MINUTES

TE KAUMIHERA A ROHE O
WHAKAAHURANGI

Extraordinary

F22/55/05 — D25/5844

Date: Tuesday 25 February 2025
Venue: Council Chambers, 63 Miranda Street, Stratford

Present

The District Mayor N C Volzke (the Chairman), the Deputy Mayor — M McKay, Councillors: G W
Boyde, S J Beck, AM C Dudley, J M S Erwood, A K Harris, E E Hall, V R Jones, W J Sandford and M
J Watt.

In attendance

The Chief Executive — Mr S Hanne, the Director — Assets - Mrs V Araba, the Director — Environmental
Services — Mr B Sutherland, the Director — Corporate Services — Mrs R Johnson, the Committee Advisor
and Executive Assistant — Mrs E Bishop, the Communications Manager — Ms G Gibson, the Audit and
Risk Advisor — Mrs T Radich, the Communications Advisor — Mrs S Clarkson, the HR & Governance
Administrator — Mrs C Reynolds, the Health and Safety/Civil Defence Advisor — Mr D Pemberton, the
Corporate Accountant — Mrs C Craig, one member of the media (Stratford Press) and 3 members of the
public.

1. Welcome
The Chairman welcomed the Mayor, Deputy Mayor, Chief Executive, Councillors, and staff.

11 Opening Karakia
D21/40748 Page 5

The opening karakia was read.

1.2 Health and Safety Message
D21/26210 Page 6

The Chairman reiterated the health and safety message and emergency procedures.
2. Apologies

An approved leave of absence was noted for Councillor C M Tongaawhikau.
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Recommendation

THAT the apology be received.
HARRIS/BOYDE
Carried
CL/25/8

3. Announcements

The Chief Executive noted tickets were available to attend Te Matatini and to contact the
Director Community Services if elected members would like one.

Daniel Pemberton was introduced as the new Health and Safety/Civil Defence Advisor.
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4. Declarations of members interest

Elected members to declare any real or perceived conflicts of interest relating to items on this
agenda. There were no conflicts of interest declared.

Attendance Schedule

The Attendance schedule for Ordinary and Extraordinary Council meetings was attached.

Decision Report - Selection of Preferred Water Services Delivery Model for
Consultation
D25/4497 Page 8

Recommendations

1. THAT the report be received.
VOLZKE/ERWOOD
Carried
CL/25/9
2. THAT Council note that as per the requirements arising from the Local Government

(Water Services Preliminary Arrangements) Act 2024 and other associated
legislation, it is required to identify a preferred water services delivery model for
Water, Wastewater and Stormwater, to be consulted on — with the final delivery
model forming the basis of a compliant Water Services delivery Plan (WSDP), that
will be formally adopted via council resolution before being submitted to the
Secretary of Local Government by 3 September 2025.
VOLZKE/BOYDE
Carried
CL/25/10
Recommended Reason
As per discussion with elected members, no overall staff recommendation is included in this
report due to the combination of technical as well as political aspects of the two delivery
models considered. Analysis of the technical aspects, particularly considering risk, rates
implications and end-user cost favours an in-house business unit, this however needs to be
balanced against the political aspects which are explored further within this report.

The Chief Executive noted the following points:

This subject matter has been presented to elected members for quite some time. The decision
today is to identify the preferred option and not a final decision.

The one identified as the preferred option will be the one elected members think is the best
option and will be presented to the community for consultation as the better of the two models
going forward. The community will then be able to have the opportunity to voice their opinion
on either model and a decision will be made following the hearing and consideration of feedback
received.

The Audit and Risk Advisor noted the following points:

The financial information has been presented to elected members at previous meetings, there
are a lot of unknowns with the regional models and the working group has tried to present the
most realistic scenarios.

The in-house model and the Stratford figures used in the regional model don’t quite align with
the Long Term Plan and the in-house model also takes into account there will be increased
regulation costs as a result of changes in legislation.

