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Ordinary Council Meeting
Thursday, 8 May 2025

Date: Thursday, 8 May 2025
Time: 10.30 am

Location: Microsoft Teams

(A link to the live stream will be available on the Central Otago
District Council's website.)

Peter Kelly
Chief Executive Officer






Council Meeting Agenda 8 May 2025

Notice is hereby given that a Council Meeting will be held in Microsoft Teams

and live streamed via Microsoft Teams on Thursday, 8 May 2025 at 10.30
am. The link to the live stream will be available on the Central Otago District

Council’s website.
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Council Meeting Agenda 8 May 2025

Members Her Worship the Mayor T Alley (Chairperson), Cr N Gillespie, Cr S Browne,
Cr L Claridge, Cr | Cooney, Cr S Duncan, Cr S Feinerman, Cr C Laws,
Cr N McKinlay, Cr M McPherson, Cr T Paterson

In Attendence P Kelly (Chief Executive Officer), L Fleck (General Manager - People and Culture),
J Muir (Three Waters Director), S Righarts (Group Manager - Business Support),
D Rushbrook (Group Manager - Community Vision), D Scoones (Group Manager
- Community Experience), L van der Voort (Group Manager - Planning and
Infrastructure), W McEnteer (Governance Manager)

1 KARAKIA
Cr Browne will begin the meeting with a karakia.
2 APOLOGIES

3 PUBLIC FORUM
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8 May 2025

4 DECLARATIONS OF INTEREST

25.8.1 DECLARATIONS OF INTEREST REGISTER
Doc ID: 2454138

Report Author: Wayne McEnteer, Governance Manager

Reviewed and Saskia Righarts, Group Manager - Governance and Business Services
authorised by:

1. Purpose

Members are reminded of the need to be vigilant to stand aside from decision making when a
conflict arises between their role as a member and any private or other external interest they
might have.

2. Attachments

Appendix 1 - Declarations of Interest §

Item 25.8.1 - Report author: Governance Manager Page 6
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Name

Member’s Declared Interests

Spouse/Partner’s Declared Interests

Council Appointments

Tamah Alley

Manuherikia Irrigation Co-operative
(shareholder)

Cliff Care Ltd (family connection)
Aviation Cherries Ltd (Director)
Tenaya New Zealand Ltd (Director and
Shareholder)

Southern Lakes Trails (Trustee)

LGNZ Zone 6 Chair

Manuherikia Irrigation Co-operative
Society Ltd (shareholder)

Emergency Management Otago Group
Controller (employee)

Aviation Cherries Ltd (Director)

Alexandra Community House Trust
Central Otago Wilding Conifer Control
Group

Destination Advisory Board

Southern Lakes Health Trust (Trustee)

Sarah Browne

Anderson Browne Construction and
Development (Director and Shareholder)
Infinite Energy Ltd (Shareholder)

Central Otago Sports Turf Trust (Trustee)
Central Football and Multisport Turf Trust
(Trustee)

Sutherland Architecture Studio Ltd
(Employee)

Anderson Browne Construction and
Development (Director and Shareholder)
Infinite Energy Ltd (Employee)

Cromwell Youth Trust
Tarras Community Plan Group

Lynley Claridge

Affinity Funerals (Funeral Director)

lan Cooney

Stuart Duncan

Penvose Farms - Wedderburn Cottages
and Farm at Wedderburn (shareholder)
Penvose Investments - Dairy Farm at
Patearoa (shareholder)

Fire and Emergency New Zealand
(member)

JD Pat Ltd (Shareholder and Director)

Penvose Farms - Wedderburn Cottages
and Farm at Wedderburn (Shareholder)
Penvose Investments - Dairy Farm at
Patearoa (shareholder)

Otago Regional Transport Committee
Maniototo Ice Rink Committee
Maniototo Curling International Inc

Sally Feinerman

Feinerman’s Ltd, 109 Scotland Street
(Owner / Director)

Roxburgh Pool Committee (Chair)

Sally Feinerman Trust (Trustee)
Feinerman Family Trust (Trustee)

MPI Teviot Valley Community Hubs group

Breen Construction (Employee / Builder)

Ida MacDonald Charitable Trust
Teviot Prospects
Teviot Valley Walkways Committee

Item 25.8.1 - Appendix 1
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Neil Gillespie

Southburn Consulting (Consultant)
Cromwell Volunteer Fire Brigade (Chief
Fire Officer)

Cromwell Bowling Club (patron)

Otago Local Advisory Committee - Fire
Emergency New Zealand

Returned Services Association (Member)

Tarras Hall Committee

Cheryl Laws

The Message (Director)

Wishart Family Trust (Trustee)

Wooing Tree (Assistant Manager - Cellar
Door)

Daffodil Day Cromwell Coordinator

Otago Regional Council (Councillor)
The Message (Director)

Cromwell Resource Centre Trust
Old Cromwell Incorporated

Nigel McKinlay

Transition To Work Trust (Board member)
Gate 22 Vineyard Ltd (Director)

Everyday Gourmet (Director)

Central Otago Wine Association
(member)

Long Gully Irrigation Scheme (member)
CODC (employee) (Granddaughter)

Cromwell Hall Reference Group
Cromwell Town Centre Reference Group

Martin
McPherson

Alexandra Blossom Festival

CODC (employee)
CODC (employee) (Daughter)

Alexandra and Districts Youth Trust

Item 25.8.1 - Appendix 1
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Tracy Paterson

Matakanui Station (Director and
shareholder)

Matakanui Development Co (Director and
shareholder)

