Complaints re waste water contract and potential breach of Overseas Investment Act (letter from Cr Macpherson to Hon Nanaia Mahuta - 3 August
2020)
No Complaint
Response
1
I wish to complain about the outcomes and process used by Rotorua Lakes Council (RLC) The Trility contract is not a Public Private
to amend its 2018-2028 Long Term Plan by agreeing by a margin of 7-4 on 29 July 2020 Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
to enter into a 10-year public-private-partnership (PPP) contract with Trility NZ Ltd for
Deloitte to assess any financial risk.

the management of Rotorua’s wastewater services.

“RLC will retain all strategic decision-making,
asset ownership responsibilities and service level
setting and control for the duration of the
contract. The day-to-day service delivery
operations will become the responsibility of the
contractor”.

2

I also suspect that the RLC may have breached the terms of the Overseas Investment
Act (July 2020), which introduced national security considerations into overseas
investment in New Zealand.

See attachment 11: Statement of Proposal (refer
to “Benefits of This Proposal” on p8)
A two-year procurement process was
undertaken with advice from experts
(procurement specialists Morrison Low; legal
advice from Lane Neave; financial risk
assessment Deloitte; technical support Motts
McDonalds)

PP contract to outsource wastewater system management
3

1
2

The RLC’s plan to outsource the management of Rotorua’s wastewater system to a
consortium of Trility, Fulton Hogan and Stantec (Trility NZ Ltd) was met with 92 per
cent opposition1 by presenters at the public Hearings on 25 June. It was confirmed2 on
23 July that 81 per cent of written submissions opposed the plan.

RLC is not outsourcing the management of
Rotorua’s wastewater system. We are
outsourcing service delivery aspects of
wastewater services.

https://www.nzherald.co.nz/local-democracy/news/article.cfm?c_id=1504814&objectid=12343076
https://www.nzherald.co.nz/water/news/article.cfm?c_id=362&objectid=12350527

1

27 submissions received as a result of the
special consultative procedure undertaken in
May 2020 with 23 opposed, four in support of
the proposal and one which did not disclose their
position.
Note, Council also consulted on this matter
during consultation on its 2019/20 annual plan.
(See attachment 9: RLC 2019 Annual Plan)
It was reported at the SP&F meeting (13 June
2019) in regard to the 2019/20 annual plan
consultation, that a total of 11 submissions had
been received with 6 opposed, 4 in support and
2 neutral.
See attachment 10: Analysis of submission points
4

There were many reasons given for the opposition. One was doubts about the
provenance and intentions of a ‘flag of convenience’ or possibly ‘false flag’ registration.
Despite recent assurances from the Mayor and Council officials that due diligence
regarding potential partners had been underway for many years, Trility NZ Ltd was
not actually registered as a New Zealand limited company3 until 24 February 2020.

The need to review Council’s approach to
delivery of wastewater services was identified
during preparation of the current 30-year
infrastructure plan (2017/18). It was proposed
that alternative options be investigated and work
progressed to a two-year competitive
procurement process which ultimately identified
a preferred service provider. Work with the
provider, including work on the contract, was
then undertaken, advised by legal and
procurement experts.

3

The New Zealand Companies Register lists Trility NZLtd (7887577) (NZBN: 9429047943117) with an address of Pricewaterhousecoopers, Level 26 Pwc Tower, 15 Customs
Street West, Auckland, 1010.

2

See attachment 11: Statement of Proposal (refer
to Until Now: The Story So Far’ on p4) which was
consulted on in May 2020
All 6 shortlisted consortia included an
international partner. RLC wanted to partner
with a NZ company – Trility NZ Ltd was
established following procurement process
which resulted in this consortium becoming the
preferred provider. The parent company
provides guarantee. The consortium includes
Trility Group Australia, owned by publicly listed
Hong-Kong based Beijing Water Group. RLC is
dealing with the Australian group.

5

6

7

Another reason was the discovery that Trility was Chinese owned, which intensified
when this ownership was initially denied by Mayor Steve Chadwick and Deputy Mayor
Dave Donaldson.
Trility was acquired in 2018 by the Hong Kong-based investment holding company,
Beijing Enterprises Water Group. Concerns deepened when Cr Donaldson responded to
concerns about Chinese ownership at the Strategy, Policy and Finance (SP&F)
Committee on 23 July 2020 by alleging and attacking xenophobia.

See No.4

Residents and ratepayers are aware that Mayor Steve Chadwick has had a long
association with Chinese authorities. For example, in 2016 she accepted an invitation
by the Chinese Tourism Association to give a keynote address to the International
Mayors’ Forum on Tourism held in Zhengzhou, 24-27 May.4

The IMFT 2016 was jointly hosted by China
National Tourism Administration, The World
Tourism Organisation (UNWTO) and Henan
Province. (RDC - 1030303 p2) See attachment 5

See No.4

4

Steve Chadwick (7 July 2016) International Mayors Forum on Tourism, Zhengzhou, China, 24-27 May 2016, report to the Monitoring and Operations Committee, Rotorua
Lakes Council.

