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1

2

AGENDA

OPENING, WELCOME

APOLOGIES AND LEAVE OF ABSENCE

Recommendation
That apologies be accepted.

3 PUBLIC FORUM
4 DECLARATIONS OF INTEREST
5 LATE ITEMS
6 CONFIRMATION OF MINUTES
Nil.
The in-committee minutes of the Full Council meeting held on Thursday, 7 September 2017
will be considered in the Confidential Section of this meeting.
7 PRESENTATIONS
7.1 Community Water Solutions Advisory Group
10 minutes maximum allowed to include questions of clarification where permitted by the Chairperson.
7.2 Golden Bay Grand Stand CommunityTrust (Inc)
20 minutes maximum allowed to include questions of clarification where permitted by the Chairperson.
8 REPORTS

N.B. The Mayor intends to consider item 9.2 ‘Waimea Community Dam - Joint
Venture Funding Proposal update’ in a confidential session ahead of item 8.1.

The public will be asked to leave during that session and invited to return to the
meeting for the following items to be considered:

8.1 Adoption of Consultation Document Containing the Proposal on Waimea
Community Dam Governance and Funding Options .........ccccoooevviiiiiiiiiiieeeeeeceeenn, 5
8.2 Rates Remission Application - Land Subject To Council Initiated Zone Changes121
8.3 Grant of Easement To Network Tasman Limited at River View Campground .. 129
8.4 Waimea Community Dam Project REPOIt............uuuuuuuiiiiimiiiiiiiiiiiiiiiiiiiiiiiiiiinnnns 143
8.5 Chief Executive's ACHIVItY REPOI.......uuiiii e 147
8.6 Mayor's Activity Report to FUll COUNCIl.............uuvuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiees 209
8.7 Machinery Resolutions RePOI ...........uiiiii i 215
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9 CONFIDENTIAL SESSION

9.1 Procedural motion to exclude the publiC ..............ooiiiiiii i, 219
*9.2 Waimea Community Dam - Joint Venture Funding Proposal Update.............. 219
9.3 Roading - Option for Land PUIrChase..........cccccoviiiviiiiiiiii e 219
9.4 Proposed TRMP Change 60 Variation L...........cccccvviiiiiiiiiiiiiiiiiiiieeeeeeeeeeee 220
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8 REPORTS

8.1 ADOPTION OF CONSULTATION DOCUMENT CONTAINING THE PROPOSAL ON
WAIMEA COMMUNITY DAM GOVERNANCE AND FUNDING OPTIONS

Decision Required
Report To: Full Council
Meeting Date: 19 October 2017
Report Author: Sharon Flood, Strategic Policy Manager

Report Number:  RCN17-10-02

1 Summary

1.1 This report requests that Council adopts the Consultation Document (which is a Statement of
Proposal) and Summary for consultation on the Funding and Governance arrangements for
the proposed Waimea Community Dam project (Dam); and the Local Government Act
Section 101(3) Analysis as supporting information.

1.2 The Consultation Document provides the opportunity for the public to comment on how we
propose to fund Council’s share of the costs ($26.8m) for the proposed Dam project. It also
seeks public views to assist Council make decisions on the ownership and governance
model for the Dam project. Consultation on funding is being undertaken now so that
decisions can be taken into account in the development of the Long Term Plan 2018-2028.
The report summarises the previous matters considered by Council. The Consultation
Document reflects the outcomes of these meetings.

1.3 Under the joint funding proposal for the Dam project:

1.3.1 A dam company would be formed as a Council Control Organisation and owned by
Waimea Irrigators Limited (WIL) and Council. As majority shareholder, Council would
hold at least 51% of the shares in the company at all times, and appoint the majority of
the Board.

1.3.2 The total estimated cost of the Dam project (excluding incurred project costs) is $75.9
million (m). Under the Dam funding proposal this would be funded on the following
basis:

J $50.22m by extractive users, where a secure water supply is guaranteed.

- lIrrigators through (WIL) $37.12m
- Nelson City Council’'s (NCC) $3.52m
- Council $9.58m

o $22.77m by Council for the benefits that would accrue to the environment and
community generally. This would be funded through:

- $7m grant from the Government’s Freshwater Improvement Fund (FIF
Grant)
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1.4

15

1.6

1.7

- $10m interest free loan from Crown Irrigation Investments Limited (CIIL)
(that Council would need to repay),

- $1.48m from Nelson City Council
- $4.29m by Council
o $2.91m by Council for its share of the additional Dam capacity for future use

1.3.3 The funding proposal has been prepared on the basis of a $5m contribution from
Nelson City Council (NCC). However, this contribution is still subject to public
consultation and confirmation by NCC.

1.3.4 Council would provide credit support of up to $29m for the CIIL $25m loan to the dam
company for WIL. The reason for the difference is that from day one, once the loan
costs and interest are capitalised, the actual potential maximum liability of the loan
would be $29m. In combination with this credit support, Council would receive a $10m
interest free loan from CIIL, and the ability to leverage $15m or more of private sector
investment from irrigators through WIL.

The proposal sees Council responsible for funding $26.8m in total, which would have a rates
and/or revenue implication (as Council proposes to use its commercial dividends and
surpluses to pay some of the costs). Of this amount, $25m is budgeted for in the Long Term
Plan (LTP) 2015 — 2025. Further to this, annual operating expenses are currently estimated
at $1.4m to $1.5m, of which Council would meet 51% ($715,000) which is proportional to its
proposed shareholding in the dam company.

Council proposes to spread the cost of the Dam project across the direct and indirect
beneficiaries who would benefit from the augmented water supply. Proposed total rate
increases for most ratepayers to fund the Dam project revenue requirement are estimated to
range from between $29 to $160 per property per year, depending on property location,
property value, and if they are in the Urban Water Club. These rate increases are estimates
only as they are based on 2017/2018 figures and would be stepped in over time, potentially
reaching maximum totals in year three after the dam was built (2021/2022). For example a
ratepayer subject to the $29 per year charge may pay $15 in year one, $20 in year two, and
S0 on.

Overall, the proposed Dam project would deliver water for the Region at a lower cost than
any other alternative. It would bring benefits to the environment in terms of increased river
flows and recharged aquifers, and it would provide water security for current and future
demands. An alternative water supply is needed for the Waimea area, and doing nothing
would have high economic, social and environmental cost and affects everyone. By funding
the Dam in partnership, it lowers the cost of securing water and delivers benefits that are
otherwise unaffordable for our community.

The public consultation process would run from 21 October to 26 November 2017, hearing of
submissions would be held in mid-December 2017, and Council is likely to make a decision
on the proposals in February 2018.
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2

Draft Resolution

That the Full Council

1.

receives the Adoption of Consultation Document Containing the Proposal on Waimea
Community Dam Governance and Funding Options report RCN17-10-02; and

adopts the Tasman District Council’s Consultation Document (Statement of Proposal)
contained in Attachment 1 of this report for the proposed Waimea Community Dam
Funding and Governance, incorporating any minor amendments agreed at the
meeting; and

approves the Consultation Document as the basis for public consultation in
accordance with Section 87 of the Local Government Act 2002; and

adopts the Summary for the proposed Waimea Community Dam funding and
governance arrangements contained in Attachment 2 to this report, incorporating any
minor amendments agreed at the meeting, for release as the basis of a public
consultation process; and

adopts the Local Government Act 2002 Section 101(3) Analysis as supporting
information for the Consultation Document (Statement of Proposal) contained in
Attachment 3 to this report; and

notes that the Summary will be distributed within the Tasman District as a special
edition of Newsline; and

agrees that the Consultation Document, Summary and Section 101(3) Analysis
supporting information for the Waimea Community Dam Funding and Governance will
be publicly notified on or before 21 October 2017 and that submissions will close on
26 November 2017; and

agrees to the Mayor and the Chief Executive Officer, signing off any further minor
editorial amendments prior to the Consultation Document and Summary being
finalised for public consultation.
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Purpose of the Report

3.1

The purpose of this report is to request that the Council adopts the Consultation Document
(Statement of Proposal) and Summary for the proposed Waimea Community Dam Funding
and Governance arrangements. It also seeks that Council adopts the Local Government Act
Section 101(3) Analysis as supporting information, and approves all three documents to be
released for public consultation purposes.

Background, the Proposal and Discussion

4.1

4.2

4.3

4.4

4.5

4.6

Council undertook public consultation on a proposal to build a dam in the Lee Valley in 2014,
and again through the Long Term Plan (LTP) 2015-2025. In a roughly parallel process,
Council also amended its Tasman Resource Management Plan (TRMP) in recognition of the
need to reduce the current over allocation of the water resource on the Waimea Plains. A
result of the 2014 and LTP consultation, was a decision that the Waimea Community Dam
(Dam) was a preferred solution to the over allocation and augmentation supply problem. A
total of $25 million was allocated in the LTP towards funding the Dam.

Over recent months, Council has considered the rationale for proposing to build the Dam
through several reports. In summary, the current proposal is for a Dam to be built in the Lee
Valley to augment the water in the Waimea River and in the aquifers under the Waimea
Plains. The aim is to improve security of supply for consumptive users (residential, industrial
and irrigation), to provide for the growth in the demand for water in the future and to provide
environmental and recreational benefits through increased river flows. We expect significant
economic, social, cultural and environment benefits from this project.

We have investigated a range of alternative water augmentation options, and in comparison
to the Dam they are not cost efficient and do not deliver the range of benefits as the Dam
(i.e. environmental, urban water supply, and irrigation). These alternatives have therefore
been discounted.

The Consultation Document seeks public input on the governance model of the proposed
Dam as well as how we fund the Dam project costs across our ratepayers. We are seeking
input now so that the decisions on funding can be taken into account when the Long Term
Plan 2018-2028 is prepared.

A decision by Council to fund the proposed Dam requires Council to consider its powers and
meet its obligations under the Local Government Act (LGA) 2002 and the Local Government
Rating Act (LGRA) 2002. These are complex and important decisions. Council needs to
have particular regard to the provisions of S101(3) of the LGA 2002 as it decides on the
appropriate sources and apportionment of funds for the Dam.
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4.7

4.8

The other work streams, which are ongoing in parallel for this project include:
- land access and acquisition

- final design, procurement and tender process for construction of the Dam

- overall project management

- Nelson City Council public consultation on their $5m contribution

- Waimea Irrigators Limited — release of the Product Disclosure Statement as part of their
capital raising process

Funding for work on the project to date has come from a range of stakeholders including
ratepayers and water users through the Council, as well as from the Crown.

Over recent years, Council has discussed a range of options for funding, owning and
managing the proposed Dam. The Statement of Proposal (Consultation Document) is based
on the Council Decisions at the 7 September 2017 Council meeting.

Funding Proposal

51

5.2

5.3

5.4

5.5

After several years of investigation and negotiations, Council now has a proposed funding
model in partnership with irrigators (Waimea Irrigators Limited (WIL)) and Central
Government (via Crown Irrigation Investment Limited (CIIL) and Ministry for the Environment
(MFE)).

For the Waimea Community Dam (Dam) project to proceed it is likely that Council would
need to agree to the overall funding package and Council’s contribution of $26.8m. WIL
have made it clear through the funding negotiations that they are at their potential
shareholder affordability limit with this funding model. The motivation for Council to agree to
this overall funding model is that the alternative water augmentation solutions to provide
water security for the Waimea area would be significantly more expensive and have a much
larger impact on our ratepayers. Overall the proposed funding model with our partners is
one that delivers the best value for our community and the best arrangement that can be
achieved for funding the Dam project.

Under the proposed funding model, the total estimated cost of the Dam is $75.9m. The
funding partners propose to fund costs related to providing a secure water supply for
extractive use ($50.2m) as follows:

o $37.12m by irrigators through WIL. Their share would be funded from $15m of irrigator
equity, and a low interest loan from CIIL of $22.12m;

o $9.58m by Council which we proposed to fund through the Urban Water Club; and
$3.52m by NCC funding from their $5m contribution (subject to consultation).

Additional capacity in the Dam would be shared on a 50/50 basis between WIL and Council.
This results in each partner contributing $2.91m. WIL’s contribution is included as part of
their $37.12m contribution as in paragraph 5.1.1 above. Because the use of our additional
water capacity has not yet been determined, Council is treating this cost as part of the
benefits that relate to the environment and community generally.

The funding partners consider that 30% of the benefits that the Dam achieves are benefits
relating to the general community and environment. The proposal is that $22.77m of the
dam costs are funded by Council for this benefit. We propose to fund this cost via:

o a $7m grant from the Government’s Freshwater Improvement Fund (FIF Grant);
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5.6

5.7

5.8

5.9

5.10

5.11

5.12

o a $10m interest free loan from CIIL (that Council would need to repay);
o $4.29m from Council (via targeted rates); and
. $1.48m from NCC’s $5m contribution (subject to consultation).

Under the current funding model, NCC is contributing $5m towards the Dam project. We
have nominally apportioned these funds between the extractive user contribution and the
wider community and environmental benefits. NCC are yet to consult with their community
and to confirm their funding commitment.

Council proposes to provide credit support of $29m for ClIL’s loan of up to $25m. CIIL is
proposing to provide a loan to WIL through the dam company. The reason why the credit
support is $29m for the loan is because from day one, the potential maximum liability of the
loan would be $29m once the costs and interest are capitalised. Credit support for CIIL is
one of the terms negotiated by the parties. Council’s proposed option is to provide the
guarantee because we are the only party that has the financial strength to do so, and in the
unlikely event of WIL defaulting, we would most likely step in to protect our investment, to
secure the wider community benefits, and to meet our financial obligations under the Public
Works Act. Provision of the guarantee means that project funding comes at a much lower
interest cost compared to commercial interest rates and enables the project to leverage
$15m of private sector investment from irrigators through WIL.

Council would need to provide credit support to CIIL if there was a widespread failure of
payment of water charges from WIL shareholders. This is considered to be unlikely as WIL
propose to have significant remedies available in the event of non-payment by individual
shareholders. These remedies would be in accordance with its Constitution and shareholder
agreement.

As a result of Council providing full credit support, CIIL is providing a $10m interest free loan
to Council over 11 years, which would result in a $500,000 savings for Council in interest
costs. The favourable loan terms from CIIL reflects Council providing credit support. We
propose to repay the $10m loan in two $5m repayments in years 6 & 11 from Council’s
commercial activity revenue and surpluses.

There would be annual management costs associated with the governance, maintenance
and operational oversight of the dam company. Costs have been assessed to be in the
order of $1.4m - $1.5m per year and would be in addition to the capital costs. The funding
partners propose that these costs would be met based on the level of shareholding in the
dam company. WIL would fund 49% of operational costs, while the remaining 51% would be
funded by Council. Our contribution would be in the order of $715,000 per year.

Within the financial modelling we propose that there is a 50/50 cost sharing of the under and
over-runs of up to $3m between WIL and Council. In the unlikely event there are cost over-
runs above $3m, it is proposed that Council meets these additional costs. Cost saving over
$3m would also go to Council.

In addition to the investment in the capital costs for the Dam project, Council has incurred
additional costs since 2014 that are outside the dam company project budget. These project
costs are estimated to be approximately $2m -$2.7m through to financial close. The spent
project costs of $2m have been loan funded over 30 years, and are included in the
calculations used to derive the proposed rates and charges in the Consultation Document.
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Ownership and Management

6.1

6.2

6.3

6.4

Council is proposing to fund its contribution to the project using its powers in the Local
Government Act 2002 and Local Government (Rating) Act 2002. As the land for the Dam is
being acquired under the Public Works Act 1981, the Dam can only be owned by Council or
a Council Controlled Organisation (CCO). To be a CCO Council must appoint 50% or more
of the Board and/or hold 50% or more of the shares.

The proposal is that the Dam is owned and operated by a CCO with Council having the
majority shareholding at 51.1%. This shareholding is proportional to the total capital funding
from Council/NCC combined and WIL at 48.9%. On day one the shareholding in the dam
company would be Council 72.1% and WIL 27.9%. This is based on the initial capital
contributions. Further shares would be allocated to WIL annually up to a total of 49% as it
repays the $25m loan from CIIL. Council would always hold the majority of shares.

Initially there would be seven professional members on the Board of DamCo. The proposal
is that the Board includes one iwi representative, two WIL appointed directors, and four
Council appointed directors.

The proposed model provides us with the best option to meet our legislative requirements,
and it provides us with the majority shareholding and members on the Board. It also ensures
favourable funding terms from CIIL with the $10m interest free loan, the concessional loan to
irrigators of up to $25m, and the $7m grant from Government’s FIF Grant. The Dam project
would be most unlikely to proceed without this additional Government support.

7

Discussion

Section 101(3) LGA Funding matters

7.1

7.2

7.3

The proposed Dam is among one of the larger investments the Tasman community is
proposing to make in its core infrastructure. As a water augmentation project it provides a
range of benefits across the community. This makes the division of Council’s costs more
complex than a pure irrigation or urban water augmentation scheme.

Section 101(3) of the LGA sets out the matters that Council must consider when funding an
activity. Various provisions in the Local Government (Rating) Act 2002 (LGRA) especially
relating to the basis for setting targeted rates are also relevant and need to be considered.
Councillors worked through these matters at their workshops of 5 September and 14
September 2017.

Step 1 of Section 101(3) LGA process requires specific consideration to be given to five
principles. These are outlined and addressed below.

7.3.1 How the activity contributes to the community outcomes- it can be demonstrated that
the Dam project contributes to some degree to five community outcomes in the LTP.

7.3.2 The user/beneficiary pays principle — the distribution of benefit between the
community, parts of the community, and individuals are included in the Dam project
funding and rating decisions. Analysis around this principle is provided in the Section
101(3) report, which forms part of the supporting information for the Consultation
Document (Statement of Proposal).

7.3.3 Intergenerational equity — the period over which the benefits are expected to be
accrued. Like most infrastructure projects, the benefits of the Dam are expected to
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extend over multiple generations. The proposed dam storage allows for future urban
and business growth demands for the next 100 years. To help address the
intergenerational equity question, we propose that our capital costs are predominantly
met through borrowing with loan repayments and charges structured over a 30 year
period.

7.3.4 The extent to which actions or inactions of particular individuals or groups contribute to
the need — referred to as the exacerbator principle. Council and NCC are exacerbators
because of their consented urban and business water supply take. Consented
irrigators on the Waimea Plains are also exacerbators given that existing consents
would exceed water supply under TRMP requirements from 1 November 2018. Due to
over-allocation, reductions in water takes will be required in a no dam situation.

7.3.5 The costs and benefits of funding the particular activity, including those for
transparency and accountability. In the case of the Dam, other principles can be
applied as a basis for funding decisions and who benefits. For example, what directly
benefits part of the region/community also has indirect benefits to the whole Region. In
our case, additional production on the affected land area creates employment and
business opportunities across the Region. Recreational areas can be also enjoyed by
all and attract visitors which in turn supports a regional tourism sector. Because such
indirect benefits are often complex to quantify, it can become easier to default to a
user/direct beneficiary pays based model.

7.3.6 In terms of affordability, the user pays principle is valid. However, from an irrigators’
perspective there is an affordability factor that must be considered for this principle to
work in practice. The annual cost of water, including debt servicing for the CIIL loan of
up to $25m in the dam company, for irrigators under the Dam proposal would be in the
range of $550 — $600 per hectare per year. Permit volume is controlled at a
groundwater bore or take level. For irrigators joining the scheme there would also be
the cost of purchasing shares in the irrigation company (WIL) and these are anticipated
to be around $5,000 $5,500 per hectare/share. It is considered that the costs at these
levels are at the top end of the affordability range for irrigators. These collective costs
potentially affect smaller land blocks and/or less intensive land-use where higher set
charges make a property uneconomical, particularly for current use.

7.3.7 The is also a case to include the principle of “partnership” given that the Dam project is
being jointly funded and managed, albeit through a Council Controlled Organisation.
While the project objectives may be agreed by all parties, there has been on-going
discussion on the degree of private versus public good that would be derived from the
project. The proposed establishment of a joint partnership arrangement between
Council, NCC, the irrigators (WIL) and Crown Irrigation Investment Ltd (CIIL) is
testament to applying this partnership principle.

7.4 Section 101(3)(b) LGA, requires Council to look at the overall impact of any cost allocation
on the community.

Proposed Implications For Our Ratepayers

7.5 To fund Council’s share of the Dam project, we propose to apportion that cost ($26.8m)
between direct and indirect beneficiaries. To fund the revenue requirements for the Dam
project by way of targeted rates:
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7.6

7.7

7.8

7.5.1 every ratepayer in the District would contribute (through the fixed District wide targeted
rate) which is estimated to be $29 per property per year; and

7.5.2 all those in the Zone of Benefit (as defined in the Consultation Document) would pay
an additional charge based on their property CV; and

7.5.3 those in the Urban Water Club would pay a 10% increase on their fixed service charge
and volumetric charges for their water.

For irrigators on the Waimea Plains affiliated to WIL, they would pay the fixed District wide
targeted rate, plus an additional charge based on their property CV, plus the WIL irrigator
costs. If they also happen to be in the Urban Water Club, which includes rural extensions
from those urban water schemes, they would also pay the fixed service charge and
volumetric charge.

The costs we have estimated only represent costs arising from the Dam proposal and do not
include other rates changes that may occur due to other revenue requirements or projects
(eq district wide revaluations). The following table provides an indication of the costs that
ratepayers could expect based on their location, value of their property, and water use if they
are in the Urban Water Club. These rate increases are based on 2017/2018 figures and
would be stepped in over time, potentially reaching these maximum totals in year three after
dam construction (2021/2022). For example a ratepayer subject to the $29/year charge may
pay $15 in year one, $20 in year two, and so on.

The rates and charges also include the Council’s proposed share of the annual operating
costs for the dam company, and $2m of anticipated Council project costs.
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$250,000

$750,000 $76 $29 $42 $147
$600,000 $76 $29 $33 $138
$400,000 $76 $29 $22 $127
n/a $76 $29 n/a $105
n/a n/a $29 n/a $29

* Urban Water Club - based on average volumetric water use of 225 cubic metres per property
per year. A user on a rural extension with a 1m3 restrictor volume would have an urban water
charge increase of $59, as they pay 80% of the volumetric rate multiplied by 365, per 1m3 of
restrictor volume

Summary

7.9

7.10

7.11

7.12

We now have a proposed funding model for the Dam project in partnership with Central
Government, Crown Irrigation Investment Ltd (CIIL), Waimea Irrigators Ltd (WIL) and Nelson
City Council (NCC) that makes the Dam proposition affordable. It is a funding model that
delivers the best value for our community, and the best arrangement that can be achieved
for funding the Dam.

Under the ownership and governance model, Council would retain control of the dam
company as the majority shareholder at 51% and appoint the majority of the Board (four of
the seven).

Under the funding proposal Council is responsible for funding $26.8m, which would have a
rates and/or revenue implication. Of this amount, $25m is budgeted for in the Long Term
Plan (LTP) 2015 — 2025. Further, annual operating expenses are currently estimated at
$1.4m to $1.5m, of which Council would meet 51% ($715,000). Additional project costs for
Council are expected to total between $2m - $2.7m.

In the Consultation Document, we propose to share the Dam project costs across our District
ratepayers based on direct (extractive users) and indirect benefits from the Dam (whole
community). Proposed total rate increases for most ratepayers to fund the Dam projects are
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estimated to be somewhere between $29 to $160 per property per year depending on
property location, property value, and if they are in the Urban Water Club.

Options

8.1

8.2

The options for Council’s consideration are to adopt the Consultation Document (Statement
of Proposal) on the Waimea Community Dam funding and governance, the Summary
document, and the supporting information Section 101(3) LGA Analysis, with or without any
minor amendments. This option is recommended and would enable the Council to meet the
requirements of the Local Government Act 2002. The Council may decide to not produce a
Summary document. However, staff consider that the Summary will assist public
understanding of the proposals contained in the Consultation Document.

The second option is not to adopt the Consultation Document on the Waimea Community
Dam Funding and Governance Arrangements, and the Summary document, and to ask staff
to make amendments to the documents prior to reconsideration by the Council. If Council
decides on this option, staff would also need to amend the consultation timeline and report
back on an amended work programme to Council.

Strategy and Risks

9.1

9.2

Council has stated that water will be the key to the District’s future prosperity. The
investment in water infrastructure is a priority for our District, especially where it is needed to
sustain current use, and where the infrastructure enables growth and provides a return on
investment to Council and others. Support for the economy, environmental stewardship,
quality of life and partnerships are the aligned strategies. The relevant strategic pillars are:

a) Working Together — the Dam project continues to involve strong partnerships and
relationships with WIL, CIIL and Nelson City Council. We continue to work collaboratively
with those agencies and others involved with the project. Over the years that Council has
been working on a solution to augment the Waimea River and aquifers, we have worked
collaboratively with a range of other agencies including the Waimea Water Augmentation
Committee, local iwi, Fish and Game, and the Department of Conservation.

b) Showing Leadership — making decisions that enable and demonstrating leadership to
ensure the future growth and prosperity of the Nelson/Tasman Region by making
provision for adequate water for residential, industrial and irrigation activities, and by
enhancing the environmental flows to protect the Waimea River and its ecosystems.

c) Giving Service — ensuring that Council’s water infrastructure services for the Waimea
Plains are fit purpose now and into the future.

d) Communicating Effectively — enabling effective community engagement through the
public consultation and engagement process.

There are risks associated with the Dam project, including:
9.2.1 that the public do not support the proposals contained in the Consultation Document;

9.2.2 that the project does not come within budget. However, this risk is being mitigated to
some extent with a p95 confidence for the Dam construction costs. This provides us
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with a confidence of 95 percent that the Dam would be constructed within or under
budget, and a five percent chance of going over budget;

9.2.3 that Council’s major funding partners do not deliver on their contributions. This risk
has been mitigated through the negotiations and commitments made to get to this
point in the process; and

9.2.4 that NCC decides not to contribute $5m towards the Dam project. If this occurs
Council is likely to have to offset this contribution.

10

Policy / Legal Requirements / Plan

10.1

10.2

10.3

10.4

10.5

10.6

Council has elected to follow the legal requirements for the Special Consultative Procedure
due to the moderate to high level of significance of this project, in particular the high level of
public interest in it. Section 77(1) of the Local Government Act (LGA) 2002 outlines the
requirements Council must consider in relationship to its decisions:

(1) A local authority must, in the course of the decision-making process,—

(@) seek to identify all reasonably practicable options for the achievement of the objective of
a decision; and

(b) assess the options in terms of their advantages and disadvantages; and

(c) if any of the options identified under paragraph (a) involves a significant decision in
relation to land or a body of water, take into account the relationship of Maori and their
culture and traditions with their ancestral land, water, sites, waahi tapu, valued flora and
fauna, and other taonga.

Councillors are obliged to consider and debate the advice staff have provided and validate
the matters addressed in this report regarding their section 101(3) LGA 2002 obligations.
Previous advice has been provided to Councillors on this matter.

Section 82 of the LGA 2002 outlines the principles of consultation Council should follow in
relation to its decisions.

Section 87 of the LGA 2002 enables Council to use the Special Consultative Procedure if it
chooses to. It states that a Statement of Proposal (the Consultation Document) must
include:

(a) a statement of the reasons for the proposal; and

(b) an analysis of the reasonably practicable options, including the proposal, identified under
section 77(1); and

(c) any other information that the local authority identifies as relevant.
When using a Special Consultative Procedure a Council must provide at least a month for

consultation, acknowledge submissions and provide an opportunity for submitters to be
heard.

The Consultation Document and the process we are proposing to follow meet the
requirements of the LGA 2002.

11

Consideration of Financial or Budgetary Implications

111

The proposed Dam project is one of the larger infrastructure projects undertaken by this
Council. It has financial and budgetary implications, including increasing Council’s debt and
increasing rates. The Consultation Document, Summary and the LGA Section 101(3)
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Analysis contain information on how the Dam project, if it proceeds, would impact on rates
and revenue. Council would need to consider the overall impact on debt as part of Council’s
total work programme when the Long Term Plan 2018-2028 is consulted on in March/April
2018.

12

Significance and Engagement

12.1

12.2

We consider that the funding and governance for the proposed Waimea Community Dam is
of moderate to high significance to most residents, businesses and ratepayers of the District.
In terms of Council’s contribution to the cost, at $26.8 million, it represents a major
investment in securing the long term water needs for the Waimea Plains, but would also add
to the Council’s debt.

If the Dam proceeds, the funding of the asset would be of interest to many ratepayers and
business. Council has, therefore, decided to consult on the funding and governance aspects
of the Dam, using the Special Consultative Procedure, prior to the Long Term Plan 2018-
2028 process.

Issue Explanation of Assessment

Level of
Significance

Is there a high level of public
interest, or is decision likely to
be controversial?

The funding and governance of the
Waimea Community Dam is of high
interest to many people living and
businesses operating in the Waimea
Plains. However, the funding and
Moderate to | governance of the Dam is likely to be of
High moderate interest to many people and
businesses in the District outside of the
Waimea Plains. The Dam project has
important economic, environmental and
social benefits for the wider Nelson/
Tasman Region.
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Is there a significant impact
arising from duration of the
effects from the decision?

The decisions on the funding and
governance of the Dam project would
have a reasonably long term impact, if the
Dam proceeds. If the Dam project does

High not proceed, there would be greater
financial impacts as the costs associated
with an alternative water augmentation
solution are significantly greater.

Does the decision relate to a

strategic asset? (refer The Waimea Community Dam is not listed
Significance and Engagement No as a strategic asset in Council's

Policy for list of strategic assets) Significance and Engagement Policy.
Does thg decision c.reate a The decisions on the funding and
substahnal chgnge in the Ievgl governance of the Dam project do not in
of service provided by Council? | No

themselves change the level of service
provided by the Council.

Does the proposal, activity or
decision substantially affect
debt, rates or Council finances
in any one year or more of the
LTP?

Moderate to
High

The decisions on the funding of the Dam
project would have moderate to high
impact on Council’s rates and debt levels,
if the Dam proceeds. The impact is likely
to be similar to other major projects
Council has and is undertaking (e.g.
Queen Street upgrade, water and
wastewater treatment plant upgrades)

Does the decision involve the
sale of a substantial

The decision involves the formation of a

proportion or controlling interest | No

in a CCO or CCTO? CCO, but not the sale of one.

Does the proposal or decision

involve entry into a private The proposal involves a proposed

sector partnership or contractto | yes partnership with WIL, CIIL (funded by the

carry out the deliver on any Government) and Nelson City Council.

Council group of activities?

Does the proposal or decision

involve Council exiting from or The project is a component of the water
No supply group of activities, but does not

entering into a group of
activities?

relate to the whole water supply activity.

13 Conclusion

13.1 Adopting the Consultation Document (Statement of Proposal) on the funding and

governance arrangements for the proposed Waimea Community Dam is an important step
towards Council making a final decision on whether to proceed with the Dam.

13.2 The Consultation Document provides fairly detailed and complex information on the project.
The Summary document helps to provide this in a more simplified manner to members of the

Agenda Page 18



Tasman District Council Full Council Agenda — 19 October 2017

13.3

13.4

public seeking a level of understanding of the project. We have provided a list of information
sources and references in the Consultation Document, to enable members of the public
highly interested in the project to find further information.

The LGA Section 101(3) Analysis provides an assessment of the funding and rating options
reviewed by Council, and a reasoned basis for the funding model proposed.

The public meetings which Council is proposing throughout the District in October and
November, would provide opportunities for further information to be provided to the public
and for their questions to be answered. This report recommends that Council approves the
Consultation Document and Summary.

14  Next Steps / Timeline

14.1 Following adoption by Council, the Consultation Document, Summary and supporting
information will be published. Advertising of the proposal will be on or before 21 October
2017.

14.2 Council will hold public consultation sessions around the District between 25 October and 26
November 2017.

14.3 Submissions will close on Sunday 26 November 2017. Hearings of submissions will occur
between 11 and 15 December 2017. The Council would then consider the submissions and
decide on the funding and governance of the Dam project in February 2018.

15 Attachments

1. Waimea Community Dam Consultation Document (Statement of Proposal) for 21
Governance and Funding Arrangements

2. Waimea Community Dam Consultation Document Summary 77

3. Local Government Act Section 101(3) Analysis for Waimea Community Dam 89
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CONSULTATION CLOSES:
SUNDAY 26 NOVEMBER 2017

This Consultation Document (Statement of document lets you know how you can make a submission,

PFODOSGU summarises the key decisions the dates and locations of public meetings, and proposed
. . ) hearing dates.

and options for Council regarding the

ownership and governance of the Waimea

COI‘I’WITILI-nltg Dam and hDW_ Council propases continued urban and rural water supplies for the Waimea

to fund its share of the project costs. area and to improve the health of the Waimea River.

Your feedback will help Council make impartant decisions
on how we manage and fund the Dam project to ensure

Decisions on the matters covered in this Statement of
Proposal will be made in late February 2018 and will be
available on Council's website after that date.

Supporting information on this consultation document
can be found on Council’s website:
www.tasman.govt.nz/feedback

You can also phone us on 03 543 8400, or visit your
local Council service centre or library. Section 4 of this

HAVE YOUR Make your submission online or use the pull-out
submission form in our Summary document. Tell us
if you support our proposed options or if you prefer
any of the alternative options.

PAGE 2 - WAIMEA COMMUNITY DAM
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A MESSAGE TO TASMAN'S RESIDENTS
AND RATEPAYERS

Securing a reliable supply of good quality water to meet the needs of people and our
community now and for the next 100 years or more is our top priority. Doing thatin a
manner that restores the Waimea River ecosystem and its ability to sustain life in nature
and in human kind is just as important. The proposal to build a water augmentation
scheme, the Waimea Community Dam, would achieve those outcomes.

While this consultation is not a yes/no vote for the Dam The ultimate decision to proceed with the construction
per se, if the proposal to form the joint venture with of the Dam will depend on the outcomes of this
Waimea Irrigators Limited does not proceed, nor would consultation, all parties securing their funding

the Dam, at least in the short term. contributions and related approvals, and on the tender

. " . R ri ild the Dam.
Council and irrigators have been investigating price to build the Da

augmenting the flow in the Waimea River for the past Under our funding proposals a $600,000 capital value
15 years. During our increasingly dry summer months, residence in Richmond using the average amount of
there is currently insufficient water in the river and water would expect to pay a maximum $139 per year,
aquifer systems to provide a secure urban water supply (expected by 2021/2022 when debt repayments would
for the Richmond, Mapua and Brightwater areas. There potentially reach their peak). For those residents who

is also not enough water for irrigators on the Waimea live outside the Zone of Benefit, and do not belong to
Plains. If we are to ensure a continued water supply the Urban Water Club, their contribution is estimated to
and meet the minimum river flow requirements, doing be $29 per year.

nothing is not an option. We think the proposed funding model is the best we

All our’Plan B' options have been investigated, and can achieve to secure an augmented water supply for
in comparison to the Waimea Community Dam they our Region, to deliver on environmental outcomes, and
are not cost effective and do not deliver the range the one that represents best value for our ratepayers.

of benefits (i.e. environmental, water supply and
irrigation), so have been discounted. We need an
augmented water supply to ensure the continued
viability of our Region. The Waimea Community Dam is
our preferred option, and one which provides security
of water supply for next 100 years.

After several years of negotiations, we have now
developed a preferred funding model for the Dam in
partnership with Crown Irrigation Investments Ltd
(CIIL), Waimea Irrigators Ltd (WIL) and Nelson City
Council (NCC). What we are consulting on and asking
for your views on is how the Waimea Community
Dam should be owned and managed, and how under
a partnership arrangement with Waimea Irrigators
Limited, we should fund Council’s share of the Dam
project costs (526.8 million). We also want to know
your views on Council’s credit support of ClIL's loan to
WIL through the dam company (acknowledging that
this provides access to considerable funding for the
project).

