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Cabinet 

Minute of  ecision 

This d cument c ntains inf rmati n f r the New Zealand Cabinet. It must be treated in c nfidence and 
handled in acc rdance with any security classificati n,  r  ther end rsement. The inf rmati n can  nly be 
released, including under the Official Inf rmati n Act 1982, by pers ns with the appr priate auth rity. 

A Plan for Three Waters Reform 

Portfolio Local Government 

On 1 Ju y 2019, fo  owing reference from the Cabinet Economic Deve opment Committee, Cabinet: 

1 noted that on 5 November 2018, Cabinet agreed that the government embark on a process of 
three waters reform over the next 18 months, seeking detai ed po icy decisions in tranches in 
2019, with a view to introducing  egis ation in 2020 [CAB-18-MIN-0545]; 

2 noted that the first part of de ivering the strategy for three waters reform is regu atory 
reform, and that agreement to a package of po icy proposa s is being sought in the 
accompanying paper, Strengt ening t e Regulation of Drinking Water, Wastewater and 
Stormwater [CAB-19-MIN-0332]; 

3 noted that some sma  er communities are not we  -positioned to respond to the proposed 
reforms and to de iver qua ity three waters infrastructure and services, and that there wi   be 
a need to address the funding cha  enges that are facing these communities; 

4 noted that some regions are investigating options for making vo untary changes to  oca  
water service de ivery and funding arrangements, but wou d benefit from he p to progress 
this work, through financia  assistance and the remova  of barriers created by  egis ation; 

5 a reed that proposa s for support for regions on vo untary changes to water service de ivery 
arrangements be considered on a case by case basis; 

6 authorised a group of Ministers comprising the Minister of Finance, Minister of Loca  
Government and the Minister of Interna  Affairs to have Power to Act to take decisions on: 

6.1 proposa s from regions for funding to support and incentivise regions in their 
investigation of co  aborative water service de ivery changes; 

6.2 changes to appropriations to meet the costs invo ved with any proposa s approved 
under paragraph 6.1 above; 

7 noted that there are  inks and over aps between the Three Waters Review and the Essentia  
Freshwater programme, and that these programmes need to continue to be c ose y a igned; 
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8 noted that the more that the three waters proposa s are designed to upho d Te Mana o te Wai 
and to ref ect Māori interests, the better positioned Māori and the Crown wi   be when it 
comes to discussing Māori rights and interests in the Essentia  Freshwater programme; 

Michae  Webster 
Secretary of the Cabinet 

Hard-copy distribution: 
Prime Minister 
Deputy Prime Minister 
Minister of Finance 
Minister of Loca  Government 
Minister of Interna  Affairs 
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Ofce o the Minister o Local Government 

Chair 
Cabinet Economic Development Commitee 

A plan for three waters reform 

Proposal 

1. This is the frst in a series o papers on the Three Waters Review to be considered
during 2019. It provides an overview o my plan  or three waters re orm and explains
the connectons with the Essental Freshwater programme. It also seeks approval  or
additonal operatng  unding to support and incentvise councils to progress with
voluntary changes to service delivery arrangements.

2. This paper sets the scene  or, and is intended to be read in associaton with, the
Cabinet paper Strengt ening t e regulaton of drinking water, wastewater and
stormwater.

Executve summary 

3. In late 2017 and 2018, we considered a series o papers relatng to the system  or
regulatng and managing drinking water, wastewater and stormwater (the three
waters). These papers highlighted that, in many parts o the country, communites
cannot be confdent that drinking water is sa e, or that good environmental outcomes
are being achieved. They also raised concerns about the regulaton, sustainability,
capacity and capability o a system with a large number o localised providers, many o 
which are  unded by relatvely small populatons.

4. In November 2018, Cabinet agreed that the Government would embark on a process o 
three waters re orm, seeking detailed policy decisions in tranches in 2019. In April
2019, it was agreed that the Three Waters Review is a Government priority.

5. I am leading this work, and will be presentng the  ollowing suite o papers over the
coming months:

5.1 A plan for t ree waters reform (this paper). 

5.2 Strengt ening t e regulaton of drinking water, wastewater and stormwater – 
to be considered  ollowing this paper (prepared with the Minister o Health and 
the Minister  or the Environment). 

5.3 Insttutonal arrangements for a regulator – August 2019. 

5.4 T ree waters service delivery and funding arrangements – late 2019. 

6. In this paper, I outline the strategy  or three waters re orm, startng with delivering on
our priority to strengthen the regulaton o drinking water, wastewater and stormwater.
The accompanying paper seeks agreement to a package o policy proposals to achieve
this priority. Together, these proposals would address the shortcomings with the
current regulatory system, provide greater confdence in the sa ety o our drinking
water, and ensure good environmental outcomes are being achieved.
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7. It is important that we proceed with these regulatory re orm proposals. While this may
be challenging  or some service providers, the overall cost-beneft through improved
delivery models will be an advantage. This is also an opportunity to address
afordability challenges and the signifcant disparites between communites, in terms
o the sa ety, reliability and price o their drinking water, and the environmental
outcomes they experience. We need to ensure that some communites do not
contnue to  all behind the rest o the country.

