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Consultation Point: Proposed LTP Amendment
Officers’ Response to Comments Received

Background

The concept of the purchase of additional environmental flows by the Hawke’s Bay Regional Council
was included in the Concession Deed Terms Sheet adopted by Council in June 2013: “HBRC may require
additional flows over and above consent obligations if RWSS objectives and values are not being met —
water for such flows to be paid for by HBRC at then-applicable market rates”.

This was reflected in the Draft Concession Deed and subsequently in the Business Case on RWSS
Investment (March 2014) for the June 2014 decision by Council to invest up to $80 million in the
Ruataniwha Water Storage Scheme.

In the two years since the decision to invest was made HBRIC Ltd has finalized its preferred institutional
investor and been in negotiations with them on the Concession Deed between the Ruataniwha Water
Limited Partnership (RWLP) representing the investments partners and the Hawkes Bay Regional
Council. During these negotiations the earlier version of the Concession Deed which allowed HBRC to
opt in or out of additional flows on an annual basis was removed because as full uptake approached it
would not be financially prudent for the RWLP to have to retain $4million m3each year in case HBRC
decided it wanted to use it when HBRC was not committed to taking the water.

HBRIC Ltd has put forward an alternative proposal which would see the Council gain access to water for
environmental flows at no cost for the first seven years of the Scheme’s operation. After that the Council
would be charged for 4 million cubic metres of water a year for 27 years on the same terms as a
foundation water user.

Description of Proposal

The proposal is that the Hawke’s Bay Regional Council purchases, under a Water User Agreement, 4
million m? of water annually from the Ruataniwha Water Storage Scheme. The Water User Agreement
would be in place for 35 years.

The purpose of the water is for use to improve the Tukituki catchment, and this amount of water is in
addition to the 4 million m3 of water required by the Ruataniwha scheme for flushing flows as part of
its resource consent conditions.

As part of the Agreement HBRC would receive a total of 34 million m?® of water free for the first seven
years of the operation of the dam.

At the conclusion that seven year period HBRC would pay for 4 million m? per year at a preset price, at
a total cost of $36.9 million over 35 years.

In summary the proposed change:
e  Gives HBRC slightly more water in total
e Makes no change to the environmental benefits supported in the business case

e (Costs less than the earlier proposal (assuming that HBRC was to have taken the amount
provided for in the Draft Concession Deed every year)

e Commits HBRC to taking and paying every year

e Gives HBRC (via HBRIC Ltd) a much improved financial return over the early years of the
scheme than the draft Concession Deed proposal did.

The Statement of Proposal can be found at http://www.hbrc.govt.nz/assets/Document-Library/Plans/Annual-
Plans-and-LT-Plans/Supporting-Documents/Audited-Statement-of-Proposal-for-2015-25-LTP-Amendments.pdf
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Consultation on the Proposal

As included in the consultation document if this proposal is adopted the following alterations to the
Long-Term Plan 2015-25 will be made:

e Changes to the level of Service for “Water Management” activities under Regional Resources —
new performance targets to provide for preliminary planning in 2017-19 to establish a
programme that will determined the optimum environmental use of water acquired through a
Water User Agreement.

e (larification in the Financial Strategy — which advises that it is Council’s view that a portion of
Council’s financial returns from the RWSS would ultimately be used for the purpose of enhanced
environmental benefits within the Tukituki catchment. The cash flow element of this would not
be triggered until the 2026-27 year, as the water flows proposed from 2019-20 to 2025-26
would be provided free by the RWSS. No change is proposed to the 6% return on funds to the
RWSS investment.

e Changes in the financial accounts, in particular the balance sheet and operating statement from
the year of water uptake (2019-20).

In addition the public were asked their view on three options:

e Option A— HBRC receives 34 million m? of water in total at no cost for seven years, and then is
required to purchase 4million m3 per year for environmental flows at a preset price, with a total
coast of $36.9 million over 35 years.

e Option B - HBRC purchases additional water in future at market rates, to satisfy environmental
flows, at an unknown cost.

e Option C—no provision is made for environmental flows, with no cost to HBRC.

A total of 150 submissions have been received. Of these 138 supported Option C; 9 supported Option
A; 1 supported Option B and 1 supported sought on-farm storage.

Issues raised in submissions and at public meetings:

e Do not support environmental flows because opposed to dam or seek on farm storage as
alternative

A number of submitters have asserted that current pollution of the Tuki Tuki River needs to be
“cleaned up urgently and paid for by polluters” — CHBDC and farmers in the catchment are cited
specifically. Plan Change 6 already requires this of land users in the catchment and considerable
effort is underway between the Council’s Science and Land Managenement teams and farmers
in priority ‘hot spots’ to address sourecs of contaminants. Similarly the Council has been working
closely with CHBDC for a number of years to address wastewater discharges. Considerable
investment has been undertaken and the CHBDC is subject to stringent consent conditons to
ensure discharges of contaminants are kept below harmful levels.

