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The Council is responsible for:

Ensuring the effective and efficient governance and leadership of the District.
Ensuring that all functions and powers required of a local authority under
legislation, and all decisions required by legislation to be made by local authority
resolution, are carried out effectively and efficiently, either by the Council or
through delegation.

To exercise all non-delegable functions and powers of the Council including, but not
limited to:

The power to make a rate;

The power to make a bylaw;

The power to borrow money, purchase, or dispose of assets, other than in
accordance with the Long Term Plan;

The power to adopt a Long Term Plan, a Long Term Plan Amendment, Annual Plan
or Annual Report and to receive any related audit report;

The power to appoint a chief executive;

The power to adopt policies required to be adopted and consulted on under the
Local Government Act 2002 in association with the Long Term Plan or developed
for the purpose of the Local Governance Statement;
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. The power to adopt a remuneration and employment policy;

. The power to approve or change the District Plan, or any part of that Plan, in
accordance with the Resource Management Act 1991;

. The power to approve or amend the Council’s Standing Orders;

. The power to approve or amend the Code of Conduct for Elected Members;

. The power to appoint and discharge members of committees;

. The power to establish a joint committee with another local authority or other
public body;

. The power to make a final decision on a recommendation from the Parliamentary
Ombudsman where it is proposed that Council not accept the recommendation.

. To exercise all functions, powers and duties of the Council that have not been

delegated, including the power to compulsorily acquire land under the Public
Works Act 1981.

. To make decisions which are required by legislation to be made by resolution of
the local authority.
. To authorise all expenditure not delegated to officers, Committees or other

subordinate decision-making bodies of Council, or included in Council’'s Long
Term Plan or Annual Plan.

. To make appointments of members to Council Controlled Organisation Boards of
Directors/ Trustees and representatives of Council to external organisations.

. To monitor the performance of and make decisions on any matters relating to
Council Controlled Organisations (CCO), including recommendations for

. modifications to CCO or other entities’ accountability documents (i.e. Letter of

Expectation, Statement of Intent), including as recommended by the Strategy and
Policy Committee.

. To approve joint agreements and contractual arrangements between Western
Bay of Plenty District Council and Tauranga City Council and/or any other local
authority including the requirement to review the terms of any such agreements
or contractual arrangements.

. To approve the triennial agreement.

. To approve the local governance statement required under the Local Government
Act 2002.

. To approve a proposal to the Remuneration Authority for the remuneration of
Elected Members.

. To approve any changes to the nature and delegations of Committees.
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Procedural matters:

Approval of elected member training/conference attendance.

Mayor's Delegation:

Should there be insufficient time for Council to consider approval of elected member
training/conference attendance, the Mayor (or Deputy Mayor in the Mayor's absence) is
delegated authority to grant approval and report the decision back to the next scheduled
meeting of Council.

Power to sub-delegate:

Council may delegate any of its functions, duties or powers to a subcommittee, working
group or other subordinate decision-making body, subject to the restrictions on its
delegations and any limitation imposed by Council.
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Notice is hereby given that a Meeting of Council will be held in the
Council Chambers, 1484 Cameron Road, Tauranga on:
Monday, 3 March 2025 at 12.30pm

Order Of Business

Karakia

Present

In Attendance

Apologies

Consideration of Late Items

Declarations of Interest

Public Excluded Items

Public Forum

© 00 N o o h~h W N
N O O o o o o o o

Reports

9. Notice of Motion - Cr Coxhead - Review of Western Bay of Plenty
District Council’'s Membership of Local Government New Zealand................. 7

9.2 Local Water Done Well - Water Service Delivery Models for
Consultation 10

10 Information for Receipt 288

1 Resolution to Exclude the Public 288

1.1 Modelling for a joint Council Water Services Council-Controlled
organisation (MartinJenkins) (Confidential - provided separately)........... 288
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1 KARAKIA
Whakatau mai te wairua Settle the spirit
Whakawatea mai te hinengaro Clear the mind
Whakarite mai te tinana Prepare the body
Kia ea ai ngd mahi To achieve what needs to be

achieved.

Ae Yes

2 PRESENT

3 IN ATTENDANCE

4 APOLOGIES

5 CONSIDERATION OF LATE ITEMS

6 DECLARATIONS OF INTEREST

7 PUBLIC EXCLUDED ITEMS

8 PUBLIC FORUM
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9.1 NOTICE OF MOTION - CR COXHEAD - REVIEW OF WESTERN BAY OF PLENTY
DISTRICT COUNCIL'S MEMBERSHIP OF LOCAL GOVERNMENT NEW ZEALAND

File Number: A6660521
Author: Robyn Garrett, Governance Manager
Authoriser: Rachael Davie, Deputy CEO/General Manager Strategy and

Community

In accordance with Standing Orders, the following Notice of Motion is to be placed on the
agenda for the Western Bay of Plenty District Council meeting to be held on Monday, 3
March 2025:

e Councillor Coxhead has put forward a Notice of Motion directing the Chief Executive
Officer to review whether Council should renew its membership subscription to Local
Government New Zealand (LGNZ) for their 2025/2026 financial year.

1. Thatthe Governance Manager’s report dated 3 March 2025 titled ‘Notice of Motion
— Cr Coxhead - Review of Western Bay of Plenty District Council's Membership of
Local Government New Zealand' be received.

2. That Council directs the Chief Executive to prepare a report with recommendations
to consider the matter of whether or not Western Bay of Plenty District Council
should renew its membership subscription to Local Government New Zealand
(LGNZ) for their 2025/26 financial year (i.e., 1 April 2025 - 31 March 2026).

3. That Council directs the Chief Executive to report back to Council at the meeting
to be held on 18 March 2025 with the above report and recommendations, so
Council can either resolve to RENEW their membership subscription to LGNZ, or
NOT RENEW their membership subscription to LGNZ.

4. That Council directs the Chief Executive to consider the value proposition to
Council with a cost-benefit analysis that includes, but is not limited to: -

Annual membership fee and date payable,

a
b.  Additional costs incurred as a result or condition of membership,

o

Other information Council staff rely on from LGNZ,

Q

Any other pertinent considerations,

e. Any known or likely consequences that may arise from a decision to NOT
renew Council’'s LGNZ membership.

Item 9.1 Page 7
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1. Council received the following Notice of Motion from Councillor Coxhead on 24
February 2025 (Attachment 1). The motion was accepted by the Chief Executive
Officer.

1.  2025-02-24 Notice of Intended Motion (Review of LGNZ Membership) Cr Tracey
Coxhead

Item 9.1 Page 8
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NOTICE OF INTENDED MOTION

Dated: 24 February 2025

I, Councillor Tracey Coxhead, give notice that at the next Council meeting to be held on 3 March 2025,

I intend to move the following motion:

MOTION

MOVED BY

That Council directs the Chief Executive, to prepare a report with recommendations to
consider the matter of, whether or not Western Bay of Plenty District Council should
renew its membership subscription to Local Government New Zealand (LGNZ) for their

2025/26 financial year (i.e., 1 April 2025 — 31 March 2026).

That Council directs the Chief Executive, to report back to Council at the meeting to be
held on 18 March 2025, with the above report and recommendations, so Council can either
resolve to RENEW their membership subscription to LGNZ, or NOT RENEW their
membership subscription to LGNZ.

That Council directs the Chief Executive, to consider the value proposition to Council

with a cost-benefit analysis that includes, but is not limited to: -

Annual membership fee and date payable,

IS

Additional costs incurred as a result or condition of membership,

e

Other information Council staff rely on from LGNZ,
d. Any other pertinent considerations,
e. Any known or likely consequences that may arise from a decision to NOT renew

Council’s LGNZ membership.

SECONDED BY

Cr Tracey Coxhead Cr Grant Dally

ltem 9.1 - Attachment 1
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9.2 LOCAL WATER DONE WELL - WATER SERVICE DELIVERY MODELS FOR

CONSULTATION
File Number: A6663669
Author: Ariell King, Strategic Advisor: Legislative Reform and Special Projects
Authoriser: John Holyoake, Chief Executive Officer

To set out the assessment that Council has undertaken to assist in the preparation of a
Water Services Delivery Plan as required by section 8 of the Local Government (Water
Services Preliminary Arrangements) Act (the Act). Consideration has also been given to
the potential requirements set out in the Local Government (Water Services) Bill.

To decide on the water service delivery models for consultation.