A and T Paterson Family Trust (Trustee)
A Paterson Family Trust (Trustee)
Central Otago Health Inc (Elected
Member)

Bob Turnbull Trust (Trustee / Chair)

New Zealand Wool Classers Association
(Chair)

Central Otago A&P Association (Member)
Waiora Manuherikia Governance Group
(Member)

Central Otago Riding for the Disabled
(Volunteer)

Matakanui Station (Director and
shareholder)

Matakanui Development Co (Director and
shareholder)

A Paterson Family Trust (Trustee)

A and T Paterson Family Trust (Trustee)
Federated Farmers (On the executive
team)

Omakau Irrigation Co (Director)
Matakanui Combined Rugby Football
Club (Committee)

Manuherikia Catchment Group (Co-chair)
Omakau Domain Board

Omakau Hub Committee (Chair)
Manuherekia Valley Community Hub
Trust (Trustee)

Southern Cross Sheep Ltd (Director)

Mt Stalker Ltd (Trustee)

Mt Stalker Pastoral Ltd

DKIL Ltd (Shareholder)

Manuherikia River Limited (Director)

Omakau Recreation Reserve Committee
Ophir Welfare Association Committee
Central Otago Health Incorporated

Item 25.8.1 - Appendix 1
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5 REPORTS

25.8.2 SOUTHERN WATER DONE WELL - APPROVAL TO CONSULT ON PROPOSED
WATER SERVICES DELIVERY MODEL

Doc ID: 2450336

Report Author: Peter Kelly, Chief Executive Officer

Reviewed and Peter Kelly, Chief Executive Officer
authorised by:

1. Purpose of Report

To consider approval of the draft consultation document for consultation for Southern Water
Done Well.

Recommendations
That the Council
A. Receives the report and accepts the level of significance.

B.  Approves the draft consultation document "Southern Water Done Well" (Attachment 1) for
consultation.

C. Delegates to the Chief Executive authority to make any minor editorial and design amendments
to the Consultation Documents prior to publication.

D. Notes that consultation is planned to occur between 9 May and 6 June 2025 and will be in
accordance with the Local Government (Water Services Preliminary Arrangements) Act 2024.

2. Background

The Local Government (Water Services Preliminary Arrangements) Act 2024 requires all
Councils to submit a Water Services Delivery Plan (WSDP) by 3 September 2025. Councils
may also produce joint WSDPs that provide for joint water services delivery models.

Following prior assessment of water services delivery options, the Central Otago, Clutha,
Gore and Waitaki District Councils (the Group of Councils) agreed to propose a jointly owned
Council-Controlled Organisation (Joint CCO) as the preferred delivery model for consultation.

This report seeks approval of the draft consultation document "Southern Water Done Well"
and to commence public consultation. Consultation will meet the alternative requirements of
the Local Government (Water Services Preliminary Arrangements) Act 2024 and seek
community feedback on the proposed Joint CCO as well as the practicable alternatives.

The paper also outlines the consultation approach, next key activities and milestones.

Item 25.8.2 - Report author: Chief Executive Officer Page 10
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3.

Discussion

The Local Water Done Well programme requires councils to prepare and submit a Water
Services Delivery Plan (WSDP) by 3 September 2025.

A key part of the WSDP is the identification of a future delivery model for water services.
Southern Water Done Well proposes a jointly owned, asset-owning CCO to deliver water
services across the four councils.

The preferred delivery model was selected for consultation following independent analysis and
is based on achieving the best outcomes in terms of affordability, service resilience, regulatory
compliance, and community accountability.

The Consultation Document provides a clear summary of why change is needed, explains
the proposed Joint CCO model and how it would operate, and outlines the alternative
delivery models considered. It includes:

. A description of the water services challenges facing each district.

. An overview of each delivery model, including benefits, risks, and key differences.

. Financial modelling showing the projected impacts on household water charges under
each option.

. A comparison of governance, management, and service delivery arrangements.

. Key issues for rural water schemes.

. Information on public ownership, regulation, and accountability mechanisms.

The document seeks community feedback on the proposed model and the alternatives,
supported by accessible and plain language explanations.

The consultation process will ensure information is available on the range of channels. The
information is presented in a language that's simple and accessible to a broad audience.

The consultation components are noted below:

o Consultation Document with submission form

° Southern Water Done Well consultation content (including summary content and
frequently asked questions) will be on Let’s Talk

° Hard copy consultation information and submission form via local newspapers

o Submission forms will also be available at Council offices/libraries

o Drop-in sessions will be scheduled

Public consultation is planned to run from 9 May to 6 June 2025. Individual Council and the
wider Council consultation outcomes will be collated and presented back to Council to inform
water service delivery model decision making.

Strategic Consistency

The requirements of LWDW requires the Group of Councils to revisit their respective Long-
Term Plans and associated supporting strategies (including Financial & Asset Management
Strategies), to ensure that water service delivery complies with the Local Water Done Well
legislation requirements.

The options analysis completed to date includes consideration of impacts on the current
LTPs. Impacts of the selected options will be further defined and put forward for community
feedback through the

planned consultation from 9 May to 6 June 2025. Following decision making, amendments
to Annual and / or LTPs will be made from FY 26/27.

Legal Implications

Item 25.8.2 - Report author: Chief Executive Officer Page 11
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The Local Government (Water Services Preliminary Arrangements) Act places statutory
requirements on the Councils that are required to be complied with.

