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This paper seeks approval to the docun \t@'on to eﬁtﬁb\\ﬁ\i@\&the Lake Taupo
Protection Trust and the formal fm%k? angen;\rktsb@reen the Crown,
Environment Waikato and the 1stnct

In December 2003 the j{@m}uﬁ\\ey éreed {c@mg‘rt approach to protectmg the

water quality of LakQagp OL S\«&&j

In Apnl 2004 met agreed gf ding of up to $36.7 million over 15
years, in co G}I% nwith E @g&m Waikato and the Taupo District
e

Councﬂ Tau 0’% uality Protection Programme -
A;gm\(mﬁa/s }s\)]\\/
&/ .

nf land v es in the catchment. The deterioration of the lake’s water

0’s e% ter quality is under threat from the effects of past and
ahty isduet ss run-off of nutrients, and particularly nitrogen.

Iti that the Lake Taupo Water Quality Protection Programme with a
ng Fmﬁ? of $81.5 million to admiriister be governed by the Lake Taupo

ﬁr\zqgon Trust, a Council Controlled Organisation under the Local Government
Aqt

02. Independent interim Trustees have been appointed following a public

-fomination process. The Trust will be accountable to a Joint Committee made up
of representatives from Environment Waikato, the Taupo District Council and the
. Crown, and two nominees of the Tuwharetoa Maori Trust Board.

The project documentation comprises three documents: the Project Agreement, a
Trust Deed and a Funding Deed. Copies of the three documents are attached to
POL (06) 318. The documentation includes the necessary checks, balances,
performance monitoring and review clauses to manage the risks around the
government’s investment in the programme. In effect the Project Agreement and
the Trust Deed form the constitutional arrangements of the project, and the
Funding Deed serves as the purchase agreement.

Environment Waikato has prepared a proposed variation to the Waikato Regional
Plan that contains new policies and rules to manage land use in the Lake Taupo
catchment. The proposed new rules are designed to lock in the nitrogen reduction
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gains of the Lake Taupo programme and are integral to underpinning the
effectiveness of the programme. Hearings have been held on the proposed
variation to the Regional Plan and Environment Waikato is expected to consider
the Hearing Committee’s recommendations in February 2007.

Baseline Crown funding of $36.7 million over 15 years in Vote Environment was

Implications approved in the 2004 Budget for the project. The Crown funding was GST
inclusive. The funding from Environment Waikato an}the Taupo Dlstnzf ’
Council was GST exclusive. \\\

| Az
In the first five year review it is proposed that th %1 fundi %s es,/and the
apparent GST anomaly be addressed. / R

Legislative None.
Implications ” :; : SE

Timing Issues Subject to Cabinet confirm t1 propo On./ncﬂ ﬁmdmg partners plan
to consider the set of doc en von at their 00\ citmeetings in late October.

Announcement Publicity will be plan<n\ck ]omt mgl ments with the programme partners

following endors ﬁx\nlof the pri ] entation by the councils and the
formal estabh@@ent ‘of the }gb :
Consultation The I\/h.n.;)st“er dicates that co ﬁmn is not required with the government

caucise her pathies represented in Parliament.
s parties rep

/\per { epar . DPMC, Treasury, TPK, MAF, DIA, OTS and DoC have
en cons@vfronment Waikato and the Taupo District Council were '

onsulted on roject documentation.

]Zﬁé]{u ister fo Qél\% ironment recommends that the Committee:
\\/ S

10 note \%@ml 2004 Cabinet approved appropriations to develop a policy package
i at reducing the nitrogen levels in Lake Taupo by 20 percent from land within the

ca m ent, and capped the Lake Taupo water quality funding package at $36.7 million
\/( ST inclusive) over an estimated 15 years [CAB Min (04) 13/3(28)];

note that Environment Waikato and the Taupo District Council have committed to
funding the balance of the $81.5 million Joint Fund;

3 note that the administrative proposal for the Joint Fund involves Environment Waikato,
the Taupo District Council and the Crown entering an agreement to fund and implement
the Lake Taupo Protection Trust (the Trust), 2 Council Controlled Organisation under the

Local Government Act 2002;

4 note that the Trust will be accountable to a Joint Committee made up of two
representatives from each of the following parties: Environment Waikato, the Taupo
District Council, the Crown, and two nominees of the Tuwharetoa Maori Trust Board;
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agree to the project documentation attached to POL (06) 318, made up of a Project

5
Agreement, a Trust Deed and a Funding Deed, subject to minor editing and drafting
corrections;

6 note that the Project Agreement and the Trust Deed in effect form the constitutional
arrangements for the project, and that the Funding Deed in effect serves as the purchase
-agreement;

