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Cabinet 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority. 

Three Waters Reforms: Further Decisions 

Portfolio Local Government 

On 18 October 2021, Cabinet: 

Confirming the approach to reform 

1 noted that in June and July 202 1, Cabinet agreed to a package ofproposals to transfo1m the 
three waters service delive1y system, and to pursue a refo1m strategy that would enable all 
c01mnunities to benefit from the proposed refo1ms [CAB-21-MIN-0226, 
CAB-21-MIN-0227, CAB-21-MIN-0228, CAB-21-MIN-0269]; 

2 noted that the refo1m proposals involve the creation of four publicly-owned water services 
entities to take over responsibilities for service delive1y and infrastrncture from local 
authorities from 1 July 2024; 

3 noted that the package of refonn proposals reflects that extensive policy, economic and 
legal analysis demonstrates there is a compelling case for change, and a range of benefits are 
offered by a refo1med three waters system and new service delive1y anangements; 

4 noted that in July 2021, Cabinet agreed that: 

4.1 a three waters refom1 support package ofup to $2.5 billion would unde1pin a 
legislated New Zealand-wide approach to refo1m, to ensure no local authority is 
materially worse off financially as a result of refo1m ($0.5 billion), and to invest in 
the future for local government and community wellbeing ($2.0 billion); 

4.2 Cabinet will consider whether to proceed with a legislated ' all in' approach to 
refonn, following a period of socialising the policy proposals and supp01t package 
with the local government sector; 

[CAB-21-MIN-0269] 

noted that: 

5.1 previous papers have explained that the prefened approach is to enable all 
c01mnunities within New Zealand to access the benefits from refom1; and 

5.2 in practice, achieving this would require eve1y ten itorial authority district to be 
included in the new water se1vices entities, and for this to be provided for in statute -
without the ability to 'opt out' ; 
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noted that a number of factors are relevant to decisions about how and when to proceed with 
the refonns, and whether to do this through a legislated 'all in' approach: 

6. 1 whether the case for change and overall package of refo1m proposals continue to be 
robust; 

6.2 consideration of the policy issues that have been raised during engagement with local 
government and iwi/Maori, and the existence of a clear plan for working through 
legitimate ideas and concerns; 

6.3 clarity about next steps, including having comprehensive plans for communicating 
decisions and agreed strategies for implementing the refo1ms; 

6.4 the desirability ofremoving unce1tainties about the nature and the direction of the 
refonns, and enabling the extensive work needed to transition to the new system to 
get unde1way; 

7 noted that these matters have been considered and addressed, and that: 

7.1 there continues to be a compelling and robust case for change, and the evidence base 
has been thoroughly tested and independently reviewed; 

7.2 plans are in place to: 

7.2.1 work through the policy issues that have been raised during engagement 
with local government and iwi/Maori; 

7.2.2 communicate decisions; and 

7 .2.3 implement the refo1ms; 

8 agreed to: 

8.1 proceed with the three waters service delive1y refonns using a legislated 'all in' 
approach; and 

8.2 make announcements shortly after a decision is made; 

9 noted that this decision is being sought following the consideration and testing ofa number 
of alternative models and mechanisms for delivering refonn, including suggestions made by 
councils, and options such as government subsidies and/or guarantees, and relying on 
regulation only to drive volunta1y improvements in service delive1y; 

IO noted that: 

10.1 none of the alternative proposals presented and considered would deliver the 
comprehensive range of benefits and outcomes sought for all New Zealanders, or do 
so without significant financial implications for the Crown and taxpayers; 

10.2 alternative approaches would not work universally, be more costly for households, 
be more difficult to regulate effectively, would reduce the potential for efficiencies, 
would not build the necessaiy expertise and workforce capability, and/or would 
pe1petuate significant differences in access to services, cost, and service quality; 
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11 noted that the need to consider the collective interest of all New Zealanders outweighs a 
desire to accommodate the interests of individual councils and communities through a 
voluntaiy process, and there is a conflict between the national interest and decision making 
based on an opt-out approach; 

12 noted that taking further time to mak e decisions risks losing momentum for reform, and is 
not justified given th e unsustainability of the status quo, the lack ofviable alternatives, and 
the lengthy period ofpolicy development and engagement unde1taken since the Three 
Waters Review was initiated in mid-2017; 

Processes for working through key policy issues 

13 noted that there has been extensive engagement with local government and iwi/Maori about 
the service delive1y refo1m programme, including the recent two-month period for 
socialising the policy proposals and local government suppo1t package; 

14 noted that the engagement has identified some issues for fuither work, but none that 
credibly challenge the case for refo1m, represent fundamental obsta.cles to refonn, or 
materially affect essential elements of the policy proposals; 

15 noted that a significant component of the feedback concerns the proposed ownership, 
representation, governance and accountability aITangements for the new water se1vices 
entities; 

Working group on representation, governance and accountability arrangements for 
water services entities 

16 noted that, in discussion with the joint Central-Local Government Three Waters Steering 
Committee and Local Government New Zealand, officials have prepai·ed a draft Te1ms of 
Reference for a working group on representation, governance and accountability 
aITangements for the new water se1vices entities (th e working group); 

17 noted that the establishment of this working group: 

17.1 acknowledges and gives effect to the paitnership anangement that the Crown has 
entered into with Local Government New Zealand through the Heads ofAgreement ; 
and 

17.2 is intended to uphold the Crown 's commitment to its Treaty paitner to protect and 
promote the rights and interests of iwi/Maori in the three waters se1vice delive1y 
refonns; 

18 noted that the pmpose of this working group is to consider issues relating to representation, 
governance and accountability of the four proposed new water se1vices entities, and to 
recommend to the Minister of Local Government an alternative design that: 

18.1 seeks to address the concerns that have been expressed by a number of local 
authorities about the cunent proposals; 

18.2 remains consistent with the government's refo1m objectives and bottom lines; and 

18.3 is practical to implement and likely to achieve greater buy-in from the local 
government sector; 
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agreed that the bottom lines that the working group will need to be consistent w ith include: 

19.1 good governance - that the board directly governing a water services entity: 

19.1.1 has a clear role and responsibilities; 

19.1 .2 is comprised of appropriately qualified an d experienced members who are 
free of conflict of interest and selected through a process that is 
meritocratic an d competency based; 

19.1. 3 has board members that individually and collectively have appropriate 
duties and obligations to act in the best interests of the water services 
entity and th e communities they serve, consistent with the proposed 
statuto1y purpose and objectives for the entity; and 

19.1.4 has board members that collectively have competence relating to the 
Treaty of Waitangi, matauranga Maori, tikan ga Maori, an d Te Ao Maori; 

19.2 partnership with mana whenua - that the representation, governance and 
accountability anangements for each water services entity are set up to give effect to 
the Crown's Treaty obligations by giving effect to the principle ofpa1tnership with 
iwi/Maori across the rohe/takiwa served by that entity; 

19.3 public ownership - that each entity remains in public ownership, including local 
authority and/or community ownership, and with strong protections in place that 
prevent privatisation (of the entity itselfand the essential three waters service 
delive1y assets they own); 

19.4 balance sheet separation - that the water services entity governance framework, 
when taken together with th e broader measures to implement the three waters refo1m 
programme, will provide the entity with the financial capacity (including through the 
ability to bon ow) to meet th e future three waters service delive1y investment needs 
(including any infrastrncture deficit) of the region it serves, without: 

19.4.1 resulting in the debt ofwater services entities consolidating onto the 
balance sheets of local authorities ; or 

19.4.2 requiring additional financial suppo1t from the Crown (beyond what the 
Crown has ah-eady agreed to provide; that being a liquidity facility on 
similar te1ms to those available to the Local Government Funding Agency, 
an d the 60/40 risk-sharing an angement in the event of a natural disaster) 
or local authorities; 

20 authorised the Minister of Local Government, in consultation with the Prime Minister, the 
Minister of Finance, and the President of Local Government New Zealand to: 

20.1 finalise th e Te1ms ofReference for the working group; and 

20.2 appoint members of the working group, including a suitable independent 
Chairperson, and relevant expe1ts representing local government and iwi/Maori; 

noted that, other than the independent Chaiiperson, the Minister of Local Government is not 
proposing to pay fees to the members of the group, but the Department of Internal Affafrs 
will meet the costs of travel and other ancilla1y costs associated with hosting meetings of the 
group; 
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22 noted that there may be oppo1tunities during the drafting process for the Water Services 
Entities Bill (cmTently unde1way) to make immediate improvements to aspects of the refo1m 
proposals, including in relation to representation, governance and accountability 
aITangements, which can help address the issues and concerns raised during engagement 
while keeping within bottom lines; 

23 authorised that the Minister of Local Government and Minister of Finance to make any 
minor or technical changes to the agreed policy to enable drafting instrnctions to be issued 
to Parliamentaiy Counsel Office, but that any significant policy changes be refe1Ted back to 
Cabinet for approval; 

Other technical working groups to explore key issues during the transition 

24 noted that officials in the Department of Internal Affairs will establish additional technical 
working groups to provide suppo1t and expe1t ise in relation to other key issues that have 
been raised during engagement with the local government sector and iwi/Maori, including: 

24.1 a group to ensure there is an effective inte1f ace between the new three waters service 
delive1y system and the refo1med resource management system; 

24.2 a group to assist with, and advise on, the approach to airnngements relating to 
community/rnral drinking water supplies; 

25 noted that the Minister of Local Government has also asked the joint Central-Local 
Government Three Waters Steering Committee to take a close interest in how to ensure an 
effective interface between the three waters and resource management refo1m programmes, 
working with officials from the Depaitment of Internal Affairs and Ministry for the 
Environment, and with suppo1t from the working group; 

Maintaining exemptions obtained under the Water Services Act 2021 

26 noted that a fmt her issue has arisen during local government engagement, regai·ding 
clarifying the future obligations of water services entities to continue to provide chlorine
free drinking water to communities as pait of an exemption that a local authority owner may 
have obta ined from Taumata Arowai; 

27 noted that under section 57 of the Water Services Act 2021: 

27. 1 the chief executive ofTaumataArowai has the power to exempt a drinking water 
supplier from the requirement to use residual disinfection, ifsatisfied that the 
drinking water supplied will comply with all other regulato1y requirements on an 
ongoing basis; and 

27.2 an exemption may continue in force for a maximun1 of five years; 

28 agreed that, in situations where a local authority drinking water supplier has been granted 
an exemption under section 57 of the Water Services Act 2021, the water services entity that 
assmnes responsibility for the affected supply will be required to continue to provide 
chlorine-free drinking water until the exemption expires; 

29 noted that, in these circumstances: 

29 .1 the water services entity would be able to pass on any associated costs to the 
community that benefits from the affected water supply; 
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29.2 there would be consultation with the affected community about whether any fmt her 
exemptions would be sought at the end of the exemption period; and 

29.3 relevant councils, as owners of the water se1vices entity, would have mechanisms for 
reflecting and advocating for their communities' interests; 

30 agreed that, for clarity, the situation described above will be provided for in legislation; 

Entity boundaries 

31 noted that, as pait of the decisions made in June 2021, Cabinet agreed the boundai·ies of the 
four water se1vices entities, as follows: 

31.1 Entity A comprises the Auckland and Northland regions; 

31.2 Entity B comprises all districts from the Waikato, Bay of Plenty and Tai·anaki regions 
and the upper parts of Manawatii-Whanganui region (Ruapehu, Whai1ganui, ai1d 
Rangitikei); 

31.3 Entity C comprises: 

31.3.1 the local authorities in the eastern and lower pait of the No1th Island 
(Gisborne, Hawke 's Bay region, lower parts of the Manawatii-Whanganui 
region, and Wellington region); and 

31.3.2 the local authorities at the top of the South Island (Tasman, Nelson and 
Marlborough); 

31.4 Entity D comprises the districts and regions in the rest of the South Island, including 
those paits of the Marlborough and Tasman Districts that comprise the Ngai Tahu 
takiwa (as provided by section 5 of the Te Runanga o Ngai Tahu Act 1996); 

32 noted that, when agreeing to the boundaries for each of entity, Cabinet noted that there 
would be further discussions with those local authorities and iwi/Maori that ai·e most 
affected by some key bounda1y choices, and invited the Minister of Local Government to 
report back on the results of these discussions and to seek agreement to any changes to the 
boundaries; 

33 noted that these discussions have not indicated that there need to be any changes to the 
boundaries that were previously agreed, and the legislation will be prepared on the basis of 
those boundai·ies, including the application of the Ngai Tahu takiwa in relation to the 
boundaries of Entity C ai1d Entity D (as provided by section 5 of the Te Runanga o Ngai 
Tahu Act 1996); 

34 noted that, regarding the boundaiy between Entity C and Entity D, and the Ngai Tahu 
takiwa approach: 

34.1 councils at the top of the South Island (in Entity C) have expressed concern about the 
potential impact on communities in Seddon and Murchison, which would be split 
into a different entity, but these councils are open to working through the practical 
anangements that may suppo1t a different approach; 

34.2 Ngai Tahu remain strongly aligned to a takiwa approach, but have indicated a 
willingness to work on a solution that would see the communities in Seddon and 
Murchison receiving se1v ices from Entity C; 
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35 agreed that officials from the Department of Internal Affairs work with the relevant 
councils, Ngai Tahu and Te Tau Ihu to develop an approach that would enable communities 
in Seddon and Murchison to receive (and be charged for) services from Entity C rather than 
Entity D; 

Pricing issues and transition to economic regulation 

36 noted that the Minister of Local Government and Minister of Commerce and Consumer 
Affairs were invited to repo1t back in September 2021 on pricing issues and the transition 
pathway for economic regulation, including whether transition funding for the economic 
regulator is able to be found from within the Transfonning Three Waters Service Delive1y 
for New Zealanders: Transition and Implementation tagged contingency of $296 million 
established as pait of Budget 2021 [CAB-21-MIN-0269]; 

37 noted that there are several key questions relating to pricing that are of interest to Ministers, 
local authorities, and the public, which will be explored fmther in a discussion document on 
Economic Regulation and Consumer Protection for Three Waters Services in New Zealand 
[ CBC-21-SUB-0 110], and subsequent policy development work, including: 

37 .1 how pricing issues might arise; 

37 .2 what outcomes are being sought from pricing; and 

37.3 what the transition to economic regulation should look like; 

38 noted that fmther advice will be provided on these questions and related matters in June 
2022, when fmther policy decisions are sought; 

Funding to support the transition to economic regulation 

39 noted that the Transfonning Three Waters Service Delive1y for New Zealanders: Transition 
and Implementation tagged contingency was established to provide funding for the 
establishment of multi-regional water services entities and the transfer of assets, liabilities, 
staff, and services from local authorities to those entities as pa1t of the Three Waters Service 
Delive1y Refo1m Programme; 

40 noted that: 

40.1 the minimum costs associated with the initial work to suppo1t the transition to 
economic regulation are estimated at a total of $4 million (across 2022/23 and 
2023/24); and 

40.2 funding to meet these costs can be found from the Transfo1ming Three Waters 
Service Delive1y for New Zealanders: Transition and Implementation tagged 
contingency; 

41 agreed to extend the scope of the Transfo1ming Three Waters Service Delive1y for 
New Zealanders : Transition and Implementation tagged contingency to include costs 
associated with the initial work to suppo1t the transition to economic regulation; 

42 agreed to fund up to $4 million of the costs associated with the initial work to suppo1t the 
transition to economic regulation from the Transfo1ming Three Waters Service Delive1y for 
New Zealanders: Transition and Implementation tagged contingency; 
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43 authorised the Minister of Local Government, the Minister ofFinance and any other 
relevant appropriation Minister(s), to jointly draw down funding from the tagged 
contingency up to a maximum of $4 million to meet the costs associated with the work to 
suppo1t the transition to economic regulation, once they are satisfied that the work 
progra1mne for the relevant stage of the transition and implementation programme requiring 
funding to be drawn down has been sufficiently developed with detailed timeframes, 
milestones and costs; 

44 noted that finther work will be unde1taken to identify the quantum and source of funding for 
longer-te1m costs associated with the economic regulator, and any additional costs 
associated with potential policy decisions regarding economic regulation, in 2022; 

Communicating key messages about pricing and quality outcomes 

45 noted that pricing issues are likely to be a significant area of debate and public concern in 
relation to the service delive1y refo1ms, and it will be impo1tant to clearly cormnunicate the 
intent around changes to pricing and charging anangements, and how these will be managed 
over time, as part of the refo1m announcements and transition; 

46 noted that the Minister ofLocal Government and Minister of Commerce and Consumer 
Affairs propose to focus the communications around the following key messages: 

46.1 the three waters refo1ms are designed to deliver much higher quality water services 
at a much lower cost than would be achievable ifwater services continue to be 
provided by 67 local authorities; 

46.2 the economic regulation regime will have a strong focus on ensuring that customers 
pay no more than they need to for the se1vices they receive, while ensuring that the 
new water se1v ices entities are financially sustainable and can access the finance 
required to address the infrastrncture deficit; 

46.3 a cornerstone of the refo1ms will be providing consumers and communities with a 
strong voice on how water se1v ices are delivered, and making water se1vices entities 
accountable for delivering on consumer and community expectations; 

46.4 there will not be significant sh01t-term changes to the way in which water se1vices 
are cwTently paid for, the priority is setting up the entities for success and ensuring 
that they have sufficient revenue to operate sustainably and begin to address the 
infrastrncture deficit; 

46.5 the government will undertake fmther work to understand the impact of different 
pricing strnctures and changes in pricing on consumers, but will not be mandating 
the use of variable/volumetric charging as pait of the refo1ms; 

46.6 over time, prices and charges will need to evolve to achieve the right balance 
between affordability, equity and efficiency, and each water se1vices entity will be 
required to work this through with the customers and the cormnunities they se1ve, 
taking account of their preferences for how these objectives should be balanced; 

Legislative implications 

47 agreed that the above decisions relating to the approach to refo1m be implemented through 
the Water Se1vices Entities Bill, which is included in the 2021 Legislation Prograrmne with 
a catego1y 4 priority (to be refened to select committee within 2021); 
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48 invited the Minister of Local Government to issue drafting instructions to the Parliamentaiy 
Counsel Office in accordance with the above decisions. 

Michael Webster 
Secretaiy of the Cabinet 
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Office of the Minister of Local Government 

Chair 
Cabinet Business Committee 

Further decisions on the three waters reforms (Paper 5) 

Proposal 

1. This is the fifth in a suite of papers during 2021 on reforms to the three waters service 
delivery system. This paper seeks further decisions on the strategy for implementing 
the package of reform proposals agreed through the earlier papers. It discusses the 
issues arising through recent engagement on those proposals, assesses the 
implications of the feedback received for the reforms, and proposes an approach to 
addressing key issues. 

2. Specifically, this paper seeks agreement to proceed with a legislated 'all in ' approach 
to reform, to enable all communities in New Zealand to benefit from the new system. 
This reform approach secures a publicly-owned model of water service delivery, and 
safeguards the long-term interests that all New Zealanders and every community have 
to protect their future interests. If agreed, this approach wi ll be reflected in the Water 
Services Entities Bill, which is included in this year's legislative programme with a 
priority category 4 (to be referred to select committee within the year). 

3. This paper also reports back on two further matters arising in a previous paper: 

3.1 whether transition funding for the economic regulator is able to be found from 
within the Transforming Three Waters Service Delivery for New Zealanders: 
Transition and Implementation tagged contingency of $296 million established 
as part of Budget 2021; 

3.2 approaches and options for managing issues relating to pricing [CAB-21-MIN-
0269]. 

4. This paper should be read alongside an associated paper by the Minister of Commerce 
and Consumer Affairs, Approval to release discussion document: Economic and 
consumer protection regulation of three waters services in New Zealand. 

Relation to government priorities 

5. This Government has ambitions to significantly improve the safety, quality, resilience, 
accessibility, and performance of three waters services, in a manner that is efficient 
and affordable for New Zealanders. 

6. This is critical for public health and wellbeing, environmental outcomes, economic 
growth and job creation, housing and urban development, adapting to the impacts of 
climate change, building resilience to natural hazards, and improving outcomes 
relating to water services for iwi/ Maori. The status quo (with three waters services 
provided by local authorities) does not provide a financially sustainable option for 
funding significant infrastructure costs. This remains a key challenge for the local 
government sector, which the reforms set out in this suite of papers are intended to 
address. 
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7. In April 2019, it was agreed that the Three Waters Review is a Government priority. 
The 2020 Labour Party Manifesto committed to reform New Zealand 's drinking water 
and wastewater system, and upgrade water infrastructure to create jobs across the 
country. These reforms are anticipated to occur in parallel with reforms to the 
resource management system. 

Executive summary 

8. We recently made decisions on a comprehensive package of proposals to reform the 
three waters service delivery system. This involves the creation of four publicly-owned 
water services entities, which would take over responsibilities for service delivery and 
infrastructure from local authorities from 1 July 2024. 

9. The proposed approach reflects that extensive policy, economic and legal analysis 
demonstrates there is a compelling case for change, and a range of benefits offered by 
a reformed three waters system and new service delivery arrangements. A summary 
of this evidence base is provided in this paper. 

10. One critical matter still needs to be decided regarding implementation of the reforms: 
whether to proceed with a legislated 'all in ' approach. As directed by Cabinet, we are 
considering this matter now, following a two-month period of engaging with the local 
government sector on the details of the policy proposals and support package [CAB-
21-MIN-0269]. That support package includes up to $2.5 billion in funding for local 
authorities, to ensure no local authority is materially worse off financially as a result of 
reform ($0.5 billion) , and to invest in the future for loca l government and community 
wellbeing ($2.0 billion). 

11. As previously explained, my preferred approach is to enable all communities within 
New Zealand to access the benefits from reform. In practice, achieving this would 
require every territorial authority district to be included in the new water services 
entities, and for this to be provided for in statute - without the ability to 'opt out'. 

12. I have identified a number of important factors that are relevant to our decisions 
about how and when to proceed with the reforms, and whether to do this through a 
legislated 'all in' approach. These factors relate to: 

12.1 whether the case for change and overall package of reform proposals continue 
to be robust; 

12.2 consideration of the issues that have been raised during engagement with local 
government and iwi/Maori, and the existence of a clear plan for working 
through legitimate ideas and concerns; 

12.3 clarity about next steps - including having comprehensive plans for 
communicating decisions and agreed strategies for implementing the reforms. 

13. As discussed further in Part A of this paper, I am confident that each of these matters 
has been addressed, and appropriate plans are in place. My intention to work with the 
local government sector to progress a voluntary approach to reform has resulted in 
variable opinions from councils, some of whom do not want to surrender control over 
their water assets despite the demonstrable cost savings and service improvements in 
the medium to long-term to their residents, and consequential improvements to 
health and environmental outcomes. I am therefore seeking agreement to proceed 
with the reforms, using a legislated 'all in' approach. 
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14. I am seeking this decision having considered, t ested, and discounted a number of 
alternative models. This includes suggestions made by councils in the Hawke's Bay and 
Auckland, based on the work undertaken in those places, and options such as 
government subsidies and/ or guarantees, and relying on regulation only to drive 
voluntary improvements in service delivery. However, I have not been presented with 
any alternative proposals that would deliver the comprehensive range of benefits and 
outcomes we are seeking to achieve for all New Zealanders, or do so without 
significant financial implications for the Crown and taxpayers. 

15. In summary, I consider that alternative approaches wou ld be more costly for 
households, more difficult to regulate effectively, reduce the potential for efficiencies, 
and would not build the necessary expertise and workforce capability. Alternative 
models will not work universally throughout the country and would perpetuate 
significant differences in access to services, cost and service quality. Local authorities 
are not set up to deliver the necessary increase in infrastructure investment, as has 
been found in numerous reviews and reports over at least 20 years. Even if local 
authorities had access to the necessary funding, they do not have the scale, financial 
flexibility, and capability to do so in a manner that is economically efficient and 

affordable for their communities. 

16. I am also confident that the need to consider the collective interest of all New 
Zealanders outweighs a desire to accommodate the interests of individual councils and 
communities through a voluntary process. There is a conflict between the national 
interest and decision making based on an opt-out approach. In this situation, I 
consider the national interest should prevail, to ensure all communities can benefit 

from reform. 

17. We need to make decisions and announcements now, to remove any uncertainties 
about the nature and the direction of the reforms, and enable the extensive work 
needed to transition to the new system to get underway. Taking further time to make 
decisions risks losing momentum for reform, and is not justified given the 
unsustainability of the status quo, the lack of viable alternatives being offered up, and 
the lengthy period of policy development and engagement undertaken since the Three 
Waters Review was initiated in mid-2017. 

18. Part B of this paper reports back on two further matters arising in a previous paper, 
relating to initial funding for an economic regulator, and approaches and options for 
managing issues relating to pricing [CAB-21-MIN-0269]. It outlines the key questions 
relating to pricing that are of interest to Ministers and the public, w hich will be 
explored through a forthcoming discussion document and further work by officials 
over the next few months. 

19. The Minister of Commerce and Consumer Affairs will report back on the proposed 
approach to economic regulation (including institutional arrangements) in April 2022, 
following engagement with the public, experts and Three Waters Ministers. I will 
report back in June 2022 on some of the pricing-related matters [CAB-21-MIN-0269]. 

20. Part B of the paper also outlines the key messages about pricing and quality 
outcomes that I suggest we clearly communicate in advance of any decisions next 
year. These key messages include: 
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20.1 The three waters reforms are designed to deliver much higher quality water 
services at a much lower cost than would be achievable if water services 
continue to be provided by 67 local authorities. 

20.2 The economic regulation regime wi ll have a strong focus on ensuring that 
customers pay no more than they need to for the services they receive, while 
ensuring that the new water services entities are financially sustainable and 
can access the finance required to address the infrastructure deficit. 

20.3 A cornerstone of the reforms will be providing consumers and communities 
with a strong voice on how water services are delivered, and making water 
services entities accountable for delivering on consumer and community 
expectations. 

20.4 We do not need to make significant short-term changes to the way in which 
water services are currently paid for. The priority is setting up the entities for 
success and ensuring that they have sufficient revenue to operate sustainably 
and begin to address the infrastructure deficit. 

20.5 The Government will undertake further work to understand the impact of 
different pricing structures and changes in pricing on consumers, but will not 
be mandating the use of variable/ volumetric charging as part of the reforms. 
While the use of variable water charges may be necessary to ensure the use of 
water is environmentally sustainable over time, these are issues best left to 

communities to determine. 

20.6 Over time, prices and charges will need to evolve to achieve the right balance 
between affordabi lity, equity and efficiency. Each water services entity w ill be 
required to work this through with the customers and the communities they 
serve, taking account of their preferences for how these objectives should be 
balanced. This process will be highly transparent and subject to external 
scrutiny. 

Background 

Context and summary of case for change 

21. For four years, we have been exploring the challenges and opportunities facing the 
three waters system. Through this work, we are seeking to address a complex set of 
systemic issues relating to the regulation, funding, financing, and provision of drinking 
water, wastewater, and stormwater services (the three waters). This is critical for 
public health and wellbeing, environmental outcomes, economic growth and job 
creation, housing and urban development, adapting to the impacts of climate change, 
building resilience to natural hazards, and improving outcomes relating to water 
services for iwi/ Maori. 

22. It has become clear that New Zealand's three waters system is facing a significant 
crisis, and will continue to do so without major, transformational reform. In my earlier 
paper, A new system for three waters service delivery (June 2021), and the 
accompanying regulatory impact assessment, I outlined the systemic issues facing the 
current system and the detailed case for change. 
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23. That paper pointed to the results of extensive analysis of council data, which 
demonstrated the significant levels of investment required in three waters 
infrastructure. It also described the significant economic benefits that reform can 
bring, including enabling additional economic activity and job creation in every corner 
of New Zealand. 

24. Latest estimates indicate that the amount of investment required to replace and 
refurbish existing infrastructure, upgrade three waters assets to meet drinking water 
and environmental standards, and provide for future population growth, is in the order 
of $120 billion to $185 billion over the next 30 to 40 years. This equates to between 
$4 bi llion and $5 billion per annum for 30 to 40 years. 

25. Eliminating this infrastructure deficit and meeting future growth requirements will be 
beyond the funding and operational capacity of most councils and communities under 
current arrangements. Experience has also shown that, if serious problems arise (due 
to civi l defence emergencies and financial difficulties, for example), financial support 
from the Crown and taxpayers is often required. 

26. We have recognised the opportunities to address this situation, by reforming three 
waters service delivery arrangements. This involves creating a small number of large
scale water services entities, with sufficient balance sheet capacity to raise debt to 
fund these investment requirements and smooth the cost of this investment over 
time. This would deliver the necessary infrastructure upgrades faster, more efficiently, 
and at a lower cost to households than under current delivery and funding 
arrangements. (I note that we have sought to align the proposed role of water 
services entities with the reforms to the resource management system.) 

27. The analysis demonstrated that, without service delivery reform, and the associated 
efficiency gains, the real cost increases to households of meeting the required 
investment would be significant, and likely unaffordable for many smaller communities 
and low-income customers. 

28. Compared with a 'no reform scenario', the net present cost of three waters service 
delivery per connected person per year is expected to be between $480 and $1,060 
lower under the reform proposals. This represents a significant improvement in 
economic wellbeing compared with a 'no reform' scenario, in addition to the health 
and environmental benefits that reform will deliver. 

29. For rural councils, average household costs in 2019 ranged from less than $500 per 
annum to $2,600 per annum, with a median of $1,300. To meet the investment 
required , average household costs would need to increase by between three and 13 
times in real terms. For some small , rural local authorities, average household costs in 
2050 could reach as high as $9,000 in today's dollars, and would be unaffordable for 
many households. 

30. The situation is not much better for larger provincial and metropolitan councils. 
Average household bills (in 2019) for provincial councils ranged from around $600 to 
$2,550, with a median of $1,120. By 2050, these bills would need to increase by 
between two and eight times to meet the required investment. Similarly, average 
household bills across metropolitan councils would need to increase by between 1.5 
and seven times. In some metropolitan councils, bills could reach between $1,700 and 
$3,500 per annum in today's dollars. 
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31. An economic impact assessment was also commissioned to understand the potential 
impacts of reform. This analysis compares the impact of a step-up in investment in the 
sector enabled through reform, relative to a scenario without reform (counterfactual) 
in which councils continue to deliver three waters services. Importantly, the 
counterfactual envisages that councils will deliver an increase in investment over 
current levels of between 25 per cent and 57 per cent, but this w ill still be insufficient 
to fund the forecast deficit for infrastructure investment. 

32. The reforms are forecast to impact every corner of the economy and could see Gross 
Domestic Product (GDP) expand by $14 billion to $23 billion over the next 30 years, 
relative to the counterfactual. To put this in perspective, this represents investment 
equiva lent to 4.4 per cent to 7.1 per cent of the total New Zealand economy. In 
relative terms, this increased economic activity equates to an average increase in GDP 
of 0.3 per cent to 0.5 per cent per annum. 

33. The reforms are expected to support additional jobs across the economy. Relative to 
the counterfactual, New Zea land could have on average an extra 5,850 to 9,260 
additional full -time equivalent (FTE) jobs between 2022 and 2051. The increased jobs 
and associated economic activity will help generate between $4 bill ion and $6 billion in 
additional tax receipts for the Crown. 

34. The benefits of reform are widespread, with provincial and rural areas expected to 
experience significant increases in GDP compared to current levels. Ensuring that jobs 
are retained locally and created in regional New Zealand, close to where the 
infrastructure investment work needs to occur, will be a key focus throughout the 
transition. 

Summary of recent decisions 

35. On 14 June 2021, Cabinet made decisions on a comprehensive package of proposals to 
reform the three waters service delivery system [CAB-21-MIN-0226; CAB-21-MIN-
0227; and CAB-21-MIN-0228]. In summary, these proposals provide for: 

35.1 the aggregation of local government three waters services into four, publicly
owned water services entities, and the boundaries of these entities; 

35.2 the transfer of asset ownership from local government to the new entities, but 
with local authority ownership of the entities themselves, and clear legislative 
safeguards against privatisation; 

35.3 the water services entities to operate within a joint oversight framework, 
involving representatives of the local authorities and mana whenua from w ithin 
the geographical area covered by the respective entities; 

35.4 independent, competency-based, professional boards to govern the new 
entities; 

35.5 mechanisms to recognise the rights and interests of iwi/Maori, and to provide 
for strong community and consumer voice in relation to the new entities; 

35.6 strengthened system oversight and stewardship, including through a 
Government Policy Statement that provides for national strategic direction to 
the water services entities; 
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35.7 the development and introduction of an economic regulation regime and 
mechanisms for protecting consumers - the details of which will be developed 
over the coming months, as outlined later in this paper. 

36. Cabinet also reconsidered the reform strategy [CAB-21-MIN-0226]. It noted that it is 
highly desirable that all communities are able to access the benefits of reform, but 
achieving the full benefits requires comprehensive participation by local government, 
and there are risks to achieving this outcome under a voluntary 'opt-out' approach. 

37. On 12 July 2021, Cabinet considered a fourth paper, Delivering the three waters 
reforms [CAB-21-MIN-0269]. Through that paper, I obtained decisions relating to the 
implementation of the reform proposals agreed in the earlier papers, including 
confirmation of the final package to support the reforms - of up to $2.5 billion, 
comprising both a 'no worse off' package and a 'better off' package for local 
government; 

38. It was agreed that, consistent with the reform strategy agreed in June 2021, Cabinet 
will consider whether to proceed with a legislated 'all in' approach to reform in 
September 2021, following a period of socialising the policy proposals and support 
package with the local government sector. These matters are addressed in Part A of 
this paper. 

39. Part B provides a report back on two further matters, arising from that paper: 

39.1 whether transition funding for the economic regu lator is able to be found from 
within the Transforming Three Waters Service Delivery for New Zealanders: 
Transition and Implementation tagged contingency of $296 million established 
as part of Budget 2021; 

39.2 the approaches and options for managing issues relating to pricing. 

Analysis 

Part A: Confirming our approach to reform 

I have considered a number of potential reform options, but none of the alternative models 
will be effective 

40. In my earlier papers, I set out the issues and challenges facing our three waters service 
delivery system, the case for changing current arrangements, and the significant 
economic and other benefits offered by reform. I obtained agreement to a 
comprehensive, inter-connected package of proposals to establish and implement a 
new system for delivering and regulating water services. The new system involves 
creating four new water services entities to take over service delivery responsibilities 
from local authorities, whi le providing for ongoing public ownership through local 
authorities. 

41. We now need to consider how to implement the reforms, including whether to 
proceed with a legislated 'all in' approach. This decision follows an intensive, two
month period of socialising the policy proposals and support package with the local 
government sector - following over three years of discussions and engagement with 
the sector and iwi/Maori about reform more broadly. 
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42. Throughout the reform programme, we have heard a number of suggestions for 
alternative models and proposals. I understand there are still parts of the country that 
may wish to pursue different models and boundaries to the ones we have put forward. 
For example, there is a continued interest in a more regionalised model in the Hawke's 
Bay; and the Mayor of Auckland has indicated he would prefer a standalone model, 
with Watercare continuing to be a council-controlled organisation. Work has also 
been undertaken in Southland and Otago to explore potential service delivery 
arrangements, if they 'opted out' of our reforms. 

43. My package of reform proposals was developed following a significant amount of work 
to develop the evidence base for the case for change, assess the options for addressing 
the identified problems, and identify the benefits, costs and risks of different 
approaches. The evidence base has been thoroughly tested and independently 
reviewed. 

44. The proposed approach to the number and boundaries of the water services entities 
was determined through extensive analysis of a range of factors, including scale 
benefits and economic efficiencies, communities of interest, and relationships with 
water catchments. A number of alternative models were developed and tested, 
including regional models, and various other scenarios and combinations of entity 
numbers and boundaries. 

45. This work demonstrated that achieving our ambitions for the reforms requires entities 
to have a sufficient asset and customer base to be financially sustainable, operate at 
an economically efficient scale, and enable prices to be affordable and levels of service 
to be broadly comparable. International evidence indicates each entity wou ld need to 
serve a connected population of at least 600,000 to 800,000 to achieve the desired 
level of efficiency. Below this point, entities may find it difficult to fu lly realise the 
efficiency benefits that have been shown to be possible in other jurisdictions. 

46. I recognise that, for a few parts of the country with very large metropolitan 
populations, it may be possible to have something resembling a 'regional' model. 
However, I have not been presented with any alternative proposals that would deliver 
the range of objectives and ambitions we are seeking to achieve for all New 
Zealanders, or do so in a way that could be applied across the country without 
resulting in large geographic differences in service delivery outcomes and cost. 

47. Some alternative approaches are also contrary to the core expectations and bottom 
lines we have set. For example, Standard and Poor's has advised that use of a council
controlled organisation model would not achieve the financial independence and 
balance sheet separation that enables entities to fund the significant capital 
investment programme needed to address the infrastructure deficit, which is an 
essential driver of the need for reform. 

48. Alternative models will not work universally throughout the country and wou ld 
perpetuate significant differences in cost and service quality across regions. For many 
of parts of the country, alternatives would likely be unsustainable and unaffordable. 
Experiences in overseas jurisdictions also demonstrate that political compromises 
regarding the number of entities can lead to subsequent, costly rounds of further 

consolidation. 
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49. I note that independent advice provided to some councils reinforces the view that 
continuing with current service delivery arrangements is unlikely to be viable, and calls 
into question the effectiveness of alternative, regionalised approaches. 

50. For example, a report commissioned by councils in the Otago and Southland regions 
from the consultants Morrison Low, commented that: "Based on preliminary evidence, 
it is proposed that the current service delivery model is not sustainable. [The] Morrison 
Low Situation Analysis ... demonstrates that the challenges in addressing the ongoing 
service delivery requirements for three waters will likely exceed the capacity of Otago 
and Southland as a combined region. As such, 'opting out' of the three waters service 
delivery reforms to achieve desired outcomes is likely to bring significant cost, risk and 
resourcing challenges. " 1 

51. Any sustainable solution to the problems facing the three waters sector needs to 
address: 

51.1 the large number of small water service providers, which limits opportunities 
for achieving efficiencies in delivery of three waters services; 

51.2 current incentives and governance structures that are not conducive to long
term decision making in relation to three waters asset management and 
investment; 

51.3 affordability challenges associated with addressing the infrastructure deficit; 
and 

51.4 lack of effective system stewardship. 

52. Various solutions that have been proposed may address one or two of these 
challenges, but none offer a comprehensive solution that addresses all of them. 

53. For example, I have considered other possible approaches for achieving the desired 
reform outcomes, including strengthening regulation and relying on that to create 
incentives for change. However, while that might provide a viable pathway for 
achieving improvements, it is unlikely to address the underlying root causes of the 
problems we see in the sector, or address the long-term funding and affordability 
challenges that smaller rural and provincial communities will inevitably face. 

54. I have also considered the potential for central government subsidies and a similar 
approach to the 'funding assistance rate' that is used for reading. As previously 
explained, I do not think this would be a feasible or desirable solution. It would offer 
no guarantee of the level of funding that needs to be sustained over the next 30 to 50 
years, and does not address the systemic issues facing the local government sector. In 
particular, providing more funding does not address the need for significant 
improvements in service delivery efficiency that can be achieved through greater scale, 
nor does it address problems in the incentive structures relating to long-term asset 
management and investment in three waters infrastructure. 

1 Morrison Low 'Regional Situation Analysis', otago-Southland three waters office (February 2021), published 
as part of a package of papers on the Gore District Council website for its ordinary meeting on 9 March 2021. 
https://www.goredc.govt.nz/repository/libraries/id:2buwl3j7c17q9srz9ase/hierarchy/Vour%20Council/ 
Documents/Agendas%20%26%20Minutes/2021%20Council%20Meetings/Council/9%20March/2021-03-
09%20-%20Council%20-%20Agenda 
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55. In summary, I consider that alternative approaches wou ld be more costly for 
households, more difficult to regulate effectively, and would not build the necessary 
expertise and workforce capabi lity. Local authorities are not set up to deliver the 
necessary increase in infrastructure investment, or to develop the capability and 
specialisms required to improve asset management and procurement practices 
required to unlock significant efficiencies. Even if they had access to the necessary 
funding, they do not have the scale, financial flexibility, and capability to do so in a 
manner that is economically efficient and affordable for their communities. 

56. I am confident the overall reform package we have set out is as robust as possible, 
though I acknowledge there may be some areas that may be improved - such as those 
regarding local influence, governance and accountability to communities. I propose a 
range of processes for working through outstanding issues and identifying 
improvements, as outlined later in this paper and in the attached appendices. 

I am seeking agreement to proceed with a legislated 'all in' approach to ensure all 
communities can benefrt from reform 

57. I consider that my package of reform proposals presents the best opportunity for 
delivering the reform outcomes we are seeking for all New Zealanders in all parts of 
the country. As previously explained, my preferred approach also involves enabling all 
communities within New Zealand to access the benefits from reform. In practice, 
achieving this would require every territorial authority district to be included in one of 
the new water services entities, and for this to be provided for in statute - without the 
ability to 'opt out'. 

58. I am therefore seeking agreement to proceed with the reforms, using a legislated 'all 
in' approach. This approach is essential if we are to ensure all communities can 
benefit, and minimise the risks of undesirable outcomes and unintended 
consequences. 

59. I am confident that the need to consider the collective interest of all New Zealanders 
outweighs a desire to accommodate the particular interests of some individual 
councils and communities through a voluntary decision-making process. There is a 
conflict between the national interest and an opt-out approach. In this situation, I 
consider the national interest should prevail. 

60. Successive governments and locally-led review processes have identified the need for 
reform, but previous attempts - including voluntary approaches attempted by local 
government - have failed to deliver change. Fear of change can also be an obstacle, 
and national leadership and clear policy direction are important if we are to overcome 
this. 

61. I also consider that we need to make decisions and announcements now, to remove 
any uncertainties about the nature and direction of the reforms, and enable the 
extensive work needed to transition to the new system to get underway. 

62. Taking further time to make decisions risks losing momentum for reform, and is not 
justified given the widespread acceptance of the problem, the unsustainability of the 
status quo, and the lengthy period of policy development and engagement undertaken 
since the Three Waters Review was initiated in mid-2017. 
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63. I have identified a number of important factors that are relevant to our decisions 
about how and when to proceed with the reforms, and whether to do this through a 
legislated 'all in' approach. These factors relate to: 

63.1 whether the case for change and overall package of reform proposals continue 
to be robust; 

63.2 consideration of the issues that have been raised during engagement with local 
government and iwi/Maori, and the existence of a clear plan for working 
through legitimate ideas and concerns; 

63.3 clarity about next steps - including having comprehensive plans for 
communicating decisions and agreed strategies for implementing the reforms. 

64. I consider each of these factors has been addressed, and appropriate plans are in place 
- as explained further throughout this paper. 

65. I am aware that the reform proposals are complex and difficult for councils to engage 
with. For some communities, the challenges are not obvious, as the problems of 
underinvestment are hidden from view and not immediately apparent. It is also 
difficult for councils to appreciate the changing regulatory requirements (including 
those provided for in the Water Services Act 2021), and the additional challenges they 
will present to three waters service delivery in their communities. These are still in the 
process of being implemented, but will have significant consequences for local 
authorities and add further pressure to an already unsustainable situation. 

66. There has been a mixed reaction to the proposals within local government so far. A 
number of councils, and many council chief executives and staff involved in three 
waters service delivery, appear to support the reforms. Many others, whi le not 
strongly supportive, are actively working to provide constructive feedback and to 
positively develop some potential improvements. A number of mayors have indicated 
(either publicly or privately) that the Government should take steps to make the 
reforms mandatory. 

67. However, there is also evidence of strong opposition in some places. A small number 
of counci ls have already voted to opt out of the reforms (despite not having been 
requested to make decisions on this) , and there is some active campaigning against 
reform. There is also concern and uncertainty among elected members, and we have 
been asked by some to slow down or pause the reforms. 

68. In this context, the risk of leaving reform outcomes to individual council decision 
making is too great. It would likely set us back for a decade or longer - throughout 
which time central government will continue to be asked for subsidies or financial 
support as affordability pressures and quality, health and environmental concerns 
grow. 

69. Recognising that reform is challenging, we have provided for a three waters support 
package to support the sector through change and as a step towards a positive future 
for local government. A package of up to $2.5 billion has been agreed to ensure all 
local authorities are better off from reform, and assist with positioning the sector for 
the future. This package comprises both: 

69.1 a 'no worse off' package, which seeks to ensure that no loca l authority is 
materially 'worse off' financially as a result of reform, and the associated 
transfer of responsibility for water services to a new water services entity; 
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69.2 a 'better off' package, which seeks to invest in the future for local government 
and community wellbeing, while also meeting priorities for government 
investment. 

70. This support package was announced at the same time as my policy proposals. It is 
intended to underpin a legislated New Zealand-wide approach to reform, which 
enables all communities - and their councils - to benefit, while recognising that there 
will be concerns about the short- and long-term impacts. 

71. The support package is an essential part of an 'all in' reform strategy, and will help to 
mitigate the political management and implementation risks associated with this 
approach. 

72. Other notable risk management and mitigation techniques include the extensive 
engagement with the local government sector and iwi/Maori (set out in Appendix A), 
collaborative approaches to transition and to working through some key policy issues, 
and continued involvement of the joint Central-Local Government Three Waters 
Steering Committee. While there are other risk factors that we may need to manage, 
such as the potential for litigation, I am advised that the likelihood of these issues 
materialising and proceeding successfully is low. 

The case for change continues to be robust and compelling 

73. The case for change outlined in the earlier papers and supporting material continues to 
be compelling. I am not aware of any serious or credible questions being raised about 
the substance or persuasiveness of this extensive evidence base, or of substantial 
arguments that the status quo is sustainable. 

74. While there has been some debate regarding the modelling of future investment 
required and the potential for efficiency benefits, the assessment that the benefits of 
reform outweigh the costs and risks are robust to a wide range of scenarios around 
investment levels and assumed efficiency benefits. The conclusions reached through 
the national evidence base are also well supported by independent reports 
commissioned by local government, with analyses in Hawke's Bay, Wellington, West 
Coast and Otago/Southland all supporting the conclusion that the status quo is 
unsustainable. 

75. It is also noteworthy that Local Government New Zealand, which represents the 
national interests of councils in New Zealand, considers there is a sufficient and 
evidence-based national case for change, and that the current approach to three 
waters service delivery is not capable of delivering the outcomes required in an 
affordable and sustainable way into the future. 