If a territorial authority struggles to comply with the requirements for a compliant WSDP, the
Act provides for the Minister to appoint either of two new roles, costs of which are borne by

Council:
. Crown facilitators, who may work with Councils to assist, advise, or amend draft
WSDPs; and

° Crown water services specialists, who may prepare, direct, or adopt a WSDP in
accordance with their notice of appointment.

In addition, the Act provides that a person who contravenes an obligation to disclose
information can be fined up to $500,000 or, in the case of an entity, $5 million.

4. Financial Considerations
Costs associated with public consultation are included in existing budgets. Future financial
implications related to the delivery model options are set out within the Consultation
Document.

5.  Options

Option 1 — (Recommended)

Approve the Consultation Document and proceed with consultation
Advantages:

° Complies with legislative requirements
° enables timely progression

. supports community engagement
Disadvantages:

o None identified

Option 2

Do not approve the Consultation Document
Advantages:

o None identified

Disadvantages:

. Would delay consultation
. potential non-compliance with statutory timeframes
. reputational risk

Item 25.8.2 - Report author: Chief Executive Officer Page 12
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6. Compliance

Local Government Act 2002
Purpose Provisions

This decision enables democratic local decision
making and action by, and on behalf of
communities by consulting on the future
scenarios for water in the district.

Decision consistent with other
Council plans and policies? Such
as the District Plan, Economic
Development Strategy etc.

Yes this is consistent with policy, specifically the
Significance and Engagement Policy.

Considerations as to
sustainability, the environment
and climate change impacts

Changes are administrative in nature. Climate
Change impacts would be assessed as part of
any change to service provision.

Risks Analysis

Risk

Impacts

Individual Councils do not
approve to progress with
the defined Consultation
Document and planned
delivery timeframes.

e Group may become

unviable

¢ Individual Councils may

not be able to complete a
compliant WSDP

e Potential DIA intervention

with associated loss of
decision-making control

Consultation is delayed
and WSDP is not
submitted by deadline.

e Reputation risk for

Councils

e Potential reduction / loss in

decision making control

DIA does not approve the
WSDP and requires the
document to be revised.

o DIA requires the Group of

Councils to alter the
WSDP

o DIA requires the Group of

Councils to change the
Operating Model Design

¢ DIA requires other

Councils to join the Group
of Councils.

¢ DIA appoints a Crown

Facilitator or Water
Services Specialist

Ratepayers do not
appreciate the impending
costs increases for 3
Waters Services —
irrespective of the
delivery model adopted

¢ Increasing affordability

issue for larger group of
ratepayers

* Negative publicity and

reputation risk for Councils

e Lack of engagement in

consultation process

WSDP Plan and
Implementation Tasks
are more complex /
extensive than estimated

e Potential increase in

project budget

e Additional Council

resource commitments

Changes to legislation
through Bill 3 may require
additional resource
commitments and
amendments to
arrangements.

e Cost and time associated

with rework

e Potential increase in

project budget

e Additional Council

resource commitments

Item 25.8.2 - Report author: Chief Executive Officer
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Significance, Consultation and Deciding on a future delivery of water services
Engagement (internal and delivery model is of high significance due to,
external) community interest, impact on Councils’ capability

and capacity, cost to council, impact on
ratepayers and potential changes to the control of
Strategic Assets.

The Significance and Engagement Policies of the
Group of Councils and the requirements of the
Local Government (Water Services Preliminary
Arrangements) Act 2024 set out the requirements
by which water services delivery model options
are be presented for community consultation.

Individual Councils and the wider Council
consultation outcomes will be collated and
presented back to inform water service delivery
model decision making.

7. Next Steps

° Community & key stakeholder consultation - 9 May to 6 June 2025

o Schedule Council deliberations and decision-making during - July 2025
° Council decision making & WSDP content approval - July 2025

. Contingency to secure WSDP approvals - August 2025

. WSDP Submission Deadline — 3 September 2025

8. Attachments

Appendix 1 - Southern Water Done Well Consultation Document §
Appendix 2 - Local Water Done Well Review §
Appendix 3 - Local Water Done Well Financial Modelling §

Item 25.8.2 - Report author: Chief Executive Officer Page 14
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Join the conversation about the
future delivery of water servicesin

your District under the Government’s

Local Water Done Well legislation.
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Water is the
lifeblood of our

[ d
community.
Why is change coming How we look after it and who will
What's the plan deliver water services in the future is
one of the most important decisions
Mayoral Message we will have to make for many years.
What is Local Water Done Well
2 The Government has made its expectations clear in
Setting the Scene - our current water the Local Water Done Well legislation - doing what
services and the challenges we’ve always done isn’t an option. Transformational
change has been mandated, and the result is that the
Doing things differently shape of water services delivery must change with it.
Option One Why is change coming?
Jointly owned Council For years, councils nationwide have struggled with
Controlled Organisation rising water service costs and under-investment
(preferred option) in asset renewals and upgrades. It’s widely
acknowledged that we need a new approach to
Option Two ensure safe, reliable, and financially sustainable
Stand-alone Council water services.
Controlled Organisation Local Water Done Well requires councils to
deliver water services that are fit for purpose and
Option Three financially sustainable. There is also more oversight
In house business unit and regulation on quality and cost.
C : he Opti The Government has strongly indicated that
omparing the Options collaboration among councils is a vital part of Local
Levels of Service Water Done Well
We have partnered with three other councils that
Money Matters have similar values and challenges - Gore District
il Council, Clutha District Council, and Waitaki
Timeline District Council - to form Southern Water Done
T Well. Together, we have been investigating water
Submission Form . ) .
service delivery solutions that work best for our
communities.
‘ Consultation Document ConsultationDocument
Southern Water Done Well - Your Wai Your Way Southern Water Done Well.-Your Wai Your Way:
Item 25.8.2 - Appendix 1 Page 16
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One thing that has stood out is the
more people who share the cost of
water services, the more affordable
they become for everyone.

