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January 2026 

LOCAL WATER DONE WELL 

Guidance: Planning, reporting, and accountability 
for water organisations and their shareholders   

This guidance provides information about the planning, reporting, and accountability 
framework that applies to water organisations and shareholders under the Local 
Government (Water Services) Act 2025 (the Act).  

It is part of a package of factsheets and guidance material relating to the Act and the 
associated Local Government (Water Services) (Repeals and Amendments) Act 2025.  

Together, the Local Government (Water Services) Act 2025 and the Local Government 
(Water Services) (Repeals and Amendments) Act 2025 set out the enduring settings for the 
new water services system. They are the third tranche of legislation in the Government’s 
three-stage process for implementing Local Water Done Well. 

This guidance informs water service providers1 that are water organisations – and their 
shareholders – about the planning, reporting, and accountability framework that applies to 
them under the Local Government (Water Services) Act 2025 (the Act), and the key features 
of this framework. In particular, it explains: 

• How the accountability framework in the Act is designed and intended to operate for 
water organisations and shareholders. 

• The planning, reporting, and performance cycle that underpins the accountability 
framework, and the roles and responsibilities of water organisations and 
shareholders. 

• The purpose, content, and processes associated with each of the key planning and 
reporting documents for water organisations, and related matters – covering: 

o statement of expectations; 

o water services strategy; 

o water services annual budget; 

o water services annual report; 

o additional documents and performance monitoring requirements; 

o significance and engagement policies. 

 
 
1 Water service providers is a term used in the Act that includes council providers and water organisations 

(including water services council-controlled organisations that became water organisations when the new 
legislation was enacted). 
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• Intersections with related areas of the Local Government Act 2002 (LGA02) that will 
be relevant to council shareholders. 

• Timeframes and transitional provisions – including the timing of the first water 
services strategy and water services annual report. 

This document applies where a water organisation is the water service provider, and is 
largely focused on situations where the organisation has one or more council shareholders 
(rather than shareholders that are trustees of a consumer trust). A separate guidance 
document has been prepared to explain the planning and reporting requirements that apply 
when a council is the water service provider. 

Accountability framework for water organisations and 
council shareholders 

Overview 

Part 4 of the Act provides a comprehensive new planning and reporting framework for water 
services. This has been designed for the new water service delivery arrangements provided 
for in the Act, and to support and enable other aspects of the Act and new water services 
system. These include the objectives and financial principles (in sections 17 and 18), the 
ability to transfer water service responsibilities to water organisations, and the new 
economic regulation regime for water services in the Commerce Act 1986. 

In particular, Part 4 of the Act supports the accountability framework that applies to water 
organisations and their shareholders. Accountabilities and responsibilities under the Act are 
as follows: 

• Councils are directly accountable to communities, in accordance with the broader 
local government legislative framework.2 Members are elected by these 
communities. 

• Each council is responsible for ensuring water services are provided in its district in 
accordance with the Act, but may establish and/or become a shareholder in water 
organisations and discharge its responsibility by entering into a transfer agreement 
with a water organisation. Where this occurs, the water organisation becomes the 
water service provider for the water services that have been transferred.  

• In the case of the Auckland water organisation3 (Watercare), the accountability 
framework is the same, but its responsibilities for water supply and wastewater 
services are provided for in the Local Government (Auckland Council) Act 2009, 
rather than a transfer agreement.    

 
 
2 This Act is part of a broader suite of local government legislation, including the Local Government Act 2002, 

Local Government (Rating) Act 2002, Local Electoral Act 2001, and Local Government (Auckland Council) Act 
2009.  

3 As defined in section 4 of the Act. 
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• Water organisations are accountable for their performance to their council 
shareholders (or trustees in a consumer trust, if applicable). Shareholders hold the 
accountability levers – such as by appointing and removing the board of the water 
organisation, and monitoring its performance. Shareholders are accountable to the 
communities and/or consumers who elect them, and represent their interests. 

The key features of this framework are illustrated in the diagram below. 

 

As shareholders in water organisations, councils continue to be subject to the general local 
government legislative framework. Although the Act includes provisions that apply in 
addition to, or instead of, some of the usual provisions in the LGA02, this does not affect the 
basic premise of local government accountability to communities (except in situations where 
trustees in a consumer trust are the sole shareholders in a water organisation4). 

Overview of the planning and reporting cycle for water organisations  

Part 4 of the Act includes requirements for several planning and reporting documents for the 
water services provided by a water organisation. These documents provide a transparent 
basis for a continuous cycle of planning and performance for the water organisation – 
supporting the organisation’s accountability to its shareholders, and shareholders’ 
accountability to their communities. 

This planning and reporting framework includes responsibilities for water organisations, and 
their shareholders.  

 
 
4 The Act enables councils to establish consumer trusts to be shareholders in a water organisation – either 

jointly with council shareholders or as sole owners/shareholders. The trustees of a consumer trust are elected 
by the water organisation’s consumers.   
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• Shareholders prepare/adopt the statement of expectations for the water 
organisation. During this process, the water organisation must have an opportunity 
to review and provide comments on a draft of this statement. Water organisations 
must give effect to the statement of expectations. 

• Water organisations prepare/adopt the water services strategy, water services 
annual budget, and water services annual report – but there are also roles for 
shareholders in these processes. 

The planning and reporting cycle, and the main documents it comprises, are illustrated in the 
diagram below. The publication requirements for each document are set out in section 223 
of the Act. 

 

 

Links with Local Government Act documents 

For water organisations, the documents set out in Part 4 of the Act are required instead of 
the plans and reports that are ordinarily required for council-controlled organisations (CCOs) 
under Part 5 of the LGA02.5  For Watercare, there is also an effect on certain provisions in 
the Local Government (Auckland Council) Act 2009 that apply to Auckland Council’s 
substantive CCOs.6   

 
 
5 The documents in Part 4 of the Act replace the CCO statement of expectations, statement of intent, annual 

report, half-yearly or quarterly reports, and other matters provided for in sections 64 to 69 and Schedule 8 of 
the LGA02, which must not be prepared for/by water organisations. This is clarified in section 221 of the Act. 

6 Section 91 of the Local Government (Auckland Council) Act, which enables Auckland Council to impose 
additional accountability requirements on substantive council-controlled organisations, does not apply with 
respect to Watercare. This reflects that, as a water organisation, Watercare will not have the statement of 
intent referred to in section 91, and that many of the matters covered in that section will be in the water 
services strategy. Auckland Council will be able to use the statement of expectations to set any additional 
expectations.  
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As is also the case for council water service providers, the Part 4 documents apply instead of 
there being extensive information about water services in long-term plans, annual plans, 
infrastructure strategies, and annual reports under Part 6 of the LGA02.   

However, council shareholders will need to include information about the water 
organisation itself in their long-term plans and annual reports prepared under the LGA02.7   

For example, the long-term plan must identify: 

• the council’s significant policies and objectives in relation to ownership and control of 
the organisation;  

• the nature and scope of the activities to be provided by the organisation; and 

• the key performance targets and other measures by which performance is to be 
judged. 

The council’s annual report then reports on these matters – including a comparison between 
actual performance and the key performance targets and other measures set out in the 
long-term plan. The annual report would also include audited consolidated financial 
statements for the financial year. 

What happens if not all water services have been transferred to a water organisation? 

Councils may have decided to retain some water services (such as stormwater services), or 
aspects of a water service (such as a small, rural water supply scheme) – meaning they 
continue to be the water service provider with respect to these services.  

In most cases, the council8 will need to prepare/adopt a water services strategy, water 
services annual budget, and water services annual report covering the services it has 
retained. This would apply if a council was providing stormwater services, for example 
(either directly or through a contract9 for services with a water organisation or other third 
party). 

However, these documents are not required if the council is only responsible for a “minor 
aspect” of a water service.  

The Act clarifies that a council that is responsible for providing only a minor aspect of a 
water service that is not connected to a water supply network, wastewater network, or 
stormwater network that is provided by another water service provider: 

 
 
7 Clauses 7 and 28 of Schedule 10 of the LGA02. 
8 Note that most of the references in the Act are to territorial authorities – but these also apply to regional 

councils where relevant (see section 43 of the Act for application and exceptions). In this guidance document, 
we have used the generic term ‘council’ for simplicity, but the Act is more specific.  