76. While the impetus for the service delivery reforms has been enhanced by the COVID-
19 pandemic, the need for reform is not new. Organisations such as Local Government 
New Zealand, the Office of the Auditor-General, the Parliamentary Commissioner for 
the Environment, and the National Infrastructure Unit began highlighting serious issues 
and points of concern about water infrastructure and investment several years ago. 
The Government's Inquiry into Havelock North Drinking Water and the Three Waters 
Review gathered further evidence to reinforce these concerns - and raised additional 
questions and concerns about the w ider service delivery and regulatory system. 
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77. Recent work has demonstrated that, while there are pockets of good performance, 
communities in many parts of the country cannot be confident that their drinking 
water is safe, that the three waters sector is achieving good environmental outcomes, 
that it can accommodate population and housing growth, that the rights and interests 
of iwi/Maori are being upheld, and that climate change and natural hazard risks are 
being managed successfully. 

78. These matters are of vital interest and importance to the public. For example, an 
Infrastructure Commission survey of more than 23,000 New Zealanders found that: 
"Not always having access to safe drinking water was the number one infrastructure 
issue for New Zealanders", and "Four out of five New Zealanders want to see an 
increased investment in water networks to solve current issues". 2 

79. The cha llenges the three waters sector faces in delivering health , consumer and 
environmental outcomes, and the sheer size of the infrastructure deficit that has 
developed under council operation, are symptomatic of wider systemic failure 
underpinning the way three waters services are currently delivered. 

80. The need for reform is also driven by other parts of the three waters programme. In 
2019, Cabinet made decisions to reform three waters regulatory arrangements and 
create a new water services regulator. This has resulted in the establishment of 
Taumata Arowai and the development of the Water Services Act. This Act provides the 
details of the new regulatory system for drinking water quality that wi ll be overseen by 
Taumata Arowai, and responsibilities relating to the environmental performance of 
wastewater and stormwater networks. Significantly, it also confers obligations and 
duties on local authorities to communities to ensure safe drinking water in areas 
served by private and community supplies that face problems complying with 
regulatory requirements. 

81. It is clear that significant investment is needed across the country to address the issues 
facing the three waters sector and ensure the new regulatory system can be 
implemented effectively. Without major, transformational reform and a national, co
ordinated approach, the costs to households will be high. We will be unable to achieve 
our ambitions to improve public health, environmental and economic outcomes, or 
solve the housing crisis. 

82. If we are to deliver this transformation, all of the core components of my reform 
package wi ll need to be implemented, and every council and community wi ll need to 
participate in the new system. If a voluntary approach is followed, some councils will 
likely decide to opt out of the reforms. This would pose a significant risk to the 
effective delivery of the reform programme and achievement of good outcomes, 
including by: 

82.1 preventing all communities from benefitting from reform (both from a three 
waters perspective, and because they would not receive a share of the 'better 
off' funding support package); 

82.2 reducing the potential to achieve operating, capital , and financing efficiencies; 

82.3 creating a 'patchwork quilt' of infrastructure providers within catchments; 

82.4 reducing the viability and effectiveness of economic regulation. 

2 From t he key findings of t he report 'Aotearoa 2050' - Infrastruct ure Commission, Te Waihanga (2021). 
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Key issues raised during engagement 

83. Engagement with local government has identified some issues for further work, but 
none requiring a reconsideration of the need for reform and core elements of the 
policy proposals 

84. We have just completed a two-month engagement period with the local government 
sector, to socialise the policy proposals and support package. This was intended to 
provide time to understand the reform proposals and how they affect each council and 
community, and to identify issues of local concern and suggest possible ways to 
address them. It was an opportunity for the sector to engage with the model, at both 
a national and community level. 

85. The engagement process is described in further detail in Appendix A. It included, in 
summary: 

85.1 discussions with individual councils and in groups (including whole entity 
groupings); 

85.2 technical support and one-to-one sessions faci litated by Local Government 
New Zealand (including individual sessions with nearly every council); 

85.3 engagement between officials from the Department of Internal Affairs and 
senior council officers; 

85.4 workshops held by Local Government New Zealand, facilitated by elected 
members on the joint Central-Local Government Three Waters Steering 
Committee, on the topics of governance, community interest, and rural 
supplies. 

86. The engagements to date have identified some significant areas of concern, but none 
of these issues credibly challenge the case for reform or represent fundamental 
obstacles to reform, and do not materially affect the essential elements of the policy 
proposals. The issues identified have been discussed extensively throughout the policy 
development process, including with the joint Central-Local Government Three Waters 
Steering Committee. 

87. Key themes from local government engagement include: 

87.1 local authority influence - how will local authorities influence how the water 
services entities will respond to issues of importance to their communities, and 
provide for localised solutions; 

87.2 accountability - how to strengthen the accountability of the water services 
entities to the communities that they serve 

87.3 interactions with the planning system - ensuring appropriate integration 
between the needs, planning and priorities of local authorities (representing 
their local communities) , and the planning and priorities of the water services 
entities; 

87.4 investment transparency - how to ensure that, in the short and medium term, 
the procurement of local services and the t ransparent investment in 
infrastructure delivers against local priorities. 

88. A detailed list of the substantive issues is provided in Appendix B, along with the 
indicative process and timing for working them through. Some specific policy issues 
relating to the reform proposals are discussed in more detail below. 
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89. Several of the issues merit further consideration and engagement, which may lead to 
refinements to the design features of the proposals. I note that, in some cases, it may 
be appropriate for there to be differences between the entities, to enable them to 
reflect the local context - where this does not affect the core features of the entity 
design model. This will be explored further, and may be addressed in future papers 
and through legislative drafting. 

lwi/ Mcwri engagement and issues to consider further 

90. There has been ongoing engagement with iwi/ Maori throughout the three waters 
reforms. The focus of recent engagement, from a Crown perspective, has been that: 

90.1 the core features of the reform proposal are well understood, and we receive 
feedback on room for improvement to inform further policy development and 
legislative drafting; 

90.2 the relationship between three waters reform, and other aspects of the 
Government's reform agenda, are understood; 

90.3 iwi/Maori maximise opportunities in the three waters reforms, and begin the 
steps toward consolidating shared interests within the proposed entity 
boundaries; 

90.4 iwi/Maori have a good understanding of the support that is available from the 
Crown, and that any such support is accessible and timely; 

90.5 iwi/Maori have confidence that the Crown will honour its obligations under 
existing Treaty settlement legislation throughout this reform; 

90.6 where bespoke arrangements between iwi, hapO or Maori landowners have 
been reached in relation to three waters, they are upheld in the reform 
transition. 

91. Engagement to date has been highly constructive, and raised some core issues that will 
warrant active consideration over the coming months. These include: 

91.1 confidence around Treaty settlement mechanisms, including how existing 
mechanisms are provided for within legislation, and how details might be 
contained within the water services entities legislation (such as through 
separate schedules for each entity to recognise unique characteristics); 

91.2 requests for direct representation on the boards of water services entities, 
particularly for iwi who have post-settlement co-governance arrangements in 
place; 

91.3 that existing bespoke arrangements between iwi/Maori and councils in relation 
to water be preserved; 

91.4 issues relating to the level of investment undertaken by the entities and the 
ability to directly influence performance; 

91.5 proposals relating to Te Mana o te Wai, and interest in the broader concept of 
locally-expressed priorities in relation to rivers, lakes and water bodies that 
may be less directly reflected within the scale of the proposed entities; 

91.6 the relationship between the three waters service delivery reforms and 
resource management system reforms from a Treaty rights and interest 
perspective. 
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92. I have indicated that I am open to considering these issues further, and there will be a 
process and timetable for doing this. Further details are provided in Appendix C. The 
core principle underpinning any further considerations is that redress set out in Treaty 
settlement legislation will continue to apply and, where relevant, be explicitly provided 
for in the new regime. My current intention is that protection for current Treaty 
settlements will be provided at a high level within the first Water Services Entities Bill 
(by way of directly referencing relevant settlement legislation), and that these 
protections will be explored more fully through greater specificity in the second bill. 

93. 

94. A key decision will be around how prescriptive we are in providing for this in legislation 
and/or in transitional support to iwi/Maori and the establishment of the entities. 

95. I am also aware that there are significant bespoke arrangements negotiated between 
local authorities and iwi and hapu, such as Taniwha Springs. This agreement is 
between Rotorua District Council (the Council) and Puna a Pekehaua Trust. The Trust 
are owners of a Maori land block that contains springs (te puna a Pekehaua, also 
known as Taniwha Springs). The springs were taken by the Crown in 1966 under the 
Public Works Act and vested in the Council for the supply of drinking water. 

96. In 2007, the Council applied for a 25-year resource consent to continue taking water 
from the spring. The Environment Court held that taking the water had a significant 
adverse effect on Ngati Rangiwewehi's identity, and consent could only be granted for 
a further 10 years to enable alternatives to be put into place. Ngati Rangiwewehi 
raised the taking of the springs in their Treaty settlement. As a result, in 2012, the 
Crown provided the Council with a grant of $1.075 million to assist with establishing an 
alternative. 

97. In 2015, the Council returned ownership of the land to the original Ngati Rangiwewehi 
owners (the Puna a Pekehaua Trustees). The trustees have granted the Council an 
easement to access the land, and the trustees and Counci l are now joint consent 
holders for the water take consent. 

98. There is a need to ensure that arrangements like this form an obligation on the new 
water services entities and the way they operate. 

99. I have noted that it may take some time to fully explore some of the more significant 
and complex matters - particularly where they may involve the development of entity
specific schedules to legislation. I have also noted that the current approach to board 
appointments is that these must be competency-based. 
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A working group will be established to further consider proposals relating to representation, 
governance and accountability of the new water services entities 

100. A significant component of the feedback concerns the proposed ownership, 
governance and accountability arrangements for the new water services entities. The 
main feedback relates to: 

100.1 The structure of the proposed model - including that: 

100.1.1 the number of 'layers' is confusing and bureaucratic; 

100.1.2 ownership is too far removed from current local government 
structures; 

100.1.3 alternative models should be considered, such as those where 
consumers/communities play a role in governance arrangements. 

100.2 Representation - including that: 

100.2.1 local authorities have a reduced role to represent their communities' 
interests; 

100.2.2 there is a lack of assurance about how small communities' interests 
will be prioritised; 

100.2.3 there is strong support from iwi/ Maori for the proposed mana 
whenua representation arrangements, but concerns about the 
proposed partnership arrangements among some councils. 

100.3 Council influence - including: 

100.3.1 concerns there is a weak role for the Regional Representative Group, 
and that there will be difficulties associated with the 12-member limit 
(six places for local authorities and six places for mana whenua); 

100.3.2 that the focus on achieving balance sheet separation has restricted 
consideration of possible alternative options that provide for greater 
control and influence over entity strategic direction and board 
appointments; 

100.3.3 concerns about the lack of direct influence over the appointment and 
removal of entity board members, including questions about the need 
for an Independent Selection Panel; 

100.3.4 questions about the interface between the entities and council long
term plans and district plans, and the influence of these documents 
over the entities. 

100.4 Accountability - including: 

100.4.1 concerns about a lack of accountability from the entities to 
community representatives; 

100.4.2 uncertainty about the mechanisms that will hold the entity boards to 
account if they are not acting in accordance with statements of 
strategic and performance expectations issued by the Regional 
Representative Group; 
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100.4.3 differentiating between consumer accountability (which will be 
covered by a new economic regulation and consumer protection 
framework) and accountability to the broader community for service 
delivery performance. 

101. In discussion with the joint Central-Local Government Three Waters Steering 
Committee and Local Government New Zealand, a draft Terms of Reference has been 
prepared for a working group on representation, governance and accountability 
arrangements for the new water services entities (included in Appendix D). 

102. The establishment of this working group acknowledges and gives effect to the 
partnership arrangement that the Crown has entered into with Local Government New 
Zealand through the Heads of Agreement, including the commitment to identify and 
resolve matters of concern to the local government sector in a manner that is 
consistent with the shared reform objectives. It is also intended to uphold the Crown's 
commitment to its Treaty partner to protect and promote the rights and interests of 
iwi/Maori in the three waters service delivery reforms. 

103. The purpose of this working group is to consider issues relating to representation , 
governance and accountability of the four proposed new water services entities, and 
to recommend to the Minister of Local Government an alternative design that: 

103.1 seeks to address the concerns that have been expressed by a number of local 
authorities about the current proposals 

103.2 remains consistent w ith the Government's reform objectives and bottom lines; 
and 

103.3 is practical to implement and likely to achieve greater buy-in from the local 
government sector. 

104. I am proposing that the core 'bottom lines' include: 

104.1 Good governance - that the board directly governing a water services entity: 

104.1.1 has a clear role and responsibilities; 

104.1.2 is comprised of appropriately qualified and experienced members 
who are free of conflict of interest and selected through a process 
that is meritocratic and competency based; 

104.1.3 has board members that individually and collectively have 
appropriate duties and obligations to act in the best interests of the 
water services entity and the communities they serve, consistent with 
the proposed statutory purpose and objectives for the entity; and 

104.1.4 has board members that collectively have competence relating to the 
Treaty of Waitangi, matauranga Maori, tikanga Maori, and Te Ao 
Maori. 

104.2 Partnership with mana whenua - that the representation, governance and 
accountability arrangements for each water services entity are set up to give 
effect to the Crown's Treaty obligations by giving effect to the principle of 
partnership with iw i/ Maori across the rohe/takiwa served by that entity, 
including by: 

104.2.1 ensuring that mana whenua has strategic influence; 
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104.2.2 integration within a wider system; 

104.2.3 reflecting a Te Ao Maori perspective; 

104.2.4 supporting clear accountability of the water services entity to mana 
whenua, 

104.2.5 improving outcomes for iwi/Maori at a local level; and 

104.2.6 enabling mana whenua to have rights and mechanisms of influence 
over the water services entity that correspond to those provided to 
the local authorities served by the entity. 

104.3 Public ownership - that each entity remains in public ownership, including local 
authority and/or community ownership, and with strong protections in place 
that prevent privatisation {of the entity itself and the main three waters service 
delivery assets they own). 

104.4 Balance sheet separation - that the water services entity governance 
framework, when taken together with the broader measures to implement the 
three waters reform programme, will provide the entity with the financial 
capacity {including through the ability to borrow) to meet the future three 
waters service delivery investment needs {including any existing infrastructure 
deficit) of the region it serves, without: 

104.4.1 resulting in the debt of water services entities consolidating onto the 
balance sheets of local authorities; or 

104.4.2 requiring additional financial support from the Crown {beyond what 
the Crown has al ready agreed to provide3

) or local authorities. 

105. The working group is intended to bring together a group of experienced local 
government sector practitioners {who are able to represent the diversity of 
perspectives, interests and priorities from across the local government sector), 
together with iwi/Maori representatives, to review and analyse work already carried 
out by officials, take account of the feedback received from local government and iwi/ 
Maori through the engagement process, and provide recommendations for 
subsequent consideration by Ministers and Cabinet. 

106. I am discussing the membership of the proposed group with Local Government New 
Zealand, including seeking to identify a suitable independent Chairperson. Through 
this paper, I am seeking delegated authority to finalise the Terms of Reference and 
appoint members of the group, in consu ltation with the Prime Minister, the Minister of 
Finance, and the President of Local Government New Zealand. Other than the 
independent Chairperson, I do not propose to pay fees to the members of the group, 
but the Department of Internal Affairs will meet the costs of travel and other ancillary 
costs associated with hosting meetings of the group. 

3 Cabinet has previously agreed that: a Crown liquidity facility will be available to the water services entities, 
which can be accessed if certain 'trigger events' occur, on similar terms to t hose available to the Local 
Government Funding Agency; and t he Civil Defence and Emergency Management Act 2002 arrangements will 
be extended to apply to water services entities, such t hat t hey continue to apply to t hree water assets once 
the asset s are t ransferred to the water services entities from local aut horities. [CAB-21-MIN-0227]. 
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107. I note that the legislative drafting process for the Water Services Entities Bill is already 
underway, to give effect to the decisions we made in June and July 2021. It will be 
important that this Bill is introduced before the end of this year, to ensure we keep to 
the intended timetable and enable the Bill to be enacted prior to the local body 
elections (in October 2022). I also note that a second Water Services Entities 
(Implementation) Bill will provide the details of entity functions, powers and 
responsibilities, including those related to participation in the planning process. 

108. There may be opportunities during the drafting process of the first Bill to make 
immediate improvements to aspects of the reform proposals, including in relation to 
representation , governance and accountability arrangements, which can help to 
address the issues and concerns raised while keeping within our core expectations and 
'bottom lines'. This might mean we need to reconsider some components of our 
previous decisions. 

109. If this opportunity arises, I am seeking agreement that myself and the Minister of 
Finance have delegated authority to make further policy decisions on the proposed 
amendments, so these can be included in the Bill while it is being drafted. If this 
occurs, any changes would be clearly identified in the paper seeking agreement to 

introduce the Bill. 

Other matters raised in engagement - maintaining exemptions obtained under the Water 
Services Act 

110. A further issue has arisen in engagement with a few local authorities, and which wou ld 
benefit from clarity now. This concerns the ability for a council to influence the water 
services entities, in situations where a community is seeking a higher level of service 
than other communities served by the entities. This could occur, for example, in 
relation to communities that wish to achieve better environmental outcomes for 
wastewater and stormwater networks, and are w illing to pay the higher costs that 
might be associated with providing infrastructure and services that meet more than 
minimum requirements. 

111. A specific scenario raised through the engagement relates to the chlorination of 
drinking water. The Water Services Act includes provisions relating to drinking water 
safety plans, which provide that residual disinfection must be used in a reticulated 
drinking water supply unless an exemption is obtained from Taumata Arowai. Under 
section 57 of that Act, the chief executive of Taumata Arowai has the ability to grant an 
exemption, if satisfied that the drinking water supplied will comply with all other 
regulatory requirements on an ongoing basis. An exemption may continue in force for 
a maximum of five years, at which point an application for a further exemption would 
need to be made. 

112. I understand that some drinking water suppliers, including current council suppliers, 
may seek to obtain an exemption. Councils have asked for assurances that, if an 
exemption is granted, a water services entity would be required to continue to provide 
chlorine-free drinking water, and to comply with any conditions set by Taumata Arowai 
relating to that exemption, w hen they take over responsibilities for service delivery. 
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113. In these situations, I consider that it would be reasonable for the new entities to be 
expected to continue to provide chlorine-free drinking water and to meet any 
conditions associated with the exemption, until it expires. This will enable any councils 
that wish to pursue an exemption to do so, and to consu lt their communities around 
the potential additional costs and benefits that may be incurred. 

114. I wou ld expect the entities to be able to pass on any associated costs to a community 
that benefits from the services. Near the end of the exemption period, there would be 
consultation with the affected communities about whether further exemptions would 
be sought, including transparency about any future cost implications. Relevant 
councils, as owners of the entities, would have mechanisms for reflecting and 
advocating for their communities' interests (through the process of submissions to the 
entity as part of the preparation of its strategic planning and accountability 
documents, including the development of asset management plans). 

Water service entity interface with the resource management system 

115. Feedback indicates there are a number of areas of concern relating to the interface 
with the resource management system, and reforms to that system. For example, we 
are hearing concerns that local authorities will lose control over water infrastructure 
investment decisions that are required to support their growth plans (to accommodate 
housing and urban development). 

116. The establishment of the water services entities will mean that they, rather than 
territorial authorities, will be responsible for the provision and funding of water 
infrastructure. Local government will continue to have primary accountability for 
urban and land-use planning under the reformed resource management system, 
including through the introduction of long-term regional spatial planning, and natural 
and built environments plans. 

117. Cabinet has previously agreed that an objective of the water services entities will be 
supporting and enabling housing and urban development. In practice, this means that 
the entities will need to engage in a meaningful and effective manner with local 
authorities, and directly with communities, when developing their investment 
prioritisation methodology and asset management plans. Entities will need to consult 
communities on how investment should be prioritised, and will be required to take this 
feedback into account before finalising these plans (including reporting on how 
community feedback has been incorporated into decision making). 

118. Water services entities will be expected to be active participants in planning processes 
led by local government, including by participating in the development and 
implementation of regional spatial planning strategies, and ensuring that the 
development of natural and built environments plans is informed by a full 
understanding of the cost associated with water infrastructure needed to support 
housing and urban development. 

119. Once these plans are approved, water services entities will be required to identify and 
make provision for infrastructure to support growth and development identified in 
their asset management plans and enabled through dedicated funding mechanisms 
designed to enable and respond to growth and development. The much stronger 
balance sheets of the water services entities will mean they will have greater capacity 
to respond to the future growth and development needs of communities, and to invest 
to improve resilience and natural environmental outcomes. 
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120. Water services entities will also be consent holders under the new system, and will be 
required to comply with consent requirements and seek new consents when they 
expire or when undertaking expansions of their networks. The entities may also be 
requiring authorities, and could have the same (or similar) powers and obligations 
currently held by local authorities in relation to water services infrastructure. 

121. The concurrent nature of the resource management and three waters service delivery 
reforms creates some practical challenges in how this policy intent can be given effect 
through legislation. 

122. The Natural and Built Environments Bill and the Strategic Planning Bill are expected to 
progress together as an omnibus package due to the complexity of the 
interconnections between these two Resource Management Act replacements and the 
transition out of the current regime. 

123. The two Water Services Entities Bills will proceed separately from the resource 
management reforms. The first of these Bills is anticipated to be introduced before 
the end of 2021 and be enacted in 2022 (in advance of the local body elections). The 
second Bill would follow shortly afterwards, and be introduced in mid/late 2022. 

124. I expect it may be necessary to include in the second Water Services Entities Bill 
provisions for water services entities to engage in the current resource management 
system (for example, inputting into planning processes and consent decisions), to 
ensure that the deep expertise that will be transferred to these entities is not lost to 
the resource management system. Similarly, it may be necessary to make specific 
reference to the water services entities, and the role they are expected to play in the 
planning system, within the Strategic Planning Bill and the Natural and Built 

Environments Bill. 

125. I have asked the joint Central-Local Government Three Waters Steering Committee to 
take a close interest in how the interface between these two reform programmes can 
be made to work, and to work with officials from the Department of Internal Affairs 
and the Ministry for the Environment to ensure an effective interface between these 
systems. 

126. To support the Steering Committee, I have asked officials to establish a technical 
working group, similar to the approach adopted for stormwater, to ensure the 
legislative and policy settings will support the range of interactions between water 
service entities and local authorities that are needed to enable housing and urban 
development. 

Approach to rural supply arrangements 

127. While the majority of New Zealanders currently receive their drinking water from 
council suppliers, there are a significant number of small, private and community
based water suppliers, who provide drinking water to mostly rural communities. The 
majority of these small, rural suppliers are unregistered, and many have little contact 
with the regulatory system. 
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128. There are a range of rural water schemes across the country, which are essential to 
local economies and communities. These schemes include supplies that provide a 
combination of drinking water and stock water to rural communities, and supplies that 
have mixed ownership. Many were developed by central government funding in the 
1970s, are funded and run by committees of farm users, and receive technical 
expertise and assistance from local councils to run the supply. 

129. The service delivery reforms focus on council-owned drinking water, wastewater and 
stormwater supplies, not privately-owned supplies (with the latter not being part of 
the new water services entities or captured by a legislated 'all in' reform approach). 
However, the engagement processes have highlighted various concerns about rural 
supply arrangements, and how these might be affected. Councils have expressed 
concerns about the impacts of the three waters reforms on rural drinking water 
suppliers, in two key areas. 

130. Firstly, there are concerns that the new regulatory requirements (in the Water Services 
Act will mean that private and community suppliers will stop supplying drinking water 
to those rural communities - either because those suppliers are unable to comply with 
the new requirements, or because they are unwilling to engage in the new regulatory 
regime and choose to withdraw the supply. 

131. To address this concern, we are working to ensure there is a clear pathway and 
support for the t ransition of small rural suppliers into the regulatory system. Taumata 
Arowai is undertaking significant work to develop the mechanisms needed to support 
unregistered supplies, and ensure that the regulatory requirements are fit for purpose 
(for example, through the development of acceptable solutions that can be used by 
small suppliers). 

132. Changes were made to the Water Services Bill (through a supplementary order paper) 
to extend the transition window for these small unregistered supplies from five years 
to seven years. Extending the transition timeframe will align the transition for the 
drinking water regulatory system with the establishment of the new water services 
entities. These entities should be in a position to provide technical capacity and 
capability and, in some cases, infrastructure upgrades, to support small rural suppliers 
to transition to the new regulatory regime. 

133. The second key area of concern for councils is the impact of the service delivery reform 
proposals on the existing, and often complex ownership, governance and operating 
arrangements for some community/ rural drinking water supplies. A number of 
councils have commented that the legal status of those arrangements is uncertain, and 
would like greater clarity about what will happen to these schemes in the new system. 
These supplies often have unique community governance, operating and funding 
arrangements, and there may be a strong sense of community 'ownership ' over these 
arrangements that has been in place for many years. 

134. In some cases, counci ls are seeking assurance that, where there are community groups 
running these schemes, they w ill be able to continue operating with support from the 
entities. There are also situations in which councils are the legal owners of the 
schemes, but they are managed and operated by the farming communities who 
receive the supply. In those situations, some farming communities/ committees may 
wish to continue to manage the schemes themselves, and not to be included in the 
new entities. 
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135. As part of the transition programme, I expect there to be further work to identify and 
understand all of the existing service delivery arrangements between councils and 
community/rural schemes, and consider what will happen to these schemes and 
arrangements in the future. This would cover all kinds of situations, including those 
outlined above. 

136. I am proposing that a technical advisory group will be established to assist with, and 
advise the transition programme on, these matters. I am anticipating that a complex 
and diverse set of local arrangements will need to be explored, and specific technica l 
expertise in these matters w ill be required. 

137. This advisory group will be similar to the approach being taken for stormwater. It will 
support the development of policy options and advice, to inform what the future 
functions, duties and obligations of the new water entities should be in respect of 
rura l/community schemes. This could include, for example, situations in which 
privately-operated rural/community schemes require technical assistance from the 
entities. It could also include situations in which council-owned rural schemes might 
not become part of the new entities. 

138. As noted in my previous paper, Delivering the three waters reforms, there will be a 
separate approach for working with Crown suppliers to explore potential 
arrangements between them and the new entities. 

Concerns about the reform process and timing - communication approach 

139. Some of the feedback provided during the engagement process with local government 
has related to other matters, beyond the policy proposals. The key concerns involve: 

139.1 sufficiency of publicly-available information on the reforms; 

139.2 the pace of reform - including some requests to 'pause' the reforms to allow 
councils more time to understand the case for change and proposals, and other 
requests for the reforms to be made mandatory now; 

139.3 a lack of clarity and certainty around next steps - including uncertainty in some 
councils about whether they should be planning to consult their communities 
on 'opting out' (despite guidance from officials that the engagement period 
was not an 'opt out' process). 

140. Some of these matters have already been addressed through communications material 
and the provision of factual information that targets areas of misunderstanding. They 
could also be addressed through the reform announcements and ongoing engagement 
noted below. It will be important to ensure clear information about the reforms is 
available to all stakeholders, iwi/Maori, and the general public, and that next steps are 
well communicated. This includes the key messages on pricing and quality outcomes 
in Part B of this paper. 

141. I am not proposing that we put the reforms on hold, or spend further time explaining 
the case for change before making decisions. We have been talking with the local 
government sector about reform issues and opportunities for more than three years, 
and the past year has included extensive engagement and communications by officials 
and the joint Central-Local Government Three Waters Steering Committee. Any 
additional time is unlikely to be productive, or result in a significant shift in the mindset 
of those who are fundamentally opposed to reform. Pausing the reforms will also 
contribute to further uncertainty. 
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Entity boundaries 

142. As part of our decisions in June 2021, we agreed to the following boundaries of the 
four water services entities: 

142.1 Entity A comprises the Auckland and Northland regions. 

142.2 Entity B comprises all districts from the Waikato, Bay of Plenty and Taranaki 
regions and the upper parts of Manawato-Whanganui region (Ruapehu, 
Whanganui, and Rangitikei). 

142.3 Entity C comprises: 

142.3.1 the local authorities in the eastern and lower part of the North Island 
(Gisborne, Hawke's Bay region, lower parts of the Manawato
Whanganui region4 

, and Wellington region); and 

142.3.2 the local authorities at the top of the South Island (Tasman, Nelson 
and Marlborough). 

142.4 Entity D comprises the districts and regions in the rest of the South Island, 
including those parts of the Marlborough and Tasman Districts that comprise 
the Ngai Tahu takiwa (as provided by section 5 of the Te Runanga o Ngai Tahu 
Act 1996). 

143. When agreeing to the proposed boundaries for each of entity, Cabinet noted that 
there would be further discussions with those local authorities and iwi/Maori that are 
most affected by the boundary choices [CAB-21-MIN-0226]. The key choices relate to: 

143.1 whether to extend Entity A to include other districts surrounding the Hauraki 
Gulf, enabling a more integrated approach to the management of the Hauraki 
Gulf marine catchment; 

143.2 the boundary between Entity Band Entity C with respect to the Taranaki and 
ManawatO-Whanganui regions (with the latter being split across entities), 
taking into account ki uta ki tai, whakapapa connections, and economic 
geography/ community of interest considerations; 

143.3 the boundary between Entity C and Entity D, which divides the South Island to 
reflect communities of interest, achieve a balanced population across the four 
entities, and reflect iwi/Maori boundaries (with Entity D providing for the Ngai 
Tahu takiwa, and Entity C preserving whakapapa connections between the 
upper part of the South Island - in Tasman, Nelson and Marlborough - and the 
lower North Island). 

144. I was invited to report back on the outcome of these discussions, and to seek 
agreement to any changes to the entity boundaries that might be needed. 

145. I am advised that feedback relating to the proposed boundaries has not been a core 
feature of the recent engagements. While there are specific local interests that are 
relevant, the balance of considerations is well understood. A summary of the main 
points of is provided below. 

146. Regarding Entity A, and the potential inclusion of districts surrounding the Hauraki 

Gulf: 

4 This includes Horowhenua, Manawatu, Palmerston North and Tararua. 
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146.1 Some of the councils within the Hauraki Gulf area have expressed a desire to 
be included in Entity A. Reasons have included community links (for example, 
Aucklanders visit the Coromandel for recreation); scale benefits (potential for 
lower household costs), and increased representative interest (given there are 
fewer councils within Entity A). 

146.2 lwi/Maori perspectives have been mixed, with some iwi on the Western side of 
the Coromandel preferring inclusion in Entity A, and other iwi preferring the 
Hauraki Gulf be included within Entity B. 

147. Regarding the boundary between Entity Band Entity C, with respect to the Taranaki 
and ManawatCt-Whanganui regions: 

147.1 The proposed boundary has been broadly well received by the directly affected 
councils. One council has noted that a shared service arrangement that is in 
place between councils would be split across the two entities, and will need to 
be considered through t ransition arrangements. 

147.2 There has been favourable feedback from some iwi on the inclusion within 
Entity B. Others identify more directly with whakapapa connections that wou ld 
see the relationship going down the west coast of the North Island to 
Wellington and to the top of the South Island. 

148. Regarding the boundary between Entity C and Entity D, and the Ngai Tahu takiwa 
approach: 

148.1 Councils at the top of the South Island (in Entity C) have expressed concern 
about the potential impact on communities in Seddon and Murchison, which 
would be split into a different entity. However, there is an openness to 
working through the practical arrangements that may support a different 
approach. 

148.2 Ngai Tahu remain strongly aligned to a takiwa approach, but have indicated a 
willingness to work on a solution that would see the communities in Seddon 
and Murchison receiving services from Entity C. 

149. The discussion and engagements indicate that we do not need to make any changes to 
the boundaries that were agreed by Cabinet in my previous paper [CAB-21-MIN-0226]. 
This means the legislation will be prepared on the basis of those boundaries, including 
the application of the Ngai Tahu takiwa in relation to the boundaries of Entity C and 
Entity D (as provided by section 5 of the Te Runanga o Ngai Tahu Act 1996). 

150. I am proposing that officials from the Department of Internal Affairs will continue to 
work with the relevant councils, Ngai Tahu and Te Tau lhu to develop an approach that 
would enable communities in Seddon and Murchison to receive (and be charged for) 
services from Entity C rather than Entity D. 

Transition approach 

151. The fourth in this suite of papers, Delivering the three waters reforms (July 2021), 
obtained agreement to my proposed approach to transition and implementation [CAB-
21-MIN-0269]. This included details relating to: 

151.1 the proposed transition timetable, objectives and activities - including that the 
a 'go live' date for the new water services entities will be 1 July 2024; 
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151.2 the role, form and structure of the national transition unit and establishment 
entities, and how transition activities and tasks w ill be allocated; 

151.3 the legislative powers, obligations and restrictions needed during the 
transition; 

151.4 the role of local authorities in t ransition activities and processes; 

151.5 iwi/Maori involvement in the transition process, and the provision of ongoing 
support; 

151.6 initial legislative provisions relating to the three waters workforce, transfer 
guidelines, and workforce principles. 

152. Cabinet has also agreed to provide funding for the reform programme, with $296 
million allocated through Budget 2021 for the Transforming Three Waters Service 
Delivery for New Zealanders: Transition and Implementation tagged contingency [CAB-
21-MIN-0116.16]. 

153. This means we are well-positioned to proceed with the transition as soon as 
announcements are made regarding the approach to reform. In the meantime, initial 
work is already underway within the Department of Internal Affairs to prepare for 
implementation and stand-up the national t ransition unit. Officials are also working 
with Parliamentary Counsel Office regarding the drafting of the legislation needed to 
give effect to our earlier decisions. I am anticipating the Water Services Entities Bill wi ll 
be ready for introduction later this year. 

154. In parallel, work is underway to develop the new economic regulation and consumer 
protection regimes that will be an integral part of the new three waters system. This is 
described further below, and in the associated paper by the Minister of Commerce and 
Consumer Affairs. 

Communications and partnering throughout the transition 

155. If we decide to proceed with a legislated 'all in' approach, it is essential that 
subsequent announcements and next steps are accompanied by a comprehensive 
communications plan. 

156. This plan needs to cover several aspects of the reform programme, including the 
decisions we made in July 2021 about the approach to transition and implementation. 
It will also provide clear signals about matters that have not yet been decided, but are 
of sign ificant interest to the public - particularly our intent regarding pricing and 
charging arrangements. 

157. We may also need to use these communications to further clarify the situation 
regarding the Water Services Act and the drinking water regulatory reforms. This 
includes explaining how the changes made through the Supplementary Order Paper 
help to address concerns raised in the rural sector, and the potential opportunities 
offered by the service delivery reforms to support small suppliers. 

158. A draft, high-level communications plan accompanies this paper (Appendix E). 
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159. There will also be ongoing engagement and information to support the reforms, 
including a role for the joint Central-Local Government Three Waters Steering 
Committee on outstanding matters of policy detail, and advisory groups to support 
further work on the governance and accountability arrangements, the interface with 
the reforms to the resource management system, and the approach to transitioning 
stormwater and rural supplies. 

Part B: Pricing 

There are a number of key questions relating to pricing that are of interest to Ministers, 
local authorities and the public, which will be explored over the next few months 

160. In July 2021, I was invited to report back on pricing issues and the transition pathway 
to economic regulation, in association with the Minister of Commerce and Consumer 
Affairs. 

161. Economic regu lation refers the use of regulation to protect consumers in markets 
where there is a high degree of market power held by suppliers and little or no 
competition (that is, natural monopolies). Consumer interests are protected by: 

161.1 providing easily digestible information on the relative performance of suppliers 
(for example, in terms of service quality, network performance, and costs); and 

161.2 directly regulating the price and quality of services to ensure consumers are 
receiving efficient, innovative, and high-quality services. This is particularly 
important in industries that have significant scope for efficiency improvement, 
and which have not previously been subject to economic regulation - as is the 
case for New Zealand's three waters services. 

162. Pricing issues and the transition to economic regulation are interrelated. Subject to 
Cabinet agreement through the Minister of Commerce and Consumer Affairs' 
associated paper, a discussion document on Economic Regulation and Consumer 
Protection for Three Waters Services in New Zealand (the discussion document) will 
provide interested stakeholders and the general public with an opportunity to provide 
feedback on these matters. 

163. There are several key questions relating to pricing that are of interest to Ministers and 
the public, which will be explored further in the discussion document and through 
subsequent work. These are outlined below. 

How might pricing issues arise? 

164. Model ling undertaken by the Water Industry Commission for Scotland (WICS) suggests 
a substantial increase in investment can be delivered with a relatively moderate 
increase in water charges for most households (provided that the new water services 
entities are able to achieve significant operating and capital efficiencies over time). 
However, pricing issues could arise from: 

164.1 Changes in total regu lated revenue. The economic regulator is likely to be 
required to set a price-quality path for water services entities within which they 
will be required to operate. As part of this, the regulator would set a cap on the 
total amount of revenue the entities would be allowed to collect to recover the 
costs of operating expenditure, economic depreciation and the costs of capita l. 
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164.2 The maximum allowable revenue cap would also include the regulator setting 
efficiency targets for each water services entity, informed by relevant industry 
benchmarks. The risk that a regulator wou ld typically set a revenue cap that 
requires significant price shocks is low, as a regulator wou ld impose "revenue 
glide paths" that smooth revenue changes within and, if necessary, across 
regulatory pricing periods. 

164.3 Changes to the structure of prices. The pricing structures employed by water 
services entities will determine how revenue - within the cap set by the 
regulator - will be recovered from and spread across customers. This is likely to 
include decisions on the mix of charges, (for example, fixed and variable, how 
to recover costs from different types of customers (for example, residential , 
commercial, and industrial), and how to share costs across geographic areas. 

164.4 There are currently a wide range of charging practices for water services, with a 
high degree of variability between councils. Current pricing structures will 
almost certainly reveal inconsistencies in pricing (including cross-subsidies) 
between different customer groups, which may require harmonisation over 
time. This could potentially lead to some categories of consumers experiencing 
significant increases or decreases as water services entities seek to rationalise 
and harmonise prices over time. 

164.5 Under the proposed arrangements, the process by which water services 
entities wou ld determine prices and charges would be subject to a high degree 
of transparency, engagement with communities, and formal public 
consultation requirements. The process of rationalising and harmonising prices 
will take time, and wou ld be managed by entities over one or more regulatory 
periods. 

164.6 The expectations of communities, including those conveyed by the entities' 
representative oversight groups, will be a key input into this process. Subject 
to further analysis and advice, the Government cou ld also influence the speed 
of any required adjustments; for example, by placing requirements relating to 
pricing transition on entities via provisions in a Government Policy Statement. 

164.7 Currently, there is limited pricing transparency, with the majority of customers 
unaware of the exact amount they are paying for three waters services 
(excluding those paying volumetric charges). As transparency increases, it is 
expected differences across and within councils w ill become a key issue, as has 
been the case with other reforms (such as the Auckland governance reforms 
and establishment of Scottish Water). 

What outcomes are we seeking from pricing? 

165. There are a range of different outcomes the Government could seek through the 
pricing structure of water services entities. These could be advanced through the 
economic regulatory regime and/or by providing direction to water services entities via 
the Government Policy Statement. A range of pricing outcomes need to be considered 
including: 
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165.1 Economic efficiency. A strong focus on economic efficiency could see water 
services entities required to set prices for individual customers at a level that 
reflects the cost of service, which may depend on service levels, location, and 
use. A flow-on benefit might be the potential for pricing to act as an incentive 
for households to manage their water usage; however, non-price-based 
mechanisms may also be considered to encourage resource conservation. 
Efficient pricing structures could be advanced by providing the economic 
regu lator with the ability to prescribe pricing methodologies. 

165.2 Equity. There are several ways in which equity could be reflected in pricing 
structures. A 'horizontal equity' approach would require entities to standardise 
prices for consumers in similar positions (in terms of property type, income or 
property value). Alternatively, a 'vertical equity' approach would see 
consumers with a higher ability to pay (which cou ld be means tested) pay 
progressively more than those with a lower ability to pay. 

165.3 Cost-sharing (for example, geographic averaging}. A key driver of the reforms is 
to address affordability issues, particu larly for customers in small , rural 
communities. Entities could use geographic average pricing to smooth costs 
across the communities, thereby ensuring more affordable services for all. 

165.4 Price stability. A focus on price stability would provide for greater certainty of 
charges, including how these might change over a regulatory period and the 
maximum level of charges consumers may face. 

166. While most of the above outcomes are complementary, there may be long-term trade
offs between some of the objectives that may need to be addressed through the use of 
complementary initiatives - social welfare mitigations for vulnerable consumers, for 
example. Recent experience from Low Fixed Charge regulations in the electricity sector 
suggests there are rea l r isks of unintended consequences from trying to use pricing 
structures to address equity considerations for low income customers. 

167. The forthcoming discussion document will ask open questions around the pricing 
outcomes desired by the public. Over the next 10 months, officials will be undertaking 
a substantial amount of work and engaging with councils to understand the pricing 
structures employed by councils and the potential for price shocks or undesirable 
distributional impacts. I have been invited to report back in June 2022 on these issues 
[CAB-21-MIN-0269]. 

What should the transition to economic regulation look like? 

168. In December 2020, Cabinet noted that economic regulation plays a critical role in 
protecting consumer interests and providing high quality performance information, 
and agreed in principle that: 

168.1 an economic regulation regime will be employed on a reformed New Zealand 
three waters sector; 

168.2 an information disclosure regime that allows the performance of entities to be 
compared will apply, at a minimum, to a substantively reformed three waters 
sector [CAB 20 MIN 0521.01]; 
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169. The economic regulator will play a critical role in holding the water services entities 
accountable for delivering the economic efficiencies that will be necessary to keep 
water services affordable for New Zealanders whi le addressing the significant 
investment deficit of between $120 and $185 billion. 

170. It is anticipated that economic regulation would be introduced gradually over 2022 to 
2027, as follows: 

170.1 2022 to 2024 - the regulator works with the sector to lift their understanding 
of economic regulation and improve the quality of asset management and 
other performance data; 

170.2 2024-2026 - development of the key rules that underpin economic regulation 
(that is, input methodologies); 

170.3 1 July 2026 - information disclosure regulation imposed to allow consumers 
and other interested stakeholders to compare the relative performance of 
water services entities; 

170.4 1 July 2027 - commencement of price-quality regulation that caps the 
maximum allowable revenue of water services entities and imposes minimum 
quality standards. 

171. This graduated approach to economic regulation would allow key aspects of the 
regime to be developed with input from water services entities, consumers, and other 
stakeholders, and would require transitional funding, as discussed further below. 
However, on its own, this approach would leave price and quality unregulated over the 
period 2024 to 2027. 

172. While it appears unlikely that water services entities would significantly lift prices or 
reduce quality over this period, a transitional price-quality path could be developed by: 

172.1 The economic regulator developing a provisional three-year transitional price 
path based on: 

172.1.1 short-term financeability; 

172.1.2 current approximate cost information; or 

172.1.3 rolling over existing prices. 

172.2 The Government using a Government Policy Statement to constrain revenue or 
the structure of prices for a period of up to three years (for example, CPl+2%). 
This would essentially require Ministers to step into the shoes of an economic 
regulator in estimating maximum allowable revenue requirements and 
minimum quality standards. An alternative, and potentially less risky approach, 
would be to set clear expectations on how the pricing transition will be 
managed by water services entities. 

173. The discussion document will ask open questions on what the transition to economic 
regulation should look like, and officials will provide advice on these issues when final 
decisions on the economic regulation regime are sought in April 2022. 

Funding to support the transition to economic regulation 

174. On 12 July 2021, Cabinet: 
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174.1 noted that, if the economic regu lator does not receive transition funding for 
the 2022/2023 and 2023/2024 financial years, implementation of the economic 
regu lation regime is likely to be delayed; 

174.2 invited the Minister of Local Government and Minister of Commerce and 
Consumer Affairs to report back in September 2021 on whether transition 
funding for the economic regulator is able to be found from within the 
Transforming Three Waters Service Delivery for New Zealanders: Transition and 
Implementation tagged contingency of $296 million established as part of 
Budget 2021 [CAB-21-MIN-0269]. 

175. As noted in my previous papers, an integral part of the three waters reforms is the 
establishment of economic regulation and consumer protection regimes. Economic 
regulation is needed to promote the long-term interests of consumers; provide 
system-wide performance information; drive efficient pricing, procurement, and asset 
management practices; and incentivise investment and innovation. 

176. The Ministry of Business, Innovation and Employment wi ll be undertaking further work 
to explore and consult on the options for an appropriate economic regulation and 
consumer protection regime, and develop advice on a proposed approach. An 
indicative timetable involves the Minister of Commerce and Consumer Affairs (in 
consultation with the Minister of Local Government): 

176.1 issuing a discussion document in October 2021 {agreement to which is being 
sought in an associated paper); 

176.2 seeking policy decisions from Cabinet in April 2022, including decisions relating 
to the institutional arrangements for the economic regulator; 

176.3 introducing legislation in late 2022, with anticipated enactment in mid-to-late 
2023. 

177. From mid-2022, the economic regulator will need to undertake work to support the 
transition to economic regulation, including: 

177.1 working with the three waters sector to build understanding of economic 
regu lation and how it will interact with other system components; 

177.2 planning and management of the transition to economic regulation; for 
example, gathering and preparing supporting information, carrying out 
research, and obtaining technical and legal advice related to the proposed 
economic regu lation model. 

178. Officials from the Department of Internal Affairs and Ministry of Business Innovation 
and Employment have explored the viability of funding work to support the transition 
to economic regulation from the Transforming Three Waters Service Delivery for New 
Zealanders: Transition and Implementation tagged contingency, established as part of 
Budget 2021. 

179. I am advised that the minimum costs associated with the work to support the 
transition to economic regulation are estimated as $1.5 mi llion in 2022/23, and $2.5 
million in 2023/24. Policy decisions regarding economic regu lation in 2022 could cause 
these costs to increase; for example, requiring a provisional three-year transitional 
price path {discussed above), or requiring the establishment of a bespoke three waters 
economic regulator. 
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180. I am advised that this initial funding (totalling $4 million) can be funded from within 
the Transforming Three Waters Service Delivery for New Zealanders: Transition and 
Implementation tagged contingency. I am therefore proposing that the minimum costs 
to support the transition to economic regulation are met from this contingency. 

181. The drawdown of this funding from the tagged contingency will occur when the funds 
are required and subject to conditions associated with the tagged contingency. I 
propose that myself and the Minister of Finance are authorised to draw down funding 
for this purpose. 

182. I note that these are initial, transitional costs on ly. Further work will be undertaken to 
identify the longer-term costs associated with the economic regulator, any additional 
costs associated with potential policy decisions regarding economic regulation, and 
sources of funding (including levy funding) , in 2022. Any additional costs are not 
currently budgeted for in the Transforming Three Waters Service Delivery for New 
Zealanders: Transition and Implementation tagged contingency. 

Communicating pricing and quality outcomes to consumers, and next steps 

183. Pricing issues are likely to be a significant area of debate and public concern. There are 
examples (for example, Irish water reform) where pricing-related debates have 
stymied reform, because the sequence of change has been poorly managed. Aside 
from the need to ensure entities have sufficient revenue in the aggregate, the success 
of the reforms is not contingent on making significant short-term changes to overall 
pricing structures. It is important that the pace of change is managed carefully, and 
that the short-term focus is on smoothly transitioning to the new structures and 
building community confidence in the new entities. 