There’s no denying the cost of treating
and delivering water services to our
communities is significant and will
continue to increase. Thisisduetoa
range of things, such as:

Compliance with new water and
wastewater standards

Replacing or upgrading ageing
infrastructure

Increased regulation from the
Commerce Commission and
Taumata Arowai

The need to provide new
infrastructure to service population
growth and new development

Climate change mitigation measures

Our current water services delivery
approach would impose significant
financial barriers on the Council and
impact service levels for our other
activities.

It’s simply unaffordable and
unsustainable for our communities
and the Council.

(based on current LTPs)

Water services rates
are projected to
double, on average,
and potentially triple
in some areas

(based on current LTPs)

What'’s the Plan

Share your thoughts by

Friday 6 June

As we move into a new era of water service delivery, we need to set out how
we will comply with all the legal, financial and regulatory requirements of

Local Water Done Well.

We achieve this by first preparing a Water
Services Delivery Plan.

These new plans, which must be submitted to
the Government by early September, set out how
we will deliver water services and build resilient,
financially sustainable networks to serve future
generations.

The plan will include our proposed model for
delivering water services, and whether we will enter
into an arrangement with other councils or will
continue to deliver water services alone.

If we do nothing, or our delivery plan doesn’t meet
the new legislative requirements, the Government
can step in and make decisions for us.

So, please take the time to read this consultation
document or jump online to learn more about
Southern Water Done Well and let us know what
you think.

Copies of all documents and feedback forms are
available at Council’s main office, and any library or
service centre.

Giving Feedback is Easy
You can ...

3 Fill out the submission form online:
www.lets-talk.codc.govt.nz/
southern-water-done-well

a Fillin the form at the end of this
document, pick up a form from our
offices or libraries or download one
from our Southern Water Done Well
page and:

Email to: info@codc.govt.nz

Subject line:
SWDW Consultation

9 Drop off at: Council’s main office,
1 Dunorling Street, Alexandra, and
any service centre or library.

Consultation Document Consultation Document
Southern Water Done Well - Your Wai Your Way Southern Water Done Well - Your Wai Your Way

Item 25.8.2 - Appendix 1 Page 17
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Mayoral Foreword

Drinking water from the tap is a simple joy many Kiwis don’t think twice
about, but the costs of providing this are now swamping local councils
around the country. Add in wastewater, stormwater and general degradation
of our lakes and rivers and it’s no wonder the system is considered “broken.”.

Now is the time for us to have
a meaningful conversation
about what providing water
services looks like into the
future, and we appreciate your
attention to this important
topic. Conversations that have
gone before over the past few
years have led to mistrust, fear
and a reluctance to change.
The fundamental issues that
remain highlight the need to
consider how we could deliver
more efficient and cost-
effective solutions:

« Going alone consigns
communities to further
financial hardship and
substantial increased
debt

«  Our Council does not
have the expertise or
capacity to manage what
is required in the future
with an in-house model

« The continual changing
of direction from
both central and local
government is costing
our people time and
money, we need to
take the politics out of
something as important
as water

«  The more councils who
join the discussion, the
more the risk profile is
reduced. We're asking
to start with four willing
partners - more may
follow

+ Solongaseveryone
benefits, we can accept
that the advantages will
vary case by case, and
year by year

« Each council and system
have their own strengths
and weaknesses, as well
as priorities

« Longterm intangibles,
such as attracting and
retaining a quality
board of directors and
staff expertise, are hard
to define but require
consideration

It’simportant to prioritise
our residents and ratepayers,
butitis also important to
consider what is the best
option forward for our family
and friends nearby. The four
councils collaborating in this
document have set aside egos,
parochial views and patch
protection mentality to work
towards a solution that will

provide water services that

are fit for purpose into the
future. We are confident that
this preferred option is also the
most financially sustainable
for you, and the generations
that will come next.

No solution is perfect. We

ask you to weigh up the
advantages and balance them
against the alternatives.

This task is for all of us - we
look forward to your feedback.

Tamah Alley
Central Otago
District Mayor

Fb—

Consultation Document
Southern Water Done Well - Your Wai Your Way

Share your thoughts by

What is Local Water Done Well?

Local Water Done Well legislation is the Government’s plan to address New
Zealand’s long-standing water infrastructure challenges.

Irrespective of the delivery model we choose, Local
Water Done Well legislation says we must:

It recognises the importance of local
decision-making by aiming to ensure water
assets stay under council ownership, directly
or indirectly, and to let each council decide
the best way to provide water services to its
communities.

Meet new financial requirements, ensuring
water services are financially sustainable

and ring-fenced (i.e. water services assets,
revenue, expenses and debt are separate from
the rest of council finances).

« Investin infrastructure to address long-
standing issues and support growth.

+  Meetall regulatory standards for drinking
water, wastewater and stormwater.

«  Setfair prices that reflect the cost of delivering
water services.

« Develop a fit-for-purpose Water Services
Delivery Plan by early September, outlining
how we will meet these requirements.