N
Richard Kempthorne Lindsay McKenzie
Mayor Chief Executive Officer
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EXECUTIVE SUMMARY

Public consultation on a proposal to build a dam in the Lee Valley was undertaken in
2014, and again through the Long Term Plan (LTP) 2015-2025. A total of $25 million was
allocated in the LTP towards funding a water augmentation solution for the Waimea Plains.

It was recognised that a dam in the Lee Valley was
needed not just to augment water for irrigation
purposes, but that a secure water supply was required
for current and future urban water users, and to
improve the health of the Waimea River.

After several years of investigation and negotiations,
Council now has a proposed funding model in
partnership with irrigators (Waimea Irrigators Limited
(WIL) and Central Government (via Crown Irrigation
Investments Limited (CIIL) and Ministry for the
Environment (MFE)). For the Waimea Community Dam
(Dam) project to proceed it is likely that Council will
need to agree to the overall funding package and
Council’s contribution of $26.8m. WIL have made it
clear through the funding negotiations that they are at
their potential shareholder affordability limit with this
funding model.

The motivation for Council to agree to this funding
model is that the alternative water augmentation
solutions to provide water security for the Waimea area
will be significantly more expensive and have a much
larger impact on our ratepayers. Overall, it is a funding
model that delivers the best value for our community
and the best arrangement that can be achieved for
funding the Dam.

UNDER THE FUNDING PROPOSAL:

a. A dam company would be formed as a Council
Controlled Organisation and owned by WIL and
Council. As majority shareholder, Council would
hold at least 51% of the shares in the company at all
times, and would appoint four of the seven board
members. Of the other board members two would
be appointed by WIL and one would be an iwi
representative.

b. The total estimated capital cost of the Dam
{excluding incurred project costs) is $75.9 million
(m) (See table 1). This would be funded/allocated on
the following basis:

+ §50.22m by extractive users, where a secure
water supply is guaranteed. Irrigators (WIL) will
be responsible for $37.12m; Council $9.58m,
and Nelson City Council (NCC) $3.52m for urban
water supply.

PAGE 6 - SECTION ONE / INTRODUCTION

«  $22.77m - for benefits that would be achieved
from the Dam to the environment and
community generally. This would be funded
through a $7m grant fram the Ministry for the
Environment's Freshwater Improvement Fund
(FIF Grant), a $10m interest free loan from CIIL
{that Council would need to repay), and the
remainder through Council rates and charges.

= $2.91m - Council's share of additional/future
water capacity in the Dam.

¢. This report has been prepared on the basis of a $5m
contribution from NCC which has been nominally
apportioned between the extractive water use and
benefits that would accrue to the environment and
community. This contribution is subject to public
consultation and confirmation by NCC.

d. Council would provide credit support of up to $29m
for the CIIL $25m loan to the dam company for WIL.
The actual potential maximum liability to Council
would be the lesser of the balance of the loan and
529m. The 529m figure includes an allowance for
capitalised interest and other costs during the
construction period.

The proposal sees Council responsible for funding
$26.8m of the projects’ total capital costs, which
would have a rates and revenue implication. Council
proposes to use commercial dividends and surpluses
to pay some of those costs. Of Council's proposed
contribution $25m is budgeted for in the LTP 2015 -
2025, leaving an additional $1.8m to fund. The dam
company’s annual operating expenses are currently
estimated at $1.4m to $1.5m, of which Council would
meet 51% ($715,000).

This Consultation Document is about how Council

will fund its share of the Dam costs and how the dam
company should be owned and managed. We propose
that our share of the Dam costs are spread across the
District to recognise the direct and indirect benefits
that the Dam will bring to urban water users, to our
community generally, and to the environment.

Based on the proposal to fund the required revenue
by way of targeted rates for the Dam Project, the
total rate increases for most ratepayers would range
between $29 to $160 per property per year. The
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amount of estimated rate increase would depend on
property location, property value, and connection

to an urban water scheme (in the Urban Water Club).
These rate increases are based on 2017/2018 figures
and would be stepped in over time potentially reaching
these increases in year three after dam construction
(2021/2022). For example a ratepayer subject to the
$29/year charge may pay $15 in year one, $20 in year
two, and so on.

WIL affiliated (irrigation) water users would pay the
most towards the Dam. They would pay the ratepayer
charges, as proposed in this document, and also the
WIL affiliated costs. Waimea irrigators (through WIL)
would be invited to buy shares in the Dam estimated
to be between $5000 to $5500 a share. The final share
price would be determined and set out in a product
disclosure statement, which would require sign-off

from both the WIL Board and the Financial Markets
Authority. Shareholders would also pay an estimated
annual water user charge of between $550 to $600 per
share, with the exact amount yet to be confirmed.

Overall, the Dam joint venture funding partnership
would enable us to deliver water for the Region at a
lower cost than any other alternative. It would bring
benefits to the environment in terms of increased river
flows and recharged aquifers, and it would provide
water security for current and future demands.

The proposed governance model provides Council with
a majority shareholding (51%) and majority of board
members. The proposed distribution of our share of the
Dam costs ($26.8m) across our ratepayers, recognises
the direct benefits that extractive users would gain,
and the general benefits to the community and
environment,

FUNDER AMOUNT SHARE OF DAM
Tasman District Council $16.78m
Loan to Council from Crown Irrigation Investments Ltd $10m

Council
Grant to Council from Ministry for the Environment (FIF Grant) 57m 51.1%
Nelson City Council (to be confirmed) 55m
Waimea Irrigators Ltd - subscription from irrigators $15m

WIL

Loan to WIL from Crown Irrigation Investments Ltd (via the dam $22.12m A8.9%

company and underwritten by Council)

Table 1 - Dam Project Funding Proposal
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INTRODUCTION

The purpose of this Consultation Document (Statement of Proposal) is to enable public
participation in the Waimea Community Dam decision-making process. Council is
responsible for the sustainable management of water resources throughout the District.

This responsibility includes meeting statutory requirements
under the Local Government Act 2002, the Resource
Management Act 1991, the National Policy Statements

for Freshwater Management (2014) and Urban
Development Capacity (2016), and the Tasman Resource
Management Plan. In this context, it also must consider

the future prosperity of the area, growth opportunities,
environmental health, social and cultural wellbeing and the
provision of essential services to its community. Supply of
drinking water is one such essential service,

Council is seeking your feedback on the proposals and
proposed options set out in this Consultation Document,

WHAT ARE WE CONSULTING ON?

This Consultation Document relates to decisions

that Council must make in relation to the ownership,
governance and management of the Waimea Community
Darn (Dam). It also deals with how Council proposes to
fund its share of the Dam project costs. The proposed
funding mechanisms that Council would adopt as a result
of this consultation process would be confirmed through
the Long Term Plan (LTP) 2018-2028 and our Revenue and
Financing Policy.

After several years of negotiations, Council has now
developed a preferred funding model for the Dam

in partnership with Crown Irrigation Investments

Limited (CIIL), Waimea Irrigators Ltd (WIL} and Nelson

City Council (NCC). The ultimate decision to proceed

with the construction of the Dam will still depend on

this consultation, all parties securing their funding
contributions, completing due diligence and obtaining
approvals, and a favourable tender price to build the Dam.
That final decision cannot be made until financial close (see
Glossary) in May 2018.

We want to hear your views on the following elements of
the Dam proposal that are outlined in this consultation
document.

1. The ownership, governance and management of the
proposed Dam

2. How Council’s share of the Dam project costs would be
funded across the District

3. Council’s proposed credit support of CliUs loan to
the dam company for WILs project contribution
(acknowledging that this provides access to
considerable concessionary funding for the Dam
project).

WHAT IS DIFFERENT THIS TIME
AROUND?

The funding modelin this document is a different
proposition to what was put to our community in 2014,
The Dam project now has proposed funding contributions
from Central Government by way of a $7m grant from

the Freshwater Improvement Fund (FIF), a $10m interest
free loan to Council from CIIL, and a $25m low interest

loan to WIL via the dam company from CIIL as part of their
contribution. Irrigators, through WL, would also contribute
515m in equity towards the Dam project.

There are changes to the way we now propose to fund
the benefits that would accrue to our environment and
community generally from the Dam, and the associated
dam company operating costs.

In 2014, it was proposed that 30% of the dam project costs
were apportioned to the benefits that would generally

be achieved by the community and the environment.

The funding proposal was for Coundil to fund 66% of the
environmental and community benefits, with 34% being
funded by extractive users. Under this proposal Council

is responsible for funding the full cost of those benefits,
which would be funded by the Government's $7m FIF
grant, along with the CIIL $10m interest free loan. This
means to some extent the extractive user contribution is
satisfied. Council has only accepted this position because
it gets the full benefit of the $10m interest free loan, saving
Council approximately $500,000/year in interest costs.

Operating costs associated with the project have also
been revised and are now more in line with realistic costs
associated with managing and owning a dam. Operating
costs include such things as insurance, repairs and
maintenance, property rates, servicing the Board, and
resource consent requirernents,

The way we propose to fund operating costs has also
changed since we last consulted in 2014, A share of

natacs b et T 27348 htend
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INTRODUCTION (CONT)

these costs is now being apportioned to the general
environmental and community benefits that accrue from
the Dam, As our joint venture partners (WIL) do not have
the financial capacity to service these additional costs,

we propose that Council funds these costs to ensure

the project continues, Under section 101(3)(b) Local
Government Act 2002 (LGA} , Council has a responsibility
to consider the overall impact of the allocation of costs on
the community. As the costs associated with the alternative
water supply solutions are significantly higher, Council
proposes to fund these additional costs.

Overall the 2014 estimated Damn project costs have also
risen from $74.2m to $75.90, as can be expected with
inflation, economic conditions, and time delays. This total
excludes amounts that have already been spent and also
project costs that each funding partner must carry. Under
the new proposal Council's funding contribution to the
Dam project is now proposed to be $26.78m; this is in
comparison to the $25m we had allocated to the project
in our LTP 2015-2025. Our proposed total contribution
excludes additional project management and funding
negotiations costs of between $2m to$2.7m that we must
also fund.

WHERE CAN YOU GET MORE
INFORMATION?

Section 5/Page 52 sets out the list of supporting
documents. This includes:

+  an analysis of alternative water augrmentation options
+  aSummary of information provided,

+  our analysis under Section 101(3) of the Local
Government Act 2002

« other related reports.

This supporting information is available to view or
download from Council’s website www.tasman.govt.nz/
feedback or view copies at any of our District libraries and
service centres. Alternatively, contact us on
info@tasman.govt.nz, or phone your local Council office for
more information,

This Consultation Document (Statement of Proposal)
draws on information from Council and official Project
sources. The information is current and reliable. Wherever
possible the content of the Consultation Document and
the material it relies on is supported by peer review and/or
the professional and ethical obligations of the originator.
The financial information contains estimates; uses the best
information available and relies on the funding parties
commitments and processes,

HOwW CAN YOU MAKE A SUBMISSION?

You can make a submission online at www.tasman.govt.nz/
feedback or in hard copy by downloading the form off our
website, or filling in the form in our Summary document
and sending it to Council by post or email. See page 44 for
more details.

WHAT HAPPENS NEXT?

Submissions must be received by Sunday 26 November
2017

Your submission will be considered by Council. You will

be able to support your written submission at one of the
scheduled hearing times, which are being held in mid-
December 2017. Decisions will be finalised in February next
year. See Section Four for the list of public meetings and
hearing dates and venues.

The Council cautions against the use of outdated information, information that has not

been subject to review through a professional or statutory process, and information
sources that may be subject to biases.
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WHY DO WE NEED AN AUGMENTED WATER

SUPPLY?

The Waimea Plains aquifer system supplies water for
residential, commercial and industrial use to Richmond,
Mapua, Brightwater, and Nelson South. Water is also
extracted via individual bores for horticultural use,
domestic supply and other uses.

With changing climatic conditions, our Region is
projected to experience more extreme and more
frequent drought conditions, Without a dam, we
would currently have some form of water rationing
for nine out of ten years. NIWA predicts that due to
changing climatic conditions, parts of the Tasman
Region, including the Waimea Plains, will by the

year 2070 -2090, experience a 10% increase in the
frequency of droughts that it currently experiences. For
more information see the NIWA report on the Tasman
Region: http://www.tasman.govt.nz/environment/
environmental-education/sustainable-communities/
climate-change/

Based on population growth and current water use, we
can expect significant water shortages and restrictions
for residents, businesses, industries and irrigators
during dry periods without an augmented water
supply. Our monitoring data shows that during these
dry conditions, we generally experience peak water
demand. 5o when we should be conserving water,
water use is at its highest.

Security of water supply, particularly over the summer
period with peak water demands, is essential for the
local economy. A third of all employment in the Tasman
District is in the primary industries and manufacturing
sectors, Based on Statistics NZ information we are
anticipating population growth of 9% in the District
between 2018 and 2038 (based on medium series of
projections). Recent figures indicate growth is likely
to be higher than the Statistics NZ medium growth
scenario. Due to the increase in our population, and a
trend for smaller households, we expect that housing
demand will grow at a higher rate over this period
placing more pressure on our water supply. The
Government's National Policy Statement for Urban
Development Capacity (NP5-UDC) also requires us to
plan and provide the necessary infrastructure such

as water and wastewater to meet projected housing
demand.
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From 1 November 2018, as a result of national
requirements and changes to our resource
management plan, if there is no augmented water
supply and river flows are low, some water take permits
from the Waimea aquifers and river system could be
cutback by as much as 100%, but most would be cut
back by a lesser amount. This is required in order to
protect the health of the Waimea River by maintaining
a minimum river flow of 800 cubic metres per second
(m*/s) at a measuring point in Appleby above the State
Highway Bridge.

In the event that we do not have an augmented water
supply (by way of a dam or other aption), consented
water users on the Waimea Plains have been notified
(August 2017) what their new allowed levels of water
allocation will be. These new allocation amounts will
take effect in November 2018 (or earlier if a decision

is made not to proceed with the Dam) and are based
on 'bona fide’ or actual and reasonable use for each
water permit holder over 10 years to 2013. In a’no dam’
situation, it is likely that low flows in the Waimea River
will also trigger further substantial reductions in water
takes over most irrigation seasons. These rationing cuts
will also include Council’s urban water supply take. This
will have significant implications for our residential,
business and irrigation users.
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WHAT ARE THE BENEFITS OF THE Economic (flow on effects to the economy as opposed to
DAM? direct benefits to landowners)

The Waimea Community Dam would have significant » Morejobs created across the District

benefits, direct and indirect for the Region. These benefits +  Business development and expansion

focus mostly around providing security of water supply
for our urban water users in the Waimea area, increasing
the flows in the Waimea River to improve ecosystem

health and meet national freshwater standards; providing Community
enough water capacity to meet current and future primary
production needs, and securing and boosting our regional
economy. Some of the benefits in these areas include: » Increased rating base through residential development

and new business to spread costs

Existing economic activity and jobs retained because of
security of water supply

«  Security of water supply for users in the Waimea area

Environmental
Viability of community infrastructure maintained e.g.

+  Preservation of recreational use of the river duri
ng schools and halls

summer
Improved recreational and economic benefits as listed

O ed and protected Catchment diversity e.g. i
mproved and protected Catchment diversity e.g. in Jbove

streamn fauna and aquatic life

+  Ahealthy river with minimum flows that reduce the risk
of algae infestations
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FACTS ABOUT THE DAM

The proposed Dam would provide the water supply needs for existing urban households and
businesses, future residential and business growth, and rural irrigators and domestic users

in part of the District.

The Dam would be able to store 13.4 million cubic
metres (m?) of which 12.4 million m?is active storage.
The Dam scheme involves capture of river flows into
storage in the reservoir behind the Dam, but leaving

a required residual flow in the river below the Dam at
all times. The stored water in the reservoir can then

be released in a controlled manner during periods of
high water demand and/or low natural river flows. This
flow release augments the river flows to meet instream
requirements in the river to Appleby and the sea, with
water also available to recharge the aquifers connected
to the river.

Pumping from the aquifers causes enhanced recharge
as it causes more river flow losses and buffers aquifer
storage. Water abstraction can either happen from the
aquifers connected to the river or directly from the
river. The maintenance of higher minimum flows in

the river enables continued through flow (recharge) of
water in the interconnected aquifers and also reduces
seawater intrusion pressure along the coast, whilst also
improving coastal spring fed stream flows.

Water from the Dam via the aquifers would be provided
to residential, business, and rural users including:

+  Urban households and businesses in Richmond,
Brightwater and Mapua including those with a low
flow restricted water connection

»  Urban households and businesses in Nelson City
South, which currently represents 2,150m?%/day
which is around 15% of NCC's total urban water
supply

+ Irrigators on the Waimea Plains within a 5,000
hectare (ha) delineated area, of which 3,800 ha is
currently irrigated

The Dam is being designed to cater for part of the
Region's needs for the next 100 years and to protect
against a one in 60 year drought. This means that if
we do experience a drought greater than a one in 60
year, there will be cutbacks on the water available

to extractive users. The design capacity allows

the flexibility for future generations to respond
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appropriately to growth pressures, any national
changes to the allocation of water and protection of
our waterways, and to the impacts of climate change.

Concrete faced rockfill
dam

Dam construction

Size of reservoir 13.4 million cubic metres

Lake size 65.9ha (total footprint
87ha)
Dam height 53m

Construction
period

Approx. 3 years

Time to fill 1 -3 months

Table 2 - Dam Facts

Some in our community have suggested that we
should reduce the size of the dam in order to reduce
costs. As demonstrated in Figure 1 below, when
building a dam the bulk of the construction costs are in
the foundations, whereas the bulk of the water is held
at the top of the dam. Therefore reducing the size of
the dam does not significantly reduce the associated
Costs.

Figure 1 = Dam Costs and Dam Capacity
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FACTS ABOUT THE DAM (CONT)

The budget for the actual construction of the Dam is
around $50m. We have set the construction costs at
the P, confidence level which means there is a 5%
probability that the Dam construction would exceed
estimated construction costs and a 95% probability
that the Dam construction costs would be at or

less than estimated. There is an additional $13.5m
contingency in the budget for changes in scope and
unexpected costs. We expect to have a more accurate
indication of the construction cost early in 2018.

The total design capacity of the Dam (7,765ha) has
been used for the purposes of allocating extractive
user costs across the joint venture partners (see Table
3). For funding purposes, the urban water supply is
expressed as hectare equivalents (hae). This ensures
that the required urban capacity can be compared

on the same basis as irrigation needs, which is set on

a per hectare basis. Hectare equivalents are used to
convert consented volumes of water into an equivalent
area of land. It is based on 300 cubic metres of water
per hectare per week (300m*/ha/wk). The remaining
30% of dam project costs have been attributed to the
benefits that would be achieved by the community and
environment generally.

DAM CAPACITY DAM CAPACITY
%

BENEFICIARY HA / HAE

Irrigators 5425 ha 69.9%
Council Urban 1,825 hae 23.5%
Supply

NCC - Urban 515 hae 6.6%
Supply

Total Capacity 7,765 ha 100.0%
Allocated

Table 3 - Dam design capacity and allocation of extractive
user costs

RESOURCE CONSENTS

The construction and operation of the dam in the Lee
Valley was consented in 2015. This followed a publicly
notified application and a hearing before Independent
Commissioners. The resource consents are subject

to a series of conditions designed to manage both
construction and operational risks and issues and

to promote the efficient release of water when it is
required.

WHERE IS THE DAM SITE?

The following map shows where the Dam and reservoir would be located in our District.

Map 1 - Location of Proposed Waimea Community Dam

&——0 Dam and Reservoir location

[ Lo R

e
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ALTERNATIVES TO THE DAM

Since 1991, we have been investigating water supply augmentation options for the Waimea
Basin. Many reports have been commissioned over the years including a feasibility study
undertaken between 2004 and 2007 that looked at 18 different sites. Of all of the water
augmentation options investigated, a dam in the Lee Valley was the preferred option.

Ten years on and Council has reinvestigated several of
those alterative options to ensure the proposed Dam

is still the best solution for the District. The review
confirmed that of all the reasonable alternatives for
solving the Nelson Tasman region's summer water
shortages, the Waimea Community Dam would provide
the most advantages in terms of water augmentation
and environmental gains, and would be the most cost
effective solution.

The alternative water supply augmentation options
reviewed included:

1. ahigh dam on the Roding River

2. transfer of water from the Motueka aquifer
3. storage ponds beside the Waimea River

4. water supply from Nelson City Council

The option of a dam at Teapot Valley was also included
for comparison of the costs of a smaller dam in that
locality.

Dam on the Roding River

A high dam on the Roding River could have a storage
volume of between 1.2 million m* and 5.1 million m®,
Volumes above 2.3 million m® storage capacity would
meet our estimated water for 100 years. The estimated
capital cost ranges between $95m and $145m and
operating cost of $3.4m to $3.8m. This option would
require the construction of a new dam, extensive

pipe installation, and a new water treatment plant.
Risks raised included the consenting process and time
delays, while disadvantages compared to the Waimea
Dam were that with these smaller volumes it would not
improve the health of the Waimea or Roding River or
provide irrigation water security.

Motueka Aquifer

This option comprises the drilling of pumping bores

in Motueka and piping water to storage tanks in Old
Coach Road. This option included various scenarios;
supplying water needs for Mapua only, and for Mapua
as well as for Richmond and Brightwater. The only
supply scenario that would meet the wider areas water
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needs for the next 100 years (at 31,000 m’/day), was
estimated to cost at least $160m to construct, with
$2.8m of annual operating expenses. Aside from the
significant cost, other disadvantages included the
installation of a pipeline across the Moutere inlet, and
its consentability and processing costs. This option
would not provide any irrigation water security nor
improve to the health of the Waimea River.

Riverside Storage

To meet current water demands during times of water
rationing, we would require ponds capable of storing
between 500,000 m® to 800,000m” of water, which have
a project estimated cost of $24.6m to $54m. In order to
cater for future growth and demand to the year 2117
(to be comparable to the Dam), we would need to
build additional storage ponds to a cumulative storage
capacity of 2.3 million m?. This would come at an
estimated cost of $108m, which would be spread over
time as more water was needed. The annual operating
costs would be in the order of $5m.

There were significant risks associated with this option,
including consentability, land acquisition, neighbour
interest, geological constraints, and maintaining

water quality. The storage ponds also did not offer the
benefits of the Dam, as they would provide only for
our urban water demand. There would be no irrigation
water security nor improvements to the health of the
Waimea River.
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Nelson City Water Supply

This option utilises the Nelson City Council water
supply. Nelson City has indicated that its Tantragee
Water Treatment plant will have 50,000m?/day capacity
once some upgrade works are undertaken. The
indicative costs of these upgrades are 519m to $24m
and comprise renewing the membranes, additional
on-site storage and upgrading the pump station on
the Maitai dam duplicate raw water main. Nelson City
has also advised that it needs to retain some headroom
over its current use which leaves around 5-10,000m?/
day available to service Richmond. The reticulation
would need to be upgraded to deliver this volume of
water from Tantragee Water Treatment Plant. This is
estimated to cost up to $10m. With these upgrades it is
likely that the capital investment to Council to deliver
the 5-10,000m*/day would be 512m to $14.8 million.
This would meet the current water gap of 4,900m*/
day for Step 3 rationing, however it would not meet
the 13,300m?/day Step 5 water gap. So it does partially
provide short term relief but not for severe droughts
or for long-term relief. This option does not contribute
to the health of the Waimea River nor improve the
irrigation water security. It reduces the capacity that
Nelson has invested in its water supply and increases
the reliance on the Maitai Dam and the associated
infrastructure as a raw water source.

See www.tasman.govt.nz/feedback for a copy of the
report on alternative options.

WHY DON'T WE JUST USE
RAINWATER TANKS TO SOLVE OUR
URBAN WATER PROBLEM?

Rainwater harvesting and the use of storage tanks,
while an option that residents could consider to
conserve water, will not be sufficient to protect against
rationing. Onsite rainwater harvesting is normally only
used for flushing toilets and for watering gardens.

It would not be connected to the Council supply as

it would be a potential source of contamination. If
every property in Richmond, Brightwater and Mapua
installed rainwater storage it is likely to only reduce
demand by 12.8% or 2041m?/day. This is insufficient

to meet current and future water demands. For stage

3 water rationing, in times of drought, we require an
additional 4,900m® per day, by 2047 this is predicted to
rise to 11,800m’ per day.

Individual owners installing rainwater tanks is also an
expensive option, costing about $5000 per property
for storage and plumbing. Tank sizes would vary
depending on individual owner demand, but most
would need around 20m’ to 22.5m%of storage. If every
home installed a rainwater storage tank there would
be a collective cost of $32.4 million for the urban
properties in the Waimea catchment. Unfortunately
rainwater tanks would not prevent the need for
rationing as they only provide water for toilets and
gardens.
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THE WAIMEA COMMUNITY DAM PROJECT

DAM PROJECT FUNDING

Council’s proposed capital contribution of $26.8m is greater
than the $25m allocated in the LTP 2015-2025. The increase
in costs has mostly arisen from Council now proposing to
fund operating costs for the environment and community
benefits that would generally be achieved by the Dam. To
ensure there are no new additional rates funding impacts
on ratepayers above the $25m, Council proposes to use
revenue and surpluses from its commercial activities to
fund these additional costs. In addition to the Dam project
costs shared by the funding partners, we have also incurred
additional costs estimated to be between $2mto $2.7m

for our project management and funding negotiations. We
have included $2m of these estimated costs in the rating
and charges calculations and apportioned these across the
beneficiaries as discussed in this Consultation Document.

Beyond the construction of the Dam, in the short term,
there are no other infrastructure costs for Council
associated with the distribution of the water, Traditional
irrigation and water distribution schemes generally require
additional piping, pumping, and/or water races. Users

on the Waimea Plains, including, Council, irrigators and
domestic users mostly take their water from the aquifers via
groundwater bores.

As discussed on page 30, 30% of the dam projects’ capital
costs are proposed to be apportioned to the environmental
and community benefit that will come from the Dam. This
portion is to be funded by the $7m FIF grant, the $10m
interest free loan from CIIL (which Council would repay), a
portion of NCC's contribution, and by Council through rates
and revenue, The remaining 70% of capital costs under this
proposal would be shared amongst the extractive users
and beneficiaries.

TOTAL CAPITAL  $/
COST % MILLION

Extractive users

Irrigators 48.9% $37.12%
Councils’ 21.1% $16.01*
Sub total 70% $53.13
Environmental/ 30% 52277
Community Benefit

Grand Total 100% $75.90

*including additional Dam capacity of $2.91m
Table 4 — Dam Funding Proposal
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Under the funding proposal the total estimated cost of
the Dam (excluding incurred costs to 2014) is $75.9m.
This figure excludes unrecoverable costs that each joint
venture party has borne from 2014. These costs cannot be
funded through the dam company and relate mainly to
project management and funding negotiations through
to financial close {expected May 2018). These costs for
Council are expected to total between 52mto $2.7m.

The funding partners propose to fund costs on the
following basis and as shown in Table 4:

The portion that provides a secure water supply would be
funded by extractive water users:

a. Irrigators through WIL would be responsible for
funding $37.12m. Their share would be funded from
$15m of irrigator equity, and $22.12m from a low
interest loan from CIIL

b. Council would fund $12.49m for extractive use, of
which we propose $9.58m is shared across the Urban
Water Club, and $2.91m is funded from Council’s
commercial revenue and surpluses.

¢ Although NCC's $5m contribution is still to be
confirmed, we propose that $3.52m is used to fund
extractive user costs.

As part of the funding proposal, Council and WIL would
contribute 50/50 to the additional water capacity in
the Dam, This equates to funding 425ha or hectare
equivalents each (52.91m). Because our additional
capacity would be used for future use, we propose to
include our share of this cost in with the environmental
and community benefits that will come from the Dam.
This is because the additional water capacity provides
us with the opportunity to raise the minimum flow in
the river if required, and for future use.

Council considers that 30% of the benefits that would be
achieved from the Dam, are benefits to the community
and environment generally. We propose to fund these
costs (522.77m) by :

a. a$7m grant from the Government’s Freshwater
Improvement Fund (FIF Grant),

b. a$10m interest free loan from CIIL (that Council would
need to repay),

¢.  NCC funding $1.48m from their $5m contribution; and

d. Council funding $4.29m through targeted rates and
charges.
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DAM PROJECT FUNDING (CONT)

The proposal to fund the Dam includes the $5m contribution from NCC. However, this contribution is still subject to
public consultation and confirmation by NCC. In the event that NCC do not contribute, alternative funding options are
discussed on page 19 of this document.

The total amount of capital costs in Table 5 incurred spent costs that each dam funding partner has borne from 2014, A
portion of these costs cannot be funded through the dam company as they relate to each partner's individual project
management and funding negotiations.

FUNDER AMOUNT SHARE OF DAM
Tasman District Council $16.78m
Loan to Council from Crown Irrigation Investments Ltd 510m Council

) o ) 51.1%
Grant to Council from Ministry for Environment (FIF Grant) 57m
Nelson City Council $5m
Waimea Irrigators Ltd 515m
Subscription from irrigators

WIL

Loan to WIL from Crown Irrigation Investments Ltd (via the $22.12m 48.9%
dam company, underwritten by Council)
Total $75.9m 100%

Table 5 — Proposed funding for the Dam

“Includes all urban reticulated water supply users (except Motueka).
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PAGE

CREDIT SUPPORT

Council proposes to provide credit support of $29m
for the ClIL loan of $25m to the dam company for WIL.
The reason why the credit support is more than the
loan, is because of capitalised interest and other costs
during construction. The CIIL loan is up to $25m to
allow WIL to fund its share of any cost overruns. The
terms discussed with ClIL include the credit support
and Council is the only party that has the financial
strength. In the event of WIL defaulting, we would

be most likely step in to protect our investment, to
secure the wider community benefits, and to meet our
financial obligations under the Public Works Act. It also
means that funding comes at a lower interest costto
the project compared to commercial interest rates and
provides the necessary security to allow lending.

In combination with this credit support ClIL proposes
to provide a $10m interest free loan to Council over
11 years. The favourable loan terms from CIIL reflects
Council providing credit support. The credit support
also enables Council to leverage more than $15m of
private sector investment from irrigators through WIL
to the Dam project.

A condition of the CIIL $10m interest free loan is that it
must be allocated to the environment and community
benefits accruing from the Dam. It cannot be used to
help fund extractive water use.

We propose to repay the loan in two $5m repayments
at years 6 and 11.We propose to refund these
repayments from returns on Council’s commercial
activities, rather than through rates.

OPERATING COSTS

There would be annual management costs associated
with the governance, maintenance and operational
oversight of the dam company. Costs have been
assessed to be in the order of $1.4m - $1.5m per year
and are in addition to the capital costs. It is proposed
that these would be met based on the ultimate |evel
of shareholding in the dam company. That is, 49% of
operational costs would be funded by WIL, and 51%
funded by Council. Our contribution would be in the
order of $715,000 per year.

The operational costs include, but are not limited

to, public liability and material damage insurance,
property rates, ongoing repairs and maintenance,
resource consent requirements and auditing of
accounts. A portion of the operating costs are also
associated with servicing the Board of seven directors.

18 - SECTION ONE / INTRODUCTION

It will be critical that during the construction phase, the
appointed directors have the necessary expertise and
experience to guide the project to its completion. Once
the Dam is fully operational and it is business as usual,
we expect that there would be a decrease in those
costs.

Council proposes to apportion a share of these
operational costs across the extractive users (33.8%)
and environmental and community benefits (66.2%).
These costs have been factored into the total amounts
that our Tasman ratepayers would pay in their rates and
charges for the Dam project. See section 3 to see how
these costs would affect your rates.

PROJECT COSTS

Prior to 2017 project costs of approximately $6.6m
waere incurred by the parties involved in the dam
project including NCC, Fish and Game, WWAC (WIL) and
Council. The project costs included such expenses as
the consenting of the Dam, expert reports, legal advice,
and public consultation.

Since that time the funding partners have each
incurred additional costs that are outside the dam
company project budget and must be met individually.
The project costs for Council are estimated to be
approximately $2m -52.7m through to financial
close, which is expected to occur in May 2018. This is
when we would have a final price for the construction
of the Dam, and all parties would have committed
their project funding. We intend to loan fund our
additional project costs over 30 years and repay this
loan using rates and charges. $2m of these costs

has been included in the calculations used to derive
the proposed rates and charges in this Consultation
Document.

PROJECT COST OVERRUNS

The Dam'’s estimated construction costs are based on a
P, confidence level. This provides Council with a 95%
confidence level that the Dam would be constructed
at or below the proposed cost. Within the total budget
for the Dam Project there is a $13.5m contingency for
changes in scope and unexpected costs.

Within the financial modelling it is proposed that there
is a 50/50 sharing between WIL and Council of up to
$3m of both project cost savings and over-runs. In

the unlikely event of cost over-runs above 53m, it is
proposed that Council would need to meet these. Cost
saving over $3m would also go to Council.
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NCC FUNDING

Under the current funding model, it sees NCC
contributing $5m towards the Dam project. NCC are
yet to consult with their community and to confirm
their funding commitment. They are also to decide if
they would provide their funding by way of a grant
or become a shareholder in the dam company. If
they decide to become a shareholder, they would be
charged a share of the annual operating costs and we

would jointly appoint one of our four board members.

In the event NCC decided not to invest, Council would
have to loan a further $5m to offset their contribution
if the project were to continue. It is likely that Council
would fund this through a 30 year Table loan and
apportion the repayments between the extractive
users via the Urban Water Club ($3.52m) and to the
wider environmental and community benefits of the
dam ($1.48m). Alternatively, if the cross-boundary
water supply agreement with NCC were to continue,
Council could aim to recoup these costs through

the fees and charges for water supplied to NCC, or
some other funding offset. If available, we could also
offset some of the funds required through Council’s
commercial revenue or operational surpluses.

HYDRO POWER GENERATION

Council is investigating the Dam having a hydro power
generator. The design and construction of the Dam
allows for this in the future. The proposed financial
arrangements with the joint venture partners precludes
the dam company from owning or operating a hydro
power scheme. The arrangements also preclude

the dam company owning or operating irrigation
infrastructure.

Concerns raised have been by our partners about the
lack of a business case for a hydro power scheme and
the risks of delays in the immediate to short term.

Council is proposing to complete a full business case
for investing in a hydro power scheme. This business
case would be focused on operating hydro power
within the water release regimes required for the
primary users of the water; namely river flow, irrigation,
and urban water requirements. Early indications
suggest that a viable business case around a $5m
investment is likely. Whether this can be achieved, and
the timing of any investment in hydro power is still to
be confirmed.
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MAJOR PROPOSALS FOR DECISION MAKING

There are three major proposals that Council must focus on as it makes its decisions for the
Dam project.

PROPOSAL Ownership, Governance and
ONE Management of the Dam

PRO POSAL Funding Council’s Proposed Share of the
Two Dam Project

Part a)
Extractive Capacity — Urban Water users
Part b)
Environment and General Community
Benefits

PROPOSAL Credit Support of ClILs loan to the dam

company for WIL

THREE
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OWNERSHIP, GOVERNANCE AND MANAGEMENT OF THE DAM

Why is a Company structure proposed?

Council is proposing to fund its contribution to the
project using its powers in the Local Government Act
2002 (LGA) and Local Government (Rating) Act 2002
[LGRA). This limits our governance and ownership
options. As the land for the Dam is being acquired
under the Public Works Act 1981, the Dam can only be
owned by Council or a Council Controlled Organisation
(CCO). To be a CCO Councll must appoint 50% or more
of the Board and/or hold 50% or more of the shares.

The original 2014 Dam funding proposal saw Council
setting up a CCO and funding the entire Dam on

its own almost entirely by rates. This was strongly
opposed by the community and Council did not
proceed with that part of the proposal.