184. Related to this, it will be important that we communicate our intent around changes to 
pricing and charging arrangements, and how these will be managed over time. The 
Minister of Commerce and Consumer Affairs and I propose to focus our 
communications around the following key messages: 

184.1 The three waters reforms are designed to deliver much higher quality water 
services at a much lower cost than would be achievable if water services 
continue to be provided by 67 local authorities. This will be achieved through 
the benefits of scale and increased financial capacity of the new water services 
entities, and by the introduction of economic and consumer protection 
regulation designed to drive efficiencies and improve service levels in a way 

that results in real benefits for New Zealand consumers and communities. 

184.2 The economic regulation regime wi ll have a strong focus on ensuring that 
customers pay no more than they need to for the services they receive, while 
ensuring that the new water services entities are financially sustainable and 
can access the finance required to address the infrastructure deficit. 

184.3 Providing consumers and communities with a strong voice on how water 
services are delivered, and making water services entities accountable for 
delivering on consumer and community expectations, will be a cornerstone of 
the reforms. This will include not only the price and quality of water services, 
but also broader issues such as how to serve the interests of vulnerable 
consumers or under-served communities. It could also cover issues such as 
environmental quality, Te Mana o te Wai, and climate change. 
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184.4 With regard to pricing and charging, the Government's short-term priority is 
setting the entities up for success and ensuring that they have sufficient 
revenue to operate sustainably and begin to address the infrastructure deficit. 
This does not require us to make significant short-term changes to the way in 
which water services are currently paid for. However, water services entities 
will need to deal with the practicalities of integrating a wide range of charging 
and pricing practices for water services within their respective areas. 

184.5 The Government will undertake further work to understand the impact of 
different pricing structures and changes in pricing on consumers, but will not 
be mandating the use of variable/volumetric charging as part of the reforms. 
While the use of variable water charges may be necessary to ensure the use of 
water is environmentally sustainable over time, these are issues best left to 
communities to determine. 

184.6 Over time, prices and charges will need to evolve to achieve the right balance 
between affordability, equity and efficiency. Each water services entity will be 
required to work this through with the customers and the communities they 
serve, taking account of their preferences for how these objectives should be 
balanced. This process will be highly transparent and subject to scrutiny. 
Evidence from international reforms shows that this can be a challenging 
process, and that it is better to take time to get this right than to make short
term changes that may not stand the test of time. 

185. As indicated above, officials will be undertaking a substantial amount of work and 
engaging with councils to understand the pricing structures employed by councils and 
the potential for price shocks or undesirable distributional impacts. 

186. I will report back in June 2022 on these issues [CAB-21-MIN-0269]. The Minister of 
Commerce and Consumer Affairs will report back on what the transition to economic 
regulation and consumer protection should look like in April 2022, following 
engagement with the public and Three Waters Ministers. 

Implementation 

187. My previous paper, Delivering the three waters reforms (July 2021), explained how the 
reforms will be implemented. Decisions on the proposed approach were made through 
that paper [CAB-21-MIN-0269]. 

Financial implications 

188. The financial implications of the package of three waters reform proposals have been 
considered and addressed through my previous papers and decisions made through 
Budget 2020 and Budget 2021. This includes agreement to the following funding: 

188.1 $710 million in July 2021 in the form of the Three Waters Infrastructure 
Investment and Service Delivery Reform Programme tagged contingency (CAB-
20-MIN-0328.13]; 

188.2 $296 million in Budget 2021 in the form of the Transforming Three Waters 
Service Delivery for New Zealanders: Transition and Implementation tagged 
contingency [CAB-21-MIN-0116.16]; 

188.3 a support package of up to $2.5 billion, comprising: 
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188.3.1 up to $1.5 billion funded by the new water services entities: $500 
million for the 'no worse off' component and $1 billion for the 'better 
off' component; 

188.3.2 up to $1 billion Crown funding for the 'better off' component [CAB-
21-MIN-0269]. 

189. As described earlier in this paper, the costs associated with the work to support the 
transition to economic regulation (without a provisional three-year transitional price 
path), of up to a maximum of $4 million, are proposed to be funded from the 
Transforming Three Waters Service Delivery for New Zealanders: Transition and 
Implementation tagged contingency. 

190. Further work will be undertaken to identify the quantum and source of funding for 
longer-term costs associated with the economic regulator, and any additional costs 
associated with potential policy decisions regarding economic regulation, to support 
policy decisions in 2022. 

Legislative implications 

191. This is the fifth in a suite of papers during 2021 on reforms to the three waters service 
delivery system. Cabinet has agreed that the decisions made through the previous 
four papers would be implemented through the Water Services Entities Bill , which is 
included in this year's legislative programme with a priority category 4 (to be referred 
to select committee within the year). 

192. This paper seeks agreement to proceed with a legislated 'all in' approach to reform, to 
enable all communities in New Zealand to benefit from the new system. If agreed, this 
approach would be reflected in the Water Services Entities Bill. In practice, this means 
each territorial authority district would be included in a water services entity, and 
there will be no ability to 'opt out'. 

193. As signalled in previous papers, this proposed Bill is just one component of a multi
faceted package for reforming three waters services in New Zealand. I anticipate that 
our approach to three waters reform will result in a suite of legislation, spanning 
across the 53rd Parliamentary term. 

194. The Water Services Entities Bill will need to be followed by further legislation to 
provide for: 

194.1 detailed transitional arrangements for the new entities and service delivery 
system - including provisions relating to the transfer of assets, liabilities and 
employees from local authorities to new water services entities; and the 
specific powers, functions, and responsibilities the new entities will require to 
operate; 

194.2 an economic regulation regime and consumer protection mechanisms relating 
to the new three waters system. 

195. This paper refers to the further work that will be undertaken to consider the policy 
issues raised during recent engagement with local government and iwi/Maori. Where 
relevant, the results of this work will be included in future Cabinet papers, and - if 
agreed - subsequent legislation. This may include, for example, consideration of 
entity-specific schedules to recognise unique characteristics and Treaty settlement 
legislation. 
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Impact analysis 

Regulatory Impact Statement 

196. Regulatory Impact Assessments relating to this package of reform proposals were 
appended to my previous papers: A new system for three waters service delivery (June 
2021) and Delivering the three waters reforms (July 2021). 

Climate Implications of Policy Assessment 

197. N/A 

Population Implications 

198. None 

Human Rights 

199. None 

Consultation 

200. The Ministry for the Environment; Ministry of Health; Ministry of Business, Innovation 
and Employment; The Treasury; Ministry for Primary Industries; National Emergency 
Management Agency; Ministry of Housing and Urban Development; Department of the 
Prime Minister and Cabinet; Ministry of Transport; Te Puni Kokiri; Te Arawhiti; New 
Zealand Transport Agency; Public Services Commission; and Inland Revenue 
Department have been consulted on this paper. 

201. The Department of Conservation, Ministry of Education, New Zealand Defence Force, 
and Department of Corrections have operational responsibility for three waters 
services and have been consulted in this capacity. 

202. There has been an ongoing programme of engagement with local government and iwi/ 
Maori throughout the three waters reforms. A summary of recent engagement 
activities is provided in Appendix A. 

Communications 

203. A high-level communications plan is attached to this paper (Appendix E). 

Proactive Release 

204. I intend to release this paper (subject to any redactions) to coincide with further 
announcements on the reforms. I note that this may occur outside of the usual 
timeframes in Cabinet Office circular CO (18) 4. 

Recommendations 

205. The Minister of Local Government recommends that the Cabinet Business Committee: 

Confirming the approach to reform 

1. note that on 14 June 2021 and 12 July 2021, Cabinet agreed to a package of 
proposals to transform the three waters service delivery system, and to pursue a 
reform strategy that would enable all communities to benefit from the proposed 
reforms [CAB-21-MIN-0226, 0227, 0228, and 0269]; 
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2. note that the reform proposals involve the creation of four publicly-owned water 
services entities to take over responsibilities for service delivery and 
infrastructure from local authorities from 1 July 2024; 

3. note that the package of reform proposals reflects that extensive policy, 
economic and legal analysis demonstrates there is a compelling case for change, 
and a range of benefits are offered by a reformed three waters system and new 
service delivery arrangements; 

4. note that on 12 July 2021, it was agreed that: 

4.1 a three waters reform support package of up to $2.5 billion would 
underpin a legislated New Zealand-wide approach to reform, to ensure no 
local authority is materially worse off financially as a result of reform {$0.5 
billion), and to invest in the future for local government and community 
wellbeing {$2.0 billion); 

4.2 Cabinet will consider whether to proceed with a legislated 'a ll in' 
approach to reform, following a period of socialising the policy proposals 
and support package with the local government sector [CAB-21-MIN-
0269]; 

5. note that: 

5.1 previous papers have explained that the preferred approach is to enable 
all communities within New Zealand to access the benefits from reform; 
and 

5.2 in practice, achieving this would require every territorial authority district 
to be included in the new water services entities, and for this to be 
provided for in statute - without the ability to 'opt out'; 

6. note that a number of factors are relevant to decisions about how and when to 
proceed with the reforms, and whether to do this through a legislated 'all in' 
approach: 

6.1 whether the case for change and overall package of reform proposals 
continue to be robust; 

6.2 consideration of the policy issues that have been raised during 
engagement with local government and iwi/Maori, and the existence of a 
clear plan for working through legitimate ideas and concerns; 

6.3 clarity about next steps - including having comprehensive plans for 
communicating decisions and agreed strategies for implementing the 
reforms; 

6.4 the desirabi lity of removing uncertainties about the nature and the 
direction of the reforms, and enabling the extensive work needed to 
transition to the new system to get underway; 

7. note that these matters have been considered and addressed, and that: 

7.1 there continues to be a compelling and robust case for change, and the 
evidence base has been thoroughly tested and independently reviewed; 

7.2 plans are in place to: 

7.2.1 work through the policy issues that have been raised during 
engagement with local government and iwi/Maori; 

7.2.2 communicate decisions; and 
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7.2.3 implement the reforms; 

8. agree to: 

8.1 proceed with the three waters service delivery reforms using a legislated 
'all in' approach; and 

8.2 make announcements shortly after a decision is made; 

9. note that this decision is being sought following the consideration and testing of 
a number of alternative models and mechanisms for delivering reform, including 
suggestions made by councils, and options such as government subsidies and/or 
guarantees, and relying on regulation only to drive voluntary improvements in 
service delivery; 

10. note that: 

10.1 none of the alternative proposals presented and considered would deliver 
the comprehensive range of benefits and outcomes sought for all New 
Zealanders, or do so without significant financial implications for the 
Crown and taxpayers; 

10.2 alternative approaches would not work universally, be more costly for 
households, be more difficult to regulate effectively, reduce the potential 
for efficiencies, would not build the necessary expertise and workforce 
capability, and/or would perpetuate significant differences in access to 
services, cost, and service quality; 

11. note that the need to consider the collective interest of all New Zealanders 
outweighs a desire to accommodate the interests of individual councils and 
communities through a voluntary process, and there is a conflict between the 
national interest and decision making based on an opt-out approach; 

12. note that taking further time to make decisions risks losing momentum for 
reform, and is not justified given the unsustainability of the status quo, the lack 
of viable alternatives, and the lengthy period of policy development and 
engagement undertaken since the Three Waters Review was initiated in mid-
2017; 

Processes for working through key policy issues 

13. note that there has been extensive engagement with local government and iwi/ 
Maori about the service delivery reform programme, including the recent two
month period for socialising the policy proposals and local government support 
package; 

14. note that the engagement has identified some issues for further work, but none 
that credibly challenge the case for reform, represent fundamental obstacles to 
reform, or materially affect essential elements of the policy proposals; 

15. note that a significant component of the feedback concerns the proposed 
ownership, representation , governance and accountabi lity arrangements for the 
new water services entities; 
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Working group on representation, governance and accountability arrangements for water 
services entities 

16. note that, in discussion with the joint Central-Local Government Three Waters 
Steering Committee and Local Government New Zealand, officials have prepared 
a draft Terms of Reference for a working group on representation, governance 
and accountabi lity arrangements for the new water services entities (the working 
group); 

17. note that the establishment of this working group: 

17.1 acknowledges and gives effect to the partnership arrangement that the 
Crown has entered into with Local Government New Zealand through the 
Heads of Agreement; and 

17.2 is intended to uphold the Crown's commitment to its Treaty partner to 
protect and promote the rights and interests of iwi/Maori in the three 
waters service delivery reforms; 

18. note that the purpose of this working group is to consider issues relating to 
representation, governance and accountability of the four proposed new water 
services entities, and to recommend to the Minister of Local Government an 
alternative design that: 

18.1 seeks to address the concerns that have been expressed by a number of 
local authorities about the current proposals 

18.2 remains consistent with the Government's reform objectives and bottom 
lines; and 

18.3 is practical to implement and likely to achieve greater buy-in from the 
local government sector; 

19. agree that the bottom lines that the working group will need to be consistent 
with include: 

19.1 good governance - that the board directly governing a water services 
entity: 

19 .1.1 has a clear role and responsibilities; 

19.1.2 is comprised of appropriately qualified and experienced members 
who are free of conflict of interest and selected through a process 
that is meritocratic and competency based; 

19.1.3 has board members that individually and collectively have 
appropriate duties and obligations to act in the best interests of 
the water services entity and the communities they serve, 
consistent with the proposed statutory purpose and objectives for 
the entity; and 

19.1.4 has board members that collectively have competence relating to 
the Treaty of Waitangi, matauranga Maori, tikanga Maori, and Te 
Ao Maori; 

19.2 partnership with mana whenua - that the representation, governance 
and accountabi lity arrangements for each water services entity are set up 
to give effect to the Crown's Treaty obligations by giving effect to the 
principle of partnership with iwi/Maori across the rohe/ takiwa served by 
that entity; 
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19.3 public ownership - that each entity remains in public ownership, including 
local authority and/ or community ownership, and with strong protections 
in place that prevent privatisation (of the entity itself and the essential 
three waters service delivery assets they own); 

19.4 balance sheet separation - that the water services entity governance 
framework, when taken together with the broader measures to 
implement the three waters reform programme, will provide the entity 
with the financial capacity (including through the ability to borrow) to 
meet the future three waters service delivery investment needs (including 
any existing infrastructure deficit) of the region it serves, without: 

19.4.1 resulting in the debt of water services entities consolidating onto 
the balance sheets of local authorities; or 

19.4.2 requiring additional financial support from the Crown (beyond 
what the Crown has already agreed to provide; that being a 
liquidity facility on similar terms to those available to the Local 
Government Funding Agency, and the 60/40 risk-sharing 
arrangement in the event of a natural disaster) or local authorities; 

20. authorise the Minister of Local Government, in consultation with the Prime 
Minister, the Minister of Finance, and the President of Local Government New 
Zealand to: 

20.1 finalise the Terms of Reference for the working group; and 

20.2 appoint members of the working group, including a suitable independent 
Chairperson, and relevant experts representing local government and iwi/ 
Maori; 

21. note that, other than the independent Chairperson, the Minister of Local 
Government is not proposing to pay fees to the members of the group, but the 
Department of Internal Affairs wi ll meet the costs of travel and other ancillary 
costs associated with hosting meetings of the group; 

22. note that there may be opportunities during the drafting process for the Water 
Services Entities Bill (currently underway) to make immediate improvements to 
aspects of the reform proposals, including in relation to representation, 
governance and accountability arrangements, which can help address the issues 
and concerns raised during engagement while keeping within our bottom lines; 

23. authorise the Minister of Local Government and Minister of Finance to make 
policy decisions that might be required to enable drafting instructions to be 
issued to Parliamentary Counsel Office, if the opportunity arises to make 
immediate improvements to the Water Services Entities Bill before it is 
introduced, but making those improvements involves a reconsideration of 
aspects of the reform proposals previously agreed by Cabinet; 

Other technical working groups to explore key issues during the transition 

24. note that officials in the Department of Internal Affairs will establish additional 
technical working groups to provide support and expertise in relation to other 
key issues that have been raised during engagement with the local government 
sector and iwi/Maori, including: 
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24.1 a group to ensure there is an effective interface between the new three 
waters service delivery system and the reformed resource management 
system; 

24.2 a group to assist with, and advise on, the approach to arrangements 
relating to community/ rural drinking water supplies; 

25. note that the Minister of Local Government has also asked the joint Central-Local 
Government Three Waters Steering Committee to take a close interest in how to 
ensure an effective interface between the three waters and resource 
management reform programmes, working with officials from the Department of 
Internal Affairs and Ministry for the Environment, and with support from the 
group referred to above; 

Maintaining exemptions obtained under the Water Services Act 2021 

26. note that a further issue has arisen during local government engagement, 
regarding clarifying the future obligations of water services entities to continue 
to provide chlorine-free drinking water to communities as part of an exemption 
that a local authority owner may have obtained from Taumata Arowai; 

27. note that under section 57 of the Water Services Act: 

27.1 the chief executive of Taumata Arowai has the power to exempt a 
drinking water supplier from the requirement to use residual disinfection, 
if satisfied that the drinking water supplied will comply with all other 
regulatory requirements on an ongoing basis; and 

27.2 an exemption may continue in force for a maximum of five years; 

28. agree that, in situations where a local authority drinking water supplier has been 
granted an exemption under section 57 of the Water Services Act, the water 
services entity that assumes responsibility for the affected supply will be 
required to continue to provide chlorine-free drinking water until the exemption 
expires; 

29. note that, in these circumstances: 

29.1 the water services entity would be able to pass on any associated costs to 
the community that benefits from the affected water supply; 

29.2 there would be consultation with the affected community about whether 
any further exemptions would be sought at the end of the exemption 
period; and 

29.3 relevant councils, as owners of the water services entity, would have 
mechanisms for reflecting and advocating for their communities' 
interests; 

30. agree that, for clarity, the situation described above will be provided for in 
legislation; 

Entity boundaries 

31. note that, as part of the decisions made in June 2021 [CAB-21-MIN-0226], 
Cabinet agreed the boundaries of the four water services entities, as follows: 

31.1 Entity A comprises the Auckland and Northland regions; 
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31.2 Entity B comprises all districts from the Waikato, Bay of Plenty and 
Taranaki regions and the upper parts of ManawatO-Whanganui region 
(Ruapehu, Whanganui, and Rangitikei); 

31.3 Entity C comprises: 

31.3.1 the local authorities in the eastern and lower part of the North 
Island (Gisborne, Hawke's Bay region , lower parts of the 
ManawatO-Whanganui region, and Wellington regions); and 

31.3.2 the local authorities at the top of the South Island (Tasman, Nelson 
and Marlborough); 

31.4 Entity D comprises the districts and regions in the rest of the South Island, 
including those parts of the Marlborough and Tasman Districts that 
comprise the Ngai Tahu takiwa (as provided by section 5 of the Te 
Runanga o Ngai Tahu Act 1996); 

32. note that, when agreeing to the proposed boundaries for each of entity, Cabinet 
noted that there would be further discussions with those local authorities and 
iwi/Maori that are most affected by some key boundary choices, and invited the 
Minister of Local Government to report back on the results of these discussions 
and to seek agreement to any changes to the boundaries; 

33. note that these discussions have not indicated that there need to be any changes 
to the boundaries that were previously agreed, and the legislation will be 
prepared on the basis of those boundaries, including the application of the Ngai 
Tahu takiwa in relation to the boundaries of Entity C and Entity D (as provided by 
section 5 of the Te Runanga o Ngai Tahu Act 1996); 

34. note that, regarding the boundary between Entity C and Entity D, and the Ngai 
Tahu takiwa approach: 

34.1 councils at the top of the South Island (in Entity C) have expressed 
concern about the potential impact on communities in Seddon and 
Murchison, which would be split into a different entity, but these councils 
are open to working through the practical arrangements that may support 
a different approach; 

34.2 Ngai Tahu remain strongly aligned to a takiwa approach, but have 
indicated a willingness to work on a solution that would see the 
communities in Seddon and Murchison receiving services from Entity C; 

35. agree that officials from the Department of Internal Affairs will work with the 
relevant councils, Ngai Tahu and Te Tau lhu to develop an approach that would 
enable communities in Seddon and Murchison to receive (and be charged for) 
services from Entity C rather than Entity D; 

Pricing issues and transition to economic regulation 

36. note that, in July 2021, Minister of Local Government and Minister of Commerce 
and Consumer Affairs were invited to report back in September 2021 on pricing 
issues and the transition pathway for economic regulation , including whether 
transition funding for the economic regulator is able to be found from within the 
Transforming Three Waters Service Delivery for New Zealanders: Transition and 
Implementation tagged contingency of $296 million established as part of Budget 
2021 [CAB-21-MIN-0269]; 
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37. note that there are several key questions relating to pricing that are of interest 
to Ministers, local authorities, and the public, which w ill be explored further in a 
discussion document on Economic Regulation and Consumer Protection for 
Three Waters Services in New Zealand, and subsequent policy development 
work, including: 

37.1 how pricing issues might arise; 

37.2 what outcomes are being sought from pricing; and 

37.3 what the transition to economic regulation should look like; 

38. note that further advice will be provided on these questions and related matters 
in June 2022, when further policy decisions are sought; 

Funding to support the transition to economic regulation 

39. note that the Transforming Three Waters Service Delivery for New Zealanders: 
Transition and Implementation tagged contingency was established to provide 
funding for the establishment of multi-regional water services entities and the 
transfer of assets, liabilities, staff, and services from local authorities to those 
entities as part of the Three Waters Service Delivery Reform Programme; 

40. note that: 

40.1 the minimum costs associated with the initial work to support the 
transition to economic regulation are estimated at a total of $4 million 
(across 2022/23 and 2023/24); and 

40.2 funding to meet these costs can be found from the Transforming Three 
Waters Service Delivery for New Zealanders: Transition and 
Implementation tagged contingency; 

41. agree to extend the scope of the Transforming Three Waters Service Delivery for 
New Zealanders: Transition and Implementation tagged contingency to include 
costs associated with the initial work to support the transition to economic 
regulation; 

42. agree to fund up to $4 million of the costs associated with the initial work to 
support the transition to economic regulation from the Transforming Three 
Waters Service Delivery for New Zealanders: Transition and Implementation 
tagged contingency; 

43. authorise the Minister of Local Government, the Minister of Finance and any 
other relevant appropriation Minister(s) , to jointly draw down funding from the 
tagged contingency up to a maximum of $4 million to meet the costs associated 
with the work to support the transition to economic regulation , once they are 
satisfied that the work programme for the relevant stage of the transition and 
implementation programme requiring funding to be drawn down has been 
sufficiently developed with detailed timeframes, milestones and costs; 

44. note that further work will be undertaken to identify the quantum and source of 
funding for longer-term costs associated with the economic regulator, and any 
additional costs associated with potential policy decisions regarding economic 
regulation, in 2022; 
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Communicating key messages about pricing and quality outcomes 

45. note that pricing issues are likely to be a significant area of debate and public 
concern in relation to the service delivery reforms, and it will be important to 
clearly communicate the intent around changes to pricing and charging 
arrangements, and how these will be managed over time, as part of the reform 
announcements and transition; 

46. note that the Minister of Local Government and Minister of Commerce and 
Consumer Affairs propose to focus the communications around the following key 
messages: 

46.1 the three waters reforms are designed to deliver much higher quality 
water services at a much lower cost than would be achievable if water 
services continue to be provided by 67 local authorities; 

46.2 the economic regulation regime will have a strong focus on ensuring that 
customers pay no more than they need to for the services they receive, 
while ensuring that the new water services entities are financially 
sustainable and can access the finance required to address the 
infrastructure deficit; 

46.3 a cornerstone of the reforms will be providing consumers and 
communities with a strong voice on how water services are delivered, and 
making water services entities accountable for delivering on consumer 
and community expectations; 

46.4 there will not be significant short-term changes to the way in which water 
services are currently paid for; the priority is setting up the entities for 
success and ensuring that they have sufficient revenue to operate 
sustainably and begin to address the infrastructure deficit; 

46.5 the Government wi ll undertake further work to understand the impact of 
different pricing structures and changes in pricing on consumers, but will 
not be mandating the use of variable/volumetric charging as part of the 
reforms; 

46.6 over time, prices and charges will need to evolve to achieve the right 
balance between affordability, equity and efficiency, and each water 
services entity will be required to work this through with the customers 
and the communities they serve, taking account of their preferences for 
how these objectives should be balanced; 

Legislative implications 

47. agree that decisions in this paper relating to the approach to reform be 
implemented through the Water Services Entities Bill, which is included in this 
year's legislative programme with a priority category 4 (to be referred to select 
committee within the year); 

48. invite the Minister of Local Government to issue drafting instructions to 
Parliamentary Counsel in accordance with the decisions in this paper. 
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Authorised for lodgement 

Hon Nanaia Mahuta 

Minister of Local Government 
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Appendix A: List of engagements with local government, iwi/Maori, 
and industry stakeholders 

The table below provides an overview of formal engagements and discussions held with the 

loca l government sector, iwi/Maori, and industry experts on the case for change and t he 
reform proposals. This table begins w ith the Government's national evidence base released 

(1 June 2021) and runs t hrough t o t he end of t he August/September period of engagement 
(1 October 2021). 

The table does not capture the countless communications updates, correspondence, phone 

calls and informal discussions between the loca l government sector and members/ officials 
from Local Government New Zea land (LGNZ), Taituara, t he Department of Internal Affa irs 
(DIA), and t he Minist er of Loca l Government (MoLG). 

This table also does not captu re t he more extensive technica l support engagement s, wh ich 

the LGNZ support team of technical expert s have provided in a number of different formats, 
as preferred by counci ls, across the country. This t echnica l support was available t o all 
counci ls, with t he majorit y of counci ls utilising t his support mult iple t imes t hroughout t he 

August/September period. 

Key: lwi / M aori Local Government Joint Local Government and iwi Other/Industry 

Date (2021) I Engagement IEngagement with IWhere 

1 June 

Webinar w ith for Mayors, Chairs and 
Chief Execut ives t o explain the nationa l 
evidence base release 

DIA 

Online 

3 June 
Meeting w ith LGNZ Executive Leadership 
t eam 

MoLG and LGNZ 
Wellington 

4 June Meeting w ith Te Tau lhu iw i MoLG Online 

8 June 
Detailed question and answer webinar 
for council technical leads 

DIA 
Online 

10June Meeting w ith Ngai Tahu representat ives DIA Online 

14June 

Presentat ion to indust ry hosted by 

Russell McVeagh 
MoLG 

Wellington 

15June 
Discussion at Zone Five (upper South 
Island Councils) meeting 

MoLG, LGNZ 
and DIA Christchurch 

15June Hui with Waikato Tainui DIA Hopuhopu 

16June 
Trade and Indust rial Waters Forum 
Conference 

MoLG 
Wellington 

16June 
Institute of Finance Professionals New 
Zealand, Infrastructure panel 

DIA 
Wellington 

17 June 
Presentat ion to indust ry hosted by 
Russell McVeagh 

MoLG 
Auckland 

17June 

Hui with Hawkes Bay Regional Council 

and Ngati Kahungunu representatives 

DIA 

Napier 

18June 
Meeting w ith Auckland Council 
Governing Body 

MoLG and DIA 
Auckland 

21June LGNZ Chief Executives Forum LGNZ and DIA Wellington 

23June 
Construction Sector Accord Workshop on 
interface with Water Reform 

DIA and MBIE 
Wellington 

25June Meeting w ith Otago Regional Council DIA Otago 
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Date (2021) I Engagement I Engagement with I Where 

28June 
Joint Central/Local Government Steering 
Commit t ee meeting 

LGNZ, Taituara 
and LGNZ Wellington 

29June 

Webinar for all council elected members 
and Chief Executives on Cabinet 
decisions on entity size, shape and 
design features 

DIA 

Online 

30June 
Webinar for all iwi on Cabinet decisions 
on entit y size, shape and design features 

DIA 
Online 

1 July Hui with Waikato River iwi DIA Rotorua 

1 July Meeting with LGNZ 
MoLG, MoF and 
LGNZ Wellington 

2 July 
Discussion at Zone Six (lower South 
Island counci ls) meet ing 

MoLG, LGNZ 
and DIA Dunedin 

2 July Hui with Maniapoto Maori Trust Board DIA Te Kuiti 

2 July 

Discussion with Inst itute of Public Works 
Engineering Australasia (IPWEA) 

Canterbury members 

DIA 

Christchurch 

5 July Hui with Wellington iwi DIA Porirua 

8 July 

Question and answer webinar for all 
counci l elected members and Chief 
Execut ives 

DIA 

Online 

9 July M eeting with Auckland Council MoLG and DIA Auckland 

11 July Meeting with LGNZ 
MoLG, MoF and 
LGNZ Online 

12 July 

Webinar for council Chief Execut ives and 
nominated staff on early t ransition 
planning 

DIA 

Online 

12 July 

Discussion wit h Central North Island 
council Chief Executives 

DIA 
Wellington 

12 July 

Meeting with Maori Council officers on 
working w ith mana w henua through 

reform 

DIA 

Wellington 

12 July 
Meeting with Environmental Defence 
Society 

DIA 
Wellington 

14 July 

Hui with Te Maruata (LGNZ Maori 
Commit tee - a sub-group of National 
Council) 

MoLG, LGNZ 
and DIA 

Blenheim 

14 July Hui wit h nga iwi o Te Tau lhu MoLG and DIA Blenheim 

14 July 
Meeting with councils from t he top of 
the Sout h Island 

MoLG and DIA 
Blenheim 

15 July 

Waikato District Council stormwater 
regulation hui 

DIA 
Online 

15-16 July 

LGNZ National Conference including 
announcement of financial support 
package 

Prime Minister, 
Minister of 
Finance, MoLG, 
M inister of 
Housing, 
Steering 
Committee 
Chair, LGNZ, 
and DIA Blenheim 
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Date (2021) I Engagement I Engagement with I Where 

19 July Discussion with E Tu Union DIA Online 

20 July 

Discussion with Public Service 

Association 
DIA 

Auckland 

21 July 
Meeting with Auckland Council Planning 
Officers 

DIA 
Auckland 

22 and 23 July 
Discussion with Zone Two (Upper North 
Island councils below Auckland) 

LGNZand DIA 
Taupo 

22 July 
Meeting with representative from 
Waikato-Tainui 

MoLG 
Hamilton 

22 July 
Webinar for all Mayors and Chief 

Executives 
LGNZ 

Online 

22 July 
Presentation at Local Government 
Funding Agency Shareholders event 

DIA 
Wellington 

22 July Infrastructure NZ policy event MoLG and DIA Auckland 

23 July 
Transformation hui w ith Christchurch 
City Council 

DIA 
Christchurch 

23 July Transformation hui w ith WSP DIA Christchurch 

26 July 
Joint Central/Local Government Steering 
Committee meeting 

LGNZ, Taituara 
and LGNZ Wellington 

28 July Discussion with Amalgamated Workers 
Union NZ 

DIA 
Auckland 

28 July 
Meeting with Greater Wellington 
Regiona l Council Chair 

MoLG and DIA 
Wellington 

28 July Meeting with Gisborne District Council 

DIA and 
Steering 
Committee 
Chair Gisborne 

28 July Meeting with Waikato-Tainui DIA Ngaruawahia 

29 July Transformation hui w ith AECOM DIA Auckland 

2 August Meeting with Dame Karen Poutasi, 
Taumata Arowai Chair 

MoLG Online 

2 August Waikato District Council/ Transitiona l 
Industry Training Organisation Steering 

Group Meeting 

DIA Online 

2 August Webinar for council Chief Executives and 

nominated staff on transition planning 
DIA Online 

3 August Question and answer session with 
Waimakariri District Council 

DIA Online 

4 August Discussion with Tasman District Council 

on the t ransition approach 
DIA Online 

5 August Hui with all council's collectively from 
across Entity B 

LGNZ and DIA Taupo 

5-6 August lwi Chairs Forum MoLG Online 

5 August Webinar for Mayors and Chief Executives 

w ith guest speakers form Beca and 
FarrierSwier 

LGNZ Online 

6 August Meeting with senior waters staff from 

counci ls across all of Entity A 
DIA Whangarei 

6 August Discussion at Zone Four meeting (greater 
wellington region) 

LGNZ and DIA Hutt City 
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Date (2021) I Engagement I Engagement with I Where 

6 August Meeting w ith Wairoa Mayor Craig Little MoLG and DIA Online 

9 Aug-21 Local Authority Protection Programme 
Disaster Fund (LAPP) Board meeting 

DIA Wellington 

9 August Question and Answer session with 
Canterbury Engineering Managers Forum 
(collective of council staff across the 

Canterbury region) 

DIA Online 

9 August Wellington Council working group LGNZ Wellington 

9 August Grey District Council w orkshop LGNZ Online 

9 August Webinar for council elected members LGNZ Online 

10 August Discussion with Engineering Leaders 

Forum (includes IPWEA, Water NZ, 
Association of Consult ing Engineers, Civil 
Contractors NZ, Cement NZ, University of 
Canterbury, Electricity Engineers 
Association, IT Professionals NZ) 

DIA Wellington 

10 August Kapiti Coast councillor workshop LGNZ Kapit i 

10 August Te Ao Maori Technical Working Group DIA Auckland 

10 Aug-21 Overview of reform proposals and 
question and answer webinar hosted by 
Water NZ for their members 

DIA Online 

11 August Meeting w ith West Coast council Mayors LGNZ Online 

11 August Technical call to discuss indicative 
financial modelling and 'no worse off' 
funding support with Chatham Islands 
Council 

DIA/ LGNZ Online 

11 August Technical call to discuss indicative 
financial modell ing and 'no w orse off' 
funding support with Manawatu District 
Council 

DIA/ LGNZ Online 

12 August Technical call to discuss indicative 

financial modelling and 'no worse off' 
funding support with South Waikato 
District Council 

DIA/ LGNZ Online 

12 August Technical call to discuss indicative 
financial modelling and 'no worse off' 
funding support with Hutt City Council 

DIA/ LGNZ Online 

12 August Technical call to discuss indicative 
financial modelling and 'no worse off' 
funding support with Dunedin City 
Council 

DIA/ LGNZ Online 

12 August Technical call to discuss indicative 
financial modelling and 'no worse off' 

funding support with Wellington City 
Council 

DIA/ LGNZ Online 

12 August Technical call to discuss indicative 
financial modelling and 'no worse off' 

funding support with Whangarei District 
Council 

DIA/ LGNZ Online 
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Date (2021) I Engagement I Engagement with I Where 

12 August Technical call to discuss indicative 
financial modell ing and 'no worse off' 

funding support with Christchurch City 
Council 

DIA/LGNZ Online 

12 August Discussion with Amalgamated Workers 

Union NZ 
DIA 

Auckland 

12 August Discussion with Aviation and Marine 
Engineer Association 

DIA Auckland 

13 August Overview of reform proposals and 
question and answer webinar hosted by 
IPWEA for their members 

DIA Online 

13 August Deloitte - extending Wellington Water 
study t o meet objectives of Waikato 

District Council/ Transitional Industry 
Training Organisation three Waters 
Workforce Strategy project 

DIA Online 

13 August LGNZ metro sector meeting LGNZ and DIA Wellington 

14 August Meeting with Waitomo District Council 
Mayor John Robertson 

MoLG Te Kuiti 

16 August Meeting with Forest and Bird Chief 
Executive Karen Hague 

MoLG Online 

16 August Central Hawkes Bay Regional 
Collaboration forum 

LGNZ and DIA Hawkes Bay 

16 August Technical briefing w ith Whangarei CEO 
and water general manager 

LGNZ Whangarei 

16 August Meeting with Local Government Funding 
Agency Executive 

DIA Online 

16 August Discussion with Amalgamated Workers 

Union NZ 
DIA 

Auckland 

17 August Speech at Bay of Plenty Regional Council 

Komit i Maori meet ing 
MoLG Rotorua 

17 August Meeting with Bay of Plenty Regional 
Council Chief Executive and Chair 

MoLG Rotorua 

17 August Technical briefing w ith Otorohanga 
District Council 

LGNZ Online 

18 August Technical briefing w ith Wellington City 

Council 
LGNZ Wellington 

18 August Technical Briefing with Manawatu 
District Council 

LGNZ Online 

16 August Technical briefing w ith Matamata-Piako 
District Council 

LGNZ Online 

18 August Hui with Ngat i Whatua representatives DIA Auckland 

19 August Local Government Funding Agency 

investors meet ing 
DIA Online/Auckland 

19 August Question and answer webinar w ith 
Mayors and Chief Executives 

LGNZ Online 

19 August Technical workhop with Manawatu 
Council 

LGNZ Online 

19 August Question and answer webinar for council 
Chief Financial Officers 

Taituara and 
DIA 

Online 
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Date (2021) I Engagement I Engagement with I Where 

20 August Technical workshop with Central Otago 
counci ls 

LGNZ Online 

20 August Attended Entity A councils' people and 
workforce hui 

DIA Online 

23 August Wellington Councils working group LGNZ Online 

24 August Greater Wellington Region Wananga LGNZ Online 

24 August Hui of all iwi across Entity B (no Government 
or LGNZ 

attendee, but 
content support 
provided in 
advance) 

Online 

24 August Technical briefing with Christchurch City 

Council 
LGNZ Online 

25 August Meeting with New Zealand Uti lities 

Advisory Group 
DIA Online 

26 August Meeting with Central Otago District 
Council 

LGNZ and DIA Online 

26 August Meeting with M inister and LGNZ 
leadership 

MoLG and LGNZ Online 

26 August Porirua workshop LGNZ Online 

26 August Hui with Te Uri o Hau representatives DIA Online 

30 August Hui with Whakatane District Council and 
Bay of Plenty iwi 

DIA Online 

30 August Technical briefing with Waimakariri 
District Council 

LGNZ Online 

30 August Meeting with Christchurch City Council 
Chief Executive 

DIA Online 

30 August Webinar for council Chief Executives and 
nominated staff on transit ion planning 

DIA Online 

31 August Question and answer session with 
Ashburton District Council 

DIA Online 

31 August Detailed workshop on Governance 
proposals 

LGNZ Online 

31 August Meeting with Clutha District Council DIA Online 

31 August Meeting with Federated Farmers 
(primarily to discuss the drinking water 

regulatory environment) 

MoLG and DIA Online 

31 August Meeting with a variety of counci l Mayors 
and Chief Executives on the funding 

allocations 

LGNZ and DIA Online 

31 August Technical briefing with Selwyn District 

Council 
LGNZ Online 

31 August Technical briefing with Upper Hutt City 
Council 

LGNZ Online 

31 August Technical briefing with Nelson City 

Council 
LGNZ Online 

31 August Technical briefing with Ashburton District 

Council 
LGNZ Online 
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Date (2021) I Engagement I Engagement with I Where 

31 August Data and Digital hui with Watercare DIA Online 

31 August Attended Entity A councils people and 
workforce hui 

DIA Online 

1 Sept Technical briefing w ith Palmerston North 

City Council 
LGNZ Online 

1 Sept Technical briefing w ith South Taranaki 

District Council 
LGNZ Online 

1 Sept Technical briefing w ith Ruapehu District 
Council 

LGNZ Online 

1 Sept Technical briefing w ith Masterton 
District Council 

LGNZ Online 

2 Sept Workforce Development Strategy Project 
Working Group (includes members from 
Hamilton City Council, Connexis, 
Taituara, Wellington Water, Citycare 
Water, Water NZ, and Taumata Arowai) 

DIA and 
Taituara 

Online 

2 Sept Hui with Te Uri o Hau representatives DIA Online 

2 Sept Detailed workshop on maintaining 
community voice 

LGNZ Online 

2 Sept Webinar w ith Mayors and Chief 
Executives including guest speakers from 
TasWater and Tasmanian councils 

LGNZ Online 

2 Sept Technical briefing w ith Greater 
Wellington Regional Council 

LGNZ Online 

3 Sept Webinar w ill all council elected members 

on the reforms w ith guests from Victoria 
Water in Australia 

LGNZ Online 

3 Sept Discussion with Public Service 

Association 
DIA 

Online 

6 Sept Detailed workshop on integration w ith 
counci l planning 

LGNZ Online 

6Sept Hui with Young Elected Members LGNZ Online 

6 Sept Technical briefing w ith Tararua District 

Council 
LGNZ Online 

6Sept Technical briefing w ith Dunedin City 
Council 

LGNZ Online 

6Sept Hui with Ngati Kahungungu 
Representatives 

MoLG and DIA Online 

6Sept Stormwater asset transfer implications 
discussion group establishment w ith 

Queenstown Lakes District Council, 
Waimakariri District Council, Dunedin 
City Council 

DIA Online 

6Sept Waikato District Council/ Transitional 
Industry Training Organisation Connexis 
Workforce Strategy project discovery 
Session 1 

DIA Online 

7 Sept Hui with all council' s collectively from 

across Entity B 

LGNZ and DIA Online 

7 Sept Public Service Association discussion DIA Online 
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Date (2021) I Engagement I Engagement with I Where 

7 Sept Discussion with Citycare Water DIA Online 

7 Sept Discussion with Energy Academy about 
their Training model for Orion Energy 

DIA Online 

7 Sept Te Ao Maori Technical Working Group DIA Online 

8 Sept Detailed workshop on Rural Schemes LGNZ and 
Steering 
Committee 
Chair 

Online 

8 Sept Technical briefing w ith South Wairarapa 
District Council 

LGNZ Online 

8 Sept Hui with New Plymouth District Council 

and Taranaki iwi 
DIA and 
Taumata Arowai 

Online 

8 Sept Pre meet Hui with Hauraki, Thames-
Coromandel and Matamata-Piako 

District Councils and local iwi 

DIA Online 

8 Sept Question and answer session with 
Wellington City Council 

DIA Online 

8 Sept Systems of Record scoping meeting with 

Watercare 
DIA Online 

9 Sept Stormwater asset transfer implications 
discussion group with Queenstown Lakes 

District Council, Waimakariri District 
Council, Dunedin City Council 

DIA Online 

9 Sept Watercare hui about the Waikato District 

Council/ Transitional Industry Training 
Organisation 3Water Workforce Strategy 

project 

DIA Online 

9 Sept Waikato District Council/ Transitiona l 
Industry Training Organisation Connexis 

Workforce Strategy project d iscovery 
session 2 

DIA Online 

9 Sept Technical briefing w ith Tasman District 
Council 

LGNZ Online 

9 Sept Technical briefing w ith Central Hawke's 
Bay District Council 

LGNZ Online 

10 Sept Technical briefing w ith Auckland City 
Council 

LGNZ Online 

10 Sept Presentation from Waikato District 
Council on interface and transfer of 

stormwater assets 

DIA Online 

10 Sept Ngai Tahu management hui DIA Online 

10 Sept Discussion with Kaipara District Council 
General Manager People+ Capability 

DIA Online 

13 Sept Webinar for counci l Chief Executives and 

nominated staff on transition planning 
DIA Online 

13 Sept Question and answer session with 
Selwyn District Council 

DIA Online 

13 Sept Technical briefing w ith Horowhenua 
District Council 

LGNZ Online 

PageBof10 

2rnfoawa2b 2021-10-18 11 :23:34 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



Date (2021) Engagement I Engagement with I Where 

13 Sept Meeting with Amalgamated Workers 
Union NZ about their training volumes in 

Three Waters workforce 

DIA Online 

13 Sept M eeting with Whakatane District Council 
and local iwi 

DIA Online 

13 Sept Hui with Hauraki, Thames- Coromandel 
and Matamata-Piako District Councils 
and local iwi 

DIA Online 

14 Sept Meeting with Queenstown Lakes District 
Council 

DIA Online 

14 Sept Technical briefing with Waimate District 

Council 
LGNZ Online 

14 Sept Waikato Dist rict Council/ Transitional 
Industry Training Organisation 3Water 

Workforce Strategy project proposal 

DIA Online 

14 Sept Refresher webinar and question and 

answer session for all iwi/Maori contacts 
DIA Online 

15 Sept Employers and Manufacturers 
Association Members Forum 

MoLG and DIA Online 

15 Sept Hui with representatives from nga iwi o 
Te Tau lhu 

MoLG and DIA Online 

15 Sept Hui with Ngat i Kahungungu 

representatives 
DIA Online 

15 Sept Technical briefing with Kaipara District 
Council 

LGNZ Online 

15 Sept Charging and pricing hui with Waikato 
District Council 

DIA Online 

16 Sept Hui with Ngat i Wai representatives DIA Online 

16 Sept Webinar for Mayors and Chief Executives 
to discuss key areas of feedback on 
reform proposals 

LGNZ Online 

16 Sept Technical briefing with South Waikato 

District Council 
LGNZ Online 

16 Sept Data and Digital hui with Wellington 

Water 
DIA Online 

16 Sept Discussion with Public Service 

Association 
DIA 

Online 

16 Sept Discussion with First Union DIA Online 

16 Sept Meeting with Healthy Waters, Auckland 
Council - regarding the Waikato District 
Council/ Transitional Industry Training 
Organisat ion Three Waters Workforce 

Strategy project 

DIA Online 

17 Sept Hui with Rotorua Lakes Counci l and iwi 
representat ives 

MoLG and DIA Online 

17 Sept Meeting of sub-group of Entity C Chief 

Execut ives (made up of 6 representative 
CEs) 

LGNZ Online 
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Engagement I Engagement with I WhereDate (2021) 

17 Sept Meeting with Watercare - Chief Online DIA 
Executive and General Manager Healthy 

Waters 

17 Sept Wellington Water - seeking interest in DIA Online 
participating in Waikato District Council/ 
Transitional Industry Training 
Organisation 3Water Workforce Strategy 

project 

20 Sept Charging and pricing hui with Watercare DIA Online 

20 Sept Water Services Managers Group (Water Online DIA 
NZ) Committee meeting 

20 Sept Waikato District Council/ Transitiona l DIA Online 
Industry Training Organisation 3Water 

Workforce Strategy project proposal 

20 Sept Technical meeting with Wellington Online LGNZ 
Councils 

20 Sept Hui with 6potiki District Council and iwi Online DIA 
representatives 

21 Sept Meeting of all Mayors and Chief Online LGNZ 
Executives from across Entity C 

21 Sept Attend New Plymouth District Council DIA Online 
meeting as technical support 

22 Sept Meeting with Waikato District Council MoLG and DIA Online 
Waters Governance Board 

22 Sept Meeting with Ruapehu Dist rict Council DIA Online 

22 Sept All of entity B councils collective meeting LGNZ and DIA Taupo 

22 Sept Online 

22 September 

DIADiscussion with E Tu Union 

Hui with Ngai Tahu and working party of MoLG and DIA Online 
South Island Mayors 

23 Sept Pre-meeting with Rangitane Tu Mai Ra DIA Online 
Trust 

23 Sept Meeting with Gisborne District Council MoLG and DIA Online 

23-24 Sept Visit to Clutha District rural water DIA Clutha 
scheme 

27 Sept Discussion at Canterbury Mayoral Forum Online 
and DIA 

27 Sept 

MoLG, LGNZ 

Virtual roadshow of Australian water Online LGNZ, Taituara 
services hosted by SPICAE and DIA 

27 Sept DIA Online 

30 Sept 

Hui with Te Runanganui-o-Ngati Hikairo 

Discussion at Zone Six (lower South MoLG, LGNZ 
Island councils) meeting Online 

30 Sept 

and DIA 

Webinar for Mayors and Chief Executives LGNZ Online 
to discuss key areas of feedback on 
reform proposals 
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Appendix B: Emerging themes and issues from engagement with local government 

This appendix summarises the key themes of feedback local Government New Zealand and t he Department of Internal Affairs have heard through their engagements with local government t hroughout t he two-month 
engagement process. It focuses primarily on the main feedback heard at the time of draft ing the Cabinet paper and from t he specific workshops run by local Government New Zea land dur ing the engagement process. It 
does not reflect t he feedback received in formal submissions from each council, which w ill be analysed, summarised and reported on separately. 