The four Southern Water
Done Well councils are
projected to invest $760
million by 2034 in

water services

(based on current LTPs)

Consultation Document
Southern Water Done Well - Your Wai Your Way

Item 25.8.2 - Appendix 1
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Setting the Scene

What we do now

We provide water and wastewater services for the townships of Pisa (CODC-owned supply - Pisa Moorings is

a private supply), Cromwell, Bannockburn, Clyde (partial for wastewater), Alexandra, Lake Roxburgh Village,

Roxburgh, Omakau, Naseby, Ranfurly, and Patearoa (water only).

¢

660
660

Drinking water

The clean water that flows from your taps

« 10,560 drinking water connections

+ 8 water treatment plants

« 4 borefields, 4 surface water takes

« 18 treated water reservoirs and tank farms
« 16 pump stations

+  469km of pipeline

Wastewater

Everything that goes down the drain - such as toilets,
sinks, and showers - is collected and treated before
being safely returned to the environment

« 9,170 connections
« T7treatment plants
« 40 pump stations

«  284km of pipeline

Stormwater

Did you know on
average we deliver:

o 14 million litres of
treated water a day to

Central Otago residents.

Did you know on
average we treat:
« 3.6 million litres of

wastewater a day
throughout the district.

Is the rainwater that runs off roads, roofs, and driveways, managed through

drainage systems to prevent flooding and protect waterways

«  9stormwater management systems
«  58km of pipeline
« 1,015 manholes

Consultation Document

Southern Water Done Well - Your Wai Your Way

40% of rates’ for an individual property
fund water, wastewater and stormwater.

*On average.

27% of water from our network is lost and
not billed to properties through volumetric

There’s no external funding for
water services.

Rates and development contributions pay for all
three waters costs - wastewater and stormwater
are rated through uniform annual charges. Water
is rated partly through uniform annual charges,
and partially through volumetric charges. All

charging.

This figure includes water lost from leakage,
unmetered connections, and meters under reading

due to their age.

Significant investments to date

water connections have a meter. Development
contributions are used to fund the increased

capacity required on capital projects to cater for
future growth demand.

Over the past four years, investment in our three waters infrastructure has been a priority, resulting in substantial
progress. Key projects we’ve finished include:

Water Supply

Lake Dunstan Water
Treatment Plant - combining
the Clyde and Alexandra
networks, with water piped
8km to Alexandra from a new
membrane treatment plant
adjacent to Lake Dunstan.
This supplies water which

is fully compliant with the
New Zealand Drinking Water
Standards and will provide
capacity for growth.

Cromwell Water Treatment
Upgrade - to meet growth
and drinking water
standards commenced
with construction of a

new raw water pipeline
from the borefield to the
reservoir site. Construction
of a new treatment plant at

Consultation Document
Southern Water Done Well - Your Wai Your Way

the reservoir site, and an
upgraded borefield in 2025
will complete this project.

New 4000m3 reservoir at
Alexandra.

Increased protection of the
public water supply through
our ongoing backflow
prevention programme.

Water main renewals in
Roxburgh and Clyde.

Wastewater

Backup generators and
emergency storage at key
wastewater pump stations
to reduce overflows.

Desludging of Roxburgh
wastewater ponds.

Earnscleugh Road Wastewater
Pump Station upgrade.

Stage 1 of the Clyde
wastewater reticulation
connecting 181 properties
to the Alexandra treatment
plant.

Clyde main pump station and
pipeline to Alexandra which
enabled greenfield growth at
Clyde and will facilitate future
reticulation of the remaining
areas of Clyde.

Replacement of membranes
and aerators at the
Cromwell wastewater
treatment plant.

Installation of mechanical
screening at all wastewater
treatment plants.

Wastewater main renewal in
Ranfurly.

Item 25.8.2 - Appendix 1
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The challenges
we’re facing

Due to significant growth in our
District and developers vesting new
assets over the last decade, the
average age of our pipe networks is
low when compared to other Districts.
This means we do not have a backlog
of ageing pipes.

Water Treatment Upgrades for Compliance

Council has three treatment plants that do not
meet the drinking water requirements for protozoa
treatment: Cromwell, Ranfurly, and Patearoa.

The Cromwell water treatment upgrade commenced
with the construction of a new raw water pipeline
from the bore field to the reservoir site in 2024.
Construction of a new treatment plant at the
reservoir site and an upgraded bore field in 2025 will
complete this project.

Package treatment plants are being installed at
Patearoa and Ranfurly in 2025 to provide protozoa
treatment for these supplies.

The Omakau treatment plant is at the end of its life,
and we need to build a new plant to fully meet the
drinking water standards. The Roxburgh treatment
plant also needs an upgrade to fully comply with the
standards.

Omakau, Naseby, Ranfurly, and Patearoa are
supplied from rivers that become dirty during high
rainfall. This impacts the ability to treat the water
and can result in boil water notices. Upgrades are
required to make these supplies more resilient.

The population of Naseby increases from 150 people
to over 2000 in the summer. This plant struggles

to keep up with demand and requires increased
capacity and storage to meet this demand.

Wastewater Treatment Upgrade for
Compliance and Ageing Assets

The proposed new wastewater performance
standards are expected to require
additional nitrogen removal at Cromwell
and a discharge to land at Ranfurly.

The Alexandra wastewater treatment has
a single processing line, which consists of
an activated sludge reactor, a clarifier, and
UV treatment. This plant is nearing the end
of its life and is at high risk of breakdown.

The network has only eight hours of
storage available, and no alternative
treatment option is available. Breakdowns
result in non-compliant discharges to

the Clutha Matau River. A significant
upgrade is required to duplicate the
existing process and renew the existing
infrastructure to increase capacity and
resilience to plant outages.

