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Part A: Statement of financial sustainability, delivery
model, implementation plan and assurance

Statement that water services delivery is financially sustainable

Statement that water services delivery is financially sustainable

Financially sustainable water services provision

Opatiki District Council can confirm that it will be financially sustainable as an in-house business
unit ahead of 30 June 2028. Confirmation of financial sustainability includes confirmation that
Council has:

¢ Investment sufficiency through a capital programme produced with the help of independent
consultants Tonkin + Taylor that includes sufficient investment to meet regulatory requirements
and provide for a combination of improving levels of service, accommodating growth, and
providing for renewals.

e Revenue sufficient to deliver the water services required in the capital programme and service
associated debt.

e Financing sufficient to fund the capital programme, within the Council’s approved debt limits.

Details and evidence to support the Council’s judgments about financial sustainability are included
in Part D.

Investment Sufficiency

The WSDP includes $69.96 million in forecast capital investment over the 10-year period. This
programme includes:

e $14.8 million in water supply assets (an addition of $0.1 million to the LTP24-34)
e 539.4 million in wastewater assets (an addition of $3.4 million to the LTP24-34), and
e $15.7 million in stormwater assets (an addition of $2.5 million to the LTP24-34).

Total capital expenditure exceeds what was previously planned in the long-term plan by around $6
million. The investment profile is staged, prioritising critical assets and projects with immediate
regulatory drivers.

Revenue Sufficiency

Council projects to generate sufficient revenue to meet the full cost of water services delivery,
including operating expenditure, asset renewals, and debt servicing. Total operating revenue is
projected to increase year-on-year throughout the ten years of the Plan. This drives the projection
for operating deficits to reduce over the first three years of the Plan, before operating surpluses are
returned from FY28, increasing year-on-year to FY34. Similarly, the operating cash ratio is projected
to increase from 6.7% in FY24 to 66.7% in FY34. In general, the revenue metrics show constant
improvement in financial health over the ten-year period of this Plan, setting Council up to
sustainably deliver water services in the next decade and beyond.
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For ODC, average water charges per connection are forecast to increase from around $2,175 in
FY25 to around $5,485 in FY34 (in nominal terms). This is a significant increase and could present
affordability challenges to some ratepayers in the outer years of the Plan. This is one reason the
Council has committed to explore forming a joint water services organisation with Rotorua Lakes
Council, Whakatane District Council, and Kawerau District Council (see next section).

The revenue projections:

e are based on revenue required to meet the investment profile the Council developed with the
help of advice from Tonkin + Taylor, and further refined by ODC staff.

e meet additional operating costs included for Council to ensure adequate allowance for
overheads, financing costs, and additional costs associated with exploring whether to establish
or join a joint water services organisation. A copy of the underlying assumptions can be found in
the Additional Information section at the end of this Plan.

Financing Sufficiency

As noted, nearly $70 million of capital investment is forecast over the WSDP period. Total net water
borrowings peak at $52.6 million in FY33 (before reducing slightly to $52 million in FY34). The
Council can manage the borrowing required within the applicable borrowing limits as presented in
Parts D and E of the WSDP.

Borrowing will be undertaken through the LGFA. Council can access whole-of-Council debt up to
175% of net revenue. The projection presented in this Plan ensures whole-of-Council debt would
not exceed 150%, leaving adequate debt headroom to deal with unexpected events.

Transitional arrangements

ODC needs to meet the ringfencing requirements to deliver water services through an inhouse
business unit that truly stands alone. The Implementation Plan describes the steps ODC will take to
ensure ring-fencing.
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Proposed delivery model

Proposed model to deliver financially sustainable water services

The proposed model to deliver water services

ODC will deliver water services through an inhouse business unit while continuing to work with
other councils to explore the viability and benefits of establishing a joint water services
organisation.

Analysis informed the preferred option

Analysis of potential options for water services delivery by MartinJenkins found two options were
expected to comply with the legislation:

e aninternal water services unit

e ajoint water services organisation (WSO) with other councils.

The analysis showed the impact on affordability for ratepayers over the ten-year period of this Plan
was similar, assuming price harmonisation could not be achieved across a multi-council WSO. While
a joint WSO would allow ODC to access more debt finance for non-water projects, it would also

entail establishment costs and give ODC less direct control over water service delivery in the Opotiki
district. The options had pros and cons, so the Council found the options relatively evenly balanced.

The Council decided to pursue an internal business unit as this option provides the Opotiki district
with the greatest control over its own water service delivery.

Revenue collection

Part C of this Plan sets out the approach to charging. Revenue will be collected through general and
targeted rates, as well as fees and charges. It will be ring-fenced and tracked with separate General
Ledger codes in the Council’s accounting systems. Council will investigate storing revenues for each
water in separate bank accounts.

Ring-fencing

Opening debt balances have been allocated to each of the three waters activities. Debt will be
separately tracked against water activities. Interest on internal debt balances will be attributed to
water services on an “arm’s length” (commercial) basis based on the average of the council’s cost of
borrowing. Council will allocate shared overhead costs to each water activity based on a Council-
approved cost allocation policy. Council will set up a separate chart of accounts within its General
Ledger to enable full sets of auditable financial statements to be produced, with the intention that
the Council will be in a position to meet ring-fencing and separated reporting requirements by 1
July 2027.

Delivery

As a Water Services Provider, the Council will be responsible for how assets will be operated and
maintained on a day-to-day basis to:

e Achieve adequate level of service performance targets

e Meet resource consent conditions requirements
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e Ensure the capacity of three waters assets is maintained
e Deliver three waters services at the required level
e Ensure effective control of water and support water conservation and efficiency

e Protect public health and safety

Council will continue to deliver three waters services mainly through maintenance contracts.
Physical works will be mainly covered through external contracts. The service delivery model is
presented below.

Table 1. Opétiki District Council service delivery model for three waters

Internal

Service delivery

Internal capabilities External service delivery

function

service
delivery team

Design Three Waters | Minor projects Consultants and contractors
Construct Three Waters | Operational works only All projects to contractors
Operate Three Waters | Day to day treatment plant Treatment — specialist support

operation, network monitoring and
minor fault finding and
investigation.

SCADA — Monitoring and
Control

Mechanical and electrical
repairs

Backflow device testing
Laboratory services

CCTV inspection and flushing

Maintenance

Three Waters

Minor maintenance activities

Majority of maintenance
activities delivered through
local service providers

Planning and

Three Waters

Existing skills /resource in council —

Additional support for new

reporting / Wider planning & reporting reporting requirements —
council contractors / consultants
Financial Wider Council | Existing skills /resource in council — | Limited — only required if
management financial management capacity constraints within
council.
Regulatory Three Waters | Leverage existing skills /resource in | Consultants and contractors
compliance council as required

ODC plans to use the existing governance arrangements within council for ongoing three waters
decision making, noting additional governance will be initiated with potential partners to progress
investigation of a joint WSO.

The current structure of the three waters team is expected to remain in situ, however an

assessment of this structure will be undertaken to ensure all legislative requirements are met. This
is captured in the implementation plan.
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Implementation plan

Implementation plan

Implementing the proposed service delivery model

There are two main aspects of this implementation plan

Opatiki District Council needs to proceed on the basis it will deliver water services through an
internal business unit for at least the short-term, noting it may form a joint water services
organisation if further exploration shows this to be the best approach.

Therefore, this implementation plan concerns two main aspects:
e The process for meeting the legal requirements for an internal business unit
e The process for exploring a joint water services organisation with neighbouring councils.

We describe each in turn.

The process for meeting the legal requirements for an internal business unit

As an internal business unit delivering water services, Opotiki District Council will need to meet the
following requirements:

e Planning and reporting changes
o Water Services Strategy
o Water Services Annual Budget
o Water Services Annual Report
e Accounting changes to support the planning and reporting changes, for example:
o Separate financial statements for water services
o Annual audit of financial statements
e Economic regulation
o Ring-fencing
o Information disclosure
e Other requirements
o Trade waste plan
o Stormwater network risk management plan
Council will meet these requirements by taking the following steps.

Table 2. Milestones for Op6tiki District Council to meet the legal requirements for an internal business
unit

Milestone

Recruit additional resource to help meet planning and reporting 1 July 2025 — 30 June 2026
requirements
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Investigate requirements and undertake any changes necessary to
completely ring-fence water services in financial systems, reporting
systems, governance and structure.

1 July 2025 — 30 June 2026

Implement changes identified in the previous stage to enable water
services to be billed separately and to bed in reporting systems for
separate financial accounts for water services

1 July 2026 — 30 June 2027

Draft the Water Services Strategy

1 July 2026 — 31 December
2026

Prepare any proposed changes to the Development Contributions
Policy and Revenue and Financing Policy

1 July 2026 — 31 December
2026

Consult on a summary of the draft Water Services Strategy alongside
consultation on the Long-Term Plan 2027 — 2037

March — April 2027

Consult on any changes to the Development Contributions Policy and
Revenue and Financing Policy in line with consultation on the Long-
Term Plan 2027 — 2037

March — April 2027

Consult on draft Trade Waste Discharge Plan

March — April 2027

Water Services Strategy takes effect

1 July 2027

Adopt final Trade Waste Discharge Plan

October 2027

First Annual Water Services Budget prepared

January — June 2028

Consult on draft Stormwater Network Risk Management Plan

Early-2028

First Annual Water Services Budget applies

1 July 2028 — 30 June 2029

Adopt final Stormwater Network Risk Management Plan

October 2028

First Water Services Annual Report adopted

By October 2028

Page 11 of 126



The process for exploring a joint water services organisation with neighbouring
councils

Opatiki District Council will continue to explore the feasibility of forming a joint water services
organisation with other councils (particularly Rotorua Lakes Council, Whakatane District Council,
and Kawerau District Council). The information below has been agreed and aligns with the WSDPs
for partner councils (Rotorua Lakes Council, Whakatane District Council, and Kawerau District
Council):

Implementation Plan for Opétiki District Council
1. Interested councils for proposed service delivery model

In the 2025-2028 triennium, Opatiki District Council will deliver water services through a standalone
internal business unit.

e From 2028 to 2034, water services in our district will be delivered through one of the two
following options:

o Multi-council WSO —including Opétiki District Council and potentially other councils (such as
Rotorua Lakes Council, Kawerau District Council, and Whakatane District Councils) and/or
other interested councils (such as Gisborne District Council, Western Bay of Plenty and
Taupo District Council).

o Or continuing with Opatiki District Council delivering water services through a standalone
internal business unit.

2. Process for investigating the Multi Council WSO proposed model

The first process step is to gain interest from other councils to fully participate in the study,
including joint funding, consultation, and decision making.

There will be ongoing engagement with the other interested councils including sharing plans and
relevant information particularly in the set-up phase.

2.1 LWDW Programme (post 3 September 2025):

There are various LWDW programme tasks required throughout the process including:

e Set up Waters Working Group for interested councils.

e Sign Heads of Agreement for participating councils.

e Establish project governance for LWDW programme (potential to continue to set up of WSQ).

e Set preliminary study scope and programme.

Ongoing oversight role throughout process.

2.2 Governance decisions — elected members:

The major governance decisions required by elected members for participating councils after the LG

elections are:
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e Elected members workshop 1 - to orientate them on study purpose, community and iwi
engagement, and their upcoming decision on WSO. Councillors approve the overall process for
the detailed study and engagement to be undertaken.

e Elected members workshop 2 - each participating council decides if it wishes to consult on
preferred option (based on study outcomes).

e Each participating council decides on future of water services delivery after consultation.
2.3 Undertake detailed study:

An early step for exploring moving to a multi-council WSO will be to undertake a detailed study of a
multi-council water organisation. This study would cover:

e Financial modelling for individual councils, own ODC in-house business unit and joint WSO for
comparison — 10 and 30 year horizons.

e Agreement on criteria / strategic objectives to assess viability.

e Capture lessons from the process of setting up WSOs nationally such as Waikato Water,
Southern Water, Selwyn District Council’s own water CCO.

e Agreement on cost efficiency factors (i.e. operational cost savings) to be applied and to which
year, in order to be transparent and defendable for decision making.

e Alternative scenario testing including:

o Larger council(s) decide not to join WSO (due to their elected member decision).
o Rural council(s) do not join WSO.

The key study inputs (including financial and non-financial data, and operational and capital
programmes) will be based on the adopted WSDPs from the individual participating councils.

2.4 Community and iwi engagement:

e Earlyin the process, develop engagement plan.

e Partner with mana whenua throughout the process on best long-term option.

e Inform ODC’s community progressively about the work of the Waters Working Group.

e The Waters Working Group to report back to ODC’s elected members on a quarterly basis.

e Based on each participating council’s decision to consult on a preferred option (informed by
study outcomes), engage with community and stakeholders on the best long-term option.

e Feedback consultation results to Working Group for governance decision at each participating
council.

e Ongoing stakeholder engagement throughout the WSO set up transition.
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2.5 Set up of WSO (multi-council):
e Set up Transitional body - company, appoint Board, CEO progressively ahead.
o Develop detailed transition plan covering:

o Determine governance structure for board.
o Stakeholder governance — shareholding councils and iwi.

o IT infrastructure and systems — what needs to be set up before Day 1 and what can be
implemented over time, and what needs to be provided by council in the transition period.

o Finance and funding - establish new entity financial structure, balance sheet, debt
arrangements, charging and pricing.

o Legal and compliance - transfer of all titles, duties, rights and obligations.
o Resources during transition, backfill at each council for key roles, and in new structure.
e Undertake various key establishment tasks:
o Resources to manage the programme of change, stakeholder engagement and support
councils to backfill key roles.
o Prepare founding documents - Transfer Agreement and Constitution.

o Develop key documents — Statement of Expectations, Shareholder Agreement, Joint WSDP,
Water Services Annual Report.

o Financial review / actions - overhead allocation methodology review; set up timesheet
process for capturing operations.

o Organisation structure established.
o Key management roles progressively start.

Future decision making

To support design making with a potential multi council WSO, a decision-making framework will be
developed to ensure there is clarity on:

e There is a strong emphasis on decisions being made by consensus.

e Matters that will be brought to Waters Working Group for decision making before seeking
formal elected members approval at respective councils.

e How the interested councils will make those decisions through the Waters Working Group.
3. Timeframes and key milestones (effective after WSDP submitted on 3 September 2025)
Refer to the detailed timeline for key milestone at task level. Key milestone dates are:

LWDW Programme (post 3 September 2025):

e QOctober to December 2025 — various early process tasks including:

o Set up the Waters Working Group.
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o Sign Heads of Agreement.
o Chair appointed for the Waters Working Group.
o Set preliminary study scope and programme.

January 2026 to May 2028:

o Ongoing oversight role throughout process.

Governance decisions — elected members:

February / March 2026 — Elected members workshop 1 — orientation.
August 2026 - Elected members workshop 2 - decides if wishes to consult on preferred option.

Early 2027 — Decides on future of water services after consultation.

Undertake detailed study:

January to July 2026:

o Undertake the study.
o Capture lessons from other WSOs set up nationally.

July 2026 — Final report ready for governance decisions.

Community and iwi engagement:

January to February 2026 - Develop engagement plan.
March to September 2026:

o Partner with mana whenua throughout process.

o Inform ODC’s community progressively about the work of the Waters Working Group.

o The Waters Working Group to report back to ODC’s elected members on a quarterly basis.
September to October 2026 - Engage with community and stakeholders on the best long-term

option.

November 2026 — Feedback consultation results to the Waters Working Group for governance
decision.

Set up of WSO — post governance decision (early 2027):

May to August 2027 - Set up of transition body.
May to June 2027 - Develop detailed transition plan.
July 2027 to May 2028 - Undertake various key establishment tasks.

March 2027 to June 2028 - Ongoing change management and stakeholder engagement
throughout process.

April to May 2028 — Progressive transition of people and services to the new WSO.
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e April to June 2028 — Backfill any key council position vacant and still required post WSO.
e June 2028 — Staff and services fully transitioned to the new WSO.

e 1July2028 —Day 1.

Consultation and engagement

Consultation and engagement

Consultation and engagement undertaken

A copy of the Council reporting outlining the consultation approach and findings can be found here.

Community consultation

The Council used the alternative consultation approach set out in the Local Government (Water
Services Preliminary Arrangements) Act 2024 when consulting with the Community. ODC consulted
on two potential water service delivery models, including:

e Delivering water services through a standalone business unit within Council, while we continue
to explore establishing a joint water services organisation; or

e Joining a new water services organisation with neighbouring councils.

Public consultation was completed between 6 May 2025 and 3 June 2025. This consultation was
supported by print, radio and social media advertising and face to face community meetings.

Council received 17 submissions, 71% of the community submissions supported the standalone
business unit within Council model, 18% supported joining a new water services organisation model
and 12% did not choose a preferred option.

Assurance and adoption of the Plan

Assurance and adoption of the Plan

Through the development of the Water Service Delivery Plan (WSDP), ODC has leveraged external
parties to provide advice and support.

In mid-2024 Tonkin + Taylor was engaged to assess the planned infrastructure investment to
confirm that there was a compliant budget in place to support the legislation. This review resulted
in changes to the LTP24-34 investment plan for three waters and increased the investment (over a
10-year period) from $63.9M to $69.9M. The Tonkin + Taylor report is appended to this Plan.

From early-2025 MartinlJenkins was engaged to support ODC to help identify suitable options for
future water service delivery. A technical options analysis report was prepared to determine what
viable options were available to ODC for future water service delivery. This detailed report was
used to support council decision making. MartinJenkins’ options assessment report is available
from page 40 in this Council Order Paper.

MartinJenkins’ reports concluded there were two viable options available to ODC, with both
meeting the legislative requirements as set by the Local Government (Water Services Preliminary
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Arrangements) Act 2024. These two viable options were for future water service delivery were
identified as:

e Aninternal Business unit within ODC

e Ajoint WSO with other neighbouring councils

On 26 June 2025, Council agreed to progress with an internal business unit as its preferred option
for future water service delivery, while noting Council will continue to explore a potential joint
Water Services Organisation (WSO) with Rotorua Lakes Council and other councils. This WSDP has
been prepared on this basis.

Through the development of the WSDP, relevant ODC Group Managers and ODC Managers have
reviewed their relevant sections and confirmed this as being true and accurate.

ODC has shared a copy of the WSDP with DIA to seek initial feedback. DIA feedback was provided
on 7 August 2025, all comments were addressed and updated accordingly in this version of the
WSDP.

This WSDP has been developed at a point in time and is based on available information at the time
of preparing this document. It is recognised that future legislative changes (i.e. New waste water
standards or Local government (water Services) Bill) which are going through approval may impact
this WSDP. ODC has clearly stated their assumptions where relevant in the preparing of this
document.

Council resolution to adopt the Plan

This Water Service Delivery Plan (WSDP) was tabled with council for approval on 20 August 2025.
Council approved this WSDP, a copy of the council report is available from page 101 of this Council

Order Paper.

Certification of the Chief Executive of Opotiki District Council

| certify that this Water Services Delivery Plan:

e complies with the Local Government (Water Services Preliminary Arrangements) Act 2024, and

e the information contained in the Plan is true and accurate.

Signed:

Name: Stace Lewer
Designation: Chief Executive Officer
Council: Opotiki District Council

Date: 22 August 2025
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Part B: Network performance

Investment to meet levels of service, regulatory standards and growth needs

Investment required in water services

Serviced population

The draft Eastern Bay of Plenty Spatial Plan was approved by Council on 26 June 2025. This Spatial Plan contained a low, medium and high population
projection. For the purposes of planning, the medium growth scenario was adopted. Under this scenario, the population of Opétiki District is
projected to accumulate as follows.

Table 3. Population projections for the Opotiki district

Population projection

Opotiki 10,400 11,200 11,400 11,900 12,300 12,600 12,800 13,000

The Eastern Bay of Plenty Spatial Plan notes the assumption that there is an average household size of 2.9 for the Opétiki district. Within the WSDP
financial template (input tab), the number of connections split into each water service area is captured. This flows through to estimates of serviced
population and connections as shown in the table below.

Table 4. Serviced population and connections projections for the Opotiki district

:::sg;::e”'ced FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Serviced population —
Drinking Water 8,219 8,343 8,413 8,482 8,553 8,624 8,695 8,768 8,840 8,914
Serviced population —
Wastewater 5,368 5,562 5,608 5,655 5,702 5,749 5,797 5,845 5,894 5,942
Serviced population —
Stormwater 5,368 5,562 5,608 5,655 5,702 5,749 5,797 5,845 5,804 5,942
xatfl_:o”"ecuons ~ Drinking 2,834 2,877 2,901 2,925 2,949 2,974 2,998 3,023 3,048 3,074
Drinking water
connections 2,649 2,689 2,711 2,734 2,756 2,779 2,802 2,825 2,849 2,873
(Residential)
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Drinking water
connections

. 185 188 190 191 193 195 196 198 199 201
(Commercial)

Total connections —

1,851 1,918 1,934 1,950 1,966 1,982 1,999 2,016 2,032 2,049
Wastewater

Wastewater
connections 1,607 1,697 1,711 1,726 1,740 1,754 1,769 1,784 1,798 1,813
(Residential)
Wastewater
connections 244 250 252 254 256 259 261 263 265 267
(Commercial)

Total connections —
Stormwater (residential)

1,851 1,918 1,934 1,950 1,966 1,982 1,999 2,016 2,032 2,049

The connections captured above correlate to the ratable assessments. Residential dwellings account for 93% for drinking water, 87% for wastewater
and 100% for stormwater. Commercial properties account for 7% drinking water, 15% waste water and 0% of stormwater.

The Eastern Bay of Plenty Spatial Plan identifies the new household demand projected based on a medium growth scenario:

Table 5. Projection of growth in household numbers for the Opétiki district

New Households 2022 (Base) 2026 2028 2033
0 300 380

Opotiki 611 843 1065 1268 1400

If Opotiki grows as projected, with 2,600 more people over the next 30 years, it will need an additional 1,400 houses. However, considering factors,
such as the increasing trend in building and resource consents, we anticipate that up to 2,300 more houses may be required within the same period.
This demand far exceeds the currently available residential land, necessitating a large-scale solution for providing safe and affordable housing.

There are currently just over 500 vacant residential properties in Opotiki. A portion of residents will take up existing vacant properties, until all vacant
properties (that are habitable) are used (there will always need to be a proportion of properties vacant). With the growth in households forecast, this
will be achieved relatively quickly. New properties will be built to meet growth in demand. This includes developments that are already in the planning
stage (the Drifts and the Saleyards), as well as new developments that have been identified, such as papakainga housing. Overall, the Council has
identified the potential for over 1,000 infill (subdivision) developments across the whole district.

We have assumed that commercial properties and public properties will increase to maintain the same proportion of residential properties. Based on
these assumptions, we expect the number of residential properties to increase to 4,160, commercial properties to 2,048, and public properties to 475.
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To support the anticipated growth as identified in the spatial plan, an additional 2,943 houses have been planned for, this exceeds the anticipated
growth as noted above. The planned Hukutaia development will support up to 1,943 new houses, with an additional 1,000 houses being supported
through infill solutions.

Currently the proportion of the population that does not receive drinking water services in FY24/25 is approximately 21%, and the proportion of the
population not receiving wastewater and stormwater services is approximately 48%.

Serviced areas

Water supply

We manage three water supply schemes which serve approximately 79% of the Opétiki District population. The largest scheme with about 2,438
connections, services Opatiki and Hukutaia. There are two smaller schemes which service Te Kaha (375 connections) and Ohiwa (21 connections).

All of these schemes have water meters installed.
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Figure 1. Areas receiving drinking water services from Opatiki District Council

Water Supply Network - Ohiwa Water Supply Network - Opétiki Water Supply Network — Te Kaha
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Wastewater

We manage two wastewater schemes in Opotiki/Hukutaia/Waiotahi Drifts (~1,826 connections) and Waihau Bay (~25 connections) which equates to
about 48% of the district’s population. There are plans to expand the wastewater scheme to service the Hukutaia growth area.

Figure 2. Areas receiving wastewater services from Opétiki District Council

Wastewater Network for Op6tiki and Waiotahi Drifts Wastewater network for Waihau Bay
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Stormwater

We manage the urban stormwater network in Op6tiki which interfaces with the Bay of Plenty Regional Council flood protection scheme.

Figure 3. Areas receiving stormwater services from Opotiki District Council

Opotiki Township, Waiotahi Drifts and Hukutaia

Page 23 of 126



Areas that do not receive public water services

Areas that are not described above do not receive water services from Opatiki District Council. This includes settlements at Kutarere, Ohiwa (do not
receive wastewater services and receive only limited stormwater services), Bryans Beach, Waiotahe, Paerata Ridge, Waoeka, Tirohanga, Omaramutu,
Opape, Torere, Hawai, Maraenui, Whitianga Bay, Omaio, Awanui, Waiorere, Te Kopua, Whanarua Bay, Papatea, Ruakokere, Waihau Bay (do not
receive water supply and receive only limited wastewater and stormwater services) Oruaiti Beach, Otamaroa, Whangaparaoa.

The map below shows the areas of the District that receive services. Any settlement outside those areas will not receive services.

Figure 4. Areas that receive services and areas that do not receive services in the Opotiki district

Waihau Bay

Y

Opatiki Township
Woaiotahi Drifts
Hukutaia
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Current levels of service and performance

Water supply

Contextual information — WaterNZ provide publicly available information to explain water losses and ways for calculating them in the Benchmarking
of Water Losses in New Zealand Manual.

https://www.waternz.org.nz/Resources/Attachment?Action=Download&Attachment id=3676

Specifically we use the CheckCalcsNZ Software (LeaksSuite) covered in Appendix K of the document. All the Council meters are manually read and
entered into a tablet. This data is then uploaded into Council’s accounting programme. Some of the water loss data used in the calculations are
subject to estimations and uncertainty.

The data for water input to the schemes is for the period 1 July 2023 to 30 June 2024, whereas consumption data is based on meter readings taken in
November 2023 and May 2024.