As the Government is commit ted to continuing t he part nership approach with local government, engagement on t he t hree waters reform is not constrained to a point in t ime (e.g. the August/September 2021 period) 
and w ill continue th roughout t he lifetime of t he reforms. 

This table focuses on the high-level themes of feedback heard across the meetings and workshops - it does not captu re every unique piece of feedback t hat officials have heard at a loca l level. 

Theme / issue Suggested options from local government Next steps and work underway I I 
Governance arrangements for the water serv ices entities All counci ls (and mana whenua) have a seat on the Regional Representative• W hile t he governance arrangements must give effect to the Government's• 

Regional Representative Group: • 
0 Number of representatives proposed does not give individual 

counci ls or hapu/lwi enough representation 

0 Concerns that lw i should have been involved in the design process 

Group - a Shareholders Council type model 

The entit y must "give effect to" council Long-Term Plans, for at least an• 
initial period 

The Regiona l Representative Group develop a "kawenata" or covenant that • 
sets out the expectations at a principles level for our communit ies that the 

bottom lines, there are certain design aspects that can be furt her explored 
w ith loca l government and lw i/Maori to help address some concerns 

A workshop was run by Local Government New Zealand (LGNZ) t o discuss• 
this issue and ident ify alt ernative opt ions preferred by loca l government 

The Department also held a workshop w ith LGNZ, the Treasury, the M inistry • 
0 Lack of influence the Regional Representat ive Groups have over ent it ies have to deliver to and live up to. This would improve accountabilit y of Business, Innovation and Employment and consultants t o discuss 

the board of the ent ities to local councils and mana w henua alternative solutions and options to modify t he proposed model 

0 Currently unclear how people would be selected for this group or Opt ions could include combinations of the scenarios already tested (e.g. a• The Cabinet paper proposes establishment of a working group on• 
removed shareholding model, with government support in terms of a liquidity representation, governance and accountability arrangements for the new 

Concern over the arrangements being 50:50 w ith mana whenua (this • 
feedback is most ly in the Sout h Island and relates to a narrat ive t hat 

mana whenua do not make up 50% of t heir population; or have not 
provided anything, l ike the council assets, to 'earn' t his role) 

The proposed 'ownership structure' does not reflect ownership as most• 
councils currently understand 

faci lity, and stronger role for the Regiona l Representat ive Groups) 

People are finding t he governance model hard to understand. Explaining it • 
more clearly will resolve some concerns, including a better diagram 

Two alternative models suggested are: • 
0 A council-controlled organisation model 

water services ent it ies - this group would recommend t o the M inister of 

Local Government an alternat ive design that seeks to address t he issues and 
concerns that have been raised, while remaining consistent with the 
Government's reform object ives and bottom l ines 

In discussion with LGNZ, a draft Terms of Reference has been prepared for• 
this working group 

If local authorit ies are owners on behalf of communit ies, t hen t hey • 
would like more ability t o exercise the rights that a reasonable person 

0 A cooperative model, simi lar t o Fonterra The paper seeks Cabinet 's agreement to the Minister of Local Government • 
finalising t he terms of reference and appoint ing membership of the group, in 

would associate with ownership consultation w ith the Prime M inister, M inister of Finance, and President of 
LGNZ 

0 If counci ls have no equity or assets, and limited influence, public 
wi ll view t hat as a loss of ownership Further refinements t o the policy can also be amended in the select• 

committee stage of establishing legislation following submissions from the 
How can we achieve balance sheet separation w ithout dramatically• public and loca l government 
reducing control and accountability to communit ies and mana w henua? 

Accountability While t he Independent Selection Panel makes recommendat ions for• W hile t he accountability mechanisms must give effect to the Government's• 
Lack of mechanisms to hold the board to account - concern t hat t he • 
inabilit y to appoint and remove directors will lead to poor operating 

appointment, t he Regional Representat ive Group should be able to hire/fire 
and hold t he board t o account 

bottom lines, there are certain design aspects that can be furt her explored 
w ith loca l government and lw i/Maori to help address some concerns 

performance by water services entities Independent Selection Panel could be an advisory board to the Regional • A workshop was run by Local Government New Zealand (LGNZ) to discuss • 
The Independent Selection Panel is seen as an unnecessary addit ional • 
layer between the Regional Representative Group and t he entity 

Representat ive Group, not an additional layer between the Representative 
Group and the Board 

this issue and ident ify alternative options preferred by local government 

The Department also held a workshop w ith LGNZ, the Treasury, t he M inistry • 
0 Removes democratic accountabil ity over t he entity 

0 The Independent Selection Panel could ensure the candidates have 

the necessary competencies etc, and guide them t hrough the 
of Business, Innovation and Employment and consultants t o discuss 
alt ernat ive solutions and options to modify t he proposed model 

Protections against privatisat ion have been weakened • process of selection 
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Theme / issue Suggested options from local government Next steps and work underwayI I 
• Concern that communities would hold the councils accountable for the o The Regiona l Representative Group then holds the board to • The Cabinet paper proposes establishment of a working group on 

water entities' performance, and under the current proposed model the account with respect to delivery against the Statement of representation, governance and accountability arrangements for the new 
councils wouldn' t have any rea l control over the entity Performance Expectations water services entit ies - this group would recommend to the Minister of 

o There is mixed feedback on this with some councils wanting a o Having the ability to hire/fire retains the ability to have strong Local Government an alternative design that seeks to address the issues and 

greater role, while others would like clearer accountability straight influence over expectations concerns that have been raised, while remaining consistent with the 

from the consumer/community to the entity 
Government's reform objectives and bottom lines 

• Differentiating consumer accountability (which will be covered by 
economic regulation work) from community accountability 

• Stronger direct accountability mechanisms for councils to call water 
services entit ies to account for non-delivery or non-performance 

• In discussion with LGNZ, a draft Terms of Reference has been prepared for 
this working group 

• The paper seeks Cabinet's agreement to the Minister of Local Government 
finalising the terms of reference and appointing membership of the group, in 

consultation w ith the Prime M inister, M inister of Finance, and President of 
LGNZ 

• Further refinements to the policy can also be amended in the select 
committee stage of establishing legislation following submissions from the 
public and loca l government 

Community voice 

• Concern smaller and rural communities will not have sufficient influence 
in the large entities, and the larger cities and towns w ill be prioritised for 
investment 

• Lim ited number of people on the Regional Representative Group will 
mean the priorit ies of all counci ls/communities w ill not be represented. 
This is particularly reflected in concerns that exemplify rural, provincia l 
and metropolitan differences 

• Concern that if an entity is not located in their region (or the council is 
not on the Regional Representative Group) then your voice w ill not be 

heard, and the unique needs of the community w ill not be taken into 
account 

Create more links from the entity back to councils, including around • 
prioritisation. For example, an annual planning process that incorporates 
council priorities and is agreed at a regional level, or a direct link from Long 

Term Plans into entity plans 

Council Asset Management Plans could be used to challenge the water• 
services entit ies and hold them to account 

Sub regional groups could provide clear performance expectations and key • 
performance indicators that water services entit ies need to meet 

Create better protection for the consumer - a layer they can complain to• 
when things go wrong, eg an ombudsman-style role 

Have mult iple consumer forums within one entity, enabling them to• 
operate at a more loca lised level 

A workshop was run by LGNZ to discuss this issue and seek alternative • 
options preferred by loca l government 

Part of the governance and accountability workshop run by the Department• 
focused on the community voice and influence issues, and options identified 
by local government and central government are being reconsidered 

There is room to further refine and amend policy decisions to strengthen the• 
community voice and influence mechanisms. This will include consideration 

of community voice in the above proposed work, as well as further pol icy 
work developed in key areas such as: 

o Proposals relating to the maintenance of exemptions, by the new 
water services entit ies, under the Water Services Bill; and 

o Investment prioritisation process for new entit ies, including putting 

• Concern levels of service and maintenance will drop after the transition 
(e.g. call out time if the entity staff is based in main centres) 

• Concern that councils will not be able to influence decisions they feel are 
important to their communities' aspirations 

• Ability for communities to have a degree of self-determination and have 
higher levels of service than other areas may want (e.g. chlorination) 

• Need for a mechanism to deal with counci ls' competing priorities 

• Communities need a simple and easy mechanism to have their say 

• Diversity (both cultural and geographic) within entities would leave local 
issues overlooked 

Equal representation between rural, provincial and metro councils on • 
Regional Representative Groups would alllow sma ll communities to be 

heard 

together transitional asset management plans bui lding on existing 
Long-Term Plans 

The development of service level standards. Concerns related to pricing and • 
horizontal equity will be considered in decisions on the design of economic 
and pricing regulation, being led by the M inistry of Buisnees, Innovation and 
Employment The work led by the Ministry of Business, Innovation and 
Employment w ill also include consideration of consumer protection including 

duties to vulnerable consumers and mechanisms for consumer disputes 

• Further refinements to the policy can be amended in the select committee 
stage 

How the system will work with the resource management and planning 
system 

• A nationally agreed methodology for how the water services entities 
prioritise operating renewals and capital spend for their region. This needs 

to be bound into the spatial planning and Natural & Built Environment Act 
planning processes 

• Cabinet has previously agreed that an objective of the water services entit ies 
w ill be supporting and enabling housing and urban development - this w ill 
mean that the entit ies will need to engage in a meaningful and effective 

manner w ith local authorities, and directly with communities, when 
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Theme / issue Suggested options from local government Next steps and work underway I I 
Water shapes how communit ies grow and develop - therefore councils • 
want to be able to influence water infrastructure and services provision 
as part of this mix 

Concern about alignment between entities and communit ies' aspirations • 
for future growth 

How the relationship between councils, developers and entit ies wi ll• 
operate 

How the Government Policy Statement, spatial plans, the proposed • 
Natural & Built Environment Act and the regulators (including regional 
councils) wil l all work together 

How will the strategic trade-offs happen with the entit ies, and what role • 
will councils have in this 

Connection between spatial planning and water planning needs to be• 
strong and seamless 

0 Spatial planning needs to sit w ith councils who tell the water 
services entities where they need water infrastructure 

0 Water services entit ies focus on nuts and bolts of delivering water 
services 

0 Strong collaboration is key 

Legislated transparency around spatial planning and alignment of• 
t imeframes across the water services entit ies councils as well as with other 
agencies like Waka Kotahi 

Create mechanism for councils to challenge issues and prioritisation of• 
investment 

developing their investment prioritisation methodology and asset 
management plans 

Workshops have been organised with the Ministry for the Environment to• 
discuss alignment between the three waters and resource management 

systems 

The joint Central-Local Government Three Waters Steering Committee has• 
also been asked to closely consider how the interface between the three 

waters and resource management reforms can be made to work together, 
and to work together with officials from the Department and the Ministry for 
the Environment on this 

A technical working group is going to be established to ensure the legislative • 
and policy settings will support the range of interactions between water 
service entit ies and local authorit ies that are needed to enable housing and 

The different operating environment for growth councils • Introduce mediator/adjudicator on prioritisation• urban development 

Work is underway to consider and advise on the detailed functions, duties • 
and expectations of water services entities to participate in local and regional 
planning processes and to give effect spatial and other plans - this work wil l 
inform the drafting of the second water services entity 

The Central and Local Government Three Waters Steering Committee will be • 
used to inform advice on entity functions and duties related to local and 

regional plans 

Stormwater 

More certainty and clarity on how stormwater assets w ill be transferred• 
to the water services entit ies, and how it will be managed 

The interdependencies of stormwater, land drainage and treatment w ith• 
planning subd ivision and development 

Interdependencies between stormwater and other council-run assets• 
(e.g. wetlands, roads, parks) 

Provide further clarity and certainty on how stormwater will be included in • 
the reforms, and what the implications m ight be for regional counci ls and 
communit ies 

A report prepared by the Stormwater Technical Reference Group has been • 
published, and outlines initial t hinking on how stormwater could be included 
in the three waters reform 

Further policy work is underway on the detail required to transfer and• 
manage stormwater assets under the proposed three waters system, final 
decisions on these aspects wil l be considered by Cabinet at the beginning to 
middle of next year, to be incorporated into the drafting of the second water 
services entities bill 

Pi lot studies are being developed w ith a group of counci ls to t est how the• 
transfer of stormwater assets might occur. The outcomes of these pilot 
studies w ill inform both the policy work on the second bill and work in the 
transit ion unit 

The treatment of rural water schemes in t he new system Provide clarity on how and when to apply acceptable solutions (this is • Taumata Arowai is undertaking significant work to develop the mechanisms• 
Rural communities are concerned they wi ll subsidise urban areas, • 
especially in relation to wastewater systems 

related to the Water Services Bill and Taumata Arowai) 

Provide clarity and advice on whether territorial authorities can retain • 

needed to support unregistered supplies and ensure that the regulatory 
requirements are fit for purpose (for example, through the development of 
acceptable solutions that can be used by small suppliers) 

Rural communities have a different expectation of service, for example • 
townships might have a restricted supply 

water schemes 

Define more clearly what rura l means - stock schemes, rural schemes, small • 
Changes were made to the Water Services Bill to extend the t ransit ion• 
w indow for small unregistered suppliers to align with the transit ion to and 

Many rural schemes have a governance structure attached to them,• towns, houses? establishment of the new water services entit ies - this will enable the 
which the community and farmers have contributed to and have a sense Provide more clarity on what is in the Water Services Bill and how it wil l • entities to provide support to the small rura l suppliers to transition to the 
of ownership. They are concerned about what role and voice they wou ld affect rural water schemes versus how three waters reform will affect new regulatory regime 
have in the new system them. 
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Theme / issue Suggested options from local government I Next steps and work underway I 
Some rural schemes have been transferred to counci l "ownership" by• 
default , they want to know if it will be possible to "buy" back ownership 
of their scheme 

One size doesn't fit all - rural schemes are hugely variable and complex, • 
and therefore feel they need more tai lored and flexible 

solutions/treatment 

The proposed supply point solution has generated feedback regarding its• 
onerous and expensive implementation - there may be a need to revisit 
this to ensure the solution is in fact a viable alternative 

Lack of clarity around what the reform means for rural schemes • 

Some rural schemes have been transferred to council "ownership" by• 
default. Is it possible for rural schemes to "buy" back ownership of their 
scheme so it is no longer council owned? 

Create a specific mechanism to reflect a rural local voice into an entity• 

As part of the transition, further work w ill be undertaken to identify and• 
understand al I of the existing service delivery arrangements between 
counci ls and community/rural schemes and consider what w ill happen to 
these schemes and arrangements in future. This Cabinet paper proposes the 
establishment of a technical advisory group to assist with, and advise the 

transit ion programme on, these matters 

Complexity of the reforms and how the new system will operate 

Lack of clarity about what the reforms w ill mean for individual • 
communities and households 

The proposed model is very complex, and is hard to explain to the• 
genera l public 

Lack of clarity around the new regulatory environment, and how it• 
will all work together {Taumata Arowai, the economic regulator, and 
regional counci ls) 

Material and commun ication support needs to be provided by the• 
Government which more clearly explains the proposed three waters reform 
and its implications for the general public 

Some counci ls have requested a pause in the reform programme unti l their• 
communit ies better understand the details of the reform, and there is more 
certainty around the role of Taumata Arowai and the economic regulator 

Some counci ls are seeking further information on how the regulatory• 
environment wi ll work together, as they are finding it hard to understand 

the full impacts of the reform without this 

Material is being prepared and distributed to better explain the reforms to• 
the public and local authorit ies, including targeting key areas where there is 
misunderstanding regarding the proposals 

Officials are re-examining models used overseas and in other sectors in New• 
Zealand to assess whether any aspects can be incorporated to improve or 
simplify the proposed three waters services system model 

Taumata Arowai is undertaking engagement w ith the sector to increase• 
understanding of the implications of the Water Services Bill, and the work 
that Taumata Arowai will be doing 

The Ministry of Business, Innovation and Employment is currently preparing • 
a discussion document for public consultation on the design of the economic 
regulation regime and consumer protection mechanisms - decisions on the 
discussion document w ill be sought from Cabinet in September/ October 

Consideration on how the economic regu lation regime w ill work alongside • 
the governance arrangements will be reported back on and considered for 
the second water services entities bill with the intent of making these 
arrangements as seamless and efficient as possible for water services entities 

Process of the reform 

Some councils feel that the pace of the reform has been too fast, and • 
there is not enough t ime for them to properly understand the 

Government's proposals and the implications for their communities 

The timing of the three waters reform at the same t ime as resource• 
management reforms and the Future for Local Government Review has 
placed a lot of pressure on the sector and created uncertainty 

Many counci ls currently feel they have to front the Government reforms• 
to their communities, and find the don't have the proper information to 
respond 

Some councils are wanting to explore more alternatives to the reform• 
options and are commissioning their own reviews of the Government's 

modelling 

Some counci ls have requested a pause in the reform programme unti l their• 
communit ies better understand the details of the reform, and there is more 
certainty around the role of Taumata Arowai and the economic regulator 

Material and communication support needs to be provided by the• 
Government that more clearly explains the proposed three waters reform 
and its implications for the general public 

Material is being prepared and distributed to better explain the reforms to• 
the public and local authorit ies, including targeting key areas where there is 
misunderstanding regarding the proposals 

Workshops have been organised with the Ministry for the Environment to• 
discuss alignment between the three waters and resource management 

systems, with an intention to provide init ial advice to M inisters over the next 
few months 

The Future for Local Government Review is at the beginning stages, and• 
there is t ime over the next two years for local government to input into and 
influence that work 
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Appendix C: Emerging themes from engagement with iwi/Maori 
This appendix summarises key themes of feedback the Department of Internal Affairs has heard through our engagements with iwi/Maori throughout the three waters reform (the Reform) process. It focuses primari ly 
on feedback heard since the Government released detai led information on the case for change and announced policy design of the proposed entities, as previous feedback was incorporated into earlier Cabinet advice. 

The Department of Internal Affairs is undertaking a tikanga-led engagement with lwi/Maori where we actively seek invitations from whanau/hapu/iwi to engage at home on their terms. This engagement is not 

constrained to a point in time (e.g. the August/September 2021 period) and will continue throughout the lifetime of the Reforms. 

This table focuses on high-level themes of feedback and does not capture every unique piece of feedback that officia ls have heard at a local level. 

What the Department has heard What solutions have been proposed I 
Governance arrangements 

Representation on the Regional Representative Group • This is an area where the Government w ill continue to work with lwi/Maori and local government to find the 

• There has been strong, broad support from lwi/Maori for the 50/50 representation in the joint oversight of right balance of representation on the Regional Representatives Group. 

each entity. • The design of the entit ies also includes mechanisms to protect and promote lwi/Maori r ights and interests 

• However, simi larly to concerns raised by local government, lwi/Maori have expressed concerns around the expressed at a local level through Te Mana o Te Wai Statements and in conjunction with joint oversight 

number of seats proposed given the large geographical areas as proposed entities will cover. arrangements. lwi/Maori have cautiously welcomed these mechanisms - noting some reservations around 

• Of particular concern expressed by sma ller lwi/hapu, specifically those that have yet to settle, is that larger, 
the implementation of these, discussed below. 

settled lwi, may take up these representative roles and that their interests in the strategic direction and 
oversight of the entit ies will be lost. 

• Noting these reservations mana whenua groupings within regions and across the breadth of some entities, 
have begun coming together to progress thinking of how they may work together through transition and into 
the future system of these entities. 

• In some entities, lwi/hapu are beginning to advance discussions around governance arrangements w ith local 
government. 

Identifying mana whenua • In the first instance, the Government is being guided by existing agreed representative bodies and entities, 

• The proposed governance arrangements require an identification of mana whenua. Feedback officials have such as Post-Settlement Governance Entities, lwi Authorit ies under the Resource Management Act and 

received on this is that it is inappropriate for the Crown to determine who is and is not mana whenua. mandated pre-Settlement lwi entities. This does not preclude conversations with any mana w henua 

• lwi/Maori have been clear that when the Crown use terms, such as 'mana whenua' , they are not to redefine groupings outside of these formal structures. 

the words to meet the views of the Reform. • The Government w ill continue to work with lwi/Maori to implement the tikanga-based process outlined in 
Cabinet Paper Three: Protecting and Promoting lwi/Miiori Rights and Interests in the New Three Waters 
Service Delivery Model for lwi/Maori to determine w ho represents mana whenua in each entity. 

Board competencies • Officials have proposed a mix of col lective board competencies to provide for varying representative 

• lwi/Maori welcome the design features that would require specific competencies relating to the exercise of interests. 

kaitiakitanga in respect of service-delivery. • In drafting these competencies into legislation, officials w ill need to ensure they adequately cover the range 

• Similar to the above concerns expressed by smaller lwi/hapu, they would like to ensure competencies that of ru ral, provincia l and metropolitan interests and expertise. 

are more representative of all communities within their entity's boundaries are included in this. Meaning 

that in addit ion to board Te Ao Maori competencies, lwi/Maori would also like to see Board competencies 
include understanding small rura l marae and papakainga, and urban Maori needs. 

• lwi/Maori have expressed a desire to appoint directly to the Board. 

In recognit ion of the step-change proposed, lwi/Maori have sought assurances that those who represent 
local government have the proven experience to operate in this new way of working. 

Managing opposition to the Treaty-based approach 

• Through the August-September period, officials have been made aware of an anti-Treaty approach that 
lwi/Maori have been subject to throughout the Reform process and have heightened fol lowing 
announcements of reform proposals on 30 June 2021. 

• This Government considers the joint oversight and strategic direction between local government and 
lwi/Maori is an important element of a Treaty-based approach to protect and promote lwi/Maori r ights and 
interests through the Reforms. This was agreed by Cabinet through Cabinet Paper 3 (June 2021). 
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What the Department has heard What solutions have been proposed I 
• Much of this rhetoric is regarding the joint role on the Regiona l Representative Group and Board 

competencies. 

• lwi/Maori have expressed that it is unfair for them to be on the receiving end of this racist rhetoric given 
these are the Government proposals, not their proposal. This mirrors the above reflection from loca l 
government that they are currently fielding reaction to the Government's proposal. 

Te Mana o te Wai Statements 

Supporting the development of Te Mana o te Wai Statements • Department officials continue to work with lw i to clarify that these Statements w ill be at a loca l level, (e.g. 
not one per entity). • There has been broad support for Te Mana o te Wai statements as an important expression of localised 

rights and interests in how these services are delivered. • The Reform proposals include a provision for the entities to support mana whenua from the 'go-live' date in 
July 2024. Provision has also been made for funding to support mana whenua capacity and capability until• There have been some concerns/questions stemming from a misunderstanding with some lwi/Maori that 
that period including establishing representative interests and developing Te Mana o te Wai statements. these statements would apply across the whole entity, outside of the intended rohe/takiwa. 

• Officials wi ll continue to work w ith lwi/Maori on what this support looks like to reflect the needs of lwi• lwi/hapu have expressed concerns around their capacity to develop these statements as their capacity is 
across New Zealand.already stretched across a range of kaupapa, such as Resource Management requirements and their own 

whanau wellbeing interest. 

• Officials have received clear feedback from lwi/Maori that Te Mana o te Wai statements can only be 
developed by mana whenua. 

• Confusion from lwi/Maori on how the proposed Te Mana o te Wai statements for the Three Waters Reform 
are linked to Te Mana o te Wai proposed by the National Policy Statement for Freshwater Management and 

the Resource Management Reform. 

Conflicting statements • Officials have begun discussions with mana whenua groups around what a Te Mana o te Wai Statement 
could look like. These preliminary discussions do not give r ise to concerns that the potential for confl icting • As lw i/hapu boundaries often overlap, concerns have been raised about how the entit ies will manage 

confl icting Te Mana o te Wai statements. statements is high. However, officials w ill continue to monitor this possibility as lwi begin to form up early Te 
Mana o Te Wai statements. 

• We have also focused on emphasising that the Te Mana o te Wai statements do not allocate property rights 
- so issues of shared objectives under a broad Te Ao Maori perspective are more likely than otherwise may 
be assumed 

• As discussed below, officials w ill also be working w ith lwi/Maori - particularly lwi/hapu - to form up a 
tikanga-based framework for conflict resolution. 

Accountability of statements • As discussed in Cabinet Paper Three, entities will have to respond to how they have considered these 
statements and report back to lwi on this. This w ill also need to inform the more detailed design of the• lwi have raised questions around how Te Mana o Te Wai statements will be implemented and the entities 
proposed governance model. will be kept accountable to them. 

• Officials wi ll need to continue to monitor whether this gives the right level of accountability as this new 
system is implemented over the coming years, as part of a broader stewardship funct ion. 

What makes an expression of Te Mana o te Wai and inclusion of Matauranga Maori • Officials have begun discussions with lwi/Maori around what a Te Mana o te Wai statement could look like, 
some examples of existing documents familiar to lwi were provided in Cabinet Paper Three. • Through our engagements lwi/Maori have begun discussing what might be an acceptable expression of Te 

Mana o Te Wai. There is a desire to see more inclusion of Matauranga Maori expressed in these statements. • Officials will continue working with lwi/Maori to ensure the inclusion of matauranga Maori is enabled 
through these tools. Some examples raised w ith us include waiata, haka, and purakau. 

Existing Relationships 

Relationships of lwi with councils • Positive relationships have been reflected in the way councils and their mana whenua partners have come 
together to engage with the Government reform proposals and collectively discuss how the Regional • The Department has received mixed feedback from lwi/Maori with regard to their current relationship w ith 
Representative Group arrangements might work in practice .councils and the way this impacts their confidence in the Reform proposals. 

• Whe-re these relat ionships are not as strong, officials w ill continue to work w ith lwi/Maori and councils to• The partnership role in the joint oversight on the Regional Representative Group has been broadly accepted 
consider how they can come together through the Reform kaupapa and discuss the opportunit ies for aby lwi/Maori as necessary and welcomed. 
different relationship presented through the Reforms. 
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What the Department has heard What solutions have been proposed I 
• In the places where lwi/Maori and councils have developed a relationship, there is some concern that the • In anticipation of the outcome of the Review into the Future for Local Government, officials see this as an 

proposed joint oversight role on the Regiona l Representative Group could weaken these relationships. opportunity to reimagine the relat ionship between lwi and councils to work together to support the four 
Conversely, lwi that do not have a strong relationship with their councils see this role as an opportunity to 'well beings' for their communit ies. 
improve it . 

• Post-Settlement Governance Entit ies have expressed concerns that the proposed Regiona l Representative 
Group will create a barrier between the desired and direct relationsh ip between the Crown and the Post
Settlement Governance Entit ies. 

Views of who holds a 'choice' in the Reforms • Officials have welcomed direct feedback from lwi/Maori and have continued direct engagement throughout 

• lwi have asked questions about why they are not joint partners under this 8-week period, and that they are the 8-week period with a t ikanga-based approach. 

not reflected in their council feedback on the Reforms. lwi have asked if they can express their views on • This w ill continue throughout the lifet ime of reform. 
reform directly to the Government, independent of their council. 

• Further concerns have also been expressed about the potential future choice councils will have in whether to 
opt-in (or opt-out) to reforms. 

Relationships with local three waters staff 

• Many lwi have raised concerns that the person or people within council they have a strong relationship with 
will no longer be available to them once the new entit ies are established. 

• Three waters services will always require local knowledge. The Government has already guaranteed local 
staff below executive level a role in the new entit ies that will retain key features of their role, including their 

location. 

Relationships of lwi with other lwi - conflict resolution 

• By in large, there are strong relationships between lwi/Maori. However, there remains concerns for how the 
new system wi ll manage conflicts between lw i in terms of their individual r ights and interests, particularly in 
terms of Treaty Settlement legislation (see further detail on Settlements below). 

• lwi/hapu note that these decisions and resolution processes should be led by a t ikanga-based approach, but 
with an appropriate framework in place to guide this. 

• Officials recognise the importance for lwi/Maori to have posit ive, ongoing relationships with each other, and 
their council partners. This will help ensure the mechanisms proposed in Cabinet Paper Three are maximised. 

• Department officials envision approaches to conflict resolution be designed and led by lwi/Maori but with 
support from the Government where necessary. 

• Examples outlined in Cabinet Paper Three include appointing a Crown/Maori Relationship Lead and provision 
of re·asonable financial resource to support lwi/Maori through their t ikanga-based processes within their 
entity's boundary. 

• The Government w ill need to continue to work w ith lwi/Maori to ensure these proposals are fit for purpose 
on an ongoing basis. 

Upholding Partnership Arrangements 

Upholding existing Treaty Settlements/arrangements 

• One of the most common and strong concerns officials have heard throughout engagement w ith lwi/Maori is 
around how the Government intends to uphold Treaty Settlements throughout the Reform. 

• lwi have also asked who will be responsible for monitoring how Treaty Settlements are upheld by the 
entit ies. 

• Similarly, lwi/Maori with exist ing service delivery arrangements (such as Joint Management Agreements 
through Settlements) with their councils and/or water services providers, want to understand if these 
arrangements wi ll transfer to the new entit ies and how they will be upheld. 

• Officials have also heard concerns from lwi/Maori, who own land that assets sit on and/or draw water from, 
that these arrangements need to be recogn ised and provided for specifically. 

• Officials are clear that existing Treaty Settlements must be upheld through the Reform. Where there are 
arrangements regarding three waters services and delivery, these will also be t ransferred to the new entit ies 
to administer. 

• lwi/Maori may also w ish to indicate how they expect the entit ies to uphold their existing arrangements 
through a Te Mana o te Wai Statement. 

• Department officials continue to work w ith Te Arawhit i, M inistry for the Environment and other Government 
agencies to refine and monitor how the Reforms can uphold arrangements across a number of sectors where 
settlements are entered into/implemented. For example, through resource management functions. 

• The Department will continue to work w ith settled and pre-settled lwi/hapu to refine how these provisions 
can provide them w ith confidence that their Treaty Settlements wi ll be upheld in relation to three waters 
service delivery. 

• When established, the entit ies wi ll be required to form meaningful relationships w ith mana whenua w ith in 
their boundaries to establish how they can best work together. 

Privatisation • As outlined in Cabinet Paper Two: Designing the new three waters service delivery entities, mechanisms are 
proposed to protect the entit ies from future privatisation. Officials are keen to continue to work with 
lwi/Maori and local government to hear feedback on how we can further refine these mechanisms. 
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What the Department has heard What solutions have been proposed I 
• Similar to counci ls, lwi/Maori have also expressed concerns that this process will allow the assets to be 

privatised. They would li ke to see stronger mechanisms in place to minimise and avoid the possibility of 
privatisation. 

Impacts on lwi/Maori Participation 

Capability and capacity to engage in reform proposal discussions • The Reform proposals include a provision for the entities to support mana whenua from the 'go-live' date in 

• lwi/Maori are keen to engage in the Reform discussions but have indicated to Department officials that this Ju ly 2024. Until that time, the Department is aware that lwi require further support to continue to work 

requires them to balance competing priorities within their finite resources. through the transition period. 

• lwi/Maori note that they are also engaging in other matters regarding their economic, cultural, social and • The Government is investigating how it may provide reasonable support to lwi/Maori and I expect to fina lise 

environmental health and wellbeing. This includes engaging on other Government reforms. this approach with the Minister of Finance, consistent with Cabinet delegations. 

• Many lwi/Maori have reached out for additiona l resources and support to develop their capability and 
capacity to continue to engage in these discussions. W ithout this support, they have expressed that they w ill 

have to priorit ise where they can participate. 

• They are clear that they do not want the inability to participate in the early reform discussions to stop them 
from participating in the future system. 

Capability and capacity to participate in transition • In Budget 2021, the Government announced $296 million to support the transition to and implementation of 

• Many lwi/hapu organisations have signalled their interest in participating and preparing for transit ion. the new entities. 

Officials continue to receive requests to collaborate on elements of the transition planning and industry • This w ill include working with lwi/Maori through the industry transformation work. 
transformation. 

• An important element of this for lwi/Maori is how they can work with the Government to upskill the Maori 
workforce to have a future role in the water industry. 

• As above, many lwi/Maori have expressed that resource constraints limit their ability to undertake this work 
to the full extent they would like. 

Capability and capacity to participate in the future system 

• lwi/Maori want confidence that their ability to participate in the future system is continually supported . 

• lwi/Maori have raised concerns that the suite of mechanisms proposed to protect and promote their r ights 
and interests also requires involvement which they may not be able to resource. 

• The Reform proposals include a provision for the entities to support mana whenua to maximise the 
opportunities designed into the new system and are best place to 'go-live' from July 2024. 

Pace of the Reform • Officials are clear that engagement w ith lwi/Maori regarding Three Waters Reforms will be ongoing 

• Also contributing to the capability and capacity of lwi/Maori participation in these discussions is the pace of throughout the lifetime of Reform (unti l July 2024) . 

the Three Waters Reforms and the volume of parallel reforms, such as the Resource Management Reforms. • Officials will continue to work w ith lwi/Maori to refine Reform proposals to ensure that they are consistent 

• Some lwi/Maori have said the Government is moving too fast for them to keep up. Others have said this is w ith the high-level Reform objectives and are able to meet lwi/Maori's desired outcomes. 

too slow and that Three Waters Reforms should have occurred long ago • Many of the solutions high lighted above, including the provision of support for lwi/Maori participation 
throughout the d ifferent phases of the Reform and the alignment across different Government agencies, wi ll 

help to alleviate some of the pressures on lwi/Maori capacity to participate. 

Sequencing of reform 

• lwi/Maori continue to raise concerns around the t iming of these Reforms in relation to their other priorit ies 
including Treaty Settlement Negotiations and the Resource Management Reforms. 

• lwi/Maori have expressed that they wou ld prefer questions around water ownership and allocation be 
resolved as a priority ahead of the Three Waters Reforms. 

• Timing and sequencing of this Reform is the subject of this Cabinet Paper. Please refer to the content above. 
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What the Department has heard What solutions have been proposed I 
However, as above, lwi/Maori also reflect that Three Waters conversation is already overdue, and delays will• 
not see resolution of their cultural and environmental aspirations. 

Entity Operations 

Prioritisation of work 

There have been many questions around how the entit ies will prioritise work to ensure all communities' • 
needs are met. 

This is an element that the Government will continue to work with lwi/Maori and local government to refine• 
further over the coming months. 

Out of Scope 

The items below are out ofscope for the three waters reforms and are noted for the Government's information. However, officials have not proposed a solution to these as many of these elements sit within portfolio responsibilities 
across Government. 

Resource Management Reforms 

lwi/Maori continue to raise confusion around the Resource Management system and three waters service del ivery. Including how these wi ll interact with each other and integrate across any future system following the• 
parallel reforms. 

Freshwater Management 

As above, lwi/Maori indicated their preference that questions regarding water ownership and allocation be resolved prior to commencement of Three Waters Reform . • 
Taumata Arowai 

Relationship between Three Waters Reform and Taumata Arowai still unclear to many lwi/Maori engaging in these discussions. lwi/Maori are also keen to understand what support Taumata Arowai can provide them to be• 
compliant w ith new regulations at their marae and papakainga. 

Future for Local Government 

Officials have heard concerns from lwi/Maori regarding uncertainties of the Future for Local Government w ith the three waters reforms being undertaken at the same t ime. Noting the above capacity constraints on lwi/Maori, • 
they are unsure which space to prioritise their resources. 
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Appendix E: Draft communications plan 

Purpose and overview 

1. A communications strategy has been developed to support the announcement of 

Cabinet's decisions on the next steps in the three waters reform process. It builds on 
Cabinet's decisions in July on the approach to transition and implementation of the 
reforms and acknowledges areas where further policy development may be 
appropriate to address concerns raised in feedback by the local government sector and 

iwi/Maori on the policy proposals (for example, entity governance and accountabi lity). 

2. Th is appendix summarises the core components of the communications strategy, 

namely its objectives, key issues, audiences, strategic approach and implementation 
plan. 

Objectives 

3. The objectives of the communications strategy and plan are to ensure: 

• Councils, sector stakeholders and communities understand the rationa le for the 
" legislated all-in" approach; and 

the process for public input to the reforms 

timeframe and milestones for implementation. 

• New Zealanders have trust and confidence in the future management and 
delivery of New Zealand's three waters system. 

• Media coverage and commentary is fair and balanced with accurate reporting 
of the Government's policy decisions. 

• Issues and criticism are anticipated and proactively addressed. 

Key issues 

4. The strategy identifies several key issues that will need to be considered as part of any 
communications approach. These include potential concerns of counci ls, media 

commentators and/or the public in relation to the case for change, whether 
alternative options exist and have been considered, and the potentia l r isks and 
impacts of reform. 

5. Key issues that are likely to attract public comment and media attention include: 

• The shift in approach from 'opt-in' to 'all-in' 

• Level of influence councils and communities will have in how services are 
delivered, particu larly in smaller counci l areas 

• The transfer of ownership of assets from counci ls and the prospect of 
privatisation of those assets in the future 

• The role of mana whenua in the new service delivery system 

• The pace of reform and amount of time available for councils and communities 
to understand the proposed model and its implications 

• Ongoing cha llenges to the economic modelling and data in relation to the size of 
the investment challenge and potential efficiency gains available th rough reform. 
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Treaty Partner communications 

6. Ongoing communication with lwi/Maori is essentia l and will need to acknowledge 

national lwi/Maori communications and engagement needs, and local 
whanau/hapu/lwi discussions. In addition, many groupings of mana whenua, including 
by entity groupings, will require unique engagement. 

7. lwi-specific communication and engagement on three waters service delivery reform 
needs to address a different set of issues to those raised by the loca l government 
sector, for example: boundary issues (e.g., Ngai Tahu and Te Tai lhu takiwa in relation 

to the boundaries of Entities C and D); giving effect to proposals relating to entity 
governance; mechanisms requ ired to uphold Treaty settlements; and implementation 
of proposa ls relating to Te Mana o te Wai. 

8. Ongoing kanohi kite kanohi engagement, supported th rough ongoing regu lar 
meetings/hui and continued email updates/webinars w ill be important, as will 
involving key lwi leaders in the pre-announcement confidentia l briefings. 

9. Confirmation on how the Government can practically support lwi/Maori engagement 
through t he transition, will also be important. 

Audiences 

10. The strategy also considers the target audiences, and their associated needs and 

interests. This includes consideration of the role and interests of: lwi/Maori; mayors 
and councillors (and representative body, LGNZ); council chief executives and officers 
(and representative body, Taituara); ratepayers; three waters workforce (including 

unions); industry bodies (e.g., Water NZ, IPWEA NZ, ACE NZ, Construction Sector 

Accord members); advocacy groups; and media. 

Strategic approach 

11. The proposed approach uses a core narrat ive that is communicated and tailored via 
multiple channels to reach target audiences. This is simi lar to the approach taken with 

the health and tertiary education reforms, and the recent LGNZ conference. 

12. To be successful, it wi ll requ ire: 

• Strong, visible leadership (i.e., Prime Minister, Deputy PM and Local 
Government Minister) 

• Use of 'champions' to communicate the decisions 

• Clarity about timeframes for next steps 

• A clear process for providing sector participation and public consu ltation in 
influencing how the reforms are implemented 

• Genuine commitment to ongoing partnership to work constructively with the 
sector to support a smooth transition and prepare for the future for loca l 

government 

• Deliberate and decisive communications that anticipate and respond to issues, 
concerns and correct deliberate misinformation. 
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Implementation plan 

13. The proposed implementation plan spans the four phases outlined below. A detailed 

implementation plan is included in the communications strategy, including outline of 
key collatera l and core narratives. 

