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Mayor and Councillors 
COUNCIL 

17 MARCH 2011 

Meeting Status : Public 

Purpose of Report:  For Decision 

PROPOSED LTCCP AMMENDMENT 2011:  

CHANGES TO REVENUE AND FINANCING POLICY  -  
INTRODUCTION OF WATER METERS  

PURPOSE OF REPORT 

1. To consider and formally resolve to adopt the Statement of Proposal for an 
amendment to the 2009 Long Term Council Community Plan (LTCCP) Revenue 
and Financing Policy which provides for the introduction of consumption 
charging (and the associated introduction of water meters for residential 
properties). 

SIGNIFICANCE OF DECISION 

2. Although the proposed change does not introduce new levels of service, or new 
costs within the 2011/12 financial year, it does trigger the Significance Policy on 
two accounts.  Firstly the criteria considerations are triggered in that the matter is 
significant considering (a) the extent to which the proposal affects all or a large 
portion of the community in a way that is not inconsequential, and (b) the extent 
to which the proposal has a history of wide public interest in the community.  In 
addition any change to the Revenue and Financing Policy requires a formal 
amendment to the LTCCP and triggers a Special Consultative Process.  (Note: 
Detail about that process is discussed under Consultation further on in this report.) 

BACKGROUND 

3. Since 2009, the Council has been in the process of developing a water supply 
solution for the Waikanae, Paraparaumu and Raumati areas which would augment 
capacity and address existing water taste issues.  The supply solution assumed that 
peak water demand across the district would be reduced within 10 years to 400 
litres per person per day.   This reaffirmed the 2003 target set out in ‘Water 
Matters: Sustainable Water Use Strategy’ to reduce demand to this level.   

4. The Council also adopted a Water Conservation Plan which identified seven 
action areas to drive consumption down to the target level.  These are:  improving 
data and information about consumption; regulation (Plan Change 75 and a 
reviewed by-law); a water loss reduction programme; education and 
communication; financial incentives; an innovation fund and leadership around 
Council’s assets and services. The financial incentive package was due to 
commence in mid-2011. 

5. In late 2010, the Council identified the river recharge option as its preferred water 
supply solution for Waikanae, Paraparaumu and Raumati areas.  It was indicated 
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at the time that the solution might be capable of staging which would allow 
Council to push out investment in a later stage for some years.  The Council also 
resolved to purchase land for a future dam site, providing increased future 
proofing for the community in the very long term. 

6. More recently, the Council identified in its workshops for the 2011/12 draft 
Annual Plan that given the potential to stage the Waikanae, Paraparaumu and 
Raumati water supply programme, it wished to consult on the introduction of 
water meters and volume based charges for water.  The Council sought 
information on costs and what it could do to entrench community control of the 
management and operation of water services.  This included consideration of how 
it could entrench a not-for-profit charging regime. 

7. The Council was informed that if it wished to proceed with what was a change to 
the Revenue and Financing Policy, then a formal amendment to the 2009 LTCCP 
and a special consultative procedure was required. 

8. The remainder of this paper provides information on the reasons for introduction 
of this policy at this time, how community control of water services can be further 
entrenched, information on costs and next steps. It presents the formal LTCCP 
amendment for approval to go out for consultation. 

CONSIDERATIONS 

Proposed Changes to Policy  

9. The Council proposes as a consequence of its deliberations during the 2011/12 
Annual Plan process to undertake the following:   

 cease using a fixed annual charge for water service to households 
and properties from 1 July 2014;  

 use a volumetric charge (charges based on amount of water 
consumed by a household or property), with some level of agreed 
fixed charge from 1 July 2014;   

 establish a Charging Regime Advisory Group from 1 July 2011 
which will be made up of key stakeholders such as Grey Power, 
Council of Elders, budgeting services and major commercial water 
users, to design a fair and equitable charging formula.  This Group 
will have an independent chair, Mr Don Hunn;  

 continuation of the Charging Regime Advisory Group to allow for 
monitoring and annual review of charges and report back to 
Council; 

 installation of residential water meters;  

 continuation of a modified interest free loan fund, to be introduced 
at the time that volumetric charging commences;  

 introduction of the following measures to ensure direct on-going 
community control of the ownership, management, operation and 
not-for-profit nature of water services:  
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 changes to Standing Orders (rules by which Council makes 
its formal decisions and conducts meetings) to require a 
75% majority for any decision around ownership,  
management, operation and pricing of water services 
(currently a simple majority is required), with consideration 
being preceded by a referendum of residents’ and 
ratepayers’ views;  

 provisions within Council’s Significance Policy, levels of 
service statements for the Water Management Activity and 
the Revenue and Financing Policy which ensure there will 
be formal consultation on all relevant matters; 

  operation of a closed account for water to further entrench the not 
for profit nature of water services.    

10. The reasons for these policy changes and proposed actions are discussed in the 
remainder of this report.   

 

Reasons for Introduction of Water Meters and Associated Volume 
Based Charging.   

