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Timaru District Council 

Notice is hereby given that a meeting of the Extraordinary Council will be held in the Council 
Chamber, District Council Building, King George Place, Timaru, on Tuesday 28 September 2021, at 
3.00pm. 

Council Members 

Mayor Nigel Bowen (Chairperson), Clrs Allan Booth, Peter Burt, Barbara Gilchrist, Richard Lyon, 
Gavin Oliver, Paddy O'Reilly, Sally Parker, Stu Piddington and Steve Wills 

Quorum – no less than 5 members 

Local Authorities (Members’ Interests) Act 1968 

Councillors are reminded that if they have a pecuniary interest in any item on the agenda, then 
they must declare this interest and refrain from discussing or voting on this item and are advised 
to withdraw from the meeting table. 

Bede Carran 

Chief Executive 
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3 Reports 

3.1 Three Waters Submmision 

Author: Ashley Harper, 3waters Strategy Advisor  

Authoriser: Bede Carran, Chief Executive  

  

Recommendation 

1. That Council notes the information outlined in the report on the background and progress 
of the Government’s Three Waters Reform Programme. 

2. That Council provides feedback on issues of concern regarding the Three Waters Reform 
Proposal to enable the development of Council’s submission to the Government.  

3. That Council resolves that Timaru District Council opposes the New Zealand Government’s 
proposal to establish four water entities and removal of three waters assets and services 
from local Councils; and that following engagement with the Three Waters Review and the 
more recent reform proposals, Council has identified three primary concerns that will form 
the basis of the submission to the Department of Internal Affairs: 

(a) Loss of local voice, decision-making, and ability to meet local needs and aspirations; 

(b) The evidence on which the proposal is based is flawed; and 

(c) Three water service delivery reform should not take place in the absence of clear 
regulatory standards, and the framework for financial regulation. 

4. That Council resolves that Timaru District Council agrees that the Three Waters sector faces 
many challenges and that the status quo may not be sustainable at a national level, but 
believes that changes should be aligned and integrated with other local government 
reforms (Future for Local Government and Resource Management Act  Reform); and 
supports the establishment of Taumata Arowai and the economic regulator, but believes 
these entities should be given time to become established and clear regulations identified 
before any reforms, as proposed by Government, are undertaken. 

5. That Council delegates authority to the Mayor and Chief Executive to amend and approve 
the Submission to Government on the Three Waters Reform Proposal. 

 
Purpose of Report 

1 The purpose of this report is to identify and discuss issues of local concern with regards to the 
Government’s Three Waters Proposal; challenges and opportunities facing Council and the 
Timaru District regarding the provision of three waters; and provides an opportunity for 
Council to give feedback to the Government and Local Government New Zealand (LGNZ) on 
these issues.  

2 The report provides an analysis of Timaru District three waters data and modelling received 
from the Department of Internal Affairs (DIA) (prepared by the Water Industry Commission of 
Scotland (WICS)) and Council’s own data and modelling. This analysis helps provide context to 
Council’s identified concerns regarding the Government’s proposal. 

3 To support this discussion, an update is provided for Council on the overarching three waters 
reform programme including a summary of information currently available relating to: 
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(i) The reform background and context; 

(ii) Taumata Arowai and the future compliance framework; 

(iii) The Water Services Bill 

(iv) Economic Regulation; and 

(v) The June/July Three Waters Reform announcements.  

Assessment of Significance and Engagement 

4 Summarise assessment of significance and engagement. Go to Record Number 1406208 to 
view the Significance and Engagement Policy and Flowchart. Significance for each report 
should be described on a continuum e.g. very low, low, medium, high, very high. Where 
significance is higher on the continuum, this will generally require a larger amount of 
community engagement. 

5 The future of water service delivery and asset ownership is of high significance to Council and 
the current and future Timaru District communities. In accordance with Council’s Significance 
and Engagement Policy, Council is committed to undertaking a high level of engagement on 
the issue to ensure that any decisions made by Council are fully informed by the views of the 
community.  

6 This report does not require a decision of Council, at this point, on the future of water service 
delivery or asset ownership. However, it does not preclude Council from expressing its view 
in regard to what it sees as the community’s best interest based on the information it has 
currently to hand.  The report is seeking a decision from Council on the content of a submission 
to the Government on the issues and uncertainties of the reform proposal. As such, this 
report, and the recommendations included are assessed to be of low significance.    

7 However, to ensure that Council’s feedback to the Government has been informed by the 
views of local communities some engagement has been undertaken. Over the last eight weeks 
Council has used social and print media to help inform the community of the Mayor and 
Council’s views on the reform proposal, and has sought feedback via a survey on Council’s 
website and in The Courier. Feedback received is attached (Attachment 7) and is summarised 
in this report.  

Background 

8 Following the serious campylobacter outbreak in Havelock North in 2016, central government 
initiated the Three Waters Review – a cross-government initiative led by the Minister of Local 
Government.1 The Review considered the issues and opportunities facing the system for 
regulating and managing the three waters (drinking water, wastewater, and stormwater).  

9 The Review led to the Government launching the Three Waters Reform Programme in July 
2020 – a three year programme to reform local government three waters service delivery 
arrangements. The aim of the Government’s system-wide reform is to achieve lasting 
intergenerational benefits for all communities across New Zealand. 

                                                      

1 Other government agencies and portfolios involved in the Three Waters Review include: Health, Environment, Finance, 

Business Innovation and Employment, Commerce and Consumer Affairs, Primary Industries, Climate Change, 
Infrastructure, Civil Defence and Emergency Management, Housing and Urban Development, Transport, Conservation, 
and Rural Communities.  

https://www.timaru.govt.nz/council/publications/policies/significance-and-engagement-policy
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10 This Reform Programme builds on the Three Waters Review and establishment of Taumata 
Arowai, as the dedicated water services regulator, and development of the Water Services 
Bill.  