Phase 

1. Pre
announcement 

Now till 17 December 

2. Announcement 

w/c 18 October 
(Timing TBC) 

3. Post
announcement 

4. Ongoing 
communications 
and engagement 

Purpose 

• Acknowledge feedback 
received from the sector 

• Prepare for the 
announcement of the 
Government's decisions 

• Formally announce the 
Government's decisions 

• Outline the decisions, 
explain t he rationale 
and answer any 
questions 

• Ensuring the public is 
well informed ahead of 
public consultation and 
select committee 
submissions process 

• Supporting a successful 
transition to the new 
arrangements 

Key activities and tasks 

• Ongoing communications with t he sector 

• Development of communications collateral 
including speech, media release, fact sheets, web 
content, social posts and Q&As 

• Work with LGNZ and other parties to engage 
champions of t he reforms 

• Embargoed advanced briefings and 
communications pack to iwi leaders, LGNZ, and a 
selected Mayors on day of announcement 

• Parliamentary press conference to announce 
decisions. Key people may be part of the formal 
announcement 

• Briefings undertaken with Government M Ps and 
departments on the decision, next steps and 
t imeframes 

• Champions provided with necessary materials to 
begin sharing with their networks 

• Minister(s), M Ps, champions and DIA to continue 
talking to local government and sector 
stakeholders about the reforms 

• DIA to continue discussing t he policy behind the 
reforms, how t hey will be implemented and the 
process for this, responding to concerns and 
issues as these arise 

• DIA-LG NZ partnership to continue, including 
LGNZ role in supporting the mechanisms and 
processes for working t hrough t he outstanding 
issues like governance and accountability and 
interface with resource management reforms 

• Social media engagement to communicate and 
reinforce the announcement 

• DIA, Minister(s) and MPs to correct deliberate 
misinformation in public domain 

• Ministers, MPs and champions to continue 
communicating and engaging with key audiences 
on the reforms 

• Use of multiple channels and collateral to explain 
t he reforms to New Zealanders 

• Supporting a smooth t ransition to, and 
establishment of, t he new entities 

• Three Waters Steering Committee (and advisory 
groups) will also provide advice on: 

governance and accountability of the new 
water entities; 

how t he reforms interface with t he RMA 
reforms; 

pragmatic and tai lored solutions to address 
rural water supply issues; 

the transition of stormwater assets to the 
new entities; and 

Treaty of Waitangi and specific Settlement 
obligations 
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	15 noted that a significant component ofthe feedback concerns the proposed ownership, representation, governance and accountability aITangements for the new water se1vices entities; 
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	Working group on representation, governance and accountability arrangements for water services entities 
	16 noted that, in discussion with the joint Central-Local Government Three Waters Steering Committee and Local Government New Zealand, officials have prepai·ed a draft Te1ms of Reference for a working group on representation, governance and accountability aITangements for the new water se1vices entities (the working group); 
	17 noted that the establishment of this working group: 
	17.1 acknowledges and gives effect to the paitnership anangement that the Crown has entered into with Local Government New Zealand through the Heads ofAgreement; and 
	17.2 is intended to uphold the Crown's commitment to its Treaty paitner to protect and promote the rights and interests ofiwi/Maori in the three waters se1vice delive1y refonns; 
	18 noted that the pmpose of this working group is to consider issues relating to representation, governance and accountability ofthe four proposed new water se1vices entities, and to recommend to the Minister ofLocal Government an alternative design that: 
	18.1 seeks to address the concerns that have been expressed by a number oflocal authorities about the cunent proposals; 
	18.2 remains consistent with the government's refo1m objectives and bottom lines; and 
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	19.1.2 is comprised ofappropriately qualified and experienced members who are free ofconflict ofinterest and selected through a process that is meritocratic and competency based; 
	19.1. 3 has board members that individually and collectively have appropriate duties and obligations to act in the best interests of the water services entity and the communities they serve, consistent with the proposed statuto1y purpose and objectives for the entity; and 
	19.1.4 has board members that collectively have competence relating to the Treaty of Waitangi, matauranga Maori, tikanga Maori, and Te Ao Maori; 
	19.2 partnership with mana whenua -that the representation, governance and accountability anangements for each water services entity are set up to give effect to the Crown's Treaty obligations by giving effect to the principle ofpa1tnership with iwi/Maori across the rohe/takiwa served by that entity; 
	19.3 public ownership -that each entity remains in public ownership, including local authority and/or community ownership, and with strong protections in place that prevent privatisation (ofthe entity itselfand the essential three waters service delive1y assets they own); 
	19.4 balance sheet separation -that the water services entity governance framework, when taken together with the broader measures to implement the three waters refo1m programme, will provide the entity with the financial capacity (including through the ability to bon ow) to meet the future three waters service delive1y investment needs (including any infrastrncture deficit) ofthe region it serves, without: 
	19.4.1 resulting in the debt ofwater services entities consolidating onto the balance sheets oflocal authorities; or 
	19.4.2 requiring additional financial suppo1t from the Crown (beyond what the Crown has ah-eady agreed to provide; that being a liquidity facility on similar te1ms to those available to the Local Government Funding Agency, and the 60/40 risk-sharing an angement in the event ofa natural disaster) or local authorities; 
	20 authorised the Minister ofLocal Government, in consultation with the Prime Minister, the Minister ofFinance, and the President ofLocal Government New Zealand to: 
	20.1 finalise the Te1ms ofReference for the working group; and 
	20.1 finalise the Te1ms ofReference for the working group; and 
	20.2 appoint members ofthe working group, including a suitable independent Chairperson, and relevant expe1ts representing local government and iwi/Maori; 
	noted that, other than the independent Chaiiperson, the Minister ofLocal Government is not 
	proposing to pay fees to the members ofthe group, but the Department ofInternal Affafrs 
	will meet the costs oftravel and other ancilla1y costs associated with hosting meetings ofthe 
	group; 
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	22 noted that there may be oppo1tunities during the drafting process for the Water Services Entities Bill (cmTently unde1way) to make immediate improvements to aspects ofthe refo1m proposals, including in relation to representation, governance and accountability aITangements, which can help address the issues and concerns raised during engagement while keeping within bottom lines; 
	23 authorised that the Minister of Local Government and Minister of Finance to make any minor or technical changes to the agreed policy to enable drafting instrnctions to be issued 
	to Parliamentaiy Counsel Office, but that any significant policy changes be refe1Ted back to 
	Cabinet for approval; 






	Other technical working groups to explore key issues during the transition 
	Other technical working groups to explore key issues during the transition 
	24 noted that officials in the Department of Internal Affairs will establish additional technical working groups to provide suppo1t and expe1tise in relation to other key issues that have been raised during engagement with the local government sector and iwi/Maori, including: 
	24.1 a group to ensure there is an effective inte1face between the new three waters service delive1y system and the refo1med resource management system; 
	24.2 a group to assist with, and advise on, the approach to airnngements relating to community/rnral drinking water supplies; 
	25 noted that the Minister of Local Government has also asked the joint Central-Local Government Three Waters Steering Committee to take a close interest in how to ensure an effective interface between the three waters and resource management refo1m programmes, working with officials from the Depaitment of Internal Affairs and Ministry for the Environment, and with suppo1t from the working group; 

	Maintaining exemptions obtained under the Water Services Act 2021 
	Maintaining exemptions obtained under the Water Services Act 2021 
	26 noted that a fmther issue has arisen during local government engagement, regai·ding clarifying the future obligations of water services entities to continue to provide chlorinefree drinking water to communities as pait of an exemption that a local authority owner may have obtained from Taumata Arowai; 
	27 noted that under section 57 of the Water Services Act 2021: 
	27.1 the chiefexecutive ofTaumataArowai has the power to exempt a drinking water supplier from the requirement to use residual disinfection, ifsatisfied that the drinking water supplied will comply with all other regulato1y requirements on an ongoing basis; and 
	27.2 an exemption may continue in force for a maximun1 of five years; 
	27.2 an exemption may continue in force for a maximun1 of five years; 
	28 agreed that, in situations where a local authority drinking water supplier has been granted an exemption under section 57 of the Water Services Act 2021, the water services entity that assmnes responsibility for the affected supply will be required to continue to provide chlorine-free drinking water until the exemption expires; 
	29 noted that, in these circumstances: 
	29 .1 the water services entity would be able to pass on any associated costs to the community that benefits from the affected water supply; 
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	29.2 there would be consultation with the affected community about whether any fmt her exemptions would be sought at the end of the exemption period; and 
	29.3 relevant councils, as owners ofthe water se1vices entity, would have mechanisms for reflecting and advocating for their communities' interests; 
	30 agreed that, for clarity, the situation described above will be provided for in legislation; 



	Entity boundaries 
	Entity boundaries 
	31 noted that, as pait of the decisions made in June 2021, Cabinet agreed the boundai·ies ofthe four water se1vices entities, as follows: 
	31.1 Entity A comprises the Auckland and Northland regions; 
	31.1 Entity A comprises the Auckland and Northland regions; 
	31.2 Entity B comprises all districts from the Waikato, Bay ofPlenty and Tai·anaki regions and the upper parts ofManawatii-Whanganui region (Ruapehu, Whai1ganui, ai1d Rangitikei); 

	31.3 Entity C comprises: 
	31.3 Entity C comprises: 
	31.3.1 the local authorities in the eastern and lower pait of the No1th Island (Gisborne, Hawke's Bay region, lower parts ofthe Manawatii-Whanganui region, and Wellington region); and 
	31.3.2 the local authorities at the top ofthe South Island (Tasman, Nelson and Marlborough); 
	31.4 Entity D comprises the districts and regions in the rest ofthe South Island, including those paits ofthe Marlborough and Tasman Districts that comprise the Ngai Tahu takiwa (as provided by section 5 ofthe Te Runanga o Ngai Tahu Act 1996); 
	32 noted that, when agreeing to the boundaries for each ofentity, Cabinet noted that there would be further discussions with those local authorities and iwi/Maori that ai·e most affected by some key bounda1y choices, and invited the Minister of Local Government to report back on the results ofthese discussions and to seek agreement to any changes to the boundaries; 
	33 noted that these discussions have not indicated that there need to be any changes to the boundaries that were previously agreed, and the legislation will be prepared on the basis of those boundai·ies, including the application ofthe Ngai Tahu takiwa in relation to the boundaries ofEntity C ai1d Entity D (as provided by section 5 ofthe Te Runanga o Ngai Tahu Act 1996); 
	34 noted that, regarding the boundaiy between Entity C and Entity D, and the Ngai Tahu takiwa approach: 
	34.1 councils at the top ofthe South Island (in Entity C) have expressed concern about the potential impact on communities in Seddon and Murchison, which would be split into a different entity, but these councils are open to working through the practical anangements that may suppo1t a different approach; 
	34.2 Ngai Tahu remain strongly aligned to a takiwa approach, but have indicated a willingness to work on a solution that would see the communities in Seddon and Murchison receiving se1vices from Entity C; 
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	35 agreed that officials from the Department of Internal Affairs work with the relevant councils, Ngai Tahu and Te Tau Ihu to develop an approach that would enable communities in Seddon and Murchison to receive (and be charged for) services from Entity C rather than Entity D; 



	Pricing issues and transition to economic regulation 
	Pricing issues and transition to economic regulation 
	36 noted that the Minister of Local Government and Minister of Commerce and Consumer Affairs were invited to repo1t back in September 2021 on pricing issues and the transition 
	pathway for economic regulation, including whether transition funding for the economic 
	regulator is able to be found from within the Transfonning Three Waters Service Delive1y 
	for New Zealanders: Transition and Implementation tagged contingency of $296 million 
	established as pait of Budget 2021 [CAB-21-MIN-0269]; 
	37 noted that there are several key questions relating to pricing that are of interest to Ministers, local authorities, and the public, which will be explored fmther in a discussion document on Economic Regulation and Consumer Protection for Three Waters Services in New Zealand [ CBC-21-SUB-0 110], and subsequent policy development work, including: 
	3
	3
	3
	7 .1 how pricing issues might arise; 

	3
	3
	7 .2 what outcomes are being sought from pricing; and 


	37.3 what the transition to economic regulation should look like; 
	37.3 what the transition to economic regulation should look like; 
	38 noted that fmther advice will be provided on these questions and related matters in June 2022, when fmther policy decisions are sought; 


	Funding to support the transition to economic regulation 
	Funding to support the transition to economic regulation 
	39 noted that the Transfonning Three Waters Service Delive1y for New Zealanders: Transition and Implementation tagged contingency was established to provide funding for the establishment of multi-regional water services entities and the transfer of assets, liabilities, staff, and services from local authorities to those entities as pa1t of the Three Waters Service Delive1y Refo1m Programme; 
	40 noted that: 
	40.1 the minimum costs associated with the initial work to suppo1t the transition to economic regulation are estimated at a total of $4 million (across 2022/23 and 2023/24); and 
	40.2 funding to meet these costs can be found from the Transfo1ming Three Waters Service Delive1y for New Zealanders: Transition and Implementation tagged contingency; 
	41 agreed to extend the scope of the Transfo1ming Three Waters Service Delive1y for New Zealanders: Transition and Implementation tagged contingency to include costs associated with the initial work to suppo1t the transition to economic regulation; 
	42 agreed to fund up to $4 million of the costs associated with the initial work to suppo1t the transition to economic regulation from the Transfo1ming Three Waters Service Delive1y for 
	New Zealanders: Transition and Implementation tagged contingency; 
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	43 authorised the Minister ofLocal Government, the Minister ofFinance and any other relevant appropriation Minister(s), to jointly draw down funding from the tagged 
	contingency up to a maximum of$4 million to meet the costs associated with the work to 
	suppo1t the transition to economic regulation, once they are satisfied that the work 
	progra1mne for the relevant stage ofthe transition and implementation programme requiring 
	funding to be drawn down has been sufficiently developed with detailed timeframes, 
	milestones and costs; 
	44 noted that finther work will be unde1taken to identify the quantum and source offunding for longer-te1m costs associated with the economic regulator, and any additional costs associated with potential policy decisions regarding economic regulation, in 2022; 


	Communicating key messages about pricing and quality outcomes 
	Communicating key messages about pricing and quality outcomes 
	45 noted that pricing issues are likely to be a significant area of debate and public concern in relation to the service delive1y refo1ms, and it will be impo1tant to clearly cormnunicate the intent around changes to pricing and charging anangements, and how these will be managed over time, as part ofthe refo1m announcements and transition; 
	46 noted that the Minister ofLocal Government and Minister of Commerce and Consumer Affairs propose to focus the communications around the following key messages: 
	46.1 the three waters refo1ms are designed to deliver much higher quality water services at a much lower cost than would be achievable ifwater services continue to be provided by 67 local authorities; 
	46.2 the economic regulation regime will have a strong focus on ensuring that customers pay no more than they need to for the se1vices they receive, while ensuring that the new water se1vices entities are financially sustainable and can access the finance required to address the infrastrncture deficit; 
	46.3 a cornerstone of the refo1ms will be providing consumers and communities with a strong voice on how water se1vices are delivered, and making water se1vices entities accountable for delivering on consumer and community expectations; 
	46.4 there will not be significant sh01t-term changes to the way in which water se1vices are cwTently paid for, the priority is setting up the entities for success and ensuring that they have sufficient revenue to operate sustainably and begin to address the infrastrncture deficit; 
	46.5 the government will undertake fmther work to understand the impact ofdifferent pricing strnctures and changes in pricing on consumers, but will not be mandating the use ofvariable/volumetric charging as pait ofthe refo1ms; 
	46.6 over time, prices and charges will need to evolve to achieve the right balance between affordability, equity and efficiency, and each water se1vices entity will be required to work this through with the customers and the cormnunities they se1ve, taking account of their preferences for how these objectives should be balanced; 

	Legislative implications 
	Legislative implications 
	47 agreed that the above decisions relating to the approach to refo1m be implemented through the Water Se1vices Entities Bill, which is included in the 2021 Legislation Prograrmne with a catego1y 4 priority (to be refened to select committee within 2021); 
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	48 
	invited the Minister of Local Government to issue drafting instructions to the Parliamentaiy 
	Counsel Office in accordance with the above decisions. 
	Michael Webster Secretaiy of the Cabinet 
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	Further decisions on the three waters reforms (Paper 5) 
	Further decisions on the three waters reforms (Paper 5) 
	Proposal 
	Proposal 
	1. 
	1. 
	1. 
	This is the fifth in a suite of papers during 2021 on reforms to the three waters service delivery system. This paper seeks further decisions on the strategy for implementing the package of reform proposals agreed through the earlier papers. It discusses the issues arising through recent engagement on those proposals, assesses the implications of the feedback received for the reforms, and proposes an approach to addressing key issues. 

	2. 
	2. 
	Specifically, this paper seeks agreement to proceed with a legislated 'all in' approach to reform, to enable all communities in New Zealand to benefit from the new system. This reform approach secures a publicly-owned model of water service delivery, and safeguards the long-term interests that all New Zealanders and every community have to protect their future interests. If agreed, this approach will be reflected in the Water Services Entities Bill, which is included in this year's legislative programme wit

	3. 
	3. 
	3. 
	This paper also reports back on two further matters arising in a previous paper: 

	3.1 whether transition funding for the economic regulator is able to be found from within the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency of $296 million established as part of Budget 2021; 
	3.2 approaches and options for managing issues relating to pricing [CAB-21-MIN0269]. 
	-


	4. 
	4. 
	This paper should be read alongside an associated paper by the Minister of Commerce and Consumer Affairs, Approval to release discussion document: Economic and consumer protection regulation of three waters services in New Zealand. 



	Relation to government priorities 
	Relation to government priorities 
	5. 
	5. 
	5. 
	This Government has ambitions to significantly improve the safety, quality, resilience, accessibility, and performance of three waters services, in a manner that is efficient and affordable for New Zealanders. 

	6. 
	6. 
	This is critical for public health and wellbeing, environmental outcomes, economic growth and job creation, housing and urban development, adapting to the impacts of climate change, building resilience to natural hazards, and improving outcomes relating to water services for iwi/Maori. The status quo (with three waters services provided by local authorities) does not provide a financially sustainable option for funding significant infrastructure costs. This remains a key challenge for the local government s

	7. 
	7. 
	In April 2019, it was agreed that the Three Waters Review is a Government priority. The 2020 Labour Party Manifesto committed to reform New Zealand's drinking water and wastewater system, and upgrade water infrastructure to create jobs across the country. These reforms are anticipated to occur in parallel with reforms to the resource management system. 


	Page 1 of45 

	Executive summary 
	Executive summary 
	8. 
	8. 
	8. 
	We recently made decisions on a comprehensive package of proposals to reform the three waters service delivery system. This involves the creation of four publicly-owned water services entities, which would take over responsibilities for service delivery and infrastructure from local authorities from 1 July 2024. 

	9. 
	9. 
	The proposed approach reflects that extensive policy, economic and legal analysis demonstrates there is a compelling case for change, and a range of benefits offered by a reformed three waters system and new service delivery arrangements. A summary of this evidence base is provided in this paper. 

	10. 
	10. 
	One critical matter still needs to be decided regarding implementation of the reforms: whether to proceed with a legislated 'all in' approach. As directed by Cabinet, we are considering this matter now, following a two-month period of engaging with the local government sector on the details of the policy proposals and support package [CAB21-MIN-0269]. That support package includes up to $2.5 billion in funding for local authorities, to ensure no local authority is materially worse off financially as a resul
	-


	11. 
	11. 
	As previously explained, my preferred approach is to enable all communities within New Zealand to access the benefits from reform. In practice, achieving this would require every territorial authority district to be included in the new water services entities, and for this to be provided for in statute -without the ability to 'opt out'. 

	12. 
	12. 
	12. 
	I have identified a number of important factors that are relevant to our decisions about how and when to proceed with the reforms, and whether to do this through a legislated 'all in' approach. These factors relate to: 

	12.1 whether the case for change and overall package of reform proposals continue to be robust; 
	12.2 consideration of the issues that have been raised during engagement with local government and iwi/Maori, and the existence of a clear plan for working through legitimate ideas and concerns; 
	12.3 clarity about next steps -including having comprehensive plans for communicating decisions and agreed strategies for implementing the reforms. 

	13. 
	13. 
	As discussed further in Part A of this paper, I am confident that each of these matters has been addressed, and appropriate plans are in place. My intention to work with the local government sector to progress a voluntary approach to reform has resulted in variable opinions from councils, some of whom do not want to surrender control over their water assets despite the demonstrable cost savings and service improvements in the medium to long-term to their residents, and consequential improvements to health a
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	14. 
	14. 
	14. 
	I am seeking this decision having considered, tested, and discounted a number of alternative models. This includes suggestions made by councils in the Hawke's Bay and Auckland, based on the work undertaken in those places, and options such as government subsidies and/ or guarantees, and relying on regulation only to drive voluntary improvements in service delivery. However, I have not been presented with any alternative proposals that would deliver the comprehensive range of benefits and outcomes we are see

	15. 
	15. 
	In summary, I consider that alternative approaches would be more costly for households, more difficult to regulate effectively, reduce the potential for efficiencies, and would not build the necessary expertise and workforce capability. Alternative models will not work universally throughout the country and would perpetuate significant differences in access to services, cost and service quality. Local authorities are not set up to deliver the necessary increase in infrastructure investment, as has been foun

	16. 
	16. 
	I am also confident that the need to consider the collective interest of all New Zealanders outweighs a desire to accommodate the interests of individual councils and communities through a voluntary process. There is a conflict between the national interest and decision making based on an opt-out approach. In this situation, I consider the national interest should prevail, to ensure all communities can benefit from reform. 

	17. 
	17. 
	We need to make decisions and announcements now, to remove any uncertainties about the nature and the direction of the reforms, and enable the extensive work needed to transition to the new system to get underway. Taking further time to make decisions risks losing momentum for reform, and is not justified given the unsustainability of the status quo, the lack of viable alternatives being offered up, and the lengthy period of policy development and engagement undertaken since the Three Waters Review was init

	18. 
	18. 
	Part B of this paper reports back on two further matters arising in a previous paper, relating to initial funding for an economic regulator, and approaches and options for managing issues relating to pricing [CAB-21-MIN-0269]. It outlines the key questions relating to pricing that are of interest to Ministers and the public, which will be explored through a forthcoming discussion document and further work by officials over the next few months. 

	19. 
	19. 
	The Minister of Commerce and Consumer Affairs will report back on the proposed approach to economic regulation (including institutional arrangements) in April 2022, following engagement with the public, experts and Three Waters Ministers. I will report back in June 2022 on some of the pricing-related matters [CAB-21-MIN-0269]. 


	20. Part B of the paper also outlines the key messages about pricing and quality outcomes that I suggest we clearly communicate in advance of any decisions next year. These key messages include: 
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	20.1 The three waters reforms are designed to deliver much higher quality water services at a much lower cost than would be achievable if water services continue to be provided by 67 local authorities. 
	20.2 The economic regulation regime will have a strong focus on ensuring that customers pay no more than they need to for the services they receive, while ensuring that the new water services entities are financially sustainable and can access the finance required to address the infrastructure deficit. 
	20.3 A cornerstone of the reforms will be providing consumers and communities with a strong voice on how water services are delivered, and making water services entities accountable for delivering on consumer and community expectations. 
	20.4 We do not need to make significant short-term changes to the way in which water services are currently paid for. The priority is setting up the entities for success and ensuring that they have sufficient revenue to operate sustainably and begin to address the infrastructure deficit. 
	20.5 The Government will undertake further work to understand the impact of different pricing structures and changes in pricing on consumers, but will not be mandating the use of variable/ volumetric charging as part of the reforms. While the use of variable water charges may be necessary to ensure the use of water is environmentally sustainable over time, these are issues best left to communities to determine. 
	20.6 Over time, prices and charges will need to evolve to achieve the right balance between affordability, equity and efficiency. Each water services entity will be required to work this through with the customers and the communities they serve, taking account of their preferences for how these objectives should be balanced. This process will be highly transparent and subject to external scrutiny. 

	Background 
	Background 
	Context and summary of case for change 
	21. 
	21. 
	21. 
	For four years, we have been exploring the challenges and opportunities facing the three waters system. Through this work, we are seeking to address a complex set of systemic issues relating to the regulation, funding, financing, and provision of drinking water, wastewater, and stormwater services (the three waters). This is critical for public health and wellbeing, environmental outcomes, economic growth and job creation, housing and urban development, adapting to the impacts of climate change, building re

	22. 
	22. 
	It has become clear that New Zealand's three waters system is facing a significant crisis, and will continue to do so without major, transformational reform. In my earlier paper, A new system for three waters service delivery (June 2021), and the accompanying regulatory impact assessment, I outlined the systemic issues facing the current system and the detailed case for change. 

	23. 
	23. 
	That paper pointed to the results of extensive analysis of council data, which demonstrated the significant levels of investment required in three waters infrastructure. It also described the significant economic benefits that reform can bring, including enabling additional economic activity and job creation in every corner of New Zealand. 

	24. 
	24. 
	Latest estimates indicate that the amount of investment required to replace and refurbish existing infrastructure, upgrade three waters assets to meet drinking water and environmental standards, and provide for future population growth, is in the order of $120 billion to $185 billion over the next 30 to 40 years. This equates to between $4 billion and $5 billion per annum for 30 to 40 years. 

	25. 
	25. 
	Eliminating this infrastructure deficit and meeting future growth requirements will be beyond the funding and operational capacity of most councils and communities under current arrangements. Experience has also shown that, if serious problems arise (due to civil defence emergencies and financial difficulties, for example), financial support from the Crown and taxpayers is often required. 

	26. 
	26. 
	We have recognised the opportunities to address this situation, by reforming three waters service delivery arrangements. This involves creating a small number of largescale water services entities, with sufficient balance sheet capacity to raise debt to fund these investment requirements and smooth the cost of this investment over time. This would deliver the necessary infrastructure upgrades faster, more efficiently, and at a lower cost to households than under current delivery and funding arrangements. (

	27. 
	27. 
	The analysis demonstrated that, without service delivery reform, and the associated efficiency gains, the real cost increases to households of meeting the required investment would be significant, and likely unaffordable for many smaller communities and low-income customers. 

	28. 
	28. 
	Compared with a 'no reform scenario', the net present cost of three waters service delivery per connected person per year is expected to be between $480 and $1,060 lower under the reform proposals. This represents a significant improvement in economic wellbeing compared with a 'no reform' scenario, in addition to the health and environmental benefits that reform will deliver. 

	29. 
	29. 
	For rural councils, average household costs in 2019 ranged from less than $500 per annum to $2,600 per annum, with a median of $1,300. To meet the investment required, average household costs would need to increase by between three and 13 times in real terms. For some small, rural local authorities, average household costs in 2050 could reach as high as $9,000 in today's dollars, and would be unaffordable for many households. 

	30. 
	30. 
	The situation is not much better for larger provincial and metropolitan councils. Average household bills (in 2019) for provincial councils ranged from around $600 to $2,550, with a median of $1,120. By 2050, these bills would need to increase by between two and eight times to meet the required investment. Similarly, average household bills across metropolitan councils would need to increase by between 1.5 and seven times. In some metropolitan councils, bills could reach between $1,700 and $3,500 per annum 

	31. 
	31. 
	An economic impact assessment was also commissioned to understand the potential impacts of reform. This analysis compares the impact of a step-up in investment in the sector enabled through reform, relative to a scenario without reform (counterfactual) in which councils continue to deliver three waters services. Importantly, the counterfactual envisages that councils will deliver an increase in investment over current levels of between 25 per cent and 57 per cent, but this will still be insufficient to fund

	32. 
	32. 
	The reforms are forecast to impact every corner of the economy and could see Gross Domestic Product (GDP) expand by $14 billion to $23 billion over the next 30 years, relative to the counterfactual. To put this in perspective, this represents investment equivalent to 4.4 per cent to 7.1 per cent of the total New Zealand economy. In relative terms, this increased economic activity equates to an average increase in GDP of 0.3 per cent to 0.5 per cent per annum. 

	33. 
	33. 
	The reforms are expected to support additional jobs across the economy. Relative to the counterfactual, New Zealand could have on average an extra 5,850 to 9,260 additional full-time equivalent (FTE) jobs between 2022 and 2051. The increased jobs and associated economic activity will help generate between $4 billion and $6 billion in additional tax receipts for the Crown. 

	34. 
	34. 
	The benefits of reform are widespread, with provincial and rural areas expected to experience significant increases in GDP compared to current levels. Ensuring that jobs are retained locally and created in regional New Zealand, close to where the infrastructure investment work needs to occur, will be a key focus throughout the transition. 


	Page 4 of45 
	Page 5 of 45 
	Summary of recent decisions 
	35. 
	35. 
	35. 
	35. 
	On 14 June 2021, Cabinet made decisions on a comprehensive package of proposals to reform the three waters service delivery system [CAB-21-MIN-0226; CAB-21-MIN0227; and CAB-21-MIN-0228]. In summary, these proposals provide for: 
	-


	35.1 the aggregation of local government three waters services into four, publiclyowned water services entities, and the boundaries of these entities; 
	35.2 the transfer of asset ownership from local government to the new entities, but with local authority ownership of the entities themselves, and clear legislative safeguards against privatisation; 
	35.3 the water services entities to operate within a joint oversight framework, involving representatives of the local authorities and mana whenua from within the geographical area covered by the respective entities; 
	35.4 independent, competency-based, professional boards to govern the new entities; 
	35.5 mechanisms to recognise the rights and interests of iwi/Maori, and to provide for strong community and consumer voice in relation to the new entities; 
	35.6 strengthened system oversight and stewardship, including through a Government Policy Statement that provides for national strategic direction to the water services entities; 
	35.7 the development and introduction of an economic regulation regime and mechanisms for protecting consumers -the details of which will be developed over the coming months, as outlined later in this paper. 

	36. 
	36. 
	Cabinet also reconsidered the reform strategy [CAB-21-MIN-0226]. It noted that it is highly desirable that all communities are able to access the benefits of reform, but achieving the full benefits requires comprehensive participation by local government, and there are risks to achieving this outcome under a voluntary 'opt-out' approach. 

	37. 
	37. 
	On 12 July 2021, Cabinet considered a fourth paper, Delivering the three waters reforms [CAB-21-MIN-0269]. Through that paper, I obtained decisions relating to the implementation of the reform proposals agreed in the earlier papers, including confirmation of the final package to support the reforms -of up to $2.5 billion, comprising both a 'no worse off' package and a 'better off' package for local government; 

	38. 
	38. 
	It was agreed that, consistent with the reform strategy agreed in June 2021, Cabinet will consider whether to proceed with a legislated 'all in' approach to reform in September 2021, following a period of socialising the policy proposals and support package with the local government sector. These matters are addressed in Part A of this paper. 

	39. 
	39. 
	Part B provides a report back on two further matters, arising from that paper: 
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	39.1 whether transition funding for the economic regulator is able to be found from within the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency of $296 million established as part of Budget 2021; 
	39.2 the approaches and options for managing issues relating to pricing. 
	39.2 the approaches and options for managing issues relating to pricing. 


	Analysis 
	Analysis 
	Part A: Confirming our approach to reform 
	I have considered a number of potential reform options, but none of the alternative models will be effective 
	40. 
	40. 
	40. 
	In my earlier papers, I set out the issues and challenges facing our three waters service delivery system, the case for changing current arrangements, and the significant economic and other benefits offered by reform. I obtained agreement to a comprehensive, inter-connected package of proposals to establish and implement a new system for delivering and regulating water services. The new system involves creating four new water services entities to take over service delivery responsibilities from local author

	41. 
	41. 
	We now need to consider how to implement the reforms, including whether to proceed with a legislated 'all in' approach. This decision follows an intensive, twomonth period of socialising the policy proposals and support package with the local government sector -following over three years of discussions and engagement with the sector and iwi/Maori about reform more broadly. 

	42. 
	42. 
	Throughout the reform programme, we have heard a number of suggestions for alternative models and proposals. I understand there are still parts of the country that may wish to pursue different models and boundaries to the ones we have put forward. For example, there is a continued interest in a more regionalised model in the Hawke's Bay; and the Mayor of Auckland has indicated he would prefer a standalone model, with Watercare continuing to be a council-controlled organisation. Work has also been undertaken

	43. 
	43. 
	My package of reform proposals was developed following a significant amount of work to develop the evidence base for the case for change, assess the options for addressing the identified problems, and identify the benefits, costs and risks of different approaches. The evidence base has been thoroughly tested and independently reviewed. 

	44. 
	44. 
	The proposed approach to the number and boundaries of the water services entities was determined through extensive analysis of a range of factors, including scale benefits and economic efficiencies, communities of interest, and relationships with water catchments. A number of alternative models were developed and tested, including regional models, and various other scenarios and combinations of entity numbers and boundaries. 

	45. 
	45. 
	This work demonstrated that achieving our ambitions for the reforms requires entities to have a sufficient asset and customer base to be financially sustainable, operate at an economically efficient scale, and enable prices to be affordable and levels of service to be broadly comparable. International evidence indicates each entity would need to serve a connected population of at least 600,000 to 800,000 to achieve the desired level of efficiency. Below this point, entities may find it difficult to fully re

	46. 
	46. 
	I recognise that, for a few parts of the country with very large metropolitan populations, it may be possible to have something resembling a 'regional' model. However, I have not been presented with any alternative proposals that would deliver the range of objectives and ambitions we are seeking to achieve for all New Zealanders, or do so in a way that could be applied across the country without resulting in large geographic differences in service delivery outcomes and cost. 

	47. 
	47. 
	Some alternative approaches are also contrary to the core expectations and bottom lines we have set. For example, Standard and Poor's has advised that use of a councilcontrolled organisation model would not achieve the financial independence and balance sheet separation that enables entities to fund the significant capital investment programme needed to address the infrastructure deficit, which is an essential driver of the need for reform. 

	48. 
	48. 
	Alternative models will not work universally throughout the country and would perpetuate significant differences in cost and service quality across regions. For many of parts of the country, alternatives would likely be unsustainable and unaffordable. Experiences in overseas jurisdictions also demonstrate that political compromises regarding the number of entities can lead to subsequent, costly rounds of further consolidation. 

	49. 
	49. 
	I note that independent advice provided to some councils reinforces the view that continuing with current service delivery arrangements is unlikely to be viable, and calls into question the effectiveness of alternative, regionalised approaches. 
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	50. For example, a report commissioned by councils in the Otago and Southland regions from the consultants Morrison Low, commented that: "Based on preliminary evidence, it is proposed that the current service delivery model is not sustainable. [The] Morrison Low Situation Analysis ... demonstrates that the challenges in addressing the ongoing service delivery requirements for three waters will likely exceed the capacity of Otago and Southland as a combined region. As such, 'opting out' of the three waters s
	1 

	51. 
	51. 
	51. 
	51. 
	Any sustainable solution to the problems facing the three waters sector needs to address: 

	51.1 the large number of small water service providers, which limits opportunities for achieving efficiencies in delivery of three waters services; 
	51.2 current incentives and governance structures that are not conducive to longterm decision making in relation to three waters asset management and investment; 
	51.3 affordability challenges associated with addressing the infrastructure deficit; and 
	51.4 lack of effective system stewardship. 

	52. 
	52. 
	Various solutions that have been proposed may address one or two of these challenges, but none offer a comprehensive solution that addresses all of them. 

	53. 
	53. 
	For example, I have considered other possible approaches for achieving the desired reform outcomes, including strengthening regulation and relying on that to create incentives for change. However, while that might provide a viable pathway for achieving improvements, it is unlikely to address the underlying root causes of the problems we see in the sector, or address the long-term funding and affordability challenges that smaller rural and provincial communities will inevitably face. 

	54. 
	54. 
	I have also considered the potential for central government subsidies and a similar approach to the 'funding assistance rate' that is used for reading. As previously explained, I do not think this would be a feasible or desirable solution. It would offer no guarantee of the level of funding that needs to be sustained over the next 30 to 50 years, and does not address the systemic issues facing the local government sector. In particular, providing more funding does not address the need for significant improv
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	55. 
	55. 
	55. 
	In summary, I consider that alternative approaches would be more costly for households, more difficult to regulate effectively, and would not build the necessary expertise and workforce capability. Local authorities are not set up to deliver the necessary increase in infrastructure investment, or to develop the capability and specialisms required to improve asset management and procurement practices required to unlock significant efficiencies. Even if they had access to the necessary funding, they do not ha

	56. 
	56. 
	I am confident the overall reform package we have set out is as robust as possible, though I acknowledge there may be some areas that may be improved -such as those regarding local influence, governance and accountability to communities. I propose a range of processes for working through outstanding issues and identifying improvements, as outlined later in this paper and in the attached appendices. 


	I am seeking agreement to proceed with a legislated 'all in' approach to ensure all communities can benefrt from reform 
	57. 
	57. 
	57. 
	I consider that my package of reform proposals presents the best opportunity for delivering the reform outcomes we are seeking for all New Zealanders in all parts of the country. As previously explained, my preferred approach also involves enabling all communities within New Zealand to access the benefits from reform. In practice, achieving this would require every territorial authority district to be included in one of the new water services entities, and for this to be provided for in statute -without the

	58. 
	58. 
	58. 
	I am therefore seeking agreement to proceed with the reforms, using a legislated 'all in' approach. This approach is essential if we are to ensure all communities can benefit, and minimise the risks of undesirable outcomes and unintended 

	consequences. 

	59. 
	59. 
	I am confident that the need to consider the collective interest of all New Zealanders outweighs a desire to accommodate the particular interests of some individual councils and communities through a voluntary decision-making process. There is a conflict between the national interest and an opt-out approach. In this situation, I consider the national interest should prevail. 

	60. 
	60. 
	Successive governments and locally-led review processes have identified the need for reform, but previous attempts -including voluntary approaches attempted by local government -have failed to deliver change. Fear of change can also be an obstacle, and national leadership and clear policy direction are important if we are to overcome this. 

	61. 
	61. 
	I also consider that we need to make decisions and announcements now, to remove any uncertainties about the nature and direction of the reforms, and enable the extensive work needed to transition to the new system to get underway. 

	62. 
	62. 
	Taking further time to make decisions risks losing momentum for reform, and is not justified given the widespread acceptance of the problem, the unsustainability of the status quo, and the lengthy period of policy development and engagement undertaken since the Three Waters Review was initiated in mid-2017. 

	63. 
	63. 
	63. 
	I have identified a number of important factors that are relevant to our decisions about how and when to proceed with the reforms, and whether to do this through a legislated 'all in' approach. These factors relate to: 

	63.1 whether the case for change and overall package of reform proposals continue to be robust; 
	63.2 consideration of the issues that have been raised during engagement with local government and iwi/Maori, and the existence of a clear plan for working through legitimate ideas and concerns; 
	63.3 clarity about next steps -including having comprehensive plans for communicating decisions and agreed strategies for implementing the reforms. 

	64. 
	64. 
	I consider each of these factors has been addressed, and appropriate plans are in place -as explained further throughout this paper. 

	65. 
	65. 
	I am aware that the reform proposals are complex and difficult for councils to engage with. For some communities, the challenges are not obvious, as the problems of underinvestment are hidden from view and not immediately apparent. It is also difficult for councils to appreciate the changing regulatory requirements (including those provided for in the Water Services Act 2021), and the additional challenges they will present to three waters service delivery in their communities. These are still in the proces

	66. 
	66. 
	There has been a mixed reaction to the proposals within local government so far. A number of councils, and many council chief executives and staff involved in three waters service delivery, appear to support the reforms. Many others, while not strongly supportive, are actively working to provide constructive feedback and to positively develop some potential improvements. A number of mayors have indicated (either publicly or privately) that the Government should take steps to make the reforms mandatory. 

	67. 
	67. 
	However, there is also evidence of strong opposition in some places. A small number of councils have already voted to opt out of the reforms (despite not having been requested to make decisions on this), and there is some active campaigning against reform. There is also concern and uncertainty among elected members, and we have been asked by some to slow down or pause the reforms. 

	68. 
	68. 
	In this context, the risk of leaving reform outcomes to individual council decision making is too great. It would likely set us back for a decade or longer -throughout which time central government will continue to be asked for subsidies or financial support as affordability pressures and quality, health and environmental concerns grow. 

	69. 
	69. 
	Recognising that reform is challenging, we have provided for a three waters support package to support the sector through change and as a step towards a positive future for local government. A package of up to $2.5 billion has been agreed to ensure all local authorities are better off from reform, and assist with positioning the sector for the future. This package comprises both: 
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	69.1 a 'no worse off' package, which seeks to ensure that no local authority is materially 'worse off' financially as a result of reform, and the associated transfer of responsibility for water services to a new water services entity; 
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	69.2 a 'better off' package, which seeks to invest in the future for local government and community wellbeing, while also meeting priorities for government investment. 
	70. 
	70. 
	70. 
	This support package was announced at the same time as my policy proposals. It is intended to underpin a legislated New Zealand-wide approach to reform, which enables all communities -and their councils -to benefit, while recognising that there will be concerns about the short-and long-term impacts. 

	71. 
	71. 
	The support package is an essential part of an 'all in' reform strategy, and will help to mitigate the political management and implementation risks associated with this approach. 

	72. 
	72. 
	Other notable risk management and mitigation techniques include the extensive engagement with the local government sector and iwi/Maori (set out in Appendix A), collaborative approaches to transition and to working through some key policy issues, and continued involvement of the joint Central-Local Government Three Waters Steering Committee. While there are other risk factors that we may need to manage, such as the potential for litigation, I am advised that the likelihood of these issues materialising and 


	The case for change continues to be robust and compelling 
	73. 
	73. 
	73. 
	The case for change outlined in the earlier papers and supporting material continues to be compelling. I am not aware of any serious or credible questions being raised about the substance or persuasiveness of this extensive evidence base, or of substantial arguments that the status quo is sustainable. 

	74. 
	74. 
	While there has been some debate regarding the modelling of future investment required and the potential for efficiency benefits, the assessment that the benefits of reform outweigh the costs and risks are robust to a wide range of scenarios around investment levels and assumed efficiency benefits. The conclusions reached through the national evidence base are also well supported by independent reports commissioned by local government, with analyses in Hawke's Bay, Wellington, West Coast and Otago/Southland

	75. 
	75. 
	It is also noteworthy that Local Government New Zealand, which represents the national interests of councils in New Zealand, considers there is a sufficient and evidence-based national case for change, and that the current approach to three waters service delivery is not capable of delivering the outcomes required in an affordable and sustainable way into the future. 

	76. 
	76. 
	While the impetus for the service delivery reforms has been enhanced by the COVID19 pandemic, the need for reform is not new. Organisations such as Local Government New Zealand, the Office of the Auditor-General, the Parliamentary Commissioner for the Environment, and the National Infrastructure Unit began highlighting serious issues and points of concern about water infrastructure and investment several years ago. The Government's Inquiry into Havelock North Drinking Water and the Three Waters Review gathe
	-


	77. 
	77. 
	Recent work has demonstrated that, while there are pockets of good performance, communities in many parts of the country cannot be confident that their drinking water is safe, that the three waters sector is achieving good environmental outcomes, that it can accommodate population and housing growth, that the rights and interests of iwi/Maori are being upheld, and that climate change and natural hazard risks are being managed successfully. 
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	78. These matters are of vital interest and importance to the public. For example, an Infrastructure Commission survey of more than 23,000 New Zealanders found that: "Not always having access to safe drinking water was the number one infrastructure issue for New Zealanders", and "Four out offive New Zealanders want to see an increased investment in water networks to solve current issues". 
	2 

	79. 
	79. 
	79. 
	The challenges the three waters sector faces in delivering health, consumer and environmental outcomes, and the sheer size of the infrastructure deficit that has developed under council operation, are symptomatic of wider systemic failure underpinning the way three waters services are currently delivered. 

	80. 
	80. 
	The need for reform is also driven by other parts of the three waters programme. In 2019, Cabinet made decisions to reform three waters regulatory arrangements and create a new water services regulator. This has resulted in the establishment of Taumata Arowai and the development of the Water Services Act. This Act provides the details of the new regulatory system for drinking water quality that will be overseen by Taumata Arowai, and responsibilities relating to the environmental performance of wastewater a

	81. 
	81. 
	It is clear that significant investment is needed across the country to address the issues facing the three waters sector and ensure the new regulatory system can be implemented effectively. Without major, transformational reform and a national, coordinated approach, the costs to households will be high. We will be unable to achieve our ambitions to improve public health, environmental and economic outcomes, or solve the housing crisis. 

	82. 
	82. 
	If we are to deliver this transformation, all of the core components of my reform package will need to be implemented, and every council and community will need to participate in the new system. If a voluntary approach is followed, some councils will likely decide to opt out of the reforms. This would pose a significant risk to the effective delivery of the reform programme and achievement of good outcomes, including by: 


	82.1 preventing all communities from benefitting from reform (both from a three waters perspective, and because they would not receive a share of the 'better off' funding support package); 
	82.2 reducing the potential to achieve operating, capital, and financing efficiencies; 
	82.3 creating a 'patchwork quilt' of infrastructure providers within catchments; 
	82.4 reducing the viability and effectiveness of economic regulation. 
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	Key issues raised during engagement 
	83. 
	83. 
	83. 
	Engagement with local government has identified some issues for further work, but none requiring a reconsideration of the need for reform and core elements of the policy proposals 

	84. 
	84. 
	We have just completed a two-month engagement period with the local government sector, to socialise the policy proposals and support package. This was intended to provide time to understand the reform proposals and how they affect each council and community, and to identify issues of local concern and suggest possible ways to address them. It was an opportunity for the sector to engage with the model, at both a national and community level. 

	85. 
	85. 
	85. 
	The engagement process is described in further detail in Appendix A. It included, in summary: 

	85.1 discussions with individual councils and in groups (including whole entity groupings); 
	85.2 technical support and one-to-one sessions facilitated by Local Government New Zealand (including individual sessions with nearly every council); 
	85.3 engagement between officials from the Department of Internal Affairs and senior council officers; 
	85.4 workshops held by Local Government New Zealand, facilitated by elected members on the joint Central-Local Government Three Waters Steering Committee, on the topics of governance, community interest, and rural supplies. 

	86. 
	86. 
	The engagements to date have identified some significant areas of concern, but none of these issues credibly challenge the case for reform or represent fundamental obstacles to reform, and do not materially affect the essential elements of the policy proposals. The issues identified have been discussed extensively throughout the policy development process, including with the joint Central-Local Government Three Waters Steering Committee. 

	87. 
	87. 
	87. 
	Key themes from local government engagement include: 

	87.1 local authority influence -how will local authorities influence how the water services entities will respond to issues of importance to their communities, and provide for localised solutions; 
	87.2 accountability -how to strengthen the accountability of the water services entities to the communities that they serve 
	87.3 interactions with the planning system -ensuring appropriate integration between the needs, planning and priorities of local authorities (representing their local communities), and the planning and priorities of the water services entities; 
	87.4 investment transparency -how to ensure that, in the short and medium term, the procurement of local services and the transparent investment in infrastructure delivers against local priorities. 

	88. 
	88. 
	A detailed list of the substantive issues is provided in Appendix B, along with the indicative process and timing for working them through. Some specific policy issues relating to the reform proposals are discussed in more detail below. 

	89. 
	89. 
	Several of the issues merit further consideration and engagement, which may lead to refinements to the design features of the proposals. I note that, in some cases, it may be appropriate for there to be differences between the entities, to enable them to reflect the local context -where this does not affect the core features of the entity design model. This will be explored further, and may be addressed in future papers and through legislative drafting. 
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	lwi/ Mcwri engagement and issues to consider further 
	90. 
	90. 
	90. 
	There has been ongoing engagement with iwi/ Maori throughout the three waters reforms. The focus of recent engagement, from a Crown perspective, has been that: 

	91. 
	91. 
	Engagement to date has been highly constructive, and raised some core issues that will warrant active consideration over the coming months. These include: 


	90.1 
	90.1 
	90.1 
	the core features of the reform proposal are well understood, and we receive feedback on room for improvement to inform further policy development and legislative drafting; 

	90.2 
	90.2 
	the relationship between three waters reform, and other aspects of the Government's reform agenda, are understood; 

	90.3 
	90.3 
	iwi/Maori maximise opportunities in the three waters reforms, and begin the steps toward consolidating shared interests within the proposed entity boundaries; 

	90.4 
	90.4 
	iwi/Maori have a good understanding of the support that is available from the Crown, and that any such support is accessible and timely; 

	90.5 
	90.5 
	iwi/Maori have confidence that the Crown will honour its obligations under existing Treaty settlement legislation throughout this reform; 

	90.6 
	90.6 
	where bespoke arrangements between iwi, hapO or Maori landowners have been reached in relation to three waters, they are upheld in the reform transition. 


	91.1 confidence around Treaty settlement mechanisms, including how existing mechanisms are provided for within legislation, and how details might be contained within the water services entities legislation (such as through separate schedules for each entity to recognise unique characteristics); 
	91.2 requests for direct representation on the boards of water services entities, particularly for iwi who have post-settlement co-governance arrangements in place; 
	91.3 that existing bespoke arrangements between iwi/Maori and councils in relation to water be preserved; 
	91.4 issues relating to the level of investment undertaken by the entities and the ability to directly influence performance; 
	91.5 proposals relating to Te Mana o te Wai, and interest in the broader concept of locally-expressed priorities in relation to rivers, lakes and water bodies that may be less directly reflected within the scale of the proposed entities; 
	91.6 the relationship between the three waters service delivery reforms and resource management system reforms from a Treaty rights and interest perspective. 
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	92. I have indicated that I am open to considering these issues further, and there will be a process and timetable for doing this. Further details are provided in Appendix C. The core principle underpinning any further considerations is that redress set out in Treaty settlement legislation will continue to apply and, where relevant, be explicitly provided for in the new regime. My current intention is that protection for current Treaty settlements will be provided at a high level within the first Water Serv
	93. 
	94. 
	94. 
	94. 
	A key decision will be around how prescriptive we are in providing for this in legislation and/or in transitional support to iwi/Maori and the establishment of the entities. 

	95. 
	95. 
	I am also aware that there are significant bespoke arrangements negotiated between local authorities and iwi and hapu, such as Taniwha Springs. This agreement is between Rotorua District Council (the Council) and Puna a Pekehaua Trust. The Trust are owners of a Maori land block that contains springs (te puna a Pekehaua, also known as Taniwha Springs). The springs were taken by the Crown in 1966 under the Public Works Act and vested in the Council for the supply of drinking water. 

	96. 
	96. 
	In 2007, the Council applied for a 25-year resource consent to continue taking water from the spring. The Environment Court held that taking the water had a significant adverse effect on Ngati Rangiwewehi's identity, and consent could only be granted for a further 10 years to enable alternatives to be put into place. Ngati Rangiwewehi raised the taking of the springs in their Treaty settlement. As a result, in 2012, the Crown provided the Council with a grant of $1.075 million to assist with establishing an

	97. 
	97. 
	In 2015, the Council returned ownership of the land to the original Ngati Rangiwewehi owners (the Puna a Pekehaua Trustees). The trustees have granted the Council an easement to access the land, and the trustees and Council are now joint consent holders for the water take consent. 

	98. 
	98. 
	There is a need to ensure that arrangements like this form an obligation on the new water services entities and the way they operate. 

	99. 
	99. 
	I have noted that it may take some time to fully explore some of the more significant and complex matters -particularly where they may involve the development of entityspecific schedules to legislation. I have also noted that the current approach to board appointments is that these must be competency-based. 
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	A working group will be established to further consider proposals relating to representation, governance and accountability of the new water services entities 
	100. 
	100. 
	100. 
	100. 
	A significant component of the feedback concerns the proposed ownership, governance and accountability arrangements for the new water services entities. The main feedback relates to: 

	100.1 The structure of the proposed model -including that: 
	100.1.1 the number of 'layers' is confusing and bureaucratic; 
	100.1.2 ownership is too far removed from current local government structures; 
	100.1.3 alternative models should be considered, such as those where consumers/communities play a role in governance arrangements. 
	100.2 Representation -including that: 
	100.2.1 local authorities have a reduced role to represent their communities' interests; 
	100.2.2 there is a lack of assurance about how small communities' interests will be prioritised; 
	100.2.3 there is strong support from iwi/ Maori for the proposed mana whenua representation arrangements, but concerns about the proposed partnership arrangements among some councils. 
	100.3 Council influence -including: 
	100.3.1 concerns there is a weak role for the Regional Representative Group, and that there will be difficulties associated with the 12-member limit (six places for local authorities and six places for mana whenua); 
	100.3.2 that the focus on achieving balance sheet separation has restricted consideration of possible alternative options that provide for greater control and influence over entity strategic direction and board appointments; 
	100.3.3 concerns about the lack of direct influence over the appointment and removal of entity board members, including questions about the need for an Independent Selection Panel; 
	100.3.4 questions about the interface between the entities and council longterm plans and district plans, and the influence of these documents over the entities. 
	100.4 Accountability -including: 
	100.4.1 concerns about a lack of accountability from the entities to community representatives; 
	100.4.2 uncertainty about the mechanisms that will hold the entity boards to account if they are not acting in accordance with statements of strategic and performance expectations issued by the Regional Representative Group; 
	100.4.3 differentiating between consumer accountability (which will be covered by a new economic regulation and consumer protection framework) and accountability to the broader community for service delivery performance. 