The Omakau wastewater ponds are in
a flood zone and have been inundated
twice in the last five years. Therefore,
an alternative location for wastewater
treatment is required for Omakau.

Growth

Council has adopted new spatial plans
for Cromwell, Clyde, and Alexandra and
new water and wastewater infrastructure
will be required to service the significant
growth occurring in these areas.

In addition to new infrastructure, the
existing pipe networks, reservoirs,
treatment plants, and pump assets will
need to be replaced to provide increased
capacity to service this growth.

The costs of work to service growth are
intended to be recovered from development
contributions where appropriate.

Consultation Document
Southern Water Done Well - Your Wai Your Way

Rural Water Schemes

Rural water schemes play a vital role in provincial communities. While they
operate differently from urban water systems, they’re just as important.

They are the lifeblood of many rural communities and underpin much of our

agricultural productivity.

In fact, rural water is so essential some would
argue it deserves to be recognised as the
fourth water service - right alongside drinking
water, wastewater, and stormwater.

While we don’t have any rural water schemes,
two of our partner councils — Clutha District and
Waitaki District — do. They have been working
closely with their scheme committees.

Itis clear that local knowledge is key to
effectively managing rural water schemes.
Ensuring this is retained within whatever
service delivery model is chosen will be among
the decisions that will have to be made in
parternship with rural water schemes users.

Consultation Document
Southern Water Done Well - Your Wai Your Way

Here are some of the reasons why
supplying water to rural communities is
quite different from urban water supply:

« The level of treatment can vary,
especially if the water isn’t intended
for drinking.

«  Most of the water is used for things
other than drinking.

« Many rural schemes use low-
pressure, trickle-feed systems
rather than on-demand supply.

«  The networks cover large areas but
serve fewer people per kilometre of

pipe.

o Asmall number of users consume
large amounts of water.

« Charging is often based on
entitlement units rather than fixed
or metered pricing.

« Management is often more
hands-on, with local committees
overseeing the system.

Item 25.8.2 - Appendix 1

Page 20



Council meeting

8 May 2025

New delivery models for water services

Doing things differently

Local Water Done Well gives councils flexibility to choose a water
services delivery model that will best serve the needs of their
community, provided it is financially sustainable and meets the
new economic, environmental and quality standards.

The legislation also introduces new requirements for managing water services, including:

Minimum requirements

Local government water
services providers must
now comply with new
legal requirements,
such as governance and
regulatory reporting.

3

Drinking water
regulation

Changes are being
introduced to improve
the efficiency and
effectiveness of drinking
water management.
This includes updates to
how the water services
authority, Taumata
Arowai, oversees and
regulates the system.

i

Economic regulation

The Commerce
Commission will oversee
local government

water services, making
sure consumers are
protected and keeping
an independent check on
affordability.

8

Wastewater
standards

New national standards
and engineering design
requirements are being
implemented to improve
wastewater management,
ensure proper system
design, and enhance
environmental
protection.

&

Urban stormwater
regulation

Urban stormwater
management is being
improved with updated
approaches to handling
overland flow paths and
watercourses in urban

Water Services
Delivery Plan

Local Water Done Well

emphasises community-

driven decision-making
and flexibility. The plan
must show how the
council will comply with
all legal and regulatory
requirements in the

delivery of water services

in its district.

Consultation Document
Southern Water Done Well - Your Wai Your Way

Monitoring performance

The Government is creating a new oversight
system led by the Commerce Commission to add
an extra layer of accountability. Think of this

as a watchdog that closely monitors how water
services are run and how money is spent. It would
have several essential tools to ensure everything is
fair and efficient.

The Commerce Commission would do this by
requiring water service providers (i.e. councils and
water organisations) to be completely transparent
about their finances and operations.

Water service providers will need to disclose
detailed information about:

« how they’re spending money
« investingininfrastructure

« setting prices

We’ve done our homework

Before preparing a Water Services Delivery
Plan, we need to decide on the best water
services delivery model for our District.

We know that prudent and efficient
investment and affordability are key concerns
for our communities.

However, the new rules and regulations under
Local Water Done Well legislation will increase
the costs of water services delivery in the
future, no matter which model we choose.

Over the past year, we have looked at
available options, both individually and
with our neighbouring Southland and Otago
councils.

We’ve been supported by Morrison Low, a
company with vast water reform knowledge
and experience under both the previous and
current governments.

Consultation Document
Southern Water Done Well - Your Wai Your Way

This approach is designed to protect consumers
and ensure the funds collected through rates and
water charges are used responsibly.

The goal is to give everyone - from residents

to elected members - confidence that water
infrastructure is being managed professionally,
efficiently, and with the community’s best
interests at heart.

4 )

We have considered a range of
factors when deciding on which
option is right, including:

« thefinancial impact on water users

« the strategic advantages and
disadvantages of each option

N J

After investigating various options to deliver
water services that will serve us today,
tomorrow and into the future, we have
narrowed it down to:

Option 1 - A Jointly owned ‘/

Council Controlled Organisation

e« Option 2 - A Stand-alone Council
Controlled Organisation

e« Option 3 - Anin-house business unit
(this is similar to our existing approach to
delivering water services in the District, but
with significant changes to meet legislative
requirements).

Waitaki District Council has also decided to
ask its community about a jointly owned
CCO with its northern neighbours, Timaru,
Waimate, and Mackenzie district councils.

Item 25.8.2 - Appendix 1
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Important Things to Know

Before reading through the delivery
model options we’re proposing, there
are some things you should know.

$ The Government requires that any
assets, revenue, expenses and debt
associated with water services be
kept separate or ‘ring-fenced’ from
wider Council services, irrespective
of the service delivery model.