11 The focus of the reform programme has been on how to ensure safe drinking water, improve 
the environmental performance and transparency of wastewater and stormwater networks 
and deal with funding and affordability challenges, particularly for communities with small 
rating bases or high-growth areas that have reached their prudential borrowing limits. 

12 The Government’s stated direction of travel has been for publicly-owned multi-regional 
models with a preference for local authority ownership. The Department of Internal Affairs 
(DIA), in partnership with the Three Waters Steering Committee (which includes elected 
members and staff from local government) commissioned specialist economic, financial, 
regulatory and technical expertise to support the Three Waters Reform Programme and 
inform policy advice to ministers.  

13 The initial stage of the Reform Programme was commenced with a Memorandum of 
Understanding between the Crown and councils which set out the principles and objectives 
between the parties to underpin a relationship to support improvement in 3 waters service 
delivery.   It was a voluntary arrangement in which all councils across New Zealand participated 
and did not require councils to commit to future phases of the reform programme, to transfer 
their assets and/or liabilities, or establish new water entities. This stage of the programme 
was supported by stimulus funding, provided to all councils to advance water service delivery 
projects.  In return councils agreed to participate and work collaboratively to share 
information and analysis for government to better understand the state of the system for 
delivering 3 waters service and the quality of the asset base.  The 2020 indicative reform 
programme and then anticipated next steps can be found in Attachment 1. 

14 Council completed the significant Request for Information (RFI) process over Christmas and 
New Year 2020/21, providing DIA with information about Council’s three waters assets, 
operating model and financial model. DIA has used this information, evidence, and modelling 
(provided by all local authorities) to make preliminary decisions on the next stages of reform 
and has concluded that the case for change has been made [Attachment 2]. 

15 In June 2021, the Government announced an integrated and extensive package of reform 
proposals for three waters, together with a comprehensive financial support package. It is this 
Reform Proposal that Council is now considering, and providing feedback to the Government 
on.  

Context 

16 While 67 territorial local authorities currently own and operate the majority of drinking water, 
wastewater and stormwater services across New Zealand, it has been recognised that there 
are varying degrees of challenges being faced, at both a local and national level, in the 
provision of these services including: 

 No consistent application and oversight of standards for 3 waters on a national scale;  

 Funding infrastructure deficits; 

 Complying with drinking water safety standards; 

 Complying with environmental regulations; 

 Meeting increasing community expectations of levels of services; 
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 Building resilience to natural hazards and climate change into three water networks; and 

 Supporting growth and, in some areas, managing decline, into the future. 

17 The overarching principles of the reform programme, rather than providing piecemeal 
solutions, seeks to provide a comprehensive system-wide reform to achieve lasting benefits 
for the local government sector, communities and the environment.  

18 The reform programme has been progressed as a voluntary, partnership-based approach with 
the local government sector, and iwi/Maori as the Crown’s Treaty Partner. 

19 The Joint Three Waters Steering Committee provides collaborative oversight of the reform 
programme that brings together central and local government expertise and experience.  

Regulatory Pressures and Three Waters Reform 

20 The national landscape for water service providers is changing, meaning that the status quo 
operating and investment model may no longer be viable. 

21 The Government is progressing reforms to the regulatory environment to help ensure all New 
Zealanders have access to affordable and safe drinking water; and stormwater and 
wastewater services that meet modern public health and environmental standards and 
expectations.  

22 Critical parts of the overall reform programme, regardless of whether councils continue to 
participate in the reform programme currently set out, or not, include: Public health, 
consumer and environmental protection, the promulgation, monitoring and ultimately 
enforcement where necessary of national standards and the requirement to meet appropriate 
infrastructure investments. 

23 These significant challenges will expose council water suppliers to three main areas of 
regulatory focus, which will significantly raise compliance pressures; and likely require 
substantial investments in infrastructure and services. These include: 

(i) Taumata Arowai ensuring stringent compliance with drinking water safety standards;  

(ii) Taumata Arowai working alongside regional council regulators to provide national 
oversight on the performance of wastewater and stormwater networks; 

(iii) Economic regulation to provide water consumers with assurance of fair and affordable 
pricing, and ensure transparency, efficiencies and appropriate levels of investment 
across three water services. 

Taumata Arowai, the Water Services Bill, and Compliance with Water Standards 

24 Taumata Arowai became a crown entity in March 2021 and takes over from the Ministry of 
Health as the dedicated drinking water regulator when the Water Services Bill is enacted 
(expected later in 2021). 

25 The Water Services Bill, currently receiving its Second Reading in Parliament, will provide 
Taumata Arowai with a comprehensive set of regulatory tools that will be used to ensure that 
drinking water standards are achieved.2 The Bill was informed by targeted engagement with 
iwi/Maori, LGNZ, Kahui Wai Maori (the Maori Freshwater Forum), and a technical advisory 
group and sets out the regulatory formwork that Taumata Arowai will administer. 
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26 If passed, the Bill will: 

 Significantly extend and strengthen the drinking water regulatory framework; 

 Provide oversight and national-level reporting functions for wastewater and 
stormwater, and ‘shine a light’ on the system;  

 See regional councils continue to be the regular of wastewater and stormwater; 

 Incorporate requirements relating to Te Mana o te Wai; and 

 May potentially require substantial additional investment from those networks not 
meeting standards or expectations.3  

27 Taumata Arowai is developing services according to the Water Services Bill as currently 
drafted. The Water Services Bill places clear obligations on Taumata Arowai to consult on 
drinking water standards, compliance rules, aesthetic values and acceptable solutions or 
verification methods. It will administer the regulatory framework set out in the Bill (when 
enacted), and it is clear it will not be operating the status quo. 

28 The current drinking water standards remain unchanged from the 2018 revision. However, in 
the new regulatory environment, suppliers will be required to meet these standards. At 
present, many do not. In many cases, to comply with these standards may require additional 
infrastructure investment. It will be difficult for councils (and other water suppliers) to justify 
deferral of required upgrades on the grounds of costs.  