7 [/{/



The District Mayor noted the following points:

This process goes right back to 2017 when, for various reasons, it was decided that the water
services (3 waters) collectively across the country were in a terrible state and required fixing.
The original figures presented for fixing the issues across the country was $125 billion which
was increased to $180 billion when they realised over a 30 year period councils were already
paying the initial projection.

To resolve this the idea was put forward to have four big entities. Stratford was in entity B which
went across the North Island from South Taranaki across to Taupo, up to Opotiki and then
across to Bay of Plenty through to Hamilton and to Raglan and back to New Plymouth. There
was a lot of angst around this thinking and issues with governance and ownership. It was then
changed to 10 entities across the country, Taranaki lobbied for an entity of its own, and the
legislation was amended.

When the government changed they said they would repeal the three waters legislation, which
they did and changed it to being able to choose who you partnered up with and this is how we
got to a Taranaki Regional Model. Other changes with the legislation was how these could be
financed, the ability to create a council controlled organisation.

This is why we are in the position of needing to make a call on the preferred model being a
regional model or an in-house model. There is a number of models allowed for in the legislation
and these have been looked into and narrowed down to two options for consideration today.
New Plymouth District Council has voted unanimously to consult with the regional model as the
preferred model, South Taranaki District Council holds their meeting tomorrow. We are all
making the same call but considering it from our local perspective.

Questions/Points of Clarification:

Councillor Hall asked what the relevance of Risk 59 (CCO and other outsourced functions) was
in this scenario? Mr Hanne clarified that the current risk description is as per the current risk
register but a regional CCO would carry similar risks to those CCOs described within the
register. Mrs Radich noted it was relevant as it was not having full control of an entity that
council would still be reputationally and legislatively responsible for.

It was clarified that the regional model was based on the same amount of infrastructure
investment moving forward.

Councillor Hall asked if there had been any discussions at a higher level regarding relationships
with regional partners should we go in-house? Mr Hanne noted there is engagement on a
regional matter for a lot of the business we are involved in, those relationships are not hinged
on the outcome of the waters discussion. There is no logical trigger as to why that would be
affected. There have been multiple levels of engagement for this matter from the Mayoral
Forum, CE Forum to the technical working groups and there has been rational conversations
and no negativity. The District Mayor noted the third option being consulted on by New
Plymouth District Council was a council owned CCO with the door open for other councils to
join at a later date.

Councillor Hall noted one of the criteria was the ease and ability to change from one model to
another. If Stratford moved to a NPDC CCO then they would be a member but not have control.
Mrs Radich noted that at this point negotiation would be undertaken and a documented
agreement entered into. Mr Hanne noted it would be hard to forecast this outcome as
negotiation would be needed at the time.

Councillor Hall noted the criteria for the ability for future growth and asked while infrastructure
would be based on demand but asked what the return on investment would be for community
aspiration? Mr Hanne noted that at the moment elected members have the ability to invest in
infrastructure how they see best such as opening an area for commercial or residential growth
and would consider how this would result in community benefit, employment, economic
development and community well-being. An entity would look at this with a much more rationale
view such as what return would be made from the investment.

Councillor Hall asked why a regional entity looked better for New Plymouth and South
Taranaki? Mr Hanne noted that New Plymouth would effectively have 70% of the customer
base, and have always said they would prefer a CCO model as their organisation is of a size
that it be beneficial to move it out of house, where as for us the stranded overheads will have
a much bigger impact. STDC have included a lot of pros and cons for the regional model within
their report.
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Councillor Jones noted the proposed savings of $11 million over 30 years and asked if stranded
overheads had been factored in to this. Mr Hanne noted stranded overheads had not been
allowed for in the regional model. Mrs Radich the efficiency savings have been factored into
the regional model and this is quantifying it over 30 years. However these figures do not tell us
what the consumer will be saving over 30 years. Councillor Beck noted this only worked out to
$330,000 a year over 30 years and that is only if we get those savings. Mr Hanne clarified that
this only related to expenditure.

