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Wairoa District Council’s submission to the Government’s Three Waters 
Reform proposal  

Purpose 

Given Wairoa District Council’s responsibility to promote community wellbeing now and into 
the future, this report is submitted as Wairoa District Council’s submission to the 
Government’s Three Waters Reform proposal. 

Wairoa District Council met at an Extraordinary Meeting on Tuesday, 28th of September 2021 
to consider Council’s submission to the Government’s Three Waters Reform proposal.  The 
following resolutions were approved unanimously. 

Resolutions 

That Council: 

A. Adopt the Wairoa District Council’s submission to the Government’s Three Waters
Reform proposal.

B. Delegate to the Chief Executive power to make any minor changes and amendments
required to the submission, and to send on behalf of Council by 30 September 2021.

C. Notes the following areas of concern that Wairoa District Council wishes to raise in this
submission to the Government’s Three Waters Reform proposal;
a) Concerns with the assumptions that underpin the model used in the case for change

where Council believes its specific data has been overstated;
b) The lack of meaningful engagement with community, including local iwi and tangata

whenua;
c) The dilution and absence of local voice in representation and governance; and
d) Uncertainty in the arrangements for funding/transfer of assets, ownership and

responsibilities.
D. Notes the letter to the Minister of Local Government dated 19 August 2021, indicating a

strong preference to further pursue a Hawke’s Bay Three Waters Regional Entity,
supported by all Mayors and Councils of Hawke’s Bay.

E. Recommends the following changes to the Government’s Three Waters Reform
proposal:

• To further pursue the establishment of a Hawke’s Bay Regional Water Services Entity
(known as the Hawke’s Bay Regional model) for the delivery of three waters services.

• That Wairoa District Council and local iwi be guaranteed representation in any
proposed governance structure of a newly established Water Services Entity.

• That the reform process be clarified and that the community, including tangata
whenua are formally, rightfully and actually engaged to provide insight, and the
Government provide appropriate resources to allow this to occur as well as genuinely
listening to feedback and incorporating relevant feedback where appropriate.
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1. Summary 
1.1. Over the past four years the central and local government have been considering the 

issues and opportunities facing the system for regulating and managing the three 
waters (drinking water, wastewater, and stormwater) – Three Water Reform.  The 
background is provided in Attachment 1 including information on Taumata Arowai 
(which became a new Crown entity in March 2021 and will become the dedicated 
water services regulator later this year).   

1.2. Hawke’s Bay has been actively progressing a review of water since 2018 and released 
the Hawke’s Bay Three Waters Review Report to the community in mid-2020. In 
undertaking this review, we recognised there is a strong case for change, and the cost 
and regulation changes within the sector would result in higher costs moving forward. 
Those views are recognised by the Government and are a key reason for the 
Government’s proposal being put forward to councils for their consideration. For 
Hawke’s Bay, prior to the injection of $11M stimulus, the cost of three waters services 
for smaller communities such as Wairoa was considered unaffordable in the future 
under the current funding regime (or lack thereof), and this is something that we have 
considered in our alternate proposal.  The proposed Hawke’s Bay model which is 
publicly available for review 

1.3. The Government has concluded that the case for change1 to the three waters service 
delivery system has been made [please see Attachment 2 for further information] and 
during June and July 2021 it released information and made announcements on: 

• the direction and form of Three Waters Reform, including proposed new Water 
Service Entities (four and their indicative boundaries), their governance 
arrangements and public ownership 

• individual (WICS) Council data based on the information supplied under the RFI 
process 

• a package of investment ($2.5b) for councils to invest in the future for local 
government, urban development, and the wellbeing of communities, ensuring 
no council is worse off as a result of the reforms, and funding support for 
transition 

• an eight-week process for councils to understand the implications of the reform 
announcements, ask questions and propose solutions and for Government to 
work with councils and mana whenua on key aspects of the reform (including 
governance, integrated planning and community voice). 

1.4. Wairoa District Council has been placed in Entity C and our better off funding 
allocation is $18,624,910.00 

1.5. While the Government and LGNZ consider that the national case for change has been 
made, each council will ultimately need to make a decision based on its local context if 
the process to join one of the proposed entities remains voluntary.   

 
 
1 Transforming the system for delivering three waters services (dia.govt.nz); 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-
system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-
2021.pdf 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-2021.pdf
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1.6. Wairoa District Council currently has a number of concerns with the current proposal 
and based on current information, Council would have no option but to provisionally 
opt out, until such time that more accurate, reliable and contextually appropriate 
information is made available to ensure that elected members and the Wairoa 
community, including tangata whenua has confidence in the claimed benefits as 
proposed in the Government’s reforms.   Further questions and concerns are noted in 
Appendix 6. 

1.7. This report provides the Wairoa District Council with high level views of staff on the 
information provided and assesses the Government’s proposal and currently available 
service delivery options.  In preparing it officers have used the Local Government New 
Zealand, Taituarā, and Te Tari Taiwhenua Internal Affairs guidance2 and our risk 
framework and policy to assist Council to understand the information that has been 
provided to date and enable Council to prepare for future decisions and consultation 
and engagement with communities.  Key risks considered are documented later in this 
report. 

1.8. Councils were provided with an 8-week period to allow time to: 

• Engage with and understand the large amount of information and data that has 
been released on the nature of the challenges facing the sector, the case for 
change, and the proposed package of reforms, including the recently announced 
support package; 

• Take advantage of the range of engagement opportunities to fully understand the 
proposal and how it affects local authorities and their communities; and  

• Identify issues of concern and provide feedback on what these are and 
suggestions for how the proposal could be strengthened. 

1.9 Council believes that given the complexity and amount of information provided, that 
the 8 week period is too short and has not allowed for deep meaningful engagement 
with affected communities, particularly ratepayers, the rightful owners of three waters 
assets managed by Councils, who have paid for these over a period of decades. 

1.10 No formal decisions are required of Council through this period and therefore the 
engagement period did not trigger the need for formal consultation. In the event that 
a decision was required, formal consultation would be required as per Council’s 
Significance and Engagement Policy of the Council. 

 
 
2 https://www.lgnz.co.nz/assets/Three-Waters-Guidance-for-councils-over-the-next-eight-weeks-FINAL.pdf 

https://www.lgnz.co.nz/assets/Three-Waters-Guidance-for-councils-over-the-next-eight-weeks-FINAL.pdf
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1.11 To ensure that Wairoa District Council had initial thoughts and views from our 
community on the Government’s proposal, Council went out early and hosted a series 
of community meetings and undertook an online survey of residents.  High level 
findings of those engagement opportunities have been included in this submission.  It 
should be noted that Council undertook to resource this engagement process as it was 
important to ensure that the local community was made aware of the Government’s 
proposal. This was seriously disrupted by the Delta Covid Lockdown and no provision 
from Central Government was allowed for an extension to its 8-week period.  
Communities are being engaged at different stages and this is creating situations 
where mana whenua are being engaged without Councils and vice versa, that silos are 
being created and communities generally are just being left to figure this all out 
themselves.  Our strong view is that the Government has failed to ensure that local 
communities have been and continue to be informed about their Three Waters Reform 
proposal. The Wairoa District Council (like other Councils around the country), have 
absorbed the costs of ensuring its affected communities are aware of the reforms 
proposal and has resourced this ourselves.  It should be noted that this has not been 
budgeted for by Councils, but Wairoa District Council believes it is imperative that 
communities (including tangata whenua) are informed appropriately about the 
potential impacts of this Government’s three waters reform proposal.  Council asks the 
Government to allow Councils who have undertaken and resourced this process to 
seek recovery of these costs from the Government. 

1.12. In summary,  
In response to the request to feedback on the proposal, Wairoa District Council 
undertook the following proactive measures (see also appendix 7): 
• Workshops with Councillors to better understand the proposal to identify and 

compile themes for a response; 
• Identification of specific questions of Councillors and the community that are 

included in this submission (appendix 6); 
• Held a regional collaboration day with the Hawke’s Bay Councils and iwi, which 

included a presentation from LGNZ on the proposal; 
• Undertook an independent survey with the Wairoa community on their 

thoughts and views on the proposal 
• Met with iwi leaders from across the Wairoa district 
• Have sought feedback from the Tripartite Relationship Agreement partners, 

which is a statutory instrument under the Treaty Settlement for Tātau Tātau o 
Te Wairoa Trust.  We note the letter that to the Minister on behalf of the 
Tripartite partners in September seeking support to resource appropriate 
engagement. 

• Provided regular information to the community through the local newspaper 
(Mayoral Column) 

• The Mayor (on behalf of Council) has written to the Minister, DIA officials and 
others on numerous occasions 

• Online meeting between His Worship Mayor Craig Little and Minister Mahuta 
held on 6 August. (note: it was noted during this discussions that DIA officials 
would make themselves available to a meeting at Wairoa to discuss the reforms 
proposal with the local community, this has not yet occurred). 
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As a result of the feedback, the following themes will form the basis of our 
submission on the proposal: 

1.13. Concerns with the assumptions that underpin the model used in the case for change 
where Council believes its specific data has been overstated; 

Officers have identified a number of assumptions that are of concern and have been 
provided in this report, which has a material impact on the outcomes of the proposal. 
Issues with the WICS model assumptions have been raised by many councils across the 
country with their own peer reviews stating so.  It needs to be made clear that these 
are of significance to the Wairoa community given these issues are compounded for 
Councils like Wairoa.  For example, the DIA dashboard shows Wairoa District Council’s 
performance rating high against other larger Councils in regard to performance, yet 
the DIA RfI forecast spend is noted as 15 times higher than noted in Wairoa District 
Council’s LTP capital investment, and five times the existing asset value.   

A sensitivity analysis undertaken by Morrison Low highlights that WICS has modelled 
levels of service and growth investment that is over six times larger than the 
investment requirements identified by Wairoa in its completed RfI. For Wairoa, this is 
the most significant driver of the household charge calculations produced by WICS. 
The assumption of staying below a three waters debt/revenue ratio of 250% also 
drives a significantly higher three waters household charge than if debt/revenue was 
viewed at the total Council level. 

Wairoa District Council does not have confidence in these figures as it believes its 
specific figures have been significantly overstated based on incorrect, irrelevant and 
fundamentally flawed underlying assumptions.  

1.14. The lack of meaningful engagement with local community and tangata whenua; 

Members of the Wairoa community who fed back to Council during this 8-week period 
referenced a legacy of grievances in central government structures and policies and 
raised concerns around the Three Waters proposal, particularly noting the size of the 
Wairoa district and an absence of local voice.  There was also feedback about the right 
to democracy and having locally elected representatives rather than appointed 
members at the governance level. A lot of this feedback referenced a sense of 
amalgamation and being “forced” and “told” what to do. Most of the feedback 
received valued status quo to maintain representation and local voice. Elected 
members were urged to be “courageous” and “stand up and voice the opinions of local 
people”.  Further concerns were raised around paying for water/infrastructure in areas 
outside of the Wairoa District and a satisfaction in current levels of service and 
representation arrangements.  The community expressed concerns that other 
Council’s within the proposed Entity C might have a reduced level of service and as a 
consequence this would not only lower the levels of service for Wairoa but also may 
increase the costs. 
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The community also expressed disappointment with a perceived lack of 
communication and engagement from Central Government about the reforms 
process.  This was reflected significantly in community meetings where a lot of 
feedback indicated the information presented was brand new or information that had 
been previously released was overly complex and confusing. 

Alongside this regional approach, Wairoa District Council has sought to engage directly 
with local district iwi.  As noted previously, Tripartite Partners (Tatau Tatau o Te 
Wairoa, Wairoa District Council and Hawke’s Bay Regional Council) have written to the 
Minister seeking support to allow local iwi to effectively and rightfully engage in this 
process.  A meeting is scheduled to also be held with local iwi partners to update them 
on Council’s process to date in regard to this three waters reform proposal during this 
8-week period. 
 
The Hawke’s Bay proposed alternative model has progressed a cultural case and 
initiated dialogue with local iwi, however this was paused when the Government 
indicated its intention to reform three water service delivery. Iwi engagement for the 
proposed reform has been undertaken directly with DIA and the Minister. This has led 
to resource and time constraints for iwi to authentically assess the Hawke’s Bay model 
proposal as an alternative to Entity C during the 8-week period. A hui is proposed to be 
held during the week of 20-25 September, and an application for an extension on the 
timeframes provided to allow for these vitally important discussions to be progressed 
is required. We note the significance to Māori of the assets that are being transferred. 
We want to be able to engage meaningfully and locally on how we collectively reach 
the best outcome for mana whenua. 
 

1.15. The dilution and lack of local voice in representation and governance; 
 
There is concern over the complex governance structure being proposed for Entity C. 
Six Council representatives will act for 21 Councils on a “Representative Group” that 
appoints an “Independent Selection Panel” which appoints and monitors 
“Independent Directors”. Not only is this an overly complex bureaucracy, but it is also 
hard to understand how Wairoa or the Hawke’s Bay region could be fairly and 
rightfully represented in this option. Being able to influence decision making is raised 
as being a risk due to the size, scale and complexity of Entity C. 
 
Wairoa District Council believes the above issues could be resolved through a Hawke’s 
Bay Water Services Entity being an alternative option, with decisions and direction 
being set at a local level. The Hawke’s Bay regional model is also designed to allow co-
governance with mana whenua. 
 
As part of this submission, we will recommend there be consideration given to the 
makeup of the governance structure, so Hawke’s Bay communities (including tangata 
whenua/mana whenua) are guaranteed appropriate representation at all levels. 
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1.16. Uncertainty in the arrangements for funding/transfer of assets and responsibilities. 
 
There is concern raised that by transferring the assets to Entity C, in time these assets 
will be privatised which will result in additional and unaffordable costs to communities 
like Wairoa (as we have seen with the electricity reforms). The ‘better-off’ package 
being offered of $18.6M nowhere near compensates for the value of assets being 
transferred. 

 
2. The Hawke’s Bay Regional Model 
 
2.1 Although in principle we agree there is a case for change in the way in which water 

services are delivered, we have concerns about the underlying assumptions used as 
the basis for the Government’s Three Waters Reform proposal. 

 
Wairoa District Council alongside our regional council partners and iwi in the Hawke’s 
Bay have undertaken a significant detailed review of collective water services, driven 
by information that was underpinned by our LTPs, this has been useful when reviewing 
and comparing the Government’s proposal. 

 
Based on the extensive work undertaken by the Hawke’s Bay Councils, which are 
publicly available, that the benefits as noted in the Hawke’s Bay model serves the 
communities of Wairoa with associate evidence.  Hawke’s Bay was noted for its 
leadership in this process through the Three Waters Stimulus Package. 
 
Wairoa District Council firmly supports pursuing a Hawke’s Bay Regional Water 
Services Entity.  Proposals and other reviews and analyses which support our position 
of this case are also publicly available.   
 
Wairoa District Council has had its WICS specific information peer reviewed by WSP 
and officer analysis suggests that Wairoa District Council’s RfI specific information is 
highly overstated.  The Hawke’s Bay model review has also been peer reviewed by 
Morrison Low comparing the WICS modelling, and this also demonstrates over inflated 
underlying assumptions in the Government’s data.  

3. Background and context  
3.1. Following the serious campylobacter outbreak in 2016 and the Government’s Inquiry 

into Havelock North Drinking Water, central and local government have been 
considering the issues and opportunities facing the system for regulating and 
managing the three waters (drinking water, wastewater, and stormwater).  

3.2. The focus has been on how to ensure safe drinking water, improve the environmental 
performance and transparency of wastewater and stormwater network and deal with 
funding and affordability challenges, particularly for communities with small rating 
bases or high-growth areas that have reached their prudential borrowing limits. 
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3.3. The Government’s stated direction of travel has been for publicly-owned multi-
regional models for (with a preference for local authority ownership). The Department 
of Internal Affairs (DIA), in partnership with the Three Waters Steering Committee 
(which includes elected members and staff from local government commissioned 
specialist economic, financial, regulatory and technical expertise to support the Three 
Waters Reform Programme and inform policy advice to ministers.  

3.4. The initial stage (Tranche 1 - MOU, Funding Agreement, Delivery Plan and RFI process) 
was an opt in, non-binding approach.  It did not require councils to commit to future 
phases of the reform programme, to transfer their assets and/or liabilities, or establish 
new water entities. The 2020 indicative reform programme and then anticipated next 
steps can be found in Attachment 1. 

3.5. Council completed the RFI process over Christmas and New Year 2020/21 and the 
Government has used this information, evidence, and modelling to make preliminary 
decisions on the next stages of reform and has concluded that the case for change has 
been made [Attachment 2]. 

4. Government’s June and July 2021 announcements and information 
releases  

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

4.2. In summary the modelling indicated a likely range for future investment requirements 
at a national level in the order of $120 billion to $185 billion, an average household 
cost for most councils on a standalone basis to be between $1910 and $8690 by 2051. 
It also estimated these average household costs could be reduced to between $800 
and $1640 per household and efficiencies in the range of 45% over 15-30 years if the 
reform process went ahead.  An additional 5,800 to 9,300 jobs and an increase in GDP 
of between $14b to $23b in (Nett Present Value, NPV terms over 30 years were also 
forecast.   

4.3. As a result of this modelling, the Government has decided to: 

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

• establish independent, competency-based boards to govern  

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

• establish an economic regulation regime 

• develop an industry transformation strategy.  
The proposed safeguards against privatisation can be found on page 26 of the DIA’s 
summary of the case for change.   

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

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

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-2021.pdf
https://www.dia.govt.nz/Three-Waters-Reform-Programme
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/briefing-three-waters-review-release-of-second-stage-evidence-base-released-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/briefing-three-waters-review-release-of-second-stage-evidence-base-released-june-2021.pdf
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4.4. Both DIA and LGNZ have produced two page national overviews, available on the DIA 
website4 and LGNZ websites5 respectively.  Attachment 2 contains more detail on the 
national context and Attachment 3 provides the DIA/LGNZ overviews.   

4.5. We have been placed in Water Services Entity C [the boundary includes the entire 
east coast of the North Island from Gisborne to Wellington and includes 
Marlborough and Tasman districts, Nelson and the Chathams], although the precise 
boundaries are still up for discussion. 
 

