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5 Reports  

5 REPORTS 
5 R eports  

5.1  Three Waters Ser vice D eli ver y Refor m and Sti mulus  Package 

5.1 THREE WATERS SERVICE DELIVERY REFORM AND STIMULUS PACKAGE 

   

Author: Tim Harty, General Manager Operations  

Authoriser: Suzette van Aswegen, Chief Executive Officer  

Attachments: 1. 3 Waters Reform MOU ⇩  
2. Terms of Reference 3 Waters Steering Committee ⇩  
3. 3 Waters Stimulus Funding Agreement ⇩  
4. 3 Waters Stimulus Delivery Plan ⇩  
5. Simpson Grierson Advice to SOLGM on MOU - Confidential   
6. Canterbury Mayoral Forum-three-waters-minutes_2020-08-14 ⇩   

  
 

Council Role: 

☐ Advocacy When Council or Committee advocates on its own behalf or on behalf of its 
community to another level of government/body/agency. 
 

☒ Executive The substantial direction setting and oversight role of the Council or Committee 
e.g. adopting plans and reports, accepting tenders, directing operations, setting 
and amending budgets. 
 

☐ Legislative Includes adopting District Plans and plan changes, bylaws and policies. 
 

☐ Review When Council or Committee reviews decisions made by officers. 
 

☐ Quasi-judicial When Council determines an application/matter that directly affects a person’s 
rights and interests.  The judicial character arises from the obligation to abide by 
the principles of natural justice, e.g. resource consent or planning applications or 
objections, consents or other permits/licences (e.g. under Health Act, Dog 
Control Act) and other decisions that may be appealable to the Court including 
the Environment Court. 
 

☐ Not applicable (Not applicable to Community Boards). 
 

PURPOSE OF REPORT 

To update Council on the Three Waters Reform process and to seek direction on whether Council 
wishes to participate in the initial stages of the formal review by signing a Memorandum of 
Understanding (MoU) with the Crown. 

 
Recommendati on 

 

STAFF RECOMMENDATIONS 

1. That the report be received, and that, 

CO_20200825_AGN_2502_AT_SUP_EXTRA_files/CO_20200825_AGN_2502_AT_SUP_EXTRA_Attachment_11453_1.PDF
CO_20200825_AGN_2502_AT_SUP_EXTRA_files/CO_20200825_AGN_2502_AT_SUP_EXTRA_Attachment_11453_2.PDF
CO_20200825_AGN_2502_AT_SUP_EXTRA_files/CO_20200825_AGN_2502_AT_SUP_EXTRA_Attachment_11453_3.PDF
CO_20200825_AGN_2502_AT_SUP_EXTRA_files/CO_20200825_AGN_2502_AT_SUP_EXTRA_Attachment_11453_4.PDF
CO_20200825_AGN_2502_AT_SUP_EXTRA_files/CO_20200825_AGN_2502_AT_SUP_EXTRA_Attachment_11453_6.PDF
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2. Council approves signing of the non-binding MOU and delegates the Chief Executive to sign 
on Council’s behalf, and that, 

3. Council supports the approach of the Mayoral Forum that recommends the allocation of 
Regional funds on the same basis as the Local Authority allocation, and further that, 

4. Council requests that staff develop the Funding Agreement and Delivery Plan and delegate 
sign off of these documents to the Chief Executive, and further that, 

5. Council endorses the Bottom Lines as outlined below:   

(a) Local representation and voice in any future water entity – Any Water entity 
developed through the process must enable both local and equal representation and 
Council must not lose its ability to influence and represent its community. 

(b) Control on the Price of water – Pricing structures and controls on pricing must ensue.   

(c) The transfer of asset and debt must not negatively impact on Councils ability to be a 
viable organisation (i.e. is not reform by stealth).  

(d) Costs and management of any stranded assets must be considered and catered for, 
alongside central government speeding up the process that are looking at what might 
“fill the gap” left by Waters, and further that, 

6. Staff develop a Partnership and Consultation plan to accompany the roll out of the works 
associated with the Tranche 1 process, and this be delivered in parallel with the delivery 
plan. 

