
 

 

 

 

I, Steven May, Tumu Whakarae Chief Executive Officer, hereby give notice that 

an Extraordinary Meeting of Council will be held on: 

 

Date: Wednesday, 16 September 2020  

Time: 1.30pm 

Location: Council Chamber, Wairoa District Council, 
Coronation Square, Wairoa 

 

AGENDA 
  

 

Extraordinary Council Meeting 
 

16 September 2020  
 

 

The agenda and associated papers are also available on our website: www.wairoadc.govt.nz  

 

For further information please contact us 06 838 7309 or by email info@wairoadc.govt.nz  
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1 KARAKIA 

2 APOLOGIES FOR ABSENCE 

3 DECLARATIONS OF CONFLICT OF INTEREST 

4 PUBLIC PARTICIPATION 

A maximum of 30 minutes has been set aside for members of the public to speak on any 
item on the agenda. Up to 5 minutes per person is allowed. As per Standing Order 14.14 
requests to speak must be made to the meeting secretary at least one clear day before 
the meeting; however this requirement may be waived by the Chairperson. 
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5 GENERAL ITEMS 

5.1 THREE WATERS REPORT 

Author: Steven May, Tumu Whakarae Chief Executive Officer 

Authoriser: Steven May, Tumu Whakarae Chief Executive Officer  

Appendices: 1. Hawke's Bay Three Waters, Business Case of Three Waters Service 
Delivery Options ⇩   

  

1. PURPOSE 

The purpose of this report is for Council to consider the receipt of the Hawke’s Bay Three Waters, 
Business Case of Three Water Service Delivery options report, and in receiving this report note the 
collaborative work completed to date across the region and to provide endorsement for the 
continued collaborative working relationship as agreed in the Hawke’s Bay Triennium Agreement.  

 

 

RECOMMENDATION 

The Tumu Whakarae Chief Executive Officer RECOMMENDS that having considered all matters 
raised in the report: 

a. That the Council receives the report titled Hawke’s Bay Three Waters, Business Case of Three 
Waters Service Delivery options. 

b. The report is for information purposes only.  No decision relating to the recommendations 
set out in this report are required by Council. 

c. Central Hawke’s Bay District Council, Hastings District Council, Napier City Council and 
Wairoa District Council have opted into the government three waters reform and stimulus 
programme committing our councils to engage in the first stage of the reform programme.  
This includes working together with neighbouring councils and government to consider the 
creation of multiregional entities. 

d. The Hawke’s Three Waters, Business Case of Three Waters Service Delivery Options report 
provides our regions representatives in the reform programme detailed information and 
analysis to engage with government to identify approaches to service delivery reform design 
that considers the recommendations, findings and challenges from the report. 

e. The Hawke’s Bay councils based on the principles agreed in our Hawke’s Bay Triennium 
Agreement agree to continue to work together in good faith for our region to develop our 
strategic capacity from available resources and achieve our strategies by working together 
through co-design partnership to grow a thriving Hawke’s Bay economy to support inclusive 
and connected communities and sustainable and resilient environments. 

 

 

2. EXECUTIVE SUMMARY  

2.1 Central Hawke’s Bay District Council, Hastings District Council, Hawke’s Bay Regional Council, 
Napier City Council and Wairoa District Council commissioned Morrison Low in December 
2018 to review the current and potential three waters (drinking, waste and storm) service 
delivery options for the region.  
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 2.2  This report contributes to the strategic priority areas for the 2019-2022 triennium, Water – 
safety, security and planning agreed by the Hawke’s Bay Leaders Forum on 25 November 
2019. Specifically the priority areas for cooperative approaches on the regional three waters 
review of the provision of drinking water, wastewater and storm water services. 

2.3 It should be noted that Central Hawke’s Bay District Council, Hastings District Council, Napier 
City Council and Wairoa District Council have opted into the government three waters 
reform and stimulus programme committing our councils to engage in the first stage of the 
reform programme.  This means that this report delivered to council is for information only 
and will be used by council representatives participating in the government programme to 
inform discussions to represent Hawke’s Bays interests in the design of mulit-regional 
service delivery entities.   

