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Decision 

Resolved CL/2021/084 

That the Council 

1. Receives the report Nelson City Council – Tasman District Council

Engineering Services Agreement and Nelson City Council - Tasman District

Council Waimea Community Dam Funding Agreement (R25852) and its

attachments (A1382534, A1730382, A1844948, A2518793, A2602923,

A2618282 and A2618446); and

2. Approves, subject to a reciprocal approval by the Tasman District Council,

the Nelson City Council - Tasman District Council Engineering Services

Agreement (A2518793) and delegates authority to the Chief Executive to

make any necessary minor changes and sign the renewed agreement

incorporating the following:

i.  Tasman District Council to continue to supply water to Nelson City

Council for the residential properties in the Nelson Residential Water

Supply Area;

ii. Tasman District Council to retain ownership and administration of the

waterworks in the Nelson Industrial Water Supply Area;

iii. Alignment of the expiry date of the Nelson Industrial Water Supply

Area with the Engineering Services Agreement expiry terms;

iv. Inclusion of updated sewerage services;
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v. The Nelson City Council supply of water to Tasman District Council 

from the Roding Dam development to cease once the Waimea 

Community Dam is completed; and   

3. Notes that the cost of the Waimea Dam has increased; and 

4. Declines the request from Tasman District Council to increase the amount 

of its contribution to the Dam from $5M to $10.474M and confirms the 

rights to water at 22,000m3/day as previously agreed; and  

5. Approves a 40 year contract term for the Nelson City Council - Tasman 

District Council Waimea Community Dam Funding Agreement; and 

6. Approves the removal of the ten year restriction on the share option in the 

Nelson City Council – Tasman District Council Waimea Community Dam 

Funding Agreement; and 

7. Approves the Waimea Community Dam Funding Agreement (A2618446) 

subject to a reciprocal approval by the Tasman District Council and 

delegates authority to the Chief Executive to make any necessary minor 

changes and sign the agreement; and 

8. Approves transferring the budgeted capital grant in 2020/21 for the $5M 

grant for the Waimea Community Dam from the Nelson City Council 

Economic activity to the Nelson City Council Water activity; and  

9. Approves, subject to the signing of the Nelson City Council- Tasman 

District Council Engineering Services Agreement and Nelson City Council - 

Tasman District Council Waimea Community Dam Funding Agreement, the 

transfer of $5M to Tasman District Council; and 

10.   Agrees that Report (R25852) and its attachments (A1382534, A1730382,  
        A1844948, A2518793, A2602923, A2618282 and A2618446) and the         

        decision be made publicly available once negotiations are concluded. 

 
Edgar/McGurk                                                                                      Carried 
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Council 

18 May 2021

REPORT R25852 

Nelson City Council - Tasman District Council 
Engineering Services Agreement and Nelson City Council 

- Tasman District Council Waimea Community Dam 
Funding Agreement 

1. Purpose of Report

1.1 To approve the Engineering Services Agreement (ESA) between Nelson

City Council (NCC) and Tasman District Council (TDC) and the approval
of the NCC – TDC Waimea Community Dam Funding Agreement
(Agreement) subject to reciprocal agreement of TDC.

1.2 To consider a request from TDC to increase funding for the Waimea
Community Dam from $5 million to $10.474 million.

1.3 To approve transferring the capital grant for the $5 million grant to TDC
from the Economic activity to the Water activity and the payment of $5
million to TDC.

2. Summary

2.1 The ESA identifies the engineering services that each council provides to

the other across the territorial authority boundary on Champion Road. It
was last re-negotiated in 2015 (refer Attachments 1 and 2). Early

discussions about changes to the ESA were held in 2017 between the
NCC and TDC Chief Executives of the day (refer Attachment 3). More
recently both councils have prepared the new draft ESA (refer

Attachment 4) for adoption by both councils.

2.2 The water supply environment has changed with the TDC decision to

construct the Waimea Community Dam and the construction of a water
main from Suffolk Road to Hill Street North (in Nelson) as a result of the
Summerset Richmond Ranges development. The ESA needs to reflect

these decisions.

2.3 The Waimea Community Dam is currently being constructed in the upper

Lee Valley on behalf of Waimea Water Limited. Council has earlier
approved a grant of $5M to TDC as a contribution to the dam
construction subject to an agreement being approved by both councils.
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3.4 The draft agreement (refer Attachment 7) is now ready for adoption by 

both NCC and TDC. 

2.4 The ESA and the agreement for a contribution to the construction of the 
Waimea Community Dam are dealt with together through this report as 

the ongoing supply of water across the boundary by TDC is linked to the 
successful completion of the dam.  

