRC)
service WCC $295 .
connection
Median response time to attend a flooding event| HCE34 minutes, UHGC
Median measured from the time that council received 45 minutes, WC&2 60 minutes
Response time | notification to the time that service personnel minutes & PCNew
reach the site. indicatorfrom 2015/16.
IEIumber of cvor,npAIaivnts r’)er 10Q0 prgperties ggﬁsﬂglcamr from Less than 30 per
O2yySOGSR G2 GKS [/ 2dzy( ' 1000 connections
Stormwater Service Continuity of TS All clients
Quality supply To provide a o 3%‘:' 80% (HCC, PCC) | (excl GWRC)
: Customer satisfaction with the stormwater ) . 70% (WCC)
reliable UHCEnot available
stormwater management WCGC New indicator from (UH_CQ not
service 2015/16. available)
HC@0.05
o - PC®.35
Number of pipeline blockages per km of pipeline UHCE.03 Less than 0.5 per km
WCGC0.04
HCGL
Number of flooding events that occur in a PCcl Zero
. territorial authority district UHC®
We minimise .
. . To minimise the WCG3 i
the impact of Stormwater Service Service quality effects of 0/1000 per flood Al clients
roQding on " Quality flooding HCe0.37 event for all HCC (excl GWRC)
LIS 2 LJX S ¢ Number of habitable floors affected per 1000 PCa.28 '
. PCC, UHCC). WCC
stormwater connections UHC®.0 target is decreasing
WCGC0.30
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HCC less than $85
per connection

To provide a HCC $85 PCC less than $35
costeffective Operating cost per property (SLA measure) PCC $41 per connection All clients
storm water UHCC $55 UHCC less than $60| (excl GWRC)
service WCC $104 per connection
WCC less than $100
per connection
We provide
three waters
networks that
are resilient Bulk Water Resilience | Resilience Resilience !mplementatlon of ar?r.lual programme for 67% 100% GWRC
to shocks, improvements to resilience of bulk water networ
stresses and
climate
change
Weplan for
sustainable .
water sources| Bulk Water FOI’W«’;‘.lI’d Forward planning Forwallrd Probability of annual water supply shortfall <0.5% Less than 2% GWRC
planning planning (modelled)
and future
demand
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Appendix 5: Accounting policies

Statement of accounting policies
Wellington Water Limited will apply the following accounting policies consistently during the
year and to the Statement of Intent.

Cautionary noteThe forecast financial information is prospective. Actual resultdileety to
vary from the information presented, and the variations may be material.

Nature of prospective information

The financial information presented consists of forecasts that have been prepared on the basis
of best estimates and assumptions on futenents that Wellington Water Limited expects to
take place.

Reporting entity

Wellington Water is a company registered under the Companies Act 1993 and is a-council
controlled organisation as defined by Section 6 of the Local Government Act 2002. Wellington
Water was incorporated in New Zealand in 2003 as Wellington Water Management Services
Limited and later in September 2014 to Wellington Water Limited. Current shareholders are
Wellington City Council, Hutt City Council, Upper Hutt City Council, Potiyu@ddincil and

GWRC.

The financial statements have been prepared in accordance with the requirements of the
Companies Act 1993 and The Local Government Act 2002.

For purposes of financial reporting, Wellington Water Limited is a public benefit entity.

Reporting period

The reporting period covers the 12 months from 1 July 2016 to 30 June 2017. Comparative
projected figures for the year ended 30 June 2018 and 30 June 2019 are provided.

Specific accounting policies

The financial statements have been prepédien a going concern basis, and the accounting
policies have been applied consistently throughout the period.

The measurement basis applied is historical cost.

The financial statements are presented in New Zealand Dollars and all values are rounded to
the nearest thousand dollars ($000) unless otherwise stated. Any difference to these
statements is due to rounding.

Changes to accounting standards
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In May 2013, the External Reporting Board issued a new suite of PBE accounting standards for
application by pulit sector entities for reporting periods beginning on or after 1 July 2014.
Wellington Water has applied these standards in preparing the financial statements.

