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DUNEDIN CITY HOLDINGS LIMITED Report
TO: Dunedin City Council
FROM: Tim Loan, Chair

Peter Hocking, General Manager

MEETING DATE: 25 June 2026
SUBJECT: DCHL Group Statements of Intent for the year ending 30 June 2027
SUMMARY

This report accompanies the Statements of Intent (Sols) for the year ending 30 June 2027
(FY27) of Dunedin City Holdings Ltd (DCHL) and its subsidiary and associate companies.

Sols are now presented to Dunedin City Council (Council) for agreement, as per s65(2)
of the Local Government Act 2002.

BACKGROUND

1.

Council Controlled Organisations (CCOs) are required to prepare Sols in accordance with
the Local Government Act 2002.

Draft FY27 Sols of DCHL and subsidiary and associate companies were submitted to
Dunedin City Council on 1 March 2026 and received at the March meeting of the Finance
and Performance Committee. This was followed by a workshop with Councillors.

Council subsequently provided feedback to DCHL, by way of a letter from the Mayor,
dated 23 April 2026.

Since submission of draft documents, DCHL and group companies have completed their
annual budgeting and forecasting processes. The final Sols reflect updated financial
forecasts and updated dividend forecasts (in line with agreed dividend policies).

Final Sols have now been adopted by the boards of DCHL and its subsidiary and associate
companies and are presented to Council for agreement in accordance with s65(2) of the
Local Government Act.

DISCUSSION

Changes from draft Statements of Intent

6.

Since the draft group company Sols were submitted to Council on 1 March 2026, these
documents have been updated for the following:

e Financial forecasts;
e Dividend forecasts; and

e Any specific matters highlighted below, in this report.

Financial forecasts

7.

All Sols have updated financial forecasts as companies have now completed budget
setting and approval processes for FY27 to FY29.
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10.

11.

12.

13.

14.

DCHL is forecasting group net profit before tax of $47m (including share of associate
earnings from Dunedin Airport) in the year ending 30 June 2027. This represents an
increase of approximately $9m on the forecast result for the current year.

Earnings from the group’s largest investment, Aurora Energy, are forecast to lift
significantly in FY27, primarily due to the release of deferred revenue, carried forward
from the CPP period. The company expects a flatter profile from FY29.

DCHL has advised the Council previously around geographic and sector concentration risk
in the portfolio. Aurora gains are offset by weaker forecast earnings from City Forests
and Dunedin Airport across the FY27-FY29 Sol period.

City Forests’ forecasts have softened significantly on last year’s outlook, reflecting:

e Medium-term impacts from the October 2025 wind event on production plans and
harvest value recovery;

e High exposure to fuel market disruption, directly in export shipping costs and
contractor costs, with indirect market impacts on economic activity and commodity
pricing; and

e Structurally weaker Chinese demand, due to an enduring property downturn.

Dunedin Airport’s revised forecast reflects a tougher aviation outlook with a more cautious
view of passenger demand, airline economics and financial performance:

e Since February, fuel supply disruption and market volatility have highlighted ongoing
exposure to fuel availability, rising costs and supply chain risk;

e At the same time, Air New Zealand continues to face aircraft and engine constraints,
higher system costs and softer domestic demand, which is affecting capacity and route
economics; and

e Dunedin Airport is exposed through both aeronautical and commercial revenue, with
lower passenger volumes reducing airport charges, parking, terminal concessions and
related activity.

Delta’s recent improvement is forecast to continue, although gains are modest in a group
context.

In the DCHL group forecast, profits of these commercially oriented companies are offset
by forecast accounting losses in Dunedin Stadium Property Limited and Dunedin Railways.
Losses are funded by planned equity injections from DCC/DCHL.

Distribution forecasts

15.

16.

In its Letter of Expectation (LoE) for the year ending 30 June 2027, the Council requested
a dividend of $9m, together with the annual interest payment of $5.9m and a direction
to fund Dunedin Railways’ track renewals up to $2m per year.

In its feedback on draft Sols, dated 23 April 2026, the Council requested an increase to
dividends, in recognition of current financial pressures on ratepayers. Council staff
advised that a one-off increase in FY27 would be challenging for subsequent budgets.
Accordingly, we have agreed a sustainable increase of $3m per annum above the amounts
set out in Council’s long-term plan. DCHL has forecast a further increase in FY29,
signalling our intentions for the portfolio and recognising that equity funding of DRL may
not be required after FY27 (note comments below).
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17.

18.

19.

20.

21.

This table sets out DCHL's forecast of cash distributions to DCC (or on behalf of DCC):

Cash flow ($m) LOE request Final Sol Final Sol Final Sol
FY27 FY27 FY28 FY29

Dividend 9.0 12.0 14.0 16.0

Interest on shareholder 5.9 5.9 5.9 5.9

advance

DRL equity funding (up _ _

to this amount) Zl 2.0

Total 16.9 19.9 19.9 21.9

The chart below shows the forecast cash flows to and from DCHL in FY27, noting that
dividends to DCC can only be made after meeting $5.9m of interest on the shareholder
advance, interest on external borrowings via DCTL, DCHL’s operating costs and any
funding required to DRL.

DCHL parent company cashflows FY27 ($ million)
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City Aurora Delta DIAL City DCHL net Interest DRL Interest bcc Increase
Forests ordinary ordinary ordinary Forests operating to DCTL Funding to DCC dividend DCHL
ordinary dividend dividend dividend  additional  expenses borrowings
dividend dividend

Central to our forecasts is a resumption in dividends from Aurora Energy. Aurora last
paid a dividend in 2017; since then, the business has been focused on reinvestment in
the network and meeting its Customised Price/Quality Path (CPP) commitments.

The business is now in a very different position from 2017. Profits have continued to lift,
as Aurora Energy earns a regulated return on high levels of investment in the network.
The challenge for DCC, via DCHL, as an investor, is not profitability but the availability of
cash to distribute to the shareholder. As a regulated business, Aurora has a responsibility
to its customers to provide safe, reliable electricity infrastructure. To maintain a reliable
network and to cater for growth, resilience and decarbonisation demands, Aurora is
planning to continue to invest heavily in the network over the next decade.

As articulated in the dividend policy at section 8 of Aurora’s draft Sol, their board expects
to be in a position to authorise dividends, subject to achieving and maintaining
appropriate, responsible financial ratios. Since capital expenditure is forecast to continue
to exceed the operating cash flows generated by the business, borrowings will also
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22.

23.

continue to increase. DCHL continues to work with the Aurora board on maintaining
appropriate settings.

Due to the operating challenges outlined above, City Forests is forecasting no ordinary
dividend in FY27, in line with its dividend policy. Additional dividends, which represent
the release of capital growth accumulated on balance sheet, are now being scaled back
(from $7m in FY26), as planned, having been elevated while Aurora was not in a position
to pay dividends. DCHL continues to work with City Forests on forecast returns and
balance sheet structure.

As a result, DCHL is forecasting an increase in its borrowings in FY27. DCHL plans to
incrementally pay down these borrowings from FY28, whilst maintaining a sustainable
dividend flow to DCC. In other words, DCHL is using short/medium term borrowings to
smooth dividend flows to DCC.

Responses to Council feedback on draft Statements of Intent

24.

25.

26.

27.

28.

In addition to updating the financials, DCHL has made the following changes since the
draft Sol was submitted, in response to feedback from the Council.

Council requested that we include measures to identify, track, and report on co-
investment opportunities investigated and developed in partnership with mana
whenua. Section 2 Objectives has been updated to reinforce our commitment to Te Tiriti
principles and developing meaningful relationships with mana whenua. In FY27, we
envisage this work being foundational - strengthening engagement practices and
capability, establishing dialogue, exploring opportunities to partner with mana whenua
and, as previously noted by Council, working with Council staff in connection with Te Taki
Haruru.

Council requested greater consistency in the reporting of sponsorship activity across
the group, with sponsorships clearly articulated and aligned with the Council’s strategic
framework. We currently have work in progress to develop and implement a group
sponsorship policy. We will add reporting expectations to the scope of this work.