Council has worked with WIL and CIIL to develop a
partnership model and to confirm proposed funding
contributions. Each party has their own needs, but
a governance and/or funding model that works
satisfactorily for all partners is necessary.

We have limited options under the LGA. Council has
discounted some options as a result of previous public
consultation rounds on the Dam project and also those
that pose risks of commercialisation as they are profit
driven. The proposed option is to establish a dam

DAM COMPANY SHAREHOLDERS

From day one the shareholding in the dam company
would be in majority Council Ownership. The exact
percentage of shareholding is still to be finalised.
Whatever is the case on day one, the Council’s
shareholding will never drop below 51%.

Initially there would be seven professional directors on
the board of the dam company. This would include one
iwi representative, two WIL appointed directors, and
four Council appointed directors. Council’s Policy on
Director Appointments would apply when appointing
our board members,
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company that would be a CCO. Having
a joint partnership CCO structure is
consistent with the Public Works Act. The CCO would
own and operate the Dam. Establishing a CCO would
allow Council to leverage $37.12m of private irrigator
contribution (capital plus debt) through WIL, and also a
$10m interest free loan from CIIL.

The CCO, referred to as the dam company, would be
incorporated under the Companies Act. As a CCO, the
dam company would not be able to trade for profit,
unlike a Council Controlled Trading Organisation
(CCTO), which does allow trading for profit.

Figure 2 outlines the proposed ownership and
governance model for the dam company, its

board of directors, shareholders, and the legal and
accountability requirements between the shareholders
and board. These requirements include an annual
letter of expectation from the shareholders to the
board, a corresponding statement of intent from

the board to which they report against in terms

of operational and financial performance. The

dam company would have in place a shareholders
agreement that would regulate certain matters
between shareholders and may constrain some of the
powers of the board.

ASSESSMENT OF OWNERSHIP AND
GOVERNANCE OPTIONS

The options considered by Council in relation to the
ownership, governance and management of the Dam
are outlined in the table below. Council’s proposed
option is a company in the form of a CCO jointly
owned by Council and WIL. The proposed model
provides us with the best option to meet our legislative
requirements, and it provides us with the majority
shareholding and members on the Board. It also
facilitates favourable funding terms from CIIL with the
$10m interest free loan, the $25m concessional loan

to irrigators, and the $7m grant from Government's
Freshwater Improvement Fund. The Dam project would
be most unlikely to proceed without this additional
Government support.

PROPOSAL
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Shareholders SO L ctter of Expectation

&0

Council WIL 49%

51% (irrigators)

«——0

Statement of Intent

Annual Reports

Dam Company
(CCO) Board 7 5

1 lwi = 4 Council
2WiIL

L Dam Company incorporated under the Companies J

Figure 2: Governance Structure for the Dam Company

Proposed Governance options
OPTION HOwW

Proposed Option
Joint venture company
in the form of a
Council Controlled
Organisation (CCO)
owned by Council and
WIL to fund, own and
operate the Dam

Company structure

Council owns at least 51%
shares in the dam company
WIL owns a maximum of 49%
shares (once WIL has funded
repayment of the ClIL loan to
the dam company)

Shares are issued to WIL as it
repays the CIIL loan.

Council Controlled
Organisation

Seven Board members:
« 1iwi representative
+ 2WIL appointed

+ 4 Council appointed

Board appoints chair. Chair
would not have the casting
vote

Council meets 51% operating
costs, WIL 49%

50/50 share of project savings
or cost over-runs up to $3m

Council responsible for
project cost over-runs and
cost savings over $3m go to
Council

ADVANTAGES AND DISADVANTAGES

Advantages

the project attracts external funding — the
Freshwater Improvement Fund grant of $7m, low
interest rate loans from CIIL (nil interest of $10m

to Council, low interest $25m for WIL) and equity
investment from WIL (515m), and $5m from NCC
(subject to public consultation). This is the most cost
effective way to meet the present and future needs
of water users.

Council has majority shareholding, the majority of
directors and appointments

meets legal requirements that Council must operate
under, namely the Local Government Act 2002,
Local Government (Rating) Act 2002, and the Public
Works Act 1981

is consistent with purpose of the proposal to
provide a public benefit by constructing a dam for
water augmentation on behalf of the community
the financial position of the CCO is reported
regularly

the current and future water consent holders,

and other financial contributors (NCC &WIL) can
share the capital and operating costs of the Dam,
reducing the burden and risk on Tasman ratepayers

Disadvantages

establishment and compliance costs in setting up
the CCO as well as ongoing administration costs
including CCO governance costs

Council provides full credit support to the dam
company, and in turn, irrigators to obtain reduced
cost funding from ClIL

In the event of default by partners in the project,
Council is funder of last resort to protect its
investment, wider cornmunity benefits, and
financial responsibility obligations under the Public
Works Act
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ALTERNATIVE OPTIONS HOw

Alternative Option 1:

Council fully funds, Dam
0OWns, governs and
operates the Dam

PAGE 24 - SECTIONTWO / PROPOSALS

Council fully funds and operates the

ADVANTAGES AND DISADVANTAGES

This could be done either in-house
or under the CCO model *

Advantages

Council has full control and management
of the asset

Meets Council’s legal requirements under
the provisions of the Local Government
Act 2002, Local Government (Rating) Act
2002, and the Public Works Act 1981
costs of a board structure are removed if
an in-house model is adopted

an advisory board could be set up to
represent other interests including those
of iwi, and other stakeholders including
irrigators and environmental groups

Disadvantages

This model does not attract external
funding. This means we could not access
the low interest rate loans from CIIL

(nil interest of $10m to Council, low
interest on $25m to WIL, and grants to
WIL for project costs) and $15m equity
investment from WIL and 55m from NCC
(subject to public consultation)

Not the most cost-effective way to meet
the present and future needs of water
users

existing projects in the LTP would need
to be postponed or removed to ensure
there are sufficient funds available for the
project

this option was strongly rejected during
the consultation in 2014, and therefore
may not be an acceptable option to the
community

Agenda

Page 44



Tasman District Council Full Council Agenda — 19 October 2017

ALTERNATIVE OPTIONS HOw ADVANTAGES AND DISADVANTAGES
Alternative Option 2: Company trades as a profit Advantages

Dam company set generating entity +  Would allow the dam company to trade
up as a Council for a profit and charge market rates for
Controlled Trading water consumption

Organisation Disadvantages

« Does not attract external funding.
Meaning we could not access the low
interest rate loans from CIIL (nil interest of
$10m to Council, low interest on $25m to
WIL, and grants to WIL for project costs)
and $15m equity investment from WIL
and $5m from NCC (subject to public
consultation)

+ not a cost-effective way to meet the
present and future needs of water users
(including urban water supply)

Alternative Option 3: Private entity constructs, owns and Advantages
Private ownership operates the Dam + the owner/operator of the Dam bears all
model construction, management, operational
and uptake risk
Disadvantages

«  no private sector entity has shown interest
in the project

+ Council would be significantly reliant
on a private owner/operator of the
Dam to meet its legal obligations to
supply drinking water to the community
and to satisfy its obligations under
the National Policy Staterents for
Freshwater Management 2014 and Urban
Development Capacity 2016

= Council would have no control aver the
price charged for the water

+  The Public Works Act could not be used
by Council to help facilitate the necessary
land acquisition for the Dam

» The establishment of an advisory board
could not be guaranteed to represent the
interests of iwi and stakeholders including
irrigators and environmental groups

«  Council would lose access to concessional
government funding
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FUNDING COUNCIL'S SHARE © PR?r:‘?:AL

After consideration of the various options that meet the provisions in the LGA,
Council has selected its preferred funding model which is being consulted on
as part of this Consultation Document. The model that we are consulting on and which is

discussed below relates only to Council’s funding contribution to the Dam project ($26.8m).

WHY IS COUNCIL PROPOSING THIS use of development contributions (DC’s) for water
FUNDING MODEL FOR THE DAM? infrastructure. This is currently estimated to be around

$1.9m over 30 years.
The funding model proposed is the best Council

believes can be achieved with our funding partners. APPORTIONING COSTS
The proposal secures additional funding for the project
to help fund our share, including a $7m grant from

the Government's Freshwater Improvement Fund (FIF
Grant), and a $10m interest free loan from CIIL (with a
savings estimated to be in the order of $500,000 per
annum in interest costs).

Council’s total capital contribution is $26. 8m. Figure
3 below shows how we propose to apportion these
costs across our ratepayers. Under the proposal a total
of $9.58m has been allocated to current and future
urban water extractors, and $17.2m towards benefits

generally gained by the environment and community.
Costs to the urban water users who are part of the

Urban Water Club would be reduced through the

Council FIF Grant
$26.8m $7m

T

\! \: 2 X

o Urban Water Club EQ::E;T;"LZI;TS CIlL Loan Add;::::iltg .
2m

0.58 10

$9.58m $4.29m ALY $2.91m

Future

Water rates and Targeted
charges rates

Reserves and
dividends

commercial
returns

Figure 3 - Council’s Proposed Funding Model

The costs/rate increases included in this proposal are only in relation to the Dam project. They do not include other
rates charges that may occur due to other revenue requirements or changes such as revaluation. All rate increases in
this document are estimates and are based on 2017/18 figures.
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PART A) EXTRACTIVE CAPACITY — URBAN WATER USE
FUNDING SHARE: $9.58M CAPITAL AND $242,000 ANNUAL OPERATING COSTS

Based on hectare equivalent shares, Council’s extractive allocation that is proposed to

be funded by our urban water users is 1,400 hae. This equates to $39.58m as Council's
extractive use share of the capital costs. We propose to fund the costs through a 30 year
Table loan, which would be repaid using the rating options as discussed below.

An estimated $1.9m of this would be funded through
development contributions for water infrastructure.
The remaining 425 hae is 50% (52.91m) of the
additional Dam capacity which we propose to fund

as part of the benefits that would be gained by the
environment and wider community. Of the proposed
dam company annual operating costs that Council
would be required to fund ($715,000 per year), we
propose that 34% (5242,000 per year) is funded by the
extractive urban water users.

Council extracts water from the Waimea River

and aquifers to supply the reticulated urban areas
including Richmond, Mapua and Brightwater. This
grouping is included within the Urban Water Club’.
Urban water account metered users are charged a
fixed service charge and a volumetric charge based
on water use and rural extensions are charged based

Figure 4 - Proposed Funding for Extractive Urban Water Use

Water Charges

Water Rates

on water restrictor volume. Council also has separate
agreements with large commercial and industrial water
users, and NCC for urban water supply to residential
properties in Nelson South. In the absence of a dam,
future urban growth in the Waimea Basin is confined to
the urban zone boundaries as existed in 2013.

It is proposed that the costs associated with
augmenting the community water supplies are funded
through the Urban Water Club. The Dam would provide
a more secure water source for both existing and future
residents and businesses with the incidents of water
rationing being greatly reduced to a one in 60-year
drought. The Dam would also provide the opportunity
for further residential and business development and
ensure there are no constraints within the next 100
years on future growth and development within the
wider Waimea area.

Proposed Option
Urban Water Club
through fixed and

volumetric charges or

based on water restrictor
volume, with costs
offset by development
contributions

Development
Contibutions

‘Includes 10 urban water supply schemes and their rural extensions, NCC water supply area and large industrials, and excludes Motueka urban water

supply.
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PART A) EXTRACTIVE CAPACITY - URBAN WATER USE (CONT)

ASSESSMENT OF OPTIONS

Council's proposed option is to fund some of our Dam
project costs through the existing Urban Water Clubin the
same manner as costs are currently apportioned via a fixed
service charge and volumetric charge.

This approach is consistent with Council’s practice of
funding District-wide water infrastructure through the
Urban Water Club. A portion of future costs may be

offset by including urban water supply development
contributions (DC’s) for all new residential and commercial
developmenits. These would ordinarily attract some form
of infrastructure cost sharing under Council’s policies and
resource management plan, and have been estimated to
cover approximately $1.9m of the capital amount. This
income and the annual operating charge of $242,000 have
been included in the rates and charges indicated below.

VOLUMETRIC WATER USE (M?)/YEAR

Dam Cost $ 510
Total = Fixed + Volumetric charge $41

Table 6 - Proposed Urban Water Club charges

Proposed funding options and alternatives

Repaying the loan for extractive use (including capital and
operating) increases the Urban Water Club costs by around
109 to both the fixed water rate and the volumetric charge.
In order to model the costs of the proposal we have used
the 2017/2018 rates as a basis for comparing expected
revenue requirements. Under the proposal the fixed water
rate would increase by $31 - from the current $320 per
year to approximately $351 per year, while the volumetric
charge would increase by 20 cents per cubic metre —up
from $2.08/m’ to $2.28/m°.

Based on metered water usage in 2017/2018, the full cost of
the additional volumetric water user costs per year are set
out below. For most water users, the expected or planned
average use of water across the Urban Water Club is 225m*
per connection per year.

521 546 $81

$51 §76 S$111

OPTION How ADVANTAGES AND DISADVANTAGES
Proposed Option Fixed service charge plus Advantages
Funding Council’s volumetric charge to meet the full - Maintains the current funding mechanism
extractive use costs +  Consistent with current Council practices
capital contribution Includes all users in the Urban for funding urban water supply
of $9.58m and Water Club - Table loan repaid over 30 years to ensure
operational of i i i
e Estimated fixed fee increase by intergenerational fairness
9 . 431 ction/ d Development Contributions (DCs) would
through the Per connection/ year an
year volumetric charge per cubic metre reduce the rates and charges
Urban Water Club 9ep

+ Inthe same way that other water supply
infrastructure is provided across the
District, most of the District helps meet
the Dam project costs rather than just
those who directly benefit.

Disadvantages

increase by 20 cents ($0.2/m?)

Rural water extensions to urban
water schemes estimated rate
increase would be from $605.92/
1m? of restrictor volume to

~5664.81/1m? of restrictor volume
+ Increases charges by 10% to pay for water

security and future demand
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Proposed funding options and alternatives (cont)

ALTERNATIVE OPTIONS HOow

Alternative Option 1:
Funding through

the existing Urban
Water Account with
differentials

Alternative Option 2:
Targeted rate for the
Waimea Community

Dam project

Fixed service charge plus
volumetric charge remains
unaffected by costs of the Dam
for properties outside the Zone of
Benefit (See page 32)

There would be a higher charge
(called a differential) to cover the
Dam project for all properties in the
Zone of Benefit.

This would also include Rural water
extensions to urban water schemes

This would resultin a 12-13% fee
increase. The fixed charge would
increase by $41. The volumetric
charge per cubic metre would
increase by 25 cents.

Based on expected average water
use of 225m?/year an increase of
$97 would be typical.

Rural water extensions to urban
water schemes estimated rate
increase would be from $605.92/
1m’ of restrictor volume to
~5%677.99/1m* of restrictor volume

Targeted rate based on cents in
dollar of capital value. Applied
District wide or to properties
in Zone of Benefit excluding
properties which are classified
as non-rateable by the Local
Government Rating Act 2002

For District wide the calculated
rate would be $0.000065/dollar
of capital value. Example charges
would range from $16 for a 5250k
CV to $65 fora $1m CV.

Applied only to the Zone of Benefit,
rate would be $0.000174/dollar of
capital value. Charges would range
from $44 for a $250k CV to 5174 for
asimcv

ADVANTAGES AND DISADVANTAGES

Advantages

Based on the current funding mechanism
Can target direct beneficiaries

Disadvantages

Undermines the current basis of charging
through the Urban Water Account,
potentially requiring Council to move

to a catchment based approach for all
catchments in the water account.

Creates a precedent for future urban water
projects in the District being funded by
the community directly benefitting
Would require a fundamental change

to or disestablishment of the Urban
Water Account policy and practices. This
would adversely impact on the smaller
settlements in the District

Creates significant added complexity and
adds increased costs in the administration

Advantages

.

Could be used with differentials
Relatively simple to apply

Disadvantages

CONSULTATION DOCUMENT OCTOBER 2017 - PAGE 29

Mew targeted rate to be established
Doesn't incentivise water conservation as
no increase in volumetric charge

If only on the Zone of Benefit, it creates
precedent for future urban water schemes
in the District being funded by the
community directly benefitting. It would
also create a precedent for future projects
to be funded outside the Urban Water
Account.
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PART B) ENVIRONMENTAL AND COMMUNITY BENEFITS
FUNDING SHARE: $17.2M CAPITAL AND $473,000 ANNUAL DAM COMPANY OPERATING COSTS

It is proposed that thirty percent of the benefits that would be achieved by the Dam are
benefits to the environment and community generallu. These benefits have a proposed capital
contribution of $22.77m, which would be partly funded bu the Government’s FIF Grant of
$7m, and NCC's nominally proposed contribution of $1.48m.

The remaining portion for Council to fund is $14.29m, of
which we propose $10m is funded through the interest
fee CIIL loan, and $4.29m by the Urban Water Club. In
addition, Council’s proposed share of the additional
dam capacity of $2.91m has been allocated to this area,
making our total funding share $17.2m.

Of the proposed dam company operating costs that
Council would be required to fund ($715,000 per year), we
propose that 66% ($473,000 per year) is funded by those
that gain environmental and general community benefits.
We propose to take out a 30 year Table loan to fund the
$4.29m and to repay this loan using the rating options
proposed below.

Councils'fund community benefits where the whole
community can benefit to a greater or lesser degree, In
these situations a form of targeted rate is applied. We
already do this for example, for flood protection; and
funding of economic development through the Nelson
Regional Development Agency.

While the current and future community and environment
benefits are shared by all in the District to some degree, it

PAGE 30 - SECTIONTWO / PROPOSALS

could be considered that for the Dam project, properties
in the Waimea basin ie in a Zone of Benefit (see page 32)
are likely to benefit to a greater degree. Therefore Council
is proposing to use a combination of a fixed District wide
targeted rate, and a targeted rate based on capital value
for properties in the Zone of Benefit to refund part of the
loan ($4.29m). The remainder ($10m loan from CIIL, and
Council's share of additional Dam capacity) would be
funded through Council's commercial activity dividends
and surpluses.

The proposed funding model for capital costs attributed

to the benefits that would be derived by the environment

and general community is shown below in Figure 5.
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Targeted
rates: $4.29m

Revenue and
surpluses:
$12.91m

Proposed Option

A fixed District wide targeted rate,

and a targeted rate for those in the

Zone of Benefit based on the capital
value (CV) of their property

Proposed Option
Council’s commercial activity
income and surpluses - $10m CIIL
loan and $2.91m unsubscribed/
unallocated Dam capacity

Figure 5 - Options for Funding the Environmental and Community Benefits from the Dam
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WHO IS IN THE ZONE OF BENEFIT?

Itis proposed that the Zone of Benefit includes those properties in the Waimea area with water available or supplied
from the river and aquifers of the Waimea Plains. It would include the reticulated urban water supply for Richmond,
Best Island, Mapua, Brightwater and their rural extensions, and areas of low flow connections including some Redwood
Valley properties. Proximity to where more direct benefits would be achieved from the dam, such as additional
employment, economic opportunities, social, cultural, and recreational benefits have also been considered in defining
the aerial extent of this Zone. Figure 6 shows the properties that Council proposes to include in the Zone of Benefit.

Zone of Benefit
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Figure 6 - Proposed Zone of Benefit
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FUNDING PROPOSAL

In order to fund the costs associated with the

benefits that would be gained from the Dam by

the environment and general community (54.29m),
Council proposes that costs are apportioned 70% to
all ratepayers within our District as a fixed charge, and
30% to the Zone of Benefit ratepayers based on the
capital value (CV) of their property.

Tables 7 and 8 below shows the impact on Tasman
ratepayers across the range of scenarios reviewed to
arrive at the proposed option. These include the total
costs ($4.29m) being spread across all ratepayers in
the District as a fixed District wide targeted rate (which
would equate to $42 per property per year), a 50/50
cost share (50% would be funded through a fixed
District wide rate and 50% by ratepayers in the Zone of
Benefit based on the property CV), and the proposed
option of a 70% District wide charge and 30% Zone of
Benefit cost share.

To calculate the Zone of Benefit rates, we have used
current rating property valuations, The District is
currently undergoing a district-wide revaluation with
values being released in December. The effects of the
revaluation on any rates set based on capital value will
be incorporated into the rates set from 1 July 2018.

Please also note that the rates and charges above are
not likely to reach these levels until after three years
(2021/2022), when the Dam is fully operational.

COST SHARE FIXED DISTRICT WIDE TARGETED
¥ RATE

50% 521

70% 529

100% $42

Table 7 - Zone of Benefit charging options

Under Council's proposed option (70/30 cost share),
the fixed District wide targeted rate would be $29 per
property per year. For those in the Zone of Benefit with
properties with a capital value between 250,000 to
$1m, they would pay between $43 to $85 including the
fixed District wide targeted rate.

For someone in the Zone of Benefit with a property
capital value of $600,000, under this proposal they
would pay a total of $63. This includes the fixed District
wide rate of $29 plus the Zone of Benefit CV charge

of $34. For all other Tasman ratepayers that receive an
indirect benefit from the Dam, they would only pay the
fixed District wide charge estimated to be $29.

Note: as discussed above in Proposal 1, if a Tasman
ratepayer has their drinking water supplied through
Council's urban reticulated network or through a rural
extension to that network and they are in the Urban
Water Club, they would also pay additional charges.

ZONE OF BENEFIT CAPITAL VALUE

cosT

SHARE

% RATE PER % DF CV {INCL GST) $250,000 $400,000 $600,000 $750,000
50% 0.000092 §23 §37 455 560 592
Total 544 $58 5§76 $90 $113
30% 0.000055 $14 $22 $34 542 556
Total $43 $51 $63 $71 £85

Table 8 = Funding Options for Environmental and Community Benefits
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ASSESSMENT OF OPTIONS

As discussed, Council's proposed option to fund the Dam project charges that are allocated to this area include:

+  afixed District wide targeted rate

« atargeted rate on properties in the Zone of Benefit based on property CV

+  the use of Council's accumulated surpluses and revenue from its commercial activity.

Although there is no precise analytical approach for apportioning a differential in the benefits achieved by the Dam
to the environment and community generally, the funding proposal recognises that those properties in the Zone of
Benefit realise these environmental and community benefits to a greater degree, so should fund a higher proportion

of those costs.

Proposed funding options and alternatives

Proposed Option A flat fixed targeted rate on all
AFixed Charge across  District ratepayers ($29/property/
the District and a year) plus a targeted rate on
Targeted Rate on properties in the Zone of Benefit
those in the Zone of based on the properties capital
Benefit value

Applied only to the Zone of
Benefit, the capital value targeted
rate would be $0.000055/dollar
of capital value. Example charges
range from $14 for a $250,000 CV
to $56 for a $1m CV. These totals
exclude the additional fixed rate
of $29

PAGE 34 - SECTIONTWO / PROPOSALS

ADVANTAGES AND DISADVANTAGES

Advantages

Easy to administer alongside existing
rating mechanisms

Accounts for value/scale of activity per
rateable unit

Provides a fair mechanism to apportion
the environmental/ community benefit
costs

Consistent with current District wide
funding of activities

Disadvantages

Depending on how the costs are
apportioned, the cost share may not be
viewed as fair and reasonable

Some Tasman ratepayers outside the Zone
of Benefit may object to contributing
towards the Dam costs
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ALTERNATIVE OPTIONS HOw

Alternative Option 1:

Funded through
the Uniform Annual
General Charge
(UAGC)

Alternative Option 2:

Funded through a
General Rate across
the District based on
Capital Value (CV)

Alternative Option 3:

General rate with
differential for land
use activity

A flat fixed charge on all District
ratepayers

The increase in the UAGC would be
$42 per property per year

The rate based on CVs across the
District

The general rate increase would be
~2.6%

A different amount per $ CV for unit
type. eg residential, commercial,
rural, tourist services

ADVANTAGES AND DISADVANTAGES

Advantages

« Easy to administer alongside existing
rating mechanisms

Disadvantages

+  Does not recognise the nature or scale
of additional benefits to those who also
directly benefit from the augmented
water supply.

+  Not the most cost-effective way to meet
the present and future needs of water
users.

Advantages

« Easy to administer alongside existing
rating mechanisms

Disadvantages

+  No differentiation between land use or
location from a beneficiaries' perspective

+ Likely to arouse wide debate and
objection from the community

« High value properties in outlying areas
of the District, eg Golden Bay, would pay
significant rates

Advantages

« Recognises benefits of the Dam project
to different activities. eg businesses and
tourist services are more likely to benefit

«  Accounts for scale/value of activity

Disadvantages

«  Requires evidence and justification that
would be relatively difficult to provide

« Difficult to prove benefits to areas further
away from the Zone of Benefit eg Golden
Bay and Murchison

+ Likely to arouse wide debate and
objection from the community

+ High value properties in outlying areas of
the District would pay significant rates

CONSULTATION DOCUMENT OCTOBER 2017 - PAGE 35
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ALTERNATIVE OPTIONS HOw ADVANTAGES AND DISADVANTAGES

Alternative Option 4: General rate (CV) with a differential Advantages

General rate - with for Golden Bay and Lakes +  Recognises accessibility of community

location differential Murchison Wards. For example, benefits based on furthest distance from
these areas pay 50% of the rate Zone of Benefit

paid by other Wards ratepayers Disadvantages

+  Shifts rates burden more to the areas of
direct benefit and does not recognise
wider environmental and community
benefits of the project

«  Major shift in Council’s Rating Policy
which is likely to have flow on effects to
other general rates funded activities, for
example roading

Alternative Option 5: Targeted fixed rate on extractive Advantages
Targeted rate on users including irrigators on the «  Shifts rates burden to the area of direct
extractive water users  aimea Plains and the Urban Water henefit

Account Disadvantages

«  May not meet the requirements of the
Local Government (Rating) Act if based on
avolumetric charge.

« Apportions all costs to direct beneficiaries
and does not recognise that there are
wider benefits to the environment and
community generally of the Dam project

«  Would be difficult to administer as it
would be based on water permits for
irrigation

«  Would be unaffordable for WIL affiliated
members with current costs in the top
quartile of what irrigators could meet
($5000 - $5500 per hectare/share plus
initial operating costs of $550-$600/ha/
year)

«  Would significantly increase costs for
those ratepayers in the Urban Water Club

PAGE 36 - WAIMEA COMMUNITY DAM
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PROPOSAL 3 - CREDIT SUPPORT OF CIIL'S LOAN TO

THE DAM COMPANY FOR WIL

THREE

why Is Council Proposing to Provide Credit Support for this Loan?

Council proposes to provide credit support of $29m for ClILs loan of up to $25m to the dam company for WIL. The
reason why the credit support is $29m for a $25m loan is because from day one, the potential maximum liability of the
loan would be $29m once the costs and interest are capitalised. Credit support for ClIL is one of the terms negotiated
by the parties. Council’s proposed option is to provide the guarantee as we are is the only party that has the financial
strength to do so, and in the unlikely event of WIL defaulting, we would be most likely to step in to protect our
investment, to secure the wider community benefits, and to meet our financial obligations under the Public Works Act.
Provision of the guarantee means that project funding comes at a much lower interest cost to the project compared
to commercial interest rates and enables the project to leverage $15m of private sector investment from irrigators

through WIL.

Council would need to provide credit support to ClIL
ifthere was a widespread failure of payment of water
charges from WIL shareholders. This is considered to
be unlikely as WIL propose to have significant remedies
available in the event of non-payment by individual
shareholders. This would be in accordance with its
Constitution and shareholder agreement.

As a result of Council providing full credit support, CIIL

is providing a $10m interest free loan to Council over

11 years, which would result in a $500,000 savings for
Council in interest costs. The favourable loan terms from
CIIL reflects Council providing credit support. The credit
support also enables Council to leverage $15m of private
sector investment from irrigators through WIL to the Dam
project.

A condition of the CIIL $10m interest free loan, is that
the funds must be allocated to the environment and
general community benefits accruing for the Dam. It
cannot be used to fund our extractive water use costs.

We propose to repay this loan in two $5m repayments
at years 6 and 11 by using revenue and budgeted
surpluses from our commercial activity portfolio.

WHAT HAPPENS IF WIL CANNOT
REPAY THEIR LOAN?

In the situation where WIL is unable to service the CIIL
loan to the dam company, then Council as guarantor
for this loan would be required to pay the outstanding
amount to ClIL. Council’s preferred option in this
scenario would be to refinance the outstanding loan
amount through the Local Government Funding

Agency (LGFA) with all costs and repayments recovered
from WIL affiliated property owners via a targeted rate.

ALTERNATIVE OPTIONS TO
PROVIDING CREDIT SUPPORT

There are five potential options by which Council could
fund its allocation to capital costs for the Dam, without
the need to provide credit support for the ClIL loan. It
has previously discounted three including:

1. fully rate funding the Dam project -this was
consulted on in 2014 and rejected both by the
community and Council. Taking this approach
would mean losing the low interest rate loans from
CIIL ($10m plus $25m), and equity investment from
WIL ($15m).

2. apartnership with a private investor - the risks
associated with a commercially driven model for
water pricing, and potential conflicts with Council’s
regulatory roles were assessed as too high.

3. Council providing partial credit support capped
at $12 -515m. This was rejected as CIIL requires
a high degree of control over procurement and
construction of the Dam project as it is taking
a higher risk, as is customary for this type of
funding. This option also exposes Council to
paying expensive compensation should it exercise
a number of its regulatory and LGA powers deemed
to be to the detriment of WIL or ClIL as a lender.

The remaining two viable options are summarised in
the following table.
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CIIL Credit Support — Proposed Funding Options And Alternatives

PROPOSED OPTION HOwW

Proposed Option CliLs funding of WIL through the
Council provides full dam company would have full
credit support of the credit support from Council of
CllL Loan $29m

ALTERNATIVE OFTIONS HOwW

Alternative Option 1: Council would loan $22.12m
Council directly funds - $25m to WIL (via the dam

WIL company) We would fund this loan

through the Local Government
Funding Agency (LGFA)

PAGE 38 - SECTIONTWO / PROPOSALS

ADVANTAGES AND DISADVANTAGES

Advantages

Has support of all funding partners

Council has majority shareholding and
control of the Dam project

Other CIIL funding is not put at risk

Funding comes at a lower interest cost to
the project

Disadvantages

Council faces risks associated with any
loan default by WIL in the event that there
is widespread failure of WIL Shreholders to
pay their water user charges

ADVANTAGES AND DISADVANTAGES

Advantages

.

Water charges to irrigators would be used
to repay the loan

Council would have full control of the Dam
project

Loan agreement would be simplified and
also avoids financing and oversight costs
in the ClIL arrangements

Disadvantages

-

Council would not be able to access the
concessional loans from CIIL or their
irrigation accelerator grant funds

WIL would incur more expensive
borrowing and other associated costs, and
therefore likely to reject this option
Council would need to raise additional
funds through the LGFA
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HOW DO THE PROPOSED FUNDING
PROPOSALS AFFECT YOU AND YOUR RATES?

By adopting the proposed rating options, this means Council would fund its share of the
Dam project costs (capital and operating) via a layering approach as shown in Figure 7.

Under this proposed scenario it means that:

Every ratepayer in the District would contribute
to the fixed District wide targeted rate of $29 per
property per year

Those in the Zone of Benefit would pay the fixed
District wide targeted rate plus an additional
charge based on their property CV, plus the fixed
and volumetric water charges if they are in the
Urban Water Club.

Those in the Urban Water Club, outside the Zone of
Benefit, would pay the fixed District wide targeted
rate, and the fixed service charge and volumetric

Urban Water Account:
Fixed service charge and volumetric
water charge or based on water
restrictor volume

charges for their water. This is consistent with other
projects funded through the Urban Water Club.

For irrigators on the Waimea plains affiliated to WIL,
they would pay the fixed District wide targeted rate,
plus the Zone of Benefit additional charge based
on their property CV, plus the WIL subscription
costs. If they are also in the Urban Water Club or on
a rural water extension to an urban water scheme,
they would also pay the fixed service charge and
volumetric water charges.

Irrigator Charges:
Affiliation to WIL -shares
purchase + water charges

Zone of Benefit:
Targeted rate based on CV (0.000055 per $CV)

District Wide:
Fixed charge - $29 per property per year

Figure 7 — Proposed Rating Methods and Charges
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To fund the costs apportioned to the environmental
and community benefits generally, Council is
proposing that every ratepayer in the District would

contribute a fixed District wide targeted rate which is
estimated to be $29 per property per year. For those in
the Zone of Benefit (see Figure 6) they would also pay
an additional charge based on the capital value of their
property. Examples of the range of costs ratepayers
could expect to pay, if they are in the Zone of Benefit
are shown below.

Capital Value $250,000 $400,000 $600,000 $750,000 $1m
Total cost 543 551 $63 571 $85
Table 9 - Zone of Benefit Examples of Cost

The proposed increase in costs to the Urban
Water Club would be in the range of 10%.
Waler rate charges have been calculated
taking into account an expected income
from development contributions of $1.9m.

Based on a 10% increase:

+  the fixed water rate would increase by 531 - from
the current $320 per year to approximately $351
per year

+  the volumetric charge would increase by 20 cents
per cubic metre from the current $2.08/m* to
$2.28/m?

Based on metered water usage in 2017/2018, the
additional volumetric water user costs per year are
set out below. For most water users, the expected or
planned average use of water across the Urban Water
Club is 225m? per connection per year.

Volumetric water use 50m?® 100m?
{m*)/year
Total Cost $ $a §51

Table 10 - Volumetric Water Charges

Waimea irrigators (through WIL) would be invited to
buy shares in the dam company. The share price is
estimated to be between $5000 to $5,500 per hectare
per share. The final share price will be determined
and set out in a product disclosure staterment, which
will require sign-off from both the WIL Board and the
Financial Markets Authority.

Shareholders will also pay an estimated annual water
user charge of between $550 to $600 per share, with
the exact amount yet to be confirmed. Each share and
annual charge relates to a prescribed amount of water
to extract, set at 300 m*/ha/week. The mare water
required by an irrigator, and/or the larger the land area
to irrigate, the more shares they may need to purchase.

In addition to the WIL charges and costs, irrigators who
purchase shares, and in doing so, affiliate their water
permits, would also pay the proposed Council rates
and charges applicable to their properties. That is, the
fixed District wide targeted rate estimated at $29 per
property per year, the Zone of Benefit CV costs, and if
they are on Council’s reticulated network, the Urban
Water Account fixed fee and volumetric charges. Those
on rural water extensions to the urban water schemes
would also pay increased charges.

225m? 400m?

576 5111
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WHAT CHARGES WOULD YOU PAY?

The table below provides some examples of the estimated charges a range of properties would pay towards the

Dam project for Council’s share of the Dam costs including our capital and operating contributions. The charges are
based on whether or not your property is in the Zone of Benefit and whether you receive water as part of the Urban
Water Club. The rates and charges also include the Council’s proposed share of the annual operating costs for the dam
company and $2m of Council project costs.

EXAMPLES PROPERTYCY  URBAN FIXED Z0B
WATER DISTRICT CHARGE

CHARGE*  CHARGE

Richmond/Best Island $250,000 576 $29 $14 5119
Richmend | $750,000 | $76 $29 | 542 | 5147
Mapua $600,000 $76 $29 $33 5138
Brightwater/Hope 5400,000 576 529 §22 5127
Kaiteriteri $1 million 576 $29 n/a 5105
Murchison, Wakefield, Pohara, n/a 576 529 n/a 5105

Collingwood & Tapawera

Upper Moutere, Motueka and nfa nfa $29 n/a 529
Takaka (excluding Upper Takaka)

* Urban Water Club - based on average volumetric water use of 225 cublc metres per property per year. A user on a rural extension with a 1m’ restrictor
volume would have an urban water charge increase of $59, as they pay 80% of the volumetric rate multiplied by 365, per 1m? of restrictor volume.

