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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. 

Strengthening the Regulation of  rinking Water, Wastewater and 
Stormwater 

Portfolios Health / Environment / Local Government 

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

Background 

1 noted that on 5 November 2018, Cabinet: 

1.1 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; 

1.2 invited the Ministers of Loca  Government, Hea th, and Environment (the Ministers) 
to report back to DEV in June 2019, with detai ed po icy proposa s for drinking 
water and environmenta  regu ation of the three waters; 

1.3 invited the Minister of Loca  Government to report back to DEV in  ate 2019, with 
detai ed po icy proposa s for service de ivery arrangements; 

[CAB-18-MIN-0545] 

2 noted that the paper under CAB-19-SUB-0332 sets out a suite of proposa s to strengthen the 
regu atory arrangements for drinking water, wastewater and stormwater; 

3 noted that the Water Services Bi  , which has a category 4 priority on the 2019 Legis ation 
Programme (to be referred to a se ect committee in 2019), wi   imp ement the majority of 
the po icy decisions arising from the paper under CAB-19-SUB-0332, specifica  y proposa s 
for: 

3.1 regu ating drinking water and managing risks to source water; 

3.2 requiring wastewater and stormwater operators to report annua  y on a set of 
nationa  y-prescribed environmenta  performance metrics, and for that information to 
be co  ected, va idated, ana ysed, and pub ished by a centra  regu atory agency; 

3.3 requiring a centra  regu ator to undertake functions and duties re ating to identifying 
and promoting nationa  good practices for stormwater design and management, and 
other matters re ated to wastewater system design and management; 
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4 noted that Māori interests are more c ear y articu ated in a ‘who e of system’ view of water, 
which does not de ineate freshwater, three waters, marine or urban waters; 

noted that the Ministers are working to ref ect Māori interests throughout the three waters 
proposa s, inc uding in the a ignment with the Essentia  Freshwater work programme, in the 
design and operation of a centra  regu ator, and by ref ecting mātauranga and va ues 
throughout the three waters system; 

Part A: A better system for regulating drinking water and protecting source water 

Ensuring people can access water that is safe to drink 

6 noted that the drinking water regu atory system is current y fai ing to provide a   of the 
necessary assurances that drinking water supp ies are safe and re iab e, and that some 
supp iers are not regu ated effective y, whi e many others are not regu ated at a  ; 

7 a reed that a   drinking water supp iers be covered by the drinking water regu atory system, 
except for individua  ‘domestic se f-supp iers’; 

8 a reed that: 

8.1 a   drinking water supp iers be required to provide safe drinking water and comp y 
with drinking water standards on a consistent basis; 

8.2 to he p c arify this new approach, the  esser requirement to take ‘a   practicab e 
steps’ to comp y wou d no  onger feature in drinking water  egis ation; 

9 a reed to estab ish a centra  y- ocated regu ator, which wou d be responsib e for overseeing 
the entire drinking water regu atory system, subject to further advice on options for 
machinery of government arrangements; 

10 a reed that the new regu atory system be imp emented over a five year period, but with the 
fo  owing requirements: 

10.1 from the date of enactment: 

10.1.1 a   drinking water supp iers wou d be required to register with the 
regu ator, and ensure the water they provide is safe to drink; 

10.1.2 a   supp iers that provide drinking water to 500 or more consumers wou d 
be required to prepare/update drinking water safety p ans to a ign with 
proposa s in paragraph 26 be ow, and be operating in accordance with 
those p ans within one year fo  owing enactment; 

10.2 the regu ator’s initia  focus wou d be imp ementing the core components of the 
regu atory system, working with supp iers to bui d capabi ity and understanding, and 
investigating and addressing serious cases of non-comp iance; 

10.3 by the end of the third year fo  owing enactment, the regu ator wou d: 

10.3.1 active y monitor the performance of a   supp iers that provide drinking 
water to 500 or more consumers, and take enforcement action where 
appropriate; 

10.3.2 work with sma  er supp iers to bring them into the regu atory system; 
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10.4 by the end of the fifth year fo  owing enactment, a   drinking water supp iers wou d 
be required to comp y with a   regu atory requirements, and the regu ator wou d take 
action to dea  with non-comp iance; 

11 noted that it may be cha  enging for some supp iers to comp y with their ob igations, and 
that this wi   be managed by a  owing for assistance and time to achieve comp iance, in a 
way that is proportionate to supp ier capabi ity and the comp exity and risks of their water 
supp y systems; 

12 noted that there is a need for further work to determine the phasing of imp ementation for 
supp iers that are not current y covered by the regu atory system, particu ar y very sma   
supp iers, and to ensure regu atory requirements are designed in a way that ref ects 
proportiona ity, with specific consideration to be given to the imp ications for marae, 
particu ar y those in remote  ocations; 

13 noted that the Department of Interna  Affairs, the Ministry of Hea th, and the Ministry of 
Business, Innovation and Emp oyment wi   provide further advice on the matters referred to 
in paragraphs 11 and 12 above, for agreement by the Ministers of Loca  Government, 
Hea th, and Commerce and Consumer Affairs in August 2019; 

14 a reed that the regu ator wi   have a genera  power of exemption for cases where some or 
a   of the requirements in the regu atory system are impracticab e or unreasonab e (such as 
back country huts), and wi   work with affected parties to identify supp ies and agree 
exemptions; 

15 noted that there is a risk that some supp iers may strugg e to comp y with new or enhanced 
regu atory requirements and consider ceasing their operations, but that there is no  ega  
ob igation on non-counci  supp iers to maintain their supp ies; 

16 a reed to manage this risk by giving  oca  authorities c ear responsibi ities to ensure 
communities have access to a re iab e source of safe drinking water, and that this approach 
invo ve the fo  owing provisions: 

16.1 an ob igation on territoria  authorities to inform themse ves about the supp ies of 
drinking water to communities across their districts – inc uding a   non-counci  
supp ies, except those owned/operated by the Crown, and domestic se f-supp iers; 

16.2 a requirement that, if prob ems are identified with a non-counci  supp y, the 
territoria  authority wou d notify the regu ator, and work co  aborative y with the 
supp ier, its consumers, and the regu ator to identify a sustainab e so ution; 

16.3 if a so ution cannot be agreed within a specified timeframe, or if the supp ier exits, 
the territoria  authority wou d be ob iged to ensure safe drinking water continues to 
be provided, but that this does not necessari y mean becoming the supp ier direct y, 
or that the supp y wou d have to be provided via a reticu ated network; 

17 noted that there wi   need to be further consideration of how this approach might work in 
practice, and that further information wi   be inc uded in the further advice referred to in 
paragraph 13 above; 

Protecting drinking water sources 

18 noted that an important princip e of drinking water safety is that source water protection is 
paramount, but that there are a number of deficiencies in the current arrangements for 
protecting sources of drinking water that need to be addressed in order to give effect to this 
princip e; 
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19 a reed to introduce new and enhanced ob igations on regiona  counci s, territoria  
authorities, and water supp iers for managing risks to source waters, inc uding requiring: 

19.1 water supp iers to deve op and imp ement a source water risk management p an, 
which wou d be  odged with a centra  regu ator for auditing and comp iance 
monitoring purposes; 

19.2 regiona  counci s and territoria  authorities to contribute to the deve opment and 
imp ementation of source water risk management p ans; 

19.3 water supp iers to periodica  y monitor source water qua ity at the point of 
abstraction; 

19.4 water supp iers, regiona  counci s and territoria  authorities to share information with 
each other re ated to source water risks, inc uding the  ocation of drinking water 
abstraction points and the resu ts of monitoring of source water qua ity and quantity; 

19.5 regiona  counci s to report annua  trends in source water qua ity and quantity, and to 
periodica  y assess the effectiveness of actions taken to manage risks to source 
waters; 

20 noted that additiona  ob igations are proposed to be given effect through revisions to the 
Nationa  Environmenta  Standard for Sources of Human Drinking Water (NES for Drinking 
Water), and consequentia  amendments to other nationa  direction instruments if required, 
which wou d provide direction on setting source water risk management areas, and require 
regiona  counci s and territoria  authorities to assess and contro  risks to source waters; 

21 a reed to inc ude the proposed revisions to the NES for Drinking Water in the Essentia  
Freshwater discussion document, using the content provided in Appendix 1 to the paper 
under CAB-19-SUB-0332; 

A multi-barrier approach to drinking water safety 

22 a reed that a   drinking water supp iers be required to adopt a mu ti-barrier approach to 
drinking water safety, which considers: 

22.1 preventing hazards entering raw water; 

22.2 removing partic es and hazardous chemica s from the water by physica  treatment; 

22.3 ki  ing or inactivating pathogens in the water by disinfection; 

22.4 maintaining the qua ity of water in the distribution system; 

23 a reed that detai s of the mu ti-barrier approaches being adopted by each supp ier be given 
effect through water safety p ans, or other instruments agreed by the regu ator, and that the 
regu ator be empowered to monitor and enforce comp iance; 

24 a reed that the regu ator have the abi ity to exempt supp iers from requirements to use 
residua  treatment in a distribution system, if the supp ier can demonstrate, to the regu ator’s 
satisfaction, that a   risks to the safety of the water are being managed appropriate y; 

Improving water safety planning 

25 noted that taking a preventative approach to risk management is a princip e of safe drinking 
water, and that effective water safety p anning strengthens the focus on preventative 
measures across the drinking water supp y system; 
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26 a reed to improve the approach to water safety p anning by requiring a   drinking water 
supp iers to prepare and imp ement water safety p ans that: 

26.1 inc ude a   of the e ements of internationa  best practice; 

26.2 wou d be proportionate to the sca e, comp exity and risks of supp y arrangements; 

26.3 wou d be subject to risk-based audit and monitoring by a centra  regu ator; 

A stronger, centralised approach to drinking water compliance, monitoring and enforcement 

27 noted that there are current y weaknesses in the system for comp iance, monitoring and 
enforcement of drinking water regu ation, and that it wou d be beneficia  to centra ise these 
functions within the regu ator proposed in paragraph 9 above, and Part C be ow; 

28 noted that the regu ator wou d need to have a wide range of appropriate powers and 
resources to undertake its comp iance, monitoring and enforcement functions effective y, 
which shou d be commensurate with the powers in simi ar recent  egis ation; 

29 a reed to provide the regu ator with a broad range of comp iance, monitoring and 
enforcement too s, inc uding: 

29.1 providing assistance and advice to supp iers; 

29.2 requiring supp iers to provide information; 

29.3 minor pena ties, inc uding the abi ity to issue instant fines and infringement notices 
for  ow- eve  offences; 

29.4 civi  enforcement, such as the power to issue an enforceab e comp iance notice, with 
an appropriate pena ty attached to fai ure to comp y, and the abi ity for supp iers to 
make undertakings to the regu ator on actions they wi   take to comp y, with an 
agreed pena ty for fai ure to do so; 

29.5 crimina  enforcement; 

29.6 deve oping and imp ementing a scheme for accrediting drinking water supp iers, and 
requiring certain supp iers to participate in this scheme; 

29.7 deve oping and imp ementing a scheme for the registration and  icensing of certain 
peop e who are invo ved in water supp y operations; 

30 a reed that a wider range of pena ties be avai ab e for offences, inc uding fines and the 
possibi ity of persona   iabi ity for specific persons with responsibi ities for water safety; 

31 noted that there may be circumstances in which the regu ator considers these enforcement 
too s are ineffective or inappropriate for dea ing with persistent or serious cases of non-
comp iance or poor performance by a drinking water supp ier; 

32 a reed that the regu atory framework inc ude the abi ity for the regu ator to: 

32.1 identify drinking water supp iers that are performing poor y, at risk of fai ure, or 
a ready fai ing to meet their statutory ob igations; 

32.2 investigate concerns about the performance of drinking water supp iers and 
determine what corrective actions are needed; 
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32.3 work with supp iers and other re evant parties to take corrective actions; 

33 a reed that in situations where the regu ator is dissatisfied with the corrective actions taken 
by a supp ier, or has determined that the supp ier is not capab e of improving its 
performance or carrying out its statutory functions or duties, the regu ator be ab e to: 

33.1 appoint a statutory manager or accredited provider to temporari y manage a drinking 
water supp ier’s operations unti  a sustainab e arrangement is put in p ace; 

33.2 require a drinking water supp ier to transfer the management of its operations to 
another supp ier, on a  ong-term basis; 

Part B: Protecting people and the environment from the negative effects of 
wastewater and stormwater systems 

Lifting the performance and transparency of wastewater and stormwater systems 

34 noted that the current regu atory system does not provide assurances that wastewater and 
stormwater systems are de ivering outcomes that are acceptab e for communities, iwi/Māori, 
and the environment; 

35 noted that measures are proposed to improve the environmenta  regu ation and performance 
of wastewater and stormwater systems, inc uding: 

35.1 the deve opment of a nationa  environmenta  standard for the treatment of 
wastewater discharges and the management of wastewater overf ows; 

35.2 the introduction of new ob igations on wastewater and stormwater network operators 
to manage risks to peop e, property, and the environment associated with the 
operation of their infrastructure networks; 

35.3 the deve opment of nationa  guidance to improve the regu ation and design of 
stormwater services; 

36 noted that there is a  ack of transparency and pub ic reporting on the environmenta  
performance and comp iance of wastewater and stormwater networks, inc uding their 
contribution to environmenta  and pub ic hea th outcomes; 

37 a reed to introduce a regu atory requirement for wastewater and stormwater network 
operators to report annua  y on a set of nationa  y-prescribed environmenta  performance 
metrics; 

38 a reed that a centra  regu ator be required to specify nationa  environmenta  performance 
metrics for wastewater and stormwater networks, and deve op suitab e methods for 
co  ecting, va idating, ana ysing and pub ishing this information; 

39 a reed to inc ude the fo  owing proposa s as part of the Essentia  Freshwater discussion 
document, using the content provided in Appendix 1 to the paper under DEV-19-SUB-0184: 

39.1 a new nationa  environmenta  standard for wastewater discharges and overf ows; 

39.2 new ob igations on wastewater and stormwater network operators to manage risks to 
peop e, property, and the environment; 

39.3 a new regu atory requirement for wastewater and stormwater network operators to 
report annua  y on a set of nationa  y-prescribed environmenta  performance metrics 
and comp iance; 
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39.4 the deve opment of nationa  guidance to improve the regu ation and design of 
stormwater services; 

Improving national-level leadership, oversight and support relating to wastewater and stormwater 

40 noted that there is a  ack of nationa - eve  oversight of the performance of wastewater and 
stormwater operators,  imited centra  stewardship of the system that regu ates these 
operators, and concerns that many regiona  counci s do not provide assurance that good 
environmenta  outcomes are being achieved; 

41 noted that regiona  counci s and service providers require more c arity about what is 
expected of them, and more support from a centra  regu atory agency to he p them meet 
those expectations; 

42 a reed to direct a centra  regu ator to set and pub ish guidance for  oca  authorities 
regarding the comp iance, monitoring and enforcement approaches to be used for 
wastewater and stormwater network operators; 

43 a reed to direct a centra  regu ator to identify and monitor emerging contaminants in 
drinking water, wastewater and stormwater, and to coordinate nationa - eve  po icy 
responses, both regu atory and non-regu atory, where required; 

44 a reed that a centra  regu ator be required to undertake functions re ating to identifying and 
promoting nationa  good practices for wastewater and stormwater network design and 
management, inc uding the deve opment and dissemination of nationa  guide ines; 

Part C: A central regulator to oversee the entire drinking water regulatory system 

45 noted that there are a number of shortcomings with the current system of drinking water 
regu ation, inc uding how and where regu atory functions are undertaken; 

46 a reed that the functions of the centra  y- ocated regu ator, proposed in paragraph 9 above, 
wou d cover a   of the drinking water functions referred to in Parts A and C of the paper 
under CAB-19-SUB-0332, inc uding: 

46.1 sector  eadership; 

46.2 setting standards; 

46.3 comp iance, monitoring and enforcement; 

46.4 capabi ity bui ding, accreditation and  icensing; 

46.5 information, advice and education, inc uding being a centre of technica  and 
scientific expertise; 

46.6 performance reporting; 

47 noted that there are significant synergies between these drinking water regu atory functions, 
and some functions re ating to the regu ation of wastewater and stormwater, and that 
a igning these functions wou d resu t in a better integrated approach to three waters 
regu ation and a regu ator with greater capabi ity and capacity; 
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48 noted that detai ed proposa s and a business case re ating to the institutiona  form of the 
regu ator are sti   being deve oped, and need to be informed by decisions about scope and 
functions being made through the paper under CAB-19-SUB-0332, and by engagement 
across government and with iwi/Māori; 

49 a reed that the detai ed proposa s and business case for the regu ator be prepared on the 
basis that the regu ator’s scope wou d inc ude the drinking water functions referred to in 
paragraph 46 above, and that the business case wou d a so consider the re ative costs, 
benefits, and feasibi ity of the regu ator having a ro e in imp ementing the proposa s in 
Part B of the paper under CAB-19-SUB-0332 re ating to: 

49.1 reviewing, and recommending changes to, nationa  standards for wastewater 
discharges and overf ows; 

49.2 monitoring and auditing the risk management practices of wastewater and 
stormwater network operators, inc uding consent renewa s; 

49.3 co  ecting, ana ysing and pub ishing the information provided by wastewater and 
stormwater operators, in accordance with nationa  y-prescribed environmenta  
performance metrics; 

49.4 identifying and promoting nationa  guide ines and good practices, inc uding for 
setting consent conditions for discharges from stormwater networks, and approaches 
to wastewater and stormwater network design and management; 

49.5 setting nationa  expectations for comp iance, monitoring and enforcement 
approaches for wastewater and stormwater network operators; and/or 

49.6 identifying and monitoring emerging contaminants in drinking water, wastewater, 
and stormwater; 

50 invited the Minister of Loca  Government, in consu tation with the Minister of Hea th and 
Minister for the Environment, to report back to DEV in September 2019 with: 

50.1 proposa s for the institutiona  form,  ocation, costs, and funding of a centra ised 
drinking water regu ator; 

50.2 advice on the costs, benefits, and feasibi ity of the regu ator a so de ivering the 
functions referred to in paragraphs 49.1 – 49.6 above; 

50.3 advice on the sca e and costs of the infrastructure improvements needed to meet the 
new regu atory proposa s, and possib e sources of funding; 

Implementation of proposals 

51 a reed that the proposa s in paragraphs 6 to 33, 37, 42, 43 and 44 above be imp emented 
through the Water Services Bi  ; 

52 a reed to repea  Part 2A of the Hea th Act 1956, which regu ates drinking water, and to 
carry over existing provisions in the Water Services Bi  , a ong the fo  owing  ines: 

52.1 interpretation (sections 69G to 69I):  provisions that continue to be re evant wou d be 
carried over, with amendments as appropriate; 
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52.2 registration (sections 69J to 69N):  provisions wou d be carried over, with changes to 
the processes for registration and de-registration, and the information regu ated 
parties are required to provide to the regu ator; 

52.3 drinking water standards (sections 69O to 69R):  provisions wou d be carried over, 
with moderate changes to ref ect that the regu ator wou d have a ro e in the process 
for reviewing standards; 

52.4 duties of drinking water supp iers (sections 69S to 69ZJ):  most provisions wou d be 
carried over, with minor or moderate amendments, particu ar y in re ation to water 
safety p anning; 

52.5 drinking water assessors and designated officers (sections 69ZK to 69ZX): 
provisions wou d be carried over, but powers wou d be transferred to the regu ator 
(and specific emp oyees, if appropriate); 

52.6 emergency powers (sections 69ZZA to 69ZZG):  provisions wou d be carried over; 
some powers wou d be retained by the responsib e Minister; others wou d be 
transferred to the regu ator; 

52.7 recognised  aboratories (sections 69ZY to 69ZZ):  provisions wou d be carried over, 
with powers transferred to the regu ator; 

52.8 comp iance orders (sections 69ZZH to 69ZZP):  provisions wou d be carried over, 
with  itt e or no change; 

52.9 offences (sections 69ZZQ to 69ZZX):  provisions wou d be carried over, with 
moderate changes; 

52.10 misce  aneous (sections 69ZZY to 69ZZZE):  regu ation-making provisions and 
requirements to pub ish annua  reports wou d continue, with amendment, and be 
adapted to ref ect the proposed new responsibi ities of the regu ator; 

53 directed officia s to progress work on the fo  owing proposa s a ongside the Essentia  
Freshwater programme: 

53.1 deve op a nationa  environmenta  standard for wastewater discharges and overf ows; 

53.2 new ob igations on wastewater and stormwater operators to manage risks to peop e, 
property, and the environment associated with the operation of their infrastructure; 

53.3 deve op a set of nationa  environmenta  performance metrics for wastewater and 
stormwater networks; 

53.4 deve op and pub ish guidance on best practice approaches for regu ating and 
designing stormwater networks; 

54 noted that a technica  advisory group (or groups) is expected to be convened to provide 
advice on the deve opment of the proposa s in paragraph 53 above; 

Legislative implications 

55 invited the Ministers to issue drafting instructions to the Par iamentary Counse  Office to 
give effect to the above proposa s; 
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56 authorised the Ministers and/or the Minister of Commerce and Consumer Affairs to 
approve matters of detai  consistent with po icy that may arise during the course of drafting, 
inc uding any consequentia  amendments to other  egis ation that may be required; 

57 a reed that technica  experts from the water sector, and iwi/Māori representatives, may be 
consu ted, if needed, during the drafting process. 