The Strategic Position 

11. The Council’s overall strategy is to reduce demand for treated water from its 
currently high levels.  The target is to reduce consumption to 400 litres per person 
per day peak demand.    It has a range of reasons for doing so:   

Avoiding unnecessary costs to the community by: 

 deferring the need to invest in new water supply infrastructure and 
thus avoiding unnecessary costs on households and ratepayers; 

 deferring the need to increase capacity for other parts of the 
network, for example, new reservoir capacity, treatment plant 
capacity upgrades and in some cases reticulation capacity;  

 avoiding or reducing the need for new capacity for waste water 
systems and services; 

 reducing operating costs by reducing pumping demands for water 
and wastewater systems;  

Avoiding unnecessary environmental/ cultural impacts by:  

 reducing the level of water needing to be taken from river systems 
and aquifers;  

 reducing the impact of discharges of treated water into receiving 
environments via reduction in the volume of wastewater; 

Increasing resilience and ability to adapt: 

 encouraging use of non-potable water supply and use systems.  
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12. Underpinning these reasons is a broad philosophical position that water is the 
source and maintainer of life and should not be wasted – i.e. it has a value that 
people need to recognise.   

13. Within this broad approach, Council has five reasons for proposing to introduce 
water meters at this time:  

 a view that current financial incentives are insufficient to drive 
down water consumption to the desired level in the required 
timeframes; 

 the need to address the very significant issue of an unfair loading of 
the costs of water services on single and two person households 
that do take a responsible approach to water consumption. 

 opportunities that exist to stage part of the River Recharge Supply 
project for Waikanae, Paraparaumu and Raumati and release 
existing funding to better manage demand. 

 the consequent opportunity to push out the need to invest in Stage 2 
of the river recharge project until about 2035/36; 

 opportunities to save expenditure on other water assets at a time 
when the community is dealing with rising cost-of-living issues and 
an economic downturn.   

Reduction Performance 

14. Table 1 below identifies the performance for each water supply area.  This does 
not include an allowance for industrial consumption or water loss.  It is thought 
that a significant proportion of water loss is occurring on the private part of the 
network and therefore should be left in this total.   It can be seen that consumption 
is still well above the target levels.    

Note: does not allow for industrial use or water losses.    

DEMAND SUMMARY  6/12/10  6/12/10        

 
Total 

Volume 
No. of 

Connections 
Population 

Averaged Peak  Consumption 
Over period  

   m3  conn  p  L/conn/d  L/p/d 

TOTAL WAIKANAE  8,844  4,951  11,078  1,786  798 

                 

TOTAL PPRM‐RAUMATI  13,771  9,870  27188  1,395  506 

TOTAL WPR  22,614  14,980  38266  1,510  591 

TOTAL OTAKI (excl. Hautere)  5,550  2737  6493  1,617  855 

TOTAL PAEKAKARIKI  891  683  1664  1,211  536 

                 

TOTAL KĀPITI 
COAST DISTRICT 

30,022  18,400  46,424  1,632  647 

Table 1: Peak Consumption Figures – Dec. 2010.   
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Tools for Achieving Consumption Targets  

15. Reaching the water consumption targets is dependent on residents and ratepayers 
changing their behaviour  (e.g. no longer leaving the tap running), or making a 
decision to invest in systems which reduce potable water use (e.g. low-flow 
showers or rain tanks.)   Table 2 below outlines the kinds of solutions which can 
be used and the way in which they can affect the base level or peak demand for 
water.    

Effectiveness in reducing demand 

Type of Action Base Demand Peak Demand 

Education Up to 5%  

Education and Regulation  15-20% 
45% (extreme) 

Asset management to reduce water loss in the 
network (public network) 5-8%  

Asset management to reduce was loss in the 
network (Private network)  

Unknown at present as 
cannot directly measure  

Indoor water conservation systems 15-20%  

Outdoor water conservation systems  10-25% 

Total 20-33% 25-45% 

Total reduction in consumption of approx.                                      35% 

 

Source:  Auckland Water Use Study 2008, BRANZ, Kāpiti Coast Water Use Study 2007, BRANZ  

Table 2: Performance of Water Conservation Initiatives.   

16. Base demand is driven by essential needs such as bathing, cooking, washing 
clothes or flushing toilets and is roughly constant during a year.  Peak demand 
tends to be driven by seasonal use, particularly for gardens over the summer 
months.    

17. There are three broad levers Council can pull to encourage people to reduce water 
use: education, regulation and provision of (financial) incentives.    Education 
alone has limited long term impact on behaviour change.  Education along with 
regulation (e.g. water restrictions) can have a very significant effect in a short term 
situation like a drought but can be a draconian and unacceptable situation for 
people in the longer term.  It can be costly to administer for little or no long-term 
change in behaviour.  

18. Regulation, such as Plan Change 75 which requires new houses to have roof-water 
tanks or a grey water system for outside use, helps reduce demand but it cannot 
address the efficiency of systems within the existing housing stock.   Asset 
management to reduce water loss from the public network is an important tool but 
will not on its own achieve the reduction levels needed.   It is known from one-off 
reporting of problems that there can be significant leaks within private networks 
but unless Council is informed of these leaks, it cannot require people to fix them.  
There is no incentive for private property owners to fix leaks of their own accord.     
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One of the benefits of water meters is that it can track whether a fault/ leak re-
occurs.  