 
 

3. Recommendation 

That the Council 

1. Receives the report Nelson City Council – Tasman District 

Council Engineering Services Agreement and Nelson City 
Council - Tasman District Council Waimea Community Dam 

Funding Agreement (R25852) and its attachments 
(A1382534, A1730382, A1844948, A2518793, A2602923, 
A2618282 and A2618446); and 

2. Approves, subject to a reciprocal approval by the Tasman 
District Council, the Nelson City Council - Tasman District 

Council Engineering Services Agreement (A2518793) and 
delegates authority to the Chief Executive to make any 
necessary minor changes and sign the renewed agreement 

incorporating the following: 

i. Tasman District Council to continue to supply water 

to Nelson City Council for the residential properties in 
the Nelson Residential Water Supply Area;  

ii. Tasman District Council to retain ownership and 

administration of the waterworks in the Nelson 
Industrial Water Supply Area; 

iii. Alignment of the expiry date of the Nelson 
Industrial Water Supply Area with the Engineering 

Services Agreement expiry terms;  

iv. Inclusion of updated sewerage services; 

v. The Nelson City Council supply of water to 

Tasman District Council from the Roding Dam 
development to cease once the Waimea Community 

Dam is completed; and   

3. Notes that the cost of the Waimea Dam has increased; and 

4. Declines the request from Tasman District Council to 

increase the amount of its contribution to the Dam from 
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$5M to $10.474M and confirms the rights to water at 

22,000m3/day as previously agreed; and  

5. Approves a 40 year contract term for the Nelson City 
Council - Tasman District Council Waimea Community Dam 

Funding Agreement; and 

6. Approves the removal of the ten year restriction on the 

share option in the Nelson City Council – Tasman District 
Council Waimea Community Dam Funding Agreement; and 

7. Approves the Waimea Community Dam Funding Agreement 

(A2618446) subject to a reciprocal approval by the Tasman 
District Council and delegates authority to the Chief 

Executive to make any necessary minor changes and sign 
the agreement; and 

8. Approves transferring the budgeted capital grant in 
2020/21 for the $5M grant for the Waimea Community Dam 
from the Economic activity to the Water activity; and  

9. Approves, subject to the signing of the Nelson City Council- 
Tasman District Council Engineering Services Agreement 

and Nelson City Council - Tasman District Council Waimea 
Community Dam Funding Agreement, the transfer of $5M 
to Tasman District Council; and 

10. Agrees that Report (R25852) and its attachments 
(A1382534, A1730382, A1844948, A2518793, A2602923, 

A2618282 and A2618446); and the decision be made 
publicly available once negotiations are concluded. 

 
 

 

4. Exclusion of the public 

4.1 This report has been placed in the public excluded part of the agenda in 

accordance with section 48(1)(a) and section 7 of the Local 
Government Official Information and Meetings Act 1987. The reason 
for withholding information in this report under this Act is: 

• Section 7(2)(h) To enable the local authority to carry out, 

without prejudice or disadvantage, commercial activities 

• Section 7(2)(i) To enable the local authority holding the 

information to carry on, without prejudice or disadvantage, 
negotiations (including commercial and industrial negotiations) 
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5. Background 

Engineering Services Agreement 

5.1 The ESA sets out the working relationship between both councils for 

engineering services that each provide across the territorial authority 
boundary along Champion Road and the Wakatu Industrial Estate/lower 

Nayland Road area. 

5.2 TDC provides potable water, wastewater and stormwater services to 
properties within Nelson City that are generally adjacent to Champion 

Road (Nelson Residential Water Supply Area) or are within the Wakatu 
Industrial Estate/Lower Nayland Road industrial area (Nelson Industrial 

Water Supply Area). NCC also provides limited stormwater services to 
TDC plus potable water to TDC, the latter under an agreement dating 
from the construction of the Roding Water Supply in the 1940’s. Both 

councils supply water across the boundary during emergencies and 
droughts. 

5.3 Some NCC wastewater reticulation that services NCC ratepayers has 
been constructed in Champion Road. Recording location and 
maintenance responsibility in the ESA is appropriate. 

5.4 As part of the construction of the Summerset Richmond Ranges 
Retirement Village in Hill Street North (in Nelson City Council’s 

jurisdiction) the developer has constructed a potable water main 
between the NCC main in Suffolk Road and Hill Street North. This main 
has been sized to cater for future emergency supply by NCC to the 

residential area up to Champion Road plus the Nelson Industrial Water 
Supply Area. Some additional pipework will need to be constructed 

before this can be put in place.  

5.5      Future trunkmain construction along Hill Street North will also allow NCC 
to connect to the larger TDC watermain in Champion Road. This will 

provide for the transfer of significant volumes of water in both directions 
if required in emergencies. 

Waimea Community Dam 

5.6 TDC and Water Users on the Waimea Plains are currently constructing 

the Waimea Community Dam in the upper Lee Valley south of 
Brightwater. This dam will impound water during winter and release it 
over the summer to recharge the Waimea aquifer and maintain 

environmental flows in the Waimea River. 