 
 
4 2872-DIA-A3-A New Water with-without reform Map 20210526 v2.7 
5 Three-Waters-101-Infographic.pdf (lgnz.co.nz) 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/three-waters-reform-programme-overview-a3-30-june-2021.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/three-waters-reform-programme-overview-a3-30-june-2021.pdf
https://www.lgnz.co.nz/assets/Three-Waters-101-Infographic.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/three-waters-reform-programme-overview-a3-30-june-2021.pdf
https://www.lgnz.co.nz/assets/Three-Waters-101-Infographic.pdf
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4.6. On 15 July, in partnership with LGNZ under a Heads of Agreement6, the Government 
announced a package of $2.5 billion to support councils to transition to the new water 
entities and to invest in community wellbeing. This funding is made up of a ‘better off’ 
element ($500 million will be available from 1 July 2022 with the investment funded 
$1 billion from the Crown and $1 billion from the new Water Services Entities) and ‘no 
council worse off’ element (available from July 2024 and funded by the Water Services 
Entities).  The “better off” funding can be used to support the delivery of local 
wellbeing outcomes associated with climate change and resilience, housing and local 
placemaking, and there is an expectation that councils will engage with iwi/Māori in 
determining how to use their funding allocation. 

4.7. Council’s funding allocation is $18.6M.  The detail of the funding (including 
expectations around the use of reserves) and the full list of allocations can be found in 
Attachment 4.  Conditions associated with the package of funding have yet to be 
worked through.   

4.8. In addition to the funding announcements, the Government has committed to further 
discussions with local government and iwi/Māori over the next eight weeks on: 

• the boundaries of the Water Service Entities

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

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

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

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

4.10. Next steps are expected to be announced after 30 September 2021, which would 
include the timeframes and responsibilities for any community or public consultation. 

4.11. It is also important to note that the Government has not ruled out legislating for an 
“all-in” approach to reform to realise the national interest benefits of the reform. 

4.12. In the interim the DIA continues to engage with council staff on transition matters on a 
no regrets should the reform proceed. These discussions do not pre-empt any 
decisions about whether to progress the reforms or whether any individual council will 
transition.  

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

5. Council specific information and analysis
5.1. While the Government and LGNZ consider that national case for change has been 

made, each council will ultimately need to make a decision based on its local context. 

6 https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-
partnering-commitment-to-support-three-waters-service-delivery-reform.pdf 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
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5.2. Councils do not have a national interest test for their decision making.  Councils are 
required to act in the interests of their communities and the community’s wellbeing 
(now and into the future), provide opportunities for Māori to contribute to their 
decision-making processes, ensure prudent stewardship and the efficient and effective 
use of its resources in the interests of the district or region (including planning 
effectively for the future management of its assets) and take a sustainable 
development approach7.    

5.3. Council currently delivers three waters as a standalone entity with a mix of inhouse 
and contracted out services 

5.4. Our dashboard looks like this: 

5.5. It, and the dashboards of other councils, can be accessed on this site8. 
5.6. The key aspects Council would like noted are detailed below. 

• Compared with Council’s own information and LTP 2021-31.  We believe the DIA
information contains some inaccuracies and is fundamentally flawed.

• Wairoa District Council’s information shows a 40% increase in three waters
spend from year 4 onwards in our LTP, this demonstrates that there is moderate
to significant investment signalled over the next 10 years of our Long Term Plan
and out across 30 years in our infrastructure strategy, underpinned by
assumptions that regulatory standards will tighten and that there will be more
monitoring and enforcement in the future.

• Our asset condition, performance (and confidence) levels for

7 See for example sections 5 and 14 of the LGA. 
8 

https://app.powerbi.com/view?r=eyJrIjoiOGE1OTJlYWUtZDZkNy00YWZjLTgzN2EtOTY1MzQxNGM5NzJmIiwid
CI6ImY2NTljYTVjLWZjNDctNGU5Ni1iMjRkLTE0Yzk1ZGYxM2FjYiJ9 

https://app.powerbi.com/view?r=eyJrIjoiOGE1OTJlYWUtZDZkNy00YWZjLTgzN2EtOTY1MzQxNGM5NzJmIiwidCI6ImY2NTljYTVjLWZjNDctNGU5Ni1iMjRkLTE0Yzk1ZGYxM2FjYiJ9
https://app.powerbi.com/view?r=eyJrIjoiOGE1OTJlYWUtZDZkNy00YWZjLTgzN2EtOTY1MzQxNGM5NzJmIiwidCI6ImY2NTljYTVjLWZjNDctNGU5Ni1iMjRkLTE0Yzk1ZGYxM2FjYiJ9
https://app.powerbi.com/view?r=eyJrIjoiOGE1OTJlYWUtZDZkNy00YWZjLTgzN2EtOTY1MzQxNGM5NzJmIiwidCI6ImY2NTljYTVjLWZjNDctNGU5Ni1iMjRkLTE0Yzk1ZGYxM2FjYiJ9
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a. drinking water is medium – high
b. wastewater is medium – high
c. stormwater is low-medium

5.7 Wairoa District Council is also currently undertaking a private water scheme analysis in 
collaboration with other Hawke’s Bay councils to better understand the risk. 

5.8 To assess whether the proposed better off and no worse funding to Council of $18.6M 
is sufficient Council needs further information on the conditions that will be associated 
with that funding. For the purposes of the following analysis it is assumed that this 
funding would provide Council with an opportunity to address a range of issues and 
opportunities to improve community wellbeing in partnership with mana whenua and 
the communities Council serves.   

6. Options available to Council for three waters service delivery
6.1. Section 6 provides an overview of the options available to Council and is followed by 

an analysis of the Council’s reasonably practicable options.   
6.2. This analysis will provide some of the required information to enable Council to make a 

decision and consult on opting in or out of the reform process at the end of the eight 
week period (but not all as there is further information to be developed and decisions 
to be made), although whether this is ultimately required will be dependent on where 
the Government gets to with the reform process and the decisions it makes after 30 
September 2021.  

6.3. Staff have used the Local Government New Zealand, Taituarā, and Te Tari Taiwhenua 
Internal Affairs guidance9 and our risk framework and policy to understand the 
potential impact of reform and other practicable options (both today and in the future) 
in terms of service, finance and funding, economic development and growth, 
workforce, delivery and capability and social, cultural and environmental wellbeing. 

6.4. Option A - Government Proposal 

• Under this option, we are in entity C, a publicly owned water services entity that
owns and operates three waters infrastructure on behalf of councils, mana whenua
and communities.

• The ownership and governance model is a bespoke model, with councils listed in
legislation as owners, without shareholdings or financial interests, but an advocacy
role on behalf of their communities. Iwi/Māori rights and interests are also
recognised and representatives of local government and mana whenua will sit on the
Regional Representative Group, issue a Statement of Strategic and Performance
Expectations and receive a Statement of Intent from the Water Services Entity.
Entities must also consult on their strategic direction, investment plans and prices /
charges.

9 https://www.lgnz.co.nz/assets/Three-Waters-Guidance-for-councils-over-the-next-eight-weeks-FINAL.pdf 

https://www.lgnz.co.nz/assets/Three-Waters-Guidance-for-councils-over-the-next-eight-weeks-FINAL.pdf
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• The law currently prohibits Council deciding to opt-in to the current proposal (given
section 130 of the LGA, which prevents councils from divesting their ownership or
interest in a water service except to another local government organisation such as a
Council Controlled Organisation) and what we know about this option at present.

6.5. Option B - Council as a standalone deliverer of three waters [Status quo] 

• Council delivers three waters services itself through a mixed model of in-house and
contracted services.

• While the RfI information, dashboard and supporting information provided to Council
suggests that this might not be a sustainable future model for the country, we have
used the information to analyse whether this is a viable option for Council and our
communities.

• Council is of the view that further Government funding is required for this option to
be sustainable and viable.

6.6. Option C - Council continues to deliver three waters but at a higher level of service 
and investment 

• A modified version of Council continuing to deliver services to reflect the anticipated
regulatory environment for three waters delivery.

• This option requires making assumptions about
- the future regulatory requirement (potentially using the assumptions

underpinning the WICS modelling and the Government’s proposal and
draft/emerging standards and compliance regimes e.g., those coming from
Taumata Arowai)

- the ability of non-Council water supplies to meet standards and requirements
and the risks to Council

and would ideally include the production of business cases for investment and 
enhanced activity and asset management planning to be robust.     

• Council staff have assessed our ability to do this work in the current operating
environment (delivering business as usual, stimulus projects, other Government reform
workloads, consultant availability etc) and concluded that only a very high level of
analysis of this option could be done in the available timeframe.  This is included in
section 7 below.

• Please note that any changes to levels of service or material changes to the cost of
service would require consultation and an LTP amendment (or consultation on those
changes as part of the next LTP 2024-34 and potentially later ones).

6.7. Option D – Asset Owning Entity 

• The geographic region that has been assessed as part of the group delivering three
water services under this option is the Hawke’s Bay.

• While it is possible that a group could be set up as a shared service, at scale this is
likely to be suboptimal to the CCO option.10

• This option has therefore been developed as council-controlled organisations (CCOs)
as provided for in the LGA with governance, management and operational oversight.

10 HB-3-Waters-Delivery-Detailed-Analysis-29.07.20-Full-Report.pdf (hb3waters.nz) 

https://www.hb3waters.nz/assets/Uploads/HB-3-Waters-Delivery-Detailed-Analysis-29.07.20-Full-Report.pdf
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• This option enables assets to be transferred.  

• Although both a management CCO and an asset owning CCO have benefits, the 
detailed analysis in the Hawkes Bay report demonstrates that a regional asset owning 
CCO is a more effective service delivery model than the management CCO and best 
met the investment objectives and principles set by the participants in that review. 

• This option has therefore been developed assuming that assets are owned by a CCO.  

• There are existing examples of CCOs WaterCare (water and wastewater services) and 
Wellington Water (who don’t own but do manage all three waters on behalf of their 
owners) and studies such as [the Hawkes Bay study ..] that have been considered in 
developing and analysing this option.   
Please note that both the Auckland Council and the owners of Wellington Water are 
affected by the Government’s proposal and are assessing their options, e.g. for 
Wellington Water to become an asset owning company. 

6.8. Do-nothing 

• While the do-nothing option is conceptually always an option, the reality is that Council 
needs to continue to deliver its drinking water, wastewater and stormwater 
responsibilities.  Doing nothing is therefore not a practicable option and is not assessed 
further. 
 

7. Options analysis  
There are four options available for consideration by the community for the delivery of 
water services. These include: 

a. The Government’s proposal (aggregation of 67 Councils into a 4 Water Services 
Entity model) 
 

b. Current Council-delivered service (Status Quo) 
 

c. Current Council-delivered service but with a higher level of service 
 

d. Regionally delivered services 
 
Council is not consulting on the delivery of services at this time and will be guided by the 
feedback received after the 8-week review period. 
 
  

https://www.hb3waters.nz/assets/Uploads/HB-3-Waters-Delivery-Detailed-Analysis-29.07.20-Full-Report.pdf
https://www.watercare.co.nz/
http://www.wellingtonwater.co.nz/
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8. Risks (opportunities and threats) considered for the various options
included

• Financial sustainability

• Underestimating the investment
Required

• Compliance failure

• Cost of Works

• Workforce, skills, Technical Capability

• Economies of Scale

• Council Plan Implementation and
Integration

• Council Risk (and capacity for it)

• Household Ability to Pay

• Long Term Outcomes and wider
wellbeing outcomes

• Gaps in Service Delivery and Funding
Responsibilities

• R&D Funding Opportunities

• Increased Incident Response Time

• Additional Water Capacity (water
source)

• (Reduction in the) Local Contractor
Capacity

• Partnerships (ineffective)

• Compliance Monitoring

• Industry support

• Impact on business (AFFCO)

• Value of Council Services

• Community perception; Loss of
interest in Council – effect on
candidacy

• Regional investment(lack of additional
in the district due to current asst
condition)

• More efficient water use

• Reduced ability to Promote
Sustainable Resource Use

• Failure to Recognise Cultural
Knowledge in Design

• Business Priorities Differ to Council
Goals

• Loss of Community Engagement

• Lack of service integration

• Lack of Understanding of Growth
Constraints

• Unclear responsibility for
environmental impacts

• Gaps in infrastructure data

• Procurement outcomes

• Litigation

• Reduced levels of service / optional
service level increases

8.1 Option A - Government Proposal 
8.1.1 In summary, the greater financial capability, efficiency, affordability and 

community/water benefits (published by Government) of delivering three waters to 
the community are likely to be of significant value if they can be realised.  

8.1.2 The key opportunities our own analysis identifies include reducing the Council’s 
current risk profile (when considered against the status quo) including compliance 
risk and the risk of not meeting standards etc.  

8.1.3 Risks that need to be mitigated include integration with spatial, growth and local 
planning and transparent prioritisation, households’ ability to pay, and Council’s 
financial sustainability. 
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8.2 Option B - Council as a standalone deliverer of three waters 
8.2.1 In summary, the potential benefits of this option include greater Council control and 

more certainty over local infrastructure integration (planning and delivery) with land 
use plans and council objectives.  

8.2.2 However, Council faces risks, including potentially high costs, in meeting the new 
water standards, environmental requirements and achieving compliance. 

8.2.3 The ability of non-Council water supplies to meet standards and requirements also 
poses a risk to Council and the community.  

8.2.4 These present affordability challenges for households in the future, exacerbating our 
current affordability challenges. 

8.2.5 Council is also experiencing workforce challenges to meet the current requirements 
of three waters service delivery, Government reforms and an enlarged investment 
programme created by stimulus funding.   

8.2.6 This option becomes less sustainable if those around us move to some form of 
aggregated model (which will adversely affect our ability to retain and attract 
workers, access technical, financial or construction support, and procure cost 
effective contracts to deliver services and capital works).   

8.2.7 The causes of most of these risks are not within Council’s control.  This makes 
mitigation difficult, and many potential mitigation options (such as greater 
investment, larger costs than currently planned, lower levels of service, compliance 
risk) may not be palatable to Council or the community.  

8.2.8 Given the Government has rejected this as a sustainable solution for three waters 
service delivery there should not be an expectation that the Government would be 
willing to financially support councils to meet the new regulations beyond existing 
Tranche 1 stimulus funding.   

8.2.9 There may also be broader implications for our relationship with Government, 
iwi/Māori and key stakeholders. 

8.2.10 Given the analysis to date, Council continuing to deliver the three waters as a 
standalone entity under the present funding regime is unlikely to be sustainable in 
the medium to long term and further Government funding would be required. 

8.3 Option B - Council continues to deliver three waters but at a higher 
level of service and investment [modified status quo] 

8.3.1 The issues and opportunities associated with this option are broadly the same as for 
Council delivering three waters at the service levels forecast in the LTP 2021-31.  

8.3.2 There is likely better integration with Council outcomes, objectives and plans, but 
even if Council can predict the investment required to meet the new water 
standards, environmental requirements and compliance requirements in the short 
term, the costs of service provision and levels of service may change significantly 
over the next 30 years.   

8.3.3 As in the case of the status quo: 

• should one or more non-Council water supplies default to Council this would
exacerbate Council’s risk profile and financial position
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• if Council’s neighbours voluntarily joined a larger water services grouping or
entity, we would likely experience negative impacts on our workforce
capability and capacity, on our pipeline of construction and ability to deliver
cost effectively and on our ability to get professional services, advice and
support.

8.3.4 Again, there should not be an expectation that the Government would be willing to 
financially support councils to meet the new regulations beyond existing Tranche 1 
stimulus funding.   

8.3.5 This presents affordability challenges for households in the future and there may also 
be broader implications for our relationship with Government, iwi/Māori and key 
stakeholders. 

8.4 Option D – CCO asset owning 
8.4.1 Under this option the entity and councils would still need to be satisfied that the 

changing regulatory environment was adequately provided for, including ensuring 
there was sufficient funding to meet legal and regulatory obligations. 

8.4.2 However, due to scale, this option (better) addresses the risk that the size of 
investment required to meet new standards and community expectations is greater 
than forecast by individual councils;  

• it enables an organisation to focus on the groups three water challenges and
prioritise investment decisions across the region, which should lead to better
environmental and community outcomes

• it provides for greater strategic, management and operational capacity and
capability, workforce development and planning

• it enables efficiencies (in planning, programming, procurement and delivery)

and should as a result reduce household costs and increase affordability. 

8.4.3 As with the above options, should one or more non-Council water supplies default to 
the CCO then this would need to be funded from the group or consumers, however 
the risk is reduced. 

8.4.4 There are some integration risks with spatial, growth and local planning and ensuring 
transparent prioritisation, the achievement of Council objectives and ensuring there 
is sufficient funding and that costs are affordable. 

8.4.5 There is Council oversight and input. A statement of intent would be prepared by the 
CCO (and it would be best practice for the councils to prepare a letter of expectation 
to guide this) and half yearly and annual reports would be prepared.  Councils would 
need to monitor the performance of the CCO.  Consideration would need to be given 
to governance arrangements, including the involvement of iwi/Māori in both decision 
making and governance, and how council, community and mana whenua aspirations 
and needs will be met.   

8.4.6 This option is still constrained in its ability to raise debt as the connection to council 
balance sheets remains under the available funding models. 

8.4.7 There would also need to be agreement from all councils and each would need to 
undertake public consultation, which would take time and creates uncertainty about 
the outcome. 
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8.4.8 If a new CCO is to be set up this will require council(s) to use the Special Consultative 
Procedure (section 83 of the LGA) and arrangements (and a policy) for the 
appointment of directors or trustees will need to be made (as the councils appoint 
the “board”), as well as transition arrangements (including workforce transition), 
prioritisation of investment and integration with planning at the regional and local 
level.   

8.4.9 Councils would need to adequately resource the establishment or transition process 
(if they are changing to an asset owning arrangement). 

9 Transition 
9.1 Managing transition risks to the Government’s proposed model are likely to pose a 

challenge for Council and others in its grouping than the risks associated with the 
Government proposal.  If the Government’s proposal were to proceed, effective 
management of the transition by Council, Government and partners will be critical. 
It is important that Wairoa District Council be an active participant in this process, but 
there are risks to our ability to participate which include; 

• Staff/Contractor Retention

• Transfer of Contracted Services

• Maintaining Good Quality Assets

• Stranded Overheads

• Loss of Customer Experience

• Resistance to Change

• Speed of Change - an increase in
mistakes

• Lack of Business Confidence

• Transition Team – would help but
will require resourcing.  Staff
workloads

• Limited Transfer of Water Debt –
reserve funds collected for water
related services affecting Council’s
financial position.

• Development / Financial
Contribution Refunds - may affect
Council’s charges linked to debt
(including the possibility of
refunds).

• Current System Unable to Cope

• Scope of Agency Service -
continuing / picking up for e.g.
stormwater [and / or wastewater]

• Different Local Approaches - to
regional neighbours may reduce
the economies of scale making
regional water solutions more
expensive.