Council requested that DCHL consider diversity of demographics and professional
backgrounds when selecting Intern Director programme participants. DCHL is
currently completing appointments to the 2026 intake of the programme, commencing
1 July 2026. The selection process took account of both capability and the value of a mix
of demographic perspectives and professional experience.

Council encouraged DCHL to support and enable increased collaboration across
subsidiary companies to strengthen groupwide performance.

e This remains an important focus for DCHL - seeking opportunities to create synergies,
leverage experience or expertise across the DCHL group is a pillar of DCHL's strategic
framework (shown on page 3 of the SoI).

e This is built into our ways of working including twice yearly meetings of group
company Chairs and CEs and scheduled engagements with companies.

e There have been various initiatives over many years. Enduring examples include
group insurance procurement (including group loss limits), the DCHL carbon roadmap,
sharing of resources between DVML and DRL, Aurora/Delta operational co-operation
to enable efficient work planning, events collaboration between Dunedin Venues,
Dunedin Airport and Dunedin Railways, etc. As noted already by Councillors, variation
between industries (and organisation size) across our companies does present some
practical restrictions.

Narrative changes to final group company Statements of Intent since draft

29.

30.

The financial sections of all group companies’ Sols have been updated to reflect approved
budgets and forecasts.

Narrative sections have been updated for the matters noted above and any other changes
to context. Attached to this report is a table which summarises changes to final group
company Sols since drafts were submitted.
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NEXT STEPS

31. The Statements of Intent for the year ending 30 June 2027 are now presented to Council
for agreement. Once agreed to, Statements of Intent will be made available on the DCC

website, in accordance with s64(9) of the Local Government Act.

Tim Loan Peter Hocking
CHAIR GENERAL MANAGER

Date report prepared: 15 June 2026

Attached:
Summary of changes to final group company Statements of Intent since draft

Statements of Intent for the year ending 30 June 2027 of:
Dunedin City Holdings Ltd

Aurora Energy Ltd

City Forests Ltd

Delta Utility Services Ltd

Dunedin International Airport Ltd

Dunedin Venues Management Ltd

Dunedin Stadium Property Ltd

Dunedin Railways Ltd

Dunedin City Treasury Ltd
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Summary of changes to final group company Statements of Intent since draft

Company Changes

DCHL Objectives updated to reflect commitments to Te Tiriti, Te Taki Haruru and
developing meaningful relationships with mana whenua.

Section 11, Other agreements — wording re sponsorship policy developed to
encompass reporting.

2026/27 priorities on page 4 modified slightly to reflect acceleration of Waipori
SIPO review.

Description on page 4 of DCC's investment objectives modified to reflect
wording consistent with Investment Framework workstream.

Section 3 re responsibilities for appointing directors modified to be more
accurate procedurally.

Page 10 - Dunedin Airport performance measure has been updated for
consistency with their final Sol i.e. passenger numbers target has been refined
in response to the impact of the fuel crisis on airline schedules.

Commentary following parent company financials updated to reflect changes to
equity funding of DSPL and expected equity funding requirements of DRL.

Aurora No substantive changes except financials.

References to draft removed and definitive statement that forecasts are based
on final Commerce Commission determinations.

City Forests No substantive changes except financials.

Delta No substantive changes except financials. Financials now show an increasing
dividend profile.

Subtle change to dividend policy: Directors “may exercise discretion in
approving a dividend outside of the standard range...” - the word ‘discretion’
has replaced ‘flexibility’.

Dunedin Narrative updated to note fuel disruption as a central issue, including
Airport description of operational and financial impacts.

Commentary on capital programme and funding requirements.

Change to performance measure re passenger volumes to reflect airline
capacity reductions, from a growth rate to an absolute passenger target.

Airport operator registration now completed.

Dunedin Additional objective added:

Railways "Strengthen the Dunedin Railways brand and guest experience through

continuous improvement of guest service, presentation standards and tourism
product development.”

Passenger target increased from 38,909 to 41,449, in line with budget
assumptions.

As a CCO that is not a CCTO, full forecast financial statements are presented
together with updated assumptions and commentary, including reference to
geopolitical uncertainty and cost pressures.
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Company Changes

Dunedin Due to operational disruption to the Dunedin Centre buildings, DVML has
Venues modified its performance measure re the number of commercial and community
events to be held at the Dunedin Centre from 125 to 100.

DSPL No substantive changes except financials.

DCTL No substantive changes except financials.
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DUNEDIN CITY HOLDINGS LIMITED
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Statement of Intent 2026/27
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Statement of Intent 2026/27

1. INTRODUCTION

Dunedin City Holdings Limited (DCHL) is a Council-Controlled Organisation (CCO) owned by Dunedin
City Council (DCC or ‘the Council”).

DCHL oversees eight subsidiary and associate company investments that provide financial, strategic,
economic, community or other benefits to the city. DCHL's portfolio comprises 100% shareholdings in
Aurora Energy Ltd, City Forests Ltd, Delta Utility Services Ltd, Dunedin City Treasury Ltd, Dunedin
Railways Ltd, Dunedin Stadium Property Ltd and Dunedin Venues Management Ltd. It also owns 50%

of Dunedin International Airport Ltd.
DUNEDIN

CITYCOUNCIL
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Otepoti
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This Statement of Intent (Sol) sets out DCHL's planned activities, objectives and financial forecasts for
the next three years. It includes performance measures and targets which will be reported against in
DCHL's 2027 Annual Report.

2. OBJECTIVES

DCHL's purpose is to achieve the best for Dunedin from its investments. This purpose is supported by
more specific strategic objectives and activities, as shown in the company’s strategic framework. DCHL
is currently working with the Council in connection with its Investment Framework. This work may lead
to modifications to DCHL's strategic objectives.

To achieve the best for Dunedin from its investments.
STRATEGIC OBJECTIVES

Enhance the value of

Sustainably grow the Ensure independence

Council’s assets and - Provide a sustainable Contribute to Council’s .
. value of Council’s g N A between Council and
investment for future X X dividend to Council goals for the city L, )
. investment portfolio companies’ operations
generations
ACTIVITIES
Monitor performance -
CBErLERD Provide input on DCHL Appoint Directors to Set expectations Review and approve Seeckrezfep‘:;:enr;:zz ©
companies, and the e DCHL Group through annual Letters e P Pl
pOF(fO‘IO Esg uliely med\'ur':v to |0F:7 term companies‘, appoint of Expectat'\on © Statements of Igtenl ex| ergse ECprOSS DCHL
to ensure performance °ong Chairs of subsidiary DCHL Group a =X )
(financial and other) Sy companies companies (Eel) I, WhE
appropriate
is optimised
VALUES
LEADERSHIP INTEGRITY STEWARDSHIP TRANSPARENCY PRO-ACTIVE
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Statement of Intent 2026/27

In 2026/27, DCHL intends to focus on active management of its portfolio and provide strategic advice
to the Council, as its trusted investment portfolio manager. In this connection, DCHL will:

e Following our review of DCC’s Investment Framework in the year ending 30 June 2026, develop a
project plan and deliver any agreed changes to the governance, management and reporting of the
Council’s investments;

e Continue to present strategic options on the future composition and direction of the DCHL portfolio;

e Present recommendations following our review of the Waipori Fund Statement of Investment Policies
and Objectives (SIPO), aligning this with the Council’s broader investment objectives;

e Actively manage investments in trading companies to deliver total returns, comprising both capital
growth and dividend yield, that are appropriate to the sectors in which they operate; and

¢ Consistent with DCC’s investment objectives, continue to prioritise strong, consistent and
sustainable distributions to Council whilst protecting the real value of capital, within the constraints
of the portfolio composition and group company directors’ statutory and fiduciary responsibilities.

As a Dunedin City Council Group company, DCHL aims to contribute to the Dunedin City Council’s
strategic framework and achievement of city objectives.

DCHL acknowledges its responsibility to give effect to the principles of Te Tiriti o Waitangi / the Treaty
of Waitangi in how it operates and makes decisions. As noted by Council, DCHL will work with Council
staff to ensure that the Council’s Te Taki Haruru Maori Strategic Framework can be effectively integrated
into group company Statements of Intent from the 2027/28 financial year.