7 authorise the Minister for the Environment to sign the attached pro c /?)cumentatlou/ <\
behalf of the Crown; . < v

8 note that the administrative arrangements for the pro gr: é?ﬁcl /\a formal \w at
five yearly intervals, and that at the first review, five ye O\m_u commenc date
of the Trust, the funding issues and the apparent GS anomal be i&luded\rn the
review; . /

‘ v,

9 pote that the Minister for the Environment indi i/es/ ltyht co H/ﬁg ’;o;s not required with
the government caucuses or other parties <e§en

Bob Macfarlane i}

for Secretary of the Cabinet

</
Copies to:
Cabinet Policy Committee

Chief Executive, DPM
Director PAG, DP. C

Secretary to the T }/
D1rector—Gen s b of Agncultu.re oresiry (Agnculture)

State Semc Co ' oner

Chief Ex Ko
Secretg:ﬁ/:bln vermnent)

\Duﬁ‘st tb{&@é: e:ff‘ Tre&

nts

eneral f orgservauon

rforth

Secretary

onment
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Office of the Minister for the Environment

Cabinet Policy Committee
Protecting Lake Taupo: Joint Fund Administration

Proposal &
1. The purpose of thls paper is to seek Cabinet’s appro {_g?\ \h%rolec@

documentation to establish the Lake Taupo Protect dh which{
form the administrative structure for a scheme to pm\e{; ake Taupo“

water quality.
Executive summary o . :;

2. The Government's funding commltme ake a{er Quality
Protection Programme of $36.7 m Iudlng s confirmed,
through budget processes, by |n A . Enwronment
Waikato and the Taupo District. ci hav c ed to funding the
balance of the $81.5 mllllondc Fu d.

3. The Minister for the Envir ad d to report back to POL

- on a definitive’ fundu@ osal fo bk:lng nitrogen inputs to Lake
Taupo, and how i dmmls;e ed, by 30 April 2004 [POL Min (03)

v 32/9 refers]. ver, k% ger to establish an ‘administrative
structure for te)g\l'}t/fund envisaged and extensions to the

report bac re sou ; d granted.
4. This pa eel?s Cabinet* dorsement of an administrative proposal
invol u{?p iwwonment lkato the Taupo District Courcil and the

: Crown nng n agreement to fund and implement the Lake Taupo
/\F{\Qcthon T Council Controlled Organisation under the Local

ernment A 0{ Interim trustees have been appointed following a

blic no m\Elcﬁ process. The project documentation [attached] will,

ubje pproval, set up the formal funding arrangements between the
gov }*t) the Councils and the Trust.

ust will be accountable to a Joint Committee made up of two

esentatives from each of the following parties: Environment Waikato,

e aupo District Council, arid the Crown; and two nominees of the

uwharetoa Maori Trust Board (as holder of the title and kaitiaki of Lake
. Taupo for Ngati Tuwharetoa and its hapu).

The project documentation is made up of the Project Agreement, a Trust
Deed and a Funding Deed. In effect the Project Agreement and Trust
Deed form the ‘constitutional’ arrangements for the project and the
Funding Deed serves as the ‘purchase agreement’.

7. Subject to Cabinet's endorsement of the proposal, the council funding
partners propose to consider an agreed set of documentation at their

- council meetlngs in late October 2006



Background

8. Lake Taupo's excellent water quality is under threat from the effects of
past and current land use activities in the catchment. The deterioration
of the lake’s water quality is due to excess run-off of nutrients, and

particularly nitrogen.

9. On 10 December 2003 the Cablnet Pollcy Committee (POL) noted that
local and central government are working to protect Lag upo by &
promoting sustainable development through low mtrog uses@
within its catchment. The Minister for the Enwronm ted to§/ /)
report back to POL on a definitive funding proposal g nltrgq

" inputs to Lake Taupo, and how it will be administerA by 30 April ({EZV
[POL Min (03) 32/9 refers]. It has, however, t gfash longér to esta'gllsh

administrative structure for the joint fun A was en\hs\ and
extensions to the report back date were ) t/\

10. The Government's funding commi g}ém\ (o]

million (including GST) was. sub confirmed, “through budget
processes, by Cabinet in Apnl hrs conﬁfm\it 3 was announced
and reflected.in the Estlmate pfopna ons.for the Government of

New Zealand for the Yea #l 005 as an appropriation
agreed for Vote: Enwronm / nV|ro onhmen aikato and the Taupo

. District Council have<(eﬁ1mltted to U{:/ chﬁhe remainder of the $81.5
million programme to \/OVe Lake po" ter quality.