• Unreasonable Economic Influence -
from existing industry players

• Asset Valuation - returning a much
different value than expected
affecting Council’s financial
position

• Deferred Decision Making -
development projects to stall.

• Community Uncertainty - owners
continue to call Council delays in
resolving faults.

• Poor Transition Management -
cause delays and confusion over
responsibility exposing Council to
liabilities and affecting continuity
of service delivery.
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• Existing Contract Liabilities -
Council may be liable for
compensation if contractors take
legal action.

• Liability for Environmental Damage
- Lack of clarity for monitoring
environmental impacts may
expose Council to liabilities

• Loss of Asset Management
Systems & Data - unclear
responsibilities - loss of data or
failure of systems affecting
continuity of service delivery.

• Impact on Bylaws -.

9.2 That said, transition away from the status quo to any other option, carries inherent 
risks, with potential mitigations to reduce both impact and likelihood and therefore 
residual risk and sticking with the status quo may not be sustainable in the medium or 
long term.   

9.3 Wairoa District Council notes the request from Government officials that a portion of 
the Wairoa District Council’s $11M three waters stimulus package fund be allocated to 
support transition.  Wairoa District Council completely opposes this request as an 
ambitious programme of work has already been approved by Council and is well 
underway, to deviate from the work programme poses risk to Council.  If the 
Government proceeds with its proposal, Council would expect additional funding to 
support transition. 

10 Council decision making and consultation 
10.1 Part 6 of the LGA, sections 76 to 90, provide the requirements for decision making and 

consultation, including the principles of consultation and information that needs to be 
provided including the reasons for the proposal and the reasonably practicable 
options.   

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

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

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

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

10.6 However, despite section 79 of the LGA, a decision to transfer the ownership or 
control of a strategic asset from the council (or to it) must explicitly be provided for in 
the council’s Long Term Plan (and have been consulted on specifically in its 
consultation document).   
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10.7 Council’s existing LTP and the consultation information and process used to develop it 
will not suffice to meet this test, as Council did not itself have adequate information on 
the options and the implications earlier this year when it consulted on the LTP.  An LTP 
amendment and commensurate consultation process on the ownership and 
governance arrangements and asset transfers proposed would be necessary. 

10.8 There are also provisions in the LGA that relate to unlawful decisions to sell or dispose 
of assets, which can be investigated by the Auditor-General.11  

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

10.10 Given the Government’s 

• 8 week period of engagement with mana whenua and councils

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

• request for councils to give feedback on the proposal, identify issues and
solutions

• and uncertainty around next steps, including whether the reform may become
mandatory or legislative change will remove legal barriers to opting in

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

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

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

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

11 Information that the Council requires or potential solutions to outstanding 
issues that it would like to convey to Government and LGNZ 

11.1 There are still several issues that need to be resolved, including: 

• the final boundaries

• protections from privatisation

11 See sections 43 to 47 of the LGA. 
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• consultation with mana whenua and communities

• how will true community voice be heard and what influence will local
authorities have (and what can the community realistically expect the council to
influence particularly if it is not on the regional Representation Group)

• representation from and on behalf of mana whenua

• integration with other local government reform processes

• integration with spatial and local planning processes and growth

• prioritisation of investment

• workforce and capability – we don’t have enough of the right people now to
deliver three waters and we need to retain our people through the transition

• what will a Government Bill cover and whether the reform will be mandatory

• conditions associated with the Government’s package of funding for local
government

• transition arrangements, including our own workforce challenges (without
transition challenges on top) and due diligence for asset transfers etc.

11.2 Council is invited to discuss whether there are specific information needs, issues or 
solutions that the Council would like staff to convey to the DIA or LGNZ. 

12 Conclusion 
12.1 While there is uncertainty about the future steps in the Government’s reform 

proposal, and current legislative impediments to it, the current eight-week period 
gives Council the opportunity to understand the information it has received (and will 
continue to receive) from the RFI and modelling processes.   

12.2 It also provides an opportunity for Council to understand its potential options, 
including the financial, workforce and sustainability impacts for Council and the wider 
economic, social and cultural implications of each option, using the guidance that has 
been issued. It also provides an opportunity to engage in discussions with other 
councils in its entity grouping, share information and ask questions and propose 
solutions to issues it sees to Government and LGNZ.   

12.3 All of this information will be useful to inform future decision making by both council 
and Government and consultation and engagement with mana whenua and 
communities. 

13 Decision making compliance statements 
This report notes that no decisions are required at this stage. 

Significance 

The future of water services delivery is a significant issue.  This report however does not 
commit the council to a decision relating to that reform. Instead it provides initial analysis of 
the reform proposals for Council’s information and highlights the uncertainties around 
information and next steps.  As such the significance of this report is considered low. 

Risks / Legal and Financial implications 
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Significant risks, legal responsibility and financial implications have been identified in 
analysing the reform proposals and completing an analysis of options for this report.  
However, there is not decision required, other than to note those issues and to request 
further information from Government if Council wishes to, to reduce the risks and 
implications to Council and its communities 

Te Tiriti/Treaty of Waitangi and involvement of Māori in decision making considerations 

The issues covered in this paper are important for Māori. The Crown is considers itself 
currently leading the engagement with iwi/Māori, mana whenua. Council has undertaken 
opportunities to discuss these reforms with iwi partners as noted previously in this report. 

Climate Change / environmental impact 

Climate considerations (both mitigation and adaptation), resilience and environmental 
impacts are drivers of the reform process.  While there are no specific impacts arising from 
this report the decisions that occur post September 2021 will have an impact on climate and 
environmental issues.  These issues will be reported by officers once more information on 
impacts is made available. 

Engagement and Consultation 

Council is not required to consult at this time as provided for in section 8 of this report.  
Further advice regarding any future consultation requirements will be provided after 
September 2021. In the interim Council has engaged with its local community and tangata 
whenua as noted previously in this report. 
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Attachment 1 – 2020 Background (including Taumata 
Arowai information and Indicative Reform Programme) 
In July 2020, the Government launched the Three Waters Reform Programme to reform local 
government three waters service delivery arrangements, with the following objectives: 

• improve the safety, quality, and environmental performance of water services

• ensure all New Zealanders have access to affordable three waters services

• move the supply of three waters services to a more financially sustainable
footing, and address the affordability and capability challenges that currently
exist in the sector

• improve transparency about, and accountability for, the delivery and costs of
three waters services

• improve the coordination of resources and unlock opportunities to consider New
Zealand's water infrastructure needs at a larger scale and alongside wider
infrastructure and development needs

• increase the resilience of three waters service provision to both short and long-
term risks and events, particularly climate change and natural hazards

• provide mechanisms for enabling iwi/Māori rights and interests.

The 2020 indicative timetable for the full reform programme is provided below. It was 
always subject to change as the reforms progressed, future Government budget decisions 
and Councils were advised that any further tranches of funding would be at the discretion of 
the Government and may depend on progress against reform objectives. 

Also in July 2020 the Government announced an initial funding package of $761 million to 
provide a post COVID-19 stimulus to maintain and improve water three waters 
infrastructure, support a three-year programme of reform of local government water service 
delivery arrangements (reform programme), and support the establishment of Taumata 
Arowai, the new Waters Services Regulator.   
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Following initial reports (that used publicly available council information) from the Water 
Industry Commission for Scotland (WICS), between October 2020 and February 2021, (all) 67 
councils participated in the Government’s Request for Information (RfI) on council’s three 
waters assets, including future investment requirements.  In return they received what was 
known as Tranche 1 stimulus funding (under a MoU and funding agreements with 
Government) for operating or capital expenditure that supported the reform objectives, 
economic recovery through job creation and maintaining, increasing and/or accelerating 
investment in core water infrastructure delivery, renewals and maintenance.  Council 
received $11M under this arrangement and is currently completing the agreed delivery plan. 
Previous Council reports detail the reasons for Council participation and resolutions. 

In line with Government policy, Taumata Arowai became a new Crown entity in March 2021 
and will become the dedicated water services regulator when the Water Services Bill passes, 
expected to be in the second half of 2021 (the Select Committee is dure to report back on 11 
August 2021).  They will oversee and administer, and enforce a new, expanded and 
strengthened drinking-water regulatory system, to ensure all New Zealand communities 
have access to safe drinking water.  They will also provide oversight of the regulation, 
management, and environmental performance of wastewater and storm-water networks, 
including promoting public understanding of that performance.   

An overview of local authority obligations under the Bill is provided below.  The Bill provides 
for a range of compliance and enforcement tools including compliance orders, enforceable 
undertakings, infringement offences, and criminal proceedings, which can be taken against 
council officers (but not elected officials). 

Taumata Arowai will have the authority to prepare standards and rules that water suppliers 
(such as councils) must comply with.  Their initial working drafts are available online12 and 
are currently being updated.  Consultation will occur later this year.  Guidance to support the 
operational compliance rules is also being developed and will be available when the rules are 
consulted on.   

It is anticipated that monitoring, compliance and enforcement of standards will increase 
substantially on the status quo with the passing of the Water Services Bill and as Taumata 
Arowai begins to operate. It is also likely that the drinking water standards and their 
coverage (including non-Council water suppliers) and environmental standards will become 
more rigorous over time.  This creates risks for council in meeting future standards and 
mana whenua and community aspirations (such as greater investment required than 
currently planned, risk of enforcement action).  

Water Services Bill obligations of local authorities 
Table 2 from https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-
programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-
for-change-and-summary-of-proposals-30-june-2021.pdf 

 
 
12 www.taumataarowai.govt.nz/for-water-suppliers/  

https://www.taumataarowai.govt.nz/for-water-suppliers/
http://www.taumataarowai.govt.nz/for-water-suppliers/
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Attachment 2 – the Government’s conclusion that the case 
for change has been made  
1. The modelling has indicated a likely range for future investment requirements at a 

national level in the order of $120 billion to $185 billion, an average household cost for 
most councils on a standalone basis to be between $1910 and $8690 by 2051.  

2. It also estimated these average household costs could be reduced to between $800 and 
$1640 per household and efficiencies in the range of 45% over 15-30 years if the reform 
process went ahead.  

3. The efficiencies noted are underpinned by evidence across a range of countries based on 
joined up networks (the conclusion is that 600,000 to 800,000 connections achieve scale 
and efficiency), greater borrowing capability and improved access to markets, 
procurement efficiencies, smarter asst management and strategic planning for 
investment, a more predictable pipeline and strengthened benchmarked performance, 
governance and workforce capabilities.  

4. The briefing to the Minister notes that this “investment is what WICS has estimated is 
necessary for New Zealand to meet current United Kingdom levels of compliance with EU 
standards over the next 30 years, which in its assessment (and confirmed by Beca) are 
broadly comparable with equivalent New Zealand standards.”.  

5. However, this is caveated as a conservative estimate that does not take into account iwi 
goals and aspirations, higher environmental standards or performance standards that 
are anticipated in future legislation, uncertainties in asset lives, seismic and resilience 
risk, supply chain issues, and the current workload to manage and deliver improvements 
as well as address renewal backlogs.   

6. For councils with non-council drinking water suppliers in their areas there is additional 
risk if they are unable to consistently provide safe drinking water to their consumers, 
including the potential for council to have to take on the water supply.  Council operating 
on expired consents or with consent renewals in the next 15 years also face uncertainty 
over the standards they will need to meet in the future and therefore the level of 
investment that needs to occur. 

7. Councils could also add to the above list of uncertainties and challenges their business as 
usual workload, the workload associated with delivering on stimulus packages and 
associated with responding to other government reform initiatives such as reform of the 
Resource Management Act, and general workforce retention and attraction issues, which 
are exacerbated by public sector competition for talent and skills.  

8. The modelling indicated that between one and four water services entities would 
provide the most efficiencies and reduce costs to individual households.  

9. When this is added to  
a. known variations across the nation in water suppliers’ compliance with drinking 

standards, including permanent and temporary boil water notices 
b. evidence of poor health and environmental outcomes, including expired resource 

consents for wastewater treatment plants (and the need for 110 of these plants 
to go through the resource consenting process in the next 10 years) 

c. stormwater overflows and other challenges 
d. climate change 

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/briefing-three-waters-review-release-of-second-stage-evidence-base-released-june-2021.pdf
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e. Te Tiriti obligations and the need to uphold Te Mana o te Wai
f. the size and scale of current service delivery units and workforce issues
g. the obligations and responsibilities that councils (and other water suppliers) will

face when the Water Services Bill and associated regulations are enacted
h. the Government has concluded that the status quo is not sustainable and that the

case for change has been made.
10. The four entities and their proposed boundaries (which may yet change) and the

proposed structure for the system are as follows:

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/transforming-the-system-for-delivering-three-waters-services-the-case-for-change-and-summary-of-proposals-30-june-2021.pdf
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Attachment 3 – DIA two-page summary 
For you to format/resize if you use it 
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LGNZ two-page summary 
For you to format/resize if you use it 
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Attachment 4 - funding to invest in the future of local 
government and community wellbeing 
1. On 15 July, in partnership with LGNZ under a Heads of Agreement13, the Government 

announced a package of $2.5 billion to support councils to transition to the new water 
entities and to invest in community wellbeing.  

2. The ‘better off’ element: an investment of $2 billion into the future for local government 
and community wellbeing.  

• The investment is funded $1 billion from the Crown and $1 billion from the new 
Water Services Entities.  $500 million will be available from 1 July 2022. The 
funding has been allocated to territorial authorities (which includes unitary 
authorities)14 on the basis of a nationally formula that takes into account 
population, relative deprivation and land area.   

• The funding can be used to support the delivery of local wellbeing outcomes 
associated with climate change and resilience, housing and local placemaking, 
and there is an expectation that councils will engage with iwi/Māori in 
determining how to use their funding allocation. 

3. The ‘no council worse off’ element: an allocation of up to around $500 million to ensure 
that no local authority is in a materially worse position financially to continue to provide 
services to its community as a direct result of the reform.   

• This element is intended to ensure the financial sustainability of councils and 
address reasonable costs and financial impacts associated with the transfer of 
assets, liabilities and revenues to new water services entities.   

• Up to $250 million is available to meet the unavoidable costs of stranded 
overheads and the remainder for other adverse impacts on financial sustainability 
of territorial authorities (including future borrowing capacity).   

• Of this $250 up to $50 million is allocated to Auckland, Christchurch and 
Wellington Water councils, the remainder is available to other councils.15 This 
funding is not available until July 2024 and is funded by the Water Services 
Entities. 

4. Council’s funding allocation is $18.6M. 

 
 
13 https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-

partnering-commitment-to-support-three-waters-service-delivery-reform.pdf  
14 Please note that any allocation to Greater Wellington Regional Council (the only regional council affected by 

the proposed changes) is not clear at this stage. 
15 Due to their size and in the case of Wellington Water and Auckland’s WaterCare having already transferred 

water service responsibilities (to varying degrees)  

https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/heads-of-agreement-partnering-commitment-to-support-three-waters-service-delivery-reform.pdf
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5. The package is in addition to the $296 million announced in Budget 2021 to assist with
the costs of transitioning to the new three waters arrangements. The Government will
“meet the reasonable costs associated with the transfer of assets, liabilities and revenue
to new water services entities, including staff involvement in working with the
establishment entities and transition unit, and provision for reasonable legal, accounting
and audit costs.”16

6. The Government is also encouraging councils to use accumulated cash reserves
associated with water infrastructure for this purpose. There are likely to be practical
limitations on a council’s ability to do this set by councils’ own financial strategy and
policies (including conditions on the use of the reserves ie targeted reserve funds must
be used for the purpose they were collected for in the first instance e.g. if collected for
capital works).

7. There are also political and / or community acceptance challenges with this approach - if
the assets are transferred under a voluntary or mandatory process the reserve balances
are expected to be used to invest those funds in the communities that paid for them,
consistent with the conditions under which they were raised rather than pooling as a
general fund.  Councils and communities are unlikely to embrace using these funds
instead to enable the transition.

8. The proposed national allocations are as follows:

16 15 July 2021 FAQ https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-
programme/$file/three-waters-reform-programme-support-package-information-and-frequently-asked-
questions.pdf 
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Attachment 5 - Transition 

1. Consideration is being given to establishing a national transition unit and local
establishment entities mirroring the boundaries of the (proposed) Water Services
Entities and supporting, through a reprioritisation of stimulus funding if required, council
staff costs related to reform and transition, enabling staff to participate in transition
priority working groups, gathering and sharing data.

2. Current considerations, in addition to funding for backfilling and / preparing for change,
are:

• support for three waters workers – including:
- if a staff members role is primarily three waters related, an automatic

transfer to the new Water Services Entity in a similar role on the same
salary at the same location with the same conditions

- advice, including Employee Assistance Programmes, legal and union
representation

• the need to increase staffing levels to implement the transition, continue
business as usual and deliver current and increased infrastructure investment

• staff and contractor retention in a time of uncertainty (and competition for
resources)

• the speed of change and the risk of mistakes and service interruptions

• stranded overheads and the no worse off element of the funding package

• asset transfers and valuations

• existing contracts and contractors and any residual liabilities

• development and financial contributions
3. What isn’t clear (but will be worked through) is:

• where the bulk of managerial and support staff (eg communications, financial, asset
management) will be located, although the presumption is that they will be (at least
notionally in post COVID flexible working world) located in the regional headquarters
of the Water Services Entities

• what the principles and any threshold would be for a staff member that does some
three waters related work (say 50% of their time) and whether it would be their
choice to move to the Water Services Entity and the implications for their
employment situation

• if all three water services are included and will transfer at the same time
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Attachment 6 – Further Questions and Areas of Concerns from 
Wairoa District Council  

• Our community is telling Council they do not want to lose ownership of their community
owned assets.

• What would Wairoa’s staffing situation be under a new entity? At the moment we have
specialised staff based in Wairoa so if there are breakdowns/emergencies/issues we have
people on the job to keep our infrastructure working. Under a centralised system we may not
have people based in Wairoa which would mean delays in sorting issues and less specialised
staff living in Wairoa.

• The Wairoa District Council manages all three Waters infrastructure assets on behalf of the
owners, i.e., our ratepayers. So far, the government has given Wairoa District Council $11
million as part of the post-Covid stimulus, plus they are now offering another $18 million. That
does not fairly represent the asset value of the publicly owned assets. Will our ratepayers be
reimbursed fully? If the assets were transferred to another entity, would ratepayers be fully
compensated or is this a confiscation of ratepayer owned assets?

• Wairoa’s remoteness will mean higher costs for our people to receive these services.