Michae  Webster 
Secretary of the Cabinet 

Hard-copy distribution: 
Prime Minister 
Deputy Prime Minister 
Minister of Hea th 
Minister for the Environment 
Minister of Loca  Government 
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Ofce o the Minister o Local Government 
Ofce o the Minister o Health 
Ofce o the Minister  or the Environment 

Chair 
Cabinet Economic Development Commitee 

Strengthening the regulaton of drinking water, wastewater and stormwater 

Proposal 

1. This is the second in a series o papers on the Three Waters Review during 2019. It 
seeks agreement to a package o proposals to strengthen the regulatory arrangements 
 or the three waters system: drinking water, wastewater and stormwater. 

1.1 Part A proposes a suite o system-wide re orms to the regulaton o drinking 
water and source water. 

1.2 Part B proposes targeted re orms to improve the regulaton and per ormance o  
wastewater and stormwater systems. 

1.3 Part C proposes a central regulator to carry out new and enhanced  unctons 
relatng to drinking water regulaton, and some specifc wastewater and 
stormwater regulatory  unctons. 

2. I agreed, the majority o the proposals would be progressed through a water services 
bill, which is included in this year’s legislatve programme. The length o this paper 
refects the complexity o the proposals, and the need to provide clear and detailed 
directons to draf this legislaton. 

Executve summary 

3. The three waters are critcal  or the health and wellbeing o New Zealand, and  or 
upholding Te Mana o te Wai1 – the health o the water, the health o the environment, 
and the health o the people. They are also important contributors to a high-
per orming economy, to our internatonal reputaton and as a tourist destnaton. 

4. However, it has become clear that we cannot always be confdent that our water is sa e 
to drink, sources o drinking water are adequately protected, or that acceptable 
environmental outcomes are being achieved through our management o wastewater 
and stormwater. This is putng our naton’s health, environment, and economy at risk. 
It is imperatve, there ore, that we take a new approach to three waters regulaton. 

5. The Havelock North contaminaton event in 2016 drew the naton’s atenton to the 
gravity o this situaton. Around 5,000 people became ill, with up to  our deaths 
associated with the event. The economic costs have been estmated at $21 million, 
spread across individual households, businesses, central and local government, and the 
health and disability sector. We cannot let this happen again. 

6. Even i this event had not occurred, there is stll a very strong case  or change. Every 
year, around 34,000 people across New Zealand become ill  rom their drinking water, 
and many thousands o households must boil their water to drink it sa ely. 

1 Te Mana o te Wai is currently expressed in the Natonal Policy Statement  or Freshwater Management as the
integrated and holistc wellbeing o a  reshwater body. Upholding Te Mana o te Wai acknowledges and 
protects the mauri o the water. 

Page 1  f 42 
2rnfoawa2b 2019-06-25 15:40:29 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



 UNCLASSIFIED 

7. The Government is also investng signifcantly in housing, provincial growth, and urban 
growth, which increases the importance o a resilient and  uture-proo ed three waters 
system. We must act now to bring about much needed improvements, and build 
confdence in this system. 

8. We are proposing a suite o re orms to the drinking water regulatory system. Together, 
these proposals are designed to: 

8.1 Provide clear leadership for drinking water regulaton, through a new central 
regulator, which will be responsible  or carrying out a range o new and 
enhanced  unctons. There will also be clearer accountabilites throughout the 
regulatory system. 

8.2 Signifcantly strengthen compliance, monitoring and enforcement of drinking 
water regulaton, by equipping the regulator with the powers and resources 
needed to support ongoing improvements in compliance, to build capability 
and capacity in the sector, and to take a tougher and more consistent approach 
to en orcement. 

8.3 Efectvely manage risks to drinking water safety and ensure source waters 
are adequately protected, through stronger obligatons on suppliers and local 
authorites to protect drinking water sources, and by requiring suppliers to 
adopt a preventatve approach to risk management, including a mult-barrier 
approach to drinking water sa ety. The  ocus on source protecton recognises 
this is an important barrier against contaminaton, and there is a need  or 
drinking water suppliers and local authorites to play a more proactve role in 
managing risks to source waters. 

8.4 Ensure people can access water that is safe to drink, by requiring all suppliers 
(except individual domestc sel -suppliers) to be part o the regulatory system, 
and to provide sa e drinking water on a consistent basis. This means an 
additonal 2000 suppliers would be brought in to the regulatory system over 
tme, including larger sel -suppliers, such as schools and other educaton 
 acilites, prisons, and de ence  acilites, as well as small rural supplies, and 
small community schemes that serve  ewer than 25 people. (Transiton 
arrangements are proposed that give small suppliers fve years to comply.) 
There will also be a new obligaton on local government to ensure communites 
in their districts have access to sa e drinking water, and to work with non-
council suppliers that may be struggling to maintain their supplies. 

9. We also propose targeted re orms to improve the regulaton and per ormance o  
wastewater and stormwater systems, and strengthen natonal-level leadership, 
oversight and support. The role o government here is diferent  rom its role in drinking 
water regulaton. Regional councils will contnue to regulate wastewater and 
stormwater discharges under the Resource Management Act 1991 (RMA), and 
actvites posing risks to drinking water sources. The role o central government relates 
to proposals  or: 

9.1 New natonal environmental standards for wastewater discharges and 
overfows. The standards would prescribe criteria and methods  or setng 
consent conditons on discharges  rom wastewater treatment plants and 
engineered overfow points. Regional councils would be able to set higher 
standards where needed. 
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9.2 New obligatons on wastewater and stormwater network operators to 
manage risks to people, property, and the environment associated with the 
operaton of their networks, to ensure these in rastructure networks have 
appropriate risk management regimes in place. 

9.3 New requirements for wastewater and stormwater network operators to 
report annually on a set of natonally-prescribed environmental performance 
metrics, to provide greater transparency about the per ormance o these 
networks, and the impacts they have on public and environmental health. 

9.4 Publicaton of guidance for local authorites regarding the compliance, 
monitoring and enforcement approaches to be used  or wastewater and 
stormwater network operators. These expectatons would be set and published 
by a central regulatory agency. 

9.5 Requirements for a central regulatory agency to identfy and promote 
natonal good practces for the design and management of wastewater and 
stormwater networks. This would involve the development and disseminaton 
o natonal guidelines and design standards. 

10. These proposals have been tested through targeted engagement with local 
government and public health stakeholders, technical experts, and iwi/Māori. The 
proposals are also aligned with the Essental Freshwater programme. 

11. Local government has expressed its support  or an independent water regulator, and a 
general acknowledgement that a whole o system approach to source protecton needs 
to include wastewater and stormwater systems. Local authorites have the wellbeing o  
their communites at the heart o their work and support measures to improve the 
sa ety o their water services. 

12. Māori express a relatonship with water as kaitaki/stewards. Those interests do not 
distnguish  reshwater  rom three waters, but rather are a connecton to the water 
environs and its systems. Māori are also suppliers or recipients o water services 
(partcularly to rural marae, papakāinga, and rural communites), and members o  
communites who receive poor quality or no three waters services. The overriding 
concern Māori have expressed through the three waters engagement hui and 
workshops is that all proposals need to uphold Te Mana o te Wai, and need to be 
aligned and integrated with the Government’s other work programmes, including 
Essental Freshwater. 

13. We are seeking agreement, in this paper,  or a central regulator to undertake drinking 
water  unctons, and some specifc wastewater and stormwater regulatory  unctons. 
However, detailed proposals relatng to the insttutonal  orm o the regulator, and 
associated machinery o government arrangements, are stll being developed, and will 
be reported to Cabinet in August 2019. 

14. This approach will not afect the tme rame  or establishing a regulator. Any decisions 
that require legislaton to implement would be included in the water services bill we 
are hoping to introduce be ore the end o this year. The bill will also progress the 
majority o the other proposals in this paper. In partcular, it will repeal provisions in 
Part 2A o the Health Act 1956, which regulates drinking water, and trans er relevant 
provisions into new, dedicated legislaton. 
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15. The costs o re orm will be signifcant  or some communites. The Minister o Local 
Government’s accompanying paper, A plan f r three waters ref rm, sets out these 
high-level costs, and optons and a process  or addressing them. 

16. The costs o  ailure are borne across the country and the solutons needed require a 
system-wide perspectve. However, we do not have a mandate to call on a soluton that 
assumes a sole central government contributon to address signifcant and looming 
new in rastructure and renewal costs. Optons will be explored in a Cabinet paper on 
service delivery and  unding arrangements in late 2019. 

17. The costs should not prevent us  rom proceeding. We consider the actons proposed in 
this paper are needed to provide basic acceptable services, and assure ratepayers and 
communites that good environmental outcomes are being achieved and our drinking 
water supplies are sa e. 

Background and context 

This is th  s cond in a s ri s of pap rs on th  Thr   Wat rs R vi w in 2019, which focus s 
on r forming th  thr   wat rs r gulatory syst m 

18. The frst paper, A plan f r three waters ref rm (June 2019), provides a detailed 
summary o the issues  acing the three waters system, Cabinet decisions made to date, 
and plans  or  uture work. It also explains the broader context  or the regulatory 
re orm proposals that  ollow throughout this associated paper. This context includes 
connectons with the rest o the Three Waters Review (including work on service 
delivery and  unding arrangements), the Essental Freshwater programme, and Te 
Mana o te Wai. 

19. Our most signifcant concern is that three waters services are inadequately regulated in 
New Zealand. Drinking water is essental  or li e, but we cannot be confdent that what 
comes out o the tap is sa e. Every year, around 34,000 people become ill  rom their 
drinking water, and many thousands o households must boil their water to drink it 
sa ely. Efectve wastewater and stormwater management systems are essental  or the 
health o the water, the health o the environment, and the health o the people, but 
these systems  requently have adverse efects on urban waterways, beaches, and 
harbours. 

20. Complex regulatory arrangements currently apply to the three waters system, and 
responsibilites are shared across multple central government agencies, District Health 
Boards (DHBs), and regional councils. 

20.1 Provisions  or regulatng drinking water quality are in Part 2A o the Health Act 
1956 (Health Act), and responsibilites lie with the Ministry o Health and DHBs. 
These provisions are afected by proposals throughout Parts A and C o this 
paper, and would be repealed and amended by the water services bill. 

20.2 The Building Act 2004 and Building Code (administered by the Ministry o  
Business, Innovaton and Employment) regulate drinking water between the 
toby and the tap, mostly via the building consent process when a building is 
built or when the plumbing undergoes a consented renovaton. For example, 
there are requirements  or backfow preventons, and that new homes and 
buildings have potable water. These provisions are unafected by this paper. 
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20.3 There is also a Natonal Environmental Standard (NES)  or Sources o Human 
Drinking Water (NES  or Drinking Water), overseen by the Ministry  or the 
Environment. Revisions to this NES are discussed in Part A o this paper: 
pr tectng drinking water s urces. 

20.4 The regulatory approach to managing the environmental efects o wastewater 
and stormwater is provided under the RMA, and regulatons made under that 
Act. Responsibilites lie with the Ministry  or the Environment and regional 
councils. Proposals in Parts B and C o this paper are relevant to these 
regulatory arrangements, but involve limited changes to existng legislaton. 
These proposals would be largely progressed through a new NES  or 
wastewater discharges and overfows, and new provisions in the water services 
bill to provide necessary risk management and monitoring. 

20.5 Local authority three waters in rastructure and services are regulated under the 
Local Government Act 2002, administered by the Department o Internal 
Afairs. The proposals in this paper only have a small impact on this legislaton, 
in relaton to the proposed obligaton on local authorites to ensure 
communites have access to sa e drinking water. Most proposals that afect 
local authorites would be implemented through amendments to the above 
legislaton and regulatory instruments. 

20.6 The Civil De ence and Emergency Management Act 2002 sets out dutes  or 
li eline utlites relatng to risk reducton, readiness, response, and recovery. 
Responsibilites lie with the Ministry o Civil De ence and Emergency 
Management. This paper does not have any direct implicatons  or this 
legislaton. 

20.7 A number o other pieces o legislaton include three waters re erences, such as 
requirements on specifed partes to provide potable drinking water. The water 
services bill may need to make consequental amendments to this legislaton, to 
ensure consistent terminology and defnitons. 

21. On 5 November 2018, Cabinet invited the Ministers o / or Local Government, Health, 
and Environment to report back to Cabinet Economic Development Commitee (DEV) 
with detailed policy proposals  or drinking water and environmental regulaton o the 
three waters, to enable drafing o legislaton [CAB-18-MIN-0545 re ers]. 

22. The proposals in this paper respond to Cabinet’s invitaton, by setng out a suite o  
inter-connected re orms to the drinking water regulatory system, and targeted re orms 
to improve the regulaton and per ormance o wastewater and stormwater systems. 

23. This package o re orms has been developed to address concerns about the three 
waters regulatory system, which were highlighted in previous papers and are 
summarised throughout this paper. The proposals have also been designed with the 
 ollowing high-level objectves in mind: 

23.1 improve public health and wellbeing; 

23.2 protect and enhance environmental outcomes, including water quality and 
climate change mitgaton; 

23.3 uphold Te Mana o te Wai, provide  or mātauranga Māori to support 
kaitakitanga aspiratons; 

23.4 improve the management o risks to people, property, and the environment; 
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23.5 protect public investment in three waters assets, and ensure resilience to the 
potental efects o climate change; 

23.6 improve transparency about, and accountability  or, the per ormance o three 
waters services and delivery o regulatory  unctons. 

24. We consider that a dedicated regulator and new legislaton will provide a strong basis 
 or achieving these objectves, and help to simpli y some regulatory arrangements. In 
partcular, moving the drinking water provisions out o the mult-purpose Health Act, 
and into a stand-alone piece o legislaton, will ensure a greater  ocus is placed on 
drinking water sa ety. There will also be a beter integrated approach to regulaton 
across related three waters services. 

W  ar  working to r f ct Māori int r sts in th  r gulatory proposals 

25. Māori interests are more clearly artculated in a ‘whole o system’ view o water that 
does not delineate  reshwater, three waters, marine or urban waters. In the Treaty o  
Waitangi context, water is defned as a taonga and this underpins the important 
relatonship to, and with, this resource. 

26. Te Mana o te Wai is an avenue and opportunity  or the Government to engage with 
Māori on this mater. A range o issues are equally important to Māori, as suppliers or 
recipients o water services to marae, papakāinga, and rural communites, and as 
members o communites who receive poor quality or no three waters services. 

27. Māori have consistently identfed improving water quality and ecosystem health as a 
priority, and their  eedback on the three waters proposals refected these concerns; 
that is: 

27.1 that the proposals need to uphold Te Mana o te Wai, and promote a holistc 
approach to water (including having one regulator  or all three waters); 

27.2 that mātauranga Māori (Māori knowledge and expertse about water 
management) should be given equal weight to scientfc knowledge 
(recognising that these are not mutually exclusive) throughout the system; 

27.3 to enable kaitakitanga aspiratons at a catchment by catchment level; 

27.4 protectng existng Treaty setlement arrangements. 

28. Further detail on the issues raised by Māori during engagement, and our approach to 
engagement with Māori, is provided in the consultaton and Treaty o Waitangi sectons 
later in this paper. 

29. We are working to refect Māori interests throughout the proposals, including: 

29.1 stewardship o the three waters system, where there are opportunites to align 
with the work on Essental Freshwater, and refect the Māori-Crown 
relatonship; 

29.2 considering Māori interests and involvement in the design and operaton o a 
central regulator; 

29.3 refectng mātauranga and values throughout the three waters system; 

29.4 providing  or the practce o kaitakitanga at the catchment level. 

Page 6  f 42 
2rnfoawa2b 2019-06-25 15:40:29 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t

http:waters.In


 UNCLASSIFIED 

Comment 

Part A: A beter system for regulatng drinking water and protectng source water 

Ensuring p opl can acc ss wat r that is saf  to drink 

30. Access to sa e and reliable sources o drinking water is essental to li e, and to the 
health, wellbeing, and resilience o our communites. It is also a vital part o a high-
per orming economy,  or our internatonal reputaton, and as a tourist destnaton. 

31. Most consumers cannot assess the quality or sa ety o the water they drink, and have 
litle or no choice about who supplies their water services. This means they have to put 
their trust in those responsible  or supplying and regulatng those services. 

32. Un ortunately, the drinking water regulatory system is currently  ailing to provide all o  
the necessary assurances that water supplies across New Zealand are sa e and reliable. 
There are two core issues: some suppliers are not regulated efectvely, while others 
are not regulated at all. 

33. The regulaton o networked supplies is  ragmented and weak. Many suppliers are 
efectvely unregulated. This includes network supplies to  ewer than 500 people. It 
also includes several kinds o ‘specifed sel -supply’, many o which are insttutons and 
 acilites that serve a lot o people, such as schools, campgrounds, universites, airports, 
and de ence propertes. It is estmated that around 800,000 New Zealanders receive 
their drinking water  rom supplies that are not regulated under the Health Act. 

34. Even when supplies are regulated, the requirements are not strong. For example: 

34.1 Suppliers are required to take “all practcable steps” to supply water that meets 
drinking water standards, but are deemed compliant i they start implementng 
a water sa ety plan. In efect, this means they may be technically compliant 
with the law, even though the water being supplied is not demonstrably sa e. 

34.2 Afordability is a  actor when considering i something is “practcable”. Lack o  
afordability can, there ore, be used as an easy excuse  or not providing sa e 
drinking water. 

35. We consider that  ar more drinking water supplies need to be covered by the 
regulatory system, and that this system needs signifcant strengthening to operate 
efectvely and ensure the provision o sa e drinking water. To help achieve these goals, 
we are seeking agreement to include a suite o related re orms in the proposed water 
services bill: 

35.1 A c ntrally-locat d r gulator would b  r sponsibl  for ov rs  ing th   ntr  
drinking wat r r gulatory syst m. The regulator would have a wide range o  
drinking water  unctons, and some specifc wastewater and stormwater 
regulatory  unctons. Further details are provided in Part C o this paper. 
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35.2 All drinking wat r suppli rs would b  r quir d to provid  saf  drinking wat r. 
An essental principle o drinking water sa ety is that suppliers must own the 
sa ety o the water. In practce, this means requiring all suppliers to ident y 
and manage risks to their drinking water supplies, ensuring they can deliver 
sa e drinking water on a consistent basis. This is a change  rom the existng 
(lesser) requirement to take “all practcable steps” to comply. This change in 
tone would be refected in the new legislaton, and re erences to “all 
practcable steps” would be repealed and not replaced. It is intended that 
compliance will be based largely around requirements  or risk management and 
water sa ety plans proportonate to risk. 

35.3 Strong r obligatons on suppli rs and local gov rnm nt to manag risks to 
drinking wat r saf ty, cl ar r l ad rship and accountabilit s, and a strong r 
approach to complianc , monitoring and  nforc m nt. Further details on 
these proposals are provided later in this paper. 

35.4 All drinking wat r suppli rs would b  cov r d by th  drinking wat r 
r gulatory syst m, and r quir d to r gist r with th  r gulator. The only 
excepton would be  or ‘domestc sel -suppliers’, who are responsible  or the 
supplies to their propertes (using rainwater tanks,  or example), and there ore 
have the ability and incentve to manage the risks to those supplies themselves. 
The bill would repeal existng categories o drinking water supplier, as defned 
in the Health Act, and replace these with new categories that are based less on 
size and more on risk. Domestc sel -suppliers would be defned. The bill would 
also make changes to the current provisions  or registraton and de-registraton, 
and the in ormaton that regulated partes are required to provide (sectons 69J 
to 69N). 

36. This approach would address many o the serious shortcomings with the current 
system, and provide New Zealanders and internatonal visitors with the confdence that 
our drinking water supplies are sa e and reliable. However, it involves a judgement call 
about how  ar to extend the regulatory perimeter, and the pros and cons o diferent 
optons. We have approached the design o the re orm proposals  rom the perspectve 
that everyone should receive sa e drinking water, but recognise that this will impose 
costs in the regulatory system that will be passed on to consumers. 

37. For example, proposals to extend the scope o drinking water regulatory requirements 
afect rural drinking supplies. There are currently approximately 81 rural drinking water 
supplies, 23 o which serve under 100 people. Research by BECA estmates that only a 
small number o these supplies are compliant with the current drinking water 
standards, and that there will be substantal costs associated with upgrading some 
existng plants and processes to achieve compliance. 

38. We are o the view that people in rural New Zealand should have similar access to sa e 
drinking water as people living in urban areas. We also note that point-o -use 
treatment technology provides a cost-efectve soluton  or many rural supplies, and 
that while permited under the current regulatory system, very  ew rural supplies have 
taken advantage o this opton to date. 
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39. As part o the implementaton o the new regulatory requirements, the regulator will 
have an important role in working with rural community suppliers and councils to build 
knowledge, understanding and technical capabilites necessary to ensure  easible, cost-
efectve approaches to providing sa e drinking water. The proposed transiton period 
 or implementng the new regulatory requirements will ensure there is a reasonable 
period o tme  or this to occur. This is discussed  urther below. 