11. This paper e/rgbq‘ré%n and \qe;e\ks Cabinet's approval of, the
administrativ gtpucmre for intFund.

12. Environn\eht\mmkato anﬁ\the Taupo District Council agreed in June
2005 ‘ounc \Controlled Organisation in the form of a
Trust er,the Local'Gavernment Act 2002, for administering the pUbllC
fund

progg:zlme
1 W&als &haie\/éﬁ@d closely. with the council fundlng partners to
re the

project -documentation includes the necessary checks,

@b ancl;e;s;bgrpfénnance monitoring and review clauses fo manage the
ou

risks around-\the government'’s investment in the programme. | am now
n ysition to seek Cabinet's endorsement of the proposed Trust to
%?I ister the fund and implement the programme. The project

Wmentatlon [attached] will set up the formal funding arrangements
een the government, the Councils and the Trust. Subject to

ablnet’s endorsement of the proposal the council funding partners
propose to consider an agreed set of documentation at their council

meetings in late October 2006.

14. Environment Waikato is the authority currently administering the joint
fund on behalf of the fundlng partners pending the formal establlshment

of the Trust.
Commeént

15. In summary, the administrative proposal involves Environment Waikato,
the Taupo District Council and the Crown entering an agreement (the



16.

17.

- 18.

19.

-20.

2@&0 6i

22.

‘project agreement’) to fund the Lake Taupo water quality protection
project. The project will be implemented by the Lake Taupo Protection
Trust, a Council Controlled Organisation under the Local Government
Act 2002. Independent trustees have been appomted in an interim
capacity until the Trust is established.

The Trust will be overseen by a Joint Committee made up of two
representatives from each of the following parties: Environm Pt Waikato,
the Taupo District Council, and the Crown; and two no s, of the
Tuwharetoa Maori Trust Board (as holder of the title and fLaké% 0
Taupo for Ngati Tuwharetoa and its hapu). The Tr unta le

the Joint Committee.

The objective of the Joint Committee is to st blish the Lai%Taupo

Protection Trust and ensure the Lake l; otectio t is
implemented in accordance with the Trus d\

The project documentation is made up OfrOJec %\njent a Trust
Deed and a Funding Deed. In eff Pro;ec reemwent and Trust
Deed form the ‘constitutional’ ir ents j@r\t project and the
Funding Deed serves as the * e agre me Q f/

provide for its g cture\fv mplementation. The Project
Agreement defi rxé e/ objectiv the project and covers the
membership, w; nd oper. th;V »f the Joint Committee.

The smgle objectiv of f { ject is to reduce the volume of nitrogen,

The Project Agreement %
The Project Agreeme /15\ h oundlp%\ nt for the project and will

from manag sou ring Lake Taupo by a minimum of 20.

perce 0\> the 15 éi; s of the project. The manageable sources
ke nutrient run-off from farm land and urban

o the la
arﬁév&%d mqs%mwat/er and wastewater systems). .
\evJ int C \fte;_e/has been in operation since August 2005 and is
V% chaired by Environment Waikato chair Jenni Vernon.
The QXPS!’ bers of the committee are: Mayor Clayton Stent and
Coww\Don Ormsby (Taupo District Council); Councillor Basil
orTis Environment Waikato); George Asher and lan Kusabs

haretoa Maori Trust Board nominees); and Lindsay Gow and Tim
etts (Ministry for the Environment). Subject to the formal approval

wof the structure it could be appropriate for a representative from another

overnment agency (e.g. Te Puni Kokiri or the Ministry of Agriculture and
Forestry) to partner Lindsay Gow, the Deputy Chief Executive of the
Ministry for the Environment, as the Crown’s representatlves on the Joint

Committee.
The Project Agreement includes provisions whereby, in the event that

. the Joint Committee is not reconstituted (following .local authority

elections), or is otherwise inoperative, the governance of the project will
continue on the same basis through a ‘Representative Group’, ie a group
with representatives of each party and a representative of the
Tuwharetoa Maori Trust Board will continue to govern the project.