2.4 The review followed a structured, staged process moving from current state assessment, 
definition of key objectives and principles, into analysis of a long and short list of options and 
their impacts on Councils. The review report is now complete and provides independent 
analysis and recommendations on the effectiveness of existing drinking water, waste water 
and storm water services and alternative service delivery options. 

2.5 It is important to note that the review is not about freshwater reforms, privatising assets or 
services, water storage or issues such as chlorination.  Flood protection and control assets 
owned and managed by Hawke’s Bay Regional Council were considered outside the scope 
for the review. 

 
2.6 The review report identifies that the status quo is not an option for the future of three 

waters service delivery in Hawke’s Bay.  Making no changes to the way our three waters 
services are delivered is not affordable or sustainable.  

o New regulations and standards are coming which will force change 

o Future affordability challenges need to be addressed 

o Strategically there are good reasons for the councils to work together 

For customers, ratepayers, staff and councils 

To achieve the best solution for Hawke’s Bay. 

 The Hawke’s Bay Councils face the same or substantially the same issues and need to 
address these challenges in an affordable, coordinated way that eliminates duplication 
and ensures that all councils and their communities have access to the appropriate 
strategic capacity to do so. 

 Meeting the new regulations under current service delivery arrangements poses 
significant affordability challenges for the Hawke’s Bay region and in particular smaller 
councils. 

 The Review’s forecast investment in three waters infrastructure across the region to 
meet new drinking and wastewater standards is estimated to at a minimum double since 
councils’ 2018-2028 Long Term Plans from $313m to $605m.  

 The report recommends an asset owning council controlled organisation as the preferred 
service delivery model as it best met the Councils’ investment objectives and the cultural 
principles. 
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o It is the option that best addresses the issue of affordability. It is also the option 
that best addresses the very real risk that the scale of investment required to 
meet new standards and community expectations is greater than forecast.   

o A dedicated regional water CCO is able to concentrate on three water challenges 
and prioritise investment decisions across the region, leading to better 
environmental and community outcomes than the Councils can individually 
achieve.  

o It would have sufficient scale to create strategic capacity and capability across the 
region and support the areas where that is currently lacking. Scale, strategic 
capacity and capability gives a level of expertise and resilience in three waters 
that can be applied regionally, benefitting all ratepayers of the region rather than 
only some as is the case now.  

o The model best provides the opportunity to provide a meaningful role for Māori, 
including co-design and co-governance.  

o A regional water CCO is able to provide improved asset management, improved 
management of risk, and be better placed to meet any increased compliance 
requirements or increased environmental standards than the Councils can 
individually. 

o In addition to being the only model that effectively addresses affordability issues 
across the region, the asset owning model also maximises available operational 
savings for the region, ensuring that services are not only affordable, but 
delivered in a cost effective way.  

o There will be a need to ensure that the Statement of Intent and Shareholders 
Agreement of the regional CCO retain an appropriate balance between the 
individual priorities of each council with regional priorities including planning and 
supporting growth.  

 A regional asset owning CCO would be owned collectively by Central Hawke’s Bay, 
Hastings, Napier and Wairoa and taking into account the findings of the cultural case 
should be implemented using a co-governance model in partnership with Māori.  

 Partnering with Māori to co-design and co-govern responds directly to the principles 
developed for the review and the investment objective to have a model that enables a 
meaningful role for Māori. It builds on existing models of co-governance but does so in a 
way that would be designed specifically for Hawke’s Bay three waters service delivery.  

 A regional asset owning CCO would operate as a separate legal entity external to all four 
councils, with its own governance, executive, administration support, procurement 
strategies and operational equipment. Importantly it would also own the networks and 
treatment plants and deal directly with customers.  
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 A board of professional directors would be appointed by the shareholding Councils and 
Māori. The directors will have the associated duties, obligations and liabilities of 
company directors rather than of councillors.  

 Scrutiny of the CCO would be provided by a joint committee of the combined councils 
and Māori. The joint committee would, amongst other responsibilities, appoint and 
remove the directors and provide Māori with a co-governance role.   