To identify Council's preferred model for water service delivery and note this in the
consultation document.

1. That the Strategic Advisor: Legislative Reform and Special Projects report dated 3
March 2025 titled ‘Local Water Done Well - Water Service Delivery Models for
consultation’ be received.

2.  That the report relates to an issue that is considered to be of high significance in
terms of Council’s Significance and Engagement Policy.

3.  That Council receives the MartinJenkins report ‘Water services delivery update and
further analysis’ dated 22 January (Attachment 2), the slides presented to Council
on 29 January 2025 (Attachment 3), and the slides presented to Council on 24
February 2025 (Attachment 5).

4.  That Council receives the workshop notes from the Local Waters Done Well
workshop on 29 January 2025 (Attachment 4) and on 24 February 2025
(Attachment 6).

5. That Council receives the further modelling undertaken to understand the
implications of a joint-Council Water Services Council Controlled Organisation
(Attachment 7 — Confidential)

6. That Council receives the financial modelling prepared by the Department of
Internal Affairs (Attachment 8).

7. That Council uses the alternative decision-making and consultation requirements
set out in sections 61 to 64 in the Local Government (Water Services Preliminary
Arrangements) Act to decide on the water service delivery models for
consultation.
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10.

That Council directs the Chief Executive to prepare a consultation document
(including metrics and the strategic objectives) for approval by Council at its
meeting on 18 March 2025, inclusive of the following options:

(a) retaining the current model;

(b) moving to a single Council Water Services Council-Controlled Organisation;
and/or

(c) establishing a joint Council Water Services Council-Controlled Organisation
(preferred model).

That Council approves, based on the preferred option planning on the pre-
establishment phase commences immediately to ensure business readiness for
future water services delivery. This includes continuing to work collaboratively with
Tauranga City Council.

That Council notes that following the decision on the water service delivery model
to be included in a Water Service Delivery Plan, the required documentation will be
discussed with Council e.g. Commitment Agreement, Shareholders’ Agreement.

Local Water Done Well is the coalition government's approach to the future
management of three waters in New Zealand. The approach is provided for in the
Local Government (Water Services Preliminary Arrangements) Act (the Act) and the
Local Government (Water Services) Bill (the Bill) released in December 2024.

The Act requires Council to prepare a Water Service Delivery Plan (WSDP). This plan
must outline the future delivery model for water services and how this model will be
implemented.

Council engaged Martindenkins to undertake financial analysis and modelling to
determine which of the possible water service deliver models met the strategic
objectives agreed by Council in an assessment framework. This includes the
requirement of ‘financial sustainability’ in the Act. This assessment provides Council
with the confidence to decide on a preferred model for water services delivery for
consultation.

Discussions have been ongoing with Tauranga City Council regarding the potential
of establishing a joint Council Water Services Council-Controlled Organisation
(WsccCO0), noting this is a natural extension of the current arrangements including
TCC and WBOPDC having a joint contract with Downer for waters network
operations, and joint utilisation of the TCC laboratory services. Discussions have
also been had with other Council’'s considering the options for their communities
for the future of water service delivery.

The outcomes of the analysis and modelling prepared by Martindenkins has
confirmed that Council has three water service delivery models to consider. This

ltem 9.2 Page
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10.

1.

includes remaining with the existing approach for delivering water services (as
required by the Act), a single Council Water Services Council-Controlled
Organisation (WSCCO), or a joint Council WSCCO (preferred).

The modelling and assessment against the financial metrics and strategic
objectives clearly identifies that the most beneficial long-term approach to water
service delivery for our community is a joint WSCCO.

The Act sets out alternative requirements for decision-making and consultation
when deciding on a future water service delivery model (sections 61 — 64). Council
must identify two options for consultation, one of which must be remaining with the
existing approach for delivering water services.

Following Council’s decision, consultation material will be prepared for Council to
adopt at a Council meeting on 18 March 2025. Consultation with the community will
be undertaken from 24 March to 24 April 2025.

Funding has been included in the draft Annual Plan to allow for implementation of
the Council's preferred water services delivery model. Council will make any
necessary updates to the Annual Plan prior to its adoption in June 2025.

Local Water Done Well is the coalition government’s approach to the future
management of three waters in New Zealand. The approach is provided for in the
Local Government (Water Services Preliminary Arrangements) Act (the Act) and the
Local Government (Water Services) Bill released in December 2024.

The Act requires Council to prepare a Water Service Delivery Plan (WSDP). This plan
must:

(a) identify the current state of the authority’s water services; and
(b) demonstrate publicly its commitment to deliver water services in a way that—
(i) ensures that the territorial authority will meet all relevant regulatory
quality standards for its water services; and
(i) is financially sustainable' for the territorial authority; and
(i) ensures that the territorial authority will meet all drinking water quality
standards; and
(iv) supports the territorial authority’s housing growth and urban
development, as specified in the territorial authority’s long-term plan.

! financially sustainable means, in relation to a territorial authority’s delivery of water services, that—

(a) the revenue applied to the authority’s delivery of those water services is sufficient to ensure the
authority’s long-term investment in delivering water services; and

(b) the authority is financially able to meet all regulatory standards and requirements for the authority’s
delivery of those water services.
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12.  The financial sustainability requirements mean that water revenue must be kept
separate from Council’s other functions, so that this revenue is only used for water
services (colloquially known as ‘ring-fencing’).

13.  Council engaged MartinJenkins to assess Council’'s current viability and
sustainability of water service delivery against the new legislative requirements and
signalled requirements. This included consideration of operating context, service
levels, cost drivers and financial projections to determine revenue sufficiency,
investment sufficiency, financing sufficiency, resource sufficiency, and affordability.

14.  The analysis and assessment to date have assumed that the delivery model will
include water, wastewater, and stormwater. The rationale for this assumption is that
at this point in time no decisions have been made regarding what stormwater
assets, operations or charging mechanism may be included in a potential joint-
CCO. If Council decided to establish a joint-Council CCO, during the negotiations
for this entity, it may choose to retain some elements of the delivery of stormwater
services within Council.

15.  Martindenkins has facilitated three workshops on 15 August 2024, 5 September 2024,
and 29 January 2025, and prepared two reports for Council. A fourth workshop with
Council was also held on 24 February 2025.

16. The purpose of the first workshop was to provide an overview of the new
requirements of the Local Water Done Well reform, and to agree to the assessment
framework to assess Council’s ability to meet the new legislative requirements.

17.  The purpose of the second workshop was to present a high-level overview of
Council's current water services and the preliminary findings of the financial
modelling and analysis against the agreed assessment framework illustrated
below (see Attachment1):

~—{_ Operating context ) Service levels

Financial projections

High growth district
Ageing population
Geographic and economic connections

with Tauranga City and its growth

demands

Higher cost of providing infrastructure
Equity - income and wealth imbalances
Mix of council and community supplies

Significant water supply and wastewater

upgrades needed

Significant increases in asset replacement

costs
Availability of contractors
Disruption to supply chains

Climate change impacts

Network performance
DWS compliance
RM consent compliance

Customer service

Cost drivers

Asset age and condition
Improved levels of service

Growth
Asset revaluations
Borrowing

Operating costs

Revenue and expenses
Investment
Borrowing

Other capital funding

Viability and sustainability
assessment

Revenue sufficiency

Investment sufficiency

Resource sufficiency

Affordability

ltem 9.2
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18.

19.

The first report titled ‘Assessment of viability and sustainability of water services
delivery’ was received by Council at its meeting on 26 September 2024 and
included the preliminary findings from the second workshop. This report provided
an overview of Council's water services, the assessment framework, a ten-year
outlook for water, wastewater, and stormwater individually and a combined view
for the three waters. It also set out long-term considerations regarding anticipated
capital infrastructure requirements, debt sustainability, revenue sufficiency and
affordability. The report also outlined the preliminary intervention logic and
strategic objectives for Council to consider when assessing the available water
service delivery models. It has been attached to this report for Council's information
(Attachment1).

The summary of the initial assessment of Council’'s current model is illustrated
below:

Summary assessment

* Revenue appears to be sufficient to cover the costs of water services delivery but
is contingent on realising significant planned increases in operating revenue in
the final years of the LTP.

= An alternative and likely more sustainable price path could be to increase revenue
earlier and offset this with smaller increases in later years.

Is the projected revenue
sufficient to cover the costs
of water services delivery?