23. The project documentation provides for the payment of all moneys
directly from the funding parties to the Trust [see clause 5.1]. The Trust,
however, will not apply all of the moneys to the Trust Fund. It will first
pay the costs of establishing the Trust and the operation of the Joint
Committee. The balance of the moneys will constitute the Trust Fund

and must be applied to the purpose of the Trust.
The Trust Deed &
/1o th@

24. The Trust Deed details the powers and prov13|ons rek&ﬁy
establishment of the Lake Taupo Protection Trust ? es. The\
Trust Deed sets out the charitable purpose of tho nd defi ngsd =

structure, monitoring and reporting reqUIrements appo tmentﬁ
between six and eight trustees is the @) nsibility &Joﬁnt

. Committee
25. The Trust will be established as a chant % %mc I QN under the
Charitable Trusts Act 1957. The Tru/st\w ek cha e»status under
the Charities Act 2005. This is \t\\gu)a anteed/% ted, however,

such status would provide the tﬁ tax an uty. exemptions.

26. The Trust is accountable t t% int Co \e and this accountability
will be managed through repara annual Statement of
Intent, by the Trust. T om glven the opportunity to
comment on the St of Inten

27. Following a pub tlon p@ 1e Joint Committee appointed six
trustees, in an’i tenm ca {l the Trust is established, to the
proposed Truét/ t'is an llent group and brings a wide range of
skills, a nd e to the programme. The interim trustees
are /af h g‘ﬁfally)

Wellington) Lawyer/Partner with Kensington

gekan. Fltz erald -
_ Vin Ho\/rto} amilton) Registered Agricultural Consultant.
@ Shn\% (Turangl) Planning Manager- NZ Forest Mangers Ltd
) ° Qs%@gheebone (Cambridge) — Retired. Very experienced with rural

‘ % Jeremy Rickman — (Hamilton) Chartered Accountant
[ *

Susan Yerex — (Turangi) Farmer
LT \..The Funding Deed
28 The Funding Deed records the manner in which the public funders
(Environment Waikato, the Taupo District Council, and the Crown) will

contribute to and manage the public fund.. The Furiding Deed defines
the respective obligations to each other in respect of funding the Trust.

29. For the avoidance of doubt, the Funding Deed explicitly states that any
party’s contributions to the Public. Fund, and the obligations of any party
as a funder, shall terminate in the event of a change in relevant policy
resulting in funding for the project no longer being available [Clause
2.10]. Twelve months notice of termination is required and the exiting



party must try to meet with the remalnlng partles prior to the change of
"policy and after service of notice of termination to discuss the

implications for the project.

Review provisions

30.

The project documentation lncludes robust review provisions, mcludmg

o A requirement to review the project at five-yearly interv } [Clause -
10.2 Project Agreement and Clause 6.1 Funding Deed]
eég/;a/re no

e An ability to review the project at any time if th

satisfied with the Trust's performance. This rev l ’mggered&gb

majority of ‘the funders consider the Trust not” meetin

obligations and has not improved its p rma foll
agreed plan with the Joint Commlttee [Cla %Fundln
u& f\\

Performance monitoring

31.

32,

K?

- 34.

‘proposed ﬁon expeﬁaliu

The proposed Trust, as a Council Orga?f\aﬁ\a under the
Local Government Act 2002), WIII@\n\‘;g ct to bountablllty and
monltonng provisions contained f tha /A Trust must act

in accordance with its state ent &o?n‘de half-yearly and
annual reports to the Joint Cc %\n &

The documentation re/qu: s a at ent to be prepared and
given to the Joint Co e for co ach year. The Trust must
take into account ents lnt Committee in finalising the

statement of intent. staten‘( U intent must include the requisite
information fl@lﬁd\l' the. ’{faw and scope of activites to be

undertaken) under the Lo%g 6vernment Act 2002 and also the Trust's
nd projections for the next 2 financial

Fundlng d requires the Trust to obtain the Joint

yea Y
Com?xgék's approval te pend more than 15% of the total proposed
? pendl omany one project or item [Clause 4.1].

sues

gl)sl <g\} admlmstratlve structure for the programme off' cials and
coun I( st reallsed that the council funding partners and the

g hye\ had treated GST differently in the set up of the programme.
ncils contributions have been calculated on a GST exclusive

is while the govemment's agreed contribution includes GST. 1 can

nI assume that in designing the funding profile for the programme in
te 2003 each of the parties.assumed, without explicit agreement, that
there was a consistent approach to the treatment of GST.

| have agreed that the best way forward is to proceed with the
programme on the basis of the current, and agreed, funding

‘arrangements. The administrative arrangements for the programme

include a formal review at five-yearly intervals. | propose, therefore, that
the funding issues and the apparent GST anomaly are addressed at the

first of the formal five year rewews

N



Catchment land use policies and rules

" 35. For your information, Environment Waikato has prepared, under the
Resource Management Act 1991, a proposed variation to the Waikato
Regional Plan that contains new policies and rules to manage land use’
in the Lake Taupo catchment. The proposed new policies and rules
include controls for nitrogen emitting activities in the catchment including
for farming activities and new urban development. Depending on the &
outcome of the plan variation process, the proposed mwes and >

