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• The purpose for this period is to provide time for councils to understand how the
reform proposals affect their individual councils and community
• To identify issues of local concern and suggest possible ways of addressing these and
to provide feedback to Government
• Council’s are not expected to make any formal decisions regarding the reform
through this period
• This period does not trigger the need for consultation
• Once government has gathered feedback from this period they will make decisions
on the next steps in the reform process, including the mechanism for community
consultation.
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The DIA have been clear that there is no single source of information/data that makes
the case for change.
Instead it is a consolodation of assorted data sources and combine to provide a clear
picture of the necessary direction of travel.
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Historically, there has been a poor information base about New Zealand’s three waters
infrastructure, assets and operations.
In recent years a substantial body of analysis and evidence on the sector has been
developing
On 2 June 2021 DIA released information to advance our understanding of these
essential services at a national levels. Key findings include:
• An investment requirement for New Zealand’s three waters services over the next 30
years of between $120bn and $185bn without reform
• Efficiencies in the order of 45% over the 30 years period could be achieved through
the reform process
• The reforms could result in an additional 5,800 to 9,300 jobs and increase in GDP of
between $14bn to $23bn (NPV over 30 years)
• Evidence suggests between one and four entities would provide the most efficiencies
Diagram shows the national compliance with the Drinking Water Standards in 2018/19
Note- the performance of councils highlighted that are going to form entity B.
Taranaki has a high level of compliance compared to most others.
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Talk about the cost drivers associated with: national freshwater quality bottom lines and
the impact on wastewater treatment plants that discharge to freshwater
Abstraction limits being lowered etc.
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• The DIA is highlighting that the status quo is not an option, because the status quo no
longer exists

