Qestral’

CORPORATION LTD

Ground Floor, Duncan Cotterill Plaza,
148 Victoria Street,
Christchurch, 8013, NZ.

31 March 2026

IAWAI submission from Qestral Corporation

Executive summary

Qestral supports the objective of establishing a stable, well-funded public water entity
and accepts the principle that growth should contribute appropriately to growth-related
infrastructure.

This submission focuses on the practical implications of the proposed Water Growth
Charges (WGCs) for a consented, staged retirement village project already in delivery,
and seeks changes to the Strategy/implementation framework to provide certainty,
fairness, and demand-based calibration.

Broadwater Village - consented and underway

Qestral holds resource consent and has commenced construction of Broadwater
Village in Peacocke, Hamilton. The development is staged and earthworks have been
underway since November last year.

Broadwater is a significant master-planned retirement village development comprising
independent living units and care-related facilities.

Estimated cost impact over 25 years

Owing to the staged long term nature of the Broadwater development, Qestral is unable
to fully assess the effects of the cost transfers to future development implicit in IAWAI’s
proposal. Qestral’s best estimate at this time the value of the cost transfer is circa
$125,000 per year. This equates to $3,125,000 over 25 years.

If IAWAI exercises its discretionary rights to alter WGC rates at any time, Qestral will
likely be exposed to a higher annual cost in the years to come.

Specific issues for a retirement village operator

Broadwater’s feasibility, financial modelling, and investment decisions have been
undertaken on the basis of the existing DC framework and associated infrastructure
assumptions, as is standard for long-lead, staged developments.
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As a retirement village operator, Qestral remains the long-term owner/operator of the
land and assets. WGCs are therefore not a short-term “developer pass-through”. They
represent a direct additional long term operating cost that impacts business feasibility,
staging decisions, and contractual arrangements with retirement village occupants.

In addition, retirement villages do not necessarily generate the same water and
wastewater demand as a standard Household Unit Equivalent (HUE) that was
reluctantly accepted by one of IAWAI’s owners, HCC, at the time the DCs were
negotiated. Independent living units are typically occupied by smaller households and
the village includes a mix of care and shared facilities with different demand
characteristics. A charging framework that defaults to a HUE that is materially different
to that used for DC assessment purposes will transfer a greater share of the costs to the
Broadwater development than to other development typologies.

Core concerns with the proposed WGC approach

Lack of clarity on trigger and transitional treatment

Qestral understands the WGCs are intended to apply to “new consents” after 1 July
2026, and that in practice the intent is that they are commence at building consent
stage for new builds. However, the Strategy language is not explicit and appears to refer
only to “consents”, creating uncertainty for staged projects.

If the trigger is building consent, Broadwater (despite being consented and already
underway) would be exposed to WGCs across all stages of development moving
forward. That outcome is inconsistent with normal infrastructure funding expectations
for in-train projects, where investment decisions were made under the DC regime and
rating practices that applied at the time.

Qestral submits that developments that are already consented and in delivery should
be treated as “existing” for WGC purposes, with a clear transitional carve-out.

Overlap and double-recovery risk with Development Contributions

The relationship between DCs and WGCs is not presently clear. Without explicit
reconciliation, there is a real risk that growth-related water and wastewater
infrastructure costs could be recovered through a mix of DCs, third party capital
payments, rate payment components related to depreciation and funding cost recovery
and WGCs.

Introducing WGCs without a transparent and complete reconciliation schedule creates
uncertainty, risks duplication, and materially affects feasibility and staging.
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To enable informed decision-making, DC settings and WGC settings (including what
each funds) need to be published and understood together, not sequentially. Thus, the
introduction of WGC'’s should be delayed until 2026/27 when IAWAI publish their own
DC policy.

Cost impacts over 25 years and uncertainty for later stages

Qestralis concerned there is insufficient certainty that the WGC rate applying today will
be the rate applying to later stages. Even if the initial stated annual amount is $500, the
absence of a clear change-control mechanism creates uncertainty for future feasibility
modelling.

Qestral observes the construction of the proposed WGC regime appears to be
inconsistent with the targeted rate arrangements being developed and adopted under
the IFF Act. These targeted rate arrangements fix the total costs at year 0 and provide for
an annualinflation adjustment for the 35 year term of the targeted rate.

Allow an option to pay WGC upfront to avoid compounding costs and future price
increases for future stages.

Demand reduction measures should be recognised

Broadwater incorporates water efficiency measures on the Manor/Care
Centre/Dementia buildings, including a rainwater re-use system used primarily for toilet
flushing and laundry supply.

Any charging framework should recognhise demand reduction measures and not rely
solely on blunt proxies.

Retirement villages should not default to a standard HUE

Retirement villages can have materially different occupancy and demand
characteristics compared to standard household dwellings. Applying a “standard HUE
per unit” risks systemic over-recovery and inequitable outcomes, particularly for long-
term owner/operators.

Broadwater also includes a mix of independent living units and care-related facilities
with different usage profiles, plus demand reduction measures (including rainwater re-
use), reinforcing the need for demand-based calibration.

Outcomes sought by Qestral

Qestral requests that the Strategy and implementation framework be amended to
include the following outcomes:
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Outcome 1 — Delay implementation by 12 months (to 1 July 2027)
Qestral seeks a 12-month deferral of WGC implementation to allow:
e clearidentification of what infrastructure is funded by DCs versus WGCs, and

e transparent processes to adjust/remove water services costs from DCs where
they are intended to be funded through WGCs, avoiding double recovery, and

¢ sufficient time for consented, in-train projects to rework feasibility, funding and
staging.

Outcome 2 — Transitional protection for consented, in-train developments

Qestral seeks confirmation that development that is already resource consented and in
delivery will be treated as “existing” for the purposes of WGCs (i.e., not captured by
later-stage building consents required to implement an already-consented project).

Outcome 3 — Retirement village demand calibration (non-standard HUE)

Qestral seeks a retirement-village-specific approach to demand/HUE so charges reflect
actual demand and avoid inequities. This could be delivered as either:

e adiscounted “retirement village HUE factor” for independent living units, with
separate calibrated factors for care-related components; or

e aspecific retirement village category within the charging framework, with
demand-based inputs and recognition of demand reduction measures (including
rainwater re-use systems).

Outcome 4 — Payment flexibility

If WGCs proceed, provide payment options (including an option to pay up-front) to
reduce administrative burden and market distortion created by long-tail levies.

Sincerely,

Al

Katie Clarke

Construction Development Manager
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