29 Taumata Arowai will have the power to put in place directions and compliance orders to 
ensure that unacceptable risks to public health are resolved in a timely way. It will also be 
enabled to issue infringement fees and prosecute where reckless or wilful behaviour creates 
risk to public health.  

30 These tools will be applied proportionately to the risk, scale and complexity of a water supply 
network. Details will be specified by regulations made under the Water Services Bill (when 
enacted). 

31 Working alongside the Regional Council regulators, Taumata Arowai will also monitor 
compliance with environmental regulations at a national level and drive greater focus on the 
performance of wastewater and stormwater networks. Providing greater oversight and 
national visibility on network performance in this way is expected to increase transparency,  

32 Taumata Arowai will regulate in accordance with the legislation (Water Services Bill) 
regardless of the outcome of the Three Waters Service Delivery Reform. Timaru District 
Council will have to meet the regulatory standards and performance measures overseen by 
Taumata Arowai whether it opts in, or out of the reform proposals.  

33 Council is supportive of establishing Taumata Arowai as an independent agency that sets and 
monitors national standards as part of improving three waters service delivery for 
communities with the aim of realising significant public health, environmental, economic, and 
other benefits over the medium to long term.    

                                                      

3 Te Mana o te Wai is the central principle of the Government’s national direction on freshwater management and refers 

to the vital importance of water. It establishes a hierarchy of obligations: the health and wellbeing of water; the heath 
of people; the ability of people and communities to provide for their social, economic and cultural wellbeing.  
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34 Council supports the Productivity Commission’s findings (in their 2019 review of Local 
Government Funding and Financing), that an effective regulatory regime in needed for the 
three waters. The Commission states: 

 “The performance of the three-waters sector can be substantially improved by (1) 
rigorously enforcing minimum performance levels; and (2) leaving it to councils to decide 
how they structure and operate their water businesses to meet these performance 
levels.”4 

Economic Regulation (subject to further decisions) 

35 Economic regulation plays a critical role in protecting and enhancing the long-term interests 
of consumers and providing high-quality performance information. Ministers have agreed that 
the three waters sector will be subject to economic regulation that will ensure there is good 
service quality of the consumer, the right level of investment, and drive efficiency gains – 
including a requirement to meet depreciation, protection against inefficiencies and the 
removal of opportunities for monopoly/excessive pricing.  

36 Economic regulation will provide greater transparency about the cost and performance of 
three water services and infrastructure and strengthen accountability for performance. It is 
intended that price quality regulation will be introduced to ensure the new entities are 
operating efficiently, performing effectively, and charging a fair price to consumers.  

37 While final decisions are yet to be taken on economic regulation, due to the need for sector 
and public consultation, the regime is likely to involve: 

(i) Individualised price quality paths – plus information disclosure requirements for the 
proposed new Water Service Entities and a form of information disclosure for Councils 
that opt out of the Water Service Entities; 

(ii) Minimum service quality standards (in addition to the standards set by Taumata 
Arowai); and 

(iii) The appointment of an independent and credible economic regulator (e.g. the 
Commerce Commission) to administer the regime. 

38 A discussion paper on three waters economic regulation is due to be published later this year. 
Mechanisms anticipated to be considered through the paper include: 

(i) The design of an appropriate dispute resolution process; 

(ii) The establishment of a consumer advocacy council (or the extension of an existing body) 
to provide expert advocacy on behalf of consumers;  

(iii) Options to protect consumers who are vulnerable due to their age, health, disability, or 
financial position; and  

(iv) An ability for a regulator to mandate service quality codes; the process for setting prices, 
including requirements for pricing transparency. 

39 Economic regulation falls within the portfolio of the Minister of Commerce and Consumer 
Affairs. Preparation of advice will be led by the Ministry of Business, Innovation and 
Employment, in consultation with the Department of Internal Affairs and Treasury.  

                                                      

4 “Local Government Funding and Financing”, Productivity Commission, 2019, p. 293 
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Previous Council Decisions and Engagement 

40 As part of the reform programme launch in July 2020, the Government announced funding to 
provide immediate stimulus funding to maintain and improve three water networks 
infrastructure, and support a three year programme of reform of local government water 
services delivery arrangements. 

41 Central and local government considered it timely to apply targeted infrastructure stimulus 
investment to enable improvements to water service delivery, progress reform in partnership, 
and ensure the period of economic recovery following Covid-19 supported a transition to a 
productive, sustainable economy. 

42 At its 11 August 2020 meeting, Council resolved to: 

“opt into the Government three waters reform initiative and to sign the Memorandum of 
Understanding (MoU) and Funding Agreement” 

43 It is relevant to note that the MoU specifically acknowledged the right of Council to choose 
whether or not they wish to continue to participate in the reform programme beyond the 
term of the MoU.   

44 All eligible councils signed the MoU and associated Funding Agreement for the first stage of 
the Three Waters Services Reform Programme.  

45 Council received $6.8 million of stimulus funding for new projects. 

46 As part of the MoU, Council worked collaboratively with Government and completed a 
Request for Information (RFI), providing DIA with a large volume of information about 
Council’s three waters assets, operating model and financial model.  

47 Subsequent to the first stage of funding, the Mayor, Councillors and council officers have been 
involved in a series of engagements with the Joint Steering Committee, DIA and LGNZ.   

Government’s June 2021 announcements and information releases 

48 In June 2021 a suite of information was released by the Government that covered estimated 
potential investment requirements for New Zealand, scope for efficiency gains from 
transformation of the three waters service and the potential economic (efficiency) impacts of 
various aggregation scenarios.5  A summary is included in Attachment 3. 

49 In summary, the modelling indicated a likely range for future investment requirements at a 
national level in the order of $120 billion to $185 billion, and an average household cost for 
councils on a standalone basis to be between $1910 and $8690 by 2051.  