Transit n peri ds t c mply with the new regulat ry system 

40. Our intenton is that anyone who supplies drinking water to a person outside o the 
supplier’s household would be regulated, and be required to register with the 
regulator. This will enable the regulator to establish a comprehensive list o all drinking 
water suppliers, regardless o their size. All suppliers would also be required to provide 
per ormance in ormaton to the regulator, and not y the regulator immediately o any 
known  ailure to provide sa e drinking water. 

41. In efect, this means an estmated 2000 suppliers would be brought in to the regulatory 
system, in additon to the 800 suppliers (approximately) that are currently regulated.2 

The new groups include larger sel -suppliers, such as schools and other educaton 
 acilites, prisons, and de ence  acilites, as well as small rural supplies and small 
community schemes that serve  ewer than 25 people. 

42. We consider that a fve year period would be appropriate to  ully implement the new 
regulatory system. Drinking water suppliers will need to  amiliarise themselves with 
new regulatory arrangements, develop capabilites, and make any necessary changes 
to their supply arrangements and in rastructure. Suppliers that are currently outside o  
the regulatory system are likely to require longer to do this than suppliers that are 
already regulated. 

43. We propose that,  rom the date that the new regulatory system is enacted, all drinking 
water suppliers would be required to register with the regulator, and ensure the water 
they provide is sa e to drink. All suppliers that provide drinking water to 500 or more 
consumers would also be required to prepare/update drinking water sa ety plans to 
meet the new requirements, pass these to the regulator  or audit and compliance 
monitoring purposes, and be operatng in accordance with the plan within one year. 

44. It is intended that the regulator’s inital  ocus would be on implementng all o the core 
components o the regulatory system, ensuring suppliers understand their obligatons 
and are registered, working with suppliers to build capability, monitoring per ormance, 
and investgatng and dealing with serious cases o non-compliance. 

45. We expect that, by the end o the third year o the new regulatory system, the 
regulator would be actvely monitoring the per ormance o those suppliers that 
provide drinking water to 500 or more consumers, and be taking en orcement acton 
where appropriate. The regulator would also be working with other (smaller) suppliers 
to bring them into the regulatory system, so they are able to comply by the end o the 
ffh year  ollowing enactment. 

2 There is uncertainty about the exact numbers o suppliers/supplies that would be afected by the proposals.
There is a lack o in ormaton about many small suppliers and specifed sel -suppliers, either because they are
not required to register or because they  ailed to register. 
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46. We recognise that it may be challenging  or some suppliers to comply with their 
obligatons, partcularly those suppliers that are being brought into the regulatory 
system  or the frst tme. It is envisaged that this would be managed by allowing  or 
assistance and tme to achieve compliance, in a way that is proportonate to supplier 
capability and the complexity and risks o their water supply systems. 

47. We are seeking agreement to include the above implementaton and transiton 
arrangements in the water services bill, subject to  urther advice relatng to the 
phasing and proportonality o regulaton  or very small suppliers. 

48. We consider  urther work is needed to determine the most practcable approach to the 
phasing o implementaton  or suppliers that are not currently covered by the 
regulatory system, partcularly very small suppliers. We also need to ensure regulatory 
requirements (such as water sa ety plans) are designed in a way that refects 
proportonality, and are appropriate  or both the regulated partes and the regulator. 

49. We propose that the Department o Internal Afairs, Ministry o Health, and Ministry o  
Business, Innovaton and Employment will provide detailed advice on this mater,  or 
agreement by the Ministers o Local Government, Health, and Commerce and 
Consumer Afairs in August 2019. This advice will also consider provisions  or 
exemptons, as outlined below. 

A pr cess f r dealing with exempt ns 

50. There will, o course, be cases where regulaton is impractcable or unreasonable. We 
propose to manage these circumstances by providing the regulator with the power to 
exempt certain suppliers  rom complying with any or all o the regulatory 
requirements, on a case-by-case or ‘group’ o supply basis. We seek agreement to 
include this power in the water services bill, and enable the regulator to develop a 
process and criteria  or guiding decisions. 

51. By way o example, back-country huts managed by the Department o Conservaton 
(DOC) would  all within the proposed regulatory system, but may warrant an 
exempton. An exempton may be reasonable given the impractcability o providing 
potable water supplies to these huts, and the  act that users are unlikely to expect to 
receive the same quality o supply in these huts as in other  acilites. This will be 
considered  urther in the advice re erred to in paragraph 49. 

52. There are also cases where supplies are already adequately regulated by other means. 
For example, a  actory manu acturing  ood must meet stringent standards  or its water 
supply under  ood regulaton. Hospitals must meet extremely stringent standards  or 
drinking water and wastewater under the Health and Disability Services Standards. We 
expect the regulator would issue a general exempton  or such cases. 

C sts  f c mpliance 

53. We are aware o concerns about the costs and burdens o compliance. This has been a 
common theme in stakeholder  eedback on the proposals. Māori have also expressed 
concerns about the impact on rural marae, which are ofen already struggling to meet 
other regulatory requirements ( or fre sa ety,  or example). The fnancial implicatons 
o the proposals in this paper are discussed in paragraphs 168 to 178, and the atached 
regulatory impact assessment. The Minister o Local Government’s accompanying 
paper, A plan f r three waters ref rm, also sets out the high-level costs, and optons 
and a process to address them. 
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54. While the costs o re orm will be signifcant, this should not prevent us  rom 
proceeding. We consider the actons proposed in this paper are needed to protect our 
communites, tourists, and internatonal reputaton. We need to build confdence in 
the sa ety o our drinking water supplies, and the organisatons responsible  or 
regulatng and providing those supplies. We will all beneft  rom having water that is 
reliably sa e to drink, across the country. 

55. These are system-wide issues, and the costs o  ailure are borne across the country. 
The solutons also need to be considered  rom a system-wide perspectve. For 
example, at a local level, a case might be made  or adjoining communites to 
cooperate, given there are joint interests and that people, water, and health issues 
move across administratve boundaries. 

56. The cost implicatons, and how these might be addressed, will be explored  urther in 
the paper on service delivery and  unding arrangements, in late 2019. We do not, 
however, have a mandate to call on a soluton that assumes a sole central government 
contributon. 

An  bligat n  n l cal g vernment t ensure c mmunites have access t safe drinking water 

57. There is a risk that some suppliers will struggle to comply with the new or enhanced 
requirements, and a  ew may even cease to operate. There is no legal obligaton on 
non-council suppliers to maintain their supplies, meaning in extreme circumstances 
consumers could be lef without drinking water, unless the Government takes specifc 
measures to prevent that. 

58. We must ensure provisions are in place to ensure this risk is managed. This is also an 
opportunity to address an ongoing issue that there is no clear obligaton on any 
organisaton to step in i suppliers exit. 

59. We are proposing to give local government clearer responsibilites to ensure 
communites contnue to have access to a reliable source o sa e drinking water. This 
would be consistent with councils’ existng roles relatng to public health and sa ety, 
and community wellbeing, more broadly. 

60. We seek agreement that the water services bill provides  or the  ollowing approach: 

60.1 An express obligaton on territorial authorites to in orm themselves about the 
supplies o drinking water to communites across their districts. This could build 
on, but clari y and enhance, existng responsibilites in sectons 124 to 126 o  
the Local Government Act 2002 to assess drinking water services. The 
responsibilites would be explicitly broadened to include all non-council 
drinking water supplies, except those owned/operated by the Crown (such as 
schools and prisons), and domestc sel -suppliers. There would be specifc tme 
periods  or gathering in ormaton, as well as the ability  or communites to alert 
councils to issues with their supplies. 

60.2 A requirement that, i problems are identfed with a non-council supply, the 
council would be expected to in orm the regulator, and work collaboratvely 
with the supplier, its consumers, and the regulator to ident y a sustainable 
soluton. Further in ormaton on the role o the regulator in these situatons is 
provided in the compliance, monitoring and en orcement secton below, 
regarding supplier  ailure or risk o  ailure. 
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60.3 I a soluton cannot be agreed, or i the supplier exits, the council would be 
obliged to ensure sa e drinking water contnues to be provided. The new 
legislaton would be clear that councils may have a range o optons  or meetng 
this obligaton, and the costs and  unding sources associated with diferent 
optons would need to be considered. It would not necessarily mean that the 
council would have to become the supplier directly, or that the supply would 
have to be provided via a retculated network. (For example, it could be done 
by fnding an alternatve supplier, assistng households to become sel -
suppliers, or providing water in a tanker.) Councils would be able to charge  or 
supplies they provide. 

61. There will need to be  urther consideraton about how this approach might work in 
practce, and how partcular maters might be dealt with (such as how assets would be 
treated i a private or community supplier ceased to operate). We propose this is 
included in the August 2019 advice to the Ministers o Local Government, Health, and 
Commerce and Consumer Afairs, re erred to in paragraph 49. 

Ef ctv ly managing risks to drinking wat r saf ty 

Pr tectng drinking water s urces 

62. A key principle o drinking water sa ety is that source protecton is an important barrier 
against contaminaton o drinking water. Giving efect to this principle involves 
proactvely managing risks to source water. However, there are currently a number o  
defciencies in the arrangements  or protectng sources o drinking water. 

63. While source waters are currently regulated under the RMA and the NES  or Drinking 
Water, the scope o the NES is insufcient to manage all risks to source waters. In 
practce, this means regional councils and territorial authorites are not consistently 
imposing appropriate controls on land-use actvites that can afect the sa ety o  
drinking water supplies. 

64. Responsibility  or source protecton is currently  ragmented across regional councils, 
territorial authorites and water suppliers, and there is poor coordinaton and 
in ormaton sharing between these bodies. Moreover, no central agency has oversight 
o the risks to source water, or responsibility  or ensuring councils and suppliers are 
taking appropriate actons to address contaminaton risks. 

65. There is also inadequate monitoring o changes in source water quality across the 
country. There are signifcant gaps in the data, and limited in ormaton on emerging 
risks and issues, such as increasing concentratons o nitrates in ground water and the 
impacts o climate change on the reliability o drinking water supplies. 

66. To address this situaton, we are proposing to introduce new and enhanced obligatons 
and dutes on regional councils, territorial authorites and drinking water suppliers  or 
managing risks to source waters. We seek agreement to include the  ollowing new 
obligatons in the water services bill: 

66.1 Require water suppliers to develop and implement a source water risk 
management plan, as part o water sa ety plans (currently provided  or in the 
Health Act), and  or this plan to be lodged with a central regulator  or auditng 
and compliance monitoring purposes. 
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66.2 Introduce a duty on regional councils and territorial authorites to contribute to 
the development and implementaton o source water risk management plans, 
including providing in ormaton and technical advice to water suppliers, and 
engaging with iwi/Māori as kaitaki. 

66.3 Require water suppliers to periodically monitor source water quality at the 
point o abstracton, in order to ensure existng treatment processes are 
optmised, mātauranga Māori values are provided  or, and to detect any 
signifcant changes to source water quality that require  urther investgaton. 

66.4 Require water suppliers, regional councils and territorial authorites to share 
in ormaton with each other, and iwi/Māori as kaitaki, related to source water 
risks, including the locaton o drinking water abstracton points and the results 
o monitoring o source water quality and quantty. 

66.5 Require regional councils to report annual trends in source water quality and 
quantty in their region, and to periodically assess the efectveness o actons 
taken to manage risks to source waters. 

67. These new requirements would build on existng provisions in the Health Act relatng 
to drinking water sources. For example, there are dutes on suppliers to contribute to 
the protecton o drinking water sources (secton 69U), and provisions relatng to 
contaminaton o water supplies and sources (sectons 69ZZO to 69ZZP). These 
provisions would be carried over into the new legislaton, with amendment. 

68. We are also proposing additonal obligatons, which would be given efect through 
revisions to the NES  or Drinking Water, and consequental amendments to other 
natonal directons instruments under the RMA, i required. The proposed revisions 
would prescribe obligatons  or regional councils and territorial authorites to assess 
and control risks to source waters, including: 

68.1 providing directon on setng source water risk management areas, which will 
defne the spatal area to which the NES  or Drinking Water applies, and the 
types o actvites that must be assessed as potental risks to source waters and 
require public notfcaton; 

68.2 expanding the scope o the regulatons so they apply to all registered water 
supplies serving more than 25 people ( or at least 60 days per calendar year); 

68.3 prescribing a new approach  or managing specifc contaminants in source 
waters, including nitrate-nitrogen, based upon the maximum allowable values 
contained in the drinking water standards; 

68.4 ensuring RMA planning and consentng decisions support the ongoing provision 
o sa e drinking water, by placing appropriate controls on the development and 
use o land in source water risk management zone areas; 

68.5 reviewing plan rules  or actvites located within source water risk management 
zones, to ensure appropriate controls are in place. 

69. These proposed revisions to the NES  or Drinking Water are to be signalled in August 
2019, as part o the Essental Freshwater discussion document,  ollowed by a statutory 
process to develop the details o the regulatons. This will include consultaton with the 
public and iwi/Māori as kaitaki. The proposed content  or the discussion document is 
provided in Appendix 1. 

Page 13  f 42 
2rnfoawa2b 2019-06-25 15:40:29 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



 UNCLASSIFIED 

70. The Minister  or the Environment will make fnal decisions on the proposed revisions to 
the NES  or Drinking Water, once the Minister has received a report and 
recommendatons on the specifc details o the proposed regulatons in accordance 
with secton 46A o the RMA. 

71. We note that the Essental Freshwater programme will also be considering re orms to 
the wider  reshwater management system, which would contribute towards the 
protecton o drinking water sources. 

A mult-barrier appr ach t drinking water safety 

72. Another important principle o drinking water sa ety is use o a mult-barrier approach. 
The Government Inquiry into Havelock North Drinking Water (Havelock North Inquiry) 
recommended that suppliers should be required to adopt a mult-barrier approach, 
and that one o the barriers should be residual disin ecton in the retculaton system, 
using a disin ectant such as chlorine. 

73. The Havelock North Inquiry also accepted that a provision should be made  or 
exemptons. However, any supplier seeking an exempton should have to discharge a 
“heavy onus” o sats ying an appropriately qualifed and experienced body o the 
sa ety o the supply. 

74. We agree that all suppliers should be required in legislaton to adopt a mult-barrier 
approach to drinking water sa ety, which considers: 

74.1 preventng hazards entering the raw water; 

74.2 removing partcles and hazardous chemicals  rom the water by physical 
treatment; 

74.3 killing or inactvatng pathogens in the water by disin ecton; and 

74.4 maintaining the quality o water in the distributon system. 

75. The details o the mult-barrier approaches being adopted by each supplier would be 
given efect through their water sa ety plans, or another instrument agreed by the 
regulator. The regulator would have statutory powers to monitor and en orce 
compliance with these instruments. 

76. We recognise there may be situatons where suppliers wish to provide unchlorinated 
water in a distributon system, both  or large networked supplies and small community 
supplies. We also note that, internatonally, there are examples o suppliers that 
provide sa e drinking water without residual treatment, though, o course, there are 
signifcant cost and other resource implicatons to consider. 

77. We consider the water services bill should provide  or the ability to receive an 
exempton  rom these requirements, i a supplier is able to demonstrate to the 
regulator that all risks in a distributon system are being managed appropriately 
without a residual disin ectant. The burden o proo would lie with the supplier, and 
the regulator would decide whether or not to grant an exempton. 

78. The regulator would assess proposals on a case-by-case basis to ensure all risks are 
being managed appropriately. Large networked supplies, with hundreds o kilometres 
o pipes and extensive water storage in rastructure, would have a signifcant range o  
risks to manage. A small community supply, with litle or no distributon in rastructure, 
may have  ewer risks to manage. 
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79. It should be noted that the proposed mult-barrier approach does not include the 
ability to rely on secure bore classifcaton. The Havelock North Inquiry recommended 
abolishing the secure bore classifcaton system in the drinking water standards. This 
recommendaton is already being implemented through a process  or changing those 
standards. 

80. The basis  or the Inquiry’s recommendaton is that the concept o “secure” 
groundwater is inherently unsa e. While there will be varying degrees o quality o  
groundwater, and some may be o high quality, the word “secure”, and the 
connotatons fowing  rom it, are misleading in a way that has practcal adverse efects. 

Impr ving drinking water safety planning 

81. Taking a preventatve approach to risk management is a  urther principle o sa e 
drinking water, which was highlighted throughout the Havelock North Inquiry. 

82. Water sa ety plans are the internatonally-accepted mechanism  or giving efect to this 
important principle. I done efectvely, water sa ety planning strengthens the  ocus on 
preventatve measures across the drinking water supply system. It should enable 
suppliers to ensure the ongoing supply o sa e drinking water. 

83. Water sa ety plans are currently provided  or in sectons 69Z to 69ZC o the Health Act. 
However, these provisions are relatvely weak and inefectve. They only apply to 
suppliers that provide water to more than 500 people, and those suppliers are only 
required to ‘start’ to implement their plans. There are no clear requirements to 
complete implementaton. 

84. In additon, existng provisions only cover a small component o internatonally-
accepted best practce. Although the Ministry o Health has revised its water sa ety 
planning guidance in accordance with best practce, suppliers are not required to 
 ollow this guidance, and non-compliance cannot be addressed. 

85. We propose to strengthen the approach to water sa ety planning, by introducing 
statutory provisions that require all suppliers to prepare and implement water sa ety 
plans (within appropriate transiton arrangements). These plans would have to include 
the elements o best practce, based on the World Health Organisaton’s recommended 
model. 

86. It is intended that suppliers’ water sa ety plans would be subject to risk-based audit 
and monitoring by a central regulator. The regulator would also have the ability to set 
specifc requirements  or individual water sa ety plans, or types o supplier, and take 
acton in cases o non-compliance. 

87. We seek agreement to repeal existng provisions  or water sa ety plans in the Health 
Act (as part o the wider repeal o Part 2A), and include new provisions in the water 
services bill. The new provisions would give efect to all o the above proposals relatng 
to drinking water sa ety planning, including providing  or a mult-barrier approach to 
water sa ety, and source water risk management plans. There would also be signifcant 
revisions to the current  ramework  or water sa ety planning, such as the process and 
tme rame  or reviewing and amending plans. 
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88. Concerns about the burden o compliance on small suppliers (such as marae and 
papakāinga) have been raised through engagement processes. Our expectaton is that 
the regulator would have the capability to work alongside these suppliers throughout 
the transiton period, and to ensure that the requirements it imposes are 
proportonate to risk (by using standardised templates  or smaller suppliers’ water 
sa ety plans,  or example). In practce, this should mean that the amount o  
in ormaton included in a plan would be in proporton to the scale and complexity o  
individual supply arrangements. This will be considered  urther in the August 2019 
advice to the Ministers o Local Government, Health, and Commerce and Consumer 
Afairs, re erred to in paragraph 49. 

A strong r, c ntralis d approach to complianc , monitoring and  nforc m nt 

89. There are signifcant weaknesses in the current drinking water regulatory system 
regarding compliance, monitoring and en orcement. Critcal weaknesses include: 

89.1  ragmented responsibilites and accountabilites, and a lack o central oversight; 

89.2 inconsistent compliance and en orcement across the country (due to 
decentralised employment arrangements  or en orcement ofcers, and 
complexites with the system  or taking prosecutons,  or example); 

89.3 limited compliance, monitoring and en orcement actons; 

89.4 resourcing issues relatng to en orcement staf; 

89.5 litle or no support  or suppliers to help them understand or comply with 
regulatory requirements; 

89.6 gaps relatng to the regulaton o source waters; 

89.7 lack o recogniton o mātauranga Māori and how it can be integrated into 
beter water management  rameworks and enable kaitakitanga. 

90. While the current regulatory system makes some provision  or en orcement powers 
and penaltes, these powers have been used inconsistently, the powers o interventon 
are limited, and there are gaps at the lower end o the ofences scale (such as issuing 
in ringement notces  or low-level breaches). More recent legislaton, such as the 
Health and Sa ety at Work Act 2015, has a wider range o powers. 

C mpliance, m nit ring and enf rcement t  ls 

91. We are proposing to signifcantly strengthen the approach to drinking water 
compliance, monitoring and en orcement. A core part o the new approach involves 
centralising these  unctons and responsibilites within a new regulator. We seek 
agreement to repeal existng provisions in the Health Act, and include new and 
amended provisions in the water services bill. (For example, compliance actvites and 
powers would be trans erred  rom drinking water assessors and designated ofcers to 
the regulator, with some other minor changes to provisions currently in sectons 69ZK 
to 69ZZN.) 

92. We must ensure the regulator has the powers and resources needed to per orm these 
 unctons consistently and efectvely. This means enabling the regulator to support 
suppliers to comply with all o their regulatory obligatons, build capability and capacity 
in the sector, and take appropriate acton to address non-compliance. 
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93. We propose to provide the regulator with a broad range o compliance, monitoring, 
and en orcement tools, including: 

93.1 providing assistance and advice; 

93.2 requiring suppliers to provide in ormaton; 

93.3 minor penaltes, and the ability to issue instant fnes and in ringement notces 
 or low-level ofences; 

93.4 civil en orcement, such as the power to issue an en orceable compliance notce, 
with an appropriate penalty  or  ailure to comply, along with the ability  or 
suppliers to make undertakings to the regulator on actons they will take to 
comply, with an agreed penalty  or  ailure to do so; 

93.5 criminal en orcement. 