3

156 member countries present. (RDC – 635665
p1) See attachment 6
It is noted also that like many other cities
worldwide, Rotorua has sister city relationships
in China.
“Sister City relationships foster the growth of a
mutual understanding and long-term friendship
between countries and regions, as well as the
communities within them.
This bond allows for a continuous exchange of
ideas and culture, and even facilitates
development within the areas of trade and
tourism.”
“The establishment of sister city friendships
stimulates interaction between people of
different cultures and countries on a people-topeople basis.”
https://sistercities.org.nz
Delegation visits have always been a key
component of sister city relationships.
8

A Memorandum of Understanding was subsequently signed by the RLC’s Chief
Executive (CE) Geoff Williams and Rotorua’s Mayor with the Deputy General Manager
of China Travel Service Head Office Henan Co. Ltd. which is controlled by the China
Travel Service (HK) Group Cooperation.

RLC’s CE did not sign the MoU as he was not in
China, and has never travelled to China.

4

See below information on the signing of the MoU
taken from Mayor Chadwick’s report to O&M, 7
July 2016 following the conference.
(RDC – 635665 p1) See also page 7 for a copy of
the MoU
Mayor Chadwick “had meetings with the
Director of the Airport Economic Zone, the
General Manager of the Chinese Tourism Group,
Henan Province. We agreed to a Memorandum
of Understanding which was signed on the Friday
at the end of the Forum. The signing of the MOU
was agreed with the CE Rotorua Lakes Council
and the MP for Rotorua Todd McClay. This
followed a meeting to Zhengzhou by Hon Pita
Sharples.” (RDC – 635665 p1) See also page 7 for
a copy of the MoU
See attachments: 6 and 7
9

10

The MOU was intended to provide a partnership for further cooperation to promote a
“Henan-New Zealand Tourism and Cultural Exchange Programme.”

This information is correct

While this and many other trips to China by Rotorua’s Mayor, CE and Cultural
Ambassador Cr Trevor Maxwell may have been innocent tourism marketing ventures,

RLC CE Geoff Williams has never travelled to
China.

Rotorua’s residents and ratepayers have become increasingly concerned that a
Beijing-owned company could be given control of their wastewater system, a
company that could have a majority of its directors appointed by the Chinese

It is unclear if when talking about the concern of
residents and ratepayers Cr Macpherson is
talking about the wider community or members
of the ‘Rotorua Residents & Ratepayers group.

RDC – 635665 See attachment 7

5

Communist Party (CCP) and is likely to be part of China’s penetration of New Zealand’s If the Cr is talking about wider community
concern, his claim would appear to be
local government.

disapproved by the number of submitters (See
no. 3)
RLC retains ownership and control of Rotorua’s
wastewater system. Council is paying the Trility
consortium for a service.
Concern about RLC relinquishing control is
opinion/speculation

11

12

5
6

Rotorua’s Mayor Steve Chadwick was very briefly named in a 2017 paper5 by Professor
Anne-Marie Brady in a context of the CCP interfering in our democracy.

In 2020, in a more comprehensive submission to Parliament’s Justice Select Committee,
Brady6 pointed out (p. 3) that local governments have become an important focus for
CCP foreign political interference activities because
a. they are able to make independent planning decisions on infrastructure and
investments which could undermine the policy of the central government,
b. there is often overlap between local and central government politicians and
political parties, as well as economic and political elites,
c. local governments can be used by CCP interference activities to suppress
individuals or organisations regarded as a threat by the CCP government, and

The only reference to Mayor Chadwick found in
the document was a photo of her cutting a
ribbon, along with the Prime Minister of the day
(John Key) and others at new facilities at Alpha
group in 2015 (p.33).
See attachment 2
In regard to the bulleted information, while
some of the information is a direct copy, some of
the bullets have been changed and Cr
Macpherson has added the statement ‘implying
that they are vulnerable to penetration’ himself.
See attachment 3 for evidence of the changes.

https://www.wilsoncenter.org/sites/default/files/media/documents/article/magic_weapons.pdf
https://www.parliament.nz/resource/en-NZ/52SCJU_EVI_93630_JU69172/ec59cb5bfacf8217b4d55c2200ba6e5875ce9943

6

d. pressure central government to pursue policies that suit PRC interests and
control water rights and land use, and
e. local governments do not have foreign policy expertise or advisors, or access to
regular national security briefings, implying that they are vulnerable to
penetration.
Brady noted (p. 8) that in
New Zealand’s 2016, and 2019, local government elections had a number of
instances of candidates with clear CCP united front connections, and mayoral
candidates who received funding from figures involved in united front work
organisations. Currently the Serious Fraud Office is investigating both Auckland
Mayor Phil Goff, and Christchurch Mayor Dalziel’s election expenses and income
….
More broadly, she explained, (p. 10):
The CCP has a comprehensive strategy to target foreign economic and political
elites, in order to get them to promote China’s foreign policy agenda within their
own political system, to encourage them to relay information on foreign
government intentions, strategies and the attitude of key actors towards China,
as well as to provide access to cutting-edge technology …
The Chinese People’s Association for Friendship with Foreign Countries (CPAFFC, Youxie,

The information taken from pages 8 and 10 of
the report is copied correctly.