• Taumata Arowai the new regulator will enforce current drinking water
standards and provide national oversight of environmental performance of
wastewater and storm water networks.
• The Water Services Bill (currently in its second reading) provides Taumata
Arowai with regulatory tools such as compliance orders to enforce standards –
cost will no longer be an acceptable reason for not upgrading water supplies.
• Covers the provision of safe drinking water and specifies the following duties
for a water supplier (all of which will be reflected in higher costs to comply):
• Duty to supply safe drinking water
• Duty to comply with drinking water standards
• Duty of owner of drinking water supply to register supply
• Duty to take reasonable steps to supply aesthetically acceptable drinking
water (this could be expensive we fixed ours but still get complaints – look at
what we have spent at both NP and Inglewood)
• Duty to provide sufficient quantity of drinking water (this include firefighting –
we have issues regarding this in some parts of our network).
• Duties where sufficient quantity of drinking water at imminent risk
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• Duty to protect against risk of backflow (expensive on going)
• Suppliers must be “Authorised”
• It requires suppliers and those working on water supply (and taking samples)
must have prescribed skills, qualifications or experience”. The cost of training,
maintaining competence and recruiting and retaining staff will increase. This
applies to both water and wastewater operations.
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Last man standing clause – NPDC could end up taking over private supplies.
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Based on the RIF (data supplied by council’s) the funding gap was between $78bn and
143bn over the next 30 years
Coucnils have upped their game and based on the 2021 LTPs the gap was reduced to
$39b to $104b
Based on the 2021 Long Term Plans councils are now spending around $2.7bn per year
on three waters.
DIA’s assessment is that this needs to increase to between $4bn and $6bn pear year
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Catching up on this investment will have significant implications for local authority
finances and present affordability issues, particular for smaller communities
The chart shows the range of increases required split by the different classes of councils.
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The Water Industry Commission for Scotland (WICS) have assessed a range of scenarios
of between 1 and 13 water supply entities
Smaller number of entities result in larger efficiency savings.
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The Government has made policy decisions on an integrated and extensive package of
reform. The package proposes the following core components:
• Establish four, publically owned water services entities to provide safe, reliable and
efficient three waters services – with protections against future privatisation
• The entities will own and operate three waters infrastructure on behalf of territorial
authorities, including transferring ownership of three waters assets
• Independent, competency-based boards to govern each entity
• A suite of mechanisms to protect and promote iwi/Maori rights and interests
• An economic regulatory regime to protect consumer interest and provide strong
incentives for performance
• Stewardship arrangements for the new system to ensure it adapts to shifts in national
objectives and priorities and remains fit for purpose.
Hand Over to Mark Hall
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Regional Aggregation was one scenario WICS assessed
For Taranaki this would result in an average household bill in the year of 2051 of $3,030
per year. compared to a forecast $5,090 without any reform.
It should be noted that under this scenario, New Plymouth is forecast to be worse off as
its average household costs would increase by 12% compared to the no reform scenario.
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The Government has agreed to a “preferred Option” for the boundaries of the 4 entities
Key considerations on the size and shape of the entities were that they:
• Have sufficient asset and customer base to be financial sustainable, have
economically efficient scale, and deliver services at an affordable price
• Operate effectively in relation to water catchments and achieve environmental
outcomes
• Engage meaningfully with iwi/Maori, which requires decision on boundaries to be
informed by an understanding of rohe/takiwa boundaries and a ki uta, ki tai approach
• Understand and reflect relevant community interests, particularly existing
relationships or a shared identifies between neighbouring communities
• Have access to a skilled local workforce
However, the government remains interested in continuing discussions with local
government and iwi/Maori most affected by the proposed boundaries for feedback
before confirming them in legislation.
Taranaki has been identified as one region that could change and be moved to Entity C.
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• Each entity will have a regional representative group that provide for proportional
respresentation of the local government and mana whenua
• The representative group will issue a statement of strategic and performance
expectations to inform the entity’s planning and monitoring performance against
these documents
• Entities will be required to produce a statement of intent in response to the strategic
and performance expectations
• The representative group will also establish and monitor the independent selection
panel that appoints and removes members of the entities board
• The independent board, appointed by the independent selection panel, will govern
the new entities and will require relevant competencies – which will be set out in
legislation
• A government policy statement will provide direction to entities on national policy
priorities
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• Local authorities are the “owner” of the entity, on behalf of their communities
• This is a no shareholding ownership with no financial recognition of ownership
• Continued public ownership of three waters services and infrastructure is a bottom
line for the Government
• They are developing safeguards against future privatisation, making it more difficult
to privatise than under the current legislation
• This includes specifying in legislation that local Authorities are the owners and that
future privatisation proposals be put to a referendum.
• The entities will also be established in a way that prevents them from paying
dividends or offering other financial reward to their owners, making them
unattractive to potential alternative owners.
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• Local Authorities and mana whenua will appoint representatives to their Regional
Representative Group via a nomination and voting process
• Representatives would be elected members (or a relevant and appropriately qualified
senior council officer) and iwi/Maori representatives
• The will preferably be 10 or fewer representatives per entity – but no more than 12 –
noting that entity B is made up of 22 councils
• Appointments of Iwi/Maori representatives will be guided by a kaupapa Maori
approach
• Representatives must comprise a distribution of metro, provincial and rural
authorities with a 50:50 representation between local government and mana
whenua and;
• Represent a geographical spread across the jurisdiction of the entity
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• An independent board, appointed by the independent selection panel will govern the
entities
• Boards will be accountable to representatives, local authorities, mana whenua and
the wider public and will be subject to:
• A requirement to formally report to Representatives annually on the
performance of the entity against the statement of strategic and
performance expectations and other strategic documents
• A process for the independent selection panel to conduct an annual
performance review of the board
• Reporting to representatives on carrying our the boards functions
• Boards will be made up of no more than 10 members, with the chairperson holding
the casting vote
• Representatives can request a board member be removed and or assessed by the
independent selection panel with the panel having the discretion to remove a
member.
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• The water service entities will be subject to:
• Consultation requirements on their strategic direction, investment plans and
prices/charges
• Mechanisms that enable communities and consumers to participate in
entities’ decision-making processes
• Economic regulation, to protect consumer interests and drive efficiencies
• Charging and pricing frameworks to protect consumers
• MBIE are developing advice on the new economic regulation regime and consumer
protection mechanisms and will consult local government on this
• As a “Last Resort” a Crown intervention framework with a risk-based approach, will
be introduced.
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• While MBIE are refining the consumer protections
• In addition to the representative group which will act on behalf of their communities,
each entity will be required to engage in a meaningful and effective manner on key
documents including:
• Investment prioritisation methodology
• Asset management plan
• Funding and pricing plan
• The entities will also be required to publish these, and to report on how consumer
and community feedback was incorporated into decision making
• Each entity will be required to establish a consumer forum to assist with effective and
meaningful engagement
• A new set of charging and pricing arrangements are also being established to improve
pricing transparency and affordability of water services.