‘rules could set some interesting and useful pgev s”for the [
Government's Sustainable Water Programme of Actic \Q\\¥/

36. The proposed new rules are designed to lock in the nitrogen redu ion

~ gains of the Lake Taupo programme and are Wal to und mg e
effectiveness of the programme. '

37. The proposed variation to the reglonal publicl notl led in July
2005 and submissions called for. r S ﬁng /Jn\% chaired by
former Environment Court Judge\ Skelt ow completed
hearing submissions and is due to mplet dehberatlons in late

November 2006. Enwronme“%cf\l ikato st H eﬂhformed my officials.
der the committee’s

that ~ the council is @ to
recommendations in late Fe Fy 2007. the council has released
its decisions, subm| rS\ ill have ' \, appeal decisions they are

not satisfied W|th lronme

38. One of the m ptAntlou suL; ihe heanng committee has had to
".deal with th@bo the rocess is the mechanism by which

forested and\@evelop |s initially treated under the proposed
plan Un the va roposed owners of land that is currently
in a/f or unde oped state cannot develop altemative land uses
unless gen is sourced from other nitrogen emitters in the catchment.
f{m/jfg\g activitie however, effectively capped at existing levels.
oresters Ne/:rgu_ed that their activities are not the cause of

{eIAvated iﬁ\ jeri levels in the lake and it is inequitable for their
<e’/%}:»'pportunities to be.restricted while those whose activities

evelppm t>
are Ieﬁhﬁi)g itrogen can continue at their current intensity.
39. issue Is not about the use of nitrogen capping land use controls,
ch “are integral to the overall programme, but is about the initial
@a tion mechanism used to implement the regime.
/\Gonéultatlon

40 The following government departments that have a direct interest in the
outcome of this paper have been consulted during its preparation:
Department of Prime Minister and Cabinet, Treasury, Te Puni Kokir,
Ministry of Agriculture and Forestry, Department of Internal Affairs, the
Office of Treaty Settlements and the Department of Conservation.

" Environment Waikato and the Taupo District. Council have been
consulted in the development of the project documentation but not
directly on the contents and recommendations of this paper



Financial implications

41. The Government's funding commitment to the programme of $36.7
‘million (including GST) was confimed, announced and reflected in the
‘Estimates of Appropriations for the Government of New Zealand for the
“Year. Ending 30 June 2005 as an appropriation agreed for Vote:

Environment. | A _
Human rights ‘ | , @ &
42, There are no human nghts issues associated with th/p % § ‘

Legislative implications | V\
43. There are no legislative implications result @The proP

Regulatory impact and compliance cost s /ta‘te\

44. The proposal does not require th re ratlon %<\r§ ulatory |mpact
statement (RIS) and business %o cost s Qt; (BCCS). ‘

Gender implications
45. There are no gender imi \tlons assz@ lth the proposal

Publicity

46. Note that puercf/\wm be gged for joint announcements with the
programm ﬁéé foll orsement of the project documentation

by the% S‘gnd thex }estabhshment of the Trust.
Reco% .
@ mend\the Cabmet Pollcy Committee:
B |

' / ote t v rnment’s funding commitment to the Lake Taupo Water
Quall otectlon Programme of $36.7 million (including GST).
ﬁt Waikato and the Taupo District Council have committed

f ing the balance of the $81.5 million Joint Fund.

45 Nt the administrative proposal for the Joint Fund involves

\QEnwronment Waikato, the Taupo District Council and the Crown
entering an agreement to fund and implement the Lake Taupo
Protection Trust, a Council Controlled Organisation under the Local

Government Act 2002.
45 3 Note that the Trust will be accountable to a Joint Committee made up

of two representatives from each of the following parties: Environment
Waikato, the Taupo District Council, the Crown and two nominees of

the Tuwharetoa Maori Trust Board.

454 Agree to the project documentation attached, made up of a Project
Agreement, a Trust Deed and a Funding Deed, subject to minor editing
and drafting corrections.

4



45.5 Authorise the Minister for the Environment to sign the attached project
documentation on behalf of the Crown

45.6 Note that the administrative arrangements for the programme include a
"~ formal review at five yearly intervals and at the first review, five years
from the commencement date of the Trust, the funding issues and the

. apparent GST anomaly will be included in the review.

Hon David Benson-Pope : @
MINISTER FOR THE ENVIRONMENT @ .