Note: 2020 China-New Zealand Forum has been
postponed indefinitely due to Covid-19

友协) —a united front organization—is in charge of China’s sister city relations. Since
2015, CPAFFC has run an annual China-New Zealand mayoral forum. The theme for the
2020 China-New Zealand Forum will include the topics of climate change and Belt and
Road Initiative (BRI), Xi Jinping’s signature project. BRI is a China-centred political and
economic bloc, one that will reshape the global order.

7
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An interim conclusion is that RLC’s decision to offer a PPP to Trility NZ Ltd could be in
part a consequence of CCP foreign political interference in New Zealand’s local
government and potentially in breach of the Overseas Investment Act (July 2020) which
warrants investigation.

Opinion/speculation
The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.

Manipulation of democratic decision-making
14

The second theme to public concerns about outsourcing to Trility is the Mayor’s
undemocratic manipulation of decision-making processes.
It was claimed by the Mayor at the 23 July meeting of SP&F Committee and at full
Council on 26 July that iwi were fully supportive of the proposal to outsource
wastewater management to Trility NZ Ltd. A highly respected kaumatua, who
participated as a member of the Te Arawa Partnership, has recently confirmed to me
that two issues caused Te Arawa to pull out of helping select potential private sector
partners well over a year ago.
The first was the difficulty of estimating the costs, and likely PPP budget blowouts,
due to ageing infrastructure. The second was the culturally unacceptable proposal to
pump treated wastewater back into Lake Rotorua.7
The Te Arawa Lakes Trust has since taken an identical stance, confirming that the
Mayor’s claims that iwi are supportive were probably deceptive.

7

In regard to the SP&F meeting 23 July, the
Mayor’s reference to Iwi is as follows:
“seeing the staff here this morning beside you –
your team Stavros – and also seeing the partners
that you brought to day of Te Arawa was very
moving to us because we have said in our writing
of contracts we want to see local, we want to see
future opportunities for our people, we want to
see them seeing that if you come to Rotorua you
can live here, you can have a great career, and
that is what you are offering us with this contract
that we are considering today.”
See attachment 14 for full transcript of Mayor’s
statement in support of the proposal.
In regard to the Council meeting 29 July (not 26th
as noted by the councillor), the Mayor’s
reference to iwi was as follows:
“also iwi [are] really expecting us to treat our
environment with greater respect and their role
in environment issues….We could put our WWTP

This proposal is also opposed by a vast majority of those given formal standing in case ENV-2020-AKL-000052 before the Environment Court.

8

upgrade and the solution that we will ultimately
find with iwi, forward for that funding support…
We heard very clearly from Stavros today that
this is a way for us to collaborate with iwi….And
some of the answers today I hope have helped
the public understand that their concerns that
they expressed are something that are included
in the contract that we are going to have to have
with this consortia and with iwi.
See attachment 15 for full transcript of Mayor’s
closing statements prior to councillors voting on
the proposal.

Trility has committed to a unique collaboration
with iwi, through MOU with Te Arawa Collective
that includes training opportunities and
community and environmental and cultural
education programmes
See attachment 11: Statement of Proposal (“One
10 Year Contract: proposal 1” on p7)
The issue relating to discharge of treated
wastewater, which is currently with the
Environment court, is separate to the contract
relating to operation, maintenance and renewal
of Rotorua’s wastewater network infrastructure.
The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.
9
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Respectful consideration of antagonistic public feedback was significantly hampered at
the Hearings on 25 June by the Mayor and Cr Merepeka Raukawa-Tait accusing me of
predetermination8 and disrupting my presentation when I followed the precedent set
by Cr Cliff Lee and presented at the Hearings as a citizen and then re-joined council as
a councillor.

In regard to accusations of predetermination see
No. 16 below.

Evidence has been found that Cr Cliff Lee did
on more than one occasion present at
hearings and then re-join council as a
councillor.
See attachment 4 for example: 2001 Draft
Annual Plan submission hearings.

16
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The CE claimed9 that the “worst-case scenario” of predetermination would be an
affected party challenging a council decision through judicial review. However, the
question of predetermination would only have been relevant if my vote was required
to achieve a majority and a member of the minority challenged the decision. The CE

Legal advice was sought from Tompkins/Wake
on this matter (see attachment 12: Tompkins
Wake “Advice Regarding Elected members
WasteWater Network Management Contract
RLP17158, 22 June 2020.

should have known this, as should have the Council’s legal advisors.

This advice was shared by Tompkins/Wake at an
SP&F meeting, 30 June 2020 (see attachment 13)

Deceptive justifications were also used to gain the support of some elected members. A
previous mayor (2004 - 2013 ) submitted against the proposal at the Hearing on 25 June
due its bias in favour of one predetermined option.10 He also said there were "far too
many risks and far too many unanswered questions" with the proposal … "This
[system management] can be done in-house. This is your core business."

Previous Mayor was Kevin Winters (current
BOPRC Cr)
Bolded statement is opinion of submitter.