9 Instead of transferring responsibilities for stormwater services to a water organisation, a council may decide 
to enter into a contract with the organisation with respect to some or all of those services. If there is a 
contractual arrangement, the water organisation is not the “water service provider” and does not have the 
associated responsibilities or powers (such as the ability to charge consumers).   
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• need not prepare and adopt a water services strategy, a water services annual 
budget, or a water services annual report in respect of the minor aspect of the water 
service; but 

• if it does not prepare and adopt all of those documents under Part 4 of this Act, the 
council must include information relevant to the minor aspect of the water service in 
its planning and reporting documents prepared under Part 6 of the LGA02, with 
appropriate modifications to reflect the minor nature of the aspect of the water 
service that it provides.10 

Examples of a minor aspect of a water service include wastewater services for a community 
facility, such as a campground, that is not connected to a wastewater network; and a water 
supply for a small number of rural homes that are not connected to a water supply network. 

Statement of expectations11 

Purpose, process, and timing 

The statement of expectations is a critical document for shareholders in a water 
organisation. Its purpose is to: 

• set out the shareholders’ expectations of the water organisation; and 

• inform and guide the decisions and actions of the water organisation, and the 
organisation’s preparation of its water services strategy. 

Shareholders are required to prepare and adopt a statement of expectations, and provide it 
to the water organisation at least six months before the organisation is required to prepare 
its water services strategy. A longer period may also be agreed between the shareholders 
and the organisation.  

This means the preparation of the statement of expectations is on a three-yearly cycle – to 
inform the water services strategy. Like the strategy, the statement must relate to a period 
of at least 10 consecutive financial years. 

Subject to the content requirements described below, there is flexibility for shareholders 
about how they wish to utilise this document. It will be up to shareholders to determine the 
nature and extent of any updates/amendments needed to a statement of expectations. For 
example, it may be the case that shareholders are sufficiently satisfied with the expectations 
they have set in the initial statement, and subsequent iterations do not involve substantial 
changes. This would help to provide consistency to the water organisation.  

 
 
10 Section 219 of the Act. 
11 The information provided in this part of the guidance document reflects provisions in sections 224 to 229 of 

the Act, and aspects of the policy intent that informed these provisions.  
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Shareholders can only provide one statement of expectations to a water organisation at any 
time, and must publish the process they will follow to prepare each statement. The intent of 
these requirements is to ensure: 

• a water organisation is not receiving multiple statements – for example, in situations 
where it has more than one shareholder, it cannot receive a statement from each 
shareholder; 

• shareholders have agreed a process they will follow to collaboratively prepare each 
statement, and there is transparency – for the water organisation and the public – 
about this process.  

As noted above, the process to prepare a statement of expectations must allow for water 
organisation input. Shareholders are required to: 

• provide a draft of the statement to the water organisation; 

• give the water organisation a reasonable opportunity to review the draft statement 
and provide comments; and 

• consider any comments provided by the water organisation before finalising the 
statement. 

The Act does not include any requirements for shareholders to consult communities when 
preparing a statement of expectations. However, council shareholders should consider any 
relevant obligations in their significance and engagement policies and the LGA02. Further 
details on significance and engagement policies are provided later in this guidance 
document.  

Content 

The statement of expectations is the primary way for shareholders to provide direction to 
their water organisation, and is a core mechanism for transparency and accountability – 
between the shareholders and the organisation, and between shareholders and their 
communities/consumers.   

This is reflected in the purpose of the statement – to set out shareholders’ expectations of 
the water organisation – and in the content requirements. In particular, the statement of 
expectations must include “the outcomes that the shareholders expect the water 
organisation to achieve by providing water services”.  

The statement may also include “performance indicators and measures that the 
shareholders may use to monitor the water organisation”. Note that these indicators and 
measures relate to the performance of the organisation itself – not the water services it 
provides. There are separate provisions for levels of service, performance measures and 
targets for the water services in the content of the water services strategy.  

The mandatory content of the statement of expectations also reflects that it is an important 
document for managing the intersections between the water organisation’s role as a water 
service provider and the wider context in which council shareholders operate. For example, 
the statement must include:  
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• requirements relating to the council’s resource management planning and land use 
planning that are relevant to the water organisation’s service area; and 

• a requirement that the water organisation must act in accordance with any relevant 
statutory obligation that applies to a shareholding council. 

The statement may also include matters such as: 

• a requirement that the water organisation act in accordance with an obligation that a 
shareholding council may have with a third party (including with hapū, iwi, or other 
Māori organisations) under a contract or other agreement; 

• how the shareholders require the water organisation to conduct its relationships 
with the shareholders; the shareholders’ communities or any specified stakeholders 
within those communities; hapū, iwi, and other Māori organisations; and/or 
consumers in the water organisation’s service area; 

• expectations in relation to collaborating with the shareholders and other parties 
when providing water services. 

In addition, there are connections between the statement of expectations and other water 
organisation planning and reporting documents. The statement:  

• must describe the information that the water organisation must include in its water 
services half-yearly report (under section 248 of the Act); 

• may include expectations relating to the strategic priorities to be included in the 
water organisation’s water services strategy; and 

• may include a requirement that part or all of the water organisation’s water services 
strategy be independently reviewed or audited (noting that this is not a legislative 
requirement otherwise – except as provided for under section 239(1)(a) of the Act). 

Furthermore, for council shareholders there is a connection between the statement of 
expectations and the assessments of communities’ access to drinking water, wastewater, 
and stormwater services that councils must conduct under sections 69 and 71 of the Act.  

If a council is a shareholder in a water organisation, it is required to consider the findings and 
implications of these assessments in relation to the statement of expectations. The intent is 
that relevant matters would be included in this statement – for example, where 
shareholders have an expectation that the water organisation will address certain findings 
from an assessment in its water services strategy. 

These assessments must be undertaken every three years, and completed at least a year 
before the water services strategy is adopted. The assessments have a broader scope than 
just the services that are provided by a council or water organisation, and cover all 
communities throughout a council’s district (except drinking water domestic self-
suppliers).12  

 
 
12 Section 68 provides definitions for the provisions relating to these assessments. Similar provisions were 

previously located in the LGA02. The first assessment of drinking water services must be completed by 1 July 
2026 (the date that had previously been in the LGA02). The first assessment of wastewater and stormwater 
services must be completed by 1 July 2029. 
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Flexibility and constraints 

Other than the relatively limited mandatory content requirements, there is considerable 
flexibility for shareholders to determine what to include in their statement of expectations. 
There is also the scope to have different expectations that apply to different parts of the 
water organisation’s service area – which may be desirable in situations where there are 
multiple council shareholders, for example. 

A statement may contain a matter that applies: 

• to all or a specified part of the water organisation’s service area (for example, a 
matter that applies only to a council’s district); 

• to all or a specified part of the water services provided by the water organisation (for 
example, a matter that applies only to wastewater). 

There are some limitations on this flexibility, though, and it works in connection with other 
core documents that apply to the water organisation (foundation documents and transfer 
agreements).  

A statement of expectations must be consistent with: 

• all legislative obligations that apply to the water organisation; 

• the water organisation’s foundation documents – these being its constitution (or all 
rules and other documents that establish or govern the water organisation, if it does 
not have a constitution), and the shareholders’ agreement (if there is more than one 
shareholder);13  

• the water organisation’s responsibilities, as specified in a transfer agreement (or in 
the case of Watercare, its statutory responsibilities for providing water supply 
services and wastewater services). 

If a water organisation receives a statement of expectations that is inconsistent with a 
direction or requirement imposed by a regulator, the regulator’s direction or requirement 
prevails to the extent of the inconsistency.14 

In addition, unless the water organisation’s foundation documents provide otherwise, a 
statement of expectations must not include any requirements or expectations that: 

• relate to the water organisation’s performance or exercise of a duty, function, or 
power under this Act; or 

• require the water organisation to perform, or not to perform, a specified act, or to 
achieve a specified result, in relation to a specified person or persons.15 

 
 
13 These are the foundation documents that must be prepared when a water organisation is established – see 

section 44(4) of the Act, and the definition of foundation documents in section 4. 
14 The regulators referred to in section 229 of the Act are the Commerce Commission, Water Services 

Authority, and the regional council or unitary authority in whose region the water organisation is providing 
water services.  