Outcome or priority for
action

Council will provide safe
drinking water that is
pleasant tasting and
looking from Council
operated supplies

Table 6. Water supply performance results from 23/24 with supplementary comments from July 2025

Measure of success

22/23 result

23/24 target

The total number of complaints received by Council about any of the following:

23/24 result

Status

Drinking water clarity

<1/1000 connections

<5/1000 connections

Commentary 2023/24: Achieved.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 1 complaint received, less than

1/1000.

Drinking water taste

<0/1000 connections

<5/1000 connections

<1/1000 connections

Commentary 2023/24: Achieved. 1 complaint received which is less than 1 per 1000 connections based on 2,694 connections.
(As at July 2025): Interim result - On track — no complaints received.

Supplementary commentary (current LoS) for 24/25

Drinking water odour

0/1000 connections

<5/1000 connections

0

Commentary 2023/24: Achieved. No complaints received.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — no complaints received.
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Drinking water pressure | <1/1000 connections <5/1000 connections <1/1000 connections

or flow

Commentary 2023/24: Achieved. 1 complaint received which is less than 1 per 1000 connections based on 2694 connections.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 3 complaints received, less than
1/1000.

Continuity of supply 0/1000 connections <5/1000 connections 0

Commentary 2023/24: Achieved. No complaints received.
Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — no complaints received.

Council’s response to 0/1000 connections <3/1000 connections 0

any of these issues

Commentary 2023/24: Achieved. No complaints received.
Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — no complaints received.

expressed per 1000 connections to Council’s networked reticulation system.

Failures and service
requests are responded
to promptly

Fault response times: 54 minutes <4 hours <1 hour

a) Median response
time to attend urgent
call-outs

Commentary 2023/24: Achieved. 8 urgent requests received with a median first response time of 22 minutes

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 11 requests received, average
11mins response.

b) Median response <3 hours <2 hours
time to resolve urgent

call-outs

<1 day

Commentary 2023/24: Achieved. 8 urgent requests received with a median completion time of 1hr and 30 minutes.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 11 requests received, average
resolution 1 hour 47mins.

¢) Median response 19 minutes <2 hours
time to attend non-

urgent callouts

<1 day
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Commentary 2023/24: Achieved. 92 non-urgent requests received with a median response time of 1hr and 2 minutes.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): On track — 110 non-urgent requests received, average
response was 15mins.

d) Median response <2 days <4 days <2 days
time to resolve non-
urgent callouts

Commentary 2023/24: Achieved. 92 non-urgent requests received and median resolution time was 1 day, 4 hours and 22 minutes.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 110 requests received, average
resolution 6 hours 48mins.

Water resources are
used efficiently and
sustainably

Average consumption of | Opétiki <400L <400L Opotiki —302L
drinking water per day | Te Kaha <400L Te Kaha - 213L

per resident (basedon | 5,40 4001 Ohiwa — 317L
national average and

taking into account rural
aspect)

Commentary 2023/24: Achieved. All 3 schemes complied with the target of <400L per resident per day. Calculations are based on
domestic meter readings and census data.

Supplementary comments July 25: Still under review, will be completed as part of the annual reporting process.

Percentage of real water loss from networked reticulation system:

Opotiki 3.35% <15% 1.2%

Commentary 2023/24: Achieved. The Opotiki Water Supply Scheme achieved the target of <15% loss. Current Annual Real Losses
(CARL) as a percentage of water supplied to the system was used to calculate the result.

Supplementary comments July 25: Still under review, will be completed as part of the annual reporting process..

Te Kaha 4.85% <15% 31.5%

Commentary 2023/24: Not achieved. The Te Kaha Water Supply Scheme did not achieve the target of <15% loss. Because the system
size is below the recommended lower limit for calculation of Infrastructure Leak Index (ILI), Current Annual Real Losses (CARL) as a
percentage of water supplied to the system was used to calculate the result.

Supplementary comments July 25: Still under review, will be completed as part of the annual reporting process..

Ohiwa N/A No target set N/A

Page 27 of 126



Measure of success

The extent to which Council’s drinking water supply complies with: Part 4 of the drinking water standards (bacteria compliance criteria); and Part 5 of the
drinking water standards (protozoal compliance criteria).
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Table 7. Bacterial and protozoal results from 23/24 with supplementary comments from June 2025

Location | Criteria Result Result Target Result Status (As at July 2025)
1July 2022 - | 1January - 2023/24  2023/24

31 December | 30 June

2022 2023
Opotiki | Bacterial | Compliant Non- 100% Non- 23/24 Result commentary: The Water Treatment Plant (WTP) did not meet
compliant compliant | Bacterial compliance. The FACE was below the 0.2 mg/| limit for

approximately 2.5 hours on 8/10/2023. The Opétiki and Hukutaia zones
achieved full Bacterial compliance.
June 25 Supplementary: Interim result - Compliant Independent

assessment completed by Wai Comply Limited, see letter 17/6/25.
Compliant, based on chlorination & UV.

Opétiki | Protozoal | Non- Non- 100% Non- 23/24 Result commentary: Although UV Disinfection was in place for the
compliant compliant compliant | full year, the Water Treatment Plant (WTP) did not achieve full protozoal
compliance until the installation of a continuously monitored UVT unit.
June 25 Supplementary: Interim result - Non-compliant One day in January
2025 and one day in March 2025 DWQAR minimum limits were not
achieved. As no other protozoa barrier in place, protozoa rules and UV
disinfection was not achieved

Next steps, June 2025: ODC plan to investigate the accuracy of the
reporting to ensure achievement with requirements

Te Kaha | Bacterial | Compliant Non- 100% Non- 23/24 Result commentary: The Water Treatment Plant did not achieve
compliant compliant | Bacterial compliance due mainly to turbidity. The distribution zone
achieved full bacterial compliance.

June 25 Supplementary: Interim result - Non-compliant Filtration, UV
disinfection and chlorination barriers all in place, insufficient monitoring
data to confirm compliance.

Next steps, June 2025: ODC continue to improve data management to
support reporting. Additionally, capital investment is planned for in the
form of new water source (to bore water supply and move away from
surface water supply), treatment plant and storage. The Te Kaha - Water

Page 29 of 126



Treatment Plant Relocation - New Water Source, Design,
Construction and Additional storage project referred to in the Significant
Capital Works Projects table indicates the investment being made to
resolve this non-compliance.

Te Kaha

Protozoal

Non-
compliant

Non-
compliant

100%

Non-
compliant

23/24 Result commentary: The WTP does not have sufficient evidence to
demonstrate compliance with UV disinfection requirements. The UV
intensity is compromised due to the turbidity of the water entering the UV
reactor.

June 25 Supplementary: Interim result - Non-compliant Filtration, UV
disinfection and chlorination barriers all in place, insufficient monitoring
data to confirm compliance.

Next steps, June 2025: Same comments as presented for Bacterial
Compliance. As per the Bacterial non-compliance, the Te Kaha - Water
Treatment Plant Relocation - New Water Source, Design, Construction and
Additional storage project referred to in the Significant Capital Works
Projects table indicates the investment being made to resolve this non-
compliance.

Ohiwa

Bacterial

Compliant

Non-
compliant

100%

Non-
compliant

23/24 Result commentary: The Water Treatment Plant achieved full
compliance following the installation of a UV unit in December 2023.

June 25 Supplementary: Interim result - Compliant Independent
assessment completed by Wai Comply Limited, see letter 17/6/25.
Compliant.

Ohiwa

Protozoal

Compliant

Non-
compliant

100%

Non-
compliant

23/24 Result commentary: The Water Treatment Plant achieved full
compliance following the installation of a UV unit in December 2023.

June 25 Supplementary: Compliant Interim result - Independent
assessment completed by Wai Comply Limited, see letter 17/6/25.
Compliant.

Commentary 2023/24

The Drinking Water standards for New Zealand 2005 (Revised 2018) was replaced by the Drinking Water Quality Assurance Rules 2022. Compliance with the
DWQAR was reported on by an independent expert. The audit scope and methodology was conducted by Wai Comply Limited, which in summary was to assess

supply performance using the DWQARs.
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Audit assessments were completed in March 2025 and June 2025, the latest status is captured in the table above. This was undertaken in alignment with
Taumata Arowai’s water quality performance monitoring and reporting guidance provided to the water sector. As Taumata Arowai is the regulator for all
drinking water quality related activities, the guidance provided by them is considered materially pivotal to the audit assessment approach.

Wastewater

Contextual information — The number of connections is the number of properties serviced by the wastewater infrastructure through a direct
connection from private property into Council infrastructure. This number is tracked by the number of properties being charged for these services.

Table 8. Wastewater performance results from 23/24 with supplementary comments from July 2025

Outcome or priority for Measure of success 22/23 result 23/24 target 23/24 result Status
action

A reliable removal and The total number of complaints received by Council about any of the following expressed per 1000 connections to Council’s
treatment service is sewerage system.
provided in areas serviced

by Council operated
sewerage systems Commentary 2023/24: Achieved. 6 odour complaints received which is less than 4 per 1000 connections based on 1798

connections.

a) sewerage odour <3/1000 connections <5/1000 connections <4/1000 connections

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — no complaints received.

b) sewerage system faults | 11/1000 connections <5/1000 connections <16/1000 connections

Commentary 2023/24: Not achieved. 27 complaints received which is more than the <5 per 1000 connections based on 1798
connections.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 11 complaints received, less
than7 per 1,000 (new measure for 24/25).

c) sewerage system <4/1000 connections <5/1000 connections <10/1000 connections
blockages

Commentary 2023/24: Not achieved. 17 blockage complaints received which is more than the <5 per 1000 connections based on
1798 connections. More requests than normal were received during a heavy rain event in September 2023 after rural floodwaters
overtopped a bank along Duke Street. Of the 17 complaints or requests received for the year, 12 were due to this event.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 7 complaints received, less than 4
per 1,000 (new measure for 24/25) based on 1798 connections.
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d) Council’s response to 0/1000 connections <2/1000 connections 0/1000 connections
issues with its sewerage
system

Commentary 2023/24: Achieved. No complaints received.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 1 complaints received, less than 1
per 1,000 (new measure for 24/25) based on 1798 connections.

Median response time to | 35 minutes <4 hours 1 hour and 28 minutes
attend to sewerage
overflows resulting from a
blockage or other fault in
the Council’s sewerage
system

Commentary 2023/24: Achieved. 9 overflow reports received.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 4 overflow reports received,
median response time 22 mins.

Median response time to | 2 hours and 32 minutes | <1 day 4 hours and 58 minutes
resolve a sewerage
overflow resulting from a
blockage or other fault in
the Council’s sewerage
system

Commentary 2023/24: Achieved. 9 overflow reports received. The time taken to resolve a sewerage overflow is recorded in
Council’s customer management system based on information provided by the contractor to Council. This information may be
received via phone or email. However, records to support the times recorded in our system have not been adequately retained. We
are implementing changes to our processes to ensure this information is retained going forward.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 4 overflow reports received,
median completion time was 2 hours and 53mins.

Sewage is managed
without risk to public
health

Number of sewage 0 0 3
overflows into habitable
buildings due to faults in
the wastewater system.
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Commentary 2023/24: Not achieved. 3 overflow into habitable building reports received.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — No overflows to habitable

buildings reported.

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

<3/1000 connections

<2/1000 connections

<1/1000 connections

Commentary 2023/24: Achieved. 1 dry weather overflow reported which is less than 1 per 1000 connections based on 1798

connections.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — 2 dry weather overflows

recorded, less than 2/1000 (24/25 measure) based on 1,798 connections.

Compliance with Council’s resource consents for discharge from its sewage system, measured by the number of

a) abatement notices

1

0

1
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The quality of effluent
leaving the treatment
plant is of a standard
required by consents

Commentary 2023/24: Not achieved. No new abatement notices were received in the 2023/24 year but there is an outstanding and
active notice from 2022/23. The Abatement Notice was issued for the number of overflows from the Wastewater Treatment Pond
into the Engineered Overflow Pond more times than allowed per year. Council wants to reassure the public that the abatement
notice is specific to overflows into the overflow pond — not discharges into the river, sea or public areas.

This has occurred due to the increase and severity of rain events. Specifically, September and October of 2023, which resulted in
the breach of the Duke Street drain. This played a significant impact on wastewater due to direct inflow in low lying residential
homes inundated by the flooding.

Council is currently working towards compliance at the wastewater treatment plant and there is an Action Plan which has been
shared with BOPRC with immediate, short-, mid and long-term targets.

Council is investigating options for development for the oxidation pond and disposal field as we prepare to lodge a new consent
application for effluent disposal as the existing consent expires in July 2025. This work is being addressed as part of the Wastewater
Treatment Plant improvement project (refer to Significant Capital Works Projects Table).

As part of the consent application Council is required to consider the long term viability of the existing oxidation pond and disposal
field, assess the potential of alternative locations and Council is currently consulting with Regional Council and the community
which will have an influence on what the new consent levels of service will be. Further information can be found on our
engagement portal Connect | Hono Mai @connect.odc.govt.nz

Supplementary commentary (current LoS) for 24/25 (As at July 2025) — Interim result - Not Achieved. Opotiki District Council
continues to address overflow issues at the Wastewater Treatment Plant, specifically overflows from the treatment pond into the
Engineered Overflow Pond. This has occurred due to the increase and severity of rain events. There is an active abatement notice
from 2022/23 - no new notices were issued in 2024/25. Importantly, these overflows do not involve discharges into rivers, the sea,
or public areas.

To resolve these issues, Council is implementing a staged Action Plan with immediate, short-, mid-, and long-term targets, shared
with Bay of Plenty Regional Council (BOPRC). Infrastructure upgrades are planned to improve treatment efficiency and land disposal
performance, while also preparing for future growth.

Council has lodged a new resource consent application with BOPRC ahead of the current consent’s expiry in July 2025. However,
due to proposed changes to national Wastewater Standards by Taumata Arowai - expected to be finalised in August 2025 - the
application has been placed on hold under section 91A of the Resource Management Act. This ensures continued compliance under
current standards while allowing time to align with future requirements.

. Community and iwi consultation will resume once the legislative framework is clear, helping shape the future levels of service.
Further updates and engagement opportunities are available at Connect | Hono Mai.

b) infringement notices 0 0 0

Commentary 2023/24: Achieved. No infringements received.
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c) enforcement orders

0

0

Commentary 2023/24: Ach

ieved. No enforcement orders received.

d) convictions

0

0

Commentary 2023/24: Achieved. No convictions received

received by Council in relation to those resource consents

Stormwater

Contextual information — Our levels of service considerations are not limited to houses physically connected but include all other houses in the urban
area. A number of properties in the urban area do not have a physical connection to the reticulation (i.e. from roof through to pipes in the road
reserve however the house is still being served by the stormwater channels, pipes and other downstream infrastructure outside of the property's
boundary. If a house that is not physically connected to the infrastructure is flooded, and was not counted as a connection, it would be
overrepresented in the KPl measure. To represent the number of stormwater connections we adopt the number used for number of wastewater
connections minus Waihau Bay and a couple of other outlying wastewater connections.

Outcome or priority for
action

Table 9. Stormwater performance results from 23/24 with supplementary comments from July 2025

Measure of success

22/23 result

23/24 target

23/24 result Status

The urban stormwater
activity is managed to
protect people and
property from the
impacts of flooding

The number of flooding
events that occur in the
District. N.B. The
Department of Internal
Affairs describes a flooding
event as an overflow of
stormwater from a
territorial authority’s
stormwater system that
enters a habitable floor
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Commentary 2023/24: Not achieved (refer commentary below). 1 habitable floor affected.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — No reports of overflows affecting
habitable floors

For each flooding event, the | 0/1000 connections 0/1000 connections <1/1000 connections
number of habitable floors
affected (expressed per
1000 properties connected
to Council’s stormwater
system)

Commentary 2023/24: Not achieved. 1 habitable floor affected which is less than 1 per 1000 connections based on 1760
connections. A basement was flooded during a heavy rain event in September 2023 after rural floodwaters overtopped a bank along
Duke Street. Council added additional height to the bank to stop the flow. Portable pumps were brought in to assist with moving
water out of the urban area. Once floodwaters in the rural area dropped below that in town, the flood gate was able to be opened
which saw a large drop in flood levels through town.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — No reports of overflows affecting
habitable floors

Service requests and Median response time to 0/1000 connections <4 hours 29 minutes
complaints are processed | attend a flooding event,
as they come in from notification to

personnel on site. N.B. The
Department of Internal
Affairs describes a flooding
event as an overflow of
stormwater from a
territorial authority’s
stormwater system that
enters a habitable floor

Commentary 2023/24: Achieved. One flooding event with habitable floor affected reported.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - On track — No reports of overflows affecting
habitable floors
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Service requests and
complaints are processed
as they come in

Number of complaints <7/1000 connections <10/1000 connections
received about the
performance of the
stormwater system per
1000 connections to the
Council’s stormwater
system

29/1000 connections

Commentary 2023/24: Not achieved. 51 complaints were received in the 1 July 2023 to 30 June 2024 period which is 29 per 1000
connections based on 1760 connections. The large increase in complaints or requests for service related to just one heavy rain event.
Between 26-28 September 2023 council received 40 requests after rural floodwaters overtopped a bank along Duke Street.

Additional height has now been added to the bank.

Supplementary commentary (current LoS) for 24/25 (As at July 2025): Interim result - 17 requests received, which is less than the

10 per 1,000 connections based on 1,760 connections.

Stormwater water quality
will be managed
effectively for 365 days of
the year

Compliance with Council’s
resource consents for
discharge from its
stormwater system,
measured by the number

of:

a) Abatement notices 0 0 0
Commentary 2023/24: Achieved. No abatement notices received.

b) infringement notices 0 0 0
Commentary 2023/24: Achieved. No infringement notices received.

c) enforcement orders 0 0 0
Commentary 2023/24: Achieved. No enforcement orders received.

d) convictions 0 0 0

Commentary 2023/24: Achieved. No convictions received.

received by Council in relation to those resource consents.

Page 37 of 126



Opéotiki is a medium-growth district

The district is growing and is estimated to continue to grow with up to 13,000 people predicted to be living in the Opotiki District by 2053. The ability
for Council to meet this demand on services needs to be balanced with the affordability of investing in the required infrastructure. With the cost of
living high, the community’s ability to handle increases in costs and the Council’s increased costs to deliver services needs to be balanced with the
required renewals and upgrades to infrastructure, particularly with the growth that Opatiki is experiencing.

As set in this Plan, Council has worked with Tonkin + Taylor to develop a capital expenditure programme that increases capex over the ten-year period
to provide for regulatory requirements, renewals, improved levels of service and growth needs.

As noted above, the key areas for additional growth are in Hukutaia and also through infill solutions. Key projects which support for this growth are
captured in the capital investment plans, and these include:

Water Capital Projects which support planned growth

e Hukutaia Water supply ($2.1M, planned delivery 2031 to 2033)
e Opotiki town — Water rising main, Duke Street ($0.5M, planned delivery 2039-2041)

Stormwater Capital Projects which support planned growth

e Hukutaia Stormwater Infrastructure development ($2.5M, planned delivery 2029 to 2034)

Wastewater Capital Projects which support planned growth

e Hukutaia Wastewater Infrastructure development (Phase 1- $2.7M, planned delivery 2028 to 2030 & Phase 2- $3.2M, planned delivery 2034
to 2037)

e Opotiki town — Reticulation & Rehabilitation (56M, planned delivery 2025-2031)
e Opotiki town — Potts Avenue Pump Station ($1.6M, planned delivery 2025-2027)
e Opotiki town — Rising Main ($2.4M, planned delivery 2025-2029)

e Opotiki town “-WWTP ($19.8M, planned delivery 2025 — 2037)
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The investment timeframes for water services capital investment noted above fully supports the planned population increases identified in the
medium growth scenario from the spatial plan. More comments on growth in the District are noted in the first box of Part B.

Comments on infrastructure capacity and consents

Water supply

The abstraction consent for Opatiki is due for renewal in 2045. The current consent has capacity to support the growth identified for the Opotiki
township and Hukutaia. If the town grows more than expected or industrial water use increases, the Council might apply to renew this consent to
allow for more water to be drawn. The consent limit set for abstraction is still well below the capacity of the bore and so an increase should not harm
the environment. There is currently one treatment “cell” at the Opotiki plant with capacity for up to two additional “cells” to be added when
required.

Te Kaha water supply has been upgraded in recent years to meet current demand. A new Water Treatment plant has been budgeted for, with
investment of $1.8M planned between 2025 and 2027. An assessment of additional growth requirements will be completed as part of this project to
ensure future needs are considered.

The water supply for Ohiwa is meeting current demands needs. An investigation to assess seasonal variations in demand and future resident
population increases is underway. There is currently no additional capital funding for growth in this area, this will be re-assessed following this
investigation.

Enough water is stored for firefighting in Opotiki, Hukutaia, Waiotahi Drifts and Ohiwa. But in Te Kaha, there is a need for more water storage
specifically for firefighting. This will require further investigation and will be considered as the new water source is investigated and delivered (Refer
Te Kaha Water Supply project - investment of $1.8M planned between 2025 and 2027).

Industrial properties must arrange for their own firefighting water needs if these go over and above the requirements for residential areas.

Wastewater

For the Opotiki township the existing consent expires July 2025. However, a new consent application has been lodged with BOPRC and has been
accepted under s88 of the Resource Management Act 1991 and the site may continue operating under s124. BOPRC have also confirmed that they
have placed the application on hold under s91A, while iwi/hapt consultation occurs, and while we await the outcomes of the Wastewater
Environmental Performance Standards (WEPS).
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ODC staff are actively collaborating with Taumata Arowai on the development of new wastewater standards. It has been identified that our current
wastewater system does not align with the proposed standards—particularly due to the absence of criteria for rapid infiltration systems. However,
new standards are now being formulated, and early indications suggest that the investment outlined in this WSDP is likely to meet the expected
requirements.

The current wastewater infrastructure is under increasing pressure due to:

e High inflow and infiltration volumes.
e Algae and solids impacting drainage performance.
e Growth in housing and new service areas, such as Hukutaia and infill housing.

e The consent proposal outlines staged upgrades to the existing facilities, addressing immediate operational challenges while planning for future
community needs. This includes infrastructure upgrades to enhance treatment efficiency and optimise land disposal processes. To ensure
compliance with current and future frameworks, we have proposed an adaptive approach. Refer to the Opotiki town —“-WWTP project, with
investment of $19.8M and planned delivery between 2025 — 2037.

The Opatiki township’s primary growth areas are focused on infill housing within the township and in Hukutaia. To support higher-density
development in Hukutaia, we plan to extend wastewater infrastructure into the area and upgrade the existing downstream network. The proposed
system will primarily be a low-pressure sewer network, featuring individual storage tanks at each property and smart controls. These controls will
allow wastewater to be held and released during off-peak times, helping to manage current downstream network constraints while enabling future
growth. Additionally, in the early years new growth capacity will be reserved for new housing and industry or existing properties that need to retire
old septic tanks. Existing properties with well-functioning septic tanks will be encouraged to continue to use those systems for their remaining useful
life. Development will be staged, subject to actual demand.

Additionally, large rehabilitation/renewal investment is planned to reduce inflow and infiltration of water into the wastewater network. This requires
the development of a combined wastewater and stormwater long-term strategy to outline the main drivers of both schemes and allow funding to be
directed where it can to provide the greatest benefit. This targeted approach to reduce inflow and infiltration will also provide capacity to support
anticipated growth.

For Waihau Bay, the existing wastewater system is adequately meeting current demands. Seasonal and permanent population trends will be
monitored to better understand any capacity constraints as whilst currently adequate the system is nearing capacity during peak demand.
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Stormwater

Council will invest in stormwater infrastructure to support growth in Hukutaia. Development within Hukutaia, will avoid flood-prone areas, ensuring
infrastructure is built in safer locations and more resilient to natural hazards such as river scheme and rural land flooding, coastal inundation and
tsunami. Refer to the key capital project : Hukutaia Stormwater Infrastructure development ($2.5M, planned delivery 2029 to 2034).

Serviced Areas in the Opotiki district

Table 10. Information on serviced areas in the Opétiki District

Serviced areas (by reticulated network)

Water supply
# schemes

Wastewater
#ischemes

Stormwater
# catchments

Residential areas (If more than one identify
separately)

Opotiki/Hukutaia — 2,438 connections
Te Kaha — 375 connections

Ohiwa — 21 connections

Total — 2,834 connections

Opétiki/Hukutaia — 1,826 connections
Waihau Bay — 25 connections
Total — 1,851 connections

Opotiki Scheme — 1,851 connections
Total — 1,851 connections

Non-residential areas (If more than one identify
separately)

None

None

None

Mixed-Use rural drinking water schemes (where
these schemes are not part of the council’s water
services network)

There are no mixed-use rural schemes
within the Opotiki District.

n/a

n/a

Areas that do not receive water services (If more than
one identify separately)

See Map which has area coverage Serviced
areas section. All other areas are not
serviced.

See Map which has area coverage Serviced
areas section. All other areas are not
serviced.

See Map which has area coverage
Serviced areas section. All other areas
are not serviced.

Proposed growth areas

e Planned (as identified in district plan)

e Infrastructure enabled (as identified and funded in
LTP)

Short term: 116 consented lots in Waiotahe, 500 vacant properties in the township.

. Medium term: 85 New lots through infill (Kainga Ora) in the township and approximately 200 papakainga dwellings planned.

. Longer term: Hukutaia Growth Area (Hukutaia), which has the capacity to provide 1,943 sections for development. However, development

of Hukutaia which is planned for in the capital works programme.
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Assessment of the current condition and lifespan of the water services network

Water supply

We manage three water supply schemes which serve approximately 79% of the Opatiki District population. The largest scheme with about 2,438
connections, services Opotiki, Waiotahe Drifts and Hukutaia. There are two smaller schemes which service Te Kaha (375 connections) and Ohiwa (21
connections). Treatment varies between schemes, with both Opotiki /Hukutaia and Te Kaha chlorinated and treated with UV disinfection. None of the
water supplies are fluoridated. Assets include:

« multiple groundwater and infiltration wells

« 3 treatment plants

e 4 pump stations

« 9 water storage sites

« approximately 112 km of water supply pipelines.

