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IAWAI Submission to Water Strategy 2026-2036.

IAWALI has provided a Water Services summary for their expected growth for the next 10
years.

They have requested feedback.

It is not possible to make an in-depth submission. There are significant shortcomings in
the information being provided.

This submission has identified some of these shortcomings with recommendations on
specific points.

[ appreciate the amount of data being provided.

We understand that JAWALI is using the data from both councils to prepare the information.
TAWALI talks about full transparency.

There needs to be more disclosure on Growth Projection v Demand to fully understand
the information. This would require disclosing were dwellings will be constructed, the
type of dwelling and the §.

No development will take place by the private sector unless it is profitable.

There is an acknowledgement that IAWAI has inherited an infrastructure deficit of $331
million from HCC and $40 million from WDC. (Page 26)

Attachment A is the DC actual income / the LTP estimates / what the modelling
predicted. HCC has experienced a shortfall of $350m in the DC revenue vs budget.
Attachment B shows IAWALI 2027-2036 the capital expenditure V DC revenue.

The modelling for DC revenue cannot be relied upon.

DC modelling has been, and will continue to be, a major source of leakage, if the same
systems are used.

Equally importantly is the Private Developer Agreement with Confidentiality clauses.
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We understand that where developers install their “local infrastructure” that the local network
charge (%) is then “excluded” from “that” development. It appears these exclusions are not
considered in the modelling.

Growth and income projections.
The population growth projection shows an expectation of 1.5% pa increase out to 2054. This
means Hamilton population will grow from 189,700 to 275,980 and Waikato from 89,760 to
125.,450.

Population projections are dependent principally on immigration.

TAWAL debt will start (2026) at about $700 million with headroom for borrowing of $1billion
based on the ability to borrow up to 500% of income.

By 2036 it is expected debt of $2 billion and headroom of $3.4 Billion.

The principal form of income is an increase of 230% in wastewater charges and 200% in
water rates and charges for new users.

Development Contribution charges are expected to contribute 14% of income.

This expected income cannot be relied upon. If the DC income is less than expected
Ratepayer will need to fill the shortfall.

HCC has over many yrs been using local DC charges to direct growth into certain areas.

This approach has failed. There are no current DC charges in the CBD, where they assume
4000 apartments will be built. As there are no DC charges in the CBD, HCC is relying on the
IFF loan to build the water tower.

Both Peacocks and Rotokauri are uneconomical to develop because the DC charges are
$90,000 to $134,000 per site. HCC has been offering remittances in some areas. These
remissions has been unsuccessful.

Unless the DC charges make it economical to develop nothing will happen. HCC, s own
economist (2010) warned of the dangers of these policies, where development would go to
outlining areas like Cambridge and Te Awamutu, which has happened.

Examples of the failures are outlined below:

2018 projection of 300 dwelling for Rotokauri and 500 dwelling for Peacocks per annum for
the next 10 — 20 yrs. (Business case)

Rotokauri has averaged only 19 permits granted pa for the last 13 yrs (OIA)

Peacocks only 58 permits pa for 9 yrs. (OIA)

Hamiltons CBD only 21 apartment permits granted pa for the last 11 yrs. (OIA)
Kainga Ora has advised in 2024, apartments were uneconomical to construct in the CBD,
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See attached C
It is this submission that no work for building new infrastructure for expected growth,
should be undertaken, until a full review of all background information is confirmed as
being accurate.

Only those projected where there is a “compliance issues” should be started.

It is especially important that no additional work be carried out on the water tower (Ruakiwi
Rd) (costing $90m) or the Peacocks WWP ($160m - $390m).

Market Economics (HBA 2018) assumed that there would be 4000 to 12000 apartments in
the CBD by 2028.

TAWALI is saying there will be 4000 within the next 6+ yrs.
HCC has offered no evidence as to the cost or desirability of these anticipated apartments.

HCC/ Future Proof have since 2013 promoted a Compact City model. They assume up to
70% of growth will be in brownfield locations.