28

David Langford to Present

29

Paul Lamb to Present

30

Paul Lamb to Present
A due diligence process is required to confirm the current level of three waters debt and
revenue for each council. this is intended to be undertaken as soon as possible after
decisions are made regarding the reform next steps to give councils certainty
The due diligence process will be required to be transparent and robust to ensure
equitable treatment of local authorities and protect community/water services entity
interests. The process will be developed by a suitably qualified and independent auditor
and managed by the DIA.
Currently it is proposed the new entities would deliver services from 1 July 2024 and this
is also expected to be the date of transfer.
The government is expected to make decisions on the reform pathway following the
Aug-Sept period with local government.
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• The proposed entities would continue to be owned collectively on behalf of their
communities
• Therefore there is no proposal to buy these assets
• DIA need to undertake a discovery process with councils to accurately understand the
three waters assets that will need to transfer to the new entities over the coming
years on a nationally consistent basis
• Currently it is proposed that only assets critical to the delivery of the services will be
transferred to the entity – e.g. where an asset has a different primary use, such as
sports field but also acts as a storm water asset in times of flood, would remain with
councils with appropriate mechanisms to ensure the ability to deliver water services
is protected
• It is proposed that cash reserves for three waters assets would transfer to the new
entities, but be ring-fenced for the communities or delivery of the specific three
waters assets that the reserves were collected for.
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• A financial due diligence process will need to be undertaken to accurately determine
the value of three waters debt on a robust and national consistent basis.
• This process will provide further insights into the financial arrangements that have
been entered into at the three water and council level
• Currently it is proposed that debt and interest rate derivatives (swaps) will not be
transferred/novated to the proposed entities.
• Instead, when the assets transfer takes place DIA are proposing cash payments are
made to councils for three waters debt
• DIA will work with councils to ensure that interest rate derivatives are appropriately
managed to protect community interests (including avoiding any material break
costs).
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• It is proposed that only revenue related to three waters will be transferred to the new
entities
• The value of revenue related to three waters will be identified as part of the financial
due diligence process
• Revenue related to other council activities will remain with the council
• In situations where three waters is subsidised by other revenue sources (e.g. profits
from commercial activity/CCO Dividends) these revenue streams will not be
transferred to the entities
• It is proposed that development contributions related to three waters would be
transferred to the new entities
• It is expected that the entities will ultimately charge consumers directly and will have
a broad range of charging mechanisms and powers at its disposal including all
mechanisms currently used by local authorities.
• If it is necessary for councils to collect revenue on behalf of the entities over the
short-term through a transition period, council’s will be reimbursed for this service.
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Territorial authorities will be able to use this funding to support the delivery of local
wellbeing outcomes through meeting some or all of the following criteria:
• Support communities to transition to a sustainable and low emissions economy,
including by building resilience to climate change and natural hazards
• Delivery of infrastructure and/or services that enable housing development and
growth, with a focus on brownfield and infill development opportunities where
available
• Support local place-making and improvements in community wellbeing.
• These represent good timing with the development of:
• The climate action emissions reduction plan
• The CBD strategy which has a strong housing and place making component
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• AM Wednesday 8th Sept – DIA will be presenting to council and Iwi Representatives
• PM Wednesday 8th Sept – Elected Member Briefing where officers step through an
assessment of the impacts of reform and highlight areas NPDC may wish to provide
the DIA with feedback.
• 28th Sept – report to council meeting will summarise the reforms proposals and
provide a draft feedback letter to the DIA for elected member sign-off.
Hand over to Craig for summary and close.
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