The Deputy Mayor asked if council decided to go in-house and the minister declined this
position, what would be the steps from then? Mr Hanne noted that the minister has the ability
to appoint an advisor but that may not be required as council has followed the process and has
a regional service delivery plan in draft. Council will go through consultation, determine the
preferred decision and submit to the minister by 3 September and DIA will either approve or
decline. If declined SDC can accept that refusal and then go the other way as the framework is
already in place.

The Deputy Mayor asked if NPDC and STDC went regional and SDC kept it in-house but then
our application is declined, would NPDC have moved on with their NPDC CCO? Mrs Radich
clarified that there will be time between submitting our request and the establishment date of
January 2026 but the natural pathway will be to wait for the ministerial decisions. We will need
to be very clear about how the decision was made, the information provided and the feedback
received which would lower the likelihood of involvement at ministerial level.

The Deputy Mayor asked for clarity on the harmonisation and how it works? Mrs Radich clarified
that this was only for the regional model. The first year is what the rates currently are per cubic
meter, graph also includes STDC rural rate payers who are on another scheme both STDC and
SDC are higher to catch up to NPDC to get to the same price per cubic meter. Mr Hanne noted
this meant the same product for the same price to delivery the same service across the three
districts. Mrs Radich clarified this was a stepped adjustment to achieve harmonisation, however
the in-house increases would be similar to allow for additional costs and pre-funding for
repayment of debt for the waste water project.

The Deputy Mayor asked if we had seen changes since the LTP was set for the water service
delivery? Mr Hanne noted there have been changes including depreciation factors and
increased borrowing, however there has been no notable deviation with the projects and no
significant projects identified that were not included in the LTP.

Councillor Harris asked why the regional model looked so different to the neighbouring councils
with the waste water rates per connection being considerably lower. Mr Hanne noted this was
a mixture of economies of scale and Stratford being quite compact and has historically
benefited from its geography and natural gravity meaning quite simplistic infrastructure. New
Plymouth is a generation ahead of us in their waste water infrastructure and 10 years down the
track we will need to catch up. Additionally our funding is ring-fenced, the cost to consumer is
the genuine cost of the service.

Councillor Dudley asked what the repercussions would be of going over the debt percentage if
kept in -house? Mrs Radich noted the proposed internal debt limit is an internal limit and there
is no legislation around that. The important part of the net debt to revenue is being able to
calculate this on full council revenue/rates. If a limit was set on just an activity such as water
then it would be breeched immediately until repayments started bringing it down.

Councillor Watt asked if once price harmonisation was reached would the percentage of
collected rates match the percentage of our asset contribution? Mrs Radich noted that all
charging would be implemented and decided by the board. Mr Hanne agreed, noting that
commercial decisions will up to the entity.

The HR & Governance Administrator left the meeting at 10.44am.

Councillor Watt asked if Stratford would have decision making power over local requests for
development and infrastructure requests. Mr Hanne noted that the enetity would make those
decisions, it would be a commercial discussion between the developer and the entity. Council
will still issue consents but will have no influence over the development of those services.

The District Mayor noted that council has to guarantee the lending from the LGFA and asked
the entities would have a similar guarantee for lending? Mrs Radich noted that each council, as
a member of the LGFA, has a guarantee for the debt of the water organisation so will be an
under-guarantor in this situation.
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The District Mayor asked for confirmation that debt currently held for water will be transferred
to the entity which will give council the capacity to borrow more? Mrs Radich noted this was
possible but the revenue would drop as well. Mr Hanne noted it has not been our borrowing
constraints that have held as back in the past, but the impact lending would have on rates.
Councillor Beck noted that from his understanding and reading of the legislation, council is able
to do an in-house entity and he cannot see where this could be stopped. Can we meet all the
legislative and financial requirements for an in-house model? Mr Hanne noted the in-house
model meets all criteria, however it is not clear that if you meet all the criteria that the proposal
will be approved. There is still discretion for the minister to determine if he thinks this is the right
proposal, and we cannot predict this outcome. The letter attached from Simeon Brown states
that regional deals will put councils in a better place for other things in the future. The desire is
for regional or bigger entities. Mrs Radich noted that not being able to demonstrate financial
sustainability would be the key criteria for being declined. Mrs Radich noted thew financial
model had been reviewed by the DIA already and they have confirmed they are happy with the
financial modelling, including the in-house model. The in-house financial model is conservative
with 10-20% allowed for further legislation changes.