= Planned investment represents a significant increase on recent levels and appears

Investment
sufficiency

Affordability

Is the projected level of
investment sufficient to
maintain assets, meet
regulatory requirements and
provide for growth?

Can the council raise the
borrowing required to
finance investment while
remaining within financial
limits?

Does the council have the
resources and capacity to
operate and govern water
services sustainably?

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

* Delivery may be challenged given historic under-delivery against planned budgets

* The debt trajectory appears unsustainable for three waters on a standalone basis,

to be driven largely by arowth.

and will require close oversight.

* Future regulatory requirements and the risk of further climate-related events may

result in greater than expected costs.

= The debt path represents a ‘highly leveraged' position and would not be considered

prudent or sustainable by local government or water industry standards.

especially considering the projections also assume a significant drawdown on
reserves in the first part of the period.

= Council resource constraints, including in staff and contractor resourcing (e.g. for

skilled project managers) and governance will likely be further tested as the
capital delivery programme expands.

* Partnership with another water service provider including TCC may be a source

of support, including through seeking efficiencies in the long-term operations
contract with Downer.

* Projected revenue increases occur later in the LTP period which means charges

excead a common international benchrmark for water affordability (2.5% of
median household income) in year eight.

= This might happen soconer if price increases are brought forward or if costs

escalate over the LTP period.

ASSESSMENT OF VIABILITY AND SUSTAIMABILITY OF WATER SERVICES DELIVERY | MARTINJENKING (commercial in confidence)

20. The resolutions of Council from the meeting on 26 September 2024 (CL24-9.1) were:

(a) That the Strategic Advisor. Legislative Reform and Special Projects report
dated 26 September 2024, titled ‘Local Water Done Well — Next Steps’, be
received.

(b)

That the Martindenkins report titled ‘Assessment of viability and sustainability
of water services delivery’ be received (Attachment Three).

ltem 9.2
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21.

22.

23.

24.

(c) That Council agrees to the exploration of alternative water service delivery
models from the status quo.

(d) That Council directs the Chief Executive to work with Tauranga City Council to
progress investigations for a joint water services council-controlled
organisation (CCO).

(e) That Council notes that the decision to establish an alternative water services
delivery model to the status quo requires a separate decision from Council
and consultation in accordance with section 61 - 64 Local Government (Water
Services Preliminary Arrangements) Act.

The Local Government (Water Services) Bill was released in December 2024. This Bill
provides for:

» arrangements for the new water services delivery system, and

e a new economic regulation and consumer protection regime for water

services; and

e changes to the water quality regulatory framework and the water services
regulator.

The Bill sets out that Council must provide water services through one or more of
the following:

» providing water services itself directly.

» transferring responsibility for providing water services to a water
organisation (through a transfer agreement):

e contracting with another party to provide water services on behalf of the
territorial authority:.

e entering into a joint water service provider arrangement.

« entering into another type of arrangement (other than a franchise or
concession agreement).

The Bill provides for one or more councils to establish, or become shareholders in,
water organisations to provide water supply, wastewater, and/or stormwater
services. Water organisations may be owned by local authorities (territorial
authorities and regional councils) and by the trustees of consumer trusts. Local
authorities and trustees of consumer trusts may own a water organisation either as
the sole shareholders, or as joint shareholders.

When majority-owned by local authorities, water organisations will be council-
controlled organisations (CCOs). CCOs that currently deliver water services are
considered water organisations under the Bill, with some specific differences to the
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25.

26.

27.

28.

29.

30.

proposed legislative settings for Watercare, where necessary, based on the
arrangements in the Preliminary Arrangements Act.

Under the consumer trust ownership model for water organisations, territorial
authorities may establish a consumer trust for the purpose of the trustees owning,
wholly or in part, a water organisation. The trustees of a consumer trust will act in
the interests of the customers of the water organisation in which it has an ownership
share. The customers will elect the trustees. The Bill includes other specific
requirements for the consumer trust model.

At the request of Council, MartinJenkins prepared an additional report focussed on
alternative revenue scenarios to determine if this would provide a viable long-term
standalone option for Council and our community. The information in this second
report ‘Water services delivery update and further analysis’ (Attachment 2) was
presented at the third Council workshop on 29 January 2025.

This workshop also provided an overview of what we have done so far, a brief
legislative update, an overview of the initial report, and a discussion of potential
options (including discussions with other councils). The slides and notes from this
workshop are also attached (Attachments 3 and 4).

A fourth Council workshop occurred on 24 February 2025. The purpose of this
workshop was to discuss the options for a water services delivery model including
further financial analysis requested by Council, and the preferred option and
consultation matters. The slides and notes from this workshop are attached
(Attachments 5and 6).

In addition, the key risks and challenges over the next ten years for delivery of water
services were reiterated:

(a) Providing for high growth

(b) Delivering a large capital expenditure programme with limited resources
given the same of the anticipated investment

(c) Ensuring integrated response to growth demands with Tauranga City Council
(d) Uncertainty in regulatory environment, particularly for wastewater

(e) Renewal of underground water supply assets

(f) Extreme weather events and building climate resilience

(g) Compliance with water quality standards

(h) Ensuring appropriate levels of service for stormwater.

Tauranga City Council made a decision in December 2024 to ‘consult on the current
delivery model; and the preferred option being a Jointly owned mutually beneficial
two-water or three-water CCO involving Tauranga City Council and ‘other
council/s, with the option to set up a stand-alone Tauranga City Council CCO that
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31

32.

33.

34.

35.

other councils can join later if there is no suitable or ready partner to proceed by 1
July 2026; and TCC only two-water or three-water CCO.

Staff have continued to explore the potential for a joint water services delivery
model including a joint council-controlled organisation with Tauranga City Council
staff (as provided for in resolution (d) from the Council meeting on 26 September
2024). Further modelling has been undertaken to understand the implications of
this option including the financial information of other Councils who expressed an
interest in the opportunity of joining (and who agreed to this modelling)
(Attachment 7 - Confidential). This independent modelling confirmed a
compelling case in relation to the financial benefits of a joint WSCCO.

Council has participated in discussions with the Bay of Plenty Regional Mayoral
Forum, which has considered options for the future of water services delivery across
the region. No decisions have been made by Council to formally pursue the options
promulgated through the forum, except to note that options should, and any
Council Controlled Organisation should, include the potential future participation of
other councils in the region.

The Mayoral Forum also requested that DIA undertake the financial modelling of a
multi-Council CCO to include all Bay of Plenty councils (excluding Taupo District
Council and the Bay of Plenty Regional Council). The DIA modelling is also limited as
it uses Long-term Plan data and does not have the same level of complexity
provided by the Martindenkins modelling i.e. the inclusion of expected efficiency
gains. The DIA modelling is attached (Attachment 8).

When developing the WSDP the Act requires Council’s to consider a water services
council-controlled organisation; or a joint local government arrangement under
section 137 of the LGA 2002. As noted above the Local Government (Water Services)
Bill introduced the water service delivery models that Council can consider when
preparing the WSDP.

The outcomes of the initial report, second report, and further financial modelling
prepared by Martindenkins has confirmed that Council has three water service
delivery models to consider. This includes remaining with the existing approach for
delivering water services (as required by the Act), a single Council Water Services
Council-Controlled Organisation (WSCCO), or a joint Council WSCCO. The potential
structure of the three water service delivery models is illustrated below:
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Internal business unit Single council water organisation Multi-council water organisation
(cco)

Council

Water services delivered through internal
business unit or division, with ring-fencing
of revenue and expenditure. New
planning and reporting framework for
water service providers will apply.

—

Council | Shareholders
| LA JLe JlL e |
v J L
Q\ppointments and Accountability Co mrnittea .L |

Appoints representatives
of committee or can

Shareholder council

)

appoint direct to the

C

Water organisation board

board

Council transfers
assets and
personnel to new
company

Council supports
financing

Responsible for jointly setting
shareholder expectations,
appointing bard and
overseeing its performance

Issues Statement of
Expectations

Appoints / removes water
arganisation Board members

C

Water organisation board

Sharesowned in

allocation plan (jointly
owned)
¥

{ Water organisation }

Councils support
financing

accordance with agreed

: )
Responsible for
operational and financial
decisions consistent with
Statement of
Expectations and
statutory objectives

Area of focus

hd

—*[ Water organisation J
]
T ]

36. The options of a single or joint Council/Consumer Trust models were discounted as
they did not deliver against the assessment framework and strategic objectives
that Council had agreed on. Also discounted at this point in time is a Bay of Plenty
wide WSCCO. This is following discussions at the Mayoral Forum where this option
was not pursued (other than to note that it is a future option that Council's may wish
to opt into.) Council is very open to regional collaboration and looking at other
opportunities to create efficiencies and better outcomes for our communities e.g.
shared service agreements.

