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Foreword

In our first year of being Wellington Water, we’ve consolidated our structure and explored how to
lift performance of three waters services in the region. In 2016/17 and beyond, we want to better
position the company to respond to the changing operating environment and the needs of our
shareholders and customers.

To stay relevant and connected to our customers, we’ve reviewed our outcomes to recognise water
as an enabler for economic resilience and the public health aspects of our services. We now have a
series of service goals that sit beneath our outcomes and we will use these to guide investment
discussions with councils.

We'll continue to apply a regional 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 shareholding councils with the
second generation Regional Asset Management Plan (RAMP). The final fully optimised plan will be
available for 2018-28 long-term council plans and will support council growth strategies.

The RAMP will help us focus on operational delivery 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 initiative to
prepare the Wellington region’s water supply network for a significant shock event. The programme
business case for this work will require councils to consider investment decisions to build a resilient
regional economy.

We have a regional conscience and want 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,
such as the introduction of metadata standards. We've realised that in order to operate effectively
at the regional level, we also need to be well connected with national and central government. We’'ll
therefore be supporting Water New Zealand to increase their collaborative approach with water
businesses and again we’ll share our learnings.

Within the company we’ll focus on growing our capability and culture, and working more
collaboratively with stakeholders and customers. We'll ensure we are providing value for money by
asking our shareholders what they think about our delivery against their desired 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 better realise 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 perspectives. This is why we will be transparent about our progress and why
we’ll be prioritising investment decisions in a way that best benefits the local economy.

This document summarises why we believe Wellington Water is well placed to both meet those
challenges and to represent our shareholders’ interests in local, regional and national arenas.
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John Strahl Colin Crampton
Chairman of the Board Chief Executive
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Who we are

Wellington Water is a council-controlled 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 councils of approximately $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 and provide advice about how best to invest in
their future development.

- 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
customer 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 with respective 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 such as the Resource Management Act 1991 (and proposed
amendments), the Wellington Regional Board Act 1972 and the Health and Safety Reform Act.
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The scope of our functions

Our role is to ensure the three waters meet the levels of service that are agreed with shareholding
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 make sense for them 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 councils; 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 are for the local economy’s
success.

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 accommodate 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 waters activities on the environment.
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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 Crauford David Wright David Benham

The Chair of the Board reports to the Wellington Water Committee. The Board approves the
company’s strategy, ensures legal compliance, ensures the company has necessary capability to
deliver and monitors the company’s performance, risk and viability.

The boards approach to governance is to establish with management (and in consultation with
shareholders) clear strategic outcomes that drive the company’s performance. It is also mindful of
the relationships the Board has with the Wellington Water Committee and how the two influence
the company in slightly different ways.

It supports and empowers management to deliver and report performance using a no surprises
approach and by creating a trusted environment where information is transparent and strategic
conversations occur providing insights 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

The Wellington Water Committee’s five shareholders are the Hutt City Council, Porirua City Council,
Upper Hutt City Council, Wellington City Council and Greater Wellington Regional Council. Each
shareholder holds 20% of the voting shares (‘A’ shares) of Wellington Water.

David Bassett, Chris Laidlaw Nick Leggett Wayne Guppy lona Pannett

Chair, Deputy Chair,

Wellington Water ~ Wellington Water

Committee Committee

Deputy Mayor, Chair, Mayor, Mayor, Councillor,

Hutt City Council Greater Porirua City Upper Hutt Wellington
Wellington Council City Council City Council

Regional Council
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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
stormwater services. They do this by considering the company’s half yearly and annual reports,
monitoring performance of the company, appointing directors to the Board, providing
recommendations to shareholders on proposals from the company. The Committee writes an annual
Letter of Expectations to the Chair of the Board which is used 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 trust of 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 describes some of the external influences on our business.

“6

Social

An aging population has less ability to sustain
rates increases to support three waters
infrastructure costs.

The value our society places on water has an
impact on water source sustainability; if people
value water they are more likely to conserve it.
We're looking to raise community awareness

Economic

A city cannot function without water. Resilient
water networks will help us recover from
seismic activity, climate change and other
shock events, so that our region can keep
working,

Construction costs continue to rise, while old
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 practicesfor 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 Natural
Resources Plan proposal will
beinmid-2017. Government
is consulting on Next Steps for
Freshwater. We continue to
model potential effects of
climate change, including
possible drought, sea level
rise, storms and flooding
impacts, and will implement
regional initiatives consistent
with the National Policy
Statement for Freshwater to
improve water quality.

Wellington
Water

O

Our water, our future.

Technology

Innovation inmaterials and
techniques 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
Commission, 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.
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What we want to achieve

We have three high level customer outcomes that are supported by twelve service goals. Each outcome
and strategic goal has a set of key performance indicators that we use to assess how well we are
delivering services to our customers.

Customer outcomes

We have three long term (20-30 years) customer outcomes:
e Safe and healthy water
e Respectful of the environment
e Resilient networks support the economy

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

Service goals

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

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

In order to enable councils to make these decisions we will provide sufficient data and information
about each goal’s performance. Once councils have made decisions they will be reflected in their 2018-
28 long term plans and consulted with the community.

We describe our goals and what we are seeking to achieve from each of them and how they are
supported by key performance indicators over the page.
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Customer outcome 1: Safe and healthy water

We provide water services, to ensure safe drinking water and will work to eliminate the
harmful effects of wastewater and stormwater over time.