19. The most effective way to achieve reduction in water use is to provide financial 
incentives which encourage people to fix leaks, change behaviour and perhaps 
invest in water saving devices.  These incentives, if they exist along-side 
education programmes to show people how to reduce water use and opportunities 
to help people to invest in new efficient systems, can be especially effective.   The 
incentives are also more effective where they immediately reward behaviour and 
action.      

Comparing Direct and Indirect Financial Incentives  

20. Broadly speaking there are two kinds of financial incentives which can be used to 
reduce water consumption:   

 inclusive and direct incentives: these immediately provide a financial 
reward for reduced consumption behaviour and are not dependent on 
other decisions about investment in water conservation systems to 
achieve a reduction.   

 Limited access and indirect incentives:  these provide financial 
recognition for an action which is likely to lead to reduce consumption 
but does not reward immediate behaviour change.  Access to these 
incentives depends on a certain level of disposable income.   

21. The Council made a decision not to introduce water meters in 2009 but chose at 
that time to introduce a financial incentives package as follows:   

 interest free loans for the purchase and installation of water saving 
devices for non-potable supply systems used outside the house itself.  
This was to be provided via a rolling fund with people repaying the 
principal over ten years, in addition to the standard fixed charge for 
water.  This was due to start towards the end of the 2010/11 financial 
year;  

 a rates rebate off the water fixed charge for those households who had  
bought and installed a rainwater or greywater system, or had installed a 
shallow bore.  The level of rebate was due to be established in 2010/11, 
with implementation from 2011/12.  

22. Table 3 below sets out the number of households estimated to have to install 
rainwater tanks or greywater systems in order to reduce the average peak demand 
in each water supply area to the target level.  These figures already account for 
existing tanks, greywater and shallow bore systems.  The numbers vary, 
depending on the relative performance of each kind of system.   
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   Pool of 
Households  

 Needed M3 
reduction  

New households 
with greywater 
systems  

New households 
with 10,000 litre 
tanks 

New 
households 
with 5,000 
litre tanks 

Paekākāriki   619 285     130    143 285  

Paraparaumu/  
Raumati  

8,031 2,423 1,101 1,212 2,423

Waikanae  4,053 2,615 1,189 1,308 2,615

Ōtaki  2,206 3,610 1,641 1,805 3,610

District wide  14,909 8,933 4,061 4,468 8,933

Table 3: Estimated Number of Devices Needed to Achieve Targets  

23. It is impossible to estimate the take up of interest free loans but the programme 
provided for the possibility that all the necessary households would choose to 
install the systems and make use of the loans facility over a ten year period.  The 
key risk in developing this programme was a concern that take up would not occur 
or that it would be captured by more affluent households, who would be more able 
to make the investment.  

24. Table 5 below compares the rolling fund/ rate rebate financial package with the 
incentives of volumetric charging via use of water meters.   

Incentives Package  Direct/ Indirect Effectiveness and Certainty  Social Impact  
Rolling Fund/ Rates 
rebate (current) with 
fixed charging system  

 indirect.   
 does not reward 

behaviour change. 
 rewards investment 

in physical systems 
only.   

 likely to exclude low 
income households.    

 capable of achieving desired 
consumption targets if up to 
9,000 households invest in 
systems;  

 reduction likely to  occur over 
extended period.  

 considerable uncertainty as to 
take-up of rolling fund and 
whether targets will be 
reached.     

 

 lower income households 
and smaller households still 
paying more regressive 
fixed water rate.  That is, 
they pay more per unit of 
water consumed than larger 
households. 

 

Water Meters and 
volume charging 
(proposed)  
 
(interest free loans)  
 

 direct   
 rewards behaviour 

change 
 rewards investment 

in physical systems  
 all households have 

access to financial 
incentives.    

 

 will drive consumption down 
by 25% within a year of full 
implementation1 

 
 on-going and constant 

monitoring of private leaks  

 Single and two person 
households using water at a 
reasonable level will pay 
less for water; 

 Low water users more likely 
to pay less for water services 

 Larger households (small 
number in District) may pay 
more than at present but this 
depends on final charging 
regime.     

 

                                                 
1 There is an extensive literature on the effectiveness of volumetric charging in driving down water use.   
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25. The direct volume charging with water meters provides the more immediate and 
certain outcome and also ensures that all people who are acting to reduce water 
consumption receive a financial benefit.   It also resolves the highly regressive 
cost impacts on smaller households.   This issue is covered in more detail below.     

Fairness of the Current Charging Regime 

26. It has been a feature of previous discussions of water charging that some people 
assume they are not paying, and should not pay, for the water they receive in their 
homes.  The reality is that people do pay a water rate to cover the cost of 
collecting, treating and transporting treated water into their homes and businesses.  
They do so via a fixed annual water charge.  The term fixed charge relates to the 
fact that it is not based on consumption levels but is a set charge no matter what is 
consumed.  The proposed fixed charges for the 2011/12 year are: 

 Ōtaki      $302  

 Waikanae, Paraparaumu and Raumati  $296  

 Paekakariki     $331 

27. The difference in the costs reflects the different costs to provide a service in these 
areas but as the District moves to a District-wide funding approach, these costs 
will become the same.    

