
 

 

 

Notice of Meeting 

An Extraordinary Meeting of the Tararua District Council will be held in the Tararua Business 
Network Training/Seminar Room, 40 Denmark Street, Dannevirke on Friday 22 July 2016 
commencing at 11.00 am. 

 Blair King 
 Chief Executive 

 

Agenda   

1. Present 

2. Apologies  -  Cr S A Hull   

3. Reports 
3.1 Submission on Local Government Act 2002 Amendment Bill 3  
 
4. Appointment of a Replacement Representative to Vote on the 

Council's Behalf at the Local Government New Zealand Annual 
General Meeting 
Recommendation 

That the Council, being a member of Local Government New Zealand, appoint 
the Chief Executive – Mr B King as the presiding delegate to vote on its behalf 
at the Annual General Meeting of Local Government New Zealand to be held on 
the 24th day of July 2016 and at any adjournment thereof. 

Advisory Note 

This resolution supersedes the previous resolution passed regarding this matter 
at the Council meeting of 30 March 2016.  The reason for appointing a 
substitute representative to vote on the Council’s behalf at the Local 
Government New Zealand Annual General Meeting is that the earlier intentions 
have changed. 

The Mayor is now not attending the Local Government New Zealand 
Conference and Annual General Meeting, and the Chief Executive shall be the 
Council’s replacement representative. 

The Deputy Mayor is unable to attend the Annual General Meeting as he 
arrives in Dunedin after the Annual General Meeting is held.        
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5. Closure 
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Report 

Date : 20 July 2016  

To : Mayor and Councillors 
Tararua District Council  

From : Malcolm Thomas 
Strategy and Policy Adviser  

Subject : Draft Submission on Local Government Act 2002 Amendment 
Bill (No 2)  

Item No : 3.1 

 

1. Reason for Report 

1.1 The government introduced the Local Government Act Amendment Bill (No 2) into 
Parliament on 9 June 2016.  This amendment is under the banner ‘Better Local 
Services’. 

1.2 The Local Government and Environment Select Committee has called for 
submissions on the LGA 2002 Amendment Bill - submissions are required by 
Thursday 28 July.  The Bill proposes substantial changes to four aspects of the LGA 
2002 by: 

Providing a more comprehensive accountability framework for the Local 
Government Commission. 

Introducing a new model of local government reorganisation. 

Creating new substantive and multiply-owned Council Controlled 
Organisations, including models designed specifically for water and transport 
services. 

Giving the Minister of Local Government the authority to set performance 
measures for councils. 

1.3 Aspects of the Bill may result in significant impacts on the way Council services are 
delivered, and as such the Bill warrants a submission by Council to cover points of 
concern. 
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2. Background 

2.1 The government has been implementing a programme to improve local 
government performance for a number of years.  This started with Transparency, 
Accountability and Financial Management (TAFM) reform in 2010, followed by the 
Better Local Government amendment in 2014, which included the introduction of 
the Infrastructure strategy and the s17A service review process. 

2.2 The purpose of the Bill appears to have been driven by the following assumptions: 

Infrastructure, particularly three waters is “challenged” in terms of meeting 
standards and funding future renewals, 

Acquisition of scale seen as one part of the solution – Auckland model, 

Pricing seen as the most efficient way to allocate resources (including 
meters), 

The inability of communities to except structural change. 

3. Description 

3.1 The Bill would potentially result in the removal of major functions of Council 
services against the wishes of the Council and / or the community.  Based on 
previous consultation processes it is likely that a majority of residents would be 
opposed to the proposed processes. 

4. Significance Assessment 

4.1 This matter is not significant in itself in terms of the Significance and Engagement 
Policy.  Enactment of the Bill as it stands would result in the potential for a matter 
of significance to occur. 

5. Options 

5.1 Council has discretion as to whether to make a submission.   LGNZ and SOLGM will 
be making submissions (copies of working drafts attached) on behalf of the sector.  
If Council feels strongly about parts of the Bill then it should make a submission on 
behalf of the residents of the district. 

5.2 The draft submission for Tararua District Council has focused on the major parts of 
the Bill that would directly impact on the Council, with a specific focus on rural 
council impacts.  A number of the wider issues and many detailed operational 
issues (such as tax implications) have been left to the SOLGM submission. 
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6. Assessment of Options 

6.1 While many of the proposed changes appear to be largely technical, a number 
appear to have the potential to seriously undermine the viability of local councils, 
the quality of local democracy and establishes an undemocratic process.  These 
are outlined in detail in both the LGNZ draft submission and the draft submission 
from the Society of Local Government Managers, SOLGM.  The Bill has the 
following key issues: 

The ability of the Local Government Commission to transfer functions, 
particularly water, transport and resource management functions, into 
multiply-owned Council Controlled organisations, without the approval of the 
councils or their communities.  Elected members are expressly prohibited 
from becoming directors of CCOs 

The mandatory requirement to have a poll for full amalgamations. 