50 It also estimated these average household costs could be reduced to between $800 and $1640 
per household and efficiencies in the range of 45% over 15-30 years if the reform process went 
ahead.  An additional 5,800 to 9,300 jobs and an increase in GDP of between $14b and $23b 
(in Nett Present Value, NPV terms) over 30 years were also forecast.  It is relevant to note that 
the assumptions, modelling and lack of independent assurance are such that reliance on the 
Government’s analysis as a basis for reform is, at this point, highly contestable.  It carries a 
very significant risk that the projected benefits may not be realised, with a consequential 

                                                      

5 This information, including peer reviews and the Minister’s briefing can be accessed at: 

https://www.dia.govt.nz/Three-Waters-Reform-Programme and release-of-second-stage-evidence-base-released-
june-2021.   

https://www.dia.govt.nz/Three-Waters-Reform-Programme
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/briefing-three-waters-review-release-of-second-stage-evidence-base-released-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/briefing-three-waters-review-release-of-second-stage-evidence-base-released-june-2021.pdf
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effect that suboptimal outcomes will materialise with significantly adverse outcomes for the 
Timaru community.  

51 As a result of its modelling, the Government has decided to: 

 establish four statutory, publicly-owned water services entities that own and operate 
three waters infrastructure on behalf of local authorities; 

 establish independent, competency-based boards to govern the entities; 

 set a clear national policy direction for the three waters sector, including integration 
with any new spatial / resource management planning processes; 

 establish an economic regulation regime; and 

 develop an industry transformation strategy.  

52 As detailed above, the Timaru District has been placed in Water Services Entity D, although 
the precise boundaries are still up for discussion.  

 

53 A range of factors have been considered to determine the number and boundaries of the 
entities, including; 

(i) Potential to achieve scale benefits from a larger water service delivery entity to a 
broader population/customer base; 

(ii) Alignment of geographical boundaries to encompass natural communities of interest, 
belonging and identity include rohe/takiwa; and 

(iii) Relationship with relevant regulatory boundaries including to enable water to be 
managed from source to sea – ki atu ki tai. 

54 The proposed governance structure for the water services entity, which has been described 
by Treasury, as complicated, is depicted in the below graphic. 
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55 The current governance structure for water service delivery in the Timaru District is depicted 
below: 

 

56 The proposed structure of the system would see four water entities having the oversight, 
governance, management and controls to provide the level of focus and independence 
required to deliver the Government’s reform objectives. 

57 Three waters assets would transfer from councils to the new entities and would sit on the 
balance sheet of the entities. Councils would collectively own the Water Service Entity, on 
behalf of their communities. While local authorities are the ‘owners’ of the entity – this is a 
‘no shareholding’ ownership, with no financial recognition of the ownership.  Property rights 
that a community usually attaches to and associates with its ownership of its 3 waters’ assets 
in a conventional sense will not be enjoyed in the same way in the proposed structure.  

58 Local authorities, alongside mana whenua, will form a Regional Representative Group that will 
set expectations for the entity and select an independent panel to appoint the entity board.  

59 The structure of the entities and their establishing legislation are designed to protect against 
future privatisation – continued public ownership of three waters infrastructure is a stated 
bottom line for the Government.  
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60 The Government has set out proposed safeguards against privatisation including: 

 Requiring any proposal for privatisation to be endorsed by the Regional Representative 
Group by at least a 75% majority; 

 A referendum requiring 75% in favour of a proposal to privatise; and  

 Legislative and select committee processes to legally enable privatisation.6  

Government’s July 2021 announcements and reform support package 

61 Throughout the review and reform programme the local government sector, through LGNZ’s 
National Council, Taituara (formerly Society of Local Government Managers) and the Joint 
Steering Committee have been working with the Government to ensure the Government’s 
policy proposals regarding the three waters is cognisant of the broader local government 
operating system.7  

62 The Government and LGNZ have committed to working in partnership with the local 
government sector, not just on the three waters reform, but on other challenges and 
opportunities. The Government and LGNZ signed a Heads of Agreement in July 2021 for a 
partnering commitment to support three waters service delivery reform.8 

63 On 15 July 2021, in partnership with LGNZ, the Government announced a package of $2.5 
billion to support councils to transition to the new water entities and to invest in community 
wellbeing. The package has two financial components: 

(i) “Better off” component: Support for local government to invest in communities’ 
wellbeing. Councils will be able to use this funding to support the delivery of local 
wellbeing outcomes associated with climate change and resilience, housing and local 
place making.  

(ii) This has been communicated that all councils and their communities will be better off 
under reform. This part of the investment totals $2 billion ($1 billion from the Crown 
and $1 billion from the new water services entities), with $500 million being available 
from 1 July 2022. It will be allocated between councils according to a nationally 
consistent formula - reflecting population (75%), deprivation (20%) and land area (5%). 

(iii) “No worse off” component: Targeted support to ensure no councils are financially 
worse off as a result of transferring their three waters assets. This estimated $500 
million allocated (sourced from the new water service entities) is designed to ensure 
that no council is in a materially worse position financially to continue to provide 
services to its community as a direct result of the reform, and to protect  councils from 
any negative financial consequences of the asset transfer. 

(iv) This includes provision of up to $250 million support for councils to meet the 
unavoidable costs of stranded overheads associated with the transfer of water assets, 
liabilities and revenues. The remainder of this allocation will be used to address adverse 
impacts on the financial sustainability of territorial authorities. 

                                                      

6 Further details on the protections against privatization can be found on page 26 of the DIA’s Case for Change and 

Summary of Proposals. 
7 The Steering Committee comprises independent chair Brian Hanna, local government mayors, chairs and chief 

executives, representatives of Local Government New Zealand and Taituarā, officials and advisors from the Department 
of Internal Affairs, Taumata Arowai, the Ministry of Business, Innovation and Employment and the Treasury. 
8 See the Heads of Agreement signed between the Government and LGNZ. 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
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64 In addition to the $2.5 billion support package, the Government expects to meet the 
reasonable costs associated with the transition period, including staff involvement in working 
with the establishment entities and transition unit, and provision for reasonable legal, 
accounting and audit costs.  