	101. 
	101. 
	In discussion with the joint Central-Local Government Three Waters Steering Committee and Local Government New Zealand, a draft Terms of Reference has been prepared for a working group on representation, governance and accountability arrangements for the new water services entities (included in Appendix D). 

	102. 
	102. 
	The establishment of this working group acknowledges and gives effect to the partnership arrangement that the Crown has entered into with Local Government New Zealand through the Heads of Agreement, including the commitment to identify and resolve matters of concern to the local government sector in a manner that is consistent with the shared reform objectives. It is also intended to uphold the Crown's commitment to its Treaty partner to protect and promote the rights and interests of iwi/Maori in the three

	103. 
	103. 
	103. 
	The purpose of this working group is to consider issues relating to representation, governance and accountability of the four proposed new water services entities, and to recommend to the Minister of Local Government an alternative design that: 

	103.1 seeks to address the concerns that have been expressed by a number of local authorities about the current proposals 
	103.2 remains consistent with the Government's reform objectives and bottom lines; and 
	103.3 is practical to implement and likely to achieve greater buy-in from the local government sector. 

	104. 
	104. 
	I am proposing that the core 'bottom lines' include: 
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	104.1 Good governance -that the board directly governing a water services entity: 
	104.1.1 has a clear role and responsibilities; 
	104.1.2 is comprised of appropriately qualified and experienced members who are free of conflict of interest and selected through a process that is meritocratic and competency based; 
	104.1.3 has board members that individually and collectively have appropriate duties and obligations to act in the best interests of the water services entity and the communities they serve, consistent with the proposed statutory purpose and objectives for the entity; and 
	104.1.4 has board members that collectively have competence relating to the Treaty of Waitangi, matauranga Maori, tikanga Maori, and Te Ao Maori. 
	104.2 Partnership with mana whenua -that the representation, governance and accountability arrangements for each water services entity are set up to give effect to the Crown's Treaty obligations by giving effect to the principle of partnership with iw i/ Maori across the rohe/takiwa served by that entity, including by: 
	104.2.1 ensuring that mana whenua has strategic influence; 
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	104.2.2 integration within a wider system; 
	104.2.3 reflecting a Te Ao Maori perspective; 
	104.2.4 supporting clear accountability of the water services entity to mana whenua, 
	104.2.5 improving outcomes for iwi/Maori at a local level; and 
	104.2.6 enabling mana whenua to have rights and mechanisms of influence over the water services entity that correspond to those provided to the local authorities served by the entity. 
	104.3 Public ownership -that each entity remains in public ownership, including local authority and/or community ownership, and with strong protections in place that prevent privatisation {of the entity itself and the main three waters service delivery assets they own). 
	104.4 Balance sheet separation -that the water services entity governance framework, when taken together with the broader measures to implement the three waters reform programme, will provide the entity with the financial capacity {including through the ability to borrow) to meet the future three waters service delivery investment needs {including any existing infrastructure deficit) of the region it serves, without: 
	104.4.1 resulting in the debt of water services entities consolidating onto the balance sheets of local authorities; or 
	104.4.2 requiring additional financial support from the Crown {beyond what the Crown has already agreed to provide) or local authorities. 
	3

	105. 
	105. 
	105. 
	The working group is intended to bring together a group of experienced local government sector practitioners {who are able to represent the diversity of perspectives, interests and priorities from across the local government sector), together with iwi/Maori representatives, to review and analyse work already carried out by officials, take account of the feedback received from local government and iwi/ Maori through the engagement process, and provide recommendations for subsequent consideration by Ministers

	106. 
	106. 
	I am discussing the membership of the proposed group with Local Government New Zealand, including seeking to identify a suitable independent Chairperson. Through this paper, I am seeking delegated authority to finalise the Terms of Reference and appoint members of the group, in consultation with the Prime Minister, the Minister of Finance, and the President of Local Government New Zealand. Other than the independent Chairperson, I do not propose to pay fees to the members of the group, but the Department of
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	107. 
	107. 
	107. 
	I note that the legislative drafting process for the Water Services Entities Bill is already underway, to give effect to the decisions we made in June and July 2021. It will be important that this Bill is introduced before the end of this year, to ensure we keep to the intended timetable and enable the Bill to be enacted prior to the local body elections (in October 2022). I also note that a second Water Services Entities (Implementation) Bill will provide the details of entity functions, powers and respons

	108. 
	108. 
	There may be opportunities during the drafting process of the first Bill to make immediate improvements to aspects of the reform proposals, including in relation to representation, governance and accountability arrangements, which can help to address the issues and concerns raised while keeping within our core expectations and 'bottom lines'. This might mean we need to reconsider some components of our previous decisions. 

	109. 
	109. 
	If this opportunity arises, I am seeking agreement that myself and the Minister of Finance have delegated authority to make further policy decisions on the proposed amendments, so these can be included in the Bill while it is being drafted. If this occurs, any changes would be clearly identified in the paper seeking agreement to introduce the Bill. 


	Other matters raised in engagement -maintaining exemptions obtained under the Water Services Act 
	110. 
	110. 
	110. 
	A further issue has arisen in engagement with a few local authorities, and which would benefit from clarity now. This concerns the ability for a council to influence the water services entities, in situations where a community is seeking a higher level of service than other communities served by the entities. This could occur, for example, in relation to communities that wish to achieve better environmental outcomes for wastewater and stormwater networks, and are willing to pay the higher costs that might b

	111. 
	111. 
	A specific scenario raised through the engagement relates to the chlorination of drinking water. The Water Services Act includes provisions relating to drinking water safety plans, which provide that residual disinfection must be used in a reticulated drinking water supply unless an exemption is obtained from Taumata Arowai. Under section 57 of that Act, the chief executive of Taumata Arowai has the ability to grant an exemption, if satisfied that the drinking water supplied will comply with all other regul

	112. 
	112. 
	I understand that some drinking water suppliers, including current council suppliers, may seek to obtain an exemption. Councils have asked for assurances that, if an exemption is granted, a water services entity would be required to continue to provide chlorine-free drinking water, and to comply with any conditions set by Taumata Arowai relating to that exemption, when they take over responsibilities for service delivery. 

	113. 
	113. 
	In these situations, I consider that it would be reasonable for the new entities to be expected to continue to provide chlorine-free drinking water and to meet any conditions associated with the exemption, until it expires. This will enable any councils that wish to pursue an exemption to do so, and to consult their communities around the potential additional costs and benefits that may be incurred. 

	114. 
	114. 
	I would expect the entities to be able to pass on any associated costs to a community that benefits from the services. Near the end of the exemption period, there would be consultation with the affected communities about whether further exemptions would be sought, including transparency about any future cost implications. Relevant councils, as owners of the entities, would have mechanisms for reflecting and advocating for their communities' interests (through the process of submissions to the entity as part
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	Water service entity interface with the resource management system 
	115. 
	115. 
	115. 
	Feedback indicates there are a number of areas of concern relating to the interface with the resource management system, and reforms to that system. For example, we are hearing concerns that local authorities will lose control over water infrastructure investment decisions that are required to support their growth plans (to accommodate housing and urban development). 

	116. 
	116. 
	The establishment of the water services entities will mean that they, rather than territorial authorities, will be responsible for the provision and funding of water infrastructure. Local government will continue to have primary accountability for urban and land-use planning under the reformed resource management system, including through the introduction of long-term regional spatial planning, and natural and built environments plans. 

	117. 
	117. 
	Cabinet has previously agreed that an objective of the water services entities will be supporting and enabling housing and urban development. In practice, this means that the entities will need to engage in a meaningful and effective manner with local authorities, and directly with communities, when developing their investment prioritisation methodology and asset management plans. Entities will need to consult communities on how investment should be prioritised, and will be required to take this feedback in

	118. 
	118. 
	Water services entities will be expected to be active participants in planning processes led by local government, including by participating in the development and implementation of regional spatial planning strategies, and ensuring that the development of natural and built environments plans is informed by a full understanding of the cost associated with water infrastructure needed to support housing and urban development. 

	119. 
	119. 
	Once these plans are approved, water services entities will be required to identify and make provision for infrastructure to support growth and development identified in their asset management plans and enabled through dedicated funding mechanisms designed to enable and respond to growth and development. The much stronger balance sheets of the water services entities will mean they will have greater capacity to respond to the future growth and development needs of communities, and to invest to improve resil
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	120. 
	120. 
	120. 
	Water services entities will also be consent holders under the new system, and will be required to comply with consent requirements and seek new consents when they expire or when undertaking expansions of their networks. The entities may also be requiring authorities, and could have the same (or similar) powers and obligations currently held by local authorities in relation to water services infrastructure. 

	121. 
	121. 
	The concurrent nature of the resource management and three waters service delivery reforms creates some practical challenges in how this policy intent can be given effect through legislation. 

	122. 
	122. 
	The Natural and Built Environments Bill and the Strategic Planning Bill are expected to progress together as an omnibus package due to the complexity of the interconnections between these two Resource Management Act replacements and the transition out of the current regime. 

	123. 
	123. 
	The two Water Services Entities Bills will proceed separately from the resource management reforms. The first of these Bills is anticipated to be introduced before the end of 2021 and be enacted in 2022 (in advance of the local body elections). The second Bill would follow shortly afterwards, and be introduced in mid/late 2022. 

	124. 
	124. 
	I expect it may be necessary to include in the second Water Services Entities Bill provisions for water services entities to engage in the current resource management system (for example, inputting into planning processes and consent decisions), to ensure that the deep expertise that will be transferred to these entities is not lost to the resource management system. Similarly, it may be necessary to make specific reference to the water services entities, and the role they are expected to play in the planni

	125. 
	125. 
	I have asked the joint Central-Local Government Three Waters Steering Committee to take a close interest in how the interface between these two reform programmes can be made to work, and to work with officials from the Department of Internal Affairs and the Ministry for the Environment to ensure an effective interface between these systems. 

	126. 
	126. 
	To support the Steering Committee, I have asked officials to establish a technical working group, similar to the approach adopted for stormwater, to ensure the legislative and policy settings will support the range of interactions between water service entities and local authorities that are needed to enable housing and urban development. 


	Approach to rural supply arrangements 
	127. 
	127. 
	127. 
	While the majority of New Zealanders currently receive their drinking water from council suppliers, there are a significant number of small, private and communitybased water suppliers, who provide drinking water to mostly rural communities. The majority of these small, rural suppliers are unregistered, and many have little contact with the regulatory system. 

	128. 
	128. 
	There are a range of rural water schemes across the country, which are essential to local economies and communities. These schemes include supplies that provide a combination of drinking water and stock water to rural communities, and supplies that have mixed ownership. Many were developed by central government funding in the 1970s, are funded and run by committees of farm users, and receive technical expertise and assistance from local councils to run the supply. 

	129. 
	129. 
	The service delivery reforms focus on council-owned drinking water, wastewater and stormwater supplies, not privately-owned supplies (with the latter not being part of the new water services entities or captured by a legislated 'all in' reform approach). However, the engagement processes have highlighted various concerns about rural supply arrangements, and how these might be affected. Councils have expressed concerns about the impacts of the three waters reforms on rural drinking water suppliers, in two ke

	130. 
	130. 
	Firstly, there are concerns that the new regulatory requirements (in the Water Services Act will mean that private and community suppliers will stop supplying drinking water to those rural communities -either because those suppliers are unable to comply with the new requirements, or because they are unwilling to engage in the new regulatory regime and choose to withdraw the supply. 

	131. 
	131. 
	To address this concern, we are working to ensure there is a clear pathway and support for the transition of small rural suppliers into the regulatory system. Taumata Arowai is undertaking significant work to develop the mechanisms needed to support unregistered supplies, and ensure that the regulatory requirements are fit for purpose (for example, through the development of acceptable solutions that can be used by small suppliers). 

	132. 
	132. 
	Changes were made to the Water Services Bill (through a supplementary order paper) to extend the transition window for these small unregistered supplies from five years to seven years. Extending the transition timeframe will align the transition for the drinking water regulatory system with the establishment of the new water services entities. These entities should be in a position to provide technical capacity and capability and, in some cases, infrastructure upgrades, to support small rural suppliers to t

	133. 
	133. 
	The second key area of concern for councils is the impact of the service delivery reform proposals on the existing, and often complex ownership, governance and operating arrangements for some community/ rural drinking water supplies. A number of councils have commented that the legal status of those arrangements is uncertain, and would like greater clarity about what will happen to these schemes in the new system. These supplies often have unique community governance, operating and funding arrangements, and

	134. 
	134. 
	In some cases, councils are seeking assurance that, where there are community groups running these schemes, they will be able to continue operating with support from the entities. There are also situations in which councils are the legal owners of the schemes, but they are managed and operated by the farming communities who receive the supply. In those situations, some farming communities/committees may wish to continue to manage the schemes themselves, and not to be included in the new entities. 
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	135. 
	135. 
	135. 
	As part of the transition programme, I expect there to be further work to identify and understand all of the existing service delivery arrangements between councils and community/rural schemes, and consider what will happen to these schemes and arrangements in the future. This would cover all kinds of situations, including those outlined above. 

	136. 
	136. 
	I am proposing that a technical advisory group will be established to assist with, and advise the transition programme on, these matters. I am anticipating that a complex and diverse set of local arrangements will need to be explored, and specific technical expertise in these matters w ill be required. 

	137. 
	137. 
	This advisory group will be similar to the approach being taken for stormwater. It will support the development of policy options and advice, to inform what the future functions, duties and obligations of the new water entities should be in respect of rural/community schemes. This could include, for example, situations in which privately-operated rural/community schemes require technical assistance from the entities. It could also include situations in which council-owned rural schemes might not become part

	138. 
	138. 
	As noted in my previous paper, Delivering the three waters reforms, there will be a separate approach for working with Crown suppliers to explore potential arrangements between them and the new entities. 


	Concerns about the reform process and timing -communication approach 
	139. 
	139. 
	139. 
	139. 
	Some of the feedback provided during the engagement process with local government has related to other matters, beyond the policy proposals. The key concerns involve: 

	139.1 sufficiency of publicly-available information on the reforms; 
	139.2 the pace of reform -including some requests to 'pause' the reforms to allow councils more time to understand the case for change and proposals, and other requests for the reforms to be made mandatory now; 
	139.3 a lack of clarity and certainty around next steps -including uncertainty in some councils about whether they should be planning to consult their communities on 'opting out' (despite guidance from officials that the engagement period was not an 'opt out' process). 

	140. 
	140. 
	Some of these matters have already been addressed through communications material and the provision of factual information that targets areas of misunderstanding. They could also be addressed through the reform announcements and ongoing engagement noted below. It will be important to ensure clear information about the reforms is available to all stakeholders, iwi/Maori, and the general public, and that next steps are well communicated. This includes the key messages on pricing and quality outcomes in Part B

	141. 
	141. 
	I am not proposing that we put the reforms on hold, or spend further time explaining the case for change before making decisions. We have been talking with the local government sector about reform issues and opportunities for more than three years, and the past year has included extensive engagement and communications by officials and the joint Central-Local Government Three Waters Steering Committee. Any additional time is unlikely to be productive, or result in a significant shift in the mindset of those 
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	Entity boundaries 
	142. 
	142. 
	142. 
	142. 
	As part of our decisions in June 2021, we agreed to the following boundaries of the four water services entities: 

	142.1 Entity A comprises the Auckland and Northland regions. 
	142.2 Entity B comprises all districts from the Waikato, Bay of Plenty and Taranaki regions and the upper parts of Manawato-Whanganui region (Ruapehu, Whanganui, and Rangitikei). 
	142.3 Entity C comprises: 
	142.3.1 the local authorities in the eastern and lower part of the North Island (Gisborne, Hawke's Bay region, lower parts of the ManawatoWhanganui region, and Wellington region); and 
	4 

	142.3.2 the local authorities at the top of the South Island (Tasman, Nelson and Marlborough). 
	142.4 Entity D comprises the districts and regions in the rest of the South Island, including those parts of the Marlborough and Tasman Districts that comprise the Ngai Tahu takiwa (as provided by section 5 of the Te Runanga o Ngai Tahu Act 1996). 
	This includes Horowhenua, Manawatu, Palmerston North and Tararua. 
	4 


	143. 
	143. 
	143. 
	When agreeing to the proposed boundaries for each of entity, Cabinet noted that there would be further discussions with those local authorities and iwi/Maori that are most affected by the boundary choices [CAB-21-MIN-0226]. The key choices relate to: 

	143.1 whether to extend Entity A to include other districts surrounding the Hauraki Gulf, enabling a more integrated approach to the management of the Hauraki Gulf marine catchment; 
	143.2 the boundary between Entity Band Entity C with respect to the Taranaki and ManawatO-Whanganui regions (with the latter being split across entities), taking into account ki uta ki tai, whakapapa connections, and economic geography/ community of interest considerations; 
	143.3 the boundary between Entity C and Entity D, which divides the South Island to reflect communities of interest, achieve a balanced population across the four entities, and reflect iwi/Maori boundaries (with Entity D providing for the Ngai Tahu takiwa, and Entity C preserving whakapapa connections between the upper part of the South Island -in Tasman, Nelson and Marlborough -and the lower North Island). 

	144. 
	144. 
	I was invited to report back on the outcome of these discussions, and to seek agreement to any changes to the entity boundaries that might be needed. 

	145. 
	145. 
	I am advised that feedback relating to the proposed boundaries has not been a core feature of the recent engagements. While there are specific local interests that are relevant, the balance of considerations is well understood. A summary of the main points of is provided below. 

	146. 
	146. 
	Regarding Entity A, and the potential inclusion of districts surrounding the Hauraki Gulf: 
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	146.1 Some of the councils within the Hauraki Gulf area have expressed a desire to be included in Entity A. Reasons have included community links (for example, Aucklanders visit the Coromandel for recreation); scale benefits (potential for lower household costs), and increased representative interest (given there are fewer councils within Entity A). 
	146.2 lwi/Maori perspectives have been mixed, with some iwi on the Western side of the Coromandel preferring inclusion in Entity A, and other iwi preferring the Hauraki Gulf be included within Entity B. 
	147. 
	147. 
	147. 
	147. 
	Regarding the boundary between Entity Band Entity C, with respect to the Taranaki and ManawatCt-Whanganui regions: 

	147.1 The proposed boundary has been broadly well received by the directly affected councils. One council has noted that a shared service arrangement that is in place between councils would be split across the two entities, and will need to be considered through transition arrangements. 
	147.2 There has been favourable feedback from some iwi on the inclusion within Entity B. Others identify more directly with whakapapa connections that would see the relationship going down the west coast of the North Island to Wellington and to the top of the South Island. 

	148. 
	148. 
	148. 
	Regarding the boundary between Entity C and Entity D, and the Ngai Tahu takiwa approach: 

	148.1 Councils at the top of the South Island (in Entity C) have expressed concern about the potential impact on communities in Seddon and Murchison, which would be split into a different entity. However, there is an openness to working through the practical arrangements that may support a different approach. 
	148.2 Ngai Tahu remain strongly aligned to a takiwa approach, but have indicated a willingness to work on a solution that would see the communities in Seddon and Murchison receiving services from Entity C. 

	149. 
	149. 
	The discussion and engagements indicate that we do not need to make any changes to the boundaries that were agreed by Cabinet in my previous paper [CAB-21-MIN-0226]. This means the legislation will be prepared on the basis of those boundaries, including the application of the Ngai Tahu takiwa in relation to the boundaries of Entity C and Entity D (as provided by section 5 of the Te Runanga o Ngai Tahu Act 1996). 

	150. 
	150. 
	I am proposing that officials from the Department of Internal Affairs will continue to work with the relevant councils, Ngai Tahu and Te Tau lhu to develop an approach that would enable communities in Seddon and Murchison to receive (and be charged for) services from Entity C rather than Entity D. 


	Transition approach 
	151. The fourth in this suite of papers, Delivering the three waters reforms (July 2021), obtained agreement to my proposed approach to transition and implementation [CAB21-MIN-0269]. This included details relating to: 
	-

	151.1 the proposed transition timetable, objectives and activities -including that the a 'go live' date for the new water services entities will be 1 July 2024; 
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	151.2 the role, form and structure of the national transition unit and establishment entities, and how transition activities and tasks w ill be allocated; 
	151.3 the legislative powers, obligations and restrictions needed during the transition; 
	151.4 the role of local authorities in transition activities and processes; 
	151.5 iwi/Maori involvement in the transition process, and the provision of ongoing support; 
	151.6 initial legislative provisions relating to the three waters workforce, transfer guidelines, and workforce principles. 
	152. 
	152. 
	152. 
	Cabinet has also agreed to provide funding for the reform programme, with $296 million allocated through Budget 2021 for the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency [CAB]. 
	-
	21-MIN-0116.16


	153. 
	153. 
	This means we are well-positioned to proceed with the transition as soon as announcements are made regarding the approach to reform. In the meantime, initial work is already underway within the Department of Internal Affairs to prepare for implementation and stand-up the national transition unit. Officials are also working with Parliamentary Counsel Office regarding the drafting of the legislation needed to give effect to our earlier decisions. I am anticipating the Water Services Entities Bill will be read

	154. 
	154. 
	In parallel, work is underway to develop the new economic regulation and consumer protection regimes that will be an integral part of the new three waters system. This is described further below, and in the associated paper by the Minister of Commerce and Consumer Affairs. 


	Communications and partnering throughout the transition 
	155. 
	155. 
	155. 
	If we decide to proceed with a legislated 'all in' approach, it is essential that subsequent announcements and next steps are accompanied by a comprehensive communications plan. 

	156. 
	156. 
	This plan needs to cover several aspects of the reform programme, including the decisions we made in July 2021 about the approach to transition and implementation. It will also provide clear signals about matters that have not yet been decided, but are of significant interest to the public -particularly our intent regarding pricing and charging arrangements. 

	157. 
	157. 
	We may also need to use these communications to further clarify the situation regarding the Water Services Act and the drinking water regulatory reforms. This includes explaining how the changes made through the Supplementary Order Paper help to address concerns raised in the rural sector, and the potential opportunities offered by the service delivery reforms to support small suppliers. 

	158. 
	158. 
	A draft, high-level communications plan accompanies this paper (Appendix E). 

	159. 
	159. 
	There will also be ongoing engagement and information to support the reforms, including a role for the joint Central-Local Government Three Waters Steering Committee on outstanding matters of policy detail, and advisory groups to support further work on the governance and accountability arrangements, the interface with the reforms to the resource management system, and the approach to transitioning stormwater and rural supplies. 


	Page 27 of45 
	Part B: Pricing 
	There are a number of key questions relating to pricing that are of interest to Ministers, local authorities and the public, which will be explored over the next few months 
	160. 
	160. 
	160. 
	In July 2021, I was invited to report back on pricing issues and the transition pathway to economic regulation, in association with the Minister of Commerce and Consumer Affairs. 

	161. 
	161. 
	161. 
	Economic regulation refers the use of regulation to protect consumers in markets where there is a high degree of market power held by suppliers and little or no competition (that is, natural monopolies). Consumer interests are protected by: 

	161.1 providing easily digestible information on the relative performance of suppliers (for example, in terms of service quality, network performance, and costs); and 
	161.2 directly regulating the price and quality of services to ensure consumers are receiving efficient, innovative, and high-quality services. This is particularly important in industries that have significant scope for efficiency improvement, and which have not previously been subject to economic regulation -as is the case for New Zealand's three waters services. 

	162. 
	162. 
	Pricing issues and the transition to economic regulation are interrelated. Subject to Cabinet agreement through the Minister of Commerce and Consumer Affairs' associated paper, a discussion document on Economic Regulation and Consumer Protection for Three Waters Services in New Zealand (the discussion document) will provide interested stakeholders and the general public with an opportunity to provide feedback on these matters. 

	163. 
	163. 
	There are several key questions relating to pricing that are of interest to Ministers and the public, which will be explored further in the discussion document and through subsequent work. These are outlined below. 


	How might pricing issues arise? 
	164. Modelling undertaken by the Water Industry Commission for Scotland (WICS) suggests a substantial increase in investment can be delivered with a relatively moderate increase in water charges for most households (provided that the new water services entities are able to achieve significant operating and capital efficiencies over time). However, pricing issues could arise from: 
	164.1 Changes in total regulated revenue. The economic regulator is likely to be required to set a price-quality path for water services entities within which they will be required to operate. As part of this, the regulator would set a cap on the total amount of revenue the entities would be allowed to collect to recover the costs of operating expenditure, economic depreciation and the costs of capital. 
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	164.2 The maximum allowable revenue cap would also include the regulator setting efficiency targets for each water services entity, informed by relevant industry benchmarks. The risk that a regulator would typically set a revenue cap that requires significant price shocks is low, as a regulator would impose "revenue glide paths" that smooth revenue changes within and, if necessary, across regulatory pricing periods. 
	164.3 Changes to the structure of prices. The pricing structures employed by water services entities will determine how revenue -within the cap set by the regulator -will be recovered from and spread across customers. This is likely to include decisions on the mix of charges, (for example, fixed and variable, how to recover costs from different types of customers (for example, residential, commercial, and industrial), and how to share costs across geographic areas. 
	164.4 There are currently a wide range of charging practices for water services, with a high degree of variability between councils. Current pricing structures will almost certainly reveal inconsistencies in pricing (including cross-subsidies) between different customer groups, which may require harmonisation over time. This could potentially lead to some categories of consumers experiencing significant increases or decreases as water services entities seek to rationalise and harmonise prices over time. 
	164.5 Under the proposed arrangements, the process by which water services entities would determine prices and charges would be subject to a high degree of transparency, engagement with communities, and formal public consultation requirements. The process of rationalising and harmonising prices will take time, and would be managed by entities over one or more regulatory periods. 
	164.6 The expectations of communities, including those conveyed by the entities' representative oversight groups, will be a key input into this process. Subject to further analysis and advice, the Government could also influence the speed of any required adjustments; for example, by placing requirements relating to pricing transition on entities via provisions in a Government Policy Statement. 
	164.7 Currently, there is limited pricing transparency, with the majority of customers unaware of the exact amount they are paying for three waters services (excluding those paying volumetric charges). As transparency increases, it is expected differences across and within councils will become a key issue, as has been the case with other reforms (such as the Auckland governance reforms and establishment of Scottish Water). 
	What outcomes are we seeking from pricing? 
	165. 
	165. 
	165. 
	165. 
	There are a range of different outcomes the Government could seek through the pricing structure of water services entities. These could be advanced through the economic regulatory regime and/or by providing direction to water services entities via the Government Policy Statement. A range of pricing outcomes need to be considered including: 

	165.1 Economic efficiency. A strong focus on economic efficiency could see water services entities required to set prices for individual customers at a level that reflects the cost of service, which may depend on service levels, location, and use. A flow-on benefit might be the potential for pricing to act as an incentive for households to manage their water usage; however, non-price-based mechanisms may also be considered to encourage resource conservation. Efficient pricing structures could be advanced by
	165.2 Equity. There are several ways in which equity could be reflected in pricing structures. A 'horizontal equity' approach would require entities to standardise prices for consumers in similar positions (in terms of property type, income or property value). Alternatively, a 'vertical equity' approach would see consumers with a higher ability to pay (which could be means tested) pay progressively more than those with a lower ability to pay. 
	165.3 Cost-sharing (for example, geographic averaging}. A key driver of the reforms is to address affordability issues, particularly for customers in small, rural communities. Entities could use geographic average pricing to smooth costs across the communities, thereby ensuring more affordable services for all. 
	165.4 Price stability. A focus on price stability would provide for greater certainty of charges, including how these might change over a regulatory period and the maximum level of charges consumers may face. 

	166. 
	166. 
	While most of the above outcomes are complementary, there may be long-term tradeoffs between some of the objectives that may need to be addressed through the use of complementary initiatives -social welfare mitigations for vulnerable consumers, for example. Recent experience from Low Fixed Charge regulations in the electricity sector suggests there are real risks of unintended consequences from trying to use pricing structures to address equity considerations for low income customers. 

	167. 
	167. 
	The forthcoming discussion document will ask open questions around the pricing outcomes desired by the public. Over the next 10 months, officials will be undertaking a substantial amount of work and engaging with councils to understand the pricing structures employed by councils and the potential for price shocks or undesirable distributional impacts. I have been invited to report back in June 2022 on these issues [CAB-21-MIN-0269]. 
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	What should the transition to economic regulation look like? 
	168. 
	168. 
	168. 
	168. 
	In December 2020, Cabinet noted that economic regulation plays a critical role in protecting consumer interests and providing high quality performance information, and agreed in principle that: 

	168.1 an economic regulation regime will be employed on a reformed New Zealand three waters sector; 
	168.2 an information disclosure regime that allows the performance of entities to be compared will apply, at a minimum, to a substantively reformed three waters sector [CAB 20 MIN 0521.01]; 

	169. 
	169. 
	The economic regulator will play a critical role in holding the water services entities accountable for delivering the economic efficiencies that will be necessary to keep water services affordable for New Zealanders while addressing the significant investment deficit of between $120 and $185 billion. 

	170. 
	170. 
	170. 
	It is anticipated that economic regulation would be introduced gradually over 2022 to 2027, as follows: 

	170.1 2022 to 2024 -the regulator works with the sector to lift their understanding of economic regulation and improve the quality of asset management and other performance data; 
	170.2 2024-2026 -development of the key rules that underpin economic regulation (that is, input methodologies); 
	170.3 1 July 2026 -information disclosure regulation imposed to allow consumers and other interested stakeholders to compare the relative performance of water services entities; 
	170.4 1 July 2027 -commencement of price-quality regulation that caps the maximum allowable revenue of water services entities and imposes minimum quality standards. 

	171. 
	171. 
	This graduated approach to economic regulation would allow key aspects of the regime to be developed with input from water services entities, consumers, and other stakeholders, and would require transitional funding, as discussed further below. However, on its own, this approach would leave price and quality unregulated over the period 2024 to 2027. 

	172. 
	172. 
	172. 
	While it appears unlikely that water services entities would significantly lift prices or reduce quality over this period, a transitional price-quality path could be developed by: 

	172.1 The economic regulator developing a provisional three-year transitional price path based on: 
	172.1.1 short-term financeability; 
	172.1.2 current approximate cost information; or 
	172.1.3 rolling over existing prices. 
	172.2 The Government using a Government Policy Statement to constrain revenue or the structure of prices for a period of up to three years (for example, CPl+2%). This would essentially require Ministers to step into the shoes of an economic regulator in estimating maximum allowable revenue requirements and minimum quality standards. An alternative, and potentially less risky approach, would be to set clear expectations on how the pricing transition will be managed by water services entities. 

	173. 
	173. 
	The discussion document will ask open questions on what the transition to economic regulation should look like, and officials will provide advice on these issues when final decisions on the economic regulation regime are sought in April 2022. 
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	Funding to support the transition to economic regulation 
	174. 
	174. 
	174. 
	On 12 July 2021, Cabinet: 
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	174.1 noted that, if the economic regulator does not receive transition funding for the 2022/2023 and 2023/2024 financial years, implementation of the economic regulation regime is likely to be delayed; 
	174.2 invited the Minister of Local Government and Minister of Commerce and Consumer Affairs to report back in September 2021 on whether transition funding for the economic regulator is able to be found from within the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency of $296 million established as part of Budget 2021 [CAB-21-MIN-0269]. 
	175. 
	175. 
	As noted in my previous papers, an integral part of the three waters reforms is the establishment of economic regulation and consumer protection regimes. Economic regulation is needed to promote the long-term interests of consumers; provide system-wide performance information; drive efficient pricing, procurement, and asset management practices; and incentivise investment and innovation. 

	176. 
	176. 
	The Ministry of Business, Innovation and Employment will be undertaking further work to explore and consult on the options for an appropriate economic regulation and consumer protection regime, and develop advice on a proposed approach. An indicative timetable involves the Minister of Commerce and Consumer Affairs (in consultation with the Minister of Local Government): 

	176.1 issuing a discussion document in October 2021 {agreement to which is being sought in an associated paper); 
	176.2 seeking policy decisions from Cabinet in April 2022, including decisions relating to the institutional arrangements for the economic regulator; 
	176.3 introducing legislation in late 2022, with anticipated enactment in mid-to-late 2023. 
	177. 
	177. 
	From mid-2022, the economic regulator will need to undertake work to support the transition to economic regulation, including: 

	177.1 working with the three waters sector to build understanding of economic regulation and how it will interact with other system components; 
	177.2 planning and management of the transition to economic regulation; for example, gathering and preparing supporting information, carrying out research, and obtaining technical and legal advice related to the proposed economic regulation model. 
	178. 
	178. 
	Officials from the Department of Internal Affairs and Ministry of Business Innovation and Employment have explored the viability of funding work to support the transition to economic regulation from the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency, established as part of Budget 2021. 

	179. 
	179. 
	I am advised that the minimum costs associated with the work to support the transition to economic regulation are estimated as $1.5 million in 2022/23, and $2.5 million in 2023/24. Policy decisions regarding economic regulation in 2022 could cause these costs to increase; for example, requiring a provisional three-year transitional price path {discussed above), or requiring the establishment of a bespoke three waters economic regulator. 
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	180. 
	180. 
	180. 
	I am advised that this initial funding (totalling $4 million) can be funded from within the Transforming Three Waters Service Delivery for NewZealanders: Transition and Implementation tagged contingency. I am therefore proposing that the minimum costs to support the transition to economic regulation are met from this contingency. 

	181. 
	181. 
	The drawdown of this funding from the tagged contingency will occur when the funds are required and subject to conditions associated with the tagged contingency. I propose that myself and the Minister of Finance are authorised to draw down funding for this purpose. 

	182. 
	182. 
	I note that these are initial, transitional costs only. Further work will be undertaken to identify the longer-term costs associated with the economic regulator, any additional costs associated with potential policy decisions regarding economic regulation, and sources of funding (including levy funding), in 2022. Any additional costs are not currently budgeted for in the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency. 


	Communicating pricing and quality outcomes to consumers, and next steps 
	183. 
	183. 
	183. 
	Pricing issues are likely to be a significant area of debate and public concern. There are examples (for example, Irish water reform) where pricing-related debates have stymied reform, because the sequence of change has been poorly managed. Aside from the need to ensure entities have sufficient revenue in the aggregate, the success of the reforms is not contingent on making significant short-term changes to overall pricing structures. It is important that the pace of change is managed carefully, and that th

	184. 
	184. 
	Related to this, it will be important that we communicate our intent around changes to pricing and charging arrangements, and how these will be managed over time. The Minister of Commerce and Consumer Affairs and I propose to focus our communications around the following key messages: 


	184.1 The three waters reforms are designed to deliver much higher quality water services at a much lower cost than would be achievable if water services continue to be provided by 67 local authorities. This will be achieved through the benefits of scale and increased financial capacity of the new water services entities, and by the introduction of economic and consumer protection regulation designed to drive efficiencies and improve service levels in a way that results in real benefits for New Zealand cons
	184.2 The economic regulation regime will have a strong focus on ensuring that customers pay no more than they need to for the services they receive, while ensuring that the new water services entities are financially sustainable and can access the finance required to address the infrastructure deficit. 
	184.3 Providing consumers and communities with a strong voice on how water services are delivered, and making water services entities accountable for delivering on consumer and community expectations, will be a cornerstone of the reforms. This will include not only the price and quality of water services, but also broader issues such as how to serve the interests of vulnerable consumers or under-served communities. It could also cover issues such as environmental quality, Te Mana o te Wai, and climate chang
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	184.4 With regard to pricing and charging, the Government's short-term priority is setting the entities up for success and ensuring that they have sufficient revenue to operate sustainably and begin to address the infrastructure deficit. This does not require us to make significant short-term changes to the way in which water services are currently paid for. However, water services entities will need to deal with the practicalities of integrating a wide range of charging and pricing practices for water serv
	184.5 The Government will undertake further work to understand the impact of different pricing structures and changes in pricing on consumers, but will not be mandating the use of variable/volumetric charging as part of the reforms. While the use of variable water charges may be necessary to ensure the use of water is environmentally sustainable over time, these are issues best left to communities to determine. 
	184.6 Over time, prices and charges will need to evolve to achieve the right balance between affordability, equity and efficiency. Each water services entity will be required to work this through with the customers and the communities they serve, taking account of their preferences for how these objectives should be balanced. This process will be highly transparent and subject to scrutiny. Evidence from international reforms shows that this can be a challenging process, and that it is better to take time to
	185. 
	185. 
	185. 
	As indicated above, officials will be undertaking a substantial amount of work and engaging with councils to understand the pricing structures employed by councils and the potential for price shocks or undesirable distributional impacts. 

	186. 
	186. 
	I will report back in June 2022 on these issues [CAB-21-MIN-0269]. The Minister of Commerce and Consumer Affairs will report back on what the transition to economic regulation and consumer protection should look like in April 2022, following engagement with the public and Three Waters Ministers. 


	Implementation 
	187. My previous paper, Delivering the three waters reforms (July 2021), explained how the reforms will be implemented. Decisions on the proposed approach were made through that paper [CAB-21-MIN-0269]. 
	Financial implications 
	188. The financial implications of the package of three waters reform proposals have been considered and addressed through my previous papers and decisions made through Budget 2020 and Budget 2021. This includes agreement to the following funding: 
	188.1 $710 million in July 2021 in the form of the Three Waters Infrastructure Investment and Service Delivery Reform Programme tagged contingency (CAB20-M]; 
	-
	IN-0328.13

	188.2 $296 million in Budget 2021 in the form of the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged ]; 
	contingency [CAB-21-MIN-0116.16

	188.3 a support package of up to $2.5 billion, comprising: 
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	188.3.1 up to $1.5 billion funded by the new water services entities: $500 million for the 'no worse off' component and $1 billion for the 'better off' component; 
	188.3.2 up to $1 billion Crown funding for the 'better off' component [CAB
	-

	21-MIN-0269]. 
	189. 
	189. 
	189. 
	As described earlier in this paper, the costs associated with the work to support the transition to economic regulation (without a provisional three-year transitional price path), of up to a maximum of $4 million, are proposed to be funded from the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency. 

	190. 
	190. 
	Further work will be undertaken to identify the quantum and source of funding for longer-term costs associated with the economic regulator, and any additional costs associated with potential policy decisions regarding economic regulation, to support policy decisions in 2022. 


	Legislative implications 
	191. 
	191. 
	191. 
	This is the fifth in a suite of papers during 2021 on reforms to the three waters service delivery system. Cabinet has agreed that the decisions made through the previous four papers would be implemented through the Water Services Entities Bill, which is included in this year's legislative programme with a priority category 4 (to be referred to select committee within the year). 

	192. 
	192. 
	This paper seeks agreement to proceed with a legislated 'all in' approach to reform, to enable all communities in New Zealand to benefit from the new system. If agreed, this approach would be reflected in the Water Services Entities Bill. In practice, this means each territorial authority district would be included in a water services entity, and there will be no ability to 'opt out'. 

	193. 
	193. 
	As signalled in previous papers, this proposed Bill is just one component of a multifaceted package for reforming three waters services in New Zealand. I anticipate that our approach to three waters reform will result in a suite of legislation, spanning across the 53rd Parliamentary term. 

	194. 
	194. 
	194. 
	The Water Services Entities Bill will need to be followed by further legislation to provide for: 

	194.1 detailed transitional arrangements for the new entities and service delivery system -including provisions relating to the transfer of assets, liabilities and employees from local authorities to new water services entities; and the specific powers, functions, and responsibilities the new entities will require to operate; 
	194.2 an economic regulation regime and consumer protection mechanisms relating to the new three waters system. 

	195. 
	195. 
	This paper refers to the further work that will be undertaken to consider the policy issues raised during recent engagement with local government and iwi/Maori. Where relevant, the results of this work will be included in future Cabinet papers, and -if agreed -subsequent legislation. This may include, for example, consideration of entity-specific schedules to recognise unique characteristics and Treaty settlement legislation. 
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	Impact analysis 
	Regulatory Impact Statement 
	196. Regulatory Impact Assessments relating to this package of reform proposals were appended to my previous papers: A new system for three waters service delivery (June 2021) and Delivering the three waters reforms (July 2021). 
	Climate Implications of Policy Assessment 
	197. N/A 
	Population Implications 
	198. None 
	Human Rights 
	199. None 
	Consultation 
	200. 
	200. 
	200. 
	The Ministry for the Environment; Ministry of Health; Ministry of Business, Innovation and Employment; The Treasury; Ministry for Primary Industries; National Emergency Management Agency; Ministry of Housing and Urban Development; Department of the Prime Minister and Cabinet; Ministry of Transport; Te Puni Kokiri; Te Arawhiti; New Zealand Transport Agency; Public Services Commission; and Inland Revenue Department have been consulted on this paper. 

	201. 
	201. 
	The Department of Conservation, Ministry of Education, New Zealand Defence Force, and Department of Corrections have operational responsibility for three waters services and have been consulted in this capacity. 

	202. 
	202. 
	There has been an ongoing programme of engagement with local government and iwi/ Maori throughout the three waters reforms. A summary of recent engagement activities is provided in Appendix A. 