Table 11 - Estimated impact of Rates and Charges

Online calculator: Head to www.tasman.govt.nz/feedback to work out the likely
effect of the proposals on your rates and charges. You may need to know your

property capital value and annual water usage.
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YOUR SUBMISSION

You can make a submission on any part or all of this Consultation Document (Statement of
Proposal). Tell us what you think of our proposal and proposed options. Either use the form in
our Summary Document (insert link) or make your submission online at www.tasman.govt.nz/

feedback

Please note: Or
All submissions, including names and contact details
will be made available to Councillors and the public
through Council’s website,

Please send your submission to:

Waimea Community Dam submissions, Tasman District
Council, Private Bag 4, Richmond 7050

HEARING DATES AND TIMES

Richmond 11 December 2017 9.00am - 4.30pm

13 December 2017 9.00am - 4.30pm
Takaka 12 December 2017 1.00pm - 3.00 pm
Motueka 15 December 2017 9.30am-12.30pm

drop your submission into Council at 189 Queen

Street, Richmond, or to your local library or service
centre.

We must receive your submission by Sunday 26
November 2017.

6.00 pm - 9.00 pm
6.00pm -9.00 pm
3.30pm-6.30pm
1.00pm-5.30pm

PUBLIC MEETINGS

WHERE WHEN

Tasman Area Community Assn Wednesday 25 October

Meeting 2017

Rotoiti Tuesday 31 October
2017

Murchison Tuesday 31 October
2017

Brightwater Wednesday 6
November 2017

Motueka Market Sunday 5 November

2017

Richmond Thursday 9 November
2017

Mapua Saturday 11 November

2017

Mapua Districts Community
Assn Meeting

Monday 13 November

PAGE 44 - SECTION FOUR / YOUR SUBMISSION

TIME AND PLACE

7.30 pm, Tasman School

1.00 - 3.00 pm Drop-in Session, Lake Rotoiti Hall

6.00-8.00 pm Drop-in Session,
Murchison Recreation Centre

5.30pm - 7.00 pm Drop-in Session
Brightwater School
7.30 pm - Community Assn meeting BGW School

9.00am - 12.00 pm Drop-in Session

5.30 - 7.00 pm Drop-in Session, Council Chamber,
Tasman District Council office

10.00am - 12.00 pm Drop in Session, Mapua Wharf
Precinct

7.00 pm, Mapua Hall

Agenda

Page 64



Tasman District Council Full Council Agenda — 19 October 2017

PUBLIC MEETINGS (CONT)

WHERE WHEN TIME AND PLACE

Golden Bay Tuesday 14 November 2017 10.00 am, GB Service Centre, Takaka
Community Board

Meeting

Collingwood Tuesday 14 November 2017 12.00 pm - 2.00 pm Drop-in Session,

St Cuthbert’s Anglican Church, Collingwood

Takaka Tuesday 14 November 2017 4.00pm - 5.30 pm Drop-in Session,
Golden Bay Service Centre meeting room

Moutere Hills Wednesday 16 November 2017 7.00 pm, Upper Moutere Community Centre
Residents Assn

Meeting

Richmond Mall Saturday 18 November 2017 10.00am - 12.00 pm Drop-in Session
Wakefield Community Tuesday 21 November 2017 7.30pm, St John's Centre, Wakefield

Council meeting

Motueka Tuesday 21 November 2017 3.00 pm - 4.00 pm Drop-in Session
Motueka Service Centre 4.00 pm, Motueka
Community Board meeting, Motueka Service Centre.

Tapawera and District Tuesday 21 November 2017 8.00pm, Tapawera Community Centre
Community Council
meeting
Richmond A & P Show Saturday and Sunday Richmond, all day
25 and 26 November 2017
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QUESTIONS AND ANSWERS ON THE
WAIMEA COMMUNITY DAM

QUESTIONS ANSWERS

Why do we need a Dam? Water security is a vital for urban water supply, economic and
environmenital sustainability and growth. Water rationing has
occurred in dry months in urban areas most years since 2001,
we lack water security for irrigators and other businesses in
Summer, the health of the Waimea River is declining, and we face
constraints on growth,

If we do not build the Dam there would be significant new water
restrictions for businesses, irrigators and residential users most
years.

What are the water rationing rules under the Details of these can be found in the TRMP

?
L s N S A Step 3 rationing —which according to the MWH study could

occur 9 out of every 10 years (based on the last 16 years of data).
This would require the greater of a 25% reduction in urban
water consumption and a 50% reduction in water for those with
consented takes.

Step 5 rationing (which could occur one out of every 6 - 10 years
based on last 16 years of data {(MWH)) allow for water takes of
only 0.125 m? per day for essential human health.

Do we really have an urban water shortage Council engaged consultants MWH this year (2017) to provide an
problem? update on their 2011 work on our 100 year water demand and
supply modelling.

The MWH report concluded that of the areas reliant on Waimea
water supply for urban use, including Richmond, Waimea basin,
Brightwater, and Hope, in nine out of every 10 years there would
be significant water rationing. This is based on Step 3 rationing
where there would need to be a 25% reduction in urban water
consumption and a 50% reduction in any consented take,

Who will benefit from the Dam? - Current and future households and businesses who would
have their water supplied through the Waimea urban water
scheme including Richmond, Brightwater, Hope and Mapua.

« Irrigators on the Waimea Plains

+ Businesses and homes in Nelson South (as Council supplies
9% of Nelson's water)

«  Water users in the wider Nelson Tasman region in the case of
an emergency

«  The Waimea River with increased flows improving and
protecting the life supporting capacity of the river.

«  Recreational users of the river and its environ with the
improved river flows and river health
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QUESTIONS ANSWERS

What happens if there is no Dam? +  Aless stable, less healthy river

+  Less water for urban use and more frequent and greater
water restrictions

+  Less water for irrigation, reduced security of supply
+  Future growth would be constrained in the District

+  The New Zealand Institute of Economic Research (2017)
report suggests that the Nelson-Tasman economy would
be 520 million smaller each year on average with water
allocation cuts of 20%, and $49 million smaller with cuts
of 35%.

+  The Northington Partners Report (Novemnber 2016)
estimated the potential financial and economic loss from
a no dam option at $700m. Of this total, an estimated
$29m was the lost opportunity cost of environmental
improvement in the river system.

+  Council would need to find an alternative water
augmentation method. The alternative methods
reviewed are more expensive and would take many years

to develop.
How did we decide that the Waimea Dam was There's been research and debate around water
the best option? augmentation since 1993. Following the drought of 2001,

the Waimea Water Augmentation Committee (WWAC) was
established to find a solution to the acute water shortage
in the Waimea Plains.

Many alternatives have been explored and evaluated
against water demand needs, engineering, social and
environmental concerns, consentability and impact on
affected residents.

Council has concluded that the most affordable solution
for the community and funders is the Waimea Community

Dam.
Can we solve the problem by being more Council staff and external analysts have studied the
efficient with our water use? benefits that could be achieved by greater water

conservation efforts. While there are savings to be made
with such efforts, they are not enough to solve the
Region's water problems.

Savings from implementing water saving devices have
been included in calculations for future water dernand.
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QUESTIONS ANSWERS

What are the costs of the Dam?

What is the final price to build the Dam?

Why is Council’s contribution greater than $25
million in the Long Term Plan 2015 - 20257

Why should Council provide credit support for
the WIL loan from CIIL?

Have enough irrigators committed to paying for
the project?

What happens if irrigators can’t pay their way?

The current estimate of capital cost to complete the
Dam project is $75.9 million, including Dam construction
costs of $50m. Total annual operating costs for the dam
company have been assessed at $1.4 - $1.5m per year.

The construction cost of the Dam is estimated to be $50m.
This has been calculated with a 95% confidence level. This
means that within the overall budget, $13.5m has been
allowed for changes in scope and unexpected costs.

We expect to have a negotiated construction price in early
2018.

Estimated costs have increased and Council is now
funding all costs attributed to benefits received to the
environment and community generally.

Credit support is critical to securing the ClIL funding of up
to $25m to the dam company. Providing credit support
significantly reduces interest costs and assists irrigators to
pay back the loan quicker.

WIL has obtained expressions of interest from irrigators
over the 3000 shares required. These figures have been
independently verified.

See www.tasman.govt.nz/feedback

WIL is due to issue a Product Disclosure Statement
[prospectus) in November 2017 to formally seek irrigator
interest.

In the event that WIL does not raise the full $15min
subscriptions from irrigators (current and potential), then
Council, WIL, and CIIL would need to fully re-evaluate the
project economics. Without the minimurm 3000ha irrigator
support the entire project is at risk.

Ifirrigators default on the loan from CIIL, Council would be
required to pay the outstanding balance to CIIL plus any
ClIL costs. Council's preferred option would be to recover
the amount through a targeted rate on all WIL affiliated
property owners.
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QUESTIONS AND ANSWERS ON THE
WAIMEA COMMUNITY DAM

QUESTIONS ANSWERS

Do we have a resource consent for the Dam? Yes, the resource consent was granted on 26 February
2015. See www.tasman.govt.nz/feedback

The consent covers the construction, operation and
maintenance of a dam and associated infrastructure on
the Lee River in Tasman District, as part of the Waimea
Water Augmentation Project.

How does the Dam work? The Dam scheme involves capture of river flows into
storage in the reservoir behind the Dam but leaving a
required residual flow in the river below the Dam at all
times. The stored water in the Dam reservoir can then be
released in a controlled manner, during periods of high
water demand and/or low natural river flows.

This flow release augments both the river flows to meet
instream requirements all the way down the river to
Appleby and the sea, with water also available to recharge
the aquifers connected to the river, Water abstraction can
either happen from the aquifers connected to the river,

or directly from the river. Most current users are from the
adjacent aquifers.

What is the risk of Dam failure? Extensive work has been carried out on the seismic
conditions at the Dam site. Dam design is required to meet
new engineering standards following knowledge gained
after the Canterbury, Seddon and Kaikoura earthquakes.
Tonkin & Taylor Ltd have recently commissioned an
updated research from GNS, and this has in turn has
been independently peer reviewed by OPUS. Detailed
design would take the risk of an earthguake and seismic
activity into account. The proposed concrete faced rockfill
dam design has a very high level of resilience to seismic
loading.

How will the dam affect river habitat? The Dam would mean that some of the river and its
riparian habitat would be submerged. The resource
consent conditions for the Dam require regular
monitoring of water levels and guality in the lake as well
as in the river downstream of the Dam. There are also
requirements for restoration and re-establishment of
various native plant-life in the area.
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QUESTIONS ANSWERS

Would the Dam negatively impact water quality
and swimming sites?

Does building the Dam increase nitrate levels
from more intensive land use?

How can I make a submission?

Why don’t we reduce the size of the Dam to save
money?

Is my property in the Zone of Benefit?

How much are irrigators paying?

Why don't irrigators pay for the whole cost?

The Dam would improve water quality and swimming sites
by maintaining regular flows that flush water through the
river system. The minimum river flow requirements would
mean an improved river and ecosystem which is healthier
and better able to be used and enjoyed by recreational
users. Improved flows in the river would also better
protect against salt water intrusion into the aquifers, the
risk of which could increase with our changing climate.

Building the Dam would mean current water users would
have improved security of water supply. There would also
be the opportunity to increase the scale of irrigation.
This may impact on nitrate levels, but this risk would be
managed through nutrient management plans provided
for in the Tasman Resource Management Plan.

The increased flow in the river would also improve river
water quality. Ongoing monitoring of groundwater would
also better inform impacts of increased recharge to
groundwater due to Dam flow releases.

The environmental effects of the Dam were considered
during the resource consent process and consent
conditions address these issues.

You can make a submission online through our website
www.tasman.govt.nz/feedback, or by filing out the form in
our Summary Document www.tasman.govt.nz/feedback

Reducing the size of the Dam does not significantly
reduce costs associated with constructing the Dam (see
page 12 SOP) The design capacity of the Dam is designed
to meet predicted water supply needs for next 100 years
and protect against a one in 60 year drought.

See page 32 of this Consultation Document

Irrigators are paying 48.9% of the capital costs to
complete the Dam project. This equates to $37.12 million
which would be funded through a loan of $22.12m from
CIIL (which must be paid back in 15 years), and $15m of
irrigator equity.

Only a proportion of the Dam's water is required for
irrigation, the rest is needed for urban water supply and to
augment the flows in the Waimea River.
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PAGE

QUESTIONS AND ANSWERS ON THE
WAIMEA COMMUNITY DAM

QUESTIONS

Who would control the Dam?

ANSWERS

Under the proposal Council has the majority shareholding
and would appoint the majority of the Board directors of

the Dam.

Will the Dam provide water in all drought The Dam is designed to secure supply in a one in 60 year

conditions? drought. This means that during those droughts our urban
water consumption would be restricted and there would
be potential cut-backs in water supply.

Why don’t we extract water directly from the To do this would involve installing new infrastructure to

Dam and/or Waimea River?

extract the water from the River. The plan is to use existing
groundwater bores to take the water from the aquifers,
therefore avoiding the need for new pipes, pumping
stations etc. Using existing bores also avoids the need for
further water treatment costs, as river water would need a
higher level of treatment. The water in the river would still
need to be augmented by the Dam.

WHERE CAN YOU FIND MORE INFORMATION?

Please go to our website to view any of the following reports

www.tasman.govt.nz/feedback

«  Summary of the Consultation Document
(Statement of Proposal)

+  Section.101(3) Local Government Act 2002 analysis

+  Assessment of Alternative Options to the Waimea

Community Dam

+  Resource Consent for the Waimea Community Dam
+  More frequently asked questions

Seismic Assessment Reports
- Economic Assessment Reports

+  Waimea Community Dam Submission form
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GLOSSARY

CcCo:

CCTO:

CliL:

Equivalent hectare (hae):
FIF Grant:

Financial Close:

LGFA:

Council Controlled Organisation

Council Controlled Trading Organisation (i.e.a CCO that Is
trading for profit)

Crown [rrigation Investments Limited
This is used to convert consented volume of water into an
equivalent area of land, based on an allocation of 300m* of

water per hectare per week

Freshwater Improvement Fund Grant of $7m from Ministry for
the Environment

When tender price has been confirmed and all parties have
committed their funding, expected May 2018

Local Government Funding Agency

Litres per second (l/s):
LTP:

M3

NCC:

TRMP:

UAGC:

Urban Water Club:

Volumetric Charge:
WIL:

Water Augmentation:

1 I/s equals 86.40 cubic meters per day (m*/d)
Long Term Plan

Cubic Metre. (1m® equals 1000 litres)

Nelson City Council

Tasman Resource Management Plan

Uniform Annual General Charge (a‘Flat Rate’ charged to all
properties as part of general rates).

Includes 10 urban water supply schemes (excluding Motueka),
rural extensions to urban schemes through a low flow
restricted water connection, NCC water supply and large
industrial users.. They are grouped together for the purpose
of allocating the costs of urban water supply and related
infrastructure. The charge is consistent across all members of
the Urban Water Club

A charge for the cubic metres of water used
Waimea Irrigators Limited
The process of storing water when it is plentiful and then

releasing it to improve water flows, commonly during periods
of drought

Zone of Benefit:

Unit Calculator:

The area which receives a more direct benefit from water
augmenting the Waimea River and its aquifers (page 32)

https://www.convertunits.com/from/(cubic+meters)+per+day/
to/litres+per+second
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e/ flree Yo contact wus:

tasman

- district council

Tasman District Council Richmond Motueka Takaka

Wi o c '8 Comme

Email ir man.govt.nz Faomme
Website www.tasman.govt.nz

24 hour assistance
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WAIMEA COMMUNITY DAM
SUMMARY CONSULTATION DOCUMENT

Consultation closes — Sunday 26 November 2017

Aaa tasman
N 4

district council
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INTRODUCTION

The Waimea Community Dam is the preferred option for providing a secure water supply for urban
and rural homes and businesses in the Waimea Plains area, now and for the next 100 years.

From 21 October to 26 Novernber 2017 we are consulting
on the ownership, governance and funding options for
the dam. This is your opportunity to let us know how you
think we should share the Council's dam costs amongst
ratepayers and water users, and approach its ongoing
management.

We have consulted you before on how to fund the dam,
back in 2014. The proposal befare you now is very different.
Ratepayers are not being asked to carry the full $75.9
million cost of the project. The Council’s contribution to

the dam'’s capital costs is $26.8 million. Waimea Irrigators
Limited (WIL) has come on board as a funding partner, and
we have secured Government support through a $7 million
grant and a $10 million interest-free loan. That significantly
reduces the costs to you.

The Waimea River recharges the aquifers from which

we draw water for homes and businesses on the Plains.
However, it cannot sustain the demands we are making
of it and its health is declining. We have been working for
many years on ways to protect the health of the river and
still provide the water our communities need. We either
have to increase the water available, or make cuts to the
amount of water homes and businesses - both rural and
urban use.

Water take rules to protect the Waimea River and

meet national freshwater requirements, by providing

a minimum river flow, mean urban and rural areas will
experience severe water restrictions most summers from
2018 if there is no augmented water supply. That would
have a significant impact on day to day water use, and is a
threat to regional economic prosperity and our way of life.
If there is no dam, we would need to find another option
to boost our water supply.

For the project to proceed it is likely we will need to

agree to the overall funding package outlined in this
document, and a Council contribution of $26.8m. WIL is
unlikely to be able to commit more funding to the project.
The alternative options to provide water security for the
Waimea area would be significantly more expensive and
have a much larger impact on ratepayers.

The analysis shows the dam is the most cost-effective and
practical option for providing a secure water supply, and is
the only option that can also boost river flows to enhance
river health.

The final decision to build the dam will depend on the
outcome of this consultation, all the parties securing their
funding contributions, and on the dam construction price.

The proposal outlined here is the Council’s preferred option. More detail, including
the assessment of alternatives, is in the full Statement of Proposal Consultation
Document, which can be found on our website at www.tasman.govt.nz/feedback or
at Council service centres and libraries.

PAGE 2 - WAIMEA COMMUNITY DAM
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DAM FACTS

THE WAIMEA COMMUNITY DAM:

+  Provides a secure water supply to urban homes and
businesses in Richmond, Brightwater, Hope, Mapua,
Best Island and Nelson South

+  Provides water to rural homes and businesses on
the Waimea Plains

+  Provides a secure water supply for 100 years

+ Prevents the need for rationing in all but the most
severe droughts (a one-in-60-year drought)

+  Releases water to provide a minimum flow in the
Waimea River of 1100 litres a second, enhancing
river ecology and reducing the risk of saltwater
intrusion into aquifers

+ Has an estimated capital cost of $75.9 million

+ Doesn't rely on pipes from the dam to deliver water
to Richmond, to the water treatment plant or to
irrigators

+ Has resource consent

«  Will take about three years to build and one to

three months to fill

THE WAIMEA
COMMUNITY DAM

FILLED D

in the upper reaches of the Lee Valley

ITWOULD HOLD 13.4 MILLION
CUBIC METRES OF WATER

COST OVER-RUNS

SHARING THE COSTS

There are several partners contributing capital funding
to the project. Waimea Irrigators Limited

(WIL), representing irrigators on the Waimea Plains,
would raise $15 million through share subscriptions
and a further $22.12 million in loan funding from
Crown Irrigation Investments Limited (CIIL). The
Government has offered the Council a $7 million grant
through its Freshwater Improvement Fund and a $10
million interest free loan through CIIL. A 55 million
contribution from Nelson City Council is subject to
consultation with Nelson City ratepayers.

The Tasman District Council would fund $26.8 million
of the capital cost, taking advantage of the $10 million
interest free ClIL loan to reduce the ongaing interest
costs to ratepayers.

Tasman District Council and WIL would share the dam
company’s ongoing operating costs. The Council’s 51%
share of operating costs is about $715,000 a year.

DAM CAPITAL FUNDING $M

. Tasman DC . Tasman DC - CIIL Loan
@ wisubscription () WIL-CilL Loan
. Freshwater . Nelson CC
Improvement
Fund

The dam'’s estimated construction costs are based on a P95 confidence level, meaning there is a 95% probability
the project will come in at or below the proposed cost. There is a $13.5m contingency for changes in scope and
unexpected costs. WIL and the Council would share any over-runs or savings up to $3m equally. In the unlikely event

of cost over-runs above $3m, the Council would meet these. Cost saving over $3m, will also go to the Council.

CONSULTATION DOCUMENT OCTOBER 2017 - PAGE 3
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OWNERSHIP AND GOVERNANCE

Proposed option:

We propose to form a dam company that is owned and
operated by the Council and WIL. The company would
be a Council Controlled Organisation, and the Council
would hold at least 51% of the shares in the company
at all times.

The options for ownership and governance of the dam
are limited because we plan to raise our contribution
to the project using our powers under the Local
Government Act 2002 and Local Government Rating
Act 2002, Either the Council builds, owns and operates
the dam, or a Council Controlled Organisation (CCO)
does.

To be a CCO, the Council must appoint 50% or more of
the board and/or hold 50% or more of the shares. As

the land for the dam is being acquired under the Public

Works Act, the dam can only be held in ownership by
the Council ora CCO.

There will initially be seven professional members on
the board — one iwi representative, two WIL appointed
directors and four Council appointed directors.
Alternative options

«  Coundil fully funds, owns, governs and operates the

dam

» Dam company set up as a Council Controlled
Trading Organisation

«  Private ownership model

FUNDING COUNCIL'S SHARE OF COSTS

Our share of the dam'’s capital costs would be $26.8
million. Of that amount, $10 million would be raised
through an interest-free loan provided by ClIL and
repaid using surpluses and revenue from commercial
activities. A further $1.8 million (representing the
increase in capital funding over the 525 million
budgeted in our Long Term Plan 2015 - 2025) would
also be repaid this way. The rest is proposed to be
funded by a combination of urban water charges, and
targeted rates and charges.

We propose to apportion the dam costs across the
District to recognise both direct (the ability to take
water) and indirect benefits (environmental and
community benefits, such as jobs and opportunity for
the region).

PAGE 4 - WAIMEA COMMUNITY DAM

Proposed rate increases for most people are expected
to range from $29 to $160 per property per year,
depending on: property location, property value, and
connection to an urban water scheme.

The example rates in this document are based on
2017/18 figures and show the potential rate increase.
The increase would be stepped in over time with
these charges being reached in year three after Dam
construction (2021 - 2022). For example, a $29 a year
fixed charge for all ratepayers may be 515 in year one,
$20 in year two, and so on.

As an example, the owner of a Richmond property with
a capital value of $600,000, using the expected average
amount of water (225mé/yr), could expect to pay a
proposed total increase of about $139 a year.

Agenda
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YOUR SUBMISSION
You can make a submission on any part or all of this Consultation SAY

Document. Tell us what you think of our proposals to address the issues
identified. Either use the form below or make your submission online at
www.tasman.govt.nz/feedback

HAVE YOUR

Submitter Details (please print clearly)

Your name:
Phone and Cell phone No:
Your postal address:

Town: Postcode:

How would you prefer to receive correspondence about your submission and the hearing?
Email Phone

Would you like to speak to your submission at a Council hearing held for this purpose?

Yes No

If yes please indicate your preferred location, day, and time:

Richmond 11 December 2017 9.00am - 4.30pm 6.00 pm - 9.00 pm
13 December 2017 9.00am - 4.30pm 6.00pm -9.00 pm
Takaka 12 December 2017 1.00pm - 3.00 pm 3.30pm -6.30pm
Motueka 15 December 2017 9.30am-12.30pm 1.00pm-5.30pm
If applicable please indicate if you intend to present your submission in: Maori ] NZ sign language | |
Are you writing this submission as: an individual || on behalf of an organisation |

If an Organisation, please name the organisation and your position:

Organisation: Position:

Please note: all submissions, including names and contact details will be made available to Councillors and the public
through the Council website.

Please send your submission to:
Waimea Community Dam submissions, Tasman District Council, Private Bag 4, Richmond 7050

Or drop your submission in to Council at 189 Queen Street, Richmond, or to your local library or service centre.

WE MUST RECEIVE YOUR SUBMISSION BY SUNDAY 26 NOVEMBER 2017

YOUR SUBMISSION - PAGE 5
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WAIMEA COMMUNITY DAM SUBMISSION FORM

OWNERSHIP, GOVERNANCE & MANAGEMENT

Which ONE of the following options for ownership, governance and management do you Tick ONE only
support?
Proposed Option 1 Joint Venture company in the form of a CCO owned by Council

and WIL to fund and operate the dam
Alternative Option 2 Council fully funds, owns, governs and operates the Dam
Alternative Option 3 The Dam company is set up as a CCTO - Council controlled
trading organisation

Alternative Option 4 The Dam is set up under a private ownership model {not owned
all or in part by Council)

5 None of the above

O|0]00|0

Your comments

FUNDING COUNCIL'S SHARE - URBAN WATER SUPPLY

Which ONE of the following options for funding Council’s share of the urban water supply do Tick ONE only
you support?

Proposed Option & Funding through the existing Water Urban Account - fixed
service charge increase $31 and volumetric charge increase of
20 cents/m’. (10% increase)

Alternative Option 7 Funding through the existing Water Urban Account with a

higher charge on properties in the Zone of Benefit - fixed
service charge increase $41 and volumetric charge increase of

25 cents/m?, (13% increase)
Alternative Option 8 Targeted rate based on property capital value: Applied either:

District Wide - for $250k to $1m CV from $16 to $65; or
«  Zone of Benefit —for $250k to $1m CV from $44 to 5174

9 None of the above

O] O O] O

Your comments

PAGE 6 - YOUR SUBMISSION
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FUNDING COUNCIL'S SHARE - ENVIRONMENTAL & COMMUNITY BENEFIT

Which ONE of the following options for funding Council’s share of the environmental and Tick ONE only
community benefit do you support?

Propased Option 10 Fixed charge across all ratepayers in the District {$29) and a
targeted rate on properties in the Zone of Benefit based on
capital value (CV) Rate per $ of CV (incl G5T) = 0.000055

O

Alternative Option 1 A Uniform Annual General Rate (UAGC) - a flat fixed charge on
all District ratepayers of $42/year

Alternative Option 12 A general rate across the District based on capital value (CV)
The general rate increase would be 2.6%

Alternative Option 13 A general rate with differential for land use activity — an
amount based on CV and unit type eg residential, rural,
industrial etc

Alternative Option 14 A general rate based on CV with location differential eg

Golden Bay and Murchison could pay 50% of other ward rates

Alternative Option 15 Targeted rate on extractive users including irrigators on the
Waimea Plains and other urban water users

16 None of the above

Ol 0O O] O|0|0O

ZONE OF BENEFIT

Which ONE of the following options for funding Council’s share of the urban water supply do Yes
you support?

=
=]

Proposed Option 17 In principle do you support the concept of using a Zone of
Benefit area to allocate Dam costs?

Propased Option 18 Do you support the Zone of Benefit area, see page 10

Proposed Option 19 Do you support the 70/30 cost share between the District and
the properties in the Zone of Benefit?

O|0]0O
O|0]O

Your comments

CREDIT SUPPORT OF CIIL LOAN TO WIL

Which ONE of the following options for credit support of ClIL loan to WIL do you support? Tick ONE only
Proposed Option 20 Council provides full credit support for the CIIL loan to the dam

company for WIL
Alternative Option 21 Council directly loans WIL the amount required of $22.12 Q

million

22 None of the above Q

Your comments

YOUR SUBMISSION - PAGE 7
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2. Fold here

Freepost Authority 172255

Waimea Community Dam Submissions

Tasman District Council
private Bag 4 asman

Richmond 7050 - district council
Please fold bath ends of this form inwards along the dotted lines in order and fasten with tape where indicated above. 1. Fold here
MAKE A SUBMISSION
We want your views on the following elements of More information and online submission HAVE YOUR

forms can be found online at
www.tasman.govt.nz/feedback. SA I

Submission forms are also available at
2. How the Council’s share of costs will be funded across the any Council service centre or library.
District

the dam proposal:

1. The ownership, governance and management of the dam

3. The Council’s proposal to underwrite a loan of up to 525
million from Crown Irrigation Investments Limited to the dam
company for WiL's project contribution

PULL THIS SECTION OUT

SUBMISSIONS CLOSE ON SUNDAY 26 NOVEMBER 2017. TO HAVE YOUR SAY

Agenda Page 84



Tasman District Council Full Council Agenda — 19 October 2017

EFFECT ON RATES AND CHARGES

Online calculator: Head to www.tasman.govt.nz/feedback to work out the likely effect of
the proposals on your rates and charges. You may need to know your property capital value

and annual water usage.

EXTRACTIVE USE: WATER RATES
AND CHARGES

Proposed option:

Under this proposal, urban water charges would
increase by about 10% between now and 2021 - 2022.
People whose homes are connected to the reticulated
Council supply and are part of the Urban Water Club
{including those living in Richmond, Brightwater, Best
Island, Hope, Wakefield, Kaiteriteri, Riwaka, Mapua,
Pohara, Collingwood, Murchison, Tapawera, and Upper
Takaka, as well as those with rural water supplies
connected to the urban water scheme) would be
affected by the increase.

+  Fixed water rate would increase by $31 - from
current $320 per year to approximately $351 per
year

+  Volumetric charge would increase by 20 cents per
cubic metre - from current $2.08/m’ to $2.28/m’

Based on metered water usage in 2017/2018, examples of
extra water charges per year are shown on page 11.

For an average urban water user (based on the
expected or planned use of water per connection

per year), the total increase (including both the fixed
charged and new volumetric charge) would be about
576 ayear.

Alternative options:

+  Funding through the existing Urban Water Club
with differentials

«  Targeted rate for the Waimea Community Dam
project based on capital value and either applied
District-wide or to properties in the Zone of Benefit

EXAMPLE ZONE OF BENEFIT COSTS

Capital Value $250,000

ZOB Rate + District-wide fixed rate 543

$400,000

$51

ENVIRONMENTAL AND COMMUNITY
BENEFITS: TARGETED RATES

Proposed option:

While the environmental, recreational, social, cultural and
economic benefits of the dam would be shared

by everyone in the District, those living closer to the
Wairnea River are likely to benefit more. We propose a
fixed District-wide rate to recognise the wider community
benefit, and a targeted rate based on capital value for
properties in the area known as the Zone of Benefit.

The proposed District-wide fixed rate would be $29 per
property per year.

Alternative options

+  Funded through the Uniform Annual General Charge (a
District-wide fixed charge of $42 per property per year)

+  Funded through a general rate throughout the District
based on capital value

+  General rate with a differential for land use activity
General rate with location differential

«  Targeted rate on extractive water users

$600,000 $750,000 $1m

563 571 585

CONSULTATION DOCUMENT OCTOBER 2017 - PAGE 9
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THE ZONE OF BENEFIT

This includes properties in the area with water available or supplied from the river and aquifers of the Waimea Plains. It includes
the reticulated urban water supply for Richmond, Mapua, Brightwater, and rural extensions and areas of low flow connections
including Redwood Valley. Proximity to environmental and community benefits such as additional employment, economic
opportunities, social, cultural, and recreational benefits are also considered.

«  Those in the Zone of Benefit with properties with a capital value between $250,000 and $1m would pay between $43 and
$85 a year including the District-wide fixed rate.

~ Zone of Benefit

lasman tfnyj 0 2 4 i | o
~

Tasman

PAGE 10 - WAIMEA COMMUNITY DAM
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EFFECT ON RATES AND CHARGES (CONT)

SAMPLE PROPERTY EXAMPLES

Actual increases would be stepped in over time with the charges indicated below likely in 2021 - 2022. The examples
here show the estimated potential peak rate increases,

EXAMPLES PROPERTY CV URBAN FIXED ZOB CHARGE PEAK ANNUAL

WATER DISTRICT TOTAL

CHARGE* CHARGE

Richmond/Best Island $250,000 576 529 514 5119
Richmond $750,000 576 529 542 5147
Mapua $600,000 576 $29 $33 5138
Brightwater/Hope $400,000 576 529 $22 5127
Kaiteriteri 51 million 576 529 nfa 5105
Murchison, Wakefield, Pohara, n/a 576 529 n/a $105
Collingwood & Tapawera

Upper Moutere, Motueka and Takaka n/a n/a 529 nfa 529

(excluding Upper Takaka)

* Urban Water Club - based on average volumetric water use of 225 cubic metres per property per year. A user on a rural extension with a 1m’* restrictor
volume would have an urban water charge increase of $59, as they pay B0% of the volumetric rate multiplied by 365, per 1m? of restrictor volume.

EXAMPLE WATER CHARGES

Volumetric water use (m’)/year 50m?* 100m? 225m* 400m?’
Total Increase $ (incl fixed charge) 341 551 576 $111
IRRIGATOR CHARGES is to provide the guarantee because we are the only party

that has the financial strength to do so, and in the unlikely
event of WIL defaulting, we would most likely step in to
protect our investment, to secure the wider community
benefits, and to meet our financial obligations under

the Public Works Act. Provision of the guarantee means
that project funding comes at a much lower interest cost
compared to commercial interest rates and enables the
project to leverage 515m of private sector investment from
irrigators through WIL.

Waimea irrigators (through WIL) would be invited to buy
shares in the dam. We anticipate that the share price would
be about $5000 per hectare per share, with operating costs
in the range of 5500 — $550 per hectare per year. The exact
figures are yet to be confirmed and would be set outin a
product disclosure statement from WIL as part of the capital
raising process. The more water required by an irrigator,
and/or the larger the land area toirrigate, the more shares
they would need to purchase.

Coundil would need to provide credit support to ClILif
there was a widespread failure of payment of water charges
fromWIL shareholders. This is considered to be unlikely as
WIL propose to have significant remedies available in the
event of non-payment by individual shareholders. These
remedies would be in accordance with its Constitution and
shareholder agreement.

Irrigators would also pay the proposed fixed District-wide rate
of $29, the Zone of Benefit targeted rate and, if they are on the
Coundil’s reticulated network, the increased water charges.

CREDIT SUPPORT

Proposed option:

As a result of Council providing full credit support, CIIL

is providing a $10m interest free loan to Council over 11
years, which would result in a $500,000 savings for Council
ininterest costs. The favourable loan terms from CIIL reflect

We propose to provide credit support of $29m for CliLs
loan of $25m to WIL, which is being made through the dam
company. The reason why the credit support is $29m for
the loan is because from day one, the potential maximum

liability of the loan would be $29m once the costs and
interest are capitalised. Credit support for ClIL is one of the
terms negotiated by the parties. Council's proposed option

Council providing credit support for WIL's loan.

Alternative options
«  Council directly loan-funds WIL

CONSULTATION DOCUMENT OCTOBER 2017 - PAGE 11
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FIND OUT MORE

Corne along to one of the public meetings to find out more about the proposals and talk to
councillors and staff, or head to our website for information and supporting docurnents.

PUBLIC MEETINGS

WHERE WHEN TIME AND PLACE

Tasman Area Community Wednesday 25 October 7.30pm, Tasman School
Assn Meeting

Rotoiti Tuesday 31 October 1.00 - 3.00 pm Drop-in Session Lake Rotoiti Hall
Murchison Tuesday 31 October 6.00 - B.00pm Drop-in Session
Murchison Recreation Centre
Brightwater Wednesday & November 5.30 pm — 7.00 pm Drop-in Session
Brightwater School
7.30 pm - Community Assn meeting Brightwater School
Motueka Market Sunday 5 November 9.00am - 12.00pm Drop-in Session
Richmond Thursday 9 November 5.30 - 7.00 pm Drop-in Session, Council Chamber, Tasman District
Council office
Mapua Saturday 11 November 10.00 - 12.00 pm Drop in Session,
Mapua Wharf Precinct
Mapua Districts Monday 13 Movember 7.00 pm, Mapua Hall
Community Assn Meeting
Golden Bay Community Tuesday 14 Movember 10.00 am, GB Service Centre, Takaka
Board Meeting
Collingwood Tuesday 14 November 12.00 pm - 2.00 pm Drop-in Session
St Cuthbert's Anglican Church, Collingwood
Takaka Tuesday 14 Novermnber 4.00 pm — 5.30 pm Drop-in Session,
GB Service Centre meeting room
Moutere Hills Residents Wednesday 16 November 7.00 pm, Upper Moutere Community Centre
Assn Meeting
Richmond Mall Saturday 18 November 10.00 am -12.00 pm Drop-in Session
Wakefield Community Tuesday 21 Novermnber 7.30pm, St John's Centre, Wakefield

Council meeting

Motueka Tuesday 21 November 3,00 pm - 4.00 pm Drop-in Session
Motueka Service Centre
4,00 pm, Motueka Community Board meeting,
Motueka Service Centre.