No specific requirement for the LGC to consult with councils or communities 
when undertaking an investigation, including the analysis of cost and benefit 
assumptions. 

No consideration of the impacts on councils from transferring functions to a 
CCO, especially the impacts on: 

o Balance sheet 
o Financial viability 
o Overhead cost impacts 
o Debt and depreciation reserves 

The degree to which the new CCO models are able to require shareholding 
councils to amend a development contribution policy (there are no 
requirements to consult with affected local authorities) and the manner in 
which they are funded, which limits the fiscal accountability of elected 
members. 

The high level of discretion given to the Local Government Commission to 
determine whether or not to initiate a reorganisation investigation. 

Extends the powers of the Department of Internal Affairs (DIA) to regulate for 
mandatory performance measures. 

6.2 The two critical changes are that the LGC can initiate an investigation process on 
its own, and that there is no poll required for the establishment of a regional CCO 
by the LGC.  While local authorities are required to send the LGC all information 
that it requires, the LGC is not required to seek comments or consult on a 
proposal. 

 



 

Page 6 Extraordinary Meeting of Tararua District Council – 29 July 2016 

6.3 The Minister of Local Government can set expectations for the LGC including:   

Issues, problems or opportunities that LGC give high priority for investigation  
Geographic areas that the LGC must give high priority for investigation  
Geographic areas that the LGC must not investigate 

 
6.4 While the Bill introduces three ‘off the shelf’ regional CCO models, there is no new 

structures in the Bill that cannot be established under the current legislation.  The 
Bill does set out how these regional CCO structures would be governed, and gives 
them considerable powers and responsibilities.  The details of the CCOs differ 
between Roading and Water to some extent.  The Water CCO is prohibited from 
distributing profits back to shareholders.  CCOs will have: 

A shareholders joint committee (councils) that hires the CEO and can set 
bylaws, delegate the responsibility to appoint enforcement officers and 
commence enforcement actions. 

Service Delivery Plans - Equivalent of a long-term plan in a local authority, but 
there is no obvious consultation process for this. 

Infastructure Strategies for CCOs  

7. Consultation 

7.1 The Local Government Act 2002 Amendment Bill (No 2) is open to submissions 
from all residents.  Submissions close on 28 July 2016.   Little time has been given 
for submissions and as such Council is not able to carry out any information or 
consultation with the community. 

8. Recommendation 
That the report from the Strategy and Policy Adviser dated 20 July 2016 
concerning the Draft Submission on the Local Government Act 2002 Amendment 
Bill (No 2) (as circulated) be received, and  

That the draft submission to the Local Government Select Committee on the 
Local Government Act 2002 Amendment Bill (No 2) be approved, thereby 
conveying the Council’s concerns about the Bill as it is currently worded, and 

That the submission emphasise the importance of continuing to retain at a local 
level the authority and power to make decisions on the delivery of community 
services provided by the Council. 

Attachments 

Appendix 1:   TDC Submission on the Local Government Act 2002 Amendment Bill (No 2) 

Appendix 2:   LGNZ Draft Working Submission to Local Government Act 2002 Amendment Bill (No 2) 

Appendix 3:  SOLGM Draft Working Submission on the Local Government Act 2002 Amendment Bill 
             (No 2) 
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Tararua District Council Submission on the Local Government Act 
2002 Amendment Bill (No 2) 
 
The Tararua District Council (TDC) thanks the Local Government and Environment Committee 
for the opportunity to submit on the Local Government Act 2002 Amendment Bill (No 2) (‘The 
Bill’). 
 
TDC is a rural Council with 17,400 residents and 9,062 rateable properties.  TDC takes a 
pragmatic approach to the delivery of services.  A number of services are delivered through 
shared services through Manawatu Whanganui Local Authority Shared Services.  TDC also 
delivers its largest activity (Roading) through a non-incorporated Joint Venture with Downer 
called the Tararua Alliance.  This arrangement has been so successful that the three waters 
reticulation services have been added to the JV over the last year. 
 
TDC accepts and supports the obligation to provide fit for purpose infrastructure that 
underpins the potential for economic and environmental improvements.  Since 2012, TDC has 
embarked on an extensive programme of water and wastewater upgrades to fully comply 
with the drinking water standards, and to meet new resource consent standards administered 
by Horizons Regional Council.  These upgrades also help to achieve our goals as a partner to 
the Manawatu River Accord.   
 