15 Section 228 of the Act. 



Local Water Done Well guidance 

 Page 10 of 38 

The general intent of these provisions is to limit the ability of shareholders to interfere in 
operational matters – because overseeing those matters is the responsibility of the board. 

Finally, if a water organisation is financially independent of its shareholders, the statement 
of expectations must not include any requirements or expectations that would compromise 
that financial independence.16 

Water services strategies 

Overview 

Water services strategies are the core planning and accountability document for water 
organisations. 

As a water service provider, each water organisation must prepare a water services strategy, 
and have a strategy in place at all times. 

A water services strategy: 

• must be adopted before the start of the first financial year to which it relates; 

• comes into force on the first day of the first financial year to which the strategy 
relates; 

• continues in force until the end of the third consecutive financial year to which it 
relates; and 

• must relate to a period of at least 10 consecutive financial years or such other period 
as is specified in Part 4 or Schedule 3 of the Act. 

The Act also contains specific provisions that apply to the water services strategy for a new 
water organisation, and transitional arrangements for the timing of the first strategies. 
These matters are described at the end of this document. 

Each strategy incorporates several components – strategic, operational, and financial – and 
presents this information in a single, integrated document. It also covers multiple time 
horizons, with: 

• pricing/charging and budgetary information for a three-year period; 

• financial forecasting information over a 10-year period; 

• long-range infrastructure and investment information, over at least 30 years. 

Effect of adopting a water services strategy 

The Act clarifies that the effect of a water services strategy adopted by a water service 
provider is to provide a formal and public statement of the provider’s intentions in relation 
to the matters covered by the strategy. 

 
 
16 Section 228 of the Act. 
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However, a resolution to adopt a water strategy does not constitute a decision to act on any 
specific matter included in the strategy. No person is entitled to require a water service 
provider to implement the provisions of a strategy. 

This approach is similar to the approach taken in the LGA02, regarding the effect of adopting 
a long-term plan.  

Under section 233 of the Act, a water organisation may make a decision that is inconsistent 
with the contents of its water services strategy – except decisions to set a charge under 
section 86 of the Act.17   

The Act deals with inconsistent decisions by a water organisation in a similar manner to the 
provisions that apply to councils under the LGA02.  

If a decision of a water organisation is significantly inconsistent with, or is anticipated to 
have consequences that will be significantly inconsistent with, the organisation’s water 
services strategy, the organisation must, when making the decision, clearly identify: 

• the inconsistency;  

• the reasons for the inconsistency; and 

• any intention of the water organisation to amend the water services strategy to 
accommodate the decision. 

Process for preparing water services strategies 

Water services strategies are prepared by water organisations with respect to the water 
services they are responsible for providing – as set out in a transfer agreement. 

Part 4 of the Act includes requirements relating to the processes for preparing water 
services strategies. There are different processes for water service providers that are 
councils and water organisations. These differences reflect the accountability arrangements 
that apply – with councils being directly accountable to communities, and water 
organisations being accountable to their shareholders (who are accountable to communities 
and consumers). 

The diagram and information below explain the processes to be followed by water 
organisations and their shareholders, and the relationship with other documents. 

 
 
17 Under section 86, charges must be set in accordance with the water organisation’s water services strategy. 

Under clause 5 of Schedule 3, the strategy must include the intended approach to pricing and charging for the 
first three financial years to which the strategy relates, along with the intended schedule of prices and 
charges, and supporting methodologies.  
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Water organisations are required to: 

• prepare a draft water services strategy in accordance with Part 4 of the Act and their 
significance and engagement policies (prepared under Part 2 of the Act – and 
referred to later in this guidance); and 

• provide the draft strategy to shareholders for comment. 

The Act requires that shareholders of the water organisation must determine the nature of 
their involvement in preparing and finalising the water services strategy, including whether 
the shareholders will be able to, as necessary:  

• provide comments on the draft strategy, require the water organisation to amend 
the draft strategy, and/or approve the final strategy; or 

• provide comments on the draft water services strategy, but not have the power to 
require changes or approve the final strategy.18 

The shareholders of the water organisation must ensure information on the nature of their 
involvement in preparing and finalising the water services strategy is included in the water 
organisation’s foundation documents.19 

In addition, as required by clause 9 of the Schedule 3 of the Act, the water organisation’s 
water services strategy must include: 

• a summary of any comments provided by shareholders on a draft of the strategy;  

 
 
18 If a council shareholder is able to approve the final strategy, it must comply with the decision-making 

requirements in the LGA02 when doing so. The responsible decision makers for revenue and charging must 
be specified in the water organisation’s transfer agreement – as required by Schedule 2 of the Act. Who the 
final decision maker is in relation to “approving” certain aspects of the strategy may have implications for 
who is considered to be the regulated party under the Commerce Act.  

19 The foundation documents include the constitution, or any other rules or other documents that establish or 
govern the water organisation, and the shareholders’ agreement (if there is more than one shareholder). 
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• an explanation of any significant changes that shareholders required the organisation 
to make to the draft strategy; and 

• a statement as to whether shareholders approved the final water services strategy. 

Additional considerations for shareholders when determining their involvement in the 
water services strategy 

Shareholders should give careful consideration to the implications of an approach that 
enables them to do more than comment on the draft strategy. Approving the final strategy 
and/or requiring changes to the draft strategy could mean shareholding councils are 
“decision-makers” in relation to critical aspects of the strategy – including with regard to the 
factors below. 

This is an important consideration because other parts of the legislation set out specific 
requirements relating to who holds the final decision-making responsibilities about certain 
matters that are part of the mandatory content of a water services strategy – these being: 

• the water organisation’s capital expenditure and operating expenditure for the water 
services it provides; 

• the water organisation’s level of charges and revenue recovery for the water services 
it provides. 

The water organisation’s transfer agreement must set out whether the board of the 
organisation or the council shareholder(s) will be responsible for making decisions about the 
above matters.20  

If a transfer agreement specifies that the council will be responsible for making any final 
decision relating to the matters described above, the practical implications of that approach 
must be explained in the transfer agreement or the water organisation’s foundation 
documents. This must include an explanation of: 

• the implications for the council and the water organisation; 

• the implications for the process of preparing the water organisation’s water services 
strategy and water services annual budget;  

• how the council will notify the water organisation of its final decision; and 

• how the council will ensure that its process for making the final decision is 
transparent to its communities. 

The legislation is not specific about the implications that may be relevant, but points for 
consideration are likely to include:  

• that the decision-maker would also be a “decision-making local government water 
service supplier” subject to economic regulation by the Commerce Commission 
under the Commerce Act 1986;21 

 
 
20 Clause 7 of Schedule 2 of the Act. 
21 See section 57D of the Commerce Act 1986. 
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• the impact on borrowing arrangements between the Local Government Funding 
Agency and water organisation; 

• despite elected members and employees of a shareholder council not being 
permitted to be appointed to the board of a water organisation under the Act, any 
decision-maker that is not on the board of the water organisation but is making 
decisions of a nature expected of a company director should be cautious in respect of 
being considered a deemed director (which could attract director's duties) under the 
Companies Act 1993. 

In addition, if a council shareholder is able to approve the final water services strategy, it 
must comply with the general decision-making requirements in the LGA02. 

Additional consultation requirements 

Water organisations and their shareholders are not required to consult communities or 
consumers on a draft water services strategy. However: 

• a water organisation’s significance and engagement policy may require such 
consultation; and  

• if the shareholders require the water organisation to consult on any proposals 
contained in a draft water services strategy (in addition to the shareholders 
commenting on the strategy), the organisation must consult in accordance with its 
significance and engagement policy. 

In addition, the Act requires that public consultation must be undertaken on a proposal in a 
water services strategy to: 

• transfer ownership or control of a strategic water services asset; or 

• receive a transfer of ownership or control of a strategic water services asset; or 

• make a significant change to the level of service provided in relation to any water 
service.22 

This public consultation must be undertaken by the organisation’s shareholders – or the 
organisation itself, if directed by the shareholders. 

Process when amending a water services strategy 

A water organisation may amend its water services strategy at any time. However, before 
doing so, the organisation must: 

• consider whether its significance and engagement policy is relevant to the proposed 
amendment, and take any further action required to comply with the significance 
and engagement policy; 

 
 
22 Section 236(9). This is similar to the requirements in Part 2 of the Act for consultation on these matters that 

apply in situations where a council is the water service provider. 
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• give written notice to its shareholders of the proposed amendment, and consider any 
comments made by the shareholders on the proposed amendment that: 

o the water organisation receives by a date agreed with the shareholders; and 

o the shareholders make in accordance with the nature of their involvement (as 
described above, and referred to in section 236(2) of the Act). 