	Communications 
	203. A high-level communications plan is attached to this paper (Appendix E). 
	Proactive Release 
	204. I intend to release this paper (subject to any redactions) to coincide with further announcements on the reforms. I note that this may occur outside of the usual timeframes in Cabinet Office circular CO (18) 4. 
	Recommendations 
	205. The Minister of Local Government recommends that the Cabinet Business Committee: 
	Confirming the approach to reform 
	1. note that on 14 June 2021 and 12 July 2021, Cabinet agreed to a package of proposals to transform the three waters service delivery system, and to pursue a reform strategy that would enable all communities to benefit from the proposed reforms [CAB-21-MIN-0226, 0227, 0228, and 0269]; 
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	2. 
	2. 
	2. 
	note that the reform proposals involve the creation of four publicly-owned water services entities to take over responsibilities for service delivery and infrastructure from local authorities from 1 July 2024; 

	3. 
	3. 
	note that the package of reform proposals reflects that extensive policy, economic and legal analysis demonstrates there is a compelling case for change, and a range of benefits are offered by a reformed three waters system and new service delivery arrangements; 

	4. 
	4. 
	4. 
	note that on 12 July 2021, it was agreed that: 

	4.1 a three waters reform support package of up to $2.5 billion would underpin a legislated New Zealand-wide approach to reform, to ensure no local authority is materially worse off financially as a result of reform {$0.5 billion), and to invest in the future for local government and community wellbeing {$2.0 billion); 
	4.2 Cabinet will consider whether to proceed with a legislated 'all in' approach to reform, following a period of socialising the policy proposals and support package with the local government sector [CAB-21-MIN0269]; 
	-


	5. 
	5. 
	5. 
	note that: 

	5.1 previous papers have explained that the preferred approach is to enable all communities within New Zealand to access the benefits from reform; and 
	5.2 in practice, achieving this would require every territorial authority district to be included in the new water services entities, and for this to be provided for in statute -without the ability to 'opt out'; 

	6. 
	6. 
	6. 
	note that a number of factors are relevant to decisions about how and when to proceed with the reforms, and whether to do this through a legislated 'all in' approach: 

	6.1 whether the case for change and overall package of reform proposals continue to be robust; 
	6.2 consideration of the policy issues that have been raised during engagement with local government and iwi/Maori, and the existence of a clear plan for working through legitimate ideas and concerns; 
	6.3 clarity about next steps -including having comprehensive plans for communicating decisions and agreed strategies for implementing the reforms; 
	6.4 the desirability of removing uncertainties about the nature and the direction of the reforms, and enabling the extensive work needed to transition to the new system to get underway; 

	7. 
	7. 
	note that these matters have been considered and addressed, and that: 


	7.1 there continues to be a compelling and robust case for change, and the evidence base has been thoroughly tested and independently reviewed; 
	7.2 plans are in place to: 
	7.2.1 work through the policy issues that have been raised during engagement with local government and iwi/Maori; 
	7.2.2 communicate decisions; and 
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	7.2.3 implement the reforms; 
	8. agree to: 
	8.1 proceed with the three waters service delivery reforms using a legislated 'all in' approach; and 
	8.2 make announcements shortly after a decision is made; 
	9. 
	9. 
	9. 
	note that this decision is being sought following the consideration and testing of a number of alternative models and mechanisms for delivering reform, including suggestions made by councils, and options such as government subsidies and/or guarantees, and relying on regulation only to drive voluntary improvements in service delivery; 

	10. 
	10. 
	10. 
	note that: 

	10.1 none of the alternative proposals presented and considered would deliver the comprehensive range of benefits and outcomes sought for all New Zealanders, or do so without significant financial implications for the Crown and taxpayers; 
	10.2 alternative approaches would not work universally, be more costly for households, be more difficult to regulate effectively, reduce the potential for efficiencies, would not build the necessary expertise and workforce capability, and/or would perpetuate significant differences in access to services, cost, and service quality; 

	11. 
	11. 
	note that the need to consider the collective interest of all New Zealanders outweighs a desire to accommodate the interests of individual councils and communities through a voluntary process, and there is a conflict between the national interest and decision making based on an opt-out approach; 

	12. 
	12. 
	note that taking further time to make decisions risks losing momentum for reform, and is not justified given the unsustainability of the status quo, the lack of viable alternatives, and the lengthy period of policy development and engagement undertaken since the Three Waters Review was initiated in mid2017; 
	-



	Processes for working through key policy issues 
	13. 
	13. 
	13. 
	note that there has been extensive engagement with local government and iwi/ Maori about the service delivery reform programme, including the recent twomonth period for socialising the policy proposals and local government support package; 

	14. 
	14. 
	note that the engagement has identified some issues for further work, but none that credibly challenge the case for reform, represent fundamental obstacles to reform, or materially affect essential elements of the policy proposals; 

	15. 
	15. 
	note that a significant component of the feedback concerns the proposed ownership, representation, governance and accountability arrangements for the new water services entities; 
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	Working group on representation, governance and accountability arrangements for water services entities 
	16. 
	16. 
	16. 
	note that, in discussion with the joint Central-Local Government Three Waters Steering Committee and Local Government New Zealand, officials have prepared a draft Terms of Reference for a working group on representation, governance and accountability arrangements for the new water services entities (the working group); 

	17. 
	17. 
	17. 
	note that the establishment of this working group: 

	17.1 acknowledges and gives effect to the partnership arrangement that the Crown has entered into with Local Government New Zealand through the Heads of Agreement; and 
	17.2 is intended to uphold the Crown's commitment to its Treaty partner to protect and promote the rights and interests of iwi/Maori in the three waters service delivery reforms; 

	18. 
	18. 
	18. 
	note that the purpose of this working group is to consider issues relating to representation, governance and accountability of the four proposed new water services entities, and to recommend to the Minister of Local Government an alternative design that: 

	18.1 seeks to address the concerns that have been expressed by a number of local authorities about the current proposals 
	18.2 remains consistent with the Government's reform objectives and bottom lines; and 
	18.3 is practical to implement and likely to achieve greater buy-in from the local government sector; 

	19. 
	19. 
	19. 
	agree that the bottom lines that the working group will need to be consistent with include: 

	19.1 good governance -that the board directly governing a water services entity: 
	19 .1.1 has a clear role and responsibilities; 
	19.1.2 is comprised of appropriately qualified and experienced members who are free of conflict of interest and selected through a process that is meritocratic and competency based; 
	19.1.3 has board members that individually and collectively have appropriate duties and obligations to act in the best interests of the water services entity and the communities they serve, consistent with the proposed statutory purpose and objectives for the entity; and 
	19.1.4 has board members that collectively have competence relating to the Treaty of Waitangi, matauranga Maori, tikanga Maori, and Te Ao Maori; 
	19.2 partnership with mana whenua -that the representation, governance and accountability arrangements for each water services entity are set up to give effect to the Crown's Treaty obligations by giving effect to the principle of partnership with iwi/Maori across the rohe/ takiwa served by that entity; 
	19.3 public ownership -that each entity remains in public ownership, including local authority and/ or community ownership, and with strong protections in place that prevent privatisation (of the entity itself and the essential three waters service delivery assets they own); 
	19.4 balance sheet separation -that the water services entity governance framework, when taken together with the broader measures to implement the three waters reform programme, will provide the entity with the financial capacity (including through the ability to borrow) to meet the future three waters service delivery investment needs (including any existing infrastructure deficit) of the region it serves, without: 
	19.4.1 resulting in the debt of water services entities consolidating onto the balance sheets of local authorities; or 
	19.4.2 requiring additional financial support from the Crown (beyond what the Crown has already agreed to provide; that being a liquidity facility on similar terms to those available to the Local Government Funding Agency, and the 60/40 risk-sharing arrangement in the event of a natural disaster) or local authorities; 

	20. 
	20. 
	20. 
	authorise the Minister of Local Government, in consultation with the Prime Minister, the Minister of Finance, and the President of Local Government New Zealand to: 

	20.1 finalise the Terms of Reference for the working group; and 
	20.2 appoint members of the working group, including a suitable independent Chairperson, and relevant experts representing local government and iwi/ Maori; 

	21. 
	21. 
	note that, other than the independent Chairperson, the Minister of Local Government is not proposing to pay fees to the members of the group, but the Department of Internal Affairs will meet the costs of travel and other ancillary costs associated with hosting meetings of the group; 

	22. 
	22. 
	note that there may be opportunities during the drafting process for the Water Services Entities Bill (currently underway) to make immediate improvements to aspects of the reform proposals, including in relation to representation, governance and accountability arrangements, which can help address the issues and concerns raised during engagement while keeping within our bottom lines; 

	23. 
	23. 
	authorise the Minister of Local Government and Minister of Finance to make policy decisions that might be required to enable drafting instructions to be issued to Parliamentary Counsel Office, if the opportunity arises to make immediate improvements to the Water Services Entities Bill before it is introduced, but making those improvements involves a reconsideration of aspects of the reform proposals previously agreed by Cabinet; 
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	Other technical working groups to explore key issues during the transition 
	24. 
	24. 
	24. 
	24. 
	note that officials in the Department of Internal Affairs will establish additional technical working groups to provide support and expertise in relation to other key issues that have been raised during engagement with the local government sector and iwi/Maori, including: 

	24.1 a group to ensure there is an effective interface between the new three waters service delivery system and the reformed resource management system; 
	24.2 a group to assist with, and advise on, the approach to arrangements relating to community/ rural drinking water supplies; 

	25. 
	25. 
	note that the Minister of Local Government has also asked the joint Central-Local Government Three Waters Steering Committee to take a close interest in how to ensure an effective interface between the three waters and resource management reform programmes, working with officials from the Department of Internal Affairs and Ministry for the Environment, and with support from the group referred to above; 
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	Maintaining exemptions obtained under the Water Services Act 2021 
	26. 
	26. 
	26. 
	note that a further issue has arisen during local government engagement, regarding clarifying the future obligations of water services entities to continue to provide chlorine-free drinking water to communities as part of an exemption that a local authority owner may have obtained from Taumata Arowai; 

	27. 
	27. 
	27. 
	note that under section 57 of the Water Services Act: 

	27.1 the chief executive of Taumata Arowai has the power to exempt a drinking water supplier from the requirement to use residual disinfection, if satisfied that the drinking water supplied will comply with all other regulatory requirements on an ongoing basis; and 
	27.2 an exemption may continue in force for a maximum of five years; 

	28. 
	28. 
	agree that, in situations where a local authority drinking water supplier has been granted an exemption under section 57 of the Water Services Act, the water services entity that assumes responsibility for the affected supply will be required to continue to provide chlorine-free drinking water until the exemption expires; 

	29. 
	29. 
	29. 
	note that, in these circumstances: 

	29.1 the water services entity would be able to pass on any associated costs to the community that benefits from the affected water supply; 
	29.2 there would be consultation with the affected community about whether any further exemptions would be sought at the end of the exemption period; and 
	29.3 relevant councils, as owners of the water services entity, would have mechanisms for reflecting and advocating for their communities' interests; 

	30. 
	30. 
	agree that, for clarity, the situation described above will be provided for in legislation; 


	Entity boundaries 
	31. 
	31. 
	31. 
	31. 
	note that, as part of the decisions made in June 2021 [CAB-21-MIN-0226], Cabinet agreed the boundaries of the four water services entities, as follows: 

	31.1 Entity A comprises the Auckland and Northland regions; 
	31.2 Entity B comprises all districts from the Waikato, Bay of Plenty and Taranaki regions and the upper parts of ManawatO-Whanganui region (Ruapehu, Whanganui, and Rangitikei); 
	31.3 Entity C comprises: 
	31.3.1 the local authorities in the eastern and lower part of the North Island (Gisborne, Hawke's Bay region, lower parts of the ManawatO-Whanganui region, and Wellington regions); and 
	31.3.2 the local authorities at the top of the South Island (Tasman, Nelson and Marlborough); 
	31.4 Entity D comprises the districts and regions in the rest of the South Island, including those parts of the Marlborough and Tasman Districts that comprise the Ngai Tahu takiwa (as provided by section 5 of the Te Runanga o Ngai Tahu Act 1996); 

	32. 
	32. 
	note that, when agreeing to the proposed boundaries for each of entity, Cabinet noted that there would be further discussions with those local authorities and iwi/Maori that are most affected by some key boundary choices, and invited the Minister of Local Government to report back on the results of these discussions and to seek agreement to any changes to the boundaries; 

	33. 
	33. 
	note that these discussions have not indicated that there need to be any changes to the boundaries that were previously agreed, and the legislation will be prepared on the basis of those boundaries, including the application of the Ngai Tahu takiwa in relation to the boundaries of Entity C and Entity D (as provided by section 5 of the Te Runanga o Ngai Tahu Act 1996); 

	34. 
	34. 
	34. 
	note that, regarding the boundary between Entity C and Entity D, and the Ngai Tahu takiwa approach: 

	34.1 councils at the top of the South Island (in Entity C) have expressed concern about the potential impact on communities in Seddon and Murchison, which would be split into a different entity, but these councils are open to working through the practical arrangements that may support a different approach; 
	34.2 Ngai Tahu remain strongly aligned to a takiwa approach, but have indicated a willingness to work on a solution that would see the communities in Seddon and Murchison receiving services from Entity C; 

	35. 
	35. 
	agree that officials from the Department of Internal Affairs will work with the relevant councils, Ngai Tahu and Te Tau lhu to develop an approach that would enable communities in Seddon and Murchison to receive (and be charged for) services from Entity C rather than Entity D; 
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	Pricing issues and transition to economic regulation 
	36. note that, in July 2021, Minister of Local Government and Minister of Commerce and Consumer Affairs were invited to report back in September 2021 on pricing issues and the transition pathway for economic regulation, including whether transition funding for the economic regulator is able to be found from within the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency of $296 million established as part of Budget 2021 [CAB-21-MIN-0269]; 
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	37. 
	37. 
	37. 
	37. 
	note that there are several key questions relating to pricing that are of interest to Ministers, local authorities, and the public, which will be explored further in a discussion document on Economic Regulation and Consumer Protection for Three Waters Services in New Zealand, and subsequent policy development work, including: 

	37.1 how pricing issues might arise; 
	37.2 what outcomes are being sought from pricing; and 
	37.3 what the transition to economic regulation should look like; 

	38. 
	38. 
	note that further advice will be provided on these questions and related matters in June 2022, when further policy decisions are sought; 


	Funding to support the transition to economic regulation 
	39. 
	39. 
	39. 
	note that the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency was established to provide funding for the establishment of multi-regional water services entities and the transfer of assets, liabilities, staff, and services from local authorities to those entities as part of the Three Waters Service Delivery Reform Programme; 

	40. 
	40. 
	40. 
	note that: 

	40.1 the minimum costs associated with the initial work to support the transition to economic regulation are estimated at a total of $4 million (across 2022/23 and 2023/24); and 
	40.2 funding to meet these costs can be found from the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency; 

	41. 
	41. 
	agree to extend the scope of the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation tagged contingency to include costs associated with the initial work to support the transition to economic regulation; 

	42. 
	42. 
	42. 
	agree to fund up to $4 million of the costs associated with the initial work to support the transition to economic regulation from the Transforming Three Waters Service Delivery for New Zealanders: Transition and Implementation 

	tagged contingency; 

	43. 
	43. 
	authorise the Minister of Local Government, the Minister of Finance and any other relevant appropriation Minister(s), to jointly draw down funding from the tagged contingency up to a maximum of $4 million to meet the costs associated with the work to support the transition to economic regulation, once they are satisfied that the work programme for the relevant stage of the transition and implementation programme requiring funding to be drawn down has been sufficiently developed with detailed timeframes, mil

	44. 
	44. 
	note that further work will be undertaken to identify the quantum and source of funding for longer-term costs associated with the economic regulator, and any additional costs associated with potential policy decisions regarding economic regulation, in 2022; 
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	Communicating key messages about pricing and quality outcomes 
	45. 
	45. 
	45. 
	note that pricing issues are likely to be a significant area of debate and public concern in relation to the service delivery reforms, and it will be important to clearly communicate the intent around changes to pricing and charging arrangements, and how these will be managed over time, as part of the reform announcements and transition; 

	46. 
	46. 
	note that the Minister of Local Government and Minister of Commerce and Consumer Affairs propose to focus the communications around the following key messages: 


	46.1 the three waters reforms are designed to deliver much higher quality water services at a much lower cost than would be achievable if water services continue to be provided by 67 local authorities; 
	46.2 the economic regulation regime will have a strong focus on ensuring that customers pay no more than they need to for the services they receive, while ensuring that the new water services entities are financially sustainable and can access the finance required to address the infrastructure deficit; 
	46.3 a cornerstone of the reforms will be providing consumers and communities with a strong voice on how water services are delivered, and making water services entities accountable for delivering on consumer and community expectations; 
	46.4 there will not be significant short-term changes to the way in which water services are currently paid for; the priority is setting up the entities for success and ensuring that they have sufficient revenue to operate sustainably and begin to address the infrastructure deficit; 
	46.5 the Government will undertake further work to understand the impact of different pricing structures and changes in pricing on consumers, but will not be mandating the use of variable/volumetric charging as part of the reforms; 
	46.6 over time, prices and charges will need to evolve to achieve the right balance between affordability, equity and efficiency, and each water services entity will be required to work this through with the customers and the communities they serve, taking account of their preferences for how these objectives should be balanced; 
	Legislative implications 
	47. 
	47. 
	47. 
	agree that decisions in this paper relating to the approach to reform be implemented through the Water Services Entities Bill, which is included in this year's legislative programme with a priority category 4 (to be referred to select committee within the year); 

	48. 
	48. 
	invite the Minister of Local Government to issue drafting instructions to Parliamentary Counsel in accordance with the decisions in this paper. 


	Page 44of45 
	Authorised for lodgement Hon Nanaia Mahuta Minister of Local Government 
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	Appendix A: List of engagements with local government, iwi/Maori, and industry stakeholders 
	The table below provides an overview of formal engagements and discussions held with the local government sector, iwi/Maori, and industry experts on the case for change and the reform proposals. This table begins with the Government's national evidence base released (1 June 2021) and runs through to the end of the August/September period of engagement (1 October 2021). 
	The table does not capture the countless communications updates, correspondence, phone 
	calls and informal discussions between the local government sector and members/officials from Local Government New Zealand (LGNZ), Taituara, the Department of Internal Affairs (DIA), and the Minist er of Local Government (MoLG). 
	This table also does not capture the more extensive technical support engagement s, which the LGNZ support team of technical experts have provided in a number of different formats, as preferred by councils, across the country. This technical support was available to all councils, with the majority of councils utilising this support mult iple times throughout the August/September period. 
	Key: lwi /Maori Local Government Joint Local Government and iwi Other/Industry 
	Date (2021) IEngagement IEngagement with IWhere 
	Date (2021) IEngagement IEngagement with IWhere 
	Date (2021) IEngagement IEngagement with IWhere 

	1 June 
	1 June 
	Webinar w ith for Mayors, Chairs and Chief Execut ives to explain the national evidence base release 
	DIA 
	Online 

	3 June 
	3 June 
	Meeting w ith LGNZ Executive Leadership team 
	MoLG and LGNZ 
	Wellington 

	4 June 
	4 June 
	Meeting w ith Te Tau lhu iwi 
	MoLG 
	Online 

	8 June 
	8 June 
	Detailed question and answer webinar for council technical leads 
	DIA 
	Online 

	10June 
	10June 
	Meeting w ith Ngai Tahu representat ives 
	DIA 
	Online 

	14June 
	14June 
	Presentat ion to industry hosted by Russell McVeagh 
	MoLG 
	Wellington 

	15June 
	15June 
	Discussion at Zone Five (upper South Island Councils) meeting 
	MoLG, LGNZ and DIA 
	Christchurch 

	15June 
	15June 
	Hui with Waikato Tainui 
	DIA 
	Hopuhopu 

	16June 
	16June 
	Trade and Industrial Waters Forum Conference 
	MoLG 
	Wellington 

	16June 
	16June 
	Institute of Finance Professionals New Zealand, Infrastructure panel 
	DIA 
	Wellington 

	17 June 
	17 June 
	Presentat ion to industry hosted by Russell McVeagh 
	MoLG 
	Auckland 

	17June 
	17June 
	Hui with Hawkes Bay Regional Council and Ngati Kahungunu representatives 
	DIA 
	Napier 

	18June 
	18June 
	Meeting w ith Auckland Council Governing Body 
	MoLG and DIA 
	Auckland 

	21June 
	21June 
	LGNZ Chief Executives Forum 
	LGNZ and DIA 
	Wellington 

	23June 
	23June 
	Construction Sector Accord Workshop on interface with Water Reform 
	DIA and MBIE 
	Wellington 

	25June 
	25June 
	Meeting w ith Otago Regional Council 
	DIA 
	Otago 
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	Date (2021) I Engagement 
	Date (2021) I Engagement 
	Date (2021) I Engagement 
	IEngagement with IWhere 

	28June 
	28June 
	Joint Central/Local Government Steering Committee meeting 
	LGNZ, Taituara and LGNZ 
	Wellington 

	29June 
	29June 
	Webinar for all council elected members and Chief Executives on Cabinet decisions on entity size, shape and design features 
	DIA 
	Online 

	30June 
	30June 
	Webinar for all iwi on Cabinet decisions on entity size, shape and design features 
	DIA 
	Online 

	1 July 
	1 July 
	Hui with Waikato River iwi 
	DIA 
	Rotorua 

	1 July 
	1 July 
	Meeting with LGNZ 
	MoLG, MoF and LGNZ 
	Wellington 

	2 July 
	2 July 
	Discussion at Zone Six (lower South Island councils) meeting 
	MoLG, LGNZ and DIA 
	Dunedin 

	2 July 
	2 July 
	Hui with Maniapoto Maori Trust Board 
	DIA 
	Te Kuiti 

	2 July 
	2 July 
	Discussion with Institute of Public Works Engineering Australasia (IPWEA) Canterbury members 
	DIA 
	Christchurch 

	5 July 
	5 July 
	Hui with Wellington iwi 
	DIA 
	Porirua 

	8 July 
	8 July 
	Question and answer webinar for all council elected members and Chief Execut ives 
	DIA 
	Online 

	9 July 
	9 July 
	M eeting with Auckland Council 
	MoLG and DIA 
	Auckland 

	11 July 
	11 July 
	Meeting with LGNZ 
	MoLG, MoF and LGNZ 
	Online 

	12 July 
	12 July 
	Webinar for council Chief Execut ives and nominated staff on early transition planning 
	DIA 
	Online 

	12 July 
	12 July 
	Discussion wit h Central North Island council Chief Executives 
	DIA 
	Wellington 

	12 July 
	12 July 
	Meeting with Maori Council officers on working with mana w henua through reform 
	DIA 
	Wellington 

	12 July 
	12 July 
	Meeting with Environmental Defence Society 
	DIA 
	Wellington 

	14 July 
	14 July 
	Hui with Te Maruata (LGNZ Maori Committee a sub-group of National Council) 
	-

	MoLG, LGNZ and DIA 
	Blenheim 

	14 July 
	14 July 
	Hui wit h nga iwi o Te Tau lhu 
	MoLG and DIA 
	Blenheim 

	14 July 
	14 July 
	Meeting with councils from t he top of the Sout h Island 
	MoLG and DIA 
	Blenheim 

	15 July 
	15 July 
	Waikato District Council stormwater regulation hui 
	DIA 
	Online 

	15-16 July 
	15-16 July 
	LGNZ National Conference including announcement of financial support package 
	Prime Minister, Minister of Finance, MoLG, M inister of Housing, Steering Committee Chair, LGNZ, and DIA 
	Blenheim 
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	19 July 
	19 July 
	Discussion with E Tu Union 
	DIA 
	Online 

	20 July 
	20 July 
	Discussion with Public Service Association 
	DIA 
	Auckland 

	21 July 
	21 July 
	Meeting with Auckland Council Planning Officers 
	DIA 
	Auckland 

	22 and 23 July 
	22 and 23 July 
	Discussion with Zone Two (Upper North Island councils below Auckland) 
	LGNZand DIA 
	Taupo 

	22 July 
	22 July 
	Meeting with representative from Waikato-Tainui 
	MoLG 
	Hamilton 

	22 July 
	22 July 
	Webinar for all Mayors and Chief Executives 
	LGNZ 
	Online 

	22 July 
	22 July 
	Presentation at Local Government Funding Agency Shareholders event 
	DIA 
	Wellington 

	22 July 
	22 July 
	Infrastructure NZ policy event 
	MoLG and DIA 
	Auckland 

	23 July 
	23 July 
	Transformation hui w ith Christchurch City Council 
	DIA 
	Christchurch 

	23 July 
	23 July 
	Transformation hui w ith WSP 
	DIA 
	Christchurch 

	26 July 
	26 July 
	Joint Central/Local Government Steering Committee meeting 
	LGNZ, Taituara and LGNZ 
	Wellington 

	28 July 
	28 July 
	Discussion with Amalgamated Workers Union NZ 
	DIA 
	Auckland 

	28 July 
	28 July 
	Meeting with Greater Wellington Regional Council Chair 
	MoLG and DIA 
	Wellington 

	28 July 
	28 July 
	Meeting with Gisborne District Council 
	DIA and Steering Committee Chair 
	Gisborne 

	28 July 
	28 July 
	Meeting with Waikato-Tainui 
	DIA 
	Ngaruawahia 

	29 July 
	29 July 
	Transformation hui w ith AECOM 
	DIA 
	Auckland 

	2 August 
	2 August 
	Meeting with Dame Karen Poutasi, Taumata Arowai Chair 
	MoLG 
	Online 

	2 August 
	2 August 
	Waikato District Council/ Transitional Industry Training Organisation Steering Group Meeting 
	DIA 
	Online 

	2 August 
	2 August 
	Webinar for council Chief Executives and nominated staff on transition planning 
	DIA 
	Online 

	3 August 
	3 August 
	Question and answer session with Waimakariri District Council 
	DIA 
	Online 

	4 August 
	4 August 
	Discussion with Tasman District Council on the transition approach 
	DIA 
	Online 

	5 August 
	5 August 
	Hui with all council's collectively from across Entity B 
	LGNZ and DIA 
	Taupo 

	5-6 August 
	5-6 August 
	lwi Chairs Forum 
	MoLG 
	Online 

	5 August 
	5 August 
	Webinar for Mayors and Chief Executives with guest speakers form Beca and FarrierSwier 
	LGNZ 
	Online 

	6 August 
	6 August 
	Meeting with senior waters staff from councils across all of Entity A 
	DIA 
	Whangarei 

	6 August 
	6 August 
	Discussion at Zone Four meeting (greater wellington region) 
	LGNZ and DIA 
	Hutt City 
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	6 August 
	6 August 
	Meeting w ith Wairoa Mayor Craig Little 
	MoLG and DIA 
	Online 

	9 Aug-21 
	9 Aug-21 
	Local Authority Protection Programme Disaster Fund (LAPP) Board meeting 
	DIA 
	Wellington 

	9 August 
	9 August 
	Question and Answer session with Canterbury Engineering Managers Forum (collective of council staff across the Canterbury region) 
	DIA 
	Online 

	9 August 
	9 August 
	Wellington Council working group 
	LGNZ 
	Wellington 

	9 August 
	9 August 
	Grey District Council w orkshop 
	LGNZ 
	Online 

	9 August 
	9 August 
	Webinar for council elected members 
	LGNZ 
	Online 

	10 August 
	10 August 
	Discussion with Engineering Leaders Forum (includes IPWEA, Water NZ, Association of Consult ing Engineers, Civil Contractors NZ, Cement NZ, University of Canterbury, Electricity Engineers Association, IT Professionals NZ) 
	DIA 
	Wellington 

	10 August 
	10 August 
	Kapiti Coast councillor workshop 
	LGNZ 
	Kapit i 

	10 August 
	10 August 
	Te Ao Maori Technical Working Group 
	DIA 
	Auckland 

	10 Aug-21 
	10 Aug-21 
	Overview of reform proposals and question and answer webinar hosted by Water NZ for their members 
	DIA 
	Online 

	11 August 
	11 August 
	Meeting w ith West Coast council Mayors 
	LGNZ 
	Online 

	11 August 
	11 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with Chatham Islands Council 
	DIA/ LGNZ 
	Online 

	11 August 
	11 August 
	Technical call to discuss indicative financial modelling and 'no w orse off' funding support with Manawatu District Council 
	DIA/ LGNZ 
	Online 

	12 August 
	12 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with South Waikato District Council 
	DIA/ LGNZ 
	Online 

	12 August 
	12 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with Hutt City Council 
	DIA/ LGNZ 
	Online 

	12 August 
	12 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with Dunedin City Council 
	DIA/ LGNZ 
	Online 

	12 August 
	12 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with Wellington City Council 
	DIA/ LGNZ 
	Online 

	12 August 
	12 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with Whangarei District Council 
	DIA/ LGNZ 
	Online 
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	12 August 
	12 August 
	Technical call to discuss indicative financial modelling and 'no worse off' funding support with Christchurch City Council 
	DIA/LGNZ 
	Online 

	12 August 
	12 August 
	Discussion with Amalgamated Workers Union NZ 
	DIA 
	Auckland 

	12 August 
	12 August 
	Discussion with Aviation and Marine Engineer Association 
	DIA 
	Auckland 

	13 August 
	13 August 
	Overview of reform proposals and question and answer webinar hosted by IPWEA for their members 
	DIA 
	Online 

	13 August 
	13 August 
	Deloitte extending Wellington Water study to meet objectives of Waikato District Council/Transitional Industry Training Organisation three Waters Workforce Strategy project 
	-

	DIA 
	Online 

	13 August 
	13 August 
	LGNZ metro sector meeting 
	LGNZ and DIA 
	Wellington 

	14 August 
	14 August 
	Meeting with Waitomo District Council Mayor John Robertson 
	MoLG 
	Te Kuiti 

	16 August 
	16 August 
	Meeting with Forest and Bird Chief Executive Karen Hague 
	MoLG 
	Online 

	16 August 
	16 August 
	Central Hawkes Bay Regional Collaboration forum 
	LGNZ and DIA 
	Hawkes Bay 

	16 August 
	16 August 
	Technical briefing with Whangarei CEO and water general manager 
	LGNZ 
	Whangarei 

	16 August 
	16 August 
	Meeting with Local Government Funding Agency Executive 
	DIA 
	Online 

	16 August 
	16 August 
	Discussion with Amalgamated Workers Union NZ 
	DIA 
	Auckland 

	17 August 
	17 August 
	Speech at Bay of Plenty Regional Council Komiti Maori meet ing 
	MoLG 
	Rotorua 

	17 August 
	17 August 
	Meeting with Bay of Plenty Regional Council Chief Executive and Chair 
	MoLG 
	Rotorua 

	17 August 
	17 August 
	Technical briefing with Otorohanga District Council 
	LGNZ 
	Online 

	18 August 
	18 August 
	Technical briefing with Wellington City Council 
	LGNZ 
	Wellington 

	18 August 
	18 August 
	Technical Briefing with Manawatu District Council 
	LGNZ 
	Online 

	16 August 
	16 August 
	Technical briefing with Matamata-Piako District Council 
	LGNZ 
	Online 

	18 August 
	18 August 
	Hui with Ngat i Whatua representatives 
	DIA 
	Auckland 

	19 August 
	19 August 
	Local Government Funding Agency investors meeting 
	DIA 
	Online/Auckland 

	19 August 
	19 August 
	Question and answer webinar w ith Mayors and Chief Executives 
	LGNZ 
	Online 

	19 August 
	19 August 
	Technical workhop with Manawatu Council 
	LGNZ 
	Online 

	19 August 
	19 August 
	Question and answer webinar for council Chief Financial Officers 
	Taituara and DIA 
	Online 
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	20 August 
	20 August 
	Technical workshop with Central Otago councils 
	LGNZ 
	Online 

	20 August 
	20 August 
	Attended Entity A councils' people and workforce hui 
	DIA 
	Online 

	23 August 
	23 August 
	Wellington Councils working group 
	LGNZ 
	Online 

	24 August 
	24 August 
	Greater Wellington Region Wananga 
	LGNZ 
	Online 

	24 August 
	24 August 
	Hui of all iwi across Entity B 
	(no Government or LGNZ attendee, but content support provided in advance) 
	Online 

	24 August 
	24 August 
	Technical briefing with Christchurch City Council 
	LGNZ 
	Online 

	25 August 
	25 August 
	Meeting with New Zealand Utilities Advisory Group 
	DIA 
	Online 

	26 August 
	26 August 
	Meeting with Central Otago District Council 
	LGNZ and DIA 
	Online 

	26 August 
	26 August 
	Meeting with M inister and LGNZ leadership 
	MoLG and LGNZ 
	Online 

	26 August 
	26 August 
	Porirua workshop 
	LGNZ 
	Online 

	26 August 
	26 August 
	Hui with Te Uri o Hau representatives 
	DIA 
	Online 

	30 August 
	30 August 
	Hui with Whakatane District Council and Bay of Plenty iwi 
	DIA 
	Online 

	30 August 
	30 August 
	Technical briefing with Waimakariri District Council 
	LGNZ 
	Online 

	30 August 
	30 August 
	Meeting with Christchurch City Council Chief Executive 
	DIA 
	Online 

	30 August 
	30 August 
	Webinar for council Chief Executives and nominated staff on transition planning 
	DIA 
	Online 

	31 August 
	31 August 
	Question and answer session with Ashburton District Council 
	DIA 
	Online 

	31 August 
	31 August 
	Detailed workshop on Governance proposals 
	LGNZ 
	Online 

	31 August 
	31 August 
	Meeting with Clutha District Council 
	DIA 
	Online 

	31 August 
	31 August 
	Meeting with Federated Farmers (primarily to discuss the drinking water regulatory environment) 
	MoLG and DIA 
	Online 

	31 August 
	31 August 
	Meeting with a variety of council Mayors and Chief Executives on the funding allocations 
	LGNZ and DIA 
	Online 

	31 August 
	31 August 
	Technical briefing with Selwyn District Council 
	LGNZ 
	Online 

	31 August 
	31 August 
	Technical briefing with Upper Hutt City Council 
	LGNZ 
	Online 

	31 August 
	31 August 
	Technical briefing with Nelson City Council 
	LGNZ 
	Online 

	31 August 
	31 August 
	Technical briefing with Ashburton District Council 
	LGNZ 
	Online 
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	31 August 
	31 August 
	Data and Digital hui with Watercare 
	DIA 
	Online 

	31 August 
	31 August 
	Attended Entity A councils people and workforce hui 
	DIA 
	Online 

	1 Sept 
	1 Sept 
	Technical briefing with Palmerston North City Council 
	LGNZ 
	Online 

	1 Sept 
	1 Sept 
	Technical briefing with South Taranaki District Council 
	LGNZ 
	Online 

	1 Sept 
	1 Sept 
	Technical briefing with Ruapehu District Council 
	LGNZ 
	Online 

	1 Sept 
	1 Sept 
	Technical briefing with Masterton District Council 
	LGNZ 
	Online 

	2 Sept 
	2 Sept 
	Workforce Development Strategy Project Working Group (includes members from Hamilton City Council, Connexis, Taituara, Wellington Water, Citycare Water, Water NZ, and Taumata Arowai) 
	DIA and Taituara 
	Online 

	2 Sept 
	2 Sept 
	Hui with Te Uri o Hau representatives 
	DIA 
	Online 

	2 Sept 
	2 Sept 
	Detailed workshop on maintaining community voice 
	LGNZ 
	Online 

	2 Sept 
	2 Sept 
	Webinar w ith Mayors and Chief Executives including guest speakers from TasWater and Tasmanian councils 
	LGNZ 
	Online 

	2 Sept 
	2 Sept 
	Technical briefing with Greater Wellington Regional Council 
	LGNZ 
	Online 

	3 Sept 
	3 Sept 
	Webinar w ill all council elected members on the reforms with guests from Victoria Water in Australia 
	LGNZ 
	Online 

	3 Sept 
	3 Sept 
	Discussion with Public Service Association 
	DIA 
	Online 

	6 Sept 
	6 Sept 
	Detailed workshop on integration with council planning 
	LGNZ 
	Online 

	6Sept 
	6Sept 
	Hui with Young Elected Members 
	LGNZ 
	Online 

	6 Sept 
	6 Sept 
	Technical briefing with Tararua District Council 
	LGNZ 
	Online 

	6Sept 
	6Sept 
	Technical briefing with Dunedin City Council 
	LGNZ 
	Online 

	6Sept 
	6Sept 
	Hui with Ngati Kahungungu Representatives 
	MoLG and DIA 
	Online 

	6Sept 
	6Sept 
	Stormwater asset transfer implications discussion group establishment w ith Queenstown Lakes District Council, Waimakariri District Council, Dunedin City Council 
	DIA 
	Online 

	6Sept 
	6Sept 
	Waikato District Council/ Transitional Industry Training Organisation Connexis Workforce Strategy project discovery Session 1 
	DIA 
	Online 

	7 Sept 
	7 Sept 
	Hui with all council's collectively from across Entity B 
	LGNZ and DIA 
	Online 

	7 Sept 
	7 Sept 
	Public Service Association discussion 
	DIA 
	Online 
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	7 Sept 
	7 Sept 
	Discussion with Citycare Water 
	DIA 
	Online 

	7 Sept 
	7 Sept 
	Discussion with Energy Academy about their Training model for Orion Energy 
	DIA 
	Online 

	7 Sept 
	7 Sept 
	Te Ao Maori Technical Working Group 
	DIA 
	Online 

	8 Sept 
	8 Sept 
	Detailed workshop on Rural Schemes 
	LGNZ and Steering Committee Chair 
	Online 

	8 Sept 
	8 Sept 
	Technical briefing with South Wairarapa District Council 
	LGNZ 
	Online 

	8 Sept 
	8 Sept 
	Hui with New Plymouth District Council and Taranaki iwi 
	DIA and Taumata Arowai 
	Online 

	8 Sept 
	8 Sept 
	Pre meet Hui with Hauraki, Thames-Coromandel and Matamata-Piako District Councils and local iwi 
	DIA 
	Online 

	8 Sept 
	8 Sept 
	Question and answer session with Wellington City Council 
	DIA 
	Online 

	8 Sept 
	8 Sept 
	Systems of Record scoping meeting with Watercare 
	DIA 
	Online 

	9 Sept 
	9 Sept 
	Stormwater asset transfer implications discussion group with Queenstown Lakes District Council, Waimakariri District Council, Dunedin City Council 
	DIA 
	Online 

	9 Sept 
	9 Sept 
	Watercare hui about the Waikato District Council/Transitional Industry Training Organisation 3Water Workforce Strategy project 
	DIA 
	Online 

	9 Sept 
	9 Sept 
	Waikato District Council/ Transitional Industry Training Organisation Connexis Workforce Strategy project discovery session 2 
	DIA 
	Online 

	9 Sept 
	9 Sept 
	Technical briefing with Tasman District Council 
	LGNZ 
	Online 

	9 Sept 
	9 Sept 
	Technical briefing with Central Hawke's Bay District Council 
	LGNZ 
	Online 

	10 Sept 
	10 Sept 
	Technical briefing with Auckland City Council 
	LGNZ 
	Online 

	10 Sept 
	10 Sept 
	Presentation from Waikato District Council on interface and transfer of stormwater assets 
	DIA 
	Online 

	10 Sept 
	10 Sept 
	Ngai Tahu management hui 
	DIA 
	Online 

	10 Sept 
	10 Sept 
	Discussion with Kaipara District Council General Manager People+ Capability 
	DIA 
	Online 

	13 Sept 
	13 Sept 
	Webinar for council Chief Executives and nominated staff on transition planning 
	DIA 
	Online 

	13 Sept 
	13 Sept 
	Question and answer session with Selwyn District Council 
	DIA 
	Online 

	13 Sept 
	13 Sept 
	Technical briefing with Horowhenua District Council 
	LGNZ 
	Online 

	2rnfoawa2b 2021-10-18 11 :23:34 
	2rnfoawa2b 2021-10-18 11 :23:34 


	PageBof10 
	Date (2021) 
	Date (2021) 
	Date (2021) 
	Engagement 
	IEngagement with IWhere 

	13 Sept 
	13 Sept 
	Meeting with Amalgamated Workers Union NZ about their training volumes in Three Waters workforce 
	DIA 
	Online 

	13 Sept 
	13 Sept 
	M eeting with Whakatane District Council and local iwi 
	DIA 
	Online 

	13 Sept 
	13 Sept 
	Hui with Hauraki, Thames-Coromandel and Matamata-Piako District Councils and local iwi 
	DIA 
	Online 

	14 Sept 
	14 Sept 
	Meeting with Queenstown Lakes District Council 
	DIA 
	Online 

	14 Sept 
	14 Sept 
	Technical briefing with Waimate District Council 
	LGNZ 
	Online 

	14 Sept 
	14 Sept 
	Waikato District Council/ Transitional Industry Training Organisation 3Water Workforce Strategy project proposal 
	DIA 
	Online 

	14 Sept 
	14 Sept 
	Refresher webinar and question and answer session for all iwi/Maori contacts 
	DIA 
	Online 

	15 Sept 
	15 Sept 
	Employers and Manufacturers Association Members Forum 
	MoLG and DIA 
	Online 

	15 Sept 
	15 Sept 
	Hui with representatives from nga iwi o Te Tau lhu 
	MoLG and DIA 
	Online 

	15 Sept 
	15 Sept 
	Hui with Ngat i Kahungungu representatives 
	DIA 
	Online 

	15 Sept 
	15 Sept 
	Technical briefing with Kaipara District Council 
	LGNZ 
	Online 

	15 Sept 
	15 Sept 
	Charging and pricing hui with Waikato District Council 
	DIA 
	Online 

	16 Sept 
	16 Sept 
	Hui with Ngat i Wai representatives 
	DIA 
	Online 

	16 Sept 
	16 Sept 
	Webinar for Mayors and Chief Executives to discuss key areas of feedback on reform proposals 
	LGNZ 
	Online 

	16 Sept 
	16 Sept 
	Technical briefing with South Waikato District Council 
	LGNZ 
	Online 

	16 Sept 
	16 Sept 
	Data and Digital hui with Wellington Water 
	DIA 
	Online 

	16 Sept 
	16 Sept 
	Discussion with Public Service Association 
	DIA 
	Online 

	16 Sept 
	16 Sept 
	Discussion with First Union 
	DIA 
	Online 

	16 Sept 
	16 Sept 
	Meeting with Healthy Waters, Auckland Council regarding the Waikato District Council/ Transitional Industry Training Organisation Three Waters Workforce Strategy project 
	-

	DIA 
	Online 

	17 Sept 
	17 Sept 
	Hui with Rotorua Lakes Council and iwi representatives 
	MoLG and DIA 
	Online 

	17 Sept 
	17 Sept 
	Meeting of sub-group of Entity C Chief Execut ives (made up of 6 representative CEs) 
	LGNZ 
	Online 
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	17 Sept 
	17 Sept 
	Meeting with Watercare -Chief 
	Online 

	DIA 
	Executive and General Manager Healthy Waters 17 Sept 
	Wellington Water -seeking interest in 
	Wellington Water -seeking interest in 
	DIA 

	Online participating in Waikato District Council/ Transitional Industry Training Organisation 3Water Workforce Strategy project 
	20 Sept 
	20 Sept 
	Charging and pricing hui with Watercare 

	DIA 
	Online 20 Sept 
	Water Services Managers Group (Water 
	Water Services Managers Group (Water 
	Online 

	DIA 
	NZ) Committee meeting 
	20 Sept 
	20 Sept 
	Waikato District Council/ Transitional 
	DIA 
	Online 

	Industry Training Organisation 3Water Workforce Strategy project proposal 20 Sept 
	Technical meeting with Wellington 
	Technical meeting with Wellington 
	Online 

	LGNZ 
	Councils 20 Sept 
	Hui with 6potiki District Council and iwi 
	Hui with 6potiki District Council and iwi 
	Online 

	DIA 
	representatives 21 Sept 
	Meeting of all Mayors and Chief 
	Meeting of all Mayors and Chief 
	Online 

	LGNZ 
	Executives from across Entity C 21 Sept 
	Attend New Plymouth District Council 
	Attend New Plymouth District Council 
	DIA 
	Online 

	meeting as technical support 22 Sept 
	Meeting with Waikato District Council 
	Meeting with Waikato District Council 
	MoLG and DIA 
	Online 

	Waters Governance Board 22 Sept 
	Meeting with Ruapehu District Council 
	DIA 
	Online 22 Sept 
	All of entity B councils collective meeting 
	LGNZ and DIA 
	Taupo 22 Sept 
	Online 22 September 
	DIA
	DIA
	Discussion with ETu Union 

	Hui with Ngai Tahu and working party of 
	Hui with Ngai Tahu and working party of 
	MoLG and DIA 
	Online 

	South Island Mayors 23 Sept 
	Pre-meeting with Rangitane Tu Mai Ra 
	DIA 
	DIA 
	Online 

	Trust 23 Sept 
	Meeting with Gisborne District Council 
	MoLG and DIA 
	Online 23-24 Sept 
	Visit to Clutha District rural water 
	DIA 
	DIA 
	Clutha 

	scheme 27 Sept 
	Discussion at Canterbury Mayoral Forum 
	Online and DIA 27 Sept 
	MoLG, LGNZ 
	Virtual roadshow of Australian water 
	Online 
	LGNZ, Taituara 
	services hosted by SPICAE 
	and DIA 27 Sept 
	DIA 
	Online 30 Sept 
	Hui with Te Runanganui-o-Ngati Hikairo 
	Discussion at Zone Six (lower South 
	MoLG, LGNZ 
	Island councils) meeting 
	Online 30 Sept 
	and DIA 
	Webinar for Mayors and Chief Executives 
	Webinar for Mayors and Chief Executives 
	LGNZ 
	Online 

	to discuss key areas of feedback on reform proposals 
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	This appendix summarises the key themes of feedback local Government New Zealand and the Department of Internal Affairs have heard through their engagements with local government throughout the two-month engagement process. It focuses primarily on the main feedback heard at the time of drafting the Cabinet paper and from the specific workshops run by local Government New Zealand during the engagement process. It does not reflect the feedback received in formal submissions from each council, which will be an
	As the Government is committed to continuing the partnership approach with local government, engagement on the three waters reform is not constrained to a point in time (e.g. the August/September 2021 period) and will continue throughout the lifetime of the reforms. 
	This table focuses on the high-level themes of feedback heard across the meetings and workshops -it does not capture every unique piece of feedback that officials have heard at a local level. 
	Appendix B: Emerging themes and issues from engagement with local government 
	Appendix B: Emerging themes and issues from engagement with local government 
	Appendix B: Emerging themes and issues from engagement with local government 

	Theme / issue Suggested options from local government Next steps and work underway I I 
	Theme / issue Suggested options from local government Next steps and work underway I I 

	Governance arrangements for the water services entities 
	Governance arrangements for the water services entities 
	All councils (and mana whenua) have a seat on the Regional Representative• 
	While t he governance arrangements must give effect to the Government's• 

	Regional Representative Group: • 0 Number of representatives proposed does not give individual councils or hapu/lwi enough representation 0 Concerns that lw i should have been involved in the design process 
	Regional Representative Group: • 0 Number of representatives proposed does not give individual councils or hapu/lwi enough representation 0 Concerns that lw i should have been involved in the design process 
	Group a Shareholders Council type model The entity must "give effect to" council Long-Term Plans, for at least an• initial period The Regional Representative Group develop a "kawenata" or covenant that • sets out the expectations at a principles level for our communities that the 
	-

	bottom lines, there are certain design aspects that can be furt her explored with local government and lwi/Maori to help address some concerns A workshop was run by Local Government New Zealand (LGNZ) to discuss• this issue and identify alternative opt ions preferred by local government The Department also held a workshop with LGNZ, the Treasury, the M inistry • 

	0 Lack of influence the Regional Representative Groups have over 
	0 Lack of influence the Regional Representative Groups have over 
	ent ities have to deliver to and live up to. This would improve accountability 
	of Business, Innovation and Employment and consultants to discuss 

	the board of the ent ities 
	the board of the ent ities 
	to local councils and mana whenua 
	alternative solutions and options to modify t he proposed model 

	0 Currently unclear how people would be selected for this group or 
	0 Currently unclear how people would be selected for this group or 
	Options could include combinations of the scenarios already tested (e.g. a• 
	The Cabinet paper proposes establishment of a working group on• 

	removed 
	removed 
	shareholding model, with government support in terms of a liquidity 
	representation, governance and accountability arrangements for the new 

	Concern over the arrangements being 50:50 with mana whenua (this • feedback is most ly in the Sout h Island and relates to a narrative t hat mana whenua do not make up 50% of t heir population; or have not provided anything, like the council assets, to 'earn' t his role) The proposed 'ownership structure' does not reflect ownership as most• councils currently understand 
	Concern over the arrangements being 50:50 with mana whenua (this • feedback is most ly in the Sout h Island and relates to a narrative t hat mana whenua do not make up 50% of t heir population; or have not provided anything, like the council assets, to 'earn' t his role) The proposed 'ownership structure' does not reflect ownership as most• councils currently understand 
	facility, and stronger role for the Regional Representative Groups) People are finding t he governance model hard to understand. Explaining it • more clearly will resolve some concerns, including a better diagram Two alternative models suggested are: • 0 A council-controlled organisation model 
	water services entit ies -this group would recommend to the M inister of Local Government an alternat ive design that seeks to address t he issues and concerns that have been raised, while remaining consistent with the Government's reform objectives and bottom lines In discussion with LGNZ, a draft Terms of Reference has been prepared for• this working group 

	If local authorit ies are owners on behalf of communit ies, then t hey • would like more ability to exercise the rights that a reasonable person 
	If local authorit ies are owners on behalf of communit ies, then t hey • would like more ability to exercise the rights that a reasonable person 
	0 A cooperative model, similar to Fonterra 
	The paper seeks Cabinet's agreement to the Minister of Local Government • finalising t he terms of reference and appointing membership of the group, in 

	would associate with ownership 
	would associate with ownership 
	consultation with the Prime M inister, M inister of Finance, and President of LGNZ 

	0 If councils have no equity or assets, and limited influence, public will view t hat as a loss of ownership 
	0 If councils have no equity or assets, and limited influence, public will view t hat as a loss of ownership 
	Further refinements to the policy can also be amended in the select• committee stage of establishing legislation following submissions from the 

	How can we achieve balance sheet separation without dramatically• 
	How can we achieve balance sheet separation without dramatically• 
	public and local government 

	reducing control and accountability to communities and mana whenua? 
	reducing control and accountability to communities and mana whenua? 

