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6 NGA PURONGO TAIPITOPITO / INFORMATION REPORTS

6.2 NORTHLAND WATERS LIMITED: STATEMENT OF EXPECTATIONS WORK
PROGRAMME

File Number: A5822989
Author: Andy Dowdle, Change Specialist - Organisational Development
Authoriser: Charlie Billington, Group Manager - Corporate Services

TAKE PURONGO / PURPOSE OF THE REPORT

This report provides Te Koekoea with an update on the work programme for preparing the first
Statement of Expectations (SOE) for Northland Waters Limited (NWL), and outlines the
Committee's role in shaping FNDC's input ahead of adoption by the Shareholder Representative
Group (SRG). This report does not seek a decision. It is provided for the Committee's information.

WHAKARAPOPOTO MATUA / EXECUTIVE SUMMARY

e Council resolved on 20 May 2026 to enter NWL. NWL was incorporated on 11 May 2026,
which triggers a statutory requirement under section 225 of the Local Government (Water
Services) Act 2025 for the first SOE to be provided no later than 11 November 2026.

e The SOE is the principal accountability instrument from shareholders to the Company. It
sets the outcomes and high-level expectations that the Company must give effect to, while
preserving the Board's statutory independence on operational matters.

o Under clause 8.1 of Schedule 2 of the Shareholders' Agreement, each Shareholder
provides input, the SRG reviews and refines the draft, the SRG consults the Company, and
the SOE is adopted jointly by the Shareholders through the SRG. Adoption of the SOE is a
reserved matter under Schedule 4.

¢ FNDC's SRG representatives are Mayor Moko Tepania and Cr John Vujcich, with
alternates Cr Kelly Stratford and Cr Arohanui Allen. The SRG will meet on a monthly
cadence during establishment (in-person every two months in Whangarei, with a Teams
meeting on alternating months).

e The SOE will contain two layers: general expectations formed jointly across the three
shareholder councils, and FNDC-specific expectations permitted under the Act and the
foundation documents.

¢ A work programme of SRG meetings and workshops, FNDC workshops, and engagement
with Te Kuaka and Te Kahu o Taonui is in place. Currently shareholder input is expected by
late July 2026 to allow time for SRG refinement, Board consultation, and adoption ahead of
11 November 2026.

TUTOHUNGA / RECOMMENDATION

That the Te Koekoea Committee for Council Controlled Organisations receive the report
Northland Waters Limited: Statement of Expectations Work Programme .
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TAHUHU KORERO / BACKGROUND
Council's 20 May 2026 resolution

At its extraordinary meeting on 20 May 2026, Council resolved to approve FNDC's entry into
Northland Waters Limited as a joint shareholder alongside Whangarei District Council (WDC) and
Kaipara District Council (KDC). NWL was incorporated on 11 May 2026. This date is the operative
starting point for the statutory clock under section 225 of the Local Government (Water Services)
Act 2025.

The Statement of Expectations in brief

The SOE is the formal mechanism through which shareholder councils communicate their
collective expectations to a water services council-controlled organisation (WSCCO). Section 224
of the Act sets the framework: the SOE articulates shareholder expectations over a minimum 10-
year horizon, and the Company must give effect to it. Section 224 also requires shareholders to
give the Board the opportunity to review and comment on a draft SOE, and to consider any
comments received before finalising it. Where a SOE is inconsistent with a regulator's direction or
requirement, the regulator's direction prevails.

Section 225 sets the transitional rule for a newly established WSCCO. The shareholders must
prepare and provide the first SOE as soon as practicable after establishment, and no later than 6
months from the date of incorporation. For NWL, incorporated on 11 May 2026, this means the first
SOE must be provided by 11 November 2026.

The SOE sits alongside, but is distinct from, the Constitution, Shareholders' Agreement, Transition
Agreement, and Water Services Strategy. It operates in one direction, from shareholders to the
Company, and does not impose obligations on the shareholder councils themselves. The legal
framework and the distinctions between these documents are set out in more detail in the February
2026 Elected Members Steering Group paper, attached for reference.

Process and controls under the Shareholders' Agreement

Clause 8.1 of Schedule 2 of the Shareholders' Agreement sets out the process for preparing the
SOE: each Shareholder provides input into the proposed form of the SOE; the SRG reviews and
refines that input; the SRG consults the Company to seek any feedback; and the Shareholders
adopt a jointly agreed SOE. Schedule 4 records the SRG's composition and decision-making
framework, including that adoption of the SOE is a reserved matter. The first SOE must be adopted
within six months of incorporation, which is acknowledged in clause 8.1.

Schedule 6 of the Shareholders' Agreement records the agreed content scope for the SOE. This
includes the legislatively mandatory content under the Act, an agreed list of additional matters that
the SOE will address (such as performance indicators, relationship expectations, and strategic
priorities), an obligation on the Company to consider and report on options for moving toward a
price harmonisation model for water charges within 3.5 years of incorporation, and scope-of-
application provisions that allow matters to apply to all

MATAPAKI ME NGA KOWHIRINGA / DISCUSSION AND NEXT STEPS
The SRG and FNDC's representation

FNDC's appointed SRG representatives are Mayor Moko Tepania and Cr John Vujcich, with
alternates Cr Kelly Stratford and Cr Arohanui Allen. Each council is represented by two members
plus alternates under Schedule 4 of the Shareholders' Agreement. The SRG is required to meet at
least four times per year, and more frequently during establishment.

The proposed SRG meeting cadence through the establishment period is monthly: in-person
meetings every two months in Whangarei, with Teams meetings on alternating months. The SRG
secretariat will sit with WDC during establishment, with reasonable costs reimbursed by the
Company.
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Two layers of expectations

The SOE for NWL will reflect two layers of expectations. The first layer is the general expectations
formed jointly across the three shareholder councils. The second layer is the FNDC-specific
expectations permitted under the Act and the foundation documents.

General expectations across the three councils. The SOE must include, as a minimum, the
outcomes shareholders expect the Company to achieve, requirements relating to resource
management and land use planning, a requirement that the Company act in accordance with
statutory obligations applying to the shareholder councils, and the information to be included in the
half-yearly report. Beyond these mandatory matters, Schedule 6 of the Shareholders' Agreement
records additional content the three councils have already agreed will sit in the SOE, including
expectations on how the Company conducts its relationships with shareholders, communities,
hapu, iwi, Maori organisations and consumers, performance indicators and measures,
expectations relating to the strategic priorities to be reflected in the Water Services Strategy,
requirements for community or consumer engagement, and the price harmonisation reporting
obligation within 3.5 years of incorporation.