Purpose of the strategy 

The Act sets out the purpose of a water services strategy.23  For a water service provider that 
is a water organisation, the purpose is to:  

• state publicly, for the period to which the strategy relates: 

o the water services activities that it intends to carry out to achieve the 
objectives specified in section 17 of the Act and any other outcomes; and 

o how the intended activities will contribute to the expectations, outcomes, or 
any other relevant matters set out in the water organisation’s statement of 
expectations;  

• provide a basis for accountability to the water organisation’s shareholders for its 
performance in providing water services; 

• provide an opportunity for the shareholders of the water organisation to: 

o participate in the water organisation setting its strategic intentions and 
performance framework; and 

o influence the strategic direction of the water organisation. 

Part of the purpose is also to present, in one document, information that relates to a water 
service provider’s provision of water services throughout its service area – to provide 
transparency about, and support decision making in relation to: 

• the costs of, and investment associated with, providing water services; 

• the water service provider’s proposed charges, levels of service, and performance 
measures; 

• financial forecasting; and 

• long-term infrastructure and investment plans. 

These provisions reflect a key part of the intent for water services strategies – that there be 
a single document for a water organisation’s service area, which brings together all of the 
above components, even in situations where the organisation may have multiple 
shareholders and cover multiple districts. However, a strategy may still include different 
information or proposals in relation to different parts of the service area. 

 
 
23 Section 232 of the Act. 
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Each water services strategy must be consistent with the water organisation’s foundation 
documents, and its responsibilities. For most water organisations, these responsibilities are 
specified in transfer agreements. For an Auckland water organisation (Watercare), these are 
its responsibilities for providing water supply and wastewater services under the Local 
Government (Auckland Council) Act 2009. 

Content 

The content of water services strategies is largely the same for all water service providers, 
but there are a few additional requirements that apply where the provider is a water 
organisation. This is mainly because the water services strategy also fulfils the role of a 
statement of intent for the water organisation, and responds/relates to aspects of the 
statement of expectations and any other requirements from shareholders.  

For water organisations, a water services strategy must contain: 

• the information specified in Schedule 3 of the Act (see below);  

• any information that they are required to publicly disclose in a water services 
strategy under subpart 4 of Part 4 of the Commerce Act 1986; 

• any information that their shareholders require; and 

• an explanation of any information that is included to give effect to a decision made 
by a shareholder. 

Information included in a water services strategy must be consistent with any applicable 
requirements or determinations issued by the Commerce Commission under Part 4 of the 
Commerce Act 1986. 

All information that is included in a water services strategy must be prepared in accordance 
with generally accepted accounting practice, if that information is of a form or nature for 
which generally accepted accounting practice has developed standards. However, this does 
not apply: 

• if Part 4 of the Commerce Act 1986 makes alternative requirements; or 

• to a funding impact statement that is included in the strategy (see clause 5(2)(e) of 
Schedule 3).24  

The general intent behind the legislative design of the content requirements of the strategy 
was for there to be consistency with similar documents required under the LGA02, where 
relevant and useful in the new water-related context. Many of the requirements are similar 
to and/or based on provisions in the LGA02, but have been modified to be appropriate for 
the new legislation and water services system.  

 
 
24 This is consistent with the approach that is also taken to the funding impact statements included in council 

documents under the LGA02. 
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One similarity is that a lot of the information in a water services strategy is broken down into 
groups of water services activities. This provides transparency about, and supports 
accountability for, each of the groups of activities and the outcomes the water organisation 
expects to achieve by providing the group of activities. 

A ”group of water services activities” means all of the water services activities provided by, 
or on behalf of, a water service provider as part of providing one of the following (as 
applicable to a water organisation’s specific responsibilities): 

• water supply services; 

• wastewater services; 

• stormwater services.25  

Strategic matters26 

For a water service provider that is a water organisation, the water services strategy must 
include: 

• the organisation’s strategic priorities; 

• the objectives, outcomes, and expectations that apply to the organisation, including 
the objectives specified in section 17 of the Act, and any outcomes or expectations 
specified in the organisation’s statement of expectations; 

• an overview of regulatory requirements; 

• an explanation of how the organisation intends to achieve or meet the matters 
referred to above (that is, the strategic priorities, objectives, outcomes and 
expectations, and regulatory requirements); 

• the measures and targets by which the organisation’s shareholders can assess the 
organisation’s performance in relation to its objectives and outcomes; 

• factors that the organisation expects will have a significant impact (on the 
organisation), including: 

o any expected changes to the population and to the use of land in its service 
area, and the expected capital and operating costs required to address the 
expected changes; 

o any expected investment needed to meet objectives relating to housing 
growth and urban development; 

• any other significant issues affecting the organisation’s ability to maintain existing 

levels of service to consumers and to meet additional demands for water services; 

• information relating to a territorial authority’s resource management planning and 
land use planning in the organisation’s service area, including how the organisation 
intends to respond to any relevant requirements that are included its statement of 
expectations; 

 
 
25 Each of these services are defined in section 4 of the Act. 
26 Set out in clause 2 of Schedule 3 of the Act.  
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• a description of any stormwater service zones in the organisation’s service area and 
any proposals to change them. 

The information referred to above must cover the period of at least 10 consecutive financial 
years to which the water services strategy relates (but not broken down individually for each 
financial year), or such other period as is specified in Schedule 3 or Part 4 of the Act. 

In addition, a water services strategy must identify, for a period of at least 30 consecutive 
financial years any expected significant water infrastructure issues for the organisation over 
that period, the principal options for managing any identified issues, and the implications of 
these options. 

Operational matters and performance information 

Clause 3 of Schedule 3 of the Act sets out the content requirements for what are referred to 
as operational matters. This covers two main topics – proposed activities and levels of 
service information (including performance measures and targets). 

This information must be included for each group of water services activities (provided by 
the water organisation) and for the following time periods: 

• in detail for each of the first 3 financial years covered by the strategy; and 

• in outline for each of the subsequent financial years covered by the strategy. 

The strategy must include information on the nature and scope of the main water services 
activities the water service provider proposes to undertake, and any significant work the 
provider proposes to undertake relating to those activities.  

The strategy must also contain a statement of the provider’s intended levels of service 
provision, which must include: 

• the performance measures that apply to the group of water services activities, 
including as applicable: 

o the measures that the provider considers will enable the public to assess the 
level of service for major aspects of the group of water services activities; and 

o any intended levels of service that the provider is required to publicly disclose 
in a water services strategy in accordance with a section 52P determination 
under the Commerce Act 1986; and 

o if no similar requirements have been set under the Commerce Act (above), 
any performance measures specified in a rule made under section 261B of the 
LGA02 that are relevant to a group of water services activities; and 

• the performance targets for each performance measure (referred to above); and 

• any relevant quality standards or performance requirements in a section 52P 
determination under the Commerce Act 1986; and 

• any intended changes to the level of service that the provider provided in the 
financial year before the first financial year covered by the water services strategy 
and the reasons for the changes; and 

• the reasons for any material change to the cost of water services. 
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Regarding the information on performance measures, the intent is that this will incorporate 
any requirements set by the Commerce Commission (through what is referred to as a 
section 52P determination). However, if the Commission has not set requirements, then 
relevant measures in the “non-financial performance measures rules” made under the 
LGA02 would be included in the strategy. Over time, these rules are most likely to continue 
to be relevant for stormwater services, which are not regulated under the Commerce Act. 

Financial matters27 

Forecast financial statements 

A water services strategy must include, for each year to which the strategy relates, a 
complete set of forecast financial statements for the water service provider. For a water 
organisation, these are the financial statements that relate to the entire organisation. 

In addition, the strategy must include, for each group of water services activities, each of the 
following statements for each financial year to which the water services strategy relates: 

• a forecast statement of comprehensive revenue and expenses; 

• a forecast statement of cash flow; 

• a forecast statement of financial position. 