8

https://www.nzherald.co.nz/rotorua-daily-post/news/article.cfm?c_id=1503438&objectid=12343069
https://www.nzherald.co.nz/rotorua-daily-post/news/article.cfm?c_id=1503438&objectid=12347632
10
https://www.nzherald.co.nz/local-democracy/news/article.cfm?c_id=1504814&objectid=12343076
9
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Consideration of the Government’s proposed Three Waters Reform Programme by the The information below disproves the Cr’s
accusation that mayoral action and inaction
RLC was also impeded by mayoral action and inaction.
An invitation dated 6 July, from the joint central and local government Three Waters
Steering Committee to elected members, appropriate senior officers and iwi partners
to attend briefing workshops, was not extended to Rotorua’s district councillors.
Instead, on 14 July, Bay of Plenty regional councillors shared the invitation and indicated
that the nearest workshop would be available in Tauranga on 23 July. This opportunity
then appeared to be pre-empted by a RLC Governance workshop being called on the
same morning, with the SP&F Committee being called that afternoon. The Deputy
Mayor indicated that elected members could attend another Three Waters workshop
except that it was after the RLC Governance workshop and SP&F meeting.

impeded consideration of the Government’s
proposed Three Waters Reform Programme.

Background
A Steering Committee statement announcing the
3 waters workshops was sent by Clare Wooding
(LGNZ) via email on 3 July to Mayors, Chairs and
CE’s stating that “[LGNZ] will be in touch soon
with more detail and formal invitations will be
sent to you, elected members, senior council
officers and your iwi/Māori partners.”
Cannot find evidence of an invitation dated 6 July
being received by either the Mayor or CE via
email.
BOPRC Cr Lyall Thurston sent an email (14 July)
to RLC Crs advising of the Tauranga meeting only
on 14 July in Tauranga. (The wording of the email
may indicate that a further invitation had not
been sent from LGNZ)
An email response to Cr Thurston from Deputy
Mayor Dave Donaldson on the same day,
copying in all Crs, advised that the Tauranga
workshop clashed with Council’s SP&F meeting.
In regard to the Cr’s accusation of ‘pre-emption’
the ‘schedule of report deadlines’ shows that a
Council meeting had been scheduled for the 23
11

August since the beginning of the year. This was
changed to an RLC Wastewater Services
Workshop SP&F meeting on 14 July.

Note: during the 23 July workshop and SP&F
Committee meeting, elected members were
informed that discussion regarding the 3
waters reforms will be had at a later date
and that this did not prevent Council from
making a decision regarding Trility. They were
informed that: the reforms were considered as
part of developing options for delivery of
wastewater services; the contract makes
allowance for any potential change in control
and ownership of wastewater services; the
proposal was not misaligned to the reforms; the
contract will not prevent Council from taking
part in discussions with Central Government and
making future decisions; Council intends to be
involved in these discussions.

Councillors were advised of this again during
the subsequent Full Council meeting at
which the contract with the Trility
consortium was approved.
See attachment 8: Documentation relating
to Three Waters Reform programme
workshops and clash with RLC Wastewater
Services Workshop and SP&F meeting
12
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An attempt to inform elected members’ decision making about the Government’s
Three Waters Reform Programme was deliberately thwarted by the chairs of SP&F
and Council, Cr Merepeka Raukawa-Tait and the Mayor. Cr Raj Kumar and I attended
the LGNZ/ SOLGM/ DIA workshop in Auckland on Monday 20 July. However, the SP&F
Chair, with the explicit support of the Mayor, ruled out consideration of the Three
Waters Reform Programme at the 23 July meeting as “irrelevant”.

Opinion/speculation
See also notes in No:14

In my view, this deliberate suppression of information prevented us from making
crucial information available to fellow councillors and significantly impaired their
decision making.
20

There is at least one key and unresolved point of contention between the Trility and the
Three Waters Reform models. The outsourcing proposal assumes that the heavily
indebted RLC will retain full ownership of its water assets and related debt for the 10year contract, thereby keeping all borrowings on its balance sheet and using rates
rises to fund Trility’s profits. In sharp contrast, the Three Waters proposal is that
councils share asset ownership and related debt by moving them on to the balance
sheet of new supra-regional water entities, in return for massive infrastructure
upgrades, not-for-profit management and expert contracting, all prospects congenial
to ratepayers.

Comments re asset and debt transference are
assumptions/speculation
In regard to the government’s Three Waters
Proposal there is no detail yet, no decisions have
been made. TLAs have been encouraged to
discuss and explore options as part of the
proposed reforms
“The formation of a joint Three waters Steering
Committee …[will] provide oversight and
guidance to support progress towards reform,
and to assist in engaging with local government,
iwi and other water sector stakeholders on
options and proposals.”
See attachment 8 p. 2 for email from 3 Waters
Steering Group
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A deceptive claim made by a senior official was that outsourcing would avoid
Wellington-style sewage disasters11
and another was that it was "unaffordable" and "impossible" to find $200m to
"capture the lost ground" on sewerage infrastructure.12 The Trility outsourcing
contract will not mobilize capital investment.

22

After the Council meeting on 29 July, another previous mayor (1992 to 2004 )13 said
that residents and business people would have "even more reason to be concerned"
because it was hard to get accurate figures because "information has been withheld"
and the project had been handled in a "non-transparent way." He was referring to
Council’s refusal on July 28 to answer ten questions submitted by the Rotorua Daily
Post. In his view, the 7-4 majority was “definitely not a good way for [the] council to
make such an important decision and speaks volumes of the poor process that has
been adopted by [the] council leadership.”