FNDC-specific expectations. The Schedule 6 scope-of-application provisions expressly allow SOE
matters to apply to a specific Shareholder's Service Area, or to a specified part of the Water
Services. This is the established door for FNDC-specific content within the SOE, and does not
require any further amendment to the foundation documents. Areas where FNDC-specific input is
likely to matter include the approach to price harmonisation having regard to affordability across
the district, the framework for engagement with hapd, iwi and Maori organisations across the Far
North, and the approach to community engagement reflecting FNDC's submission feedback and
demographic context.

Different views on community engagement. The three shareholder councils approach community
engagement in different ways, reflecting their distinct communities, governance contexts, and
engagement histories. FNDC's input will need to reflect its own approach while supporting a
workable joint position in the SOE. Identifying where common ground exists, and where district-
specific provisions are appropriate, is part of the work for the SRG and for FNDC's elected
members through this process.

Working constructively with the Board

Section 224 of the Act requires shareholders to give the Board the opportunity to review and
comment on a draft SOE, and to consider any comments received before finalising it. FNDC's
posture is to work constructively with the Board to land a SOE that is workable for both parties,
recognising the Board's statutory role to give effect to the SOE in the running of the Company, and
the shareholders' role to set the strategic expectations and accountability framework.

FNDC input pathway

The work programme to develop FNDC's input has been built around the SRG meeting cadence,
FNDC workshop availability, and engagement with Te Kuaka and Te Kahu o Taonui.

Te Koekoea is the committee with delegated oversight of council-controlled organisations,
including responsibility for considering Letters of Expectation, and is therefore the FNDC-side
standing forum for the SOE work programme. Input flows from Te Koekoea to Mayor Tepania and
Cr Vujcich for advancement at the SRG. The key milestones for FNDC's input are:

e 25 May 2026: SRG meeting 1 (held). Initial discussion of SOE work programme and SRG
operating settings.

e 8 June 2026: SRG workshop. Work through key issues and prepare for upcoming
decisions.

e 11 June 2026: FNDC workshop space following Extra Council Meeting. Available for SOE
work if required.

e 16 June 2026: Te Koekoea committee meeting and workshop space. Committee's primary
substantive engagement on FNDC's draft input.
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18 June 2026: Possible stakeholder-inclusive FNDC workshop to test issues and gather
input.

e 22 June 2026: SRG meeting. Formal checkpoint to review progress and next steps.
e 6 July 2026: SRG workshop. Further work to progress design and negotiation thinking.

e 11 July 2026: Te Kahu o Taonui hui. Seek feedback from Te Kahu o Taonui and consider
collective engagement with WDC.

e 14 July 2026: Te Kuaka committee meeting. Seek final feedback. Officers will look to bring
engagement with Te Kuaka forward where practicable so that feedback can shape input
rather than confirm it.

o 20 July 2026: SRG meeting. All shareholder input required by this point.

Following 20 July, the SRG will refine the draft SOE through August and September, consult the
Company in line with the section 224 requirement during September and October, and adopt the
SOE by 11 November 2026 to meet the section 225 deadline. Te Koekoea will continue to receive
updates through this period.

Te Koekoea's role from here

Te Koekoea is positioned as the standing FNDC-side committee touchpoint for the SOE work
programme through to SRG adoption. The Committee's role at this stage is to receive the work
programme, use its workshop time on 16 June to develop FNDC's draft input on non-negotiables
and FNDC-specific expectations, and continue to provide direction to FNDC's SRG representatives
as the work progresses. A further report will return to the Committee at its next meeting with the
developed draft input for consideration before the SRG's 20 July input deadline.

PANGA PUTEA ME NGA WAHANGA TAHUA / FINANCIAL IMPLICATIONS AND BUDGETARY
PROVISION

There are no direct financial implications arising from this report. SRG secretariat costs and

the remuneration of the independent SRG Chair are met by NWL, with all reasonable costs of the
establishment secretariat reimbursed by the Company. Remuneration and reimbursement for
FNDC's SRG representatives is a matter for FNDC as the appointing shareholder. FNDC officer
time, legal advisory support, and Te Koekoea engagement on the SOE are being managed within
existing programme budgets.

APITIHANGA / ATTACHMENTS

1. EMSG paper on Statement of Expectations dated 18 February 2026 (legal framework) -
A5822985 [
2. Northland Waters - Shareholders Agreement - A5816916 1
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Northland Waters Done Well

Elected Members Steering Group

Subject: Statement of Expectations

Date of meeting: 18 February 2026
Reporting officer:  Charlie Billington

1 Purpose/ Te Kaupapa

The purpose of this report is to introduce the intended role of the Statement of Expectations (SoE)
for the proposed regional water services council controlled organisation (WSCCO), and to outline
the minimum legislative requirements, timing considerations, and relationships with other key
accountability and transition documents.

The report is provided for information to support the Elected Member Steering Group’s
understanding of the SoE ahead of incorporation and establishment.

2 Recommendation / Whakataunga

That the Regional Elected Members Steering Group receive the report.

3 Background / Horopaki

The Local Government (Water Services) Act 2025 (the Act) establishes a new planning and
accountability framework for WSCCOs. A core component of this framework is the Statement of
Expectations (SoE), which provides a formal mechanism for shareholder councils to communicate
their collective expectations to a water organisation.

Where a WSCCO is jointly owned, the Act contemplates that shareholder councils act collectively
when issuing an SoE. Within the Northland Local Water Done Well programme, it has been agreed
in principle that this role will sit with the Shareholder Representative Group (SRG), acting on behalf
of all shareholder councils.

The SoE sits alongside, but is distinct from, other documents, including the Constitution,
Shareholders’ Agreement, any transition agreements, and the Water Services Strategy.
Understanding these distinctions is important to ensure that shareholder influence is exercised in a
manner that is consistent with the Act and respects decision making boundaries of the shareholder
councils and board of directors of the WSCCO.