The strategy must also include the forecast financial statements that were prepared for the 
financial year immediately before the first financial year to which the strategy relates 
(except in situations where this is the first strategy). The previous year’s financial statements 
must be presented in a way that allows the public to compare those statements with the 
forecast financial statements covered by the strategy. 

Information on funding, revenue, and pricing 

A water services strategy must contain the water organisation’s intended approach to 
funding, revenue, and pricing. This must include – for each group of water services activities 
the organisation provides – detailed information on the following for the first three financial 
years to which the water services strategy relates: 

• the intended approach to pricing the water services; 

• the intended approach to charging consumers; and 

• the intended sources of funding and revenue. 

This must be accompanied by: 

• the intended schedule of prices and charges; and 

• the methodologies that support the provider’s prices and charges. 

 

 
 
27 Clause 5 of Schedule 3 of the Act. 
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The information relating to the intended sources of funding and revenue must include: 

• the reasons for selecting each intended source of funding and revenue;  

• an indication of the amount or level of funding or revenue expected from each 
intended source;  

• an explanation of the intended funding mechanism for each intended source; and 

• the reasons for selecting each intended funding mechanism. 

The intended approach to funding, revenue, and pricing must be consistent with any 
requirements set by the Commerce Commission under Part 4 of the Commerce Act 1986. 

Capital and operating expenditure 

A water services strategy must include – for each group of water services activities – the 
amount of capital expenditure and operating expenditure that the provider has budgeted, in 
each financial year to which the water services strategy relates, for the purposes of: 

• improving the level of service; 

• meeting additional demand for the group of water services activities; and 

• replacing existing assets in the water services infrastructure. 

If capital expenditure is budgeted for two or all of the purposes described above, the 
expenditure may be treated as if it were budgeted solely in relation to the primary purpose 
of the expenditure. 

Funding impact statements 

The strategy must include – for each group of water services activities – a funding impact 
statement for each financial year to which the strategy relates. 

A funding impact statement must be in the prescribed form, and identify: 

• the sources of funding to be used by the water service provider;  

• the amount of funds expected to be produced from each source; and 

• how the funds are to be applied. 

The forms for the funding impact statement will be prescribed in regulations. These will be 
based on similar forms for groups of activities funding impact statements in the Local 
Government (Financial Reporting and Prudence) Regulations 2014 (which will cease to apply 
to water services groups of activities once the new regulations are in place).  

Additional financial information for water organisations 

In addition to the financial information required under clause 5 of Schedule 3 (as set out 
above), the water services strategy must include: 

• the water organisation’s policy on giving security for borrowing;  

• the organisation’s objectives for holding and managing financial investments and 
equity securities;  
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• the organisation’s quantified targets for returns on financial investments and equity 
securities;  

• if the water organisation decides to set separate water services charges for 
separately used or inhabited parts of a property under section 95 of the Act, a 
definition of separately used or inhabited.28 

This is similar to information that councils prepare under the LGA02. 

Water services infrastructure29 

A water services strategy must outline the most likely scenario for managing the water 
service provider’s water services infrastructure assets over a period of at least 30 years and, 
in that context, must: 

• include estimates of the projected capital and operating expenditure associated with 
managing those assets: 

o in each of the first 10 financial years covered by the strategy; and 

o in each subsequent period of 5 financial years covered by the strategy; and 

• identify, for each period described above: 

o any significant decisions about capital expenditure the provider expects it will 
be required to make;  

o when the provider expects it will be required to make those decisions; 

o for each decision, the principal options the provider expects it will have to 
consider; 

o the approximate scale or extent of the costs associated with each decision. 

Links with council infrastructure strategies under the LGA02 

The above content of the water services strategy (as well as information on some of the 
assumptions described below) is similar to the information and time periods that were 
previously covered in council infrastructure strategies under the LGA02.  

Information on water services infrastructure that is required to be included in a water 
services strategy cannot be included in council infrastructure strategies (under section 101B 
of the LGA02). However, a council infrastructure strategy may include general information 
on water services infrastructure if that information is part of, or desirable to support, an 
integrated approach to infrastructure planning in the council’s district. 

Information on forecasting assumptions and risks30 

A water services strategy must, in relation to any forecast financial statements and financial 
estimates included in the strategy: 

 
 
28 Clause 6 of Schedule 3 of the Act. 
29 Clause 7 of Schedule 3 of the Act. 
30 Clause 8 of Schedule 3 of the Act. 
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• identify all the significant forecasting assumptions and risks underlying the financial 
estimates, and (without limiting this) identify the following assumptions on which the 
financial estimates are based: 

o assumptions concerning the life cycle of significant water services 
infrastructure assets; 

o assumptions concerning sources of funds for the future replacement of 
significant water services infrastructure assets;  

o in relation to the scenario referred to in clause 7 of Schedule 3, the 
assumptions about growth or decline in the demand for relevant services, and 
increases or decreases in relevant levels of service;  

• in any case where significant forecasting assumptions involve a high level of 
uncertainty, identify the nature of that uncertainty, and include an outline of the 
potential effects of that uncertainty on the financial estimates provided.  

Consumer feedback31 

A water services strategy must include information about how the water service provider 
proposes to obtain feedback from consumers in relation to the water services that the water 
service provider provides to them.  The results are then included in the water services 
annual report (see below). 

As the wording of the provision indicates, the intent is that a water organisation would have 
mechanisms and processes for gathering consumer feedback on the services they receive (in 
addition to complaints data) – and for addressing any significant matters raised in the 
feedback. 

This is about understanding the consumer experience – not engagement with consumers or 
communities about the proposals in a water services strategy or other matters.     

Audit of water services strategies 

Under section 239 of the Act, a water service provider: 

• must request a report from the Auditor-General on the provider’s water services 
strategy if the Secretary for Local Government requires the provider to do so (by 
written notice);  

• may request a report from the Auditor-General on the provider’s water services 
strategy if the provider decides, on its volition, to do so.   

In the case of a water organisation, this is also something that shareholders can require, by 
including a requirement in the statement of expectations that part or all of the  
organisation’s water services strategy be independently reviewed or audited. 

If a water service provider requests a report from the Auditor-General, it must do so at least 
12 months before the date by which the provider must adopt the water services strategy. 

 
 
31 Clause 4 of Schedule 3 of the Act. 
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A report from the Auditor-General provided under this section: 

• must comment on: 

o whether the strategy gives effect to the purpose of a water services strategy 
(see section 232); and 

o the quality of the information and assumptions underlying the forecast 
information provided in the strategy; but 

• must not comment on the merits of the policy content of the strategy. 

If the Auditor-General provides a report to a water service provider, the provider must 
include the report in its water services strategy. 

Water services annual budget32 

For the first financial year of a water services strategy, the following documents must be 
treated as being the water service provider’s water services annual budget adopted for that 
year: 

• the forecast financial statements included in the provider’s water services strategy 
under clause 5(1) and (2)(d) of Schedule 3: 

• the funding impact statement included in the provider’s water services strategy 
under clause 5(2)(e) and (9) of Schedule 3. 

For each financial year that is not the first financial year to which the provider’s water 
services strategy relates, a water service provider must: 

• prepare a water services annual budget; and 

• adopt that annual budget before the start of the financial year to which the budget 
relates; and 

• publish the annual budget in accordance with section 223 of the Act. 

Process for making water services annual budget 

A water service provider is not required to consult on a water services annual budget. 

However, in the case of a water organisation, the process for preparing a water services 
strategy under section 236(1) to (5) applies, with all necessary modifications, to preparing a 
water services annual budget. 

Contents of water services annual budget 

A water services annual budget must, for the relevant financial year, contain: 

• the water service provider’s proposed budget, including:  

 
 
32 This part of this document relates to sections 240 to 242 of the Act. 
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o fees and charges (including any charges set by a water organisation under 
section 86);  

o financial statements (as described in clause 5(1) and (2)(d)(i) to (iii) of 
Schedule 3); 

o a funding impact statement (as described in clause 5(2)(e) and (9) of Schedule 
3);  

• any information that the water service provider is required to publicly disclose in the 
water services annual budget under Part 4 of the Commerce Act 1986; and 

• an explanation of any significant variation between the information in the annual 
budget and the corresponding information in the water services strategy for the 
financial year. 

The annual budget must be consistent with the provider’s intended approach to funding, 
revenue, and pricing for the financial year, as set out in its water services strategy (see 
clause 5(2)(a) of Schedule 3 of the Act).  

