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 A new regulatory framework 
for drinking water, which 
would apply to all drinking 

water suppliers except 
domestic self-suppliers 

 

Local authority responsibilities to: 
• ensure access to safe drinking water for 

communities in their districts 

• work together, and with suppliers, to 
manage risks to sources of drinking 
water 

Establishing ‘Taumata Arowai’ – the Water 
Services Regulator, as a new Crown agent, to:  

• administer and enforce the new drinking water 
regulatory framework 

• undertake a small number of new, centralised 
functions relating to improving the environmental 
performance of wastewater and stormwater 
networks  

Over 2019, the government made the key decisions on regulatory reform: 

These proposal are being implemented through two Bills: 
 

• The Taumata Arowai – the Water Services Regulator Bill, which was introduced to Parliament in December 2019 
and is currently being considered by the Health Committee 
 

• A separate Water Services Bill, which will contain the new drinking water regulatory system, and is expected to 
be introduced mid 2020  



Significant infrastructure investments are 
needed right across NZ 

• Estimated <$5 billion to upgrade wastewater plants discharging to freshwater and 
coastal to meet consent requirements.   

• Around 60% of all wastewater plants require reconsenting in next 10 years (25% are 
already operating on expired consents)  

• <$570 million to upgrade drinking water treatment plants to meet drinking water 
standards 

• Costs hit hardest in our smaller, rural and provincial areas because of smaller 
ratepayer base, big geography to cover and high fixed costs of infrastructure 

• Pipe renewals are on top of this, and are the bigger cost – about 80% of total 
water assets.  We have seen recently in Wellington this is where much of the 
historical underinvestment in renewals and maintenance is impacting 

• International evidence from water reform is that actual costs are 2 to 3 times higher 
than thought pre-reform.  This is likely to be the case too in New Zealand, where 
50% of water pipes are classified to be in ‘unknown condition’. 
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Challenge is greatest for smaller councils with fewer ratepayers to share costs 
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Transitioning the sector to new service delivery and funding 

arrangements is a key enabler of three waters service improvements 

A council-controlled 
organisation that 

manages assets and 
services, and 

determines funding 
(consumers pay 

directly)   
BUT constrained by 
debt limits of parent 

council 

A council-controlled 
organisation that manages 

assets and services, subject to 
requirements and revenue 
from its individual owner 
councils (consumers pay 

through rates)  

Councils manage 
three waters 

assets and 
services, and 

determine 
funding 

(consumers pay 
through rates) 

Watercare model   Wellington water 
model Councils Private 

suppliers  

Small and 
dispersed 
business, 

community, and 
domestic self 

suppliers 
(consumers pay 

suppliers) 

Larger three 
waters service 
providers that 
manage assets 

and services, and 
determine 

funding 
Separated from 
parent council 
balance sheets 

for greater 
borrowing 
capacity 
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Why does government think structure matters? 

• Water infrastructure is long-lived, and lends itself to capital funding from borrowings 
(multigenerational assets) 

• Current structures mean that borrowings for capital investment in water infrastructure must 
fit within council debt limits and be traded off against capital investment needs elsewhere in 
council 

• Councils typically have a debt to revenue upper ceiling of 2.5 times revenue.  Water utilities 
typically have ratios double that – we are significantly underutilising the ability to debt-fund 
the infrastructure deficits  

• Sharing costs amongst communities makes sense – that is why many councils have moved to 
charging for water services on a district wide (rather than targeted rate) basis  

• Scale matters – there are network and capability efficiencies that can be delivered at scale.  
The efficiencies can reduce the level of investment needed in your infrastructure over time – 
savings for your ratepayers  

• In Scotland, for example, pre-reform it had over 1,200 treatment plants across the country.  Post-
reform, it has consolidated those to 450 treatment plants.  We can only do that if water entities can 
design investment at the right scale/geography, with the right capability 
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