Market Economic (HBA 2018) advised HCC, that there was only 6- 8 yrs supply of
Brownfield developable land throughout the city.

Background
To understand the reasons why HCC/ IAWALI is in the situation they are, it is necessary to go
back to the Productivity Commission's report 2014 and more importantly the Cranleigh report

2018,

Cranleigh view growth for 100 yrs. They considered the population would increase to
633,000 by 2100. That was the key drive for 2 mega sewerage plants.

IAWALI is now considering 30 yrs, with growth to 275,000
Both these reports highlighted both failures and directions for future growth.

What HCC/IAWALI has recommended is basically the Cranleigh report, which was updated
by the Metro Spatial Wastewater Feasibility study 2020.

A 2022 review of HCC costing advised there needed to be a contingency of 20% - 50%
above the costing being provided. Has the current costing been reviewed??

Both the Productivity Commission and Cranleigh reports / recommendation have now been
superseded by National Policy Statements, the RMA reforms and the Going for Growth
requirements.

The Going for Growth will have significant implication for the current strategy.
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Cranleigh envisages a” Compact City™ for Hamilton with boundaries remaining unchanged.
Cranleigh recommends 2 Sewage plants for the area of Hamilton and surrounding areas.
[t was envisaged that Hamilton city would link with both Waikato and Waipa Councils.

The Pukete WWP would service Hamilton and all areas north to Taupiri, and the Peacock
WWP service Cambridge, Matangi, Tamahere and the airport.

Cambridge has recently upgraded / commissioned their own sewage plant, so the capacity for
Cambridge is not needed.

Pukete only needs a full upgrading to accommodate Ngaruawahia/ Huntly, but if both
Ngaruawahia and Huntly become stand-alone plants it is not required.

The report state that they anticipate spending $30 m on the Huntly plant within 3 yrs and a
further $13m in Ngaruawahia.

Sewerage technology has also improved significantly since 2015. Micro sewage plants are
both more affordable and efficient since 2015.

There is also no current option of land-based disposal which Cranleigh did not consider in
depth.

Cranleigh identified 109 km of pipes required for the 2-plant option

Waipa staff report of 2022 states that the cost of the Peacocks plant would be 9% of average
household income, were 5% was considered affordable. It also states, HCC had spent $50
m on the new Waiwere pipeline servicing Peacocks. This will become a “stranded asset” and

no longer required if Peacocks was built.

Although legally required under NPS -UD 2020 HCC has only undertaken a “technically”
commercially feasibility housing exercise. The “peer review” questioned HCC assumptions.

All HCC reports under NPS -UDC were noncomplying. This was confirmed by Mr Winder
your CEO (formally Future Proof spokesperson) in reply to a formal complaint in 2021.

Market Economics used a theoretical capacity assessment based on zoning rather that the
capacity based on infrastructure as the law required.

The Ministry advised HCC of their noncompliance in 2018.
Commercial property owners will still be charged a differential of 2.9877 over residential.
Productivity Commission report stating there was no justification for a differential.

Depreciation. Page 26 identifies that only 75% of new assets will be depreciated over the
next decade. It is another exercise of “kicking the can” down the road.
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Recommendation moving forward.
(1) Stop all spending unless required to meet the legal requirement for compliance.

(2) Growth Projection v Demand. There needs to be full disclosure to understand the
methodology.

(3) The current DC policy is not fit for purpose, being overly complicated. HCC report
identified a funding shortfall of $350m between anticipate income and actual 2019-
2024. Attachment A

(4) It the DC policy allowed for a city-wide charge at subdivision and a local network
charge at permit, it would increase cashflow and reduce the DC levies on sections
immediately.

(5) Private Developer Agreements with confidential clauses. No PDA should have a
confidential clause. If IAWALI is serious on full disclose then this should happen
immediately.

(6) Further research is required into the PDA where the developers have provided the local
network and the loss of $ in the local network charge within the modelling.

(7) Current user should pay the full cost of depreciation of new assets. There should be no
defer for 10 yrs.