In the case of a water organisation, the annual budget may include the list of charges that 
the organisation is required to publish under section 91 of the Act. 

Information included in a water services annual budget must be consistent with any 
applicable requirements or determinations issued by the Commerce Commission under Part 
4 of the Commerce Act 1986. 

All information that is included in a water services annual budget must be prepared in 
accordance with generally accepted accounting practice if that information is of a form or 
nature for which generally accepted accounting practice has developed standards. However, 
this requirement does not apply: 

• if Part 4 of the Commerce Act 1986 makes alternative requirements; or 

• to a funding impact statement that is included in the budget (see clause 5(2)(e) and 
(9) of Schedule 3). 

Water services annual report33 
A water organisation must, in relation to each financial year, prepare and adopt a water 
services annual report that reports on the organisation’s operations during that financial 
year.  This report is a critical accountability document for the organisation and its 
shareholders.  

The water organisation must adopt the annual report no later than three months after the 
end of the financial year to which it relates. 

The water organisation must provide the annual report to the shareholders of the water 
organisation. 

 
 
33 This section of this document relates to sections 243, 246 and 247, and Schedule 4 of the Act. 
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A water organisation’s annual report under this Act may be combined with an annual report 
required under section 208 of the Companies Act 1993. 

As clarified in section 247 of the Act, the Auditor-General is the auditor of a water 
organisation.34  This is consistent with the approach taken for other CCOs under the LGA02.  

Purpose of the water services annual report 

The purpose of a water organisation’s water services annual report is: 

• to enable the organisation’s shareholders and the public to make an informed 
assessment of the water organisation’s performance;  

• to compare the organisation’s intended activities and intended performance levels 
for providing water services, as set out in the organisation’s water services strategy 
for the financial year, with the actual activities and performance levels; 

• to promote the organisation’s accountability to its shareholders for its performance 
throughout the financial year; and 

• to support the organisation’s shareholders’ accountability to the shareholders’ 
communities with respect to: 

o the provision of water services; and 

o the water organisation’s performance. 

Content 

A water services annual report for a financial year must contain: 

• the information specified in Schedule 4 of the Act (see below); 

• any information that the water service provider is required to publicly disclose in a 
water services annual report under subpart 4 of Part 4 of the Commerce Act 1986; 
and 

• a report by the Auditor-General on: 

o the financial statements required by clause 2(1)(b) of Schedule 4; 

o the statement relating to budgeted and actual capital expenditure required 
by clause 4 of Schedule 4; 

o the funding impact statement required by clause 5 of Schedule 4; and 

o each statement of service required by clause 7 of Schedule 4. 

Information included in a water services annual report must be consistent with any 
applicable requirements or determinations issued by the Commerce Commission under Part 
4 of the Commerce Act 1986. 

 
 
34 This section applies despite sections 207P to 207V of the Companies Act 1993. 
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All information that is included in a water services annual report must be prepared in 
accordance with generally accepted accounting practice, if that information is of a form or 
nature for which generally accepted accounting practice has developed standards. However, 
this requirement does not apply: 

• if Part 4 of the Commerce Act 1986 makes alternative requirements; or 

• to a funding impact statement included in the annual report. 

General information35 

A water services annual report must contain information that will enable a person to make 
an informed assessment of the water service provider’s operations and performance, 
including information that: 

• compares the provider’s intended activities and intended performance levels, as set 
out in the provider’s water services strategy for the financial year, with the actual 
activities and performance levels; and 

• explains any material differences between the provider’s performance and the 
provider’s water services strategy. 

A water services annual report must, in relation to each group of water services activities of 
the water service provider: 

• identify the water services activities within the group of water services activities; and 

• identify the outcomes and objectives to which the group of water services activities 
primarily contributes (as referred to in the provider’s water services strategy); and 

• report the results of any measurement undertaken during the financial year of 
progress towards achieving those outcomes and objectives. 

Financial statements36 

A water services annual report must include the following information for the relevant 
financial year: 

• a complete set of audited financial statements for the water organisation;  

• for each group of water services activities: 

o a statement of comprehensive revenue and expense;  

o a statement of cash flows;  

o a statement of financial position; and 

• any other prescribed information (which must be in the prescribed form). 

 
 
35 Clause 1 of Schedule 4 of the Act. 
36 Clause 2 of Schedule 4 of the Act. 
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This information must be presented in a way that allows a person to compare the financial 
statements with the forecast financial statements for the financial year covered by the 
report (which were included in the provider’s water services strategy or water services 
annual budget). 

The report must also include the financial statements that were prepared for the financial 
year immediately preceding the first financial year to which the report relates. 

Water organisation performance information37 

A water services annual report must include information about how the water organisation 
has performed in relation to any performance indicators and measures that the 
shareholders of the organisation use to monitor the organisation’s performance and have 
included in the organisation’s statement of expectations. 

This section of the report focuses on the water organisation’s performance during the 
financial year. There is separate information – as described below – on the levels of service 
for the water services it has provided during the year.  

Statement of service – information on levels of service38 

A water services annual report must include, for each group of water services activities, an 
audited statement of service that: 

• compares the actual level of service provided in relation to each group of water 
services activities with the intended service level;  

• specifies whether any intended changes to the service levels were achieved; and 

• if there is a significant difference between the intended service level and the service 
level that was achieved, specifies the reasons for that difference. 

Information on capital expenditure39 

A water services annual report must include, for each group of water services activities, an 
audited statement that compares: 

• the capital expenditure budgeted for the provider (as set out in the provider’s water 
services strategy for the financial year); with 

• the capital expenditure that the provider actually spent in the financial year. 

The statement must show separately the provider’s budgeted expenditure, and the 
provider’s actual expenditure: 

• to meet any additional demand for a group of water services activities;  

• to improve the level of service in relation to a group of water services activities; and 

 
 
37 Clause 3(2) of Schedule 4 of the Act.  
38 Clause 7 of Schedule 4 of the Act. 
39 Clause 4 of Schedule 4 of the Act. 
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• to replace any assets that are part of the water services infrastructure. 

If capital expenditure is budgeted for two or all of the purposes referred to above, the 
expenditure may be treated as if it were budgeted solely in relation to the primary purpose 
of the expenditure. 

Funding impact statement40 

A water services annual report must include, for each group of water services activities, an 
audited funding impact statement that: 

• identifies the water service provider’s funds produced by each source of funding; 

• specifies how those funds were applied; and 

• compares the information provided above with information included in the water 
service provider’s water services strategy. 

The funding impact statement must be in the prescribed form. As noted above in relation to 
the water services strategy, the forms for funding impact statements will be prescribed in 
regulations. 

Results of consumer feedback41 

A water services annual report must include information relating to: 

• the results of any feedback sought from the water service provider’s consumers in 
relation to the water services provided to them, as referred to in the provider’s water 
services strategy (see clause 4 of Schedule 3); and 

• how the provider addressed, or proposes to address, any significant matters raised in 
the feedback. 

Information on dividends42 

A water services annual report must specify the dividend, if any, that the water 
organisation’s shareholders have authorised the organisation to pay (or the maximum 
dividend that the organisation proposes to pay) for its equity securities (other than fixed 
interest securities). 

It should be noted that the financial principles in section 16 of the Act are relevant to 
considerations about dividends. 

Insurance of assets43 

A water services annual report must include the following information in relation to the 
water service provider: 

 
 
40 Clause 5 of Schedule 4 of the Act. 
41 Clause 9 of Schedule 4 of the Act. 
42 Clause 3(1) of Schedule 4 of the Act. 
43 Clause 6 of Schedule 4 of the Act. 
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• the total value of the assets in the water services infrastructure that are owned by 
the water service provider and that are insured; 

• the maximum total amount for which those assets are insured; 

• the total value of the assets in the water services infrastructure that are owned by 
the water service provider, and covered by a financial risk-sharing arrangement; 

• the maximum total amount available to the water service provider under those risk-
sharing arrangements; 

• the total value of the assets in the water services infrastructure that are owned by 
the water service provider, and self-insured; 

• the value of any fund that the water service provider maintains for the purpose of 
self-insuring those assets. 

Statement of compliance44 

A water services annual report must include a statement that all statutory requirements in 
relation to the water services annual report have been complied with. 

The statement of compliance must be signed by the chair of the board of the water 
organisation, and the chief executive of the organisation. 