1. Water is delivered to meet current NZ Drinking Water
Standards and water supply legislation so that our activities

We provide safe .
prevent contamination of treated water

and healthy
drinking water

2. Water supplied is of acceptable quality to customers

We operate and

manage assets 1. Water services are delivered in a way that is safe for our
that are safe for suppliers, people and customers

our suppliers,

people and 2. Asset safety risks are identified and improved
customers

We provide an

appropriate 1. Sufficient water is supplied meet urban firefighting needs
region-wide fire- under normal conditions

fighting water

supply to 2. We identify and implement water supply improvements to
maintain public assist the Fire Service

safety

We minimise 1. The publicis protected from direct exposure to untreated
public health risks wastewater onto land

associated with

wastewater and 2. The publicis protected from direct exposure to untreated
stormwater wastewater onto beaches

Customer outcome 2: Respectful of the environment

When we provide water services we seek to avoid harm to the natural and built
environment and overtime enhance it for the benefit of future generations

Our customers receive water services that are managed efficiently

We manage the through minimising:
use of resources

in a sustainable * waterloss
way e energy consumption

e production of treatment plant waste

1. Water quality of the waterways and harbours is not adversely

We will enhance affected by discharges from any of the three waters network

the health of our
waterways and
the ocean

2. Integrated catchment management plans are used in a
collaborative approach with stakeholders to carry out
improvements to the water quality of waterways and
harbours
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We influence

people’s Communities are educated to use our infrastructure in ways that
behaviour so they reduce the impact on the natural environment in areas such as
are respectful of stormwater pollution and water conservation

the environment

We enhance the
impact on the
natural and built
environment of 2. Water services are built and managed in ways that are not
water services intrusive to communities

1. Water services are managed to comply with consents

Customer outcome 3: Resilient networks support the economy

We provide reliable day to day water services, that are able to withstand shock and
stresses and future proof the network to enable a strong regional economy and enhanced
natural environment

1. The potential impact of increased sea levels and flooding on
property and key transport links from stormwater is
identified and the impacts are minimised

We minimise the
impact of
flooding on
people’s lives and
proactively plan
for the impacts of
climate change

2. Theimpacts of an additional 1 m sea level rise are
understood and preventive measures are implemented
where practicable. Where prevention is not possible, the
impacts will be managed operationally

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

We work to meet agreed levels of service to restore water
services to customers

1. The water supply network meets normal demand except
where a drought is more severe than a 1-in-50 year return

We plan for period event

sustainable water

sources and
future demand 2. Water supply and wastewater services are planned to

accommodate changes in demand and future growth, with a
focus on reducing water wastage

We provide 1. Customers have access to reliable water and wastewater
reliable services services
to customers

2. Stormwater networks perform as intended when it rains
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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). Throughout 2016/17 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 the 2018-28
investment in each of the councils' three water network, and to produce clear and 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 service goals
and we’re calling this approach Smart Investment.

Over the next year 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 trade-off decisions between service
goals that they can reflect in their long term plans and consult with their communities on.

& Wellington
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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 organisational culture 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 vision is ‘our people and those we work with go home healthy and safe each day’.
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 on 4 April 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 stories, have 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 and our new 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 means helping
staff and suppliers to think more about probability and consequence of their day to day actions.

Measure area

e Staff engagement scores for health and safety remain or trend above the benchmark level of
60% (in 2015 we achieved 81%)

e Near hit/risk reporting/something good ratio to total recordable injuries. Target: Increasing
ratio of 50% year on year towards a stretched target of 20: 1 by end of 18/19. Benchmark is
final year 15/16 ratio of near hit/ risk report/ something good observations to each
recordable injury that occurs

e We receive our first safety star rating score

e Standard lag measures such as injury frequency rates for lost time, total recordable injury
and severity of injury. Target: Trend toward Business Leaders Health and Safety Forum rates
for our sector of LTIFR® 1.5 and TRIFR? 4.6. per 200,000hrs

L LTIFR Lost Time Injury Frequency Rate. The number of lost time injuries per 200,000hrs worked. LTI frequency
rate (LTIFR).

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

“0
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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 will be to 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 organisation. To achieve this it’s important we have
highly engaged employees who deliver performance, go the extra mile and intend to stay. The results of
our 2015 employee engagement survey highlights we need to focus on leadership and addressing any
uncertainty about both the future of Wellington 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

e 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 2016/17. We seek to build 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 the areas 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 capacity and capability to deliver
on its outcomes.

Measure area

e Succession plans in place for tier 1 and tier 2 positions

“0
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Specific priority for 2016/17 - becoming Wellington Water

We have achieved a great deal over the past year, however at times the speed of change 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, the council 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

e 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 make efficiency 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 providers to ensure
we canh progress some across agency initiatives.

Regional asset management plan (RAMP)

A RAMP will incorporate the key outputs of the 14 existing AMP’s that we currently produce across the
Wellington metropolitan region. This approach will help our client councils make regionally-based
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 plans and budgets for the 30 year period commencing 2016/17. The generation two RAMP
will include detailed 30 year programmes, starting in 2017/18. This document will be informed by three
water strategies for drinking water, stormwater and wastewater and highlight key improvements. The
third generation RAMP will contain investment guidance on levels of service and each of the three
regional initiatives, in time to inform 2018-28 long term plans.