5.7 At the meeting of 15 May 2018 the Council agreed to allocate $5M for a 

grant to the Waimea Dam project in 2020/21 subject to the following 
conditions: 
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• A contract approved by both councils, be signed at the time of 

the transfer of the funding assuring Nelson’s ongoing rights to 
access 22,000m3/day of water from the Waimea Aquifer and 

• That the contract allow for the grant to be transferred into a 

shareholding in the Dam Company at any point in the future; 
and 

• That a new Engineering Services Agreement with Tasman 

District Council has been detailed in the Terms (A1778747) and 
exchange of letters between the Chief Executives of both 

Councils (A1844948) and this agreement will be updated from 
time to time as circumstances require. 

5.8 In November 2018, Council considered a request from TDC to either 

increase its contribution to the Dam or reduce water access.  The request 
was made following an overall increase in the cost of the Dam from 

$82.5 million to $104.5 million.  

5.9 In response to this request, Council passed the following resolutions at 
the meeting of 27 November 2018.  

(Council) Authorises the Chief Executive to write to Tasman District 
Council confirming the following: 

• Nelson City Council’s contribution is $5 million;  

• Nelson City Council’s contribution is included in 2020/21 of 

Nelson City Council’s Long Term Plan 2018-28 and payment 

will be made on 1 July 2020, as requested by Tasman District 
Council; 

• Nelson City Council has noted that the cost of the Waimea Dam 

has increased by 30% but declines the request from Tasman 
District Council to increase the amount of its contribution to the 

Dam and/or decrease the volume of water that its contribution 
provides access to; 

• Nelson City Council, or its successor, will have ongoing rights 

to access 22,000m3/day of water from the Waimea Aquifer; 

• Nelson City Council, or its successor, has the right to convert 

the $5 million to shares in Waimea Water Limited no earlier 

than 2028, being 10 years after financial close for the Waimea 
Dam – the number of shares representing the rights to take up 

to 22,000m3/day (515 hectares equivalent);  

• If Nelson City Council exercises its rights to convert the grant 

to shares, then it will also have the right to appoint, jointly with 

Tasman District Council, a director to the Waimea Dam 
Company board. 
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5.10 On 1 March 2021, TDC wrote to Council advising that the expected cost 

of the project had increased to $159 million and requested that Council 
increase its funding for the Dam from $5 million to $10.474 million (refer 
Attachment 5).   

5.11 TDC proportion the costs of the Dam based on extractive capacity and 
the economic, environmental and community benefits received by 

different classes of water beneficiaries. Using the increased costs TDC 
has proposed that the NCC contribution be increased to approximately 
$7.4 million for water supply and $3 million for economic, environmental 

and community benefits. This is based on Council retaining its water 
allocation of up to 22,000m3 / per day. TDC notes that under its 

apportionment formula the $5 million grant would equate to 14,900m3 / 
day.    

5.12 Nelson’s grant of $5 million was not linked to the formula used by TDC, 
but was a figure considered appropriate based on the expected 
construction costs of the day, benefits to NCC residents and ratepayers, 

total debt levels and following community consultation.          

6. Discussion 

NCC-TDC ESA 

6.1 There are four separate operational parts to the current ESA as set out 
below.  

 Part A: Water Supply to Nelson Residential Water Supply Area 

6.2 Currently TDC acts as a bulk water supplier to NCC providing potable 

water for approximately 360 residential properties plus 1 school adjacent 
to Champion Road. This supply is achieved through six larger 

connections to streets and multiple properties plus 17 connections to 
individual properties making up 23 ‘bulk meter’ connections. Total 
residential development in the area supplied with TDC water is expected 

to be approximately 475 lots. 

6.3 TDC water charges for the water are based on a formula that combines 

the Richmond residential annual property services charge, the Waimea 
Community Dam charge and the volume supply charge for the water. 
The following table confirms these charges are greater than the NCC 

supply charges for similar volumes (up to 10,000m3/yr/property).  
                                                                                            

2020/21 NCC ($ incl GST) TDC ($ incl GST) 

Annual Property Services 

Charge/annum 

200.60 349.20 

Water /m3 2.092 2.22 
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Waimea Community Dam 

District Wide 
Rate/prop/annum 

- 17.75 

Waimea Community Dam 
Charge 

0.0025c/$CV/property 
(eg for $600,000CV) 

- 15.00 

Residential Final Bulk 
water cost /m3 

- 3.72 

6.4 The difference between the current TDC supply cost and the NCC 
residential charges leads to a current shortfall of funding of 
approximately $65,000 per annum for the 362 houses and one school 

supplied. When the residential area is fully developed to approximately 
475 houses and the school this shortfall could increase to approximately 

$75,000 per annum (Opex cost). The shortfall is met by the general 
water account. 

6.5 Council officers in NCC and TDC have looked closely at a number of 

options for the supply of water to this area - from status quo to NCC 
taking over partial or full supply. The partial supply option would reduce 

the level of revenue shortfall identified in 6.4 by allowing NCC to 
progressively take over supply (10% per year -once ownership of the 
new main from Suffolk Road vests in Council) of approximately 30% of 

the current properties over the first three years of this renewed ESA.    
By taking over the supply of water to part of this area NCC water 

charges would recover an extra $6,000 (Year 1)-$13,000 (Year 2)-
$19,000 (Year 3) per annum. 