Item 6.2 - Attachment 1 - EMSG paper on Statement of Expectations dated 18 February 2026 (|
framework)
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4 Discussion / Whakawhiti korero
Why this matters at this stage

As the programme moves toward establishment of a regional WSCCO, clarity is required around the
formal mechanisms through which shareholder councils will set expectations and exercise oversight,
while preserving the statutory independence of the board. Introducing the SoE at this stage supports
a shared understanding of its role ahead of development of foundation documents, transition
arrangements, and early governance settings.

The SoE will become one of the primary tools through which the SRG articulates collective
expectations during establishment and into ongoing operations.

Purpose of the Statement of Expectations

The Act requires the shareholder(s) of a WSCCO to prepare and issue a SoE. The SoE operates
within the wider statutory framework of the Act, including the specific requirements of this legislation,
foundational objectives of a WSCCO, and other requirements such as the separation of roles
between shareholders, the board, and management.

Per the Act, the purpose of the SoE is to:

— articulate the shareholder(s) expectations of the WSCCO over a minimum period of 10 years;
and

— inform and guide the board in the decisions and actions of the WSCCO, and its preparation of
the Water Services Strategy.

The water organisation is required to give effect to the SoE. This obligation operates alongside, and
does not displace, directors’ statutory duties to act independently, in good faith, and in the best
interests of the organisation, having regard to legislative objectives and requirements. Also, if the
SoE is inconsistent with a direction or requirement imposed by a regulator (e.g. the Water Services
Authority, Commerce Commission or Northland Regional Council), the Act states that the regulator’s
direction or requirement prevails.

Scope of matters that may be included in a Statement of Expectations

While the Act limits the SoE from directing specific operational decisions, it is contemplated that the
SoE may cover a broad range of high-level expectations, including:

¢ the outcomes and service characteristics shareholders expect the organisation to deliver;

e performance dimensions such as service reliability, regulatory compliance, environmental
stewardship, and financial sustainability;

expectations regarding engagement with communities, tangata whenua, and stakeholders;

expectations relating to transparency, reporting, and accountability to shareholders;

risk management, resilience, and long-term planning priorities; and

governance behaviours and the way the board engages with shareholders.

Content requirements

The Act distinguishes between matters that a SoE must include, matters it may include, and matters
it must not include.

Matters that must be included
A Statement of Expectations must:

o set out the outcomes shareholders expect the water organisation to achieve by providing water
services;

e _include requirements relevant to territorial authorities’ resource management and land-use
planning;

L]

e require the water organisation to act in accordance with relevant statutory obligations applying
to shareholder territorial authorities; and

Item 6.2 - Attachment 1 - EMSG paper on Statement of Expectations dated 18 February 2026 (legal
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» specify information to be included in the water services half-yearly report.
In addition, the SoE must be consistent with:

 all legislative obligations that apply to the water organisation;
¢ the water organisation’s foundation documents; and
o the water organisation’s responsibilities, including those specified in any transfer agreement.

Matters that may be included (elective)
The Act enables a SoE to include other matters decided by the shareholders. This may include:

e how the water organisation is expected to conduct its relationships with shareholders,
communities, hapd, iwi, Maori organisations, consumers, and other stakeholders;

e performance indicators and measures used for shareholder monitoring;

e expectations relating to strategic priorities to be reflected in the Water Services Strategy;

e requirements to act in accordance with contractual or other obligations of shareholder territorial
authorities (including with hapd, iwi, or Maori organisations);

e expectations regarding community or consumer engagement and the content of that
engagement; and

e expectations that part or all of the Water Services Strategy be independently reviewed or
audited.

The SRG may also specify the scope to which some expectations apply, as provided for in section,
including:

o whether expectations apply to all services or a specified service (for example, wastewater);
and
o whether expectations apply across the entire service area or to a specified district.

It is expected that elective requirements are framed at a strategic or expectation level.
Matters that must not be included

Unless the foundation documents expressly provide otherwise (see below), a SOE must not include
requirements or expectations that:

¢ relate to the water organisation’s performance or exercise of a specific duty, function, or power
under the Act; or

e require the water organisation to perform, or not perform, a specified act or to achieve a
specified result in relation to a specified person or persons.

In practical terms, this means the Statement of Expectations should not be used to:

o direct how individual assets are operated or maintained;

e mandate outcomes for a particular community, customer, or consent;

e approve or prohibit specific contracts, projects, or investments; or

e substitute shareholder judgement for board or management decision-making on individual
matters.

These constraints reinforce that the SoE is intended to operate as a strategic and accountability
instrument, rather than as a vehicle for operational direction or case-by-case decision-making.

However, the foundation documents (WSCCO constitution and shareholders’ agreement) can
authorise a SOE to contain specific requirements or directions, contrary to the general position stated
above which will apply in the absence of specific authorisation in the foundation documents. This
provides a mechanism for the SoE to set specific direction or requirements, if the shareholders
decide this is appropriate, in relation to the matters such as:

« financial ring-fencing, by setting requirements for district- or scheme-level financial reporting
and transparency;

e price harmonisation pathways, being directions regarding the approach to reviewing and, if
agreed, progressing any pathway toward price harmonisation over time;

Item 6.2 - Attachment 1 - EMSG paper on Statement of Expectations dated 18 February 2026 (legal
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o district-specific requirements, such as tailored approaches to community obligations and
engagement that recognise differing local contexts.

Process and timing requirements

In preparing a SoE, shareholders must provide the board with an opportunity to review and comment
on a draft SoE, and must consider any comments received before finalising it.

For a new water organisation, the Act requires that the shareholders in the water organisation must
prepare a statement of expectations and provide it to the water organisation:

a)as soon as practicable after the date on which the water organisation is established; but
b)no later than 6 months after the date on which the water organisation is established.

In practical terms, this means the SoE must be prepared by 1 November 2026, i.e. no more than 6
months after establishment/incorporation date (anticipated 1 May 2026), but endeavours should be
made to have this completed in advance of this date. It is recommended that the SRG begins
discussions around development of the SoE shortly after incorporation of the WSCCO.

While the Act does not prescribe a review frequency, the SoE is expected to be revisited periodically
to ensure it remains aligned with shareholder expectations, strategic direction, and the organisation’s
operating context. In practice, a new or revised SoE should be prepared every three years, so that
it can inform the draft water services strategy which the WSCCO must prepare every three years.