DCHL is committed to developing meaningful relationships with mana whenua that go beyond
consultation and support a more collaborative approach. We will take a deliberate and staged approach
to strengthening these relationships. In the first instance, this will focus on improving engagement,
understanding mana whenua interests, and incorporating Maori perspectives into our planning and
investment thinking, with a focus on:

e Strengthening engagement practices and capability across the group to work effectively with mana
whenua;

e Establishing regular and constructive dialogue with iwi and riinanga; and

e Exploring opportunities to partner with mana whenua, including identifying potential co-investment
opportunities where these are mutually beneficial.

Noting variation across the DCHL group in organisational size and maturity, this work will initially focus
on building a strong foundation at a group level.

In line with the DCHL Carbon Roadmap, the DCHL Group will continue to reduce emissions and work
with DCC to explore and report on potential contributions to Dunedin’s citywide emissions reduction
goals.

DCHL will continue to promote and administer the Graham Crombie Intern Director Programme. The
programme aims to develop governance capability in Dunedin and broaden the city’s pool of emerging
directors, offering emerging directors the opportunity to gain experience and insight into governance by
working alongside an experienced commercial board. We will continue to consider diversity of
demographics and professional background in our selection process.

As a CCO, DCHL also has the following objectives, as defined in the Local Government Act 2002:

a) achieve the objectives of its shareholders, both commercial and non-commercial, as specified in
the Statement of Intent; and

b) be a good employer; and

2026/27 Sol Dunedin City Holdings Limited 4 of 15
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Statement of Intent 2026/27

c) exhibit a sense of social and environmental responsibility by having regard to the interests of the
community in which it operates and by endeavouring to accommodate or encourage these when
able to do so.

DCHL conducts its affairs in accordance with sound business practice.
3. APPROACH TO GOVERNANCE

DCHL is governed by a board of independent directors appointed by the company’s shareholder.
Directors meet regularly to provide leadership and oversight to DCHL's affairs.

The role of a Director of a CCO is defined in the Local Government Act 2002 as “to assist the organisation
to meet its objectives and any other requirements in its Statement of Intent.”

The DCHL board operates in accordance with accepted best practice.

DCHL holds responsibility for appointing directors to the boards of subsidiary companies. DCHL is also
responsible for appointing two of the four directors of Dunedin International Airport Ltd. DCHL directors
are also appointed to the boards of Dunedin City Treasury Limited, Dunedin Stadium Property Limited
and Dunedin Railways Limited, with the approval of the Council.

DCHL makes all appointments in accordance with its procedures. This includes giving consideration to a
range of factors, including demographic diversity, location, succession planning, stakeholder and
community relationships, whether knowledge of tikanga Maori may be relevant, potential actual or
perceived conflicts of interest of candidates, and DCHL's objectives for the relevant board.

DCHL are supportive of equal employment opportunities at all levels within the Dunedin City Holdings
Ltd Group.

4. NATURE AND SCOPE OF ACTIVITIES

DCHL is responsible for setting the strategic direction of Dunedin City Council’s companies as a group,
monitoring their operational performance, appointing directors to their boards, providing input to annual
planning documents, and providing or withholding approval for transactions where approval is required.

These activities are reflected in the company’s strategic framework above.

The undertaking by DCHL of any activity of a nature or scope outside of this would be subject to the
prior approval of the shareholder.

5. PERFORMANCE TARGETS

The DCHL parent company and/or DCHL group and have the following performance targets:

Strategic Objective Activity

To encourage and Monitor performance of DCHL e At each board meeting, DCHL reviews
facilitate increased Group companies to ensure DCHL Group companies’ operating and
shareholder value of returns (financial and other) are financial performance

DCHL Group optimised e DCHL Board monitors DCHL Group
companies companies’ progress against their Sol

targets quarterly

Seek opportunities to create e DCHL Board meet with full group of
synergies, leverage experience Chairs and Chief Executives twice
or expertise across DCHL Group, annually
where appropriate » Synergies achieved across the DCHL
Group
2026/27 Sol Dunedin City Holdings Limited 5of 15
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Strategic Objective

To take a long term
and strategic view of
the portfolio, and
make proposals to
Council on strategic
issues

Activity

Review DCC Investment
Framework and implement
agreed changes

Target

Agreed changes are implemented

Review the Waipori Fund
Statement of Investment Policy
and Objectives (SIPO)

Report to Council on review of Waipori
Fund SIPO and implement agreed
changes

Monitor performance of DCHL
portfolio as a whole to ensure
returns (financial and other) are
optimised

DCHL Board review consolidated DCHL
Group financial performance against
budget monthly

DCHL Board review rates of return for
DCHL Group companies

DCHL Board provide a quarterly update
to DCC's Finance and Performance
Committee on the DCHL Group's
performance (financial and other)
Deliver at least 2 individual company
briefings to Councillors

Consider strategic issues

DCHL Board review the ownership and
capital structures of the DCHL Group
companies (at least annually)
Consider capital expenditure proposals
and business cases in accordance with
company constitutions and Sols

Provide input on DCHL Group
companies’ medium to long term
strategies

DCHL Board engage with each group
company at least annually on strategy

To promote and
support DCHL Group
companies’
contribution to
Council’s Strategic
Framework and
Climate Change and
Carbon Neutrality
initiatives

Review and approve DCHL
Group Statements of Intent for
consistency with Council’s
strategic direction

Review draft Sols by 1 March 2027
Approve Sols by 30 June 2027

Set expectations through annual
Letters of Expectation to DCHL
Group companies

Send Letters of Expectation to subsidiary
and associate companies by 31
December 2026

Monitor performance of the
DCHL group in measuring,
reporting and reducing carbon
emissions and waste

Refine and continue to implement
DCHL'’s carbon emissions and waste
reduction strategies

Measure and publicly report DCHL group
Greenhouse Gas (GHG) emissions in our
Annual Report for the group

Report progress in respect of DCHL
Group'’s carbon roadmap to DCC

To ensure DCHL
Group companies
have best practice
governance, are good
employers, and
operate in an
environmentally and
socially responsible
way

Appoint Directors to DCHL Group
companies; appoint Chairs to
subsidiary companies

Appointments and re-appointments are
completed on time, and in compliance
with DCHL and Council policy

Ensure companies are good
employers, and operate in an
environmentally and socially
responsible way. DCHL expects
Group companies to maintain
ongoing focus on health and
safety as a top priority.

Ensure DCHL Group companies have
appropriate policies and procedures in
place

DCHL Board review DCHL Group
companies’ (including DCHL) ESG
disclosures in their Annual Reports

2026/27 Sol
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Statement of Intent 2026/27

Strategic Objective

Activity

Living wage

All direct employees of the company and
the group are paid at living wage or
above

Health and safety

DCHL Board review DCHL Group
companies’ Health and Safety measures
in regular periodic reporting

Communicate with
the shareholder on a
‘no surprises’ basis.

Consult with the shareholder in
a timely manner on DCHL Group
strategic or operational matters
which could compromise the
Council’'s community outcomes.

All such matters escalated to the
shareholder in a timely manner.

DCHL board provide briefings to
Councillors on matters of significance as
required

Report to the shareholder within
24 hours of the Board becoming
aware of any substantive
matter, including any matter
likely to generate media
coverage.

All such matters reported to the
shareholder within 24 hours

The DCHL board has also identified that the following performance targets of group companies,
as set out in their individual Statements of Intent, are significant to the group:

Strategic Objective ‘ Activity

Target ‘

Manage risks to staff
and community
through proactive risk
management and
executing a health
safety and wellbeing
strategy

Zero serious harm events
involving members of the public.

« No serious injury events (excluding third
party contacts with the network)
involving members of the public

Reduce harm to employees and
contractors.

« 100 board and Leadership site visits and
safety observations

Develop mature and
compliant asset
management
planning approaches
and practices across
the business

Effective long-term planning for
Aurora Energy’s asset portfolio
is in place.

e Annual and compliant Asset Management
Plan is published as per regulatory
requirements.