6.6 The partial supply option can be achieved with some minor reticulation 

changes (which will cost approximately $50,000). However there are a 
small number of houses plus the school connected directly to the TDC 

mains in Champion Road that would need to be accommodated should 
NCC wish to take over full supply to this area. To connect these would 
require new reticulation to be installed at a cost of $800,000-$900,000. 

These costs would be offset over time by the income from the sale of 
water. 

6.7 TDC have recently confirmed that they do not support any change to the 
current water supply arrangements in this area that would reduce their 

cash flow. In order for the ESA to progress Council officers recommend 
that Council agrees to continue the current supply arrangements for at 
least the first three-year period of this renewed ESA based on the 

following considerations: 
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• The impending central government review of drinking water 

supply provisions across the country. 

• The capital cost of new infrastructure. 

• The undesirability of the duplication of services that would be 

required to supply water to the full area. 

6.8 This section of the agreement currently expires on 30 June 2075. Either 
TDC or NCC can terminate the agreement with three years notice to the 

other party. 

 Part B: Water Supply to Nelson Industrial Water Supply Area 

6.9 The Nelson Industrial Water Supply Area includes all of the buildings in 
the Raeward Fresh area, the Wakatu Industrial Estate, a number of 
properties off Saxton Road West and lower Nayland Road. These 

properties are invoiced directly by TDC under individual supply 
agreements and are not part of the NCC water supply activity. 

6.10 TDC has historical supply agreements with both Alliance Group Ltd 
(Alliance) and Enzafoods New Zealand Ltd (ENZA) that expired on 30 
June 2020. TDC has confirmed that they are happy to maintain the 

current supply agreement for this area. 

6.11 For NCC to be able to supply the full water requirement to this area 

significant trunkmain upgrades will be required. This is expected to cost 
approximately $1.5M. In the interests of wider network and community 
resilience a budget provision for the NCC-TDC link has been included in 

the LTP 2021-31 in years 2028/29-2031/32. With the pending outcome 
of the central government three waters review of water supply 

arrangements it is anticipated that the long term future water supply 
options for this area will become clearer over the term of the ESA and 
any budget adjustments will be made in the LTP 2024-34.  

6.12 This section of the agreement expired on 30 June 2020. TDC is 
continuing to maintain the supply under the old conditions until the 

renewed agreement is in place. 

6.13 Both TDC and NCC officers recommend the following conditions: 

• TDC continues its current role as the primary water supplier to the 

Nelson Industrial Water Supply Area and charges customers 
directly.  

• Align the expiry date of the Nelson Industrial Water Supply Area 

part of the ESA with the proposed ESA expiry (30 June 2075) and 
include the area in the three-year notice to cease supply option.  

• Cost of water from TDC for this area to be based on the same 

terms and conditions that TDC applies from time to time t o  the 
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majority of rating  units with  a metered connection in Richmond. 

• Both councils will collaborate on any replacement trunkmain

linking the two supplies to ensure transfer of water can occur in an

emergency.

Part C: Water Supply from NCC to TDC 

6.14 As part of the original funding agreement with central government for 
the construction of the Roding Dam NCC is required to supply up to 
909m3/d or 1/15 of the permitted take from the Roding River to TDC. 

Currently TDC can terminate this arrangement with six months’ notice in 
writing to NCC.  

6.15 Both TDC and NCC officers recommend that the requirement for NCC to 
supply water to TDC from the Roding River under this part of the 
agreement expires upon the completion of the construction of the 

Waimea Community Dam and subject to NCC providing $5M of funding 
to the Waimea Community Dam. 

Part D: Sewerage Services 

6.16 TDC provides limited sewerage services to properties across the 

territorial boundary adjacent to Champion Road. NCC has some 
sewerage reticulation within the road reserve of Champion Road. It 

would not be economical or helpful from a climate change perspective for 
either Council to completely separate and duplicate these services given 
the small number of properties served. The current ESA only references 

the TDC sewerage services and for completeness should be extended to 
include the NCC sewerage reticulation that crosses into Champion Road. 

6.17 This section of the agreement currently expires on 30 June 2075. Either 
TDC or NCC can terminate the agreement with three years notice to the 

other party. 

6.18 Both TDC and NCC recommend that the ESA be updated to record the 
current sewerage services.  

7. Additional funding request

7.1 TDC has requested that Council increase its contribution for the Dam

from $5M to $10.474M (refer Attachment 5).

7.2 Council undertook a SCP in 2017/18 as part of its decision-making
process to consider a contribution to the Dam.  The SCP stated that:

• A grant was preferred to any purchase of equity as this would limit the

risk to NCC ratepayers in the event of project cost overruns
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• Council would receive access to 22,000m3/day of water should it be 

required (The SCP noted that access to this water in the future would 
require Council to undertake major capital investment)  

• The grant would be funded by a long-term loan and would result in an 

increase in general rates of 0.5% 

• There were regional economic and water supply resilience benefits as 

well as environmental benefits and negative impacts. 