Collective decision-making by the Shareholder Representative Group

For a jointly owned water organisation, the SoE is expected to be issued collectively. Within the
Northland context, it has been agreed that the SoE will be approved by the Shareholder
Representative Group as a reserved matter.

This collective approach aligns with the legislative intent that shareholder councils act in a
coordinated manner, and supports clarity, consistency, and stability in the expectations provided to
the board.

The SoE is also expected to inform the nature and focus of shareholder monitoring and reporting
over time, including the matters on which the SRG seeks assurance from the board, without
duplicating operational reporting or management-level performance measures.

Relationship with other key documents
The SoE forms part of a wider framework of documents with distinct but complementary roles:

e Constitution and Shareholders’ Agreement: These documents (referred to in the Act as a
joint WSCCO’s “foundation documents”) establish the enduring legal structure, governance
arrangements, decision-making boundaries, and reserved matters. They are intended to be
durable and stable over time.

o Water Services Strategy: Prepared by the board, the strategy sets the organisation’s long-
term direction, investment programme, and service outcomes. The SoE informs and guides
the development of the strategy.

¢ Transitional agreement (where applicable): A transitional agreement may be used to
manage the period between establishment and full operational maturity, addressing matters
such as asset and staff transfers, interim service arrangements, phased assumption of
responsibilities, and establishment milestones.

Together, these documents provide a layered accountability framework, with the SoE sitting between
the foundation documents and the board-developed strategy.

An important distinction within this framework is that the SoE operates in one direction - from the
Shareholder to the WSCCO - and does not impose obligations on the shareholder councils
themselves.

Item 6.2 - Attachment 1 - EMSG paper on Statement of Expectations dated 18 February 2026 (legal
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Reciprocal commitments can be considered separately for use during the establishment period —
such as through a Transitional Support Agreement (as introduced by the External Advisory Group
— being used by New Plymouth). Such agreements may provide an appropriate mechanism to set
expectations between shareholder councils and the WSCCO during this time.

Establishment phase versus operational phase

Earlier discussions by the EMSG endorsed a two-phased operating approach for the SRG, with more
frequent engagement during establishment and a shift to lighter monitoring in the operational phase.
This phased approach has implications for how shareholder expectations are expressed: the
SoE and any transitional agreement can serve different but complementary roles during each
phase.

Consistent with the statutory role of the SoE described above, it is important to distinguish between:

— the SoE, which sets medium- to long-term expectations of the WSCCO; and
— a transitional agreement, which manages time-limited establishment arrangements and may
bind both the WSCCO and the shareholder councils to agreed behaviours during that period.

The Act also allows (in section 225) for a so-called “interim statement”, which applies between the
date a WSCCO is established and the date on which the shareholders provide the first SoE. An
interim statement, which is optional rather than mandatory, sets out the shareholders’ expectations
of the WSCCO for this interim period, as well as directions for the operation of the WSCCO and
priorities for the WSCCO. The interim statement, alongside any transitional agreement between the
shareholding councils and the WSCCO, therefore provides a mechanism for shareholder councils to
formalise coordination during the establishment period. Its scope and content would be a matter for
the councils to agree, informed by legal advisors. A key difference between an interim statement
and a transition agreement is that the former may be issued unilaterally by the SRG, whereas the
latter (being an agreement) requires both the SRG and the WSCCO to agree on its contents.

An interim statement and/or transitional agreement may address matters including:

— commitments by councils to act consistently with agreed establishment principles;

— requirements for the WSCCO to consult, notify, or seek consensus through the Shareholder
Representative Group before entering into specified significant contracts or transactions that
could materially affect the WSCCO or its establishment;

— coordination of council decision-making to avoid actions that could pre-empt, frustrate, or
undermine agreed establishment steps;

— interim governance, reporting, and assurance arrangements; and

— arrangements for the phased transfer of assets, staff, contracts, and operational

responsibilities;

processes for resolving disagreements between councils during the establishment period; and

establishment milestones, sequencing, and expiry conditions.

Any such commitments would be framed as process and coordination obligations rather than
constraints on councils’ statutory decision-making discretion. For example, councils might agree to
consult with the SRG before entering into new contracts or commitments that would materially affect
the WSCCO'’s operations, asset base, or financial position. The intent is not to fetter council decision-
making, but to ensure that decisions with material implications for the WSCCO are made with
appropriate visibility and coordination during the establishment period.

Where both an interim statement/SoE and transitional agreements are in force during the
establishment period, care should be taken to ensure they are complementary and not duplicative.
As a general principle, expectations directed at the WSCCO should be expressed through the interim
statement or SoE, while reciprocal obligations between councils and the WSCCO during
establishment should sit in the transitional agreement. Reciprocal obligations between councils (and
not owed to the WSCCO) should set in the shareholders agreement.

Under this framework:

Item 6.2 - Attachment 1 - EMSG paper on Statement of Expectations dated 18 February 2026 (legal
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— foundation documents provide durable governance and legal settings;

— the SoE provides ongoing, high-level expectations of the WSCCO; and

— the ftransitional agreement (and any interim statement that might be issued) provides
temporary, binding coordination between councils and the WSCCO during establishment.

5 Next steps

It is recommended that the programme work stream work with the External Advisory Group and
legal advisors to develop a draft framework for a transitional agreement for consideration by the
EMSG, with a view to having the agreement executed by shareholder councils prior to or
contemporaneously with incorporation of the WSCCO (anticipated 1 May 2026).

6 Financial/budget considerations / Nga panga putea/tahua
There are no direct financial or budgetary implications arising from this report. Any future costs
associated with preparation or review of the Statement of Expectations will be managed within the

overall establishment and governance work programme.

7 Significance and engagement / Te Hira me te Arawhiti

The matters addressed in this report are informational and do not trigger the significance criteria
outlined in Council’s Significance and Engagement Policy.