28. Another feature of the previous debates about water charging has been an 
unwillingness to address the issue of the fundamental unfairness of smaller 
households on low fixed incomes subsidising water services for other households.  
This is in part because of an even bigger community concern that water meters 
will increase the risk of privatisation of water assets or loss of community control 
over management, operating and pricing of water. 

29. Strong measures can be put in place to entrench community control and this 
question of entrenchment is addressed later in the report.  It is important that the 
Kāpiti Coast community does face up to and address the issues of unfairness that 
do exist with water charging at present. 

30. The current fixed annual charge paid by households and property owners will 
always have a more regressive impact on low income households.  That is, 
without a set amount a low income household will always pay more for a service 
as a proportion of their annual income than a higher income household.  In the 
case of water services, this is made even more unfair in that smaller households 
will generally consume less water.   

31. This issue of impacts of a fixed charge approach is particularly marked on the 
Kāpiti Coast with a large number of single and two person households. (see Table  
8 below)  With 25% of the population over 65 years of age, many will be on a 
fixed income.    

32. Averaged across the District, the fixed charge regime assumes every household 
consumes about 287 cubic metres of water a year.   Table 6 below converts this 
into a daily consumption level based on actual household size.   This presents the 
unlikely picture that the daily consumption of each person in a four person 
household or larger is less than the amount assumed necessary to satisfy 
satisfactory basic needs (200-250 lppd).  It also suggests that a single person 
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household consumes 788 lppd every day of the year.  This is unlikely to be the 
case.  

 
Assumed average per person water consumption – 
fixed charge  
Household 
size  

Litres estimated consumed per person per day 
based on fixed charge.    

 Average  
1 person  788 
2 person  393 
3 person  262 
4 person 196 
5 person 158 
6 person 131 
7 person  112 

 

 

 

 

 

 

 

Table 6: Level of Water Consumption Implicit in Fixed Charges 

33. These figures are based on average demand across the whole year.  Table 7 shows 
the implied level of consumption if allowance is made for only (base demand 
(essential use) in the winter.2   The results (Columns A and B) show what remains 
to be consumed over the summer months from the overall ‘allowance’.  It suggests 
the very unlikely situation that all households over 3 persons do not consume 
enough water to even satisfy essential needs and that 7 person households 
consume no water.   Column C also suggests that no households over three people 
in size use water on their gardens or any other outside use over the spring and 
summer periods.   Again, this is most unlikely.  

 
 
 
Household size  

 
A: Summer 
consumption per 
person – lppd  

 
B. Summer 

consumption per 
household – lppd 

 
C. Summer 
consumption - 
non-essential 
use only - per 
household –lppd  
 

1 person  1326 1326 1076 
2 person  538 1076 538 
3 person  275 826 76 
4 person 144 432 - 
5 person 65 326 - 
6 person 13 76 - 
7 person  - - - 
    

 

Table 7:  Level of Water Consumption Implicit in Fixed Charges: Seasonal  

 

34. These figures simply serve to illustrate that under a fixed charge regime single, 
two and to some extent three person households are subsidising water use for all 

                                                 
2 This calculation is done by subtracting the essential water use for both summer and winter months for 
each person and assuming the remaining water use would be in the summer months.    
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other households.  Even more of a concern, four person households and over are 
not paying for some or all of even their essential water needs during the summer 
period.   Smaller households who use reasonable amounts of water are subsidising 
the cost of water to other households.  

35. However, there is an issue with volume based charging in that larger households 
would pay more for water than they currently do because they will consume more, 
even just for essential needs.  It is important to note the relatively small number of 
large households in the District (see below Table 8). Charging regimes can be 
designed to temper that effect and this would be part of the terms of reference for 
the Charging Regime Advisory Group to address.     

36. It is also worth noting that with the distribution of household size under the flat 
charge regime. Raumati and Paekakariki as communities with a larger proportion 
of 4 - 7 person households are more likely to be receiving a relatively high level of 
theoretical subsidy from other communities.    

 

 

Number of usual residents 
per household 1 2 3 4 5 6 7 8 Total  
Total # residents paying 
water rate 5,151 13962 6579 7704 4215 1314 630 240 39,795 
%  13% 35% 17% 19% 11% 3% 2% 1%  
           
Stats by Settlement  - payers of water 
rate only         
           
Ōtaki #number of 
residents  792 1836 720 792 510 270 168 24 5,112 
%  15.5% 35.9% 14.1% 15.5% 10.0% 5.3% 3.3% 0.5% 100% 
           
Waikanae number of  
residents 1,377 4050 1296 1596 705 198 105 24 9,351 
%  14.7% 43.3% 13.9% 17.1% 7.5% 2.1% 1.1% 0.3% 100.0% 
           
Otaihanga/Paraparaumu 
number of residents 1,926 2,679 930 858 369 90 27 15 6,894 
%  27.9% 38.9% 13.5% 12.4% 5.4% 1.3% 0.4% 0.2% 100.0% 
           
