Elected Members’ Workshop

Water Service Delivery Plan implementation, Waters Working
Group development of technigal inputs for investigation/study
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Today’s agenda

Purpose

Background

WWG timeline progress
Technical subjects to date

Strategic assessment and High-Level
Options

Financial Model: Overview and Approach,
Key Assumptions document, Draft—
Financial Assessment

7. Stormwater options
8. Closing

ok wb-~-

o

ROTORUA

LAKES COUNCIL




Purpose

Share the technical information presented to the Waters Working Group
March/April.

Provide elected members the opportunity to have a shared baseline
understanding of the:

|. Technical evidence emerging
ll. What decisions this evidence is leading to

ROTORUA
LAKES COUNCIL



Taonga o te Whenua

A

=1

Opoatiki District Council

V7 A
\ 7= WHAKATANE

SINIINE ROTORUA Sounen

DISTRICT COUNCIL . -
I Te Kaunihera © nga Roto o Rotorua

TREASUREOQOF THELAND

9 District Council

Kia Whakatane au i ahau

LWDW - Implementation (Joint WSO )

2026

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

I

I I

I Finance Draft Final I EM decision to I I
ra Ina proceed with

report )

(30pear) paper ezl | Tesmes | consutation or ndy) I I
Y Report Report I I Consultation I I
SW Implement I I feeibaCk | |

Options plan (inc 21/7 18/8 I I I

risks) WWG WWG I | I
feedback feedback
Draft on Draft on Final I I I
Ownership / Report I I |
| I
I [l
I
I

governance
paper

|
lo

5/5 Heladstart

proposalinnounced

|
|
|
I R t
b
|
|
|
|

Ongoing regional comms

9o/d Outline
propos'ls submitted

Iwi Engagement

' I
. I

¢

ISept : Cabinet agreel
I)roposals in principlt

EM Decision Water
Organisationr

¢ |
I
I
I
I
I
I
I
I
I
I

Key:

Work in progress

Note : Key aspects TBC (SW standards /
National Engineering design solutions

/Other commerce
commission requirements)

Version : 6.0

Dated : 14 May 2026



Scope and approach

FEB MAR APR MAY JUN JUL AUG SEP

1. PROJECTSETUPAND Regular WWG 5
MANAGEMENT meetings * * ”® " * * *
2. OPTIONS INDENTIFICATION Conti p——
ANDHIGH LEVEL STRATEGIC oniirm strategic -
ASSESSMENT objectives and criteria Df aftstr FLIoiblEes &

high-level options

assessment
3. FINANCIAL MODELLING AND e
ECONOMIC ANALYSIS Confirm modelling

approach, sC enaf_

assumptions Draftfinancial

analysis -
Final modelling report
4.OWNERSHIP, Initial representation ownership
gg;iiﬁi:ﬁg;lo N, discussions
|
& IMPLEMENTATION Directionon governance,
representation & pricing
.|
Draftimplementation plan
5. REPORTINGAND ENGAGEMENT I
assessment Final
|
report assessment Engagement
report materials

(as required)



Key deliverables

Stage

Key
Deliverables

I

PROJECT SETUP AND
MANAGEMENT

High-level project plan
(confirmed scope,
approach, workshops,
timeline and risks)
Weekly project

management meetings

OPTIONS
INDENTIFICATION AND
HIGH LEVEL STRATEGIC
ASSESSMENT

Strategic objectives

Assessment framework

& criteria

High-level strategic

opti ons assessment

Draft strategic case

FINANCIAL MODELLING
AND ECONOMIC
ANALYSIS

Agreed modelling
scenarios and

assumptions
Validated datainputs

Standalone financial
analysis report,
including council

addendums

4

/N

OWNERSHIP,

REPRESENTATION,
GOVERNANCE
& IMPLEMENTATION

Governance options

Representation/
shareholding / voting

arrangements

Pricing principles/

cost-to-serve

Draft implementation

plan

5.
REPORTING AND
ENGAGEMENT

* Draft assessment

report

* Finalassessment

report



Council Water Working Group proposed

focus areas

February March April May June July August September
Working Group Meeting 1 Meeting 2 Meeting 3 Meeting 4 Meeting 5 Meeting 6 Meeting 7

workshops (23 February) (24 March) (21 April) (19 May) (23 June) (21 July) (18 August)
(indicative
dates)

Focus of the * Approach to « Strategic case * Financial and * Ownership, * Draft * Final
meeting strategic and high-level economic governance and Assessment assessment
assessment options analysis report, representation report report

i . assessment including 30 year paper .