It was clarified that the future growth forecasts used were from the LTP and the infrastructure
strategy and asset management plans.

It was clarified that the percentage of asset contribution would be similar to the population
percentage split but it was not known at this stage. Our suggested representation will be in
excess of our contribution in terms of assets.

Recommendations

3. THAT officers are instructed to prepare consultation material for consideration at a
meeting in April 2025 that:

a. Includes analysis of two options for the delivery of Water Services to the Stratford
District, these are:
I Enhanced Status Quo via an in-house Business Unit
II.  Joint Taranaki WSCCO.

b. Identifies the _ Joint Taranaki WSCCO _ as the preferred delivery model for
Water and Wastewater services with Stormwater assets and services to
remain under Stratford District Council ownership and management.

C. THAT in the event NPDC and/or STDC opt out of a Joint Taranaki WSCCO,
the recommended preferred water services delivery model is an Enhanced
Status Quo delivered by an in-house business unit of council with ownership
of water, wastewater and stormwater assets remaining with council.

VOLZKE/McKAY
Division

7 for

4 against
Carried
CL/25/11

Points noted in discussion:

Councillor Boyde asked what is Local Water Done Well? This process is recognising the
importance of local decision making to determine how the decisions will be made. He has spent
hours going through all councils proposed water service delivery plans and felt that joining
together we will have everyone else’s water issues, the financial side is not better and we will
also have to be guarantor for the LGFA lending. The pros for a regional CCO include the
economies of scale, staff numbers and savings. The cons — loss of council control, threat of
amalgamation, standard overhead increases for rate payers, and he asked if it was fair only
having two votes on the board when iwi would have three. He also noted that for a 5 year period
it would be more expensive for us. Could we attract staff? The pros for in-house included the
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overall cost for the consumer being better, can still change to a WSCCO in the future but it
would be almost impossible to go back once it is done, and it has less uncertainties as we
already know our figures — they are not an assumption. This decision is also about what is best
for the Stratford District while meeting our legislative requirements. He was happy to move that
in-house be the preferred deliver model.

The Deputy Mayor noted this had been an exceptionally hard decision and will not get easier
as councillors are relying so heavily on assumptions and uncertainties from 10 years right up
to 100 years in the future including possible changes to legislation in the future. She noted she
was sitting 49/51% with her decision with the reality of that being that there may not be a point
where there is a clear obvious choice and that we will not know if we have made the right choice
possibly for decades. She had been trying to think long term as the information is focussed on
the next 10 years but the thinking needs to be much longer than that. The water regulator can
make changes at any stage which will impact delivery and cost to the consumer. We don’t know
what this could mean in the next ten years, or next 50 years. She noted her reason for slightly
favouring the regional model being the preferred option for consultation was it was more likely
to get more engagement from the community as it would be a bigger change for them to take
notice of rather than thinking it's the same as it has always been. She also noted her concern
at joining a regional model at a later point as we would be stepping into a New Plymouth CCO
and we would become a customer of that model. If we started as a partner then we would have
more influence on the set up at the start and be able to put forward the views of our community.
The regional model would also allow us to absorb changes and savings much better. She noted
the letter from the Minister with the governments expectation that councils will work together to
establish joint water organisations for water services delivery and questioned if we really
thought the minister or the DIA would approve one of the smallest councils in New Zealand to
go it alone?