Legislation has clear rules for
borrowing money depending

on whether councils keep their
water services in-house or form a
Council-Controlled Organisation
(CCO) to deliver water services.

Collectively, SWDW councils have
been talking with Ngai Tahu about
the role of iwi within a new water
services organisation. There’s been
no decisions on what that role
would look like to date. However, it
has been agreed the role should be
meaningful but not reach as far as
the previous reform.

Item 25.8.2 - Appendix 1
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It’s Complicated

Given the magnitude and complexity

of the proposed changes, the content
provided in this consultation is
indicative. It may change as we work
through further implications of finalised
legislation, compliance requirements,
investment priorities, community
affordability, and the CCO composition.

We have been conservative when
quantifying the efficiencies likely to

be gained by a jointly owned CCO. A
review of our modelling suggests that
efficiencies may be considerably higher.

We have had to make a range of
assumptions to model potential costs.
These include projects after 2035,
inflation, interest rates, the size of the
organisation, revenue, etc. Because of
those assumptions, it’s important to
note that the costs we refer to are very
high-level.

You can learn more about our modelling
in the Morrison Low report. You will

find it on our Southern Water Done Well
consultation website www.lets-talk.codc.
govt.nz/southern-water-done-well.
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Preferred Option

Share your thoughts by

Option One

A Jointly Owned Council Controlled Organisation.

This is our preferred option for numerous
reasons, which we’ve covered in our ‘upside’
key points. In short, the option offers clear
long-term benefits for financially sustainable
water asset management and environmental
standards that meet community expectations
and new Government regulations.

Itis proposed we would jointly own the organisation
with our Southern Water Done Well partners: Gore
District Council, Clutha District Council, and Waitaki
District Council. The organisation’s composition
may change in the future, depending on the
consultation outcome or whether other councils
want to join or leave the group.

As a multi-council water services delivery
organisation, we would be able to access
significantly more funding for water services
through the Local Government Funding Agency
(LGFA) - up to 500% of operating revenues, subject
to meeting prudent credit criteria.

This is a much higher borrowing limit than what
individual councils can access if they manage water
services on their own.

We could improve water infrastructure faster and
more efficiently by developing a smart funding
strategy and accelerating investment. This would
mean better network performance, quicker
upgrades, and more reliable services for our
communities.

Most importantly, this model ensures that the
money collected for water services will be spent

on maintaining and improving the system. It gives
consumers confidence that water infrastructure

is properly funded, meets all public health and
environmental protection regulatory standards, and
secures long-term service delivery.

Consultation Document
Southern Water Done Well - Your Wai Your Way

10,500 469km

drinking water length of water
connections pipelines

26,500

population

e

13,200

population

5,044

drinking water
connections

169km

length of water

pipelines

Clutha

19,300 8,270 2,523km

population drinking water length of water
connections pipelines

Consultation Document
Southern Water Done Well - Your Wai Your Way

WENLELS

25,100

population

11,975

drinking water
connections

1,626km

length of water
pipelines
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How would it work?

Oownership - Council-controlled organisation
(CCO) jointly owned by the Gore, Central
Otago, Clutha and Waitaki district councils.
Water, wastewater and stormwater assets
would be transferred to the CCO but remain
in public ownership through the councils’
shareholding. Shareholding would be
allocated evenly - each council owning the
same number. Legislation prevents assets
from being privatised.

Governance - The organisation would

have an independent board responsible for
overseeing operations, ensuring efficiency,
and meeting service standards. Councils
would jointly appoint board members and
set clear expectations for performance and
accountability.

Control - Councils would retain strategic
oversight by setting expectations, priorities
and strategic directions for the organisation

Monitoring a CCO’s performance

The new water services organisation would
be carefully monitored to ensure it’s working
effectively and responsibly.

While the water services organisation would
manage the day-to-day operations, local
councils would still play an important role by
setting strategic direction and performance
expectations. This means they’ll define success,
even if they’re not handling the nuts and bolts
of water service delivery.

The new system aims to balance local input
with professional management and rigorous
accountability by creating clear reporting
requirements and independent oversight.
Key monitoring mechanisms include:

2=  Governance: The CCO would operate
under a constitution and shareholding

3

E3!

v/ Preferred Option

that will guide and inform decision making.
The organisation would be required

to perform and report against those
expectations. Councils could also review and
adjust the organisation’s strategic direction
if needed.

Funding - Financially separate from councils.
Water revenues will pay for borrowing costs
and all investment requirements. Consumers
will pay water charges to the water services
organisation for the services they use.

Borrowing - Separate from Councils. The
water services delivery organisation would
borrow from banks or the Local Government
Funding Agency under its own terms, and

its debt won’t be counted against each
council. To access this funding, the Council
would have to provide a guarantee or issue
uncalled capital to the water services
delivery organisation.

agreement, which define its purpose,
structure, and decision-making processes.

Strategic direction: Councils would
issue a Statement of Expectations (SOE)
to guide outcomes and priorities, and
the CCO responds with a Water Service
Strategy, prepared every three years
and supported by an annual budget.

Regular reporting: The CCO must
report to its shareholding councils
quarterly, provide an audited annual
report, and act consistently with
statutory objectives. These measures
ensure councils maintain oversight
while enabling the CCO to deliver
efficient and financially sustainable
water services.

The Upside

Consumers would pay less for water
services than under our other two
options.

Bigger is better! Spreading costs
across multiple councils makes
water services more affordable for
communities than if each council
managed them alone.

