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Hi

Please find attached Meridians submission on the LTP and associate financial strategies.

Could you please confirm receipt of the same.

Regards

Andrew

Andrew Feierabend - Statutory & Compliance Strategy Manager
Meridian Energy Limited

From: Mary-Anne Baker

Sent: Monday, 13 April 2015 4:03 p.m.
To: Andrew Feierabend

Subject: Environment Canterbury Submission Submitter Meridian Energy Limited FINAL

SUBMISSION TO THE DRAFT ENVIRONMENT CANTERBURY REGIONAL COUNCIL
2015 - 2025 LONG TERM PLAN & DRAFT FINANCING POLICY 2015

To:

The Chief Executive,

Environment Canterbury,
P 0 Box 345,
Christchurch.

ecinfo@ecan.govt. nz

Name:

Meridian Energy Limited

Attention:

Andrew Feierabend

Meridian Energy Limited (Meridian) makes the following submissions on the Draft
Environment Canterbury Regional Council 2015 - 2025 Long Term Plan as set out in the
attached document.

Meridian would like to be heard in support of its submission.

Andrew Feierabend

For and behalf of Meridian Energy Limited

Dated this 13th day of April 2015

SUBMISSION TO THE DRAFT ENVIRONMENT CANTERBURY REGIONAL COUNCIL
2015 - 2025 LONG TERM PLAN & DRAFT FINANCING POLICY 2015

Submitter: Meridian Energy Limited (Meridian)

ACKNOWLEDGEMENT

1. Meridian appreciates the constructive relationship it has with Environment Canterbury.
2. The objectives of Environment Canterbury and Meridian are very much aligned, in
"achieving economic growth without compromising our standard of living or
environmental sustainability". The nature of our operations and assets contribute
through:
• renewable power generation
• provision of recreational opportunities
• supporting the Canterbury Strategic Water Management Plan
• moderating potential flooding from heavy rainfall events
3. Meridian values our relationship with Environment Canterbury and acknowledges the
community support with respect to its activities. We wish to make a fair and reasonable
contribution to the functioning of Environment Canterbury, however we also wish to
ensure our high capital investment and the resulting rates we are charged is relative to
the demand it makes on Council services.

4. Meridians' submission focuses on two issues. The first matter relates to ensuring
sufficient funding is made available to support the Lower Waitaki River Control Scheme.
The second matter relates to the level of funding Meridian is being asked for to provide
support to the implementation of the Canterbury Water Management Strategy via a
targeted rate based on the capital value of its hydroelectricity assets on the Waitaki
River.

NATURE OF MERIDIAN'S OPERATIONS IN THE REGION

5. Meridian owns and operates the hydro generation facilities in the Waitaki Catchment

being
Ohau A
Ohau B
Ohau C
Benmore
Aviemore
Waitaki

Meridian also has two significant service offices in Canterbury, located at Christchurch
and Twizel. The capital value of Meridians assets as determined by Quotable Value for

rating purposes in the Waitaiki catchment are in excess of $1,300,000,000.

Meridian's Contribution to Environment Canterbury's Operation
6. Currently, Meridian makes contribution through rates, along with grants. These are
detailed as follows:

Location

Description

Rate

(excl

GST)
Ohau A

Glen Lyon Road

Ohau B

Twizel - Omarama Road

Ohau C

Twizel - Omarama Road

Benmore

426 Loch Laird Road

Aviemore

1288 Otematata Kurow Road

Waitaki

548 Otematata Kurow Road

102,901.23
41,555.73
41,555.73
164,413.42
75,568.42
34,282.08

$460,276.61
Clarkesfield

4195 Hakataramea Highway

14,547.92

Contribution

- Grant

Lower Waitaki

231,221.00

Contribution

- Grant

Upper Waitaki

64,663.09

Total Contribution

$770,708.62

LOWER WAITAKI RIVER CONTROL SCHEME

7. Environment Canterbury has asked for specific feedback on the proposal to change the
Lower Waitaki River Control Scheme. In effect, Meridian understands the Proposal is to
change the level of service provided which results in a reduction in income (cost) from

$641,000 (2014-2015) to $490,000 (2015-2016) and works from $477,000 (2014-2015)
to $329,000 (2015-2016). As a consequence Meridian's voluntary contribution reduces
from $231,000 (2014-2015) to $171,500 (2015-2016).
8. Meridian largely supports the Proposal by Environment Canterbury and Otago Regional
Council to change the level of service of the Lower Waitaki River Control Scheme and
consequently the total level of expenditure.
9. The Lower Waitaki River is an active, powerful, braided river system with a mean flow of
approximately 360 cumec. It is this braided river system that has formed the Lower
Waitaki plains, which are now intensively farmed. Over time river braids can be
expected to move, both within the active river bed and further back into the wider flood
plain.