8. The regulatory re orms will be phased in, providing us with tme to consider how to
deal with these issues, and  or service providers to adjust. Moreover, the re orms are
part o a broader, longer-term strategy to improve the three waters system. As part o 
this work, I will be considering optons  or improving service delivery and  unding
arrangements later this year.

9. There are opportunites  or local authorites to make voluntary changes to their service
delivery and  unding arrangements. Some regions, including Waikato and Hawke’s Bay,
are already exploring local optons and solutons, but  ace signifcant obstacles in
progressing and implementng change. These regions would beneft  rom help to
progress this work, through fnancial assistance and the removal o legislatve barriers
to change. Government has a role to encourage and incentvise a voluntary shif in
service delivery arrangements.

10. The Department o Internal Afairs has reviewed optons  or reprioritsing  unding  rom
within Vote Internal Afairs baselines o the fscal  orecast period. I am advised that,
although Budget 2019 initatves have provided some relie  or departmental cost
pressures, signifcant cost pressures remain an issue  or the Department to manage
over the  orecast period. These cost pressures have been largely driven by increased
demand  or Crown- unded services, and the required investment to meet service
delivery expectatons. As such, I am advised that the costs to undertake my proposed
programme o work cannot be met within the Department’s existng baselines.

11. I am there ore seeking the approval  or a $5 million increase to the Vote Internal Afairs
appropriatons to support regions in their investgatons o voluntary service delivery
improvements, incentvise other regions to  ollow suit, and to enable my ofcials to
investgate legislatve barriers to voluntary change. Consideraton o voluntary change
is an important frst step. It will help to in orm my advice to Cabinet later in 2019 on
whether statutory re orms might be required to achieve lastng solutons to the
fnancial and capability challenges  acing the three waters.

12. There are also opportunites  or the three waters work to help us to deliver the
outcomes being sought in Essental Freshwater. There are links and overlaps between
these programmes, in partcular Te Mana o te Wai, which is a holistc approach to the
utlisaton and management o water.1 

1 Te Mana o te Wai is defned in the Natonal Policy Statement  or Freshwater Management as the integrated
and holistc wellbeing o a  reshwater body (page 7). This defniton is also applied throughout this paper. 
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Background 

During 2017 and 2018, we heard about signifcant issues facing the three waters system, 
and were presented with a compelling case for change 

13. In late 2017 and 2018, we considered a series o papers relatng to the system  or
regulatng and supplying drinking water, wastewater and stormwater. These papers
presented the inital fndings  rom the cross-agency Three Waters Review, and issues
and recommendatons  rom the Government Inquiry into Havelock North Drinking
Water (Havelock North Inquiry).

14. The papers highlighted that, in many parts o the country, communites cannot be
confdent that their drinking water is sa e, or that good environmental outcomes are
being achieved  rom wastewater and stormwater systems. They also raised concerns
about the regulaton, sustainability, capacity and capability o a system with a large
number o localised providers, many o which are  unded by relatvely small
populatons.

15. The Havelock North Inquiry concluded that the problems in Havelock North are not
confned to that area, and there is a widespread systemic  ailure o water suppliers to
meet the high standards required to ensure the sa e supply o drinking water to the
public. I acton is not taken, there are risks o similar incidents occurring elsewhere,
with potentally serious consequences.

16. We also noted that there will be broader natonal and local implicatons i per ormance
improvements are not delivered across the three waters system, including:

16.1 housing in rastructure supply being unable to meet demand in high-growth 
areas; 

16.2  ailure to meet natonal and local environmental objectves  or  reshwater and 
the marine environment; 

16.3 a constrained ability to plan and  und robust systems that can cope with climate 
change, emergencies, and natural hazards; 

16.4 limitatons on developing the regions, partcularly  or areas with declining 
ratng bases, or small tourism centres with high seasonal demand. 

17. The events that led to the Havelock North contaminaton event, along with the fndings
o the subsequent Inquiry, have demonstrated that the existng system does not
adequately sa eguard against the risk o catastrophic contaminaton incidents, or drive
improved compliance with the drinking water standards.

18. The Inquiry also observed there is litle understanding among the New Zealand public
about the large numbers o people who consume unsa e drinking water. Every year,
around 34,000 people become ill  rom their drinking water, and many more must boil
their water to drink it sa ely.

19. Council wastewater systems are  acing similar widespread challenges. Wastewater
plants are afectng  reshwater and coastal water quality, and sewage overfows are
occurring at a  requency that is no longer acceptable  or communites, including Māori.
A high number o wastewater treatment plants are legally operatng on expired
consents  or long periods o tme. In many regions, regional councils do not (and are
not required to) publish sufcient in ormaton to provide assurance about the impact
o wastewater services on the environment.
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20. The papers noted that hard data on the extent o the problem is variable and, in some
cases, limited, which is in itsel evidence o a wider systemic issue. However, overall,
the  ollowing problems afect all o the three waters:

20.1 Weaknesses across t e regulatory system. Both drinking water and
environmental regulaton exhibit, in difering degrees, inadequate stewardship, 
leadership, and compliance, monitoring and en orcement practces. Specifc 
issues are explained throughout the accompanying paper, Strengt ening t e 
regulaton of drinking water, wastewater and stormwater. 