65 Timaru District Council’s “better off” funding allocation is $19.9 million and the “no worse off” 
allocation is expected to be approximately $3 million.  

66 The detail of the funding (including expectations around the use of reserves) and the full list 
of allocations is found in Attachment 4. DIA is continuing to work with LGNZ to develop the 
process for accessing the various components of the support package, including conditions 
that would be attached to any funding.  

67 In addition to the funding announcements, through the Heads of Agreement, the Government 
and LGNZ agreed that local authorities be provided a reasonable period, from the end of the 
LGNZ Conference (17 July) through to 1 October to consider the impact of the service delivery 
reform (including the financial support package) on them and their communities and an 
opportunity to provide feedback.  

68 The Government and LGNZ are seeking feedback on the potential impacts of the reform and 
how it could be improved, and outstanding critical issues resolved.  

69 The purpose of this period for all local authorities has been to: 

(i) Engage with and understand the large amount of information that has been released on 
the nature of the challenges facing the sector, the case for change, and the proposed 
package of reforms, including the financial support package; 

(ii) Take advantage of the range of engagement opportunities to fully understand the 
Government’s proposal and how it affects Timaru District Council and the community; 
and 

(iii) Identify issues of local concern and provide feedback to the Government and LGNZ on 
what these are and suggestions for how the proposal could be strengthened.  

70 Throughout this period, the Government is continuing to engage with local government and 
iwi/Māori on some of the unresolved critical issue, including: 

i. the boundaries of the Water Service Entities; 

ii. how local authorities can continue to have influence on service outcomes and other 
issues of importance to their communities (eg chlorine-free water); 

iii. ensuring there is appropriate integration between the needs, planning and priorities of 
local authorities and those of the Water Service Entities; 

iv. how to strengthen the accountability of the Water Service Entities to the communities 
that they serve, for example through a water ombudsman; and 

v. Rural water schemes.  

71 As a result of these announcements, the original timetable for implementing the reform 
(outlined in Attachment 1) and for councils to consult on a decision to opt-in (or not), no longer 
applies.   

72 It is important to note that the Government has not ruled out legislating for an “all-in” 
approach to reform to realise the national interest benefits of the reform.  This will represent 
a departure from its previously stated position, and as set out in the MoU, that Council will 
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have a right to choose whether or not they wish to continue to participate in the reform 
programme beyond the term of the MoU (that came to an end at 30 June 2021).   

73 On the assumption that the reform goes ahead, it is anticipated that councils will continue to 
deliver water services until at least early 2024 and council involvement in transition will be 
required throughout.  

74 Following this engagement period, post 1 October 2021, the Government will consider all 
feedback and suggestions provided by local authorities, iwi/Maori, and other stakeholders, in 
partnership with the Joint Steering Committee. It will also consider the next steps, including 
the transition and implementation pathway, and revised timing for decision-making, which 
could accommodate the time required for any community or public consultation.  

Timaru District Council Specific Information and Analysis 

75 While the Government and LGNZ consider that the national case for change has been made, 
each council will ultimately need to make a decision based on its local context.  

76 Councils do not have a national interest test for their decision making.  Sections 10 and 14 of 
the Local Government Act 2002 (LGA) set out the purpose of, and principles relating, to local 
authorities. These sections require Councils to act in the interests of their communities and 
the community’s wellbeing (now and into the future), provide opportunities for Māori to 
contribute to their decision-making processes, ensure prudent stewardship and the efficient 
and effective use of its resources in the interests of the district or region (including planning 
effectively for the future management of its assets) and take a sustainable development 
approach.9 

77 With this in mind, the following data and analysis is provided to focus Council’s decision-
making on the potential impacts, opportunities and challenges presented by the reform 
proposal, and alternative options for water service delivery, for the Timaru District, now and 
into the future.    

78 DIA has a released a public tool to show the potential impacts of three waters reform on local 
authorities and communities across New Zealand.  

79 The dashboard tool includes a series of indicators that users can interact with to consider 
information that is relevant to their council. The dashboards draw on relevant information 
that was supplied by councils as part of the RFI (undertaken between October 2020 and 
February 2021). It also includes information from the WICS report and a Deloitte report on the 
broader economic analysis of the potential impact of reform on the economy and workforce. 
These indicators are a point-in-time snapshot and should be treated as indicative and 
reflective of the time at which the data was provided.  

80 The Timaru District Council dashboard as prepared by DIA is provided below:

                                                      

9 See for example sections 10 and 14 of the LGA. 
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DIA (WICS) Data and the Financial Impact of the Proposal: 

81 DIA (based on several assumptions) states the average cost per Timaru District household for 
three waters services is $1,030 per annum (2021/22 financial year). The dashboard indicates 
that this cost will increase to $1640 per annum by 2051 under the reform scenario, while if 
Council opts out of the proposal and continues to provide water services, household bills 
would rise to $5029 by 2051. 

82 The significant increase in household costs (represented in the No Reform scenario on the 
dashboard) is partly driven by WICS forecast that there is huge investment required to lift New 
Zealand’s Three Waters infrastructure to higher standards from a quality, environmental and 
efficiency viewpoint. WICS have consider international standards, particularly those in the UK 
and their own achievements in Scotland.  