In October 2014, the PBE suite of accounting standards was updated to incorporate

requirementsand guidance for the nefor-profit sector. These updated standards apply to

PBEs with reporting periods on or after 1 April 2015. Wellington Water will apply these

updated standards in preparing its financial statements and expects minimal or no change

when these updated standards are applied.

¢tKSaS FTAYIFIYOAlIf aidlFldiSySyaa O2vyLieée sAGK GKS t. 9
KIS 0SSy NBfFIoSttSR awS@SydzSé¢d {AYAfFNIe&x NBTFS
NBfFoStt SR wSTDEWNBKSYRABELISyaSaséod t NS@GArAz2dza NBTFS

9F NYyAyJaé AKH @St 0SB ya INBOdzYdzf F i SR / 2YLINBKSYyaaAgdgsS w!

Judgments and estimations

The preparation of financial statements in conformity with NZ IPSAS requires judgements,
estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, revenue and expenses. Where material, information on the major
assumptions is provided in the relevant accounting policy or will be providdutiretevant
note to the financial statements.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that peribor in the period of the revision and future periods if the
revision affects both current and future periods.

Judgements that have a significant effect on the financial statements and estimates with a
significant risk of material adjustment in the neydar are discussed in the relevant notes.

a) Revenue

Wellington Water derives revenue from its client councils. In 2084he client councils were
shareholder councils Wellington City Council, Hutt City Council, Upper Hutt City Council, and
Porirua City Guncil with GWRC joining from September 19 2014.

Revenues from Operations are standard charges agreed with the client councils on an
allocation based on the average three year Asset Value and Operations Work programme.
These revenues are billed and recaga monthly.

The Standard Consultancy Charges are revenues based on actual work programme and billed
to the client councils on a monthly basis, except for GWRC.

Interest revenue is recognised using the effective interest method.
Revenue is recognisethen earned and is reported in the financial period to which it relates
b) Expenses

Expenses are recognised on an accrual basis when the goods or services have been received.
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c) Taxation

Income tax expense comprises both current tax and deferred taxisazalculated using tax
rates that have been enacted or substantively enacted by balance date.

Current tax is the amount of income tax payable based on the taxable surplus for the current
year, plus any adjustments to income tax payable in respect of yeins.

Deferred tax is the amount of income tax payable or recoverable in future periods in respect of
temporary differences and unused tax losses. Temporary differences are differences between
the carrying amount of assets and liabilities in the finanstatements and the corresponding

tax bases used in the computation of taxable surplus.

The measurement of deferred tax reflects the tax consequences that would follow from the
manner in which the entity expects to recover or settle the carrying amouits assets and
liabilities.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred

tax assets are recognised to the extent that it is probable that taxable surpluses will be
available against which the deductiliEmporary differences or tax losses can be utilised.

Current tax and deferred tax is charged or credited to the Statement of Comprehensive
Revenue and Expenses, except when it relates to items charged or credited directly to equity,
in which case the tais dealt with in equity.

d) Goods and Services Tax (GST)

All items in the financial statements are exclusive of GST, with the exception of receivables and
payables, which are stated as GST inclusive. Where GST is not recoverable as an input tax, it is
recagnised as part of the related asset or expense.

The GST (net) and income tax (net) components of cash flows from operating activities reflect
the net GST paid to and received from the Inland Revenue Department. The GST and income
tax components have begiresented on a net basis, as the gross amounts do not provide
meaningful information for financial statement purposes and to be consistent with the
presentation basis of the other primary financial statements.
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e) Financial instruments

Wellington Water dssifies its financial assets and financial liabilities according to the purpose
for which the investments were acquired. Management determines the classification of its
investments at initial recognition and-+evaluates this designation at every repogidate.

Non-derivative financial instruments
Financial assets
Wellington Water investments comprise of cash and cash equivalents.

Cash and cash equivalents comprise of cash on hand, deposits held on call with banks and term
deposits with up to three monthmaturity from the date of acquisition. These are recorded at
their nominal value. The carrying amount of term deposits approximates their fair value.