10. While Meridian and Genesis store and use water to generate hydro-electricity from the
Waitaki Catchment above and at the Waitaki Dam, all water arriving in the Catchment
(abstractors aside) flows into the Lower Waitaki River. The effect of the Waitaki Power
Scheme on the Lower Waitaki River is predominantly to raise river flows in times of low
natural inflows and to reduce the peak flows of small to mid size flood events.
11. As partAs part of the operation of the Waitaki Power Scheme, it is in Meridian's interest
that the Lower Waitaki River can effectively pass flood flows from the Waitaki Dam to
the sea. For this reason, Meridian contributes 40% of the annual cost of the Lower

Waitaki River Control Scheme's work programme (excluding debt servicing from the
2009 flood event works) on a voluntary basis. Meridian's voluntary contribution extends
back to an agreement reached in the mid-1990s. In Financial Year 2015, Meridian's

voluntary contribution was $231,221 (GST excl). Meridian is not comfortable at this

quantum of contribution which is a result of year-on-year increases due to the extension
of the original work programme.
12. Meridian is aware that the Lower Waitaki River Control Scheme has considerable debt

as a result of works undertaken in response to relatively small flood events in the Lower
Waitaki River including those events since 2009. It observes that there is considerable
risk that this pattern of debt building in response to flood events will re-occur if the Lower
Waitaki River Control Scheme works includes extensive bank protection/private property
protection works.
13. In the mid-1990's, the framework for the Lower Waitaki River Control Scheme activities

were set by the 1989 River Control on the Lower Waitaki Sectional Plan. \n

summary,

the focus of the Lower Waitaki River and Drainage Scheme was on establishing and
maintaining a cleared fairway, the encouragement of heavy willow growth on the
margins of the active river bed and localised river control works on a case-by-case
basis.

By Financial Year 2015, bank protection works (i.e. river control/erosion

management) beyond the active river boundary had become a significant component of
the Lower Waitaki River Control Scheme's works programme.
14. Meridian observes that the Lower Waitaki River Control Scheme is under pressure to
perform the function of private property protection. This is particularly in locations where
land owners invest in property improvements adjacent to the active river - sometimes at
the expense of existing buffer vegetation.
15. Meridian does not support the Lower Waitaki River Control Scheme funding activity
outside of the active river. It views this as effectively providing 'insurance' to the land
owner against the consequences of investing on an active fiver flood plain. In the event
the Lower Waitaki River Control Scheme does provide this service, Meridian believes
that it should be funded by benefiting property owners.

16. Meridian strongly supports the Proposal that the level of service of the Lower Waitaki
River Control Scheme return to that closer to fulfilling the objective of the management
of the active river bed to pass flood flows - hence the proposed income and works. The
works resulting from this proposal is closer to that set up by the 1989 Sectional Plan
than the current work, focusing on fairway and active river bed management, including
the management of those groynes fulfilling the function of reducing the risk of significant
river break outs (the primary groynes).
17. Meridian also supports the Proposal being amended to include greater channel
management activities within the fairway. This has the objective of limiting the change
in extent of the active river bed as a result of flood events, however Meridian notes that

within a braided river system this will not always be possible. As such, on a 40%
proportional share basis, Meridian would support increasing the channel realignment

works budget back to something like that of Financial Year 2014/15 of $70,000
compared with the proposed $19,000.

GENERAL COMMETS ON THE LONG TERM PLAN AND FINANCIAL STRATEGY

18. The draft LTP indicates a 4.5% increase in rates in the 2015-16 financial year, with 5.2%
and 4.0% in 2017 and 2018 respectively. It is noted that these increases are significantly

influenced by the projected increased spend of approximately $8 million over the 10
year life of the LTP on the implementation of the Canterbury Water Management
Strategy (CWMS). Meridian agrees with the intent and progress towards meeting the
CWMS's objectives and that it should met a fair and reasonable share of the costs of
this programme through a targeted rate or similar rating tool.

19. Meridian however is concerned over the amount that it is being required to contribute to

the implementation of the CWMS. This equates to approximately $245,000 in the
coming 2016 financial year given how the costs of this programme are proposed to be
rated for. The key issue the CWMS is addressing is water management, with a strong
focus on water quality. This is directly influenced by land use and its associated
intensification.

20. Meridian does not contribute significantly to water quality concerns in the Waitaki
however does have an important stake in this issue from the perspective of having to
manage the effects of poor water quality on its operations. The high capital improvement
valuations of Meridian's assets in the Waitaki (i.e. 1.3 billion dollars) mean that it will end
up paying a disproportionate share of the implementation of the CWMS.

21. Meridian estimates that if the current LTP and associated financial strategies are
adopted in their current form it will be meeting 15% of the revenue requirement of the
programme required from the Waimate, Mackenzie and Waitaki district council
catchments. This equates to 5.6% of the total cost of the programme across the region.
Given the drivers of the water management strategy are related primarily to abstractive
uses and land uses, Meridian suggests that land value rating would be a more suitable
base for this targeted rate or that an additional differential rate be introduced for hydro
assets to reconcile the anomaly created by the high capital value of Meridian's assets.

22. The use of land value for a targeted rate/hydro differential while retaining capital value
for other general rates is permissible under the Local Government Rating Act. Such a
charge would also be conducive with recognising the impact of more intensive farming
practices contributing to the groundwater and service water contamination.This would
also be consistent with funding principles set out in S.101(3) of the Local Government
Act.

Relief Sought:

That Environment Canterbury adopt the Lower Waitaki River rating and level of service
Proposal but consider increasing the channel realignment works budget back to the level of

the Financial Year 2014/15 of $70,000 compared with the proposed $19,000 on the basis
Meridian meets 40% of its proportional share.
That Environment Canterbury use land value rating or as an alternative introduce a hydro

generation differential of $x per $100,000 of capital value as the basis for funding the
Canterbury Water Management Strategy Targeted Rate.
That Environment Canterbury amend any associated financial policy documents associated
with the Long Term Plan to achieve the above outcome.