. Flnan(:l.al report scenario * Community
modelling * Draft engagement
approach » Stormwater * Initial discussion Implementation approach and

optionsreport on ownership plan,including requirements
. . and risk assessment
¢ Draft Financial representation
and Economic
Analysis report * Cost-to-serve
principles and
pricing approach
Direction/ » Agree strategic * Agree modelling * Agree short- * Direction on * Agree on * Feedbackon * Accept final
decisions objectives and scenarios, listed option(s) options for institutional draft assessment assessment
required assessment permutations for further shareholding, arrangements for report report and
framework and assumptions analysis. voting council and commission
(Criteria) representation, community material to
* Agree preferred and high-level consideration support
stormwater institutional community
option arrangements : Z‘::fc:ba‘:k on engagement
. and cost-to-
and economic approach. P
analysis
Council Council Workshop (with each Council) Council workshop (with each Council)
Engagement High-level option assessment. Gather Consider assessment
(indicative input on local priorities, representation Report ahead of decision making

timeframes)

arrangements




Strategic assessment



Snapshot of water services across the four councils

Services

Water supply

46,136

drinking water connections

Wastewater

42,977

wastewater connections

Stormwater

40,436

stormwater connections

Serviced
population*

119,737

89% of total population

110,937

82% of total population

117,937

87% of total population

Schemes/
catchments

24 water supply schemes

23 wastewater schemes

25 stormwater schemes/catchments

Above ground
assets

24 Treatment plants

82 reservoirs

24 pump stations

* 91 % of assets have a condition rating

* 13% of assets are in poor or very poor condition

10 treatment plants
128 pump stations
* 91 % of assets have a condition rating

* 13% of assets are in poor or very poor condition

34 pump stations
* 89 % of assets have a condition rating

* 5% of assets are in poor or very poor condition

Below ground
assets

1,555 km of pipes
* 76% of assets have a condition rating

* 12% of assets are in poor or very poor condition

1,086 km of pipes
* 81% of assets have a condition rating

* 31% of assets are in poor or very poor condition

581km of pipes
* 75% of assets have a condition rating

* 16% of assets are in poor or very poor condition

Total replacement asset value**

$2.4b

* An overall connection number has been applied across the three waters for RLC.
** Based on information supplied by WDC, EDC and ODC, and the WSDP for RLC.



Summary of services by council

Rotorua Lakes

Whakatane

Kawerau

Opétiki

Drinking water 27,185 13,200 2,917 2,834
connections

Wastewater connections 25,964 12,240 2,922 1,851
Stormwater connections 24,989 10,674 2,922* 1,851

Networks/
catchments

RLC has 10 defined water
supply areas, 13 wastewater
areas and 14 stormwater
catchments.

WDC has nine residential water
supplies, seven rural water
schemes, six wastewater
schemes, and eight stormwater
catchments.

KDC has one drinking water and
one wastewater scheme.
Stormwater only comprises road
run-off as all properties dispose of
stormwater to soakage on-

property.

ODC has three drinking water
schemes, two wastewater
schemes and one stormwater
scheme.

Serviced population

73,373 (96% of the population
have at least one water
connection)

Connected properties
* DW-87%

* WW-83%

e SW-80%

DW - 30,145 (76%)
WW - 24,196 (61%)
SW - 30,939 (78%)

8000 (all)

DW - 8,219 (79%)
WW - 5,368 (48%)
SW - 5,368 (48%)

Anticipated growth in
connections (10 years)

9%

7%

4%

10%

* No direct connections. Wastewater connection number used as proxy for serviced properties.
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Summary of assets by council

Rotorua Lakes Whakatane Kawerau Opotiki

= 9 Treatment plants 11 treatment plants 1 treatment plant 3 treatment plants
§ Above ground 50 reservoirs 23 reservoirs 2 pump stations 9 reservoirs
_?_:” 17 pump stations 5 pump stations 4 pump stations
£
a

Below ground 761 kms of reticulation 609 kms of reticulation 73 kms of reticulation 112km of reticulation
o 2 treatment plants 6 treatment plants 1 treatment plant 1 treatment plant
= Above ground ) ) ) )
3 79 pump stations 49 pump stations 6 pumping stations
(]
F
= Below ground 738 kms of reticulation 246 kms of reticulation 56 kms of reticulation 46 kms of reticulation
] . : .
§ Above ground 2 pump stations 20 pump stations 12 pump stations
£
g Below ground 416 kms of reticulation 94kms of reticulation 42 kms of reticulation 20 kms of reticulation

Total replacement asset
value*

$1,350.0m

$765.9m

$120.5m

$136.6m

* Based on information supplied by WDC, EDC and ODC, and the WSDP for RLC.

1



Asset values and capital investment programme

Asset values

$1,600

$1,400

Millions

$1,200

$1,000
$800

A

$600

$400

$200
A A

Rotorua Whakatane Kawerau Opotiki

$0

H Bookvalue A Assetreplacementvalue

Asset values based on information supplied by WDC, EDC and ODC, and the WSDP for RLC.

