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Auckland Governance: Water Issues Q@
O
Portfolio: Local Government @
N
- On 19 October 2009, following reference fiom the Cabinet Committee %%plementation of
Auckland Governance Reforms (AGR), Cabinet: 'S
%‘v
Background o

!

1 noted that the Royal Commission on Auckland Gogarnance (the Royal Commission)
recommended that, in urban areas, all drinking water and wastewater services should be
supplied by Watercare Services Limited (Watereare), owned by the Auckland Council;

. B,

_ " . .
2 noted that the Royal Commission reconifiiénded a relatively light-handed approach to
regulating Watercare; &

3 noted that on 6 April 2009, Cal_gx;é’f’agreed in principle that all drinking and wastewater
setvices in urban areas shou elivered by Watercare as a council-controlled
organisation (CCO) of’theéuckland Council [CAB Min (09) 12/7];

4 noted that on 4 May, 2809, Cabinet agreed that the second Bill provide for Watercare to
undertake the integiétion of water and wastewater in Auckland, under the oversight of the
Auckland Trar , n Authority (ATA) and in accordance with a process approved by the
ATA [CABMIM (09) 15/117;

5 agreed&{}%t Watercare be included within the Local Government Act 2002 (the Act’s)
deﬁgfgbn of “local government organisation”, so that it is required to meet the same
oé‘gfations and restrictions placed on all other council-owned water service providers;

Paﬁ@“: Watercare’s status and ownership of assets
4
“‘Q‘ noted that the CCO framework would:

6.1  require the Auckland Council to appoint directors with the necessary expertise and
experience to contribute to the achievement of its objectives;

6.2 require Watercare and the Auckland Council to develop an annual statement of intent
(50D);

6.3 require the Auckland Council to develop a monitoring regime and to disclose
information on Watercare in its accountability documents; '
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noted that the Companies Act 1993 will ensure that the Auckland Council has the rights of
shareholders, including the right to appoint directors, make decisions on major transactions,
and to demand information to ensure that there is appropriate monitoring of the company;

agreed that from 1 November 2010, Watercare will be owned by the Auckland Council, and
will deliver all reticulated drinking and wastewater services in Auckland;

agreed that until 1 July 2012, Watercare will retain its current status as a council
organisation, and from 1 July 2012 Watercare will become a CCO of the Auckland Council;,

arrangements and asset ownership for the delivery of water services, rather than fi

agreed to allow the Auckland Council to determine, from 2015, the governance é%
Watercare’s form in legislation; é:

W
&
agreed that the assets and liabilities of the current Auckland councils be ﬁéfetred to
Watercare as follows: @

11.1  the assets and liabilities of Metrowater and Manukau Wate@ti\

112 the combined wastewater and stormwater assets cugg/@/ held by the Auckland City
Council; '

%

11.3  the water and wastewater assets and liabiliti@ipf the Waitakere and North Shore
e kOF

cities and Rodney disttict; i
< e
11.4  the water and wastewater assets anﬁc_i{iﬁ%ilities of'the Franklin district to the extent
that the related assets will be majnly used to provide services within the boundaries
of the Auckland Council (gé%\é’“ balance of the assets being transferred to Waikato

District and Waikato Reg%% FCouncils respectively);

.f‘::..;_ assets of Papakura District Council and its responsibilities

115 the water and wastewat
rhe franchise agreement with United Water;

and obligations Ulg

noted that the pmces@@nd protocols relating to the transition of water and wastewater
staff will reflect theutt that Watercare is being expanded, rather than disestablished and
merged with oﬂkgfwmer entities;

&
Part 2: Regulaf%y options

13

note % the Royal Commission recognised that Watercare would have increased

gﬁopoly power;

14 ,ﬂ&oted that the risks associated with Watercare’s potential abuse of its monopoly position