83 While prepared at the national level the WICS data has been peer reviewed by Farrierswier 
and Beca to ensure that both the modelling and underlying assumptions are reasonable in the 
New Zealand context.10 It is relevant to note that to fully assess the reliance to be placed on 
the peer reviews it is necessary to review their terms of reference.  At that point it possible to 
form a view on the degree to which it provides a reasonable indication of the “order of 
magnitude”11 of the gains that can be delivered though the new system and the level of future 
investment Council is likely to need to make over the next 30 years.  In addition, to be fully 
informed on the gains and benefits it is necessary to understand the regulatory framework 
and time frames for implementation and the price paths that an economic regulator may 
establish that will inform the improvements to and uplift in the 3 waters service delivery and 
the infrastructural assets.    

84 However, a report prepared for Council by consultants, Castalia, states that “the Reform 
Scenario is based on faulty assumptions and flawed analysis”.12 See Attachment 5 for 
Castalia’s report. Castalia have advised Council that, in their view, the WICS modelling is based 
on three “implausible assumptions”: 

 That New Zealand’s level of water investment should match that of Scotland; 

 That the amalgamated entities can achieve 53.3% opex and 50% capex savings; and 

 Councils that opt out of the reform proposals will make no improvements whatsoever.13 

85 Morrison Low also point out in their review of the WICS data commissioned by Council, that 
WICS have assumed a ten-year investment requirement of $495 million, which is over triple 
Council’s own constrained investment programme provided to WICS in the RFI. - see 
Attachment 6.14 They also identify other assumptions used by WICS resulting in the significant 
difference in household charges under each scenario that do not align with the reality in the 
Timaru District, including: 

                                                      

10 The Farrierswier and Becca reports are available on the DIA Three Waters Reform website: Farrierswier, Three Waters 

Report: Review of methodology and assumptions underpinning economic analysis of aggregation. Beca, DIA Three 
Waters Reform – WICS Modelling Phase 2: Review of Assumptions between Scotland and New Zealand Three Waters 
Systems 
11 Farrierswier, Three Waters Reform, page iv. 
12 “Advice on Water Reform: Report to Timaru District Council”, Castalia, September 2021, p.6. 
13 Castalia, p.6. 
14 “Review of WICS Data: Timaru District Council”, Morrison Low, September 2021, p. 1. 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/farrierswier-three-waters-reform-programme-review-of-wics-methodology-and-assumptions-underpinning-economic-analysis-of-aggregation-released-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/farrierswier-three-waters-reform-programme-review-of-wics-methodology-and-assumptions-underpinning-economic-analysis-of-aggregation-released-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/beca-report-dia-three-waters-reform-wics-modelling-phase-2.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/beca-report-dia-three-waters-reform-wics-modelling-phase-2.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/beca-report-dia-three-waters-reform-wics-modelling-phase-2.pdf
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 The proportion of revenue received from households (WICS assume 70% - TDC actual 
58%) – the remainder of revenue coming from industrial users and financial 
contributions. 

 The number of household connections (WICS assume 14,934 – TDC actual 16,849) 

 The application of the Council’s debt capacity (set by the Local Government Funding 
Agency) of 250% to debt and revenue associated with the three waters in isolation of 
other Council activities with lower borrowing requirements. Morrison Low suggest a 
ratio of 500% is more appropriate; and 

 The assumption that the proposed water entities will be able to achieve operating and 
capital efficiencies of 53.3% and 50% respectively.15 

86 Council’s Long Term Plan (LTP) 2021-31 budgets $153 million of capital investment in the three 
waters over the next ten years, and the 30 year Infrastructure Strategy includes $404 million 
of investment, demonstrating that there is significant investment required over the next thirty 
years. These budgets were prepared acknowledging that regulatory standards would tighten, 
and that there will be more monitoring and enforcement in the future.  

87 However, it is important to recognise that even with the acknowledgment noted above, there 
will also be significant capital and operating cost challenges not yet reflected in Council’s LTP 
or Infrastructure Strategy, due to their uncertainty or due to the future increased delivery 
standards likely to be required by the new water regulator Taumata Arowai. As such, Council 
modelling reflected in the current LTP, Infrastructure Strategy, and RFI data largely reflects 
planning for the ‘status quo’ – the delivery of three waters at existing levels of service with 
some capacity for growth. 

88 Some of these costs are becoming more certain as a result of the water reform programme, 
and as the Water Services Bill progresses, but Council has not yet undertaken any financial 
modelling on many of these issues.  

89 These future challenges include: 

 Proposed lifting of New Zealand Drinking Water Standards; 

 Requirement of the Water Services Bill for local authorities to ensure non-council 
supplies are brought up to the higher standards. This will affect many small rural supplies 
and will be beyond this Council’s ability to resource at current funding levels and on 
current funding models; 

 Lift in stormwater and wastewater discharge standards; 

 Increased investment requirements due to technological developments; 

 Droughts are expected more frequently. This may put pressure on drinking water 
supplies and supply constraints, including metering and storage reservoirs, will become 
very important. 

 Climate change mitigation is requiring greater focus. Predictions for Canterbury, 
including the Timaru District include more frequent and heavier rainfall events, which 
will present stormwater infrastructure capacity, sewerage inundation and infiltration, 
and drinking water turbidity challenges. 

                                                      

15 Morrison Low, p.1. 
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 Coastal sewerage treatment plants, particularly at Washdyke, and communities on 
septic tanks will need to address sea level rise in the longer term. 

 The upgrade costs to maintain current standards will be extremely high, and even higher 
when Taumata Arowai impose higher discharge quality requirements.  

 Improving seismic resilience will also be an ongoing challenge.  

 Providing and funding residential and industrial growth will continue to be an ongoing 
challenge.  

90 Morrison Low point out that, while their report concentrates on the financial analysis provided 
to Council through the DIA dashboard “it is important to highlight that this is only one part of 
the wider suite of information that councils need to consider when looking at the proposed 
reform. The impacts, benefits, issues and risks of reform are far more wide ranging than just 
the financial impacts.”16 They highlight the impact matrix developed by LGNZ as good starting 
point for considering the broader impacts of the reform.  