Millions

Forecast Capital Investment Programme

$140

$120

$100
$80
$6
$4
$2

$0
FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34

o

o

o

mRotorua M Whakatane mKawerau mOpotiki

Forecast capital investment based on information supplied by the four councils.
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Environmental compliance

Overview of upcoming consent renewals

Rotorua Lakes

Water Supply

3 expired consents operating under s124
4 expiring in 2026 — application preparation
and engagement underway

Wastewater

Rotorua WWTP consent under renegotiation
with iwi and stakeholders

Stormwater

Comprehensive consent lodged but under
appeal

The new consent will require increased
compliance and reporting requirements.

Multiple consents expiring Oct 2026 —

Major WWTP consents expire 2026 —

43 consents (10 under s124)
Comprehensive consent lodged for
Whakatane, suspended pending hearing

Whakatane . reconsenting programme underway and )
reconsenting programme underway preparation
upgrades planned ) - .
Comprehensive consent for Ohope will be
progressed following completion
S ti ts (2025-2054
Consent 20329 (Tarawera Park Borefield) , , R LTRSS 118112025°2054)
. . Consents valid to 2032 — may require 17 discharges under existing use rights -
Kawerau expires Oct 2026 - new comprehensive . .
. . ) upgrades to meet NWEPS comprehensive consent application
consent application submitted in 2024
underway
Opotiki WWTP consent expired July 2025
. (s124) : .
- Te Kah t d(s124) - lant C h t licat lodged
BOpotiki e Kaha consent expired (s124) — new plan Consent application on hold pending omprehensive consent applications lodge

and consent planned

iwi/hapt consultation and confirmation of
NWEPS.

for expired/expiring consents

13




MARTINJENKINS

5

Key risks and challenges

/—< Common across councils ) N < Council specific >
* Ability to prepare for or respond to
Kawerau
impacts of geography, natural hazards & K Rotorua Lakes J N
climate change Limited asset condition and information for Reliance on industrial customers - financial
« Increasing costs of statutory and stormwater networks sustaln.abllltyvulnerable to business closure or
regulatory compliance Expiring water take consents may not be DL
renewed at current volumes
* Potential for itional regulator
e. a add alregulatory Increased stormwater compliance costs (CSC) _
requirements not accounted for . : . Opotiki ™
(st ; ic) No metering planned for urban residential - \ J
stormwater, economic .
Y159 8 T LI / Consistentdrinking water compliance
* Workforce challenges — employees,
. . - - Consistent environmental compliance
contractors given increased competition \ Whakatane J ™
from neighbouring districts and regions Consent renewals, potential upgrade
Consistent drinking water compliance requirements
* Constrained ability to deliver large
planned capital programmes Consentrenewals, potential upgrade Significant affordability challenges — increasing
requirements (and renewals backlog) after 10 years
) Vulr‘lerablllty t‘o rising costs and supply Affordability challenges - increasing after 10 Persistent borrowing shortfall for water up to
chain constraints years 32/33, could impact ability of council to invest
» Capital goods inflation impact on capex Deferred investments for renewals/upgrades 'h” °tdher services if need to use council
project outturns and asset values, and growth eadroom.
flowing into higher depreciation and Minimal debt headroom Deferred investments — growth
renewals costs - J
No ability to address unforeseen costs before
2048 %
JAN

14
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Strategic objectives — the basis of our options

assessment

Efficient and financially
sustainable delivery of
water services for the
communities of the
District, now and into the
future

Protects and promotes
public health and the
environment
- meeting regulatory
requirements

Affordable fit for purpose
service to consumers
and communities that
meets the needs, and

expectations of the
District

Council obligations to
hapu and iwi are valued
and honoured viability

Integrated water services
and infrastructure
planning that promotes
efficient, equitable, and
integrated delivery

Water services are
resilient to natural
hazards, seismic risk and
climate change

Impact on remaining
council operations and

15
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Options considered

Internal business unit

Status quo

Each council continues
to delivery water services
in house with the
creation of a financially
ring-fenced unit within
council.

Rotorua/Eastern Bay of
Plenty water
organisation

Asset owning WSCCO

Councils jointly establish
an asset owning water
services organisation.

Ownership of assets and
responsibility for

delivering water services
transfers to the WSCCO.

Rotorua/Eastern Bay of
Plenty water
organisation

Service delivery WSCCO

Councils jointly establish
a service delivery water
services organisation.

Responsibility for
delivering water services
transfers to the WSCCO
but ownership of assets
remains with individual
councils.