Measure

e Produce an optimised 30 year infrastructure plan, generation three RAMP for 2018-28,
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 other areas 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 supply level of 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 will be 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 addressing resilience in Wellington.

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

Measure area

e Complete the water supply resilience Programme Business Case by June 2017

e Complete the waste water resilience Strategic Case by September 2016

2. Catchment management approach to impacts on fresh water

We will continue contributing to GWRC’s Whaitua or catchment-based approach to managing water
quality and quantity, minimising our impact on the environment and improving consent compliance. The
modelling of water quality and quantity limits, their implications and potential for improved water
quality will be a focus in the Porirua Whaitua. The Wellington Harbour/Hutt Valley Whaitua is expected
to start in the third quarter of 2016/17.

We'll also advise councils on their long term funding plans for monitoring programmes, meeting
consenting requirements and infrastructure upgrades to meet the Whaitua limits that will be reflected
in the Wellington Natural Resources Plan.

Measure area

e Councils are satisfied with the investment plan that Wellington Water devises to make
progress on meeting the limits adopted by the Whaitua work

3. Community education

We want a community that is well-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 for potable water and
network maintenance costs; and defer the need for investment in new infrastructure, where possible.

Measure area

e Develop a community education strategy and implementation plan that increases
council collaboration across the region by June 2017 to inform 2018-28 long-term plans
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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 councils. One of many important factors to
consider in the three waters strategy is the impact of climate change.

We continue to work with council policy staff to increase opportunities for consistent regional policies
and bylaws relating to the three waters. Our focus in 2016/17 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

e We have a draft policy and proposed adoption process for regionally aligned watering
restrictions considered by the Water Committee in August 2016, and a summer water
campaign in place by November 2016 (either based on current policy or bylaw settings,
or new draft policy if feasible). This project has an interdependency with a review of
current consent-based restrictions (by Wellington Water and GWRC), that is planned to
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
is an opportunity to increase regional consistency (ie. how different council’s Codes of Practice and the
Regional Standard for 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 consider innovation 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 panel.

Measure

e First generation procurement strategy completed in collaboration with suppliers
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Capital programme

We know that effective, design, delivery and monitoring of performance of the capital programme is
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 as it becomes 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

e 95% of all planned construction projects from client council asset management plans are
completed within timeframes agreed with councils

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

Creating value in everything we do

Our overall objective is to deliver to our customers’ best value water services. We have described the
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 framework that allows Wellington Water staff, consultants and
contractors to register good ideas which we will collectively investigate and then implement if
appropriate.

Measure

e Atrend of increasing registration value for money ideas

Specific priority for 2016/17 - 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 valuation system. We will set this up and then have our results
audited by an independent party.

Measure

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

Company result area 3: Working collaboratively

We work collaboratively with 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 includes putting 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
and expectations. 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 the GWRC).

& Wellington
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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

e C(lient Council Representative’s judge us on an ongoing basis as having an effective
relationships

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 continue effective relationships with
the Treasury’s National Infrastructure Unit, MBIE and Worksafe, the Department of Internal Affairs and
the Ministry for the Environment amongst many.

Measure area

e As part of our water supply resilience initiative, keep government officials briefed on
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 value. The two are interlinked; hence the centrality
of the customer in our overall business strategy. We’re re-orienting ourselves around the customer (the
end user of three waters services) through a medium-term strategy that will see the customer
accounted for throughout our entire business.

We will establish a customer panel — a group of users that will lead our collaborative approach to
delivering three waters services. They'll provide input into our customer communications, education
programmes, feedback systems, and service promises. But they’ll also co-define their own participation
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 reputation for caring about the customer experience.

Our website will be re-engineered 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
the “office” to work on a community project.

Measure area

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

“0

Other stakeholders

We have relationships with Water New Zealand, Local Government New Zealand and the Local
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 supporting Water 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
governance and management of water. In the past, we’ve engaged with local iwi groups largely through
our client councils. As our regional focus has broadened, we’ve continued to check in with councils and

Wellington . o
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mana whenua on how we can best meet their needs for participation, and 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 growing significance
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 organisations such as the
New Zealand Fire Service.

Measure area

e Create and implement an annual stakeholder survey in consultation with our client
councils

Special priority for 2016/17 and beyond - 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 with them 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
manner 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

e Explore the regional consciousness model with our nearest neighbours and make a
decision by December 2016 with our shareholding councils about whether to
progress engagement

& Wellington
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Company values

People come first

What we do makes a big
difference to other people’s
lives, and we strive for
excellence in serving our
communities and each
other.

Wellington
Water

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

We share our knowledge

We're a diverse team of skilled
professionals, soaking up new
knowledge to share innovative
solutions that meet our
customers’ and clients’ needs.

22

Together we’re stronger

We look out for each other,
we trust and respect each
other, and we’re proud of
our achievements.
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Operational focus areas

Sound financial management

Wellington Water’s operating expense budget for 2016/17 is $23.3 million. This budget was approved in
October 2015 by the Wellington Water Board and Council Representatives. Of this total, $17.8 million
represents remuneration and other employee costs, and $5.5 million relates to vehicles, utilities,
professional services and directors fees, and depreciation costs.

