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Subject: Utility assets and services 
 
Attached draft sent to you all, except Richard (Cardno TCB), with Mel's suggestions and my 
somewhat hurried response on matters he felt arose from my draft. 
  
Regards 
  
Tom  
Dear All 
  
In order to advance our thinking on the ownership of utility assets and the provision of services, and 
how we might gain CCC acceptance of this structure we have outlined below possible steps that 
might be taken. I have included descriptions of likely ownership structures in order to provide an 
appreciation of possible underlying funding and security arrangements as these may become relevant 
in the event CCC tries to delay introduction of privatisation.  
  
Perhaps if you were to briefly review these to see they that they are not off line in some fundamental 
respect, and phone or email such initial thoughts, following which I will circulate a further draft which 
we might discuss over a conference call. 
  
1. An entity is formed, say Village Infrastructure Ltd ("VIL"), to hold the infrastructural assests, that is 
all land and improvements, less residential and retail sections. (For tax purposes VIL could be an 
exisitng Apple Fields ("AFL") subsidiary. Delta could participate in the ownership of the assets by 
purchasing a fractional share of the assets under a joint venture structure, with a similar opportunity 
perhaps available to CCC or another third party). 
  
2. The land is presently owned by Noble Investments Ltd, with profits on development shared 95/5 in 
favour of AFL, which has the role of developer. As the land is developed and titles 
issue the ownership of the infrastructural assets could be transferred to VIL, with easements in gross 
in favour of purchasers and the public at large, where appropriate, for example over roads. (Subject to 
taxation rules the transfer might take place at a nominal value, thereby allowing existing funding lines 
to attach to exisitng titles and titles issuing for residential and retail sections).  
  
3. VIL would provide purchasers of sections with services, including maintenance of assets and 
utilities, both those traditionally provided by CCC and those by third parties, with other providers 
excluded. 
  
4. The present subdivision plan be amended to show the infrastructural assets vesting in VIL, 
attaching to which application would be a description of the structure including: 
        i. easements over land VIL's land assets, such as roads and reserves, in favour of purchasers 
and the public, where appropriate, 
        ii. draft encumbrances and covenants over sections, in favour of VIL, covering rentals for assets 
and charging mechanisims for services, such as maintenance and utilities, 
        iii. pricing mechanisms and any competition questions, 
        iv. legal position of CCC in its regulatory role of approving subdiivision and survey plans, 
including as to prevailing questions, such as road widths,  
        v. role of CCC as service provider and obligation to provide VIL with access to these and to 
reduce rates to extent VIL provides an alternative service, 
        vi. robustness and longevity of service arrangements. 
  
5. Initially discuss this information with legal team at CCC, highlighting any arguments which might 
encourage CCC to allow privatisation of Noble Village as an exception. 



  
6. AFL to contact selected councillors and also MPs who might have an interest in the broader 
question of economic efficiency at a local boby level, including, Hide, Joyce and Smith so they can 
join in lobbying of councillors and possibly introduce enabling legislation. 
  
7. VIL would enter into agreements with various utility companies for the provision of services. 
  
8. Localised body corporates might be established for the management and maintence of each 
precinct, with AFL retaining a controlling vote. 
  
9. Delta would enter a joint venture with VIL, purchase a share of the assets and have the first right of 
refusal to supply certain services. 
  
10. AFL develops privitisation, alongside "traditional neighbourhood developemnts" - New 
Urbanism, as a platform within overall marketing approach to sale of residential units and retail 
development. 
  
1    how is the provision of service to the sections to be guaranteed.  A major argument CCC and 
other TAs will have is that the cost etc falls back onto them if the service provider fails;  
  
Are there not three sides to this argument:  
1. if the encumbrances and covenants enable VIL to charge, collect and enforce payment for services 
supplied (with these perhaps written so as to generally reflect the same powers exercised by 
CCC) then if there were a default, CCC (or a holder of a security over VIL) would be able to step into 
VIL's shoes and exercise these powers in order to collect payment for services provided, 
2. so long as CCC reduces the rate levy on Noble Village by a sum which is commensurate with the 
cost CCC would charge for providing such services then the cost of CCC providing these services in 
place or thru VIL will match the sum it is able to collect from landowners. 
3. if VIL has long term (even say 20 years, subject to performance and price) back to back 
agreements with Delta, or provision to let contracts on a contestable basis then there can be no 
argument about the ability to carry the work out. 
  
We could agree to consult with CCC over the design of the infrastructural assets on the basis there 
would be general advantge in making the networks as compatible as possible. This might also assist 
us in gaining the intitiative in establishing the road widths etc we favour, as opposed to CCC's persent 
stance, which presumes it can determine these things, even were privatisation to take place on the 
basis such assets may fall to them following a default. 
  
2    the TA will have to prove what costs it will save by the service provider providing the services - 
this will require a level of transparency they might not be comfortable with; 
  
Hopefully David will be able to guide us on how we can get CCC to reduce rates by the sum we are 
saving it, while it will not wish, or find it easy, hopefully it will be under a statutory obligations to do this 
My initial flick thru the Rating Act indicated CCC's setting of rates must be transparent and represent 
a fair charge for the services provided? The way you have phrased it seems to suggest CCC has to 
demonstrate what it would cost for CCC to provide such services, if not, how would it demonstrate the 
costs it would save.  
  
There may be a variety of approaches here. If we take sewage treatment for example, first we could 
say we want the rates reduced by the sum which reflects the capital value of the local sewerage 
network we are supplying, alternatively we could ask them to transport from our gate, and process, 
the sewage at the rate it generally costs this pprocess, subject to such charge out being correctly 
assessed. Same might aply to roads for example.  
  
3    your funders will have to be brought on board early rather than later as they can be more 
conservative than TAs. 
  
You are probably very well right here and separating out from their security the assets that are 
traditionally gifted to the CCC (which does not strictly happen with that portion of the power 



reticulation which is paid for by the power coy once these assets are installed - we would not wish to 
forward this sum to the financiers as we have funded and are retaining the power lines throughout the 
site) may not be enough as they remain exposed to the risk associated with VIL's ownership and 
operation of these functions, including purchasers' perceptions of this arrangement.  
  
May not cover all points, however look forward to hearing from you all. 
  
Regards 
  
Tom 
  
Ph 365 8949 
  
 