16



MARTINJENKINS

Summary assessment

OPTIONS

Internal business unit
Status quo

CHOOSE OPTION IF

Council wants least change to status
quo and is confident it can meet new
LWDW requirements in the medium- to
long-term. Council doesn’t consider
advantages of a joint model are strong
enough compared to their own in-house
delivery model.

KEY ADVANTAGES

* Ease of implementation, and ongoing flexibility.

* Integrates well with existing council functions and
infrastructure planning.

* Unlikely to create stranded costs or adverse impacts on
rest of council.

KEY DISADVANTAGES

Potential future affordability and capital delivery
challenges.

Additional investment in climate and resilience
initiatives likely to present affordability challenges.
Any unexpected water-related costs could impact
council ability to invest in other services.

Potential workforce attraction and retention risks,
exacerbated if neighbouring councils form a larger
entity.

Does not provide any scale economies.

Rotorua/Eastern Bay of
Plenty water organisation
- asset owning (WSCCO)

Mutual benefits to Councils collectively
from partnering to establish a joint
organisation and Councilis confidentin
design of representation, ownership and
governance arrangements, and ability for
communities to engage and for local
voice to be heard.

» Scale efficiencies likely to be greatest under this
options.

* Potential integration with neighbouring councils to
better manage environmental compliance and spatial
planning.

* Access to debt, and longer-term financing to address
future challenges and affordability.

* Improved ability to attract and retain workforce.

Currently uncertainty about the design of the model,
including mechanisms for agreeing shared priorities and
expectations across councils and engaging with hapi
and iwi.

Stranded costs are likely (but may be mitigated through
careful transition planning).

Potential for diseconomies of scope (e.g., loss of
integration with spatial planning, transport).

Higher costs and timeframe for implementation

Rotorua/Eastern Bay of
Plenty water organisation
- service delivery only
(WSCCO)

Council wishes to retain control over
investment and pricing, while seeking
benefits from strategic focus and
potential operational scale efficiencies,
and council is confident that potential
disadvantages of distributed
accountabilities and potential
diseconomies of scope can be managed.

* Potential integration with neighbouring councils to
better manage environmental compliance and spatial
planning.

* Potential scope for operating and capital efficiencies,
dependent on scale.

* Improved ability to attract and retain key staff but raises
questions about local service levels.

Distributed accountabilities between shareholding
councils and service delivery only WSCCO likely to lead
to sub-optimal outcomes.

Does not provide any additional access to debt over
status quo, and may limit council ability to investin
other services.

Potential for diseconomies of scope (e.g., loss of
integration with spatial planning, transport).

Stranded costs are likely (but may be mitigated through
careful transition planning). 17
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5

Conclusions and recommendations

OPTIONS SHORTLIST?

G Internal business  Yes - the current delivery models meet statutory

unit requirements over the next 10 years, with approved WSDPs in

Status quo place for each council. Longer term sustainability is
uncertain.

0 Rotorua/Eastern Yes - potential for strong future benefits. Detailed financial
Bay of Plenty water comparisons and development of possible governance and
organisation - representation mechanisms will allow fuller consideration of

asset owning the relative advantages and disadvantages of this option.
(WSCCOQO)

e Rotorua/Eastern No - limited economics of scale, complex accountability

Bay of Plenty water srrangements and no investment or financing advantages.
organisation -

service delivery

only (WSCCOQO)

18



Stormwater options
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Understanding
stormwater

Stormwater is a system with strong public good characteristics

Effective stormwater management spans asset types, involving
a mix of specific and shared infrastructure

Stormwater management has interdependencies with core
council land-use planning and management functions.

20



Effective management of the
stormwater system requires
coordination across a number
of organisations and land
owners

* National highways — drainage
systems, discharges

* Integrated catchment

* Overland flow paths pla”“'“?
+ Land drainage Private ) " Flood (river) management
. Regional * Natural Resources —
* Regulatory requirements land ) . .
(farm management plans councils planning and regulation
ptans, owners

* Spatial planning
* Emergency management

drainage, agriculture, stock)

Relative roles and

on model chosen

Local councils for Rotorua Lakes Under any model, councils would continue to be
and Eastern Bay of Plenty currently Local responsible for:

deliver all stormwater services that councils
could potentially move to a joint
WSCCO.

* Strategic planning, including spatial and land use
planning

* Local roads — drainage systems, discharges

___________ * Parks and reserves

(%]
z
>
2
w
=
z
|
©
<
=

* Urban water courses
21
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5

Strategic context

Councils retain overall accountability for ensuring stormwater
services are provided in their district

There is flexibility to choose delivery arrangements as well as
asset ownership arrangements

There are differences in the ways that territorial authorities
and water organisations can charge for stormwater services

Any arrangement is going to require coordination to ensure
integrated stormwater management

22
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What have other
councils decided?