8 Attachments / Nga Tapiritanga

See below.
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Water service providers

Objectives of water service providers

The objectives of a water service provider are—

(@) to provide water services that—
(1)  arereliable; and
(1)  are resilient to external factors, for example, climate change and natural hazards; and
(ii1)  are of a quality that meets consumer expectations; and

(1v)  meet all regulatory requirements, including, if the water service provider is responsible for water supply
services, providing drinking water that is safe for consumers; and

(b)  to ensure that it provides water services in a cost-effective and financially sustainable manner, including by—

(1)  planning effectively to manage water services infrastructure used to provide water services in the future;
and

(1)  sharing the benefits of efficiency gains with consumers, including when setting charges for water services;
and

(iif)  using water resources efficiently when providing water supply services; and
(c) to perform its functions as a water service provider—
(1)  inan open, transparent, and accountable manner; and
(1)  in accordance with sound business practice; and
(d) toact in the best interests of current and future consumers; and
(e)  to support housing growth and, if applicable, urban development in its service area; and
(®)  tobeagood employer.
In subsection (1).—

good employer has the same meaning as in clause 36(2) of Schedule 7 of the LGA 2002 and applies to a water
organisation as if it were a local authority

natural hazard has the meaning set out in section 2(1) of the Resource Management Act 1991
safe has the meaning set out in section 7 of the Water Services Act 2021
urban development has the meaning set out in section 10(1) of the Urban Development Act 2020.

Subpart 1—Planning
Statement of expectations

Statement of expectations

The shareholders of a water organisation must prepare and adopt a statement of expectations and provide it to the water
organisation at least 6 months (or such longer period as is agreed between the shareholders and the water organisation)
before the water organisation is required to prepare a water services strategy (see section 230 or 231).

A statement of expectations must relate to a period of at least 10 consecutive financial years.
The purpose of a statement of expectations is—
(a) to set out the shareholders’ expectations of the water organisation; and
(b) to inform and guide—
(1)  the decisions and actions of the water organisation; and

(1)  the water organisation’s preparation of its water services strategy (see section 230 or 231), including its
strategic priorities (see clause 2(1)(a) of Schedule 3).
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225 Statement of expectations for new water organisation
(1)  This section applies when a water organisation is established after the date on which this section comes into force.

(2) Despite anything to the contrary in section 224, the shareholders in the water organisation must prepare a statement of
expectations under section 224 and provide it to the water organisation—

(a) assoon as practicable after the date on which the water organisation is established; but
(b) o later than 6 months after the date on which the water organisation is established.

(3)  The shareholders may provide the water organisation with a document setting out the shareholders’ interim
expectations of the water organisation (an interim ) that applies during the period between the following:

(a) the date on which the water organisation is established:

(b)  the date on which the shareholders provide the statement of expectations to the water organisation under
subsection (2).

(4) Inaddition to the shareholders’ expectations, an interim statement may also include, to the extent permitted by section
228, either or both of the following:

(a)  directions for the operation of the water organisation:
(b)  priorities for the water organisation.

(5)  The shareholders may start preparing the statement of expectations or an interim statement before the date on which the
water organisation is established.

226 Water organisation must give effect to statement of expectations

A water organisation must give effect to a statement of expectations provided by the shareholders of the water
organisation.
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Content of statement of expectations
A statement of expectations prepared under this subpart must include—
(a) the outcomes that the shareholders expect the water organisation to achieve by providing water services; and

(b)  requirements relating to the territorial authority’s resource management planning and land use planning that are
relevant to the water organisation’s service area; and

(c) arequirement that the water organisation must act in accordance with any relevant statutory obligation that
applies to a shareholder that is a territorial authority; and

(d) the information that the water organisation must include in its water services half-yearly report (see section 248).

A statement of expectations may include any other matters the shareholders decide, including, for le,—

2

(a)  how the shareholders require the water organisation to conduct its relationships with—
(1)  the shareholders:
(1)  the shareholders’ communities or any specified stakeholders within those communities:
(111)  hapt, 1wi, and other Maori organisations:
(1v)  consumers in the water organisation’s service area:
(b)  performance indicators and measures that the shareholders may use to monitor the water organisation:
(c)  expectations relating to the strategic priorities to be included in the water organisation’s water services strategy:
(d) arequirement that the water organisation act in accordance with an obligation that a shareholder that is a
territorial authority may have with a third party (including with hapa, 1wi, or other Maori organisations) under a
contract or other agreement:
(e)  arequirement that the water organisation undertake a specified obligation on behalf of a shareholder that is a
territorial authority:
()  arequirement to undertake community or consumer engagement, and the contents of that engagement:
(g) expectations in relation to collaborating with the shareholders and other parties when providing water services:

(h)  arequirement that part or all of the water organisation’s water services strategy be independently reviewed or
audited.

A statement of expectations may contain a matter that applies—

(a) toall or a specified part of the water services provided by the water organisation (for example, a matter that
applies only to wastewater):

(b)  toall or a specified part of the water organisation’s service area (for example, a matter that applies only to a
territorial authority’s district).

Additional requirements of statement of expectations
A statement of expectations must be consistent with—
(a) all legislative obligations that apply to the water organisation; and
(b)  the water organisation’s foundation documents; and
(c)  the water organisation’s responsibilities —
(1)  inthe case of an Auckland water organisation, for providing a water supply service and wastewater
services; and
(1)  inall other cases, as specified in a transfer agreement.

If a water organisation is financially independent of its shareholders, the statement of expectations must not include
any requirements or expectations that would compromise that financial independence.

The statement of expectations must not include any requirements or expectations that—
(a) relate to the water organisation’s performance or exercise of a duty, function, or power under this Act; or

(b)  require the water organisation to perform, or not to perform, a specified act, or to achieve a specified result, in
relation to a specified person or persons.

However, subsection (3) does not apply if the water organisation’s foundation documents provide otherwise.
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The shareholders of a water organisation may provide only 1 statement of expectations to a water organisation at any
time.

If a water organisation receives a statement of expectations that is inconsistent with a direction or requirement imposed
by a regulator, the regulator’s direction or requirement prevails to the extent of the inconsistency.

The shareholders of a water organisation must publish. on an internet site maintained by or on behalf of 1 or more of
the shareholders, the process that the shareholders must follow to prepare a statement of expectations.

The process to prepare a statement of expectations must include the following:
(@) the shareholders must provide a draft of the statement of expectations to the water organisation:

(b)  the shareholders must give the water organisation a reasonable opportunity to review the draft statement and
provide comments:

(c)  the shareholders must consider any comments provided by the water organisation before finalising the statement
of expectations.