There is no deception and no claims.
The official provided evidence-based examples of
actual incidents that have occurred.
The official has intimate knowledge of
Wellington system and issues and has 35 years’
industry experience.
The previous Mayor quoted is Grahame Hall.
Information was not ‘withheld’. Response from
CE Geoff Williams to questions seeking contract
details and provisions, information about Trility’s
profit expectations and commentary was: “This
matter will be discussed, and a decision will be
made, by the full Council at their meeting
tomorrow (Wednesday 29 July). It would be
inappropriate to comment further on this prior
to then.”
Regarding process undertaken – see timeline
below (as outlined in Stavros Michael
presentations during 23 July workshop and
subsequent SP&F and Full Council meetings:
 Staff started working on this in August
2017

11

https://www.nzherald.co.nz/rotorua-daily-post/news/article.cfm?c_id=1503438&objectid=12333467
https://www.nzherald.co.nz/water/news/article.cfm?c_id=362&objectid=12352072
13
https://www.nzherald.co.nz/local-government/news/article.cfm?c_id=250&objectid=12352424&fbclid=IwAR13ImiO_QW1kNhh9mvavfFhY8YUU-tdrQaCnGGPFuA1ByofU6ZtxWs7T8
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October 2017 LTP workshop for elected
members, outlined proposed approach
to procurement process
November 2018 staff reported to Council
following procurement
April 2019 consulted on proposed new
way to deliver wastewater services as
part of 2019/20 Annual Plan consultation
(see attachment 9 p14).
Nov 2019 following elections, proposal
was discussed as part of elected member
induction tours which included a tour of
the city’s wastewater treatment plant
Nov 2019 workshop re Annual Plan
March 2020 workshop re Statement of
Proposal before consultation which
sought feedback re proposal to maintain
asset ownership and decision-making
and enter into a network maintenance
contract
Between these dates there were regular
updates through Operations &
Monitoring Committee meetings

This was a democratic decision, passed by a
majority vote.
23

An interim conclusion at this point is that RLC’s decision to offer a PPP to Trility NZ Ltd
could be in part a consequence of it’s decision making process being manipulated by
the chairs of the SP&F and Council meetings to suppress consideration of alternative

Opinion/speculation
The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
15

models and the Government’s Three Waters Reform Programme and warrants being
conducted de novo.

fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.

The PPP contract is not in the public interest
24

Since the 2019 local body elections, RLC’s elected members have been repeatedly
presented with a predetermined solution to a problem. The predetermined solution to
the failure of the mix of internal management and local contracts to manage the
wastewater treatment system was to outsource the management of Rotorua's
wastewater system to the Trility consortium.

Recommendations regarding this proposal have
been put to elected members since 2019.
It is the role of officials to give effect to the
direction set by Council, to explore options and
make recommendations.
This process began in 2017/18. See timeline
below:
 Staff started working on this in August
2017
 October 2017 LTP workshop for elected
members, outlined proposed approach
to procurement process
 November 2018 staff reported to Council
following procurement
 April 2019 consulted on proposed new
way to deliver wastewater services as
part of 2019/20 Annual Plan consultation
(see HERE – go to p14 headed Delivery of
Wastewater Services).
 Nov 2019 following elections, proposal
was discussed as part of elected member
induction tours which included a tour of
the city’s wastewater treatment plant
 Nov 2019 workshop re Annual Plan
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Unmentioned in these presentations was that Trility NZ Ltd had already be given a $1
million annual contract to embed three managers in Rotorua’s wastewater treatment
plant, presumably to improve its performance. Elected members of Council have not
been given a systematic evaluation of that contract, and its outcomes, before being
asked to consider a PPP.
In effect, the PPP will increase Trility’s $1 million annual contract to $15.6 million a
year for the next 10 years.

March 2020 workshop re Statement of
Proposal before consultation which
sought feedback re proposal to maintain
asset ownership and decision-making
and enter into a network maintenance
contract
Between these dates there were regular
updates through Operations &
Monitoring Committee meetings

Regarding claim of $1m annual contract: This is
incorrect
During the past year there have been three
pieces of work that needed to be done which
required external expertise –
commissioning/testing of the new
Rotoiti/Rotoma wastewater treatment plant;
design of components of the city wastewater
treatment plant to replace old components at
the end of their life; and network assessments to
prepare the renewal programme for the coming
years. These works, irrespective of the proposal
relating to delivery of wastewater services,
required external expertise which was provided
by Trility and Fulton Hogan at a total cost of
$460,000.
The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.
17
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More, the contract is CPI-indexed and flexible enough to meet the costs of achieving
agreed performance standards and any revisions. Some of the implications can be
projected. For example, between March 2019 and March 2020, New Zealand CPI
inflation rate went up by 2.5 percent.14 If that inflation rate is applied to the Trility
baseline annual price of $15.6 million, it will compound to about $20 million per
annum in the next 10 years, before demands for additional payments are considered.

Every contract has provision for CPI adjustments
to minimise financial risk to Council.

Ratepayers are also concerned about the contract being a PPP because they will have
to fund Trility’s profits from their targeted rates.

See previous notes in no.3 and n.10 for notes on
ratepayer concern.