O
{‘
le

16

17
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will be limited by the CCO governance framework and wider safeguards;

noted that the CCO framework and wider safeguards provided by the Office of the Auditor-
General and the Commerce Act 1986 will provide an appropiiate regulatory framework for
Watercare;

noted that under the Local Government Act 2002, thete are no statutory restrictions on how
councils arrange their water activities or charge for water and wastewater;

- agreed that the statutory obligation on Watercare to maintain prices at minimum levels

consistent with effectively managing its assets be retained;
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agreed that the current legislative prohibition on Watercare paying any dividend to its
owner be retained;

agreed that any decisions on water and wastewater pricing be left to the Auckland Council
and Watercare, and be subject to any Auckland Council’s policies and direction through the
SOI;

noted that some Rates Rebate recipients in areas where water and wastewater charges are
currently recovered through rates will be eligible for a lower level of 1ebate as a result of =
these charges being levied directly by Watercare from 1 November 2010;

“'**tz.
noted that consideration of the need for interim measures to address the issue t als tﬂj‘n
paragraph 20 above will be addressed in a further Cabinet paper dealing with 1 1 rating
and funding issues;

Part 3: Watercare’s regulatory powers @O

22

23

)

agreed in principle, subject to the report referred to in paragraph 73 \below to repeal the
Auckland Metropolitan Dtamage Act 1960 and the North Sho&@amage Act 1963, on the

basis that:
asis tha g N/
22.1  these Acts contain many superseded and ulelevéﬁ provisions;

222  these Acts may double up on provisions ;jn(g{ded by more contemporary legislation;
a é,‘-‘ljy
223  their continued existence will Iesult%n incon51stent water and wastewater policy
within Auckland,; 3 :

e
S
"y

directed the Department of Tnterng) airs, in consultation with the ATA and Watercaie, to
report back to AGR in November20 09 if Watercare requires any additional powers and
responsibilities, with this work-Being based on the following principles:

231 Watercare be pr&;@ed with an operating environment to enable it to undertake its

1ole; &

23.2  the powefgand responsibilities extended to Watercare are consistent with the local
verdent legistative framework, unless there is justification for different
treaditient;

233 ﬂ%ﬁy powers and responsibilities granted to Watercare be applied consistently
o <4 throughout Auckland, unless there is adequate justification for different treatment;

@m and

5,(:?%’ 23.4  any proposals are considered against good governance criteria already agreed by

24
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Cabinet, notably demociacy, efficiency and effectiveness [CAB Min (09) 8/10];

agreed that, if Watercare requires any bylaw-making powers under existing legislation, it

should be subject to similar requirements to those enacted for local boards;
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Part 4: Interim arrangements

25

agreed, subject to the decisions in paragraphs 17 and 18 above, to an intetim arrangement,
through either a sunset clause or inclusion as a temporary measure in another legislative
vehicle, whereby the effects of key Watercare-specific provisions in the Local Government
Act 1974 are retained until 30 June 2012, including the provisions regarding Watercare’s
statement of corporate intent, funding plan and asset management plan;

Legislative implications 5,

26

27

agreed to repeal those Watercare-specific provisions contained in the Local Govermn@
Act 1974 that are unnecessary for the interim arrangements ot ongoing governancgiQ
Watercare, and are not relevant to the work on Watercare’s powers and responsiities as
detailed in paragraph 23 above; A

noted that the proposals in the paper under CAB (09) 597 will form pgf the proposed
Local Government (Auckland Law Reform) Bill planned for introdug}tn in November

2009; o
{4

Publicity . W@

28

noted that communication of the government’s decisio@gn the proposed Local
Government (Auckland Law Reform) Bill will be :de by the Minister of Local
Government, in consultation with the offices Of}ﬁ{@ rime Minister and the Associate
Minister of Local Government. G

P
.
0 kS
W
Tt
e

&

&

W
3>

Secretary of the Cabinet é Reference: CAB (09) 597; AGR Min (09) 10/3
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