 

BACKGROUND 

Note – The contents of this paper are in part drawn from the Model Report supplied by the Crown. 
The purpose of the model report is to facilitate information sharing and to ease the process for 
informing Councils for decision making processes. Parts of that report have been modified and 
localised for use in this report. The draft report template is attached in appendix 1. 

ISSUES FACING THE THREE WATERS SYSTEM  

National Context 

Over the past three years both central and local government have been considering the issues and 
opportunities facing the system for regulating and managing the three waters (drinking water, 
wastewater, and stormwater). This was largely brought on following the 2016 Havelock North 
Drinking Water failure where 5500 cases of campylobacter was seen in the community, resulting 
in a significant public health emergency, widespread illness and was potentially attributed to at 
least 4 deaths. A Government review of the outbreak identified a widespread, systemic failure of 
the suppliers to meet the standards required for the safe supply of drinking water to the public.  It 
made a number of urgent and longer-term recommendations to address these significant systemic 
and regulatory failures.  

In parallel to the Havelock North review, the Government launched a National Three Waters 
Review. This review highlighted that, in many parts of the country, communities cannot be 
confident that drinking water is safe, or that good environmental outcomes are being achieved. 
The work also raised concerns about the regulation, sustainability, capacity and capability of the 
wider 3 Waters system with a large number of localised providers, many of which are funded by 
relatively small populations. 
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The local government sector’s own work has highlighted similar issues.  For example, in 2014, 
LGNZ identified an information gap relating to three waters infrastructure.  A 2015 position paper, 
argued for a refresh of the regulatory framework to ensure delivery of quality drinking water and 
wastewater services, and outlined what stronger performance in the three waters sector would 
look like.   

Both central and local government acknowledge that there are many challenges facing the 
delivery of water services and infrastructure. 

These challenges include: 

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

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

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

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

Local Context 

Locally Council owns and operates a number of Water, Wastewater and to a lesser degree, 
stormwater systems district wide. The 2018/28 Long Term Plan (LTP) outlines several challenges 
faced in this area. Council responded to these challenges by putting in place an affordable 
investment program to address the issues. Given the scale of the challenges, the size of the rating 
base and the costs associated with addressing some of the issues, the investment program is spread 
over serval years, meaning that some risks will remain in place until such time as the works program 
can consider and address.  

In summary, the matters for consideration in relation to the Water and Wastewater networks are 
as follows (excluding stormwater, as the 3 Waters Review is doing): 

Water 

Both the Tekapo and Twizel water supplies comply with Drinking Water Standards in New Zealand 
(DWS) 2012.  

The Fairlie water supply does not meet the requirements of the DWS and Council has a $2.5m 
investment programmed for completion over the 202/21 financial year to address the issue. A 
heightened level of risk exists with this supply until such time as the upgrade is completed. 

Overall the districts water reticulation is in good order with the main exception of asbestos cement 
(AC) pipes, predominantly in Twizel. The 2020/21 Annual Plan has allocated approximately $7.5m 
to address this issue and planning for the works in underway.  
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Wastewater 

Councils wastewater reticulation and treatment plants are in varying states of repair and, as 
outlined within the 2018/28 LTP, further investment over the short term, is needed. 

All wastewater treatment plants have consent compliance challenges ranging from minor reporting 
matters to more major issues around ability to meet discharge consent parameters. All of Councils 
treatment plants are founded on basic pond technology, which, given the direction that 
environmental standards and public expectations are headed, are not likely to be sustainable long 
term solutions. Transitioning away from these types of plants to more modern alternatives is a 
significant and costly exercise. 

At the time of drafting this report, Council staff are in discussions with ECan regarding these issues 
and will be developing up a program of works to be included into the 2021/31 LTP, or addressed 
earlier, through the funding process outlined within this report. 

Overall the district wastewater reticulation network is in good order. 