In subsection (2), regulator means 1 or more of the following:
(@) the Water Services Authority:
(b) the Commerce Commission:

(c)  aregional council or unitary authority (as that term is defined in the LGA 2002) in whose region the water
organisation provides water services.
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AGREEMENT dated [date] 2026

PARTIES

Far North District Council
("FNDC")

Whangarei District Council
("WDC")

Kaipara District Council

("KDC")

BACKGROUND

WDC incorporated the Company on 11 May 2026, in anticipation of FNDC_;"A/BG-and KDC
subsequently becoming Shareholders. The parties are-Shareholders-inthe-Company-and-have

entered into this agreement to record how the parties will manage their shareholdings in the Company
and their respective relationships with each other.

AGREEMENT

FNDC, WDC and KDC agree to give effect to the provisions set out in this agreement, including by
exercising their rights as Shareholders in the Company.
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SIGNATURES

FAR NORTH DISTRICT COUNCIL

By:
Signature of Authorised Signatory Signature of Authorised Signatory
Name of Authorised Signatory Name of Authorised Signatory

WHANGAREI DISTRICT COUNCIL

By:
Signature of Authorised Signatory Signature of Authorised Signatory
Name of Authorised Signatory Name of Authorised Signatory

KAIPARA DISTRICT COUNCIL

By:
Signature of Authorised Signatory Signature of Authorised Signatory
Name of Authorised Signatory Name of Authorised Signatory
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SCHEDULE 1

AGREEMENT DETAILS

Address for notices

(clause 17.1, Schedule 2)

Far North District

Council

Whangarei District Council

Private Bag 752
Kaikohe 0440

5 Memorial Avenue
Kaikohe

Email: TBD
Attention: TBD

Private Bag 9023
Te Mai
Whangarei 0143
9 Rust Avenue
Whangarei
Email: TBD
Attention: TBD

Kaipara District
Council

Private Bag 1001
Dargaville

32 Hokianga Road
Dargaville 0310
Email: TBD
Attention: TBD

Shareholders Representative
Group membership

(Schedule 4)

Total number of members of the Shareholders
Representative Group: 7

Appointment of SRG Representatives:

e Two (2) SRG Representatives appointed by FNDC;
e Two (2) SRG Representatives appointed by WDC;

and

e Two (2) SRG Representatives appointed by KDC.

An independent Chairperson will be appointed by the
Shareholders Representative Group in accordance with

Schedule 4.
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SCHEDULE 2

TERMS AND CONDITIONS

AGREEMENT

1.1

DEFINITIONS AND INTERPRETATION
Definitions: In this agreement the following definitions apply:

Alternate means in relation to a Shareholder, an alternate to that Shareholder's appointed
SRG Representative to attend and vote at meetings of the SRG but only where the relevant
Shareholder's appointed SRG Representative is unable to do so.

Board means the board of Directors of the Company.

Board Skills Matrix means the board skills matrix to be developed, approved and updated
by the SRG in consultation with the Board.

Business means the business and activities set out in clause 2.2 of the Constitution.

Business Day means any day other than a Saturday, Sunday or statutory public holiday in
any of the Service Areas.

Class A Shares has the meaning given in the Constitution.
Class B Shares has the meaning given in the Constitution.
Companies Act means the Companies Act 1993.
Company means Northland Waters Limited.

Confidential Information means the provisions of this agreement and all other information
of a confidential nature (which, where the confidentiality of the information is not expressly
stated, shall be determined by the recipient, acting reasonably) obtained by one party from
the other party under or in connection with this agreement, including, in relation to the
Company, trade secrets, proprietary information and confidential information belonging to the
Company that are not generally known to the public, including information concerning
business plans, financial statements and other information provided pursuant to this
agreement, operating practices and methods, expansion plans, strategic plans, marketing
plans, contracts, customer lists or other business documents which the Company treats as
confidential, and any other information in respect of which the Company is bound by an
obligation of confidence owed to a third party.

Constitution means the constitution of the Company as filed with the New Zealand
Companies Office on the incorporation of the Company, as amended from time to time.

Director means a director of the Company.
Establishment Costs means the costs incurred by each Shareholder:

(a) during the period prior to the incorporation of the Company, in relation to the
scoping and planning activities and establishment documents; and
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(b) during the Establishment Period in respect of the operational and transition costs
incurred by the Company.

Establishment Period means the period between the Incorporation Date and the
Operational Date.

Event of Default in respect of a Shareholder means where a Shareholder breaches or fails
to observe any of the obligations under this agreement and:

(a) if that breach or failure is capable of remedy, does not remedy that breach or
failure within 20 Business Days of notice from any other Shareholder specifying the
breach or failure and requiring remedy;

(b) if that breach or failure is not capable of remedy; or

(c) that breach or failure is material in the context of the obligations of that
Shareholder under this agreement.

Expert Determination means determination of a dispute by reference to the process set out
in clause 15.5.

Incorporation Date means 11 May 2026the-date-en-which-the-Company-is-incorporated-as

Independent Director has the meaning given in the Constitution.

LGA means the Local Government Act 2002.

LGFA means the New Zealand Local Government Funding Agency Limited.
LG (WS) Act means the Local Government (Water Services) Act 2025.
Local Authority has the meaning given to it in the LGA.

Operational Date means 1 July 2027, or any other later date as agreed by the
Shareholders.

Ordinary Resolution has the meaning given to it in the Companies Act.

Reserved Matters means those matters listed in Schedule 3.

Security Interest includes a mortgage, debenture, charge, lien, pledge, assignment or
deposit by way of security, bill of sale, lease, hypothecation, hire purchase, credit sale,
agreement for sale on deferred terms, option, right of pre-emption, caveat, claim, covenant,
interest or power in or over an interest in an asset and any agreement or commitment to give
or create any such security interest or preferential ranking to a creditor including set off.
Service Area means:

(a) in the context of the Company, as set out in the LG (WS) Act; and

(b) in respect of each Shareholder, the ‘district’ of that Shareholder as a ‘territorial
authority’ (as those terms are defined in the LGA).
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Shares means shares in the Company on issue from time to time, and includes all Class A
Shares and Class B Shares.

Shareholder means a shareholder in the Company and includes any person who
subsequently becomes a shareholder. Where Shares are held by persons jointly, those

persons are considered one Shareholder for the purpose of this agreement.

Shareholders Representative Group or SRG means the joint committee formed by the
Shareholders pursuant to clause 6.1.