37. The table below (modified from slide 16, Attachment 5) sets out the three water
service delivery models and describes the structural components of each (based
on the Act and the Bill):

Structural Current model Single-Council WSCCO | Multi-Council WSCCO

components

Ownership Council-owned 100% owned by the | Owned by the Council
(internal division) Council plus others

Governance Council oversight | Council appointed or | Shareholder  Councils
(option of independent | committee (Council | appoint
committee) officers and elected

members cannot be on
board)

Accountability Water focussed annual | Reports to  owners | Reports to  owners
reports and financial | quarterly, prepares | quarterly, prepare
statements audited annual reports, | audited annual reports,

acts consistent with | acts consistent  with
statutory objectives statutory objectives
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Structural Current model Single-Council WSCCO | Multi-Council WSCCO
components
Borrowing Council borrows (LGFA | Borrow via LGFA (up to | Borrow via LGFA (up to
limits) 500% debt to revenue) if | 500% debt to revenue) if
there is Council support | there is Council support
Planning Council prepares a | Water organisation | Multi-Council
Water Services Strategy, | prepares its own Water | shareholders jointly
fully integrated with | Services Strategy, | issue a Statement of
overall Council strategy | guided by a Council- | Expectations; the water
and budgeting issued Statement of | organisation prepares a
Expectations Water Services Strategy
Operations Integrated with Council | New independent water | Joint Council ownership
operations organisation

38.

39.

40.

41.

As noted above, further financial modelling has been undertaken to consider a joint
WSCCO with other Councils (including Tauranga City Council and those Councils
who agreed to be part of this analysis and looking at further potential options).
Three scenarios have been considered — Balanced Budget, Accelerated Investment
and Optimised Pricing to demonstrate the benefits of a multiply owned Council
Controlled Organisation.

A balanced budget scenario:

(a) Combines the starting asset and debt positions and operational expenditure,
capital expenditure and revenue (including development
contributions/financial contributions) projections for each council.

(b) Adjusts financial projections for one-off establishment costs (debt funded
initially with recovery through charges over time) and additional operating
costs.

(c) Incorporates agreed efficiency gains from consolidation and economic
regulation.

(d) Targets a balanced budget (i.e., no operating surplus).

The accelerated investment scenario:

(a) Efficient utilisation of balance sheet of CCO model to fund higher levels of
investment,  consistent principles of intergenerational equity.
Maintains current price levels but accelerates investment in infrastructure.

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

The optimised prices scenario:

(a) Efficient utilisation of balance sheet of CCO model to lower prices but maintain
current levels of investment, consistent principles of intergenerational equity.
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42.

43.

44,

45.

(b) Demonstrates affordability benefits of the WSCCO model.

The key findings (slide 10, Attachment 5) were that by FY34, a price-optimised
WSCCO could support financially sustainable water services while enabling
additional investment in water infrastructure and/or reducing price increases to
consumers by between 15 to 20 percent. A joint WSCCO could deliver water services
at a lower cost to consumers than individual councils under their current capital
and operating models.

This arises from using a more efficient capital structure to provide an immediate
uplift in debt funding access, better cost distribution by financing assets over their
useful lives and increased investment capacity and financial flexibility.

The table below illustrates the level to which each model ranks against the strategic
objectives identified by Council and effectively demonstrates the advantages and
disadvantages of the three options being considered by Council (slides 14 and 15,
Attachment5).

These tables also include the other options that have been discounted (options 4
and 5) for the reasons outlined above in the background:
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Legend:
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of water services

Invests at & lewel that =

mew ring fencing requirements
without significant increases in
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Greater investrment capacity to
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Assessing delivery models against objectives (2/2)

Options: Internal business unit or single council water Multi-Counil water
division sendice CC0 services OO0 (sub-regional)
Description: Creation of dedicated ring-fenced Cauncil establishes waber Council partmers with willing
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46.

47.

48.

The modelling has also demonstrated the potential impact on water rates based
on the current model, and a price harmonised and non price harmonised (based
on scenario 3 — optimised prices). The graph below demonstrates that both a price
harmonised and non price harmonised joint CCO offer a lower water rate per
connection than the current model (standalone) (see water rates per connection
graph below). The cheaper non-harmonised price in later years is due to the
forecast reduction in debt balances. This is unlikely to be a viable option, though, as
net debt to revenue exceeds 500%, reaching almost 600% for three waters.

Water rates per connection (& per annum)

5,000

P25 P26 27 28 Y28 B30 F3l RS2 33 Ff3d
s WHOP - OC0 non-harmon ised  WEOP - 000 harmonised
/B OF - standzlone

§

Real (3)

§

The actual price path will be determined by the combination of Council’s that may
be part of a potential joint WSCCO. In addition, the new regulations that are
proposed in the Bill will also have an impact on how prices are determined.

A key point for Council to consider when evaluating the advantages and
disadvantages of the three water service delivery models is the implication for our
community in terms of the potential water rate (or charge) and affordability. The
graph below demonstrates that affordability of water charges would improve for
the WBOP community by FY31, compared to the status-quo. Efficiencies would build
overtime, likely generating further savings for our community.
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49.

50.

51.

52.

53.

54.

Water rates % of median household income
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A common international benchmark for the affordability of water charges is 2.5% of
median household income. The median household income for the Bay of Plenty
region is $105,000.

The modelling and assessment against the financial metrics and strategic
objectives clearly identifies that the most beneficial long-term approach to water
service delivery for our community is a joint WSCCO.

Other matters to be considered when establishing a WSCCO have been considered
by the Department of Internal Affairs and are set out in suite of templates (intended
to reduce legal cost and time for Council’s). The templates include a Commitment
Agreement, a Shareholders’ Agreement and a Transfer Agreement. The final
contents of these agreements will be negotiated between Council and other willing
partners to a joint WSCCO. Council will look to represent the local voice of our
community in these negotiations.

Council is collaborating with TCC, BOPRC, Priority One and Kia Tu Pakari ai Tatou
(SmartGrowth Combined Tangata Whenua Forum) on submitting a proposal for a
Regional Deal. The Government's framework for these deals highlights that
collaboration on matters such as Local Waters Done Well will be favourable in a
Regional Deal context.

Council needs to consider the potential implications for the rest of Council's
activities if the water, wastewater and stormwater were to be delivered by a
separate entity. This includes consideration of organisational structure,
implications for Council planning processes, and associated policy changes.
Council has undertaken an initial assessment of potential implications.

There is other legislative reform underway that is likely to have an impact on
Council's including reform of the Local Government Act and the Resource
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55.

56.

57.

58.

59.

Management Act. Further work will be undertaken when a decision is made on the
water services delivery model and when further details are released by the
Government on the legislative reform.

Part 3 of the Local Government (Water Services Preliminary Arrangements) Act sets
out the alternative requirements and additional powers (from the Local
Government Act 2022) for decision-making and consultation. These alternative
requirements apply where Council is deciding whether to establish, join, or amend
a water services council-controlled organisation’, or ‘before adopting its water
services delivery plan, is making decisions in relation to an anticipated or proposed
model or arrangement for delivering water services in its water services delivery
plan'

As part of the decision-making process section 61 of the Act sets out that Council:
(a) must identify both of the following 2 options for delivering water services:
(i) Remaining with the existing approach for delivering water services: and

(i) Establishing, joining, or amending (as the case may be) the WSCCO or
the joint local government arrangement; but

(b) may identify additional options for delivering water services; and
(c) must assess the advantages and disadvantages of all options identified.

As outlined above Council must include two models for consultation - the current
model and one other. The conclusions of the financial modelling and analysis to
date have identified that there are two other models that Council could consider as
alternatives to the status quo - a single Council WSCCO or a joint Council WSCCO.
The advantages and disadvantages of each model are set out in the section above
(Water Service Delivery Model Discussion).

The Council must consult on the options for a water service delivery model so that
it can be included in the Water Services Delivery Plan.