• Nelson would secure long term continued water supply for south 

Nelson. 

7.3 Following consultation, Council decided to make a grant of $5M towards 

the costs of the Dam, subject to: 

• The signing of a contract assuring Nelson’s ongoing rights to access 

22,000m3/day of water from the Waimea Aquifer; and 

• The contract allowing for the grant to be transferred to a shareholding 

in the future. 

7.4 Immediate shareholding was not supported as this might expose Council 
to cost over-runs and would also have required a contribution to 

operating costs before Council might want to access water from the 
Dam.  

7.5 In relation to TDC’s latest request three options have been considered:   

Option 1 (recommended): Council notes that it decided in 2018 to 
contribute $5M for the Waimea Dam, declines the request for additional 

funding and confirms the rights to water at 22,000m3/day as previously 
agreed.  

Option 2: Council notes that it decided in 2018 to contribute $5M for the 
Waimea Dam, declines the request to increase the grant to $10.474M 
but agrees to undertake consultation on a proposal to accept a reduction 

in the volume of water that Council has access to from 22,000m3/day to 
14,900m3/day in the Waimea Dam Funding Agreement. 

Option 3: Council agrees to undertake consultation on a proposal to 
increase its grant for the Waimea Dam from $5M to $10.474M (an 
increase of $5.474M). 

Assessment of Significance of the three options 

7.6 If Council supported a change to the current agreement with TDC then it 

must also consider the degree of significance of the change and the 
decision-making requirements of the LGA.  This consideration informs 
whether any further engagement or consultation process is required.   
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Option 1 (recommended): Declines the request for additional 

funding and confirms the rights to water at 22,000m3/day as 
previously agreed. 

7.7 A decision to not amend the agreement would be of low significance. This 

reflects that the decision would be in line with the 2017/18 SOP and 
previous Council decisions and Council is already adequately informed of 

the views and preferences of the community in relation to this decision.  
Recent discussions with TDC indicate that they would agree to sign the 
funding agreement, subject to, as part of the ESA agreement: 

• The Nelson Industrial Area continuing to be supplied and invoiced by 

TDC. 

• No changes are to be made to the water supply arrangements for the 

Nelson Residential Water Supply Area as outlined in paragraph 6.7. 

  If Council supported this option consultation would not be necessary and 

the Waimea Community Dam Funding Agreement could be approved and 
the transfer of the $5m could occur once both contracts were signed. 

Option 2  Declines the request for additional funding of $5.474M 
and agrees to undertake consultation on reducing the rights to 
access water to 14,900m3/day.   

7.8 It is considered that agreeing to a reduction in the volume of water that 
NCC has access to from 22,000 m3/day to 14,900m3/day is a material 

change to the proposal that Council consulted on and is of medium 
significance when assessed against Council's Significance and 
Engagement Policy. 

7.9 Although Council’s most recent modelling of future water demand 
identifies that Nelson has sufficient water resources for the foreseeable 

future there are significant unknowns that impact the modelling results 
eg population growth increasing demand beyond the modelled 
assumptions, the impacts of natural hazards such as earthquakes on the 

local supply network and the longer term impacts of climate change on 
rainfall patterns and water demand.  Access to an additional 

22,000m3/day of water provides Nelson with a buffer against these 
unknowns and provides for the longer-term future when a further water 
source will be required in any event.   

7.10 Reducing the amount of water from 22,000m3/day to 14,900m3/day 
simply provides the city with a lesser buffer. 

7.11 Securing access to up to 22,000m3/day of water was identified as one of 
the benefits of Council’s proposed contribution identified in the 
Statement of Proposal.  On this basis, it has been determined that 

Council is likely not adequately informed of community views and 
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preferences in relation to accepting a lower cap on the right to access 

water in exchange for the same amount of funding.  

7.12 It is considered that the change is of medium significance in terms of 
Council’s Significance and Engagement Policy for reasons including that: 

7.12.1 Reducing the amount of water that Council has access to is 
unlikely to impact on the community or levels of service in the 

foreseeable future.  The statement of proposal recorded that in 
exchange for its contribution, Nelson would gain access to an 
additional water source of up to 22,000m3/day should it be 

required;   

7.12.2 There is no impact on rates or Council’s debt levels associated 

with this proposal;  

7.12.3 However, the decision is not readily reversible and may impact 

on future generations; 

7.12.4 In addition, there a past history of the issue generating wide 
public interest within the region and is there a reasonable 

expectation that it would generate this interest now; 

7.13 It is considered that despite the low anticipated impact of accepting a 

lower cap on Council's right to access water, the latter factors tilt the 
balance away from this being assessed as a decision of low significance, 
to being one of moderate significance. 

7.14 Although Council could use a Special Consultative Procedure (SCP) for 
option two this is not required under the LGA.  Section 97 of the LGA 

only requires an SCP if there is a significant change in the intended level 
of service for any significant activity or transfers the ownership or control 
of a strategic asset. Neither of these requirements are triggered if 

Council decided to reduce the volume of water it has access to.  