• Is this the start of the removal of other services from local government and a loss of
localisation?

• We are told we will be better off, but the figures that are being used and supplied by Central
Government simply do not stack up. Figures we have been given by Central Government as
part of the Three Waters review indicate that Wairoa District Council would need to spend
$1.6 billion on Three Waters, over the next 30 years. Council believes this figure is way too
much and is eight times what Council is forecasting on spending and six times what Council
indicated in the Request for Information paperwork it filled out for the Department of Internal
Affairs at the beginning of this process.

• Under the proposal Wairoa would be part of a collective debt currently just shy of $1 billion,
income would be $485 million. This will negatively skew Wairoa as Wairoa District Council
currently has little debt and good investment.

• Under the government’s proposal, Wairoa District Council would be part of an entity that runs
from the East Coast down to Wellington and the top of the South Island. Wairoa’s current
debt, Three Waters staff, and income would make up one percent of the combined 21 local
councils in the entity. How are we ever going to have a say, have our local voice heard and our
priorities prioritised when we only make up one percent?

• Why can’t the government prioritise and fund the issues and develop a future plan for the
whole country that doesn’t involve the cost of creating new entities?
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• How will this new entity even work without totally duplicating the services Councils already 
provide? Currently, Council’s rates carry a UAGC (Uniform Annual General Charge) which is 
apportioned across the entire district for services that most residents benefit from 
irrespective of property value. Administration of billing etc is absorbed within the UAGC – 
how will billing be charged out by the new entities? How will this even be administrated? 
There are so many anomalies, such as Māori land, DoC land, etc. which is currently all sorted 
by local Councils and all on one rating bill.

• Will it be the people who are directly connected to Three Waters who will pay, i.e., water 
metering?  For Wairoa it will predominantly be those who live in town, who will pay more?
Wairoa has equalised much of it’s three waters whereby the same cost applies regardless if 
you are connected to a smaller rural scheme or the larger town scheme.  These costs become 
prohibitive for smaller rural communities who have a very small rate base to apply these costs 
too, i.e. Tuai, Mahanga, Mahia etc.

• Presently rural septic tank owners pay an annual fee and a whole of district charge of 10%
towards Three Waters. What will this charge look like under a new entity?

• Mahia residents personally invested millions of dollars into the Mahia sewage scheme - will 
they be fully reimbursed?

• In Wairoa, AFFCO receives a reduction in its water rate based on the significant contribution it 
made to the town’s water supply. Without AFFCO, town water would be more expensive. Will 
a new Three Waters entity recognise this contribution?  If AFFCO deemed it unaffordable for 
them to operate within the Wairoa District due to the new three waters regime, they would 
likely move to a more affordable location.  As the largest employer in the district, this would be 
the death knell for Wairoa.

• New Zealand’s Three Waters performance issues are due to the lack of a consistent national 
regulator and lack of investment by central government. The lack of a consistent national 
regulator has been remedied through the formation of Taumata Arowai (which Wairoa 
commends). Why can’t Central Government give local Government the necessary funding 
without creating new unwieldy centralised entities. i.e the Waka Kotahi funding model
(Funding Assistance Rate)

• What happens when our assets get taken over by these four large entities and then 
privatisation occurs? Who will benefit from the sale of our assets? No government can 
promise that privatisation won’t happen, look at the electricity reforms.

• We cannot see Wairoa wanting to subsidise other areas or other areas wanting to subside us.

• We have had no significant decision makers visit our town to see our unique situation. You 
should not make radical change like this by just looking at averages.

• The Government’s national three waters investment funding package, of which $50 million 
was set aside for Hawke’s Bay’s four local authorities, demonstrated how extra funding can 
completely change the outcome of Three Waters. 
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• Our national Three Waters situation is the result of a legacy of under investment from the 
government of at least 40 years which continually changes the rules yet does not provide any 
additional funding to ensure Councils can meet the new requirements.

• We have experienced with centralisation, that huge savings are often at the sacrifice of small 
and isolated communities like Wairoa. And if 8000 jobs are going to be created, why can’t they 
be created and funded by Central Government right now?

• We have seen no information that the government is increasing its investment in Three 
Waters. These new entities will have to borrow money to develop infrastructure and provide 
services and the only way this money can be paid back is by residents paying for it- so 
effectively another rates account.

• At least with the electricity reforms of the past, even though electricity didn’t get cheaper, as 
was promised at the time, the grid was connected throughout the country. Water supply is 
not connected within districts and regions, let alone the whole country.

• We were told there would be huge savings and new jobs when the councils amalgamated to 
form the greater Auckland super council. These savings never happened and ironically 
Auckland doesn’t want to be part of this new Three Waters proposal.

• We already know the Government is not great at delivering at a local level. Just look at the 
housing crisis, the care of our children and mental health services, MIQ. Based on those 
examples, we are concerned that Central Government wants to take Three Waters away from 
Local Government.

• We note that Treasury warned the government earlier this year that its contentious Three 
waters reform programme was complex and there was a risk it would not achieve what it set 
out to do.  We also note, there has also been similar commentary from the LGFA and the 
banking sector generally.  Given these views, how can we have confidence in the Governments 
proposal, particularly the economic case which is predicated on the proposed entity’s ability to 
borrow?

• Wairoa District Council adheres to rigorous financial controls and our Financial Strategy 
provides for significant borrowing headroom to achieve our investment objectives.  Therefore, 
borrowing capacity as a factor is irrelevant for Wairoa and we are concerned that our financial 
sustainability would be diluted through an Entity C type organisation as proposed through the 
Government’s Three Waters Reform proposal.  We are concerned that our assets are being 
used to mortgage somebody else's problems.

• What is the point of the LTP process (a legislative requirement) if the figures are not to be 
believed.  We pay hundreds of thousands of dollars for these to be audited.  These audit 
processes are robust and rigorous.  What's the point, we could have used that money 
elsewhere if our LTPs are simply going to be ignored. 
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Disclaimers and Limitations 
This report (‘Report’) has been prepared by WSP exclusively for Wairoa District Council (‘Client’) in 

relation to Wairoa’s Three Waters Reform Request for Information (RFI) Data Review (‘Purpose’) 

and in accordance with the 20/04 Contract for Infrastructure Professional Services.  The findings in 

this Report are based on and are subject to the assumptions specified in the Report and data 

provided by Wairoa District Council, as previously submitted to Department of Internal Affairs (DIA) 

as part of the RFI process. WSP accepts no liability whatsoever for any reliance on or use of this 

Report, in whole or in part, for any use or purpose other than the Purpose or any use or reliance on 

the Report by any third party.   

In preparing the Report, WSP has relied upon data, analyses, designs, plans and other information 

(‘Client Data’) provided by or on behalf of the Client. Except as otherwise stated in the Report, WSP 

has not verified the accuracy or completeness of the Client Data. To the extent that the 

statements, opinions, facts, information, conclusions and/or recommendations in this Report are 

based in whole or part on the Client Data, those conclusions are contingent upon the accuracy 

and completeness of the Client Data. WSP will not be liable in relation to incorrect conclusions or 

findings in the Report should any Client Data be incorrect or have been concealed, withheld, 

misrepresented or otherwise not fully disclosed to WSP. 

 

In preparing the Report, WSP has relied upon data, analyses, and other information obtained from 

Department of Internal Affairs (‘Third Party Data’). Except as otherwise stated in the Report, WSP 

has not verified the accuracy or completeness of the Third Party Data. To the extent that the 

statements, opinions, facts, information, conclusions and/or recommendations in this Report are 

based in whole or part on the Third Party Data, those conclusions are contingent upon the 

accuracy and completeness of the Third Party Data. WSP will not be liable in relation to incorrect 

conclusions or findings in the Report should any Third Party Data be incorrect or have been 

concealed, withheld, misrepresented or otherwise not fully disclosed to WSP. 
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Key outcomes 
This report summarises our findings from reviewing the Request for Information (RFI) data 

submitted to the Department of Internal Affairs (DIA) by Wairoa District Council (WDC) and has 

been produced for discussion purposes. The key outcomes are: 

• The majority of RFI data submitted aligns with WDC’s subsequently adopted LTP and AMP.

Where there are differences, it appears that there would be limited impact on the Water

Industry Commission of Scotland’s (WICS) analysis inputs and assumptions.

• The RFI data submitted has been used to informed WICS analysis inputs and assumptions.

• Local dashboards report a FY51 average household costs capped at $8,690. Using current

LTP revenue projected FY51 and DIA calculation methodology, the FY51 average household

cost for WDC is estimated to be $3,600.

• WICS have produced a high-level model based on broad parameters. The resulting forecast

renewals expenditure is $73M and enhancement investment is $650M (including inflation)

for the 30-year period 2021 – 2051.

• WDC’s LTP includes forecast renewals expenditure of $43M and enhancement investment of

$38M (including inflation) for the 30-year period 2021-2051.

• Some enhancement of WDC’s three waters network over the next 30 years is expected due

to increased regulatory requirements and potential for servicing currently un-serviced areas.

While it is out of the scope of this review to comment on the extent of required

enhancement, the WICS analysis has produced enhancement investment 30-year forecasts

more than 15 times the LTP capital investment 30-year forecasts, and five times the

maximum existing asset portfolio value of $130M.

• While the WICS assumptions made in calculating investment forecasts may be appropriate

for use in national modelling, it is unclear how appropriate it is for any individual Council

such as Wairoa.
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Executive summary 
In late October 2020, the Department of Internal Affairs (DIA) released a Request for Information 

(RFI) seeking information from local authorities to support detailed modelling and analysis for the 

Three Waters Reform Programme. Whilst the RFI data submitted by WDC in January 2021 was 

comprehensive, the timing of the RFI data request ahead of WDC finalising their 2021 – 2031 Long 

Term Plan (LTP), lead to some assumptions being made. 

WDC has recently adopted their finalised 2021 – 2031 LTP, and as such requested WSP to complete 

a review of the RFI data submitted for alignment with the adopted plan, as well as a high-level 

desktop review of Water Industry Commission of Scotland’s (WICS) analysis inputs and 

assumptions, and outputs reported by DIA on in June 2021. 

This report summarises our findings from the review and has been produced for discussion 

purposes only. 

RFI data submitted 

The RFI data submitted, both asset and financial based, has been reviewed against WDC’s LTP and 

Three Waters Activity Management Plan (AMP). Key differences include: 

• Water Volumes:Water Volumes:Water Volumes:Water Volumes: Results from the recent Wairoa Water Loss Assessment (dated 26 July 2021)

show that there has been an improvement in water leakage since the last assessment

completed in August 2020. This has impacted the total potable water delivered to

properties, which has also reduced from the RFI data submitted.

• 30303030----year investment forecasts:year investment forecasts:year investment forecasts:year investment forecasts: Refinement of future investment need and affordability

tension have resulted in a lower investment forecast in the LTP compared to RFI data

submitted.

Confidence grades were used as part of the RFI process to provide an indication from councils of 

the overall confidence and accuracy of the data they have provided through the RFI. The reliability 

and accuracy ratings provided by WDC staff are generally considered appropriate, and were 

accompanied by clear description of assumptions made where appropriate.  

Our overall assessment of WDC’s RFI data, is that it was fit for purpose in providing an overview of 

Wairoa’s three waters services. The majority of the RFI data submitted aligns with the subsequently 

adopted LTP and AMP. Where there are differences between the two information sets, it appears 

that there would be limited impact on the WICS three waters analysis inputs and assumptions. 

WICS analysis – local dashboard 

The DIA has published local dashboards for each council, providing a snapshot in time of how 

elements of the three waters system are performing.  

The dashboard provides a fair representation of the RFI data submitted by WDC. Most calculated 

values have also been based on RFI data. However, the FY51 average household costs, which is the 

revenue required to fund future investment converted into an average figure per household, is not 

calculated based on RFI data. A cap of $8,690 has been applied, recognising the uncertainty 

involved in projecting costs over a 30-year period and affordability challenges associated with 

meeting costs above this level. The cap has been set at the 65th percentile of average household 

costs across the country in 2051. 

Using current LTP revenue projected FY51 and the calculation method described in the dashboard 

methodology and assumptions, WDC’s Average Household Cost per Annum (No reform) FY51 is 

estimated to be $3,600. 
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WICS analysis – Wairoa specific model inputs and assumptions 

A review of WICS’s analysis data inputs and assumptions reported in June 2021, shows clear 

alignment with the RFI data. However, a number of inputs and assumptions have been calculated 

based on other information. 

WICS have produced a high-level model based on broad parameters. For enhancement 

investment forecasts, this model tested the sensitivity of a complex set of assumptions and factors, 

to provide a range of enhancement investment outcomes. The enhancement investment was 

then capped, with the key assumption being the Cap for investment per connected citizen of 

$70k. This is based on investment per connected citizen in the most rural Council areas in 

Scotland. The resulting enhancement investment for the 30-year period 2021 – 2051 is $384M 

(increasing to $650M when inflation is applied).  

The model also allows for depreciation of the new assets created through enhancement 

investment of $278M over 30 years and operating costs for new assets of $281M over 30 years. 

While the assumptions made in calculating these investment forecasts may be appropriate for use 

in national modelling, it is unclear how appropriate it is for any individual Council such as Wairoa. 

Detailed review or analysis of the WICS modelling and analysis was outside the scope of this 

review. This review considers the model inputs and assumptions only.  Commentary on the extent 

of enhancement investment required to meet increased regulatory requirements as a result of the 

three waters reform is also outside the scope of this review. It is recommended that further 

information be sought from DIA on the assumptions made in determining forecast enhancement 

investment. 

Forecast cost comparison 

The LTP forecasts for renewals are reasonably well aligned with the WICS analysis outcomes, which 

were based on modelled economic depreciation using RFI valuation data. The LTP forecasts for 

renewals are potentially low for years 2031-2051, when compared with depreciation rates. 

However, this is primarily because nearly 80% of the assets (by value) are long life pipeline assets, 

which have expected lives of 60 – 100 years. Above ground assets have expected lives of 25 – 80 

years, so will need renewal sooner. 

The forecasts for enhancement and growth investment is where the key differences between the 

WICS analysis forecasts and LTP forecasts lie. Some enhancement of WDC’s three waters network 

over the next 30 years is expected due to increased regulatory requirements and potential for 

servicing currently un-serviced areas. While it is out of the scope of this review to comment on the 

extent of required enhancement, the WICS analysis has produced enhancement investment 30-

year forecasts more than 15 times the LTP capital investment 30-year forecasts.  

The LTP forecasts enhancement investment of $38M over 30 years. WICS analysis has resulted in 

an estimated enhancement investment of $650M (including inflation). This value is also five times 

the maximum existing asset portfolio value of $130M. 

While some enhancements are expected when existing assets are replaced (i.e. replacement of 

assets with a better standard than existing), many assets will be able to be replaced without 

enhancement (e.g. below ground assets).  
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1 Introduction 

This report provides a review of data submitted to the Department of Internal Affairs (DIA) in 

response to their Request for Information (RFI)1 for the Three Waters (water supply, wastewater and 

stormwater) Reform Programme. 

1.1 Background 

In late October 2020, the DIA released its RFI2 seeking information from local authorities to 

support detailed modelling and analysis for the Three Waters Reform Programme. The RFI data 

collection process was undertaken between November 2020 and February 2021. The RFI data was 

subsequently used in Water Industry Commission of Scotland’s (WICS) modelling and analysis, 

which was reported on in June 20213. 

The WDC team were assisted by Morrison Low in putting together the relevant information 

required by DIA. Whilst the RFI data set submitted was comprehensive, there were some gaps in 

data available at the time and assumptions were made to address these gaps. One of the key 

issues leading to assumptions being made, was the timing of the RFI data request ahead of WDC 

finalising their 2021 – 2031 Long Term Plan (LTP). 

WDC has recently adopted their 2021 – 2031 LTP, and as such have requested WSP to complete a 

review of the RFI data submitted by WDC for alignment with the adopted plan. 

WDC has also requested that WSP provide a high-level desktop review of Water Industry 

Commission of Scotland’s (WICS) analysis inputs and assumptions, and outputs reported by DIA on 

in June 2021. 

1.2 Scope of work 

The scope of this project is to complete a high-level desktop review of the RFI data WDC 

submitted to DIA for the Three Waters reform, including: 

• Review of RFI data submitted, both asset and financial based, against WDC planning

documents subsequently finalised for the 2021 – 2051 period. This includes the Three Waters

Activity Management Plan (AMP), LTP and 30-year Infrastructure Strategy (Section 5 of the

LTP).

• Review of assumptions made by WDC team in compiling RFI asset and financial data,

including a review of special factors submitted as part of the RFI.

• A high-level review of the DIA projections and comparison of WDC forecast costs (operating,

maintenance and capital expenditure forecasts) for the next 30-year period.

This report summarises our findings from the review and has been produced for discussion 

purposes only. 

1.3 Exclusions 

The scope of this report does not cover the following: 

• Detailed review of WDC financial accounts against RFI data submissions. Financial

information has only been reviewed against available financial forecasting in the LTP

(including Infrastructure Strategy) and AMP.

1 https://www.dia.govt.nz/Three-Waters-Reform-RfI 
2 Te Tari Taiwhenua - Internal Affairs. Three Waters Reform Programme – Request for Information Guidance 
Document, 23 October 2020 
3 Water Industry Commission for Scotland. Wairoa District Council: the use and analysis of the RFI 
information and other benchmarks (Wairoa Slide Pack – WICS Report). 
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• Review of detailed analysis processes completed by the Water Industry Commission for 

Scotland (WICS). This report only focuses on comparison of key input data and assumptions 

used by WICS for modelling purposes.  
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2 RFI data submitted 

2.1 Provision of more detailed information by selected local authorities  

WDC was selected to form the representative sample of councils for Provision of more detailed 

information by selected local authorities4. As such, WDC completed the Response Template 

Workbook 1. 

Data submitted was for the following years: 

• Report year -1: 30/06/2019 

• Report year: 30/06/2020 

• Report year +1: 30/06/2021 (Forecast) 

2.2 RFI structure & inclusions 

WDC’s Community Assets and Services team and Finance team submitted information as part of 

DIA’s RFI5 as shown in Table 1. 

Table 1: RFI data structure and inclusions 

RefRefRefRef    SectionSectionSectionSection    PurposePurposePurposePurpose    DescriptionDescriptionDescriptionDescription    

AAAAAAAA    Qualitative Analysis of commercial and charging 

arrangements, including asset 

management, financing, and service 

delivery. 

Analysis of current arrangements for 

funding, managing, and delivering 

stormwater systems. 