Tapawera & District Tuesday 21 Novemnber 8.00pm

Community Council Tapawera Community Centre
meeting

Richmond A &P Show Saturday and Sunday Richmond, all day

25 and 26 November

Feel flree o comtact «5: Tasman District Council  Richmond Murchison Matueka

vtasman.govt.nz

tasman - .Zdhourassistance

- district council
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Funding of the Waimea Community Dam
LGA Section 101(3) Analysis

1. Purpose

1.1 This paper seeks to provide c under Section 101(3) of the Local Government Act 2002 (LGA) for the
Tasman District Council (Council) to allocate its funding contribution to the Waimea Community Dam
(the Dam) project. Funding relates to the capital, annual operational, Council project costs and
contingency costs.

1.2 Itis a required step in seeking Council’s agreement on a preferred option for a funding model that
would then be included in the 2017 Statement of Proposal (SOP) for consultation on the Dam project.
Considerations including the Long Term Plan (LTP) 2015-2025, a proposed $26.8 million contribution by
Council for capital costs towards to the Dam project, and estimated Council projects costs to May 2018
(financial close) of $2 - $2.7 million, are included as appropriate.

1.3 Council can, and has, considered a range of funding and rating options for its contribution to the Dam
project. Finalising the level of Council’s contribution and its preferred funding model is subject to
public consultation, and ultimately inclusion in the LTP 2018-2028.

2. Background to funding considerations

2.1 Council is responsible for the sustainable management of water resources throughout the District. This
includes meeting statutory requirements under the LGA 2002, the Resource Management Act 1991,
and the National Policy Statements for Freshwater Management 2014 and Urban Development
Capacity 2016. In this context, it also must consider the future prosperity of the area, growth
opportunities, environmental health and the provision of essential services to its citizens. Supply of
potable water is one such essential service.

2.2 Since a severe drought in 2001, when the Waimea River almost completely dried up, there has been
significant work undertaken examining various water augmentation options. The Waimea Water
Augmentation Committee (WACC) was established in 2003 for this purpose. It had representation from
Waimea water users, local iwi, environmental interests (represented by Fish & Game and Department
of Conservation); Tasman District Council and Nelson City Council.

2.3 Of all the options reviewed, the WACC determined that a dam in the Lee Valley was the best and most
cost-effective option for addressing the water shortage in the area. Governance and funding options
for a storage dam on the Waimea River were consulted on in 2014 and again through the LTP 2015-
2025 process. Since that time cost estimates have been updated and peer reviewed. This has increased
the overall project cost to $75.9 million and also Council’s share of these costs.

2.4 Reticulated water supplied to Richmond, Mapua and Brightwater areas is drawn from the Waimea
River system and aquifers. Waimea irrigators and residents also have consents to extract water from
the river aquifers under the Waimea Plains which is particularly required during periods of drought.
Current water availability is over allocated. When the Waimea River reaches low flow rates, cutbacks
of up to 70% of allocated consents will be required after 1 November 2018 in order to comply with
Tasman Region Management Plan (TRMP) conditions. These cutbacks will affect not only irrigators but
also Council’s urban water supply.
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2.5 The parties that are affected by water restrictions are within an area defined as the Zone of Benefit
(Figure 1). This zone also represents both the primary exacerbators and beneficiaries of the Dam.
Beneficiaries would be direct in terms of irrigators and reticulated urban and business water users
supplied by Council. The capital value of property in this zone represents over 40% of the total for the
District. There are also indirect beneficiaries as a result of improved river flows, the retention and
growth of business and employment activity in the District and an increased income from our CCTO’s
(eg Port Nelson and Nelson Airport) which are used to offset rates.

~ Zone of Benefit
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Rabbit/Moturoa Island s
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7 Island siand f seliuent
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e st
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Richmond

Figure 1 — Zone of Benefit

2.6 The irrigators established Waimea Irrigators Ltd (WIL) which was formalised in September 2016. It is
designed primarily to provide a mechanism for the affiliated land owners to have an entity that would
provide private sector funding and would become a joint venture (JV) partner in the Dam project with
Council. Irrigators purchase shares in WIL on the basis that each one equates to a set amount of water
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extraction per hectare and attracts an annual charge to cover financing WIL’s share of the Dam
operating costs and loan servicing.

2.7 Capital funding contributions from WIL and Council have been agreed in principle and are in the
process of being finalised. Nelson City Council (NCC) has yet to undertake public consultation on their
funding. Their funding contribution would either be by way of direct shareholding in the CCO, or
through a direct grant to Council.

2.8 Rather than the final amount of Council’s proposed contribution, the focus of this paper is on how this
contribution could be funded. This includes the apportionment of benefits the Dam to the environment
and community generally and to urban water supply.

3. Legal framework

3.1 The purpose and rating powers of local government are set out in the Local Government (Rating) Act
(LGRA) 2002. For the purposes of this paper, the focus is on LGA Section 101 pertaining to financial
management and policy. In applying Section 101, material from SOLGM Dollars and Sense (2011 &
2016) guidelines is used.

3.2 Step 1 of the LGA Section 101(3) process requires specific consideration to be given to the following
five principles:

a) How the activity contributes to the community outcomes — it can be demonstrated that the Dam
contributes to some degree to five community outcomes in the LTP.

b) The user/beneficiary pays principle — the distribution of benefit between the community, parts of
the community, and individuals are included in Dam project funding and rating decisions. Analysis
around this principle is provided in this report.

c) Intergenerational equity — the period over which the benefits are expected to be accrued. In the
case of large infrastructure projects like the Dam, consideration should also be given to who funds
future consumption. Like most infrastructure projects, the benefits of the Dam are expected to
extend over multiple generations. The proposed dam storage allows for future urban and business
growth demands for the next 100 years. Capital cost would be met predominantly through
borrowing with loan repayments and charges structured over 11 and 30 years depending on the
terms of different loans.

d) The extent to which actions or inactions of particular individuals or groups contribute to the need —
referred to as the exacerbator principle. Council and NCC are exacerbators because of their
consented urban and business water supply take. Consented irrigators on the Waimea Plains are
also exacerbators given that existing consents would exceed water supply under TRMP
requirements from 1 November 2018. Due to over-allocation, reductions in water take are
required in a no dam situation.

e) The costs and benefits of funding the particular activity, including those for transparency and
accountability.
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3.3 In the case of the Dam, other principles can be applied as a basis for funding decisions and who
benefits, or not. For example:

a) What directly benefits part of the region/community also has indirect benefits to the whole
Region For example, additional production on the affected land area creates employment and
business opportunities across the region. Also, recreational areas can be enjoyed by all and attract
visitors which in turn supports a regional tourism sector. Because such indirect benefits are often
complex to quantify, it can become easier to default to a user/direct beneficiary pays based model.

b) Affordability - For the Dam the user pays principle must be valid. However, from an irrigators’
perspective there is an affordability factor that must be considered for this principle to work in
practice. There is research material on successful irrigation schemes in New Zealand such as Opuha
and the Lower Waitaki that demonstrate significant benefits both to the land owners and the
community. These examples have generally been based on a relatively low volumetric cost of
water to irrigators?.

The annual cost of water, including debt servicing for the CIIL loan of 25 million (m) in the CCO, for
irrigators under the Dam proposal would be in the range of $550- $600 per hectare per year.
Permit volume is controlled at a bore or take level. For irrigators joining the scheme there would
also be the cost of purchasing shares in the irrigation company (WIL) and these are estimated to be
$5,000 to $5,500 per hectare. It is considered that the costs at these levels are at the top end of
the affordability range for irrigators. These collective costs potentially affect smaller land blocks
and/or less intensive land-use where higher set charges make a property uneconomical,
particularly for current use.

c) Theis also an argument to include the principle of “partnership” given that the Dam project is
being jointly funded and managed, albeit through a Council Controlled Organisation (CCO). While
the project objectives may be agreed by all parties, there has been on-going discussion on the
degree of private versus public good that would be derived from the project. The proposed
establishment of a JV between Council, NCC, the irrigators (WIL) and Crown Irrigation Investment
Ltd (CIIL) is testament to applying this partnership principle.

d) Overall Impact — Section 101(3)(b)of the LGA, requires Council to look at the overall impact of any
cost allocation on the community.

3.4 The principles applied by Council in determining its preferred funding options for the Dam (in addition
to the specific considerations under LGA Section 101 (3) analysis) are attached as Appendix 1. In this
instance, Council also has to consider its practice and policies in the funding of water supply and the
associated infrastructure.

3.5 Alist of funding tools available to Council to fund its contribution to the Dam project is attached as
Appendix 2. This includes comment on the application of the different tools to the Dam project.

! value of Irrigation in NZ, NZIER & AgFirst (2014)
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4. Proposed Dam Funding Model

4.1 Council has reached agreement in principle with the funding partners on a proposed funding model,
the apportionment of costs and the basis upon which CIIL loans to WIL (through the dam company) and
Council are offered. Council has proceeded to review its options in funding its share of costs based on
these proposed positions. Previous options including Council fully funding the Dam and a Public
Private Partnership (PPP) have been rejected by the community or deemed unworkable from a
practical perspective.

4.2 A funding model with the Council providing full credit support for the CIIL loan to the dam company for
WIL has been proposed. This option would mean that Council would retain control of the procurement
and construction phases of the Dam project; it would receive a $10m interest free loan from CIIL; and it
would provide favourable terms for WIL such that it can contribute its proposed capital investment.

Project costs

4.3 Capital costs associated with the Dam were assessed in 2015 at $82.5m. This total includes spent costs
associated with the project of approximately $6.6m. These costs have been borne by the various
funding partners including NCC, Fish and Game, WWAC (WIL) and Council, and incurred for activities
such as consenting of the Dam, expert reports, legal advice, staff time, and public consultation. Council
expects it would have additional project costs which would total $2 - $2.7 million through to financial
close in 2018. This leaves $75.9m of capital raising by the funding partners to complete the Dam
project.

4.4 The proposed funding levels for the project and their allocation to the Dam’s design capacity are
summarised in Table 1 below. A S7m grant from the Ministry for the Environment (MFE) from the
Freshwater Improvement Fund (FIF Grant) has been confirmed subject to all other parties contributing
to the capital costs as proposed. NCC is yet to confirm its funding. Funding risks and options are
discussed in Section 7 as part of the Section 101 analysis.

4.5 Under the proposal the Dam would be owned and operated by a Council Controlled Organisation (CCO)
with Council having the majority shareholding at 51.1%. This shareholding is proportional to the total
capital funding from Council/NCC combined and WIL at 48.9%. However, WIL would only reach its
48.9% shareholding once it had repaid the loan from CIIL for which the Council is providing credit
support of up to $29m. The CIIL loan is for a total amount of $25m for any cost overruns. The $29m is
the potential liability of the loan from CIIL from day one, once loan costs and interest are capitalised.

4.6 ClIL would provide Council with a $10m interest free loan over 10 years. This would be apportioned to
the costs that would be paid by Council for the benefits accrued to the environment and general
community of the Dam project. Council was presented with several options to fund the costs
attributed to the wider environmental and community benefits. The proposed loan from CIIL along
with Council’s credit support for the WIL loan was assessed as the most cost effective for Council.
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Total Capital Cost
% $/million

Extractive Users

Irrigators 48.9% $37.12
Councils’ (incl NCC $3.52m) 21.1% $16.01
Sub total 70% $53.13
Environmental/Community Benefit 30% $22.77
Grand Total 100% $75.90

Table 1: Project Funding Streams

4.7 The total amount to be met through Council rating tools and other revenue is $26.78m plus project
costs expected to be approximately $2 -$2.7 million. The difference of $1.78m between the capital
required for Council’s allocation and the amount in the LTP is proposed to be met through revenue and
surpluses from the Council’s commercial activity portfolio.

4.8 Council is proposing to fund its share of the dam costs of $26.78m through:

(a) a$9.58m Table loan over 30 years to be repaid through Urban Water Club charges.

(b) a $4.29m Table loan over 30 years to be repaid through targeted rates and charges.

(c) a$10m interest free loan from CIIL as part of the agreed project funding terms with Council. The

loan to Council is for a term of 10 years at 0% interest and can only be used for the costs attributed
to the benefits for the environment and general community. Council proposes to repay this is two
equal instalments of $5m at years 6 and 11 through revenue and surpluses from the Council’s
commercial activity portfolio.

(d) Council’s commercial activity revenue of $2.91m for Council’s share of the additional Dam capacity.

(e) The additional $1.78m not budgeted in the LTP 2015-2025 for the project would also be funded

4.9

4.10

4.11

through Council’s commercial activity revenue and surpluses.

In addition to the funding towards the $75.9 million project costs, Council would raise a further $2m
to $2.7m through a Table loan over 30 years to cover additional project costs to financial close (May
2018).

Items (a), (c) and (e) have rating and water charges implications. Items (b) and (d) have implications
for either debt repayment, and/or other Council projects for which the revenue and surpluses could
be used. These factors would be considered as part of the next LTP (2018-20280) process alongside
all revenue, costs and charges.

In addition to funding the capital costs, there is an annual operational cost estimated at $1.4m -
$1.5m. The Council’s share is $715,000 which represents its 51% shareholding in the dam company.
It is proposed that this annual amount is apportioned 66.2% to the Urban Water Club and 33.8% to
those ratepayers funding the benefits gained by the environment and general community.
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4.12

4.13

4.14

4.15

Council rates and charges modelling in this report relate to the collective costs of servicing loans and
paying Council’s share of the CCO operating costs.

Council’s total funding allocations are summarised in Figure 3. This includes the funding options that
were considered by Council in developing its proposed options for funding the Dam project.

Waimea irrigators (through WIL) would be invited to buy shares in the Dam at $5,000 — 5,500 per
share. This would be determined and set out in a product disclosure statement as part of the capital
raising process. There would be an associated annual charge per share of $550 - $600/ hectare, the
exact amount yet to be confirmed. Each share and annual charge relates to a prescribed amount of
water to extract: - 300 m3/ha/wk. The more water required by an irrigator and the larger the land
area, the more shares that would need to be purchased. Extractive volumes are further controlled by
water permits and TRMP (Section V) conditions. Irrigators may purchase more shares in WIL (water
allocation) than their current permit allows to be used.

The annual charge to irrigators is apportioned to cover their share of operating costs for the dam
company, and financing of up to $25m for the loan from CIIL.

5. Proposed Basis for Allocating Costs

5.1 As with other forms of infrastructure services (i.e roads, wastewater, airports, railways,

telecommunications network, electricity network, water supply etc), dams perform functions that are
both for public and private good.

5.2 The public good characteristics relate to river flow regulation from which environmental and
recreational benefits accrue. This is compared to the private good which is consumptive (water
allocation) in nature. Other public good outcomes identified in research on existing New Zealand water
storage and irrigation schemes are economic and community in nature. For example, the flow on effect
to the economy from more productive land use results in job creation and greater business activity.

5.3 This is opposed to the direct benefits accrued by the irrigators for which they would be expected to
contribute to.

5.4 Literature on the subject also refers to other community benefits that ultimately result from security of
water supply. Such benefits are expressed as additional jobs, increased wage levels and increased
school rolls (otherwise threatened in rural areas) for example.
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Figure 3 — Funding Options for Council

AMOUNT TO FUND

$9.58m Extractive use
- urban water

Environmental and

Community Benefits
(environment, economic, cultural,

N\social)

2.91m Community

Benefits (additonal Dam
L capacity)

FUNDING OPTIONS

. ® Urban Water Account (UWA) - water and
volumetric charges

¢ UWA as above with differentials
eDistrict rate for dam project
eDevelopment contributions

eTargeted rate - District by CV
/eTargeted rate with differentials
eFixed rate - District

eTargeted rate for Zone of Benefit
eRevenue and surpluses

S715,000 Annual
‘operating costs

S2 -S2.7m Project costs

to financial close

©242k allocated to urban water (34%)
#5473k allocated to Community Benefits (66%)

| ©33.8% allocated to urban water
066.2% allocated to Community Benefits
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5.5 The distribution of benefits from the Dam project between the Region as a whole, parts of the
community and individuals is complex. While some benefits can be attributed and quantified at a
spatial level, others would be more qualitative in nature. Yet there needs to be a sound basis for a
distribution of costs and the subsequent funding mechanisms available to Council. There are several
activities that are funded across the District, despite benefiting members of the community in one area
e.g. the Golden Bay Recreation Centre, and Mapua rehabilitation rate.

5.6 In 2014, the basis of distributing the costs for the proposed Dam were apportioned across current
demand, future capacity and environmental aspects. These could be retained. However, to a greater
or lesser degree, each of these elements exhibit public good characteristics where it is efficient for
Council to rate the general community that benefits.

5.7 Community feedback to the Dam consultation in 2014 generally supported a user pays funding model
and some questioned the validity of attributing costs based on environmental, current and future
capacity. The 30% allocation to the benefits accrued to the District for the environment and general
community was strongly argued as being too high from a uniform charge perspective. The current
situation is now different in that (a) Council is not fully funding the Dam project as per the original
proposal, and (b) the environmental/ community benefit allocation would be reduced significantly for
Council with the $7m FIF grant (MFE) and $S10m interest free CIIL loan directly contributing to this
allocation.

5.8 The general community and environmental benefits (public good) includes the following:
Environmental
e Preservation of recreational use of the river during summer period
e Catchment diversity protected and improved eg instream fauna and aquatic life
e A healthy river with minimum flows that reduce the risk of algae blooms
Economic (flow on effects to the economy as opposed to direct benefits to landowners)
e More jobs created across the District
e Business development and expansion
e Existing economic activity and jobs retained because of security of water supply
Community
e Security of water supply for users on the Waimea Plains
e Increased rating base through residential development and new business to spread costs
e Improved recreational and economic benefits as listed above
e Viability of community infrastructure maintained eg schools

5.9 Economic scenario modelling can place a value on benefits including job creation, returns to landowners
and the impact of this additional activity for the local economy (by GDP). Benefits of the Dam to the
environment and general community are untradeable to the extent that it is difficult to place a market
value on them. The Dam would however provide a range of valuable services to recreational, biodiversity
protection, amenity, job creation and community service activities.
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Applying the Exacerbator/User Pay Principle

5.10 The user-pays principle is the principle that a user of a service or resource pays directly for the amount
they use, rather than the cost being shared by all the users or a community equally. It follows that the
price for the use of a resource should be the full long-run marginal social cost of using it, including the
external costs associated with its development and any resultant adverse effects and control activities.

5.11 Where the principle of user pays and/or direct beneficiaries pay is applied to the Dam project, then
the allocation of capital cost relative to the levels of current and future extraction is:
e $37.13m for irrigators (WIL) - 69.9% of $53.13m capital costs allocated to extractive use
e S$12.5m for Council — 23.5% of $53.13m
5.12 This meets the test of the exacerbators/user pay as these apportionments match Council’s and WIL's
proposed contributions. The real question is “who pays for the benefits received by the environment
and general community relative to the dam costs that allows Council to meet conditions in the TRMP
into the future; protects the values associated with the Waimea River catchment; and
protects/provides community benefits such as employment and business activity?”.

5.13 Table 2 shows how the funding for the extractive water use from the Dam was calculated. In order to
compare like with like, the urban water take is converted to hectare equivalents so that it can be easily
compared to irrigation use. The total unsubscribed capacity of 850ha has been divided 50/50 between
irrigators and Council. The Urban Water take is converted to hectare equivalents so it can be
compared on a like basis to irrigation takes.

Exacerbator/User Hectare Percent of Capital Percentage of
equivalent total funding total funding
allocation extractive ($m) (%)

use

Council — Urban Water 1400 hae 18% 9.58 12.7

Supply (current & future)

Council - Additional dam 425 hae 5.5% 291 3.8

capacity - $2.91m

NCC — Urban Water Supply 515 hae 6.6 % 3.52 4.6

Irrigators (current & 5,425 ha 69.9 % 37.12 48.9

future)

Subtotal 7,765 100% $53.13 70%

Council $22.77m 30%

District Wide - Benefits to Council -

Environment and General $14.29m

Community MFE - $7m

NCC-$1.48m
TOTALS $75.9m 100%

Table 2 Proposed Allocation of Dam Capital Costs Relative to Extractive Water Use
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5.14

5.15

5.16

Such community benefits from infrastructure projects like the Dam are generally funded by
Government and/or local government. Of the $22.77m capital cost of the Dam allocated to benefits
to the environment and general community, Council has secured a $7m grant from Government (FIF
Grant). Of NCC’s $5m contribution, Council propose to nominally apportion $1.48m to this area. This
leaves $14.29m for Council to fund. The interest free loan of $10m is to contribute to this amount.
Additional dam capacity is treated as a future community and environmental benefit as it could be
used for any purpose including augmenting river flows above the minimum flow level.

If the $22.77m capital cost allocation apportioned to environmental/community benefits was fully
funded by the exacerbators/users at the same percentage of their extractive use, then Council’s share
would be $5.35m and WIL’s $15.92m. The effect of this scenario is significant in that:

1. The shareholding in a CCO based on the level of capital investment would mean that WIL would
be the majority shareholder at 70%. Council would be exposed as it is providing credit support
but does not have control at the shareholder level.

2. Clils loan of $25m to WIL through the dam company would be at risk as Council has less incentive
to provide security for this and the loan cannot be realised without credit support.

3. ClIUs interest free loan to Council would be unlikely to be transferred to WIL.

4. The total cost if transferred to landowners/irrigators would make it unaffordable for them. It
represents a 43% increase in the proposed capital investment and the associated costs.

The net effect of the above scenario is that the partnership arrangement between Council, WIL and
CIIL would not proceed, meaning the dam project is unlikely to proceed. Council would then need to
consider alternative water augmentation solutions for the urban water supply to the Waimea area.

Assessing the Costs and Benefits of the Environmental and Community Benefits

5.17

5.18

5.19

A total of 30% of Dam projects costs have been allocated to the benfits derived to the environment
and community generally (522.77m). Of this amount, $17.2m has a rates, charges or revenue
implication for Council. Council’s proposed 50% share of the additional dam capital (425 hae) is also
assigned to these benefits as its future use is not yet determined and could be used to augment river
flows.

The question then arises as to what is the dollar value that Council (representing the community)
receives in return for funding this share of the Dam costs?

Community benefits, or public good, are a mix of environmental, economic, cultural and social
considerations. In the absence of sufficient data to undertake a full cost account exercise (i.e
monetise all direct and indirect costs/benefits), value judgements are ultimately required. For the
Dam this particularly applies to environmental aspects, recreational value, regional reputation,
economic sustainability, and the retention of community assets (as opposed to potential losses).

Environmental Benefits

5.20

Low flows in the Waimea and Wairoa River systems, particularly in the summer months, are having
an adverse effect on the ecological health and recreational values. Current low flows are a
consequence of over-allocation of water from the Waimea Water Management Zones during
drought or dry weather conditions.
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5.21

5.22

5.23

Adverse environmental and recreational factors include increasing risk from saltwater intrusion into
the aquifer systems, increasing river coverage of filamentous green algae, a high concentration of
phormidium algae (resulting in dog deaths) in sections of the Waimea River, and loss of regionally
significant swimming, angling and natural character attributes.

New provisions in the TRMP related to minimum river flows levels in the Waimea catchment zones
come into force in November 2018. Without an augmented water supply these provisions mean 20 -
70% reduction in water takes annually based on consumptive extraction over the last 16 years. On
the one hand, such cuts would mitigate ecological and recreational risks, but on the other would
result in significant economic loss for Waimea Plain irrigators, and the wider Region.

In the context of the TRMP, the potential financial and economic loss from a no dam option was
estimated at $700m in the Northington Partners Report (November 2016). Of this total, an
estimated $29m was the lost opportunity cost of environmental improvement in the river system.

Economic and Community Benefits

5.24

There is a large body of research from New Zealand, Australia and USA (California) on storage and
irrigation schemes related to the community benefits being realised. Consistent themes that emerge
are summarised in the quote below from a Tasmanian Report (2012) on the subject.

‘Tasmanian Irrigation’s schemes provide important social benefits to the regions in which they are
located. They derive from the improvements in the economic base attributable to the schemes
and include greater community resilience and ability to adapt to change, maintenance of social
cohesion through maintenance of community facilities and infrastructure. Importantly, the
schemes, through the provision of reliable irrigation water, minimise or avoid income and

employment losses that occur during extended periods of low rainfall.
(Tasmanian Irrigation Report, 2012)

5.25

5.26

5.27

Indirect economic benefits for the community result from increased land productivity and increased
spend by land owners. Security of product supply through irrigation also results in processing plants
establishing in an area. For example, a report on the Opuha irrigation scheme (South Canterbury)
showed that onion and dairy plants were built as a direct result of that scheme. Business case
studies from Opuha included:

e Alpine Fresh, a horticultural producer, that increased its staff and gross farm profit 5 fold
between 1997 (pre dam) and 2013 with the irrigation scheme becoming operational

e Temuka Transport grew from 21 to 78 trucks during a similar period.

Infrastructure projects such as water storage and irrigation schemes have demonstrated significant
economic impact overtime?. As with other Council infrastructure investments e.g. roads, the private
sector leverages these to the benefit of themselves and the wider community.

Land use scenario modelling by BERL for the Wairarapa water storage and Irrigation project?
demonstrated that a 1000ha area of land converted to apple orchards would create an additional
2764 jobs and $325m GDP annually within 25 years. For 2,400ha of land converted to vegetables/
horticulture, additional jobs would be in the order of 2685, contributing $311m annually into the
local economy. This type of land use is evident across the Waimea Plains and provides an indication

2 Value of Irrigation in NZ, NZIER & AgFirst (2014)

3 Water Wairarapa Governance Group reports 9 Feb & 9 March 2017
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5.28

5.29

5.30

531

5.32

5.33

of the scale of opportunity for additional high production land use, and conversely the scale of
economic risk without security of water supply.

This modelling also demonstrated that for every $1 of additional gross output to the land owner,
there was around a further $1.70 additional gross output to the rest of the local economy,
depending on the nature of land use. Similarly, for increased employment due to additional irrigated
land and/or land use changes, for every additional job on the land there would around an additional
1.4 jobs in the local economy (again depending on the nature of land use activity).

There is an argument for a user pays principle applied to the land owner, and for a wider community
good element through the additional downstream employment and business activity across the
wider economy i.e the public good principle. Research in this area suggests a 50:50 split between
private and community future economic benefit from irrigation related projects is conservative from
a public benefit perspective.

NZIER’s 2017 report of the economic impact of a fully augmented water supply (the Dam) is in the
range of an additional $71m - 89m annually. Assuming a 50:50 split between direct and indirect
beneficiaries this equates to $35.5m — $44.5m of economic value to the wider community. Therefore
a project funding allocation to environmental and community benefits (environmental, economic,
cultural and social) based a 30% Dam design capacity appears reasonable relative to Council’s capital
allocation of $17.2m for the benefits the dam would bring to the environment and general
community.

Without the Dam (or other augmented scheme) there is an opportunity cost associated with
business and employment growth; and a direct cost related to reduced land productivity that in turn
affects major processing-based companies. This total cost to the local economy (by GDP) was
estimated by Northington Partners at up to $S1b over 25 years. At an average of $40m per annum
this represents around 2.6% of the District’s economy.

Recent reports on the economic impacts of the Dam do not include employment numbers. However,
if the percentage regional GDP from agriculture/horticulture and manufacturing is assumed as being
representative of employment numbers in these sectors, then this equates to around 5,800 jobs.* A
3% loss of direct employment resulting from land use changes, lower production and reduced
processing capacity without an augmented water supply, equates to 175 jobs.

Quantified environmental and community benefits from the various sources (and related to the
Tasman District) are summarised as follows:

e $29m opportunity cost for the environment with no dam option
e Additional $35.5m - $44.5m benefit annually across the local economy
e Retention of estimated $40m GDP annually

e Retention of estimated 175 jobs in the District

6. Council’s Proposed Funding Options

6.1 Council has considered its funding options under LGA section 101 (3) and in the application of some
general principles. The advantages and impacts of all options have been presented in arriving at the
preferred ones. These are summarised as follows:

4 MBIE Regional Economic Activity Tool and author’s calculations.
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(a) $9.59m allocated to extractive capacity for the urban water supply provided to Council reticulated
properties and business supply agreements, would be funded through the existing Urban Water
Account. This approach is consistent with the funding of District wide water infrastructure. Other
options with differentials or a District wide rate for the Dam have been assessed as setting
precedence and open to legal challenge. Future costs can be offset by development contributions
estimated in the range of $1.9m.

(b) A total of $17.22m allocated to the benefits accrued to the environment and general community.
This is more complex than the extractive use component and is dependent on how the
“beneficiaries” are determined and therefore the appropriate rating tool to be used. Council
proposes to minimise the impact of rates as much as possible and at the same time fairly apportion
costs across the District and the Zone of Benefit, as follows:

e $10m CIIL interest free loan repayment in two lump sums in years 6 and 11 using Council’s
commercial activity revenue and surpluses of S1m/yr for 10 years. Council has flexibility in the
application of revenues from its commercial activities and it does not affect rates repayments.

e $4.29m to be repaid for benefits received by the environment and community. Council
propose to repay this debt through a combination of a fixed charge across the District and a
targeted rate based on capital value for properties in the Zone of Benefit. This is to reflect that
the whole District has access to the community benefits derived from the Dam project,
although those in the Zone of Benefit have more direct benefits in general. The impact of a
100% of the loan being repaid via a fixed charge across the District would be $42 per property
per year. Such an approach does not meet the “beneficiary pays” test to the extent that the
proposed option does.

e $2.91m for Council’s share of additional dam capacity funded from Council’s commercial
activity revenue and surpluses. This proposal is consistent with Council’s Financial Strategy in
using such revenues for reducing debt and reducing future demands on rates.

6.2 There is an accumulative rates and charges implication for funding of the Dam project using the
proposed options. The proposal is designed so that extractive users and properties in the Zone of
Benefit would pay the greater share of costs, but it also recognises that there are significant District
wide community benefits over time. Properties in the Zone of Benefit would pay a fixed District wide
charge, the Zone of Benefit targeted rate based on their CV and charges through the Urban Water
Account in the vast majority of cases. The same applies to irrigators on the Waimea Plains who incur
the same costs plus directly investing in the Dam project via WIL.

6.3 An issue that arises from funding some of the Dam cost from revenues and surpluses is the diversion of
these funds from other projects or other debt repayment. Council’s Financial Strategy is to make its
commercial operations more effective in generating income to help offset general rates and reduce
debt. To the degree that Council would be borrowing to fund its share of the Dam’s capital costs, using
commercial revenues is consistent with the strategy. It has also identified security of water supply for
the Waimea Plains as a strategic issue for the District and as such would be one of the priority projects
to fund. Ultimately Council has the flexibility to determine what revenues will be used to fund as part
of the LTP review process.

6.4 Below is a summary of the proposed options for funding councils share of the capital costs for the Dam
(26.8m) and how this will impact rates and charges for Tasman’s ratepayers.
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Urban Water Supply — Council reticulated properties and business supply agreements.

Capital Funding: $9.58m funded as a Table loan over 30 years

Operational Costs: $242,000 per annum (34% of Council’s operational costs)

. Funding through the
existing Urban Water Account

. Fixed charge fee plus volumetric charge meets full cost
of current and future capacity

° Includes all areas in the Urban Water Account

[ )

° Estimated fee increase from $320 fixed charge to ~

$350 and volumetric charge per cubic metre from $2.10 to ~
$2.30

Benefits from Dam to the Environment and General Community

Capital Funding: $17.2 million

e $4.29m funded via a Table loan over 30 years

e 5$12.91m funded from commercial activities income and surpluses

Operational Costs: $473,000 per annum (66% of Council’s operational costs)

$4.29m
Fixed Charge across the District
and Targeted Rate

A flat fixed charge on all District ratepayers
(S29/property/year) plus a targeted rate on properties in the
Zone of Benefit based on capital value

$12.91m
Revenue and Surpluses

To repay the CIIL $10m interest free loan - two S5m
repayments made in years 6 and 11. These repayments would
be funded from revenue and surpluses from Council’s
commercial activities.

Unallocated Dam capacity of $2.91m funded by commercial
activity revenue and surpluses
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Credit support of $29m for CIIL’s $25m loan to the dam company for WIL

Council provides full credit ClIL’s funding of WIL through the dam company would have
support for the CIIL Loan full credit support from Council of $29m for the CIIL loan of up

to $25m. The $29m credit support is from day one when the
interest costs and loan charges are capitalised.

In the event that WIL could not repay or refinance the loan,
Council would refinance the outstanding loan amount with all
costs and repayments recovered from WIL affiliated property
owners via a targeted rate.

6.5 Because of the inter-generational equity consideration of the Dam, Council is proposing a mix of loan

7.2

7.3

7.4

and revenue options. Loans would be repaid over a 30 year period from rates and charges to the urban
water account, the Zone of Benefit and the District. Revenues from Council’s commercial activities
would be used to repay the interest free loan from CIIL and the unallocated Dam capacity. Use of
investment income and surpluses reduces the rates impact/burden on ratepayers. It does however
also present a lost opportunity, as it precludes Council from reducing debt and/or spending on other
community and infrastructure projects. Council has agreed that the Dam is critical infrastructure for
the future growth of the District, to protect and grow the primary sector economy, and help manage its
regulatory and environmental requirements.

Funding Risks and Project Costs

There is a $13m contingency allowance for the budgeted dam construction cost of $50m. This
provides a high level of confidence (95%) that the dam will be constructed within budget. In relation
to project cost overruns, amounts between 0 - $3m would be shared on a 50/50 cost share basis
between Council with irrigators, while debt above $3m would fall to Council to fund. Cost savings
greater than $3m would also fall to Council.

In a scenario where Nelson City Council (NCC) decided not to invest in the Dam project, Council would
have to loan a further $5m to offset their contribution. It is likely that Council would fund this through
a 30 year Table loan and apportion the repayments between the Urban Water Club ($3.52m) and the
ratepayer for the benefits accrued to the environmental and general community ($1.48m).
Alternatively, if the cross-boundary water supply agreement with NCC were to continue, Council
would aim to recoup all or some of these costs through the fees and charges for water supplied to
NCC or some other means. Council could also choose to fund through any available surpluses and
revenue.

In the situation where WIL is unable to repay the CIIL loan, then Council as guarantor for this loan
would be required to pay any outstanding amount to CIIL. If this occurred Council would look to
refinance the outstanding loan amount through the Local Government Funding Agency with all costs
and repayments recovered from WIL affiliated property owners via a targeted rate.

Should WIL not raise the full $15m in subscriptions from irrigators (current and potential) then
Council, irrigators and CIIL would need to fully re-evaluate the project economics. Without the

Agenda Page 104



Tasman District Council Full Council Agenda — 19 October 2017

minimum 3000ha irrigator support the entire project is at risk. It is likely CIIL would withdraw their
support and loans.