7.15 Council could instead determine an appropriate consultation process, 

guided by Sections 78- 82 of the LGA, Council’s Significance and 
Engagement policy and its knowledge of the public views from previous 
consultation and engagement on the Dam.  

7.16 If Council supported this option a further report with a proposed 
engagement and consultation process would be brought back to Council 

for approval.   

Option 3 Providing an additional $5.474M towards the costs of 
the Waimea Dam. 

7.17 Of the three options, this option is considered to have the highest level 
of significance.  This reflects: 
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7.17.1 That the original $5M grant was based on the expected benefits 

to Nelson and was not linked or indexed to the total project 
costs.  These benefits do not change even though the costs of the 
Dam have increased.  An increase of $5.474M in Council’s 

contribution would be a material change from the 2017/18 
proposal that Council consulted on.   

7.17.2 The impact on Council’s financial capacity and capability. 
Council’s proposed 2021 Financial Strategy includes net debt 
increasing to $290M by 2030/31.  An increase of $5.474M in debt 

may reduce Council’s ability to respond to future projects and 
would also increase rates by 0.4% (for a loan over 40 years).  

7.18 As referred to in Option 2 above the Council could use a SCP or could 
instead determine an appropriate consultation process under section 78-

82 of the LGA. 

If Council supported this option a further report with a proposed 
engagement and consultation process would be brought back to Council 

for approval.  

8. Waimea Community Dam Funding Agreement (Agreement) 

8.1 The Draft Agreement is attached (refer Attachment 7). If option 2 or 3 is 
adopted, it can’t be signed until such time as public consultation has 
been undertaken and final decisions made.  

8.2 A feature of the earlier Council resolutions is the requirement for NCC to 
have ongoing rights to access 22,000m3/day of water from the Waimea 

Aquifer and at some stage in the future the right to be able to convert 
the $5M grant into shares in Waimea Water Limited should it wish to. 

8.3 A consequence of the decision to make a grant to TDC for the 
construction of the Waimea Community Dam rather than immediately 
take up shares in Waimea Water Limited is that NCC would not be 

required to contribute to the ongoing operational costs of the dam. 

8.4 TDC has raised a concern that this means NCC will be in the position of 

reserving access to its allowance of 22,000m3/day of water while 
avoiding contributing to operational costs for the asset that secures the 
water.  

8.5 Notwithstanding previous agreements (refer Attachment 3 
McKenzie/Hammond agreement for a 99 year term) discussions with TDC 

have confirmed its current view that the agreement should have a 
maximum term of 40 years before the terms and conditions need to be 
re-negotiated.  

8.6 At the expiry of the 40 years NCC must either convert the grant into 
shares and begin contributing to the operational costs of the dam, access 
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the water without becoming a shareholder or forfeit its rights to access 

the water from the Waimea Aquifer. The grant would not be refundable. 

8.7 NCC officers are of the view that 40 years is acceptable for the following 
reasons: 

• NCC and TDC will have a better understanding of population growth 
and climate change impacts on the supply and demand for water by 

this time. 

• Central Government initiatives to restructure Local Authority water 
supplies will be firmly bedded in by then. 

• The operating costs of the Waimea Dam will be well established and 
NCC will be able to make an informed decision on shareholding in 

Waimea Water Ltd. 

8.8 Council’s share of the estimated annual operating costs in today’s terms 

is likely to be approximately 4.5% of $2.5m to $3.2m pa ($112,500 to 
$144,000pa). 

8.9 Officers consider that agreeing to a 40 year term is not a material 

change from the proposal that Council consulted on with the public and 
therefore would not warrant any further consultation. 

8.10 The 99 year term was included in supporting documentation for the 
consultation but did not form part of the Statement of Proposal.  The 
Statement of Proposal did not stipulate a particular term length, but 

instead focussed on elements of the financial contribution and the 
benefits gained by Council. In addition, Council's subsequent resolutions 

dated 15 May 2018 and 27 November 2018 did not stipulate the 99 term 
length as a condition of the agreement. 

8.11 It is considered that, in the wider context of the funding agreement, 40 

years is long term and not materially different from 99 years.  Relevant 
context for this assessment includes that the consent term for the Dam 

is 35 years (and there is no guarantee that they could continue beyond 
that point given TDC is unable to bind itself in its regulatory capacity); 
and the length of term becomes irrelevant if Council takes up its share 

option.   

8.12 The change is assessed as being of low significance in terms of Council’s 

Significance and Engagement Policy with no discernible impact on levels 
of service, debt, rates or the community in the near future (given the 
matters outlined above).     

8.13 During the final negotiations of the Three Waters Reform clauses TDC 
agreed to remove the ten year restriction on the share option on the 

proviso that NCC agreed to restricted use of voting rights in the first 10 
years and particularly in relation to the three waters reforms. This is 
favourable to Council. 
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8.14 The Agreement includes the key terms confirmed by Council resolution 

on 27 November 2018 (notwithstanding the removal of the ten year 
restriction from the share option clause) and includes key clauses on 
Access to Water and Three Waters Reform. 