Financial liabilities

Financial liabilities comprise Payables under exchange transactions. Fifiabiditas
entered into with duration of less than twelve months are recognised at their nominal value..

f) Property, plant and equipment
Recognition

Property, plant and equipment consist of operational assets. Expenditure is capitalised as
property, plant and equipment when it creates a new asset or increases the economic benefits
over the total life of an existing asset and can be measured reliably. Costs that do not meet the
criteria for capitalisation are expensed.

Measurement
Items of property, @nt and equipment are initially recorded at cost.

The initial cost of property, plant and equipment includes the purchase cost and those costs

that are directly attributable to bringing the asset into the location and condition necessary for

its intendedLJdzNLJ2 8 S® { dz6 4 S1j dzSy i SELISYRAGdzNB GKI G SEGSY
potential and that can be measured reliably is capitalised.

Impairment

The carrying amounts of property, plant and equipment are reviewed at least annually to

determine ifthereid y&@ AYRAOIFIGA2Y 2F AYLI ANNVSY(lGd 2KSNB |y
less than its carrying amount, it is reported at its recoverable amount and an impairment loss

gAfft 0SS NBO23IYyAaSR® ¢KS NBO2@SNIoGfS ltory2dzyd Aa
sell and value in use. Losses resulting from impairment are reported in the Statement of

Comprehensive Revenue and Expenses.

Disposal

Gains and losses arising from the disposal of property, plant and equipment are determined by
comparing the proceedsith the carrying amount and are recognised in the Statement of
Comprehensive Revenue and Expense in the period in which the transaction occurs.
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Depreciation

Depreciation is provided on all property, plant and equipment, except for assets under
constructian (work in progress). Depreciation is calculated on a straight line basis, to allocate
the cost or value of the asset (less any residual value) over its useful life. The useful lives and
depreciation rates of the major classes of property, plant and eqaigrare as follows:

- Furniture and Office Equipment 2-14 years (7.060.00%)

- Motor vehicles 5-10 years (10.0@0.00%)
- Fit out costs 4-6 years (16.625.00%)
- Plant Equipment 3-10 years (10.033.33%)

The residual values and useful lives oktssre reviewed, and adjusted if appropriate, at each
balance date.

Work in progress

The cost of projects within work in progress is transferred to the relevant asset class when the
project is completed and then depreciated.

g) Intangible assets
Acquired intangible assets are initially recorded at cost.

Intangible assets with finite lives are subsequently recorded at cost, less any amortisation and
impairment losses. Amortisation is charged to the Statement of Comprehensive Revenue and
Expensesmwa straightline basis over the useful life of the asset. The estimated useful lives
and depreciation rates of these assets are as follows:

- Computer software 2.55 years (18.6@0.00%)

Realised gains and losses arising from disposal of intangiblis aseaecognised in the

Statement of Comprehensive Revenue and Expenses in the period in which the transaction
occurs. Intangible assets are reviewed at least annually to determine if there is any indication
2T AYLI ANNSYUG® 2 KS NDBverhbig amoyniis lgsdthad ksSarryirga S Q&
amount, it will be reported at its recoverable amount and an impairment loss is recognised.
Losses resulting from impairment are reported in the Statement of Comprehensive Revenue
and Expenses.
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h) Employeédbenefits

A provision for employee benefits (annual leave) is recognised as a liability when benefits are
earned but not paid.

Annual leave liability is calculated on an actual entitlement basis at the greater of the average
or current hourly earnings incaordance with sections 16(2) and 16(4) of the Holidays Act
2003.

i) Other liabilities and provisions

Other liabilities and provisions are recorded at the best estimate of the expenditure required
to settle the obligation. Liabilities and provisions todedtled beyond 12 months are recorded
at their present value.

j) Equity
9ljdzAle Aa (GKS akKINBK2f RSNAQ AyuSNBad Ay (GKS
total assets and total liabilities. Equity is disaggregated and classified into a number o

components to enable clearer identification of the specified uses of equity within the entity.
The components of equity are share capital and retained earnings.

k) Leases

A finance lease is a lease that transfers to the lessee substantially all thamigkewards
incidental to ownership of an asset, whether or not title is eventually transferred. At the
commencement of the lease term finance leases are recognised as assets and liabilities in the
Statement of Financial Position at the lower of the failue of the leased item and the

present value of the minimum leased payments. The finance charge is charged to the surplus
or deficit over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liabilitf.he amount recognised as an asset is depreciated over its
useful life.