Progress with three waters regulatory reforms 

Significant progress has been made in addressing the regulatory issues raised by the Havelock 
North Inquiry and Three Waters Review.  The Government has implemented a package of reforms 
to the three waters regulatory system, which is designed to: 

 Improve national-level leadership, oversight, and support relating to the three waters – 

through the creation of Taumata Arowai, a new, dedicated Water Services Regulator; 

 Significantly strengthen compliance, monitoring, and enforcement relating to drinking water 

regulation; 

 Manage risks to drinking water safety and ensure sources of drinking water are protected; 

 Improve the environmental performance and transparency of wastewater and stormwater 

networks. 

Legislation to create Taumata Arowai has been passed.  The new Crown entity is currently 

being built, and will become responsible for drinking water regulation once a separate Water 

Services Bill is passed (anticipated mid 2021). 

However, there is general acknowledgment that regulatory reforms alone will not be sufficient 
to address many of the issues facing the three waters system.  Reforms to the way that service 
delivery functions and how funding is arranged also need to be explored. To do this, a further 
reform process has commenced and is outlined below.  

PROPOSAL – CENTRAL/LOCAL GOVERNMENT THREE WATERS REFORM PROGRAMME 

Overview of proposed approach to three waters investment and service delivery reform  

Discussions on how to roll out reforms across the 3 Waters sector have been ongoing for some 
time. To facilitate multi-party/multi-level open discussions on the process, a Joint Central/Local 
Government Three Waters Steering Committee (the Committee) has been established. The 
Committee has a mandate to provide oversight and guidance to support further reform. Details of 
Committees terms of reference are provided in Attachment 1. 
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Through this discussion process all parties have considered it timely to apply a targeted 
infrastructure stimulus investment to enable improvements to water service delivery, progress 
service delivery reform in partnership, and ensure the period of economic recovery following 
COVID-19 supports a transition to a productive, sustainable economy. With this in mind, in July 
2020, the Government announced an initial funding package of $761 million. This was aimed at 
supporting the proposed three-year programme of reform of local government water service 
delivery arrangements and also supports the establishment and operation of Taumata Arowai. 

This wider reform programme is designed to support economic recovery, and address persistent 
systemic issues facing the three waters sector, through a combination of: 

 stimulating investment, to assist economic recovery through job creation, and maintain 
investment in water infrastructure renewals and maintenance; and  

 reforming current water service delivery, into larger scale providers, to realise significant 
economic, public health, environmental, and other benefits over the medium to long term. 

While the Government’s starting intention is for publicly-owned multi-regional models for water 
service delivery (with a preference for local authority ownership), final decisions on a service 
delivery model will be informed by discussion with the local government sector and the work of 
the Joint Steering Committee.  

Further information on the reform objectives, and the core design features of any new service 
delivery model, are provided in pages 3 to 4 of the MoU at Attachment 2. 

Reform process and indicative timetable 

Government has three-year programme to reform three waters service delivery arrangements, 
which is being delivered in conjunction with an economic stimulus package of Crown investment in 
water infrastructure.  The reform programme will be undertaken in 3 Tranches, as outlined in the 
diagram below. 

The initial stage (Tranche 1) is an opt in, non-binding approach, which involves councils taking the 
actions and signing the documents described below (MoU, Funding Agreement, and Delivery Plan). 
The process is current at this point. 

Councils that agree to opt in by the end of August 2020 will receive a share of the initial funding 
package. Any further tranches of funding will be at the discretion of the Government and may 
depend on progress against reform objectives.  

An indicative timetable for the full reform programme is provided below. While this is subject to 
change as the reforms progress, and subject to future Government budget decisions, it provides 
an overview of the longer-term reform pathway. Further details on how central and local 
government will work together and the processes for these discussions is outlined within the 
MOU.  
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COUNCIL BOTTOM LINES 

Council may also wish to consider setting its own “bottom lines” with regards to participating in the 
next stage discussions.  

By setting parameters by which it will consider moving through the tranche one process and 
potentially consideration of Tranche 2 participation, Council sets a bottom line for staff and 
Councillors alike, who will all be participating in these discussions, albeit at different levels and 
times.  