Raumati number of  
residents 867 2328 1449 1644 885 270 52 72 7,567 
%  11.5% 30.8% 19.1% 21.7% 11.7% 3.6% 0.7% 1.0% 100.0% 
           
Paekākāriki  
number of  residents 189 390 324 240 270 36 42 0 1,491 
%  13% 26% 22% 16% 18% 2% 3% 0% 100% 

Source:  2006 Census  

Table 8: Households Size By Area and Districtwide 
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The Opportunity to Stage the River Recharge Project  

37. In the case of Waikanae, Paraparaumu and Raumati water supply areas, the 
decision was made to invest in new supply capacity in 2009.  This decision was 
made on the basis that current consumption levels would see the community 
regularly breaching the levels set in the resource consent to take water from the 
Waikanae River by 2015/16. The Council also wanted to address the issues the 
community had with the taste of the water when some bores from the current 
supplementary supply borefield were used.       

38. Work on a range of options resulted in the selection of river recharge as the 
preferred option, with purchase of land for a dam site in the Maungakotukutuku 
Valley for use in the future.    The work on the recharge project has identified that 
it can be progressed in two stages, if combined with an aggressive programme to 
reduce demand.   

39. The currently consented water take from the Waikanae River and/or borefield  is 
23,000m3 per day.    Table 9 shows that at current water consumption levels (590 
lppd peak demand), the Waikanae, Paraparaumu and Raumati communities will 
begin to consistently breach that consent limit by 2015/16 at peak times.   If water 
meters are introduced along with the Stage 1 River Recharge Project, there will be 
sufficient capacity until 2035/36.    

Demand 
Scenario 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2019/20 2023/24 2035/36 2059/60
 590L/p/d 
(current) 22,200 22,397 22,658 22,920 23,181 23,443 24,540 25,664 28,319 30,685
470L/p/d 
(with 
meters)  22,200 22,397 22,658 18,258 18,467 18,675 19,548 20,444 22,559 24,444

 

Table 9:  Supply Needs With and Without Water Meters  

40. The cost of installing water meters to achieve this immediate reduction can be 
covered from the existing budget for the WPR water supply project.  Table 10 sets 
out these costs.   The detailed costs for the water meter installation are provided in 
Appendix 5. 
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Revised Budget 2009/10
$000 

2010/11
$000 

2011/12
$000 

2012/13 
$000 

2013/14
$000 

Total
$000 

Water Supply Options 
including securing long term 
water storage site 

1,610 1,725 2,425 10,142 8,948 24,850 

       

Proposed 2009/10
$000 

2010/11
$000 

2011/12
$000 

2012/13 
$000 

2013/14
$000 

Total
$000 

Water Supply Options 
(River Recharge/ Secure 
Long Term Water Storage 
Site) 

1,610 1,725 2,425 5,361 3,535 14,656 

Water Meter Installation - - 200 6,400 1,400 8,000 

 1,610 1,725 2,625 11,761 4,935 22,656 

Net Capital 
Expenditure Changes - - 200 1,619 -4,013 -2,194 

 

Table 10: Revised WPR Water Supply Budget Compared with proposed 
River Recharge (Stage 1) and Water Meters Installation Costs.    

41.  The opportunity to make this decision exists now.   Council will be due to go to 
tender for the river recharge project by 2012/13 and must be clear whether it is 
tendering for the first or both stages.    

 

Savings from Proceeding with Stage 1 River recharge and Water Meters.    

42. Proceeding with water meters gives Council absolute confidence that it can defer 
investment in Stage 2 of the river recharge project until 2035/36.   This approach 
will also achieve an immediate saving of $2.194 million from the capital works 
programme.    

 

Deferring of Water Asset Upgrade Costs 

43. In addition, it is estimated that introduction of water meters would make it 
possible to defer some programmed works which are intended to increase capacity 
elsewhere in the system.   These include planned upgrade to reservoir capacity at 
Riwai Street, some increase in capacity in the pipe network and pumping stations, 
and some capacity upgrades at the Waikanae Water Treatment Plant.  An update 
of potential deferrals will be provided at the Council meeting.   

 

Entrenching Community Control of the Water Services  

44. In the course of considering introduction of water meters, the Council has asked 
for information on how it can entrench community control of water services 
beyond the provisions currently in the Local Government Act.  This is the result of 
concern of Council itself, and the wider community, that the introduction of water 
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meters might lead to a loss of control of water services – summed up in the term 
‘privatisation’.  There is a view that if this issue is addressed head on, then the 
wider benefits of volume based charging for water conservation and the issues of 
fairness can be more clearly understood and discussed.    

45. Community concerns are:  

 ownership of the water asset and service; 

 direct community (Council) control of the water supply service and 
asset; 

 direct community (Council) operation of the water supply service 
and asset; 

 direct community (Council) control over pricing; 

 ensuring there is not-for-profit pricing. 

 

46. The Local Government Act 2002 as amended in November 2010, prohibits and 
enables certain actions. Each of these areas has been examined and a series of 
actions are suggested to ensure community control via Council is strongly 
entrenched. Appendix 1 sets out these provisions in detail and Appendix 2 
attaches the advice from Council’s legal advisers that underpin the recommended 
approach.   