Wastewater

We manage two wastewater schemes in Opotiki/Hukutaia (1,826 connections) and Waihau Bay (25 connections) which equates to about 48% of the
district’s population. There are plans to expand the wastewater scheme to service the Hukutaia growth area. Assets include:

« one treatment plant at Opotiki with primary and secondary treatment and disposal to land
« one septic tank at Waihau Bay with disposal to land
« about 46 km of wastewater pipelines.

Stormwater

We manage the urban stormwater network in Opé6tiki which interfaces with the Bay of Plenty Regional Council flood protection scheme.
Approximately two thirds of Opatiki’s stormwater is discharged through Tarawa Creek. Assets include:

e 12 pump stations
o 21 flood gates
o 2 wetlands
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e 29 km of stormwater pipelines
o 20 km of open drains.

Asset age profile

Water supply

The figure to the right presents the installation of water supply mains
by decades. Council monitors the remaining useful lives of its assets.
This is directly linked to the installation dates and material type. Most
of the network is comprised of asbestos-cement pipe. Approximately
9km of Asbestos Cement water supply mains, installed in the 1960s,
which has an assumed base life of 50 years have effectively reached
the end of their Remaining Useful Life. However, specific condition
data is required to better inform the Remaining Useful Life
assumptions. The majority of the remaining network is uPVC and has
an assumed base life of 80 years. More recently installed HDPE has an
assumed base life of 100 years.

Figure 5. Water supply asset age profile
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Length of Pipe installed {m)
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Wastewater

Figure 6 presents the installation of wastewater mains by decades.
Council monitors the remaining useful lives of its assets. This is directly
linked to the installation dates and material type. About 14km of
wastewater mains are over 50 years of age and nearing their respective
useful lives. Older pipes are mainly concrete with an assumed base life of
80 years.

Figure 6. Wastewater asset age profile

Stormwater

Figure 7 presents the installation of stormwater mains by decades. Council
monitors the remaining useful lives of its assets. This is directly linked to
the installation dates and material type. About 2.2km of stormwater
mains were installed in the 1960s and are nearing the end of their
remaining useful lives. Older pipes are mainly concrete with an assumed
base life of 90 years.

Figure 7. Stormwater asset age profile
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Asset condition

The International Infrastructure Management Manual provides guidance on assessing the condition of assets and approaches to grading the
condition. In line with this, Council uses a condition grading system to identify the condition of assets at the group level. Using the system, the
expected condition of assets is ranked from 1 (excellent) to 5 (very poor).

Water supply

Figure 8 presents the condition distribution of the water supply assets. The majority of
assets (76%) have a condition rating of average or better, with 13% of the asset base with
a poor rating and 11% with a very poor rating.

Figure 8. Water supply below ground asset condition

The table below contains asset valuation data. (Three Waters Infrastructure Valuation,
Beca Projects NZ Limited, Feb 2023). This valuation was completed in accordance with
Public Benefit Entities International Public Sector Accounting Standards 17, Property, Plant
and Equipment.

® Excellent = Good Average = Poor = VeryPoor = Not assessed

Table 11. Water supply asset valuation data

Quantity Replacement cost Depreciated replacement Annual depreciation
cost
Pipework 109861.75 M $38,543,333 $26,156,263 $443,468
Hydrants 323 # $675,763 $351,174 $11,421
Valves 592 # $832,547 $465,032 $16,034
Toby 2402 # $1,400,531 $139,590 $15,822
Intakes 4 # $56,691 $29,119 $1,646
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Electrical and controls 98 # $1,131,149 $520,580 $39,126
Treatment plant 382 # $5,462,173 $3,809,759 $114,331
Storage 16 # $1,036,835 $474,585 $15,182
Other 1 # $6,020.80 $4,735.11 $75.26
TOTAL $49,145,043 $31,950,838 $657,104

Depreciated values have been calculated using the optimised depreciated replacement cost (ODRC) method where asset optimisation and residual

ODRC values have been considered. The valuation was completed via the Council’s Univerus asset management database.

There was an overall movement of 19% between the 2020 and 2022 valuations. The majority of the valuation movement was due to minor
depreciation method changes, changes in the unit costs, the net value of additions and deletions, renewals, the depreciation of asset values that

existed as at 30 June 2020 and remaining useful life adjustments for assets in service that have reached and exceeded their base lives.

= Excellent = Good

Average

Poor

33%

= Very Poor

= Not assessed

Wastewater

Figure 9. Wastewater below ground asset condition

Figure 9 presents the condition distribution of the wastewater assets. More than half of
assets (59%) have a condition rating of average or better, with 28% of the asset base
with a poor rating and 13% with a very poor rating.

The table below contains asset valuation data. (Three Waters Infrastructure Valuation,
Beca Projects NZ Limited, Feb 2023). This valuation was completed in accordance with
Public Benefit Entities International Public Sector Accounting Standards 17, Property,

Plant and Equipment.
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Table 12. Wastewater asset valuation data

Quantity Replacement cost

Depreciated replacement Annual depreciation
cost

Pipe (<160mm) 33,043 M $12,607,180 $7,817,948 $146,192
Pipe (200 — 250mm) 3,687 M $2,356,192 $1,852,421 $31,818
Pipe (375mm) 1,884 M $1,838,210 $1,281,930 $20,425
Service connections 1,416 # $3,888,336 $691,408 $48,604
Manholes 450 # $2,482,031 $1,035,424 $28,632
Electrical controls 92 # $692,480 $319,905 $27,216
Treatment 245 # $5,420,889 $3,756,458 $111,117
Other 59 # $1,111,164 $786,470 $13,630
TOTAL $30,396,481 $17,541,963 $427,633

Depreciated values have been calculated using the optimised depreciated replacement cost (ODRC) method where asset optimisation and residual

ODRC values have been considered. The valuation was completed via the Council’s Univerus asset management database.

There was an overall movement of 19% between the 2020 and 2022 valuations. The majority of the valuation movement was due to minor
depreciation method changes, changes in the unit costs, the net value of additions and deletions, renewals, the depreciation of asset values that
existed as at 30 June 2020 and remaining useful life adjustments for assets in service that have reached and exceeded their base lives.
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Stormwater

Figure 10 presents the condition distribution of the stormwater assets. More than half
of assets (70%) have a condition rating of average or better, with 25% of the asset base
with a poor rating and 5% with a very poor rating.

Figure 10. Wastewater below ground asset condition
The table below contains asset valuation data. (Three Waters Infrastructure Valuation,
Beca Projects NZ Limited, Feb 2023). This valuation was completed in accordance with
Public Benefit Entities International Public Sector Accounting Standards 17, Property, 62%
Plant and Equipment.
= Excellent = Good Average = Poor = VeryPoor = Not assessed

Table 13. Stormwater asset valuation data

Quantity Replacement cost Depreciated replacement | Annual depreciation
cost
Open drains 19755.76 M $61,885 519,358 5785
Culverts 904.26 M $964,507 $649,705 $10,717
Pipe (<=150mm) 7202.61 M $2,313,926 $1,330,821 $36,058
Pipe (180 — 250mm) 8729.63 M $5,260,228 $3,524,675 $58,711
Pipe (>250mm) 16861.88 M $17,893,376 $12,200,683 $200,588
Service connections 1063.35 M $378,234 $306,439 $4,203
Catchpits 527 # $1,566,902 $1,128,575 $18,404
Manholes 223 # $1,439,458 $1,007,185 $17,993
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Electrical and controls 66 $398,087 $246,175 $18,462
Inlet/outlet 66 $391,497 $228,000 $6,440
Plant/structures 114 $1,538,984 $1,118,635 $33,363
TOTAL $32,207,084 $21,760,251 $405,723

Depreciated values have been calculated using the optimised depreciated replacement cost (ODRC) method where asset optimisation and residual
ODRC values have been considered. The valuation was completed via the Council’s Univerus asset management database.

There was an overall movement of 19% between the 2020 and 2022 valuations. The majority of the valuation movement was due to minor
depreciation method changes, changes in the unit costs, the net value of additions and deletions, renewals, the depreciation of asset values that
existed as at 30 June 2020 and remaining useful life adjustments for assets in service that have reached and exceeded their base lives.

A Criticality Framework was developed to assign criticality to the three waters assets in Opotiki District. The framework identifies critical assets which
require condition information to inform their maintenance and renewal. The outcomes from the framework helps inform Asset Management Plans
and Long Term Plan. The framework considers the following drivers: health (sickness); safety — staff & public (trauma); loss of service (domestic); key
customers and business impacts; environment and cultural; damage to property; damage and disruption to third party utilities; compliance;
complexity; financial on Council; image, legal and reputational.

An increase in renewals investment has been allowed for over the next 10 years across water supply, wastewater and stormwater. This has also been
supplemented with an increase in operational expenditure to further verify condition information and continue to inform and refine the renewals
investment profile.

As part of our asset management improvement plan, we intend to tailor our monitoring and inspection practices based on each asset’s criticality and
current condition. This will also lead to improved data quality and more comprehensive information about our assets. Inspections are expected to
become more frequent as the asset ages or as deterioration is noted and analysis undertaken using the measured deterioration to predict likely asset
life with the intent to undertake pro-active renewal of the asset prior to failure for the more critical assets and possible run to failure for less critical
assets.

Water supply

The table below lists the water supply assets with a High criticality rating and the drivers for the rating.
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Table 14. Water supply assets with a high criticality rating

Water scheme ‘ High Drivers
Opotiki Water treatment plant Loss of supply and health (sickness)
Main 355mm feed to network
Primary reservoir Loss of supply
SCADA system Loss of supply and damage to property
Water quality management Health (sickness) and compliance
Te Kaha Water treatment plant Loss of supply
Supply line to network Loss of supply and complexity
SCADA system Loss of supply and damage to property
Water quality management Health (sickness) and compliance
Ohiwa SCADA system Loss of supply and damage to property
Water quality management Health (sickness) and compliance

The figures below provide condition distributions in asset numbers and values for water supply assets with a Very High and High Criticality rating.
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Figure 11. Water supply asset condition by number of assets and total value of assets
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No water supply assets have been identified with an extreme critical rating.

Wastewater

The table below lists the wastewater assets with a High criticality rating and the drivers for the rating.

Table 15. Wastewater assets with a high criticality rating

Wastewater scheme ‘ High ‘ Drivers

Opotiki River crossings Environmental
Pump stations (WWPS 1, 2 and 8) | Loss of service, environment, damage to property and key customers and business impacts
Rising mains (WWPS 1, 2 and 8)
SCADA system Health (sickness), environment and compliance
Water quality management
Waihau Bay SCADA system Health (sickness), environment and compliance
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The figures below provide condition distributions in asset numbers and values for wastewater assets with a Very High and High Criticality rating.

Figure 12. Wastewater asset condition by number of assets and total value of assets
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No wastewater assets have been identified with an extreme critical rating.

Stormwater

The table below lists the stormwater assets with a High criticality rating and the drivers for the rating.

Table 16. Stormwater assets with a high criticality rating

Criticality ratings Drivers
Extreme Stopbanks (not ODC assets) Damage to property and injury
High Floodgates Damage to property

SCADA system Damage to property
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The figures below provide condition distributions in asset numbers and values for stormwater assets with a Very High and High Criticality rating.

Figure 13. Stormwater asset condition by number of assets and total value of assets
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Reliable operation of the flood protection assets, e.g. stopbanks, floodgates is essential to the operation of the stormwater system. These are owned
and maintained by Bay of Plenty Regional Council but their integrity is paramount to the safety and protection of district residents.

Renewals and maintenance

Opatiki District Council maintains an Asset Database in Univerus. This records asset ages, condition and expected remaining life. This has been used to
as a tool to estimate future renewals over the thirty years of the Asset Management Plan. General practice has been that assets nearing the end of
their lives are reviewed and included in the long-term plan. Assets that may be showing signs of premature failure are also included in work plans and
compared with other similar assets of similar age so that the estimated remaining lives can be updated.

Opoatiki District Council’s decisions on how the renewals budgets are spent and prioritised have largely, until recently, been based around reactive
response works. Number of breaks or service requests from public contribute to the priority of an asset for renewal.
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As described elsewhere in this Plan, Council has worked with Tonkin + Taylor to produce a capital expenditure programme that provides sufficient
funding for growth, levels of service improvements, regulatory requirements and renewals.

As mentioned in the previous section an increase in renewals investment has been allowed for over the next 10 years across water supply,

wastewater and stormwater. This has also been supplemented with an increase in operational expenditure to further verify condition information and
continue to inform and refine the renewals investment profile.

Water supply

Major renewals projects include:

o Renewal of the 5.8 km DN 300 uPVC WTP to Ford Street (FY28-FY34),
o Hukutaia Water Supply LOS and Resilience Implementation Phase (FY31-FY33),

o Renewals of the Hukutaia AC water mains on Grant road, Hukutaia Road, and Woodlands Road (FY33).

Wastewater

There are a large number of general ongoing renewals budgets incorporated into the LTP forecast. Major projects include:

o Reticulation Rehabilitation for Opotiki Town is one of the larger renewal’s budgets from FY27-FY31 with the decrease in &I being one of the
biggest drivers to increase LOS for the community

o  WW Pump Station 01 (Potts Avenue) is up for renewal to resolve LOS issues and align with growth projects.
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Stormwater

For stormwater assets, Opotiki District Council’s decisions on how the renewals budgets are spent and prioritised are currently based on flood risk
management. Age, insider knowledge from the Operations team, and service requests from the public contribute to the priority of an asset for
renewal. Long term data is being collected from CCTV footage to inform how renewals budgets will be prioritised for the future.

Stormwater renewals budgets are included for:

o Opotiki Town SW Drainage Renewals
o SW Pump Station Renewals

o Stormwater Reticulation Renewals.

Table 17. Overview of asset condition

Parameters Drinking supply Wastewater Stormwater
Average age of Network Assets 41 62 53
Critical Assets Identified Identified Identified

Above ground assets
e Treatment plant/s

e Percentage or number of above ground assets with a

3 treatment plants, 4 pump
stations, 9 water storage
sites

One treatment plant at Opétiki
and one septic tank at Waihau Bay

12 pump stations, 21 floodgates,
2 wetlands, 20km of open drains

- 5 . 100% of above ground . 100% of above ground assets have . 100% of above ground assets
condition rating assets have a condition a condition rating. have a condition rating.
rating.

e Percentage of above —ground assets in poor or very poor
condition

24% are in poor / very poor
condition

13% are in poor / very poor
condition

6% are in poor / very poor
condition

Below ground assets
e Total Km of reticulation

112km of water supply
pipelines

46km of wastewater pipelines

29km of stormwater pipelines

¢ Percentage of network with condition grading e  100% of below ground e  100% of below ground assets have e 100% of below ground assets
assets have a condition a condition rating. have a condition rating.
rating.

e Percentage of network in poor or very poor condition

24% are in poor / very poor
condition

41% are in poor / very poor
condition

30% are in poor / very poor
condition
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Condition assessment information source: Univerus Asset Management System. The 2024 Asset Management Plan provides an assessment of
confidence of this data. Improving data confidence is contained in the future asset management improvement plan.

Asset management approach

Existing arrangements

Existing service delivery mechanisms and asset management systems

Council is responsible for how assets will be operated and maintained on a day-to-day basis to:

e Achieve adequate level of service performance targets

e Meet resource consent conditions requirements

e Ensure the capacity of three waters assets is maintained

e Deliver three waters services at the required level

e Ensure effective control of water and support water conservation and efficiency
e Protect public health and safety

Council delivers three waters services mainly through a combination of internal resources and external services. Physical works are mainly covered
through external contracts. The service delivery model is presented below.

Table 18. Opotiki District Council service delivery model for three waters

Service Internal Internal capabilities External service delivery

delivery service

function delivery
team

Design Three Minor projects Consultants and contractors
Waters

Construct Three Operational works only | All projects to contractors
Waters
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Operate Three Day to day treatment Treatment — specialist support
Waters plant operations, SCADA — Monitoring and Controls
network monitoring and ) . )
. o Mechanical and electrical repairs
minor fault finding and
investigation. Backflow device testing and laboratory services
CCTV inspection
Maintenance | Three Minor maintenance Majority of maintenance activities delivered through external service providers
Waters activities
Planning and | Three Existing skills /resource | Additional support for new reporting requirements — contractors / consultants
reporting Waters / in council — planning &
Wider reporting
council
Financial Wider Existing skills /resource Limited — only required if capacity constraints within council.
management | Council in council — financial
management
Regulatory Three Leverage existing skills Consultants and contractors as required
compliance Waters /resource in council

Operational objectives and the activities that support these objectives are described in the table below.

Table 19. Operational objectives and activities that support them

Operational objectives Operations and maintenance activities

Scheme operation e Obtain robust data for decision making.
e Manage on-line monitoring of schemes. Ensure software and data collection equipment is kept up to date.
e Adhere to accounting and asset management standards and accepted practice. Up-date asset data regularly.

e Discuss development plans with District planners and councillors to ensure adequate infrastructure is available or any
restrictions are known.
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Manage scheme technical
operation

Maintain accurate records of new works. Produce/update operations manuals.
Ensure Water Safety Plans and Emergency Management Plans are developed and updated.
Engage sufficient staff or long-term contractors to maintain technical knowledge of schemes.

Asset maintenance

Effective life cycle management
Programme renewals, maintenance and upgrades based on optimised designs and timeframes.

Engage local contractors under long term maintenance contracts to assist with condition assessments and regular renewals
wherever possible. Only engage larger contractors for major works on a short timescale.

Maintain level of service
Measure performance against key performance indicators
— review regularly and use data to inform decision making
Effective data management
Ongoing population of asset register and maintenance expenditure

Operational and maintenance expenditure is monitored against set budgets throughout the year. Good operational management should predict
expenses accurately. Currently expenditure for three waters assets is predicted using high level annual trends. The ideal method for managing
expenditure should be via proactive maintenance schedules and detailed operational budgets.

Historically asset management data has lacked the sophistication to allow the assembly of robust proactive maintenance schedules. While some

critical assets have been proactively maintained most other maintenance has been carried out on an ad hoc basis as faults and failures occurred. This
historical practice has been further exacerbated by a lack of general renewal budgeting leading to costs of inexplicable asset failures being paid for by

operational budgets.

A full re-itemisation of plant assets was carried out for all three waters, eliminating inaccuracy in replacement costs and paving the way for the
assembly of maintenance schedules. New long-term contracts for maintenance and operation are set to be procured from 2024/2025 .
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Proposed arrangements

Proposed service delivery mechanisms and asset management systems

We have recently developed a draft Asset Management Framework to improve the way assets are managed, and services are delivered. This will
continue to be reviewed and finalised through 2025 and will be key to defining: (i) the roles and responsibilities and interfaces between groups; (ii)
teams and roles across the organisation; and (iii) operating procedures and processes.

Supporting asset management plan

The Council has an Asset Management Plan developed under the framework provided by the International Infrastructure Management Manual (IIMM)
2020. IIMM is the global benchmark for infrastructure asset management.

Asset management maturity assessment

Our last asset management maturity assessment was conducted in 2022 (Assessment of Asset Management Maturity - 3 Waters and Roading,
ProjectMax Ltd, May 2022). However, this is in the process of being updated as part of the development of the Asset Management Framework. Figure
14 provides a comparison of current against aspirational asset management practice.
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Figure 14. Opétiki District Council asset management maturity assessment overview
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between Q4 2025 and Q2 2026 subject to resourcing.

In 2024, Tonkin + Taylor identified some high priority improvements
in the ODC asset management approach as follows:

. Development and adoption of an Asset Management Policy.

. Developing and reviewing Levels of Service (definitions, targets
and measures).

° Completion of a Criticality Framework for 3 Waters and
management of key risks.

. Clarify asset hierarchy and include criticality ranking in data.

Leveraging this input from T&T, an Asset Management and
Operations Framework 2025 has been developed which clearly
defines the planned improvements for asset management within
ODC. This is currently being reviewed by the ODC senior leadership
team. Implementation of this framework is estimated to take place

Statement of regulatory compliance

Resource consents

The tables below set out the status of key resource consents.

Table 20. Water supply consents

Network | Consents

Opotiki
Town

68042 — Taking water from a bore for public supply located
at Woodlands Road Opatiki

Expiry date

30 November
2024

Comments

Consent no longer required, water supply replaced
with consent 66501.
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66501 — Taking water from two bores located at Clark Cross
Road Opotiki

31 October 2045

Current consent held. No action required within next
10 years.

RM20-0857- discharge of wash water from Treatment plant | 01 June 2057 No action required within next 10 years.
Te Kaha 61174 — Taking of Water from shallow filter bed adjacent to the 31 September Existing consent expired, however activity currently
Puremutahuri Stream for the Te Kaha community supply 2021

exercised under s124. Application placed on hold and
active plans and budget in place to relocate WTP
within 10 year period.

Table 21. Wastewater consents

Network @ Consents

Opotiki
Town

050423 - Constructing and locating a pipeline within the
coastal marine area of the Otara River for the reticulation of
sewage from its treatment plant at Potts Ave, Opotiki

Expiry date
30 November
2029

Comments

The pipeline has been constructed. The consent
enables ongoing maintenance of the pipeline and
captures the occupancy of the pipeline within the
coastal marine area.

63594 — Discharging wastewater milli-screenings from the 31 July 2025 Consent no longer required and has not been

Opotiki Wastewater Treatment Plant to land replaced. The activities for discharge of wastewater is
captured under the replacement consent of 63179
(currently approved to operate under s124).

RM17-0736-AP — Resource consent is to authorise and 31 January 2024 | Consent application is currently with BOPRC and going

specify conditions with discharging septic tank treated
wastewater to ground soakage, at the Te Ahiaua Reserve,
Opotiki.

through final stages of consultation. The activity is
managed to comply with BOPRC On-site Regional Plan

until the consent is granted.
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63179 - Secondary treated sewage via soakage trenches to
land adjacent to the Waioeka Estuary, Opotiki.

31 July 2025

A comprehensive replacement application has been
lodged with BOPRC and has been accepted under s88
of the Resource Management Act 1991. The activity
has received S124 rights to continue to operate until
such time as consent decision is made. The Consent
application is placed on hold under s91A, while
iwi/hapl consultation occurs, and while we await the
outcomes of the proposed Wastewater Environmental
Performance Standards (WEPS).

Waihau
Bay

63013 - Discharging treated sewage to ground soakage on the
permit holder’s property at Te Moana Subdivision, Otutehapari
Roa, Waihau Bay, Opotiki.

30 April 2030

Budget and plans have been allowed for to obtain
future consent and undertake upgrades to existing
site. The final Wastewater Environmental
Performance Standards (WEPS) will be taken into
account at that time.

Table 22. Stormwater consents

Network ‘ Consents

Opotiki
Town

40192 - To authorise the continued presence of two outfall structures.

located on the eastern bank of Tarawa Creek.

‘ Expiry date Comments ‘

30 April 2034 | Existing activity and consent due to expire 2034

(consent application due to be lodged 30
September 2033 to ensure s124)

62902 - Discharge of 1200 litres per second (2% AEP) of stormwater
generated by the Waiotahi Beach Resort Subdivision to Huntress Creek.

31 March
2020

Part of ODC comprehensive SW consent

62902 - Discharge of 1200 litres per second (2% AEP) of stormwater
generated by the Waiotahi Beach Resort Subdivision to Huntress Creek.

30 April 2047 | No action required within next 10 years.

67809 - For the purpose of removing and replacing a 900 mm diameter
culvert with a 1200 mm culvert, in, on and under the bed of an un-named

drain at Bryan Road, Opatiki.

30 April 2049 | No action required within next 10 years.

62935 - Discharging Stormwater from 1671 SH 2 Waiotahe Beach to

storage/soakage pond.

31 December | Is captured within Comprehensive Stormwater
2024

Consent application currently lodged with BOPRC.
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68223 - Discharge stormwater to the Waioeka River and Otara Rivers from | 24 Is captured within Comprehensive Stormwater
two stormwater pumping station (Tarawa Creek pump station to King September Consent application currently lodged with BOPRC.
Street, - St Johns Street pump station at High Street). 2017

RM19-0462-DC.01 - Discharge of sediment contaminated stormwater to 31 August Is captured within Comprehensive Stormwater
land and where it may enter the Waiotahi Estuary while earth works is 2024 Consent application currently lodged with BOPRC.
being undertaken.

Council identified key compliance challenges and worked with Tonkin + Taylor to determine the necessary capital and
operational expenditure
The following key compliance figures are sourced from the Three Waters Asset Management Plan. All of the highlighted non-compliance items have

associated capital and operational investment planned in the 2024 — 2034 LTP to achieve required compliance, and in the revised capex programme
the Council produced with Tonkin + Taylor. The key challenges are:

e Water supply has not fully complied with bacteria and protozoal criteria since 2018. Upgrades scheduled for 2027/28
e Key consents need renewing:
o Discharge to land from Opotiki wastewater treatment plant ( application has been lodged and will track through process)

o Replacement of Te Kaha water take consent. Currently exercised under S124.
o Expired stormwater consents (are captured within the comprehensive stormwater discharge consent)

A description of the capital reprofiling to ensure regulatory compliance is provided in the following section.
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Table 23. Compliance overview

Parameters

Drinking supply
schemes

Wastewater
schemes

Stormwater

Schemes/catchments

Drinking water supply
e  Bacterial compliance (E.coli)
e  Protozoa compliance
e Chemical compliance
e  Boiling water notices in place
. Fluoridation
e Average consumption of drinking water

e Water restrictions in place (last 3 years)

e  Firefighting sufficient

3 supplies (2 compliant)

3 supplies (1 compliant)

3 supplies (2 compliant)

No active boil notices in place.

No fluoridation

Average consumption per scheme
as follows : Opotiki —302L / Te Kaha
—213L /Ohiwa—317L

No

Yes — for Opotiki, Hukutaia Waiotahi
Drifts and Ohiwa. Te Kaha, no-
however will be addressed with new
WTP.