A set of consistent bottom lines will ensure a joint and clear position from Council on the reform 
process as progress is made through Tranche 1 works. These bottoms lines may include the 
following: 

Local representation and voice in any future water entity – Any Water entity developed 
through the process must enable both local and equal representation and Council must 
not lose its ability to influence and represent its community 

Control on the Price of water – Pricing structures and controls on pricing must ensure   

The transfer of asset and debt must not negatively impact on Councils ability to be a viable 
organisation (i.e. is not reform by stealth)   

Costs and management of any stranded assets must be considered and catered for, alongside 
central government speeding up the process that are looking at what might “fill the gap” 
left by Waters  

 

ALLOCATION OF THE INVESTMENT PACKAGE 

To allocate the funding package, Government has determined a notional allocation framework 
based on a nationally consistent formula. Details of the formula can be made available, on 
request. 

The investment package was structured into two components: 

 A direct allocation to each territorial authority, comprising 50% of that territorial 
authority's notional allocation; and 

 A regional allocation, comprising the sum of the remaining 50% of the notional allocations 
for each territorial authority in the relevant region 

The relevant allocations Council are: 

 $2.56m (excluding GST) direct allocation 

 $50 (excluding GST) Canterbury regional allocation 

The purpose of the Government’s regional allocation is to establish collective participation by 
councils in the reform programme. Each regional group of councils has until 30 September to 
agree on how best to apportion the regional funds to the individual territorial authorities that 
make up the region. Appendix F includes a hypothetical example of how a regional allocation 
decision-making process could work 
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Notwithstanding this, the Steering Committee has recommended a preferred approach to the 
allocation of regional funding, being the same formula that is used to determine the direct 
allocations to territorial authorities. This has been supported by the Canterbury Mayoral Forum at 
its meeting on 14th August with a resolution from that meeting to write to both the Minister of 
Local Government and the Joint Three Waters Steering Group advocating this process. If this was 
to occur, Council would receive funds in the order of $5.0 million to support the delivery of 3 
waters related projects.  

At the same meeting the Mayoral Forum also authorised the Canterbury Mayoral Forum Three 
Waters Steering Group to: 

 Approve a scope of works for the review of Three Waters service delivery options in 

Canterbury 

 Approve an assessment process and principles for determining a preferred service delivery 

option for Canterbury 

At the same meeting, members of Ngāi Tahu were invited to join the Three Waters Steering 
Group. Minute of this meeting are shown in attachment 6. 

Staff recommend delegating decisions about the allocation of regional funding to the Chief 
Executive, with the understanding that the minimum level of funding to the Council be based upon 
the formula used to calculate the direct council allocations, and noting that participation by two-
thirds of territorial authorities within the Canterbury region is required to access the regional 
allocation. At this stage there is no evidence to show that this two-thirds majority level will not be 
reached and the Mayoral forum has endorsed this approach. 

COUNCIL COMMITMENT REQUIRED 

To opt into the initial stage of the reform programme involves Councils commitment and approval 
of three core elements: 

 Memorandum of Understanding (Attachment 2); 

 Funding Agreement (Attachment 3); 

 Delivery Plan (Attachment 4). 

Initial funding will be made once Council sign the MoU, and deliver the associated Funding 
Agreement and Delivery Plan. This initial funding will be provided in two components: a direct 
allocation to individual councils, alongside the regional allocation. The participating councils in 
each region are required to agree an approach to distributing the regional allocation. If the 
Mayoral forums proposal is agreed to, and this appears likely as supported by the Steering 
Committee, this will be distributed on the same formula as is being used regionally. 

The MoU is a voluntary ‘opt in’ to the first stage of the reform and stimulus programme. The MoU 
does need to be signed and submitted by the end of August 2020.  The Funding Agreement and 
Delivery Plan need to be submitted by the end of September 2020, to access the stimulus funding,  

Councils that do not opt in by the end August 2020 deadline will not receive a share of the 
stimulus funding.  Councils will still be able to opt in to the reform programme at a later date, but 
will not have access to the initial funding package, retrospectively. 

Memorandum of Understanding 

A MoU has been developed by the Steering Group, for each council to enter into with the Crown.  
This is a standardised document, which cannot be amended or modified by either party. 