8.15 In summary, the key terms of the Agreement are: 

8.15.1 NCC agrees to pay TDC the non-refundable amount of $5M on a 

specified date; 

8.15.2 TDC grants NCC the rights to affiliate permits for up to the 
agreed amount of water (22,000m3/day); 

8.15.3 NCC’s ability to access this water is subject to obtaining the 
necessary resource consents under the Tasman Resource 

Management Plan and capital investment in any necessary 
infrastructure (refer to Attachment 6 for flowchart showing 

possible scenarios for Council to obtain water as a result of right 
to affiliate permits); 

8.15.4 There are positive and negative obligations on TDC in its capacity 

as shareholder of WWL to protect NCC’s interests under the 
Agreement; 

8.15.5 Nothing in the Agreement interferes with TDC’s exercise of its 
regulatory functions; 

8.15.6 At any time NCC may request that TDC transfer to NCC shares in 

WWL to enable access to the agreed amount of water 
(22,000m3/day); 

8.15.7 The Agreement is subject to a 40 year term.  NCC must capitalise 
on the water allocation or share option within this time period or 
lose any rights under the Agreement.      

9. Options 

9.1 NCC and TDC officers have reviewed the details of the proposed ESA set 

out in this report and they both consider it reflects mutually agreed 
common ground. Council has the option to either approve the revised 

ESA or not approve it.  

 

Option 1: Approve renewed ESA (recommended option)  

Advantages • Allows continued supply of essential services 

across the territorial authority boundary. 

• Improves resilience of supply to the residential 

area. 
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• Allows capital expenditure to be spread across 

future years. 

Risks and 
Disadvantages 

• None. 

Option 2: Not Approve renewed ESA 

Advantages • No additional officer time required to complete 

the drafting of the new ESA. 

 

Risks and 

Disadvantages 

• No improved resilience in the network. 

• The ESA for the water supply to the industrial 

area terminated on 30 June 2020. NCC might 
have to commit to extensive capital works 

immediately in order to maintain continuity of 
supply to the area. 

 

 
Options for Additional funding request 

   

Option 1: Council notes that it decided in 2018 to contribute 
$5M for the Waimea Dam, declines the request for additional 

funding and confirms the rights to water at 22,000m3/day as 
previously agreed (Recommended option). 

Advantages • Is aligned with previous Council decisions. 

• Does not require an increase in debt or 

rates/charges. 

• Provides a higher level of water resilience for 

Nelson, compared to option one. 

• Does not require another consultation process 

given Council is already adequately informed 

of community views and preference. 

• Enables the ESA and Waimea Dam Agreement 

to be finalised (subject to agreement by TDC).  

Risks and 
Disadvantages 

• Council could be seen to not support a 

regionally important project that has increased 
in cost. 

• Is not aligned with TDC’s request for additional 

funding and requires TDC’s agreement. 

Option 2: Council maintains its decision to contribute $5M to 
the Waimea Dam, declines the request to increase the grant to 
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$10.474M but, agrees to undertake consultation on a reduction 

in the volume of water that Council has access to from 
22,000m3/day to 14,900m3/day in the Waimea Dam Funding 

Agreement.   

Advantages • Council’s debt and overall rates/charges would 

not increase. 

• Provides increased water resiliency for Nelson 

(although at a lower level than options one and 
three).   

• Demonstrates Council support for the regional 

water supply resilience and economic benefits 
to be provided by the dam. 

• Maintains Nelson's right to access water up to 
a level anticipated to still exceed its needs both 

now and into the foreseeable future. 

Risks and 
Disadvantages 

• Council could be seen to not sufficiently 

support a regionally important project.  

• Is not aligned with TDC’s request and requires 

acceptance by TDC. 

• Would require another consultation process to 

enable Council to be adequately informed of 
community views and preferences on the 

proposal, which would delay finalisation of the 
funding agreement. 

• Involves a decreased right to access water for 

the Nelson region. 

Option 3: Council agrees to undertake consultation on 
increasing its grant to the Waimea Dam from $5M to $10.474M 

(an increase of $5.474M) and retains water rights of 
22,000m3/day. 

Advantages • Demonstrates Council support for the water 

and economic benefits to be provided by the 
dam to the region. 

• Provides a higher level of water resilience for 

Nelson, compared to option two. 

•  Is aligned with TDC’s request.  

Risks and 
Disadvantages 

• Increases Council’s debt and rates to Nelson 

residents and businesses, and therefore 
constrains future capital expenditure.  

• Increases ratepayer funding for limited extra 

benefit.  