94. Some o these tools and powers are new; others are already provided  or in the Health 
Act but require updatng when trans erred into the new bill. In partcular, current 
provisions  or ofences and penaltes (sectons 69ZZQ to 69ZZX) need to be reviewed. 

95. A wider range o penaltes would be available  or ofences, including fnes, and the 
possibility o personal liability  or persons with specifc responsibilites  or water sa ety. 

Intr ducing accreditat n and licensing schemes f r drinking water suppliers 

96. The regulator will need to be able to take an approach to compliance that is tailored to 
the capability and characteristcs o suppliers. In additon to the tools proposed above, 
we would like the regulator to be able to develop and implement a scheme  or 
accreditng drinking water suppliers. It would do this in conjuncton with an 
accreditaton agent, such as Internatonal Accreditaton New Zealand (IANZ). 

97. An accreditaton scheme would be aimed primarily at organisatons that manage 
complex supply networks, and other suppliers’ networks, and would place a consistent 
emphasis on capability building throughout those organisatons. Gaining accreditaton 
would be a way  or suppliers to demonstrate to the regulator, and consumers, that they 
have high-per orming organisatons, people, systems, and processes. 

98. An accreditaton agent would be accountable to the regulator  or managing this 
scheme, and would work with applicants and accredited suppliers. This means the 
regulator would be able to  ocus more o its resources on providing support and 
guidance to, and monitoring the per ormance o , non-accredited suppliers. Those 
suppliers are likely to be smaller and less capable, and in most need o the regulator’s 
assistance and atenton. 

99. There will be costs associated with achieving and maintaining accreditaton. While 
these costs are likely to be relatvely modest, we consider that partcipatng in an 
accreditaton system should be voluntary  or most suppliers. The excepton would be 
organisatons that manage or operate drinking water supplies on behal o other 
suppliers. These organisatons would be required to apply  or, and maintain, 
accreditaton. The regulator may also wish to extend requirements to be accredited to 
other network providers over tme, and should have the ability to do this. 

Page 17  f 42 
2rnfoawa2b 2019-06-25 15:40:29 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



 UNCLASSIFIED 

100. We note that the Health Act already includes accreditaton requirements relatng to 
other partes in the regulatory system, such as laboratories used  or drinking water 
testng and sampling (secton 69ZY). These requirements would be trans erred into 
new legislaton. It may also be desirable to introduce accreditaton requirements  or 
other technical disciplines, where it is good regulatory practce to do so. We consider 
this should be provided  or in the water services bill. 

101. We also want to enable the regulator to licence or register certain people who are 
involved in water supply operatons, including those responsible  or managing the 
operatons. This would provide a means o rein orcing accountability  or key roles, and 
holding individuals to account  or their per ormance (potentally through disciplinary 
acton or deregistraton). Registraton or licensing would also ensure people in key 
roles have the necessary skills and experience to per orm these roles efectvely. 

102. To implement this system, the regulator would need the ability to establish registraton 
or licensing requirements  or people in certain roles, and take acton to address poor 
per ormance. The people employed or engaged in these roles would be required to 
apply  or and maintain registraton, either with the regulator, or an agent actng on the 
regulator’s behal . 

103. We are seeking agreement that accreditaton and licensing systems be provided  or in 
the water services bill. However,  urther work is required to develop the details o  
these systems, and consider how they might relate to other compliance, monitoring 
and en orcement provisions (such as personal liability). We propose that  urther 
in ormaton be included in the advice to the Ministers o Local Government, Health, 
and Commerce and Consumer Afairs, in August 2019, re erred to earlier in this paper. 

C mpliance and enf rcement: addressing supplier failure,  r risks  f failure 

104. There may be circumstances in which the regulator considers that en orcement actons 
and penaltes are inefectve or inappropriate  or dealing with persistent or serious 
cases o non-compliance, or poor per ormance by a drinking water supplier. 

105. Some suppliers may not be capable o complying with their regulatory obligatons, and 
 ail to provide sa e drinking water. For example, they may be too small to employ the 
necessary expertse, or lack the fnancial resources to upgrade and maintain water 
in rastructure, and be unable or unwilling to address this situaton. There may also be 
suppliers that persistently  ail to meet their obligatons or take actons required by the 
regulator. 

106. We would expect the regulator, through its monitoring and in ormaton-gathering 
roles, to ident y suppliers that are per orming poorly, at risk o  ailure, or already 
 ailing to meet their obligatons. The regulator may rely on a range o sources  or this 
in ormaton, including its own actvites, notfcatons  rom an accreditaton agent, 
consumer complaints, and concerns raised by local authorites about non-council 
supplies in their districts. 

107. The regulator would be empowered to investgate these situatons and decide what, i  
any, correctve actons are required. In making this decision, the regulator’s primary 
consideratons would be public sa ety, and the supplier’s duty to supply sa e drinking 
water. 
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108. I the regulator determines the supplier is capable o correctng its per ormance, the 
regulator would work with the supplier, and other relevant partes (such as the 
accreditaton agent and local authority), to agree and implement the necessary actons. 

109. There may be situatons where the regulator is either dissatsfed with the correctve 
actons taken by the supplier, or has determined that the supplier is not capable o  
improving its per ormance and carrying out its statutory  unctons. In this situaton, we 
consider the regulator should be able to take one or more o the  ollowing actons: 

109.1 appoint a statutory manager or accredited provider to temporarily manage the 
drinking water supplier’s operatons, untl a sustainable arrangement can be 
put in place; 

109.2 require a drinking water supplier to trans er the management o its operatons 
to another supplier, on a long-term basis. 

110. The regulator would be able to seek to recover costs  rom the supplier in relaton to 
these actons. 

111. In situatons involving private and community drinking water suppliers, the regulator 
would work with the supplier, the relevant local authority, and afected consumers to 
ensure a sustainable soluton is  ound and sa e drinking water is provided. As 
described earlier in this paper, this soluton may involve the local authority taking over 
responsibility  or supplying drinking water to the afected communites. 

112. We note that powers o interventon exist in other regulatory systems. For example, 
the Minister  or Building and Constructon may appoint one or more persons to act in 
place o a territorial authority that is not properly per orming its  unctons or dutes 
under the Building Act 2004. The Minister o Local Government has a range o powers 
under the Local Government Act 2002, which can be used to address signifcant 
problems, or potental problems, in local authorites. 

Part B: Protectng our people and environment from the negatve efects of 
wastewater and stormwater systems 

113. Wastewater and stormwater systems  requently have adverse efects on urban 
waterways, beaches, and harbours. This is afectng Te Mana o te Wai: the health o  
the water, the health o the environment, and the health o the people. 

114. The proposals in this part o the paper are designed to improve this situaton. They are 
targeted primarily at wastewater and stormwater systems operated by local 
government, including council-controlled organisatons. However, there is potental  or 
some Crown- and privately-owned systems to be included within the scope o the new 
regulatons, which will be considered during consultaton processes. 

115. It should be noted that regional councils will contnue to regulate wastewater and 
stormwater discharges under the RMA, and actvites posing risks to drinking water 
sources. 

Lifing th  p rformanc  and transpar ncy of wast wat r and stormwat r syst ms 

116. Wastewater and stormwater systems need to be designed and managed to minimise 
the risks to people, property, and the environment, while providing levels o service 
that meet community expectatons and provide  or iwi/Māori cultural values. 
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117. However, the current regulatory system does not provide assurances that wastewater 
and stormwater systems are delivering outcomes that are acceptable  or communites, 
iwi/Māori, and the environment. Specifc problems with the regulatory arrangements 
include: 

117.1 lack o transparency and public reportng on the environmental per ormance 
and compliance o wastewater and stormwater networks, and their 
contributon to environmental and public health outcomes; 

117.2 no natonal-level oversight o the per ormance o wastewater or stormwater 
network operators and issues afectng environmental outcomes, including 
emerging contaminants; 

117.3 highly variable approaches to regulatng the per ormance o wastewater and 
stormwater networks under the RMA, with no natonal guidelines or standards 
 or setng consent conditons  or discharges  rom wastewater treatment 
 acilites, engineered overfow points, or stormwater networks; 

117.4 a high number (one in 10 – soon to be one in fve) o wastewater treatment 
plants are operatng on expired consents  or long periods o tme; 

117.5 limited scrutny o the investment and management decisions o wastewater 
and stormwater operators, including how they prioritse network upgrades and 
maintenance actvites to address risks; 

117.6 litle en orcement acton by regional councils when consent conditons are 
breached – possibly refectng that these are essental services that cannot be 
stopped, even when there are signifcant breaches; 

117.7 compliance, monitoring and en orcement practces o regional councils are 
inconsistent, and there is a lack o tools and knowledge o mātauranga to 
proactvely address risks that may result in signifcant adverse efects on 
receiving environments, people, property, or the environment (including,  or 
example, the impacts o discharges on mātaitai – customary fshing areas); 

117.8 lack o integraton between stormwater network planning and design, and 
wider catchment and land-use planning, with considerable variaton in 
stormwater plan provisions across the country; 

117.9 best practce design techniques  or stormwater networks and urban design are 
rarely implemented, with capability gaps in developing efectve stormwater 
policy  rameworks and system design. 

118. To address this situaton, we are proposing to introduce a suite o targeted measures to 
improve the environmental regulaton and per ormance o wastewater and stormwater 
systems. Some o these proposals would be consulted on in tandem with the Essental 
Freshwater programme. Other proposals would be addressed through the water 
services bill, and be included in new legislaton. 
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A nat nal envir nmental standard f r wastewater discharges and  verf ws 

119. We are proposing to initate work on a natonal standard  or wastewater discharges 
and overfows. The new standard would prescribe criteria and methods  or setng 
consent conditons on discharges  rom wastewater treatment plants and engineered 
overfow points. This could include standards  or efuent quality, methods  or 
monitoring compliance, approaches  or incorporatng culturally acceptable wastewater 
treatment processes, and a requirement to develop a wastewater network strategy. 

120. The new standard would allow regional councils to set more stringent consent 
conditons, i required to meet natonal or regional objectves  or  resh and coastal 
waters, in accordance with the requirements o the Natonal Policy Statement  or 
Freshwater Management (Freshwater NPS) or the New Zealand Coastal Policy 
Statement, and to provide  or community and iwi/Māori values and interests in water. 

121. This proposal would be progressed through a natonal environmental standard under 
the RMA. A high-level proposal  or this natonal environmental standard is proposed to 
be included in the Essental Freshwater discussion document in August 2019. This will 
be  ollowed by a statutory process to develop the details o the regulatons, including 
consultaton with the public and iwi authorites. The proposed content  or the 
discussion document is provided in Appendix 1. 

122. The Minister  or the Environment will make fnal decisions on the proposed new 
environmental standard, once the Minister has received a report and 
recommendatons on the specifc details o the proposed regulatons in accordance 
with secton 46A o the RMA. 

New risk management  bligat ns f r wastewater and st rmwater netw rks, and 
st rmwater guidance 

123. We are proposing to undertake  urther work on new obligatons on wastewater and 
stormwater network operators to manage risks to people, property, and the 
environment associated with the operaton o their in rastructure networks. This 
obligaton is expected to include a new requirement  or operators to prepare and 
implement a risk management plan, which would be lodged with a central regulator  or 
audit and compliance monitoring purposes. 

124. In meetng this obligaton, network operators would be required to demonstrate that 
they have an appropriate regime in place  or managing risks, which includes how they: 

124.1 operate and maintain wastewater and stormwater networks to ensure they 
consistently meet consent conditons and other regulatory requirements, 
including the renewal o discharge consents within appropriate tme rames; 

124.2 proactvely manage any residual risks to Te Mana o te Wai, public health, and 
the natural and built environment; 

124.3 address community and iwi/Māori cultural expectatons  or sa e disposal o  
wastewater; 

124.4 support integrated planning o stormwater networks and land use. 

125. We are also proposing that natonal stormwater guidance be developed to support 
local authorites and service providers. This is intended as a frst step towards 
improving the regulaton and design o stormwater services. It would include: 
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125.1 natonal guidelines  or establishing planning provisions and setng consent 
conditons  or discharges  rom stormwater networks; 

125.2 guidance on best practce approaches  or stormwater network design and 
maintenance, including the use o green in rastructure. 

126. This new obligaton could be given efect through natonal directon under the RMA or 
another legislatve instrument. 

127. We propose to include both o these proposals in the Essental Freshwater discussion 
document, in August 2019, and to report back to Cabinet with a detailed proposal in 
late 2019. 

Rep rtng  n nat nally-prescribed envir nmental perf rmance metrics and c mpliance 

128. We are proposing to introduce a new obligaton on wastewater and stormwater 
network operators to report annually on a set o natonally-prescribed environmental 
per ormance metrics. This in ormaton would bring much needed transparency about 
the per ormance o these networks and in rastructure, and the impacts they have on 
Te Mana o te Wai, including environmental and public health. 

129. We are also proposing that a central regulator would be required to speci y the details 
o the per ormance metrics, and develop suitable methods  or collectng, validatng, 
analysing, and publishing this in ormaton. Wastewater and stormwater operators 
(territorial authorites) would also be required to keep appropriate records on these 
metrics and provide this in ormaton to the central regulator on request. 

130. The central regulator would be empowered in legislaton to undertake these  unctons 
(unless the regulator already holds these powers under existng legislaton). This 
proposal will be progressed through the water services bill, i required. 

131. While  urther work is required to determine the technical specifcatons  or these 
natonal per ormance metrics, they are likely to encompass maters such as: 
wastewater/stormwater discharges, sludge disposal practces, greenhouse gas 
emissions and energy use, environmental impacts, resilience, social/cultural indicators, 
and certain compliance and en orcement in ormaton. 

132. The regulator would be expected to establish a technical advisory group (or groups) to 
provide advice on the development o a suitable set o natonal per ormance metrics 
 or wastewater and stormwater. 

133. We propose to include this proposal in the Essental Freshwater discussion document. 

Improving natonal-l v l l ad rship, ov rsight and support r latng to wast wat r and 
stormwat r r gulaton 

134. As highlighted above, there is currently a lack o natonal-level oversight o the 
per ormance o wastewater or stormwater network operators, and limited central 
stewardship o the regulaton o this in rastructure within the devolved RMA regulatory 
system. 

135. We consider there is a need  or greater natonal leadership and oversight relatng to 
the regulaton and provision o wastewater and stormwater services. Regional councils 
and service providers need more clarity about what is expected o them, and more 
support  rom the centre to help them meet those expectatons. 
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136. We propose that a central regulator be directed to set and publish guidance  or local 
authorites regarding compliance, monitoring and en orcement approaches to be used 
 or wastewater and stormwater network operators. 

137. The central regulator would also have a  uncton to undertake and encourage the 
collecton and disseminaton o in ormaton relatng to the environmental per ormance 
o wastewater and stormwater networks. This could include requestng in ormaton 
 rom local authorites on the status o actve and expired discharge consents, and 
compliance in ormaton. 

138. We also propose that the central regulatory agency would be required to ident y and 
monitor emerging contaminants in drinking water, wastewater, and stormwater, and to 
coordinate natonal-level policy responses, both regulatory and non-regulatory, where 
required. 

139. In additon, we would like a central regulatory agency to be required to play a greater 
role in ident ying and promotng natonal good practces  or the design and 
management o wastewater and stormwater networks. This could involve the 
development and disseminaton o natonal guidelines, and the establishment o , and 
ongoing support  or, industry training and certfcaton schemes. 

140. We envisage that a central three waters regulator would have a role in implementng 
these and other proposals. This is discussed  urther in Part C, below. 

Part C: A central regulator to carry out new and enhanced functons 

141. Proposals in this paper have implicatons  or what is regulated, who is afected by the 
regulaton, and who is responsible  or administering, en orcing, and overseeing the 
regulatory system. Many o the proposals involve the development o new or 
enhanced central regulatory  unctons that would be carried out by, or on behal o , a 
central regulatory agency. This includes: 

141.1 most o the drinking water  unctons that are discussed in Part A o this paper 
(including some entrely new  unctons, and enhancements to existng 
 unctons); and 

141.2 some o the wastewater and stormwater roles and  unctons covered in Part B, 
partcularly where these would beneft  rom greater natonal-level oversight 
and support. 

142. We are also seeking to address shortcomings with the current system o drinking water 
regulaton, including how and where existng regulatory  unctons are undertaken. 
These shortcomings include: 

142.1 weak overall leadership  or the drinking water sector and regulatory system, 
and no government agency has drinking water sa ety as its core  ocus; 

142.2  ragmentaton o powers and responsibilites, creatng con usion and 
inconsistency: no single organisaton has overall responsibility  or drinking 
water regulaton; responsibilites are spread across multple enttes in the 
health sector, and central and local government; 

142.3 ongoing capability and resourcing problems across the drinking water sector: 
no organisaton has clear responsibilites  or building capability and capacity, or 
ensuring training is available or taken up; 
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142.4 no meaning ul regulaton o small private and community suppliers, or specifed 
sel -suppliers, even i they provide water to large numbers o people; 

142.5 no efectve en orcement, contributng to persistent non-compliance by some 
drinking water suppliers; 

142.6 inadequate central coordinaton and leadership o distributed en orcement, 
which contributes to problems with accountability, consistency, capacity, and 
capability. In partcular, drinking water assessors are responsible  or monitoring 
and en orcement, but have many other public health responsibilites. They are 
appointed by, and responsible to, the Director-General o Health, but are 
employed by District Health Boards. 

A c ntral r gulator would b  r sponsibl  for th  whol drinking wat r r gulatory syst m 

143. We are proposing to take a new approach to the administraton o the drinking water 
regulatory system. This would rect y problems with the current system, and 
accommodate the new measures proposed in this paper. 

144. At the heart o this new approach is a centrally-located regulator, responsible  or 
overseeing the entre drinking water system. As outlined throughout this paper, this 
regulator would have a range o responsibilites and  unctons. Some o the  unctons 
are new; others are enhancements to existng  unctons within the drinking water 
regulatory system. The  unctons include: 

144.1 Sector leadership: The regulator would be responsible  or oversight and 
monitoring o drinking water sa ety; public communicatons; ensuring 
coordinaton across the sector; leading or overseeing the response to drinking 
water emergencies; and emergency response planning. Parts o this leadership 
role are new. There are also existng powers in the Health Act relatng to 
emergency situatons (sectons 69ZZA to 69ZZG), which will require review 
be ore being included in the water services bill. 

144.2 Setng standards: The regulator would be involved in setng and reviewing 
standards  or drinking water and source water (as currently provided in sectons 
69O to 69R o the Health Act). It would also develop requirements relatng to 
the mult-barrier approach to drinking water sa ety, and consider any requests 
 rom exemptons  rom these requirements (as part o a broader process  or 
considering and grantng exemptons). 

144.3 Compliance, monitoring and enforcement: The regulator’s role would include 
compliance auditng and monitoring o water sa ety plans (including source 
water risk management plans); monitoring and auditng drinking water 
suppliers; and monitoring other obligatons on local authorites. It would also 
employ staf, such as drinking water assessors; take en orcement actons; 
investgate complaints about suppliers; and work with suppliers that are at risk 
o de aultng on their regulatory dutes. Further details about the tools and 
powers the regulator would need are provided in Part A o this paper. 
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144.4 Capability building, accreditaton, and licensing: Many o these  unctons are 
new. The regulator would work with suppliers and training providers to ensure 
suitable training is available and being taken up, and ensure the sector has 
sufcient capability to  ulfl its responsibilites. It would also maintain registers 
 or drinking water suppliers, and water sampling and testng laboratories (as 
currently provided  or in the Health Act). In the longer term, we envisage that 
accreditaton, certfcaton and/or licensing systems would be introduced  or 
suppliers and/or key roles. The regulator would need the ability to develop and 
implement these systems. 

144.5 Informaton, advice and educaton: These  unctons are largely new, and 
involve the regulator becoming a centre o technical and scientfc expertse. It 
would provide best practce advice and guidance to suppliers, councils, and 
other enttes involved in drinking water sa ety, supply and management; and 
 acilitate research into drinking water science. This centre would bring together 
many diferent types o drinking water expertse, including public health, 
engineering, risk management, environmental science, and mātauranga Māori. 

144.6 Performance reportng: The regulator would be responsible  or collatng and 
publishing drinking water compliance and monitoring in ormaton relatng to all 
suppliers (except individual domestc sel -suppliers). These  unctons would 
build on, but substantally enhance, existng provisions relatng to per ormance 
reportng under secton 69ZZZB o the Health Act. 

Th r gulator would also hav a broad r rol  r latng to wast wat r and stormwat r 

145. We consider the new regulator should have a broader remit than drinking water. This 
would result in a less  ragmented, beter integrated approach to three waters 
regulaton, and a regulator that has greater capability and capacity to do its job. 

146. There are important synergies between drinking water, wastewater, and stormwater 
regulatory  unctons (and, potentally, wider water regulatory  unctons), and the 
underpinning science and technical expertse needed to carry out these  unctons. For 
example, there are likely to be similar approaches to standard setng, supportng 
sector capability and compliance, monitoring and en orcement, and per ormance 
reportng,  or drinking water and wastewater at least. 