To deliver electricity
supplies to
consumers on the
Aurora network of a
reliability standard
that meets the
service level targets
in the Commerce
Commission’s
determination of the
Quality standards
that will apply to
Aurora Energy from 1
April 2026.

SAIDI

System Average Interruption
Duration Index

- Class B Interruptions (Planned)

« Average minutes without electricity per
consumer year ended 31 March 2027: <
215.55 minutes

SAIDI

System Average Interruption
Duration Index

- Class C Interruptions
(Unplanned)

« Average minutes without electricity per
consumer year ended 31 March 2027: <
128.36 minutes
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Strategic Objective

Activity

SAIFI

System Average Interruption
Frequency Index

- Class B Interruptions (Planned)

« Average frequency of outages per
consumer year ended 31 March 2027:
<1.22

SAIFI

System Average Interruption
Frequency Index

- Class C Interruptions
(Unplanned)

Average frequency of outages per
consumer year ended 31 March 2027:
<1.97

To optimise the Net
Present Value of the
estate in perpetuity
with the overall goal
of managing the
financial returns from
the forest on a long-
term sustainable
basis.

To ensure that the appropriate
yield monitoring systems are in
place and sufficient forest is
available to achieve long term
sustainable yield from the forest
estate.

The Company’s annual harvest volumes
as detailed in the strategic plan will be
within 30% of projected long term
sustainable yield.

To be a socially and
environmentally
responsible corporate
citizen and maintain
comprehensive
environmental and
health and safety
systems for the
Company’s forests
and operations.

To minimise lost time accidents,
injuries and property damage.

Lost time accident rates for staff and
contractors will be minimised and
tracked with a target of less than 15 lost
time accidents per 1,000,000 hours
worked.

To maintain Environmental
Certification of the Company’s
forests. (Currently FSC)

Forest Stewardship Council Certification
of the Forest Estate will be maintained.

Safe and healthy
outcomes for our
people are expected.

Maintain effective Health and
Safety systems and processes
supported by positive
organisational culture to enable
the Delta value of Everyone
Home Safe, Every Day.

Total recordable injury frequency rate
(TRIFR) per 200,000 hours worked of <
3.50

Maintain ISO 45001 Occupational Health
and Safety Management System
accreditation

To increase economic
benefit to the
Dunedin City and
region through major
events.

Visitor Marginal Direct Spend
and satisfaction rating targets
are achieved, determined
through a post event patron
survey assessed by an
independent economist.

For each event over 15,000 attendance
which uses Event Attraction Funding,
achieve a minimum of $5m visitor
marginal direct spend for Dunedin City.

For each event over 15,000 attendance
which uses Event Attraction Funding,
achieve a minimum 80% satisfaction
rating.
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Strategic Objective

Activity

Keep safety as
DVML's first priority
and provide a safe
environment.

Manage risks to workers,
visitors and event attendees
through proactive risk
identification and
management.

o Health & Safety critical risk controls
reviewed every 6 months.

Forsyth Barr Stadium
remains a fit for
purpose venue for
public and private
events

Ensure an Asset Management
Plan which enables general use
of the stadium, and meets asset
warranty and guarantee
requirements, is in place.

e An Asset Management Plan is in place.

Ensure assets are appropriately
maintained.

e A current Building Warrant of Fitness is
maintained for the stadium.

e The Board monitors progress against the
Asset Management Plan and material
changes to approved budgets.

Deliver safe, reliable
rail operations that
build customer
confidence and
support sustainable
growth.

Maintain high levels of service
reliability while embedding
mature safety practices and
asset resilience.

e Scheduled services operate as planned
(excluding weather/third party
cancellations).

o Lost time incidents are less than two.

Protect and
strengthen the long-
term resilience of the
rail corridor through
disciplined asset
renewal and capital
management.

Deliver the approved track
renewal programme efficiently
and transparently.

« No unplanned service cancellations
attributable to infrastructure failure.

e Track renewal programme delivered
within approved budget.

Ensure funds are
available to meet
obligations.

Manage the liquidity risk of the
DCC Group and use a variety of
funding sources to achieve
appropriate levels of funds as
required by the DCC Group.

e Zero breaches of DCC Treasury Risk
Management Policy’s borrowing maturity
profile.

Minimise funding
costs, while having
regards to interest
rate risk.

Utilise a portfolio approach to
minimise funding costs and
manage interest rate risk in
accordance with the DCC
Treasury Risk Management
Policy.

e Zero breaches of DCC Treasury Risk
Management Policy’s interest rate risk
policy.

Maximise returns on
surplus funds, within
acceptable levels of
risk.

Securely invest surplus cash
available from within the DCC
Group, ensuring funds deposited
outside the DCC Group are
compliant with the DCC Treasury
Risk Management Policy.

e Zero breaches of DCC Treasury Risk
Management Policy’s investment
management policy.
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Strategic Objective

Activity

Target

A world class small
airport, for a world
class small city.

Maintain our assets to ensure no
delays caused by DIAL to
scheduled passenger operations.

e Zero on-time performance delays to
regular passenger transport operations
due to airport owned infrastructure.

Provide high quality, fit for
purpose infrastructure

« A high-quality asset management plan is

in place and operational.

Nurture, expand and
grow the network.

Work to ensure Dunedin remains
a well-connected gateway,
benefiting both the community
and the broader regional
economy

» Exceed FY2027 budgeted passenger
numbers (815,000
e passengers).

Operate a secure and
safe airport.

Continuous improvement in our
approach to safety and security
risk management.

o Nil serious harm to our staff, airport
users or contractors.
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6. FINANCIAL FORECASTS

This section sets out DCHL Group’s financial forecasts for the next three financial years.

The ratio of shareholder's funds to total assets and the definition of those terms

Year ending
30 June 2027

Year ending
30 June 2028

Year ending
30 June 2029

Shareholder's funds to total assets

23%

22%

21%

‘Shareholder's funds’ are represented by the paid-up capital, reserves created by the revaluation of
specific assets, and retained earnings. ‘Total assets’ means the aggregate amount of all current and

non-current assets.

Estimate of the amount or proportion of accumulated profits and capital reserves that is
intended to be distributed to the shareholder

Year ending
30 June 2027
$'000

Year ending
30 June 2028
$'000

Year ending
30 June 2029
$'000

Interest paid to shareholder

5,902

5,902

5,902

Dividends

12,000

14,000

16,000

Other financial forecasts — DCHL Group

Year ending
30 June 2027

Year ending
30 June 2028

Year ending
30 June 2029

$'000 $'000 $'000
EBITDA 165,140 177,577 196,523
Net profit/(loss) after tax 31,754 30,488 34,733
Cash flow from operations 84,140 95,231 100,669
Capital expenditure 156,682 163,179 148,910
Term loans 1,650,482 1,920,483 2,060,482
Shareholder’s funds 610,412 632,035 656,130
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7. ACCOUNTING POLICIES

General accounting policies

The accounting policies recognised by the External Reporting Board (XRB) for the measurement and
reporting of financial performance and financial position have been applied on a basis consistent with
those used in previous years.

Particular accounting policies

The particular accounting policies, which materially affect the measurement and reporting of financial
performance and financial position, are consistent across the DCHL group and are fully listed in DCHL's
annual report.

8. DIVIDEND POLICY AND FORECAST SHAREHOLDER RETURNS

DCHL's dividend policy is to pay a minimum 60% of the DCHL parent company’s after-tax profit, subject
to the Directors’ obligations to act in accordance with their statutory duties and in the best interest of
DCHL. The actual level of dividend will be determined by the Directors each year in light of the
circumstances that exist at the time.

In arriving at a dividend recommendation, directors will consider:

a) DCHL's financial performance, in particular, the cash flows from operations;
b) The ratio of DCHL's shareholders funds to total assets (equity ratio);

c) DCHL's future investment plans and profitability thereof;

d) DCHL’s ability to raise loans and the terms thereof;

e) Maintaining appropriate debt levels;

f)  DCHL's current cost of borrowings; and

g) The objective to provide a consistent dividend flow to the shareholder.