 The CCO would co-locate staff virtually and/or physically, housing all management, 
administration, asset management, planning and project management staff, and the 
coordination of the maintenance crews and contractors. Wairoa and Central Hawke’s 
Bay would operate as satellite offices. There would be an estimated 143 staff (including 
Napier City Services staff) in the CCO. This includes more than 16 additional roles than 
are currently directly involved in delivering and supporting the three waters across the 
four councils.  

2.7 The report also sets out the key challenges and risks associated with adopting asset owning 
CCO models. 

 Perceived inequity that arises when councils are transferring different levels of debt or 
assets of varying conditions. Where this happens, ratepayers may feel that they are 
inheriting someone else’s problem. 

 The impact of regionalising costs is that in order to reduce the costs of three waters 
services to an affordable level across the Hawke’s Bay, Napier ratepayers may pay more 
for three waters than they otherwise would (under the enhanced status quo).  

 Without the critical mass of all four councils there is a danger that the benefits of change 
will be substantially reduced or lost. 

 Water and the formation of CCO’s are both politically sensitive issues for councils and a 
risk that other issues are brought into the conversation that detract from the key 
underlying issues highlighted in this report. 

 The development of a co-design and co- governance approach will require councils and 
Maori to participate in a new and potentially a resource intensive process. 

 Creation of a regional water entity will impact resourcing organisation structures and 
functions of each council.  Water activity is a significant proportion of each council’s 
budget so the transfer of the activity to a CCO will impact the way each council operates 
in the future. Consideration should be given to Councils broader priorities. COVID-19 has 
demonstrated how quickly the needs and priorities of communities can change. 

 The extent to which Government is able to support formation of an asset owning CCO 
with a) legislative change to the Local Government Act 2002 and b) providing funding or 
investment to resolved the challenges of regionalisation and cross subsidisation. 

3 Recommendations 

 a. That the Council receives the report titled Hawke’s Bay Three Waters, Business Case of 
Three Waters Service Delivery options. 
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 b.  The report is for information purposes only. No decision relating to the 
recommendations set out in this report are required by Council. 

 c.  Central Hawke’s Bay District Council, Hastings District Council, Napier City Council and 
Wairoa District Council have opted into the government three waters reform and 
stimulus programme committing our councils to engage in the first stage of the reform 
programme.  This includes working together with neighbouring councils and 
government to consider the creation of multi-regional entities.   

 d. The Hawke’s Three Waters, Business Case of Three Waters Service Delivery Options 
report provides our regions representatives in the reform programme detailed 
information and analysis to engage with government to identify approaches to service 
delivery reform design that considers the recommendations, findings and challenges 
from the report.  

 e.  The Hawke’s Bay councils based on the principles agreed in our Hawke’s Bay 
Triennium Agreement agree to continue to work together in good faith for our region 
to develop our strategic capacity from available resources and achieve our strategies 
by working together through co-design and partnership to grow a thriving Hawke’s Bay 
economy to support inclusive and connected communities and sustainable and 
resilient environments 

4. Background 

4.1 Central Hawke’s Bay District Council, Hastings District Council, Hawke’s Bay Regional Council, 
Napier City Council and Wairoa District Council commissioned Morrison Low in December 
2018 to review the current and potential three waters (drinking, waste and storm) service 
delivery options for the region. 

 The review aligns with all five councils shared strategic priority for water safety, security and 
planning agreed as part of the Hawke’s Bay Triennial Agreement October 2019 -2022 and 
specifically referenced as a priority area for cooperation to review the provision of drinking. 
Waste and storm water services. 

4.2 Central government has supported the Hawke’s Bay three waters review and the Minister’s 
funding of $1.55 million announced in January 2019 attests to that support. Hawke’s Bay 
now has the opportunity to provide further perspective into the Central Government review 
on developing options to address the key concerns on regional solutions to improve the 
management of drinking water, storm water and wastewater. 

4.3 Over the past three years, central government have been considering the issues and 
opportunities facing the system for regulating and managing the three waters. 

 The Government Inquiry into Havelock North Drinking Water – set up following the 
serious campylobacter outbreak in 2016 – identified widespread, systemic failure of 
suppliers to meet the standards required for the safe supply of drinking water to the 
public. It made a number of urgent and longer-term recommendations to address these 
significant systemic and regulatory failures.  