Councils

40

35

30

25

20

15

(63

3 WSCCOs

9 WSCCOs

Internal business unit Multi-council WSCCO Single council WSCCO

W 3 waters M2 waters

* Includes Rotorua Lakes, Whakatane, Kawerau and Opatiki

23
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Key stormwater risks and challenges

/—< Common across councils %

* Ability to prepare for or respond to impacts
of geography, natural hazards & climate
change - seismic, geothermal, river
flooding, coastal flooding, lake levels and
water quality, increasing number of
significant rainfall events

* Potential for additional regulatory
requirements for stormwater not accounted
for

* Workforce challenges — employees,
contractors given competition from 2W
WSCCO and from neighbouring districts
and regions

* Constrained ability to deliver large planned
capital programmes

* Vulnerability to rising costs and supply
chain constraints

* Capital goods inflation impact on capex
project outturns and asset values, flowing

-

-

into higher depreciation and renewals costs

L Council specific

N

/—< Rotorua Lakes >ﬁ

* Limited asset condition and
information for stormwater

networks

* Increased stormwater compliance
costs (CSC)

\ Whakatane J

* Uncertain future compliance costs
(CSCs)

* Deferred investments for
renewals/upgrades and growth

Kawerau

Reliance on industrial customers —
financial sustainability vulnerable to
business closure or relocation

L Opotiki )
Uncertain future compliance costs
(CSCs)

Significant affordability challenges

Deferred investments — growth

24
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Options considered

Stormwater stays with council

Two water services providers in the

Council retains responsibility
and contracts delivery of
stormwater

Hybrid decision making models
for stormwater v other waters

Council transfers responsibility
for and delivery of stormwater

Integrated water services delivery
and decision making

o district

Council transfers responsibility and asset ownership for water supply and wastewater to the WSCCO
Ownership of land (mixed-used assets) largely remains with council

All
options

Council continues responsibilities with shared infrastructure, including parks.

Councils retain ownership of all

stormwater assets

Councils retains planning,

investment, funding decisions.

Stormwater delivered through
single internal integrated
function, working closely with
other Council functions.

New WSCCO responsible for
water supply and wastewater
only.

* Council retains ownership of
all stormwater assets.

* Council retains planning and

investment, funding decisions.

* Council contracts delivery of
stormwater services to the
WSCCO

* Responsibility for delivering
stormwater services transfers

to the WSCCO

Ownership of engineered
assets transfers to the
WSCCO.

Each organisation has
responsibility for investment,
planning, maintenance and
operations of the assets they
own.

25
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Conclusions and recommendation

OPTION

Stormwater stays with
council

KEY BENEFITS

Retains strong local control and integration with
land-use, transport, and emergency planning
Maintains flexibility if councils want to reconsider
stormwater delivery models in the future

KEY CHALLENGES

Duplicates regulatory and reporting requirements and may create
funding, workforce, and delivery risks for council.

Over time, constrained debt capacity and capability challenges are
likely to limit affordability, resilience, and regulatory performance.

Council retains
responsibility and
contracts delivery of
stormwater

Offers some operational and workforce benefits
from WSCCO scale while preserving Council
control over planning and investment.

Split accountability increases governance complexity and risks
blurred responsibility for outcomes.

Stormwater funding and debt remain with Council, meaning long-
term affordability and investment constraints largely persist.

Council transfers
responsibility for and
delivery of stormwater

Recommended option
based on assessment

Scale, specialist capability, and enhanced
borrowing capacity create strongest ability to ensure
long-term financial sustainability, regulatory
compliance, and climate resilience

Integration across three waters simplifies

accountability for customers and supports efficient
asset management and service delivery.

Potential for diseconomies of scope (e.g., loss of integration with
spatial planning, transport). Will require agreed ways of working
together.

Requires careful governance design to protect local priorities and
iwi/hapu relationships

These risks should be manageable through transition and
shareholder arrangements.
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Joint WSCCO financial modelling

Modelling approach and overview

MARTw 24 March 2026
J E KI N S Commercial in Confidence



Financial sustainability - overview

Revenue sufficiency

* The Local Government (Water Is the projected revenue sufficient to cover the costs Cash operating surplus (deficit)
Services) Act 2025 contains key of water services delivery?
financial principles. e ~
: Investment sufficienc ., R
* The Act sets the expectation that ' . y' . Asset sustainability
d fundi . ficient Is the projected level of investment sufficient to
revenye a.n unding IS_ surficien maintain assets, meet regulatory requirements and _>
requirements, and meet \ <
regulatory standards. . . . .
e |tis important that this Can the council raise the borrowing required to
requirement is met sustainably. finance investment Wh:il;:tzTaining within financial BNy Free funds ffomdc;iirations (FFO) to
When assessing each of the N J
options, and modelling outputs, it s
is important that we consider Resource sufficiency
financial sustainability principles Does the council have the resources to operate water
. . i i ili Capital deli
(right hand side), and what they N services sustainability?
mean for a WSCCO and water
consumers. % change in real water charges per
Affordability connection

Is the projected increase in water charges affordable
for the community?