The scale of likely profits was indicated by one of the expert submitters to the 25 June
Hearings. He calculated that Trility's standard profit margin over the last five years has
varied between 16.5 and 19.9 per cent of revenue.15 If so, then given the baseline
annual price of $15.6 million, between $2.5 to $3.1 million will have to be taken from
targeted rates and leave Rotorua’s economy.

These figures are the calculations of the
councillor.

The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.
87% of wastewater services are currently
outsourced to a variety of contractors, all of
whom have profit margins.
Comments and calculations regarding Trility
profits as a result of this contract are
opinion/speculation

14
15

https://www.stats.govt.nz/information-releases/consumers-price-index-march-2020-quarter#:~:text=Annual%20change,for%20housing%20up%203.7%20percent.
This estimate has been challenged by a senior official who claimed that 7-8 per cent profit on revenue was more likely, but which appears implausible.
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Ratepayers have two questions.
1. Instead of outsourcing the management for $15.6 to $20 million over 10 years,
plus paying for escalating profits, why can’t Council’s corporate management
reform the current mix of internal management and local contracts?
2. Why would Council give away profits by having a public-private partnership
with Trility? It would add it to the profits already leaving our economy to CLM,
for managing the Aquatic Centre, and to iPark, for managing our CBD parking,
and so on, all in a Covid context where wage subsidies will run out at the end of
September.

See previous notes in no.3 and n.10 for
information on ratepayer concern and how many
may be asking the 2 questions
If ‘ratepayers’ is referring to RDRR members, the
group has 700 members (not know if all are
Rotorua ratepayers and/or residents). There are
27,000 ratepayers and 72,500 residents in
Rotorua.
For answer to question 1 see attachment 11:
Statement of Proposal (“Optimise Current
Method: Proposal 2; Potential Risks With This
Proposal” on p15 )
Optimising current arrangements still sees RLC
carrying all the risk. Preferred option minimises
most of the risk to RLC.
Question 2 is Cr Macpherson’s opinion

29

There is, however, another $12.5 million to $15.5 million of ratepayers' money at risk.
If Council cancels the contract,
Trility is entitled to five year’s profit. There is no reciprocal payment required if Trility
walks away.
This lop-sided power in the contract also enables Trility to progressively renegotiate
the contract to make even greater profits at risk to ratepayers.

This is incorrect.
There are contractual safeguards and remedies
in place to protect RLC against a variety of
scenarios, including the unlikely scenario that
Trility “walks away”, and to ensure there is no
interruption/disruption to the delivery of
wastewater services – which are essential
services – to the community.
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Finally, the RLC’s Statement of Proposal identified seven major problems to do with our
three waters’ systems; ageing infrastructure, growth in demand, increasing compliance,
effects of climate change, funding and financing, internal capability, and regulating the
quality of services.
It is widely accepted that under investment in wastewater infrastructure has been a
major causal factor of these seven problems over decades. However, awarding a
wastewater management outsourcing contract will not solve any of these problems.
The Three Waters Reform Programme will, potentially, address all of them and help
shift the burden of debt and investment and management to the new entities.

Re bolded statement – this is incorrect.
This is a fixed price contract to manage the
wastewater network, including accepting
responsibility for any network failure and
meeting all statutory requirements and providing
all required human, material and technical
resources. This arrangement addresses the
majority of the challenges outlined in the SOP
with regulating the quality of services remaining
the responsibility of RLC.
Re statement regarding 3 waters reform
programme – this is not known, no detail or
decisions yet.
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An interim conclusion at this point is that RLC’s decision to offer a PPP to Trility NZ Ltd
was not in the public interest because it was premature and warrants being conducted
de novo to take careful account of the Government’s Three Waters Reform
Programme.

Opinion/speculation
The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.
In regard to the government’s Three Waters
Proposal there is no detail yet, no decisions have
been made. TLAs have been encouraged to
discuss and explore options as part of the
proposed reforms
“The formation of a joint Three waters Steering
Committee …[will] provide oversight and
guidance to support progress towards reform,
and to assist in engaging with local government,
20

iwi and other water sector stakeholders on
options and proposals.”
See attachment 8 p. 2 for email from 3 Waters
Steering Group
Recommendation
33

The interim conclusions above point to the possibility that the RLC’s decision to offer a
PPP to Trility NZ Ltd could be in part a consequence of
1. CCP foreign political interference in New Zealand’s local government and
potentially in breach of the Overseas Investment Act, and/ or
2. it’s decision making process being engineered by the chairs of the SP&F and
Council meetings to suppress consideration of alternative models and the
Government’s Three Waters Reform Programme.
If so, the former possibility warrants investigation, while the latter warrants the RLC’s
policy process being conducted de novo without bias and predetermination.
Hence my I appeal to you and the Overseas Investment Office (OIO) in the public
interest is for you to suspend the signing of the PPP contract until you have had time to
consult with relevant Cabinet and Opposition colleagues and the OIO has been able to
conduct appropriate inquiries.