47. The Local Government Act 2002 prohibits the sale of the water asset (Section 
130). It does allow the transfer of the water service to another local government 
organisation such as a Council Owned Company. If a Council was to choose to do 
this, it must formally consult with the community. 

48. A Council can also contract out the management and operation of water services 
for up to 35 years, either to a private company or to another local government 
organisation. (Section 136). It can set up joint arrangements with a private interest 
or a local government organisation to provide a water service. (Section 137). In 
that case it can decide whether some of the water asset is necessary to the delivery 
of the water supply service and divest those assets. However, the Council must be 
able to continue to provide the service. If a contract for service or a joint 
arrangement is set up with a private interest, then Council must retain control over 
water pricing and policy making in relation to water services. 

49. The Council can establish a Council Controlled Organisation (CCO) to manage 
water assets and services under Sections 53 and 63-69 of the Local Government 
Act.  The decision must use a Special Consultative Procedure.  Once established, 
the CCO is subject to the provisions of Sections 136 and 137 relating to 
contracting out, establishment of joint arrangements and control of pricing and 
water policy.  Obviously the same Council and community concerns exist for this 
kind of structure.   
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50. Essentially the proposed approach to address these concerns is to: 

 change Council’s Standing Orders to require a 75% voting majority 
and consideration of the results of a formal referendum to approve any 
action relating to: 

 divesting ownership of an asset; 

 establishment of a CCO in relation to water assets and services; 

 transfer of assets to another local government organisation or 
entity such as a Council Owned Company; 

 contracting out of the management and operation of the water 
service (other than specific works contracts) to a private interest 
or a local government organisation;  

 establishment of a joint arrangement (private) or a joint local 
government arrangement; 

 transfer of control of pricing to another local government 
organisation; 

 a decision to depart from a not-for-profit pricing policy. 

 

51. The proposed wording of this change to Standing Orders is set out in Appendix 4. 
While this provides very strong protection, further protection is proposed by: 

 changing Council’s significance policy to provide that a special 
consultative procedure and referendum must be used in relation to: 

 decisions relating to the ownership, transfer of the asset or 
control of pricing to another local government organisation, 
contracting out of the overall service to either private interest or 
another local government organisation, establishment of a CCO 
or a joint arrangement or joint local government arrangement, 
or departing from the not-for-profit policy; 

 changing Council’s Significance Policy so that any proposal to change 
the Standing Orders requirement for a 75% majority in relation to the 
identified water matters triggers formal consultation. This ensures that 
a Council must formally signal and consult on any intention to change 
Standing Orders before proceeding to vote.   

 including new statements of levels of service for the Water Activity in 
the Annual Plan and Long Term Plan, relating to direct ownership, 
control, management and operation (other than works contracts) of 
water assets and services, and direct control of pricing, and provision 
for a Charging Regime Advisory Group. This provides further back-up 
that a formal consultation procedure must be used for any of these 
matters; 

 include in Council’s revenue and financing policy that charges will be 
on a not-for-profit basis; 
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 include in the statements of levels of service that the 400 litres per day 
level of service will not be altered in relation to any charging regime 
decision. This would be part of the terms of reference for the Charging 
Regime Advisory Group; 

 set up a Charging Regime Advisory group to establish a fair charging 
formula and monitor on an annual basis; 

 operate a closed account for water. 

52. Standing Orders is the formal document that set out the rules for debate and 
decision-making. Each clause remains in force between trienniums unless Council 
makes a formal decision to change that clause. It requires a 75% majority of 
Council to change Standing Orders. By adopting clauses in Standing Orders 
covering the matters raised, it would require eight Councillors to vote to change 
from the current situation in order for that to occur. This significantly reduces the 
risk to the community of this happening. 

53. The requirement for a referendum, which although non-binding, would highlight 
the issue in the community and require Council to specifically consider 
community views before making a decision. The cost of a referendum may also be 
a factor in any decision process. The additional provisions in the Significance 
Policy ensure that changes to Standing Orders would require Council to formally 
signal and consult on its intentions ahead of any actual vote. It would also mean 
that failure to show that the outcomes of that consultation process were considered 
in the subsequent decision could be legally challenged. 

54. Although the Local Government Act 2002 prohibits the sale of water assets, there 
is still some concern that central government could change the legislation and 
allow sale. This seems unlikely, given that the recent Local Government Act 
review failed to change the current prohibition. However, should that ever 
eventuate, the inclusion of ownership in the various entrenchment actions 
proposed would provide a high level of protection. 

55. It is common practice to contract out works to maintain, renewal or upgrade the 
water asset and to contract out for professional services around design, 
supervision and works contract management.   It is important to maintain the 
ability to do this while providing clear protection against contracting out or setting 
up other structures for the whole of asset management or management and 
operation of the water service.    

Draft LTCCP Amendment Document 

55 The Council adopted its audited 2009 Long Term Council Community Plan on 25 
June 2009.  Report SP-11-129 – Draft Annual Plan 2011/12 (item 7 on this 
agenda) describes the 2011/12 work programme to deliver year three of the 2009 
LTCCP.  No significant changes can be made through the Annual Plan process, 
unless there is an amendment to the LTCCP.  However, any amendment to the 
LTCCP and the Annual Plan can be consulted on and adopted concurrently. 