• Pricing 

• Commercial contracts 

• Financing 

• Stormwater management 

• Infrastructure strategy 

• Land and asset valuations 

• Consents 

AAAA    Base information Analysis of factors that could affect 

operating costs and future growth 

investment. 

• Properties and population served 

• Water volumes and losses 

• Wastewater and storm water 
volumes and loads 

BBBB    Levels of service Analysis of factors that impact on 

current levels of service and the 

scope for greater efficiency 

• Water availability 

• Pressure and interruptions 

• Wastewater flooding 

• Customer contact 

• Security of supply 

CCCC    Quality and 
environment 
outputs 

Analysis of factors that impact on 

current levels of service and the 

scope for greater efficiency 

• Water quality compliance 

• Wastewater compliance 

EEEE    Operating costs 
and efficiency 

Analysis of factors that impact on 

cost effectiveness and the scope for 

greater efficiency 

• Activity based costing for the 
water, wastewater, & stormwater 

• Information on the drivers of 
operating costs 

FFFF    Current and 
forecast financial 
information 

Analysis to enable economic and 

financial modelling, and to 

understand potential commercial 

positions of the new entities. 

• Profit and loss 

• Balance sheet 

• Cash flow statement 

• Analysis of revenue 

• Analysis of borrowing 

GGGG    Investment plan Analysis of current levels of 

investment and the renewals 

backlog. 

• Investment expenditure 

• Investment plan 

 
4 10. to 15. (pp 5-6) and Appendix 2 
5 Table 1: RFI Response Template Information requested (pp 4-5)  
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RefRefRefRef    SectionSectionSectionSection    PurposePurposePurposePurpose    DescriptionDescriptionDescriptionDescription    

JJJJ    Asset replacement To test the estimates for economic 

depreciation. 
• Replacement cost by asset type 

• Expected asset lives by asset type 

2.3 Confidence grades 

Confidence grades were used as 

part of the RFI process to provide 

an indication from councils of 

the overall confidence and 

accuracy of the data they have 

provided through the RFI. The 

confidence grades were a 

combination of Reliability Bands 

and Accuracy Bands shown in 

Figure 1. 

For each individual piece of RFI 

data submitted, WDC staff 

selected a confidence grading. 

The confidence gradings 

submitted by WDC are 

summarised in Figure 2. This 

shows the reliability of majority of data was rated as A or B, data being sound records, but with 

minor shortcomings. The accuracy of data was generally rated as 1 to 3, being within ±10%. Some 

data accuracy was rated X, generally because of values being zero or small numbers. 

 

Figure 2: WDC confidence gradings for RFI data submitted 

The reliability ratings provided by WDC staff are generally considered appropriate. Where 

necessary, WDC staff have rated reliability lower with some C and D ratings, generally 

accompanied by clear description of assumptions made.  

In terms of accuracy, WDC staff have generally rated data for the near term (i.e. years 2019 – 2031) 

appropriately at ±10%. Data for years 2031 to 2051 was generally rated to an accuracy of 3 or 4, 

however an accuracy of 4 (±25%) or lower is probably more appropriate for years 2031 to 2051 of 

the RFI data submission. Where WDC staff have rated data with a lower accuracy of 5 or 6 (e.g. 

Annual average non-resident connected population rated D6), this has generally been 

accompanied by clear description of assumptions made. 

2.4 Comparison of RFI data with WDC planning documents 

The RFI data submitted, both asset and financial based, has been reviewed against WDC planning 

documents including: 

Figure 1: RFI confidence gradings 
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• Three Waters Activity Management Plan (AMP) 2021 – 2031

• Long Term Plan (LTP) 2021 – 2031

• Infrastructure Strategy 2021 – 2051 (Section 5 of LTP)

Since data was submitted for the RFI on 26 January 2021, details in the above planning documents 

have been finalised. This particularly impacts on the Report year +1: 30/06/2021 (Forecast) and any 

subsequent years’ forecasts. Table 2 provides a summary of key differences that could potentially 

impact on WICS’s analysis. A detailed summary of differences within each worksheet is included in 

Appendix A. 

Table 2: Key differences between RFI data submitted and WDC planning documents 

RefRefRefRef    SectionSectionSectionSection    Key Key Key Key ddddifferencesifferencesifferencesifferences    betweenbetweenbetweenbetween    RFI data submitted RFI data submitted RFI data submitted RFI data submitted andandandand    WDC’s finalised WDC’s finalised WDC’s finalised WDC’s finalised 
LTP / AMPLTP / AMPLTP / AMPLTP / AMP    

Possible Possible Possible Possible 
iiiimpact on DIA mpact on DIA mpact on DIA mpact on DIA 
analysisanalysisanalysisanalysis    

AAAAAAAA    Qualitative AA1: CommercialAA1: CommercialAA1: CommercialAA1: Commercial    Arrangements:Arrangements:Arrangements:Arrangements: The RFI submission shows total 
borrowings for the local authority as a whole of $9 million (AA1.8). 
The LTP outlines that at 1 July 2021 Council’s total external 
borrowing is expected to be $14.5 million. 

Minor 

(used for 
starting debt 
position only) 

AAAA    Base 
information 

A2: Water Volumes: A2: Water Volumes: A2: Water Volumes: A2: Water Volumes: The results from the recent Wairoa Water 
Loss Assessment (dated 26 July 2021) show that there has been 
an improvement in water leakage since the last assessment 
completed in August 2020, with water losses reducing from 
247l/connection/day to 175l/connection/day. This in turn has 
impacted the total potable water delivered to properties, which 
has also reduced from the RFI data submitted.    

Minor  

(does not 
appear to be 
key input into 
WICS model) 

CCCC    Quality and 
environment 
outputs 

C7: C7: C7: C7: Water Quality Water Quality Water Quality Water Quality ––––    WaterWaterWaterWater    Mains ActivitiesMains ActivitiesMains ActivitiesMains Activities: : : : C7.3: The RFI required 
the annual average length of mains to be replaced to be 
reported.    RFI data included    2021 length from 2018 LTP (0.46km). 
For the 2021-2031 LTP the annual average replacement length is 
approx. 2.5km/year. 

C8: Wastewater Quality C8: Wastewater Quality C8: Wastewater Quality C8: Wastewater Quality ----    Sewer Activities:Sewer Activities:Sewer Activities:Sewer Activities: C8.3 &C8.4: The RFI 
required the annual average length of mains to be replaced to 
be reported.    RFI data included    2021 length from 2018 LTP 
(6.75km). For the 2021-2031 LTP the annual average replacement 
length is approx. 1.0km/year. 

Minor  

(does not 
appear to be 
key input into 
WICS model) 

C8b: Stormwater Quality C8b: Stormwater Quality C8b: Stormwater Quality C8b: Stormwater Quality ----    Stormwater Only Sewer Stormwater Only Sewer Stormwater Only Sewer Stormwater Only Sewer Activities:Activities:Activities:Activities: 
C8.3b: The RFI required the annual average length of mains to be 
replaced to be reported.    RFI data included    2021 length from 2018 
LTP (1.2km). For the 2021-2031 LTP the annual average 
replacement length is approx. 0.3km/year.  

FFFF    Current and 
forecast 
financial 
information 

10-year financials in the RFI data were uninflated, so not directly
comparable with LTP / AMP. However, inflating RFI data using
DIA inflation rate of 2.2%, generally brings closer alignment
between RFI data and LTP / AMP, though RFI data are generally
lower. Specifics include:

F1: Revenue & Expenditure: F1: Revenue & Expenditure: F1: Revenue & Expenditure: F1: Revenue & Expenditure: Net surplus appears low over 10-year
period.

F2: Balance Sheet:F2: Balance Sheet:F2: Balance Sheet:F2: Balance Sheet: Net assets lower than LTP. 

F8 to F8c: Depreciation forecastsF8 to F8c: Depreciation forecastsF8 to F8c: Depreciation forecastsF8 to F8c: Depreciation forecasts appear to be higher than LTP. 

F9: Fixed assets valueF9: Fixed assets valueF9: Fixed assets valueF9: Fixed assets value appears to be low and may not include all 
assets as defined in the RFI guidelines. 

Minor 

(does not 
appear to be 
key input into 
WICS model) 

GGGG    Investment 
plan 

G1: Investment plan summary:G1: Investment plan summary:G1: Investment plan summary:G1: Investment plan summary: RFI data shows capital investment 
approximately double that planned in the LTP / AMP.  For both 
enhancement (LOS improvements) capital expenditure and 
renewals capital expenditure. Further details included below. 

Moderate 

(may influence 
WICS model 

inputs) 
G2: Project Analysis G2: Project Analysis G2: Project Analysis G2: Project Analysis ----    Water:Water:Water:Water: RFI total capital project of $41M (no 
inflation) over 30 years, is significantly higher than the $22.9M 
(with inflation) in the LTP. The RFI data includes $18.7M 
unspecified Waster Infrastructure Upgrades, and it is unclear 
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RefRefRefRef    SectionSectionSectionSection    Key Key Key Key ddddifferencesifferencesifferencesifferences    betweenbetweenbetweenbetween    RFI data submitted RFI data submitted RFI data submitted RFI data submitted andandandand    WDC’s finalised WDC’s finalised WDC’s finalised WDC’s finalised 
LTP / AMPLTP / AMPLTP / AMPLTP / AMP    

Possible Possible Possible Possible 
iiiimpact on DIA mpact on DIA mpact on DIA mpact on DIA 
analysisanalysisanalysisanalysis    

what this covers. Without this, the planned investment aligns 
with the LTP. 

G3: G3: G3: G3: Project Analysis Project Analysis Project Analysis Project Analysis ––––    Wastewater: Wastewater: Wastewater: Wastewater: RFI total capital project 

expenditure of $112.7M (no inflation) over 30 years, is significantly 

higher than $51.1M (with inflation) in the LTP. The RFI data 

includes $11.8M for wastewater LOS investment projects and 

$63.1M for WWTP upgrade. Without these, the planned 

investment aligns with the LTP.    

G4: G4: G4: G4: Project Analysis Project Analysis Project Analysis Project Analysis ––––    Stormwater: Stormwater: Stormwater: Stormwater: RFI total capital project 

expenditure of $16.2M over 30 years, is significantly higher than 

$7.0M (with inflation) in the LTP. The RFI data includes $8.5M for 

H&S upgrades for SW drains. Without this, the planned 

investment aligns closer to the LTP.    

While there are a number of differences between the RFI data and the LTP and AMP, the key 

differences are not featured as significant inputs or assumptions in the WICS analysis of costs for 

individual councils.  

2.5 General assumptions 

Inflation 

The RFI data submitted by WDC included all real figures with no inflation applied. The LTP and 

AMP included inflation in forecast financials as detailed in Table 3. This meant direct comparison 

was not able to be made. In reviewing financials, we have made approximate inflation 

adjustments to RFI data to assess alignment. 

Table 3: Local government cost adjustors, BERL mid-scenario, % change on year earlier 

Year to 30 JuneYear to 30 JuneYear to 30 JuneYear to 30 June    Water & EnvironmentWater & EnvironmentWater & EnvironmentWater & Environment    

2022202220222022 6.0 

2023202320232023    3.5 

2024202420242024    2.6 

2025202520252025    2.7 

2026202620262026    2.9 

2027202720272027    2.8 

2028202820282028    3.2 

2029202920292029    3.3 

2030203020302030    3.4 

2031203120312031    3.1 

20202020----year average %p.a.year average %p.a.year average %p.a.year average %p.a.    2.52.52.52.5    

Special factors 

Subsequent to the delivery of RFI information, WDC were requested (Water Industry Commission 

of Scotland (WICS) email dated 20 March 2021) to provide further information on any special 

factors (or unique characteristics) in three waters service delivery for Wairoa. This was also to 

include their materiality on costs (with the regulatory precedent of 5-10% of operating 

expenditure) and quantify the impact.  

Table 4 shows the special factors information submitted by WDC on 23 March 2021. The team was 

not able to quantify the financial impact of these due to time constraints, although some of these 

factors were already included for in the RFI data submitted as indicted.  
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Table 4: Special factors submitted by WDC staff 

Special FactorSpecial FactorSpecial FactorSpecial Factor    DescriptionDescriptionDescriptionDescription    RFI InclusionsRFI InclusionsRFI InclusionsRFI Inclusions    

Asset RegisterAsset RegisterAsset RegisterAsset Register    Don’t maintain a full componentised asset register  Allowed for in RFI data 
confidence gradings 

Asset RegisterAsset RegisterAsset RegisterAsset Register    Lack of maintenance cost data Allowed for in RFI data 
confidence gradings 

High seasonal High seasonal High seasonal High seasonal 
populationpopulationpopulationpopulation    

During the summer period the Opoutama 
wastewater plant experiences shock loading, 
resulting in increased pump blockages, more 
callouts 

Allowed for in RFI Table A3; 
Line A3.59 and Table E7: 
Line E7.1 

High seasonal High seasonal High seasonal High seasonal 
populationpopulationpopulationpopulation    

Mahanga Beach - high population in summer, run 
out of water.  Contractors and water carts are then 
required. 

This is not reflected in the 
RFI data, which indicates 
that none of the population 
is affected by water 
restrictions. Table B1; Line 
B1.7 

ConsumptionConsumptionConsumptionConsumption    ////    NonNonNonNon----
Revenue WaterRevenue WaterRevenue WaterRevenue Water    

Less than 10% of properties are metered Reflected in RFI Table A1. 

Fuel costsFuel costsFuel costsFuel costs    Fuel costs are higher in Wairoa than bigger centres  

CommunicationsCommunicationsCommunicationsCommunications    Communications failures – results in call outs etc 
from Gisborne and Fulton Hogan staff 

 

Remoteness of Remoteness of Remoteness of Remoteness of 
schemesschemesschemesschemes    

Travel required to maintain/repair in the more 
remote areas 

 

StaffingStaffingStaffingStaffing    Suitably qualified internal staff – more reliance on 
consultants in more specialised areas e.g. Geotech, 
Wastewater Treatment Plant Operators etc 

 

Development Development Development Development 
ContributionsContributionsContributionsContributions    

No requirement for development contributions Reflected in RFI Table F1; 
Line F1.5. 

Suitably qualified Suitably qualified Suitably qualified Suitably qualified 
contractorscontractorscontractorscontractors    

Fulton Hogan is a major contractor in NZ however 
local staff are not suitably skilled, require a lot of 
guidance from WDC staff and FH Gisborne 

 

Asset ManagementAsset ManagementAsset ManagementAsset Management    Historic poor asset management  

Water LossWater LossWater LossWater Loss    High water loss Reflected in RFI Table A2. 

Climate ChangeClimate ChangeClimate ChangeClimate Change    

Compliance CosCompliance CosCompliance CosCompliance Coststststs    

Increased rainfall, increased water turbidity means 
no production of water 

Labs have to come from Gisborne to sample 
wastewater discharge quality for 4 x schemes.  Tuai is 
152km away from Gisborne. 

 

 

It is uncertain how these special factors have been incorporated into WICS’s analysis. The main 

factor which could impact on WICS model inputs is the high seasonal population impacting 

wastewater in Mahia, which has not been allowed for in modelling assumptions. 

2.6 Assessment of RFI data submitted 

Our overall assessment of the RFI data, is that it was fit for purpose in providing an overview of 

Wairoa’s three waters services. The majority of the RFI data submitted aligns with the subsequently 

adopted LTP and AMP. Where there are differences between the two information sets, it appears 

that there would be limited impact on the WICS three waters analysis inputs and assumptions. 
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3 WICS analysis  

3.1 DIA local dashboard 

The DIA has published local dashboards to help councils and their communities understand how 

elements of the three waters system are performing at a glance and the potential opportunities of 

reform for individual councils.  

The local dashboards draw on information that was supplied by councils as part of the RFI. They 

also include information from the Water Industry Commission for Scotland (WICS) and a Deloitte 

report on the potential impacts of reform on the economy and workforce. 

Figure 3 shows WDC’s Local Dashboard, which provides a snapshot of a point in time as at 

February 2021.  

 
Figure 3: WDC local dashboard 

We have reviewed the parameters in Figure 3 against the RFI data submitted as outlined in Table 

2Table 5. It is noted that excluding FTEs (FY20) and Capital Expenditure (FY21 – FY30), the RFI 

information is presented based on FY21. 

Table 5: Local Dashboard Parameters 

Assumption Assumption Assumption Assumption 
typetypetypetype    

ParameterParameterParameterParameter    CommentCommentCommentComment    RFI RFI RFI RFI ddddata ata ata ata wwwworksheet orksheet orksheet orksheet 
rrrrefefefeferenceerenceerenceerence    

Economic GDP Growth From Deloitte ‘Industry Development 
Study & Economic Impact Assessment’ 

Not applicable 

 Employment Growth From Deloitte ‘Industry Development 
Study & Economic Impact Assessment’ 

Not applicable 

Operations Three Waters FTEs OK – Matches RFI data  Table E11; Line E11.4 

 Distribution zones 
reporting determinand 
failures 

OK – Matches RFI data  Table C1; Line C1.4 
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Assumption Assumption Assumption Assumption 
typetypetypetype    

ParameterParameterParameterParameter    CommentCommentCommentComment    RFI RFI RFI RFI ddddata ata ata ata wwwworksheet orksheet orksheet orksheet 
rrrrefefefeferenceerenceerenceerence    

Financial  Average household cost6 FY21 Current: OK – Matches RFI data  

(2020 Revenue of $3.2M x 70%) / 
2,200 households 

Table F10; Line 
F10.62 

  FY51 Reform: Value comes from WICS 
analysis. Modelling produced a range 

of outcomes of $1,015 to $1,8377 

Not applicable 

  FY51 No Reform: $8,690 is a capped 
value, which recognises uncertainty in 
projecting 30-year costs and 
affordability challenges associated with 
meeting costs above this level.  

Using current LTP revenue projected 
FY51 this is estimated to be $3,600. 

(2051 Projected Revenue of $11.3M x 
70%) / 2,200 households 

Not applicable 

 Capital expenditure 
forecast (FY21 – 30) 

OK – Matches RFI data, however some 
changes have been made in the LTP. 
See Table 1 for details. 

Table G1 

 Current investment in 
renewals as a 
percentage of 

depreciation8 

OK – While this calculation does not 
appear to use RFI data, the result does 
align with RFI data.  

Not applicable 

 Debt to Revenue (FY21) Debt: OK – Aligns with RFI data of 
$10.3M for 2021  

Table F3; Line F3.14 

  Revenue: OK – Aligns with RFI data of 
$3.6M for 2021  

Table F10; Line 
F10.62 

  Debt to Revenue: OK – calculated from 
above values 

Calculated 

Performance Operating performance 
assessment band 

Assigned by WICS. Indicative only, not 
to be used as a standalone measure of 
performance. 