147. We propose that a three waters regulator could carry out some o the new 
responsibilites  or wastewater and stormwater oversight and regulaton proposed in 
Part B o this paper. In partcular, the regulator could have a role in: 

147.1 reviewing, and recommending changes to, natonal standards  or wastewater 
discharges and overfows; 

147.2 monitoring and auditng the risk management practces o wastewater and 
stormwater network operators, including consent renewals; 

147.3 collectng, analysing and publishing the in ormaton provided by wastewater 
and stormwater operators, in accordance with natonally-prescribed 
environmental per ormance metrics; 

147.4 ident ying and promotng natonal good practces, including  or wastewater 
and stormwater network design and management; 
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147.5 setng natonal expectatons  or compliance, monitoring and en orcement 
approaches  or wastewater and stormwater network operators; 

147.6 ident ying and monitoring emerging contaminants in drinking water, 
wastewater and stormwater. 

148. A single regulator would be beter equipped to develop and commission scientfc and 
technical knowledge, and apply this to good regulatory practce. It would be able to 
maintain critcal mass and expertse necessary  or a consistently efectve approach to 
compliance, monitoring and en orcement. It would also be in a strong positon to 
consider and incorporate mātauranga Māori, and develop the capability needed to 
work productvely with iwi and hapū. 

149. Signifcantly, having a single regulator makes sense  or regulated partes, many o  
which provide all three water services (territorial authorites, as well as some prisons 
and de ence bases). Iwi/Māori and some councils have told us that it would be easier 
 or them to interact with a three waters regulator, rather than with multple central 
regulators. 

W  ar  proposing to r port back in August 2019 on optons for th  insttutonal form of a 
c ntralis d thr   wat rs r gulator 

150. We are seeking in principle agreement to a central three waters regulator in this paper. 
However, detailed proposals relatng to the insttutonal  orm o the regulator, and 
associated machinery o government arrangements, are stll being developed. Optons 
 or many o these arrangements will be in ormed by the decisions made through this 
paper. 

151. Ministers need to confrm the nature and scope o the regulatory powers and  unctons 
be ore proposals  or the  orm o the regulator can be fnalised. We propose that the 
detailed proposals, and associated business case, be developed on the basis that the 
regulator’s scope would include all three waters. This refects that the regulator would 
be responsible  or all o the drinking water  unctons outlined in paragraph 144, and 
could also have a role in implementng the wastewater and stormwater proposals in 
paragraph 147. 

152. Iwi/Māori also have signifcant interests in the optons and proposals  or the regulator, 
which need to be considered and explored  urther. Potental iwi/Māori interests in the 
regulator include: 

152.1 advice and inputs regarding the design o the regulator –  or example, its roles, 
 unctons, and the overarching principles under which it operates; 

152.2 inclusion o mātauranga Māori; 

152.3 its capability to work with iwi/hapū and Māori communites; 

152.4 individual catchment-based approaches. 

153. We propose to seek  urther decisions on this mater in August 2019, including details 
on the  orm, locaton and  unding o the regulator. This approach will not afect the 
tme rame  or establishing a regulator. Any decisions that require legislaton to 
implement would be included in the water services bill we are hoping to introduce 
be ore the end o this year. 
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Consultaton 

Ag ncy consultaton 

154. 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, and Te Arawhit have 
been consulted on this Cabinet paper. 

155. The Department o Conservaton, Ministry o Educaton, New Zealand De ence Force, 
and Department o Correctons have operatonal responsibility  or three waters 
services and have been consulted on this Cabinet paper in this capacity. 

Targ t d  ngag m nt with local gov rnm nt, t chnical  xp rts, and oth r stak hold rs 

156. Between early March and mid-April 2019, our ofcials held a series o nine regional 
targeted engagement workshops to test emerging proposals. These workshops 
included expertse  rom the local government, health, environment, iwi/Māori, and 
water industry sectors. The purpose o the workshops was to in orm the  urther 
development o the proposals. 

157. A group o “critcal  riends’’ drawn  rom these sectors provided input and guidance 
regarding the inital thinking tested in the workshops. The workshops were 
complemented by other stakeholder briefngs and meetngs with government agencies, 
iwi/Māori, public health groups, water advisory bodies, and local government 
re erence groups representng regional councils and territorial authorites. 

158. Overall, the targeted engagement provided constructve and use ul  eedback  rom a 
range o water experts, assistng in the development o the proposals. It confrmed 
that, in general, the directon o travel  or the regulatory re orms is appropriate, 
signalled some areas o likely challenge  or water suppliers and operators, and 
identfed other detailed maters on which  urther consideraton is required, or will 
have to be managed by the water regulator. 

159. There was general agreement that the regulaton o drinking water requires urgent 
atenton. Discussions highlighted likely compliance costs and  unding challenges, 
partcularly  or small communites and suppliers that would be brought within 
regulatory coverage. The proposed obligaton on local government to ensure access to 
sa e drinking water, in the event o supplier  ailure or exit, highlighted similar cost-
related issues. The proposal  or an independent central regulator was generally 
endorsed, with the majority view being that this regulator should cover all three 
waters. 

160. Most expert stakeholders agreed with the requirement  or mandatory residual 
treatment, with a  ew notable and frmly expressed exceptons. Conversely, the 
proposal  or potental exemptons  rom this provision met with vigorous but minority 
support by some stakeholders, oppositon by the majority, and the proviso that the 
regulator would need to clearly defne exempton requirements. 
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161. The response to wastewater and stormwater proposals was nuanced, with a range o  
views and requests  or  urther details. There was support  or standardisaton, either at 
the discharge level or in consentng templates. Some opposing voices emphasised that 
any such standards-based measures should not undermine the value o a catchment-
based approach. 

162. While some stakeholders saw value in risk management plans  or stormwater and 
wastewater, others were uncertain as to their role and cautous about overlaps with 
existng asset management plan requirements and resource consent conditons. There 
was general support  or proposals  or a central regulator to gather, audit and publish 
per ormance in ormaton, support industry training and certfcaton, and develop a 
coordinated approach to emerging contaminants. 

Engag m nt with iwi/Māori 

163. Iwi representatves were invited to the targeted stakeholder workshops re erred to 
above, and the workshops included break-out sessions  or iwi/Māori perspectves. 
Discussions were in ormatve and insightul, but atendance o iwi representatves was 
low – hal (or  ewer, in some places) o those invited have atended. It is difcult to 
gauge whether this is because o other calls on their tme, or the  ormat o workshops 
(not being iwi/Māori specifc). In ormal discussions indicated both, but also that those 
iwi representatves who atended valued hearing and sharing ideas  rom diferent types 
o stakeholders. 

164. Other engagement has included discussions with natonal representatve and advisory 
groups, including Kāhui Wai Māori, Ara Tahi (the Wellington Regional Council and iwi 
leadership  orum), and the Waikato River iwi under their Accords. The Minister o Local 
Government has met with a group o representatves  rom iwi who, due to their post-
setlement experience, are well-positoned  or three waters discussions. Ofcials have 
also undertaken case studies o predominantly Māori communites  acing three waters 
issues. Engagement with the Iwi Chairs Forum has been caught up in the broader 
discussion about Essental Freshwater. 

165. In additon to broad concerns about Te Mana o te Wai, ensuring the Government 
promotes a holistc approach to water and seeking to have mātauranga Māori given 
equal weight to scientfc knowledge, the relatonship between Māori and local 
government was also refected in  eedback. Both partes emphasised the most 
success ul outcomes were achieved when councils worked closely with Māori  rom the 
outset, rather than bringing them in at the end when the council is seeking a response 
to a resource consent. 

166. Much o the  eedback  rom Māori  ocused on the impact o the proposals on marae 
and papakāinga. There was support  or ensuring marae and papakāinga receive sa e 
drinking water, but concerns about the cost and compliance burden on already 
stretched hau kainga (home people o a marae who ofen have to manage that marae 
with very litle fnancial support). 
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167. The other main area o discussion was in respect o the disposal o wastewater. The 
discharge o human waste into water in ringes traditonal Māori ideals. There are, 
however, examples around New Zealand where councils have worked closely with 
Māori ( or example, Hastngs District Council), resultng in solutons that meet 
everyone’s objectves in a cost-efectve way. Engagement rein orced that Māori values 
and expertse should be incorporated into natonal standards and environmental 
per ormance measures, but that there needs to be enough fexibility to achieve local 
solutons. 

Financial implicatons 

168. The policy proposals in this paper will have a number o fnancial implicatons,  or the 
Crown, and  or three waters service providers and regulators. 

169. The main direct fnancial implicatons  or the Crown relate to proposals  or a central 
regulator, with new and enhanced  unctons. Inital high-level operatng costs have 
been estmated within a range o $15 million to $40 million, per year. These are 
indicatve costs only, based on the costs associated with existng regulators with a 
broadly similar scope. There are several  actors that will have a signifcant bearing on 
the actual costs, including the  orm o the regulator, whether it is a new or existng 
entty, and service delivery and employment arrangements. 

170. Further advice will be provided in August 2019, to in orm Cabinet’s decisions on the 
insttutonal arrangements  or the regulator. That paper will be supported by a business 
case. It will include consideraton o existng appropriatons relatng to regulatory 
 unctons and potental cost recovery mechanisms. It is likely that  unding  or the 
regulator would be largely levy based, but there would be establishment costs. 

171. The proposals in this paper will also have implicatons  or government agencies that 
have a role in the supply o drinking water, namely the Department o Conservaton, 
Ministry o Educaton, New Zealand De ence Force, and Department o Correctons. It 
is antcipated these agencies will use their own budget processes to consider and 
address these implicatons. 

172. The implementaton o the proposals may have fnancial implicatons  or local authority 
providers o three waters in rastructure and services, i that in rastructure needs to be 
upgraded to comply with new regulatory requirements,  or example, and this is not yet 
included in their long-term plans. These issues will be explored in the Minister o Local 
Government’s paper on service delivery and  unding arrangements, which is due to be 
provided by the end o this year. 

173. There will also be fnancial implicatons  or private and community drinking water 
suppliers, including marae and papakāinga. It is yet to be determined whether 
government will provide support to suppliers. Further advice will be provided in the 
paper on service delivery and  unding arrangements, re erred to above. 

174. The regulatory impact assessment that accompanies this paper contains  urther 
in ormaton on the fnancial implicatons o the proposals, including summary tables 
showing high-level cost estmates  or drinking water suppliers o diferent sizes and 
types (startng  rom page 60). It also discusses the benefts o the proposals, including 
the avoided costs associated with  ewer instances o illness related to drinking unsa e 
water. 
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175. As highlighted in the regulatory impact assessment, there is more certainty around the 
cost estmates  or larger drinking water suppliers; that is, networked council supplies 
and non-council supplies, and specifed sel -suppliers, serving more than 500 people. 
Overall, the estmated capital costs  or these suppliers are between $277 million and 
$286 million, plus annual operatng costs o approximately $8 million. It is assumed 
that council suppliers, which are already regulated, are likely to have already included 
costs within their long-term plans. Some o their planned expenditure may need to be 
brought  orward, though, to meet the implementaton tme rames proposed in this 
paper. 

176. The cost implicatons  or smaller supplies (serving  ewer than 500 people) are much 
more difcult to estmate. This group includes community and private networked 
suppliers, and smaller specifed sel -suppliers. There is considerable uncertainty 
around these supplies, how they will be afected by the proposals, and the cost 
implicatons. Given this, the cost estmate is very broad – ranging  rom $154 million to 
$409 million in capital expenditure, and between $24 million and $110 million in 
annual operatng expenditure. This provides a strong reason  or the fve year transiton 
period  or smaller suppliers. The proposed regulator can work with the smaller 
suppliers to achieve compliance. 

177. An issue that has been highlighted throughout the Three Waters Review is historic 
underinvestment in water in rastructure. Existng exemptons  rom drinking water 
regulaton, and a lack o en orcement around compliance with current drinking water 
and environmental standards, has meant that investment in water in rastructure has 
not always been made or prioritsed. 

178. We note that,  or many service providers, it is these legacy issues, and a greater 
emphasis on compliance, that will drive  uture costs. In additon, capital expenditure in 
in rastructure upgrades requires a long-term approach to investment. This means 
signifcant costs might be spread out over tme, rather than all being incurred 
immediately. 

Treaty of Waitangi 

179. How the Crown engages with Māori on the Three Waters Review and the interests o  
Māori are recognised through the re orms is not only important to ensure efectve 
public policy decision making, but also  rom a Māori/Crown relatonship perspectve, 
and to ensure the Crown meets its obligatons under the Treaty o Waitangi. 

180. Iwi/Māori interests in anything water-related are broad and integral. Water is a taonga 
and the holistc Māori world view resists separatng out parts o water or the 
environment (or compartmentalising reviews or work programmes). On the other 
hand, the Three Waters Review is narrowly  ocused. It is being progressed in tandem 
with the Essental Freshwater programme, which is where the broader discussion 
about Māori rights and interests in water is occurring. We also know that Māori 
communites are at saturaton point with engagement due to all the kaupapa that need 
atenton. 
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181. 

182. 

Section 9(2)(h) of OIA (maintain legal professional privilege)

183. In determining what are the reasonable steps, we have tried to balance the broad 
interests o Māori in water, with the more narrow  ocus o this Review (as within the 
context o the Essental Freshwater work programme). The result has been targeted 
engagement, using existng mechanisms wherever possible, supported by broad 
communicatons. 

184. We have ensured that the groups targeted  or engagement (which have included Kāhui 
Wai Māori, the Māori  reshwater  orum, and a group o iwi representatves  rom key 
regions) included a range o perspectves to help beter understand Māori interests in 
the three waters. Case studies o rural communites with a high Māori populaton that 
 ace three waters issues have also contributed to this understanding. 

185. As is noted early in this paper, we are working to refect and protect Māori interests 
throughout the proposals. We have taken the opportunity to give efect to Te Mana o 
te Wai, in partcular, through the proposals in relaton to source protecton and point 
discharges, and by working to refect mātauranga and Māori cultural values throughout 
the three waters system. There are  urther opportunites in the development o the 
regulator and providing  or iwi/hapū roles in monitoring and compliance. 

186. The cost and compliance burden on marae and papakāinga resultng  rom the 
proposals is a concern to Māori. Future decisions on  unding and ensuring marae and 
papakāinga are assisted and have tme to achieve compliance, in a way that is 
proportonate to capability and the complexity o water supply and wastewater 
disposal systems, will be key to managing this risk. 

Human rights 

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

Legislatve implicatons 

188. We seek agreement to implement the proposals in Parts A and C o this paper through 
a water services bill, which is included in this year’s legislatve programme with a 
priority category 4 (to be re erred to a select commitee in the year). 
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189. This bill would incorporate some new proposals, and provisions that are currently in 
Part 2A o the Health Act (which regulates drinking water). We seek agreement to 
repeal Part 2A, and include provisions that contnue to be relevant in the bill and new 
legislaton. These provisions would be amended, as appropriate, to align with and give 
efect to the proposals in this paper. The main implicatons  or current provisions are 
as  ollows: 

189.1 Interpretaton (sectons 69G to 69I). All o these provisions would need to be 
reviewed. Current categories o drinking water supplier would be replaced with 
new categories and defnitons. Defnitons o , and subsequent re erences to, 
“all practcable steps” would be repealed and not carried over. 

189.2 Registraton (sectons 69J to 69N). These provisions would be carried over, with 
changes to the processes  or registraton and de-registraton, and the 
in ormaton regulated partes are required to provide to the regulator. 

189.3 Drinking water standards (69O to 69R). These provisions would be carried over, 
with moderate changes to refect that the regulator would have a role in the 
process  or reviewing standards. 

189.4 Dutes o drinking water suppliers (sectons 69S to 69ZJ). Most o these 
provisions would be carried over, with minor or moderate amendments. The 
most signifcant changes relate to provisions  or water sa ety planning. 

189.5 Drinking water assessors and designated ofcers (sectons 69ZK to 69ZX). 
These provisions would be carried over, but the powers would be trans erred to 
the regulator (and specifc employees, i appropriate). 

189.6 Emergency powers (sectons 69ZZA to 69ZZG). These provisions would be 
carried over. Some powers would be retained by the responsible Minister; 
others would be trans erred to the regulator. 

189.7 Recognised laboratories (sectons 69ZY to 69ZZ). These provisions would be 
carried over, with powers trans erred to the regulator. 

189.8 Compliance orders (sectons 69ZZH to 69ZZP). These provisions would be 
carried over, with litle or no change. 

189.9 Ofences (sectons 69ZZQ to 69ZZX). These provisions would be carried over, 
with moderate changes. 

189.10 Miscellaneous (sectons 69ZZY to 69ZZZE). Regulaton-making provisions and 
requirements to publish annual reports would contnue, with amendment, and 
be adapted to refect the proposed new responsibilites o the regulator. 

190. We also seek to implement the  ollowing proposals in Part B o this paper through the 
same bill: 

190.1 requirements  or wastewater and stormwater operators to report annually on a 
set o natonally-prescribed environmental per ormance metrics, and  or that 
in ormaton to be collected, validated, analysed, and published by a central 
regulatory agency; 

190.2 requiring a central regulator to ident y and monitor emerging contaminants in 
drinking water, wastewater and stormwater, and to coordinate natonal-level 
policy responses, both regulatory and non-regulatory, where required; 
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190.3 requiring a central regulator to undertake  unctons relatng to ident ying and 
promotng natonal good practces  or the design and management o  
wastewater and stormwater networks. 

191. Subject to Cabinet approval, we may wish to seek input  rom technical experts  rom 
the water sector, and iwi/Māori representatves, during drafing o the bill. 

Regulatory impact analysis 

192. Regulatory impact analysis requirements apply to proposals in this paper. A regulatory 
impact assessment has been prepared by the Department o Internal Afairs, and is 
atached to this paper. The  ollowing comments have been provided in relaton to the 
quality assurance assessment o this document. 

193. “A Quality Assurance Panel led by the Regulatory Quality Team at the Treasury, with 
representatves  rom the Ministry  or the Environment, Ministry o Health and 
Department o Internal Afairs, has reviewed the Regulatory Impact Assessment (RIA) 
Strengthening the regulat n  f drinking water, wastewater and st rmwater produced 
by the Department o Internal Afairs and dated 17 June 2019. The review team 
considers that it meets the Quality Assurance criteria. 

194. Although the RIA is technical and complex, it is clearly presented and concise. The 
panel considers the RIA clearly identfes that there is a signifcant problem on a 
natonal scale with the current drinking water system. It is difcult to have precise 
in ormaton on all aspects o the problem because incidents can vary in scale and the 
magnitude o the impacts can potentally be large. There is also limited in ormaton 
about non-council suppliers, partcularly small suppliers. However, the RIA draws on 
in ormaton  rom the Havelock North Inquiry and open and extensive stakeholder 
consultaton. 

195. A wide range o optons have been considered and a sound case is made  or the 
pre erred package: system-wide re orms o drinking water; more detailed work on 
regulatng wastewater and stormwater (through the Essental Freshwater Programme) 
and stronger reportng requirements; and a central regulator to cover all three waters. 
The RIA outlines the broad scope and  unctons o the central regulator, but the detail 
is yet to be provided in the August report back to Cabinet. 

196. The Panel considers it important to ensure that more detailed work is undertaken on 
implementaton and monitoring the pre erred package. This detail relates to the 
central regulator, developing beter cost estmates and addressing the risks, including 
the afordability  or small drinking water suppliers (such as marae and papakāinga) and 
their ability to transiton to the new regulatory regime. It is important that the three 
waters re orm builds and maintains connectons with the Essental Freshwater 
programme, review o the RMA, and other related government programmes and 
initatves”. 