20.2 Funding and fnancing c allenges. Three waters providers  ace a range o  
afordability issues and fnancial pressures. Many councils are struggling to  und 
plant and pipe in rastructure to the level required to meet standards and 
community aspiratons, keep pace with populaton growth, and build resilience 
against natural events. Afordability challenges are partcularly acute  or smaller 
communites, rural and provincial councils, non-council drinking water 
suppliers, and marae. These communites are fnding it difcult to aford 
quality in rastructure and services, especially within current structures and 
 unding arrangements. 

20.3 Capability and capacity c allenges. Good capability is the key to meetng 
regulatory requirements, designing, procuring, delivering and managing three 
waters services, and undertaking complex public health and environmental risk 
assessments. However, it is ofen difcult  or service providers to develop the 
capabilites required, and to access and retain people with specialist skills. 
These challenges tend to be greater  or smaller rural and provincial councils, 
and non-council drinking water suppliers (such as small private and community 
schemes, and marae). 

In November 2018, we agreed to a road map for future decisions on three waters reforms 
– decisions that will be made over the coming months

21. In November 2018, Cabinet agreed that the Government would embark on a process o 
three waters re orm over the next 18 months, seeking detailed policy decisions in
tranches in 2019 [CAB-18-MIN-0545 re ers].

22. Firstly, Cabinet invited me, the Minister o Health, and the Minister  or the
Environment to report back to the Cabinet Economic Development Commitee (DEV),
in June 2019, with a package o regulatory proposals. These proposals would enable
drafing o legislaton to commence in the  ollowing areas:

22.1 system-wide re orm o drinking water regulaton; 

22.2 a new risk management regime  or sources o drinking water; 

22.3 targeted re orm o environmental regulaton o wastewater; 

22.4 measures to give greater transparency around the operaton o wastewater and 
stormwater systems, and to promote beter practce; 

22.5 the insttutonal arrangements, and oversight and stewardship needed to give 
efect to these re orms. 

23. Secondly, I was invited to report back to DEV, in late 2019, on proposals  or service
delivery arrangements,  ollowing analysis o three high-level optons:
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23.1 regulatory re orms only, with voluntary, sector-led re orms to service delivery 
arrangements; 

23.2 a three waters  und to support voluntary service delivery improvements; 

23.3 an aggregated system o dedicated, publicly-owned, drinking water and 
wastewater providers. 

24. Cabinet also invited me and the Minister o Commerce and Consumer Afairs to report
back to DEV, in late 2019, with proposals  or the economic regulaton o three waters
services, i appropriate.

25. During the rest o this year, I will be preparing a suite o papers to report back on these
maters. This paper is designed to set the scene and strategic context  or three
subsequent papers:

25.1 Strengt ening t e regulaton of drinking water, wastewater and stormwater
(June 2019 –  ollowing consideraton o this paper). 

25.2 Insttutonal arrangements for a regulator (August 2019). 

25.3 T ree waters service delivery and funding arrangements (late 2019). 

26. This paper also considers the bigger picture and explains how three waters re orms are
an important component o the Government’s broader approach to water re orm.

These decisions are aligned with the Essental Freshwater programme 

27. This Government launched its Essental Freshwater programme in 2018. The Essental
Freshwater Cabinet paper (to be considered by DEV in August 2019) responds to the
Government’s directon to halt  urther degradaton and loss, reverse past damage, and
create a  air system  or allocatng nutrient discharges.

28. The Three Waters Review and Essental Freshwater programme are proceeding in
tandem, but on diferent tme rames due to the urgent need to fx issues with the
current drinking water regulatory system (as demonstrated by the Havelock North
incident and described by the Inquiry).

29. The relatonship between the Three Waters Review and Essental Freshwater
programme provides an opportunity to support the discussion with Māori about rights
and interests in  reshwater, to contribute to Te Mana o te Wai, and to enhance the
Māori-Crown relatonship. We are realising this opportunity by recognising and
enhancing Māori interests in the re orm proposals. This is discussed later in this paper.

Comment 

Three waters reform: my strategy for 2019 and beyond 

Our frst priority is strengthening the regulaton of drinking water, wastewater and 
stormwater 

30. The accompanying paper seeks agreement to a package o proposals to strengthen the
regulatory arrangements  or the three waters system. Together, these proposals
provide greater confdence that our drinking water is sa e, and protect and enhance
our environment.
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31. At the heart o the re orms are proposals that all drinking water suppliers (except
individual domestc sel -suppliers) would be covered by the regulatory system and
required to provide sa e drinking water on a consistent basis. This approach recognises
that access to sa e and reliable drinking water is essental to li e, to the health,
wellbeing and resilience o our communites, and to a high-per orming economy.

32. Other core proposals include:

32.1 A central regulator to carry out new and enhanced  unctons across the 
drinking water regulatory system, and an opportunity  or that regulator to 
undertake some wastewater and stormwater  unctons as well. 