Wellington Water has a no surprises approach. Forecast updates, capital expenditure plans, debt and
forecast positions are communicated to our 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 2015/16 budgets and present the 2016/17 budgets. Wellington Water’s
2016/17 forecast Comprehensive Revenue and Expenses was based on the approved Operating budget
of $23.3 million. Year-on year up to 2018/19, a 2.5% increment was applied on Personnel and Other
Employee Costs and 1% on other operating expenditure.

Forecasts include the principal repayment of the $0.8 million loan secured in July 2015. Interest 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 consultancy accruals.

Staff leave is being continuously managed and the increased leave liability from prior years is largely a
result of increased staff numbers. Capital expenditure was assumed only up to the extent of the
preceding year’s depreciation.

The forecast 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 $0.8 million 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 management 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 appropriate.
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 improvements 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 company strategy 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 on at a leadership level on at least a quarterly
basis. Health and safety risks are specifically reported and discussed in senior leadership performance
meetings.

& Wellington
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We report risks quarterly to the Company Audit and Risk Committee and discuss treatment programmes
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 reporting against 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 addition quarterly performance
reports, the Half Year Report and Annual Report all go to the SLT, the Board and the Wellington Water
Committee.

Wellington . o
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Appendix 1: Organisational structure
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Appendix 2: Three generations of the Regional Asset
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Appendix 3: Governance and shareholder
information

Wellington Water is a council-controlled 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 best practice. The Shareholders’ Agreement relating to Wellington Water
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.

Board Chair John Strahl’s term has been extended for a further two years to expire on 31
December 2017. Nicola Crauford is an independent director to 31 December 2017. The
Wellington Water Committee jointly appointed Cynthia Brophy and David Wright to 1 February
2018. 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 Wellington Water Limited.

Ratio of consolidated shareholders’ funds to total assets

Ownership of infrastructural assets is retained by the shareholders (or other clients). As a business
that returns all benefits to shareholders, the ratio of shareholders’ funds to assets is contained in
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 as confirmed 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:

e Astatement of intent detailing all matters required under the Local Government Act
2002, including financial information for the next three years

e Within two months after the end of the first half of each financial year, the Company shall
provide a report on the operations 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)

e Within three months after the end of each financial year, Wellington Water will provide
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
statements for that financial year, and an auditor’s report (in accordance with sections 67,
68 and 69 of the Local Government Act 2002)

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
Government Act’s requirements and is considered appropriate.
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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 seek compensation from any local authority other than
in the context of management services agreements and the shareholders agreements with client
councils.

Equity value of the shareholders’ investment

The net value of the shareholders’ investment in the company is estimated to be valued at $2.3
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 directors. The method of assessment will
use the value of shareholders’ funds as determined in the annual accounts as a guide.

Matters that shareholders wish to restrict

The shareholding councils provided a letter of expectations that refer to the following restrictions:

e 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

e granting security over the assets of the Company, or granting and indemnity or guarantee
other than in the ordinary course of business

e making a material change in the nature of the Company’s business or engaging in business
activities outside the ordinary course of business

e entering a new customer service level agreement, except in the form already agreed by
Shareholders

e entering into a partnership or joint venture, except in the ordinary course of business

e acquiring a new business or shares in another company

e starting or settling any legal or arbitration proceedings, except in the ordinary course of
business

e transferring or disposing of real or intellectual property with a value of over $200,000

& Wellington
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Appendix 4: Council key performance indicators

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

Safe and Healthy Water

Servi Servi
Service goal Asset group ervice ervice Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
W < delivered 100% compliance for
ater is delivere : : :
Comply with the Drinking Water Standards for NZ Microbiological and
to meet current NZ Chemical
Drinking Water 2005 (revised 2008) (Part 1 Microbiological, Part : 100% compliance GWRC
Service Standards and water | 2» Chemical and Aesthetic compliance) Not achieved for
Service quality ualit supply legislation so Aesthetic’
9 4 that our activities
Maint f wat | lit ding' . L - .
prevent amn er.1a.nce o water supply quality gracing's Grading maintained’ Maintain grading GWRC
contamination of from Ministry of Health for the bulk water supply
treated water
Number of waterborne disease outbreaks nil nil GWRC
We provide
safe and Number of complaints about: 0 Fewer than 5 per GWRC
healthy Bulk Water a) drinking water clarity /1000 connections 1000 connections
drinking
water F than 5
b) drinking water taste /1000 connections 0 ewerthan Aper GWRC
1000 connections
Customer Water supplied is of
Customer focus - ; acceptable quality to | c) drinking water odour /1000 connections 0 Fewer than 5 per GWRC
Satisfaction 1000 connections
customers
d) drinking water pressure or flow / 1000 Fewer than 5 per
. 0 . GWRC
connections 1000 connections
e) drinking water continuity of supply /1000 Fewer than 5 per
. 1 . GWRC
connections 1000 connections