Subject to Directors’ obligations, we are forecasting that dividends will be paid in three equal instalments
- October 2026, February 2027 and June 2027.

This Statement of Intent forecasts dividends to the shareholder of $12 million, in addition to interest on
Shareholder’s Advance of $5.9 million and funding for Dunedin Railways Ltd, at the direction of Council,
of $2 million in the 2027 financial year. These amounts will be primarily funded from a resumption in
dividends from Aurora Energy Limited and planned additional dividends from City Forests Ltd.

Our forecasts indicate that a dividend stream from Aurora will be necessary to enable DCHL to meet
DCC's dividend expectations as set out in its 9-year plan 2025-2034. Aurora has an elevated capital
investment programme across the next 10 years and probably longer, driven by network growth and
decarbonisation. This will require funding from both retained earnings and higher borrowings. Future
dividends from Aurora will therefore be funded by debt for the foreseeable future, subject to maintaining
appropriate financial ratios. Combined with DCC’s own borrowing requirements, DCC group debt is
forecast to increase significantly in coming years, which may put pressure on the credit rating of DCC
and Dunedin City Treasury Limited. DCHL continues to work with Aurora Energy to enable an optimal
dividend stream whilst maintaining acceptable financial ratios.

Having increased its external borrowings in 2025 and 2026, in order to meet DCC'’s dividend requests,
DCHL intends to balance repayment of these incremental borrowings with delivering higher cash returns
to DCC.

We note that dividends payable to DCC are made after meeting interest costs on the Shareholder’s
Advance (shown below) and term loans, DRL funding, as well as the operating costs of DCHL.
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DCHL parent entity financial forecasts

Key incoming cash

Year ending
30 June 2027

Year ending
30 June 2028

Year ending
30 June 2029

$'000 $'000 $'000
Dividend income received from subsidiary and 18,192 22,495 25,301
associate companies
Contribution of equity received from Dunedin 4,155 5,405 5,405

City Council (for DSPL)

Key outgoing cash

Year ending
30 June 2027

Year ending
30 June 2028

Year ending
30 June 2029

$'000 $'000 $'000
Contribution of equity made in DSPL 4,155 5,405 5,405
Equity funding of Dunedin Railways 2,000 - -
Interest on shareholder’s advance 5,902 5,902 5,902
Dividend distribution to shareholder 12,000 14,000 16,000

Other key financial forecasts

Year ending
30 June 2027

Year ending
30 June 2028

Year ending
30 June 2029

$'000 $'000 $'000
Net profit/(loss) after tax 8,417 14,608 17,550
Term loans 32,695 32,109 30,509

The financial forecasts included in this Statement of Intent were approved by the board of DCHL in June
2026.

Forecast distributions in the year ending 30 June 2027 represent 143% of parent company NPAT (2028:
96%, 2029: 91%), which is higher than the minimum distribution of 60% under the company’s dividend

policy.

DCC funding of capital expenditure and debt repayment requirements in Dunedin Stadium Property
Limited (DSPL) is transacted by increasing share capital (equity) in DCHL, which, in turn, increases its
share capital in DSPL.

As directed by the Council in January 2025, the DCHL parent company will fund track renewals of
Dunedin Railways Limited up to $2 million per annum. If the equity funding required by Dunedin
Railways in the year ending 30 June 2027 is less than the $2 million allocated, the balance will be
distributed to DCC as a dividend, subject to Directors’ obligations. Current forecasts indicate that equity
contributions to Dunedin Railways Limited will not be required in the years ending 30 June 2028 and
2029, due to the forecast availability of subvention payments from other group companies, utilising
brought forward tax losses, and forecast increases in cash from operations.

9. COMMERCIAL VALUE OF THE SHAREHOLDER'S INVESTMENT
The commercial value of the shareholder’s investment in DCHL is considered by the directors to be not

less than the shareholder’s funds as disclosed in the Statement of Financial Position published in the
last Annual Report. This will be considered annually when the Statement of Intent is completed.
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10. TRANSACTIONS WITH RELATED PARTIES

Dunedin City Council is the sole shareholder of DCHL.

DCHL is the sole shareholder of Aurora Energy Limited, City Forests Limited, Delta Utility Services
Limited, Dunedin City Treasury Limited, Dunedin Railways Ltd, Dunedin Venues Management Limited
and Dunedin Stadium Property Limited. DCHL owns 50% of the shares in Dunedin International Airport
Limited.

Transactions between group companies, DCC and other DCC controlled enterprises will be on a wholly
commercial basis.

Charges from DCC and its other entities and charges to DCC and its other entities will be made for goods
and services provided as part of the normal trading activities of each Company.

Related party transactions

Dunedin City Council Provision of administrative services to DCHL

Interest on shareholder advance and dividends to DCC

Dunedin City Treasury Limited Provision of debt funding to DCHL, generating interest payments to
DCTL

Provision of management services to DCHL

Group companies Subvention and dividends to DCHL

DCHL and its subsidiaries will undertake to obtain all debt funding from DCTL, with exceptions as agreed
with the board of DCHL.

11. OTHER MATTERS AS AGREED BY THE SHAREHOLDER AND THE BOARD

Information to be provided to the shareholder:

Information Quarterly Half Yearly Annual

Key financial performance v v v

indicators

Statement of Financial v v

Performance

Statement of Financial Position v v

Statement of Cash Flows v v

Statement of Movement in Equity v v

Notes to the Financial Statements v v

Statement of Service Performance v v

against Sol targets

Directors’ Report v v

Auditors’ Report v

Draft Statement of Intent Prior to 1 Mar

Final Statement of Intent Prior to 30 Jun
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Working with the Shareholder

DCHL will undertake to keep the Shareholder informed of all substantive matters, including those set
out in the performance targets above. DCHL will work to build a culture of accountability and constructive
working practices between DCHL, its subsidiaries and the shareholder. It is expected that any conflicts
that may arise will be resolved directly between the shareholder and DCHL, in accordance with
appropriate governance practices.

In addition to the group financial information set out in the table above, DCHL will make available to
Council parent company results.

Acquisition / divestment of assets or shares in any company or organisation

DCHL will only invest in the shares of another company or invest in an entity if the investment is
considered to be likely to generate added value to DCHL. In order to maximise benefit to the
Shareholder, shares or assets may also be sold in response to, or in anticipation of, on-going changes
in the marketplace.

If the Directors intend that DCHL or its subsidiaries should acquire assets, they will obtain prior approval
of the Shareholder where an investment into the new assets exceeds $5 million. For the purpose of this
section, “asset(s)” includes a group of assets similar in type, cost and useful life that are purchased
together and can be identified and maintained as one asset or group of assets following purchase.

If the Directors intend that DCHL or its subsidiaries should subscribe for or otherwise acquire issued
capital or an interest in any company or organisation (other than minimum holdings in listed companies
in related industries) exceeding a total investment of $5 million they will obtain prior approval of the
Shareholder.

The approval of the Shareholder is required before disposal by DCHL of any segment of its business or
shares in a subsidiary or associate company where the value of the asset to be disposed of exceeds the
investment delegated authority of $5 million.

Compensation sought

At the request of the Shareholder, DCHL may undertake activities that are not consistent with its normal
commercial objectives. Specific financial arrangements would normally be entered into to meet the full
commercial cost of undertaking such activities.

At present, DCHL does not have any other activities in respect of which its Board wishes to seek
compensation from any local authority.

Group facility use

DCHL will undertake "Group" purchasing of goods and services, unless it is demonstrated conclusively
to the Shareholder that the total combined cost of such Group purchasing to the Group and Dunedin
City Council (including the costs of ceasing any such Group purchasing), is greater than any alternative
identified.

Other agreements

DCHL will not accept sponsorship or give naming rights to companies involved in activities deemed to
be inconsistent with Dunedin City Council’s ethical position. DCHL will continue to work with Council
staff and group companies to develop and implement a sponsorship policy, that aligns with the Council’s
strategic framework and enables greater clarity in reporting of sponsorship activity across the group.