7.5 In addition to the $75.9m capital cost to complete the Dam project, there have been additional
associated costs since 2014 that are considered outside the total budget estimate. Prior to June 2015
these were in the order of $6.6m and were shared amongst the project contributors at that time
including Council, WWAC, Fish and Game, NCC and Government agencies. Since that date Council has
also incurred additional project costs that have been assessed to be in the order of $2 - $2.7m until
financial close (anticipated May 2018). Additional costs of $2m have been included in the overall
rating figures discussed above in the proposed options.

8. Summary LGA Section 101(3) Analysis

8.1 LGA Section 101 (3) analysis is provided in Table 3 below. It is based on Council’s proposed funding
options in the Statement of Intent (SOP) presented for consultation on the dam project.

Table 3: Summary Section 101(3) Analysis for funding Waimea Community Dam project

Activity Proposed Waimea Community Dam (the Dam)

Provides an augmented water supply for irrigators and reticulated water
user in a defined area (Zone of Benefit), to provide for current and future
water demand. Consented water extraction by the Council and irrigators
would have to be reduced after 1 November 2018 to meet conditions in
the Tasman Region Management Plan (TRMP) without an additional water
source.

Capital cost: Estimated $75.9 million of which the Council’s contribution is
$26.8 million. Capital costs are to be met primarily by the exacerbators
and beneficiaries of the Dam.

Annual operating cost: Estimated $1.4 - 1.5m with the Council’s
contribution being 51% in proportion to its shareholding in the Dam
company ($715,000/year).

Contributes to The Dam would contribute to the following Community Outcomes in
Community Council’s LTP 2015-2025:
Outcomes

e Our unique natural environment is healthy and protected — the
Waimea River system and its values would be protected through
adequate river flows, even in times of high water demand

e Our urban and rural environments are people-friendly, well planned
and sustainably managed — residents have sufficient year-round
water supply to meet their expectations and productive land use is
enabled in a sustainable manner
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e Our infrastructure is efficient, cost effective and meets current and
future needs — the dam project is the most cost effective augmented
supply investigated, it mitigates the need to restrict current use at
peak periods and would cater for population growth out a 100 years

e Our Council provides leadership and fosters partnerships, a regional
perspective and community engagement — Council takes a leadership
role in driving the dam project and has encouraged engagement with
all stakeholders. This includes sharing the costs with extractive water
users, Government and the wider community that benefits in
environment, economic and social ways

e Our Region is supported by an innovative and sustainable economy —
security of water supply for irrigators and business would help ensure
an existing economy that is heavily reliant on primary industries; and
promote new highly productive land uses and new value-add
activities. Income from primary industry activities flows through the
rest of the local economy.

Distribution of
benefits

The direct beneficiaries include property owners on the Waimea Plains
with resource consents and/or the potential to obtain these; and
horticultural/agricultural businesses that irrigate. The total affected area is
5860 ha of which 5000 ha is assessed as suitable for current and potential
irrigation.

Also reticulated urban water users (domestic and business) in the
Richmond, Mapua, Brightwater, Waimea and West Nelson catchments. All
extractive water users would have a more reliable supply of water,
particularly at times of peak demand and during summer once TRMP
conditions and subsequent water restrictions are applied.

Future benefits would also accrue to businesses, residents and irrigators
where the Dam provides capacity for further growth. Those likely to
benefit most would be those with direct access to, or supplied with, water
drawn from the river and its aquifers. In the case of irrigators this equates
to an additional 1,200 ha of arable land. They would also receive, along
with current users, significant social and economic benefits realised from a
more secure water supply due to the dam project. Such benefits include
additional business and employment opportunities.

NZIER (2017) estimated up to an additional $923million of GDP to the local
over 25 years.

The beneficiaries extend beyond those parties who have created the need
foriti.e. the exacerbators. This is particularly true from a wider public
good perspective in relation to the following:

e the environmental health of the Waimea River system

e recreational use of the river during the summer period because of
minimum flows being obtained

e mitigating the risk of economic and employment losses due to
constrained water supply

e allowing for future residential and business growth, thus increasing
the rating base to help fund District activities
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e mitigating the reputational risk that could potential impact on the
visitors and future population growth. There is a national tourism
perspective to account for also given high domestic and international
visitor numbers to the region

e the potential for increased land based production and employment

e the potential for value-add business activities to help grow the local
economy

The degree of direct and indirect benefit to the community and different

water users derived from the Dam, has been assessed by the Council as

follows:

(a) The benefits to the district community including environmental,
economic and social ones. This is assessed at 30% of the Dam cost.
Benefits are shared by the whole community however it is recognised
that such benefits may be dependent on factors such as proximity to
the area of direct benefit. Indirect benefits accrue to the wider
economy from irrigated land production, and the increased spend in
the community as a result.

It is acknowledged that the District is a large land area and
communities at its periphery are less likely to receive the same level of
benefits as those urban areas with proximity to the Dam.

(b) The direct benefits arising from current and future capacity for
residential and business growth in the urban areas of Richmond,
Brightwater and Mapua that would be supplied water from the Dam
system. This equates to 1400 ha equivalent of the design capacity for
the Dam. Benefits include an increased rating base, more employment
and business activity to sustain and grow a prosperous local economy
and population growth.

(c) The benefits derived from the security of water supply to existing
and future Waimea irrigators/land owners. Under the proposed
model irrigators have been allocated 5425 ha of the Dam design
capacity, of which 76% of that water would be subscribed by current
irrigators, plus 425ha of unsubscribed capacity. Significant economic
loss would occur without the Dam and there would be a need to claw
back consented water use in dry periods with low river flows.
Northington Partners (2016) estimated a $1billion (GDP) loss over 25
years to the District’s economy without an augmented water supply.

(d) The benefits to Nelson City Council (NCC) and reticulated water
supply to residential properties and businesses at the western end of
the city adjacent to its boundary with the Tasman District. The
funding contribution from NCC to the Dam reflects the volume of
water supply going to this prescribed area plus a contribution to
environmental and community benefits.

Period of benefit(s)

Like most infrastructure projects, the benefits of the Dam are expected to
extend over multiple generations. The proposed dam storage allows for
future urban and business growth demands for the next 100 years; and
future irrigation capacity for 1200 ha of productive land to be taken up
over the next 25 years. To enable the full 1200ha to be used for irrigation,
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it would require further investment in irrigation infrastructure by
landowners.

For current irrigators, benefits would occur from 1 November 2018 after
which consented water use could be reduced by up to 70% without an
augmented water supply. The Dam would help protect existing (and
future) business activity and the economic impact this has across the
wider community.

Because of the inter-generational equity consideration of the Dam, the
Council is proposing a mix of loan and revenue options. A loan would be
repaid over a 30 year period from rates and charges to the urban water
club, the Zone of Benefit and the District. Revenues from Council’s
commercial activities would be used to repay the $10m interest free, 10
year loan from CIIL.

Whose actions
create the need for
the activity

Over-allocation of consents to take water from the Waimea River and its
aquifers has resulted in over extraction of water, particularly in times of
summer droughts which generally coincide with peak water demand. Over
extraction has led to significantly reduced river flows at certain periods,
impacting on the health of the river ecosystem.

Current water permit holders include:

e Properties totalling 3,800 ha on the Waimea Plains, including land-
based activity that irrigate, and commercial and industrial water user
activities

e Council which supplies reticulated urban water sourced from the
Waimea aquifer to Richmond, Nelson South, Hope, Brightwater,
Redwood Valley (limited) and the Mapua area. Current consented
extraction would not provide for projected future growth

e Nelson City Council who currently rely on water sourced from
Council’s supply system for the southern part of Nelson — urban and
industrial

The over-allocation of consents would result in the need for severe water

restrictions after November 2018 during peak demand and/or drought

periods. Severe would equate to a 70% reduction on peak demand.

The need to maintain a healthy river to protect environmental and
recreational characteristics also contributes to the need for the Dam to
help enable maintenance of adequate river flows and water quality.

This position is reinforced by the National Policy Statement on Freshwater
Management and increased community expectations for how natural
resources are managed. Conditions related to water in the TRMP (part V)
reflect both a national requirement and local position.

Costs and funding

Council’s capital funding is $26.8m of the $75.9m total cost (excluding
incurred project costs). Inthe LTP 2015-2025 $25m was allocated for a
water augmentation project for the Waimea Plains. That earlier cost
estimate predates current estimates.

The remainder of the total costs would be met by the primary
beneficiaries being the Waimea Irrigators and Nelson City Council.
Government has contributed to the project through Crown Irrigation
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Investments Ltd (CIIL) loans, and MFE’s Environmental Improvement Fund
grant of $7m.

Based on the “distribution of benefits” above, Council’s funding for the
Dam is distributed across different rating tools.

Council’s current preferred funding structure is:

e 59.58m allocated to the Urban Water Account and debt funded over
30 years through water and volumetric charges. Increased charges
would be partly offset by development contributions estimated at
$1.9m

e $10m interest free loan from CIIL allocated to environmental and
community benefits (public good) repaid in two lumps sums at years 6
and 11 from Council’s commercial activity revenue and surpluses.

e 52.91m for Council’s share of unallocated Dam capacity to be funded
from Council’s commercial activity revenue and surpluses.

e $4.29m allocated to environmental and community benefits to be
funded through a mix of a fixed charge across the District, plus a
targeted rate on capital value for those in the Zone of Benefit.

Annual operating costs of $1.4m - $1.5m are allocated between the Dam
company partners being represented by WIL and Council. The proposal is
to apportion 51% to Council ($715,000) and 49% to WIL based on the
ultimate shareholdings in the dam company. Councils share is proposed
to be apportioned between the Urban Water Account (34%) and the wider
environmental and community benefits (66%).

The funding structure reflects significant private benefit and the ability to
make user charging feasible through volumetric (consented) and irrigated
land area charges.

Costs that are attributable to the extractive urban use would be applied to
all members of the Urban Water Account across the District whether or
not they are in the Zone of Benefit for other rating purposes. This
approach is consistent with previous urban water account costs.

Council is also proposing to underwrite the CIIL loan to WIL. This
underwrite provision ensures a below market interest rate, and the offer
of the $10m interest free loan from CIIL to Council. The financial risk to
Council has been mitigated by requiring WIL to repay principle on the loan
from lump sum payments required by all new irrigators signed up to water
extraction rights.

Irrigators also pay an annual fee based on their number of shares/irrigated
hectares to cover finance and their share of annual operational costs.

Overall community
impact

This is a significant project for the District and up to $25m is budgeted in
the LTP 2015- 2025. Under the proposal we intend to meet the additional
unbudgeted $1.78m from current surpluses and revenue from Council’s
commercial activities.
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In the LTP, surpluses from these activities are generally to be used to
repay debt, however debt in not attributed to specific projects for which
loans are raised. The effect of attributing surpluses to the development of
the Dam is that other Council debt is not reduced and/or funds are not
allocated to other future capital projects. Council has agreed that the
Dam is critical infrastructure for the future growth of the District, to
protect and grow the primary sector economy, and help manage its
regulatory and environmental requirements.

Limiting the impact on rates is proposed to be managed through various
mechanisms. These include a $7m grant from MFE over three years
towards the river catchment management; a $10m interest free loan from
CIIL to go towards the environmental/community benefits allocation of
funding; and using current and future surpluses from commercial activities
over the next 10 years to repay the $10m CIIL loan and the additional dam
capacity cost of $2.91m.

Increased charges to the Urban Water Club would be in the range of 10%
including funding the capital and annual operational costs. This increase is
proposed to reduce over time with future development contributions
relating to the growth component of the Dam’s capital costs. The
environmental and community benefits allocation of $7.2m plus annual
operating cost would under this proposal be funded 70:30 from a fixed
charge across the District and a targeted rate (based on property CV) in
the Zone of Benefit. This reflects that benefits can accrue District-wide,
however would they be greater in the Zone of Benefit because of
proximity to the dam and it environmental and community impacts.

The fixed charge would equate to $29 per property per year. The Zone of
Benefit CV charge would be calculated at 0.000055 per dollar of CV
(including GST).

Under this proposal irrigators, who are in the Zone of Benefit, would be
paying annual charges through WIL, plus the District-wide, plus the Zone
of Benefit CV-based rate, and the urban water charges where they are on
an urban reticulated scheme or a rural connector to an urban scheme.

Whereas, under the proposal residential and business properties outside
the Zone of Effect would only pay the District wide rate, and the urban
water charges where they are part of the Urban Water Club.

The negotiated position between the Dam funders (including
Government) is assessed as the best possible deal for the Council and
therefore ratepayers. Not getting community and Council agreement on
the funding model can only further shift risks and costs to Council.

Increasing the contributions from Irrigators (WIL) would make their costs
commercially unaffordable. Growers/farmers would have to consider
lower production land uses and/or restrict summer production where
there is a risk of severe water restrictions in a no Dam scenario. This in
turn would result in lower revenues, reduced employment and reduced
spend across the local economy.
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Risks have been assessed and contingencies related to funding shortfalls
from JV partners considered. Council would likely fill gaps such as NCC
withdrawing, but should CIIL or MFE withdraw contributions then the
whole project is unlikely to progress. The risk of construction costs
exceeding the budget estimate is assessed at 5%.
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Appendix 1: Funding Principles

The table below outlines the common principles, and related considerations upon which these
proposed different rates and charges options were developed and assessed:

PRINCIPLES

1. Benefits are recognised for current water users; future users; and the wider
community

2. Benefits that are accrued in the future should be recognised differently from the
benefits to current users

3. Current benefits are apportioned to properties in the Zone of Benefit and the wider
community. There will be no differentiation between dffiliated (to WIL) and
undffiliated users when Council rates

4. Cost recovery for the community water supplies will be dealt with through the current
urban water account rates and funding mechanisms

5. For future community benefits, all properties are rated on the basis that Council
cannot determine who the particular beneficiaries will be. This is managed by loan
funding the capital costs rather than meeting these from operational expenditure

6. The cost of future community environmental, economic, and social benefits is met by
the whole District and ratepayers in the Zone of Benefit

7. Proximity to the Zone of Benefit will impact on the level of access to benefits

8. Operational costs are met by current beneficiaries

Agenda Page 112



Tasman District Council Full Council Agenda — 19 October 2017

Appendix 2: Council’s Funding Tools

Rating mechanisms are set out in the Local Government (Rating) Act 2002 (LGRA) to allow councils to raise
revenue through rates from the community generally, specified groups or categories of ratepayers, and
those who use or generate the need for particular services or amenities.

The rating mechanisms include:

1. General rates — where the community as a whole meets costs of a particular function or functions.
These taxes are rated on property value, according to a ‘cents in the dollar’ formula set annually by
Council.

For the Dam project, a general rate could be applied to pay for community benefit aspects including
environmental and recreational benefits, and further employment and business created throughout
the District through improved security of water supply.

2. Targeted rates — these are designed to fund a function or group of functions. Factors which can be
used for calculating targeted rates are— land value, improvement value, capital value, annual value,
total land area, area of land paved, sealed or built on, area of land protected, area of floor space of
buildings, number of connections, number of water closets and urinals, number of separately
used/inhabited parts, and extent of provision of services.

Targeted rates could be applied to those properties with existing and future water extraction rights,
plus reticulated water users that rely on the Waimea River supply network.

3. Differential rates — general rates can be set on a differential basis, where the Council can take into
account property value, location, area, use, and activities allowed for under the Resource Management
Act. A differential might also be applied across the District based on land use and/or zoning. Where it
can be shown, for example, businesses accrue a greater benefit over time than residential, then a
differential rate can be applied.

Council does not currently apply differentials.

A form of differential could be applied to the community benefit element of funding the dam project
based on distance/location from the zone of direct benefits. For example, residents in the
Takaka/Collingwood area could argue that the dam does not directly benefit them as they are less
likely to travel to the Waimea area for future work opportunities or recreational access to the river
system. However, for example, the Golden Bay Recreation Centre is funded District wide although
most users would live in Golden Bay.

This distance from direct benefit and access was applied for example to a regional targeted rate to pay
for the Wellington Stadium. Wellington City businesses and residents, with close proximity to the
stadium, pay a higher rate than those in the outer areas like Upper Hutt and the Kapiti Coast.

4. Uniform annual general charges — these are part of the General rates and are a fixed charge applied to
every rating unit, regardless of the capital value of the property.

5. Water rates — some councils meter water consumption and charge accordingly.

Where any targeted rate is calculated as a fixed amount per rating unit, a council cannot collect more
than 30% of its total rates revenue by way of a combination of those targeted rates and the uniform
annual general charges.

In addition to rating powers, councils can also generate revenues from the following sources:
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10.

Development contributions - new subdivisions and more intensive developments in existing areas can
impose significant new costs on existing ratepayers. Councils can decide that developers and their
clients should bear the costs of new infrastructure, such as reserves, roads, water and wastewater
infrastructure, and community facilities.

In the case of the Dam, the future costs could be partially offset by development contribution on new
subdivisions and commercial operations.

Subsidies and grants — Central Government provides subsidies and grants, particularly for
infrastructure related activities. In the case of the Dam, Council has received $7m grant from MFE’s
Freshwater Improvement Fund subject to the project proceeding as proposed. CIIL has also agreed to
loan up to $25m to the dam company for WIL on concessionary terms. They have also provided a
further S10m as an interest free loan to Council to contribute to the environmental and community
benefit costs.

Fees and charges - councils charge users for some council services such as swimming at council pools.
These are usually referred to as user charges. Councils can also fix reasonable charges for a range of
regulatory services, such as issuing permits and licences, undertaking inspections (such as building
inspections) and issuing parking infringement notices.

Debt — is generally raised for capital projects which are life-long assets over which the period of a loan
might be extended. A rating mechanism may still be used to repay the loan.

Income from investments — these can be used both in terms of asset sales and using profits to fund
specific activities. Council receives income from its investment activities to offset the general rate and
reduce debt.

The above rating and funding mechanisms (as relevant to Council) have been considered for the Dam
project.
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Appendix 3: Assessment of Funding Options

Extractive Users

EXTRACTIVE USERS - PROPOSED FUNDING OPTIONS AND ALTERNATIVES

Option

How

Advantages and Disadvantages

Proposed Option

Funding the capital
contribution of $9.58m
and operation charge of
$242,000/year through
the Urban Water Club

Fixed service charge plus
volumetric charge to meet
the full costs

Includes all users in the
Urban Water Club

Estimated fixed fee
increase by $31 per
connection/ year and
volumetric charge per
cubic metre increase by 20
cents ($0.2/m3)

Rural water extensions to
urban water schemes
estimated rate increase
would be from $605.92/
1m3 of restrictor volume to
~$664.81/1m? of restrictor
volume

Advantages

e Maintains the current funding
mechanism

e Consistent with current Council
practices for funding urban water
supply

e Table loan repaid over 30 years to
ensure intergenerational fairness

e Development Contributions (DCs)
would reduce the rates and charges

e In the same way that other water
supply infrastructure is provided
across the District, most of the
District helps meet the Dam project
costs rather than just those who
directly benefit.

Disadvantages
e Increases charges by 10% to pay for
water security and future demand

Alternative Options

1. Funding through the
existing Urban Water
Account with
differentials

Fixed service charge plus
volumetric charge remains
unaffected by costs of the
Dam for properties outside
the Zone of Benefit.

There would be a higher
charge (called a
differential) to cover the
Dam project for all
properties in the Zone of
Benefit.

This would also include
Rural water extensions to
urban water schemes

This would result in a 12-
13% fee increase. The

Advantages
e Based on the current funding

mechanism
e Can target direct beneficiaries

Disadvantages

e Undermines the current basis of
charging through the Urban Water
Account, potentially requiring
Council to move to a catchment
based approach for all catchments
in the water account.

e Creates a precedent for future
urban water projects in the District
being funded by the community
directly benefitting

e Would require a fundamental
change to or disestablishment of
the Urban Water Account policy
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fixed charge would
increase by $41. The
volumetric charge per
cubic metre would increase
by 25 cents.

Based on expected average
water use of 225m3/year
an increase of $97 would
be typical.

Rural water extensions to
urban water schemes
estimated rate increase
would be from $605.92/
1m3 of restrictor volume to
~$677.99/1m?3 of restrictor
volume

and practices. This would adversely
impact on the smaller settlements
in the District

Creates significant added
complexity and adds increased
costs in the administration

2. Targeted rate for the
Waimea Community
Dam project

Targeted rate based on
cents in dollar of capital
value. Applied District wide
or to properties in Zone of
Benefit including
properties which are
classified as non-rateable
by the Local Government
Rating Act 2002

For District wide the
calculated rate would be
$0.000065/dollar of capital
value. Example charges
would range from $16 for a
$250k CV to $65 for a S1m
CV.

Applied only to the Zone of
Benefit, rate would be
$0.000174/dollar of capital
value. Charges would
range from $44 for a $250k
CV to $174 for a S1m CV.

Advantages

Disadvantages

Could be used with differentials
Relatively simple to apply

New targeted rate to be
established

Doesn’t incentivise water
conservation as no increase in
volumetric charge

If only on the Zone of Benefit, it
creates precedent for future urban
water schemes in the District being
funded by the community directly
benefitting. It would also create a
precedent for future projects to be
funded outside the Urban Water
Account.
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General Ratepayer - Benefits to Environment and General Community

PROPOSED FUNDING OPTION AND ALTERNATIVES

Option

How

Advantages and Disadvantages

Proposed Option

A Fixed Charge across
the District and a
Targeted Rate on
those in the Zone of
Benefit

A flat fixed targeted rate
on all District ratepayers
(S29/property/year) plus a
targeted rate on properties
in the Zone of Benefit
based on the properties
capital value

Applied only to the Zone of
Benefit, the capital value
targeted rate would be
$0.000055/dollar of capital
value. Example charges
range from $14 for a
$250,000 CV to $56 for a
$1m CV. These totals
exclude the additional fixed
rate of $29.

Advantages

e Easy to administer alongside existing
rating mechanisms

e Accounts for value/scale of activity per
rateable unit

e Provides a fair mechanism to
apportion the environmental/
community benefit costs

e Consistent with current District wide
funding of activities

Disadvantages

e Depending on how the costs are
apportioned, the cost share may not
be viewed as fair and reasonable

e Some Tasman ratepayers outside the
Zone of Benefit may object to
contributing towards the Dam costs

Alternative Options

1. Funded through
the Uniform
Annual General
Charge (UAGC)

A flat fixed charge on all
District ratepayers

The increase in the UAGC
would be $42 per property
per year

Advantages
e Easy to administer alongside existing
rating mechanisms

Disadvantages

e Does not recognise the nature or scale
of additional benefits to those who
also directly benefit from the
augmented water supply.

e Not the most cost-effective way to
meet the present and future needs of
water users.

2. Funded through a
General Rate
across the District
based on Capital
Value (CV)

The rate based on CVs
across the District

The general rate increase
would be ~2.6%

Advantages:
e Easy to administer alongside existing
rating mechanisms

Disadvantages

e No differentiation between land use
or location from a beneficiaries’
perspective

e Likely to arouse wide debate and
objection from the community
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High value properties in outlying areas
of the District, eg Golden Bay, would
pay significant rates

3. General rate with
differential for
land use activity

A different amount per $
CV for unit type. eg
residential, commercial,
rural, tourist services

Advantages

Disadvantages

Recognises benefits of the Dam
project to different activities. eg
businesses and tourist services are
more likely to benefit

Accounts for scale/value of activity

Requires evidence and justification
that would be relatively difficult to
provide

Difficult to prove benefits to areas
further away from the Zone of Benefit
eg Golden Bay and Murchison

Likely to arouse wide debate and
objection from the community

High value properties in outlying areas
of the District would pay significant
rates

4. General rate —
with location
differential

General rate (CV) with a
differential for Golden Bay
and Lakes Murchison
Wards. For example, these
areas pay 50% of the rate
paid by other Wards
ratepayers

Advantages

Disadvantages

Recognises accessibility of community
benefits based on furthest distance
from Zone of Benefit

Shifts rates burden more to the areas
of direct benefit and does not
recognise wider environmental and
community benefits of the project
Major shift in Council’s Rating Policy
which is likely to have flow on effects
to other general rates funded
activities, for example roading

5. Targeted rate on
extractive water
users

Targeted fixed or variable
rate on extractive users
including irrigators on the
Waimea Plains and the
Urban Water Account

Advantages

Disadvantages

Shifts rates burden to the area of
direct benefit

May not meet the requirements of the
Local Government (Rating) Act if based
on a volumetric charge.

Apportions all costs to direct
beneficiaries and does not recognise
that there are wider benefits to the
environment and community generally
of the Dam project
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e Would be difficult to administer as it
would be based on water permits for
irrigation

e Would be unaffordable for WIL
affiliated members with current costs
in the top quartile of what irrigators
could meet ($5000 - $5500 per
hectare/share plus initial operating
costs of $550-5600/ha/year)

e  Would significantly increase costs for
those ratepayers in the Urban Water
Club
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8.2 RATES REMISSION APPLICATION - LAND SUBJECT TO COUNCIL INITIATED ZONE
CHANGES
Decision Required
Report To: Full Council
Meeting Date: 19 October 2017
Report Author: Kelly Kivimaa-Schouten, Revenue Accountant; Russell Holden, Finance

Manager

Report Number:  RCN17-10-03

Summary

11

1.2

13

1.4

15

1.6

1.7

Council has a policy on Remission of Rates for Land Subject to Council Initiated Zone
Changes (the Remission Policy). This policy is attached (Attachment 1).

The objective of the Remission Policy is to temporarily offer rates relief to residential property
owners whose rates have increased as a result of land being rezoned.

Council can only approve rates remissions if they are satisfied that the conditions and criteria
of the Remission Policy are fully met. The costs of rates remissions are met by other
ratepayers through increased rates.

An application for a rates remission for valuation #1937027500 has been received for
2017/2018. This is a property in Wakefield which has had a land value and capital value
increase as a result of a recent rezoning.

The Remission Policy states that Council may delegate authority to consider and approve
applications to Council officers, however in the event of any doubt, the application is to be
referred to the Corporate Services Committee for a decision.

Since this is a first time application and the Council has considerable discretion under the
Remission Policy, the Corporate Services Manager declined to exercise his delegation. The
decision has been referred to Full Council for consideration because there is no longer a
Corporate Services Committee.

Staff recommend a remission at 100% of the increased rates that occurred as a result of
rezoning for this applicant.
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2 Draft Resolution

That the Full Council

1. receives the Rates Remission Application - Land Subject To Council Initiated Zone
Changes report RCN17-10-03; and

2. approves the remission of rates for the 2017-2018 year, being $679.42 for valuation #
1937027500, in accordance with Council’s Policy on Remission of Rates for Land
Subject to Council Initiated Zone Changes
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3 Purpose of the Report

3.1 The purpose of this report is to consider the remission application for property valuation
#1937027500 under the Council’s policy on Remission of Rates for Land Subject to Council
Initiated Zone Changes (the Remission Policy).

4 Background and Discussion

4.1 Council has received a first time remission application under its Remission Policy for a
property on Edward Street, Wakefield, rating valuation #1937027500, for the 2017-2018
rating year. This property had a capital value increase from $415,000 to $645,000 as a
result of a recent rezoning from rural residential to residential.

4.2 The Remission Policy states that Council may delegate authority to consider and approve
applications to Council officers, however in the event of any doubt, the application is to be
referred to the Corporate Services Committee for a decision.

4.3 Since this is a first time application and the Council has considerable discretion under the

Remission Policy, the Corporate Services Manager declined to exercise his delegation. The
decision has been referred to Full Council for consideration because there is no longer a
Corporate Services Committee.

When can a Council remit rates and how are remissions funded?

4.4

4.5

4.6

4.7

Councils have limited discretion to reduce rates that have been validly set, but Section 102
(3) of the Local Government Act 2002 permits Councils to set a rates remission policy.

Section 109 of the Local Government Act 2002 requires the remission policy to state the
objectives to be achieved by the remission of the rates and the conditions and criteria to be
met in order for rates to be remitted.

Section 85 of the Local Government (Rating) Act 2002 restricts the ability of Councils to
remit rates to those circumstances when the local authority has adopted a rates remission
policy and the Council is satisfied that the conditions and criteria in the policy are met.

The Council has budgeted for remissions expense under the remission policy. This
remission expense is directly funded by rates i.e. everyone’s rates are slightly higher in order
to fund the expected costs of rates remissions.

Remission Policy Factors to Consider

4.8

4.9

4.10

Council can only legally remit rates that meet its Remission Policy. The objectives of the
Remission Policy state that “This Policy is to allow Council, at its discretion, to remit rates
charged on any rating unit used for residential purposes that is rezoned as a result of a
Council initiated zone change. The aim of this Palicy is to allow the Council to consider
remitting rates for those ratepayers most adversely affected... The Council’s preference is to
allow a transition period before affected ratepayers are required to pay the increased rates in
full.”

Council will need to consider whether the applicants are among those most adversely
affected by the zone change.

In order to qualify for a remission the Council’s Remission Policy states that a number of
conditions and criteria must apply including the following:
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4.11

4.12
4.13

4.14

4.10.1 The rating unit is used for residential purposes and must have been used for

residential purposes prior to the zone change being initiated MET
4.10.2 The rating unit has been rezoned as a result of a Council initiated zone change

notified after 5 October 2007 MET
4.10.3 The effect of the rezoning is that the land value of the rating unit increases MET

4.10.4 The applicant must have owned the rating unit prior to the zone change being
initiated MET

4.10.5 The rating unit must be the principle place of residence both at application and prior
to the rezoning MET

Another of the criteria is that the rates payable increase to an extent the Council considers
appropriate. Rates in the prior year were $2,889. Rates this year are $3,578. The rates
increase of $689 or 24% is largely due to rezoning ($679.42).

Council needs to consider whether this increase is inappropriate.

The Remission Policy then grants the ability to remit any or all parts of the rates, but not
more than the amount the rates have increased as a result of the zone change.

Prior to this application, all remissions approved under the Remission Policy have related to
the rezoning in the Lower Queen Street/ Headingly Lane area. Applications were first
approved for the 2012-2013 rating year, and all applications that have been approved have
been at the 100% level.

5 Options
5.1 Option 1: Decline Remission

5.1.1 The Council can decline to grant a remission for this application. This option is not
recommended by staff because it is inconsistent with past applications in the Headingly
Lane/Lower Queen Street area.

5.1.2 Land use change may be better incentivised by selecting this option.

5.1.3 Selecting this option would mean that the rates on the property, which reflect the
increased property values from rezoning, would be paid for by the property owner
rather than the general ratepayer.

5.2 Option 2: Grant Remission of between 0-100%

5.2.1 Council can grant a remission if they interpret that the conditions and criteria of the
Remission Policy are met. This option is recommended by staff.

5.2.2 Granting a remission would be of financial benefit to the applicant, with the rates cost
resulting from value increases due to rezoning being paid by other ratepayers in the
district.

6 Strategy and Risks
6.1 The rates Remission Policy was put in place to consider remitting rates for those ratepayers

adversely affected by an increase in rates when the land value of their rating unit has
increased as a result of a Council initiated zone change, with the intention that full rates
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would ultimately be paid. Council will need to apply its Remission Policy to determine
whether this application meets the objectives and conditions and criteria of the policy.

7 Policy / Legal Requirements / Plan

7.1 Legal requirements are set out in clauses 4.4-4.7 and 4.8-4.13 above.

8 Consideration of Financial or Budgetary Implications

8.1 If approved, any remission granted under this application would be covered by Council’s
current year remission expense budget, which is general rate funded.

9 Significance and Engagement

9.1 This decision is of high significance to the applicant because of its immediate impact on their
rates. The decision is of low to moderate significance for the rest of the ratepayers in the
district as it is a unique remission application and the current pool of applicants under this
policy are limited to those with rates that have increased as a result of a Council initiated
zone change.

9.2 The Remission Policy under which the application has been considered has already been
subject to consultation and no consultation is required on this decision.

10 Conclusion

10.1 The Council is asked to consider the rates remission application for valuation #1937027500

11 Next Steps/ Timeline

11.1 The applicant will be notified of the decision.

12  Attachments

1. Policy on Remission of Rates for Land Subject to Council Initiated Zone Changes 127
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POLICY ON REMISSION OF RATES FOR LAND SUBJECT TO COUNCIL INITIATED

ZONE CHANGES

OBJECTIVES

This Policy is to allow Council, at its discretion, to remit
rates charged on any rating unit used for residential
purpaoses that is rezoned as a result of a Council initiated
zone change. The aim of this Policy is to allow the Council
to consider remitting rates for those ratepayers most
adversely affected by an increase in rates when the land
value of their rating unit increases as a result of a Council
initiated zone change. The Council's preference is to
allow a transition period before affected ratepayers are
required to pay the increased rates in full. It is accepted
that the rates remitted will be paid by other ratepayers.

APPLICATION

This policy applies to properties located in the
Tasman District.

POLICY

1 CONDITIONS AND CRITERIA

1. The Council may, on the application of a ratepayer,
remit all or part of the rates on a rating unit, if
a)  the rating unit is used for residential purposes,
and

b) the rating unit has been rezoned as a result
of a Council initiated zone change made
under Part 1 Schedule 1 of the Resource
Management Act 1991, and

c) the zone change was notified after 5 October
2007, and

d) the effect of that zone change is that the land
value of the rating unit increases, and

e) consequently the rates payable in respect
of the rating unit increase to an extent the
Council considers to be inappropriate.

2. The amount of remitted rates on a rating unit will not
exceed the amount by which the rates on the rating
unit have increased as result of the zone change.

To be considered for a rates remission under this Policy:

a)  the rating unit must be situated within the
area of land that has been rezoned; and

b)  the rating unit must be used for residential
purposes, and must have been used for
residential purposes prior to the zone change
being initiated by the Council; and

c) the applicant ratepayer must have owned the
rating unit prior to the zone change being
initiated by the Council; and

d)  the rating unit must be the applicant ratepayer’s
principal place of residence, and must have
been the principal place of residence of the
applicant ratepayer prior to the zone change
being initiated by the Council.

The remission of all or any part of the rateson a

rating unit may be for such period of time as the

Council considers reasonable, commencing from the

date upon which the Council determines that the

land rezoning affected the land value of the rating
unit and increased the rates payable in respect of the
rating unit, provided that no rates shall be remitted
that were due in a financial year (1 July to 30 June)
prior to the one in which this Policy commenced.

The decision to remit all or any part of the rateson a

rating unit shall be at the sole discretion of the Council.

The Council may refuse to remit rates even where the

conditions set outin this Policy are met by a ratepayer.

Subject to clause 8 of this Policy the remission of

rates on a rating unit will cease upon the happening

of any of the following events:

a) the death of the ratepayer; or

b) the ratepayer ceases to be the owner of the
rating unit; or

¢)  the ratepayer ceases to use the rating unit as
his/her principal place of residence; or

d)  adate determined by the Council in any
particular case; or

e)  any earlier date determined by the ratepayer in
any particular case.

PART 6 - POLICIES AND STATEMENTS - PAGE 257
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POLICY ON REMISSION OF RATES FOR LAND SUBJECT TO COUNCIL INITIATED
ZONE CHANGES (CONT.)

The Council may at any time at its discretion grant
the ratepayer an extension of the rates remission
period previously agreed to by the Council.
The Council may consider and be guided by the
following criteria in its decisions on applications for
a rates remission under this Policy -
a)  those relevant matters set out ins101 of
the Local Government Act relating to the
determination of appropriate funding sources;

b)  whether the applicant ratepayer actively
sought rezoning or any deferred zone
uplifting;

c)  whether the applicant ratepayer has realised a
financial benefit from the zone change;

d) theinfluence of market movements on land
values;

e) the personal circumstances including the
financial circumstances of the applicant
ratepayer;

f)  equity and fairness among ratepayers;

g) the precedent effect.

Definitions

10.

11

12,

In this Palicy residential purposes means any land
used for residential or residential/lifestyle purposes,
including land not zoned for those purposes on
which a dwelling is located and is occupied by the
ratepayer as their principal place of residence.