32.2 Stronger requirements to manage risks to drinking water sa ety, including doing 
more to protect drinking water sources, taking a mult-barrier approach to 
drinking water sa ety, and improvements to water sa ety planning. 

32.3 A stronger, centralised approach to drinking water compliance, monitoring and 
en orcement, with the regulator having the ability to support suppliers to 
comply with their regulatory obligatons, and to act to address non-compliance. 

32.4 Lifing the per ormance o wastewater and stormwater systems, through new 
natonal environmental standards  or wastewater discharges and overfows, 
and new obligatons on network operators to manage risks to people, property 
and the environment associated with the operaton o their networks. 

32.5 Providing greater transparency about wastewater and stormwater networks, by 
requiring operators to report annually on a set o natonally-prescribed 
environmental per ormance metrics, including the status o actve and expired 
discharge consents, and the antcipated tme rames  or renewals. 

32.6 Improving natonal-level leadership, oversight and support relatng to 
wastewater and stormwater regulaton, including natonal guidance  or local 
authorites regarding the compliance, monitoring and en orcement approaches 
to be used  or wastewater and stormwater network operators. 

It is important that we proceed with these reforms, even though this may be challenging 
for some service providers 

33. Strengthening the three waters regulatory system places greater emphasis on
compliance with legislaton and standards, as well as introducing some additonal
requirements  or service providers. This will drive expenditure and investment
decisions.

34. I am aware o concerns about the potental costs and challenges associated with
complying with regulatory requirements and implementng the proposals. This was a
common theme during stakeholder engagement, which was raised by local
government, iwi/Māori, and Crown agencies that provide three waters services. Local
authorites also asked about the longer-term implicatons o the proposed re orms, and
what this might mean  or the way local services are delivered and paid  or in  uture.
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35. While these concerns are understandable and require  urther consideraton, it is
important that we proceed with the regulatory re orm proposals. This is an
opportunity to address the signifcant disparites between communites, in terms o the
sa ety, reliability and price o their drinking water, and the environmental outcomes
they experience. We need to ensure that our poorer communites do not contnue to
 all  urther and  urther behind the rest o the country.

36. Māori are partcularly over-represented in communites that receive poor quality or no
three waters services. An example is Te Kao, a predominantly Māori community in
Northland o approximately 60 households. Te Kao has been on a boil water notce
since 2003, shortly afer the water supply owned and operated by the Far North
District Council was privatsed. The optons canvassed to try and resolve the situaton
have been too expensive  or this low-income community. In the meantme, I have
heard anecdotally that many o the community cannot aford the expense o 
contnually boiling or buying water, so instead run the risk o drinking untreated water.

37. It is also important to remember that, when the current drinking water regulatory
system was introduced, concessions were made that limited its scope and
efectveness. This has meant that some suppliers are not regulated efectvely, and
others are not regulated at all.

38. The proposals in the accompanying paper address these  ailings, by bringing all
suppliers into the regulatory system, building capability, and requiring the regulator to
take a stronger approach to non-compliance. While it may be difcult  or some
suppliers to comply at frst, experience in New Zealand and overseas has shown that
we should be frm in our resolve to pursue these re orms, and that good quality water
services are afordable as a country i we get the setngs right.

The regulatory reforms will be phased in, providing tme for us to consider how to address 
these issues, and for service providers to adjust 

39. We will have tme to consider how best to address these issues. Most o the proposals
require legislaton to implement or would be given efect through regulatons under
the Resource Management Act 1991 (RMA). It will take tme to develop, consider and
pass legislaton, and to design and implement the new regulatons.

40. In additon, three waters service providers will not be expected to comply with the
proposed new regulatory system without support, and without tme to adjust.

41. The accompanying paper, Strengt ening t e regulaton of drinking water, wastewater
and stormwater, outlines the tme rames  or implementng and complying with the
new drinking water regulatory system. The proposed approach recognises that it will
take tme to  ully implement the new system, and smaller suppliers are likely to require
longer to comply with their obligatons.

42. The paper also proposes that a signifcant part o a central regulator’s role would be to
build capability and capacity across the three waters sector. This would involve
supportng drinking water suppliers to comply with their regulatory obligatons,
 ocusing partcularly on smaller suppliers. Support  unctons relatng to wastewater
and stormwater are also proposed, such as ident ying and promotng good practces.

43. I am proposing to seek  urther decisions on the insttutonal arrangements  or a central
regulator in August 2019, including the  orm and locaton o the regulator.
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The regulatory reforms are also part of a broader, longer-term strategy to improve the 
three waters system 

44. Later this year, I will be reportng back on optons to improve three waters service
delivery and  unding arrangements. Three high-level optons are being explored (with
the potental  or some variatons within these optons):

44.1 proceed with regulatory re orms only, with voluntary, sector-led re orms to
service delivery arrangements; 

44.2 establish a three waters  und to subsidise in rastructure costs  or struggling 
communites; 

44.3 develop optons  or a system o larger, publicly-owned, drinking water and 
wastewater providers. 

45. I antcipate providing an update on progress with developing these optons, and
potentally seeking agreement to pursue partcular optons, rather than making
signifcant re orm decisions this year.