Calculated 

Services Total number of billed 
properties 

OK – Matches RFI data  Tables A1. A3, A3b 

 Population affected by 
water restrictions 

OK – Matches RFI data Table B1; Line B1.7 

    Population change 
(summer vs winter) 

Water supply: OK – Matches RFI data. 

Wastewater: Does not allow for Mahia 
summer increases. RFI data shows 
significant population change – 6,139 
winter vs 20,522 summer, attributed to 
increases in campers at Mahia, who 
may not all connect to the WW system.  

Table E7: Line E7.1: Annual average 
non-resident connected population 
shows 10% increase for all WWTPs 
except Mahia, which includes non-
resident connected population of 

Table A1; Line A1.44 

Table A3; Line A3.59 

 
6 Revenue required to fund future investment converted into an average figure per household. Assumes 
households contribute 70% of revenue. These represent the total revenue requirement, averaged over each 
household, to continue investing in our three waters services. Source: 
https://www.dia.govt.nz/diawebsite.nsf/Files/Three-waters-reform-programme/$file/local-dashboard-key-
messages-and-faqs.pdf  
7 Entity C slide pack – WICS report.pdf 
8 Uses the average of reported figures in local authority reports over the last 5 years in relation to both 
renewals investment and accounting depreciation 
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Assumption Assumption Assumption Assumption 
typetypetypetype    

ParameterParameterParameterParameter    CommentCommentCommentComment    RFI RFI RFI RFI ddddata ata ata ata wwwworksheet orksheet orksheet orksheet 
rrrrefefefeferenceerenceerenceerence    

13,881 compared to resident connected 
population of 1,119. 

    Total unplanned 
interruptions 

OK – Matches RFI data  Table B2; Line B2.20 

    Properties affected by 
unplanned interruptions 

OK – Matches RFI data  Table B2; Line B2.24 

 

The dashboard provides a fair representation of the RFI data submitted. Most calculated values 

have also been based on RFI data. However, the FY51 average household costs, which is the 

revenue required to fund future investment converted into an average figure per household, is not 

calculated based on RFI data. A cap of $8,690 has been applied, recognising the uncertainty 

involved in projecting costs over a 30-year period and affordability challenges associated with 

meeting costs above this level. The cap has been set at the 65th percentile of average household 

costs across the country in 20519. 

Using current LTP revenue projected FY51 and the calculation method described in the dashboard 

methodology and assumptions, WDC’s Average Household Cost per Annum (No reform) FY51 is 

estimated to be $3,600. 

3.2 Wairoa specific model inputs and assumptions  

This section provides a high-level review of WICS’s analysis10 data inputs and assumptions reported 

in June 2021, Wairoa District Council: the use and analysis of the RFI information and other Wairoa District Council: the use and analysis of the RFI information and other Wairoa District Council: the use and analysis of the RFI information and other Wairoa District Council: the use and analysis of the RFI information and other 

benchmarksbenchmarksbenchmarksbenchmarks11. Assumptions made during the analysis of Wairoa’s three waters services are 

included in Table 6, with investment costs uninflated.  

Table 6: WICS inputs and assumptions for Wairoa model 

Assumption Assumption Assumption Assumption 
typetypetypetype    

ParameterParameterParameterParameter    Input Input Input Input 
vvvvaluealuealuealue    

SourceSourceSourceSource    WSP WSP WSP WSP ccccommentsommentsommentsomments    

GeneralGeneralGeneralGeneral    Inflation 2.2% Macro-economic 
assumption from DIA's 
commercial and financial 
advisors 

Ok – in line with WDC 
adopted inflation rates in 
the LTP. 

    Capital price 
inflation 

1.0% Source as above – is 
added to general inflation 
to give a total of 3.2% on 
capital expenditure 

 

Starting Starting Starting Starting 
financial financial financial financial 
positionpositionpositionposition    

Revenue $3.2M RFI Table F10; Lines F10.62 
+ F10.70. 

OK – as reported in RFI 
data for 2020, although 
RFI and LTP show 
increased revenue for 
2021 of $3.6M. 

    Opening 
borrowing 

$8.6M RFI Table F3; Line F3.20. LTP outlines that at 1 July 
2021 Council’s total 
external borrowing is 
expected to be $14.5 
million. 

    Operating 
expenditure in 
2019/20 

$4.8M For wastewater and 
stormwater: RFI Table E2 
and E2b; Lines E2.21 - 
E2.18 + E2b.21 - E2b.18. 

For wastewater: While 
based on RFI data (E2.21) 
for 2020, this cost 
included sludge removal 
totalling $0.6M. This is 

 
9 Three Waters Reforms Programme - Local dashboard FAQs 
10 https://www.dia.govt.nz/Three-Waters-Reform-Individual-council-models-and-slidepacks  
11 Wairoa Slide Pack – WICS Report.pdf & Wairoa model – WICS report.xlsx 
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Assumption Assumption Assumption Assumption 
typetypetypetype    

ParameterParameterParameterParameter    Input Input Input Input 
vvvvaluealuealuealue    

SourceSourceSourceSource    WSP WSP WSP WSP ccccommentsommentsommentsomments    

For water: The Funding 
Impact Statement from 
the Council Annual 
Report 2019/20. The 
Annual Report was used 
given that the operating 
expenditure in E1.22 did 
not reconcile to the 
Annual Report. 

higher than future 
operating cost forecasts, 
which spread sludge 
removal costs ($1.4M over 
30 years).  

For water: DIA assumed 
value is approximately 
$0.5M higher than RFI 
data supplied.  

Customer Customer Customer Customer 
base base base base     

Starting connected 
population: water 

4,830 RFI Table A1; Line A1.43 OK 

    Starting connected 
population: 
wastewater 

6,139 RFI Table A3; Line A3.58. OK 

    Annual growth in 
connections 

0.1% RFI Table G1;  

Calculated from 
additional properties 
connected in the year 
(line G1.3b) divided by 
properties served in 
2019/20.  

OK – as reported in RFI 
data, but possibly low. 

    Average water and 
wastewater 
population (A) 

5,485 Calculated as average of 
water and wastewater 
connected populations 

OK 

    Assumed 
household 
occupancy rate (B) 

2.7 Stats NZ  OK 

    Assumed 
connected 
properties in 2020 
(C) 

2,031 Calculated as A divided by 
B 

Slightly lower than RFI 
data for water of 2,140 (RFI 
Table A1; Line A1.41) and 
wastewater of 2,193 (RFI 
Table A3; Line A3.54) 

    Assumed 
connected 
properties in 2051 
(D) 

2,088 Calculated from C and 
annual growth in 
connections. 

As above 

Asset valuesAsset valuesAsset valuesAsset values    Asset values $93.1 – 
$111.7M 

RFI Table J1;  

Sum of lines J1.1 to J1.30 
(columns I for low and 
column J for high). 

OK – appropriate 
envelope based on ORC 
value below. 

    Optimised 
replacement cost 
(ORC) 

$102.4M Calculated from above OK – aligns with total ORC 
of $103.8M from June 
2020 valuations. 

    Cumulative 
depreciation (CD) 

$51.2M Assumption OK – aligns with total CD 
of $58.4M from June 2020 
valuations (i.e. on average 
assets just over halfway 
through their useful life). 

    Modelled 
economic 
depreciation  

$1.44M/pa Calculated based on asset 
lives and asset valuation. 

OK – aligns with total 
Annual Deprecation of 
$1.3M from June 2020 
valuations. 

Investment Investment Investment Investment     Growth investment 
(for 30 years) 

$1.5M RFI Table G1; Line G1.3 for 
2022-31 

OK 

    Modelled 
enhancement 

$793.4 – 
904.3M 

Based on disaggregated 
modelling of Council 
specific information 

This is for LOS 
improvements and is 
significantly higher than 
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Assumption Assumption Assumption Assumption 
typetypetypetype    

ParameterParameterParameterParameter    Input Input Input Input 
vvvvaluealuealuealue    

SourceSourceSourceSource    WSP WSP WSP WSP ccccommentsommentsommentsomments    

investment (for 30 
years) 

LTP 30-year enhancement 
investment of $37.8M. 

    Growth & 
enhancement 
investment (for 30 
years) 

$383.9M Capped based on $70k 
per connected citizen, 
consistent with 
investment per 
connected citizen in the 
most rural Council areas 
in Scotland (i.e. 5,485 
connected population x 
$70k/person) 

Significantly higher than 
LTP 30-year growth & 
enhancement investment 
of $37.8M. 

    Annual 
enhancement & 
growth 
expenditure 

$12.8M/pa Above 30-year investment 
annualised 

Significantly higher than 
LTP 30-year growth & 
enhancement investment 
of $1.3M. 

    Annual capital 
maintenance 

$1.44M/pa From modelled economic 
depreciation  

When inflated this is 70% 
higher than LTP 30-year 
renewals expenditure of 
$42.8M (or $1.4M/pa)  

    New operating 
expenditure (as % 
of enhancement & 
growth 
investment) 

3% High end of the range 
observed in Great Britain 

As the model produces 
significant enhancement 
& growth investment, the 
additional operating 
expenditure will also be 
high.  

 

This review of WICS’s analysis data inputs and assumptions reported in June 2021, shows clear 

alignment with the RFI data. However, a number of inputs and assumptions have been calculated 

based on other information. 

WICS have produced a high-level model based on broad parameters. For enhancement 

investment forecasts, this model tested the sensitivity of a complex set of assumptions and factors, 

to provide a range of enhancement investment outcomes. The enhancement investment was 

then capped, with the key assumption being the Cap for investment per connected citizen of 

$70k. This is based on investment per connected citizen in the most rural Council areas in 

Scotland. The resulting enhancement investment for the 30-year period 2021 – 2051 is $384M 

(increasing to $650M when inflation is applied).  

The model also allows for depreciation of the new assets created through enhancement 

investment of $278M over 30 years and operating costs for new assets of $281M over 30 years. 

While the assumptions made in calculating these investment forecasts may be appropriate for use 

in national modelling, it is unclear how appropriate it is for any individual Council such as Wairoa. 

Detailed review or analysis of the WICS modelling and analysis was outside the scope of this 

review. This review considers the model inputs and assumptions only.  Commentary on the extent 

of enhancement investment required to meet increased regulatory requirements as a result of the 

three waters reform is also outside the scope of this review. It is recommended that further 

information be sought from DIA on the assumptions made in determining forecast enhancement 

investment. 
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4 Forecast cost comparison 

4.1 WICS analysis cost forecasts 

30-year capital investment forecast 

The resulting capital investment forecast (including inflation) from the WICS analysis is included in 

Table 7. Note that additional to the annual capital investment expenditure in Table 6, the WICS 

analysis includes cumulative depreciation on new assets (from enhancement and growth 

investment).  

Table 7: WICS analysis forecast for Wairoa – Capital investment 

Capital investmentCapital investmentCapital investmentCapital investment    30303030----yyyyear ear ear ear ttttotal otal otal otal ccccost ost ost ost 
(including inflation)(including inflation)(including inflation)(including inflation)    

Capital maintenance / asset replacement (based on modelled economic 
depreciation for existing assets) 

$73.0M 

Enhancement and growth capital expenditure $650.1M 

Cumulative economic depreciation on new assets  $277.7M 

Total InvestmentTotal InvestmentTotal InvestmentTotal Investment    $$$$999.8M999.8M999.8M999.8M    

30-year operating costs forecast 

In terms of operating costs, this consists of both base operating costs and new operating 

expenditure for new assets as shown in Table 8. The new operating costs are for new assets 

installed as part of the enhancement and growth investment. 

Table 8: WICS analysis forecast for Wairoa – Operating costs 

Operating costsOperating costsOperating costsOperating costs    Basis for calculationBasis for calculationBasis for calculationBasis for calculation    30303030----yyyyear ear ear ear ttttotal otal otal otal ccccost ost ost ost 
(including inflation)(including inflation)(including inflation)(including inflation)    

Base operating costs  For existing assets – Uses the 2019/2020 WDC 
operating expenditure of $4.8M from Table 6 as 
the starting point and adds inflation 

$209.8M 

New operating costs  For new assets – 3% of Enhancement and 
growth capital expenditure 

$281.2M 

Total Operating CostsTotal Operating CostsTotal Operating CostsTotal Operating Costs        $491.0M$491.0M$491.0M$491.0M    

4.2 WDC LTP cost forecasts 

30-year capital investment forecast 

Capital investment forecasts included in WDC’s Infrastructure Strategy (LTP Section 5) for three 

waters are summarised in Table 9. 

Table 9: 30-year Infrastructure Strategy financial forecast – capital investment  

Capital investmentCapital investmentCapital investmentCapital investment    Water supplyWater supplyWater supplyWater supply    
30303030----yyyyear ear ear ear 
fffforecastorecastorecastorecast    

WastewaterWastewaterWastewaterWastewater    
30303030----yyyyear ear ear ear 
fffforecastorecastorecastorecast    

StormwatStormwatStormwatStormwaterererer    
30303030----yyyyear ear ear ear 
fffforecastorecastorecastorecast    

30303030----yyyyear ear ear ear ttttotal otal otal otal 
ccccost (including ost (including ost (including ost (including 

inflation)inflation)inflation)inflation)    

Capital maintenance / asset 
replacement 

$20.9M $20.5M $1.3M $42.8M 

Enhancement and growth capital 
expenditure 

$2.0M $30.6M $5.3M $37.8M 

Total InvestmentTotal InvestmentTotal InvestmentTotal Investment    $22.9M$22.9M$22.9M$22.9M    $51.1M$51.1M$51.1M$51.1M    $6.6M$6.6M$6.6M$6.6M    $$$$80.680.680.680.6MMMM    
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Renewals capital expenditureRenewals capital expenditureRenewals capital expenditureRenewals capital expenditure forecasts for the 10-year period 2021 – 2031 are considered to be 

reasonably certain to ±10%, with the caveat that changes to compliance requirements as a result 

on consent renewals and Three Waters Reform have an unknown impact on costs.  

Investment for Years 2031 to 2051 are less certain and may be ±25% on expenditure forecasts. 

When reviewing renewals investment for this period against depreciation, the Infrastructure 

Strategy shows a possible underinvestment in renewals during this period. 

Enhancement capital expenditureEnhancement capital expenditureEnhancement capital expenditureEnhancement capital expenditure forecasts generally allow for Levels of Service improvements to 

above ground assets. Key items for the next 30 years include: 

• Alternative water supply solution 

• Wastewater consent implementation costs 

• Improvements to wastewater disposal for Opoutama / Bluebay 

• Alternative wastewater disposal to land 

• Piping open stormwater drains 

Growth capital expenditureGrowth capital expenditureGrowth capital expenditureGrowth capital expenditure is limited due to low population growth predictions.  

30-year operating cost forecast 

Operating costs forecasts included in WDC’s Infrastructure Strategy (LTP Section 5) for three waters 

are summarised in Table 10. 

Table 10: 30-year Infrastructure Strategy financial forecast – operating costs 

Operating costsOperating costsOperating costsOperating costs    Water supply Water supply Water supply Water supply 
30303030----year year year year 
forecforecforecforecastastastast    

Wastewater Wastewater Wastewater Wastewater 
30303030----year year year year 
forecastforecastforecastforecast    

Stormwater Stormwater Stormwater Stormwater 
30303030----year year year year 
forecastforecastforecastforecast    

30303030----year total year total year total year total 
cost (including cost (including cost (including cost (including 

inflation)inflation)inflation)inflation)    

Operating costs (incl depreciation) $100.4M $113.2M $27.3M $240.9M 

Total Operating CostsTotal Operating CostsTotal Operating CostsTotal Operating Costs    $100.4M$100.4M$100.4M$100.4M    $113.2M$113.2M$113.2M$113.2M    $27.3M$27.3M$27.3M$27.3M    $240.9M$240.9M$240.9M$240.9M    

4.3 WDC asset portfolio value 

Asset values provide a reference point for future capital investment requirements. With the 

Optimised Replacement Cost (ORC) providing an indication of the total cost to replace all three 

waters assets. The AMP summarises the latest asset valuation information for all three waters as 

shown in Table 11.  

Table 11: Three waters asset valuation as at June 2020 

ActivityActivityActivityActivity    Optimised Replacement Optimised Replacement Optimised Replacement Optimised Replacement 
CostCostCostCost    (ORC)(ORC)(ORC)(ORC)    

Depreciated Depreciated Depreciated Depreciated 
Replacement CostReplacement CostReplacement CostReplacement Cost    

(DRC)(DRC)(DRC)(DRC)    

Annual DepreciationAnnual DepreciationAnnual DepreciationAnnual Depreciation    
(AD)(AD)(AD)(AD)    

Water supplyWater supplyWater supplyWater supply    $46.5M $21.2M $0.6M 

WastewaterWastewaterWastewaterWastewater    $32.9M $17.1M $0.4M 

StormwaterStormwaterStormwaterStormwater    $24.3M $7.0M $0.3M 

TotalsTotalsTotalsTotals    $103$103$103$103.8M.8M.8M.8M    $45$45$45$45.3M.3M.3M.3M    $1$1$1$1.3M.3M.3M.3M    

 

The confidence ratings assigned to source data used in this valuation varies from reliable to 

uncertain, with an accuracy of up to ±25%. This would result in a potential ORC range of $78M to 

$130M. Therefore, the maximum estimated cost to replace all three waters assets may be up to 

$130M. 

The valuation covers both below ground pipeline assets and above ground assets, including 

treatment plants, reservoirs, pump stations etc. Based on ORC, pipelines (and associated point 

assets such as values etc) make up 78% ($81.3M) of the total value of three waters assets. These 

assets are generally considered to be long life assets. The replacement costs for these assets is 
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based on replacement with modern equivalent products, which would meet compliance 

requirements, therefore would not generally require enhancement (LOS improvement) 

investment. 

Future enhancement investment would be focussed on above ground assets, which have an ORC 

of $22.5M. Given the confidence rating of valuation data generally being uncertain for these assets, 

this ORC could increase by 25% to $28.1M. These assets are generally considered to be short to 

medium life assets and may require replacement (renewal) during the 30-year investment period, 

2021 – 2051. Enhancement investment above the ORC may be required to ensure new assets meet 

the new regulatory requirements. 

4.4 Summary 

The LTP forecasts for renewals are reasonably well aligned with the WICS analysis outcomes, which 

were based on modelled economic depreciation using RFI valuation data. The LTP forecasts for 

renewals are potentially low for years 2031-2051, when compared with depreciation rates. 