56 The proposed amendment attached as Appendix 3 to this report SP-11-168 is 
produced as a “slim-line version” which sits alongside the full document being the 
2009 LTCCP.  When the Council develops the 2012 Long Term Plan it will look 
to include this amendment into the full document.  

 Page 15 of 21 



SP-11-168 

Proposed Programme for Installation of Water Meters 

57 A good lead in time is needed to identify each site and plan the installation and it 
is planned that this work is done during 2011/12, ready to commence actual 
installation from July 2012.   During this time, the Charging Advisory Group 
would identify a preferred charging formula.    

58 Installation would take about 15 months with the goal to have this completed by 
September 2013.  There would then be a period when consumption would be 
measured but no direct charging would take place for around six months.  This 
would give people time to understand their level of consumption and the likely 
cost and give them time to deal with water leaks and any other problems.  
Charging would commence from 1 July 2014 and on-going there would be a 
quarterly meter read and billing for use.       

Financial Considerations 

59. Detailed capital and operating costs relating to the installation of water meters are 
provided in Appendix 5.  A summary of the capital and operating costs budgeted 
in the 2009 LTCCP compared to the costs for river recharge and water metering 
are included in the 2011 Draft Amendment to the 2009 LTCCP attached at 
Appendix 3.    

Legal Considerations 

60. Council has a legal obligation to ensure that any amendment that it proposes to 
make to the 2009 LTCCP must be audited, before it can be adopted for 
consultation.   

61. That audit has been undertaken by Ernst and Young as Council’s auditors who, as 
required by section 84(4) of the Local Government Act 2002, have reported on the 
extent to which the Statement of Proposal complies with the requirements of the 
Act; and the quality of information and assumptions underlying the forecast 
information provided in the Statement of Proposal.   

62. The draft opinion from Ernst and Young is included at the end of the proposal. It 
states that in the opinion of Ernst and Young the information within the Statement 
of Proposal about the proposed amendment and any consequential amendments to 
the LTCCP that will be required if it is amended in the manner proposed, is fairly 
presented and that the Council has complied with the applicable requirements of 
the Act in preparing the Statement of Proposal.  The draft audit opinion will be 
published as a final opinion after the consideration of this item at this 17 March 
2011 Council meeting.  The proposed LTCCP amendment has been audited by 
Ernst and Young and approved for release.  

63. Legal advice on entrenchment provisions was sought and is attached to this report. 

Delegation 

64 Section A.2  Council Strategic Directions Responsibilities 

SCOPE OF STRATEGIC DIRECTIONS ACTIVITY 
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The Council has the responsibility for setting the Council Strategic 
Direction.  This includes the: 

1 Development of the LTCCP and associated processes including: 

- sustainable development framework; 

- community participation processes; 

- associated finance and revenue frameworks; 

- levels of service; 

- strategic policy and planning formulation consistent with the principles 
of sustainable development “quadruple bottom line” (economic, social, 
environmental and cultural) accountability; 

- high-level partnership frameworks, processes and relationships. The 
Council will develop frameworks for central Government / iwi / 
community partnerships in accordance with any LTCCP projects and 
processes; 

2 Overall strategic direction including planning and oversight of: 

- setting council strategic direction; 

- advocacy on matters pertaining to strategic directions, including 
making submissions; 

- the Regional Strategic roles – including those associated with the 
Wellington Regional Strategy, Regional Settlement Strategy and the 
Regional Land Transport Strategy. 

3 Strategic Planning, Monitoring and Reporting 

- develop and undertake long term planning processes, including 
developing goals and strategies for any other committees; 

- monitor LTCCP and Annual Plan implementation; 

- measuring sustainability performance (including the State of the 
District Monitoring jointly with the Environment and Community 
Development Committee) through quadruple bottom line reporting (i.e. 
reporting on economic, social, cultural and environmental impacts). 

 

Consultation 

65 The draft 2011 amendment to the 2009 LTCCP must be released for public 
consultation and comment in accordance with section 83 of the Local Government 
Act 2002, being the Special Consultative Procedure.  The development of the draft 
document has been consistent with the Local Government Act 2002 intent to 
increase citizen participation.  All workshops have been advertised and have been 
open to the public. 

 Page 17 of 21 



SP-11-168 

66 The consultation associated with adopting the draft LTCCP Amendment will meet 
the statutory requirements of the Local Government Act 2002.  The draft 
Amendment will be delivered to key agencies that have traditionally received our 
draft corporate planning documents and will also be available from Council on 
request and via the website.   

67 In addition, the Local Government Act 2002 requires that the Council produce a 
summary document of the draft LTCCP Amendment and this will be produced in 
the Kāpiti Observer on Monday 28 March 2011. 

Policy Implications 

68 The LTCCP Amendment proposes a change to the Revenue and Financing Policy. 

Publicity Considerations 

69 Council has commenced its publicity programme to ensure that people are well-
informed of the consultation occurring and the reasons for the proposed policy.  