A number of submitters argued that on farm storage offers an alternative solution to the
proposal. Incresaed environmental flows, including this proposal and consented flushing fows,
will not go ahead without the Ruataniwha dam. It is notable that on-farm water storage could
never provide volumes and velocity of flows sufficient to transport sediment, slime and weeds
down river. This is only enabled by the scale of the RWSS storage solution and is a principal
environmental benefit of the scheme. The proposed environmental flows are of a comparable
level agreed by the Board of Inquiry as being sufficeient to transport these contaminants down
river and out to sea.

A number of submitters have asserted that the scheme will add “an even greater pollution load
on an already polluted river”. These matters were traversed extensively during the Board of
Inquiry and the stringent rules in Plan Change 6, combined with the consent conditions for the

Page 6



RWSS, ensure that any increases in nutrient run off from land use intensification are
appropriately mitigated. The assertions ignore the fact that the ‘pollution load’ is a function of
the concentrations in the river, which are impacted by flows. The flow regime provided by the
RWSS and its consent conditions, and by the proposed environmental flows to be purchased by
the Council, have a dilution effect which can be expected to decrease the effects of nutrients on
river ecology. These proposed environmental flows have the potential to make a substantial
contribuition to reducing the effects of current nutrient loadings, as well as any future non-point
source discharges resulting from changes in land use.

Funding for flows

A number of submitters have questioned the impact of the purchase of environmental flows on
ratepayers, stating “Environmental flows should not be paid for by the ratepayers, especially
considering that this option would not be required if there were no dam in the first place!”

It is important to realise that the proposal to purchase environmental flows will not be funded
from rates but will be funded from HBRC’s regional income budget which receives dividends
from both Napier Port and the Ruataniwha Water Storage Scheme (RWSS) should it

proceed. These funds are applied to, amongst other things, environmental projects.

A number of submitters have asserted that “the cost of the dam has now escalated and should
not be paid for by ratepayers”. In early 2016 Water User Agreements with all users were
revised to include a higher water price in order to fund the upward revision in estimated
capital costs for the scheme. Contrary to the assertion, the financial and capital models for the
Scheme ensure the the scheme is overwhelmingly ‘paid for’ by water users, not ratepayers.
Over the life of the Scheme it is forecast that ratepayers will obtain a commercial rate of return
on their investment, better environmental and regional economic outcomes, and at the end of
70 years ownership of the scheme will wholly revert back to ratepayers.

Ratepayers would pay to augment the catchment’s rivers to keep flows above minimum
flows. This is not proposed and any water added to augment stressed systems across the
Ruataniwha plain in summer would be accounted for in the catchments monitoring to ensure
that the benefit of this augmentation was not lost through irrigation.

Consequential DIN reductions should ensure algal growth does not become a nuisance and
impact on community values.

The DIN levels set in Change 6 by the BOI will not result in a reduction of algal biomass in this
catchment. Uncontescted evidence before the BOI was clear that DIN levels would need to be
significantly less than 0.8 (likely less than 0.2) to have any material effect on algal biomass.
Algal biomass in the mainstem of the lower Tukituki in the high contact recreation areas will
continue to be affected in this catchment primarily through flows, be they natural or man
made by way of flushing flows.

Fifty-two million cubic meters of water will be available for other purposes.

Surplus water in storage in the dam is not available in summer when required for
environmental purposes. Whilst it may exist over a year in storage it is not in static storage
and available in the summer months.

Benefits of additional flushing flows

The Board of Inquiry traversed a range of evidence about the benefits of flushing flows and
finally arrived at the figure of 4million m? as set out in the RWSS resource consent conditions.A
range of experts from all sides of the debate about the storage proposal agreed that water for
environmental purposes would be beneficial. There was a view among some of the experts
that additional water, over and above that offered by HBRIC Ltd, would be useful for the
catchment.
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e Commitment to Water User Agreement without programme of works

The proposed amendment to the Long Term Plan includes changes to the Levels of Service for
Water Management — one of the group of activities under Regional Resources. This change
signals a programme of work from 2017-19 to be undertaken by HBRC’s Science team to
identify a range of uses of enviromental flow water for improving or maintaining habitat and
ecological health of the Tukituki catchment and quantifying the benefits of environmental flow
water. Once identified a programme will be established for the use of water acquired through
the bespoke Water User Agreement. As set out in the point above a range of experts have
agreed that water for environmental purposes would be beneficial.

Recommendation

That Council considers the submission points received relating to Proposed 2015-25 Long Term
Plan Amendment, and any comments and proposals made by Council officers.
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