 

91 Castalia have advised Council that: 

“The government’s evidence base and analysis does not establish if the reforms provide a net 
benefit to TDC … We recommend that TDC carry out a proper net benefit analysis that includes 
the full range of options together with transparent data, sound and contestable analysis so 
these options can be properly evaluated … TDC could prepare a constructive counter-proposal 
that achieves desirable objective, while avoiding the risks and costs of the Reform Scenario.”17 

92 Both reports indicate that as the Three Waters Reform Programme progresses, Council may 
need to undertake further analysis of the factors driving the potential impacts of the reform 

                                                      

16 Morrison Low, p. 3. 
17 Castalia, p. 9. 
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and alternative options for three water service delivery in the District, to inform future 
decision-making.   

Council Decision-making regarding Three Waters Reform 

93 Part 6 of the LGA, sections 76 to 90, provide the requirements for decision-making and 
consultation, including the principles of consultation and information that needs to be 
provided including the reasons for the proposal and the reasonably practicable options.   

94 In particular, section 76 requires that in making a significant decision, which a decision on the 
future management and or ownership of three waters assets will be, councils must comply 
with the decision-making provisions. This is a ‘higher bar’ than the “promote compliance with” 
that applies for ordinary decisions.   

95 Section 77 states that councils must seek to identify all reasonably practicable options and 
then assess the advantages and disadvantages of each option.  

96 Section 78 requires that in the course of making a decision a Council must consider community 
views but section 78(3) explicitly says that consideration of community views does not require 
consultation, which is reinforced by case law. 

97 Section 79 gives Council discretion to decide how the above Part 6 requirements are met 
including the extent of analysis done etc. Therefore, while a decision could be challenged, a 
judicial review is unlikely to be successful unless the decision made by council was manifestly 
unreasonable, the process was flawed or the decision was beyond its powers (as given in law, 
ie the council did not act within the law). 

98 However, despite section 79 of the LGA, a decision to transfer the ownership or control of a 
strategic asset from the council (or to it) must explicitly be provided for in the council’s Long 
Term Plan (and have been consulted on specifically in its consultation document).   

99 Council’s existing LTP and the consultation information and process used to develop it will not 
suffice to meet this test, as Council did not itself have adequate information on the options 
and the implications earlier this year when it consulted on the LTP.  An LTP amendment and 
commensurate consultation process on the ownership and governance arrangements and 
asset transfers proposed would be necessary. 

100 There are also provisions in the LGA that relate to unlawful decisions to sell or dispose of 
assets, which can be investigated by the Auditor-General.18   

101 A decision to opt-out would also be affected by the consultation and decision-making 
requirements set out in this report, including the need to follow a robust process that could 
survive a judicial review, as well as make a final decision that was not manifestly unreasonable 
in the circumstances.   

102 Given the Government’s  

 8 week period of engagement with mana whenua and councils  

 commitment to explore issues such as council and community influence of service 
outcomes, integration with other reform proposals, spatial and local planning; 

 request for councils to give feedback on the proposal, identify issues and solutions; 

                                                      

18 See sections 43 to 47 of the LGA. 
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 and uncertainty around next steps, including whether the reform may become 
mandatory or legislative change will remove legal barriers to opting in; 

it would be premature to make a decision to either opt in or out of the reform process and 
may expose the Council to litigation risk.   

103 A Bill to progress the reforms could address the issues raised above, for example removing 
the section 130 requirements has explicitly been raised. 

104 At this stage, no decision is required on future delivery arrangements.  Based on the analysis 
in this report, Council should wait until it has further information before consulting on and/or 
making a decision on the Government’s proposal. 

105 It is recommended that the Council therefore notes the options canvassed in this report, the 
high-level analysis of them and the information and decisions that are yet to be made.   

106 If reform is not made mandatory, to ensure sufficient information is available to meet the 
moral and legal requirements of Council decision-making, staff will further develop the 
analysis of options (based on further information from the Government, advice on next steps, 
and regional discussions) prior to Council decision making and consultation on future water 
services delivery. Whether this is ultimately required will be dependent on where the 
Government gets to with the reform process and the decisions it makes after 30 September 
2021. 

Community Engagement 

107 Over the last eight weeks Council has undertaken engagement to help inform the community 
through social and print media of the Mayor and Council’s views on the proposal, and sought 
community feedback on via a survey on Council’s website and in The Courier. 

108 As of 21 September, 1119 responses to the service had been received. The survey questions 
and results are depicted below: 
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109 Based on the surveys received, the majority of respondents are not convinced by the 
Government proposal to amalgamate water services into four super-regional entities, with a 
similar proportion of people stressing the importance of local control of their water services. 

110 A majority of those surveyed did not support stronger regulation over drinking water, waste 
water and stormwater. 

111 The main theme in the comments, as well as on social media commentary around the topic is 
the lack of support for ceding control of the assets from local representatives to either the 
government or a remote body.  

112 There was strong commentary that suggested those surveyed thought the council was doing 
a good job in providing water services over the years, with many taking the ‘it’s not broke, 
don’t fix it’ view. 
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113 Many of those responding showed a strong sense of ownership over the physical assets 
expressed, with many taking the view that we were giving away something that their 
community had built and some feeling that it was being taken. 

114 There was not majority support for stronger regulation, with the majority of respondents 
feeling that it could be delivered under current service models. 

115 Many of the respondents said that they didn’t have the amount of information on the new 
model required to decide and that government information campaigns had not been 
informational enough. 

116 Those in support of the government proposal said that under local control water standards 
had slipped, that there would be cost savings and efficiencies under a larger water provider 
and that council should be thinking bigger than their own district to look at the benefits for 
the whole country. 

117 There were questions about whether smaller areas could obtain the skills and expertise 
required to deliver higher quality services in an affordable way. 