(8) Affordability of services has not been adequately disclosed. If new consumers are
having to pay a fixed charge pa, then how will this effect affordability and housing
costs??

(9) To enable growth, DC charges need to be reviewed. This may mean that the $150m IFF
loan for the CBD is used to repay part of the Peacocks HIF loan of $180m. This would
reduced DC charges and enable housing to be more affordable. The Peacocks
development undertaken by HCC is now $200 million over budget. This is unlikely ever
to be repaid.

I wish to give verbal submissions in the future.
Colin Jones
Licenced REA
Attachment A: DC income vs LTP budget vs modelling.

Attachment B: IAWAI Capex for Growth vs DC Revenue.
Attachment C: Kainga Ora Apartment cost for the CBD.
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Hamilton Development Contribution Budget income V Actual
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14,735
15,182
15,857
20,770
21,137
21,390
21,738
23,463
25,068
50,252
52,338
52,546
56,637
55,108
52,412
53,853
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Waikato DC V actual
Waikato District Council DC/FC Revenue

Column Labels

Wastewater Water
Row Labels @hﬁmmmm DC/FCRev Actual DC/FCRev Budget DC/| FCRev Actual DC/FC Rev
2025 5,138.000 5,972.000 2,855.000 4,965,000
2024 3,389.000 2,870.000 1,619.000 1,527.000
2023 3,981.000 4,541,000 2,213.000 2,867.000
2022 4,013.000 5,512.000 1,659.000 3,435.000
2021 S04.000 2,553.000 1,357.000 3,186.000
2020 889.000 4,046.000 1,335.000 4,666.000
2019 1,313.000 2,003.000 875.000 1,675.000
2018 1,900.000 2,530.000 1,875.000 2,075.000
2017 1,841.000 1,473.000 1,941.000 1,833.000
2016 1,796.000 1,778.000 1,795.000 1,483.000
2015 1,699.000 7,464.000 2,545,000 1,433.000
2014 1,647.000 1,306.000 1,748.000 780.000
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Hamilton Growth projections v revenue 31.3.2026

IAWAI127-36 LTP Growth Capex vs DC Revenue
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Colin Jones J
From: Mark Rawson <Mark.Rawson@kaingaora.govt.nz>

Sent: Friday, 12 July 2024 3:11 pm

To: Colin Jones

Subject: RE: HCC/ High rise developments?

Follow Up Flag: Follow up

Flag Status: Flagged

Kia Ora Colin,

Yep we did, it was verbally given the commercially sensitive nature of the sites location and the engagement at the time we were in with the vendor.

For your information, in summary:
® We explored a roughly 0.6ha site, in the main part of the CBD, with a proposed acquisition cost of between $7.1-7.4m

®  Our Architects looked at many options and we undertook two assessments at a yield of 70 and 100 units, with financial feasibilities modelled 1-3 bedroom apartments with sales values ranging from: 1 bed ($660K); 2 bed
($880K); 3 bed ($1.25m)

e The 100 unit option had a total development cost of CIRCA $90mil @25% developer margin = a loss of CIRCA $25mil

e The 100 unit option had a total development cost of CIRCA $90mil @10% developer margin = a loss of CIRCA $18mil

e The 70 unit option was way worse.

e When we looked at a significantly reduced vield at 3 story walk-up and it was pretty close to breakeven?

While | realise not what you were wanting, hopefully that is a little bit helpful?

Ngaa mihi
Mark

< Kainga Ora
g Homes ostODBEc:Emm

Mark Rawson

Regional Director Waikato Mobile: 021 354 558

Freephone: 0800 801 601 | Mainline: (04) 439 3253 | Kainga Ora — Homes and Communities
PO BOX 2628 Wellington 6140 | New Zealand Government | www.kaingaora.govt.nz

From: Colin Jones <colin@cicl.co.nz>

Sent: Tuesday, July 9, 2024 8:30 AM

To: Mark Rawson <Mark.Rawson@kaingaora.govt.nz>
Subject: HCC/ High rise developments?