Links with shareholders’ annual reports 

As noted above, the Act requires that a water organisation must provide its water services 
annual report to its shareholders.  

Although the Act does not refer to connections between a water organisation’s water 
services annual report and the annual report of its shareholders, in practice the organisation 
and shareholders will need to consider and manage these connections. 

This is particularly relevant to council shareholders, who will need to include audited 
consolidated financial statements in their own annual reports (adopted under section 98 of 
the LGA02, and which include the content specified in Part 3 of Schedule 10). The 
consolidated financial statements would combine information on the parent council with 
information on its CCOs – including a water organisation.   

In addition to the consolidated financial statements, a council’s annual report must also 
include “such other information as is necessary to enable an informed assessment of the 
operations of each entity reported on”.45  This would include information relating to a water 
organisation.  

The water organisation will need to ensure each shareholding council has the information it 
needs to prepare these components of its annual report.  

 
 
44 Clause 8 of Schedule 4 of the Act. 
45 Clause 29(1)(c) of Schedule 10 of the LGA02. 
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A council’s annual report is also required to include, in relation to each CCO in which the 
council is a shareholder (including water organisations): 

• a report on the extent to which the council’s significant policies and objectives in 
regard to ownership and control of the organisation (as set out in the relevant long-
term plan or annual plan) have been implemented or attained in the year to which 
the report relates; and 

• a comparison between the nature and scope of the activities intended to be provided 
by the organisation in the year to which the report relates (as set out in the relevant 
long-term plan or annual plan) and the nature and scope of the activities actually 
provided by the organisation in that year; and 

• a comparison between actual performance and the key performance targets and 
other measures set out in the relevant long-term plan or annual plan.46 

Where the shareholders in a water organisation include a consumer trust, the trustees are 
required to prepare financial statements and an annual report for the trust, in accordance 
with sections 58 and 59 of the Act.  

Additional documents and performance monitoring 

Additional plans or reports required by shareholders 

Section 249 of the Act enables shareholders to require their water organisation to prepare 
additional plans or reports, including: 

• one or more thematic plans; 

• an asset management plan; 

• quarterly reports.47 

Any such requirements must be done through a written notice, which must specify: 

• the date by which the water organisation must provide the plan or report to the 
shareholders;  

• the matters to be addressed in the plan or report; and 

• if relevant to the particular plan or report, the period that the plan or report must 
cover, and when the water organisation must report to shareholders on its progress 
against a plan. 

The written notice may be included in the shareholders’ statement of expectations provided 
to the water organisation (see section 224). 

 
 
46 Clause 28 of Schedule 10 of the LGA02. 
47 These provisions are similar to the provisions that apply to CCOs under the LGA02. 
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A water organisation that receives a written notice must provide the additional plan or 
report to the shareholders in accordance with the written notice. 

If the shareholders require a water organisation to prepare quarterly reports, the water 
organisation must provide the quarterly reports no later than two months after the end of 
the first and third quarters of the relevant financial year.  

Performance monitoring by shareholders 

Section 250 of the Act requires the shareholders of a water organisation to regularly 
monitor the performance of the organisation. 

The monitoring must include an annual review of the organisation’s performance in giving 
effect to: 

• the statement of expectations provided by the shareholders (see section 224); and 

• the strategic priorities, objectives, and outcomes specified in the water organisation’s 
water services strategy. 

 

Significance and engagement policies48 
The Act requires water organisations to prepare and adopt significance and engagement 
policies – much like councils are required to have these policies under the LGA02. 

The legislative approach recognises and supports the accountability framework that applies 
to water organisations and shareholders, as described earlier in this document. It also 
accommodates the need for mandatory consultation/engagement on some matters.  

The intent behind the significance and engagement policy is to enable each water 
organisation to develop a flexible and locally-driven approach to engagement, which is 
tailored to and accommodates the preferences of its shareholders and communities.  

A water organisation must adopt its first significance and engagement policy within 12 
months after the organisation is established (under section 44 of the Act).49 However, if a 
water organisation was providing water services before the commencement date of the Act, 
it must adopt its first significance and engagement policy within 12 months after that 
commencement date (that is, by 27 August 2026).50 

Given the connections between a water organisation’s significance and engagement policy 
and water services strategy (see below), it will be important for the first policy to be in place 
to inform the preparation of the first strategy. 

 
 
48 Sections 34 to 38 of the Act, and section 76AA of the LGA02. 
49 Section 37(1) of the Act. 
50 Section 37(2) of the Act. 
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Purpose of water organisation significance and engagement policies51 

The purpose of a water organisation’s significance and engagement policy is: 

• to enable the organisation, its shareholders, its consumers, and its communities to 
identify the degree of significance attached to particular issues, proposals, water 
services infrastructure, decisions, and activities; 

• to enable the organisation to develop a flexible and locally appropriate approach to 
engagement, which recognises and accommodates the preferences and expectations 
of: 

o its shareholders; 

o its consumers; 

o its shareholders’ communities; and 

o any particular communities specified in the policy (for example, iwi, hapū, and 
other Māori organisations in the water organisation’s service area); 

• to provide clarity about: 

o how and when communities can expect to be engaged in decisions about 
different issues, water services infrastructure, or other matters;  

o whether engagement will be undertaken by the organisation or its 
shareholders; and 

o how the organisation will take account of consumer and community views on 
matters on which the organisation’s shareholders have expressed a view;  

• to inform the organisation from the beginning of a decision-making process about: 

o the extent of any engagement that is expected before a particular decision is 
made;  

o with whom the engagement occurs (for example, shareholders, consumers, 
particular communities, or the general public); and 

o the form or type of engagement required. 

Content of the policy52 

A water organisation’s significance and engagement policy must set out the following: 

• the organisation’s general approach to determining the significance of proposals and 
decisions in relation to issues, water services infrastructure, and other matters; 

• any criteria or procedures that the organisation will use in assessing the extent to 
which issues, proposals, water services infrastructure, decisions, or activities are 
significant or may have significant consequences; 

• the organisation’s general approach to engaging with consumers and communities, 
including the circumstances in which engagement will be undertaken by: 

o the organisation; or 

 
 
51 Section 35(3) of the Act. 
52 Sections 35(1) and (4) of the Act. 
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o the organisation’s shareholders; 

• how the organisation will respond to community preferences about engagement on 
decisions relating to specific issues, water services infrastructure, or other matters, 
including the form of engagement that may be desirable; 

• any particular approaches or arrangements for engaging with particular relevant 
communities (for example, iwi, hapū, and other Māori organisations in the water 
organisation’s service area). 

The policy must also include matters required by the water organisation’s shareholders. 

Specific content – links with other requirements in the Act 

In addition to the general content described above, the water organisation must ensure that 
its significance and engagement policy sets out all relevant matters relating to specific 
decisions and actions that the Act requires to be made or done in accordance with a 
significance and engagement policy.53 

These matters include: 

• whether a proposed contract under section 22 is a significant contract, and the 
matters the organisation will consider when determining whether a contract is a 
significant contract;  

• whether a proposed joint water service provider arrangement under section 26 is a 
significant joint water service provider arrangement, and the matters the 
organisation will consider when determining whether an arrangement is a significant 
joint water service provider arrangement; and 

• how to undertake engagement in relation to a proposed significant contract and a 
proposed significant joint water service provider arrangement in a way that is 
consistent with sections 31 and 32.54 

The policy must also address all matters, and contain all information, necessary for: 

• decisions under, and consultation required by, section 236(11); and 

• the organisation to make its water services strategy under section 236.55 

Section 236 sets out the process for preparing a water organisation’s water services 
strategy, as referred to earlier in this document. 

Under subsection 236(11), a water organisation must ensure that its significance and 
engagement policy addresses all matters necessary for determining: 

• whether a water services asset is a strategic water services asset;  

• whether a proposed change to the level of service is a significant change; and 

 
 
53 Section 35(2) of the Act. 
54 Section 36(1) of the Act. 
55 Section 36(2) of the Act. 
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• how to comply with subsections 236(9) and (10). 

Subsection 236(9) requires that public consultation must be undertaken on a proposal in a 
water services strategy to: 

• transfer ownership or control of a strategic water services asset; or 

• receive a transfer of ownership or control of a strategic water services asset; or 

• make a significant change to the level of service provided in relation to any water 
service.  