118 This feedback will help inform Council’s submission on the Government’s proposal, and later 
decision-making in relation to opting in or out of the proposed entities. It is important to note 
that this survey did not include an assessment of the options and the implications of those 
options for current and future communities as required by section 82A (Information 
requirements for consultation) of the LGA.  

Timaru District Council Submission to Government  

119 Councils have been specifically asked by the Government and LGNZ to provide solutions to 
three outstanding issues during the next eight weeks: 

(i) Ensuring all communities have both a voice in the system and influence over local 
decisions. This includes assurance that water service entities will understand and 
respond appropriately to communities’ needs and wants, including responding to local 
concerns. 

(ii) Effective representation on the new water service entities’ oversight boards so that 
there is strong strategic guidance from, and accountability to, the communities they 
serve, including iwi/mana whenua participation. This also covers effective assurance 
that entities, will remain in public ownership, cannot be privatised in future. 

(iii) Making sure councils’ plans for growth, as reflected in spatial plans, district plans or 
LTPs, are appropriately integrated with water services planning. This includes that 
planning and delivery of water infrastructure investment is integrated with transport 
and other related infrastructure.  

120 Staff therefore request Elected Members consider the issues that arise from the 
Government’s proposal and any potential solutions so these can be raised with Government 
and LGNZ before the end of September 2021. 

121 Following engagement with the Three Waters Review and the more recent reform proposals, 
Council has raised three primary concerns that are proposed to form the basis of the 
submission to DIA. Council may wish to provide further direction to officers relating to the 
content of this submission. A draft submission will be tabled, detailing the following matters 
of concern already identified by Council, and will be amended to include other issues raised 
by Council during the discussion. 
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(i) Loss of local voice, decision-making, and ability to meet local needs and aspirations. 
Council’s primary concern with regards to the reform proposal is the loss of local control 
and influence over water – something so vital to community wellbeing, local growth and 
development. There is no assurance that strategic projects enabling economic 
development identified by Council and the community as essential will be recognised 
and prioritised appropriately by the new water entity.  

Given Council’s experience with the Waka Kotahi state highway network, there is 
justified concern that future funding will be allocated predominantly to metro areas.  

Council does not have any faith that the proposed governance structure will be 
responsive to the needs and aspirations of the Timaru District, given the many degrees 
of separation. The proposal, as it stands, provides no mechanisms for accountability over 
decision-making and service delivery to local communities by the water entity. 

Responses to Council’s engagement to date clearly show that our community does not 
support joining the reforms as they are currently proposed, with the loss of local voice, 
and ownership the most frequently articulated as unacceptable. 

(ii) The evidence on which the proposal is based is flawed. Council is concerned that as a 
result of this, the stated benefits of the proposal will not be achieved for the Timaru 
District.  

Based on analysis undertaken by both Castalia and Morrison Low, a number of 
assumptions used by WICS are inaccurate when applied to the Timaru District, resulting 
in a significantly inflated projection for future household costs should Council not opt in 
to the proposed Entity D. This presented data misleading for our communities. 

(iii) Three water service delivery reform should not take place in the absence of clear 
regulatory standards, and the framework for financial regulation. In the absence of a 
robust regulatory framework, Council’s ability to plan for the provision of compliant 
water service in the future is hamstrung, as is the ability to assess whether the proposed 
reforms will provide the best outcomes for the Timaru District. 

Council believes it is essential that, before Council-ownership and operation of water 
services is unilaterally lambasted and stripped away, time is allowed for the 
establishment of Taumata Arowai and implementation of the Water Services Bill. This 
will afford local authorities the opportunity to meet the newly defined regulations, in 
consultation with local communities.  

 It is essential that the Government pauses the reform process to allow alignment and 
integration with other local government review process – the reform of the Resource 
Management Act and the Future of Local Government Review.  

Next Steps 

122 Officers will compile all feedback receive from Council and finalise the draft submission to the 
Government. It is proposed that the Mayor and Chief Executive are delegated authority to 
approve the final submission.  

123 Council’s submission will be circulate to all elected members and made available on Council’s 
website to ensure the community are aware on Council’s position on the issues.  

124 As detailed above, from 1 October 2021, the Government will consider all feedback and 
suggestions provided by local authorities, iwi/Maori, and other stakeholders, in partnership 
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with the Joint Steering Committee. It will also consider the next steps, including the transition 
and implementation pathway, and revised timing for decision-making, which could 
accommodate the time required for any community or public consultation.  

125 Council will continue to regularly inform the community about any progress on the Three 
Waters Reform.  

Attachments 

1. Three Waters Reform - 2020 process ⇩  
2. Summary of Government's Case for Change ⇩  
3. Department of Internal Affairs Three Waters Reform Poster ⇩  
4. Three Waters Reform Funding Package Summary ⇩  
5. Castalia Advice on Water Reform to Timaru District Council ⇩  
6. Morrison Low Review of WICS data for TDC ⇩  
7. Timaru District Council Three Waters Survey Provisional Collated Comments    

CCCCC_20210928_AGN_2580_AT_EXTRA_files/CCCCC_20210928_AGN_2580_AT_EXTRA_Attachment_13350_1.PDF
CCCCC_20210928_AGN_2580_AT_EXTRA_files/CCCCC_20210928_AGN_2580_AT_EXTRA_Attachment_13350_2.PDF
CCCCC_20210928_AGN_2580_AT_EXTRA_files/CCCCC_20210928_AGN_2580_AT_EXTRA_Attachment_13350_3.PDF
CCCCC_20210928_AGN_2580_AT_EXTRA_files/CCCCC_20210928_AGN_2580_AT_EXTRA_Attachment_13350_4.PDF
CCCCC_20210928_AGN_2580_AT_EXTRA_files/CCCCC_20210928_AGN_2580_AT_EXTRA_Attachment_13350_5.PDF
CCCCC_20210928_AGN_2580_AT_EXTRA_files/CCCCC_20210928_AGN_2580_AT_EXTRA_Attachment_13350_6.PDF
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