DCHL and group companies will work collaboratively with DCC and the group’s auditors to incrementally
shorten the DCC group annual reporting timeline.
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Aurora Energy Ltd (‘the Company’) fransports electricity from the national grid to the end-use
consumer ensuring the safe, reliable and efficient supply of electricity to homes, farms and businesses
throughout the Otago region.

The Company is an Energy Company and a wholly owned subsidiary of Dunedin City Holdings Ltd
(DCHL). Dunedin City Holdings Ltd is wholly owned by the Dunedin City Council (DCC).

This Statement of Intent (Sol) sets out the Company’s planned activities and financial forecasts for
the next three years. It includes performance measures and targets which will be reported against
in the Company's 2027 Annual Report.

The planned activities and performance measures take shareholder comments into consideration.

As a DCC Group company, Aurora Energy Ltd aims fo contribute to the DCC'’s strategic framework
and achievement of city objectives.

The Company aims to support the future growth and wellbeing of communities in the Otago region
by supplying electricity when and where it is needed - safely, reliably and efficiently, and supporting
customers’ future energy choices by embracing new and innovative technologies.

The electricity distribution sector is changing rapidly in response to decarbonisation objectives, and
Aurora Energy has refreshed its strategic focus to ensure it is ready to support future network
operating models which will see customers adopting new technology solutions and connecting to its
network in different ways.

During the year ended 30 June 2027, the Company will continue to fransition from a traditional
electricity network business to a business more capable of leveraging digital technology-based
advancements and responding dynamically to the requirements of customers and communities.
Key initiatives have been focused on the continued development and efficient operation of an
intelligent network, strategic partnerships and collaboration opportunities and the need to maintain
delivery of our core HSW, customer service, works delivery and compliance responsibilities.

Aurora Energy announced a collaborative Heads of Agreement with Alpine Energy in December
2025. Aurora Energy and Alpine Energy have agreed to work together to create more efficient scale,
fo strengthen services for the communities we serve, and to better position our networks for the future
energy transition. Further updates and recommendations will be submitted to Dunedin City Holdings
Limited as details are confirmed. Aurora Energy is committed to reducing its carbon emissions and
will continue to work with Dunedin City Holdings Ltd and Dunedin City Council to explore and report
on potential contributions to Dunedin’s citywide emissions reduction goals. We will continue to
implement our carbon emissions and waste reduction strategies and will publicly report progress
towards the targets in each Annual Report.

Aurora Energy’s carbon emissions associated with network line losses are excluded from our emissions
reduction targets on the basis that they are not directly within our control. Line losses are determined
by reference to the volumes of electricity distributed and the sources of the electricity generation.
We expect the continued electrification of transport modes and business operations to drive an
increase in distribution volumes, however there is the potential for line loss factors to reduce as New
Zealand moves towards an even higher proportion of renewable electricity generation.

As an Energy Company, the Company has the following objectives, as defined in the Energy
Companies Act 1992:

1. The principal objective of an Energy Company is to operate as a successful business; and
2. In seeking to attain its principal objective, an Energy Company shall have regard, among other
things, to the desirability of ensuring the efficient use of energy.
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In operating its business, the Company also has regard to the objectives of a Council Controlled
Trading Organisation to:

a) achieve the objective of its shareholder, both commercial and non-commercial, as specified
in the Statement of Intent; and

b) be a good employer (as per clause 36 of Schedule 7 to the Local Government Act); and

c) exhibit a sense of social and environmental responsibility by having regard to the interests of
the community in which it operates and by endeavouring to accommodate or encourage
these when able to do so; and

d) conduct its affairs in accordance with sound business practice.

Health, Safety and Wellbeing is integral to the manner in which Aurora Energy Ltd operates and
conducts its business affairs.

A core part of the Company's strategy will be to balance the capital investment programme
necessary to support fimely asset replacement and renewals, decarbonisation demands, climate
change resilience and economic and population growth, with the need to provide sustainable
dividends and a commercial level of return on investment to its shareholder, appropriate to the
sector the Company operates in.

In addition to the obligations of the Energy Companies Act 1992, the Company is also subject to the
requirements of the Companies Act 1993 and is governed by a Board of independent directors
appointed by the Company's shareholder, Dunedin City Holdings Ltd.

The Board of independent directors operates in accordance with accepted best practice
governance.

The role of a director of an Energy Company is defined in Section 37 of the Energy Companies Act
1992. This section states that all decisions relating to the operation of an Energy Company shall be
made by or pursuant to the authority of the directorate of the Company in accordance with its
Statement of Intent. The Board is responsible for the preparation of the Sol which requires approval
from the Company's shareholder.

The Board meets on a regular basis to direct and control the company’s activities. Directors are
appointed by the shareholder and a Board performance evaluation framework is in place.

The Board accepts that it is responsible for the overall control system operating within the company
but recognises that no cost-effective intfernal control system will permanently preclude all errors or
iregularities. The control systems reflect the specific risks associated with the business of the
company.

The shareholder reviews and approves the Sol and three-year financial plan.

Six-monthly and annual reports of financial and operating performance are provided fo the
shareholder.

The principal activities of the Company are the ownership, development and strategic management
of electricity distribution network assets in Dunedin and Central Otago. The Company is also
engaged in activities aimed at supporting customers’ future energy choices through the deployment
of new and innovative emerging technologies.

The Company's function is to transport electricity from the national grid to the end-use consumer,
ensuring a safe, reliable and efficient distribution network.
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Customers include large directly billed consumers, distributed generators and New Zealand'’s
electricity retailers.

Key suppliers include field service providers contracted to build and maintain the Company's
electricity distribution network assets.

Under the Commerce Commission’s Electricity Information Disclosure Requirements, the Company is
required fo publish, at least biennially, a 10-year Asset Management Plan. The Company's Asset
Management Plan setfs out the way in which it plans to ensure that long-lived assets are managed
sustainably.

Aurora invites comment on its Asset Management Plan from electricity retailers (on behalf of their
customers) and provides opportunity for public comments via its website.

The undertaking by the Company of any activity of a nature or scope outside of the activities outlined
above would be subject to the prior approval of the shareholder.
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Goals Objectives

Performance Measures

Supporting the development, safety and wellbeing of our people and fostering a culture that attracts and retains the best talent

Manage risks to staff and community through Zero serious harm events involving members of the
proactive risk management and executing a health | public
safety and wellbeing strategy

Reduce harm to employees and contractors

Develop opportunities across the business that
support the overall wellness of our team

Aurora Energy Risk Register is regularly reviewed &
updated, and the risk profile is managed in
accordance with Board approved risk folerance
levels.

60f18

Number of serious injury events (excluding third party
contacts with the network) involving members of the
public

Targets:

2027 0
2028 0
2029 0

Board and Leadership Site Visits and Safety
Observations

2027 100
2028 100
2029 100

A Board-approved Health, Safety and Wellbeing
Strategy is in place. The Strategy is reviewed and
updated annually

Risk Management Framework embedded as
evidenced by:

- Risk registers reviewed regularly and up to date,

- Risk freatment plans reviewed regularly and up to
date

- Regular reporting to Board and Audit & Risk
Committee
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To be an employer of choice and to deliver a
unique value proposition

To create a motivated and satisfied team and to
understand and action opportunities for
improvement within our team environment

People and culture strategies will be documented to
promote our support of equity, inclusion, and
diversity.

All employees are paid the living wage or above

70f18

Average of >75% staff satisfaction result on
employee surveys completed during the year

A People and Culture Strategy, and a Diversity,
Equity and Engagement Strategy is in place.

All direct employees are paid at the living wage or
above
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Goals

Objectives

Performance Measures

Investing in our network and operations to meet the changing electricity demands of customers

Develop mature & compliant asset management
planning approaches and practices across the
business

To deliver electricity supplies to consumers on the
Aurora network of a reliability standard that meets
the service level targets in the Commerce
Commission’s defermination of the Quality standards
that will apply to Aurora Energy from 1 April 2026 —
refer ‘Quality standards for DPP4’ in Electricity
Distribution Services Default Price-Quality Path
Determination 2025 (dated 20 November 2024).