Council can decide to:

e Option 1: Consult on retaining the current model, or moving to single Council
WSCCO; or establishing a joint Council WSCCO (preferred model);
(recommended) or

e Option 2: Consult on the current model; or establishing a joint Council WSCCO
(preferred model).
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60. The advantages and disadvantages of each option are set out below.

Option 1: Consult on retaining the current model, or moving to single Council
WSCCO; or establishing a joint Council WSCCO (recommended option) or

Advantages

Disadvantages

e Complies with alternative
legislative requirements regarding
consultation.

e Allows consideration of more than
one viable model (noting that the
Act requires the inclusion of the
current model, even if it is unlikely
to meet the financial sustainability
requirements of the Act)

e Enables the community to make
an informed assessment between
water service delivery models and
the potential implications.

e Clear that Council’s preferred
water service delivery model is a
multi-Council CCO.

The Act requires the inclusion of
the current model, even if it is
unlikely to meet the financial
sustainability requirements of the
Act

Option 2: Consult on retaining the current model; or establishing a joint Council

WSCCO (notrecommended).

Advantages

Disadvantages

e Complies with alternative
legislative requirements regarding
consultation.

e Clear that Council’s preferred
water service delivery model is a
multi-Council CCO.

Although this option complies with
the alternative legislative
requirements regarding
consultation it does not offer
consideration of more than one
viable model (noting that the Act
requires the inclusion of the
current model, even if it is unlikely
to meet the financial sustainability
requirements of the Act.)
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61.

62.

63.

64.

65.

66.

67.

68.

The Local Government Act 2002 requires a formal assessment of the significance of
matters and decision in this report against Council’s Significance and Engagement
Policy. In making this formal assessment there is no intention to assess the
importance of this item to individuals, groups, or agencies within the community
and it is acknowledged that all reports have a high degree of importance to those
affected by Council decisions.

The Policy requires Council and its communities to identify the degree of
significance attached to particular issues, proposals, assets, decisions, and
activities.

In terms of the Significance and Engagement Policy this decision is considered to
be of high significance because of the potential implications of the level of financial
consequence of the proposal, the proposal affects a large part of the community,
recognising Maori cultural values and their relationship to water, and there is a high
level of community interest in the proposal.

An Engagement Plan is being prepared for the consultation on the proposal for the
delivery of water services, for Council approval at the Council meeting on 18 March
2025. This Engagement Plan will be cognisant of the alternative requirements set
out in sections 62 - 64 of the Local Government (Water Services Preliminary
Arrangements) Act.

The Act provides an alternative set of requirements for decision-making and
engagement (sections 62 — 64). If these requirements are met, Council does not
need to comply with the corresponding requirement in the Local Government Act
2002.

The Act also sets out the information that must be made publicly available
including how proceeding (or not proceeding) with the proposal is likely to affect
the authority’s rates, debt, and levels of service; and any charges for water services;
the implications for communities throughout the joint service area of a joint
WSCCO; a description of potential accountability or monitoring arrangements the
authority will use to assess the performance of the WSCCO (i.e. Statement of
Expectation); and any other relevant implications of the proposal that the authority
considers will be of interest to the public.

Itis intended for consultation to occur from 24 March to 24 April 2025. This is a similar
timeframe to Tauranga City Council (28 March to 28 April 2025) and illustrates the
level of collaboration between the two Council’s on this matter.

Updates on the Council's approach and progress on the Local Waters Done Well
requirements have been provided to Te Kdhui Mana Whenua o Tauranga Moana
and Te Ihu o te Waka o Te Arawa. Feedback has also been sought and provided
from these forums as to how Tangata Whenua could participate in the pre-
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69.

70.

71.

72.

73.

74.

75.

establishment phase of a joint WSCCO and in the ongoing direction and operations
of a WSCCO. It is recommended that these discussions continue.

Depending on the final decision of Council on the preferred water service delivery
model, there are potential implications for Western Bay staff. Staff are being kept
updated on the process and support provided, as necessary.

The recommendations of this report meet the legislative requirements set out in the
Local Government Act 2002 and the Local Government (Water Services Preliminary
Arrangements) Act. In particular, the Local Government (Water Services Preliminary
Arrangements) Act requires Council to adopt a Water Services Delivery Plan by 3
September. Due to the local elections, it is prudent and reasonable for Council to
make a final decision on the Water Services Delivery Plan, prior to the interregnum
period (August — October 2025).

Section 63 of the Act also sets out that consultation on an amendment to a Long-
term Plan is not required to give effect to a proposal to establish, join, or amend a
WSCCO if the Council has already consulted its community in relation to the
proposal; and is satisfied that its community has a good understanding of the
implications of the proposal; and is satisfied that it understands its community’s
views on the proposal.

The report is cognisant of the proposed requirements set out in the Local
Government (Water Services) Bill. Council is also mindful that there is likely to be
amendments to the Bill as it proceeds through the House, e.g. splitting the Bill into
two Bills and consequent Acts. This means that there may (or may not) be other
matters that Council may need to consider as part of their decision-making
process. Council is actively participating in the development of the Bill (a
submission was made on Friday 21 February 2025) and will maintain a watching
brief as it proceeds through the House.

At this point in the decision-making process, it is not considered appropriate to
determine that changes are required to other Council policies and bylaws. When
Council decides on the water services model that they wish to include in a Water
Services Delivery Plan, an assessment will be undertaken to determine any changes
required to Council policies and bylaws.

The costs associated with consultation will be met within existing operational
budgets.

Funding has been included in the draft Annual Plan to allow for the pre-
establishment and implementation costs of the Council’s preferred water services
delivery model. Council will make any necessary updates to the Annual Plan prior
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to its adoption in June 2025. Costs associated with implementation will be
transferred to the new entity once established.

WBOPDC - Water services viability and sustainability assessment

WBOPDC - Water services alternative scenarios Final Jan 2025

Workshop slides - 29 January 2025

Council - workshop notes - 29 January 2025

Workshop slides - 24 February 2025

Council - workshop notes - 24 February 2025

Modelling for a joint Council Water Services Council-Controlled Organisation
(MartinJenkins) (Confidential — will be provided separately)

8. Modelling of a Bay of Plenty Water Services Council-Controlled Organisation
(Department of Internal Affairs)

NoapwN =
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Disclaimer

This report has been prepared solely for the
purposes stated in it. It should not be relied on for
any other purpose.

No part of this report should be reproduced,
distributed, or communicated to any third party,
unless we explicitly consent to this in advance.
We do not accept any liability if this report is used
for some other purpose for which it was not
intended, nor any liability to any third party in
respect of this report.

Information provided by the client or others for
this assignment has not been independently
verified or audited.

ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY

Any financial projections included in this
document (including budgets or forecasts) are
prospective financial information. Those
projections are based on information provided by
the client and on assumptions about future events
and management action that are outside our
control and that may or may not occur.

We have made reasonable efforts to ensure that
the information contained in this report was up to
date as at the time the report was published. That
information may become out of date quickly,
including as a result of events that are outside our
control.

MartinJenkins, and its directors, officers,
employees, agents, consultants, and advisers, will
not have any liability arising from or otherwise in
connection with this report (or any omissions from
it), whether in contract, tort (including for
negligence, breach of statutory duty, or
otherwise), or any other form of legal liability
(except for any liability that by law may not be
excluded). The client irrevocably waives all claims
against them in connection with any such liability.

This Disclaimer supplements and does not replace
the Terms and Conditions of our engagement
contained in the Engagement Letter for this
assignment.

MARTINJENKINS (commercial in confidence)
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Preface

This report has been
prepared for Western Bay

1 of Plenty District Council
by Sarah Baddeley, Nick
2 Davis, Sam Ponniah, Nicky

Hunn and Aaron Gabbie
3 from MartinJenkins (Martin,
Jenkins & Associates Ltd).

< Carlaw, Allana Coulon, Nick Davis, Michael Mills, and
Richard Tait.
3
> ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY

For over 30 years MartinJenkins has been a trusted
adviser to clients in the government, private, and non-
profit sectors in Aotearoa New Zealand and
internationally. Our services include organisational
performance, employment relations, financial and
economic analysis, economic development, research and
evaluation, data analytics, engagement, and public
policy and regulatory systems.

We are recognised as experts in the business of
government. We have worked for a wide range of public-
sector organisations from both central and local
government, and we also advise business and non-profit
clients on engaging with government.