46. The paper will also provide  urther advice on the cost implicatons associated with the
regulatory re orm proposals and consider how we might address these implicatons.

47. Several pieces o research have been commissioned to help us to understand the
potental costs associated with drinking water re orms, including:

47.1 a natonal cost estmate o upgrading networked (council and non-council)
water treatment plants to meet drinking water standards; 

47.2 supplementary research to ident y potental costs  or specifed sel -suppliers. 

48. Natonally, the estmated capital costs o upgrading networked drinking water
treatment plants to meet drinking water standards is between $309 million and $574
million, and an additonal annual operatng cost o $11 million to $21 million.2 These
costs, i spread across the New Zealand populaton, would be around $36 per
household, per year. This does not include the cost  or upgrading the water treatment
plants o specifed sel -suppliers, such as schools, prisons and campgrounds, or very
small supplies.

49. Research is also being undertaken into the potental costs o upgrading wastewater
treatment systems, i natonal standards were imposed. This involves ident ying
natonal cost estmates relatng to:

49.1 upgrading wastewater treatment plants discharging to  reshwater to meet
objectves (Atribute B) o the Natonal Policy Statement (NPS)  or Freshwater 
Management; 

49.2 the upgrades required to meet a minimum standards regime  or coastal 
wastewater treatment plants; 

49.3 the upgrades required to reduce wastewater overfows to two per year. 

2 Beca: Cost estmates for upgrading water treatment plants to meet potental c anges to t e New Zealand
Drinking Water Standards, March 2018. 
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50. Some o this research is stll being fnalised, but indicatve cost estmates are that the
cost o upgrading non-compliant wastewater treatment systems over the coming years
 alls within a range o $3.0 billion to $4.3 billion, with an additonal annual operatng
cost o $126 million to $193 million. I spread across the New Zealand populaton, the
capital cost per person would be around $961, and the annual operatng cost per
household around $117. A large part o these costs will need to be incurred under
existng regulaton and should already be part o councils’ long-term plans.

51. It appears that the costs are absorbable in many parts o the country, partcularly in
our bigger cites and growth areas, where costs can be shared across many people.
Many councils are already planning signifcant investments in three waters
in rastructure. Across the sector, councils are planning to spend nearly $4 billion on
improving and replacing drinking water in rastructure assets, and nearly $5 billion on
wastewater in rastructure, over the next 10 years.

52. The challenge we  ace, though, is that some o our smaller councils and communites,
and many non-council drinking water suppliers (including marae) are not well-
positoned to respond to the proposed re orms. As noted earlier, many communites
(including places visited by high numbers o tourists) are already struggling to pay  or
three waters in rastructure and services. Drinking water suppliers that are being
brought into the regulatory system  or the frst tme may  ace similar difcultes.

53. There are also gaps in the research, which mean there are likely to be additonal costs.
There is a lack o in ormaton on the conditon o council drinking water, wastewater
and stormwater pipes, and how much investment is needed to repair or replace ageing
in rastructure.

54. We need to consider how to ensure all communites can experience the benefts o the
re orm proposals, and receive sa e, reliable, culturally-acceptable three waters
services, in an afordable way. This may include thinking diferently about how these
services are paid  or. I am exploring optons  or sharing costs across communites, or a
natonwide  und, and will provide  urther advice on these maters at the end o this
year.

There are opportunites for local government to make voluntary changes to service 
delivery and funding arrangements, and we can support them to do this 

55. One o the optons being explored involves proceeding with regulatory re orms and
enabling local authorites to make any changes that may be needed to their service
delivery arrangements. This includes local decisions to change how three waters
services are structured and  unded within or across districts and regions.

56. Some local authorites have already responded positvely to this approach and are
collaboratng on optons and solutons  or improving water service delivery
arrangements across their regions. These approaches range  rom entering into
contracts with other service providers (such as South Wairarapa District Council joining
Wellington Water, and Watercare providing services  or Waikato District Council), to
considering regionalising drinking water and wastewater services (such as Hawke’s Bay
councils and a sub-regional group o Waikato councils).
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57. There are, however, signifcant costs  or local government associated with investgatng
collaboratve service delivery optons, developing a business case, consultng on
proposals, and establishing new enttes. These costs are likely to be a barrier to
pursuing re orm – partcularly  or councils with limited resources and smaller ratepayer
bases, which are likely to beneft most  rom shared water services.

58. Without fnancial support, it is unlikely many interested councils will have the fnancial
resources and/or incentves needed to consider the benefts o collaboraton. 

59. Current legislaton may also make it difcult  or some o the collaboratve initatves to
proceed and adds cost to the process. For example, the  ormaton o a regional or sub-
regional water asset-owning council-controlled organisaton is very challenging under
existng legislaton. I have directed my ofcials to investgate what is involved in
addressing the barriers to voluntary re orm that regions have highlighted in their
discussions. I am proposing that optons to address these issues would be included in
my paper at the end o this year.

60. I am seeking agreement to  unding o $5 million  or 2019/20 to support and incentvise
regions to investgate large-scale, collaboratve approaches to water service delivery.