Industrial properties must arrange
for their own firefighting water
needs if these go over and above the
requirements for residential areas.

n/a

n/a
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Resource Management

Significant consents (note if consent is expired and operating on
s124)

Expire in the next 10 years

Non-compliance:

e  Significant risk non-compliance
e Moderate risk non-compliance
e  Low risk non-compliance

Active resource consent applications

Compliance actions (last 24 months):
e  Warning

e  Abatement notice

e Infringement notice

e  Enforcement order

e  Convictions

Water supply take [3 —1 under S.
124]
Water discharge [1]

O O O oo

Wastewater discharge water/land/air [2 —
10nS124]

Network [3 (1 OSET, 2 Community
systems)]

O O O O K

Stormwater discharge [1]
Network [1]

O OO oo

Capital expenditure required to deliver water services and ensure that water services comply with regulatory requirements

Capital expenditure has been revised upwards

Council planned on investing $63.9 million in three waters assets over the LTP 2024-34 period, comprised of:

$14.7 million in water supply assets
$36.0 million in wastewater assets, and

$13.2 million in stormwater assets.
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An independent review of by Tonkin + Taylor underpinned revisions to the capital programme to ensure legislative compliance, with the timing of
some projects changing, and new projects being added. These changes reflect the need to meet regulatory requirements in a dynamic regulatory
environment.

The updated 10-year capex plan includes investment totalling $69.9 million over the LTP 2024-34 period. This is made up of:

e 514.8 million in water supply assets (an additional $0.1 million)
e $39.4 million in wastewater assets (an additional $3.4 million), and

e $15.7 million in stormwater assets (an additional $2.5 million).

The revised capex programme is compared with the LTP capex programme in the figure below.

Figure 15. Three waters capital expenditure programme
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Key changes made to the capital profile (as a result of the T&T review) are summarised below.
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Water supply

Water treatment Plant (WTP) to Ford Street ring main renewal has been consolidated from Year 4-26 to Year 4-6 to reflect the criticality of the
main and importance of completing the renewals earlier than allowed for in the LTP.

Te Kaha WTP relocation construction phase has increased by $0.25m.

Hukutaia water supply LOS upgrades brought forward from Year 7 to Year 4 to reflect unlocking growth in the Hukutaia growth area.

Wastewater

Opotiki Wastewater Treatment Plant upgrade increased by $3m in Years 1-10 based on latest estimates of likely construction costs. Additional
staging of construction has been added from Year 13 onwards for disposal field extension land purchase, construction and installation of
associated infrastructure.

Hukutaia wastewater infrastructure brought forward from Year 4 and 5 up to Year 3.

Stormwater

Tarawa Creek Flood storage area project brought forward by several years from Year 11 to Year 2 and 3.
Tarawa Creek pump station brought forward to Year 3 to coincide with the above project.

Added a larger diameter stormwater renewals programme as this was previously overlooked in current renewal programme. This is an additional
S1m in Years 1-10.

King Street culvert upgrade project added in Year 3 $S0.5m.

Hukutaia stormwater infrastructure brought forward from Year 4 and 5 up to Year 3.

Subsequent to the T&T capex review (February 2025), the ODC technical team made some subsequent revisions (in March 2025) to this to allow for (i)
a smoothed capex delivery programme, (ii) removal of nice to have projects. Through the FY26 Annual Plan, $507k of investment in the Opotiki town
wastewater treatment plant was deferred from FY26 to FY27 to reflect Council’s evolving understanding of project timing. The overall amount of
capex remained at $69.9M over the 10-year period. Details of these changes and the assurance that the capex delivery programme remains compliant
is captured below.
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Water supply

Rephased $5.7M water renewals, originally over period 2028 — 2030, now phased between 2028 — 2050. This resulted in a reduction of S4M in the
2024-2034 time period. The adjustments do not effect compliance related matters but reflect a balancing of the investment profile where
opportunity to balance out the investment profile is reasonable. The overall investment in renewals remains the same, however this has been
profiled over a longer time period.

Removed new water services depot, this is a ‘nice to have’ project and not required for any compliance. This resulted in a reduction of $1.5M in
the 2024-2034 time period.

Wastewater

No change

Stormwater

Rephased $5.6M Hukatia SW, originally over period 2034 — 2038, now phased between 2045 — 2053. This resulted in a reduction of $1M in the
2024-2034 time period. Adjustments reflect assumptions with regard to growth and strategy for stormwater investment. The timing of this will
continue to be refined as growth unfolds.

Rephased $2.4M Flood Water Storage — Tarawa Creek, originally over period 2026 — 2027, now phased between 2035 — 2036. This resulted in a
reduction of $2.4M in the 2024-2034 time period. Investment has prioritised stormwater conveyance investment which has been brought forward
and subsequently storage investment has been moved further out.

Brought forward funding for Tarawa Creek pump station, originally over period 2031 — 2033, now phased between 2026 —2028. This resulted in

no change to the budgets in the 2024-2034 time period. Bringing forward the Tarawa Creek Pumpstation project is key to the combined
stormwater and wastewater strategy, addressing inflow and infiltration which is a key consideration for unlocking growth and improving LOS for

the community.

Projected investment in water services is shown below. Numbers are shown in Sk and inflated over time.
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Table 24. Projected investment in water services

Total projected investment in water services 2,895

Projected investment in water services FY2024/25 | FY2025/26 | FY2026/27 | FY2027/28 | FY2028/29 | FY2029/30 | FY2030/31 | FY2031/32 | FY2032/33 | FY2033/34
Drinking Water

Capital expenditure - to meet additional demand 0 0 0 58 0 0 0 0 0 0
Capital expenditure - to improve levels of services 105 119 970 329 0 153 1,322 891 917 0
Capital expenditure - to replace existing assets 454 778 1,103 1,654 929 1,419 1,246 855 656 876
Total projected investment for drinking water 559 897 2,074 2,041 929 1,572 2,568 1,745 1,573 876
Wastewater

Capital expenditure - to meet additional demand 280 456 699 1,457 2,751 2,310 840 1,056 1,612 1,245
Capital expenditure - to improve levels of services 317 469 834 1,178 1,305 814 840 919 964 992
Capital expenditure - to replace existing assets 857 1,029 2,180 2,649 2,828 2,778 2,373 1,081 1,131 1,162
Total projected investment for wastewater 1,454 1,953 3,713 5,284 6,884 5,902 4,053 3,056 3,707 3,398
Stormwater

Capital expenditure - to meet additional demand 0 0 0 0 579 598 617 0 0 1,338
Capital expenditure - to improve levels of services 306 806 519 14 0 0 237 1,167 1,923 224
Capital expenditure - to replace existing assets 576 699 567 259 256 208 342 1,246 2,015 1,225
Total projected investment for stormwater 882 1,505 1,086 273 835 807 1,197 2,413 3,938 2,786

7,818 7,215 9,218

Historical delivery against planned investment

The Council went through a period of under-delivering against capital budgets over the past six years. Constraints to delivery include:

e Supply chain disruptions following the COVID-19 pandemic introduced widespread disruption.

e Cost escalations have been material, particularly post-COVID leading to a divergence of budget forecasts and actual tendered prices, creating
delays and carry-overs between years for investment.

e Securing consents in a timely manner from Bay of Plenty Regional Council has been challenging.

e Project complexity and asset maturity have led to some challenges, with the Council continually seeking to improve practices. This includes
insufficient preliminary investigations, such as ground condition assessment and land purchases, prior to actual detailed design and construction

commencement. The Council is implementing new practices to mitigate this issue in future.

e Internal capacity - A key factor contributing to the limited delivery of capital works has been natural loss of internal critical institutional
knowledge. This has necessitated a period of rebuilding internal capability and re-establishing operational understanding, which has impacted

project momentum
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Table 25. Historic delivery against planned investment

Renewals investment for water services ($000)

Total investment in water services ($000)

Delivery against planned investment FY2024/25 FY21/22 - FY23/24 FY18/19 - FY20/21 Total FY2024/25 FY21/22 - FY23/24 FY18/19 - FY20/21 Total
Total planned investment (set in the relevant LTP) $1,068 $4,216 $12,041 $17,325 $2,617 $15,395 $18,581 $36,593
Total actual investment $568 $3,568 $4,075 $8,211 $661 $8,385 $6,098 $15,144
Delivery against planned investment (%) 53% 85% 34% 47% 25% 54% 33% 41%

Looking ahead

The WSDP investment profile represents a significant uplift compared with historic capital delivery levels, reflecting both the growing needs of the
district and the increased expectations for water service performance. See Financial template, investment tab for details of the planned investment

and list of specific capex projects.

To improve capex delivery (going forward) ODC is planning to:

e Update the asset management framework: to improve the way assets are managed, and services are delivered.

e Deliver against a programme delivery improvement plan: Clear action

e Communicate programme clarity and market commitment: Establishing a clear, forward-looking programme of work with strong assurance
that it will be brought to market in a timely and consistent manner.

e Ensure clear and accessible procurement: Procurement processes are fit for purpose, well-communicated, and easy for contractors to engage

with.

e Build positive relationships: Work well with our contractors by being clear, fair, and easy to deal with.
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Part C: Revenue and financing arrangements

Revenue and charging arrangements

Revenue and charging arrangements

Charging and billing arrangements

Current charging approach
Currently Council fund services via a combination of general and targeted rates across the district. For three water services, the following rating types

are relevant:

e District wide: general rate based on property capital value and Uniform Annual General Charge (UAGC).
e Targeted rates for water supply and wastewater differentiated by scheme.
e Metered water rate consumption charges for water supply.

e Targeted rates for communities of interest: which covers residential, rural and commercial (with stormwater listed as a relevant service rated for).

The Council’s 25/26 Annual Plan sets out the approach to charging for water services from page 105.

Water supply rates

A targeted rate is set under section 16 of the Local Government (Rating) Act 2002 for water supply operations of a fixed amount per separately used
or inhabited part of a rating unit or per rating unit.

The purpose of this rate is to fund water supplies for Opotiki/Hukutaia, Te Kaha and Ohiwa, as well as to fund the maintenance, operation and capital
upgrades of water supplies and treatment in those parts of the district where these systems are provided.

The rate is subject to differentials as follows:

e Acharge per separately used or inhabited part of a rating unit connected in the Opotiki/Hukutaia, Te Kaha and Ohiwa communities.

e A half-charge per rating unit which is serviceable in the above locations.
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For this rate:

e “Connected” means a rating unit to which water is supplied.

e “Serviceable” means a rating unit to which water is not being supplied, but the property is situated within 100 metres of any part of the water
scheme.

Rates for the 25/26 year are shown in the following table.

Table 26. Water supply rates

Connected Serviceable

Opotiki and Hukutaia $597.18 $298.59
Te Kaha $456.56 $228.28
Ohiwa $695.73 $347.86

Metered water rate

A targeted rate under Section 19 of the Local Government (Rating) Act 2002 per cubic metre of water supplied, as measured by cubic metre, to any
property that is connected to one of the water supplies in Opotiki, Te Kaha or Ohiwa Districts.

Table 27. Metered rates up to 2m3

Any property that is connected to the Opotiki, Te Kaha or Ohiwa Water supplies, where there is a water meter, the metered volumes of water used shall be
charged to the following rates per cubic meter, for average daily use up to 2m?

Opatiki $0.88/m?
Te Kaha $1.55/m3
Ohiwa $1.67/m3

High volume use

Table 28. Higher volume metered rates

Any property that is connected to the Opotiki, Te Kaha or Ohiwa Water supplies, where there is a water meter, the metered volumes of water used shall be
charged using the following rates per cubic metre, for average daily use between the following thresholds:
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Sewerage rates

Opatiki

2m3to 3.5m? $1.33
3.5m*to 4.5m? $1.76
4.5m3to 10m3 $2.20
10m3+ $2.64
Te Kaha

2m3to 3.5m? $2.33
3.5m*to 4.5m? $3.09
4.5m3to 10m3 $3.88
10m3+ $4.66
Ohiwa

2m3to 3.5m? $2.33
3.5m3to 4.5m? $3.09
4.5m3to 10m? $3.88
10m3+ $4.66

A targeted rate is set under Section 16 of the Local Government (Rating) Act 2002 for the Council’s sewerage disposal function of fixed amounts in

relation to which the Council’s sewage disposal service is provided or available as follows:

The purpose of this rate is to fund the maintenance, operation and capital upgrades of sewerage collection, and treatment and disposal systems in

those parts of the district where these systems are provided.

This rate is subject to differentials as follows:

A charge of per separately used or inhabited part (SUIP of a rating unit connected.
A charge per pan within the separately used or inhabited part of a rating unit for each pan where there are multiple connections.

A charge per rating unit where the service is available but not connected.
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For this rate:

e “Connected” means the rating unit is connected to a public sewerage system.

e “Available” means the rating unit is not connected to a public drain, but the property is situated within 30 metres of such a drain.
e Arating unit used primarily as a residence for one household is treated as not having more than one pan

e For multiple connections each pan will be rated at 80 percent of the full charge.

e A separately used or inhabited part that is connected to a public sewerage system will be charged either the connected rate or the multi-
connection rate.

For the 2025/26 year these rates will be:

Table 29. Sewerage rates
Sewerage Rates

Connected | Serviceable | Multi-connection

Opotiki $631.81 $315.91 $505.45

Waihau Bay | $1,079.87 $539.94

Waiotahe Wastewater Extension Charge

A targeted rate set under Section 16 of the Local Government (Rating) Act 2002 for each rating unit connected to the wastewater extension on State
Highway 2, Opotiki, of $4,039.95 per rating unit. This covers the loan cost for the capital works involved in providing the extension to the properties
following a formal request to Council to provide the infrastructure ahead of schedule.

Targeted rates, communities of interest, and stormwater charging

Lump sum payments will not be invited for targeted rates. These are generally done by Councils to fund capital projects and come with complexities
that would require ongoing management. We would however consider these in the future should there be a request from the community.

Communities of interest

A targeted rate set under section 16 of the Local Government (Rating) Act 2002 for specific groups of ratepayers that receive a greater benefit from
certain activities. The rate is set differentially on all rateable rating units as follows:
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e Residential communities of interest — for the 25/26 year this rate will be $113.28. This funds activities including litter control, playgrounds,
compliance, economic development, animal control, and stormwater.

e Rural communities of interest — for the 25/26 year this rate will be $52.18. This funds activities including rural stormwater, cycleways, economic
development, compliance, and rural litter control.

e Commercial/industrial communities of interest - for the 25/26 year this rate will be $1,836.68. This funds activities including cycleways, litter
control, stormwater, economic development, compliance, property, tourism, and health.

While Council delivers services through an inhouse business unit

Council will decide whether to pursue a joint water services organisation in early-2027 and will continue to deliver services through an inhouse
business unit until 30 June 2028 at the earliest. The general approach to revenue collection will continue through this period. Water services revenue
will be ring-fenced and tracked with separate General Ledger codes in the Council’s accounting systems. The stormwater component of the targeted
rate for communities of interest will be made separately identifiable on invoices and ring-fenced accordingly. Council will investigate storing revenues
for each water in separate bank accounts.

Council understands the financial principles in the Local Government (Water Services) Bill require:

e Council to spend revenue from water services on providing water services
e revenue to be sufficient to sustain long-term investment in providing water services
e revenue to be transparent

e Council to be accountable to community

Therefore:

e water revenues must be separately identifiable from other revenues
e Council must have sufficient internal controls around water revenue

e cashflows for water services must be tracked and reconciled with cash balances retained for future spending on water services.

Page 75 of 126



e Water revenue will be separately identifiable on the Council’s balance sheet. Separate bank accounts will be established for revenues relating to
each water.

The Implementation Plan describes the steps that the Council will take to comply with the ring-fencing requirements.

Water services revenue requirements and sources

Revenue requirements

The revenue required under the Plan for all three waters is set out in the financial template and reproduced below.

Table 30. Revenue required under this Plan

FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31 FY31/32 FY32/33 FY33/34

General rates 1,286 1,363 1,616 1,883 2,128 2,419 2,695 3,003 3,346 3,727

Targeted rates 2,903 3,230 3,576 3,916 4,261 4,700 5,238 5,837 6,505 7,248

Subsidies and grants for
operating purposes

Local authorities fuel tax,
fines, infringement fees 0 0 0 22 23 24 25 25 26 27
and other receipts

Fees and charges 0 0 5 6 6 6 6 6 7 7
Total operating funding 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 9,883 11,009
Other revenue 184 1,221 468 810 2,535 2,446 441 1,062 0 2,589
Total revenue 4,372 5,815 5,665 6,637 8,953 9,595 8,405 9,934 9,883 13,598

Based on current forecasts, Council anticipates water services operating revenues to comfortably exceed water services operating expenses (excluding
depreciation) over the 10-year period of this Plan. This generates cash surpluses every year. When including depreciation, operating surpluses are still
realised every year except FY25.

Table 31. Operating surpluses under this Plan

FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31 FY31/32 FY32/33 FY33/34

Operating revenue 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 9,883 11,009
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Other revenue 184 1,221 468 810 2,535 2,446 441 1,062 0 2,589

Total revenue 4,372 5,815 5,665 6,637 8,953 9,595 8,405 9,934 9,883 13,598
Operating expenses 2,224 2,131 2,056 1,969 2,118 2,306 2,344 2,256 2,760 2,731
Finance costs 658 640 832 1,076 1,282 1,525 1,769 1,985 2,373 2,244
Overheads and support costs 753 771 805 830 852 873 888 902 916 934
Depreciation & amortisation 1,713 1,743 1,799 1,874 1,937 2,035 2,106 2,166 2,306 2,392
Total expenses 5,348 5,285 5,492 5,749 6,189 6,739 7,107 7,309 8,354 8,302
Net surplus / (deficit) (976) 530 174 887 2,764 2,857 1,297 2,625 1,528 5,296
:Se;’:t':a“c’” of infrastructure 1,683 0 4,100 0 4,601 0 5,311 0 5,960 0
Total comprehensive income 707 530 4,274 887 7,366 2,857 6,608 2,625 7,488 5,296
el L e 737 2,273 1,973 2,761 4,701 4,892 3,403 4,791 3,834 7,688

operations (excl depreciation)

Sources of revenue

Water supply, wastewater and stormwater services are currently funded through the following revenue sources:
e General rates

e Targeted rates

e Fees and charges

e Financial contributions

e Grants and subsidies.

Rates, fees and charges contribute to operating funding.
Financial contributions, subsidies and grants contribute to capital funding.

Revenues of $10.99m for development contributions are provided for in the Council’s LTP and in the WSDP financial model. Council is currently
embarking on a project to introduce a development contributions policy\levy at ODC.

Charging and collection methodology

Charging and collection is currently done through rates invoices.
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As ring-fencing is established, charges for water services will be clearly identifiable on rates invoices.

Existing and projected commercial and industrial users’ charges

Information on the approach to collection and charging for residential and non-residential consumers is provided above.

There is no distinction between residential and commercial volumetric charging. As outlined in our Fees and Charges Schedule, all properties
connected to our water supplies are charged a rate per cubic metre for average daily use. When daily usage exceeds 2m?3, a tiered volumetric pricing
structure with corresponding rates is applied. In general, it is unlikely that a residence will use more than 2m? in a day. Some commercial entities will.

There is a separate charge for bulk water take from hydrants.

Water meter charges and charges for bulk water take from hydrants are set out above in the Charging and Billing Arrangements section.

Existing and projected commercial and industrial users’ charges

Approximately 10,500 people live in the Opatiki District. Each year they are joined by more than 30,000 visitors. Just under half of the resident
population lives in the Opotiki township with the remainder living in smaller outlying communities. There are 20 marae in the district, which are a
focal point for local communities, along with a number of strong farming, lifestyle and coastal settlements.

The median household income and median personal income were both lower than the national average. The unemployment rate is higher than the
national average.

These factors mean Council is very concerned about the affordability of projected water charges.

Average water related charges per connection are projected to increase from $2,175 in FY25 to approximately $5,485 in FY34, representing an
increase of 204% over the ten-year period. This is a significant increase and could present affordability challenges to some ratepayers in the outer
years of the Plan. This is one reason the Council has committed to explore forming a joint water services organisation with Rotorua Lakes Council,
Whakatane District Council, and Kawerau District Council.

Water charges as a percentage of average household income grow over the ten-year period, from 3.0% in FY25 to 5.5% in FY34.
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The affordability of services will be a central consideration in all future planning and investment decisions. It will be a key consideration for Council
regarding whether it decides to form a multi-council water services organisation in partnership with Rotorua, Whakatane and Kawerau district
councils.

Average water charges per connection are shown below.

Table 32. Average charge per connection

FY24/25 FY25/26 ‘ FY26/27 FY27/28 FY28/29 FY29/30 FY30/31 FY31/32 FY32/33 FY33/34
Average water supply bill (including GST) 804 894 927 919 917 903 999 1,104 1,220 1,349
Average wastewater bill (including GST 812 894 1,063 1,303 1,536 1,863 2,058 2,274 2,513 2,777
Average stormwater bill (including GST) 559 519 634 739 826 912 1,008 1,114 1,230 1,359
Average charge per connection (including GST) 2,175 2,307 2,624 2,960 3,278 3,678 4,065 4,492 4,964 5,485
Projected increase 20.5% 6.1% 13.7% 12.8% 10.7% 12.2% 10.5% 10.5% 10.5% 10.5%
Water services charges as % of household income 3.0% 3.0% 3.3% 3.6% 3.9% 4.2% 4.5% 4.8% 5.2% 5.5%

Funding and financing arrangements

Funding and financing arrangements

Water services financing requirements and sources

Borrowing requirements

Over the forecast period, water services in the Opotiki District are forecast to require $69.96 million in capital investment to meet regulatory, growth,
service level, and renewal obligations. To support this investment, borrowing of approximately $32.9 million is required, with the remaining funding to

come from water services revenue and development contributions. The table below identifies net debt by individual water service.

Table 33. Net debt by individual waters

FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31 FY31/32 FY32/33 FY33/34
Water supply net debt 6,103 6,334 7,678 9,024 9,445 10,752 12,666 13,762 14,546 14,652
Wastewater net debt 9,957 11,171 13,950 17,601 21,312 23,823 26,634 26,787 28,786 27,713
Stormwater net debt 5,157 5,795 6,571 6,411 6,225 5,797 5,485 6,660 9,260 9,600
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Borrowing limits

Whole of Council

Whole of Council debt is managed within the following limits.

Table 34. Opotiki District Council debt limits

Item Council (LGFA) limit

Net external debt / Total revenue — LGFA covenant <175%
Net external debt / Total revenue — internal policy <150%
Net interest on external debt / Total revenue <20%
Net interest on external debt / Annual rates income <25%
External, term debt + committed bank facilities + unencumbered cash/cash equivalents to exiting external debt | >110%

Water debt

Council does not have a separate borrowing limit for water services as borrowing requirements for water activities are combined with other activities
and managed at a whole-of-council level. However, the financing strategy adopted for this water services delivery plan targets 500% water services
debt to revenue in the long-term.

Water services working capital requirements
As water services are a business unit of Council the Council will provide cashflow liquidity.

No separate water cash reserves are needed as the net cash requirement is offset against water services debt (added or subtracted based on net cash
per each water services cashflow statement).

Projected borrowings against limits

Projected borrowings are comfortably within the whole-of-Council debt to revenue limit established by the LGFA covenant. However, it takes some
years before the 500% water services debt to revenue target ratio is reached for water services. Borrowing is broadly consistent with the Council’s
whole-of-Council internal debt-to-revenue limit, noting that whole-of-Council debt reaches 150% of revenue in FY32 before subsiding.
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Debt repayment strategy

The Council will utilise debt financing for long-lived capital expenditure, such as infrastructure upgrades and compliance-driven projects. Short-term
liquidity needs may also be met through borrowing; however, operating costs will be funded through water revenues. This approach supports
intergenerational equity and aligns with sound financial management principles.

While the Council’s forecasts are structured to show debt aligned with investment needs, rather than explicitly modelling principal repayments, the
debt strategy assumes the use of the ratio of net debt to total revenue as the primary mechanism for managing debt over time.

In practice, this means the Council will treat its debt portfolio as a flexible facility to support ongoing investment, while using excess operational
cashflows to manage debt within overall LGFA covenant limits. The focus will be on maintaining liquidity, servicing interest costs comfortably, and
ensuring that debt levels remain aligned with long-term revenue capacity, infrastructure need, and intergenerational equity.

The tenor of new borrowings will depend on the best deals available to the Council when borrowing is undertaken.
Council will manage interest rate and refinancing risk through:

e regular engagement with the LGFA

e use of interest rate swaps, hedging instruments, forward rate agreements, interest rate options, and other tools
e using interest rate control limits

e spreading debt across financial institutions and maturity dates

e managing variable debt to appropriate percentage levels

e dealing with and investing in credit worthy counterparties

e evaluating project finance options on their merits.

Internal borrowing arrangements

Internal borrowing is actively managed within the Council’s financial system.
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Internal borrowing will be separately tracked against water activities. Interest on internal debt balances will be attributed to water services on an
“arm’s length” (commercial) basis based on the average of the council’s cost of borrowing. Council will ensure there is a sufficient breakdown of costs
and revenues in a newly set up separate chart of accounts within its General Ledger to enable full sets of auditable financial statements to be
produced, with the intention that the Council will be in a position to meet ring-fencing and separated reporting requirements by 1 July 2026.

However, any internal borrowing will be on an unsecured basis.

Determination of debt attributed to water services

The opening debt balances have been taken from the FY23/24 Annual report. Council currently borrows from LGFA directly and allocates that
borrowing to the respective activities within Council. Debt attributable to water services is tracked through internal borrowings. The ledger has loans
tracked by year of drawdown and cost centre. The total value of debt for water services as of 30 June 2024 was $19.1 million comprising:

e 5$5.9 million for water supply
e $8.7 million for wastewater

e S$4.6 million for stormwater.

Water services net debt to operating revenue at 30 June 2024 was 562%.