An operating lease is a lease that does not transfer substantially all the risks and rewards
incidental to the ownership of an asset. Lease payments under operating lease are redognise
as an expense on a straight line basis over the lease term. Lease incentives received are
recognised in the surplus or deficit as a reduction of rental expense over the lease term.

[) Superannuation scheme
Defined contribution schemes

Obligations for cotmibutions to KiwiSaver and other cash accumulation schemes are
recognised as an expense in the surplus or deficit as incurred.

m) Related parties
A party is related to Wellington Water Limited if:
1 it controls, is controlled by, or is under commeoaontrol with Wellington Water or has

an interest that gives it significant influence over control of the company
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the party is an associate of Wellington Water

the party is a member of key management personnel of Wellington Water

the party is a closmember of the family of any individual referred to above

the party is an entity controlled jointly or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individual
referred to above

= =4 =4 =N

5ANBOG2NBQ NBYdzySNI A2y Aa lye Y2ySeés O2yaAiARSNI
otherwise made available, directly or indirectly, to a director during the reporting period.
S5ANBOG2NEQ NBYdzySNI A2y R2Sa y2igxpenseOdrieR S NB A Y 0 dz
provision of workrelated equipment such as cell phones and laptops.
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Appendix 6: Three Year Forecasts

Forecast Statement of Comprehensive Revenue and Expenses

FOR THE FINANCIAL YEARS ENDING 30 JUNE 2017, 30 JUNE 2018, 30 JUNE 2019

Forecast Budget Budget Budget
20156 201817 201718 201819
000's 000's 000's 000's
REVENUE
Operations 23,283 23,314 23979 24 600
Consultancy Charge** 11,875 11,875 12 548 12 548
Interest 110 144 148 156
TOTAL REVENUE 35,268 35,333 36,675 37,303
EXPENSES
General Expenditure 4 769 4 629 5126 5306
Project Consultancy™* 11,875 11,875 12,548 12,548
Personnel Expenditure 17,547 17,823 18,269 18,726
Depreciation G50 813 540 540
Interest on Finance Leases 51 46 35 28
TOTAL EXPENSES 34,902 i 35,187 36,519 37147
NET SURPLUS/({DEFICIT) BEFORE TAXATION 367 i 146 156 156
Tax expensel{benefit) 103 41 44 44
TOTAL COMPREHEN SIVE REVENUE AND EXPENSES
FOR THE PERIOD 264 105 112 112
COMPREHENSIVE REVEHUE AND EXPENSES ATTRIBUTTABLE TO:
Wellington City Council 111 44 47 47
Hutt City Council ali] 22 24 24
Upper Hutt City Council 22 9 g 9
Porirua City Council 33 13 14 14
Greater Wellington Regional Council 42 17 18 18
Mon-controlling interest 0 0 ] 0
Total 264 105 112 112
**Mote: Council Consultancy Charges are still to be finalised for future years
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Forecast Statement of Financial Position

FOR THE FINANCIAL YEARS EMDING 30 JUNE 2017, 30 JUNE 2018, 30 JUNE 2018

CURRENT ASSETS
Cash
Prepayments
Trade and other receivables

Forecast

2015/16

Current Azzets

NOMW CURRENT ASSETS
Property, plant and equipment
Deferred Tax Asset

Maon current assets

TOTAL ASSETS

11,248

CURRENT LIABILITIES
Trade and other payables
Finance / Leases™
GST payable
Provision for Taxation
Payraoll Liabilities and Annual Leave