Water charges as % median

household income

N
0



The model - Overview

Inputs Calculations

=

Outputs

General

Macro level inputs, applicable to all

scenarios and councils

FIS adjustments* l

Adjustments applied to the FIS, over Delivery model
the base FIS information supplied Further modelling of three waters and

council areas incorporating the delivery
Delivery model adjustments
Adjustments applied to reflect the

model options.
combined entity impacts

I

Water services
Financial statements for all variations,
and for each water service, and council
areas:
- FIS - Profit and loss — Cashflow -
Balance sheet

Councilinputs*
Assumptions for each individual
council (FIS statements,
expenditures, debt etc.)

/\

KJ\

Enables comparison to information
supplied with delivery model
adjustments (e.g. efficiencies)

Scenarios
Scenarios agreed by councils

*Denotes council supplied information>

Credit metrics
Calculate financial metrics used by
credit rating agencies, the LGFA and

water utilities.

P

)7

Graphs
Summary graphs and charts
outlining key metrics

Delivery model graphs
Comparisons of key outputs
between key scenarios agreed

DIA model
The DIA mode is populated
based on the assumptions
agreed and chosen scenario
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Scenarios assessed

Status quo

(simple aggregation)

A status quo comparator is used as the benchmark
for comparison.

Combines the financial projections provided by
each Council.

* No adjustments or efficiency assumptions
applied.

This is similar to the DIA modelling approach.

Increased investment

(targeting increased investment, while
maintaining current price paths)

Demonstrates how a WSCCO could increase
investment without increasing costs to consumers.

* Utilises LGFA WSCCO financial covenants to fund
higher levels of investment, consistent with
principles of intergenerational equity.

* Maintains current price levels and revenues but
accelerates investment in infrastructure, utilising
greater borrowing capacity and efficiencies.

* Extent of acceleration of investment possible
depends on available borrowing headroom
within LGFA WSCCO covenants.

Optimised prices

(targeting current investment paths, while
flattening prices)

Demonstrates affordability and pricing benefits of
the WSCCO model.

» Utilises LGFA WSCCO financial covenants and
fund investment, consistent with principles of
intergenerational equity.

* Uses borrowing capacity and efficiencies to
lower prices while maintaining planned levels of
investment.

Note: Harmonised pricing and cost-to-serve
pricing models are presented for scenario 2.
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Assumptions

Several key
assumptions
underpin the
analysis, which
are consistent
across the
scenarios
modelled.

1 July 2028

0.75% p.a.

1.2% p.a.

S9 million

$0.9 million

5.25% p.a.

Establishment date (FY29)

Operating efficiencies start in FY31, compounding until FY47

Capital efficiencies start in FY31, compounding until FY47

Establishment costs for the four council entity
The model results (including revenue per connection) are not
sensitive to this assumption.

Incremental opex to operate the entity

Financing rate used

31



Proposed efficiency assumptions

We have examined
international experience
where water utilities have
been merged into larger
public entities.

Evidence suggests that
efficiencies are largely
driven by scale and the
agglomeration benefits of
a metro. For the scale of
the proposed WSCCO,
we propose the
following:

WSCCO A WSCCOB WSCCOC
(all four councils) (WDC, KDC, ODC) (RLDC, WDC, KDC)

Characteristics

No. of councils 4 3 3
Population (2023 census) ~129,000 ~55,000 ~121,000
Proposed assumptions

Opex efficiencies p.a. 0.75% p.a. 0.3% p.a. 0.65% p.a.
Capex efficiencies p.a. 1.2% p.a. 0.5% p.a. 1.1% p.a.

Efficiencies accumulate over time (example: WSCCO A)

AL 17.0%

Capex

FY46 11.0%

Opex

FY34 RpXFA
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Projected capital expenditure (including efficiencies)
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Projected capital expenditure
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Current Investment Levels

The four councils plan to invest $1.7 billion in water
infrastructure over the FY29-FY54 period. The majority of
the forecast investment is directed towards renewals
55%), with a smaller proportion allocated to
levels-of-service improvements (26%) and growth
infrastructure (19%).

—_

Investment levels are projected to decline during FY29-
FY34 (particularly for Rotorua Lakes Council). However,
Councils’investment is then expected to increase again in
FY36-FY37 (Rotorua) and further in FY42-FY45 (Opaotiki)
as major programmes progress.

