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Monthly Commentary (OPEX)

Summary
The first quarter result for the BAU OPEX programme 9% ($298k) under budget with the over budget Network costs in Drinking Wa ter and
Wastewater currently offset by underspends across the other categories within these Waters.

Council has received Unexpected event notification forms for the three events reporting costs in this finance dashboard report. Combined year to
date costs for these events is $470k.

Overall the first forecast for the year for the BAU OPEX programme anticipates 6% ($741k) under budget for the full year, wit h the additional costs
for Unexpected events reducing the underspend close to budget.

This first forecast does not include the anticipated additional budget and costs associated with the sludge disposal that Cou ncil is transferring to
Wellington Water for the Joint Venture Wastewater Treatment Plant. We expect this will be included in the October reporting.

Network forecast in the BAU OPEX programme is over budget in Drinking Water, Stormwater and Wastewater, due to reactive maint enance costs,
and overall for the first quarter these over budget forecasts are offset by underspends across the other categories within th e Waters.

Due to budget constraints maintenance across the Three Waters network is being prioritised with some activities going into ba cklog and the forecast
reflects this strategy. The forecast will be reviewed and updated monthly.

Wellington Water will follow-up with council expected service levels and funding options.

Unexpected events
Council has been notified of the following Unexpected events:
Drinking Water burst main on Champion Street
Wastewater event opposite 14 Tradewinds Drive, Duck Creek pump station
JVWastewater event at 1A Lyttleton Avenue
These events are reported separately from the BAU OPEX programme and the year to date costs are $470k.

Notes on our approach for reporting:

Wellington Water invoices Council a monthly fixed charge in advance for the opex programme and management & advisory services

The opex programme is made up of the following:

*  Controllable costs incurred by Wellington Water in delivering the programme, such as charges for repairs and maintenance, costs of consumables, consultants, and contractors’ charges

*  Costs of labour and plant which are charged to specific jobs. This is for Wellington Water employees within our Customer Operations, Network Management and Network Engineering groups
i.e. those working directly on opex jobs.

Management & Advisory Services is made up of staff costs that cannot be directly attributed to Council opex or capex programmes and overheads such as insurance, rent, IT costs, etc. We're a

council-controlled organisation jointly owned by six client councils; the management charge is agreed on an annual basis and pro portionately allocated to each of these councils.
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Unexpected Event Reserve Commentary:

In years that PCC actual costs finish below budget, the funds are retained for the Unexpected Event Reserve (capped at 5% of the opex charge for the current financial year).
Wellington Water is able to utilise these funds for costs arising from unexpected events in subsequent years. The funds are ring-fenced for the council in which the savings

were achieved.

The opening balance for this financial year is nil.
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