We therefore welcome any initiative that allows for greater flexibility in the delivery of 
services, and to better empower the sharing of capability across the sector if the objective is 
to enhance the delivery of services to local communities.   
 

TDC supports providing a wider range of options to enhance the delivery of local 
services that gives local authorities and their communities the right to initiate their 
own solutions.   
 
TDC strongly opposes the Bill as currently worded, as it does not allow for a poll or 
Council resolution where the Commission proposes a Council Controlled Organisation 
(CCO). 

  
 TDC supports the submission of LGNZ and the wider issues around democracy that are 

raised. 
 

TDC supports the submission of SOLGM including the issues around tax implications, 
bylaws and development contributions.  TDC has specifically resolved to not charge 
development contributions and objects to the ability of a CCO to impose this policy on 
Council. 

 
TDC strongly supports the concepts of local democracy, and the opportunity for local 
residents to be involved in local decision making in the delivery of Council services.    Councils 
are required to act in a transparent and open manner, as outlined by section 14 of the LGA 
2002, which states “a local authority should conduct its business in an open, transparent, and 
democratically accountable manner”.   
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Ratepayers that are rated and charged for a service must be able to have an input into any 
proposed structural changes to the governance, funding and delivery of a service.  This is a 
fundamental right that exists in our democracy.  This Bill contains provisions that will remove 
this right by enabling the Local Government Commission to establish new CCO structures for 
significant services regardless of the views of the community or the Council. 
 

TDC submits that the principle of democratic accountability should also apply to all of 
the processes employed by the Local Government Commission (“LGC”), and Central 
Government in general.  TDC proposes to add the requirement for Council agreement 
through resolution, or a poll, before any LGC led proposed regional CCO structure can 
proceed. 

 
The Bill states that it will “enable improved service delivery and infrastructure provision 
arrangements at the local government level”, and that “New Zealand’s local authorities need 
to adapt their governance arrangements and structures to lift performance and respond to 
emerging challenges.  Councils need more options to co-ordinate and combine networks and 
scarce resources across regions and towns, especially for large-scale infrastructure.  However, 
current models and the existing council reorganisation process are not flexible enough.” 1 

TDC submits that the current models offer a wide range of options, including many 
that are not CCOs.  Providing more flexibility and improving the capability of the LGC 
to reduce roadblocks is supported, but not at the expense of democracy.   
 
TDC is opposed to the fixation on CCOs.  The LGC should be encouraged, in partnership 
with affected Councils and communities, to identify the most efficient and effective 
option for each investigation that occurs.  This may be a shared service, a Public 
Private Partnership, a joint venture, or a range of contracting type options. 

 
TDC has concerns that the main assumptions for this Bill have not been clearly thought 
through for smaller and rural councils, and that a range of current processes have yet to be 
completed that may well address many concerns.   

 
1. Infrastructure is in a poor state and / or there are challenges in future renewals 

 
TDC, like many rural Councils, is part way through a major upgrade in water, 
wastewater and stormwater infrastructure.  Measures that record this infrastructure 
as non-complying do not reflect these current upgrades.  All urban water and 
wastewater networks in Tararua will be fit for purpose in the next three years.   TDC is 
financially capable of achieving this within low rate increases with modest debt.    
 
Possible regional CCOs will not increase the speed of these projects, and will in fact 
likely slow down the process as a new governance and operational structure is 
established.  
 

                                                      

1 Explanatory Note LGA Amendment Bill (No 2) 
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TDC fully funds renewals and depreciation reserves are in place.  Asset management 
processes are being improved and significant improvements in asset knowledge are 
occurring.  TDC has confidence that, while further improvements are required, the 
future sound condition of Council infrastructure is not under threat. 

 
2. The need for more scale to deliver efficiencies and management 

 
The ability of large corporates to deliver services more efficiently than small councils is 
not proven or obvious.   A number of rural councils deliver multiple dispersed 
infrastructure networks at very affordable levels.  There can be a dis-economy of scale 
as some business processes are encumbered by more specialised resource 
requirements and higher communication costs.  Aggregation of demand and joint 
procurement is already undertaken by councils, including the use of All of Government 
procurement processes.  Distributed geographic based activities will remain. 
 
What is appropriate for Wellington City has little in common with the services 
delivered to Eketahuna or Dannevirke.  The risk with larger regional companies is that 
the ability to deliver small scale local services at the appropriate level of service is lost.  
The costs of supporting a larger corporate is also often higher as technology, layers of 
management and overhead costs can deliver diseconomies of scale.    While cost is 
only one part of being effective services, the following is of note: 

 
 Residential Connections full charge 2016/17 year 

Wastewater Water 

Tararua (8 urban supplies) $400 $357 

Watercare services (Auckland)  $627 
non-metered 

$1.444 per 1,000 litres 

Hutt City Council $443 $381 

Hamilton $404 
Plus a rate in the dollar of 
land value 

$422  
Plus meter rate above set 
amount 

 
TDC is already considering the most effective way to deliver better project 
management, asset management and strategic planning services for three waters.  The 
collaborative procurement model with Council staff seconded into Downer NZ is 
already delivering best practice for Roading. 
 