This matches the water serves debt identified in the notes to the 2023-24 Annual Report. The debt allocated to each of drinking water, wastewater
and stormwater is readily available and has been included in the relevant forecasts. Actual year end closing balances will be used to determine
opening balances in support of the transfer of assets and liabilities following the completion of the current financial year and preparation of Council’s
Annual Report.

Insurance arrangements

Overview

Opoatiki District Council confirms it has the necessary insurance policies expected of an asset owning water services organisation.
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ODC is part of the Bay of Plenty Shared Services (BOPLASS)?! group of councils. The appointed broker for BOPLASS, currently AON, arranges cover
based on the information provided. The main policies impacting on water services are material damage (above ground assets), Infrastructure (below
ground assets) and Professional Indemnity. Cover is based on full replacement cover for above and below ground assets. The cover for infrastructure
(below ground) assets takes into consideration the financial assistance available from the Government in the event of a disaster that meets the
appropriate threshold.

The infrastructure schedule of values is reviewed before submission to AON for annual cover renewal. This review includes removal of
decommissioned assets, addition of newly capitalised assets and an inflationary provision to ensure replacement values are appropriate. To add rigour
to these numbers, Council has a regular revaluation to ensure that our data is current and accurate which is critical in a claim scenario. The last
revaluation was held in 2024, so we are confident of the quality of our values.

ODC, in conjunction with other BOPLASS councils, has commissioned AON to carry out a loss modelling exercise. Results are expected shortly after this
plan is submitted. The loss modelling exercise focuses on underground assets and the probability of various possible catastrophic events. This work in
progress will test the current limits and sub-limits that ODC has as part of the group policy in quantifying the financial impact of uncertain
environmental events of a range of natural disasters in insurance claim scenarios.

Roles and delegations

Every year a summary of insurance policies held is presented to the Risk and Assurance Subcommittee of the Council.
ODC'’s Financial Services division attends meetings with the BOPLASS group of councils on insurance.

All notifiable events get reported to Council’s Finance Team. The Finance Team then notifies AON.

1 BOPLASS Ltd is a company owned by nine councils — Bay of Plenty Regional Council, Rotorua Lakes Council, Western Bay of Plenty District Council, Kawerau District Council,
Tauranga City Council, Opatiki District Council, Whakatane District Council, Taupo District Council and Gisborne District Council. The company has been established to promote
shared services between local authorities in the Bay of Plenty/Gisborne regions and elsewhere.
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Part D: Financial sustainability assessment

Confirmation of financially sustainable delivery of water services

Financially sustainable water services provision

Confirmation of financially sustainable delivery of water services by 30 June 2028

Opotiki District Council can confirm that it will be financially sustainable as an in-house business unit ahead of the required date of 30 June 2028.
Confirmation of financial sustainability includes confirmation that Council has:

¢ Investment sufficiency through a capital programme described above and produced with the help of independent consultants Tonkin + Taylor that
includes sufficient investment to meet regulatory requirements and provide for a combination of improving levels of service, accommodating
growth, and renewals.

e Revenue sufficient to cover the costs of operating water services including debt servicing costs.
¢ Financing sufficient to fund the capital programme, within the debt limits and financial covenants agreed with LGFA.

Details and evidence of financial sustainability are included in the remaining sections of Part D.

Investment Sufficiency

The WSDP includes $69.96 million in forecast capital investment over the 10-year period. This programme includes:

e Renewals to maintain existing levels of service and asset reliability.
e Upgrades to achieve compliance with drinking water standards and to improve network resilience.

e Growth-related projects to service projected increases in demand.

The investment profile is staged, prioritising critical assets and projects with immediate regulatory drivers.
The capital programme was developed with Tonkin + Taylor. The Tonkin + Taylor report is appended to this Plan.

It is noted that the capital profile across the WSDP period is lumpy, reflecting a renewals programme that reflects the lifespan of the assets.
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Revenue Sufficiency

Council projects to generate sufficient revenue to meet the full cost of water services delivery, including operating expenditure, asset renewals, and
debt servicing. Total operating revenue is projected to increase year-on-year throughout the ten years of the Plan. This drives the projection for
operating deficits to reduce over the first three years of the Plan, before operating surpluses are returned from FY28, increasing year-on-year to FY34.
Similarly, the operating cash ratio is projected to increase from 6.7% in FY24 to 66.7% in FY34. In general, the revenue metrics show constant
improvement in financial health over the ten-year period of this Plan, setting Council up to sustainably deliver water services in the next decade and
beyond.

For OCDC, average water charges per connection are forecast to increase from around $2,175 in FY25 to around $5,485 in FY34 (in nominal terms).
This is a significant increase. While cost per connection is not part of the assessment of revenue sufficiency under the Act, affordability is an important
consideration for the Council and one reason Council has committed to exploring a joint water services organisation with neighbouring councils and
making a decision on whether to form a joint WSO by early-2027. The revenue projections:

e are based on revenue required to meet the investment profile the Council developed with Tonkin + Taylor.

e meet additional operating costs included for Council to ensure adequate allowance for overheads, financing costs, and additional costs associated
with exploring whether to establish or join a joint water services organisation. A copy of the underlying assumptions can be found in the Additional
information section.

Financing Sufficiency

Over the WSDP period, nearly $70 million of capital investment is forecast. Total net water borrowings peak at $52.6 million in FY33 (before reducing
slightly to $52 million in FY34). The Council can manage the borrowing required within its borrowing limits as presented later in this Part and Part E of
the WSDP.

Borrowing will be undertaken through the LGFA. Council can access whole-of-Council debt up to 175% of net revenue. The projection presented in this
Plan ensures whole-of-Council debt reaches but does not exceed 150%, leaving adequate debt headroom to deal with unexpected events.

Actions required to achieve financially sustainable delivery of water services

All water services will achieve financial sustainability requirements by 30 June 2028. No additional actions are required to achieve financial
sustainability of water services by 30 June 2028 beyond the steps already provided for in the Implementation Plan.
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The WSDP demonstrates a price path that increases average water charges per connection (in nominal terms) to ensure from $2,175 in FY25 to $5,485
in FY34 with revenues sufficient to deliver growing operating surpluses (and operating surplus ratios) from FY28. This is a significant increase and
could present affordability challenges to some ratepayers in the outer years of the Plan. This is one reason the Council has committed to explore
forming a joint water services organisation with Rotorua Lakes Council, Whakatane District Council, and Kawerau District Council. Revenue is sufficient
through the WSDP period to:

e Cover operating expenses, depreciation, finance costs and overheads across the ten-year period of the Plan
e Ensure alignment with ringfencing and financial reporting requirements under the Local Water Done Well framework
Investment sufficiency is met with capital investment over the forecast period targeted to meet levels of service, renewals, comply with regulatory

requirements, and accommodate moderate growth. Investment is “lumpy” across the years of the Plan, reflecting when investment needs arise.
Tonkin + Taylor worked with Council on the investment profile to ensure it is sufficient to meet the needs described above.

Financing sufficiency is also met, with forecast debt levels projected to remain well below Council’s LGFA borrowing limit. Water supply, wastewater,
and stormwater debt will each be separated from general council debt as part of the transition to a ringfenced structure.

Actions required to achieve financially sustainable delivery of water services

All water services will achieve financial sustainability requirements by 30 June 2028. No additional actions are required to achieve financial
sustainability of water services by 30 June 2028 beyond the steps already provided for in the Implementation Plan.

The WSDP demonstrates a price path that increases average water charges per connection (in nominal terms) to ensure from $2,175 in FY25 to $5,485
in FY34 with revenues sufficient to deliver growing operating surpluses (and operating surplus ratios) from FY28. Revenue is sufficient through the
WSDP period to:

e Cover operating expenses, depreciation, finance costs and overheads across the ten-year period of the Plan

e Ensure alignment with ringfencing and financial reporting requirements under the Local Water Done Well framework

Investment sufficiency is met with capital investment over the forecast period targeted to meet levels of service, renewals, comply with regulatory
requirements, and accommodate moderate growth. Investment is “lumpy” across the years of the Plan, reflecting when investment needs arise.
Tonkin + Taylor worked with Council on the investment profile to ensure it is sufficient to meet the needs described above.
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Financing sufficiency is also met, with forecast debt levels projected to remain well below Council’s LGFA borrowing limit. Water supply, wastewater,
and stormwater debt will each be separated from general council debt as part of the transition to a ringfenced structure.

Risks and constraints to achieving financially sustainable delivery of water services

While the Water Services Delivery Plan sets a credible path to financial sustainability by 30 June 2028, there are several risks that could affect this set

out in the table below.

Table 35. Risks and mitigations

Risk Mitigation

Cost escalation

There is a risk that actual costs, particularly for large and/or new projects, may exceed
estimates. Factors contributing to this include rising construction costs, increased
material and labour prices, and changes in project scope due to unforeseen
requirements.

Council will manage this risk through:

e continuing to explore opportunities for joint procurement, working
with the other members of BOPLASS

e meetings with local contractors to tell them about works coming
up so they can prepare competitive bids

e capital delivery controls, e.g.
o robust project governance and oversight
o strong project execution plans
o monitoring and reporting of project progress.

Inflation and interest rate volatility

Higher-than-forecast inflation or adverse interest rate movements may increase the
cost of borrowing, placing upward pressure on water charges. Rapid rate increases or
extended high-rate environments could affect financial sustainability and constrain
future capital investment, or lead to price increases.

Council will manage this risk through:
e regular engagement with the LGFA

e use of interest rate swaps, hedging instruments, forward rate
agreements, interest rate options, and other tools

e using interest rate control limits

e spreading debt across financial institutions and maturity dates
e managing variable debt to appropriate percentage levels

e dealing with and investing in credit worthy counterparties

e evaluating project finance options on their merits.

Revenue constraints and affordability pressure

Council will manage this risk through:
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Projected price paths are designed to balance cost recovery with community
affordability. However, sustained increases in charges may encounter public resistance,
particularly among fixed-income households. Any delays or political adjustments to
planned price increases could create funding shortfalls.

education and communications to advise the community of legal
requirements, the benefits of higher prices (i.e. the enablement of
more investment), and ensuring Council is not constraining growth

continuing to explore the formation of a joint water services
organisation.

Regulatory or compliance shocks

New or revised drinking water, wastewater, or stormwater regulations could trigger
additional unplanned investment. More stringent compliance measures introduced
within the forecast period could impact both operating costs and capital priorities. In
particular, the incoming Wastewater Standards have not been finalised at the time of
writing. This Plan has been prepared on the assumption that the Wastewater Standards
will undergo no more than minimal changes before they are finalised.

Council will manage this risk through:

providing dedicated resourcing for regular engagement with
regulators

staying up to date with technological changes and water sector
developments that could help Council meet requirements in more
affordable or comprehensive ways.

Supply chain and delivery constraints

Availability of skilled staff, contractors, engineers, and materials could impact the
Council’s (and WSQ'’s) ability to deliver the operational programme and/or capital
programme on time. Delays can lead to cost inflation and deferment of service
improvements.

Council will manage this risk through:

meetings with local contractors to tell them about works coming
up so they can ensure they have the right resources

being clear about the programme of capital works and upcoming
operational projects so parties can confidently allocate resources

developing innovative procurement policies, particularly where
shared services are possible.

Incomplete or evolving asset data

Investment decisions are based on the best available asset condition data, but gaps or
outdated information could lead to misalignment between investment timing and
actual asset needs. This could result in inefficient allocation of capital or emergency
spending.

Council will manage this risk by:

running regular asset condition assessments.

Issues within other councils

Up to four councils need to collaborate to explore a joint WSO. A delay or distraction
within a potential partner council could delay exploration work yet be out of the direct
control of ODC.

Council will manage this risk by:

meeting regularly with potential partner Councils as a working
group to progress the investigation into forming a joint water
services organisation.
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Financial sustainability assessment — revenue sufficiency

Assessment of revenue sufficiency

Projected water services revenues cover the projected costs of delivering water services

Projected water services revenue and expenses
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Average projected charges for water services over FY2024/25 to FY2033/34

The table below summarises the projected average charge per connection for three waters in the Opatiki District over the period of this Plan.

Table 36. Average charge per connection for three waters in the Opotiki district

Projected average

chargeper FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
connection / rating

unit (including GST)

Drinking water $804 $894 $927 $919 $917 $903 $999 $1,104 $1,220 $1,349
Wastewater $812 5894 $1,063 $1,303 $1,536 $1,863 $2,058 $2,274 $2,513 $2,777
Stormwater $559 $519 $634 $739 $826 $912 $1,008 $1,114 $1,230 $1,359
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'c';::fgfe In average 20.5% 13.7% 12.8% 10.7% 12.2% 10.5% 10.5% 10.5% 10.5%

The assumptions underpinning the figures in this table are:

e For median household income, we have taken the figure calculated from 2023 Census data and applied an allowance of one percentage point for
labour productivity growth above consumer price index inflation projections used by Council.

e To project the number of connections we took the actual number of connections in 23/24 and applied a percentage annual increase based on
historical averages:

o 0.85% for drinking water
o 1.14% for wastewater
o 1.14% for stormwater.
e All connections are included in the modelling, e.g. residential and non-residential.

Projected operating surpluses/(deficits) for water services

Operating surplus ratio at the three waters level is presented in the table below.

Table 37. Operating surplus ratio

Operating

surplus/(deficit) excluding

capital revenues — (1,159) (691) (294) 78 229 411 857 1,563 1,528 2,708
combined water services

(Sk)

Operating revenue —
combined water services 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 9,883 11,009
($k)
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Operating deficits

The financial model delivers operating deficits starting at 27.7% of operating revenue in FY25 and decreasing over the first three years of the Plan until
an operating surplus of 1.3% of operating revenue is delivered in FY28. The operating surplus ratio continues to increase for the remainder of the ten-
year period, reaching 24.6% in FY34. This reflects the significant increase in operating revenue collected over the duration of the Plan.

Inclusion of full depreciation expenses in operating costs contributes to operating deficits in the early years of the Plan.

The decreasing deficits and subsequent achievement of surplus show water services are on a stable financial footing.

Depreciation recovery policy
Council currently aims to fully fund depreciation on water services assets through operating revenues. However, the Council also considers the level of

revenue required to adequately fund renewals, taking into account actual asset condition.

The depreciation expense modelled is based on Councils 2024-34 LTP as adjusted (increased) by the uplift in the expense in the 2023-24 annual
report, caused by the addition of $10m of vested assets, which was not provided for in the 2024-34 LTP.

Use of surpluses

Where an operating surplus is generated, it will be retained within the water activity to support the renewal of existing infrastructure and reduce
reliance on borrowing. Financial projections in this Plan assume that cash surpluses are applied against internal borrowing balances.

Rationale for operating deficits

Operating deficits in the first few years are considered appropriate given the following:
e Depreciation is included in costs, but not fully funded in cash terms
e The use of some debt funding for significant renewals spreads costs across generations, in line with the intergenerational equity principle

e Planned deficits are within prudent levels, decrease over time until surplus is reached, and are supported by sufficient borrowing capacity.

Projected operating cash surpluses for water services

Operating cash ratio at the three waters level is presented in the table below.
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Table 38. Operating cash ratio

Operating cash ratio
(whether revenues cover FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
costs)

Operating
surplus/(deficit) +
depreciation + interest 1,212 1,692 2,337 3,028 3,448 3,970 4,732 5,714 6,207 7,344
costs - capital revenues
($k)

Operating revenue —
combined water services 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 9,883 11,009
($k)
Operating cash ratio 28.9% 36.8% 45.0% 52.0% 53.7% 55.5% 59.4% 64.4% 62.8% 66.7%

Operating Cash Ratio is a financial metric that measures an entity’s ability to pay off its current liabilities using the cash generated from its core
business operations.

Operating cashflows

The projected operating cash ratio for three waters generally improves throughout the forecast period, starting at 28.9.2% in FY25 and rising to 66.7%
in FY34. This indicates that operating activities are forecast to generate stronger results year-on-year, starting with reduced operating deficits until an
operating surplus is reached (as per above). High cash operating surpluses are needed to fund the significant levels of capital investment planned over
the 10 year period, while keeping borrowing to acceptable levels.

Operating surpluses/(deficits) + depreciation + interest costs — capital revenue follows this trajectory, improving from $1.2 million in FY25 to $7.3
million in FY34.

These figures reflect the underlying cash-generating strength of water activities.
Application of operating cash surpluses
Operating cash surpluses generated from operating activities will primarily be applied to:

e Renewals and upgrades of critical water infrastructure, reducing the reliance on new debt.
e Servicing and repaying existing debt, especially where renewals have been funded through borrowing in prior years.

e Building resilience by supporting contingency and asset management provisions in the face of regulatory change, growth, or climate-related risks.
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Sufficiency of operating cashflows

Projected operating cashflows are sufficient to meet:

e Scheduled renewals requirements, particularly for network and plant assets nearing the end of their useful life.

e Debt servicing obligations, including interest and principal repayments, ensuring compliance with Treasury policy limits and maintaining financial
sustainability.

e Operating cost requirements.
e LGFA financial covenants.
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Financial sustainability assessment — investment sufficiency

Assessment of investment sufficiency

Projected water services investment is sufficient to meet levels of service, regulatory requirements and provide for growth

Projected water services investment requirements

10
9
8
7
6
& 5
4 |
3 I
2 e e e = e = e
1
0
24/25 25/26 26/27 27/28 28/29

To replace existing assets (Sm)

I To meet additional demand ($m)

29/30 30/31

31/32

32/33

33/34

To improve levels of service ($m)

e= = Depreciation (Sm)

Renewals requirements for water services

Table 39. Asset sustainability ratio

Asset sustainability
ratio

FY2024/25

FY2025/26

FY2026/27

FY2027/28

FY2028/29

FY2029/30

FY2030/31

FY2031/32

FY2032/33

FY2033/34

Capital expenditure
on renewals —all
water services assets

($k)

1,887

2,507

3,850

4,562

4,013

4,405

3,961

3,182

3,802

3,263

Depreciation —all
water services assets

(Sk)

1,713

1,743

1,799

1,874

1,937

2,035

2,106

2,166

2,306

2,392

Asset sustainability
ratio

10.1%

43.8%

114.0%

143.4%

107.2%

116.5%

88.1%

46.9%

64.9%

36.4%
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General comments on the asset sustainability ratio

Asset Sustainability Ratio is a financial metric used primarily in public sector accounting and infrastructure management to assess whether an
organisation is replacing its assets at the rate they are wearing out.

The proposed programme of renewals investment has been developed through an evidence-based planning process, underpinned by the technical
expertise and operational insights of senior engineering staff. This approach ensures that investment decisions are grounded in a practical
understanding of asset condition, performance trends, and service delivery risks.

Engineering judgement has been applied alongside asset data and lifecycle modelling to determine what investments are required and when. This
ensures that the timing and scale of renewals are both technically justified and operationally viable.

The proposed renewals investment profile is directly aligned with the work undertaken by Tonkin + Taylor to develop a capex profile that meets the
investment needs across renewals, LOS improvements, growth and regulatory requirements.

Depreciation exceeded capex in FY24, resulting in an asset sustainability ratio of -57.6%. However, across the ten years of the Plan there is an asset
sustainability ratio of 76.5%. There is significant variation between financial years within the Plan. This reflects that while depreciation is reasonably
consistent, capital expenditure on renewals varies to a reasonable degree between financial years. The ten-year asset sustainability ratio of 76.5%,

indicating capital expenditure on renewals significantly exceeds depreciation, which is appropriate given asset condition information.

Changes in the asset sustainability ratio reflect the timing of renewals investments. The renewals investment profile is weighted towards some years
(primarily FY25, FY26, FY28). This reflects the actual condition and expected remaining useful life of key assets, consistent with asset management
planning and lifecycle modelling. Capital expenditure on renewals is highest in the middle years of the Plan, as reflected in higher asset sustainability
ratios in those years.

Total water services investment required over 10 years

Table 40. Asset investment ratio

Asset investment

ratio FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Total capital
expenditure —all
water services assets

($k)

2,895 4,356 6,872 7,598 8,647 8,281 7,818 7,215 9,218 7,061
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Depreciation —all
water services assets 1,713 1,743 1,799 1,874 1,937 2,035 2,106 2,166 2,306

($k)
Asset investment
ratio

2,392

69.0% 149.9% 282.0% 305.4% 346.4% 306.9% 271.2% 233.1% 299.7% 195.2%

Determining the proposed levels of investment
The Asset Investment Ratio measures how much an organisation is investing in new or replacement assets relative to its existing asset base. It is often
used to assess whether an entity is expanding, maintaining, or underinvesting in its infrastructure or capital assets.

As described above, Council worked with Tonkin + Taylor to develop the proposed capital expenditure profile to meet the investment needs across
renewals, LOS improvements, growth and regulatory requirements. Capex in this profile exceeds the projections in the long-term plan by $6.043

million (9.5%).

The 10-year investment programme has been developed through an evidence-based planning process, underpinned by the technical expertise and
operational insights of senior engineering staff. This approach ensures that investment decisions are grounded in a practical understanding of asset

condition, performance trends, and service delivery risks.
Engineering judgement has been applied alongside asset data and lifecycle modelling to determine what investments are required and when. This

ensures that the timing and scale of renewals are both technically justified and operationally viable.

The asset investment ratio rises and falls across the ten-year period

The asset investment ratio was -26.3% in FY24, i.e. depreciation exceeded capital expenditure.

The asset investment ratio increases from this low base to a high of 346.4% in FY29 before reducing to 195.2% in FY34. This reflects the uneven nature
of the capital investment programme set against the more consistent depreciation profile. The ratio averages 249% over the 10-year period.

This profile of investment is intentional and reflects the practical realities of delivering a large-scale capital programme while maintaining revenue
sufficiency and financing sufficiency. The programme has been sequenced to ensure deliverability and affordability across the 10-year horizon, while

meeting community and regulatory requirements.
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Alignment with strategic documents

The asset investment ratio shows an increase in investment activity compared to historic levels as a result of the reprofiling of planned expenditure
and to ensure the capital programme is consistent with investment sufficiency. The current Asset Management Plan and Infrastructure Strategy were
developed before the legislation to give effect to Local Water Done Well was in Parliament. While much of these strategic documents remains

relevant, the heightened focus on investment sufficiency from LWDW means this capital programme exceeds the approach described in the AMP or
Infrastructure Strategy.

Average remaining useful life of network assets

Table 41. Asset consumption ratio
:;Zt consumption FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Book value of water
infrastructure assets 96,382 98,995 108,168 113,892 125,204 131,449 142,471 147,520 160,392 165,061
(Sk)
Replacement value of
water infrastructure 141,992 146,348 159,282 166,880 182,269 190,549 206,065 213,280 231,115 238,175
assets (k)
:;Zt consumption 67.9% 67.6% 67.9% 68.2% 68.7% 69.0% 69.1% 69.2% 69.4% 69.3%

The Asset Consumption Ratio is a financial indicator used to assess the age and condition of an organisation’s assets, particularly in public sector
organisations or infrastructure-heavy entities. It shows the proportion of the asset's value that has been consumed (depreciated) over time.

The Water Services Delivery Plan proposes a sustained programme of capital investment to renew, enhance and expand the district’s water
infrastructure. Over the forecast period, the book value of water infrastructure assets increases from $96.4 million in FY25 to $160.4 million in FY34,

while the replacement value grows from $142.0 million to $231.1 million over the same period. This reflects both ongoing investment and inflationary
revaluation of the asset base.

The asset consumption ratio grows only slightly over the ten years of the Plan, from 67.9% in FY25 to 69.3% in FY34. This reflects the volume of capital
investment included in the Plan being higher than historic levels, reducing the average age of the asset base over time.
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Financial sustainability assessment - financing sufficiency

Assessment of financing sufficiency

Confirmation that sufficient funding and financing can be secured to deliver water services

Whole-of-Council borrowing limits

Projected total Council borrowings, including those relating to water services, remain within the Council’s borrowing limits. As a rated local authority
and a member of the LGFA, ODC maintains a whole-of-Council borrowing cap of 175% net debt-to-revenue, with an internal policy limit of 150%.

Water services borrowing limits

Council will borrow through the LGFA. Total borrowings are projected to peak at $53.8 million in FY33. These borrowings are required to meet
investment needs and meet financial covenants over the forecast period. This quantum remains within the LGFA covenants for Council as outlined in
this Part. For comparison, the maximum allowable net debt in FY34 is projected to be $69.1 million.

Financing sufficiency test
On the basis of the above, ODC confirms that the WSDP satisfies the financing sufficiency test:

e Total Council borrowings are projected to be within the relevant borrowing limits.
e Borrowing capacity exists to meet forecast capital investment, with allowance for additional headroom to provide for unforeseen contingencies.

e Operating surpluses increase over the ten-year period of the Plan and borrowing remains comfortably within LGFA limits and are sustainable over
the forecast period.

The proposed financing approach provides the necessary flexibility, liquidity, and resilience to support full delivery of the water services programme
while maintaining compliance with fiscal and risk management parameters.

This part sets out performance against the relevant metrics.
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Projected council borrowings against borrowing limits

Projected water services borrowings against borrowing limits
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Net debt attributed to
water services (gross 21,217 23,300
debt less cash)

28,200

Table 42. Debt to operating revenue

33,036

36,982

40,371

44,785

47,209

52,593

51,965

Operating revenue —
combined water 4,189 4,594
services

Whole-of-Council net
debt

19,616 24,955

5,197

29,666

5,827

36,125

6,418

41,934

7,149

46,122

7,964

48,994

8,872

53,254

9,883

53,788

11,009

51,794

Whole-of-Council total

. 22,060 23,806
operating revenue

26,790

27,981

29,886

31,505

33,363

35,395

37,633

39,499
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Whole-of-Council net
debt to operating 89% 101% 111% 129% 140% 146% 147% 150% 143% 131%
revenue

Total net debt attributed to water services increases until FY33 before reducing slightly in FY34. Net debt to operating revenue peaks at 576% in FY29
before falling to 472% in FY34.