However, this is primarily because nearly 80% of the assets (by value) are long life pipeline assets, 

which have expected lives of 60 – 100 years. Above ground assets have expected lives of 25 – 80 

years, so will need renewal sooner. 

The forecasts for enhancement and growth investment is where the key differences between the 

WICS analysis forecasts and LTP forecasts lie. Some enhancement of WDC’s three waters network 

over the next 30 years is expected due to increased regulatory requirements and potential for 

servicing currently un-serviced areas. While it is out of the scope of this review to comment on the 

extent of required enhancement, the WICS analysis has produced enhancement investment 30-

year forecasts more than 15 times the LTP capital investment 30-year forecasts.  

The LTP forecasts enhancement investment of $38M over 30 years. WICS analysis has resulted in 

an estimated enhancement investment of $650M (including inflation). This value is also five times 

the maximum existing asset portfolio value of $130M. 

While some enhancements are expected when existing assets are replaced (i.e. replacement of 

assets with a better standard than existing), many assets will be able to be replaced without 

enhancement (e.g. below ground assets).  

The high enhancement and growth investment outcome from WICS analysis, has also led to 

increased depreciation costs on new assets of $278M over 30 years, and increased operating costs 

for new assets of $281M. The LTP allows for depreciation on new assets and for some additional 

operating costs to align with indicated additional future compliance requirements, but as the 

enhancement investment forecast is much lower these costs are considerably less.  

 



 
 

 

Appendix A: Detailed comparison of RFI data with 

WDC planning documents  



 
 

 

 

RefRefRefRef    SectionSectionSectionSection    WSWSWSWS    SectionSectionSectionSection    General commentsGeneral commentsGeneral commentsGeneral comments    Comparison with LTPComparison with LTPComparison with LTPComparison with LTP    / AMP/ AMP/ AMP/ AMP    

AAAAAAAA    Qualitative AA1 Commercial Arrangements AA1.8 (for LA as a whole) - total borrowings $9 million on 
fixed rate terms with a maturities 1 to 5 years. 

LTP outlines that at 1 July 2021 Council’s total external 
borrowing is expected to be $14.5 million and by 
2030/31 gross debt is forecast to be $42 million. 

     AA2 Land Assets, Water, 
Wastewater and 
Stormwater Assets & 
Liabilities 

AA2.35 & AA2.38: summary description and number of 
designations are based on District Plan designations and 
don’t include the following key water and wastewater 
infrastructure:  

• Water supply – Mahanga supply, 7x reservoirs, pump 
station 

• Wastewater – Mahia & Opoutama WWTPs, pump 
stations 

AMP includes details of all major components of the 
Water, Wastewater and Stormwater systems. 

AAAA    Base 
information 

A1 Properties & Population - 
Water 

RFI data based on Wairoa Water Loss Assessment 2020. 

Comparison with Wairoa Water Loss Assessment (WWLA) 
2021, completed by WSP (dated 26/07/2021): 

A1.39: Total connected properties: RFI data matches 
WWLA. However, breakdowns of metered and un-metered 
connections have changed, with less metered properties 
reported in the 2021 WWLA. 

Aligns with AMP 

     A2  Water Volumes 2021 WWLA shows an improvement in leakage. Impact on 
RFI data is summarised below: 

A2.2, A2.6 & 2.22: Water losses have reduced from 
247l/connection/day to 175l/connection/day. Note that 
WWLA does not distinguish loss between 
measures/unmeasured or household/non-household. 

A2.25: Total potable water delivered to properties: RFI 4,163 
m3/d has reduced to 3,942 m3/d using WWLA 

A2.29: Losses (m3/km of mains/day): RFI 0.44695 (7.0 
m3/km of mains/day) has reduced in WWLA to 0.31925 
(5.0m3/km of mains/day) 

A2.31: Distribution input: RFI 4,725m3/d has reduced a 
small amount to 4,644 m3/d using WWLA water supply 
input. 

A2.37: Leakage target of 40%. 

LTP / AMP Leakage targets show decreased targets of 
35% for 2022, 32% for 2023 and 30% for 2024. 

     A3 Properties & Population - 
Wastewater 

A3.58 & A3.59: Significant increase in summer loading 
reported – 6,139 winter population vs 20,522 summer 
population, attributed to increases in campers at Mahia. It 
is noted that not all visitors will connect to the WW system, 
and an appropriate confidence grading of D6 has been 
assigned.  

The RFI data provided has not been based on occupancy 
rates as suggested in the RFI guidelines. 

AMP connections figures align. Summer increased 
loading generally discussed in plans, but no specific 
numbers. 
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     A3b Properties & Population - 
Stormwater 

No issues Aligns with AMP 

     A4  Wastewater volumes & 
loading 

A4.36: Number of sea outfalls stipulated as 2, but 
comment states that there are no sea outfalls and 
discharge is to land.  

DIA RFI requirements shows this should have been 
included in A4.37 Number of Other Outfalls.  

AMP shows no WWTP having sea outfalls. 

       A4.49: Shows 100% sludge removal to landfill in 2021, but 
A4.53 shows total wastewater sludge disposal for 2021 of 0. 
Comment “geobags on site for dewatering”. 

AMP allows for sludge removal to landfill.  

BBBB    Levels of 
service 

B1  Water availability No issues Aligns with AMP 

     B1a Water availability B1.4a: Total winter population showing as declining over 
three years reported, siting the AMP and Stats NZ as key 
sources. This probably doesn’t reflect reality for short term 
population trend. 

AMP points out that while Statistics NZ 2043 
population projections show general population 
decline, recent population data shows growth for 
Wairoa and it is expected that Wairoa’s population will 
remain relatively static over the next 10 years. 

     B2 Pressure & interruptions Unable to comment LTP / AMP do not include unplanned interruptions as a 
performance measure 

     B3 Wastewater Flooding Inside 
a Property 

Unable to comment Not reported 

     B3a Wastewater Flooding 
outside of the customer's 
property  

Unable to comment Not reported 

     B3b Stormwater Flooding Inside 
a Property 

B3b.1: Number of properties with habitable floors flooded 
shown as 6 for 2019, 2020 and 2021.  

AMP performance measure reporting shows 0 
habitable floors reported as flooded for 2019/20. 

     B3c Stormwater Flooding 
outside of the customer's 
property 

B3c.5: Total number of external flooding events reported 
as 7 for 2020. 

AMP performance measure reporting shows 12 
flooding events reported for 2019/20. Difference may 
be because AMP includes whole district, rather than 
stormwater areas as reported in RFI data. 

     B4 Customer Care - Enquiries Unable to comment Not reported 

     B5 Customer Care - 
Complaints 

Unable to comment LTP / AMP performance measured by complaints per 
1000 connections, so not directly comparable 

     B6 Customer Care - Other B6.2: Three Waters related calls as a percentage of all calls 
received by the Local Authority reported as 0%. Unlikely 
this is the case. 

Not reported 

     B8 Other Service Indicators - 
Water, Wastewater and 
Stormwater 

Unable to comment Not reported. Dealt with through maintenance 
contract. 
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CCCC    Quality and 
environment 
outputs 

C1 Water Quality - Compliance No issues Aligns 

     C2 Water Quality Outputs - 
Asset Performance 

Unable to comment Not reported 

     C3 Water Enhancement Unable to comment Not reported 

     C4 Wastewater Quality - 
Compliance 

No issues Aligns 

     C5 Wastewater Quality - Asset 
Performance 

Unable to comment Not reported 

     C6 Wastewater Quality – 
Enhancement investment 

No issues Aligns 

     C7 Water Quality - Water Mains 
Activities 

C7.3: 2021 forecast reported as programmed at the time of 
RFI submission (0.46km). However, RFI guidelines required 
that the total length of mains to be replaced be reported 
using the annual average across all years in the LTP. 

LTP / AMP includes pipeline renewals over 10-year 
period totalling approx. $7.5M, equating to an annual 
average replacement length of approx. 2.5km. 

     C8 Wastewater Quality - Sewer 
Activities 

C8.3 & C8.4: 2021 forecast reported as programmed at the 
time of RFI submission (6.75km). However, RFI guidelines 
required that the total length of mains to be replaced be 
reported using the annual average across all years in the 
LTP. 

LTP / AMP includes pipeline renewals over 10-year 
period totalling approx. $2M, equating to an annual 
average replacement length of approx. 1km. 

     C8b Stormwater Quality - 
Stormwater Only Sewer 
Activities 

C8.3b: 2021 forecast reported as programmed at the time 
of RFI submission (1.2km). However, RFI guidelines 
required that the total length of mains to be replaced be 
reported using the annual average across all years in the 
LTP. 

LTP / AMP includes limited pipeline renewals over 10-
year period. Key project is Mahia Beach pipes in 2021. 

EEEE    Operating 
costs and 
efficiency 

E1 Activity Based Costing - 
Water Service 

E1.35: Total operating costs of $2.26M for 2020 and $2.14M 
for 2021. 

No forecast provided for years 2022 – 2031. 

Aligns 

     E2 Activity Based Costing - 
Wastewater Service 

E2.34: Total operating costs of $4.26M for 2020 and 
$2.03M for 2021. 

E2.18: Total exceptional items high for 2020 at $1.47M. 
Uncertain what this covers. 

No forecast provided for years 2022 – 2031. 

AMP / LTP operating costs for 2021/22 of $2.1M aligns. 
Higher costs in 2020 due to removal of wastewater 
sludge to landfill $585k and exceptional items $1.47M. 

     E2b Activity Based Costing - 
Stormwater Service 

E2b.34: Total operating costs of $0.47M for 2020 and 
$0.53M for 2021. 

No forecast provided for years 2022 – 2031. 

Aligns 

     E4 Water Resources and 
Treatment 

E4.23: Total distribution input is 13,600m3/d for Wairoa 
WTP is significantly higher than A2.31: Distribution input of 
4,725m3/d. 

AMP includes Wairoa WTP capacity of 13,600m3/day 
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     E5 Large Water Treatment 
Plant Information Database 

Not required for WDC Not Applicable 

     E6 Water Explanatory Factors - 
Distribution 

E6.17: Total number of service reservoirs for Frasertown 
WTP (Wairoa supply) recorded as 16 and 5 reservoirs for 
Tuai. 

AMP only includes 7 reservoirs for Frasertown supply, 
and 3 reservoirs for Tuai, but capacity is equivalent to 
total included in the RFI data. 

 

     E7 Wastewater Explanatory 
Factors - Wastewater 

E7.2: Annual average non- resident connected population 
for Mahia of 13,881. It is noted these are largely campers 
and not necessarily connected to the wastewater system. 

Summer increased loading generally discussed in 
plans, but no specific numbers. 

     E7b Stormwater Explanatory 
Factors 

E7b.2: Annual average non- resident connected 
population reported as 15,000 for Mahia.  

Summer increased loading generally discussed in 
plans, but no specific numbers. 

     E8 Wastewater Explanatory 
Factors - Wastewater 
Treatment Plants 

E8.40: Functional Expenditure of $522,000 should 
reconcile with the functional expenditure reported in the 
Wastewater Treatment column of Table E2, line E2.11, 
according to the guidelines document. However, E2.11 
Functional Expenditure hasn’t been split out for treatment 
plants.  

LTP / AMP do not split expenditure out in this way, so 
not directly comparable. 

     E9 Large Wastewater 
Treatment Plants 
Information Database 

Not required for WDC Not Applicable 

     E10 Wastewater Explanatory 
Factors - Sludge Treatment 
and Disposal 

No issues Aligns 

     E11 Management and General No issues LTP / AMP do not get to this level of detail 

     E12 Inflation Assumptions No inflation for financial information in Section E. LTP / AMP include inflation based on local government 
cost adjustors, BERL mid-scenario. 

FFFF    Current and 
forecast 
financial 
information 

F1 Revenue and Expenditure F1.18: Net Surplus of $29.5M for 10 year period 2021 – 2031, 
no inflation applied.  

LTP (pg 94) net surplus of $42.4M over 10 years, with 
inflation included. 

    F2 Balance Sheet F2.26: Net assets: Annual net assets totals of $300M to 
$320M, no inflation applied.  

LTP (pg 95) shows increase of net assets to $420M by 
2031, with inflation included. 

     F2a Working capital by asset 
type 

Unable to comment  

     F3 Analysis of Borrowing 
(Three Waters) 

Unable to comment  

     F3a Analysis of Borrowing by 
Interest Rate and Date of 
Maturity 

Unable to comment  

     F4 Analysis of Receivables and 
Payables 

Unable to comment  

     F5 Cash Flow Parameters Unable to comment  
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     F7 Cash Flow Statement Unable to comment  

     F7a Cash Flow Statement - 
Water 

F7a.7: Purchase of fixed assets and infrastructure renewal 
for 10 year period 2021 – 2031 of $12.2M, no inflation 
applied. 

LTP / AMP total renewals for 10 year period 2021 – 2031 
of $12.3M (including inflation). 

     F7b Cash Flow Statement - 
Wastewater 

F7b.7: Purchase of fixed assets and infrastructure renewal 
for 10 year period 2021 – 2031 of $6.7M, no inflation 
applied. This does not align with G3. 

LTP / AMP total renewals for 10 year period 2021 – 2031 
of $12.4M (including inflation), is higher than RFI. 

     F7c Cash Flow Statement - 
Stormwater 

F7c.7: Purchase of fixed assets and infrastructure renewal 
for 10 year period 2021 – 2031 of $4.1M, no inflation applied. 

LTP / AMP total renewals for 10 year period 2021 – 2031 
of $1.2M (including inflation), is lower than RFI, 
primarily due to removal of most piping open drain 
projects. 

     F8 Reconciliation of Operating 
Surplus (Deficit) to Net Cash 
Flow from Operating 
Activities 

F8.2: This table relates to information at a total Local 
Authority level. Total depreciation charge for 10 year 
period 2021 – 2031 of $84.1M, no inflation applied. 

Unable to comment on other financial factors to be 
included. 

LTP (pg 24) total depreciation charge for 10 year period 
2021 – 2031 of approximately $72M. 

     F8a Reconciliation of Operating 
Surplus (Deficit) to Net Cash 
Flow from Operating 
Activities - Water 

F8a.2: Depreciation charge for 10 year period 2021 – 2031 of 
$8.62M, no inflation applied. 

Unable to comment on other financial factors to be 
included. 

LTP / AMP total depreciation for 10 year period 2021 – 
2031 of $7.5M. 

     F8b Reconciliation of Operating 
Surplus (Deficit) to Net Cash 
Flow from Operating 
Activities - Wastewater 

F8b.2: Depreciation charge for 10 year period 2021 – 2031 of 
$8.37M, no inflation applied. 

Unable to comment on other financial factors to be 
included. 

LTP / AMP total depreciation for 10 year period 2021 – 
2031 of $7.1M. 

     F8c Reconciliation of Operating 
Surplus (Deficit) to Net Cash 
Flow from Operating 
Activities - Stormwater 

F8c.2: Depreciation charge for 10 year period 2021 – 2031 of 
$3.81M, no inflation applied. 

Unable to comment on other financial factors to be 
included. 

LTP / AMP total depreciation for 10 year period 2021 – 
2031 of $3.0M. 

     F9 Analysis of Fixed Assets by 
Asset Type (for Report Year) 

F9.6: RFI required the closing book value Fixed Asset total. 
This includes all operational, assets, infrastructure assets, 
plant, machinery and vehicles and assets in the course of 
construction. 

Total value provided of $17.887M appears low. 

While not directly comparable, the AMP includes 
Optimised Depreciated Replacement Cost for all three 
activities of $45.35M, which includes operating assets 
and infrastructure assets (based on RFI definitions). 

     F10 Analysis of Revenue F10.62: Total revenue of $54.3M for 10 year period 2021-
2031, including $11M of grant revenue. Total operating 
revenue of $43.2M, no inflation applied. 

 

LTP Total operating revenue for all three activities is 
$56.6M over the 10 year period. Aligns with RFI data 
when inflation is applied. 

Grant revenue distribution across 2021 – 2023 does not 
fully align, but total grant revenue over these years 
aligns. 

     F11 Information on Large Users 
(users >100,000m3) 

AFFCO water usage included as key large user Aligns with AMP 



 
 

 

RefRefRefRef    SectionSectionSectionSection    WSWSWSWS    SectionSectionSectionSection    General commentsGeneral commentsGeneral commentsGeneral comments    Comparison with LTPComparison with LTPComparison with LTPComparison with LTP    / AMP/ AMP/ AMP/ AMP    

     F12 Inflation Assumptions No inflation for financial information in Section F. LTP / AMP include inflation based on local government 
cost adjustors, BERL mid-scenario. 

GGGG    Investment 
plan 

G1 Summary - Water, 
Wastewater and 
Stormwater Services 

G1.6: Total enhancement capital expenditure of $18.7M for 
10 year period 2021-2031, no inflation applied. 30-year total 
is $134.6M. 

G1.9: Total renewals capital expenditure of $11.8M for 10 
year period 2021-2031, no inflation applied. 30-year total is 
$29.8M. 

G1:14 Total infrastructure capital for water over 30 years is 
$39.6M 

G1.15: Total infrastructure capital for wastewater over 30 
years is $109.4M 

G1.15b: Total infrastructure capital for stormwater over 30 
years is $15.9M 

LTP / AMP shows less enhancement capital 
expenditure of $11.4M for 10 year period 2021-2031, and 
$37.3M over 30 years. 

LTP / AMP shows more renewals capital expenditure of 
$14.16M (including inflation) for 10 year period 2021-
2031, and $42.8M over 30 years. 

LTP total infrastructure capital for water over 30 years is 
$22.9M (including inflation). 

LTP total infrastructure capital for wastewater over 30 
years is $51.1M (including inflation). 

LTP total infrastructure capital for stormwater over 30 
years is $7.0M (including inflation). 

     G2 Project Analysis - Water 
Service 

G2.6: Total project expenditure of $41M over 30 years, 
includes $18.7M unspecified Waster Infrastructure 
Upgrades. 

List of projects varies from LTP. LTP total infrastructure 
capital for water over 30 years is $22.9M (including 
inflation). 

     G3 Project Analysis - 
Wastewater Service 

G3.6: Total project expenditure of $112.7M over 30 years, 
includes $11.8M for wastewater LOS investment projects 
and $63.1M for WWTP upgrade.  

List of projects varies from LTP. LTP total infrastructure 
capital for wastewater over 30 years is $51.1M 
(including inflation). 