• Annual impact on rates of $300,000 being 

interest and repayment of loan over 40 years 

Released from confidential

23Aug2021



PUBLIC EXCLUDED
Item 1: Nelson City Council - Tasman District Council Engineering Services 

Agreement and Nelson City Council - Tasman District Council Waimea 

Community Dam Funding Agreement 

18 R25852 

• Would require another consultation process to

enable Council to be adequately informed of
community views and preferences on the

proposal, which would delay finalisation of the
funding agreement

10. Funding of the $5M grant towards the Dam

10.1 The 2017/18 proposal to contribute to the Dam was on the basis that the 
repayment of the capital grant would be through general rates, this 

reflected the mix of benefits (regional economic benefit, less water 
reticulation needed to supply Nelson South industrial area and delaying 
the pre-treatment of Maitai Dam water/more regular replacement of 

membranes) from the Dam.    

10.2 However, officers now propose that the budgeted capital grant loan be 
transferred from the Economic activity to the Water activity. This better 
reflects the longer-term benefits to Council of the continued supply of 

water to south Nelson by TDC and the overall improvement to water 
supply resilience.  

Effect on rates and water charges 

10.3 Most ratepayers also pay water charges.  However, there will be some 
water customers who do not directly pay general rates, for example 

residents who pay rent, but have in their rental agreements that they are 
responsible for water charges. These residents indirectly pay rates 
through their rent payments.   The impact on water charges of 

transferring the loan is low. Water charges would increase by $3.55 p.a. 
in fixed charges and 4 cents per cubic metre. General rates would 

decrease across the city by $271,000 (0.34%).   

10.4 Transferring the loan from the Economic to the Water activity is 

considered as being of low significance and no consultation is proposed. 

11. Conclusion

11.1 NCC and TDC supply engineering services across the territorial authority 

boundary along Champion Road. As a result of changes in the water 
supply environment the ESA governing these needs to be re-negotiated. 

11.2 In order for NCC support for the construction of the Waimea Community 
Dam to continue NCC and TDC must complete an agreement that sets 
out the terms and conditions of Council’s funding for the project. 
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Important considerations for decision making 

1. Fit with Purpose of Local Government 

The NCC-TDC ESA and the NCC-TDC Waimea Community Dam Funding 
Agreement responds to Council’s broad role in ‘promoting the social, 
economic, environmental and cultural well-being of the community’ by 

maintaining an efficient delivery of the three water utility services to the 
south Nelson community and contributing to a regional water supply 

project that will deliver economic and water supply benefits to the city. 

2. Consistency with Community Outcomes and Council Policy 

The three water utility services support the delivery of the following 

Council Community Outcomes: 

• Our infrastructure is efficient, cost effective and meets current and 
future needs 

• Our communities are healthy, safe, inclusive and resilient 

3. Risk 

The recommendations in the report will lead to a reduction in the current 
risk profile for water supply to the south Nelson residential and industrial 
water supply areas. 

There are some risks to each of the options in response to TDC’s request 
to increase funding, these are: 

• Reputational risk from not increasing financial support for an 
important regional project.  On the other hand, there is also a 

reputational risk if Council increased funding as the 2017/18 SOP 
limited Council’s contribution to the project and through not taking 
a shareholding position, removed the risk of Council and ratepayers 

being exposed to cost-overruns.  

• The risk of a challenge of the decision to transfer the contribution 
from the economic activity to the water activity. 

4. Financial impact 

There are future financial implications that will be identified in the next 
Long Term Plan 2021-31. 

The financial impact of transferring the Dam grant from the Economic 
activity to the Water activity is covered in the body of the report.  

5. Degree of significance and level of engagement 

ESA 
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The ESA is of low significance because Council is the primary supplier of 
drinking water to the community.  No community consultation is required 
on the proposed renewal of the ESA because of the following: 

• Proposed capital expenditure and water supply charges are set out 
in Annual and Long-Term Plans which have been consulted on.  

• There are no changes proposed to the day-to-day administration of 
customer invoicing and queries for the residential and industrial 
areas water utilities.  

Waimea Community Dam 

The proposed contribution of $5M to the Waimea Dam was of high 
significance and was accordingly the subject of a special consultative 
process in 2018. The 40 year term is not considered to be significant 

because: 

• Council will still be responsible for any decisions about shareholding 
in the dam at that point. 

• There will be sufficient time to gather all necessary information for 
Council to make an informed decision. 

The degree of significance of each of the options in response to TDC   
requesting that Council increase its contribution to the Dam is covered in 

the body of the report. 

6. Climate Impact 

The ESA recognises the cross-boundary engineering services in the south 
Nelson area. Maximising the service life of these services acts to mitigate 
the impact of climate change by reducing the emission of greenhouse 

gases that arise from the unnecessary duplication of networks and 
abandoning still viable pipelines. Council also has a regional leadership 

role in promoting the wise use of existing networks that maximise service 
life of assets. 

7. Inclusion of Māori in the decision making process 

No engagement with Māori has been undertaken in preparing this report.  

8. Delegations 

ESA 

Because the ESA and Waimea Dam agreement are linked the issue covers 
both the Infrastructure Committee and Council.  The matter is therefore 
being brought to Council for a decision. 

Waimea Dam 
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The issue of satisfactory contract arrangements for the Waimea Dam 
funding is a direct Council decision arising from its meetings of 15 May 
2018 and 27 November 2018.   
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