The trajectory of net water debt to operating revenue reflects that increases in total net debt exceed increases in operating revenue in the early years
of the Plan before the trend is reversed from FY31.

The increase in total whole-of-Council net debt is consistent with Council’s investment plans, and the Council remains within its covenants.
Council confirms that:

e All water-related borrowing remains within Council’s financial strategy limits for water services.

e These debt levels are considered prudent and sustainable, given the long-life nature of infrastructure assets and the intergenerational equity of
funding renewals through debt. Net debt to operating revenue is trending down from FY32.

e Borrowing escalates to deliver a capital programme that is reasonably stable and consistent year-on-year, and exceeds historical rates of capital
delivery.

Council will continue to monitor debt servicing capacity and revenue sufficiency throughout the WSDP period to ensure financial sustainability.

Borrowing headroom/(shortfall) for water services

Table 43. Borrowing headroom against 500% target

:;’;i':::'l?i;ead'“m/ (shortfall) FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Operating revenue ($k) 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 3,883 11,009
Debt t limit f t

ebt to revenue limit for water 500% 500% 500% 500% 500% 500% 500% 500% 500% 500%
services (%)
Maxi llowable net debt at

aximiim aFowable NEt Cebta 20,943 22,968 25,987 29,135 32,089 35,747 39,821 44,359 49,415 55,046
borrowing limit
Projected r'met debt attributed to 21,217 23,300 28,200 33,036 36,982 40,371 44,785 47,209 52,593 51,965
water services ($k)
Borrowing head hortfall
a;’;i’::t"l’i‘iitea goom/Chenttall (274) (332) (2,213) (3,901) (4,893) (4,624) (4,965) (2,850) (3,178) 3,081

Council has not formally adopted an internal debt limit for water services on a net debt to operating revenue basis. For the purposes of this Plan, we
use net water debt of 500% of water operating revenue as an indicative target. We achieve this target in year 10 of the Plan, where net water debt is
projected to be 472% of water operating revenue.
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The targeted debt to revenue ratio for the financial modelling is 500% for Council. In managing to this target Council has been mindful of the impact
of revenue increases on the community. Therefore, a smooth revenue growth path has been set to step up charges over time. This means that the
debt to revenue ratio stays above 500% for most years before the cumulative impact of revenue increases brings the ratio down below 500% by year
10.

By year 10 in the WSDP, water services are running significant annual surpluses as the high capital expenditure requirements to meet water standards
require extra revenues to manage debt levels. Once the accelerated capital expenditure programme diminishes the size of increases in water charges
will diminish.

We note that the ring fencing requirements for water services require any internal debt to be charged at market “arm’s length” interest rates. This
means that while water charges will increase significantly, partly due to higher interest costs, there will be less pressure on funding for other activities.
In effect water users will pay more while other Council activities receive a benefit. Council will be mindful of the overall impact on ratepayers when
determining the combined (Waters Services charges and other Council Rates) funding requirements each year. ODC also has a whole-of-Council
borrowing limit for net debt at 175% of revenue as set by the LGFA. It has an internal borrowing limit of net debt at 150% of revenue. Whole-of-
Council net debt is projected to reach 150% of net whole-of-Council revenue in FY32 and be above 140% of net whole-of-Council revenue between
FY29 and FY33. However, it falls to only 131% of net revenue in FY34. The Council intends to review its internal borrowing limit at regular intervals
over the plan period.

For all financial years within the Plan, Council maintains debt headroom within the whole-of-Council debt limit. Across the ten years of the Plan,
borrowing headroom is available between $8.7 million and $19 million, depending on the year. This provides a buffer to manage delivery risks, timing
variations, or cost escalation in the capital programme.

As noted, revenue and operating funding increase throughout the ten years of the Plan to put the ratio of debt-to-revenue on a financially sustainable
footing.

Free funds from operations

Table 44. Free funds from operations to net debt ratio

Free funds from
operations
Projected net debt
attributed to water 21,217 23,300 28,200 33,036 36,982 40,371 44,785 47,209 52,593 51,965
services (Sk)

FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
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Projected free

funds from 654 1,716 1,505 1,952 2,166 2,446 2,963 3,729 3,834 5,100
Operatlons — water
services ($k)
Free funds from
3.1% 7.4% 5.3% 5.9% 5.9% 6.1% 6.6% 7.9% 7.3% 9.8%

operations to net

debt ratio

FFO to net debt ratio is less important for water services delivery through a standalone internal business unit than it is for a water services
organisation. This Plan does not model a WSO scenario.

For the standalone council projections, the FFO to net debt ratio ranges from a low of 3.1% in FY25 to a high of 9.8% in FY34. This improvement in

gearing broadly tracks with the ratio of net debt-to-operating revenue for water activities.
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Part E: Projected financial statements for water services

Projected financial statements — for drinking water, wastewater, stormwater and combined water services

Projected funding impact statement

Table 45. Combined water services funding impact statement

Projected funding impact

A FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
statement - water services
Sources of operating funding
General rates 1,286 1,363 1,616 1,883 2,128 2,419 2,695 3,003 3,346 3,727
Targeted rates 2,903 3,230 3,576 3,916 4,261 4,700 5,238 5,837 6,505 7,248
Sub5|d|'es and grants for 0 0 0 0 0 0 0 0 0 0
operating purposes
!.oc'al authorities fuel tax, fines, 0 0 0 2 23 2 25 2% 2% 27
infringement fees and other
Fees and charges 0 0 5 6 6 6 6 6 7 7
I:::'i:;“'ces G 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 9,883 11,009
Applications of operating
funding
Payments to staff and suppliers 2,224 2,131 2,056 1,969 2,118 2,306 2,344 2,256 2,760 2,731
Finance costs 658 640 832 1,076 1,282 1,525 1,769 1,985 2,373 2,244
Internal charges and overheads 753 771 805 830 852 873 888 902 916 934
applied
Othe%r operatlng funding 0 0 0 0 0 0 0 0 0 0
applications
Total applications of operating 3,635 3,542 3,693 3,875 4,252 4,704 5,001 5,143 6,048 5,910

funding
Surplus/(deficit) of operating

funding

Source of capital funding

Subsidies and grants for capital

© 100 664 0 0 0 0 0 0 0 0
expenditure
DeveIAopn-\ent and financial 84 557 468 810 2,535 2,446 441 1,062 0 2,589
contributions
Increase/(decrease) in debt 2,157 2,083 4,900 4,836 3,946 3,389 4,414 2,424 5,384 (628)
Gross proceeds from sales of 0 0 0 0 0 0 0 0 0 0
assets
Othe.r dedicated capital 0 0 0 0 0 0 0 0 0 0
funding
Total f capital
Total sources of capital 2,341 3,304 5,368 5,646 6,481 5,835 4,854 3,485 5,384 1,961
Applications of capital funding
Capital expenditure - to meet 280 456 699 1,515 3,330 2,908 1,458 1,056 1,612 2,582
additional demand
Capital expenditure - to 728 1,394 2,323 1,521 1,305 967 2,399 2,976 3,304 1,215

improve levels of services
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Capital diture - to repl

apital expenciiture - 1o replace 1,887 2,507 3,850 4,562 4,013 4,405 3,961 3,182 3,302 3,263
eXIStlng assets
Increase/(decrease) in reserves 0 0 0 0 0 0 0 0 0 0
!ncrease/(decrease) in 0 0 0 0 0 0 0 0 0 0
investments
Total applications of capital 2,895 4,356 6,872 7,598 8,647 8,281 7,818 7,215 9,218 7,061
funding

Surplus/(deficit) of capital
funding

Funding balance

Table 46. Water supply funding impact statement

Projected funding i t

S B S FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
statement - water supply
Sources of operating funding
General rates 215 257 269 269 270 268 299 334 372 415
Targeted rates 1,768 1,978 2,070 2,069 2,081 2,067 2,304 2,569 2,863 3,192
Subsndl-es and grants for 0 0 0 0 0 0 0 0 0 0
operating purposes
!_oc?l authorities fuel tax, fines, 0 0 0 2 23 2 25 2% 2% 27
infringement fees and other
Fees and charges 0 0 0 0 0 0 0 0 0 0
Total sources of operating 1,983 2,235 2,339 2,360 2,375 2,359 2,628 2,928 3,261 3,633
funding
Applications of operating
funding
Payments to staff and suppliers 1,169 1,065 1,088 1,035 1,139 1,286 1,078 1,210 1,242 1,491
Finance costs 188 180 183 282 371 442 525 690 847 981
Internal charges and overheads 316 325 338 348 357 366 372 378 384 391
applied
Othgr o;_)eratmg funding 0 0 0 0 0 0 0 0 0 0
applications
I:::'i::""“m"s of operating 1,673 1,570 1,609 1,665 1,366 2,094 1,975 2,278 2,473 2,863
Surplus/(deficit) of operat
funding
Source of capital funding
Sub5|d|§s and grants for capital 0 0 0 0 0 0 0 0 0 0
expenditure
Devel}opn’}]ent and financial 0 0 0 0 0 0 0 0 0 0
contributions
Increase/(decrease) in debt 250 231 1,344 1,346 420 1,307 1,915 1,095 784 106
Gross proceeds from sales of 0 0 0 0 0 0 0 0 0 0
assets
Othe.r dedicated capital 0 0 0 0 0 0 0 0 0 0
funding
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Total ital

otal sources of capita 250 231 1,344 1,346 420 1,307 1,915 1,095 784 106
funding
Applications of capital funding
Capital expenditure - to meet
additional demand 0 0 0 58 0 0 0 0 0 0
Capital expenditure - to
. . 105 119 970 329 0 153 1,322 891 917 0
improve levels of services
Capital expenditure - to replace 454 778 1,103 1,654 929 1,419 1,246 855 656 876
existing assets
Increase/(decrease) in reserves 0 0 0 0 0 0 0 0 0 0
!ncrease/(decrease) in 0 0 0 0 0 0 0 0 0 0
investments
Total applicati f capital
f:n:i::p cations of capita 559 897 2,074 2,041 929 1,572 2,568 1,745 1,573 876

Surplus/(deficit) of capital
funding

Funding balance

Table 47. Wastewater funding impact statement

Projected funding impact FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
statement - wastewater

Sources of operating funding

General rates 365 423 507 626 744 910 1,014 1,130 1,259 1,402
Targeted rates 941 1,069 1,281 1,583 1,881 2,301 2,564 2,856 3,182 3,545
Subsnd{es and grants for 0 0 0 0 0 0 0 0 0 0
operating purposes

!_ocgl authorities fuel tax, fines, 0 0 0 0 0 0 0 0 0 0
infringement fees and other

Fees and charges 0 0 5 6 6 6 6 6 7 7
Total f ti

f:n:i:: rees of operating 1,306 1,492 1,793 2,214 2,631 3,217 3,584 3,992 4,447 4,954
Applications of operating

funding

Payments to staff and suppliers 607 671 521 450 487 552 853 651 1,069 787
Finance costs 344 343 498 621 761 955 1,149 1,153 1,318 982
Internal charges and overheads 289 205 309 319 327 335 341 347 352 359
applied

Othejr operatlng funding 0 0 0 0 0 0 0 0 0 0
applications

Total licati f ti

f:n:i::p ML e R 1,240 1,309 1,328 1,390 1,575 1,802 2,342 2,151 2,739 2,128
Surplus/(deficit) of operating

funding

Source of capital funding

Sub5|d|§s and grants for capital 0 0 0 0 0 0 0 0 0 0
expenditure
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Devel t and fi ial

evelopment and financia 84 557 468 810 2,116 2,016 0 1,062 0 1,645
contributions
Increase/(decrease) in debt 1,303 1,214 2,779 3,650 3,712 2,511 2,811 153 1,999 (1,074)
Gross proceeds from sales of 0 0 0 0 0 0 0 0 0 0
assets
Othe.r dedicated capital 0 0 0 0 0 0 0 0 0 0
funding
Total sources of capital 1,387 1,771 3,247 4,460 5,828 4,527 2,811 1,215 1,999 572
funding
Applications of capital funding
Capital expenditure - to meet 280 456 699 1,457 2,751 2,310 840 1,056 1,612 1,245
additional demand
Capital expenditure - to 317 469 834 1,178 1,305 814 840 919 964 992
improve levels of services
Capital expenditure - to replace 857 1,029 2,180 2,649 2,828 2,778 2,373 1,081 1,131 1,162
eX|st|ng assets
Increase/(decrease) in reserves 0 0 0 0 0 0 0 0 0 0
!ncrease/(decrease) in 0 0 0 0 0 0 0 0 0 0
investments
Total applications of capital

o 1,454 1,953 3,713 5,284 6,884 5,902 4,053 3,056 3,707 3,398

funding

Surplus/(deficit) of capital
funding

Funding balance

Table 48. Stormwater funding impact statement

Projected funding i t

rojected funding impac FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
statement - stormwater
Sources of operating funding
General rates 706 683 840 988 1,114 1,241 1,382 1,540 1,715 1,910
Targeted rates 194 183 225 265 298 332 370 412 459 512
Sub5|d|'es and grants for 0 0 0 0 0 0 0 0 0 0
operating purposes
!.oc'al authorities fuel tax, fines, 0 0 0 0 0 0 0 0 0 0
infringement fees and other
Fees and charges 0 0 0 0 0 0 0 0 0 0
Total sources of operating 900 866 1,065 1,253 1,412 1,573 1,752 1,952 2,174 2,422
funding
Applications of operating
funding
Payments to staff and suppliers 448 395 447 484 492 468 414 395 449 454
Finance costs 126 117 151 173 150 128 95 142 207 281
Internal charges and overheads 148 151 158 163 168 172 175 177 180 184
applied
Othe'r operatlng funding 0 0 0 0 0 0 0 0 0 0
applications
Total applications of operating
funding 722 663 756 820 810 768 684 714 836 919
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Surplus/(de:

funding
Source of capital funding
Sub5|d|?s and grants for capital 100 664 0 0 0 0 0 0 0 0
expenditure
Devel'opn'ment and financial 0 0 0 0 419 430 241 0 0 043
contributions
Increase/(decrease) in debt 604 638 777 (160) (186) (428) (312) 1,176 2,600 340
Gross proceeds from sales of 0 0 0 0 0 0 0 0 0 0
assets
Othe.r dedicated capital 0 0 0 0 0 0 0 0 0 0
funding
Total sources of capital

704 1,302 777 (160) 233 2 128 1,176 2,600 1,283
funding
Applications of capital funding
Capital expenditure - to meet 0 0 0 0 579 598 617 0 0 1,338
additional demand
Capital expenditure - to
. . 306 806 519 14 0 0 237 1,167 1,923 224
improve levels of services
Capital expenditure - to replace 576 699 567 259 256 208 342 1,246 2,015 1,225
existing assets
Increase/(decrease) in reserves 0 0 0 0 0 0 0 0 0 0
!ncrease/(decrease) in 0 0 0 0 0 0 0 0 0 0
investments
Total applications of capital
funding 882 1,505 1,086 273 835 807 1,197 2,413 3,938 2,786

Surplus/(deficit) of capital
funding

Funding balance

Projected statement of comprehensive revenue and expense
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Table 49. Combined water services projected statement of revenue and expense

Projected statement of

profit and loss - water FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
services

Revenue

Operating revenue 4,189 4,594 5,197 5,827 6,418 7,149 7,964 8,872 9,883 11,009
Other revenue 184 1,221 468 810 2,535 2,446 441 1,062 0 2,589
Total revenue 4,372 5,815 5,665 6,637 8,953 9,595 8,405 9,934 9,883 13,598
Expenses

Operating expenses 2,224 2,131 2,056 1,969 2,118 2,306 2,344 2,256 2,760 2,731
Finance costs 658 640 832 1,076 1,282 1,525 1,769 1,985 2,373 2,244
?;’:trsheads and support 753 771 805 830 852 873 888 902 916 934
Depreciation & 1,713 1,743 1,799 1,874 1,937 2,035 2,106 2,166 2,306 2,392
amortisation

Total expenses 5,348 5,285 5,492 5,749 6,189 6,739 7,107 7,309 8,354 8,302
Net surplus/(deficit)

Revaluation of

nevaluation o 1,683 0 4,100 0 4,601 0 5,311 0 5,960 0
infrastructure assets

Total comprehensive
income

Cash surplus/(deficit)
from operations (ex non-
cash items)

Table 50. Water supply projected statement of revenue and expense

Projected statement of profit and loss - water supply FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
Revenue

Operating revenue 1,983 2,235 2,339 2,360 2,375 2,359 2,628 2,928 3,261 3,633
Other revenue 0 0 0 0 0 0 0 0 0 0
Total revenue 1,983 2,235 2,339 2,360 2,375 2,359 2,628 2,928 3,261 3,633
Expenses

Operating expenses 1,169 1,065 1,088 1,035 1,139 1,286 1,078 1,210 1,242 1,491
Finance costs 188 180 183 282 371 442 525 690 847 981
Overheads and support costs 316 325 338 348 357 366 372 378 384 391
Depreciation & amortisation 715 724 726 753 777 787 787 818 818 818
Total expenses 2,388 2,294 2,335 2,418 2,643 2,881 2,762 3,096 3,291 3,681

Net surplus/(deficit)

Revaluation of infrastructure assets
Total comprehensive income
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Table 51. Wastewater projected statement of revenue and expense

Projected statement of

profit and loss - FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
wastewater

Revenue

Operating revenue 1,306 1,492 1,793 2,214 2,631 3,217 3,584 3,992 4,447 4,954
Other revenue 84 557 468 810 2,116 2,016 0 1,062 0 1,645
Total revenue 1,390 2,049 2,261 3,024 4,747 5,233 3,584 5,054 4,447 6,600
Expenses

Operating expenses 607 671 521 450 487 552 853 651 1,069 787
Finance costs 344 343 498 621 761 955 1,149 1,153 1,318 982
S;';'Sheads and support 289 295 309 319 327 335 341 347 352 359
Depreciation &

amortisation 490 503 527 547 586 667 730 730 789 791
Total expenses 1,730 1,812 1,855 1,937 2,161 2,509 3,072 2,881 3,528 2,919

Revaluation of
infrastructure assets

432 0 1,111 0 1,449 0 1,973 0 2,281 0

Total comprehensive
income

Cash surplus/(deficit)
from operations (ex non-
cash items)

Table 52. Stormwater projected statement of revenue and expense

Projected statement of

profit and loss - FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
stormwater

Revenue

Operating revenue 900 866 1,065 1,253 1,412 1,573 1,752 1,952 2,174 2,422
Other revenue 100 664 0 0 419 430 441 0 0 943
Total revenue 1,000 1,531 1,065 1,253 1,831 2,003 2,193 1,952 2,174 3,365
Expenses

Operating expenses 448 395 447 484 492 468 414 395 449 454
Finance costs 126 117 151 173 150 128 95 142 207 281
?;':trsheads and support 148 151 158 163 168 172 175 177 180 184
Depreciation &

amortisation 508 516 546 574 574 581 589 618 699 783
Total expenses 1,230 1,179 1,302 1,394 1,384 1,349 1,273 1,332 1,535 1,702

Net surplus/(deficit)
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Revaluation of
infrastructure assets
Total comprehensive
income

Cash surplus/(deficit)
from operations (ex non-
cash items)

1,414

Projected statement of cashflows

Table 53. Combined water services projected statement of cashflows

Projected statement of
cashflows - water services

FY2024/25

FY2025/26

FY2026/27

FY2027/28

FY2028/29

FY2029/30

FY2030/31

FY2031/32

FY2032/33

FY2033/34

Cashflows from operating
activities

Cash surplus/(deficit) from
operations

737

2,273

1,973

2,761

4,701

4,892

3,403

4,791

3,834

7,688

[Other items]

Net cashflows from operating
activities

737

2,273

1,973

2,761

4,701

4,892

3,403

4,791

3,834

7,688

Cashflows from investing
activities

Capital expenditure —
infrastructure assets

(2,895)

(4,356)

(6,872)

(7,598)

(8,647)

(8,281)

(7,818)

(7,215)

(9,218)

(7,061)

[Other items]

0

0

0

0

0

0

0

0

Net cashflows from investing
activities

(2,895)

(4,356)

(6,872)

(7,598)

(8,647)

(8,281)

(7,818)

(7,215)

(9,218)

(7,061)

Cashflows from financing
activities

New borrowings

2,157

2,424

5,384

Repayment of borrowings

Net cashflows from financing
activities

2,157

2,424

5,384

Net increase/(decrease) in
cash and cash equivalents

Cash and cash equivalents at
beginning of year
Cash and cash equivalents at

(0)

end of year
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Table 54. Water supply projected statement of cashflows

Cash and cash equivalents at

end of year

Projected statement of FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
cashflows - water supply

Cashflows from operating

activities

Cash surplus/(deficit) from 309 665 730 695 508 265 653 650 788 770
operatlons

[Other items] 0 0 0 0 0 0 0 0 0 0
Net cashflows from operating 309 665 730 695 508 265 653 650 788 770
activities

Cashflows from investing

activities

Capital expenditure —

et acsets (559) (897) (2,074) (2,041) (929) (1,572) (2,568) (1,745) (1,573) (876)
[Other items] 0 0 0 0 0 0 0 0 0 0
:cettivci:is:sﬂ“’s fiomlinvestin (559) (897) (2,074) (2,041) (929) (1,572) (2,568) (1,745) (1,573) (876)
Cashflows from financing

activities

New borrowings 250 231 1,344 1,346 420 1,307 1,915 1,095 784 106
Repayment of borrowings 0 0 0 0 0 0 0 0 0 0
Net cashflows from financing 250 231 1,344 1,346 420 1,307 1,915 1,095 784 106
activities

Net increase/(decrease) in

cash and cash equivalents

Cash and cash equivalents at

boainning of yoor 0 © © 0 © © & & @
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Table 55. Wastewater projected statement of cashflows

Projected statement of
cashflows - wastewater

FY2024/25

FY2025/26

FY2026/27

FY2027/28

FY2028/29

FY2029/30

FY2030/31

FY2031/32

FY2032/33

FY2033/34

Cashflows from operating
activities

Cash surplus/(deficit) from
operations

150

740

933

1,634

3,173

3,391

1,242

2,903

1,708

4,471

[Other items]

Net cashflows from operating
activities

150

740

933

1,634

3,173

3,391

1,242

2,903

1,708

4,471

Cashflows from investing
activities

Capital expenditure —
infrastructure assets

(1,454)

(1,953)

(3,713)

(5,284)

(6,884)

(5,902)

(4,053)

(3,056)

(3,707)

(3,398)

[Other items]

0

0

0

0

0

0

0

Net cashflows from investing
activities

(1,454)

(1,953)

(3,713)

(5,284)

(6,884)

(5,902)

(4,053)

(3,056)

(3,707)

(3,398)

Cashflows from financing
activities

New borrowings

(1,074)

Repayment of borrowings

0

Net cashflows from financing
activities

(1,074)

Net increase/(decrease) in
cash and cash equivalents

Cash and cash equivalents at
beginning of year
Cash and cash equivalents at

end of year
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Table 56. Stormwater projected statement of cashflows

Projected statement of
cashflows - stormwater

FY2024/25

FY2025/26

FY2026/27

FY2027/28

FY2028/29

FY2029/30

FY2030/31

FY2031/32

FY2032/33

FY2033/34

Cashflows from operating
activities

Cash surplus/(deficit) from
operations

278

868

310

433

1,021

1,235

1,509

1,238

1,338

2,447

[Other items]

Net cashflows from operating
activities

278

868

310

433

1,021

1,235

1,509

1,238

1,338

2,447

Cashflows from investing
activities

Capital expenditure —
infrastructure assets

(882)

(1,505)

(1,086)

(273)

(835)

(807)

(1,197)

(2,413)

(3,938)

(2,786)

[Other items]

0

0

0

0

Net cashflows from investing
activities

(882)

(1,505)

(1,086)

(273)

(835)

(807)

(1,197)

(2,413)

(3,938)

(2,786)

Cashflows from financing
activities

New borrowings

Repayment of borrowings

Net cashflows from financing
activities

Net increase/(decrease) in
cash and cash equivalents

Cash and cash equivalents at
beginning of year
Cash and cash equivalents at

end of year

Projected statement of financial position
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Table 57. Combined water services projected statement of financial position

Projected stat t

TSI S T FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
of financial position
Assets
Cash and cash
couivalents ) 0 1 0 0 1 0 0 0) )
Other current assets 0 0 0 0 0 0 0 0 0 0
Infrastructure assets 96,382 98,995 108,168 113,892 125,204 131,449 142,471 147,520 160,392 165,061
Other non-current 0 0 0 0 0 0 0 0 0 0
assets
Total assets 96,382 98,995 108,169 113,892 125,204 131,450 142,472 147,520 160,392 165,061
Liabilities
Borr.owmgs —current 0 0 0 0 0 0 0 0 0 0
portion
Other current liabilities 0 0 0 0 0 0 0 0 0 0
Borrowings ~ non- 21,217 23,300 28,200 33,036 36,982 40,372 44,786 47,209 52,593 51,965
current pOrthn
Other non-current 0 0 0 0 0 0 0 0 0 0
liabilities
Total liabilities 21,217 23,300 28,200 33,036 36,982 40,372 44,786 47,209 52,593 51,965
Net assets 75,164 75,694 79,969 80,856 88,222 91,078 97,686 100,311 107,799 113,096
Equity
Revaluation reserves 1,683 1,683 5,784 5,784 10,385 10,385 15,695 15,695 21,655 21,655
Other reserves 73,481 74,011 74,185 75,072 77,837 80,693 81,991 84,616 86,144 91,440

Total equity 75,164 75,694 100,311 107,799 113,096

Table 58. Water supply projected statement of financial position

Projected statement
of financial position
Assets

FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

Cash and cash
equivalents

Other current assets
Infrastructure assets 38,614 38,787 41,741 43,029 44,919 45,704 49,332 50,259 53,045 53,103
Other non-current
assets

Total assets 38,613 38,786 41,741 43,028 44,918 45,704 49,331 50,258 53,043 53,101

(0) (0) 0 (0) (0) () (1) (1 2 (2)

0 0 0 0 0 0 0 0 0 0

Liabilities

Borrowings — current
portion

Other current liabilities
Borrowings — non-
current portion

Other non-current
liabilities

Total liabilities 6,103 6,334 7,678 9,024 9,445 10,752 12,666 13,762 14,546 14,652

6,103 6,334 7,678 9,024 9,445 10,752 12,666 13,762 14,546 14,652
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Net assets

Equity
Revaluation reserves 686 686 2,292 2,292 4,030 4,030 5,877 5,877 7,907 7,907
Other reserves 31,825 31,766 31,770 31,712 31,443 30,922 30,788 30,619 30,590 30,542

Total equity

Table 59. Wastewater projected statement of financial position

Pro!ectef:l statefn'ent FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
of financial position

Assets

Cash and cash 0 0 0 0 0 1 1 0 0 0
equivalents

Other current assets

Infrastructure assets 25,381 26,832 31,129 35,866 43,613 48,848 54,144 56,470 61,670 64,277
Other non-current 0 o 0 0 0 0 0 0 0 0
assets

Total assets 25,381 26,832 31,129 35,866 43,613 48,848 54,145 56,470 61,670 64,277
Liabilities

Borrowings — current

portion

Other current liabilities

Borrowings - non- 9,957 11,171 13,950 17,601 21,312 23,823 26,634 26,787 28,786 27,713
current portlon

Other non-current

liabilities

Total liabilities 9,957 11,171 13,950 17,601 21,312 23,823 26,634 26,787 28,786 27,713
Net assets 15,424 ‘ 15,661 ‘ 17,179 18,265 ‘ 22,301 25,025 27,510 29,683 32,884 36,564
Equity

Revaluation reserves 432 432 1,543 1,543 2,992 2,992 4,966 4,966 7,247 7,247
Other reserves 14,992 15,229 15,635 16,722 19,309 22,033 22,545 24,718 25,637 29,317
Total equity 15,424 ‘ 15,661 ‘ 17,179 18,265 ‘ 22,301 25,025 27,510 29,683 32,884 36,564
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Table 60. Stormwater projected statement of financial position

Projected statement
of financial position
Assets

Cash and cash
equivalents

Other current assets
Infrastructure assets 32,387 33,376 35,299 34,998 36,672 36,898 38,996 40,791 45,678 47,681
Other non-current
assets

Total assets 32,387 33,376 35,299 34,998 36,672 36,898 38,996 40,792 45,679 47,682

FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34

(0) (0) 0 0 0 0 0 1 1 1

0 0 0 0 0 0 0 0 0 0

Liabilities

Borrowings — current
portion

Other current liabilities
Borrowings — non-
current portion

Other non-current
liabilities

Total liabilities 5,157 5,795 6,571 6,411 6,225 5,797 5,485 6,660 9,260 9,600

5,157 5,795 6,571 6,411 6,225 5,797 5,485 6,660 9,260 9,600

Net assets 27,230 27,582 28,728 28,587 30,447 31,101 33,511 34,132 36,419 38,082

Equity
Revaluation reserves 566 566 1,948 1,948 3,362 3,362 4,853 4,853 6,501 6,501
Other reserves 26,664 27,016 26,779 26,638 27,085 27,738 28,658 29,279 29,918 31,581

Total equity 27,230 27,582
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Water Services Delivery Plan: additional information

Significant capital projects

ODC serves a small population compared to other councils and has a correspondingly small capex programme. Hence, the cost of a minor projectto a
larger council is still significant in our district. For this reason, we list all capital projects below that generate cost in the ten-year period of the Plan.