Alarger, well-structured entity is
better equipped to meet strict water
service regulations and reporting
requirements.

Councils remain directly involved
through the shareholders’ group,
ensuring a community voice and that
the organisation’s activities reflects
community priorities.

A combined organisation can attract
top industry expertise, operate more
efficiently, and standardise service
delivery.

Would be able to access higher
levels of debt funding from the Local
Government Funding Agency (LGFA).

Strategic procurement - buying in
bulk and establishing longer-term
contracts.

Standardisation of asset
management systems, practices and
data will improve planning across
the Districts

A shared workforce increases
resilience to staff vacancies

and provides improved career
opportunities across the Districts.

Share your thoughts by

Friday 6 June

‘First mover advantage’ for Councils
forming the CCO to design a solution
that works for them.

Financial separation of water debt
(and revenue). This will reduce
pressure on council balance sheets
and free up more investment
capacity for each council should

they wish to use it.

The Downside

Establishing a jointly owned CCO

to serve multiple locations will be
complex and expensive. However,
establishment costs would be debt-
funded to ensure they are shared
equitably between today’s and
tomorrow’s customers.

Potential loss of jobs, internal
council expertise, and
understanding of water services over
time.

No hands-on council control over
managing water assets and how
services are delivered.

This model keeps decision-making
local while benefiting from shared

expertise, cost savings, and
improved service delivery.

8 May 2025

Consultation Document
Southern Water Done Well - Your Wai Your Way

Consultation Document
Southern Water Done Well - Your Wai Your Way

Item 25.8.2 - Appendix 1 Page 24



Council meeting

8 May 2025

Share your thoughts by

Option Two

Stand-alone Council Controlled Organisation.

The Council would set up a separate Council
Controlled Organisation (CCO) to manage
water services. While the CCO could still
initially source some services from us, it would
operate independently.

There are some similarities with a jointly owned
CCO. However, going it alone means we would lose
out on critical benefits such as economies of scale,
strategic procurement, workforce resilience, and
standardised asset management.

How would it work?

@  Ownership - The Central Otago District
Council would be the only shareholder
of the CCO. Water, wastewater and
stormwater assets would be transferred
to the CCO but would remain in public
ownership through the Council’s
shareholding of the CCO. Legislation
prevents assets being privatised.

Governance - The CCO would have

an independent board appointed by
the Central Otago District Council
responsible for overseeing operations,
ensuring efficiency, and meeting
service standards. We would set clear
expectations for performance and
accountability.

q®» Control - The community still influences
decision-making through the Council. As
the sole shareholder, we would set the
priorities and monitor performance.

This new organisation would have its own CEO,
board, and management team. This would mean
higher set-up and operational costs for the
Council as costs would not be shared with other
councils. Consequently, consumers would face
higher water charges than our preferred option - a
jointly owned CCO.

Finding skilled board members could be challenging
due to high competition and a limited talent pool.
This could lead to higher board fees, difficulty filling
positions, or appointing less qualified members
compared to a jointly owned CCO.

$ Funding - Financially separate from
Council. The CCO and the economic
regulator (Commerce Commission)
would determine funding, which would
be independent of council influence.
Consumers would pay water charges to
the organisation.

&

Borrowing - Separate from Council. The
water services delivery organisation
would borrow from banks or the Local
Government Funding Agency under

its own terms, and its debt won’t be
counted against its parent council. To
access this funding, the Council would
have to provide a guarantee or issue
uncalled capital to the water services
delivery organisation. Borrowing would
be on less favourable terms than a
jointly owned water services delivery
organisation.

Consultation Document
Southern Water Done Well - Your Wai Your Way

The Upside

«  We would wholly own the CCO,
keeping us closely connected and
allowing the organisation to focus
solely on the Central Otago District

« The CCO would set its budgets and
control all the risks of delivering
three waters services.

«  Would be able to access higher
levels of debt funding from the New
Zealand Local Government Funding
Agency (LGFA).

« The CCO would be financially
independent from the council,
allowing it to more easily meet the
future requirements to produce
separate financial statements and
water services strategies.

« Itwould be solely accountable to
its customers/communities for the
setting of water charges

« There would be the certainty of
long-term funding, which creates an
opportunity to develop long-term,
consistent, pipelines of projects,
creating some efficiencies

« Core capability and higher wage jobs
remain in the District compared to a
jointly owned CCO

« Independence and a singular
focus on the delivery of three
waters services means that the
CCO can be better aligned to meet
the requirements of economic
regulation and deliver the right
infrastructure at the right time.

Consultation Document
Southern Water Done Well - Your Wai Your Way

%)

«  Consumers would pay more for
water services than under the other
two options.

The Downside

« There would be less financial and
workforce resilience, as it will be
smaller than existing councils and
have a smaller revenue base.

« Capacity and capability challenges
- smaller organisations have less
opportunity to attract skilled,
technical staff to specialist roles,
so this model doesn’t increase
our resilience and capacity to
monitor compliance, respond to
emergencies, manage risks, and
adapt to future challenges like
climate change.

« Additional costs and complexities of
establishing a CCO are created, but
a stand-alone CCO does not have
the scale of benefits that a joint CCO
creates.

This option offers some financial
benefits, like greater borrowing
capacity, but doesn’t fully
address long-term

funding, affordability,

or the advantages

of being part of a

larger specialist

organisation.

Item 25.8.2 - Appendix 1
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Council Meeting Agenda 8 May 2025

6 DATE OF THE NEXT MEETING

The date of the next scheduled meeting is 15 May 2025.
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