Signing the MoU commits councils to: 
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 Engage in the first stage of the reform programme – including a willingness to accept the 
reform objectives and the core design features set out in the MoU; 

 Embrace the principles of working together with central government and the Steering 
Committee; 

 Work with neighbouring councils to consider the creation of multi-regional entities; 

 Share information and analysis on their three waters assets and service delivery 
arrangements. 

Exact details of what these commitments mean moving forward are not available at this time, as 
many of the next stages of the process are still under development. This makes the signing of the 
MOU somewhat a “leap of faith”, however, it is noted that this stage is non-binding and Council is 
not the sole participant in the process. As a non-binding agreement, it does not require councils to 
commit to future phases of the reform programme, to transfer their assets and/or liabilities, or 
establish new water entities.  

The MoU is effective from the date of agreement until 30 June 2021, unless terminated by 
agreement or by replacement with another document relating to the reform programme. 

A legal opinion by Simpson Grierson, commissioned by SOLGM on behalf of the Steering 
Committee, advises that the MoU does not contain any explicit triggers for consultation under the 
Local Government Act 2002.  (see Attachment 5). This does not mean that Council should not 
consult with Iwi partners and the wider community, and in fact this is encouraged and 
recommened.  

Funding Agreement 

This Council has been allocated $2.56 million by the Crown, if it opts in to the reform programme.  
A further $50 million has been allocated to the Canterbury Region to agree an appropriate 
distribution between participating Councils.  This funding will be provided as a grant, which does 
not need to be repaid if the Council does not ultimately commit to reform at later stages of the 
process.  

There are several options for how the regional funding could be allocated between councils as has 
noted previously in this report. The joint central-local government Three Waters Steering 
Committee preferred approach is to apply the same formula1 used to calculate the direct 
allocations. Under this approach, the Council would receive an additional $2.56 million, 
contributing to a total funding allocation of $5.12 million.  

The Funding Agreement is one of the mechanisms for accessing the funding package. Like the 
MoU, it is a standardised document, for agreement between each council and the Crown.  It 
cannot be amended. 

The Funding Agreement guides the release and use of funding.  It sets out: 

 The funding amount allocated to the Council; 

 Funding conditions; 

 Public accountability requirements, including the Public Finance Act; 

 Reporting milestones.  

                                                      

1  Applying a 75% weighting for population and a 25% weighting for land area, excluding national parks. 
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While there is some local flexibility around how the funding can be applied, the Government has 
indicated that this investment is intended to support economic recovery, enable improvements in 
water service delivery, and progress the service delivery reform programme. Further details of the 
criteria for use and projects suggested by staff, will be made once it is known that Councils 
supports the process, will sign the MOU and staff are required to develop and bring to Council the 
Funding Agreement (and Delivery plan, see below) for approval. 

The Funding Agreement will be supplemented by a Delivery Plan, which is the document that sets 
out how the grant funding is to be applied by the Council. 

Delivery Plan 

The Delivery Plan is the other document required for accessing the funding package.   

This Delivery Plan must show that the funding allocation is to be applied to operating and/or 
capital expenditure relating to three waters infrastructure and service delivery, and which:  

 supports economic recovery through job creation; and 

 maintains, increases, and/or accelerates investment in core water infrastructure renewal 
and maintenance. 

The Delivery Plan is a short-form template, which sets out: 

 a summary of the works to be funded, including location, estimated associated costs, and 
expected benefits/outcomes; 

 the number of people to be employed in these works; 

 an assessment of how the works support the reform objectives in the MoU; 

 reporting obligations. 

The Delivery Plan will be supplied to Crown Infrastructure Partners (and other organisations as 
agreed between the Council and Crown), for review and approval.  Crown Infrastructure Partners 
will monitor progress against the Delivery Plan, to ensure spending has been undertaken with 
public sector financial management requirements. 

TIMEFRAMES 

For clarity, the following timeframes and key dates apply to this process: 
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CONSULTATION 

Council has been provided advice from Simpson Grierson (attachment 5), via DIA, indicating that 
there is no explicit triggers for consultation before territorial authorities sign the MOU. Whilst this 
may be the case and this advice allows Council to approve signing of the MOU through the 
resolutions of this report, consultation post signing is highly recommended. Coupled with that, the 
Mayoral Forum received a submission from Ngāi Tahu and have invited them to be part of the 
Three Waters Steering Group looking to develop and deliver a review of Three Waters service 
delivery options in Canterbury. 