Publicity 

197. I intend to publish this paper, subject to any redactons, pursuant to Cabinet Ofce 
circular CO (18) 4. 

Recommendatons 

198. The Ministers o / or Local Government, Health, and Environment recommend that the 
Cabinet Economic Development Commitee: 
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Background 

1. note that, on 5 November 2018, Cabinet invited the Ministers o / or Local 
Government, Health, and Environment to report back to DEV, in June 2019, with 
detailed policy proposals  or drinking water and environmental regulaton o the 
three waters [CAB-18-MIN-0545]; 

2. note that this paper responds to Cabinet’s invitaton, by setng out a suite o  
proposals to strengthen the regulatory arrangements  or drinking water, 
wastewater and stormwater; 

3. note that a water services bill is included in this year’s legislatve programme to 
implement the majority o the policy decisions arising  rom this paper, specifcally 
proposals  or: 

3.1 regulatng drinking water and managing risks to source water; 

3.2 requiring wastewater and stormwater operators to report annually on a 
set o natonally-prescribed environmental per ormance metrics, and  or 
that in ormaton to be collected, validated, analysed, and published by a 
central regulatory agency; 

3.3 requiring a central regulator to undertake  unctons and dutes relatng to 
ident ying and promotng natonal good practces  or stormwater design 
and management, and other maters related to wastewater system design 
and management; 

4. note that Māori interests are more clearly artculated in a ‘whole o system’ view 
o water, which does not delineate  reshwater, three waters, marine or urban 
waters; 

5. note that we are working to refect Māori interests throughout the three waters 
proposals, including in the alignment with the Essental Freshwater work 
programme, in the design and operaton o a central regulator, and by refectng 
mātauranga and values throughout the three waters system; 

Part A: A b t r syst m for r gulatng drinking wat r and prot ctng sourc  wat r 

Ensuring pe ple can access water that is safe t drink 

6. note that the drinking water regulatory system is currently  ailing to provide all o  
the necessary assurances that drinking water supplies are sa e and reliable: some 
suppliers are not regulated efectvely, while many others are not regulated at all; 

7. agree that all drinking water suppliers would be covered by the drinking water 
regulatory system, except  or individual ‘domestc sel -suppliers’; 

8. agree that all drinking water suppliers would be required to provide sa e drinking 
water and comply with drinking water standards on a consistent basis, and that 
to help clari y this new approach the lesser requirement to take “all practcable 
steps” to comply would no longer  eature in drinking water legislaton; 

9. agree to establish a centrally-located regulator, which would be responsible  or 
overseeing the entre drinking water regulatory system, subject to  urther advice 
on optons  or machinery o government arrangements; 

10. agree that the new regulatory system would be implemented over a fve year 
period, but with the  ollowing requirements: 

10.1  rom the date o enactment: 

Page 34  f 42 
2rnfoawa2b 2019-06-25 15:40:29 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



 UNCLASSIFIED 

10.1.1 all drinking water suppliers would be required to register with the 
regulator, and ensure the water they provide is sa e to drink; 

10.1.2 all suppliers that provide drinking water to 500 or more consumers 
would be required to prepare/update drinking water sa ety plans 
to align with proposals in paragraph 26, and be operatng in 
accordance with those plans within one year  ollowing enactment; 

10.2 the regulator’s inital  ocus would be implementng the core components 
o the regulatory system, working with suppliers to build capability and 
understanding, and investgatng and addressing serious cases o non-
compliance; 

10.3 by the end o the third year  ollowing enactment, the regulator would: 

10.3.1 actvely monitor the per ormance o all suppliers that provide 
drinking water to 500 or more consumers, and take en orcement 
acton where appropriate; 

10.3.2 work with smaller suppliers to bring them into the regulatory 
system; 

10.4 by the end o the ffh year  ollowing enactment, all drinking water 
suppliers would be required to comply with all regulatory requirements, 
and the regulator would take acton to deal with non-compliance; 

11. note that it may be challenging  or some suppliers to comply with their 
obligatons, and this will be managed by allowing  or assistance and tme to 
achieve compliance, in a way that is proportonate to supplier capability and the 
complexity and risks o their water supply systems; 

12. note that there is a need  or  urther work to determine the phasing o  
implementaton  or suppliers that are not currently covered by the regulatory 
system, partcularly very small suppliers, and to ensure regulatory requirements 
are designed in a way that refects proportonality; 

13. note that the Department o Internal Afairs, Ministry o Health, and Ministry o  
Business, Innovaton and Employment will provide  urther advice on the maters 
re erred to in paragraphs 11 and 12 above,  or agreement by the Ministers o  
Local Government, Health, and Commerce and Consumer Afairs in August 2019; 

14. agree that the regulator will have a general power o exempton  or cases where 
some or all o the requirements in the regulatory system are impractcable or 
unreasonable (such as back country huts), and will work with afected partes to 
ident y supplies and agree exemptons; 

15. note there is a risk that some suppliers may struggle to comply with new or 
enhanced regulatory requirements and consider ceasing their operatons, but 
there is no legal obligaton on non-council suppliers to maintain their supplies; 

16. agree to manage this risk by giving local authorites clear responsibilites to 
ensure communites have access to a reliable source o sa e drinking water, and 
that this approach would involve the  ollowing provisions: 

16.1 an obligaton on territorial authorites to in orm themselves about the 
supplies o drinking water to communites across their districts – including 
all non-council supplies, except those owned/operated by the Crown, and 
domestc sel -suppliers; 
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16.2 a requirement that, i problems are identfed with a non-council supply, 
the territorial authority would not y the regulator, and work 
collaboratvely with the supplier, its consumers, and the regulator to 
ident y a sustainable soluton; 

16.3 i a soluton cannot be agreed within a specifed tme rame, or i the 
supplier exits, the territorial authority would be obliged to ensure sa e 
drinking water contnues to be provided, but that this does not necessarily 
mean becoming the supplier directly, or that the supply would have to be 
provided via a retculated network; 

17. note that there will need to be  urther consideraton o how this approach might 
work in practce, and  urther in ormaton will be included in the advice re erred 
to in paragraph 13; 

Pr tectng drinking water s urces 

18. note that an important principle o drinking water sa ety is that source water 
protecton is paramount, but that there are a number o defciencies in the 
current arrangements  or protectng sources o drinking water that need to be 
addressed in order to give efect to this principle; 

19. agree to introduce new and enhanced obligatons on regional councils, territorial 
authorites, and water suppliers  or managing risks to source waters, including 
requiring: 

19.1 water suppliers to develop and implement a source water risk 
management plan, which would be lodged with a central regulator  or 
auditng and compliance monitoring purposes; 

19.2 regional councils and territorial authorites to contribute to the 
development and implementaton o source water risk management 
plans; 

19.3 water suppliers to periodically monitor source water quality at the point 
o abstracton; 

19.4 water suppliers, regional councils and territorial authorites to share 
in ormaton with each other related to source water risks, including the 
locaton o drinking water abstracton points and the results o monitoring 
o source water quality and quantty; 

19.5 regional councils to report annual trends in source water quality and 
quantty, and to periodically assess the efectveness o actons taken to 
manage risks to source waters; 

20. note that additonal obligatons are proposed to be given efect through revisions 
to the Natonal Environmental Standard  or Sources o Human Drinking Water 
(NES  or Drinking Water), and consequental amendments to other natonal 
directon i required, which would provide directon on setng source water risk 
management areas, and require regional councils and territorial authorites to 
assess and control risks to source waters; 

21. agree to include the proposed revisions to the NES  or Drinking Water in the 
Essental Freshwater discussion document, using the content provided in 
Appendix 1; 
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A mult-barrier appr ach t drinking water safety 

22. agree that all drinking water suppliers be required to adopt a mult-barrier 
approach to drinking water sa ety, which considers: 

22.1 preventng hazards entering raw water; 

22.2 removing partcles and hazardous chemicals  rom the water by physical 
treatment; 

22.3 killing or inactvatng pathogens in the water by disin ecton; 

22.4 maintaining the quality o water in the distributon system; 

23. agree that details o the mult-barrier approaches being adopted by each supplier 
would be given efect through water sa ety plans, or other instruments agreed by 
the regulator, and that the regulator would be empowered to monitor and 
en orce compliance; 

24. agree that the regulator would have the ability to exempt suppliers  rom 
requirements to use residual treatment in a distributon system, i the supplier 
can demonstrate, to the regulator’s sats acton, that all risks to the sa ety o the 
water are being managed appropriately; 

Impr ving water safety planning 

25. note that taking a preventatve approach to risk management is a principle o  
sa e drinking water, and efectve water sa ety planning strengthens the  ocus on 
preventatve measures across the drinking water supply system; 

26. agree to improve the approach to water sa ety planning by requiring all drinking 
water suppliers to prepare and implement water sa ety plans that: 

26.1 include all o the elements o internatonal best practce; 

26.2 would be proportonate to the scale, complexity and risks o supply 
arrangements; 

26.3 would be subject to risk-based audit and monitoring by a central 
regulator; 

A str nger, centralised appr ach t drinking water c mpliance, m nit ring and enf rcement 

27. note that there are currently weaknesses in the system  or compliance, 
monitoring and en orcement o drinking water regulaton, and it would be 
benefcial to centralise these  unctons within the regulator proposed in 
paragraph 9, and Part C below; 

28. note that the regulator would need to have a wide range o appropriate powers 
and resources to undertake its compliance, monitoring and en orcement 
 unctons efectvely, which should be commensurate with the powers in similar 
recent legislaton; 

29. agree to provide the regulator with a broad range o compliance, monitoring and 
en orcement tools, including: 

29.1 providing assistance and advice to suppliers; 

29.2 requiring suppliers to provide in ormaton; 

29.3 minor penaltes, including the ability to issue instant fnes and 
in ringement notces  or low-level ofences; 
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29.4 civil en orcement, such as the power to issue an en orceable compliance 
notce, with an appropriate penalty atached to  ailure to comply, and the 
ability  or suppliers to make undertakings to the regulator on actons they 
will take to comply, with an agreed penalty  or  ailure to do so; 

29.5 criminal en orcement; 

29.6 developing and implementng a scheme  or accreditng drinking water 
suppliers, and requiring certain suppliers to partcipate in this scheme; 

29.7 developing and implementng a scheme  or the registraton and licensing 
o certain people who are involved in water supply operatons; 

30. agree that a wider range o penaltes would be available  or ofences, including 
fnes and the possibility o personal liability  or specifc persons with 
responsibilites  or water sa ety; 

31. note that there may be circumstances in which the regulator considers these 
en orcement tools are inefectve or inappropriate  or dealing with persistent or 
serious cases o non-compliance or poor per ormance by a drinking water 
supplier; 

32. agree that the regulatory  ramework would include the ability  or the regulator 
to: 

32.1 ident y drinking water suppliers that are per orming poorly, at risk o  
 ailure, or already  ailing to meet their statutory obligatons; 

32.2 investgate concerns about the per ormance o drinking water suppliers 
and determine what correctve actons are needed; 

32.3 work with suppliers and other relevant partes to take correctve actons; 

33. agree that in situatons where the regulator is dissatsfed with the correctve 
actons taken by a supplier, or has determined that the supplier is not capable o  
improving its per ormance or carrying out its statutory  unctons or dutes, the 
regulator would be able to: 

33.1 appoint a statutory manager or accredited provider to temporarily 
manage a drinking water supplier’s operatons untl a sustainable 
arrangement is put in place; 

33.2 require a drinking water supplier to trans er the management o its 
operatons to another supplier, on a long-term basis; 

Part B: Prot ctng our p opl and  nvironm nt from th  n gatv  f cts of wast wat r 
and stormwat r syst ms 

Lifing the perf rmance and transparency  f wastewater and st rmwater systems 

34. note that the current regulatory system does not provide assurances that 
wastewater and stormwater systems are delivering outcomes that are acceptable 
 or communites, iwi/Māori, and the environment; 

35. note that measures are proposed to improve the environmental regulaton and 
per ormance o wastewater and stormwater systems, including: 

35.1 the development o a natonal environmental standard (NES)  or the 
treatment o wastewater discharges and the management o wastewater 
overfows; 
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35.2 the introducton o new obligatons on wastewater and stormwater 
network operators to manage risks to people, property, and the 
environment associated with the operaton o their in rastructure 
networks; 

35.3 the development o natonal guidance to improve the regulaton and 
design o stormwater services; 

36. note there is a lack o transparency and public reportng on the environmental 
per ormance and compliance o wastewater and stormwater networks, including 
their contributon to environmental and public health outcomes; 

37. agree to introduce a regulatory requirement  or wastewater and stormwater 
network operators to report annually on a set o natonally-prescribed 
environmental per ormance metrics; 

38. agree that a central regulator would be required to speci y natonal 
environmental per ormance metrics  or wastewater and stormwater networks, 
and develop suitable methods  or collectng, validatng, analysing and publishing 
this in ormaton; 

39. agree to include the  ollowing proposals as part o the Essental Freshwater 
discussion document, using the content provided in Appendix 1: 

39.1 a new natonal environmental standard  or wastewater discharges and 
overfows; 

39.2 new obligatons on wastewater and stormwater network operators to 
manage risks to people, property, and the environment; 

39.3 a new regulatory requirement  or wastewater and stormwater network 
operators to report annually on a set o natonally-prescribed 
environmental per ormance metrics and compliance; 

39.4 the development o natonal guidance to improve the regulaton and 
design o stormwater services; 

Impr ving nat nal-level leadership,  versight and supp rt relatng t wastewater and 
st rmwater 

40. note there is a lack o natonal-level oversight o the per ormance o wastewater 
and stormwater operators, limited central stewardship o the system that 
regulates these operators, and concerns that many regional councils do not 
provide assurance that good environmental outcomes are being achieved; 

41. note that regional councils and service providers require more clarity about what 
is expected o them, and more support  rom a central regulatory agency to help 
them meet those expectatons; 

42. agree to direct a central regulator to set and publish guidance  or local 
authorites regarding the compliance, monitoring and en orcement approaches 
to be used  or wastewater and stormwater network operators; 

43. agree to direct a central regulator to ident y and monitor emerging 
contaminants in drinking water, wastewater and stormwater, and to coordinate 
natonal-level policy responses, both regulatory and non-regulatory, where 
required; 
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44. agree that a central regulator be required to undertake  unctons relatng to 
ident ying and promotng natonal good practces  or wastewater and 
stormwater network design and management, including the development and 
disseminaton o natonal guidelines; 

Part C: A c ntral r gulator to ov rs  th   ntr  drinking wat r r gulatory syst m, and 
d liv r som  wast wat r and stormwat r r gulatory functons 

45. note that there are a number o shortcomings with the current system o  
drinking water regulaton, including how and where regulatory  unctons are 
undertaken; 

46. agree that the  unctons o the centrally-located regulator, proposed in paragraph 
9 above, would cover all o the maters re erred to in Part A o this paper, 
including: 

46.1 sector leadership; 

46.2 setng standards; 

46.3 compliance, monitoring and en orcement; 

46.4 capability building, accreditaton and licensing; 

46.5 in ormaton, advice and educaton, including being a centre o technical 
and scientfc expertse; 

46.6 per ormance reportng; 

47. note that there are signifcant synergies between these drinking water regulatory 
 unctons, and some  unctons relatng to the regulaton o wastewater and 
stormwater, and that aligning these  unctons would result in a beter integrated 
approach to three waters regulaton and a regulator with greater capability and 
capacity; 

48. note that detailed proposals and a business case relatng to the insttutonal  orm 
o the regulator are stll being developed, and need to be in ormed by decisions 
about scope and  unctons being made through this paper, and by engagement 
across government and with iwi/Māori; 

49. agree that the detailed proposals and business case  or the regulator be 
prepared on the basis that the regulator’s scope would include all three waters, 
and that the regulator could have a role in implementng proposals in Part B o  
this paper relatng to: 

49.1 reviewing, and recommending changes to, natonal standards  or 
wastewater discharges and overfows; 

49.2 monitoring and auditng the risk management practces o wastewater 
and stormwater network operators, including consent renewals; 

49.3 collectng, analysing and publishing the in ormaton provided by 
wastewater and stormwater operators, in accordance with natonally-
prescribed environmental per ormance metrics; 

49.4 ident ying and promotng natonal guidelines and good practces, 
including  or setng consent conditons  or discharges  rom stormwater 
networks, and approaches to wastewater and stormwater network design 
and management; 
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49.5 setng natonal expectatons  or compliance, monitoring and en orcement 
approaches  or wastewater and stormwater network operators; and/or 

49.6 ident ying and monitoring emerging contaminants in drinking water, 
wastewater, and stormwater; 

50. invite the Minister o Local Government, in consultaton with the Minister o  
Health and Minister  or the Environment, to report back to DEV in August 2019 
with proposals  or the insttutonal  orm, locaton and  unding o a centralised 
three waters regulator; 

Impl m ntaton of proposals 

51. agree that decisions in paragraphs 6 to 33, 37, 42, 43 and 44 be implemented 
through a water services bill, which is included on this year’s legislatve 
programme with a priority category 4 (to be re erred to a select commitee in the 
year); 

52. agree to repeal Part 2A o the Health Act 1956, which regulates drinking water, 
and carry over existng provisions in the water services bill, along the  ollowing 
lines: 

52.1 interpretaton (sectons 69G to 69I): provisions that contnue to be 
relevant would be carried over, with amendments as appropriate; 

52.2 registraton (sectons 69J to 69N): provisions would be carried over, with 
changes to the processes  or registraton and de-registraton, and the 
in ormaton regulated partes are required to provide to the regulator; 

52.3 drinking water standards (69O to 69R): provisions would be carried over, 
with moderate changes to refect that the regulator would have a role in 
the process  or reviewing standards; 

52.4 dutes o drinking water suppliers (sectons 69S to 69ZJ): most provisions 
would be carried over, with minor or moderate amendments, partcularly 
in relaton to water sa ety planning; 

52.5 drinking water assessors and designated ofcers (sectons 69ZK to 69ZX): 
provisions would be carried over, but powers would be trans erred to the 
regulator (and specifc employees, i appropriate); 

52.6 emergency powers (sectons 69ZZA to 69ZZG): provisions would be carried 
over; some powers would be retained by the responsible Minister; others 
would be trans erred to the regulator; 

52.7 recognised laboratories (sectons 69ZY to 69ZZ): provisions would be 
carried over, with powers trans erred to the regulator; 

52.8 compliance orders (sectons 69ZZH to 69ZZP): provisions would be carried 
over, with litle or no change; 

52.9 ofences (sectons 69ZZQ to 69ZZX): provisions would be carried over, with 
moderate changes; 

52.10 miscellaneous (sectons 69ZZY to 69ZZZE): regulaton-making provisions 
and requirements to publish annual reports would contnue, with 
amendment, and be adapted to refect the proposed new responsibilites 
o the regulator; 
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53. agree to direct ofcials to progress work on the  ollowing proposals through the 
Essental Freshwater programme: 

53.1 develop a natonal environmental standard  or wastewater discharges and 
overfows; 

53.2 new obligatons on wastewater and stormwater operators to manage risks 
to people, property, and the environment associated with the operaton o  
their in rastructure; 

53.3 develop a set o natonal environmental per ormance metrics  or 
wastewater and stormwater networks; 

53.4 develop and publish guidance on best practce approaches  or regulatng 
and designing stormwater networks; 

54. note that a technical advisory group (or groups) is expected to be convened to 
provide advice on the development o the proposals in paragraph 53; 

Issuing of drafing instructons 

55. invite the Ministers o / or Local Government, Health, and Environment to issue 
drafing instructons to Parliamentary Counsel in accordance with the decisions in 
this paper; 

56. authorise the Ministers o / or Local Government, Health, Environment, and/or 
Commerce and Consumer Afairs to approve maters o detail consistent with 
policy that may arise during the course o drafing, including any consequental 
amendments to other legislaton that may be required; and 

57. agree that technical experts  rom the water sector, and iwi/Māori 
representatves, can be consulted, i needed, during the drafing process. 

Authorised  or lodgement 

Hon Nanaia Mahuta 

Minister o Local Government 

Hon Dr David Clark 

Minister o Health 

Hon David Parker 

Minister  or the Environment 
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Section 1: General Information 

Scope 

1. This regulatory impact assessment (RIA) has been prepared to support the first stage 
of the three waters reform package. This stage focuses on detailed policy proposals 
for drinking water and environmental regulation of the three waters in the following 
areas: 

• system-wide reform of drinking water regulation; 

• a new risk management regime for sources of drinking water; 

• targeted reform of environmental regulation of wastewater, aimed at 
lifting its environmental performance within the existing framework of the 
Resource Management Act 1991 (RMA); and 

• measures to give greater transparency around the operation of 
wastewater and stormwater systems, to promote better practice. 

2. This package of reforms has been developed by an inter-agency team from the 
Department of Internal Affairs, the Ministry of Health and the Ministry for the 
Environment. 

3. The Ministers of/for Local Government, Health, and Environment will report back to 
the Cabinet Economic Development Committee (DEV) on this reform package in late 
June 2019. 

4. Some of the policy proposals in this package of regulatory reforms are subject to 
further decisions, and their final scope and coverage has still to be determined. In 
practice, this means that the reform package will be implemented in three parts: 

• Part A: Reforms to the regulation of drinking water and source water. Most of 
these proposals will be progressed through the proposed Water Services Bill, 
except for the source water proposals which will progressed through the 
provisions relating to National Environmental Standards under the Resource 
Management Act 1991. 

• Part B: Improving the regulation and performance of wastewater and 
stormwater systems. Most of these proposals will be developed alongside the 
Essential Freshwater programme, and provisions relating to National 
Environmental Standards under the Resource Management Act 1991. 

• Part C: Establishment of a centrally located regulator to provide oversight of 
the regulatory system. Ministers are being asked to agree, to establish a 
central regulator and agree on its broad scope and functions, subject to further 
advice on the machinery government arrangements in August 2019. 

5. The Government’s concerns about the three waters system also include the funding, 
capability and affordability challenges facing water service providers and 
communities. This reform package will highlight those funding and affordability 
challenges. 
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11. To address the evidential uncertainty, we have drawn on the findings from the 
Havelock North Inquiry and then worked with experts in the three waters field to 
develop our proposals and test our thinking. We then shared these proposals with 
wider group of stakeholders through a series of regional workshops to confirm our 
approach, and in some cases refine proposals further. 

12. The lack of reliable information about small suppliers also impacts on our certainty 
about the ability of those small suppliers to transition to the new regulatory regime. 
While proposals do provide mechanisms to ensure regulatory requirements are 
proportionate, we have identified that further work is needed to determine the most 
practicable approach to phasing in the implementation for all suppliers. Further 
detailed advice on this implementation issue will be presented to Ministers in August 
2019. 

Allan Prangnell 

Director 

Central Local government Partnerships 

Department of Internal Affairs 
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Section 2: Problem definition and objectives 

Context 

Links between the Three Waters Review with other government work programmes 

13. Two government work programmes, the Essential Freshwater Programme, and the 
review of resource management system both have strong connections to the 
regulatory reforms proposed at this stage of the Three Waters Review. 