Opinion/speculation
The Trility contract is not a Public Private
Partnership (PPP) - it is a performance-specified,
fixed cost contract which has been reviewed by
Deloitte to assess any financial risk.
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Attachment 1: Complaints re PPP contract and potential breach of Overseas
Investment Act (Letter from Cr Macpherson to Hon Nanaia Mahuta (3 August 2020)
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Attachment 2: Brady, A. (September 16-17, 2017). ‘magic Weapons: China’s political
influence activities under Xi Jingping [ Conference paper presented at the Conference
on ‘The Corrosion of Democracy under China’s Global Influence” supported by Taiwan
Foundation for Democracy, and hosted in Arlington Virginia
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Attachment 3: Brady, A. (2020). Inquiry into Local Elections and the Liquor Liquor
Licensing Trust Elections, and Recent Energy Trust Elections, Justice Select Committee,
2020. P.3
Bullets from research paper

Bullets from Cr Macpherson’s letter
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Attachment 4: Cr Cliff Lee - 2001 Draft Annual Plan submission hearings.
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Attachment 5: Invitation to IMFT 2016
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Attachment 6: Invitation to IMFT 2016 – Mayor Chadwick’s report, pg 1
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Attachment 7: MoU between Rotorua and China Travel Service Head Office henan Co.
Ltd. of China Travel Service (HK) Group Cooperation