In this Policy ratepayer means the registered
proprietors of a rating unit at the time the Council
decides to remit all or part of the rates on that
rating unit in accordance with this Policy.

In this Policy rates means the general rate and
other rates set by the Council that are calculated by
utilising the rateable value of the rating unit.

PAGE 258 — PART 6 - POLICIES AND STATEMENTS

PROCEDURE

The application for rates remission must be made
to the Council on or before 15 September of a rating
year if the applicant wishes the remission to apply
to rates payable in that year.

Applications for remission must be made on the
prescribed form.

Applications will not be accepted for prior years.

Each application for a rates remission will be
considered on a case by case basis following receipt
of an application by the ratepayer. The extent and
duration of any remission shall be determined by
the Council.

As part of the application process the Council will
direct its valuation service provider to inspect the
rating unit and prepare a valuation. Ratepayers
should note that the valuation service provider's
decision is final as there are no statutory rights of
objection or appeal, for valuations of this type. The
extent of any remission will be based on valuations
supplied by Council’s valuation service provider.

Council may recover costs from applicant ratepayers
in accordance with the Fees and Charges Policy.

Council may delegate authority to consider

and approve applications to Council officers.

In the event of any doubt or dispute arising, the
application is to be referred to the Corporate
Services Committee for a decision,
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8.3 GRANT OF EASEMENT TO NETWORK TASMAN LIMITED AT RIVER VIEW
CAMPGROUND
Decision Required
Report To: Full Council
Meeting Date: 19 October 2017

Report Author: Robert Cant, Senior Property Officer

Report Number: RCN17-10-04

Summary

11

1.2

13

14

15

The operators of the Council owned River View Campground in Murchison have asked
Network Tasman Limited (NTL) to provide an upgraded power supply before the busy
summer holiday season.

We have been advised by NTL it is more efficient to install an upgraded power supply on the
legal road adjacent to the campground. Locating a better supply on the legal road will
require Council to grant an easement for the underground cabling, and small connecting
boxes, either under or on a small part of the recreation reserve land the campground is
located on.

Because the easement land is on a recreation reserve, the decision must be made by Full
Council. This is due to limitations in the delegation from the Minister of Conservation
allowing the Council to grant easements on reserve land without obtaining consent from the
Department of Conservation.

The easement itself is one with a very low impact. If not for the fact the land is recreation
reserve, the decision to grant the easement would be made at staff level.

This request represents a cost saving to NTL, while having no impact on the Council. As
such it is recommended that the Council grant the easement as a matter of ‘public good’ and
to help retain the good working relationship between NTL and Council.
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2 Draft Resolution

That the Full Council

1. receives the Grant of Easement To Network Tasman Limited at River View
Campground report RCN17-10-04; and

2. approves the granting of a perpetual easement in favour of Network Tasman Limited,
covering the small land area between the proposed electricity infrastructure to be
established on the legal road adjacent to the camp ground, and the existing power
pole within the camp ground recreation reserve area; and

3. authorises the Property Manager to sign any papers required to give effect to this
resolution.
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Purpose of the Report

3.1

To approve the granting of an easement in favour of Network Tasman Limited (NTL), to
allow an upgrade of the power supply at the Council owned River View Campground in
Murchison

Background and Discussion

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

The campground lessee has requested NTL upgrade the power supply at the River View
Campground. The present power supply is marginal over the busy summer season.

A picture of the present supply is shown on attachment 1. This supply is protected under the
Electricity Act 1992, so has no existing easement. It is very close to the boundary with the
legal road, albeit the legal road is only roughly formed and realistically part of the
campground.

To upgrade the campground supply would ordinarily involve installing a larger transformer on
the same power pole.

Network Tasman Limited are about to start a significant upgrade of their network supply.
This will involve replacing all of the transformers situated on power poles and replacing them
with larger capacity units based on the ground.

Network Tasman Limited have asked if this upgrade in supply could be done by going
straight to the ground based equipment. A mockup of what is proposed is shown on
attachment 2. The ground based transformer will be on legal road, so doesn’t need an
easement. The underground connecting cables to the power pole will run under the reserve,
along with two small connection boxes so, therefore, will need an easement.

The power upgrade is being done at NTL'’s cost, including the cost of registering the
easement. It is worth pointing out that this type of upgrade outside of NTL’s area usually
involves the person requesting the upgrade, paying for all equipment.

Network Tasman Limited are asking the Council to consider granting this easement as a
matter of urgency, so the new ground based transformer can be installed before the
summer. The alternative is to install an expensive upgrade on the power pole, only to take it
down in the next year or so to replace it with the ground based transformer. If that occurred,
the process would still involve easements at that time.

This activity is being undertaken at this time essentially as a favour to NTL. It does mean a
substantial saving in terms of equipment for NTL. Given NTL is owned by the same people
who are Tasman District Council’s ratepayer base, it is considered in the public interest to
allow the ground based upgrade now, rather than the more expensive two stage process
with an easement required in a year or two.

The underground connecting cables, along with a couple of small on ground control boxes,
will be located on the recreation reserve on which the campground operates. The legal
powers to grant an easement sit with the Full Council. They are unable to be approved at
officer level. See Section 7 of this report.

The decision on whether to grant the easement is considered to be very minor. There will be
no negative impact on the campground. The power upgrade was planned by NTL anyway,
but the campground needs it sooner than scheduled.
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Item 8.3

4.11 The cables will be underground, and the small above ground controllers will be next to the
existing power poles. The effect on the reserve, and the public enjoyment of it will be
negligible. The actual transformer is being moved from the reserve and onto legal road. The
easement is arguably positive on the reserve. The overall impact on public enjoyment of the
area is positive, with the upgraded equipment providing better security of supply to the users
of the campground.

4.12 The proposal is to grant NTL an easement in perpetuity. Section 17(3)(c) of the
Conservation Act 1987 allows the granting of easements for the duration of a public work.
Electricity supply is considered to be a public work, and a public work that endures in
perpetuity. The easement area will cover the land under which the cabling traverses to the
power pole. This will only be 3-5m between the transformer and the pole. The width of the
easement will be 3m.

5 Options

5.1 The recommended option is for Council to grant the easement in favour of NTL, in
perpetuity, covering the short distance between the new transformers, and the existing
power pole. This will allow for underground cabling, plus some small controller boxes
adjacent to the power pole.

5.2 The other option is to deny the request to grant the easement. This would necessitate NTL
installing a transformer on the existing power poles (NTL would not require an easement as
it is existing infrastructure), but then approaching Council to grant this same easement in a
year or so. This would involve a waste of significant public money, albeit not a cost for
Tasman District.

6 Strategy and Risks

6.1 Granting the easement is not considered to have any effective risks. The power supply
needs to be upgraded to allow the campground to continue to operate efficiently. The
proposed infrastructure will have no practical impact on the reserve users, when compared
to the existing NTL infrastructure.

6.2 There are two risks associated with refusing to grant the easement. The largest is
reputational risk with NTL. At the moment, there is some give and take with NTL relaxing
their processes to allow infrastructure to be installed earlier than it might be with other
agencies. They have frequently installed important power upgrades based on letters of
intent, rather than waiting for registered easements. The relationship is predominantly
positive. The associated risk in this case is that it could delay the installation of the upgrade,
causing issues with the supply to the campground.

7 Policy / Legal Requirements / Plan

7.1 The powers to grant this easement follow a complex path. The question of whether the
Council could grant this easement have been much harder to confirm, than the decision on
whether the Council should grant this easement. The following is the legislative path.

7.2 The reserve is one that derived its title from the Crown (as opposed to one that the Council
purchased, or one that vested as a reserve through a subdivision process).
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7.3

7.4

7.5

7.6

The Minister of Conservation appointed Tasman District Council to control and manage this
reserve (Lot 1 DP 10575) by NZ Gazette 2015, page 4621.

Section 59A(1) of the Reserves Act 1977 grants the Minister of Conservation the power to
grant concessions over reserves which are subject to an appointment to control and
manage. This requires the Minister to grant this easement using the powers available in Part
3B of the Conservation Act 1987.

The Minister of Conservation has delegated her powers under Section 59A(1) to the Council.
The Department of Conservation’s view is that the Council cannot further delegate its powers
to an officer of Council. This decision must therefore be made by Full Council.

Section 17Q of the Conservation Act gives the power to grant the easement; Section 17s,
sets out the information required to be provided; Section 17U specifies the matters to be
considered in considering whether to grant the easement; and Section 17Z covers the term
the easement can be granted for. All of these requirements are covered in section four of
this report.

Consideration of Financial or Budgetary Implications

8.1

As is covered in section four of this report, the installation of the power supply is at NTL’s
cost. There are no known financial implications for Council. Any unexpected costs could be
accommodated from within existing budgets for the campground commercial asset.

Significance and Engagement

9.1
9.2

This decision is considered to have a very low level of significance. See attached table.

It is therefore not considered necessary to consult beyond the directly impacted parties —
namely Network Tasman Limited, and the River View Campground Managers.
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Level of ,
Issue S Explanation of Assessment
Significance

Is there a high level of public
interest, or is decision likely to Low
be controversial?

The public are unlikely to notice the new
infrastructure.

Is there a significant impact
arising from duration of the Low
effects from the decision?

The easement will be in perpetuity, but
there will be no impact on public use.

Does the decision relate to a
strategic asset? (refer
Significance and Engagement
Policy for list of strategic assets)

While the campground is an important
Low asset, this will not impact on the ongoing
use

Does the decision create a
substantial change in the level Low
of service provided by Council?

Positive change to service to campground
users from the upgrade

Does the proposal, activity or
decision substantially affect
debt, rates or Council finances | | ow No impact on debt
in any one year or more of the
LTP?

Does the decision involve the
sale of a substantial

proportion or controlling interest | LOW No
ina CCO or CCTO?
Does the proposal or decision
involve entry into a private Network Tasman Ltd is providing its usual
sector partnership or contract to | | ow services to Council by installing the
carry out the deliver on any supply.
Council group of activities?
Does the proposal or decision
involve Council exiting from or
Low Not applicable

entering into a group of
activities?

10 Conclusion

10.1 This is a very low impact decision. If the land was owned by the Council it would ordinarily
be made at a staff level, rather than having to be presented to the Full Council.

10.2 The easement itself will have no practical impact on the public enjoyment of the reserve.

10.3 Itis appropriate for the Council to agree to grant this minor easement.

11 Next Steps/ Timeline

11.1 As soon as Council has made a decision, advice will be provided to NTL, who will start work
immediately on the upgrade to the power supply. It is hoped installation can be completed
before the busy summer season.
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12  Attachments

1. Existing Supply Photo 137
2. Proposed Supply Mock Up 139
3. Appointment to control and manage River View Domain Area. 141
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NEW ZEALAND GAZETTE, No. 87 — 6 AUGUST 2015

Classification of Parts of a Reserve and Appointment of the Tasman District
Council to Control and Manage Part of a Reserve

Under the Reserves Act 1977, the Rotoiti Nelson Lakes Conservation Services Manager, Department of
Conservation, classifies that part of the reserve described in the First Schedule as a recreation reserve, and
further classifies that part of the reserve described in the Second Schedule as a scenic reserve, and further
appoints the Tasman District Council to control and manage the recreation reserve described in the First
Schedule for recreation purposes, and further appoints the Tasman District Council to control and manage that
part of the reserve described in the Second Schedule for scenic reserve purposes, subject to the provisions of the
Act.

Nelson Land District—Tasman District
First Schedule

Area

ha Description

31.3841 Part Section 94A Square 170 (Napalis Parcel #1830129); Part Section 94A Square 170
(Napalis Parcel #1917120); Section 136 Block Il Tutaki Survey District; Lot 1 DP 10575.

Second Schedule

Area

ha Description

3.1363 Section 26 Block Il Tutaki Survey District.

Dated at St Arnaud this 3rd day of August 2015.
JOHN WOTHERSPOON.
(DOC PAR-10-02-193)

2015-In183
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8.4 WAIMEA COMMUNITY DAM PROJECT REPORT
Information Only - No Decision Required
Report To: Full Council
Meeting Date: 19 October 2017

Report Author: Lindsay McKenzie, Chief Executive

Report Number: RCN17-10-05

Summary

11

1.2

13

1.4

15

1.6

This is the seventeenth status report on the Waimea Community Dam Project. The Project
Board met on 15 September 2017 and is due to meet again on 20 October 2017 following the
council meeting. This report is brief because there are two other project reports on this
agenda.

The commercial negotiations reached a milestone when | signed the process/commitment
letter on 21 September 2017. Council authorised that at its 7 September meeting. A copy
was sent to you together with the term sheets. Mike Drummond’s report deals with those.

There was a further negotiation meeting in Wellington on 5 October which | attended on Mike
Drummond’s behalf. The meeting dealt with regulatory and financial risks and their mitigation.

I've previously advised that the Stuart, Irvine (Mitch) and Lee Forests objections to the Public
Works Act taking of some of their land had been resolved and full settlement reached. JWJ
Forestry has also now withdrawn its Environment Court objections. That followed a brief
negotiation to finalise matters. Council can now proceed to take the land even though
compensation is not finally agreed.

A fresh application has been made to the Department of Conservation to transfer the 9.9ha
of land from the Mt Richmond Forest Park to Council. The Department is working on the issue
internally. We will meet them when Peter Graham (The Property Group) returns from overseas
in late October.

The Request for Proposals for dam construction was issued to tenderers as scheduled on
29 September. This work stream is transitioning to the Project Office, which is gradually being
set up.

Draft Resolution

That the Full Council

1.

receives the Waimea Community Dam Project Report RCN17-10-05;
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3 Purpose of the Report

3.1 The purpose of this report is to provide an update on Waimea Community Dam project work
streams.

4 Overall Project Timeline

4.1 There has been no material change to the overall project timeline. Council’s decisions and
work streams are on track. It is likely that the release of Waimea Irrigators Ltd (WIL) Product
Disclosure Statement will be delayed while Financial Markets Authority approval is sought.

4.2 All going well, WIL'’s capital raising should commence in November and not delay the project’s
financial close — but it may. The prospect of not having capital flowing into WIL until early 2018
will need to be managed.

5 Risks

5.1 The key risks to the project include the decision of the Tasman and Nelson councils on their
Statements of Proposal (SOP) and the outcome of the community consultation processes;
WIL’s capital raising; the position the Department of Conservation takes on the Council’s
application for land transfer; the remaining land and access negotiations and third party
litigation.

5.2 ltis satisfying to note that all of the legal challenges to the project’s ‘public works’ credentials
have been met and the proceedings withdrawn.

5.3 Time is a risk factor. Council should be alert to the impact any significant delay in reaching
financial close has on the construction contract as you are carrying most of the overrun risk.

6 Finance and Funding

6.1 Mike Drummond is reporting separately on these matters.

6.2 | attended a negotiation meeting in Wellington on 5 October on Mike’s behalf. The matters
considered at that meeting focused on financial risks and risks relating to a change in the
TRMP provisions and their mitigation. All of the remaining term sheet matters were resolved.

6.3 WIL has advised us that the drafting of their product disclosure statement is well underway.
WIL’s Board have established a Due Diligence Committee as part of its Due Diligence process.
The Due Diligence process will ensure that the requirements of the Financial Markets Conduct
Act 2013 (FMCA) and Financial Market Conduct Regulations 2014 (Regulations) are fully
complied with. The FMCA and Regulations set out the specific requirements as to information
that must be included in the product disclosure statement.

6.4 The WIL Board has yet to determine the date that the offer under product disclosure statement

will be open, however the intention is that this will happen pre-Christmas. A timeline that
includes provision for a pre-lodgment review by the FMA is being developed.
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The Council Controlled Organisation and Commercial Terms

7.1

The draft Statement of Proposal (SOP) is on this agenda. A separate paper on the matters
Council needs to consider when allocating its costs is also presented. Initial work on the
effect on rates and water charges has also been carried out.

Contractor Procurement

8.1

8.2

The Request for Proposal (RfP) together with its terms and conditions has been finalised. It
was issued to the tenderers as scheduled on 29 September 2017. The RfP is the result of a
significant effort and excellent collaboration by all involved. The tenderers have commenced
with their tender queries and were scheduled to commence site visits starting from 10
October 2017.

The tenders are Fulton Hogan with Taylor Contracting, Fletcher Construction and McConnell
Dowell Constructors.

Land and Access

9.1

9.2

9.3

9.4

JWJ Forestry, whose land is at the upstream end of the reservoir, has now withdrawn its
objection and the Environment Court has closed its file on the matter. This follows a further
negotiation meeting in Christchurch that Peter Graham and | attended in with one of the JWJ
directors and his counsel. Compensation has not been finalised but there is agreement on
the quantum. Some fine points relating to access to the site during dam construction remain
to be resolved. Notwithstanding that, Council can now proceed and take the land.

The four proceedings in the Environment Court have been withdrawn. While it's been a costly
process and a lot of time went into preparing evidence for a hearing that did not proceed, the
outcome was a good one. All of the private land and the challenges to the use of the Public
Works Act have been withdrawn.

A fresh application for consent to transfer the 9.9ha of land from the Mt Richmond Forest Park
to Council has been made. The Minister of Lands makes the transfer with the consent of the
Minister of Conservation. The Department has advised us that they are giving the application
priority and will engage with us again towards the end of this month.

Work continues with Tasman Pine Forests, the Crown Forest Licensee on the Ngati Koata
land. | met the Ngati Koata Chief Executive on 6 October to get talks back on track.

10

Project Management and Direction

10.1

10.2

As a consequence of observations at a meeting of the financial work stream participants in
Wellington on 12 September, the Project Board met on 15 September to consider the future
project management and governance arrangements.

The following observations were made;
o the Project needs stronger financial reporting;
o strong work stream management is required in the interests of all parties;

o the role of the Project Office and Project Board needs clarity;
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10.3

10.4

10.5

10.6

o ramping up of the shared funding and resourcing of the Project Office is needed with
associated employment and payment arrangements in place

o an appropriately skilled Chair needs to be appointed to drive this role, acceptable to all
parties

o clear cost sharing arrangements and protocols need to be documented

The Project Board agreed to commence the transition from essentially a Council led and
resourced arrangement to a separate Project Office that, over time, would be properly funded
and mandated

To that end a Heads of Agreement including on co-funding is being drafted along with an
appropriate Terms of Reference. The Terms of Reference needs to be appropriate for the
period between now and the ultimate formation of the proposed Council Controlled
Organisation. | will refer the Heads of Agreement to Council’s November meeting for approval.

In the interim, several work streams have been transitioned to the Project Office. Terms of
Reference and Delegated Authority has been prepared and is awaiting sign-off. The Project
Office has mapped out what is required by all parties in order to achieve financial close.

Applications for the role of a ‘permanent’ Project Director closed on 10 October 2017. The
plan was to confirm an appointment around the time consultation on the Statement of Proposal
concludes. That may be delayed to fit in with WIL’s capital raising.

11  Strategic Relationships

11.1 There was meeting with Nelson City Council representatives on 11 October 2017 to discuss
regional funding.

11.2 Mayor Kempthorne and | had a meeting with Kevin Hague who is the Chief Executive of
Forest and Bird when we were in Wellington on other business on 5 October. The meeting
was useful in obtaining an understanding of Forest and Bird’s stance on water augmentation
schemes, irrigation generally, the use of the Freshwater Improvement Fund for this project
and the exchange or transfer (in this case) of DoC land. We are being proactive in meeting
Forest and Bird’s need for information.

12  Attachments

Nil
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8.5 CHIEF EXECUTIVE'S ACTIVITY REPORT
Decision Required
Report To: Full Council
Meeting Date: 19 October 2017

Report Author: Lindsay McKenzie, Chief Executive

Report Number: RCN17-10-06

Summary

11

1.2

1.3

1.4

15

1.6

This activity report covers the period since Council’'s 7 September 2017 meeting. Most of the
time between then and now was taken up with Waimea Water Augmentation Project business
and Council workshops. Staff have been really stretched but do appreciate that their efforts
create a lot of work for you also, especially in a Long Term Plan year.

For the year to 30 September 2017 our accounting surplus was $412k which is an adverse
variance of $2.021m against budget. The operating position is a better than budget surplus of
$1.773m. As we are only three months into the financial year, it is difficult to draw any
conclusions about the year-end position. External net debt was $122m compared to a budget
of $159m.

In September, we applied to the Tourism Infrastructure Fund (TIF) for $365,000 towards
tourism infrastructure projects at eight locations and a feasibility study at Marahau. The details
of the infrastructure projects are in the applications (attached). Council agreed (on 28
September 2017) that these costs be funded from activity balances across five Council
activities. We now ask Council to formally approve the application to the TIF fund.

A brief update on the Golden Bay Grand Stand is included. We did not have a signed
agreement at the time of writing. Staff are still discussing the form of the agreement with the
Trust. The sticking point is the payment of the demolition costs. | expect a substantive report
to be presented to the 16 November 2017 Council meeting. While that is after the 3-month
period that the Council set for a response, it is fairer to assess progress then than now.

The Office of the Auditor General (OAG) has been considering complaints about conflicts of
interest that the Mayor and Cr Maling are alleged to have in the Waimea Community Dam
Project. The Mayor’s interest was found to be one in common with the public. He is not
prohibited from debating and voting on matters relating to the proposal. In relation to the
concerns raised about Cr Maling, this issue is still with the OAG and we will keep you updated
with progress on this. We have received the attached letter from the OAG relating to the
Mayor.

The report contains the six monthly Health and Safety Indicators and Monitoring Report.
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2 Draft Resolution

That the Full Council
1. receives the Chief Executive's Activity Report report RCN17-10-06; and

2. approves applications to the Tourism Infrastructure Fund totalling $365,000 for
tourism infrastructure projects and a feasibility study; and

3. notes that if final project costs exceed the amount approved on 28 September 2017 by
more than ten percent, a formal funding request will be made to Council; and

4. notes the Council Action Sheet.
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Purpose of the Report

3.1

The purpose of this report is to inform you about my activities since the 7 September Council
meeting and to report on the matters on the Council meeting Action Sheet.

Strategy and Planning

4.1

4.2

In September, we applied to the Tourism Infrastructure Fund for $365,000 towards tourism
infrastructure projects at eight locations and a feasibility study at Marahau. The details of the
infrastructure projects are in the final applications (attached). The projects aim to improve the
tourism experience for visitors and campers in the district. The projects were initially prioritised
at a Council workshop on 10 August 2017, reviewed by a sub-group of four Councillors on 29
August 2017, and then the final list and costs were sent to all Councillors.

If all projects and the feasibility study are approved for funding, Council’s share is estimated
to be $429,170. Council agreed on 28 September 2017 for these costs to be funded from
activity balances from five Council activities. There is a medium risk that the project costs will
be higher than estimated and no contingency has been factored into these costs. We now ask
Council to formally approve our application to the TIF fund. Council’s approval will be sought
for any additional funds.

Advice and Reporting

51

5.2

5.3

5.4

55

Following the 27 July Council meeting, a draft agreement was prepared giving effect to the
resolutions Council passed and this was sent to the Grandstand Trust. A demolition estimate
was also prepared and subsequently passed on to the Trust.

We did not have a signed agreement at the time of writing and staff are still in discussing the
form of the agreement with the Trust. The sticking point is the payment of the demolition costs.
The Trust has been informed that until an agreement is signed, the partial demolition works
will not start.

As reported to the 28 September Council meeting, the Trust is continuing work on a
Restoration Plan, including dealing with the implications of retaining the grandstand. The Trust
has until 27 October to submit the Restoration Plan and this will be reported, along with staff
advice, to the 16 November Council meeting. The Trust has asked to speak at today’s Council
meeting.

Here is an update on issues raised with the Office of Auditor-General (OAG) into members’
interests and the Waimea Dam. As previously reported to you, the OAG notified us that they
had received correspondence from a member(s) of the community relating to:

. concerns about a conflict of interest by Cr Maling in respect of the proposed Waimea
dam; and

. a complaint about the Mayor casting a deciding vote on a Council decision about the
proposed Waimea dam.

The OAG'’s interest in these matters arises from a statutory role in administering the Local
Authority (Members’ Interests) Act 1968 (the Act) in respect of pecuniary interests. We have
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5.6

5.7

5.8

5.9

5.10

5.11

5.12

5.13

been assisting the OAG with their queries, so they can consider and respond to the concerns
that have been raised and determine whether there has been any breach of the Act.

In relation to the concerns raised about Cr Maling, this issue is still with the OAG and we will
keep you updated with progress. The issue is complex and it is not surprising that the OAG
is still considering the matter. In relation to the concern raised about the Mayor, we have
received the attached letter from the OAG. The OAG has concluded that it seems likely that
the Mayor’s interest in the Waimea dam proposal will be the same as all the other ratepayers
similarly affected. Therefore, his interest is in common with the public, and he is not prohibited
from participating in Council discussions or voting on matters relating to the Waimea Dam
proposal.

Trish Palmer spoke at the public forum at the 7 September 2017 Council meeting. She
was dissatisfied with Council services including an inquiry about buildings that don’t require
consents; a road drainage service request; Sunday Creek Road maintenance around forest
harvesting time; her mother’'s water account credit treatment; her mother’s rates rebate
application; and our response to her rates indebtedness. Suzanne Westley has reviewed each
service request/issue and our response. | undertook to report to you on her concerns.

I've decided not to do that in any detail publicly but have sent you and Trish Palmer a copy of
the folder Suzanne prepared for me. | am happy if Trish makes the information public but |
think it would be inappropriate for Council to do that given the information it contains about her
finances and her mother.

In short we could have done better but the nuances and inferences Trish Palmer draws are
not supported by the information | have.

For example, the proforma letter about outstanding rates was not at all threatening. Other
than the ‘Sir/Madam’ salutation, to which | have an aversion, the tone and language was
moderate and non-threatening. We will add a sentence to make it clear when the mortgagee
referral occurs.

She did not take up the suggestion staff made about the approach to clearing her arrears and
current years rates and incurred a 10% penalty for paying the August installment late — this
was the very situation we were trying to avoid her facing.

On the exempt buildings issue staff did not direct her to read the Building Act but provided a
link to a guidance document on the www.building.govt.nz website. It would have been better
to have referred Trish to our website where there is a helpful Q&A section.

One thing that has come out of this is the fact that our service request systems and other
records enable these concerns to be tracked, the veracity of the complaint to be tested and
the staff response to be monitored and corrected if need be. My overall sense is that what
frustrated Trish, including staff contacting her mother when Trish wasn’t contactable, were
honest attempts to provide a service and be helpful and not what she feels.

Management of Council Resources

6.1

6.2

The Council has an accounting surplus of $412k which is an adverse variance of $2.021m
against budget. The budget 2017/18 column includes all Council resolutions relating to
approved budget transfers. As such it does not reflect the adopted Annual Plan 2017/18.

The table reconciles the accounting position with the operating position. Non-cash items and
funds that can only be used for capital expenditure are removed.
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6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.11

We achieved a better than budget September year to date operating surplus of $1.773m.
Being only three months into the financial year it is difficult to draw any conclusions about the
final year end position. However all things being equal, a surplus is expected given that debt
levels are lower than budgeted at the start of this financial year.

Tasman District Council

Accounting Surplus v Operating Surplus

200 g aon7 T e o Y
$000 $000 $000 $000

Accounting Surplus/(Deficit) 412 2,433 (2,021) 6,100 6,100 0
Less Non Contollable

Revaluation of Swaps (non cash) (934) 0 (934) 797 797 0
Vested Assets (non cash) 1,470 3,051 (1,581) 3,051 3,051 0
Capital Subsidies (254) 1,025 (1,279) 4,099 4,099 0
Total 282 4,076 3,794) 7,947 7,947 0
Controllable Operational Surplus/(Deficit) 130 (1,643) 1,773 (1,847) (1,847) 0
Explained by

Income 26,758 26,703 55 108,357 108,357 0
Expenditure 26,628 28,346 (1,718) 110,204 110,204 0
Total 130 (1,643) 1,773 (1,847) (1,847) 0

Please note the controllable operating surplus is different from the closed account or activity
account movement. A key difference between the two is depreciation and how much of this is
being funded.

Operating Expenditure

Employee related expenses are slightly behind budget at this early stage of the financial year
end. Staff vacancies account for this variance.

Interest costs are under budget by $236k. These savings were expected as the closing
budgeted debt position for 2016/17 was significantly higher than the actual year end audited
debt position. Other reasons include;

Lower Interest rates than budgeted

Direct operating expenditure was lower than planned, meaning funds received are used to
retire debt which in turn meant less interest expense.

The depreciation expense is under budget by $545k as the asset revaluation was less than
expected and there was a lower capital expenditure in 2016/17. The depreciation expense will
be reviewed in October to ensure the revaluations are flowing through correctly.

An exercise to correctly phase insurance cost is to occur in October
Operating Income

Subsidies are under budget with the bulk of the roading work being undertaken over the
summer months so the variance is timing in nature. We are in the third year of a three year
work programme with NZTA. As such all programmed work needs to be completed in this
financial year.

Phasing issues in Engineering and Environmental Planning also resulted in unfavourable
variances — these are expected to rectify themselves as the year progresses.
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6.12

6.13

6.14

6.15

6.16

The forestry activity has earned more income than expected at this early stage of the financial
year. This is partially offset by an increase in operating costs.

Vested Asset income is down at this early stage of the year but is expected to meet the
annual budget.

Treasury

External net debt is $122m compared to a budget of $159m. The balance sheet is strong.
This lower debt position reflects the capital spend not occurring to the levels expected or as
quickly as planned and the strong 2015/16 and 2016/17 operating results.

Due to a favourable interest rate we prefunded $16m of debt due to the LGFA, in December.
The short term effect is to have higher debt and cash balances. This decision was made with
Council Treasury Advisors and is being replicated in other Councils.

Capital Expenditure

The Annual Plan 2017/18 for capital is $45.522m. On top of this there have been carry overs
approved and changes to the original budget that add on a further $20.984m to the approved
budget. As at 30 September $8.135m had been spent.

YTD Actual Budget Council R;:ézeecl % Spend as at

Sep 2017 2017/18 Resolutions 2017/18 30 September

$000 $000 $000 2017

Environment & Planning 60 450 105 555 11%
Engineering 7,176 39,071 15,304 54,374 13%
Community Development 97 2,131 3,792 5,923 2%
Council Enterprises 653 2,445 1,414 3,859 17%
Gowernance 8 2 0 2 372%
Departmental Overheads 142 1,424 369 1,793 8%
Total Capital Expenditure 8,135 45,522 20,984 66,507r 12%

Managing People

7.1

7.2

7.3

The Six Monthly Health and Safety Indicators and Monitoring Report is included as an
attachment to this report. | would like to align the reporting cycle for this report with the financial
year so the next report will be for a three month period, and then it will return to the agreed six
monthly cycle.

You will note a significant increase in health and safety training for this period. This is because
the other six months of the year (October to March) is traditionally a busy period, so training
is generally deferred, plus it includes the summer break period. The total number of risks in
Vault has reduced because most of the risks associated with individual utilities infrastructure
sites have been removed in favour of a common risk approach. In other words the different
types of pump stations are treated as having common risks, instead of each pump site and its
associated risks being recorded in Vault. For Corporate Services, a number of risks relating
to property and buildings have been eliminated and are now archived in Vault.

Since my last report there have been five staff related health and safety events. All five were
minor injury events; four sprain/strains and one minor cut to a finger. One contractor had a
notifiable event when they dug up and broke an unmarked power cable while digging a trench
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7.4

at the Mariri Transfer Station. The cable was repaired by Network Tasman within hours of the
event happening.

WorkSafe has now launched SafePlus, its new voluntary health and safety performance
improvement toolkit. It defines what good health and safety looks like above the minimum
legal compliance and unlike the previous compliance audit programmes, SafePlus has been
designed to be an education tool and is made up of 10 performance requirements that
WorkSafe see as essential to achieving good health and safety performance.

_

PERFORMANCE REQUIREMENTS ASSESSMENT FOCUS

Pooplo *

Rosources x

Effective hoaith & Demonastrate Continualty Rosource hooith
safety QOvernance commment Improve and safety Bohaviours O
Systoms x
4
Effective Empower workers Practices
communication and representatives
Attitudes é
Culture w
dontify risks Assess risks Control risks Monitor control
effoctivoness
Porcoptions &
Continuous /

7.5

7.6

7.7

7.8

O Improvement

SafePlus offers three products; a suite of free resources and guidance; an independent onsite
assessment; free online assessment (available mid-October 2018). It is very likely that we will
participate in an independent onsite assessment within the next 12 months and the cost to
Council for this is expected to be $10,000 - $15,000 + GST.

The Moturoa-Rabbit Island Health and Safety Steering Group met for the second time in
mid-September and as reported previously now has an agreed Terms of Reference. The
operational managers for each respective PCBU operating on the Island have been tasked
with agreeing their own Terms of Reference and arranging a workshop to share and discuss
their overlapping health and safety duties and obligations.

We have reached the last step of the Australasian Local Government Performance
Excellence Programme (ALGPEP) and Price Waterhouse Cooper is now completing their
final analysis and report. The reports are expected to be available early in the New Year.

The future workforce planning review that was noted in my 22 June report to Full Council
is progressing slower than anticipated. State Services Commission (SSC) were initially
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engaged to carry out this review but we have since agreed with the SSC that their mid-stream
performance improvement framework (PIF) approach is unlikely to provide what we were
seeking. It also wouldn’t provide any future workforce needs analysis or human resource
strategy blueprint. SSC has recommended a number of consultants for us to contact and they
have some very useful workforce planning tools we can utilize. | have arranged to meet one
consultant in Wellington when | attend the next Chief Executives Environment Forum meeting.

7.9 The human resources statistics for the quarter ending September 2017 show that we have
269 FTE and a headcount of 295. Turnover for the quarter was 2.03% and down to 11.58%
for the rolling 12-month period.

7.10 We are currently at various stages of recruiting for a:

e Co-ordinator Land Use Consents (replacement)

Compliance & Investigations Officer (replacement)

Principal Planner — Resource Consents

Commercial Property Co-ordinator (replacement)

Information Services Developer (replacement)

Building Technical Officer (replacement)

Administration Officer — Property (replacement)

Administration Officer — Property Transactions, 12 months fixed term (new position)
Library Assistant — Part Time, Golden Bay (replacement)

7.12 Since my last report eight appointments have been made:

Co-ordinator — Subdivision Consents (replacement)

Asset Systems Team Leader (replacement)

Property Officer — Maintenance & Facilities (new position)
Property Services Team Leader — Land & Leases (new position)
Project Manager (new position)

Transportation Engineer — Graduate (new position)

Policy Planner — Urban & Rural Development (replacement)

e Policy Planner — Natural Resources (new position)

7.11 Ten summer student holiday placements are being appointed to work through this summer
period; two in Engineering, six in Environment & Planning, one in Corporate Services and
one in Community Development.

8 Relationship Management

8.1 | have had the following meetings and commitments over the period since Council last met:

e Awaroa erosion near Meadow Bank;

Talking Heads meeting where Youth Council issues were picked up;

Paton Rise subdivision processing issues;

Nelson City CEO and Mayoral catchup meetings;

Department of Conservation liaison meeting;

Agenda Page 154




Tasman District Council Full Council Agenda — 19 October 2017

e Sport Park Motueka grandstand seat repayments;

e Joint Council briefing on Treaty of Waitangi claims settlement issues — Paul Beverly

presented;
¢ Various Waimea Water Project negotiations on land and financial matters;
e Business Central CEO and Business Development Manager briefing;
e Port Nelson AGM;

e Regional Council CEO meeting and Chief Executives Environment Forum.