Kei te awhina matau ki te whakapai ake i a Aotearoa.

We are a values-based organisation, driven by a clear
purpose of helping make Aotearoa New Zealand a better
place. Our firm is made up of people who are highly
motivated to serve the New Zealand public, and to work
on projects that make a difference.

Established in 1993, we are a privately owned New
Zealand limited liability company, with offices in
Wellington and Auckland. Our firm is governed by a
Board made up of Partners and Independent Directors.
Our Independent Directors are Sophia Gunn and Chair
David Prentice. Our Partners are Sarah Baddeley, Nick

MARTINJENKINS (commercial in confidence)s
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Introduction

Western Bay of Plenty District
Council engaged MartinJenkins to
undertake a high-level assessment
of the viability and sustainability of
continuing to deliver water services
on a standalone basis.

Anticipating future requirements for local
authorities to prepare Water Services Delivery
Plans, the Western Bay of Plenty District Council
(WBOPDC) wishes to understand whether it will
be viable and sustainable for it to continue to
deliver water services by itself into the future.

This assessment will inform Council's decision on
whether to prepare its own Water Services
Delivery Plan (and continue to delivery services on
a standalone basis) or, alternatively, whether to
work with neighbouring councils to explore joint
service delivery arrangements.

Local Water Done Well will increase
expectations on councils to demonstrate
their delivery of water services is
sustainable

The Government's Local Water Done Well policy
means councils across New Zealand will need to

financially sustainable over the medium- to longer-
term.

Councils will also need to consider whether
existing service delivery arrangements will
continue to meet community expectations
regarding levels of service and affordability.

Future legislation is expected to require that
councils demonstrate their water services can
stand on their own two feet. This means that:

« Rates and water charges are ring-fenced and
only used to pay the costs of water services

» Rates and water charges generate sufficient
revenue to fully-fund operating, depreciation
and financing costs over the medium-term

* Investment to maintain and renew assets, meet
regulatory requirements, and provide for
growth can be funded and financed on a
sustainable basis.

WBOPDC faces cost pressures and future
investment requirements that need to be
considered when assessing the
sustainability of current service delivery
arrangements

Like many councils around Aotearoa New Zealand,
WBOPDC faces challenges including significant
infrastructure bills to upgrade assets to meet
regulatory requirements, the need to improve
infrastructure resilience in the face of climate
change and higher frequency extreme rainfall
events, and the need to provide for future

Reflecting this, infrastructure resilience is a key
focus of WBOPDC's draft Long-Term Plan and is an
important consideration when considering the
sustainability of existing arrangements for water
services delivery.

Assessing the viability and sustainability
of current service delivery arrangements
requires a holistic approach

We have undertaken a holistic, high-level
assessment of the viability and sustainability of
current service delivery arrangements, taking
account of network performance, levels of service,
asset condition, regulatory compliance (including
future resource consent requirements), investment
needs, financial projections, and affordability of
water rates and charges.

We have also developed an intervention logic
with objectives that are bespoke and informed by
WBOPDC's unique requirements.

We have undertaken this assessment against the
backdrop of inflationary pressures, population
changes, impacts of climate change, and the
Council's financial position and borrowing
capacity. Councils also need to anticipate likely
future requirements from economic regulation,
including the additional compliance costs this is
expected to bring.

This report presents the findings from our
assessment and makes some suggestions
regarding matters to further consider as part of
preparing a Water Services Delivery Plan

assess whether their water services delivery growth. for WBOPDC.
arrangements are, and will continue to be,
ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY | MARTINJENKINS (commercial in confidence)
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Methodology and limitations

We have prepared this analysis on the basis of the
WBOPDC's Long-Term Plan estimates provided as at
29 August 2024. Our analysis takes the Council's
forecasts and presents these under likely new
financial reporting requirements under Local Water
Done Well, to provide an overview of the possible
way in which the Council's financial sustainability
would be assessed.

Our model uses the inflation-included projections in
the Financial Impact Statements for each of the
three waters. We were also provided separate
projections for the breakdown of operating
expenditure (including depreciation) and the
expected internal debt track (including current
account)..

The model assumes total water net debt at end
2023 is the level that was agreed with DIA. It also
assumes a zero cash balance at the start of
2024/25. It forecasts the cash outturn for each year
using the FIS data, and this balance accrues to
“cash reserves” which is taken into account when
looking at net debt. Essentially this assumes no
additional cash injections to the 3 waters accounts
other than those set out in the FIS. As a result of
negative cash outturns these ‘reserves’ are negative
for several years (as shown by the red bars in the
graph to the right).

We did not change Council-provided estimates
given the purpose of this analysis is to effectively
play this back to Council to inform decisions. As a
result, we have not undertaken quality assurance on
Council's estimates, but have done so on our model.

Comparison of gross
debt tracks ($000)

400,000
350,000
300,000
250,000
200,000
150,000
100,000

50,000
(50,000)

(100,000)

B Projected total debt (incl current a/c)
Original total debt track with FIS debt changes
M Reserves track from FIS

FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34

We note that from the two sets of estimates
provided, after tracking closely for é years, the
Council's estimates of projected total debt and the
debt track implied by the “change in debt” capital
funding line in the Funding Impact Statement begin
to diverge in direction. By the end of the ten-year
period the two debt levels are significantly different
(as shown by the green bars in the chart above).

We were unable to resolve this discrepancy. We
have used the projected total debt figures by
agreement with Council staff, which results in higher
gross debt at the end of the period. Given the
significant reserves position by that stage this does
not significantly affect our conclusions; however the
figures should be reconciled before more detailed
options analysis is undertaken.

ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY | MARTINJENKINS (commercial in confidence)

ltem 9.2 - Attachment 1

Page 34



Council Meeting Agenda 3 March 2025

+

What this report covers

Overview of water services

1
2 Assessment framework
3
4 Ten-year outlook
5 .
Longer term perspective
Service delivery models
<
6
> ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY MARTINJENKINS (commercial inconﬁdence)
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Overview of water
services
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Snapshot of water services

ﬁ Contribution
to local
community

n outcomes:
Services:
3 Assets:
Replacement

asset value:

Challenges:

Water supply

Water supply provided to the community in a
sustainable manner.

17,778

connected properties in 2022/23

WBOPDC owns all the water intakes, bores,
treatment and reticulation assets from source
to the property connection.

WBOPDC is also the owner of the resource
consents that allow the abstraction of water
from the natural environment. Stream
catchments and monitoring of water
abstraction are the responsibility of BOPRC.

$302.4m

+ High growth, particularly in Omokoroa and
Te Puke

* Interconnectedness with Tauranga City
which will also be experiencing high growth

* Non-compliance with water treatment
requirements

* New Council bores over the next 5 years

* Replacement of asbestos cement pipes
over the next 15 years

ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY | MARTINJENKINS (commercial in confidence)

Wastewater

Wastewater services are well planned and
maintained to ensure a clean and healthy
environment.

10,195

wastewater connections in 2022/23

WBOPDC owns the pump stations,

treatment/disposal facilities and reticulation
assets in the networks, and the ownership of
laterals terminate at the property boundary.

WBOPDC is also the owner of the resource
consents that enable the discharge of treated
wastewater to the natural environment.

$262.5m

e Upgrade of Te Puke WWTP and
investigation and implementation of Katikati
WWTP disposal

« Reinstatement and improvement of Waihi
Beach WWTP

* Peaks in renewals activities over the next 30
years based on WWTPs

« Wastewater overflows, particularly linked
to severe weather events

» Future regulatory framework uncertainty

Stormwater

A stormwater management system that
manages flood risk contributes to improving
water quality and contributes to enhancing
ecological and cultural values.

12,781

stormwater connections in 2022/23

WBOPDC owns and operates stormwater
assets that provide stormwater infrastructure
and services to domestic, commercial and
industrial properties.

The Council also financially manages the Waihi
land drainage scheme (operated by the Waihi
Drainage Society)

$166.8m

+ Growth projects in Omokoroa and Te Puke
* Review of levels of service across the
district

* Potential climate change and sea level rise
impacts on network capacity (impacts all
three waters)

* Flooding of property and dwellings in
extreme rainfall events

+ Meeting stormwater resource consent
discharge requirements

ltem 9.2 - Attachment 1
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Overview of

water services

Existing
asset values:

$262.5m

Wastewater assets

7 Wastewater networks
and 5 treatment plants

S~ 5 drinking water networks
and 8 treatment plants

090 $166-8m

7000 Stormwater assets

4 Major stormwater areas
and 10 Pump stations

- WBOPDC owns, operates and
maintains 8 water treatment plants,
18 bores, 23 reservoirs, 28 booster
pump stations, and 915km of pipes.