Current Liabilities

NON CURRENT LIABILITIES
Loan Payable

Mon current liabilities

TOTAL LIABILITIES

MET WORKING CAPITAL

EQUMY
Share Capital
Retained Earnings

TOTAL EQUITY

* Includes current portion of Loan Payable
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Forecast Statement of Movement in Equity
FOR THE FINANCIAL YEARS ENDING 30 JUNE 2017, 30 JUNE 2018, 30 JUNE 2019

Forecast
20156

MNET SURPLUSHDEFICIT) FOR THE YEAR

COMPREHENSIVE REVENUE AND EXPENSES ATTRIBUTTABLE TO:

Wellington City Council

Hutt City Council

Upper Hutt City Council

Porirua City Council

Greater Wellington Regional Council

TOTAL COMPREHEMNSIVE INCOME & EXPEMNSES
EQUITY AT BEGIMNMING OF YEAR 1,559
SHARE CAPITAL PAID BY GREATER
WELLINGTON REGIONAL COUNCIL
EQUITY AT END OF PERIOD DISTRIBUTED AS:

Wellington City Council

Hutt City Council

Upper Hutt City Council

Porirua City Council

Greater Wellington Regional Council
TOTAL EQUITY 1,823

Ratio of Shareholder Funds to Assets
FOR THE FINAMNCLAL YEARS ENDING 30 JUNE 2017, 30 JUNE 2018, 30 JUNE 2019
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Forecast Statement of Cash Flows
FOR THE FINANCLAL YEARS ENDING 30 JUME 2017, 30 JUNE 2018, 30 JUNE 20159

CASH FLOW FROM OPERATING ACTIVITIES:
Zash was provided from:

Operating receipts

Consultancy charge

Bank Interest

GST received (net)
Cash was disbursed to:

Payment to suppliers

Tax Payments

Interest Payment

MWET CASH INFLOWY (OUTFLOW) FROM OPERATING
ACTIVITIES

CASH FLOW FROM INVESTING ACTIVTIES:
Cash was provided from:

Capital Grant
Cash was disbursed to:

FPurchase of fixed assets

MET CASH INFLOWY (OUTFLOW) FROM INWESTING
ACTIVITIES

CASH FLOW FROM FINANCING ACTNITIES:
Cash was provided from:

Shares issued

Bank Loans
Zashwas applied to:

Loan Repayments

MET CASH INFLOWW (OUTFLOW) FROM FINANCING
ACTIVITIES

MNET INCREASE (DECREASE) IN CASH
OPEMING CASH BALAMCE
CLOSING CASH BALAMCE
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Cost allocation to Councils

Schedule One

Wellington Water Budget | wellington Water | Regional Opex | Regional Capex Total
Summary 2016-17 Management Fee Programme Programme
3000's $000's $000's $000's
Water WCC 2,609 5171 13,265 21,048
GWRC 8771 10,457 5,935 25163
HCC 1,246 2470 4,089 7,805
PCC 209 1,716 1,260 3,185
UHCC 74 1,186 1,341 3101
Total 13,409 21,002 25,889 60,300
Wastewater WCC 3,345 15,832 10,789 29,965
HCC 1,207 5863 5,053 11,822
PCC 1,435 3,961 T 267 12,663
UHCC 435 3218 2,089 5,743
Total 6,421 28,574 25,198 60,193
Stormwater WCC 2231 2,306 6,010 10,547
HCC 770 1,340 2804 4913
PCC 171 552 519 1,243
UHCC 2 585 1,031 1,928
Total 3,484 4,783 10,365 18,632
M WwCC 8,185 23,309 30,064 61,558
GWRC 8771 10 457 5,935 25163
HCC 3222 9,373 11,945 24 540
PCC 1,815 6,230 9,046 17,091
UHCC 1,321 4,990 4 461 10,772
Total 23,314 54,359 61,452 139,124
MNotes: All numbers in thiz table are provizional (draft) enfy as council budgets are =til being agreed and calculated

The Regional Opex Programme includes only Wellingten VWater managed budgets

Does not include carryovers that are vet to be confirmed with councils
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» Welli _ :
“ Water: - Wellington Water Committee