9 Council Action Sheet
9.1 The Council Action Sheet is attached for Councillors’ information, including updates from the
Full Council meetings 7 September and 28 September.
10 Attachments
1. TIF Projects Application from TDC 157
2. TIF Feasibility Study for Marahau 181
3. OAG letter re conflicts of interest - Mayor Kempthorne 191
4, 2017 April to September H&S Indicators and Monitoring 6 month report 195
5. TOR Moturoa-Rabbit Island H&S Steering Group 199
6. Action Sheet 203
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Tourism Infrastructure Fund

Completing this form

This form is designed to be completed in association with the ‘Guidance for Applicants’ document. If you
need any assistance with completing this form, please contact the TIF secretariat on tif@mbie.govt.nz.

Please complete the form in full, and submit it electronically to tif@mbie.govt.nz. Completed proposals

must be received by the TIF secretariat no later than 4pm on the deadline date.

All deadlines are available on the TIF website and are subject to change. Late proposals will not be
considered but may be re-submitted in the next funding round.

Proposal checklist

Before you apply be sure to complete the following:

[J Check the TIF website to ensure you have downloaded the most recent version of each document.
[JRead the ‘Guidance for Applicants’ document available on the website.

[IRead the supporting information on the TIF website, particularly the FAQs

When filling out this form please ensure:

LJAIl answers are typed into the space provided for each section in font no smaller than size 10 point.

[JYou provide the information required for each question. This is outlined clearly within the TIF ‘Guidance
for Applicants’ document.

[JYou have read and understood the declaration details outlined in Section 4 and have signed the
declaration.

Once you have completed this form:

[JEnsure you save the completed document in either .DOC or .DOCX format.

[JEmail a copy of the completed form to the TIF secretariat at tif@mbie.govt.nz and ensure that you

attach any supporting information you wish to provide.
Note: There is a 20MB size limit (in total) for any proposals submitted.

Evidence

When MBIE assesses proposals against the eligibility and/or the assessment criteria, we will consider
whether the evidence provided supports the claims, as well as the quality of that evidence. Where
questions ask for evidence to support claims, it is highly recommended that you provide reference sources
that attest the accuracy and quality of the evidence.

MBIE will assess the application using the information provided by the applicant.
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Section 1: Proposal and applicant key details

Please enter answers in the right-hand column.

1.1 Proposal key details

ltem 8.5

Name of project

[A short title that describes your proposed
project.]

Meeting tourist needs in Tasman District.

Short description of proposed project to be
co-funded

We've identified two bundles of projects
that will meet the immediate needs of
visitors at key tourist hotspots in Tasman
District.

BUNDLE 1: The first bundle includes the
five projects that will improve camping
experiences in Tasman District.

New toilets and/or rubbish disposal
facilities are urgently needed at Waitapu
Bridge (near Takaka), Alexander Bluff
(Motueka Valley) and at the Kina Reserve
Campground (a low-key, non-commercial
campground owned by Council). There are
currently no shower facilities for freedom
campers in Golden Bay, so we propose to
install two alongside the i-SITE in Takaka.
The existing caravan dump station in
Motueka isn’t coping with growing
demand. A larger capacity dump station is
needed, ideally located at a different site
that is easier for larger vehicles to access.

BUNDLE 2: The second bundle includes
three projects that will improve visitor
experiences in Tasman District.

New toilets and rubbish compactors are
needed at Marahau*. New toilets are also
needed at St Arnaud and at the entrance to
Rough Island (which is the gateway to the
popular Moturoa/Rabbit Island in the
Waimea Inlet).

Each bundle of projects is described in
more detail below. Maps of the eight sites,
showing the location of proposed facilities,
are attached as Appendix 1 to this
application.

* Note that we’ve also made a separate
application for a feasibility study to address
tourist needs at Marahau (the settlement
at southern end of Abel Tasman Coast
Track).

Estimated total cost of project

Total for both bundles: $749,170
e Bundle 1: $487,670
e Bundle 2: $261,500

Amount of TIF co-funding sought — this
must exceed $100,000 (excl. GST)

Total for both bundles: $335,000
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e Bundle 1: $220,500
e Bundle 2: $114,500

Is this a discrete project or a bundle of [ Discrete project

projects? v/ Bundle of projects

Is this project ready to commence v Immediate commencement
immediately once funds are available or
will it be completed in the longer term?

1.2 Applicants’ key details

O Longer term

Lead applicant | Applicant name Tasman District Council
details Applicant address, 189 Queen Street
including postcode Private Bag 4
Richmond
Nelson 7050
Other Applicant name N/A
applicants (if
applicable) -
Applicant address, N/A
including postcode

1.3 Contact person details
This will be the only person who receives the correspondence relating to the proposal.

Fill out all fields unless otherwise indicated

Contact person | Full name Lindsay McKenzie
eleElE Job title or Role CEO
Contact phone (03) 543 8405
Contact email address Lindsay.McKenzie@tasman.govt.nz

Contact postal address (if
different to lead
applicant), including
postcode

Prioritisation of Projects
We've prioritised projects within each of the two bundles based site-specific information on

tourist and visitor demand (the number of campers and/or visitors), environmental and cultural
impacts, and community and visitor feedback.

BUNDLE ONE: IMPROVED CAMPING BUNDLE TWO: IMPROVED VISITOR

EXPERIENCE EXPERIENCE

Highest Priority Projects Highest Priority Projects

Waitapu Bridge — one rubbish compactor and one | Marahau — two rubbish compactors and two
toilet toilets

Alexander Bluff — one rubbish compactor and one | St Arnaud — one rubbish compactor and one toilet
toilet

Takaka i-SITE — new shower block with wash sink
Medium Priority Projects Medium Priority Projects

Kina Reserve —two new toilet blocks Rough Island — one toilet

Motueka — new caravan dump station
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Section 2: Eligibility and project overview

2.1 Eligibility checklist

Do you meet AT LEAST one of the eligibility criteria below:

Annual tourism revenue in your territorial authority less than $1 billion v Yes
Visitor to rating unit ratio of 5 or more v Yes
Local Government Finance Agency lending limits have been reached OlYes
Project eligibility:
Is your project for visitor-related public infrastructure? v Yes
Is your project for new facilities or enhancements? v Yes
Does your project have local community support? v Ves
Are you seeking co-funding of $100,000 or more? V Yes
Hav.e you ensured no other central government funding is available for your / Yes
project?

v Yes

Have you ensured your project will not compete with local private commercial
activities?

NOTE: If you do not answer ‘Yes’ to the project eligibility questions above, your
project is unlikely to be eligible for TIF co-funding.

2.2 Project overview

a. Isyour project addressing a need thatis | v' Current

current or anticipated? [ Anticipated
b. Will your project deliver visitor benefits | v Yes

and also benefits to your local 0 No

community?

c. Is TIF co-funding critical to the project v’ Starting
starting, happening sooner, or being of | v Happen sooner
better quality

v’ Better qualit
[Tick all relevant boxes] g y

d. Isyour proposed co-funding the v Yes
maximum you can commit to the 0 No
project, and in monetary form only?

e. Have you planned for the ongoing v’ Yes
maintenance of the proposed 0 No
infrastructure?

f. Do you have certainty of land access v Yes
over the expected life of the proposed 0 No
infrastructure?

g. Does your organisation have systemsin | v Yes
place to ensure the proposed project [ No
complies with health and safety
regulations? (You will need to
demonstrate this prior to contracting)

h. Do your procurement processes require | v' Yes
all external contractors involved in [ No
construction projects to have valid
health and safety processes/plans in
place?

ltem 8.5
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Section 3: Project Description

3.1 Problem definition and need for additional infrastructure

3.1.1 Briefly describe the challenge(s) you are facing as a result of current or anticipated visitor growth
that underpin this application. Where possible, please provide qualitative and/or quantitative evidence to
indicate the scale of challenge(s).

Overview

Tasman District has been experiencing strong growth in visitor numbers over the last few years, with
average annual growth in guest nights of 6% in the year ended June 2017. Most of this growth has been
international visitors.®

Our regional visitor strategy has a destination management approach which focuses on the overall visitor
experience. Tourism infrastructure facilities such as good quality toilets are critical to ensuring an overall
positive experience for our visitors.

Our District is particularly popular for freedom camping, which is placing pressure on existing toilet and
rubbish facilities. At peak times, commercial campgrounds are full and are unable to even provide shower
facilities to casual visitors.® There has also been a decline in commercial accommodation capacity in Tasman
over the last few years.?

The closure of State Highway 1, following the Kaikoura earthquake, has increased traffic and visitor numbers
to the Region. St Arnaud has experienced five-fold growth in traffic numbers compared with a year ago.’

There is concern that insufficient provision of toilets, showers and rubbish bins is resulting in environmental
degradation at popular tourist locations (e.g. littering and dumping of waste and pollution of freshwater
streams/rivers/lakes and coastal areas).

Bundle One: Improved Camping Experience
Project 1: New rubbish compactor and additional toilet at Waitapu Bridge (just north of Takaka)

At the southern end of the Waitapu Bridge (located a couple of kilometres north of Takaka township), the
parking area between the highway and river is a popular spot for freedom camping. Currently one older-
style containment toilet is the only facility provided for this activity. There has been issues with rubbish and
toilet paper being discarded in this area, as well as some campers using the river for bathing and washing
dishes. These actions are having a negative environmental impact, particularly on the freshwater quality.
Adding a brand-new fully-accessible single containment toilet and provision of a rubbish compactor would
greatly improve the visitor experience at this site and reduce the environmental degradation.

Project 2: New rubbish compactor and new two-pan toilet block at Alexander Bluff (Motueka Valley)

The inland route between Tapawera and Motueka is popular with tourists, including domestic tourists
driving from south of Murchison through to Kaiteriteri or Golden Bay. Alexander Bluff is located
approximately midway along the Motueka Valley Highway. At Alexander Bluff, one of the few bridges
crossing the Motueka River provides access to the west bank. On the eastern bank, Council manages a large
block of unformed road reserve that is a popular freedom camping site. At present, the only service provided
here is one single containment toilet, which is old and poorly maintained. We have received complaints
about people dumping rubbish in this location and concerns about negative environmental impacts. The
visitor experience and surrounding environment could be greatly enhanced by providing two containment
toilets of a much higher standard along with a rubbish compactor.

> http://www.mbie.govt.nz/info-services/sectors-industries/tourism/tourism-research-data/commercial-
accommodation-monitor/cam-regional-pivot-tables

6 http://www.stuff.co.nz/travel/news/88098967/fully-booked-golden-bay-campgrounds-send-desperate-
overseas-visitors-away

7 https://www.nzta.govt.nz/resources/state-highway-traffic-growth/
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Project 3: Two new showers adjacent to Takaka i-SITE building

There are no public showers available to freedom campers and other visitors to Golden Bay. Freedom
camping is a very popular activity in this part of the District and Council often receives complaints about
people bathing in rivers or the ocean. These actions, and the use of soap, shampoo and dishwashing
detergent, has a negative effect on freshwater quality. We propose to install two new pay-per-use showers
adjacent to the Takaka i-SITE building to address this need.

Project 4: Two new two-pan toilet blocks at Kina Reserve campground

Kina Reserve is owned by Council and managed as a ‘remote’, low-key, non-commercial campground for
visitors to the Region. There are currently two very basic toilet blocks servicing the site, each with two pans.
There are no Council wastewater or water services to this site. These toilet facilities are nearing the end of
their life and no longer suit their purpose, particularly with the peak demand over the popular summer
camping season. Replacing these toilets with fully-accessible containment toilets with adequate ventilation
and greater storage capacity will greatly improve the visitor experience for tourists visiting or staying
overnight at Kina Reserve.

Project 5: A new caravan dump station for Motueka

There is currently one campervan dump station servicing Motueka and surrounding areas. It is located in the
New World supermarket car park (on land owned by the Council) near the centre of town. There is often
vehicle congestion at the site and larger campervans and buses find manoeuvring difficult, due to limited
space and awkward layout. A water supply is provided for wash-down only, there is no potable supply.
Water is supplied from the Council Service Centre bore supply. It is untreated and has an inadequate
flowrate and pressure. As a consequence there are frequent blockages of the dump station with overflows
into the carpark. The dump station is subject to the most number of complaints of any wastewater asset in
the Tasman District. The dump station does not have adequate capacity to service the growing demand from
tourists.

Bundle Two: Improved Visitor Experience
Project 1: New rubbish compactors and new two-pan toilet block at Marahau

Marahau is the gateway to Abel Tasman National Park, both for tourists starting or ending the Great Walk or
accessing the Park via the sea. Tourist numbers continue to increase, both during the peak summer season
and increasingly in the shoulder seasons either side. The DOC pedestrian counter at Marahau (located on the
causeway at start of Abel Tasman Coast Track) recorded 111,600 movements in the year ending mid-2017,
compared to 105,600 movements in the year prior. The counter also recorded a peak of 23,000 movements
during the month of January 2017, around 10-15,000 in spring and autumn months and 2,600 in winter (see
Appendix 2 for further data). This data does not include tourists on day visits to the beach, or those
departing from/arriving at Marahau via boat/kayak.

While Council provides a kerbside rubbish and recycling service to residents, there is one small rubbish bin
on the roadside near the main beach and one at Otuwhero Spit for tourists to use. These are failing to meet
the demand, resulting in frequent littering and dumping of solid waste. Few public toilets are available and
these aren’t coping with peak demand. There are two on Otuwhero Spit, at the southern entrance to
Marahau, one on the main road near the beach and one toilet block in the DOC carpark adjoining the start of
the Great Walk. There is no wastewater reticulation in Marahau. DOC is planning to upgrade their toilets
and car park area in the near future. The Marahau Residents Association would like Council to improve the
facilities available to tourists, particularly at Otuwhero Spit and on the main road by the beach entrance, to
cope with ever-increasing demand (see Appendix 3).

Project 2: Two new toilets for St Arnaud village
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The closure of State Highway 1, following the Kaikoura earthquake, has increased traffic and visitor numbers
to the region. St Arnaud traffic numbers are now five times the level experienced a year ago.? This has
placed pressure on the existing DOC toilet facility down by the lake, prompting the installation of a
temporary portacom toilet facility with four toilets on Council-owned land adjoining SH63 (at the Lake
Rotoiti Hall Reserve, Main Road St Arnaud). However this temporary facility offers only a basic standard and
has suffered ongoing maintenance issues, as it is not designed to cope with the high use it’s been receiving.
It also isn’t designed for the cold winter conditions (it often snows in or near St Arnaud village). The
temporary portacom is not visually appealing or conducive with the natural environmental values of a town
at the gateway to Nelson Lakes National Park. The temporary facility has also shown the need for Council to
provide toilets on the main highway, which is more convenient for campervans, tour buses and other
through traffic than taking a detour down a narrow road to the DOC toilets by the lake.

Project 3: New toilets at Rough Island entrance (near Moturoa/Rabbit Island, Waimea Inlet)

Rough Island and Moturoa/Rabbit Island have been a popular day-trip destination for local residents for the
past century. Domestic and international tourists are increasingly attracted to the Islands, with its wide
shallow beach and diverse recreational opportunities (e.g. dog walking, cycling, mountain biking, horse
riding, picnic/BBQ areas, swimming, sun bathing and walking). While toilets are provided in many key
locations, the Islands are large and there is an immediate need to provide a new toilet at the Rough Island
entrance (i.e. first part of the Island you arrive at after crossing the causeway from the mainland). During the
recent review of the Moturoa/Rabbit Island Reserve Management Plan we received feedback from many
users who either requested a toilet be provided in this location or complained about finding toilet paper etc
in the nearby bushes. These actions have negative impacts on the sensitive natural environment and on
cultural values (local iwi consider the islands to be wahi tapu).

3.2 Proposed infrastructure

3.2.1 Briefly describe the infrastructure you propose to construct, and how it addresses the challenge(s)
you have identified above. Please also list the other options considered and explain why the proposed
project is fit-for-purpose and offers value for money.

Note - Appendix 4 includes photos of the proposed infrastructure and further cost estimate details.

Bundle One: Improved Camping Experience
Project 1: New rubbish compactor and additional toilet at Waitapu Bridge (just north of Takaka)

We propose to install a new fully-accessible single toilet facility and a rubbish compactor alongside the
existing toilet at the Waitapu Bridge freedom camping site. An additional toilet will meet the increased
demand from freedom campers, and both new facilities will improve the visitor experience at this location.

Project 2: New rubbish compactor and new two-pan toilet block at Alexander Bluff (Motueka Valley)

We propose to install a new fully-accessible double toilet facility and a rubbish compactor. Increasing the
number of toilets will meet the increased demand from freedom campers, and higher standard toilets and a
rubbish compactor will improve the visitor experience at this location. Improvements will also be made the
access to the road reserve to ensure vehicles can safely drive in to use the facilities.

Project 3: Two new showers adjacent to Takaka i-SITE building

8 https://www.nzta.govt.nz/resources/state-highway-traffic-growth/
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We propose to install a separate concrete building fit out with two shower cubicles, one accessible & one
standard with center storage/service room. It could include a hot water cylinder and a changing bench seat
in each cubicle.

Project 4: Two new two-pan toilet blocks at Kina Reserve campground

We propose to replace both blocks with two double fully-accessible toilet buildings, and to include a
changing-table facility for babies in each block. Replacing the current ageing, basic facilities with brand new
facilities which have adequate ventilation and greater storage capacity will greatly improve the visitor
experience for tourists visiting or staying overnight at Kina Reserve.

Project 5: A new caravan dump station for Motueka

We have identified an area of Council-owned land alongside the Motueka aerodrome, where a new dump
station can be located. The site would be accessed via Marchwood Park Road, on the western edge of
Motueka town. It will service Motueka and surrounds, including nearby tourist destinations such as
Kaiteriteri and Marahau.

The new dump station will have drive-through access, catering for even the largest buses. It will allow two
vehicles to empty at one time, doubling the capacity, as well as providing adequate queuing and turning
space.

The site has an existing irrigation water supply nearby and the Council wastewater reticulation is
approximately 200m away. The dump station will have potable and wash-down water (UV disinfection unit
and backflow protection), a waste reception facility, wastewater pump station and low pressure main to
connect to the Council wastewater network.

We have considered the option of providing a potable water supply to the existing dump station, but this
would not provide additional capacity or deal with the carpark congestion over summer.

People staying in self-contained vehicles at the adjacent privately-owned campsite would have easy access
to the site. Marchwood Park Road connects to Queen Victoria Street, which is the main route used by large
vehicles to bypass the Motueka CBD (the NZTA periodically consider re-routing the state highway along this
route). Once the new dump station opens, we would close the existing one in town, meaning that less
congestion would occur in the New World car park area.

Bundle Two: Improved Visitor Experience
Project 1: New rubbish compactors and new two-pan toilet block at Marahau

We propose to install two new rubbish compactors at Marahau, replacing the two existing small rubbish
bins. One compactor will be located near the southern entrance to the settlement, on the Council-owned
Local Purpose (Car park) Reserve at Otuwhero Spit (to be sited near the existing two-pan toilet facility). The
other compactor will be located on the roadside near the main beach entrance point. Each compactor will
have capacity 5-10 times that of a regular 60L rubbish bin, will automatically compact waste, and will
automatically communicate when approaching capacity. The bins offer efficiency and cost savings,
particularly in high use and remote areas.

We also plan to provide a double fully accessible toilet facility, with additional ventilation and containment
storage capacity, on the roadside near the main beach entrance point. The existing single pan toilet at this
location is currently of a very basic standard and under capacity (particularly during peak summer season).

This inadequate facility would be removed once the new double toilet facility (with new rubbish compactor
alongside) has been installed.

Increasing the rubbish capacity and the number of toilets will meet the current short-term pressures,
particularly the peak demand, from the growing visitor numbers

Project 2: Two new toilets for St Arnaud village

We propose to install a permanent, fully-accessible, 2-pan toilet facility, heated in winter, to provide a more
positive experience for visitors. The facility will be located on Council-owned land adjoining the highway (at
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the Lake Rotoiti Hall Reserve, Main Road St Arnaud) and include change table for babies and a nappy
disposal facility. The design will be enhanced by native planting. The new facility will meet the long-term
demand from SH63 traffic but also respond to any short-term increases in traffic when there are detours or
delays on SH1. An alternative site down by the lake was considered but as visitors have difficulty finding the
current DOC toilet facility there, it is preferred to locate a new facility on the main thoroughfare. The
proposed site is also better suited to large vehicles, with its existing formed car park area.

Project 3: New toilets at Rough Island entrance (near Moturoa/Rabbit Island)

We propose to install a new fully-accessible single toilet facility at the car park entrance to Rough Island. This
location will be easy for visitors to find, and is beside a car park which large vehicles and campervans can
easily access.

3.2.2 Demonstrate that the proposed project has the support of the local community (e.g. has gone
through some type of consultative process).

Overall comments:

Appendices 3 and 5 to this application contain detailed comments from community groups and individuals,
outlining support for the eight proposed projects. Council has received these comments during recent public
consultation on the Long Term Plan (LTP) 2018-2028, LTP 2015-2025, Draft Freedom Camping Bylaw 2017,
Draft Moturoa/Rabbit Island Reserve Management Plan 2016, Communitrak Residents Survey 2017 or via
email, letters or phone calls to Council from individuals.

Through our annual residents’ survey, residents have expressed dissatisfaction with the number and quality
of toilets in the district, and dissatisfaction levels have increased in recent years to 18% of residents.
Verbatim comments state that residents want more toilets due to the large numbers of freedom campers,
and the summer influx of tourists. Takaka, Marahau and Moturoa/Rabbit Island were specifically mentioned.

Bundle One: Improved Camping Experience
Project 1: New rubbish compactor and additional toilet at Waitapu Bridge (just north of Takaka)

Recent consultation on a Draft Freedom Camping Bylaw received 383 submissions and there appears to be
support from the community for this location to be designated for freedom camping. There was specific
feedback on the need to improve toilet and rubbish facilities for freedom campers at Waitapu Bridge, and in
Golden Bay in general.

Feedback from the Golden Bay Promotion Association on the area’s tourism infrastructure needs was that
freedom camping facilities are a priority, specifically pay-per-use showers and more toilets.

Project 2: New rubbish compactor and new two-pan toilet block at Alexander Bluff (Motueka Valley)

We received 383 submissions when we recently consulted on our Draft Freedom Camping Bylaw
(submissions closed mid-August 2017) and there appears to be support from the community for this location
to be designated for freedom camping. There was specific feedback on the need to improve toilet and
rubbish facilities for freedom campers at this location.

Project 3: Two new showers adjacent to Takaka i-SITE building

Feedback from the Golden Bay Promotion Association on the area’s tourism infrastructure needs was that
freedom camping facilities are a priority, specifically pay-per-use showers and more toilets.

A submission to the Annual Plan 2016/2017 from the Chair of Golden Bay Community Board also proposed
shower facilities at this location, as well as an outdoor sink for washing dishes.

Project 4: Two new two-pan toilet blocks at Kina Reserve campground
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We employ a part-time caretaker to clean toilets at this reserve. While not recorded as formal complaints in
our service request system, we have received a lot of feedback during discussions with the reserve caretaker
that users of the existing toilets are unhappy with their existing standard.

Project 5: A new caravan dump station for Motueka

Evidence of community support for a new dump station in Motueka is attached as Appendix 5, which
includes correspondence Council has received from the Motueka Community Board, NZMCA, tourists and
other campervan users. The NZMCA have lobbied the Council and Community Board for several years,
advocating strongly for a new caravan dump point as the existing one is poorly designed and inadequate.

Bundle Two: Improved Visitor Experience
Project 1: New rubbish compactors and new two-pan toilet block at Marahau

The Marahau/Sandy Bay Ratepayers and Residents Association [MSBRRA] would like Council to improve the
facilities available to tourists, particularly on the main road by the beach entrance, to cope with ever-
increasing demand. A copy of recent correspondence received from the MSBRRA is attached in Appendix 3
(see page 18 of that appendix).

Project 2: Two new toilets for St Arnaud village

Feedback on this issue was received as part of early consultation on the LTP 2018-2028. The Rotoiti District
Community Council requested that funding be put aside to construct a permanent toilet block located within
the township of St Arnaud adjacent to SH 63. They asked that the design of the block needs to be
sympathetic to the area in terms of design, noting that a Landscape Priority Area exists over this special
Alpine area.

Project 3: New toilet at Rough Island entrance (near Moturoa/Rabbit Island)

During the recent review of the Moturoa/Rabbit Island Reserve Management Plan we received feedback
from many users who either requested a toilet be provided in this location or complained about finding
toilet paper etc in the nearby bushes. There was majority agreement to progressively add facilities such as
toilets, picnic tables, bbgs and information hubs.

Attachment 1
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3.2.3 List all the benefits that you expect will flow from your proposed project (focusing particularly at the
visitor benefits).

Bundle One: Improved Camping Experience
Project 1: New rubbish compactor and additional toilet at Waitapu Bridge (just north of Takaka)

Ensuring adequate infrastructure capacity to meet the growing demand will provide an improved quality
experience for visitors and will help ensure there is continued community support for tourists to camp at
this highly visible location. It will also reduce environmental degradation from people discarding rubbish or
toilet waste in the bushes or rivers.

Project 2: New rubbish compactor and new two-pan toilet block at Alexander Bluff (Motueka Valley)

Increasing the infrastructure capacity to meet the growing freedom camper numbers will provide an
improved quality experience for visitors. Providing a rubbish compactor should reduce the dumping of
rubbish and help ensure there is continued community support for tourists to camp at this location. There
will also be safety benefits from improve the configuration of the access to both the layby and the camping
area. It will also reduce environmental degradation from people discarding rubbish or toilet waste in the
bushes or rivers.

Project 3: Two new showers adjacent to Takaka i-SITE building
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Provision of a shower facility at the entrance to Takaka will reduce the need for freedom campers to bath in
the rivers or ocean, resulting in environmental benefits.

Project 4: Two new two-pan toilet block at Kina Reserve campground

New fully-accessible containment toilets with adequate ventilation and greater storage capacity will greatly
improve the visitor experience for tourists visiting or staying overnight at Kina Reserve.

Project 5: A new caravan dump station for Motueka

Tourists would benefit by having much improved access to a conveniently located dump station site with
adequate turning areas and temporary parking bays. Less congestion would occur in the New World carpark
and Motueka CBD areas as a result. A larger capacity dump station would also reduce waiting times to dump
waste at the site, compared with current wait times at peak use times. It would also provide a potable water
supply which has been requested by users of the existing dump station.

Bundle Two: Improved Visitor Experience
Project 1: New rubbish compactors and new two-pan toilet block at Marahau

Increasing the rubbish capacity and the number of toilets will meet the current pressures, particularly the
peak demand, from the growing visitor numbers. New facilities will also ensure a better quality experience
for tourists. It will also reduce environmental degradation from people littering.

Project 2: Two new toilets for St Arnaud village

Tourists travelling by car or bus would have a positive experience from a better quality facility, including
heating. Being located on the main thoroughfare means it will be easy to find.

Project 3: New toilet at Rough Island entrance (near Moturoa/Rabbit Island)

The visitor experience will be improved by providing a brand new, easily accessible toilet facility at the main
entrance to the Islands. It will also reduce environmental degradation caused by people using the bushes as
a toilet.

3.2.4 Provide a project timeline in the table below, highlighting all key milestones for your project (you
will be asked to provide a financial breakdown for each milestone in section 3.3.3).

Bundle One: Improved Camping Experience

NOTE: The estimated end dates are based on the assumption that TIF funding will be approved by 1
December 2017

‘Milestones for Project 1’ New rubbish compactor and additional toilet at Waitapu Bridge (just north of
Takaka)

Milestone Estimated start date Estimated end date
Task 1 — Apply for resource and building Once TIF funding confirmed 5 weeks later
consent for toilet
Task 2 — Tender installation Once Task 1 is completed 5 weeks later
Task 3 - Install rubbish compactor and Once Task 2 is completed By 31 March
new toilet

‘Milestones for Project 2’ New rubbish compactor and new two-pan toilet block at Alexander Bluff
(Motueka Valley)

Milestone Estimated start date Estimated end date
Task 1 — Apply for resource and building Once TIF funding confirmed 5 weeks later
consent for toilet
Task 2 — Tender installation Once Task 1 is completed 5 weeks later
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Task 3 - Install rubbish compactor and Once Task 2 is completed 1 week later o
new toilets c
Task 4 — Improve access configuration Once Task 3 is completed By 31 March g
‘Milestones for Project 3’ Two new showers adjacent to Takaka i-SITE building

Milestone Estimated start date Estimated end date
Task 1 — Apply for resource and building Once TIF funding confirmed 5 weeks later
consent
Task 2 — Tender installation Once Task 1 is completed 5 weeks later
Task 3 - Installation Once Task 2 is completed By 31 March
‘Milestones for Project 4’ Two new two-pan toilet blocks at Kina Reserve campground

Milestone Estimated start date Estimated end date
Task 1 — Apply for resource and building 1 March 2017 5 weeks later
consent —
Task 2 — Tender demolition and Once Task 1 is completed 5 weeks later E‘
installation )
Task 3 - Demolish existing toilet blocks Once Task 2 is completed By 30 June -
and install new toilet blocks S
‘Milestones for Project 5’ A new caravan dump station for Motueka IS

Milestone Estimated start date Estimated end date E

Task 1 — Design dump station

Once TIF funding confirmed

8 weeks later

Task 2 — Develop specification and tender
documents

Once Task 1 is completed

4 weeks later

Task 3 — Tender construction of dump station

Once Task 2 is completed

4 weeks later

Task 4 — Apply for resource and building
consent

Once Task 3 is completed

5 weeks later

Task 5 — Construct dump station

Once Task 4 is completed

By 30 June

December 2017

Bundle Two: Improved Visitor Experience
NOTE: The estimated end dates are based on the assumption that TIF funding will be approved by 1

‘Milestones for Project 1’ New rubbish compactors and new two-pan toilet block at Marahau

Milestone

Estimated start date

Estimated end date

Task 1 — Apply for resource and building
consent for toilets

Once TIF funding confirmed

5 weeks later

Task 2 — Tender demolition and
installation

Once Task 1 is completed

5 weeks later

Task 3 - Demolish existing toilet and
install rubbish compactors and new
toilets

Once Task 2 is completed

By 31 March

Agenda

Page 169



Item 8.5

Attachment 1

Tasman District Council Full Council Agenda — 19 October 2017

‘Milestones for Project 2’ New two-pan toilet block at St Arnaud
Milestone Estimated start date Estimated end date
Task 1 — Apply for resource and building 1 March 2017 5 weeks later
consent
Task 2 — Tender installation Once Task 1 is completed 5 weeks later
Task 3 - Install new toilets Once Task 2 is completed By 30 June
‘Milestones for Project 3’ New toilets at Rough Island entrance (near Moturoa/Rabbit Island)
Milestone Estimated start date Estimated end date
Task 1 — Apply for resource and building 1 March 2017 5 weeks later
consent
Task 2 — Tender installation Once Task 1 is completed 5 weeks later
Task 3 - Install new toilets Once Task 2 is completed By 30 June

3.3 Funding the project

3.3.1 Briefly describe the current financial situation of your organisation and why TIF co-funding is
required for the proposed project. Where possible, provide quantitative and/or qualitative evidence to
support your case.

The need to reduce our debt levels and limit rates increases have been the community’s clear messages to
Council over the last six years. With net debt levels set to rise to around $300 million by 2022, Council
embarked on a number of austerity measures to reduce our spending and associated rate rises in our last Long
Term Plan 2015-2025.

We developed debt limits and rates affordability limits based on external advice to levels that are appropriate
for a Council of our size. We set our net debt limit to $200 million and rates increases to 3% per annum plus
growth. These limits have enabled us to retain our current credit rating of AA-.

In order work within our new debt and rate caps, we have changed how we fund the wearing out of assets
(depreciation), and have focused capital spend on projects that support growth, coping with natural hazards,
and providing core services (wastewater, stormwater, water and roads). The non-essential projects and ‘nice
to haves’ have either been cut from our budgets or delayed to future years.

This has meant that many of our facilities that support tourism and visitors to our Region, such as
toilets/showers, signage, and solid waste solutions, have been a lower priority for Council. Our communities
have told us they are not happy with funding these tourism facilities; so we currently maintain what we have
and provide the bare minimum in most places. We are aware there is an immediate need for infrastructure
to support our growing visitor numbers. However, on our own, if we are to remain within our financial
restraints, we are unable to fund the provision of much needed and identified new and upgraded
infrastructure to meet our growing visitor demands.

Council has committed funds to support 50% of the projects identified in this application. This list has not
been developed lightly, and many other much needed projects to support tourism have been cut from this
funding round. The $430k is the maximum that Council can afford to contribute towards theses new assets,
with the knowledge that we will need to also manage these new projects to fruition as well as carry on
subsidising the maintenance and upkeep of these facilities.

As at 30 June 2017, our net external debt was $123 million. The Annual Plan 2017/2018 forecasts this to be
$158.7 million by 30 June 2018. Total spend by each Council Department is shown in the bar graph below,
with the pie graph showing capital expenditure by activity.

Total Spend by Council Departments: 2014/2015 to 2016/2017
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made.

3.3.2 Describe what alternative sources of funding were explored before this co-funding request was
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When considering potential projects to address tourist needs in Tasman District, we initially identified the
need for additional recycling facilities in key tourist locations and additional toilets along Tasman’s Great
Taste Trail (cycle/walkway). However, we have subsequently eliminated these from this TIF project
application, as both types of projects potentially qualify for other government subsidies.

The projects remaining in our application provide public good benefits to both domestic and international
tourists that private individuals, businesses or other organisations have not provided to date and are unlikely
to provide in future.

Our communities are raising funds for a number of other community facilities and generally see the
provision of toilet and rubbish facilities, to serve growing visitor numbers, as a Council expense.
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3.3.3 Financials for proposed project

Provide a breakdown of the tasks and associated costs required in achieving the milestones identified in 3.2.4. All costs should exclude GST.

Milestones

Total cost

TIF co-funding
sought

Applicant co-
funding

Key assumptions made in estimating
costs

Bundle One: Improved Camping Experience

‘Milestones for Project 1’ New rubbish compactor and additional toilet at Waitapu Bridge (just north of Takaka)

e Task 1 - Apply for resource and building $5000 + $2500 S0 $7,500 Resource consent is non-notified. NZTA give
consent for toilet approval.
e Task 2 — Tender installation $1000 $500 $500 Assume open tender process is used.
e Task 3 - Install rubbish compactor and $19,000 (toilet) + $22,000 (toilet | $25,750 $25,750 Installation costs of toilet are higher than
new toilet installation)+ other sites in order to mitigate flooding risk.
$9,000 (compactor)
$1,500 (compactor installation)
Total costs for Project 1 $60,000 $26,250 $33,750

‘Milestones for Project 2’ New rubbish compactor and new two-pan toilet block at Alexander Bluff (Motueka Valley)

e Task 1 - Apply for resource and building $5000 S0 $5000
consent
e Task 2 — Tender demolition and $1000 $500 $500 Assume open tender process is used.
installation
e Task 3 - Demolish existing toilet and $22,000 (toilet) + $22,000 (toilet $27,250 $27,250 Costs based on a similar project where tank
install rubbish compactor and new toilets demolition and installation)+ was included.
$9,000 (compactor)
$1,500 (compactor installation)
e Task 4 — Improve access configuration $10,000 $5,000 $5,000
Total cost for Project 2 $70,500 $32,750 $37,750
‘Milestones for Project 3’ Two new showers adjacent to Takaka i-SITE building
e Task 1— Apply for resource and building $13,000 SO $13,000 Resource consent is non-notified.
consent Consultant is needed to prepare application.
e Task 2 — Tender installation $1000 $500 $500 Assume open tender process is used.
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3.3.3 Financials for proposed project

Provide a breakdown of the tasks and associated costs required in achieving the milestones identified in 3.2.4. All costs should exclude GST.

Milestones Total cost TIF co-funding Applicant co- Key assumptions made in estimating
sought funding costs
e Task 3 - Installation $92,000 (shower facilit