* The Council owns all the water
intakes, treatment and reticulation
assets from source to property
connection.

* WBOPDC also owns the resource
consents that allow the abstraction
of water.

* WBOPDC owns, operates and
maintains 5 wastewater treatment
plants, 63 pump stations, 712
grinder pumps and 307.8km of
pipes.

* WBOPDC owns the pump stations,
treatment/disposal facilities and
reticulation assets, including laterals
up to property boundary.

* Council also owns resource
consents that enable discharge of
treated wastewater to the natural
environment.

Water
n supply
2
3
L
Waste
-water
S
< Storm
-water
9
>

WBOPDC owns and operates 10 pump
stations and 231km of stormwater
pipes.

ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY

Map 1: Breakdown of planned capital investment over the next 10 years
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Current service delivery model

Inhouse resources

Water services operations are primarily managed
by the Water Services team located within the
council's Infrastructure Group.

A Water Services Director leads a small team. The
team'’s responsibilities include:

» Day-to-day management of the 10-year
maintenance (O&M) contract with Downer,
shared with Tauranga City Council (TCC)

* Undertaking investigations and supporting
capital and operational planning

* Field services, including dealing with customer
requests for service and responding to issues

» Managing relationships with regulators
(Taumata Arowai, Bay of Plenty Regional
Council)

* Project management and delivery of capital
budgets

The team works closely with asset planning and
finance staff in the Corporate Services Group,
which is responsible for compliance monitoring
and reporting, budget and asset management
planning.

The Council also owns a land drainage system in
Waihi estuary, which is operated by the Waihi
Land Drainage Society, a collective of local
farmers, to protect pastoral land against flooding
as well as the Gibraltar Water Scheme.

ASSESSMENT OF VIABILITY

Activity Planning & Management
7=\
(=) Water supply Inhouse
@ Wastewater Inhouse
% ) Stormwater Inhouse

Outsourced delivery

WBOPDC, together with TCC contracts operation
and maintenance services to Downer. This
includes operations and maintenance of the Three
Waters networks and maintenance of the
treatment facilities across both council areas.

The current Downer contract commenced in June
2021 for an initial 5-year term with a right of
renewal for a further 5 years.

Progress over the last three years

» Growtbh is a significant driver of costs

* Long term operations and maintenance contract
is in place

* Mature partnership with TCC that includes joint
water supply planning, shared arrangements for
wastewater treatment (Omokoroa) and shared
development of standards (hygiene code of
practice and development code)

AND SUSTAINABILITY OF WATER SERVICES DELIVERY

Operations & Maintenance

Capital Delivery

Outsourced Qutsourced
Outsourced Qutsourced
Outsourced Outsourced

Shifting from surface supplies to ground bores

Reticulated wastewater and stormwater assets
are relatively young

Challenges

Ensuring compliance with changing regulatory
requirements

Improving asset condition information to
prevent asset failure

Ensuring sufficient operational budget beyond
10 years

Complexity in planning due to unpredictable
natural events and hazards, availability of
funding for climate resilience

Resource constraints; staff and contractor
resourcing including skilled project managers

Funding and investment affordability risks
Affordability and charging

Changes in government policy.

| MARTINJENKINS (commercial in confidence)
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Asset condition

' . Water is sourced from nine secure bore fields across the district. The change
Water supply _ _ 058 ¥ 9 o Percentage of water
from surface supplies, which are prone to contamination, to secure . .
groundwater supplies has enabled the council to increase production (o] supply pipes in poor
n capacities to meet growing demand. It has also improved the quality and or very poor
;leha:mty of supply, particularly during adverse conditions such as drought or condition
oods

Many of WBOPDC bores have reached a point where significant maintenance is
needed to ensure they are reliable. Work has started to refurbish these 15-20-
year old bores, and will continue for the next 5 years across the District.
3 2 7 Average age of

About 25% of the Council water network has asbestos cement pipes that have .
water supply pipes

reached or are approaching the end of their life. Roughly 11% of these pipes
LI- have been replaced in the last decade and the balance will be replaced over y rs
the next 15 years.

5 Wastewater Wastewater assets are considered relatively young however recent issues with
the Katikati outfall where sections of the pipe are failing much earlier than the

design life indicate the need to ensure WBOPDC continues to monitor asset
1 5 O/ Percentage of above

ground water supply
assets in poor or

condition data.

There is no identified need to increase the number of wastewater treatment
plants in the District, however the Council will be continually upgrading the o
capacity of the existing plants to cope with future growth and increased very poor condition
requirements of the quality of discharge to be met under the National Policy

Statement (NPS).

Note: Up-to-date information on asset condition is not

< Stormwater Following a number of extreme weather events in early 2023, WBOPDC is available for wastewater and stormwater however
beginning to review district wide levels of service and the need for further Council staff have advised that condition assessments are
investment. planned for these assets over the next 10 years to address

1 this knowledge gap.

> ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY MARTINJENKINS (commercial in confidence)
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Asset maintenance
and renewals

Council has a renewal and upgrade programme to
replace assets before they fail or do not have
sufficient capacity to service demand. When
considering the renewals programme, Council
looks at both the condition and performance of
the asset, taking into account the level of service
being delivered and whether the asset is still fit for
purpose. The aim is to get the best possible use of
an asset from when it is constructed to the point
when it is no longer usable. This includes the
servicing and maintenance of assets to extend the
asset life and gain additional service benefits.
Reviewing the more technical aspects of this
programme is out of scope of this review.

Renewals continue across the next 30 years with
peaks in the water and wastewater activities to
reflect water bore and reticulation renewals, the
Te Puke wastewater treatment plant replacement
and management of the Katikati wastewater
outfall pipe.

Renewals and depreciation

Councils in NZ have used the term "funding of
depreciation” as a reference to the way that many
Council's set rates inclusive of the cost of
depreciation (or a percentage of the total
depreciation cost). Funds collected in this way are
normally transferred into what are commonly
referred to as depreciation reserves. Asset

ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY

Renewals and 35,000
Depreciation ($000) 30,000
Planned renewals 25,000

= Actual renewals 20,000
Depreciation 15,000
10,000

5,000

Fy19 N

Fy2o W

Fy21 R

Fy22 B

replacements or renewals are then funded from
these "cash reserves".

WBOPDC adopts a hybrid approach to funding
depreciation and asset replacement directly from
rates to more closely match rates collected to
project funding year on year. This approach has
enabled Council to match rate funding to
operating expenses inclusive of depreciation and
is consistent with the balanced budget benchmark
in the Local Government Financing Act.

Notably WBOPDC currently applies the balanced
budget test at a whole of council level, rather than
for each activity group. As a result, Council does
not fully fund depreciation on water activities and
offsets this through surpluses in other activities.
Under future requirements, in particular the ring-
fencing and financial sustainability requirements
anticipated in the new regulatory regime, the
balanced

Fy23 I

Fyos

FY25
FY26
FY27
FY28
FY29
FY30
FY31
FY32
S8
FY34

budget test would not be applied at a whole-of-
council level but on water activity.

This means that WBOPDC would not be able to
run an operating deficit on water and offset this
through surpluses on other activities (or vice
versa). In the current LTP, water activity groups
are not operating in balance for at least the first 6
years of the period. Under future legislation, this
would require increases in water targeted rates to
ensure these are 'in balance’.

The Council spent $28.7 million on three waters
renewals over the last six years compared with
depreciation expense of $64.7 million (renewals %
of 44%). Over the next ten years, the council is
planning to spend $160.0 million on renewals, or
around 90% of the projected depreciation
expense.