SRG Representative means a member of the SRG.

Special Resolution has the meaning given in the Companies Act.

Statement of Expectations has the meaning given to it in the LG (WS) Act.

Terms of Reference means the terms of reference of the SRG set out in Schedule 4
Transfer Agreement has the meaning set out in the LG (WS) Act.

Transfer Principles means the principles set out in Schedule 7.

Transition Agreement means the agreement entered into between the Shareholders and
the Company on or about the date of this agreement, which relates to the activities to be
carried out by the Company, and the funding to be provided by the Shareholders to the
Company, during the Establishment Period.

Water Services Annual Budget has the meaning set out in the LG (WS) Act.

Water Services Annual Report has the meaning set out in the LG (WS) Act.

Water Services Strategy has the meaning set out in the LG (WS) Act.

Water Services has the meaning set out in the LG (WS) Act, which will be the water
services obligations to be transferred to the Company in accordance with the Transfer

Agreement to be entered into between the Company and each Shareholder and as
otherwise provided by the Company in the Service Areas.

1.2 Interpretation: In this agreement, unless the context otherwise requires:
(a) headings are for convenience only and do not affect interpretation;
(b) the singular includes the plural and vice versa, and a gender includes other
genders;
(c) another grammatical form of a defined word or expression has a corresponding
meaning;
(d) words in this agreement have the same meaning as in the Companies Act unless

inconsistent with the context;

(e) a reference to a party, person or entity includes:
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(i) an individual, firm, company, trust, partnership, joint venture, association,
corporation, body corporate, estate, state, government or any agency
thereof, municipal or local authority and any other entity, whether
incorporated or not (in each case whether or not having a separate legal
personality); and

(ii) an employee, agent, successor, permitted assign, executor, administrator
and other representative of such party, person, entity;

) a reference to dollars or $ is to New Zealand currency and excludes every tax and
duty;

(9) a reference to a clause or schedule is to a clause or schedule of this agreement;

(h) a reference to a statute, ordinance, code or other law includes regulations and

other instruments under it and consolidations, amendments, reenactments or
replacements of any of them;

(i) references to the word 'include’ or 'including' are to be construed without limitation;

G) references to any form of law is to New Zealand law, including as amended or re-
enacted;

(k) a reference to a document or instrument includes the document or instrument as

novated, altered, supplemented or replaced from time to time;

0] "written" and "in writing" include any means of reproducing words, figures or
symbols in a tangible and visible form;

(m) any obligation falling due for performance on or by a day other than a Business
Day shall be performed on or by the Business Day immediately following that day;
and

(n) an obligation not to do something includes an obligation not to allow or cause that

thing to be done.

1.3 Subsidiaries of the Company: If at any time the Company has a subsidiary (as defined in
the Companies Act) or subsidiaries, the provisions of this agreement relating to the operation
of the Company shall be read so as to relate to the group of companies consisting of the
Company and its subsidiaries, rather than to the Company alone.

1.4 Constitution: In the event of any inconsistency between this agreement and the
Constitution, this agreement will (as between the parties) prevail over the Constitution to the
extent of the inconsistency (and consistent with the Companies Act) and the Shareholders
will take such steps necessary to resolve the inconsistency.

2. ESTABLISHMENT OF COMPANY
2.1 Initial Shareholding: As at the date of this agreement, WDC holds 100 Class A Shares in
the Company.

2-12.2 _ IncorperationJoint Shareholder Arrangements: The Shareholders shall immediately after
signing this agreement take all steps necessary (including signing documents) to give effect
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to the followingi
basis set out below:

(a) each of FNDC and KDC Sharehelder-will be issued 100 Class A Shares, at an
issue price of $1.00 per share (which amount is deemed to have been received by
the Company);

(b) the Constitution of the Company _will be revoked and replaced with a new

Constitution, in the form approved by the Shareholders; and

{eh(c) the Shareholders will enter into the Transition Agreement with the Company, in the
form approved by the Shareholders-—will-be-adopted-en-incorporation.

3. PURPOSE OF COMPANY

3.1 Purpose: ltis the intention of the Shareholders that the Company is to carry on the
Business.

3.2 Review of Operating Model: The Shareholders will review the Company’s operations and

financial performance, including its progress towards financial sustainability, not later than
the date which is 3%z years after the Incorporation Date. As part of this review, the
Shareholders will consider whether the Company should move towards price harmonisation
across all Service Areas. Any decision to make any changes to the approach set out in
clause 2.7 of the Constitution will require approval as a Reserved Matter.

3.3 Public Ownership: The Shareholders agree that all water services infrastructure and
related assets owned by the Company shall remain in public ownership. This does not
preclude the Company from accessing or benefiting from private funding or financing
arrangements, provided such arrangements do not result in any transfer of ownership of
those assets. No Shareholder will take any steps to approve or otherwise give effect to any
action which is inconsistent with this clause.

4. BOARD AND DIRECTORS
41 Board:
(a) As at the date of this agreement, Murray Bain, Marlon Bridge, Steve Couper, David

Rankin and Michael Sage are each Directors.

a)(b)  Follewing-thelncorporation-Date;-the-From the date of this agreement, the
Shareholder Representative Group will appoint (and subsequently remove or
replace) each subsequent Director in accordance with the Board Skills Matrix, with
the aim of ensuring that the Board as a whole has the skills required by the Board
Skills Matrix.

b)(c) The Company will have the number of Directors that comply with the Constitution.
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{e)(d) _ The Directors will be appointed and removed in accordance with the Constitution.

5. SHAREHOLDERS' OBLIGATIONS
5.1 Voting and Shareholder Reserved Matters:
(a) Subject to clause 5.1(b) and any resolution that is required by the Companies Act

or the Constitution to be passed as a Special Resolution, all resolutions of
meetings of the Shareholders may be passed by Ordinary Resolution.

(b) The Company will not enter into any transaction or matter which is a Reserved
Matter unless the entry into of that transaction or matter is approved in writing by
the Shareholders in accordance with the relevant approval thresholds set out in

Schedule 3.
5.2 Duty to comply with Constitution: Each Shareholder shall comply with the Company's
Constitution.
5.3 Compliance with laws: The Shareholders will each ensure they comply with their, and the

Company complies with its, obligations under the LGA, Local Government (Water Services
Preliminary Arrangements) Act 2024, the LG (WS) Act and the Companies Act.