Under subsection 236(10), this consultation must be undertaken by the water organisation’s 
shareholders, or by the organisation itself, if directed by the shareholders. 

As the organisation determines over time whether specific water services assets are 
strategic water services assets for the purposes of section 236(11), it must develop a list of 
strategic water services assets and include the list in its significance and engagement policy 
for use under that section. 

Processes for preparing and amending a policy  

Under section 37(3) of the Act, when preparing a significance and engagement policy, a 
water organisation must: 

(a) engage with: 

(i) its shareholders; and 

(ii) the consumers in its service area; and 

(iii) the communities in the districts or regions of those of its shareholders that 
are councils; and 

(iv) any particular communities identified by shareholders (for example, iwi, 
hapū, and other Māori organisations in the organisation’s service area); and 

(b) obtain its shareholders’ approval of the proposed policy. 

Under section 37(4), when a water organisation is preparing its significance and engagement 
policy, the organisation and any councils that are shareholders in the organisation must 
together: 

(a) identify any matters addressed by the organisation’s proposed policy and one or 
more of the councils’ significance and engagement policies; and 

(b) consider the respective roles and responsibilities of the organisation and the 
councils; and 

(c) agree on amendments to the organisation’s proposed policy and the councils’ 
policies that minimise unnecessary duplication and inconsistency between them. 
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A water organisation: 

• may amend its significance and engagement policy at any time; but 

• must amend the policy if there is a change to the organisation’s responsibilities for 
water services, including when the organisation receives or returns responsibilities 
under a transfer agreement. 

When amending the policy, the water organisation: 

• must comply with subsection 37(3)(a)(i) and (b); and 

• must comply with subsection 37(3)(a)(ii) to (iv) unless it considers on reasonable 
grounds that it has sufficient information about the interests and preferences of 
consumers and communities to enable the purpose of the policy to be achieved; and 

• must comply with subsection 37(4) if one or more councils are shareholders in the 
organisation. 

Deviation from policy56 

If a decision of a water organisation is significantly inconsistent with, or is anticipated to 
have consequences that will be significantly inconsistent with, its significance and 
engagement policy, the organisation must, when making the decision, clearly identify: 

• the inconsistency;  

• the reasons for the inconsistency; and 

• any intention of the organisation to amend its significance and engagement policy to 
accommodate the decision. 

Links with council significance and engagement policies  

Under section 34 of the Act, council shareholders in a water organisation must amend their 
significance and engagement policies (adopted under section 76AA of the LGA02) to: 

• suit their role as shareholders in a water organisation; 

• remove any matters that are no longer needed and are instead required to be 

included in the significance and engagement policy of the water organisation. 

The collaborative process for preparing the water organisation’s policy should enable council 
shareholders to identify the matters that can be removed from their own policies.  

As described above, council shareholders must work with the water organisation to identify 
and agree which matters will be covered in their respective policies, considering their 
respective roles and responsibilities. The intent is to minimise unnecessary duplication and 
inconsistency between the policies – as well as ensuring the purposes of the policies are 
met. 

 
 
56 Section 38 of the Act. 
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Councils are usually required by section 76AA(5) of the LGA02 to undertake public 
consultation when amending a significance and engagement policy. However, consultation 
under subsection (5) is not required to amend a policy to the extent that the amendment is 
made when a council: 

• has established a water organisation under the Local Government (Water Services) 
Act 2025; and  

• is working with that organisation in relation to the organisation’s significance and 
engagement policy under section 37(4) of that Act. 

Timeframes and transitional arrangements 

The provisions in the Act commenced on the day after Royal assent. However, this does not 
mean the new documents in Part 4 had to be prepared immediately.  

As outlined below, transitional provisions in Schedule 1 of the Act set out the dates 
associated with the first water services strategy and water services annual report. These 
provisions apply to existing water service providers – that is, councils, Watercare, and any 
other CCOs that automatically became water service providers following enactment. There 
are separate provisions in Part 4 of the Act for the first documents of any new water 
organisations established after the Act commences.  

Transitional provisions have also been inserted into Part 10 of Schedule 1AA of the LGA02 to 
deal with the interactions with LGA02 planning and reporting documents during the interim 
period. These provisions mean: 

• for councils that automatically became water service providers under the new Act – 
consequential amendments to sections 93, 95, 101B, and Schedule 10 the LGA02 do 
not apply to until they prepare/adopt their first water services strategy under the 
Act; 

• for CCOs that automatically became water organisations and water service providers 
under the new Act (including Watercare) – any existing planning and reporting 
documents for CCOs under Part 5 of the LGA02 continue to apply until the first 
(replacement) documents under Part 4 of the Act are provided to / adopted by the 
water organisation.    

First documents for new water organisations 

Part 4 of the Act includes provisions that deal with the first statement of expectations, water 
services strategy, and water services annual report for newly-established water 
organisations. These provisions apply to any water organisation that is established after 
enactment. (They do not affect existing providers, such as councils with in-house business 
units or Watercare.)  

The provisions reflect that timeframes for the first set of documents may need to be varied, 
depending on when the water organisation is established and commences operations. They 
also seek to ensure there are no gaps in accountability. 
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Shareholders must prepare the first statement of expectations and provide it to the water 
organisation as soon as practicable after establishment – but within six months of that date, 
at the latest. Shareholders may also provide a document setting out their interim 
expectations to cover the period before the statement of expectations is provided. 

The water organisation must prepare and adopt its first water services strategy as soon as 
practicable after establishment – but before the start of the first financial year to which the 
strategy relates. 

There is flexibility for shareholders and the board of the new water organisation to 
determine: 

• the time period that will be covered by the first water services strategy – so this can 
be longer or shorter than the standard time period, and the first strategy may come 
into force on a date other than the start of a financial year; 

• the interim arrangements that apply to the water organisation before the first water 
services strategy comes into force. These may include relevant parts of the long-term 
plan or water services strategy of the shareholding council(s) remaining in force (to 
ensure there are no accountability gaps). Other interim business planning or 
budgetary documents may also be prepared to guide the organisation’s initial 
operations and provide a basis for monitoring and reporting on its performance.  

A new water organisation’s first water services annual report would report on its operations 
during its first financial year.  If a water organisation is established less than four months 
before the end of a financial year, that period can be combined into the annual report for 
the organisation’s first full financial year (so it can cover up to a 16-month period).  

Timing of first documents if the water organisation was established before 
the Act was enacted 

Schedule 1 of the Act includes transitional arrangements that set out the timing of water 
service providers’ first water services strategy and first water services annual report.    

The transitional provisions apply to all council water service providers, and any water 
organisations that existed before the enactment of the Act in August 2025 (Watercare and 
any other former water services CCOs). The provisions described above apply to new water 
organisations, established after enactment.   

Under the provisions in Schedule 1, each water service provider must prepare and adopt its 
first water services strategy (under Part 4 of the Act) no later than 30 June 2027 – but there 
is flexibility to accommodate situations where the provider wants the strategy to commence 
earlier. 

The first strategy must come into force on the earlier of: 

• 1 July 2027; 

• a date determined by the water service provider when it adopts the strategy.  
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Regardless of the commencement date of the first strategy, it must continue in force until 30 
June 2030. This puts the timing of all providers’ subsequent strategies on the same cycle, 
and aligns with council long-term planning cycles under the LGA02. 

The first water services annual report corresponds with the first water services strategy. 

If a water service provider’s first water services strategy comes into force on or before 31 
December 2026, the provider must prepare its first water services annual report for the 
period: 

• starting on the date on which the water services strategy comes into force; and 

• ending on 30 June 2027. 

If a water service provider’s first water services strategy comes into force on or after 1 
January 2027, the provider must prepare its first water services annual report for the period: 

• starting on the date on which the water services strategy comes into force; and 

• ending on 30 June 2028. 

Further information  
The Local Government (Water Services) Act 2025 and Local Government (Water Services) 
(Repeals and Amendments) Act 2025 are available at www.legislation.govt.nz.  

For further information about Local Water Done Well, including guidance and information 
for councils, visit www.dia.govt.nz/Water-Services-Policy-and-Legislation  

Questions? Contact wsdp@dia.govt.nz 

http://www.legislation.govt.nz/
http://www.dia.govt.nz/Water-Services-Policy-and-Legislation
mailto:wsdp@dia.govt.nz
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