	Accountability 
	Accountability 
	While t he Independent Selection Panel makes recommendations for• 
	While t he accountability mechanisms must give effect to the Government's• 

	Lack of mechanisms to hold the board to account -concern t hat t he • inability to appoint and remove directors will lead to poor operating 
	Lack of mechanisms to hold the board to account -concern t hat t he • inability to appoint and remove directors will lead to poor operating 
	appointment, t he Regional Representat ive Group should be able to hire/fire and hold t he board to account 
	bottom lines, there are certain design aspects that can be furt her explored with local government and lwi/Maori to help address some concerns 

	performance by water services entities 
	performance by water services entities 
	Independent Selection Panel could be an advisory board to the Regional • 
	A workshop was run by Local Government New Zealand (LGNZ) to discuss • 

	The Independent Selection Panel is seen as an unnecessary additional • layer between the Regional Representative Group and t he entity 
	The Independent Selection Panel is seen as an unnecessary additional • layer between the Regional Representative Group and t he entity 
	Representative Group, not an additional layer between the Representative Group and the Board 
	this issue and identify alternative options preferred by local government The Department also held a workshop with LGNZ, the Treasury, the M inistry • 

	0 Removes democratic accountability over t he entity 
	0 Removes democratic accountability over t he entity 
	0 The Independent Selection Panel could ensure the candidates have the necessary competencies etc, and guide them t hrough the 
	of Business, Innovation and Employment and consultants to discuss alternative solutions and options to modify t he proposed model 

	Protections against privatisat ion have been weakened • 
	Protections against privatisat ion have been weakened • 
	process of selection 
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	I I 
	• Concern that communities would hold the councils accountable for the 
	• Concern that communities would hold the councils accountable for the 
	• Concern that communities would hold the councils accountable for the 
	o The Regional Representative Group then holds the board to 
	• The Cabinet paper proposes establishment of a working group on 

	water entities' performance, and under the current proposed model the 
	water entities' performance, and under the current proposed model the 
	account with respect to delivery against the Statement of 
	representation, governance and accountability arrangements for the new 

	councils wouldn't have any real control over the entity 
	councils wouldn't have any real control over the entity 
	Performance Expectations 
	water services entit ies -this group would recommend to the Minister of 

	o There is mixed feedback on this with some councils wanting a 
	o There is mixed feedback on this with some councils wanting a 
	o Having the ability to hire/fire retains the ability to have strong 
	Local Government an alternative design that seeks to address the issues and 

	greater role, while others would like clearer accountability straight 
	greater role, while others would like clearer accountability straight 
	influence over expectations 
	concerns that have been raised, while remaining consistent with the 

	from the consumer/community to the entity 
	from the consumer/community to the entity 
	Government's reform objectives and bottom lines 

	• Differentiating consumer accountability (which will be covered by economic regulation work) from community accountability 
	• Differentiating consumer accountability (which will be covered by economic regulation work) from community accountability 
	• Stronger direct accountability mechanisms for councils to call water services entities to account for non-delivery or non-performance 
	• In discussion with LGNZ, a draft Terms of Reference has been prepared for this working group 

	TR
	• The paper seeks Cabinet's agreement to the Minister of Local Government finalising the terms of reference and appointing membership of the group, in consultation with the Prime M inister, M inister of Finance, and President of LGNZ • Further refinements to the policy can also be amended in the select committee stage of establishing legislation following submissions from the public and local government 

	Community voice • Concern smaller and rural communities will not have sufficient influence in the large entities, and the larger cities and towns will be prioritised for investment • Limited number of people on the Regional Representative Group will mean the priorit ies of all councils/communities will not be represented. This is particularly reflected in concerns that exemplify rural, provincial and metropolitan differences • Concern that if an entity is not located in their region (or the council is not o
	Community voice • Concern smaller and rural communities will not have sufficient influence in the large entities, and the larger cities and towns will be prioritised for investment • Limited number of people on the Regional Representative Group will mean the priorit ies of all councils/communities will not be represented. This is particularly reflected in concerns that exemplify rural, provincial and metropolitan differences • Concern that if an entity is not located in their region (or the council is not o
	Create more links from the entity back to councils, including around • prioritisation. For example, an annual planning process that incorporates council priorities and is agreed at a regional level, or a direct link from Long Term Plans into entity plans Council Asset Management Plans could be used to challenge the water• services entities and hold them to account Sub regional groups could provide clear performance expectations and key • performance indicators that water services entit ies need to meet Crea
	A workshop was run by LGNZ to discuss this issue and seek alternative • options preferred by local government Part of the governance and accountability workshop run by the Department• focused on the community voice and influence issues, and options identified by local government and central government are being reconsidered There is room to further refine and amend policy decisions to strengthen the• community voice and influence mechanisms. This will include consideration of community voice in the above pr

	• Concern levels of service and maintenance will drop after the transition (e.g. call out time if the entity staff is based in main centres) • Concern that councils will not be able to influence decisions they feel are important to their communities' aspirations • Ability for communities to have a degree of self-determination and have higher levels of service than other areas may want (e.g. chlorination) • Need for a mechanism to deal with councils' competing priorities • Communities need a simple and easy 
	• Concern levels of service and maintenance will drop after the transition (e.g. call out time if the entity staff is based in main centres) • Concern that councils will not be able to influence decisions they feel are important to their communities' aspirations • Ability for communities to have a degree of self-determination and have higher levels of service than other areas may want (e.g. chlorination) • Need for a mechanism to deal with councils' competing priorities • Communities need a simple and easy 
	Equal representation between rural, provincial and metro councils on • Regional Representative Groups would alllow small communities to be heard 
	together transitional asset management plans building on existing Long-Term Plans The development of service level standards. Concerns related to pricing and • horizontal equity will be considered in decisions on the design of economic and pricing regulation, being led by the M inistry of Buisnees, Innovation and Employment The work led by the Ministry of Business, Innovation and Employment will also include consideration of consumer protection including duties to vulnerable consumers and mechanisms for con

	How the system will work with the resource management and planning system 
	How the system will work with the resource management and planning system 
	• A nationally agreed methodology for how the water services entities prioritise operating renewals and capital spend for their region. This needs to be bound into the spatial planning and Natural & Built Environment Act planning processes 
	• Cabinet has previously agreed that an objective of the water services entit ies will be supporting and enabling housing and urban development -this will mean that the entit ies will need to engage in a meaningful and effective manner w ith local authorities, and directly with communities, when 
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	Theme / issue Suggested options from local government Next steps and work underway I I 
	Theme / issue Suggested options from local government Next steps and work underway I I 
	Theme / issue Suggested options from local government Next steps and work underway I I 

	Water shapes how communities grow and develop therefore councils • want to be able to influence water infrastructure and services provision as part of this mix Concern about alignment between entities and communities' aspirations • for future growth How the relationship between councils, developers and entit ies will• operate How the Government Policy Statement, spatial plans, the proposed • Natural & Built Environment Act and the regulators (including regional councils) will all work together How will the 
	Water shapes how communities grow and develop therefore councils • want to be able to influence water infrastructure and services provision as part of this mix Concern about alignment between entities and communities' aspirations • for future growth How the relationship between councils, developers and entit ies will• operate How the Government Policy Statement, spatial plans, the proposed • Natural & Built Environment Act and the regulators (including regional councils) will all work together How will the 
	-

	Connection between spatial planning and water planning needs to be• strong and seamless 0 Spatial planning needs to sit with councils who tell the water services entities where they need water infrastructure 0 Water services entities focus on nuts and bolts of delivering water services 0 Strong collaboration is key Legislated transparency around spatial planning and alignment of• timeframes across the water services entit ies councils as well as with other agencies like Waka Kotahi Create mechanism for coun
	developing their investment prioritisation methodology and asset management plans Workshops have been organised with the Ministry for the Environment to• discuss alignment between the three waters and resource management systems The joint Central-Local Government Three Waters Steering Committee has• also been asked to closely consider how the interface between the three waters and resource management reforms can be made to work together, and to work together with officials from the Department and the Minist

	The different operating environment for growth councils • 
	The different operating environment for growth councils • 
	Introduce mediator/adjudicator on prioritisation• 
	urban development Work is underway to consider and advise on the detailed functions, duties • and expectations of water services entities to participate in local and regional planning processes and to give effect spatial and other plans -this work will inform the drafting of the second water services entity The Central and Local Government Three Waters Steering Committee will be • used to inform advice on entity functions and duties related to local and regional plans 

	Stormwater More certainty and clarity on how stormwater assets will be transferred• to the water services entities, and how it will be managed The interdependencies of stormwater, land drainage and treatment with• planning subdivision and development Interdependencies between stormwater and other council-run assets• (e.g. wetlands, roads, parks) 
	Stormwater More certainty and clarity on how stormwater assets will be transferred• to the water services entities, and how it will be managed The interdependencies of stormwater, land drainage and treatment with• planning subdivision and development Interdependencies between stormwater and other council-run assets• (e.g. wetlands, roads, parks) 
	Provide further clarity and certainty on how stormwater will be included in • the reforms, and what the implications m ight be for regional councils and communit ies 
	A report prepared by the Stormwater Technical Reference Group has been • published, and outlines initial thinking on how stormwater could be included in the three waters reform Further policy work is underway on the detail required to transfer and• manage stormwater assets under the proposed three waters system, final decisions on these aspects will be considered by Cabinet at the beginning to middle of next year, to be incorporated into the drafting of the second water services entities bill Pilot studies 

	The treatment of rural water schemes in t he new system 
	The treatment of rural water schemes in t he new system 
	Provide clarity on how and when to apply acceptable solutions (this is • 
	Taumata Arowai is undertaking significant work to develop the mechanisms• 

	Rural communities are concerned they will subsidise urban areas, • especially in relation to wastewater systems 
	Rural communities are concerned they will subsidise urban areas, • especially in relation to wastewater systems 
	related to the Water Services Bill and Taumata Arowai) Provide clarity and advice on whether territorial authorities can retain • 
	needed to support unregistered supplies and ensure that the regulatory requirements are fit for purpose (for example, through the development of acceptable solutions that can be used by small suppliers) 

	Rural communities have a different expectation of service, for example • townships might have a restricted supply 
	Rural communities have a different expectation of service, for example • townships might have a restricted supply 
	water schemes Define more clearly what rural means -stock schemes, rural schemes, small • 
	Changes were made to the Water Services Bill to extend the t ransition• window for small unregistered suppliers to align with the transition to and 

	Many rural schemes have a governance structure attached to them,• 
	Many rural schemes have a governance structure attached to them,• 
	towns, houses? 
	establishment of the new water services entities this will enable the 
	-


	which the community and farmers have contributed to and have a sense 
	which the community and farmers have contributed to and have a sense 
	Provide more clarity on what is in the Water Services Bill and how it will • 
	entities to provide support to the small rural suppliers to transition to the 

	of ownership. They are concerned about what role and voice they would 
	of ownership. They are concerned about what role and voice they would 
	affect rural water schemes versus how three waters reform will affect 
	new regulatory regime 

	have in the new system 
	have in the new system 
	them. 
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	Theme / issue Suggested options from local government I 
	Theme / issue Suggested options from local government I 
	Theme / issue Suggested options from local government I 
	Next steps and work underway I 

	Some rural schemes have been transferred to council "ownership" by• default, they want to know if it will be possible to "buy" back ownership of their scheme One size doesn't fit all rural schemes are hugely variable and complex, • and therefore feel they need more tailored and flexible solutions/treatment The proposed supply point solution has generated feedback regarding its• onerous and expensive implementation there may be a need to revisit this to ensure the solution is in fact a viable alternative Lac
	Some rural schemes have been transferred to council "ownership" by• default, they want to know if it will be possible to "buy" back ownership of their scheme One size doesn't fit all rural schemes are hugely variable and complex, • and therefore feel they need more tailored and flexible solutions/treatment The proposed supply point solution has generated feedback regarding its• onerous and expensive implementation there may be a need to revisit this to ensure the solution is in fact a viable alternative Lac
	-
	-

	Some rural schemes have been transferred to council "ownership" by• default. Is it possible for rural schemes to "buy" back ownership of their scheme so it is no longer council owned? Create a specific mechanism to reflect a rural local voice into an entity• 
	As part of the transition, further work will be undertaken to identify and• understand al I of the existing service delivery arrangements between councils and community/rural schemes and consider what will happen to these schemes and arrangements in future. This Cabinet paper proposes the establishment of a technical advisory group to assist with, and advise the transition programme on, these matters 

	Complexity of the reforms and how the new system will operate Lack of clarity about what the reforms will mean for individual • communities and households The proposed model is very complex, and is hard to explain to the• general public Lack of clarity around the new regulatory environment, and how it• will all work together {Taumata Arowai, the economic regulator, and regional councils) 
	Complexity of the reforms and how the new system will operate Lack of clarity about what the reforms will mean for individual • communities and households The proposed model is very complex, and is hard to explain to the• general public Lack of clarity around the new regulatory environment, and how it• will all work together {Taumata Arowai, the economic regulator, and regional councils) 
	Material and communication support needs to be provided by the• Government which more clearly explains the proposed three waters reform and its implications for the general public Some councils have requested a pause in the reform programme until their• communit ies better understand the details of the reform, and there is more certainty around the role of Taumata Arowai and the economic regulator Some councils are seeking further information on how the regulatory• environment will work together, as they ar
	Material is being prepared and distributed to better explain the reforms to• the public and local authorit ies, including targeting key areas where there is misunderstanding regarding the proposals Officials are re-examining models used overseas and in other sectors in New• Zealand to assess whether any aspects can be incorporated to improve or simplify the proposed three waters services system model Taumata Arowai is undertaking engagement with the sector to increase• understanding of the implications of t
	-


	Process of the reform Some councils feel that the pace of the reform has been too fast, and • there is not enough t ime for them to properly understand the Government's proposals and the implications for their communities The timing of the three waters reform at the same time as resource• management reforms and the Future for Local Government Review has placed a lot of pressure on the sector and created uncertainty Many councils currently feel they have to front the Government reforms• to their communities,
	Process of the reform Some councils feel that the pace of the reform has been too fast, and • there is not enough t ime for them to properly understand the Government's proposals and the implications for their communities The timing of the three waters reform at the same time as resource• management reforms and the Future for Local Government Review has placed a lot of pressure on the sector and created uncertainty Many councils currently feel they have to front the Government reforms• to their communities,
	Some councils have requested a pause in the reform programme until their• communit ies better understand the details of the reform, and there is more certainty around the role of Taumata Arowai and the economic regulator Material and communication support needs to be provided by the• Government that more clearly explains the proposed three waters reform and its implications for the general public 
	Material is being prepared and distributed to better explain the reforms to• the public and local authorit ies, including targeting key areas where there is misunderstanding regarding the proposals Workshops have been organised with the Ministry for the Environment to• discuss alignment between the three waters and resource management systems, with an intention to provide initial advice to M inisters over the next few months The Future for Local Government Review is at the beginning stages, and• there is t 
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	Appendix C: Emerging themes from engagement with iwi/Maori 
	This appendix summarises key themes of feedback the Department of Internal Affairs has heard through our engagements with iwi/Maori throughout the three waters reform (the Reform) process. It focuses primarily on feedback heard since the Government released detailed information on the case for change and announced policy design of the proposed entities, as previous feedback was incorporated into earlier Cabinet advice. 
	The Department of Internal Affairs is undertaking a tikanga-led engagement with lwi/Maori where we actively seek invitations from whanau/hapu/iwi to engage at home on their terms. This engagement is not constrained to a point in time (e.g. the August/September 2021 period) and will continue throughout the lifetime ofthe Reforms. 
	This table focuses on high-level themes offeedback and does not capture every unique piece of feedback that officials have heard at a local level. 
	What the Department has heard What solutions have been proposed 
	I 
	Governance arrangements 
	Governance arrangements 
	Governance arrangements 

	Representation on the Regional Representative Group 
	Representation on the Regional Representative Group 
	• 
	This is an area where the Government will continue to work with lwi/Maori and local government to find the 

	• There has been strong, broad support from lwi/Maori for the 50/50 representation in the joint oversight of 
	• There has been strong, broad support from lwi/Maori for the 50/50 representation in the joint oversight of 
	right balance of representation on the Regional Representatives Group. 

	each entity. 
	each entity. 
	• 
	The design of the entities also includes mechanisms to protect and promote lwi/Maori rights and interests 

	• However, similarly to concerns raised by local government, lwi/Maori have expressed concerns around the 
	• However, similarly to concerns raised by local government, lwi/Maori have expressed concerns around the 
	expressed at a local level through Te Mana o Te Wai Statements and in conjunction with joint oversight 

	number of seats proposed given the large geographical areas as proposed entities will cover. 
	number of seats proposed given the large geographical areas as proposed entities will cover. 
	arrangements. lwi/Maori have cautiously welcomed these mechanisms noting some reservations around 
	-


	• Of particular concern expressed by smaller lwi/hapu, specifically those that have yet to settle, is that larger, 
	• Of particular concern expressed by smaller lwi/hapu, specifically those that have yet to settle, is that larger, 
	the implementation of these, discussed below. 

	settled lwi, may take up these representative roles and that their interests in the strategic direction and 
	settled lwi, may take up these representative roles and that their interests in the strategic direction and 

	oversight of the entities will be lost. 
	oversight of the entities will be lost. 

	• Noting these reservations mana whenua groupings within regions and across the breadth of some entities, 
	• Noting these reservations mana whenua groupings within regions and across the breadth of some entities, 

	have begun coming together to progress thinking of how they may work together through transition and into 
	have begun coming together to progress thinking of how they may work together through transition and into 

	the future system of these entities. 
	the future system of these entities. 

	• In some entities, lwi/hapu are beginning to advance discussions around governance arrangements with local 
	• In some entities, lwi/hapu are beginning to advance discussions around governance arrangements with local 

	government. 
	government. 

	Identifying mana whenua 
	Identifying mana whenua 
	• 
	In the first instance, the Government is being guided by existing agreed representative bodies and entities, 

	• The proposed governance arrangements require an identification of mana whenua. Feedback officials have 
	• The proposed governance arrangements require an identification of mana whenua. Feedback officials have 
	such as Post-Settlement Governance Entities, lwi Authorities under the Resource Management Act and 

	received on this is that it is inappropriate for the Crown to determine who is and is not mana whenua. 
	received on this is that it is inappropriate for the Crown to determine who is and is not mana whenua. 
	mandated pre-Settlement lwi entities. This does not preclude conversations with any mana whenua 

	• lwi/Maori have been clear that when the Crown use terms, such as 'mana whenua', they are not to redefine 
	• lwi/Maori have been clear that when the Crown use terms, such as 'mana whenua', they are not to redefine 
	groupings outside of these formal structures. 

	the words to meet the views of the Reform. 
	the words to meet the views of the Reform. 
	• 
	The Government w ill continue to work with lwi/Maori to implement the tikanga-based process outlined in Cabinet Paper Three: Protecting and Promoting lwi/Miiori Rights and Interests in the New Three Waters Service Delivery Model for lwi/Maori to determine who represents mana whenua in each entity. 

	Board competencies 
	Board competencies 
	• 
	Officials have proposed a mix of collective board competencies to provide for varying representative 

	• lwi/Maori welcome the design features that would require specific competencies relating to the exercise of 
	• lwi/Maori welcome the design features that would require specific competencies relating to the exercise of 
	interests. 

	kaitiakitanga in respect of service-delivery. 
	kaitiakitanga in respect of service-delivery. 
	• 
	In drafting these competencies into legislation, officials w ill need to ensure they adequately cover the range 

	• Similar to the above concerns expressed by smaller lwi/hapu, they would like to ensure competencies that 
	• Similar to the above concerns expressed by smaller lwi/hapu, they would like to ensure competencies that 
	of rural, provincial and metropolitan interests and expertise. 

	are more representative of all communities within their entity's boundaries are included in this. Meaning 
	are more representative of all communities within their entity's boundaries are included in this. Meaning 

	that in addit ion to board Te Ao Maori competencies, lwi/Maori would also like to see Board competencies 
	that in addit ion to board Te Ao Maori competencies, lwi/Maori would also like to see Board competencies 

	include understanding small rural marae and papakainga, and urban Maori needs. 
	include understanding small rural marae and papakainga, and urban Maori needs. 

	• lwi/Maori have expressed a desire to appoint directly to the Board. 
	• lwi/Maori have expressed a desire to appoint directly to the Board. 

	In recognition of the step-change proposed, lwi/Maori have sought assurances that those who represent 
	In recognition of the step-change proposed, lwi/Maori have sought assurances that those who represent 

	local government have the proven experience to operate in this new way of working. 
	local government have the proven experience to operate in this new way of working. 

	Managing opposition to the Treaty-based approach • Through the August-September period, officials have been made aware of an anti-Treaty approach that lwi/Maori have been subject to throughout the Reform process and have heightened following announcements of reform proposals on 30 June 2021. 
	Managing opposition to the Treaty-based approach • Through the August-September period, officials have been made aware of an anti-Treaty approach that lwi/Maori have been subject to throughout the Reform process and have heightened following announcements of reform proposals on 30 June 2021. 
	• 
	This Government considers the joint oversight and strategic direction between local government and lwi/Maori is an important element of a Treaty-based approach to protect and promote lwi/Maori rights and interests through the Reforms. This was agreed by Cabinet through Cabinet Paper 3 (June 2021). 
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	What the Department has heard What solutions have been proposed 
	I 
	• 
	• 
	• 
	Much of this rhetoric is regarding the joint role on the Regional Representative Group and Board competencies. 

	• 
	• 
	lwi/Maori have expressed that it is unfair for them to be on the receiving end of this racist rhetoric given these are the Government proposals, not their proposal. This mirrors the above reflection from local government that they are currently fielding reaction to the Government's proposal. 


	Te Mana o te Wai Statements 
	Supporting the development of Te Mana o te Wai Statements 
	• Department officials continue to work with lwi to clarify that these Statements will be at a local level, (e.g. not one per entity). 
	• There has been broad support for Te Mana o te Wai statements as an important expression of localised rights and interests in how these services are delivered. 
	• The Reform proposals include a provision for the entities to support mana whenua from the 'go-live' date in July 2024. Provision has also been made for funding to support mana whenua capacity and capability until
	• The Reform proposals include a provision for the entities to support mana whenua from the 'go-live' date in July 2024. Provision has also been made for funding to support mana whenua capacity and capability until
	• There have been some concerns/questions stemming from a misunderstanding with some lwi/Maori that 
	that period including establishing representative interests and developing Te Mana o te Wai statements. 

	these statements would apply across the whole entity, outside of the intended rohe/takiwa. 
	• Officials will continue to work with lwi/Maori on what this support looks like to reflect the needs of lwi
	• Officials will continue to work with lwi/Maori on what this support looks like to reflect the needs of lwi
	• lwi/hapu have expressed concerns around their capacity to develop these statements as their capacity is 
	across New Zealand.

	already stretched across a range of kaupapa, such as Resource Management requirements and their own whanau wellbeing interest. 
	• 
	• 
	• 
	Officials have received clear feedback from lwi/Maori that Te Mana o te Wai statements can only be developed by mana whenua. 

	• 
	• 
	Confusion from lwi/Maori on how the proposed Te Mana o te Wai statements for the Three Waters Reform are linked to Te Mana o te Wai proposed by the National Policy Statement for Freshwater Management and the Resource Management Reform. 


	Conflicting statements 
	• Officials have begun discussions with mana whenua groups around what a Te Mana o te Wai Statement could look like. These preliminary discussions do not give rise to concerns that the potential for conflicting 
	• Officials have begun discussions with mana whenua groups around what a Te Mana o te Wai Statement could look like. These preliminary discussions do not give rise to concerns that the potential for conflicting 
	• As lwi/hapu boundaries often overlap, concerns have been raised about how the entities will manage conflicting Te Mana o te Wai statements. 

	statements is high. However, officials will continue to monitor this possibility as lwi begin to form up early Te Mana o Te Wai statements. 
	• 
	• 
	• 
	We have also focused on emphasising that the Te Mana o te Wai statements do not allocate property rights -so issues of shared objectives under a broad Te Ao Maori perspective are more likely than otherwise may be assumed 

	• 
	• 
	As discussed below, officials will also be working with lwi/Maori -particularly lwi/hapu -to form up a tikanga-based framework for conflict resolution. 


	Accountability of statements 
	• As discussed in Cabinet Paper Three, entities will have to respond to how they have considered these statements and report back to lwi on this. This will also need to inform the more detailed design of the
	• As discussed in Cabinet Paper Three, entities will have to respond to how they have considered these statements and report back to lwi on this. This will also need to inform the more detailed design of the
	• lwi have raised questions around how Te Mana o Te Wai statements will be implemented and the entities 
	proposed governance model. 

	will be kept accountable to them. 
	• Officials will need to continue to monitor whether this gives the right level of accountability as this new system is implemented over the coming years, as part of a broader stewardship function. 
	What makes an expression of Te Mana o te Wai and inclusion of Matauranga Maori 
	• Officials have begun discussions with lwi/Maori around what a Te Mana o te Wai statement could look like, some examples of existing documents familiar to lwi were provided in Cabinet Paper Three. 
	• Through our engagements lwi/Maori have begun discussing what might be an acceptable expression of Te Mana o Te Wai. There is a desire to see more inclusion of Matauranga Maori expressed in these statements. 
	• Officials will continue working with lwi/Maori to ensure the inclusion of matauranga Maori is enabled through these tools. Some examples raised with us include waiata, haka, and purakau. 
	Existing Relationships 
	Relationships of lwi with councils 
	• Positive relationships have been reflected in the way councils and their mana whenua partners have come together to engage with the Government reform proposals and collectively discuss how the Regional 
	• Positive relationships have been reflected in the way councils and their mana whenua partners have come together to engage with the Government reform proposals and collectively discuss how the Regional 
	• The Department has received mixed feedback from lwi/Maori with regard to their current relationship with 
	Representative Group arrangements might work in practice.

	councils and the way this impacts their confidence in the Reform proposals. 
	• Whe-re these relationships are not as strong, officials will continue to work with lwi/Maori and councils to
	• Whe-re these relationships are not as strong, officials will continue to work with lwi/Maori and councils to
	• The partnership role in the joint oversight on the Regional Representative Group has been broadly accepted 
	consider how they can come together through the Reform kaupapa and discuss the opportunities for a
	by lwi/Maori as necessary and welcomed. 

	different relationship presented through the Reforms. 
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	What the Department has heard What solutions have been proposed 
	I 
	• In the places where lwi/Maori and councils have developed a relationship, there is some concern that the 
	• In the places where lwi/Maori and councils have developed a relationship, there is some concern that the 
	• In the places where lwi/Maori and councils have developed a relationship, there is some concern that the 
	• In anticipation ofthe outcome of the Review into the Future for Local Government, officials see this as an 

	proposed joint oversight role on the Regional Representative Group could weaken these relationships. 
	proposed joint oversight role on the Regional Representative Group could weaken these relationships. 
	opportunity to reimagine the relationship between lwi and councils to work together to support the four 

	Conversely, lwi that do not have a strong relationship with their councils see this role as an opportunity to 
	Conversely, lwi that do not have a strong relationship with their councils see this role as an opportunity to 
	'wellbeings' for their communities. 

	improve it . 
	improve it . 

	• Post-Settlement Governance Entities have expressed concerns that the proposed Regional Representative 
	• Post-Settlement Governance Entities have expressed concerns that the proposed Regional Representative 

	Group will create a barrier between the desired and direct relationship between the Crown and the Post
	Group will create a barrier between the desired and direct relationship between the Crown and the Post

	Settlement Governance Entities. 
	Settlement Governance Entities. 

	Views of who holds a 'choice' in the Reforms 
	Views of who holds a 'choice' in the Reforms 
	• Officials have welcomed direct feedback from lwi/Maori and have continued direct engagement throughout 

	• lwi have asked questions about why they are not joint partners under this 8-week period, and that they are 
	• lwi have asked questions about why they are not joint partners under this 8-week period, and that they are 
	the 8-week period with a tikanga-based approach. 

	not reflected in their council feedback on the Reforms. lwi have asked if they can express their views on 
	not reflected in their council feedback on the Reforms. lwi have asked if they can express their views on 
	• This w ill continue throughout the lifetime of reform. 

	reform directly to the Government, independent of their council. 
	reform directly to the Government, independent of their council. 

	• Further concerns have also been expressed about the potential future choice councils will have in whether to 
	• Further concerns have also been expressed about the potential future choice councils will have in whether to 

	opt-in (or opt-out) to reforms. 
	opt-in (or opt-out) to reforms. 

	Relationships with local three waters staff • Many lwi have raised concerns that the person or people within council they have a strong relationship with will no longer be available to them once the new entities are established. 
	Relationships with local three waters staff • Many lwi have raised concerns that the person or people within council they have a strong relationship with will no longer be available to them once the new entities are established. 
	• Three waters services will always require local knowledge. The Government has already guaranteed local staff below executive level a role in the new entit ies that will retain key features of their role, including their location. 

	Relationships of lwi with other lwi -conflict resolution • By in large, there are strong relationships between lwi/Maori. However, there remains concerns for how the new system will manage conflicts between lwi in terms of their individual rights and interests, particularly in terms of Treaty Settlement legislation (see further detail on Settlements below). • lwi/hapu note that these decisions and resolution processes should be led by a tikanga-based approach, but with an appropriate framework in place to g
	Relationships of lwi with other lwi -conflict resolution • By in large, there are strong relationships between lwi/Maori. However, there remains concerns for how the new system will manage conflicts between lwi in terms of their individual rights and interests, particularly in terms of Treaty Settlement legislation (see further detail on Settlements below). • lwi/hapu note that these decisions and resolution processes should be led by a tikanga-based approach, but with an appropriate framework in place to g
	• Officials recognise the importance for lwi/Maori to have positive, ongoing relationships with each other, and their council partners. This will help ensure the mechanisms proposed in Cabinet Paper Three are maximised. • Department officials envision approaches to conflict resolution be designed and led by lwi/Maori but with support from the Government where necessary. • Examples outlined in Cabinet Paper Three include appointing a Crown/Maori Relationship Lead and provision of re·asonable financial resour

	Upholding Partnership Arrangements 
	Upholding Partnership Arrangements 

	Upholding existing Treaty Settlements/arrangements • One of the most common and strong concerns officials have heard throughout engagement with lwi/Maori is around how the Government intends to uphold Treaty Settlements throughout the Reform. • lwi have also asked who will be responsible for monitoring how Treaty Settlements are upheld by the entit ies. • Similarly, lwi/Maori with existing service delivery arrangements (such as Joint Management Agreements through Settlements) with their councils and/or wate
	Upholding existing Treaty Settlements/arrangements • One of the most common and strong concerns officials have heard throughout engagement with lwi/Maori is around how the Government intends to uphold Treaty Settlements throughout the Reform. • lwi have also asked who will be responsible for monitoring how Treaty Settlements are upheld by the entit ies. • Similarly, lwi/Maori with existing service delivery arrangements (such as Joint Management Agreements through Settlements) with their councils and/or wate
	• Officials are clear that existing Treaty Settlements must be upheld through the Reform. Where there are arrangements regarding three waters services and delivery, these will also be transferred to the new entities to administer. • lwi/Maori may also wish to indicate how they expect the entities to uphold their existing arrangements through a Te Mana o te Wai Statement. • Department officials continue to work with Te Arawhiti, Ministry for the Environment and other Government agencies to refine and monitor

	Privatisation 
	Privatisation 
	• As outlined in Cabinet Paper Two: Designing the new three waters service delivery entities, mechanisms are proposed to protect the entities from future privatisation. Officials are keen to continue to work with lwi/Maori and local government to hear feedback on how we can further refine these mechanisms. 
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	UNCLASSIFIED 
	What the Department has heard What solutions have been proposed 
	I 
	• Similar to councils, lwi/Maori have also expressed concerns that this process will allow the assets to be privatised. They would like to see stronger mechanisms in place to minimise and avoid the possibility of privatisation. 
	• Similar to councils, lwi/Maori have also expressed concerns that this process will allow the assets to be privatised. They would like to see stronger mechanisms in place to minimise and avoid the possibility of privatisation. 
	• Similar to councils, lwi/Maori have also expressed concerns that this process will allow the assets to be privatised. They would like to see stronger mechanisms in place to minimise and avoid the possibility of privatisation. 

	Impacts on lwi/Maori Participation 
	Impacts on lwi/Maori Participation 

	Capability and capacity to engage in reform proposal discussions 
	Capability and capacity to engage in reform proposal discussions 
	• The Reform proposals include a provision for the entities to support mana whenua from the 'go-live' date in 

	• lwi/Maori are keen to engage in the Reform discussions but have indicated to Department officials that this 
	• lwi/Maori are keen to engage in the Reform discussions but have indicated to Department officials that this 
	July 2024. Until that time, the Department is aware that lwi require further support to continue to work 

	requires them to balance competing priorities within their finite resources. 
	requires them to balance competing priorities within their finite resources. 
	through the transition period. 

	• lwi/Maori note that they are also engaging in other matters regarding their economic, cultural, social and 
	• lwi/Maori note that they are also engaging in other matters regarding their economic, cultural, social and 
	• The Government is investigating how it may provide reasonable support to lwi/Maori and I expect to finalise 

	environmental health and wellbeing. This includes engaging on other Government reforms. 
	environmental health and wellbeing. This includes engaging on other Government reforms. 
	this approach with the Minister of Finance, consistent with Cabinet delegations. 

	• Many lwi/Maori have reached out for additional resources and support to develop their capability and 
	• Many lwi/Maori have reached out for additional resources and support to develop their capability and 

	capacity to continue to engage in these discussions. Without this support, they have expressed that they will 
	capacity to continue to engage in these discussions. Without this support, they have expressed that they will 

	have to prioritise where they can participate. 
	have to prioritise where they can participate. 

	• They are clear that they do not want the inability to participate in the early reform discussions to stop them 
	• They are clear that they do not want the inability to participate in the early reform discussions to stop them 

	from participating in the future system. 
	from participating in the future system. 

	Capability and capacity to participate in transition 
	Capability and capacity to participate in transition 
	• In Budget 2021, the Government announced $296 million to support the transition to and implementation of 

	• Many lwi/hapu organisations have signalled their interest in participating and preparing for transit ion. 
	• Many lwi/hapu organisations have signalled their interest in participating and preparing for transit ion. 
	the new entities. 

	Officials continue to receive requests to collaborate on elements of the transition planning and industry 
	Officials continue to receive requests to collaborate on elements of the transition planning and industry 
	• This w ill include working with lwi/Maori through the industry transformation work. 

	transformation. 
	transformation. 

	• An important element of this for lwi/Maori is how they can work with the Government to upskill the Maori 
	• An important element of this for lwi/Maori is how they can work with the Government to upskill the Maori 

	workforce to have a future role in the water industry. 
	workforce to have a future role in the water industry. 

	• As above, many lwi/Maori have expressed that resource constraints limit their ability to undertake this work 
	• As above, many lwi/Maori have expressed that resource constraints limit their ability to undertake this work 

	to the full extent they would like. 
	to the full extent they would like. 

	Capability and capacity to participate in the future system • lwi/Maori want confidence that their ability to participate in the future system is continually supported. • lwi/Maori have raised concerns that the suite of mechanisms proposed to protect and promote their rights and interests also requires involvement which they may not be able to resource. 
	Capability and capacity to participate in the future system • lwi/Maori want confidence that their ability to participate in the future system is continually supported. • lwi/Maori have raised concerns that the suite of mechanisms proposed to protect and promote their rights and interests also requires involvement which they may not be able to resource. 
	• The Reform proposals include a provision for the entities to support mana whenua to maximise the opportunities designed into the new system and are best place to 'go-live' from July 2024. 

	Pace of the Reform 
	Pace of the Reform 
	• Officials are clear that engagement w ith lwi/Maori regarding Three Waters Reforms will be ongoing 

	• Also contributing to the capability and capacity of lwi/Maori participation in these discussions is the pace of 
	• Also contributing to the capability and capacity of lwi/Maori participation in these discussions is the pace of 
	throughout the lifetime of Reform (until July 2024). 

	the Three Waters Reforms and the volume of parallel reforms, such as the Resource Management Reforms. 
	the Three Waters Reforms and the volume of parallel reforms, such as the Resource Management Reforms. 
	• Officials will continue to work w ith lwi/Maori to refine Reform proposals to ensure that they are consistent 

	• Some lwi/Maori have said the Government is moving too fast for them to keep up. Others have said this is 
	• Some lwi/Maori have said the Government is moving too fast for them to keep up. Others have said this is 
	with the high-level Reform objectives and are able to meet lwi/Maori's desired outcomes. 

	too slow and that Three Waters Reforms should have occurred long ago 
	too slow and that Three Waters Reforms should have occurred long ago 
	• Many of the solutions highlighted above, including the provision of support for lwi/Maori participation throughout the different phases of the Reform and the alignment across different Government agencies, will help to alleviate some of the pressures on lwi/Maori capacity to participate. 

	Sequencing of reform • lwi/Maori continue to raise concerns around the timing of these Reforms in relation to their other priorit ies including Treaty Settlement Negotiations and the Resource Management Reforms. • lwi/Maori have expressed that they would prefer questions around water ownership and allocation be resolved as a priority ahead of the Three Waters Reforms. 
	Sequencing of reform • lwi/Maori continue to raise concerns around the timing of these Reforms in relation to their other priorit ies including Treaty Settlement Negotiations and the Resource Management Reforms. • lwi/Maori have expressed that they would prefer questions around water ownership and allocation be resolved as a priority ahead of the Three Waters Reforms. 
	• Timing and sequencing of this Reform is the subject of this Cabinet Paper. Please refer to the content above. 
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	UNCLASSIFIED 
	What the Department has heard What solutions have been proposed I 
	What the Department has heard What solutions have been proposed I 
	What the Department has heard What solutions have been proposed I 

	However, as above, lwi/Maori also reflect that Three Waters conversation is already overdue, and delays will• not see resolution of their cultural and environmental aspirations. 
	However, as above, lwi/Maori also reflect that Three Waters conversation is already overdue, and delays will• not see resolution of their cultural and environmental aspirations. 

	Entity Operations 
	Entity Operations 

	Prioritisation of work There have been many questions around how the entit ies will prioritise work to ensure all communities' • needs are met. 
	Prioritisation of work There have been many questions around how the entit ies will prioritise work to ensure all communities' • needs are met. 
	This is an element that the Government will continue to work with lwi/Maori and local government to refine• further over the coming months. 

	Out of Scope The items below are out ofscope for the three waters reforms and are notedfor the Government's information. However, officials have not proposed a solution to these as many ofthese elements sit within portfolio responsibilities across Government. 
	Out of Scope The items below are out ofscope for the three waters reforms and are notedfor the Government's information. However, officials have not proposed a solution to these as many ofthese elements sit within portfolio responsibilities across Government. 

	Resource Management Reforms lwi/Maori continue to raise confusion around the Resource Management system and three waters service delivery. Including how these will interact with each other and integrate across any future system following the• parallel reforms. 
	Resource Management Reforms lwi/Maori continue to raise confusion around the Resource Management system and three waters service delivery. Including how these will interact with each other and integrate across any future system following the• parallel reforms. 

	Freshwater Management As above, lwi/Maori indicated their preference that questions regarding water ownership and allocation be resolved prior to commencement of Three Waters Reform . • 
	Freshwater Management As above, lwi/Maori indicated their preference that questions regarding water ownership and allocation be resolved prior to commencement of Three Waters Reform . • 

	Taumata Arowai Relationship between Three Waters Reform and Taumata Arowai still unclear to many lwi/Maori engaging in these discussions. lwi/Maori are also keen to understand what support Taumata Arowai can provide them to be• compliant with new regulations at their marae and papakainga. 
	Taumata Arowai Relationship between Three Waters Reform and Taumata Arowai still unclear to many lwi/Maori engaging in these discussions. lwi/Maori are also keen to understand what support Taumata Arowai can provide them to be• compliant with new regulations at their marae and papakainga. 

	Future for Local Government Officials have heard concerns from lwi/Maori regarding uncertainties of the Future for Local Government with the three waters reforms being undertaken at the same time. Noting the above capacity constraints on lwi/Maori, • they are unsure which space to prioritise their resources. 
	Future for Local Government Officials have heard concerns from lwi/Maori regarding uncertainties of the Future for Local Government with the three waters reforms being undertaken at the same time. Noting the above capacity constraints on lwi/Maori, • they are unsure which space to prioritise their resources. 


	PageSof5 
	APPENDIX D 
	S 9(2)(f)(IV) 
	-
	I 
	--I -
	-
	-
	I I 
	-
	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Figure
	2rnfoawa2b 2021-10-18 11:24:31 
	2rnfoawa2b 2021-10-18 11:24:31 


	100476578/4770880.7 
	Appendix E: Draft communications plan 
	Purpose and overview 
	1. 
	1. 
	1. 
	A communications strategy has been developed to support the announcement of Cabinet's decisions on the next steps in the three waters reform process. It builds on Cabinet's decisions in July on the approach to transition and implementation of the reforms and acknowledges areas where further policy development may be appropriate to address concerns raised in feedback by the local government sector and iwi/Maori on the policy proposals (for example, entity governance and accountability). 

	2. 
	2. 
	This appendix summarises the core components of the communications strategy, namely its objectives, key issues, audiences, strategic approach and implementation plan. 


	Objectives 
	3. The objectives of the communications strategy and plan are to ensure: 
	• Councils, sector stakeholders and communities understand the rationale for the "legislated all-in" approach; and 
	the process for public input to the reforms 
	timeframe and milestones for implementation. 
	• 
	• 
	• 
	New Zealanders have trust and confidence in the future management and delivery of New Zealand's three waters system. 

	• 
	• 
	Media coverage and commentary is fair and balanced with accurate reporting of the Government's policy decisions. 

	• 
	• 
	Issues and criticism are anticipated and proactively addressed. 


	Key issues 
	4. 
	4. 
	4. 
	The strategy identifies several key issues that will need to be considered as part of any communications approach. These include potential concerns of councils, media commentators and/or the public in relation to the case for change, whether alternative options exist and have been considered, and the potential risks and impacts of reform. 

	5. 
	5. 
	5. 
	Key issues that are likely to attract public comment and media attention include: 

	• 
	• 
	• 
	The shift in approach from 'opt-in' to 'all-in' 

	• 
	• 
	Level of influence councils and communities will have in how services are delivered, particularly in smaller council areas 

	• 
	• 
	The transfer of ownership of assets from councils and the prospect of privatisation of those assets in the future 

	• 
	• 
	The role of mana whenua in the new service delivery system 

	• 
	• 
	The pace of reform and amount of time available for councils and communities to understand the proposed model and its implications 

	• 
	• 
	Ongoing challenges to the economic modelling and data in relation to the size of the investment challenge and potential efficiency gains available through reform. 
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	Treaty Partner communications 
	6. 
	6. 
	6. 
	Ongoing communication with lwi/Maori is essential and will need to acknowledge national lwi/Maori communications and engagement needs, and local whanau/hapu/lwi discussions. In addition, many groupings of mana whenua, including by entity groupings, will require unique engagement. 

	7. 
	7. 
	lwi-specific communication and engagement on three waters service delivery reform needs to address a different set of issues to those raised by the local government sector, for example: boundary issues (e.g., Ngai Tahu and Te Tai lhu takiwa in relation to the boundaries of Entities C and D); giving effect to proposals relating to entity governance; mechanisms required to uphold Treaty settlements; and implementation of proposals relating to Te Mana o te Wai. 

	8. 
	8. 
	Ongoing kanohi kite kanohi engagement, supported through ongoing regular meetings/hui and continued email updates/webinars will be important, as will involving key lwi leaders in the pre-announcement confidential briefings. 

	9. 
	9. 
	Confirmation on how the Government can practically support lwi/Maori engagement through the transition, will also be important. 


	Audiences 
	10. The strategy also considers the target audiences, and their associated needs and 
	interests. This includes consideration of the role and interests of: lwi/Maori; mayors and councillors (and representative body, LGNZ); council chief executives and officers (and representative body, Taituara); ratepayers; three waters workforce (including unions); industry bodies (e.g., Water NZ, IPWEA NZ, ACE NZ, Construction Sector Accord members); advocacy groups; and media. 
	Strategic approach 
	11. 
	11. 
	11. 
	The proposed approach uses a core narrative that is communicated and tailored via multiple channels to reach target audiences. This is similar to the approach taken with the health and tertiary education reforms, and the recent LGNZ conference. 

	12. 
	12. 
	12. 
	To be successful, it will require: 

	• 
	• 
	• 
	Strong, visible leadership (i.e., Prime Minister, Deputy PM and Local Government Minister) 

	• 
	• 
	Use of 'champions' to communicate the decisions 

	• 
	• 
	Clarity about timeframes for next steps 

	• 
	• 
	A clear process for providing sector participation and public consultation in influencing how the reforms are implemented 

	• 
	• 
	Genuine commitment to ongoing partnership to work constructively with the sector to support a smooth transition and prepare for the future for local government 

	• 
	• 
	Deliberate and decisive communications that anticipate and respond to issues, concerns and correct deliberate misinformation. 
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	Implementation plan 
	13. The proposed implementation plan spans the four phases outlined below. A detailed implementation plan is included in the communications strategy, including outline of 
	key collateral and core narratives. 
	Phase 
	1. Pre
	announcement 
	Now till 17 December 
	2. Announcement 
	w/c 18 October 
	(Timing TBC) 
	3. Post
	announcement 
	4. Ongoing communications and engagement 
	Purpose 
	• 
	• 
	• 
	Acknowledge feedback received from the sector 

	• 
	• 
	Prepare for the announcement of the Government's decisions 

	• 
	• 
	Formally announce the Government's decisions 

	• 
	• 
	Outline the decisions, explain t he rationale and answer any questions 

	• 
	• 
	Ensuring the public is well informed ahead of public consultation and select committee submissions process 

	• 
	• 
	Supporting a successful 


	transition to the new arrangements 
	Key activities and tasks 
	• 
	• 
	• 
	Ongoing communications with t he sector 

	• 
	• 
	Development of communications collateral including speech, media release, fact sheets, web content, social posts and Q&As 

	• 
	• 
	Work with LGNZ and other parties to engage champions of t he reforms 

	• 
	• 
	Embargoed advanced briefings and communications pack to iwi leaders, LGNZ, and a selected Mayors on day of announcement 

	• 
	• 
	Parliamentary press conference to announce decisions. Key people may be part of the formal announcement 

	• 
	• 
	Briefings undertaken with Government MPs and departments on the decision, next steps and t imeframes 

	• 
	• 
	Champions provided with necessary materials to begin sharing with their networks 

	• 
	• 
	Minister(s), MPs, champions and DIA to continue talking to local government and sector stakeholders about the reforms 

	• 
	• 
	DIA to continue discussing the policy behind the reforms, how t hey will be implemented and the process for this, responding to concerns and issues as these arise 

	• 
	• 
	DIA-LG NZ partnership to continue, including LGNZ role in supporting the mechanisms and processes for working through the outstanding issues like governance and accountability and interface with resource management reforms 

	• 
	• 
	Social media engagement to communicate and reinforce the announcement 

	• 
	• 
	DIA, Minister(s) and MPs to correct deliberate misinformation in public domain 

	• 
	• 
	Ministers, MPs and champions to continue communicating and engaging with key audiences on the reforms 

	• 
	• 
	Use of multiple channels and collateral to explain t he reforms to New Zealanders 

	• 
	• 
	Supporting a smooth t ransition to, and establishment of, t he new entities 

	• 
	• 
	Three Waters Steering Committee (and advisory 


	groups) will also provide advice on: governance and accountability of the new water entities; 
	how the reforms interface with the RMA 
	reforms; pragmatic and tailored solutions to address rural water supply issues; 
	the transition of stormwater assets to the 
	new entities; and Treaty of Waitangi and specific Settlement obligations 
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	Morrison Low 'Regional Situation Analysis', otago-Southland three waters office (February 2021), published as part of a package of papers on the Gore District Council website for its ordinary meeting on 9 March 2021. / Documents/Agendas%20%26%20Minutes/2021%20Council%20Meetings/Council/9%20March/2021-0309%20-%20Council%20-%20Agenda 
	1 
	https://www.goredc.govt.nz/repository/libraries/id:2buwl3j7c17q9srz9ase/hierarchy/Vour%20Council
	-

	From the key findings of the report 'Aotearoa 2050' -Infrastructure Commission, Te Waihanga (2021). 
	2 

	Cabinet has previously agreed that: a Crown liquidity facility will be available to the water services entities, which can be accessed if certain 'trigger events' occur, on similar terms to those available to the Local Government Funding Agency; and the Civil Defence and Emergency Management Act 2002 arrangements will be extended to apply to water services entities, such that they continue to apply to three water assets once the assets are transferred to the water services entities from local authorities. [
	3 