Implement process and capability improvements
identified in Asset Management Plan

Effective long-term planning for Aurora Energy’s
asset portfolio is in place

SAIDI
System Average Interruption Duration Index

- Class B Interruptions (Planned)

SAIDI
System Average Interruption Duration Index
- Class C Interruptions (Unplanned)

SAIFI
System Average Interruption Frequency Index

- Class B Interruptions (Planned)

SAIFI
System Average Interruption Frequency Index

- Class C Interruptions (Unplanned)

8of 18

Asset management development initiatives
delivered in accordance with timetable in Asset
Management Plan

Annual and compliant Asset Management Plan is
published as per regulatory requirements.

Average minutes without electricity per consumer

Limits for years ended 31 March:

2027 <215.55 minutes
2028 <215.55 minutes
2029 <215.55 minutes

Average minutes without electricity per consumer

Limits for years ended 31 March:

2027 < 128.36 minutes
2028 < 128.36 minutes
2029 < 128.36 minutes

Average frequency of outages per consumer

Limits for years ended 31 March:

2027 <1.22
2028 <1.22
2029 <1.22

Average frequency of outages per consumer

Limits for years ended 31 March:

2027 <1.97
2028 <1.97
2029 <1.97
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Goals

Objectives

Performance Measures

Delivering a safe and efficient work programme through integrated planning, forecasting, and partnerships

To maintain effective and efficient planning,

scheduling and procurement functions that

drive the delivery of work programmes on the

network.

Deliver work programme outcomes to scope, time
and budget

Work programmes are delivered to Contractors on a
rolling quarterly basis in accordance with Field
Service contract terms

Focusing on what matters to customers and partnering with local business and stakeholders to support regional growth

To partner with our customers and develop a
brand that is synonymous with providing value
and credibility

Maintain community support through approved
sponsorships and community initiatives

To provide regular updates to the community on
our planning and delivery of major projects in our
network regions

Streamline customer service processes and build
key stakeholder relationships

9 of 18

Sponsorship and community initiatives $ per
annum of at least:

2027 $75,000
2028 $75,000
2029 $75,000

Any annual delivery reporting and regional
community engagements are delivered in
accordance with regulatory requirements

Annual customer satisfaction/perception survey
shows year on year improvement against key
criteria
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Goals Objectives Performance Measures

Applying technology, innovation and new skills to drive digital transformation and productivity across the organisation

To be efficient, forward- thinking and digital-

enabled
Develop a digital transformation roadmap to Digital fransformation roadmap approved by the
support intelligent business fransformation Board and targets for FY2027 are met
100of 18
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Goals

Objectives

Performance Measures

Demonstrably optimising future value for both customers and our shareholder

To ensure regulatory and legal compliance and
optimised performance under regulatory settings

To influence regulatory frameworks with proactive
advocacy

To have a sustainable workplace, focused on
delivering value to our shareholder, customers and
community

To deliver commercial, growth-focused value to our
shareholder

To understand long term value optimisation for the
next regulatory period

Conftribute to Dunedin’s citywide goal of carbon
neutrality

Minimise waste and the associated negative
environmental impacts

Implement opportunities to transition light motor
fleet to electric or hybrid vehicles where appropriate

Increase sustainability reporting and climate related
disclosures in our Annual Report

110f18

Regulatory performance metrics for compliance are
fracked and reported quarterly

Submissions on strategic regulatory matters are
lodged on a timely basis by Aurora (or via ENA)

Continue to refine and implement our carbon
emissions reduction strategy, and achieve and
publicly report progress

Continue to refine and implement our waste
reduction sfrategy,
and achieve and publicly report progress

Continue to replace non-utility/towing combustion
engine vehicles with either hybrid or EV and provide
updates in Aurora Energy Annual Reports.

Measure and publicly report our Greenhouse Gas
(GHG) emissions, and progress fowards our emissions
and waste reduction strategies and targets, in our
Annual Report
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Goals

Objectives

Performance Measures

Ensuring sound governance and delivering growth and value to our shareholder and customers

Bring to the attention of the Shareholder any
strategic or operational matters where there may be
conflict between the Council's community
outcomes and those of the Company and seek the
Shareholder’s view

Keep the Shareholder informed of all substantive
matters

Consult with the Shareholder at the earliest possible
time on matters where conflict may or could result

On a "no surprises” basis, advise the Shareholder
promptly of any substantive matter that has the
potential to impact negatively on the Shareholder
and the Company with a particular focus on the

media

120f 18

Potential conflicts notified to the Shareholder

Targets:

2027 No unnotified potential conflicts
2028 No unnotified potential conflicts
2029 No unnotified potential conflicts

Substantive matters reported to the Shareholder
within 24 hours

Targets:

2027  All substantive matters reported within 24
hours

2028 All substantive matters reported within 24
hours

2029  All substantive matters reported within 24
hours
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The financial forecasts included in this section are derived from revenue and expenditure allowances
approved by the Commerce Commission in its determination of the Company’s Default Price-Quality
Path for the period from 1 April 2026 to 31 March 2030.

a) The ratio of Shareholder’s Funds to Total Assets and the definition of those terms

Year ending Year ending Year ending
30/06/2027 30/06/2028 30/06/2029

| Shareholder’s Funds to Total Assets 28% 28% 28%

The ratio of Shareholder's Funds to Total Assets (equity ratio) will fluctuate depending on a variety of
circumstances including asset renewal and investment cycles.

“Shareholder’s Funds” are represented by the paid-up capital, reserves created by the revaluation
of specific assets, and retained earnings.

“Total Assets” means the aggregate amount of all current and non-current assets.

b) Estimate of the amount or proportion of accumulated profits and capital reserves that is
intended to be distributed to the Shareholder

Year ending Year ending Year ending
30/06/2027 30/06/2028 30/06/2029
$000 $000 $000

Dividend 12,500 14,800 15,500

c) Other financial forecasts

Year ending Year ending Year ending
30/06/2027 30/06/2028 30/06/2029

$000 $000 $000
EBITDA 124,897 129,888 138,923
Net profit after tax 43,467 40,313 40,763
Cash flow from operations 85,673 88,645 92,873
Capital expenditure 127,918 144,539 134,998
Term borrowings 662,072 735,622 795,022
Shareholder’s funds 313,907 339,420 364,684
130f 18
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a) General Accounting Policies

The Company is a Tier-1 For-profit entity as defined by the External Reporting Board and reports in
accordance with Tier 1 For-profit Accounting Standards. The Company's accounting policies are
based on NZ IFRS standards and interpretations, as recognised by Chartered Accountants Australia
and New Zealand.

NZ IFRS standards and interpretations are subject to change and therefore the Company’s
accounting policies are also subject to change during the period of the SOI.

b) Particular Accounting Policies

The particular accounting policies, which materially affect the measurement and reporting of
financial performance and financial position, are consistent across the DCHL group and are fully
listed in the Company's annual report.

As a regulated business, Aurora Energy has a responsibility to its customers to provide safe, reliable
electricity infrastructure. To maintain a reliable network and to cater for growth, resilience and
decarbonisation demands, we are planning to confinue to invest heavily in the network over the
next decade. We expect the company's capital investment programmes will be funded by
increased revenue and increased borrowings.

Aurora Energy will determine its ability to pay dividends by assessing the company’s Funds From
Operations / debt ratio (FFO/debt), which assesses the company’s available funds from operations
(pre capital expenditure) relative to its debt. As indicated in recent years, Aurora Energy considers it
will be reasonable for dividend payments to resume when the company can achieve and sustain
an FFO/debt ratio in excess of 8.5-9%, without breaching the other financial ratios exhibited by BBB
investment grade credit rated entities — for example, Debt/EBITDA < 5-6 times.

The Board expects to be in a position to authorise the resumption of dividends in the 2027 financial
year. The Board intends to authorise dividends within the range of 20-40% of the company's net
surplus after tax. This range reflects the company’s likely need to retain a portion of earnings to
continue to rebuild its balance sheet, targeting a shareholders’ funds to total assets of 30-35%.