Investment Scenarios under a WSCCO

By optimising the capital structure and achieving modest
efficiencies, the WSCCO could generate cumulative
capital efficiencies of ~$185 million by FY54.
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Projected capital expenditure - WSCCO v status quo

Capital Expenditure WSCCO vs Status Quo (FY29-54) Current Investment Levels
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Projected operating expenditure (including efficiencies
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Projected operating expenditure

Operating Expenditure WSCCO vs Status Quo (FY29-54)
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Operating expenditure

Efficiency gains are modelled to increase over time, with a two-year
ramp-up period following establishment and full efficiency benefits
realised 15 years thereafter, in FY47. The WSCCO is estimated to
generate cumulative operating efficiencies of approximately $180
million by FY54.

Overall, the WSCCO is expected to deliver operating expenditure that
is approximately 6% lower over the FY29-FY54 period compared
with the status quo.

Total Opex including
efficiencies
(FY29-FY54)

Opex efficiencies

(FY29-FY54)

~$2.120 million ~$180 million
~$2.265 million N.A.

WSCCO scenario
Status Quo
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Comparative price paths

4,000
5,000
4,000

3,000

$ Real

2,000
1,000

0

4,000
5,000
4,000

3,000

$ Real

2,000
1,000

0

Rotorua- Average water charges per connection ($ perannum)

LTF period

[ S o B o B s S (Vs B S Y
SeboBpgod
(¥R YO R (A (R VN (R R

Opotiki - Average water

LTF period

4]
I 1
FY33 I, W

FY34

FY2¢ I

I~
M
>
[N

FY30
FY31
FY32

Fy3&e
Fy39 I

FY40

charges

o0
M
>
[N

FY3¢ I S
L} |

FY40

st to Serve

FY41
4Ly

FY42 —
FY4L3 | —
FY

FYLS —
FY4s
FY47

s | -house

[’

per connection ($ per

e B o T T T o T ]
R T A B
T o > = > >

| T W T N T T

In-house

FYLS —
FY4LS —

LI:,.;
-
('
annum)
o o O
S
oL

FY51
FY52

FY51
FY52

FY53 I

FY54

FY53 I

FY54

4,000

5,000

1,000

0

4,000
5,000
4,000

3,000

$ Real

2,000
1,000

0

LTF period
o D T
g0
L oL W

Kawerau - Average water charges

LTF period
= =
885
LT

Whakatane - Average water charges per connection ($ per annum)

Fy34 I
Fy37 I
Fy3e I

FY32
FY33
FY34
FY40

FY35 I
Fy34 I
FYy37 I

o
M
>
[N

I
-
[N

FY32
FY33
FY34

FY41
FY42

s | -house

FY41

| -house

FY43

FY

Fy42
FY435

L4

per connection ($ per annum)

Fyss
FYLT7 I ——
FY5Z

FYL8
FY49
FY50
FY51
FY52
FY54

FY45
FY4é
FY47
FYL8
FY49
FY50
FY51
FY52
FY53
FY54

38



MARTINJENKINS

5

Sensitivity of price path to efficiency assumptions

Cumulative savings per connection comparing base case with lower, medium and higher efficiencies FY29-54 ($ real)

e Jenomarme | roowe | o | oww | v

Lower
efficiencies
scenario

Medium
efficiencies
scenario

Base Case*

Higher
efficiencies
scenario

Opex lowered to 0.5%
Capex lowered to 0.6%

Opex held at 0.75%
Capex lowered to 0.9%

Opex at 0.75%
Capexat 1.2%

Opexincreased to 1.0%
Capexheld at 1.2%

~$4,160

~$5,270

~$5,600
(~$215 per annum)

~$6,345

~$5,420

~$7,160

~$8,030

~$8,940

~$1,530

~$3,520

~$3,520

~$4,460

~$1,730

~$3,170

~$3,660

~$4,590
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WWG Comms & Engagement - Stage 1

Underlying principals. protocols (media, sign-off etc), spokespeople (chairs of RWWG),
Shared key messages, risks and issues

Individual comms each council with iwi and targeted stakeholders
own websites etc with FAQs and background - INFORM

INFORM - Comms for Stage 1 (shared media releases about RWWG, responding to mis / dis information,
process and next steps, explain development of report / how you can be involved etc

ISP IS TIIIILSI IS FIIIY] | ILSTLSLIILIISIIIIIIIILIF

Individual engagement through the development of the Report.
ENGAGEMENT to help develop the Report (topics include finance, governance, etc).