20 May 2016

File: (16/576)

Report no: WWC2016/2/38

Company Update Report

Purpose of Report

1. To provide the Wellington Water Ltdds Compa
Recommendations
It is recommended that the Committee receives and notes the updates.
Health and Safety
2. The Board conducted its six monthly Health and Safety site visit on 4 May
2016. Following this, the Board and Senior Management had a discussion
about what was observed, and the attitudes of staff on-site. Overall, the
Board were pleased with progress and agreed there had been a lift in the
attitude of staff and suppliers (positive) to health and safety.
3. The Board also worked through our key risks. The greatest risk across the
three waters business at present is death or serious injury of a worker dueto
striking an electrical cable or gas main. We
adequate in this area and we have started to look at introducing additional
controls and improved processes and systems.
4. Wellington Water has participated in the first trial of WorkSafe New
Zeal andds Safety Star Rating Initiative. We

have work to do in ensuring we test for full competency of workers before
they begin work, and we need to lift our game in better understanding the
health impacts of our work on our staff (eg. fatigue, stress etc).
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Smart Investment and Water Supply Resilience

5.

We have completed workshops with all Councils except Hutt City Council.
We are confident our processes are on the right track for outlining how we
engagewith Councils to seek direction so that we can provide an optimised
ten year programme for the 20182028 Long Term Plan. Wellington Water
Committee members might like to share experiences of how they thought the
workshops went.

The point of the resilience workshops has been to agree to the future levels of
service of the water supply network under intense seismic shaking. We had
good conversations with all Councils and the proposed levels of service are
well supported.

The task now is to seek direction from Councils on the pace of investment to
reach the proposed levels of service. We have informed Councils that this
will take us about 50 years based on current investment levels. The cost for
the full programme of work to achieve the levels of serv ice will be
determined to greater levels of confidence by the end of the year.

Water Supply Resilience Community Engagement

8.

10.

The draft programme business case for water supply resilience proposes:

a) All users make preparations for providing their own water supply for up
to 7 days;

b) From day 8, the network will provide increasing service to critical users
and limited service to all users through distribution points, and long
term; and

c) From day 30, 80% of all users will have normal water supply.

It is now time to begin conversations with critical users, businesses and other
users to test the proposed levels of service. Ultimately in early 2017 we think
we should conduct a public engagement process with other utilities across
the region to educate users and get some feedback on our proposal.

As we go out and begin conversations with critical users we think we should :

a) Make the most of recent media coverage prepare public messaging on
behalf of the Wellington Water Committee which would lay out the main
story as follows:

i. The water supply network is vulnerable to natural shocks such as
earthquakes;

ii. Investing up front and making the water supply network more
resilient will ensure we survive the shock and our economy rebounds
quickly;

iii. Before we can invest, we need to agree on the appropriate levels of
service for a postearthquake scenario and consult all users; and

iv. Continue to make the region more resilient through 2018-2028 Long
Term Plans.
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b) We run a low level campaign about personal storage focusing on 7 days
of supply per person with Wellington Region Emergency Management
Office (WREMO).

c) Attachment A is the type of communication we could provide.

Wastewater resilience

11. We have begun work on the strategic case fo wastewater resilience. The

emerging picture is provided in Attachment B. You can see that the
wastewater network is vulnerable and it is a wise move to do more work to
understand the problems better and ensure we are well prepared.

Wellington Chamber o€ommerce

12. The Wellington Chamber of Commerce has selected Water Supply Resilience

as a local body election issue. We think it will be important to ensure the
chamber is well briefed in our work and that all mayoral candidates have
access to our materal. While the Chamber has its own motive for this work
there is an upside for everybody in that the region will continue to talk about
this issue.

Local Government Commission Report

13.

14.

15.