29 Statement of Intent 2016-19




Servi Servi
Service goal Asset group c:tr:e"g‘;ery a:::f: Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
f) R to drinki t laints /1000
) espo_nse o drinking water complaints / Fewer than 5 per
connections 0 1000 connections GWRC
(Note: this is about the service we are providing)
Water is delivered . o
to meet current NZ Comply w.|th the Drinking Water SFandards.for NZ 100% compliance 100% compliance
S 2005 (revised 2008) (Part 4 bacterial compliance)
Drinking Water
. Standards and water .
Service qualit Service supply legislation so All clients
q y quality PRl ‘eg L (excl GWRC)
that our activities . . L
X Maintenance of water supply quality grading's Grading maintained Maintain eradin
preven o from Ministry of Health for the bulk water supply J J &
contamination of
treated water
Number of complaints about: New indicator from
a) drinking water clarity /1000 connections 2015/16
s . New indicator from
b) drinking water taste /1000 connections 2015/16
Water . ) New indicator from
Reticulation c) 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 high connections 2015/16 council
Customer overall level of
Customer focus Satisfacti t |
atistaction | customer approv.a e) drinking water continuity of supply /1000 New indicator from
of the water service connections 2015/16
’(r':)o:isep::iir;s:sto drinking water complaints /1000 New indicator from
. . .- 2015/16
(Note: this is about the service we are providing) /
95% 95% HCC
Customer Satisfaction with water supply 93%° 95% PCC
494"~ Motevanavle Not available UHCC

30

Statement of Intent 2016-19




Servi Servi
Service goal Asset group ervice ervice Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
99.7% 90% WCC
We operate LTI d Incid iated with . f
and manage Water services are s a.n ncidents associated with operation o New Measure Zero
assets that delivered in a way council assets
Health and Healthy and . .
are safe for All Safety Safety that is safe for our All clients
our suppliers, suppliers, people LTI’s and incidents associated with supplier
people and and customers activities in designing, constructing, New Measure Zero
customer commissioning or operating Council assets
HCC-n/a
We provide Percentage of fire hydrants identified as PCC-92% 95% All clients
complying with NZ Fire Service Code of Practice o ’ (excl GWRC)
an - . UHCC -98%
appropriate Sufficient water is
i
region-wide Water . . Continuity supp |e'd to. mget WCC —94%
. . . Service quality urban firefighting
fire-fighting Reticulation of supply -
water supply needs under normal | No of key hydrants that do not meet testing
o conditions requirements (as defined in SNZ PAS 4509:2008)
to maintain .
blic safet New M Not ilabl All clients
public satety % of fire hydrants inspected in the previous five ew Measure ot avatfable (excl GWRC)
years (as defined in Clause G4 of Appendix G SNZ
PAS 4509:2008)
The total number of complaints received by the o
council about any of the following: New indicator from Less than 30 per 1000 | All clients
- sewage odour 2015/16 connections (excl GWRC)
We minimise - sewage system faults
public health The public is - sewage system blockages, and
risks protected from - council’s response to issues with its sewage
as.souated Wastewater Customer focus Cusﬁomey direct exposure to system
with Satisfaction | untreated
wastewater wastewater onto Expressed per 1000 connections to the council's
and land sewage system
stormwater

The number of dry weather sewerage overflows
from the council’s sewerage system expressed per
1000 sewerage connections to the sewerage

New indicator from
2015/16

Nil
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Service goal Asset group Service Service Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
system
WCC - 100%
Percentage of days during the bathing season
(from 1 November to 31 March) that the HCC - 99.5% 90% HCC, PCC,
monitored beaches are suitable for recreational ? wWcCC
use PCC — New indicator from
2015/16
The public is protected —
from direct exposure The number of non-consented overflows from the | New indicator from Nil PCC, HCC,
ko untreated treatment plants 2015/16 wWcCC
Wastewater onto
beaches Fewer than 10 and
decreasing trend (HCC
The number of consented 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 outside the DWSNZ guideline values (for details see page 31 — Annual performance in 2014/15 Annual Report).
2Non—compliance with DWSNZ guideline values (including aesthetics, see aesthetic compliance above) can affect water source treatment and distribution grading. This risk is being managed via Wellington Water’s risk management process.
® 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 with the percentage of “very satisfied” increasing from 52% to 65%.

Respectful of the environment

Servi Servi
Strategic goal | Asset group ervice ervice Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
We will To manage Water quality of the . . WCC - 100%
enha e the . stormwater | waterways and Percentage of days during the bathing season .
Stormwater Environmental inan harbours is not (frorr.1 1 November to 31 March) that the . HCC-99.5% 90% HCC, PCC,
health of our Performance - monitored beaches are suitable for recreational wWcCC
environmen | adversely affected _ s £
waterways tall by discharges from | Use PCC — New indicator from
and the v v g 2015/16
sensitive any of the three
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Strategic goal | Asset group Service Service Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
ocean manner waters network . )
Percentage of monitored fresh water sites that WCC - 74%
have a rolling twelve month median value for E.coli 90% All clients
(dry weather samples) that do not exceed 1000 HCC, UHCC & PCC — New ? (excl GWRC)
cfu/100ml indicator from 2015/16
The number of non-consented overflows from the New indicator from Nil PCC, HCC,
treatment plants 2015/16 WCC
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 15 and WCC
decreasing trend
(PCC)
HCC -335 I/p/d
345 I/p/d (HCC)
r . . PCC-3001/p/d 3351/p/d (PCC, All clients
Average drinking water consumption/resident/day
_ UHCC) (excl GWRC)
UHCC-3321/p/d
We manage To manage Our customers 375 1/p/d (WCC)
J water in an receive water WCC-273 I/p/d
the use of . .
resources in a Water Cost environmen | services that are
sustainable Reticulation effectiveness tally managed efficiently HCC-18.2%
-, h h minimisi
way i;;:g’re \tN;):rglosn:mmsmg PCC - 12.8% Less than 18% (HCC,
Percentage of real water loss from networked WCC) All clients
reticulation system UHCC-17.2% Less than 17% (PCC, (excl GWRC)