TDC is of the view that there is a possible benefit in a shared service arrangement to 
deliver some technical management services for three waters.  This can be explored 
through the s17A process of the Local Government Act 2002 and can be established 
without the need of a CCO (for example through the existing MW LASS structure).  The 
existing CCO structure of MW LASS Limited does not preclude the establishment of 
joint service delivery for water or roading.  There is already a number of services being 
delivered by MW LASS with the most mature and prominent being the award winning 
Archives Central service. 
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Furthermore, the Section 17A process has not yet been completed and has not yet 
been given the opportunity to determine the need for regional CCO’s. 
 

3. The need for more pricing to efficiently allocate resources 
 

TDC is a rural council currently with minimal growth.  In the past 20 years the 
population has declined.  Demand management for water is manageable in the 
District, and metering has not been economic in Council’s modelling for its small 
communities, given the priority to improve treatment. 

 
4. The need to review existing services to ensure efficiency and effectiveness. 

 
The government has already addressed this issue with the 2014 LGA amendments by 
requiring a periodic review of all Council services (s17A LGA 2002).  The first round of 
reviews is to be completed by August 2017.  Most Councils are in the process of 
reviewing their services and additional shared service arrangements across New 
Zealand are likely as an outcome.   
 
TDC will be considering service delivery for three waters over the next year, however 
this is on hold until the Bill is enacted as this impacts on future options.     

 
The TDC submits that this Bill is unduly rushed, and that processes already in place are 
addressing the concerns of government in the delivery of Infrastructure. 
 

S17A service reviews due by August 2017 

Infrastructure upgrades already being actioned / planned and funded. 

Improvements to infrastructure management are continuing 

The new Infrastructure Strategy was first completed in 2015.  Councils need 
time to bed these in and improve them during the next Long Term Plan 
process in 2018. 

 
The TDC submits that the above processes are underway and that the Committee 
needs to understand that these take time and in many cases cannot be accelerated.   
The reality is that delivering services across geographically dispersed networks to small 
urban areas has no quick fixes or easy answers.  Giving powers for the LGC to impose 
regional CCOs is actually likely to slow down the delivery of improved infrastructure.  
Any new regional CCO will be providing services at a distance from most of its 
customers and with no ability for those who are charged for the service to directly 
influence the levels of service. 

 
The Bill states that the new LGC powers come with appropriate checks and balances.    
This is true for full amalgamations and the transferring of services between Councils.  
The Bill lacks any clear checks and balances on the degree to which the LGC can shift 
activities out of the direct control of a local authority through the establishment of 
CCOs.   There are clearly insufficient checks and balances for setting up regional or sub-
regional CCOs.   
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The Three Waters and Roading make up 55.4% of total operating expenditure and 
60.5% of total income for TDC.  Any action by the LGC to remove these from direct 
Council control will be of significant community interest and also have major financial 
implications for the ongoing sustainability of the Council.   
 
TDC submits that the LGC must include the impact on the balance of Council from any 
investigation into the establishment of CCOs or other structures.    
 
Specifically, the TDC has concerns around the impact on Council’s balance sheet that 
may occur if regional CCOs are established.  The Bill is not clear on how existing debt 
and depreciation reserves will be handled.  Each council has different levels of debt 
and reserves, with some councils having high debt and no or little reserves.  There is 
the potential for those communities who have had prudent financial and infrastructure 
management to end up subsidising those councils who are not in a sound position. 

 
Setting up new regional CCOs will require extensive investment and result in major 
information technology costs.  Government has a long history of grossly under-
estimating these costs, both in central government ministries and for Auckland 
Council.  These costs, along with office and other setup costs, can easily offset any 
benefits gained from increased scope and scale.  These costs are, of course, passed on 
to customers who have no ability to shift providers. 

 
TDC submits that the LGC consider the following issues when undertaking an 
investigation:    

 
Use of depreciation reserves and the proportional ownership of a regional CCO, 

The treatment of debt and the impact on financial viability and debt costs of 
the Council, 

The impact on the balance sheet of each Council, 

The treatment of current overhead costs within each Council and the impact on 
the ability of Councils to deliver the remaining services in an affordable 
manner, 

The realistic costs of delivering operational services from a regional CCO, 
including distance from any management office, 

The realistic costs of setting up the CCO, including IT and other overheads, 
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