The company will revisit its financial projections and dividend forecasts annually when preparing its
Statement of Intent. In arriving at a dividend recommendation, Directors will consider:

¢ the Company’s financial performance, in particular, the cash flows from operations;
¢ the ratio of the Company's shareholders funds to total assets (equity ratio);

¢ the Company’s future investment plans and profitability thereof;

¢ the Company’s ability to raise loans and the terms thereof; and

e inflationary forecasts and the Company’s cost of borrowings.

Dividends will also be subject to Directors’ obligations to act in accordance with their statutory duties
and the company's Constitution.

The Company'’s dividend policy will be reviewed by the Board at least annually and the basis on
which dividends are calculated may be subject to change from fime to time.

140f 18
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The commercial value of the Shareholder’s investment in the Company is considered by the Directors
fo be not less than the Shareholder’s funds as disclosed in the Statement of Financial Position
published in the last Annual Report.

This will be considered annually when the Statement of Intent is completed.

Dunedin City Council is the sole Shareholder of Dunedin City Holdings Limited.

Dunedin City Holdings Limited is the sole Shareholder of Aurora Energy Limited, City Forests Limited,
Delta Utility Services Limited, Dunedin City Treasury Limited (DCTL), Dunedin Railways Ltd, Dunedin
Venues Management Limited and Dunedin Stadium Property Limited.

Dunedin City Holdings Limited owns 50% of Dunedin International Airport Limited.

Transactions between the Companies, Dunedin City Council and other Dunedin City Council
controlled enterprises will be on a wholly commercial basis.

Charges from Dunedin City Council and its other entities and charges to Dunedin City Council and
its other entities will be made for goods and services provided as part of the normal trading activities
of each Company.

Dunedin City Holdings Ltd and its subsidiaries will undertake to obtain all debt funding from DCTL, with
exceptions as agreed with the Board of Dunedin City Holdings Ltd.

Related Party Transactions

Delta Utility Services Ltd Operations and maintenance, asset construction

Dunedin City Council Council rates for properties owned by the Company

Dunedin City Holdings Ltd Functions appropriate between parent companies and
subsidiaries

Dunedin City Treasury Ltd Provision of debt funding to the Company generating interest

payments to DCTL.

150f 18
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Quarterly Half Yearly | Annual

Key financial performance indicators X X X
Statement of Financial Performance X X
Statement of Financial Position X X
Statement of Cash Flows X X
Statement of Service Performance X X

against SOI targets

Statement of Movement in Equity X X
Notes to the Financial Statements X X
Directors' Report X X
Auditor’s Report X
Draft Statement of Intent Prior to
1 March
Final Statement of Intent Prior to
30 June

The company will undertake to keep the Shareholder informed of all substantive matters, in
accordance with the performance targets above. The Company will work to build a culture of
accountability and constructive working practices between the Company and the Shareholder. It is
expected that any conflicts that may arise between the Company and the Shareholder will be
resolved directly between the Company and the Shareholder, in accordance with appropriate
governance practices.

16 of 18
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The Company will only invest in the shares of another company or invest in an entity if the investment
is considered to be likely to produce added value to the Company. In order to maximise benefit to
the Shareholder, shares or assets may also be sold in response to, or in anticipation of, on-going
changes in the marketplace.

If the Directors intend that the Company or its subsidiaries should acquire assets, they will obtain prior
approval of the Shareholder where an investment into the new assets exceeds $5 million, provided
however that this approval requirement does not apply to expenditure set out in the Company’s
Asset Management Plan. For the purpose of this section, “asset(s)” includes a group of assets similar
in type, cost and useful life that are purchased together and can be identified and maintained as
one asset or group of assets following purchase.

If the Directors intend that the Company or its subsidiaries should subscribe for or otherwise acquire
issued capital or an interest in any company or organisation (other than minimum holdings in listed
companies in related industries) exceeding a total investment of $5 million they will obtain prior
approval of the Shareholder.

The approval of the Shareholder is required before disposal by the Company of any segment of its
business or shares in a subsidiary or associate company where the value of the asset to be disposed
of exceeds the investment delegated authority of $5 million.

At the request of the Shareholder, the Company may undertake activities that are not consistent
with its normal commercial objectives. Specific financial arrangements will be entered into to meet
the full commercial cost of undertaking such activities.

At present, the Company does not have any activities in respect of which its Board wishes to seek
compensation from any local authority.

The Company will undertake to operate "Group" purchasing of goods and services, unless this would
cause the company to breach regulatory requirements or it is demonstrated conclusively to the
Shareholder that the total combined cost of such Group purchasing to the Group and Dunedin City
Council (including the costs of ceasing any such Group purchasing), is greater than any alternative
identified.

a) The Company is committed to open and tfransparent engagement with its stakeholders and
customers and will maintain a publicly available and actively promoted Customer and
Stakeholder Charter and Public Information Disclosure Policy consistent with its responsibilities as
an Energy Company providing essential infrastructure services.

b) The Company will not accept sponsorship or give naming rights to companies involved in
activities deemed to be inconsistent with the Dunedin City Council’s ethical position. For
reference, those activities are: tobacco, armaments, fossil fuel extraction, gambling and
pornography. The Company will also work with DCHL to ensure that its sponsorship policy aligns
with DCC's strategic framework.

17 of 18
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c) The Company will continue to assess and manager cyber-security risks in @ manner appropriate
to the sector it operates in.

d) The Company will provide updated long-term forecasts to Dunedin City Treasury Limited on a
quarterly basis.

e) The Company is committed to working with DCHL to support the DCHL Intern Director
programme.

f)  The Company is committed to working with DCC, DCHL and Audit New Zealand to incrementally
shorten the DCC Group annual reporting timeline.

18 of 18
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City Forests Limited
Statement of Intent

For the Year Ending 30 June 2027
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City Forests Limited Statement of Intent 2026 / 2027
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City Forests Limited Statement of Intent 2026 / 2027

City Forests Ltd (“the Company”) owns and manages approximately 25,200 hectares of
land and commercial forestry estate in the coastal Otago region. It is a Council Controlled
Trading Organisation (CCTO) owned wholly by Dunedin City Holdings Ltd (DCHL), which
is wholly owned by Dunedin City Council (DCC).

This Statement of Intent (SoI) sets out City Forests’ planned activities and financial
forecasts for the next three years. It includes performance measures and targets which
will be reported on in the City Forests Limited 2027 Annual Report.

City Forests’ Purpose is to “operate sustainable forests for our future including providing
a consistent and commercial return over time”.

Company Values:

e Protect, respect and invest in our people.

e Our actions Bring mana to our forests, environment and communities to create
long term, sustainable wealth.

o We act with integrity, openness and honesty.

o We innovate and apply knowledge that strengthens our forests and
communities.

As a DCC Group Company, City Forest aims to contribute to the DCC's strategic
framework and achievement of city objectives.

City Forests’ primary objective is to maintain and enhance the values of the forest estate
investment including economic, social and environmental values, whilst maximising
consistent long-term annual dividend returns with an expectation of providing a
commercial level of return on investment to its shareholder, appropriate to the sector it
operates in.

This is achieved through a strategy of:

sustainable forest management

sustainable harvest levels

fit for purpose asset maintenance

maintaining a safe and capable workforce

caring for and enhancing environmental values, particularly carbon
sequestration, soil and water quality, and rare, threatened and endangered
species.

Acknowledging that the Company’s success is a result of past investment in land, trees,
people, and the environment, the Company has a strategy of continuing to build
shareholder wealth through incremental land and forest acquisition to increase future
prosperity and to expand the social and environmental values under management.

As defined in Section 59 of the Local Government Act (LGA), the principal objectives of
City Forests Limited as a council-controlled trading organisation are to:

a) achieve the objective of its shareholders, both commercial and non-commercial, as
specified in the statement of intent; and

b) be a good employer; and

c) exhibit a sense of social and environmental responsibility by having regard to the
interests of the community in which it operates and by endeavouring to
accommodate or encourage these when able to do so; and

d) conduct its affairs in accordance with sound business practice.

rﬂForeSfS Statement of Intent 2026 / 2027
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