WCC — New indicator
from 2015/16

UHCC)
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Strategic goal | Asset group z:tr:;fry :z;:lzf Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
Compliance with resource consents for discharge
from its stormwater system (full compliance is no
notices/ convictions):
¢ Abatement notices . .
Legislative Legislative Water services are ¢ Infringement notices Nil Nil
Bulk Water Compliance Compliance managed to comply | ¢ Enforcement orders GWRC
with consents e Convictions
Received by the Council in relation to the resource
Consents
Compllance with all re§ource consents and 100% 100%
We enhance environmental regulations
the impact on
the natural
and built Water
environment Reticulation
of water
services Compliance with resource consents for discharge
from its stormwater system (full compliance is no
. notices/ convictions):
Legislative Legislative Water services are * Abatement notices ) ) All clients
Wastewater Compliance Compliance m'anaged to comply |, Infringement notices Nil il (excl GWRC)
with consents ¢ Enforcement orders
e Convictions
Received by the Council in relation to the resource
Consents
Stormwater
We influence We want to preserve water sources for future generations and have chosen to measure awareness of water conservation work and changes in behaviour through the following:
people’s
behaviour so e | think I should be conserving more water than I’'m currently doing
they are All —  Target: decreasing trend

respectful of
the
environment

Actual result June 2012: 68%
Actual result June 2014: 68%

e | have the information | need to be able to conserve more water

Target: increasing trend
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Strategic goal

Asset group

Service Service

Service objectives Performance measure
category aspect

Actual result (2014/15)

Target (2016-2019)

Client

—  Actual result: June 2012: 50%
—  Actual result: June 2014: 73%

e | generally make a positive effort to conserve water
—  Target: increasing trend
—  Actual result: 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 and other forms of performance measurement.
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Resilient networks support the economy

. Service Service . L .
Strategic goal | Asset group Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
Median response time for:
e attendance for urgent callouts 30 minutes 60 minutes
e resolution of urgent callouts 90 minutes 4 hours
Continuity e attendance for non-urgent callouts 30 minutes 36 hours
Bulk Water Service Quality of supply « resolution of non-urgent callouts 33 minutes 15 days GWRC
Number of shutoffs to the bulk water supply
network resulting in loss of water or pressure to 1 Nil
consumers
Median response time for:
e attendance for urgent callouts HCC - 36 minutes, UHCC 60 minutes
— 23 minutes, WCC-44
We provide Customers have 'mirTutes & PCC—new
reliable access to reliable indicator from 2015/16
services to waterand HCC—2.6 hrs, UHCC—2.2 | 4 hours
customers wastewater services | e resolution of urgent callouts hrs, WCC — 2.5 hrs & PCC
—new indicator from
2015/16
Water Continuit _ _ All clients
. . Service Quality ¥ HCC —23.0 hrs, UHCC 36 hours
Reticulation of supply e attendance for non-urgent callouts 23.5 hrs, WCC — 25.8 hrs (excl GWRC)
& PCC — new indicator
from 2015/16
HCC-1.0day, UHCC—1.1 | 15 days

e resolution of non-urgent callouts

days, WCC — 1.7 days &
PCC — new indicator from
2015/16

Fewer than four unplanned supply cuts per 1000
connections

HCC-2.19, UHCC - 1.38,
WCC-1.22 & PCC-1.55

Fewer than 4 per
1000 connections
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. Service Service . L .
Strategic goal | Asset group Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
HCC less than $275
per connection
. HCC $255 PCC less than $275
To provide a cost . .
] . PCC $257 per connection All clients (excl
effective water Operating cost per property (SLA measure)
. UHCC $314 UHCC less than $340 [GWRC)
supply service .
WCC $330 per connection
WCC less than $300
per connection
. . . HCC — 29 minutes, UHCC
Attendance time: from the time that the Council .
. L . . — 32 minutes, WCC - 38 .
receives notification to the time that service . 60 minutes
. minutes & PCC — new
personnel reach the site, and o
indicator from 2015/16
Resolution time: from the time that the Council HCC-1.5 hrs, UHCC-1.6
receives notification to the time that service hrs, WCC—2.1 hrs & PCC 6h
ours
personnel confirm resolution of the blockage or —new indicator from
o other fault 2015/16 .
. . Continuity All clients
Wastewater Service Quality
of supply Cust h HCC-97% (excl GWRC)
ustomers have PCC-92% 95% — HCC, PCC

access to reliable
water and
wastewater services

Customer satisfaction with the wastewater service

UHCC - not available
WCC — new indicator
from 2015/16

UHCC - not available
75% — WCC

HCC-0.64
Number of wastewater reticulation incidents per PCC-0.89
. . L Less than 1.2/km
km of reticulation pipeline (blockages) UHCC-0.50
WCC-0.48
HCC less than $220
HCC $227 .
per connection .
. PCC $490 All clients (excl
Operating cost per property (SLA measure) PCC, UHCC, WCC less
UHCC $273 GWRC)
than $280 per
WCC $295