 The Government’s Three Waters Review highlighted that, in many parts of the country, 
communities cannot be confident that drinking water is safe, or that good environmental 
outcomes are being achieved. This work also raised concerns about the regulation, 
sustainability, capacity and capability of a system with a large number of localised 
providers, many of which are funded by relatively small populations. 
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 The local government sector’s own work has highlighted similar issues. For example, in 
2014, LGNZ identified an information gap relating to three waters infrastructure. A 2015 
position paper, argued for a refresh of the regulatory framework to ensure delivery of 
quality drinking water and wastewater services, and outlined what stronger performance 
in the three waters sector would look like. 

 Both central and local government acknowledge that there are many challenges facing 
the delivery of water services and infrastructure, and the communities that fund and rely 
on these services. These challenges include: 

o Underinvestment in three waters infrastructure in parts of the country, and 
substantial infrastructure deficits. For example, it is estimated that between $300 
to $570 million is required to upgrade networked drinking water treatment plants 
to meet drinking water standards; and up to $4 billion is required to upgrade 
wastewater plants to meet new consent requirements. These deficits are likely to 
be underestimates, given the variable quality of asset management data. 

Persistent funding and affordability challenges, particularly for 
communities with small rating bases, or high-growth areas that have 
reached their prudential borrowing limits.  

Additional investment required to increase public confidence in the safety 
of drinking water, improve freshwater outcomes, and as a critical 
component of a collective response to climate change and increasing 
resilience of local communities.  

 COVID-19 has made the situation even more challenging. Prior to COVID-19, territorial 
authorities were planning on spending $8.3 billion in capital over the next five years on 
water infrastructure. However, COVID-19 is likely to cause significant decreases in 
revenue in the short term. As a result, borrowing will be constrained due to lower debt 
limits that flow from lower revenues, and opportunities to raise revenue through rates, 
fees and charges will be limited. 

5. Considerations of Tangata Whenua 

5.1  The Local Government Act requires councils to provide for Māori to contribute to decision-
making processes. Section 6(e) of the Resource Management Act 1991 sets out: 

 “Matters of national importance – In achieving the purpose of this Act, all persons exercising 
functions and powers under it, in relation to managing the use, development, and protection 
of natural and physical resources, shall recognise and provide for the following matters of 
national importance: The relationship of Māori and their culture and traditions with their 
ancestral lands, water, sites, wāhi tapu, and other taonga”. 

5.2 The Māori engagement strategy used in this project was to meet with the existing council 
Māori committees of the four territorial authorities, as well as the Hawke’s Bay Regional 
Council Regional Planning Committee and Māori Committee. Noting that Central Hawke’s 
Bay does not have a formal committee, a meeting was held with Te Taiwhenua o Tamatea in 
place of a formal committee of Central Hawke’s Bay District Council. Over 2019 and early  
2020 tangata whenua engagement affirmed seven principles.  
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5.3 The significance Māori place on these principles and therefore on water is best encapsulated 
in the following kōrero, 

 Te wai, he taonga i tuku iho mai i ngā tīpuna – water is a taonga, a precious treasure passed down 
from our ancestors. The chairs of the Māori committees were clear that a meaningful role for Māori 
starts with the opportunity for partnership with co-design of the model across co-governance and 
operations. They were stringent in their view that the status quo is not a sustainable option for our 
environment and Te mauri o te wai. An Assert owning CCO was their preferred model with 
adaptation to a Māori worldview that places people within the environment, and not in a dominant 
and exploitive view.  

5.4 The engagement identified a cultural gap in the better business case framework. Initially the 
approach was to weave a cultural element through the business case but during the project 
it became clear that a separate cultural case was required. The rationale for a cultural case 
was that Māori cultural values and traditions associated with water have been well 
documented within Council processes, however the operational implementation of cultural 
values was considered to be a gap. The role of the cultural case is to highlight that within the 
regulatory framework relating to water, Te Ao Māori, through its language, genealogy, 
stories and traditions, requires a greater level of competency than usual. The cultural case is 
underpinned by the Treaty of Waitangi.  