We talked about this report with the Commission Chair, Sir Wiri Gardn er, at
the last Wellington Water Committee meeting. At a high level, the report
concludes Wellington Water is on the right track and should continue to
enhance its delivery through the preparation of a ten year service plan, and
then having this service plan bulk funded to place incentives on Wellington
Water to be more efficient. We would like to begin to talk to councils about
bulk funding formally from 1 July 2018 as we will have put together the three
Waters 20182028 Long Term Plan. Bulk funding in this context means each
council agreeing to set the total level of funding over three years and any
limits around unders and overs for annual planning. From 1 July 2016 we
would like to bulk fund opex so the Board can decide on the company budget
within t otal opex. This will allow the company to carry risk and add more
value managing resources in the optimal way.

The report also suggests we could do more work to get closer to the
customer.

The final report is due out in the next couple of weeks and we will put it on
the next Wellington Water Committee agenda for discussion. The report
itself covers the entire region, and this might be an opportunity to invite the
politicians of other Councils within our region to have a conversation with us
about the report.

Regional Initiatives

16.

We continue to make good progress with the exception of our community
engagement work. We have decided to refocus this work and integrate it into
existing streams of work such as resilience and through our customer panel.
This will be the approach we take in 2016/17.
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Water Restrictions Policy

17. Attachment C explains how we are developing a draft regional watering
restrictions policy and proposed adoption process that will come back to the
Wellington Water Committee to consider in August 2016. The objective is to
move towards a common regional approach to watering restrictions.
However, to do so means that water supply by
Wellington City may require amendment. Hutt City and Upper Hutt would
only need to consider policy changes. Bylaw amendments require public
consultation processes that take several months. The aim is to work through
Councils standard policy and bylaw processes to bring about regional
consistency. We seek orithssapproatimi tt eeds support

Minister of Local Government

18. Deputy Mayor David Bassett, John Strahl and the Chief Executive of
Wellington Water Ltd were invited to meet with the Minister of Local
Government. The presentation we went through is provided as Attachme nt
D. The Minister was interested in Wellington Water in the context of the
Governments proposed reforms called oO0Better

Procurement Strategy

19. We have agreed the governance arrangements to begin development of our
procurement strategy. This work involves consciously defining our core
business and what the options are for insourcing and outsourcing certain
functions. A consultative process will be adopted with internal staff and
engaging with suppliers. We are aiming for the final proc urement strategy to
be completed by December 2016.

Overall Performance

20. We have had an incredibly dry spell over the last four months; however the
water supply system is in a good state. Rain, when it comes, will be
welcome.

21. When it did rain in Porirua we had some flooding compounded by high
runoff due to the ground being very impervious with the dry spell. This
flooding again emphasises the need for the region to plan around secondary
flow paths. Post event reviews suggest we can still improve our proactivity
before an event through better relationships with the metrological service
and access to a 24/7 response system.

22. Our final SOI is on the agenda for your approval. Also attached is our usual
Company Performance Report (Attachment E), Three Waters Report and
Outlook (Attachment F), and Value for Money Stories (Attachment G).

Emerging Issues

20. We want to introduce a section on topical issues from now on. Here is our
first instalment.
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Harbour Dredging

21. The proposal to dredge the harbour entrance to allow larger ships to
come into Wellington made the front page of the Dominion Post a few
weeks ago. Our information suggests there is minimal risk to the
Waiwhetu aquifer but we need to change the perception of the aquifer
being an environmental element alone. The aquifer provides nearly 50%
of all drinking water to Wellington and over the critical summer months
to over 70%. We (and our stakeholders) need to refer to the aquifer as a
substantial economic resource in its own right.

100 Resilient Cities

22. The 100 Resilient Cities concept continues to make good progress. To
date, the project has identified a number of priority areas including
earthquake and infrastructure, sea level rise and flooding, vulnera ble
communities; governance and transportation and housing.

23. When the strategy is published later in 2016, it will be a good enabler of
further focus on infrastructure resilience and the interdependencies
between individual infrastructure elements.

Stuart McCaskill Lakes

24. Over the last year, we have noticed a build-up of algae in the water
storage lakes at Te Marua. We are currently studying the algae and its
potential impacts on drinking water standards. We have been working
with Regional Public Health and there have been no issues to date. Long
term however, as temperatures continue to rise, we can expect more algae
growth and we will need to watch this emerging trend with interest.