connection
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) Service Service ) L .
Strategic goal | Asset group Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
Median response time to attend a flooding event, HCC — 34 minutes, UHCC
measured from the time that council received — 45 minutes, WCC — 42 60 minut
minutes
notification to the time that service personnel minutes & PCC — new
reach the site. indicator from 2015/16
. . New indicator from
Number of complaints per 1000 properties 2015/16 Less than 30 per
Stormwater connected to the Council’s stormwater system 1000 connections
st ; Service Qualit Continuity networks perform All clients
ormwater ervice Quali — 79
¥ of supply as intended when it HCC - 87% (excl GWRC)
. . . . PCC-83% 80% — HCC, PCC
rains Customer satisfaction with the stormwater )
UHCC - not available 70% — WCC
management o .
WCC — new indicator UHCC — not available
from 2015/16
HCC - 0.05
Number of pipeline block km of pipeli pec-03> Less than 0.5 per k
umber of pipeline blockages per km of pipeline ess than 0.5 per km
PP gesp PP UHCC-0.03 P
WCC-0.04
HCC-1
Number of flooding events that occur in a PCC-1 ;
ero
territorial authority district UHCC-0
WCC-3
We minimise To minimise the 071000 flood All clients
the impact of effects of flooding HCC-0.37 per loo (excl GWRC)
. . event for all HCC,
flooding on Number of habitable floors affected per 1000 PCC-0.28
re I . PCC, UHCC. wWCC
people’s lives stormwater connections UHCC-0.0 . .
. target is decreasing
and . . Service WCC-0.30
. Stormwater Service Quality . trend
proactively quality
HCC less than $85
plan for the .
. per connection
impacts of
) . HCC $85 PCC less than $35
climate To provide a cost : .
. i PCC S41 per connection All clients
change effective storm Operating cost per property (SLA measure)
) UHCC $55 UHCC less than $60 (excl GWRC)
water service .
WCC $104 per connection

WCC less than $100
per connection
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. Service Service . L .
Strategic goal | Asset group Service objectives Performance measure Actual result (2014/15) Target (2016-2019) Client
category aspect
We provide
three water
networks that " » . Implementation of annual programme for
. Bulk Water Resilience Resilience Resilience . . 67% 100% GWRC
are resilient improvements to resilience of bulk water network
to shocks and
stresses
Water supply and
wastewater services
We plan for are planned to
sustainable accommodate
Forward Forward . Probability of annual water supply shortfall
water sources | Bulk Water . . changes in demand <0.5% Less than 2% GWRC
planning planning (modelled)
and future and future growth,
demand with a focus on

reducing water
wastage
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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 note: The forecast financial information is prospective. Actual results are likely 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 future events 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, Porirua City Council and
Greater Wellington Regional Council.

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 prepared on 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 (5000) unless otherwise stated. Any difference to these statements is
due to rounding.

Changes to accounting standards

In May 2013, the External Reporting Board issued a new suite of PBE accounting standards for
application by public sector entities for reporting periods beginning on or after 1 July 2014.
Wellington Water has applied these standards in preparing the financial statements.
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In October 2014, the PBE suite of accounting standards was updated to incorporate requirements
and guidance for the not-for-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.

These financial statements comply with the PBE standards.. Previous references to “Income” have
been relabelled “Revenue”. Similarly, references to “Comprehensive Income” have been
relabelled “Comprehensive Revenue and Expenses”. Previous references to “Retained Earnings”
have been re-labelled “Accumulated Comprehensive Revenue and Expenses”.

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 provided in the relevant 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 period or 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 next year are discussed in the relevant notes.

a) Revenue

Wellington Water derives revenue from its client councils. In 2014/15 the client councils were
shareholder councils Wellington City Council, Hutt City Council, Upper Hutt City Council, and
Porirua City Council with Greater Wellington Regional Council joining from 19 September 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 recognised 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 recognised when 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.

c) Taxation

Income tax expense comprises both current tax and deferred tax, and is calculated 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 prior years.

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
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carrying amount of assets and liabilities in the financial statements 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 amount of its 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 deductible temporary 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 tax is 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
recognised 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 been presented 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.

e) Financial instruments

Wellington Water classifies 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 re-evaluates this designation at every reporting date.

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 months maturity 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. Financial liabilities 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.
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Measurement

Items of property, plant 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
intended purpose. Subsequent expenditure that extends or expands the asset’s service 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 if there is any indication of impairment. Where an asset’s recoverable amount is less
than its carrying amount, it is reported at its recoverable amount and an impairment loss will be
recognised. The recoverable amount is the higher of an item’s fair value less costs to 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 proceeds with the carrying amount and are recognised in the Statement of
Comprehensive Revenue and Expense in the period in which the transaction occurs.

Depreciation

Depreciation is provided on all property, plant and equipment, except for assets under
construction (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 equipment are as follows:

Furniture and Office Equipment 2-14 years (7.00-50.00%)

- Motor vehicles 5-10 years (10.00-20.00%)
- Fit out costs 4-6 years (16.67-25.00%)
- Plant Equipment 3-10 years (10.00-33.33%)

The residual values and useful lives of assets are 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
Expenses on a straight-line basis over the useful life of the asset. The estimated useful lives and
depreciation rates of these assets are as follows:

- Computer software 2.5-5 years (18.60-40.00%)

Realised gains and losses arising from disposal of intangible assets are recognised 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 of
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impairment. Where an intangible asset’s recoverable amount is less than its carrying 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) Employee benefits

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 in accordance 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 to be settled beyond 12 months are recorded at
their present value.

j) Equity

Equity is the shareholders’ interest in the entity and is measured as the difference between total
assets and total liabilities. Equity is disaggregated and classified into a number of 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 the risks and rewards
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 fair value 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 liability. The 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 recognised 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.