All values are shown in nominal dollars.

Where a project relates to more than one category (of the three categories: growth, level of service, and renewals) it has been apportioned across the
categories to ensure consistency with the financial template.

Disclosure of risks and material assumptions for water services delivery

Significant capital projects — drinking water

Table 61. Significant drinking water capital projects

Significant capital
projects — drinking FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30 FY2030/31 FY2031/32 FY2032/33 FY2033/34
water

Projects to meet
additional demand
Opatiki Town - Water
Reticulation Upgrades
for Harbour - growth
portion

Total investment to
meet additional 58,152

d

58,152

Projects to improve
levels of services
Ohiwa - Water 25,000
Telemetry Upgrade -
LOS portion

Opatiki Town - Water - - - 58,152
Reticulation Upgrades
for Harbour - LOS
portion

Hukutaia - Water - 25,955 161,745 - - - 864,430 890,540 917,280
Supply LOS and
Resilience - Planning,
Design, and
Implementation
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Te Kaha - Water
Treatment Plant
Relocation - New
Water Source, Design,
Construction and
Additional storage -
LOS portion

80,000

93,438

808,725

Te Kaha Water -
Booster to OBrien's
1.4km - LOS portion

270,913

299,155

Te Kaha Water -
Reticulation upgrades
- Copenhagan Loop

153,165

158,067

Total investment to
meet improve levels
of services

105,000

119,393

970,470

329,065

153,165

1,321,652

890,540

917,280

Projects to replace
existing assets

Ohiwa - Water
Reticulation Renewals

6,470

Opatiki Town - Water
Reticulation Upgrades
for Harbour - renewal
portion

58,152

Ohiwa - Water
Telemetry Upgrade -
renewal portion

25,000

Ohiwa - Water
Treatment Renewals

2,000

2,076

2,157

2,237

2,315

2,393

2,470

2,544

2,621

2,675

Hukutaia - Valves and
Hydrants Renewals

17,649

19,011

20,342

21,627

22,741

Hukutaia - Booster
Station Electrical
Control Renewal

15,000

8,387

29,484

6,688

Hukutaia -
Reticulation Renewals

75,000

77,865

80,872

36,904

38,197

39,488

40,752

41,983

43,243

44,144

Hukutaia - Water
Main Renewal - Grant
Road - AC Watermain

288,629

Hukutaia - Water
Main Renewal -
Hukutia Rd - AC
Watermain

398,115

Hukutaia - Water
Main Renewal -
Woodlands Road - AC
Watermain

598,300

Opotiki Town - Otara
Booster Station
Renewals and Pumps

11,861

4,473

66,685

63,610

Opatiki Town - Valves,
Hydrants and Meters
Renewals

22,840

36,904

39,488

114,498

44,144
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Opatiki Town - Water
Reservoir Lining

Renewal - - - - 387,184 - - - - -
Opatiki Town - Water
Reticulation Renewals 100,000 103,820 72,246 74,926 77,552 80,172 82,738 85,237 87,797 89,626

Opotiki Town - Water
Reticulation Renewals
- 5.8km DN300 uPVC
WTP to Ford Street -
Planning and Design,
Construction 25,000 - - 279,575 289,375 299,150 308,725 318,050 327,600 334,425
Opotiki Town - Water
Reticulation Renewals
- Opotiki WTP Treated

Water Main - - - - - - 166,712 - - -
Opotiki Town - Water
Treatment Renewals 62,000 58,139 75,481 111,830 85,655 81,369 69,154 104,320 110,074 223,396

Opatiki Town - Water
Treatment UV
Renewals - 22,840 - 24,603 - 26,325 - 27,988 - 29,429
Te Kaha - Water
Treatment Plant
Relocation - New
Water Source, Design,
Construction and
Additional Storage -
renewal portion 80,000 93,438 808,725 - - - - - - -
Te Kaha - Valves,
Hydrants, Meters,

Pumps Renewals - 17,649 - 19,011 - 28,718 - 21,627 - 22,741
Te Kaha - Water
Reticulation Renewals 35,000 36,337 23,723 286,285 25,465 26,325 27,168 27,988 28,829 29,429

Te Kaha Water -
Reticulation upgrades
- Copenhagan Loop - - - - 153,165 158,067 - - -
Te Kaha Water -
Booster to OBrien's
1.4km - renewal

portion - - - 270,913 - 299,155 - - -
Te Kaha - Water

Treatment Renewals 35,000 36,337 21,566 22,366 23,150 23,932 24,698 25,444 26,208 26,754
Total investment to

replace existing 454,000 777,619 1,103,101 1,653,692 928,893 1,419,167 1,246,324 854,916 655,856 876,192
assets

UEURE U 559,000 897,012 2,073,571 2,040,909 928,393 1,572,332 2,567,976 1,745,456 876,192
drinking water assets

Significant capital projects — wastewater
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Table 62. Significant wastewater capital projects

Significant capital projects —
wastewater

FY2024/25

FY2025/26

FY2026/27

FY2027/28

FY2028/29

FY2029/30

FY2030/31

FY2031/32

FY2032/33

FY2033/34

Projects to meet additional
demand

Hukutaia - Wastewater
infrastructure development
for Hukutaia Growth Area -
Phases 1 and 2

279,575

1,446,875

1,495,750

334,425

Hukutaia - WWPS 04 Rising
Main Seperation / WWPS05
Upgrade - growth portion

7,083

92,986

Opotiki Town - Wastewater
Pump Station 01 Potts Avenue
- Upgrade - growth portion

55,667

250,552

260,230

Opotiki Town - Wastewater
Treatment Plant - growth
portion

223,834

205,087

438,759

1,170,541

1,211,572

814,144

840,202

865,581

891,571

910,145

Opatiki Town - Wastewater
Extension Stage 2 - Otara Rd

190,830

720,720

Total investment to meet
additional d d

279,501

455,639

698,989

1,457,199

2,751,433

2,309,894

840,202

1,056,411

1,612,291

1,244,570

Projects to improve levels of
services

Opotiki Town - Factory Rd
Wastewater Extension -1 -
Design Phase

53,433

Opotiki Town - Factory Rd
Wastewater Extension - 2 -
Implementation Phase

72,727

81,600

Opotiki Town - Wastewater
Pump Station 01 Potts Avenue
- Upgrade - LOS portion

55,667

250,552

260,230

Opotiki Town - Wastewater
Treatment Plant - LOS portion

261,334

205,087

438,759

1,170,541

1,211,572

814,144

840,202

865,581

891,571

910,145

Opotiki Town Wastewater -
Caravan Wastewater
Dumpstation - LOS portion

12,978

134,788

Hukutaia - WWPS 04 Rising
Main Seperation / WWPS05
Upgrade - LOS portion

7,083

92,986

Total investment to meet
improve levels of services

317,001

468,617

833,777

1,177,624

1,304,558

814,144

840,202

919,014

964,298

991,745

Projects to replace existing
assets

Opotiki Town - Wastewater
Treatment Plant - renewals
portion

361,334

308,906

438,759

1,170,541

1,211,572

814,144

840,202

865,581

891,571

910,145

Opotiki Town - Factory Rd
Wastewater Extension -
Design and Implementation

53,433

72,727

81,600
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Opotiki Town - Wastewater
Pump Station 01 Potts Avenue
- Upgrade - renewal portion

55,667

250,552

260,230

Hukutaia - WWPS 04 Rising
Main Seperation / WWPS05
Upgrade - renewal portion

7,083

92,986

Opotiki Town - Reticulation
Rehabilitation - Investigations
and Planning, Design and
Approvals, Construction

250,000

259,549

1,201,226

1,245,786

1,289,455

1,333,012

1,375,679

Opatiki Town - Wastewater
Reticulation Renewals

100,000

103,820

80,872

74,926

77,552

80,172

82,738

85,237

87,797

89,626

Opatiki Town - Wastewater
Treatment Renewals

75,000

77,865

48,523

50,324

52,087

53,847

55,571

57,249

58,968

60,196

Opotiki Town Wastewater -
Caravan Wastewater
Dumpstation - renewal
portion

12,978

134,788

Waihau Bay - Wastewater
Disposal Field Renewals

478,640

Waihau Bay - Wastewater
Reticulation Renewals

10,000

10,382

10,783

11,183

11,575

11,966

12,349

12,722

13,104

13,377

Waihau Bay - Wastewater
Disposal Field Consent
Renewals

83,873

86,812

Waihau Bay - Wastewater
Treatment Renewals

5,000

5,191

5,391

5,592

5,787

5,983

6,175

6,361

6,552

6,688

Total investment to replace
existing assets
Total investment in

857,001

1,453,503

1,029,243

1,953,499

2,180,572

3,713,338

2,649,308

5,284,131

2,827,826

6,883,817

2,777,764

2,372,714

4,053,118

1,080,583

3,056,008

1,130,719

3,707,308

1,161,632

3,397,947

wastewater assets

Significant capital projects — stormwater

Table 63. Significant stormwater capital projects

Significant capital projects —
stormwater

FY2024/25

FY2025/26

FY2026/27

FY2027/28

FY2028/29

FY2029/30

FY2030/31

FY2031/32

FY2032/33

FY2033/34

Projects to meet additional
demand

Hukutaia - Stormwater
infrastructure development
for Hukutaia Growth Area -
Phase 01

578,750

598,300

617,450

1,337,700

Total investment to meet
additional demand

578,750

598,300

617,450

1,337,700

Projects to improve levels of
services
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Opatiki Town - Rural to Urban
Flood Protection - SH 2
Culvert Upgrade -
Investigation and Design,
Consent and Approvals,
Construction - LOS portion

46,719

13,479

13,979

720,720

Opatiki Town - Rural to Urban
Flood Protection - Duke St
West Stopbank -
Investigations and Design,
Consent, Construction - LOS
portion

131,250

583,988

Opotiki Town - Stormwater
Portable Pumps and
Permanent Sumps - Planning
and Design, Sump
construction, Existing Pump
Upgrade, New Pump/s
Purchase - LOS portion

37,500

175,196

505,453

Opatiki Town - Stormwater
stopbank culvert cost share -
LOS portion

12,500

Opotiki Town - Stormwater
Pump Station - Tarawa Creek
Upgrade - LOS portion

30,873

954,150

982,800

Opotiki Town - Stormwater
Basin - Wellington/Union
Street - LOS portion

125,000

Opotiki Town - Stormwater
Reticulation
extensions/upgrades - LOS
portion

206,537

212,776

219,164

223,730

Total investment to meet
improve levels of services

306,250

805,903

518,932

13,979

237,410

1,166,926

1,922,684

223,730

Projects to replace existing
assets

Opatiki Town - Stormwater
stopbank culvert cost share -
renewal portion

37,500

Opatiki Town - Rural to Urban
Flood Protection - SH 2
Culvert Upgrade -
Investigation and Design,
Consent and Approvals,
Construction - renewal
portion

46,719

13,479

13,979

720,720

Opatiki Town - Rural to Urban
Flood Protection - Duke St
West Stopbank -
Investigations and Design,
Consent, Construction -
renewal portion

43,750

194,663
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Opotiki Town - Stormwater
Portable Pumps and
Permanent Sumps - Planning
and Design, Sump
Construction, Existing Pump
Upgrade, New Pump/s
Purchase - renewal portion

12,500

58,399

168,485

Opotiki Town - Stormwater
Basin - Wellington/Union
Street - renewal portion

125,000

Opatiki Town - Stormwater
Drainage Renewals

22,000

23,723

25,465

27,168

28,829

Opotiki Town - Stormwater
Pump Stations - Renewals

60,000

62,292

64,698

67,098

69,450

71,796

74,094

76,332

78,624

80,262

Opotiki Town - Stormwater
Reticulation
extensions/upgrades -renewal
portion

68,846

70,925

73,055

74,577

Opatiki Town - Stormwater
Reticulation Renewals

75,000

77,865

80,872

43,614

45,142

46,667

48,161

49,616

65,520

334,425

Opotiki Town - King Street
culvert upgrade

51,910

668,850

Comprehensive Stormwater
Discharge Consent

50,000

51,910

53,915

Opotiki Town - Stormwater
Pump Station - Tarawa Creek
Upgrade - renewal portion

30,873

954,150

982,800

Opatiki Town - Stormwater
Large Diameter Renewals
(600mm+)

150,000

155,730

161,745

134,196

115,750

89,745

92,618

95,415

65,520

66,885

Total investment to replace
existing assets
Total investment in

575,750

882,000

699,488

1,505,391

566,917

1,085,849

258,887

272,866

255,807

834,557

208,208

806,508

341,760

1,196,620

1,246,438

2,413,364

2,015,068

3,937,752

1,224,999

2,786,429

stormwater assets

Risks and assumptions

Disclosure of risks and material assumptions for water services delivery

The table below captures key risks and assumptions that are not captured elsewhere in this Plan. The risks and assumptions below apply regardless of
the service model adopted.
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Table 64. Key risks and assumptions

Parameters

Drinking supply

Wastewater

Stormwater

Key risks for individual waters

Contamination or deterioration of source water
quality

Unauthorised trade waste discharge
Insufficient capacity during weather events
Delay in completion of capital projects to align
with accelerated growth

Adverse weather can strain a stormwater

network

Climate change is increasing the frequency
and severity of adverse weather events

Key risks that apply to all waters

Delay in obtaining consents, loss of consents, or non-compliance in the operation of consents

Issues within other councils - up to four councils need to collaborate to explore a joint WSO. A delay or distraction within a potential partner council could delay

exploration work.

Affordability if a joint WSO cannot be formed — cost per connection projections are similar across service delivery models over a ten-year period. However, cost per

connection projections become steeper for an internal business unit if that service delivery model is maintained beyond ten years.

Asset management practice — internal controls, processes and systems fail

Scheme operation — lack of resource and expertise

Scheme legalisation — lack of easements, inappropriate bylaws

Asset condition — failure due to age or condition

Scheme performance — poor performance due to lack of capacity

Asset maintenance — poor performance due to impairment

Scheme function — inadequate treatment

Significant assumptions for
individual waters

Population growth occurs at projected rates

Per capita water demand is broadly consistent with
historic levels

Consent renewals allow access to adequate quantity
of water supply

Water losses in the network can be identified and
remediated quickly

Population growth occurs at projected rates

Per capita production of wastewater is broadly
consistent with historic levels

The capital programme will be able to meet the
Wastewater Standards once they are finalised,
however the capital works programme may need
to be updated

Peak demand on the stormwater network
will continue to increase due to climate

change

Budget allocations support the proposed
comprehensive stormwater consent

Key assumptions that apply across
waters

The capital programme is adequate to maintain and/or obtain necessary regulatory compliance including resource consents
External funding and development contributions are obtained as projected

Any new regulatory requirements (beyond those we know to expect) are manageable

Assumptions underpinning the financial projections are outlined elsewhere
Potential partner councils will explore forming a joint WSO in good faith
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Key assumptions that apply to the Assumption Agreed approach
financial projections

e Actual audited Annual Report data was used for FY24
e  Long Term Plan Budget data was used for FY25

Existing documents informed

the inputs for FY24 - FY26
e Annual plan FIS statements were used for FY26

Interest rate on debt e  The rates used in the Long Term Plan were used for FY24 — FY26.

. For outyears, the latest LGFA-advised 10-year rate was used with an applicable borrower margin of ~55 basis points (as a
Guarantor Council)

Capital expenditure . Used the programme developed by Tonkin + Taylor, with modifications by the ODC technical team

Debt and revenue e  The combination of debt and revenue to meet costs was initially modelled using a 500% water debt-to-revenue ratio, and
then manually adjusted to smooth the revenue path and ensure whole-of-council debt track remains within internal
limits.

. Used the regulator levies quantum as per the FY Annual Plan
e  Added $100k p/a for audit costs in years where the Water Services Annual Report requires auditing

Extra operating expenditure

e  Added $150k p/a (representing 1 FTE) allowance for additional resource to support financial reporting, planning and
compliance requirements (from FY26)

e  Added $100k allowance for additional resource to support the exploration of a joint water services organisation (FY26 —
FY28)

. Used the operating expenditure profile in the Long Term Plan plus a consequential opex allowance for new growth and
LOS capex.

e 2023 Census data inflated at a rate of “CPI+1%"

Operating expenditure profile

Median household income

changes

Inflation . As per the Long Term Plan
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Appendix: Tonkin + Taylor report
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Executive summary

Tonkin & Taylor Ltd (T+T) was engaged by Opatiki District Council (ODC) to assess the viability of
continuing to provide three waters services "in-house" under a standalone business unit (STABU)
delivery model. The STABU model closely resembles the council's current service delivery approach
but is needed to meet the financial ringfencing requirements of the Local Water Done Well (LWDW)
legislation.

The financial modelling reveals that a financially sustainable STABU cannot be achieved under the
current LTP revenue levels. However, this can be achieved if whole of Council debt headroom is
utilised, and revenues are increased over and above LTP revenue. A STABU in this scenario still faces
some community affordability concerns based on the revenue required for this delivery model.

This work provides an initial “state of the nation” starting point, as ODC prepares to choose a
preferred service delivery option for consultation.

The key piece of enacted LWDW legislation is the Local Water Services Preliminary Arrangements Act
2024 (LWSPA). This introduces new minimum requirements for Councils as water service providers
to ensure adequate investment and revenue and comply with central government regulation.

A key consideration is whether council can establish a STABU that complies with the Local
Government Funding Agency Ltd (LGFA) debt-to-revenue ratio of 175 %. The financial modelling
used three scenarios to assess the feasibility of a STABU:

. Scenario 1: A STABU delivering the capital investment and revenue outlined in the council’s
Long Term Plan (LTP).

° Scenario 2: A STABU delivering a "stress-test" LWDW capital investment programme and LTP
revenue levels.

. Scenario 3: A STABU delivering a "stress-test" LWDW capital investment programme utilising
whole of Council debt headroom (and associated required revenue levels).

This stress test budget, to meet the sufficiency of investment requirements under the LWSPA,
increased the LTP's projected capital investment from $54 million to $68 million over Years 1 — 10
(shown below). This increase is primarily attributed to expediting projects related to the Hukutaia
growth area and adjusting the wastewater treatment plant upgrade budgets based on current data.
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LWDW Capital Investment 2024 - 2054
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Scenarios 1 and 2 were not financially sustainable under the current LTP revenue levels with no debt
headroom available when considering three waters service individually. For these scenarios the
revenue required to ensure compliance with the LGFA’s requirements would necessitate a
substantial increase in the three waters price profile. Scenario 3 utilises whole of Council debt
headroom allowing for a financially sustainable STABU to be achieved with a comparatively smaller
increase in required revenue over and above LTP revenue. Under this scenario projected costs would
exceed the generally accepted 2.5 % threshold of average household income but remains within the
upper bound affordability threshold of 5% (as shown below). For comparison, the current LTP
revenue also exceeds the 2.5% threshold of average household income however at a later date.
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Three waters pricing affordability (LWDW delivery using
Whole of Council Debt Headroom)
(% of average household income)
6.0%

5.0%

4.0%

3.0%

2.0%
1.0%

0.0%
24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34 34/35

Price affordability range e Affordability threshold (lower)

e Affordability threshold (upper)

Summary of observations:

. The STABU model can meet the LWDW's requirements by utilising whole of Council debt
headroom.

. Revenue would need to increase over and above LTP revenue to support a financially
sustainable STABU to deliver a "stress-test" LWDW capital investment programme

. Achieving compliance with the legislative tests would demand revenue increases, potentially
leading to unaffordable three waters service prices for the community.

These observations highlight that there is a path to a three waters services STABU delivery model for
ODC but only by using whole of Council debt leverage. There are wider Council financial
considerations that would need to be assessed as well as residual community affordability concerns
to be worked through. The evaluation of alternative service delivery models for three waters
services should still be considered to aid in giving a clearer picture of what options are realistic.
Options such as collaborations with other councils to pool resources may be necessary to ensure the
provision of sustainable and affordable water services for the community.

In addition, further detailed modelling and analysis could be undertaken to better determine
revenue distribution across the community to reduce the uncertainty around the number of
connections and resulting average household pricing. Council may also wish to explore analysis to re-
profile the LWDW capital programme based on a more affordable average household income
threshold. This analysis could be used to aid discussions with regulators to determine if major
compliance projects such as the WWTP upgrade or Te Kaha WTP upgrade can be deferred. This
could potentially reduce overall expenditure and therefore lower required revenue and make the
STABU more affordable for the community.
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1 Introduction

1.1 Background

Opatiki District Council (ODC) has engaged Tonkin & Taylor Limited (T+T) to provide Water Service
Delivery Plan (WSDP) support so that Council can achieve the outcomes required by Local Water
Done Well (LWDW) legislation. The services are to be provided over two Phases as follows:

. Phase 1: Review of Current State to test a Standalone Business Unit (STABU) for delivery of
three water services.

° Phase 2: Options Analysis of two service delivery scenarios.

1.2 Purpose and scope

Through its 2024 — 2034 Long Term Plan (LTP), Asset Management Plans (AMPs), and Infrastructure
Strategy (IS), ODC has a suite of documents that outline the current state of water service delivery
under the Local Government Act (LGA).

The purpose of this document is to give a high-level overview of what the current state of ODC’s
water service delivery means given the coming regulatory environment. Council is seeking to
understand whether a STABU is a viable “go-it-alone” scenario for three waters services. This needs
to be tested urgently as it is a critical assumption that informs Council resourcing and effort as well
as strategic positioning conversations with other neighbouring councils in the Bay of Plenty (BOP).

Within this context we have financially modelled the viability of a STABU three waters service
delivery model.
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2 Water reform context

2.1 Water reform legislation

For 22 years, the LGA has provided the integrated framework under which councils complete the
planning for all of their activities. The Coalition Government is currently enacting changes to reform
how councils deliver water services, increasing regulation, decoupling infrastructure investment
levels from councils’ other financial constraints, and streamlining consultation around changing
service delivery models.

Water Services Acts Repeal Act 2024

Local Government (Water Services Preliminary Arrangements) Act 2024
Repealed:

Water Services Entities Act 2022,

Water Services Legislation Act 2023,
and Councils must submit WSDPs.

Local Government Water Services Bill

Requires:

Water Services Economic Efficiency Financial ring fencing. Requires:

and Consumer Protection Act 2023. Ongoing water service planning.

Minimum investment levels.
Information disclosure frameworks

within six months.

Enables:
Enables:

Streamlines multi-council CCOs. . ) .
Funding and operational mechanisms

Crown can intervene with Specialists/ | for water service providers.