Councillor Harris noted she was approaching this decision as straight forward as the final
decision was to still to come. She was on the fence where this will go with so many unknown
factors surrounding these scenarios and it will be a brave final decision to make. She noted her
concern with a loss of voice as a council in the joint model, especially for the rural sector and
that there could be great implications with that loss of voice, but there was also a risk of getting
left behind. January 2026 was not far away and there is a scenario where the minister did not
approve an in-house model and would the neighbouring councils wait for us for that decision to
be made as she assumed they would forge ahead meaning we would then become a customer
of that model. She supported the option of a joint model as the preferred option for consultation
but will look forward to the feedback being received and will make her decision based on that.
Councillor Beck did not support the motion. He noted he had stood for council to stand against
3 waters. He has listened to his community and he believed his community would like to keep
things local. He stated the legislation was called Local Water Done Well — not Regional Water
Done Well. He had asked himself if we can keep local water, can we meet the requirements of
legislation and can we do it financially. He believed we could. He believed we could create an
in-house model with all the unknowns and has a lot of faith in this council and the managers.
He had heard nothing that said we could not do this locally but kept hearing that legislation may
stop us doing it. He wanted to put his trust in the community and put the in-house model as the
preferred option.

Councillor Dudley noted the word assumptions, and that this was exactly what councillors had
to make the decision and to go out to the community with. She supported a regional model but
noted a big part of that was not the next 10 years but the next 20-30 years. There is a waste
water treatment upgrade at $51 million and who can say that won’t blow out even further. She
noted that asset wise we are small compared to the other councils, and yes we would need to
guarantor the lending but we would have to do that regardless.

Councillor Hall noted hearing all the views and answers to her questions had been helpful but
still felt on the fence with this. She wanted to maintain a long term view on this for future
generations. Being involved regionally allows us to be part of the decision making but felt the
viability of our council was most at risk here. Change is the only constant and there is going to
be change in the future. She worried about the stranded overheads if we go with a regional
model but also worried about loosing our voice if we go to amalgamation in the future and did
not want to set the path for amalgamation. There will be an advantage of systems and expertise
in the regional model that we have not seen to date but likely will 20-30 years down the track.
She noted thinking about Stratford in the future worried her about the things we do not know,
worried about changes that happen really quickly after setting the LTP budgets, the risks of
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going along and the risks of going alone. This wasn’t a decision to be made today, it is a
decision to go to the community and consult on and providing the community with something
that they will engage with will get more thoughts and consideration around the table. She
supported the motion.

Councillor Watt noted the regional model had benefits in financial sustainability, regulatory
compliance and operation efficiencies, but that the in-house model had the benefit of control.
He did not think the in-house model aligns with the expectations of central government and felt
one way or another council would be forced into something joint. There is a risk of chasing an
in-house model and it not being approved, while NPDC and STDC continue with the regional
model plans which we then have to join at a later stage. He would rather show cooperation at
this stage and go for a joint model to be able to negotiate early for an outcome that will benefit
Stratford the most. He agreed with issues around the governance structure but felt council
should front foot this and negotiate for a better governance structure now and mitigate some of
the downfalls.

Councillor Jones noted this decision was putting it out for consultation and not making a final
decision. He had looked at all figures and felt it was to close to call which was better than the
other, and noted that they are assumptions and that the minister still makes the final call. The
minister talks about reduced costs for ratepayers and he had not seen a reduction for
ratepayers anywhere. His biggest concern was that we are a smaller council and this would
make us so vulnerable. A lot of the comparisons tick both boxes — lower rates and lower effect
on our ratepayers. We are capable of staying as we are, we have factored in another $500,000
to stay in house and it is still looking to be viable. He noted that going regional puts another
board in the picture and asked what that board was going to cost, he has seen inefficiencies
with other boards such as Fonterra. He was happy to put the joint one out for consultation as it
may receive more comments but personally his preferred option was the in-house model.
Councillor Erwood noted there was still lots of uncertainties around this especially with the
regional plan and he felt the goal posts will change again. Whatever we do it is going to cost
our ratepayers more money. NPDC has gone with the regional model as the preferred option
and he understood this was the recommended option at STDC. He asked if the community will
know enough about the recommendations to consult on and will the engage? There are overall
efficiencies with the regional entity but a lot of it is dependent on our neighbours. He felt there
are still too many assumptions for him, and he felt the writing was on the wall that amalgamation
was around the corner. The in-house model provides cost savings to our community and we
can join the other model at a later stage. In-house meets the criteria and is better for the
community and the ratepayers.