1) Superannuation scheme
Defined contribution schemes.

Obligations for contributions 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:

e it controls, is controlled by, or is under common control with Wellington Water or has an
interest that gives it significant influence over control of the company

e the party is an associate of Wellington Water
e the party is a member of key management personnel of Wellington Water

e the party is a close member of the family of any individual referred to above
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e 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

Directors’ remuneration is any money, consideration or benefit received, receivable or otherwise
made available, directly or indirectly, to a director during the reporting period. Directors’
remuneration does not include reimbursement of legitimate work expenses or the provision of
work-related 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

REVENUE
Operations
Consultancy Charge**
Interest

TOTAL REVENUE

EXPENSES
General Expenditure
Project Consultancy**
Personnel Expenditure
Depreciation
Interest on Finance Leases

TOTAL EXPENSES

NET SURPLUS/(DEFICIT) BEFORE TAXATION
Tax expense/(benefit)

TOTAL COMPREHENSIVE REVENUE AND EXPENSES
FOR THE PERIOD

COMPREHENSIVE REVENUE AND EXPENSES ATTRIBUTTABLE TO:

Wellington City Council 111 44 47 47
Hutt City Council 56 22 24 24
Upper Hutt City Council 22 9 9 9
Porirua City Council 33 13 14 14
Greater Wellington Regional Council 42 17 18 18
Non-controlling interest 0 0 0 0
Total 264 105 112 112

**Note: Council Consultancy Charges are still to be finalised for future years
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Forecast Statement of Financial Position

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

CURRENT ASSETS
Cash
Prepayments
Trade and other receivables

Current Assets

NON CURRENT ASSETS
Property, plant and equipment
Deferred Tax Asset

Non current assets

TOTAL ASSETS

CURRENT LIABILITES
Trade and other payables
Finance / Leases*
GST payable
Provision for Taxation
Payroll Liabilities and Annual Leave

Current Liabilities

NON CURRENT LIABILITES
Loan Payable

Non current liabilities

TOTAL LIABILITIES

NET WORKING CAPITAL

EQUITY
Share Capital
Retained Earnings

TOTAL EQUITY

“0

* Includes current portion of Loan Payable

Wellington
Water
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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
201516

NET SURPLUS/(DEFICIT) 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 COMPREHENSIVE INCOME & EXPENSES
EQUITY AT BEGINNING OF YEAR (1%
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

BEEzg3

Ratio of Shareholder Funds to Assets

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

Forecast
201516
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Forecast Statement of Cash Flows
FOR THE FINANCIAL YEARS ENDING 30 JUNE 2017, 30 JUNE 2018, 30 JUNE 2019

CASH FLOW FROM OPERATING ACTVITEES:
Cash was provided from:

Operating receipts

Consultancy charge

Bank Interest

GST received (net)
Cash was disbursed to:

Payment to suppliers

Tax Payments

Interest Payment

NET CASH INFLOW/ (OUTFLOW) FROM OPERATING
ACTVITES

CASH FLOW FROM INVESTING ACTIVITIES:
Cash was provided from:

Capital Grant
Cash was disbursed to:

Purchase of fixed assets

NET CASH INFLOW/ (OUTFLOW) FROM INVESTING
ACTVITES

CASH FLOW FROM FINANCING ACTIVITEES:
Cash was provided from:

Shares issued

Bank Loans
Cash was applied to:

Loan Repayments

NET CASH INFLOW/ (OUTFLOW) FROM FINANCING
ACTIVITES

NET INCREASE (DECREASE) IN CASH
OPENING CASH BALANCE
CLOSING CASH BALANCE
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Cost allocation to Councils

Schedule One
Wellington Water Budget | wellington Water | Regional Opex | Regional Capex
Summary 2016-17 Management Fee Programme Programme b
$000’s $000's $000's $000's
Water WCC 2,609 5,171 13,265 21,046
GWRC 8771 10,457 5,935 25,163
HCC 1,246 2,470 4,089 7,805
PCC 209 1,716 1,260 3,185
UHCC 574 1,186 1,341 3,101
Total 13,409 21,002 25,889 60,300
Wastewater WCC 3,345 15,832 10,789 29,965
HCC 1,207 5,563 5,053 11,822
PCC 1,435 3,961 7,267 12,663
UHCC 435 3,218 2,089 5743
Total 6,421 28,574 25,198 60,193
Stormwater wcC 2231 2,306 6,010 10,547
HCC 770 1,340 2,804 4913
PCC 171 552 519 1,243
UHCC 312 585 1,031 1,928
Total 3,484 4,783 10,365 18,632
Total WCC 8,185 23,309 30,064 61,558
GWRC 8771 10,457 5,935 25163
HCC 3,222 9,373 11,945 24,540
PCC 1815 6,230 9,046 17,091
UHCC 1,321 4,990 4,461 10,772
Total 23,314 54,359 61,452 139,124
Notes: All numbers in this table are provisional (draft) only as council budgets are still being agreed and calculated

The Regional Opex Programme includes only Wellington Water managed budgets

Does not include carryovers that are yet to be confirmed with councils
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