Facilitators.
ComCom can recommend control of a
water service provider's revenue,price,
performance, and quality.
Figure 2.1: Water reform legislation
Key themes in the legislation are:
. Investment rigour: ring fencing of all three waters costs and revenue from the rest of council,

and requirements to demonstrate minimum levels of investment and revenue.

. Immediacy: a major change to three waters sector under a compressed timeframe; the only
specific reasons listed for deadline extensions are complications around multi-council CCOs.

. Streamlining consultation on changes to water services: Councils can consult on only two
options and don’t have to reconsult on further changes.

. Increased central oversight and intervention: Councils submit their WSDPs to the Secretary
for Local Government for approval; the Minister for Local Government can appoint Crown
facilitators and specialists to support/direct councils. Additional legislation has introduced
economic regulation to existing environmental and public health regulation.

2.2 Financial requirements and implications

The LWSPA introduces new minimum requirements for the level of infrastructure investment by
water service providers, shown in Table 2.1 below. Typically, Councils have invested less than these
minimums. ODC will need to demonstrate through its WSDP that the adopted delivery model and
proposed investment profile will comply with these new requirements.
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Table 2.1: Financial requirements and tests

Category Legislative requirement | Test

Ring fencing of three Proposed option can support ring

Transparency of investment ) ) . ; .
waters financials. fencing of financials.

Sustainable investment Renewals investment matches asset
by 30 June 2028. requirements (taken as
depreciation).

Sufficiency of investment

Regulatory compliance. Investment will support expected
regulatory requirements of
ComCom, BoPRC, and Taumata
Arowai.

Growth. Investment supports growth
projections in the LTP at agreed
service levels.

We note that the LWSPA does not explicitly emphasise affordability of water services, but it remains
an important consideration for the provider’s ability to source sufficient revenue, which comes from
the community. We have seen affordability thresholds of 2-2.5 % of household income being used
by other councils during this review period. This threshold may be an important consideration by the
minister when approving the plans.

Table 2.2: Financial implications of requirement

Category Implication

Rates, fees, and charges influenced by cross-subsidisation may

Transparency of investment . I
change materially (e.g., development contributions).

Additional capital investment above LTP levels will increases costs

Sufficiency of investment
y for current customers but reduces costs for future users.

If the required capital investment exceeds the debt available under
the debt/revenue cap, this will force significant revenue increases
to lift the debt cap and fund some of the capital directly.

2.3 Delivery model options

The five delivery model options available to ODC that comply with legislation are outlined in Table
2.3 below. The option closest to current practice is the standalone business unit (STABU). Vesting
assets with a Community Trust was not available to Councils prior to the LGWSPA. We understand
that informal enquiries to Horizon Networks indicate they are not in a position to expand into water
service delivery.
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Table 2.3:

Delivery model

Standalone
business unit

Ownership Entirely owned

Delivery model implications and scale

Standalone
business unit
with shared
services

Entirely owned

Single-Council
Cco

Entirely owned

Multi-Council
Ccco

Shared

Community
Trust

Community

by ODC. by ODC. by ODC. ownership with | Trust owns
other councils. | assets.
Governance Status quo. Status quo. Competence Competence Elected
based board, based board, trustees.

appointed by
oDC.

appointed by
shareholders.

S| CNIATEIT@ Status quo. Status quo plus | Status quo. 3-20 times Status quo up
services a bit. increase?. to 20 times
increase?.

Note 1: estimated scale increase is based on an indicative increase in number of connections in a multi-Council scenario
which could be in the order of 1-2 other Councils or 5-6 Councils.

Note 2: estimated upper end scale increase is based on an indicative number of connections managed by Horizon

Networks.
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3 Three Waters and Council

ODC’s Three Waters
assets make up about
28 % of ODC'’s total

asset portfolio.

m Three Waters Assets m Rest of Council's Assets (excl Harbour)

About 13 % of ODC’s

total expenses (Opex

including cost of

finance) is on its Three
Waters services.

m Three Waters Total Opex

About six FTE are
directly involved in
Three Waters
delivery.
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3.1 ODC’s three waters services

ODC provides three water services in a number of communities across the district. With regulatory
changes, Council may also become responsible for several small, privately-owned water supplies.
The Council has yet to assess the potential organisational and rating implications of this.

The water supply services approximately 5,750 of the Opatiki District population in:

. Te Kaha
. Opatiki Township (including Hukutaia and the Waiotahe Drifts)
o Ohiwa.

Council operates two wastewater schemes:

. Opotiki Township (inclusive of the Waiotahe Drifts)
. Waihau Bay

Council’s stormwater schemes service the Op6otiki township (inclusive of Waiotahe Drifts and
Hukutaia). Additionally, rural roadside stormwater is provided as part of the Transport activity.

|Waihau Bay WW network I—\ )
Te Kaha WS Network }—\ '

Ohiwa WS Network

WHAKATANE

OPOTIKI

LEGEND
Opotiki WS, WW, and SW networks [rome Sy
Original Scale = 1:500 000 "'
0 10 20 30
{kilometres)
Figure 3.1: Map of Opaétiki District Council extent and networks.
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Figure 3.2 below shows the replacement value of the ODC three waters assets.

—r
—~—

$49M - - N
44% ﬁ o l A‘

Combined replacement value
$112M

Replacement Value

Figure 3.2: Overview of three waters replacement value for Opétiki District Council (ODC).

3.2 Connected customers

Three water services are provided to customers within the district to varying degrees. The number of
connections of water supply, wastewater and stormwater has been assumed as the number
reported to the DIA for non-financial performance measures. This includes:

o Water supply = 2,694 connections.

° Wastewater = 1,799 connections.
° Stormwater = 1,772 connections.
) Average number of connections = 2,088.

There are a number of properties that do not connect to ODC schemes. Figure 3.3 below provides an
overview of connected properties for water and wastewater as percentage (%) of total properties.
Based on the number of properties connected to the ODC networks it is estimated that there are
1827 private water supply connections and 2809 private wastewater connections district wide.

Connected properties as % of total properties
70%
e —ad
A N
50% ‘ .
40%

30%
Residential properties
20% 4,239-(2018)

10%
0%
Water Wastewater

Figure 3.3: Overview of percentage of connected properties in the district connected to ODC water supply and
wastewater networks.
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3.3 Current asset condition and renewals spend

The condition of Council’s pipe networks varies significantly between activities as shown in Figure
3.4. Stormwater has the fewest assets in good condition, wastewater has the most pipes in poor
condition.

Overall ODC’s three waters data confidence sits at a rating of B— Medium. Data is based on
procedures, investigations and analysis which is properly documented, but has minor shortcomings
for example, data is old, some documentation is missing, and reliance is placed on unconfirmed
reports. The quantity of asset condition data is very low, ODC is actively working on increasing this
data set. Current decisions for renewals are based on asset life, performance and operational
knowledge within ODC.

Council is investing heavily over this LTP period in operational projects to better understand three

waters assets including condition and criticality data.

WS Below Ground Asset Condition WW Below Ground Asset Condition SW Below Ground Asset Condition

00C

m Excellent = Good Average = Poor w=\VeryPoor = Notassessed

Figure 3.4: Our three water assets condition
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Figure 3.5: Historic cumulative three waters renewals spend since 2013

Over the last 10 years, there has been a wide range in renewal spending for each activity. The lower
spend on stormwater is because residential drains were generally piped much later than the water
and wastewater networks were laid.
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10

34 Achieving compliance

The following key compliance figures are sourced from the Three Waters Asset Management Plan. All of the highlighted non-compliance items have
associated capital and operational investment planned in the 2024 — 2034 LTP to achieve required compliance.

1a, 1b - Drinking water compliance

Water supply has not o .
fully complied with —
bacteria and protozoal *' .
criteria since 2018. -
Upgrades scheduled for ‘ .
2027/28

2.5

Wastewater ' -
overflows frequency
meets LOS targets

(with exception of N,
A e e S e e '
2022/2023 abatement

noticed issued) 2018/19 2019/20 2020/21 2021/22 2022/23
M Actual Sewer Overflows per 1000 connections = Target Maximum
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Stormwater has
received few .
complaints over the “

past 5 years for the A
service NN

Key consent renewals include:

° Discharge to land from Opotiki wastewater
treatment plant in July 2025.

° Expired Te Kaha water supply take.

° Expired stormwater consents (to be included in
ongoing consenting efforts for a Comprehensive
Stormwater Discharge Consent).

11
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0 II || II II I|
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6]

M Actual Complaints per 1000 connections Target Maximum

There is a risk that non-compliant private water
supply schemes would necessitate Council taking
over operation of the schemes. This could lead
to a major compliance issue. This risk is currently
un-quantified, but a possibility given the number
of un-serviced properties in the district.
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3.5 Providing for growth

Opatiki is a growing district and is predicted to continue to grow albeit at a slower pace than recent
years. The expected growth in the district’s population is driven by the forecasted employment
opportunities in aquaculture and kiwifruit industries.

16,000
14,000
12,000
10,000

8,000

6,000

Population projection

4,000

2,000

2022 2027 2032 2037 2042 2047 2052
Year

Figure 3.6: Forecasted population projections for Opétiki District, based on the “Eastern Bay of Plenty Housing
and Business Needs Research”, MRCagney (NZ), 2023.

The two largest planned growth areas are infill housing in the Opatiki township and in Hukutaia. The
latter currently only has a private onsite wastewater system and needs a network and trunk main to
connect the area to the main Opotiki treatment plant. Water supply and wastewater renewals and
upgrades are required in Hukutaia to accommodate the anticipated growth. This is currently
anticipated to start from 2027/2028 onwards.

Key projects to accommodate growth projections include:

. Hukutaia water supply LOS upgrades.

. Hukutaia wastewater and stormwater infrastructure development split over two phases for
the identified growth area.

. Opotiki wastewater treatment plant upgrade (partially LOS, renewals and growth driven).

3.6 Shortfalls in growth provisions

The 2024 — 2034 LTP had to make tough decisions around providing for growth to balance
affordability for the community. Council adopted an approach of limited investment in identified
areas to assist growth with the result for three waters investment being that many growth projects
were pushed out into the later years, with the view that they could be brought forward if funding
were to be sourced. Under LWDW settings these projects may need to be brought forward so as to
satisfy the requirement for sufficiency of investment for growth.
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3.7 Staff

ODC recently underwent a restructure of business units and roles within Council. Figure 3.7 below
shows the current organisation structure.
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Figure 3.7: ODC organisation structure

Current Council staffing numbers are:

° 71 full time.
. 17 part time.
° 4 casual roles.

° 12 vacant roles.

Whilst a number of roles have been filled in the past year, there are still a number of vacant roles
outstanding which highlights the challenges faced in resourcing Council operations. A high-level
assessment indicates that currently six FTE staff are directly working in three waters services with
approximately another 10 FTE staff having inputs into three waters services. These preliminary
numbers are a high-level snapshot to provide a rough estimate of staff possibly involved in three
water services. This is for information purposes only and does not reflect any in-depth assessment of
any future three water services structure.

The key ongoing challenges faced include:

. LTP budgets have been constrained in the early years to reflect resourcing challenges (both
staff and contractors). A key assumption is that in later years of the LTP Council will be able to
recruit and retain staff. Recruiting staff to match this assumption will continue to be a
challenge.

. Attracting and retaining staff. Council faces an ongoing challenge around succession planning
for key roles and for when staff move on. In a post-reform LWDW environment, competition
to attract and retain staff will only increase with the possible formation of ‘rival’ CCOs looking
to recruit staff.
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° There is a staff resilience challenge related to availability of staff to cover annual and sick
leave for key staff.

3.8 Managing services

Asset Management (AM) practices and the maturity to which they are developed within an
organisation gives a good insight into how well delivery of services are managed by an organisation.
The most recent AM maturity assessment! undertaken for ODC in 2022 noted that Council AM
practices sit at a Basic to Core level. The high priority improvements items noted as part of this
assessment were:

. Development and adoption of an AM Policy.

. Developing and reviewing Levels of Service (definitions, targets and measures).

. Completion of a Criticality Framework for 3 Waters and management of key risks.
. Clarify asset hierarchy and include criticality ranking in data.

As part of the recent organisational restructure ODC are undertaking a reassessment of their AM
Policy and Framework with a view to implement some of the above suggested improvements over
time. Once ODC sets asset maturity targets and begins moving toward this desired state, there
should be a corresponding increase in efficiency and quality of planning and outputs for the
provided services.

1 Assessment of Asset Management Maturity — 3 Waters and Roading. ProjectMax, May 2022

Tonkin & Taylor Ltd January 2025
Water Services Delivery Planning — Current State Summary (FINAL) Job No: 1096531 v3
Opatiki District Council



15

4 Funding services

We have partnered with Matt Townsend (trading as Water Infrastructure Reform planning) to
undertake the financial modelling that underpins the assessment of the current state of three
waters service delivery.

This seeks to answer the following financial questions:

) Can Council form a standalone business unit (STABU) and be compliant with the Local
Government Funding Agency Ltd (LGFA) debt to revenue ratio of 175 % (current limit for
0oDC)?

. If not, then what additional revenue is required to make a STABU delivery model compliant?

The financial modelling starts at Year 0 (2024/2025) and goes through to Year 10 (2034/2035). The
financial modelling has assessed three waters debt to revenue ratio independently to the rest of
Council in the first instance and then modelled leveraging whole of Council debt capacity to offset
three waters debt to revenue levels. There are also other mechanisms to increase debt to revenue
levels such as becoming a credit rated Council (280%) that may want to be explored by Council.

4.1 Current financing

Currently Council fund services via a combination of rates across the district. For three water
services the following rating types are relevant:

. District wide: general rate based on property capital value and Uniform Annual General Rate
(VAGCQ).

. Targeted rates for water supply and wastewater based on scheme.

. Metered water rate consumption charges for water supply.

. Communities of interest: which covers residential, rural and commercial (with stormwater

listed as a relevant service rated for).

Given the mix of rating types applied across Council services it is difficult to say exactly what the
revenue amount is for any given service. For the purpose of assessing a STABU delivery model we
have used LTP revenue levels detailed in the 2024 — 2034 LTP Financial Impact Statements (FIS).

4.2 Financing under economic regulation

It is important to highlight that financing under water reform will be in line with how financing is
applied to other industries that are under economic regulation. The intent of the LWSPA legislation
is to unlock access to additional debt to deliver on the required capital investment in three water
services. The mechanism for this is in obtaining a more aggressive credit rating which can only be
achieved (under the constraints of the LWSPA) if Councils devolve direct control over three water
service delivery and form Council Controlled Organisations (CCOs). However, in a STABU delivery
model scenario, only the same level of debt to revenue will be made available to Council via LGFA as
has been confirmed by the Department of Internal Affairs (DIA)2.

2 Factsheet: Financing for councils and water organisations. DIA, August 2024
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4.3 ‘Stress tested’ LWDW capital investment

The DIA has been clear that LTP budgets cannot be assumed to be used as status quo and that the
budgets put forward as part of a WSDP should be compliant with increased regulatory requirements
under LWDW and requirements of LWSPA. This includes:

. Sustainable investment by 30 June 2028.

° Regulatory Compliance.

. Growth.

ODC and T+T staff have workshopped the 2024 — 2034 LTP budgets for three water services based
on the above criteria. The LTP three waters capital investment programme for Years 1-10 has

increased from $54m to $68m (nominal) as a result of this exercise. The main changes to projects
are highlighted below:

Water supply

. Water treatment Plant (WTP) to Ford Street ring main renewal has been consolidated from
Year 4-26 to Year 4-6 to reflect likely staging of works.

. Te Kaha WTP relocation construction phase has increased by $0.25m.

. Addition of an allowance in Year 3 of $1.5m for refurbishment of St Johns Street water

services depot for use by the new STABU.

. Hukutaia water supply LOS upgrades brought forward from Year 7 to Year 4 to reflect
unlocking growth in the Hukutaia growth area.

Wastewater

. Opotiki Wastewater Treatment Plant upgrade increased by $3m in Years 1-10 based on latest
estimates of likely construction costs. Additional staging of construction has been added from
Year 13 onwards for disposal field extension land purchase, construction and installation of
associated infrastructure.

. Hukutaia wastewater infrastructure brought forward from Year 4 and 5 up to Year 3.

Stormwater

o Tarawa Creek Flood storage area project brought forward by several years from Year 11 to
Year 2 and 3.

. Tarawa Creek pump station brought forward to Year 3 to coincide with the above project.

. Added a larger diameter stormwater renewals programme as this was previously overlooked

in current renewal programme. This is an additional $1m in Years 1-10.
. King Street culvert upgrade project added in Year 3 $0.5m.
. Hukutaia stormwater infrastructure brought forward from Year 4 and 5 up to Year 3.

The adjusted LWDW capital investment budget is shown below (Figure 4.1) in comparison to the
LTP/Infrastructure Strategy budget for three water services over 30 years.
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LWDW Capital Investment 2024 - 2054
(Excluding Inflation)
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Figure 4.1: LWDW capital investment budget compared against current LTP budget 2024 — 2034.

4.4 Financing sufficiency

We have modelled the following scenarios to demonstrate if Council can fund a standalone business
unit (STABU) for ring-fenced three water services:

. A STABU with LTP capital investment and LTP revenue.
. A STABU with LWDW capital investment and LTP revenue.

In addition, we have modelled leveraging whole of Council debt capacity in the following scenario:

. A STABU with LWDW capital investment utilising whole of council debt headroom (and
associated required revenue).
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STABU financing to deliver current LTP
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Figure 4.2: STABU financing to deliver current LTP capital investment with LTP revenues
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Figure 4.3: STABU financing to deliver LWDW capital investment with LTP revenues

The above two graphs (Figure 4.2 and Figure 4.3) show that a STABU delivery model cannot be
funded at current LTP revenue levels with no debt headroom available when considering three
waters service individually.

We have then modelled the financing sufficiency of a STABU with LWDW capital investment utilising
whole of council debt headroom and required revenue to determine if this would be viable. Below
shows that whilst three waters service debt remains above LGFA thresholds, whole of council debt
can be kept under 175% so long as revenue is adjusted (as discussed and shown in Section 4.5).
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Figure 4.4: STABU financing to deliver LWDW capital investment utilising whole of Council debt headroom

4.5 Revenue sufficiency

With current LTP revenues insufficient to allow financing of either the LTP or LWDW capital
investment, we have modelled the required revenue needed to make a STABU delivering LWDW
capital investment utilising whole of council debt headroom viable under the requirements of the

LWSPA.

Domestic Pricing = 3 scenarios for Opotiki District Council
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Figure 4.5: Domestic pricing required for revenue sufficiency

The above graph (Figure 4.5) shows the following domestic pricing:

° Opotiki LTP — Current LTP revenue to compare against

Year 10

2034/35

= = Opotiki SCCO

—— Opotiki STABU

= Opotiki LTP

Opotiki (with
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° Opotiki STABU — STABU revenue required to deliver LWDW capital investment keeping three
waters debt levels below 175%

. Opotiki (with Council Leverage) — STABU revenue required to deliver LWDW capital
investment utilising whole of council debt headroom

. Opotiki SCCO — an indicative pricing profile for a single CCO delivery model as a comparison
alongside the current LTP pricing. This shows that for ODC there is unlikely to be pricing
efficiency gained from a single CCO delivery model due to the additional upfront costs
required (for example Chief Executive and CFO, Board of Directors, and annual reporting
costs).

The ‘ramp up’ in pricing in Years 1 to 2 is an indicative estimate of the additional expenses incurred
under LWDW. This represents the step change in delivery of water services compared to current
Council operating environment. This includes:

° Allowance for additional resourcing and staff for economic regulator information disclosure.
o Reporting IT systems.

. Regulatory levies.

o Insurance.

4.6 Affordability

As mentioned earlier, affordability is another metric that although not tied to LWDW still provides
important context for Council and potentially the Commerce Commission (“ComCom” the economic
regulator). An internationally accepted measurement of affordability is to compare water service
rates against average household income. Based on recent literature research?, the percentage of
household income threshold to adopt as being affordable varies. Many organizations and
governments have suggested different thresholds to classify water services as affordable, such as 3—
5% by the World Bank, 5% by Asian Development Bank, 2.5% by the United States Environmental
Protection Agency, and 3% by OECD. An upper and lower affordability threshold has been applied to
give context to the uncertainty regarding this metric.

We have applied this affordability metric to both the STABU revenue required to deliver LWDW
capital investment utilising whole of council debt headroom (Figure 4.6) and current LTP revenue
(Figure 4.7).

We have also provided an affordability range demonstrating the uncertainty in assumed number of
connections over which the required revenue is spread. The upper bound represents the percentage
of average household income when revenues are spread over the number of connections reported
to DIA (refer Section 3.2), while the lower bound uses a maximum number of possible domestic
connections which has been set at the number of rateable residential assessments in the LTP (3,813
in 2024 up to 4,160 in 2031).

This shows that the associated estimated affordability of three water services in a STABU scenario is
relatively sensitive to assumed number of domestic connections. It is noted that even in the event of
allowing for maximum rateable residential connections, the affordability of this scenario still
breaches the lower affordability threshold of 2.5% from 2026/27 onwards but remains within the
upper threshold of 5%. This is also true to a lesser extent for current LTP revenue levels which
breach the lower 2.5% affordability threshold from 2029/30 onwards.

3 Water affordability analysis: a critical literature review. AQUA - Water Infrastructure, Ecosystems and Society (2023) 72
(8): 1431-1445,
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Three waters pricing affordability (LWDW delivery using Whole
of Council Debt Headroom)
(% of average household income)
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Figure 4.6: Three waters pricing affordability for STABU as % of average household income

Three waters pricing affordability (Current LTP CAPEX and
Revenue)
(% of average household income)
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Figure 4.7: Three waters pricing affordability for current LTP as % of average household income

4.7 Key assumptions

The basis for all the information used in this modelling has been the 2024 — 2034 LTP and
corresponding Financial Impact Statements (FIS). As with any modelling there are a range of
assumptions built into this financial modelling. The three key assumptions that have the greatest
impact on the financial modelling output of any scenario are:

. Capital investment programme: this has the greatest effect on the financial outcomes of the
modelling as it is the primary driver of debt levels and the timing of debt drawdown. However,
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we note that the LWDW capital investment programme is a fixed requirement of the LWPSA
legislation for sufficiency of investment. While there may be some timing and funding
assumptions that could be tweaked in the LWDW programme, it would be difficult to justify
large scale changes that would make a STABU scenario financially viable under LTP revenue
levels.

. Number of domestic connections: this directly affects the estimated average three waters
pricing per household and therefore the affordability calculations. The number of connections
adopted in this modelling is the average of water supply, wastewater and stormwater
connections that are reported to the DIA as non-financial performance measures (as outlined
in Section 3.2).

. Operational expenditure: these have been taken from the 2024 — 2034 LTP financial impact
statements. How these were developed by ODC may hide some interdependencies and cost
(or savings) between different parts of the Council (this has not been assessed). However,
overall, operational expenditure does not have the same level of effect compared to the
above two assumptions and any changes to this assumption will have a minor effect on
financial modelling outcomes.
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5 Summary of observations

New water reform legislation requires that Councils determine a new delivery model for three water
services. The LWPSA introduces a range of delivery model options to choose from and specific
financial requirements which includes ring fencing three water services for transparency of
investment and meeting a series of tests to determine if the investment is sufficient.

This report has assessed the Council continuing to deliver three water services ‘in-house’ under the
STABU delivery model. This model is closest to how Council currently delivers three water services,
with the important distinction that it meets the LWPSA transparency of investment and sufficiency
of investment requirements.

To ensure that the investment in three waters is sufficient, the 2024 — 2034 LTP capital investment
programme has been ‘stress-tested’ to create a LWDW capital investment programme. This resulted
in the capital programme increasing from $54m to $68m with the majority of this change coming
from bringing forward the timing of projects related to the Hukutaia growth area and revising the
WWTP upgrade budgets and staging based on latest information.

The financial modelling reveals that a financially sustainable STABU cannot be achieved under the
current LTP revenue levels. However, this can be achieved if whole of Council debt headroom is
utilised, and revenues are increased over and above LTP revenue. A STABU in this scenario still faces
some community affordability concerns based on the revenue required for this delivery model.

To make this service delivery model compliant with the legislative tests, revenue would have to
increase to $5.8m in Year 1 out to $15.1m by Year 10. This represents an approximate domestic
connection charge for three water services of approximately $2,000 in Year 1 and $6,050 in Year 10.
These values are inflated figures.

A common test on the affordability of this pricing is to assess the cost as a percentage of average
household income. On this basis the required three water service price over this period represents
1-5 % of Opatiki average household incomes, which is above the generally accepted lower bound
threshold for affordability of 2.5% but just within the upper bound threshold for affordability of 5%.

These observations highlight that there is a path to a three waters services STABU delivery model for
ODC but only by using whole of Council debt leverage. There are wider Council financial
considerations that would need to be assessed as well as residual community affordability concerns
to be worked through. The evaluation of alternative service delivery models for three waters
services should still be considered to aid in giving a clearer picture of what options are realistic.
Options such as collaborations with other councils to pool resources may be necessary to ensure the
provision of sustainable and affordable water services for the community.

In addition, further detailed modelling and analysis could be undertaken to better determine
revenue distribution across the community to reduce the uncertainty around the number of
connections and resulting average household pricing. Council may also wish to explore analysis to

re-profile the LWDW capital programme based on a more affordable average household income
threshold. This analysis could be used to aid discussions with regulators to determine if major
compliance projects such as the WWTP upgrade or Te Kaha WTP upgrade can be deferred. This
could potentially reduce overall expenditure and therefore lower required revenue and make the
STABU more affordable for the community.
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6 Applicability

This report has been prepared for the exclusive use of our client Opétiki District Council, with
respect to the particular brief given to us and it may not be relied upon in other contexts or for any
other purpose, or by any person other than our client, without our prior written agreement.

Tonkin & Taylor Ltd
Environmental and Engineering Consultants

Report prepared by: Authorised for Tonkin & Taylor Ltd by:
e (\q&-m\h

- KenMaCdonald ..............................

Water Resources Engineer Project Director
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