61. The  und, which would be approved  or draw down by mysel and the Minister o 
Finance, would provide up to $1 million (each) to assist  our to six regional initatves.
It is intended as a co-investment with local government to assist with business case
development, due diligence, and community consultaton in regions or sub-regions
considering voluntary change.

62. The  und would provide an incentve  or those regions to be the ‘frst movers’ and
proceed to community consultaton on new water service delivery arrangements. I am
hope ul that, by demonstratng the  easibility and benefts o new approaches, this
encourages local authorites in other regions to also start exploring optons  or change.

63. I new water service organisatons are established through the consultaton process,
this would place these councils and regions in a stronger positon to respond to the
fnancial and capability challenges  acing the three waters system. It would also help
them to respond to any regulatory and service delivery re orms that are developed.

64. I propose that the Department o Internal Afairs (the Department) manages the
process  or receiving and approving applicatons to this  und, with expressions o 
interest opening in July 2019. A porton o the additonal $5 million o  unding would
also cover the Department’s stafng, administratve and travel costs associated with
this process.

65. Applicatons would need to meet certain conditons;  or example, they would need to
be made on behal o a group o councils working collaboratvely, and meet any
tme rame set by the Department. A 50/50 split with central government on the cost
o business cases would also be expected, with any cost overruns being the
responsibility o councils. Ofcials would work closely with councils/regions as they
develop and implement their proposals, and ensure the  und is being spent according
to the conditons.
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66. I regions achieve public and politcal support to establish a new water entty, I will
consider what  urther central government support (fnancial or otherwise) might be
necessary in the establishment phase.

67. Whether or not changes are made voluntarily may ultmately come down to local
resolve and democratc decision making. The results o this  unding process would
help central government to understand the  easibility o achieving natonwide service
delivery re orms voluntarily; what kind o approaches, motvatons, and incentves are
efectve; and i /how to support re orm proposals in other parts o the country in
 uture.

68. The Government will also need to consider how to proceed i insufcient progress is
made across the country. The  unding process would in orm my advice to Cabinet later
in the year on whether statutory re orms might be required to achieve lastng solutons
to the fnancial and capability challenges  acing the three waters.

69. The Rates Rebate Scheme has had historical underspends ranging  rom $5.960 million
to $9.324 million. I antcipate a predicted underspend in the 2019/20 Rates Rebate
Scheme will be sufcient to cover the proposed $5 million  und.

Relatonship between the Three Waters Review and Essental Freshwater work 
programme 

There are opportunites for the three waters work to support the Essental Freshwater 
programme and strengthen Te Mana o te Wai 

70. The Essental Freshwater programme is  ocused on establishing an integrated
 reshwater system that ensures all discharges and water users are contributng to, and
protectng and restoring, ecosystem health and water quality. It is  ocused on
 undamental issues regarding the allocaton and management o  reshwater, including
how best to manage discharges at a macro or catchment level (agricultural as well as
urban).

71. The Government’s priority, in this term, is stopping  urther degradaton to, and startng
to restore, water quality. It has also agreed to take a phased approach to policy
development and engagement with Māori across all  reshwater issues, startng with a
 ocus on water quality.

72. The Three Waters Review is more narrowly  ocused than the Essental Freshwater
programme. It is a targeted initatve to address immediate concerns about drinking
water sa ety, and the per ormance o wastewater and stormwater systems.

73. There are links and overlaps between the two programmes, including in respect o 
Māori rights and interests, and Te Mana o te Wai. The programmes need to contnue
to be closely aligned i we are to make progress on addressing Māori rights and
interests in water, and i we are to uphold Te Mana o te Wai.

74. Several governance and project management arrangements are in place to support
alignment between the two programmes, including regular Ministers’ meetngs and
 ortnightly meetngs between agency water directors. Kahui Wai Māori (the Māori
Freshwater Forum established to advise on the Essental Freshwater programme) has
also been providing advice on the Three Waters Review.
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75. I am mind ul that any system architecture developed  or the three waters (including
the central regulator) will need to ft with, or be able to be adjusted to ft with, the
system architecture developed through the Essental Freshwater programme and RMA
re orms.

76. One o the stated principles o the Essental Freshwater programme is addressing rights
and interests o Māori in  reshwater.3 The Crown has acknowledged these rights and
interests exist, and this Government has confrmed they need to be addressed i issues
such as water allocaton are to be progressed.4 

77. The rights and interests discussion has its challenges, not least because o historical
inequites in the way water has been allocated, and difering views about “ownership”
or customary interests in water. Furthermore, this Government does not have a
mandate within this term to address issues such as user charging and royaltes, which
afects how  ar we can progress discussions about Māori rights and interests.

78. In my discussions with Māori about the three waters, I have been care ul to emphasise
that the primary place  or the “rights and interests” discussion about water is within
the Essental Freshwater programme.

79. There are natural resource rights and interests that have been established in Treaty
setlement agreements that will need to be considered in the creaton o a regulator.
For the avoidance o doubt, the creaton o a regulator will not amend existng Treaty
setlement arrangements.