Given this, it is recommended that Council proactively invite local Rununga partners to participate 
in the process of development of the local works program and also look to develop a wider 
stakeholder and community consultation process to support the roll out of the program and 
educate on the wider reform process. 

SIGNIFICANCE OF DECISION  

Council has a Significance and Engagement Policy dated 2014.  

The purpose of the Policy is to: 

 Enable the Council and its communities to identify the degree of significance attached to 

particular issues, proposals, assets, decisions and activities 

 Provide clarity about how and when communities can expect to be engaged in decisions 

about different issues, assets or other matters 

 Inform the Council from the beginning of a decision making process about the  extent, form 

and type of engagement required 

The threshold for a decision to be considered significant is set out below: 
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 Monetary - Any decision not highlighted in either the Long-Term Plan or the Annual Plan 

and with a cost greater than $400,000 will be regarded as significant.  

 

 Strategic Assets - Any decision to sell, abandon or dispose of any of Councils’ strategic 

assets will be regarded as significant 

 
Whilst the matters set out within this report relate to the 3 Waters Assets which are considered 
significant, the process Council is being asked to endorse is non-binding and does not commit 
Council to progressing into a process which sells or disposes of any asset. Also, whilst the process is 
not outlined within the Annual or Long Term Plan, there is no costs associated with the process that 
exceed $400,000. 

Therefore, this decision is not considered significant.  

OPTIONS 

There are two options available to Council: 

Option 1: Agree to Sign the MOU and Participate in the Tranche One process 

Under this option Council will approve and delegate authority to sign the attached MOU to the Chief 
Executive. 

Under this option staff will be required to work on the development of the Funding Agreement and 
Delivery Plan for Council agreement and submission prior to the cut of date indicated within this 
report. 

Staff recommend that a workshop be help prior to the above agreement and plans being completed 
to gain Councils feedback and input into the works proposed with the funding allocated. 

As noted, agreement to participate in this process by signing the MOU does not commit Council to 
any further stages of the process. It does, however commit Council and staff to work Regionally and 
Sub Regionally with parties, cooperate with the DIA Three Waters Review team and actively 
participate in the process moving forward. This will be an added draw on staff time and extra 
resources may be needed to meet existing delivery expectations and workloads. 

Option 2: Do not Sign the MOU  

Council can elect to not sign the MOU and therefore not participate in the process.  

Under this option, no further works nor actions are required. At the time of drafting this report, it is 
understood, via feedback from the Mayoral Forum, that all Canterbury Councils are likely to be part 
of the process. 

Staff recommend Option 1 

CONSIDERATIONS 

Legal 

DIA has supplied all relevant documents and processes. It is assumed that all documents have been 
legally reviewed and are sound and fit for purpose for the use intended. 

It is not recommended to seek independent legal advice at this stage of the process. 

Financial 
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If Council signs the MOU, significant funding will be coming to Council via the grant process. At this 
point in time it is not known how this income will be delivered or manged from a financial 
perspective. 

Further work is needed to understand this process.  

Other 

The injection of extra funds of the magnitude in question represents a significant workload for staff, 
given the $9.5m program of works . When developing the Delivery Plan, staff will consider the best 
option to meet the funding expectations and request Council support of that mechaisum. 

CONCLUSION 

The Three Waters Review is progressing as a issue of National significance. This first tranche of the 
process requires Council to sign a non-binding MOU which commits them to work collaboratively 
with central government, unlocks significant funding and but does not bind council to continue with 
the process pass this stage. 

Parallel to this, the Canterbury Mayoral Forum has endorsed the formation of a Three Waters 
Steering Group, including Iwi Partners, to look to develop a Business Case or Process outlining what 
a Canterbury Regional Water entity would look like. 

Council signing the MOU is considered the recommended option to move forward. 
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3 Waters  Refor m M OU  
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Terms of R eference 3 Waters  Steering C ommittee  
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3 Waters  Stimulus Funding Agreement  
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