5.4 Spirit of collaborative working: The Shareholders must at all times act in a spirit of co-
operation and collaborative working, endeavouring to act together to allow for the effective
communication of the Shareholders' intentions or requirements to the Company.

5.5 No surprises: The Shareholders shall use best endeavours to act under the principle of "no
surprises”, both with the Company and with each other in relation to their respective
interests.

6. SHAREHOLDERS REPRESENTATIVE GROUP

6.1 Establishment and Terms of Reference: The Shareholders will establish a SRG in the

manner set out below:

(a) Promptly after the date of this agreement, the Shareholders will jointly establish,
maintain and operate a SRG in accordance with the Terms of Reference to provide
overarching governance of the Company, including:

(i) in relation to the appointment of Directors to the Board of the Company;

(ii) to assist the Shareholders to fulfil their obligations under this agreement;
and

(iii) where the Company has any obligation to consult with the Shareholders

under the LG (WS) Act or other applicable law, to allow the Company to
meet such obligation by consulting with the SRG.

(b) Each Shareholder confirms the Terms of Reference for the SRG are the terms
attached at Schedule 4 (as amended from time to time).
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6.2 Delegations to a SRG Representative: Each Shareholder agrees to delegate to its
appointed SRG Representatives, and their Alternates, those responsibilities and powers set
out in the Terms of Reference.

6.3 Authority of SRG Representatives: Subject to the delegations under clause 6.2, the
Shareholders agree that any matter for a Shareholder under this agreement may be
exercised by a duly authorised SRG Representative.

6.4 Interface with SRG Representatives: Each Shareholder is responsible for determining and
managing the internal arrangements, processes, instructions, and decision-making protocols
between that Shareholder and its appointed SRG Representative (and any Alternate).

7. LOANS AND GUARANTEES BY SHAREHOLDERS

71 Loans and guarantees: No Shareholder will be required to make any loans to the
Company or guarantee the obligations of the Company, to any creditor or other party except
with the express prior agreement of such Shareholder or as expressly set out in this
agreement.

7.2 Establishment Funding: The Shareholders acknowledge and agree that, in advance of the
Company receiving revenue from the Business (which will not occur until after the end of the
Establishment Period), each Shareholder will provide working capital funding to the
Company for the purpose of meeting the Establishment Costs. The terms on which such
funding will be provided to the Company (which will include that this funding will be repaid by
the Company upon the Company entering into its own funding arrangements) will be as
agreed in writing between the Shareholders and the Company, including (in respect of
funding provided during the Establishment Period) as set out in in the Transition Agreement.

7.3 Debt Guarantee: The Shareholders will provide a joint and several guarantee in favour of
LGFA in respect of all of the Company’s LGFA debt. Notwithstanding this, each Shareholder
will only be responsible for the portion of the LGFA debt attributable to its Service Area if this
guarantee is called on. The Shareholders will require the Board to review this attribution of
liability on an annual basis for financial reporting purposes, with any change (which will take
effect on 30 June in the relevant year) requiring the unanimous approval of the Shareholders

in writing.
8. STATEMENT OF EXPECTATIONS
8.1 Preparation: The Shareholders will be responsible for jointly preparing the Statement of

Expectations in accordance with the LG (WS) Act, within the time periods required by the LG
(WS) Act. Each Shareholder will provide input into the proposed form of the Statement of
Expectations, which will be reviewed and refined by the Shareholders Representative Group,
who will consult with the Company to seek any feedback, to ensure a jointly agreed
Statement of Expectations is adopted by the Shareholders. The Shareholders acknowledge
that the first Statement of Expectations needs to be adopted by a date that is not later than 6
months from incorporation of the Company.

8.2 Process: Unless the Shareholders agree otherwise, or an alternative process is provided
for in the LG (WS) Act (in which case that alternative process will be followed):
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(a) the SRG will meet within the timeframes required for the Company to adopt a
Water Services Strategy under the LG (WS) Act, to discuss and agree to the
process for preparing the next Statement of Expectations, which will include the
input provided by each Shareholder for the Statement of Expectations and will be
consistent with the Constitution and include consulting with the Company;

(b) the SRG Representatives will ensure that one or more Shareholders publish the
process agreed in accordance with clause 8.2(a) on their website in accordance
with the LG (WS) Act;

(c) the SRG Representatives will prepare a draft Statement of Expectations in
accordance with the process agreed under clause 8.2(a) and the requirements of
this agreement and the LG (WS) Act;

(d) in addition to the requirements specified in the LG (WS) Act, the draft Statement of
Expectations shall also include the matters set out in Schedule 6; and

(e) the Shareholders must approve and adopt (as a Reserved Matter) the draft
Statement of Expectations prepared in accordance with this clause, at least six
months prior to the date on which the Company is required to adopt a Water
Services Strategy under the LG (WS) Act.

Promptly after the Statement of Expectations has been approved and adopted in accordance
with clause 8.2(e), the Statement of Expectations will be provided to the Chairperson of the
Board, the Chief Executive of the Company and the Shareholders Representative Group.

8.3 Amendments to the Statement of Expectations: If the SRG considers that the Statement
of Expectations, or any part of it, should be amended at any time, either on its own initiative
or after request by any Shareholder, the SRG will follow the process set out in clauses 8.2(b)
to (e) (with all necessary modifications). If any amendments to the Statement of Expectations
are made out of cycle with the timing anticipated by the LG (WS) Act, the Shareholders
acknowledge that the amended Statement of Expectations may not inform the Water
Services Strategy required to be adopted by the Company, and also acknowledge that the
Company is not required to amend its Water Services Strategy as a result of the
amendments made.

9. TRANSFER AGREEMENTS
9.1 Process: During the Establishment Period, the Shareholders will:
(a) agree with the Board a template form of Transfer Agreement, which will be used as

the basis for preparing a Transfer Agreement for each Shareholder with the
Company, together with the template form of any ancillary agreements required to
be entered into as part of the transfer, such as transitional services agreements
and shared interest agreements;

(b) each undertake the process of identifying which assets, obligation and liabilities
(including water debt) will be transferred by that Shareholder to the Company
under its Transfer Agreement, by applying the Transfer Principles;
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