6. PROGRESS WITH GOVERNMENT THREE WATERS REGULATORY REFORMS 

6.1 Progress is being made to address the regulatory issues that were raised by the Havelock 
North Inquiry and the Governments Three Waters Review. The Government is implementing 
a package of reforms to the three waters regulatory system, which are designed to:  

 improve national-level leadership, oversight, and support relating to the three waters – 
through the creation of Taumata Arowai, a new, dedicated Water Services Regulator;  

 significantly strengthen compliance, monitoring, and enforcement relating to drinking 
water regulation;  

 Manage risks to drinking water safety and ensure sources of drinking water are 
protected; o improve the environmental performance and transparency of wastewater 
and storm water networks.  

Incorporating and implementing mātauranga Māori, culture and values (i.e. Te Aranga 
Design Principles) are a core element for any potential framework to realise and 
enhance the region’s commitment to Māori to protecting/enhancing water

Value Te Ao Māori

Wai is the essence of all life and the world's most precious resource. It is of high 
importance to Māori, as it is the life giver of all things, a precious taonga, part of our 
whakapapa

Value water

Recognise and respect the relationship and whakapapa (genealogical link) that mana 
whenua has with water.

Whakapapa – genealogical 
links

Mauri is the integrated and holistic well-being and life suport capacity of water. The 
well-being/healthiness of the water, the land and the people are intrinsically 
connected.

Te mauri o te wai – the life 
force of water

Although the project is based around the review of the service and delivery of the three 
waters (infrastructure), the proposed model needs to take into account a holistic water 
approach: there is only one water. 

Holistic approach to water

Involving mana whenua in governance and decision making required to ensure Te Tiriti 
o Waitangi obligations are met, as well as making sure they are able to actively exercise 
kaitiakitanga in a practical way

Enabling of Te Tiriti o 
Waitangi

The identity of mana whenua in Hawke's Bay should not be lost in any potential model. 
But inclusion and co-goverance whilst keeping their identity is an opportunity

Mana motuhake - identity, 
self-determination
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6.2 Legislation to create Taumata Arowai had its third reading on 22 July 2020 and should be 
enacted shortly. This new Crown entity is currently being built, and will become responsible 
for drinking water regulation once a separate Water Services Bill is passed (anticipated mid 
2021).  

 However, both central and local government acknowledge that regulatory reforms alone will 
not be sufficient to address many of the persistent issues facing the three waters system. 
Reforms to service delivery and funding arrangements also need to be explored.  

6.3 Hawke’s Bay as a region has now completed our Three Waters Review, which assesses 
current and potential service delivery options for drinking, waste and storm water for all of 
Hawke’s Bay. Through this, the intention was that our councils would form a collective view 
on how we can use this opportunity to find the best long-term solution for three waters 
service delivery in Hawke’s Bay, meeting the needs of all our communities.  

 As a region and district, our communities will be in a very good position to participate in the 
Government’s co-design of multi-region three waters service delivery entities. Together, we 
will form a collective view on how we can use this opportunity to find the best long-term 
solution for three waters service delivery in Hawke’s Bay, meeting the needs of all our 
communities 

7. GOVERNMENT REFORM PROCESS AND INDICATIVE TIMETABLE 

7.1 Government has communicated a three-year programme to reform three waters service 
delivery arrangements, which is being delivered in conjunction with an economic stimulus 
package of Crown investment in water infrastructure. The reform programme will be 
undertaken in stages.  

 The initial stage is an opt in, non-binding approach, which involves councils signing a 
Memorandum of Understanding, Funding Agreement, and Delivery Plan documents.  Wairoa 
District Council, Napier City Council, Hastings District Council and Central Hawke’s Bay 
Council have agreed to participate in this initial stage of the reform process and will receive a 
share of the initial $50 million Hawke’s Bay funding package.  

 Any further tranches of funding will be at the discretion of the Government and may depend 
on progress against reform objectives.  

7.2 An indicative timetable for the full reform programme is provided below. While this is 
subject to change as the reforms progress, and subject to future Government budget 
decisions, it provides an overview of the longer-term reform pathway. 
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