Councillor Sandford noted this was a hand in heart decision, he felt this would be the start of
the downfall of Stratford District Council. He noted his annoyance that council does not get the
final decision with the minister in Wellington, who won’t know Stratford, having the final say. He
said the figures meant nothing as everything always ends up costing more and did not think the
ratepayers would be winners in either option. He felt council needed to front foot this and go for
a regional model as we will have some say if we join now, he felt if we joined at the tail end of
it we would loose that say. His biggest concern was the unknowns and asked how we expected
our community to understand it all when we don’t? The expected the ratepayers to vote with
their hearts and not their heads.

Councillor Boyde asked councillors what their risk appetite was, and reminded them that this
council has always been risk adverse.

The District Mayor noted that stormwater has always been the forgotten leg in this process and
up until recently it was almost not discussed. He agrees that stormwater should be a roading
issue and was pleased to see it retained by council for both models. He said the choice was to
engage contractors or contract with a regional water services entity. He noted he was pleased
to see billing services would be undertaken by the regional entity as it removes that risk and
the problems associated with council collecting fees for other organisations. He asked what
problem is trying to be solved here? The original issue that was identified was that councils are
lacking investment in infrastructure and they worked through those issues showed that councils,
and predominantly smaller councils, effectively could not afford to invest sufficiently in their
infrastructure. The initial plan to have these large entities was to socialise the cost across a
greater number of people even though that has been shrunk in terms of the size of the entities
the purpose for a regional model is still having more people to socialise the cost across. The
ability to spread over more people is a de-risking factor. He said there is no right or wrong here
as there are pros and cons for both sides of the argument. It is an evaluative decision,
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considering what is best for the community while acknowledging this is complicated by so many
assumptions. It will cost the community a lot more with both models. He noted the required
upgrade for the waste water plant and that funding $50 million of expenditure across the current
number of connections was a huge risk. He has made his decision today on de-risking and
taking a long term approach rather than short term. He understood the concerns about loosing
control but he questioned when council makes decisions on what pipes get fixed and when,
noting that they don’t and he would not see that as much different for a regional model. Council
is not involved in the day to day operations so he did not see a regional model as loosing
control. A joint model would decouple decision making from elected members so that the
organisation could make sensible decisions on infrastructure and not be subject to the same
trade off measures that elected members have. He noted that harmonisation was a pc word for
subsidy and that this was already the practice with the Stratford township subsidising the costs
for the Midhirst and Toko water services. He did understand that the stranded overheads would
largely stay with council if the water services were to drop out but that this would be a change
in distribution rather than charging the ratepayers more. New economic and environmental
regulations, planning and accountability framework, financial sustainability objectives and
statutory objectives are all different to what we have had in the past so that invalidates the
argument that what we have been ok with in the past will be ok for the future. The changes to
waste water regulations will be released later this week. He felt compliance as a small council
will be difficult in the future. He noted he would be disappointed if there was not a large number
of responses from the community on this matter, and that the community may raise issues that
council has not thought of yet and those could be factored in when making the final decision.

A division was called.

Those voting for the motion: Councillors Harris, Hall, Sandford, Watt and Dudley, the Deputy Mayor and
the District Mayor.

Those voting against the motion: Councillors Jones, Erwood, Boyde and Beck.
The Chief Executive noted that the regional model element of the consultation document will be
developed regionally and to ensure consistency the councils will do local versions for the in-house
model but ensure consistent language.

7. Questions

There were no questions.

8. Closing Karakia
D21/40748 Page 56

The closing karakia was read.

The meeting closed at 11.54am

N C Volzke
Chairman

Confirmed this 11" day of March 2025.

NC Volzke
District Mayor- -~