45

46

Attachment 8: Documentation relating to Three Waters Reform programme
workshops and clash with RLC Wastewater Services Workshop and SP&F meeting
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Attachment 9: RLC 2019 Annual Plan
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Attachment 10: Analysis of submission points
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Attachment 11: Sewerage + Sewage - Statement of Proposal
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Attachment 12: Tomkins/Wake Advice regarding elected members / WasteWater
Network management Contract RLP017158 [Letter 22 June 2020]
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Attachment 13: Sp&F Meeting 30 June 2020
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Attachment 14: Transcript of Mayor’s statement in support of the proposal at SP&F
meeting, 23 July 2020
23 July SP&F
https://www.youtube.com/watch?v=8bbwAzrG5Uo - 1:34:32
Certainly speaking in support of this and I think it takes us back to your opening conversation this
morning Stavros where you said we must address the problem, and the time to address the problem
is now, not to feel uncertain about any government change, we can be sure there’s going to be
heightened by regulatory reform in the waters space and that’s clear to us here. I am incredibly
impressed at the consortia that you brought before us this morning that showed the strength that I
don’t think we’ve felt before actually of those that have worked with you – Deloittes, Trility, Fulton
Hogan, Morrison Low, the whole team that came this morning was incredibly impressive. And what I
clearly see that this isn’t about contracting out, it’s about bringing the best international experience
in to Rotorua to work with us on our water network and that’s something that I don’t think I’ve felt
before, before today. I’m totally confident with the expertise that was there legally looking at the
robustness of the contract. I think there were some good points raised by fellow councillors about
the vigour that we need to be assured to have the confidence about the level of investment, and I
just want to finish by also saying, seeing the staff here this morning beside you – your team Stavros –
and also seeing the partners that you brought to day of Te Arawa was very moving to us because we
have said in our writing of contracts we want to see local, we want to see future opportunities for
our people, we want to see them seeing that if you come to Rotorua you can live here, you can have
a great career, and that is what you are offering us with this contract that we are considering today.
I think it’s incredibly innovative . I can see already that other councils will be saying ‘how did you get
this far down the track over the last three years’ and instead of waiting for a top down approach
about how could we join up, and I’m confident that this could be scaled up to, to include other
regions, and I’m sure they love the innovation too. I’m just most relieved that this addresses the
problem. We cannot prevaricate and muck around while waiting for indications of any government
about where they’re going. Our infrastructure is in a state that must be invested in, must be
maintained, and the terms of the contract, as Cr Donaldson said, about ensuring that we do invest as
we’d already all supporting in our 30 year infrastructure plan is such a positive initiative. I’m glad it’s
come today, I’m glad we’ve followed the special consultative procedure. To me it showed that the
community’s only concerned about bits of it and if we then go out, once this goes through council,
and hold workshops about what this is going to look like and what it will to deliver, our community
will be confident yet again. You proved to us when you went through streetlighting, through all of
the other previous contracts that we’ve had since you came Stavros, that the sky hasn’t fallen in and
service delivery for our people and our community has continued. So in terms of your stewardship I
want to congratulate you. You’re often not told that publicly. I think being an infrastructure lead is
one of the most challenging in council but well done with your stewardships and well done for
holding to the values in your team and your organisation about what we can deliver when we do it in
an innovative and collaborative way. I certainly support this.
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Attachment 14: Transcript of Mayor’s statement in support of the proposal at Council
meeting, 29 July 2020
Council 29 July 2020
https://www.youtube.com/watch?v=fZxbSBSAXlQ
2:34:40
As the mover I sensed quite a mood from even our presentation last week where you think as a
Council we’d done so much in terms of carrying the conversation forward from 2015 and then when
you see the public response you realised you never do enough actually for bringing the community
with you on change, and change itself is the big challenge that we’re facing, and we’re facing from
two prongs – one is government who’s requiring much much higher requirements and the drinking
water regulator came out today; also iwi really expecting us to treat our environment with greater
respect and their role in environment issues; and also our wider community who has made it very
clear especially after the Ngongotaha floods and the weather event and climate change, they won’t
accept any failure of infrastructure or water contamination, and that is absolutely right and that’s
the purpose why we’re here today. We’re also guided by the four wellbeings of this government.
And I think the thing that I’ve learnt from the presentations that I’ve sat in since 2015 actually is that
it’s time for our community to get certainty. They do need certainty and that’s what they’ll get after
today and they also need an assurance of reliance when they turn on the tap, that there isn’t a flood
outside their street in an unusual weather event. So I think today is a critical decision for us as a
council to make on behalf of our entire community. I want to mention a little bit about the
government proposal because there is some disquiet, and I’ve seen it since last well, which is great,
just sit on your hands and wait and do nothing. Look government itself has signalled to us that doing
nothing is not an option and if you’re going to sit there and do nothing and look after your
infrastructure network end to end on the three waters, we will set in. And we’re seeing more and
more of that happen. And I went to the DIA workshop in Hamilton last week and you could see very
clearly from the steering group that they are moving very fast, we’ve got to sign the MOU with the
DIA to enter into a partnership discussion with government, another partner, about how do we
intend to manage our infrastructure. When we sign that agreement, which we certainly will as a
council, particularly if this gets through today, then we are able to also put our hands out for some
investment of that $761m that is going into the national water overall package and we will be in
there. We could put our WWTP upgrade and the solution that we will ultimately find with iwi,
forward for that funding support. So this Trility partnership, it’s really a collaborative partnership. I
am very tired of the discussion about this being us as a council abrogating our responsibility in
flicking this out to a private consortia that take the profits offshore, and that’s what I’ve heard from
many that wrote to us, some of the phone conversations that we’ve listened to. We are not
contracting out. We heard very clearly from Stavros today that this is a way for us to collaborate
with iwi, with major major consortia that can help us with our infrastructure management, and also
help us with a partnership agreement with central government, and we can then participate in the
government’s process. So I was astonished to hear from an academic in Palmerston that this has
been rushed. I’ve been on this council since 2013, and I think Stavros gave us a glorious overview of
the process. Those of us that participate in committees of council as well as the council meetings,
and the workshops, must must have had an understanding, must have understood about Trility.
There’s no new news, it was nothing shocking. They came into the discussion that we had prior to
the election. So today’s decision’s a result, as Stavros took as through, multiple workshops. And you
know, of our 27,000 householders, actually we got 27 submissions, but they’re 27 submitters that
had a right to submit and good on them participating. And some of the answers today I hope have
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helped the public understand that their concerns that they expressed are something that are
included in the contract that we are going to have with this consortia and with iwi. Astonishing too
that I don’t think the public understands that so much of our infrastructure is now outsourced
around our three waters. And I’m embarrassed also that the state of the infrastructure that has
bene made clear to us as councillors that the 30 year infrastructure plan has been so under-invested
and that certainly needs an investment so we get up to a very sound baseline to give us our public
confidence in us. As elected members too, we must ask those hard questions – we should – and you
did today and thank you again for that – about cost effectiveness for our ratepayer, with safe and
reliable infrastructure that we’ve all come to expect. Regardless of an option there will be an
increase in costs. Central government’s clearly signalled that they’re going to raise the bar on the
regulation threshold so that the public has that right to feel that the drinking water is safe, that the
stormwater is not inappropriate discharged. And we’ve also got new infrastructure coming on like
Rotoiti Rotoma. I’m particularly thrilled with the consortia about the innovation that it’s going to
bring, the science, the best evidence, that’s going to be international that helps us and our council
staff and the team here and in our WWTP to actually have access to expert knowledge, skills and
innovation, but also great to hear about job opportunities for our own people and as Sandra Kai
Fong mentioned, keeping it local as much as we can, and they’re good questions to ask. So this isn’t
a time for us councillors to sit on our hands and say this isn’t the right time, wait for certainty from
government. I’ve been in government. That is clearly going to take at least 3-5 years until we get
certainty with any outcome from the next election, and government won’t come in and bail us out.
This is our responsibility, it’s our environment, our people, and our infrastructure, and they’re not
prepared to tolerate failures in the system, and I’m not prepared to carry the risk. Some were saying
today that we will not support this decision today. If you keep things the same as they are, you get
the same results. We will all risk another Ngongotaha or even worse next time. I always remember
Stavros coming to us to actually report, that wasn’t a localised event, it was much wider, it went out
into the rural sector, it went into the old established part of our town, and we need to do something
about it, and today’s our opportunity to enter into an innovative partnership collaboration that will
bring greater expertise, technical expertise. I’m very happy about the contract with the right to
audit, the non payment for service failure, all those sorts of things that we as councillors had the
right to ask, and I thank you Cr Tapsell for actually asking those questions at the table because we
need that assurance for our community about the contractual obligations that go with our decision
today. So in making the decision today simply in a nutshell, to not make a decision you are risking
our infrastructure and you are going to keep that very high level of risk within our council. It’s not a
safe decision, that decision, and for me it is not defensible and it’s irresponsible, so I look forward to
the rest of the debate today. And we’ll move on now. Every councillor has the right of 5 minutes to
speak and I think this is such a momentous decision every councillor is encouraged to take up that
opportunity.
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