80. Moreover, Māori interests are more clearly artculated in a whole o system approach
that does not delineate  reshwater, three waters, marine or urban water, as
determined by government policy objectves. This whole o system approach is
refected in Te Mana o te Wai, and how mātauranga Māori is integrated into a
regulatory  ramework to enable the practce o kaitakitanga.

Te Mana o te Wai is the key to an integrated, holistc water management system 

81. When Te Mana o te Wai is recognised and provided  or, the water body will sustain the
 ull range o environmental, social, cultural and economic values held by the iwi, hapū,
whānau and the community. One o the overriding concerns expressed by Māori
during engagement on the Three Waters Review has been that proposals  or re orm
need to uphold Te Mana o te Wai.

82. Te Mana o te Wai is incorporated in our water management system through the
Natonal Policy Statement (NPS)  or Freshwater Management. This NPS provides
directon on how local authorites should carry out their responsibilites under the RMA
 or managing  reshwater.

83. The NPS  or Freshwater Management currently requires local authorites to consider
and recognise “Te Mana o te Wai” in  reshwater management. In this context, it is
intended to accommodate sufcient fexibility to enable “each community to decide
what Te Mana o te Wai means to them at a  reshwater management unit scale, based
on their unique relatonship with  reshwater in their area or rohe”.

3 See Ministry  or the Environment and Crown Relatons Unit; Essental Fres water: Healt y Water, Fairly 
Allocated; page 20. 

4 See Ministry  or the Environment and Māori Crown Relatons Unit; S ared Interests in Fres water: A New 
Approac to t e Crown/Māori Relatons ip for Fres water (2018). 
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84. The NPS  or Freshwater Management states that in “upholding Te Mana o te Wai, these
discussions should explore all values the community holds  or  reshwater; however, the
health and wellbeing o  reshwater should come frst”. Prioritsing the health and
wellbeing o the water has not always been refected in the actual decisions made
about water management.

85. The NPS  or Freshwater Management is one o the key mechanisms  or achieving an
integrated  reshwater system. Work is being undertaken through the Essental
Freshwater programme to strengthen the NPS  or Freshwater Management by giving
stronger recogniton to Te Mana o te Wai, and providing greater clarity around how to
recognise and provide  or it.

86. We are also working to ensure that the three waters proposals contribute to upholding
Te Mana o te Wai, by strengthening how Te Mana o te Wai is refected throughout the
three waters system, and by aligning Essental Freshwater and the Three Waters
Review so that together they contribute to a holistc and integrated whole o system
approach to water management. Examples include:

86.1 requiring all drinking water suppliers to provide demonstrably sa e drinking 
water; 

86.2 requiring local authorites to ensure all communites have access to sa e 
drinking water; 

86.3 ensuring source waters are adequately protected to support the provision o  
sa e drinking water; 

86.4 ensuring wastewater and stormwater proposals can support the cultural and 
community values and objectves expressed in natonal/regional policy 
statements and regional plans; 

86.5 providing opportunites to incorporate mātauranga Māori and the involvement 
o tangata whenua in the monitoring o environmental outcomes where 
relevant. 

87. Further opportunites lie in the service delivery part o the three waters programme.
Iwi who have setled their Treaty claims have negotated co-governance and co-
management arrangements, usually catchment-based and with local government. In
general, these arrangements have enabled increased iwi partcipaton in local authority
decision making over natural resources; helped to build iwi (and local authority)
capacity, capabilites and expertse; and strengthened relatonships. Setled iwi are
increasingly positoning themselves to lead discussions on regional development,
including discussions about in rastructure.

88. My approach has been, and will contnue to be, that the more we can do to uphold Te
Mana o te Wai and to refect Māori interests in the three waters proposals, the beter
positoned both Māori and the Crown will be when it comes to discussing Māori rights
and interests in the Essental Freshwater programme. This will enhance the Māori-
Crown relatonship.
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Consultaton 

89. The Ministry o Business, Innovaton and Employment, the Treasury, the New Zealand
Transport Agency, the Ministry  or Primary Industries, the Ministry o Civil De ence and
Emergency Management, the Ministry o Housing and Urban Development, the
Department o the Prime Minister and Cabinet, Te Puni Kōkiri, Te Arawhit, the
Department o Conservaton, Ministry o Educaton, New Zealand De ence Force, and
Department o Correctons have been consulted on this Cabinet paper.

90. The Treasury does not support the provision o  unding to support investgatons o 
voluntary changes to water delivery and  unding arrangements, and provided the
 ollowing comments: “This proposal is substantally similar to an initatve submited
and declined as part o Budget 2019. Cabinet Ofce circular CO (18) 2 states that ‘any
 unding proposal submited to Cabinet outside o the Budget process must not have
been previously considered and declined by Cabinet’. This rule is in place to avoid
agencies and Ministers ‘appealing’ Budget decision making, and undermining the
integrity o the Budget decision-making process. It does not appear that circumstances
have signifcantly changed to just y reconsideraton o this proposal as an urgent item
that cannot be de erred untl Budget 2020 – partcularly given Cabinet decisions will
not be made on the wider three waters regulatory and service delivery changes untl
late in 2019”.