VLLLLLLLLLLLLLLLLLLLLLLD WL L L L L L L LLLL L LL L
Leaving open possibility of joint hui-a-iwi later in the process
LLLLLLELL L LS L L L L L L LS LIS LS LSS

NN

NN

NN

N

Report
finalised

Share outcomes of report and explain next steps (which will be individual councils doing own engagement on own paths but

maybe with some shared comms and maybe even some shared engagement activities

INFORM (mostly) local V ENGAGE (mostly) local

messaging and channels 7] engagement and channels

INFORM (mastly) regional W ENGAGE mostly) regional

messaging and channels 7 engagement and channels 1



Regional vs Council-specific comms and engagement

There are times we cross over and times we can’t/ don’t

WWG guidance re timing of regional vs local communication will be sought

1. Regional Strategy and Protocols

How and when we work
together (underlying principles)

No surprises (media protocols)
Risks /issues

Key Messages

Timeframes / crossover

2. Council-specific plans

Each council has its own policies,
protocols and practices

Need to consider internal
audiences too

Each council can use its own tools
and channels

Final formal engagement
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Communications & engagement underway

* Local implementation
* Post WG communications being share

ROTORUA st DO IT ONLINE

Te Kaunihera 0 nga Roto o Rotorua

Home > Water Services

W et Distret Councll

ity

. Local Water Done Well
)ther Animals
1, Permits & Regulations On this page

Shared Water Services Delivery 4 ~ = = " Place - Summerin What is Local Water Done Well?

ouncil has adopted its Water Services Delivery Plan which outlines how water, wastewater, and

ormwater services will be delivered over the next 10 years. Rotorua Lakes Council’s position

kes & Recreation
Building & Bins

+ Follow Water Services Delivery Plans

Water Services delivery model

Transport
rvices Planned investment
sited Water Testing Decision-making timeline
Home
ved Contractors List

Connections

& The journey sofar | Your views Timeline Disconnections
1g Water

i © estigste muti<ouncl options

OparikiDistrict Coundil s committed o delivering : ¢ and stormwa that ks Latest updates:
and into the future. We all delivering the ulr ater Done Well P

sustainable water services, shaped by the needs and values of our indvidual communities while meeting

Multi-coundil working group established, continued water
Work is underway to assess a potential multi-council grouping with Kawerau, Opatiki, and

government requirements. water
legist. council o transform the way our three waters services Waste Whakatane district councils via a working group that includes all four mayors. Decisions
are delivered. Thisis called Local Water Done Well, ©) 5o iternt bsines unt o thre water o will be made in 2027 to determine whether Rotorua Lakes Council would be part of a
rawings
services M multi-council model
on Control
Renewals 15 April 2026: Elected members at today’s Infrastructure Committee meeting received an
ANl _ 4 °_ 4 update on the progress of work underway to deliver on Rotorua Lakes Council's water

services delivery plan

The update provided background, outlined key developments in the transition to a
compliant internal business unit, progress of the collective investigation into the potential
for a multi-council Water Services Council Controlled Organisation, and key requirements
to develop a water services strategy.

The Infrastructure Committee meeting was livestreamed and you can go directly to the
Local Water Done Well update via the following link: https:/youtu.be/7Ue4gilr1To?t=1705

View the presentation slides relating to the update at this link: Go to p17 of the meeting
agenda to view the presentation slides: Agenda of Committee Meeting -
Wednesday, 15 April 2026

CONT2

Thursday, March 26, 2026 OPOTIKINEWS

Councils
examine
water
options

MAYOR David Moore, pictured,
and Opétiki District Couneil
chief executive Stace Lewer met
with mayors and chief executives
from Kawerau, Rotorua Lakes
and Whakatane distriet eouncila
this week . :

vices under the Government's
Local Water Done Well legisla-

tiomn.

The four councils signed a heads
of agreement in December to work
together to investigate the next
beat steps forward for community
water services in the Eastern Bay
and Rotorua.

Kawerau hosted the most recent
meeting of the Joint Waters
Working Group, which incleded
mayora, chief executives, council-
lors and technical experta from
the four councils on Tuesday.

At the meeting they set the
framework for a formal report
being prepared for later in 2026

The report will outline the long
term financial and non-financial
avings and costs, levels of ser-

10Ws
vice, resilience and sustainability
and capability that would be asso-
ciated with any potential move to
a shared water entity.

ats Kaweran Mayor Faylene Tunui

501 eaid it wag a valuahle opportuni-

ty to continue the discussions on

water gervices between the neigh-

wuri-  bouring councila.

o0rn “What was reiterated by the
four councils is this is an inveati-

dn't  #ation, not a decizion.

“We are committed to keeping

fund-

ttery everyone up-to-date and will con-
ming tinue to have more in-depth con-
loeal i with our iti

i and iwi partners over the coming
pac months," Mrs Tunui said.



Technical pre-reading

* Approach to options assessment

* Strategic assessments — modelling assumptions
* Financial modelling approach

* Draft financial and economic analysis

* Stormwater options

* Heads of Agreement
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