14. The Essential Freshwater Programme is focused on ensuring an integrated and 
effective freshwater management system, with an emphasis on improving water 
quality, ecosystem health and addressing the impacts of agricultural intensification. 
More narrowly focused, the Three Waters Review is focused on issues related to 
urban water systems, and the regulation of wastewater and stormwater infrastructure 
operators. Nevertheless, there is significant overlap between the objectives and 
outcomes of each initiative. 

15. All the wastewater and stormwater proposals will be consulted through that 
programme. Final decisions on the proposals for a national standard for wastewater 
and stormwater discharges and creating new obligations for wastewater and 
stormwater operators to manage risks to people, property and the environment, will 
be developed alongside the Essential Freshwater programme. 

16. To ensure the programmes are coordinated, the Three Waters Review and Essential 
Freshwater programme have been proceeding in tandem. Governance and project 
management arrangements are in place to support alignment between the two 
programmes, including regular Ministers’ meetings and fortnightly meetings between 
the respective agencies water directors. Kāhui Wai Māori (the Māori Freshwater 
Forum established to advise on the Essential Freshwater work programme) has also 
been providing advice on the Three Waters Review. 

17. The Minister for the Environment has also reported back to Cabinet on a 
comprehensive review of the resource management system, focused on the RMA. The 
review will consider the role and use of national direction instruments, but it is not 
expected to constrain the Three Waters review proposals for national direction on 
drinking water sources, and wastewater and stormwater networks. 

18. However, the review is likely to consider the allocation of regulatory functions under 
the RMA, and this may impact on the role and functions of the central regulator. Any 
system architecture developed for the three waters (including the central regulator) 
will need to fit with, or be able to be adjusted to fit with, the system architecture 
developed through the Essential Freshwater work programme and Resource 
Management Act reforms. We expect to have more certainty about those 
impacts/overlaps when final decisions on the form and functions of the regulator are 
made in August 2019. 

19. As well as these specific connections, the Three Waters Review has broader national 
and local implications if performance improvements are not delivered across the three 
waters system, including: 

REGULATORY IMPACT STATEMENT: STRENGTHENING THE REGULATION OF DRINKING WATER, WASTEWATER AND 
STORMWATER 

UNCLASSIFIED Page 12 of 75 

2rnfoawa2b 2019-07-15 09:02:24 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



  

 

The Department of Internal Affairs 

Te Tari Taiwhenua 

• housing infrastructure supply being unable to meet demand in high-growth 
areas; 

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

• limitations on developing the regions, particularly for areas with declining 
rating bases, or small tourism centres with high seasonal demand. 

20. We are also aware that Productivity Commission is likely to include a discussion on the 
three waters when it reports back on Local Government Funding and Financing. 

21. Consideration of these wider implications, and connections to related government 
programmes and initiatives including the Productivity Commission report, will be 
undertaken in the second stage of the three waters reform. This stage will consider 
proposals for service delivery and funding arrangements. However, our work on this 
stage of the reforms is just beginning, and further work is required to identify the 
detailed overlaps and connections between programmes, and how each contributes 
to the other, and wider government outcomes. 

Introduction: The three waters sector 

22. The three waters (drinking water, wastewater and stormwater) provide essential 
services that are critical to public health, environmental sustainability, community 
wellbeing, growth, and the economic development of New Zealand's communities. 
Taken together, the three waters represent one of New Zealand’s most significant 
infrastructure sectors, with an estimated replacement value of $54.7 billion. 

23. A significant proportion of that infrastructure was built after World War II. The Office 
of the Auditor- General estimates that much of the water-related infrastructure 
owned by local authorities will need to be repaired or replaced between 2040 and 
20601. However, one of the biggest challenges facing the sector is a lack of reliable 
asset information, which makes it difficult to understand what the true cost of these 
upgrades are and when those costs will it be incurred2. 

24. The funding, capability and affordability challenges currently facing three waters 
service providers and their communities are significant. The Office of the Auditor-
General has reported that local authorities might not be reinvesting enough in three 
waters assets, suggesting that these assets could be deteriorating to an extent that 
they are unable to meet the levels of service that their communities expect3. 

25. The following two sections provide an overview of drinking water, wastewater and 
stormwater services and their regulation. 

1 Controller and Auditor -General. Introducing our work programme - Water management. October 2017 ISBN 
978-0-478-44275-5. paras 2.9 -2.11 

2 National Infrastructure Unit (2015). The Thirty Year Infrastructure Plan. 
3 Controller and Auditor -General. Introducing our work programme - Water management. October 2017 ISBN 

978-0-478-44275-5. paras 2.9 -2.11 
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28. Some central government agencies will also be captured by the regulatory reform. 
These facilities are often unable to access network (usually local council) suppliers, 
and include prisons, defence facilities and rural schools, as well as some Department 
of Conservation facilities8. 

29. This regulatory reform will impact on both network suppliers and specified self-
suppliers. For most network suppliers, the impact will be to strengthen their existing 
obligations. For specified self-suppliers and for network suppliers to under 25 people, 
the regulatory proposals will create new obligations. Domestic self-suppliers will be 
unaffected by the proposed regulatory reform. 

Regulatory system for drinking water 

30. The current regulatory system for drinking water in New Zealand has three key 
elements – the management of source water, the regulation of drinking water 
suppliers, and the management of drinking water within buildings. 

31. Source water, either from below ground or from a surface catchment, is primarily 
governed by the Resource Management Act 1991 (RMA) and the National 
Environmental Standard for Sources of Human Drinking Water (Drinking Water NES). 
Both impose requirements on regional councils and territorial authorities when 
making decisions that could affect the quality of drinking water. 

32. The Drinking Water NES9 has recently been reviewed. This regulatory reform proposes 
that the Drinking Water NES be revised (using the processes set out in the RMA) to 
strengthen and clarify the requirements on regional councils and territorial 
authorities. 

33. Network water suppliers are regulated under the Health Act 1956, with the size of 
network determining their regulatory requirements. Any network supplier who 
supplies water to more than 500 people is required to: 

• Be included in the Register of Drinking-Water Supplies in New Zealand. The 
register provides information on who is registered as a drinking water 
supplier and gives information about their supplies or sources of water. 

• Take all practicable steps to ensure they provide an adequate supply of 
drinking water that complies with the New Zealand Drinking-Water 
Standards. The drinking water standards are the reference that water 
quality is measured against. 

• Develop and implement Water Safety Plans. Water Safety Plans consider 
the potential risk to the water supply and identify ways to manage those 
risks. 

8 What should be included is still being worked through by the Ministry of Health, and Ministry for the 
Environment, but may include road-accessible campsites, visitor centres, and Great Walk Serviced and Alpine 
back country huts. 

9 www.mfe.govt.nz/fresh-water/freshwater-acts-and-regulations/national-environmental-standards/national-
environmental. 
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• Keep records and provide information about compliance to the Ministry of 
Health. The Annual Report on Drinking-Water Quality is published each 
year. 

• Assist Drinking Water Assessors, Designated Officers, and Medical Officers 
of Health to determine compliance with the Health Act and the Drinking 
Water Standards. 

33.1 Networked suppliers who supply drinking water to less than 500 people must 
meet the same duties but are not required to implement a water safety plan. 
Networked suppliers (including rural agricultural drinking water suppliers) who 
supply water to less than 25 people are not required to meet any of the above 
requirements. 

34. Specified self-suppliers are required to register as drinking water suppliers but are 
regulated by a range of legislative instruments related to the primary activity of these 
self-suppliers. Examples include the Food Act 2014, the Building Act 2006, the Local 
Government Act 2002, campground regulations and standards for schools. While 
some self-suppliers must meet higher standards (e.g. hospitals), for most specified 
self-suppliers drinking water is not a focus for the regulatory regimes they operate 
under. 

35. Domestic self-suppliers are subject to the Building Act, which takes over responsibility 
for water once it leaves a networked supply and enters the building-owner's property. 
The Building Act also cover situations where the buildings have its own self-supply 
(e.g. a roof tank or bore). This regulatory reform does not propose any change to the 
existing regulatory arrangements for domestic self-suppliers. 

36. The New Zealand Drinking Water Standards (DWSNZ) provide a reference point for 
drinking water quality. In general terms, the rates of compliance with the DWSNZ fall 
as the size of the supplier reduces. The rates of non- compliance with the DWSNZ for 
non-council and small suppliers increase significantly as the size of supplier decreases. 
However, reliable information about smaller drinking water suppliers, many of whom 
are currently outside of the regulatory system is difficult to obtain. 

37. Compliance and enforcement were identified by the Havelock North Drinking Water 
Inquiry10 as a weakness of the existing regulatory system, including the current 
arrangements for central government oversight of the regulatory system. While the 
Ministry of Health has oversight over the regulatory system, they have had limited 
influence over Drinking Water Assessors (DWA) and Medical Officers of Health who 
are employed by the local District Health Board. The Inquiry found that, both 
individually and collectively, DWA have struggled to prioritise drinking water amongst 
their other responsibilities. 

10 The Havelock North Inquiry into drinking water safety followed the 2016 campylobacter outbreak in 
Havelock North. Up to 5500 people were ill as a result and four people are thought to have died from 
associated causes. The Inquiry’s findings raised broader questions about the effectiveness of the regulatory 
regime for the three waters, and the capability and sustainability of water service providers. The Inquiry 
made 51 recommendations to strengthen the regulatory system 
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The problem 

53. The three waters system is critical for the health and wellbeing of New Zealand. It is an 
important contributor to a high performing economy, and to our international 
reputation as a tourist destination. However, the evidence suggests that there are 
system wide challenges facing the three waters system. 

54. Key problems with the current system that need to be addressed are: 

• A fragmented regulatory system. There are significant weaknesses in current 
regulatory system. A lack of central government oversight means that if drinking 
water suppliers are regulated, they can be regulated under different legislative 
regimes and/or have different obligations. This means that it is unclear to suppliers, 
what requirements they must meet, and for consumers what regulation protects 
them. While the Resource Management Act delegates the regulation of wastewater 
and stormwater discharges to regional councils, highly variable regulatory 
approaches, make it difficult to be assured that wastewater and stormwater 
operators are delivering the best possible environmental outcomes. 

• Poor management of risks. A core principle from the Havelock North Inquiry was 
that “suppliers must own the safety of drinking water”. However, there is a lack of 
consistent application of preventative risk management practices, by drinking water 
suppliers. This creates unacceptable risks for residents and visitors to New Zealand. 
It is also not clear how or if wastewater and stormwater operators are managing 
existing and future risks. These risks will continue to grow as the aging 
infrastructure, the impacts of land-use intensification, and climate change increase 
the frequency and intensity of natural events. To manage these risks will require 
more active approaches from suppliers and greater awareness and oversight from 
regulators. 

• A lack of accountability. Inconsistent compliance and enforcement practices across 
the country have meant there is there is little or no accountability or consequence 
for failing to meet existing regulatory requirements. Poor central government 
oversight, competing priorities for both DHBs and regional councils and a lack of 
effective and/or consistent enforcement have allowed persistent non-compliance 
by some drinking water suppliers, and wastewater operators to continue. 

• Limited recognition of Te Mana o te Wai. Māori interests in water do not delineate 
between three waters, freshwater and coastal water. Māori have consistently 
identified improving water quality and ecosystem health as a priority. Te Mana o te 
Wai, recognises the connection between water and the broader environment – Te 
Hauora o te Taiao (the health of the environment), Te Hauora o te Wai (the health 
of the waterbody) and Te Hauora o te Tangata (the health of the people). However, 
across the regulatory system, there are examples, where Māori interests and/or 
their knowledge have not been considered by decision makers or used to support 
engagement and discussion with the community to inform the setting of freshwater 
objectives and limits. 

REGULATORY IMPACT STATEMENT: STRENGTHENING THE REGULATION OF DRINKING WATER, WASTEWATER AND 
STORMWATER 

UNCLASSIFIED Page 20 of 75 

2rnfoawa2b 2019-07-15 09:02:24 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



      

 

The Department of Internal Affairs 

Te Tari Taiwhenua 

• A lack of investment in three waters infrastructure and services. Three waters 
infrastructure provides essential services to communities. Significant investment is 
required to maintain, operate and upgrade three waters services. Limited central 
government oversight, poor access to information about the performance of three 
water services, and a lack of formal enforcement action, means that there are 
limited sanctions for failing to plan for, and commit to those investments.  The lack 
of consistent, and sufficient investment creates an infrastructure deficit, that results 
in poor levels of service, a lack of resilience, and poor public health and 
environmental outcomes. 

• Variable capacity and capability. There are ongoing capability and resourcing 
problems across the drinking water sector, and no organisation has clear 
responsibilities for ensuring the training is available to build capability. Significant 
variability in capacity and capability across the three waters system, particularly for 
smaller providers is not keeping pace with developing technology, and the 
increasing complexity of maintaining and operating three waters infrastructure. 
With an aging workforce and increasing community expectations, these capability 
challenges will continue to increase. 

• Poor access to information for central government and the public. There is a lack 
of transparency on the performance of the three waters sector. Limited central 
government monitoring and reporting, and variable regional approaches make it 
very difficult or impossible to compare or benchmark the performance of three 
waters providers. This creates uncertainty about how well three water 
infrastructure and services are being managed by providers, and how capable they 
are to meet expected public health, and environmental outcomes. 

• A lack of national level system oversight. Central government oversight of the 
three waters system is weak, with diffuse responsibilities spread across central and 
local government. No specific government agency has the three waters as its core 
focus. There are significant gaps in critical areas like drinking water safety, where 
distributed enforcement has contributed to a lack of accountability across the 
system. There is also very little help or support for drinking water suppliers, or 
wastewater and stormwater operators, to identify best practice, understand their 
regulatory requirements, and respond to new and emerging issues. 

55. Collectively, these problems all contribute to the current weaknesses in the regulatory 
system. Taken together they mean that we cannot always be confident that drinking 
water will be safe to drink, and that acceptable environmental outcomes are being 
achieved. 

Stakeholder views 

56. Between early March and mid-April 2019, officials held a series of nine regional 
targeted engagement workshops to test emerging proposals. These workshops 
included attendees from the local government, health, environment, rural, iwi/Māori, 
and water industry sectors. 

REGULATORY IMPACT STATEMENT: STRENGTHENING THE REGULATION OF DRINKING WATER, WASTEWATER AND 
STORMWATER 

UNCLASSIFIED Page 21 of 75 

2rnfoawa2b 2019-07-15 09:02:24 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 M
ini

ste
r o

f L
oc

al 
Gov

ern
men

t



    

       

 

 

 

The Department of Internal Affairs 

Te Tari Taiwhenua 

57. The workshops informed further development of the proposals. A report on targeted 
stakeholder engagement has been prepared and has been published on the Three 
Waters website. 16 

58. The workshops were complemented by other stakeholder briefings and meetings with 
government agencies, iwi/Māori, local government reference groups representing 
regional councils and territorial authorities, public health groups, and water advisory 
bodies. 

59. In addition to the workshops, a group of “critical friends’’, drawn from these sectors, 
provided detailed input and guidance to shape the proposals. Two sessions were held 
with the critical friends. The first to test initial thinking and support the development 
of the proposals, while the second workshop provided an opportunity to test the 
proposed options. 

60. Overall, the stakeholder engagement confirmed that, in general, the direction of travel 
for the regulatory reforms is appropriate. However, it also signalled some areas of 
likely challenge for water suppliers and operators and identified other detailed 
matters on which further consideration is required or will need to be managed by the 
water regulator. Stakeholder feedback is summarised below: 

Drinking Water 

61. Overall, there was a high level of agreement that the regulation of drinking water 
required urgent attention, and that the proposals would address the issues, but some 
had some concerns about the following: 

• costs, funding and compliance burdens – particularly for small 
communities and suppliers (e.g. marae) potentially being brought into the 
regulatory system; 

• capability, support and resources; 

• the obligation on local government to supply or ensure access to safe 
drinking water, and whether this is reasonable; and 

• mandatory residual treatment and an associated exemption – with strong 
views for, and some against, this approach. 

Wastewater and Stormwater 

62. Reaction to wastewater and stormwater proposals was more nuanced, with 
arguments for and against aspects including, most prominently: 

• new national standards for treatment of wastewater discharges and 
overflows; 

• risk management plans for wastewater and stormwater networks; 

• stronger central oversight; and 

• costs and funding. 

16 https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-documents/$file/Stakeholder-engagement-
report-May-2019-a.pdf 
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Māori and Iwi perspectives 

63. During our engagement, iwi/Māori reiterated that their interests in anything water 
related are broad and integral. Water is a taonga and the holistic Māori world view 
resists separating out parts of water or the environment (or compartmentalising 
reviews or work programmes). 

64. This perspective underlines the importance of ensuring that the Review is being 
progressed in tandem with the Essential Freshwater programme, where the broader 
discussion about Māori rights and interests in water is occurring. 

65. Regarding the three waters specifically, Māori have articulated the following high-level 
considerations: 

• upholding Te Mana o Te Wai as the guiding principle driving this regulatory 
work; 

• the importance of having a design role in regulatory arrangements; 

• providing a clear link to the rest of the Government’s Essential Freshwater 
work programme; 

• the need for cultural values and mātauranga Māori to be built into 
standards, regulations and consenting decisions; and 

• wai is wai – that there needs to be a holistic approach to managing water. 

66. Much of the feedback from Māori focused on the impact of the proposals on marae 
and papakāinga. There was support for ensuring marae and papakāinga receive safe 
drinking water but concerns about the cost and compliance burden on already 
stretched hau kainga (home people of a marae who often manage that marae with 
very little financial support). 

67. The other main area of discussion was the disposal of wastewater. The discharge of 
human waste into water infringes traditional Māori values. However, there are 
examples around New Zealand where councils have worked closely with Māori to 
come up with a solution that meets everyone’s objectives in a cost-effective way. 
Engagement reinforced that Māori values and expertise should be incorporated into 
national standards and environmental performance measures, but that there needs to 
be enough flexibility to achieve local solutions. 

Objectives 

68. The Government has a range of concerns about the three waters regulatory system 
and has considered a suite of papers on the issues affecting the three waters system. 
Through those papers the following high-level objectives have been developed to 
guide the design the package of regulatory proposals to address concerns about the 
three waters regulatory system. They are: 

• To improve public health and wellbeing; 

• Protect and enhance environmental outcomes, including water quality and 
climate change mitigation; 

• Uphold Te Mana o te Wai ; 

• Improve the management of risks to people, property, and the environment; 
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• Protect public investment in three waters assets, and ensure resilience to the 
potential effects of climate change; 

• Improve transparency about, and accountability for, the performance of three 
waters services and delivery of regulatory functions. 

69. These objectives provide the basis for the following criteria that have been developed 
to evaluate the effectiveness of the proposed options in section 4. 

Criteria 1: Improves public health, wellbeing and environmental outcomes 

70. The three waters system provides essential services for communities. People must 
have reliable access to drinking water that is safe to drink, and wastewater and 
stormwater systems should protect the environment while reflecting the preferences 
of communities in which services are situated. 

71. This criterion will be met when all people have access to three waters services, and 
the regulatory system ensures that the drinking water they receive is safe to drink, 
and the impact of discharges on freshwater and coastal environments is being 
managed in a way that reflects environmental and community values. 

Criteria 2: Contributes to upholding Te Mana o te Wai 

72. Māori interests in water are wide ranging. When Te Mana o te Wai is given full effect, 
the water body will sustain the full range of environmental, social, cultural and 
economic values held by the iwi, hapū, whānau and the wider community. 

73. Examples of where the regulatory system can contribute to upholding Te Mana o te 
Wai is when regulators and service providers recognise Maori interests through: 

• stewardship of the three waters system, where there are opportunities to align 
with the work on Essential Freshwater, and reflect the Māori-Crown 
relationship 

• considering Māori interests and involvement in freshwater management 
decision making processes 

• recognition of Te Mana o te Wai in freshwater management. 

Criteria 3: Improves management of risks to people, property and the environment 

74. The Havelock North Inquiry found that key risks impacting on drinking water supply 
were not recognised and acted on by the agencies that had the responsibility to 
ensure that the drinking water was safe. Wastewater and stormwater operators also 
need to manage risks to people, property and environment. That includes current risks 
and future risks, particularly the impact of climate change on the intensity of rainfall 
and /or the operation of pipe networks. 

75. This objective will be met when the regulatory system, includes: 

• processes, institutions and commits resources to ensure that providers of three 
waters systems are actively managing current and future risks, and 

• the regulatory requirements on regulated parties consider the consequence of risks 
to people, property and the environment in their design and enforcement. 
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Criteria 4: Improves transparency and accountability 

76. A lack of transparent information about three waters services and outcomes limits the 
ability of the public to have access to information about the performance of three 
waters systems. Poor information undermines central government’s stewardship role 
and impacts on the ability of agencies to provide consumers and the community with 
the assurance that their three waters services are effective, efficient, accountable and 
resilient. 

77. Improved transparency and accountability will mean that: 

• Regulated parties will clearly understand the regulatory requirements, and their 
roles and responsibilities. 

• Regulated parties will be held to account for failure to comply with those 
requirements, and 

• That the public will have access to relevant information that will enable them to 
identify when their provider of those services is failing to comply with expected 
requirements. 