There have been some extreme examples of toxic algae growth irNew
Zealand but in conditions not found in our water supply lakes.

Appendices
No. | Title Page
1 Attachment A Water Supply Resilience Opinion Piece W1 62
2 Attachment B Wastewater Resilience Problem Statement W1 64
3 Attachment C watering restrictions W1 65
4 Attachment D Mini sters Presentation Wellington Water 70
Presentation 11.05.16 W1
Attachment E Company Performance Report W1 76
Attachment F OutlookReport_final W1 A4 S 79
Attachment G Value for Money Stories final W1 93

Author: External Author (Wellington Water Ltd)
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Attachment 1 Attachment A Water Supply Resilience Opinion Piece W1

Draft opinion editorial for attribution to members of Wellington Water Committee

ltés great to see the ongoing media and public i
do to make sure they are prepared in the event of a major earthquake. This is especially so

in the case of water, given the particular water supply risks our region faces. The recent

surge in demand for 200-litre rainwater tanks shows how attuned people are to the need to

ensure they are fully equipped to 6get through©o.

Being prepared to survive during the immediate aftermath of a major earthquake is critical.

But also critical is the regionb6s |l onger term r ¢
being a great place to live, and to productivity. If it takes too long after a major earthquake

for peopleds lives to get back to normal and for
businesses might simply relocate from Wellington and potentially never return. Losing

businesses would undetrmiecormmyt he regionds | ong

As owners of the Wellington regionds water netwa
in respect of the public water supply. l'tds our
in ensuring residents can return to happy and healthy lives, and our businesses to

productivity and growth as quickly as possible after a system shock.

The reality is that due to our geography and wat

supply network is vulnerable to the risk of prolonged interruption in the event of a major
shock. On current estimates, it could be up to 100 days before normal supply is restored.

Given the long term economic risks to the whole region of such a prolonged period without

nor mal water supply before peoplebs Ilives coul d
building a water supply network that could restore water supply to households and

businesses from about 30 days.

This will require ongoing planning and investment in the water network. A number of key

projects have already been identified and further planning is underway. While there is

already funding allocated to some project s t o i mprove the resilience o
network, the next question for us as a region will be whether we need to accelerate the

overall planned programme of activity long term and how to fund this over time without

compromising our ability to deliver against other areas of responsibility. The outcome of

these deliberations wil/ be reflected in each of
will be out for public consultation mid-2017.

It also requires us to work with other providers of critical infrastructure, including roading,

electricity, and telecommunications, to ensure individual plans for improving our respective
networksoé resilience are integrated and maxi mi se
Wellington Water, we are actively engaging with these infrastructure providers both directly

and through the NZ Lifelines Committee.

Making the region more resilient also requires critical users, eg hospitals, and the wider

business community to do ributeéyhavindthetr own wdtee y 6 | | neeo
storage for at least seven days, as well as having other infrastructure contingencies in place.

Critical to this is a shared understanding of the cost/benefit advantage of investing in their

own storage, compared to the cost of relying exclusively on public water infrastructure.

Wellington Water and other infrastructure providers are engaging with critical users to build
this understanding and to work with them on improving their own contingency plans.
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The work we are doing is consistent with
Canterbury earthquakes, and is about investing in improvements now that will enable
infrastructure systems to better withstand major shocks to avoid the exponentially higher
costs from a sudden major system failure. The Government is an important stakeholder in
improving the resilience of the Wellington region, given it and the majority of public sector
agencies are located here, and given the contribution of this region to the New Zealand
economy.

There is some way to go in improving the
journey and wedre committed to making it
and the country. In the meantime, the region will become increasingly more resilient the
faster individual households and businesses act on recommendations to have sufficient
water storage to supply themselves with water for up to seven days.

/lend
20 May 2016

t he Gov

DEM11-9 - 16/576 - Company Update Report Page 63



Attachment 2 Attachment B Wastewater Resilience Problem Statement W1

DEM11-9 - 16/576 - Company Update Report Page 64


























































