Financial implicatons 

91. Cabinet Ofce Circular CO (18) 2, Proposals wit Financial Implicatons and Financial
Aut orites, requires that proposals  or  unding  rom the between-Budget contngency
demonstrate that the proposal cannot be  unded through reprioritsaton, cannot be
de erred untl the next Budget, and should be supported with the same degree o 
in ormaton as a Budget proposal.

92. The Department o Internal Afairs has reviewed optons  or reprioritsing  unding  rom
within Vote Internal Afairs baselines o the fscal  orecast period. I am advised that,
although Budget 2019 initatves have provided some relie  or departmental cost
pressures, signifcant cost pressures remain an issue  or the Department to manage
over the  orecast period. These cost pressures have been largely driven by increased
demand  or Crown- unded services, and the required investment to meet service
delivery expectatons. As such, I am advised that the costs to undertake my proposed
programme o work cannot be met within the Department’s existng baselines.

93. The  unding in 2019/20 o $5 million is urgently needed to support councils in
investgatng voluntary collaboraton, and to in orm the Government’s thinking on the
need  or statutory change, be ore any decisions are made on other changes to water
service delivery arrangements. These  urther decisions will likely be made in 2020.
Approval o  unding there ore cannot be de erred to Budget 2020.

94. Accordingly, I am seeking approval  or a $5 million increase to the Vote Internal Afairs
appropriatons in 2019/20 to support and incentvise  our to six regions/sub regions in
their investgatons o collaboratve water service delivery arrangements. The  und
would be approved  or draw down by mysel , the Minister o Finance and the Minister
o Internal Afairs.

Human rights 

95. There are no human rights implicatons arising  rom the proposals in this paper.
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Legislatve implicatons 

96. There are no direct legislatve implicatons arising  rom this paper. However, the
accompanying paper – Strengt ening t e regulaton of drinking water, wastewater and
stormwater – contains a suite o proposals that would be implemented through a
water services bill. A regulatory impact analysis is atached to that paper.

Publicity 

97. There is widespread stakeholder interest in policy proposals  or re orming the three
waters. I intend to publish this paper, subject to any redactons, pursuant to Cabinet
Ofce circular CO (18) 4.

Recommendatons 

98. The Minister o Local Government recommends that the Cabinet Economic
Development Commitee:

1. note that a strategy  or three waters re orm was agreed by Cabinet in November
2018;

2. note that the frst part o delivering this strategy is regulatory re orm, and that
agreement to a package o policy proposals is being sought in the accompanying
paper, Strengt ening t e regulaton of drinking water, wastewater and
stormwater;

3. note that some smaller communites are not well-positoned to respond to the
proposed re orms and to deliver quality three waters in rastructure and services,
and there will be a need to address the  unding challenges that are  acing these
communites;

4. note that some regions are investgatng optons  or making voluntary changes to
local water service delivery and  unding arrangements, but would beneft  rom
help to progress this work, through fnancial assistance and the removal o 
barriers created by legislaton;

5. agree to establish a  und to support work with regions on voluntary changes,
which would be approved  or draw down by the Minister o Local Government.
Minister o Finance and Minister o Internal Afairs;

6. note that this  und would be expected to come  rom a predicted underspend in
the 2019/20 Rates Rebate Scheme;

7. note that there are links and overlaps between the Three Waters Review and the
Essental Freshwater programme, and these programmes need to contnue to be
closely aligned;

8. note that the more that the three waters proposals are designed to uphold Te
Mana o te Wai and to refect Māori interests, the beter positoned Māori and
the Crown will be when it comes to discussing Māori rights and interests in the
Essental Freshwater programme;

9. agree to increase  unding in Vote Internal Afairs in 2019/20 to support and
incentvise  our to six regions/sub regions in their investgatons o collaboratve
water service delivery arrangements;
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10. approve the  ollowing changes to appropriatons to meet the costs associated
with supportng regions to proceed with voluntary changes to service delivery
arrangements, with a corresponding impact on the operatng balance and net
core Crown debt:

Vote Internal Afairs 

Minister of Internal 
Afairs 

Mult-Category Expenses 
and Capital Expenditure: 

Policy Advice MCA 

Departmental Output 
Expense: 

Policy Advice – Local 
Government 

( unded by revenue 
Crown) 

Non-Departmental Other 
Expense: 

Miscellaneous Grants – 
Internal Afairs 

$million – increase/(decrease) 

2019/20 2020/21 2021/22 2022/23 2023/24 
& 

Outyear 
s 

0.800 - - - -

4.200 - - - -

Total Operatng 5.000 - - - -

11. agree that the proposed changes to appropriatons  or 2019/20 above be
included in the 2019/20 Supplementary Estmates and that, in the interim, the
increase be met  rom Imprest Supply;

12. agree that the expenses incurred under recommendaton 10 above be charged
against the between-Budget contngency established as part o Budget 2019; and

13. agree in principle to trans er  rom 2019/20 to 2020/21 any underspend in the
above appropriatons, with the fnal amount to be confrmed as part o the 2020
October Baseline Update once the audited accounts  or 2019/20 are available.

Authorised  or lodgement 

Hon Nanaia Mahuta 

Minister o Local Government 
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