Criteria 5: Regulatory system is fit for purpose 

78. In addition to the wider objectives of the reforms, the regulatory stewardship and 
systems need to be fit for purpose to ensure that: 

• the burden of rules and their enforcement are proportionate to the benefits 
that are expected to result 

• the regulated parties have certainty as to their legal obligations, 

• the regulated parties can adopt least cost and innovative approaches, 

• the regulators have the people and systems necessary to operate an efficient 
and effective regulatory regime, and the ability to evolve to respond to 
changing circumstances. 
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Section 3: Options Identification 

79. The following section describes the key features of the options, the problem or 
opportunity they seek to address, the counterfactual (continuing with the status quo), 
and the alternative options (regulatory and non-regulatory) that have been 
considered. 

80. The package of reforms to the three waters regulatory system has three elements: 

80.1 Significant system-wide reforms to the regulation of drinking water and source 
water that will require all drinking water suppliers (apart from domestic self-
suppliers) to be part of the regulatory system and will significantly strengthen 
the obligations on suppliers and local government. The reforms will increase 
central government oversight, make improvements to compliance, monitoring 
process and create a tougher and more consistent approach to enforcement. 
Following Cabinet decisions, these proposals will be progressed through a 
Water Services Bill. 

80.2 Targeted reforms to improve the regulation and performance of wastewater 
and stormwater systems. The proposals will increase transparency, and 
progress work to improve risk management, and consider a new national 
environmental standard for wastewater and stormwater discharges. Most of 
these proposals will be progressed alongside the Essential Freshwater 
Programme. 

80.3 Establishing a central regulator, who will be responsible for overseeing the 
entire drinking water system, and some specific wastewater and stormwater 
regulatory functions. Ministers are being asked to agree to the establishment 
of centrally located three waters regulator, subject to further advice on options 
for the machinery of government arrangements. 

Implementation context 

81. We are proposing a five-year transition period for the central regulator, to implement 
the new regulatory system. However, this timeframe may be challenging for some 
suppliers to comply with their obligations, particularly small suppliers and those 
suppliers that are being brought into the regulatory system for the first time. 

82. Further work is needed to determine the most practicable approach to phasing in the 
implementation of the regulatory regime for those small suppliers. We are proposing 
that the Department of Internal Affairs, Ministry of Health, and Ministry of Business, 
Innovation and Employment will provide detailed advice on this matter, for agreement 
by the Ministers of Local Government, Health, and Commerce and Consumer Affairs in 
August 2019. 

83. Further detail on implementation is set out in section 6. 
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specific mandate to 
monitor Three Waters 
infrastructure. 

114. This Cabinet paper is asking Ministers to agree on the broad scope and functions of 
the three waters regulator. Detailed proposals relating to scope, functions, 
institutional form of the regulator, and associated machinery of government 
arrangements, are still being developed, and will be considered in August 2019. 
Reflecting iwi/Māori interests within the roles and functions of the regulator will be 
identified as part of developing those detailed proposals. 
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Section 4: Impact Analysis 

116. The following provides an evaluation of the performance of the proposed options against the objectives. In most cases, that performance has 
been compared against primary alternative options that was considered but is some cases where alternative option was discounted because it 
did not provide an improvement on the status quo, the preferred options has been considered against the status quo as the counterfactual. 

117. We have rated the performance of proposed options using the following scale: 

++ Much better that doing nothing/status quo 

+ Better than doing nothing/the status quo 

0 About the same as doing nothing/the status quo 

- Worse than doing nothing/the status quo 

-- Much worse than doing nothing/the status quo 

Part A: Reforms to the regulation of drinking water and source water 

Increasing the obligation for drinking water suppliers 

118. Most people in New Zealand receive drinking water from network suppliers that are already part of the drinking water regulatory regime. But 
nearly 800,000 people currently receive drinking water from suppliers, who are effectively unregulated under the current arrangements. Many 
of those drinking water suppliers do not comply with the drinking water standards, and there are many examples where consumers have 
unreliable access and/or poor-quality water. It is proposed to bring all those drinking water suppliers (except for domestic self-suppliers into the 
regulatory system, although further work is being undertaken to determine how implementation will be phased. 
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Section 5: Conclusions and recommendations 

142. The three waters are critical for the health and wellbeing of New Zealand. The 
Havelock North contamination event in 2016 drew the nation’s attention to the risks 
and issues facing our drinking water regulatory and service delivery systems. However, 
even if this event had not occurred, there is still a very strong case for improvement. 
Every year, at least 34,000 people become ill from their drinking water, and many 
thousands must boil their water to drink it safely. 

143. There are also issues with the current regulatory arrangements for wastewater and 
stormwater systems. Inconsistent regulatory approaches, the increasing complexity of 
consenting process, and the growing number of wastewater plants operating on 
expired consents is undermining our confidence that the current regulatory system is 
able to consistently deliver outcomes that are acceptable for communities, iwi/Māori, 
and the environment. 

144. There are also significant disparities between communities, in terms of the safety, 
reliability and cost of their drinking water, and the environmental outcomes they 
experience. Māori are particularly over-represented in communities that receive poor 
quality or no three waters services. 

145. Te Mana o te Wai is the key part of an integrated, holistic water management system, 
but it is not clear that Te Mana o te Wai is always being considered by the regulatory 
system. The more we can do to uphold Te Mana o te Wai and to reflect Māori 
interests in the three waters proposals, the better positioned both Maori and the 
Crown will be when it comes to discussing Māori rights and interests in the Essential 
Freshwater programme. This will enhance the Māori-Crown relationship. 

146. The Government has committed to reform the three waters regulatory system to 
address these issues. This Regulatory Impact Assessment provides an analysis of the 
options and alternatives to improve three waters outcomes and address the 
significant and interrelated problems with the existing regulatory system. 

147. Our assessment is the options will deliver meaningful change and improvements to 
the regulatory system, in a manner that achievable for the sector. Key features of the 
proposals that give us that confidence are: 

• The establishment of Central Regulator, who will focus on three waters system 
and has as their key functions assistance and support to the sector 

• The phased approach to the implementation of the regime, and flexibility to 
apply risk-based approaches to how water suppliers comply with the new 
regime 

148. Some of the proposals for the wastewater and stormwater will require further 
detailed work in the context of the Essential Freshwater programme to ensure that 
they support the Government’s overall objectives for freshwater. 
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149. We have engaged extensively with a wide range of stakeholders to develop the 
proposals. There has been strong support for reform of the drinking water regulation, 
although some have concerns about affordability. A mixed reaction to wastewater and 
stormwater proposals has confirmed that our approach to progress work on the 
national standard for wastewater discharges alongside the Essential Freshwater 
programme is the right one. 

150. This regulatory reform may highlight the existing funding and affordability challenges 
that the providers of three waters services face. It is recognised that they will be 
challenging for some suppliers to comply with their obligations, particularly small 
suppliers and those suppliers that are being brought into the regulatory system for the 
first time. Further detailed advice on the most practicable approach to the phasing of 
implementation for those suppliers will be provided to Ministers in August. 

151. The reforms are also part of a broader, longer-term strategy to improve the three 
waters system. Proposals for service delivery and funding arrangements, will be 
considered by Cabinet in late in 2019. This timeframe has been set to enable Ministers 
to consider service delivery and funding proposals in the context of the financial 
implications that arise from the regulatory proposals. 

152. In conclusion, we believe that the cumulative impact of these proposal will result in 
significant improvement in the safety of water, and progress toward ensuring that 
wastewater and stormwater deliver acceptable environmental outcomes. 

Summary table of costs and benefits of the preferred approach 

153. The following tables summarise the costs and benefits of the preferred options. A 
separate summary of costs and benefits have been prepared for the drinking water 
proposals, the wastewater and stormwater proposals, and the establishment of the 
central regulator. 

Part A: Reforms to the regulation of drinking water and source water 

Estimate of costs 

154. An estimate of the national cost to comply with the drinking water standards has been 
developed by Beca Limited, based on estimates undertaken in 2018 for the 
Department of Internal Affairs19. 

155. The cost estimate includes the costs directly associated with achieving compliance 
with the drinking water standards. Any costs associated with capacity increases, 
infrastructure not associated with compliance e.g. access roads, improving resilience 
or redundancy or improving raw water quality are not included. 

156. For the purposes of this analysis it is assumed that impact of strengthened Drinking 
Water NES will be that the quality of drinking water sources will not decline over time. 

19 https://www.dia.govt.nz/diawebsite.nsf/Files/Three-Waters-Review-Cabinet-papers-April-2018/$file/Beca-
report-Cost-Estimates-for-Upgrading-Water-Treatment-Plants.pdf 
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166. Central Government Agencies who will be impacted include, the Minister of 
Education, the Ministry of Defence, the Department of Corrections, and the 
Department of Conservation. Like other drinking water suppliers there is significant 
variability in size of individual drinking water supplies, so for the purposes of this 
analysis they have been included in the overall costs. 

167. The costs of strengthening the regulation of source waters have not been monetised. 
The magnitude of potential impacts on implementing source water risk management 
areas on land users was estimated by Aqualinc in 201820. Their modelled data 
indicated that the impacts will vary for each region depending on the environmental 
characteristics of the catchment or aquifer used for drinking water supply, the nature 
of existing land-use activities, and the policies and rules contained in each council's 
regional plans. More detailed analysis of costs and benefits will be undertaken once 
the specific details of the amendments to the Drinking Water NES have been agreed 
by Cabinet. 

Estimate of Benefits 

168. The primary benefit of the proposed reform is the reduction in illness caused by 
contaminated drinking water. The majority of New Zealand’s waterborne disease 
burden is from underlying, sporadic waterborne illness, but the rates of illness are 
under reported, and actual levels are difficult to estimate. Campylobacter is the most 
common illness caused by contaminated drinking water. The number of notified cases 
case is understood to be far lower than the actual number of cases because most 
people who contract the disease will treat themselves at home. 

169. The Havelock North Inquiry noted that while Ministry of Health in 2007 estimated the 
overall burden of sporadic or underlying drinking water-borne gastrointestinal disease 
at 18,000 to 34,000 cases per year21. The Inquiry heard evidence that a figure of 
100,000 cases plus per year was more likely to be accurate, particularly when small 
private supplies are included. This underlines the uncertainty around the evidence 
base. 

170. In 2010, the Ministry of Health commissioned Law and Economics Consulting Group 
(LEGC)22 to undertake a cost benefit analysis of requiring compliance with bacterial 
and protozoal standards from DWSNZ for network suppliers, supplying water to more 
than 25 people23. The failure to meet those standards is the largest driver of illness 
from drinking water in NZ. 

20 Aqualinc Research Ltd, 2018, Water Source Protection Zones: Delineation methodology and potential 
impacts of national implementation, Report prepared for the Ministry for the Environment. 

21 A Ball “Estimation of the Burden of Waterborne Disease in New Zealand: Preliminary report” (ESR, 2007); 
Drinking-water Guidelines at [1.1.3 

22 https://www.health.govt.nz/system/files/documents/publications/cba-raising-quality-of-networked-
drinking-water-jun2010_0.pdf 

23 This includes large, medium, minor, small 
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Total Monetised 
Benefit 

Includes the avoided costs of illness 
caused by unsafe drinking water 
Does not include the avoided costs of 
preventing outbreaks (e.g. Havelock 
North outbreak cost $21 m) 

$ 12.5 to 23.7 m Medium 

Non-monetised 
benefits 

Improvement in Wellbeing – improved 
quality of life and life expectancy 
International reputation and Tourism- a 
key element of New Zealand’s tourism 
offering/attraction is our clean green 
brand. 
National confidence in water 
infrastructure 
Addressing inequality of access 

High Low 

Part B: Improving the regulation and performance of wastewater and stormwater systems 

174. As noted above, proposals for a national standard, and new obligation for wastewater 
and stormwater operators to manage risks, will be implemented in the context of the 
Essential Freshwater Programme. This regulatory impact assessment has not 
estimated the costs and benefits of those proposals. 

175. This is because, what is included with the scope of national standard e.g. discharge 
standard, standardised consent conditions and the obligations for wastewater and 
stormwater operators, has yet to be determined. This work will be undertaken in 
tandem with the Essential Freshwater Programme, which will carry out detailed 
evaluation of cost and benefits to support the Minister for the Environment, who will 
make the final decisions on adoption of the proposals, in accordance with the 
Resource Management Act 1991, following a formal consultation process. 

176. However, Ministers are being asked to agree to require wastewater and stormwater 
operators to report annually on nationally prescribed environmental performance 
metrics. It is proposed to form a technical advisory group to provide advice on what 
data should be collected, with part of function of that group to identify how reporting 
requirements can be aligned (or replace) existing reporting requirements29. 

177. This makes the additional costs of reporting challenging to estimate, as they will 
depend what data is collected, and the consistency with existing reporting 
requirements. Both requirements will impose costs on the regulator, but it assumed 
that these costs will largely be absorbed within core functions. 

29 Including Local Government Mandatory Performance Measures, and The Environmental Reporting Act 2015 
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186. Using those agencies as a benchmark, we have estimated a high-level range of $15 
million to $40 million operating cost per annum. 

187. The costs are full-year operating cost and exclude any capital costs (e.g. for projects) 
and exclude any operating or capital establishment costs (which will be highly 
dependent on machinery of government arrangements). The costs also exclude 
arrangements to deliver policy and stewardship functions, including any costs 
associated with a separate entity to deliver those functions. 

188. This is very high-level cost estimate ahead of the detailed report back on regulator in 
August, which will include advice on cost and funding arrangements. The wide range 
reflects the level of uncertainty. 
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Section 6: Implementation and operation 

189. The Three Waters Review has three key elements – the regulatory reform set out in 
the RIA, the establishment of a three waters regulator, and the proposals to address 
service delivery and funding arrangements. 

190. In late 2019, the Minister of Local Government will report back to DEV on progress 
with the development of proposals for service delivery and funding arrangements. 
That work is exploring several options, as outlined to Cabinet in November 2018: 

• proceed with regulatory reforms only, with voluntary sector-led reforms to 
service delivery arrangements; 

• establish a three waters fund to support voluntary service delivery 
improvements; and 

• create an aggregated system of dedicated, publicly-owned, drinking water and 
wastewater providers. 

191. The development of proposals for service delivery and funding arrangements will be 
important to enable the improvements intended by this regulatory reform to 
progress. This work is intended to progress in parallel with the drafting of the Water 
Services Bill, and development of the National Environmental Standard for wastewater 
and stormwater discharges. 

Legislating for the proposed regulatory regime 

192. All the drinking water regulatory proposals will be implemented through a Water 
Services Bill. The Water Services Bill is included in this year’s legislative programme 
and has a priority category 4. 

193. Subject to Cabinet approval, the Ministers of/for Local Government, Health and 
Environment will issue drafting instructions to Parliamentary Counsel. Cabinet is also 
being asked to authorise the Ministers of/for Local Government, Health and 
Environment to approve any matters of detail consistent with policy that arise during 
drafting, including any consequential amendments to other legislation that may be 
required. 

194. Cabinet has also been asked to agree that technical experts from the water sector, and 
iwi/Māori representatives, are consulted during drafting of the Bill. 

195. Some of the regulatory proposals for wastewater and stormwater will be also be 
implemented through the Water Services Bill, specifically the: 

• Requirements for wastewater and stormwater operators to report annually on 
a set of nationally-prescribed environmental performance metrics, and for that 
information to be collected, validated, analysed, and published by a central 
regulatory agency; 

• Enabling functions for the centrally located regulator, including: 

a. Setting and publishing national expectations for local authorities 
regarding the compliance, monitoring and enforcement approaches 
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b. Local authorities reporting to the regulator on compliance with consent 
conditions and the status of active and expired discharge consents, 
including the anticipated timeframes for consent renewal; 

c. Identify and monitor emerging contaminants in drinking water, 
wastewater and stormwater, and to coordinate national-level policy 
responses, both regulatory and non-regulatory 

d. Undertaking functions relating to identifying and promoting national 
good practices for stormwater network and management, including the 
development and dissemination of national guidelines. 

196. Proposals to create a national standard for wastewater discharges and overflows and 
establish obligations on wastewater and stormwater operators to manage risks to 
people, property and the environment will be progressed alongside the Essential 
Freshwater programme. 

197. If those proposals are adopted, they will be implemented through a National 
Environmental Standard under the Resource Management Act. The Minister for the 
Environment will make final decisions on the proposed new environmental standard, 
once the Minister is satisfied that all the requirements of section 46A of the RMA have 
been met. 

Implementation 

198. The central regulator will have a key role in the implementation of the regime. As 
described earlier in this paper, a key challenge for the compliance and enforcement of 
the current and future regulatory regime is the variability of supplier capacity and 
capability. A key function of the regulator will be to support suppliers to comply with 
all their regulatory obligations, including being able to take an approach to compliance 
that is tailored to the capability and characteristics of suppliers. 

199. Five years will be allowed for full implementation of the regulatory regime. It is 
intended that the regulator’s initial focus would be on implementing all the core 
components of the regulatory system, ensuring suppliers understand their obligations 
and are registered, working with suppliers to build capability, and investigating and 
dealing with serious cases of non-compliance. 

200. By the end of the third year of the new regulatory system, the regulator would be 
actively monitoring the performance of those suppliers that provide drinking water to 
500 or more consumers and be taking enforcement action where appropriate. The 
regulator would also be working with smaller suppliers to bring them into the 
regulatory system. All suppliers are expected to be compliant with the regulatory 
system by the end of the fifth year. 

201. It may be challenging for some suppliers to comply with their obligations, particularly 
those suppliers that are being brought into the regulatory system for the first time. 
This will be managed by allowing for assistance and time to achieve compliance, in a 
way that is proportionate to supplier capability and the complexity of their water 
supply systems. 
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202. Further work is needed to determine the most practicable approach to the phasing of 
implementation for suppliers that are not currently covered by the regulatory system, 
particularly very small suppliers. Detailed advice on this matter will be considered by 
the Ministers of Local Government, Health, and Commerce and Consumer Affairs in 
August 2019. 
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Section 7: Monitoring, evaluation, and review 

203. The proposed arrangements for monitoring, evaluation and review of the proposed 
regulatory regime, has two elements: 

• Monitoring evaluation and review within the regulatory system of the 
performance of drinking water suppliers, wastewater and stormwater operators. 
This will be a core function of the proposed central regulator. 

• Monitoring evaluation and review of the regulatory system. This is a stewardship 
function that provides oversight of the regulatory system. This will be a function of 
the central government Ministry or Department that will be responsible for the 
administration of the new regulatory regime. 

204. Further detail on where those functions are located, and how they will be performed 
will be identified as we work through the institutional form of the regulator, and 
associated machinery of government arrangements. As discussed above, it is proposed 
to seek further decisions on those detailed proposals for the establishment and scope 
of the central regulator, in August 2019. 

Monitoring evaluation and review within the regulatory system 

205. Performance reporting will be a key function of the central regulator. The regulator 
would be responsible for collating and publishing drinking water compliance and 
monitoring information relating to all suppliers (except individual domestic self-
suppliers).  These functions would build on, but substantially enhance, existing 
provisions relating to performance reporting. 

206. Some key elements of the existing regulatory regime that will continue, and form the 
foundation of the monitoring, evaluation and review framework for the proposed 
regulatory regime are: 

206.1 The Register of Drinking water supplies in New Zealand. Currently, network 
suppliers who supply water to more than 25 people, and community self-
suppliers are required to register as a drinking water supplier. Registration is 
basic requirement for the monitoring framework. However, many smaller 
suppliers have not registered. Ensuring that all drinking water suppliers are 
registered will be early priority for the central regulator. 

206.2 The Annual Report on Drinking Water Quality. Currently, any network supplier 
who supplies water to more than 500 people is required to keep records and 
provide information about compliance to the Minister of Health, who prepares 
and publishes, the Annual Report on Drinking Water Quality. While, what is 
reported, and how it is presented may be refined over time, these reporting 
requirements for larger suppliers will continue to apply. How it will apply to 
smaller suppliers, requires further thought, and will be considered when we 
provide further advice to Ministers, on the most practical approach to phasing 
in implementation for all suppliers (small suppliers) in August. 
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207. We are also proposing that a three waters regulator will carry out some of the new 
responsibilities for wastewater and stormwater oversight and regulation. This will 
include collecting, analysing and publishing the information provided by wastewater 
and stormwater operators, in accordance with nationally-prescribed environmental 
performance metrics. 

208. We have signalled that further work is required to determine the technical 
specifications for these national performance metrics, but they are likely to 
encompass matters such as: wastewater/stormwater discharges, sludge disposal 
practices, greenhouse gas emissions and energy use, environmental impacts, 
resilience, social/cultural indicators, and certain compliance and enforcement 
information. 

209. It is proposed that the regulator will establish a technical advisory group (or groups) to 
provide advice on the development of a suitable set of national performance metrics 
for wastewater and stormwater. This work will be progressed alongside the Essential 
Freshwater programme over the next 12-18 months. 

Monitoring evaluation and review of the regulatory system 

210. This stewardship function will sit outside of the regulatory system to provide advice to 
the government to ensure that the objectives of the regulatory regimes are being met, 
and/or that impacts are as expected.  This will be a function of the Ministry or 
Department that will be responsible for the administration of the new regulatory 
regime. 

211. The detailed arrangements for stewardship of the system will be identified, as part of 
the work to determine the institutional form of the regulator, and associated 
machinery of government arrangements. 
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