MARTINJENKINS (commercial in confidence)

ltem 9.2 - Attachment 1

Page 41



Council Meeting Agenda 3 March 2025

+

D ri n ki n g wa te r ﬂap 2: Water supply compliance status (March 2024)
standards compliance N

12§ ,,/’1' @ Bacteria

\Athenree A Protozoa

Athenree

* WBOPDC has have moved to adopt new water
n regulations following updates to the Drinking Water §

Standards. To comply involves adjusting testing Katikati = [BEEse Omokoroa

protocols, enhancing the Water Safety plan, and )

2 infrastructure upgrades. / KATIKATI/ ¢ @ Bacteria @ Bacteria
\ WAIHT < :
+ Substantial progress has been made to identify new \  WARD N A Protozoa i A Protozoa
groundwater sources within the Eastern (Te Puke, Maketu, "_\
3 Paengaroa and Pukehina areas) and Central (Omokoroa, Omokoroa(e b Rat ’ Te Puke
Te Puna and Minden areas) supply zones, which are \

T @ Bacteria

experiencing expansion. >
(

. . o N4 (. MO - Protozoa
L + These production bores are anticipated to be working in \/ ) TAL /’,‘JS/E{?A‘;‘—" R A
2024/2025, and will enhance the water supply capacity \ / s | ‘
for these regions. e o G ~ > M) Maketu
. Water.Safety Plans have F)ee_n submitted to Taumata / / _ ?\;x\Pukehina
Arowai, for each of the District's 5 water supply systems. / [ ) ° " Beach
. . . . . KAIMAI WARD | oyt i
These plans guide operational activities, risks, and inform j g ' \
future improvements. ,‘?’
N / :
* While current water supplies are not compliant with the 7 S MAKETU/TE PUKE !
newly introduced protozoa requirements, capital P _— WARD
investment is planned to bring these supplies in line with { = - :
\ / Vo R )
the updated rules by 2027. W o . :
. A - J
. 4 Pongakawa -------- iy \
. \\\\"" H \ E— —‘/
< Key: Current assets 0 Bacteria

@& cCompliant assets
& Protozoa

A\ Non-compliant assets
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Environmental i L
compliance expiry

20

ﬁ B Stormwater
* WBOPDC currently has 54 consents across the district m Water supply 15
for three waters, with 10 expired consents. B Wastewater
n * Nine expired water take consents relate to right to dam 10
water for the Eastern supply zone and Waihi Beach, .
2 water supply reservoirs for the Western supply zone, =
and boring at Maketu and Te Puke. S 9
7
* One expired stormwater consent relates to
3 comprehensive stormwater management for 0
Omokoroa for which a new application was lodged in Expired FY25-34 FY35-44 FY45-54 FY55-64

November 2022.

ll- * There is a bow wave of expiring consents over the next
ten years, with 20 consents expiring including 19

relating to water supplies, and 1 for wastewater. . . i
5 Compliance with  100%

» Expiring water consents include water takes for WWTP resource
comrr]unity and rural supplies in the Eastern, Western consents 205
and Omokoroa supply zones as well as ability to °
discharge contaminated water.

* Wastewater consents are relatively new with the vast W Katikati 60%
majority set to expire in 20 years' time. B Maketu/Little Waihi

* Stormwater consents have recently been replaced by H Te Puke 40%
four comprehensive stormwater consents. ® Waihi Beach

* The asset management plans include nominal amounts W Ongare Point 20%
for reconsenting requirements over the next 30 years,

< however there is uncertainty over the quantum of I
0

funding required given future regulatory requirements
. . 2017 2018 2019 2020 2021 2022 2023
are likely to change/increase.

R

14

> ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY MARTINJENKINS (commercial in confidence)

Iltem 9.2 - Attachment 1 Page 43



Council Meeting Agenda

3 March 2025

4

Service levels—resident satisfaction

Water supply

Resident satisfaction with the quality of council

water supply has remained steady between
the 70 and 80% mark. Key reasons for
dissatisfaction in 2023 were silica, build-up
stains and hard water.

70% 72% 72%
68%
FY18 FY19 FY20 FY21 FY22 FY23
Wastewater 95%
Wastewater: &
Resident satisfaction performed above the Resident
90% target for most of the last 6 years but satisfaction 90%
dipped in the most recent financial year to
O
86%. 85%
86% FY18)
80%
FY18 FY19 FY20 FY21 FY22 FY23
Stormwater
Stormwater: 80%
. . , 030 N
There has been a decrease in residents o Resident 76%
i i . . 75%
satisfaction compared to the FY22 result of seiislaeiion 5%
69% satisfaction with stormwater oo
(]
management. This is likely due to higher-than-
average rainfall volumes experienced in that 65% 65%
year. target
60% 63%
FY18 FY19 FY20 FY21 FY22 FY23
ASSESSMENT OF VIABILITY AND SUSTAINABILITY OF WATER SERVICES DELIVERY | MARTINJENKINS (commercial in confidence)

Water supply:
Resident
satisfaction
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* Water supply: m— Actual 600 <480 <480 <480 <480

Service Ievels Resolution —o—Target o

response time 400 N\ <300 <300
—customer ?ﬁfiiif“get
~ resolutions ) . . N

FY18 FY19 FY20 FY21 FY22 FY23
n Response times
Response times are measured by the time it Water supply: mm Actual 3,000
takes for WBOPDC to respond, attend and Resolution ==O==Target
2 resolve service issues. All figures in the charts response time 2,000
are expressed in minutes. against target
(non-urgent) 1,000
3 Water supply: Response times are measured
for both urgent and non-urgent callouts. There 0
is no discernible trend for urgent callout FY18 FY19 FY20 FY21 FY22 FY23
4 resolution times but it has performed within
target over the last 6 years. Non-urgent
. . . Wastewater: . Actual 1,500
response times increased in FY21 but appear to R luti S <1,440
; . A ion e=O==Tar
have remained stable since at just above the 28 esolutio . 2
5 response time 1,000
hour target. .
Eepnes et 480 <480 <480
. 500 <300 <300
Wastewater: Response times for wastewater
overflows have been improving since FY19 with . -
, , 1N __ =
the most recent result of 3hr 12min well below
FY18 FY19 FY20 FY21 FY22 FY23
the target 5 hour mark.
S'tormwater: Stormwater attendance' response Stormwater: — Actual 200
times over the last two years were slightly Attendance 0= Target
outside of target. The ability response time 150
to respond within the targeted response times against target 100
for FY23 was impacted by the nature and
severity of weather events during the year. 036 50
16 0
FY18 FY19 FY20 FY21 FY22 FY23
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Network Watersupply: 25% = === == - e e e e e e e e —— = - <25%

target
Losses et
performance and 0% N S

15%
usage—water supply
ﬁ 10%
Percentage of real .
water loss from the S%
Water supply performance networked 0%
reticulation system
Performance of the water supply network is measured FY18 FY19 FY20 FY21 Fy22 FY23
2 by water losses, consumption and complaints.
There is no discernible trend for water losses over the
last 6 years. Apart from a dip in FY22 losses appear to Water supply: 250
3 have remained relatively consistent between just below Consumption 200 _ Target
20% and 22%. varied
150 over the
Water usage period
LI' 100 <200 litres
Water consumptions has been relatively stable around e for FY23
the 200-litre mark over the last 6 years. consumption 50
S Complaints 0
FY18 FY19 FY20 FY21 FY22 FY23
Complaints have been below target in most years, and
for most years below 10 per 1,000 connected
population. FY22 complaints related to
clarity/taste/odour related complaints and pressure Water supply:
related complaints. Complaints
<30 per

1,000 target

Customer complaint (=40 in FY18)

rate versus target
<
FY18 FY19 FY20 FY21 FY22 FY23
17
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RESOLUTION TO EXCLUDE THE PUBLIC

That the public be excluded from the following parts of the proceedings of this meeting.

The general subject matter of each matter to be considered while the public is
excluded, the reason for passing this resolution in relation to each matter, and the
specific grounds under section 48 of the Local Government Official Information and
Meetings Act 1987 for the passing of this resolution are as follows:

General subject of each
matter to be considered

Reason for passing this
resolution in relation to each
matter

Ground(s) under section 48
for the passing of this
resolution

11.1 - Modelling for a joint
Council Water Services
Council-Controlled
Organisation
(MartinJenkins)
(confidential - provided
separately)

s7(2)(b)(ii) - the withholding
of the information is
necessary to protect
information where the
making available of the
information would be likely
unreasonably to prejudice
the commercial position of
the person who supplied or
who is the subject of the
information

s7(2)(h) - the withholding of
the information is necessary
to enable Council to carry
out, without prejudice or
disadvantage, commercial
activities

s48(1)(a)(i) - the public
conduct of the relevant part
of the proceedings of the
meeting would be likely to
result in the disclosure of
information for which good
reason for withholding would
exist under section 6 or
section 7
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