70 A public notice will appear in the Kāpiti Observer on Monday 28 March 2011 
advising that the Summary Document as required under section 89 of the Local 
Government Act 2004 has been published in the same edition of that newspaper. 

Other Considerations 

71 Tangata Whenua will be formally consulted on this matter. 

72 In addition to their involvement in the workshop process to develop this proposed 
amendment Community Boards will give formal consideration as to whether they 
wish to make a submission.  

 

RECOMMENDATIONS 

73 That the Council approves as the Statement of Proposal the Proposed 2011 
Amendment to the 2009 Long Term Council Community Plan attached at 
Appendix 3 (SP-11-168) developed by the Kāpiti Coast District Council for public 
consultation and comment in accordance with section 83 of the Local Government 
Act 2002, being the Special Consultative Procedure noting that: 

 the document will be released for public consultation and comment 
in accordance with section 83 of the Local Government Act 2002, 
being the Special Consultative Procedure from 28 March to 28 
April 2011. 

 the Council will hear submissions on 24, 25 and 26 May 2011. 

 the Council will consider submissions on 2 June 2011. 

 the Council will adopt the 2011 amendment to the 2009 Long Term 
Council Community Plan on 23 June 2011. 

74 That the Council approves changes to Standing Orders as set out in Appendix 4 
(SP-11-168) for introduction on 1 July 2011. 
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75 That the Council approves, subject to its final decision on the 2011 Amendment to 
the 2009 Long Term Council Community Plan, the establishment of a Charging 
Regime Advisory Group which will have the task of developing and 
recommending a formula for charging under the proposed new Revenue and 
Financing Policy, with  a report date to Council of 31 March 2012. 

76 That the Council, subject to its final decision on the proposed  2011 Amendment 
to the 2009 Long Term Council Community Plan, appoints Mr Don Hunn to chair 
the proposed Charging Regime Advisory Group. 

77 That the Council asks Mr Don Hunn to work with Council staff to prepare a draft 
terms of reference for the proposed Group by 1 June 2011, to be considered 
alongside any final decision on the proposed 2009 Long Term Council 
Community Plan Amendment. 

78 That the Council approves, subject to its final decision on the proposed 2011 
Amendment to the 2009 Long Term Council Community Plan, the programme for 
the installation of water meters as follows: 

 preparation and planning for installation from 1 July 2011 to 30 June 
2012; 

 installation to commence 1 July 2012 and to be completed by 30 
September 2013; 

 full charging for water to commence from 1 July 2014. 

79 That Council approves preparation of changes to the Council’s Significance 
Policy for inclusion in the development of the 2012/13 Long Term Plan as 
follows: 

 alterations to Kāpiti Coast District Council Standing Orders as they 
relate to decision-making on water; 

 including matters relating to changes of ownership, transfer of assets 
and services, contracting out of the operation of the service, 
establishment of joint arrangements or joint local organisation 
arrangements, or departing from a non-for-profit policy for Council’s 
water supply system. 

80 That the Council approves development of additional levels of service statements 
for the Water Activity for inclusion in the development of the 2012/13 Long Term 
Plan relating to: 

 direct ownership, control, management and operation (other than 
works contracts) of water assets and services, direct control of pricing 
and provision for a Charging Regime Advisory Group; 

 that the 400 litres per person per day peak demand target not be altered 
in relation to any charging regime decisions.   

81 That the Council approves development of a clause for inclusion in Council’s 
Revenue and Financing Policy for the development of the 2012/13 Long Term 
Plan, that water charges will be on a not-for-profit basis. 
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Report prepared by:  
  

  

Gael Ferguson  

Group Manager 
Strategy and Partnerships  

 

 

 

 

ATTACHMENTS: 

Appendix 1:  Summary of Entrenchment Opportunities  
Appendix 2:  Simpson and Grierson, Entrenchment Advice  
Appendix 3:  Draft LTCCP Amendment  
Appendix 4:  Proposed Change to Standing Orders  
Appendix 5:  Detailed Capital and Operating Costs for Water Meters 
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Appendix 4:   
 
Proposed Additional Clause F -  Standing Orders  
 
Any decision relating to: 

(a) the divestment of ownership of water assets under Sections 130, 131 and 
137 of the Local Government Act 2002 or in any other situation; 

(b)  transfer of water assets and services to a local government organisation 
under S 130 of the Local Government Act 2002 or in any other situation; 

(c) contracting out for the management or operation of the water supply 
system as a whole, either to a private interest or a local government 
organisation under S136 of the Local Government Act 2002 or in any 
other situation. (Note: this provision does not apply to contracts for 
maintenance, renewal and upgrade works, or for professional services, 
design and contract management); 

(d)  establishment of a joint arrangement or a joint local government 
arrangement under Section 137 of the Local Government Act 2002 or in 
any other situation; 

(e) transfer of control of funding policy, pricing and charging responsibilities 
in relation to water to any other local government organisation or private 
interest; 

(f) any departure from a not-for-profit charging regime for Council’s water 
supply system; 
 

will require a 75% majority of members present and voting.   All decisions under (a) – 
(e) will require a referendum to have taken place to provide input into a decision 
before that decision is made.    
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