     G4 Project Analysis - 
Stormwater Service 

G4.6: Total project expenditure of $16.2M over 30 years, 
includes $8.5M for H&S upgrades for SW drains.  

List of projects varies from LTP. LTP total infrastructure 
capital for stormwater over 30 years is $7.0M (including 
inflation). 

     G5 Inflation Assumptions No inflation for financial information in Section G. AMP and LTP include inflation based on local 
government cost adjustors, BERL mid-scenario. 

JJJJ    Asset 
replacement 

J1 Summary - Asset 
Replacement 

No issues Overall asset replacement costs & lengths for all three 
waters align with the valuation report. 

     J2 Disaggregated Asset 
Information 

J2.1-J2.7: Total length of mains reported as 105.6km 

J2.8-J2.14: Total length of sewers reported as 59km 

J2.15-J2.23: Total length of stormwater sewers reported as 
40.8km 

Aligns with AMP reticulation lengths below: 

Water mains – 107.1km  

Wastewater – 58.5km  

Stormwater – 41.8km 

     J3 Contractor Rates for Asset 
Replacement 

No issues Aligns with rates used in June 2020 Valuation. 
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Executive Summary 

This report provides commentary to provide councils support to interpret WICS calculations and how those 
relate to your existing council information.  The key analysis of your council dashboard is of items A, B and C. 

• A – represents the estimated average household cost using WICS modelling approach, this is not 
representative of actual charges. 

• B – represents the projected future household charge in 2051 without reform. 

• C – represents the projected future household charge in 2051 for Entity C, with water reform. 

 

 

1 Introduction 

The Department of Internal Affairs (DIA) has commissioned specialist economic, financial, regulatory and 
technical expertise to support the Three Waters Reform Programme and inform policy advice to ministers.  

In mid-2020, a first stage of evidence was commissioned on the potential economic benefits of aggregating 
water service delivery entities in New Zealand. This was produced for DIA by the Water Industry Commission 
for Scotland (WICS) using publicly accessible council information and was released in December 2020. Between 
October 2020 and February 2021 a nationwide Request for Information (RFI) took place across all 67 councils.  

This data has been used to inform several workstreams including the second stage of economic analysis found 
in the WICS Phase 2 report. This latest information has now been released to councils through the ‘Council 
dashboard’ and supporting reports. 

This report is based upon our review of public WICS reports and individual council models provided by WICS.  
In some cases, the approach or assumptions used by WICS are unclear; this report focuses solely on the 
information we were able to access and interpret. 

It is also important to highlight that there is no connection between the WICS analysis and the government’s 
wider support package including calculation or allocation of the ‘no-worse off’ and ‘better off’ parts of the 
package. 

The data in the dashboard is a combination of calculated information (household charges) and data straight 
from the RFI e.g. FTE data in Operation all the information within “Services”. 

A 

B 

C 
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1.1 Three waters reform 

While this report concentrates on the financial analysis recently provided in the Council dashboards, it is 
important to highlight that this is only one part of the wider suite of information that councils need to consider 
when looking at the proposed reforms. The impacts, benefits, issues and risks of reform are far more wide 
ranging than just the financial impacts.  

The Hawkes Bay 2020 business Case was based on assessing options against six investment objectives covering 
both financial and non-financial content and seven principles developed through engagement with the Māori 
committees.  That detailed review identified that the status quo was not an option for Hawke’s Bay.  

The analysis within that review including the financial analysis of projected future household costs is 
consistent with the direction of the WICS analysis that: 

• future costs of three waters services will rise significantly in response to meeting changes in standards, 
regulation and an increasingly rigorous compliance regime.  

• Costs will not fall equally across the region. 

• There are financial benefits from aggregation of three waters services. 

• There are strategic benefits, an improvement in capability and capacity and potentially a more 
meaningful role for Māori with a change in service delivery model. 

The WICS analysis has been completed using a different approach, and different assumptions to the analysis in 
our earlier business case. We note that despite the differences in our analysis and the WICS analysis they are 
directionally consistent.   

That is, in both cases, it is anticipated that there are significant three water investment requirements to meet 
the new standards and this will lead to substantial increases in the cost of services. Hawke’s Bay continues to 
be well positioned as it has undertaken its own independent analysis of three waters and that analysis reached 
a similar conclusion. 

Our business case identified a risk that the investment in three waters could be greater than forecast. Our 
recent analysis using updated data from the RFIs showed that forecast costs had indeed increased since last 
year. The table below shows the change in household costs between our 2020 review and now. 

Table 1 Change in household costs 

Council 2031 Updated (uninflated) 2031 Updated (inflated) 

Central Hawke’s Bay $3,199 $4,158 

Hastings $1,381 $1,823 

Napier $1,427 $1,855 

Wairoa $3,869 $5,028 

The WICS forecast investment provides a further example of that risk with even greater three waters 
investment forecast across the region. We note that our business case also identified that an aggregated three 
waters entity was the option that best protected all ratepayers from the costs of meeting that risk. 
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1.2 WICS Analysis  

Scenarios 

Broadly, WICS compares two scenarios:  

• Aggregation of three waters services into four water services entities and the associated reforms to 
the regulatory, governance, management, resourcing, and policy direction that support improvements 
(‘the whole reform package’); 

• No aggregation of three waters services and although in this scenario some reform takes place, for 
example, decisions already made to introduce a drinking water regulatory system and environmental 
standards, the wider reforms are not as extensive as in the former scenario.  

Assumptions 

The assumptions WICS have used to quantify the inputs are determined through benchmarking against the UK 
experience. Whilst there has been some adjustment based on council feedback the potential investment 
requirements and ability to deliver the same efficiency gains, both key drivers of the analysis, may not be 
comparable in the New Zealand context.   

The key assumptions that drive household costs are: 

• Investment – this is the single biggest driver of household cost in the WICS model. Due to the ways its 
calculated at a national level and allocated at entity level and council level it is difficult to understand 
the impacts it makes on the difference on the household charges under the two scenarios. Any change 
at the national investment figure will have a material impact on household charges in both scenarios. 

• Debt/Revenue – the difference between the treatment of debt in the councils and the entities means 
that it is likely to overstate the size of the difference in charges between council and the water service 
entity. 

The impact of these are so significant that all other assumptions have minimal impact on household costs.   

Timeframes 

WICS have undertaken the analysis over the 30 year time horizon.  Responses to the RFI across the country 
were not consistent, where councils did not provide 30 year information, ongoing investment in growth 
infrastructure is assumed at the level of the final year in the data set. Undertaking future economic analysis 
based on a 30 year forecast is notoriously difficult especially in the context of the quality of the existing asset 
data. Additionally, this assumes capital expenditure follows a linear trend however we know that investment 
in three waters infrastructure tends to be lumpy. 

More detail of the WICS analysis including methodology, impacts and assumptions is provided in Section 2 of 
this report along with a comparison to the relevant council based information or data. 
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1.3 Impact on Household Bills 

WICS have used an average household charge as the key piece of information for councils and communities.  

The dashboards provided by DIA present three different average household costs, represented as A, B and C in 
Figure 1 below: 

• A – represents the estimated average household cost using WICS modelling approach, this is not 
representative of actual charges. 

• B – represents the projected future household charge in 2051 without reform. 

• C – represents the projected future household charge in 2051 under the proposed Entity for your 
council, Entity C, with water reform. 

These numbers are expressed in real terms, they are uninflated and expressed in today’s dollars.  The 
approach used by WICS to determine these values is outlined below. 

Figure 1 DIA Dashboard 

 

 

To estimate current household charges for each council, WICS have (A): 

• Taken the starting total three waters revenue collected by the council (including development 
contributions but excluding grants and subsidies); 

• Multiplied that figure by 70% - which is their assumed percentage of revenue derived from 
households. We have noted that the 70% does generally align with majority of councils, however some 
councils’ revenue from households is higher and some lower;   

 

A 

B C 

A 
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• Divided that figure by the estimated number of household connections, which in turn is derived from: 

 The average of the connected drinking water and wastewater populations. The model does 
not use actual household connection as identified in the RFI or use stormwater connections. 

 Divided by a standard “household density” multiplier of 2.7. 

 
 

The process used by WICS to estimate future household charges (B) is the same as outlined above, using 
estimated future revenue requirements and estimated future household connections (which allows for growth 
in connections).   

In order to determine the future household charge WICS have: 

• Calculated the future required investment in growth, level of service enhancement, and renewal of 
assets:  

 Growth investment is assumed to be the same as disclosed in each council’s RFI, with the 
same annual average expenditure applied across the full 30 year period if a council only 
disclosed 10 years of projected investment. 

 Renewal investment is assumed to be 100% of the economic depreciation of assets.  WICS 
have undertaken their own calculation of economic depreciation based on assumed asset 
values and lives. 

 Level of service enhancement investment has been calculated using a standard approach 
across the country that has regard to population, land area and density. It does not reflect 
each council’s actual investment set out in the RFIs. 

• WICS have recalculated depreciation, this has increased council figures. 

• Determined the impact of new investment on operating expenditure.  WICS has assumed that for 
every $100 of capital investment there is $3 of additional operating costs.  WICS have also included 
additional depreciation and financing costs for new assets. 

• Determined the amount of new borrowings required to finance their modelled investment profile. 

• Determined the amount of revenue that needs to be collected to ensure that councils are able to 
maintain a three waters debt to three waters revenue ratio of less than 250% over the modelling 
period. This is the revenue number that is divided by WICS’ estimated future household connections 
to reach the household charges at B above. 

• This revenue number typically results in operating surpluses being generated which are applied 
toward debt reduction.   

  

B 
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This process is explained in Figure 2 below. 

Figure 2 Household cost calculation 

 

 
 

WICS have undertaken the same modelling to estimate the future household charges for rate payers of a 
council area if water reform entities were formed.  The result reported in each council’s dashboard (C) 
matches the projected future household charges for all councils in Entity C (of which the Hawke’s Bay councils 
are a part) in 2051. 

We have not reviewed (and have not been provided with) financial or economic models for any of the 
proposed water services entities, however we anticipate that the approach used to project future household 
charges for water services entities is closely aligned to that used to project future household charges for 
individual councils.  The differences are likely to be in the assumptions applied, in particular: 

• Entities have been modelled with no limit on the debt to revenue ratios (or no discernible limit).  This 
means that WICS reports show the projected debt level for Entity C is allowed to nearly reach 800% of 
revenue by 2051.  This accounts for a substantial part of the difference between the projected three 
waters rate for each council and Entity C in 2051. 

• Entities have been assumed to be able to generate efficiencies amounting to 45% by 2051.  By way of 
contrast, only Hastings District Council has been provided with any allowance for operating or capital 
efficiencies without reform, and this is a modest 0.2%.  This accounts for most of the remaining 
difference between the projected three waters rates. 

• Finally, the entity will benefit from the scale of aggregation.  That is, the total revenue needs will be 
spread over a larger population base.  The extent to which this scale benefit applies to a particular 
council will vary depending on population and land area. 

• It is unclear whether the total investment requirements for Entity C, including depreciation and 
renewals investment, have been derived by adding the constituent parts of each council, or by 
undertaking new calculations using the population, land area and density of the new water services 
entity.  Each approach is likely to have different results. 

The various elements of the above approach are outlined in more detail in Section 2. 

C 
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1.4 Comparison of key data from WICS 

The following section compares data from the WICS model to that within councils RFI.   

Wairoa District Council  
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The comparison highlights that WICS has modelled level of service and growth investment that is over six times larger than the investment requirements 
identified by Wairoa in its completed RFI.  For Wairoa, this is the most significant driver of the household charge calculations produced by WICS. The 
assumption of staying below a three waters debt/revenue ratio of 250% also drives a significantly higher three waters household charge than if debt/revenue 
was viewed at the total Council level.   

Household Cost per Annum 

Item 
WICS - Council WICS – Entity C 

Comments on assumptions 
2031 2051 2051 

Household Charge (uninflated) $8,801 $15,106 $1,260 • Water Services Entity option shows a significantly lower charge 
per household. 

Investment 

Item 
WICS - Council 

RFI (2031) Comments on assumptions 
2031 2051 

Total investment requirement $159,260,947 $569,922,442 $30,955,791 
(G1.3+G1.6+G1.9) 1 • WICS model projects significantly higher investment needs. 

Levels of Service Enhancement & 
Growth 

$127,971,667 $383,915,000 $19,197,291 
(G1.3+G1.6) 

• WICS model projects significantly higher LoS Enhancements and 
Growth needs. 

Total Renewals/Capital  $14,397,021 $43,191,062 $11,758,500 
(G1.9) • WICS show slightly higher Capital/Renewals requirements. 

  

 
1 Reference to data in Council RFI spreadsheet 
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Item WICS - Council RFI Comments on assumptions 

Asset Value (2020) $106,440,371 
$93,100,000 (Low) 

$111,710,000 (High) 
 (J1) 

• Higher asset values becomes more relevant over time. 

Depreciation (2020) $1,439,702 
(Assumption C75) 

$1,329,100 
(E1.25+E2.24+E2b.24) 

• Depreciation similar at start but becomes more material as 
investment in assets increase. 

• Implied depreciation rate WICS = 1.35% increasing to 1.75% over 
time. RFI = 1.42%. 

Revenue 

Item 
WICS - Council WICS – Entity C 

Comments on assumptions  
2021 2 2031 2051 2031 

Total debt $10,000,000 $79,011,430 $221,590,245 $15,140.084 
(F3.14) • WICS projects debt to be significantly higher than RFI. 

Total Revenue $4,000,000 $32,744,332 $88,468,414 $5,281,000 
(F10.62) • WICS projects revenue to be significantly higher than RFI. 

Debt to Revenue 290% 241% 250% 287% • Charges increase to bring ratio back within 250% under the WICS model so 
comparison not relevant. 

Operating Surplus N/A $12,772,555 $21,236,105  • Only exists under WICS model. 

  

 
2 From DIA dashboard 
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Item WICS - Council RFI Comments on assumptions 

Revenue from 
household 

70% • 93% 
(F10.4+F10.19+F10.54) / (F10.62-F10.61+F10.70) 

• With Wairoa collecting a higher percentage of revenue from 
households, the charges likely to be higher than reported by 
WICS. 

Connected 
household 
properties 

2031 
Water = 1748 (A1.1+A1.4) 

Wastewater = 1971 (A3.1) 
Stormwater = 2033 (A3b.1) 

• Number of connected properties is higher in the WICS model, 
the charges are likely to be higher than reported by WICS. 

• Not as material as other assumptions. 

Development 
Contribution 

WICS assumes that development contributions, 
when combined with revenue from commercial 
and industrial users account for less than 30% of 

total three waters revenue 

• Zero • Not material. 
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Napier City Council 
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The comparison highlights that WICS has modelled level of service, growth investment and renewals to be significantly lower than the investment requirements 
identified by Napier in its completed unconstrained RFI.  Household charges in the WICS model are significantly influenced by projected levels of investment. 
The assumption of staying below a three waters debt/revenue ratio of 250% also drives a significantly higher three waters household charge than if 
debt/revenue was viewed at the total Council level.   

Household Cost per Annum 

Item 
WICS - Council WICS – Entity C 

Comments on assumptions 
2031 2051 2051 

Household Charge (uninflated) $1,793 $2,539 $1,260 • Water Services Entity option shows a lower charge per household. 

Investment 

Item 
WICS - Council 

RFI (2031) Comments on assumptions 
2031 2051 

Total investment requirement $391,374,668 $1,341,047,923 
$1,736,801,000 

(G1.3+G1.6+G1.9) 3 • WICS model projects significantly lower investment needs. 

Levels of Service Enhancement & 
Growth 

$231,838,778 $695,516,334 
$1,312,101,000 

(G1.3+G1.6) 

• WICS model projects significantly lower LoS Enhancements and 
Growth needs. 

Total Renewals/Capital  $128,833,171 $368,799,513 
$424,699,000 

(G1.9) 
• WICS show significantly lower Capital/Renewals requirements. 

  

 
3 Reference to data in Council RFI spreadsheet 
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Item WICS - Council RFI Comments on assumptions 

Asset Value  $936,249,789 
$703,591,431 (Low) 

$1,055,386,667 (High) 
(J1) 

• Higher asset values becomes more relevant over time. 

Depreciation $12,893,317 
(Assumption C75) 

$9,287,000 
(E1.25+E2.24+E2b.24) 

• WICS Depreciation higher. 
• Implied depreciation rate WICS = 1.35% increasing to 1.75% over 

time. RFI = 1.32%. 

Revenue 

Item 
WICS - Council RFI 

Comments on assumptions  
2021 4 2031 2051 2031 

Total debt $46,000,000 $182,349,918 $450,859,117 $385,278,000 
(F3.14) • WICS projects debt to be significantly lower. 

Total Revenue $18,000,000 $75,399,831 $185,204,317 $23,287,000 
(F10.62) • WICS projects revenue to be significantly higher. 

Debt to Revenue 261% 242% 243% 1654% • Charges increase to bring ratio back within 250% under the WICS model so 
comparison not relevant. 

Operating Surplus N/A $20,572,156 $27,622,401 N/A • Only exists under WICS model. 

  

 
4 From DIA dashboard 
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Item WICS - Council RFI Comments on assumptions 

Revenue from 
household 

70% • 62% 
(F10.4+F10.19+F10.54) / (F10.62-F10.61+F10.70) 

• Napier collects a slightly lower percentage from household 
charges than WICS models. 

Connected 
household 
properties 

21,873 
Water = 25,244 (A1.1+A1.4) 

Wastewater = 24,073 (A3.1) 
Stormwater = 25,980 (A3b.1) 

• Number of connected properties is less than in the WICS 
model. 

Development 
Contribution 

WICS assumes that development contributions, 
when combined with revenue from commercial 
and industrial users account for less than 30% of 

total three waters revenue 

Development contributions in 
2031 equate to 6% of total 
three waters revenue 

• Because of the approach taken by WICS to forecast the 
investment it is difficult to estimate what proportion would be 
funded from development contributions. 
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Central Hawkes Bay 
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The comparison highlights that WICS has modelled level of service and growth investment that is over the investment requirements identified by Central 
Hawkes Bay in its completed RFI.  For Central Hawkes Bay, this is the most significant driver of the household charge calculations produced by WICS. The 
assumption of staying below a three waters debt/revenue ratio of 250% also drives a significantly higher three waters household charge than if debt/revenue 
was viewed at the total Council level.   

Household Cost per Annum 

Item 
WICS - Council WICS – Entity C 

Comments on assumptions 
2031 2051 2051 

Household Charge (uninflated) $6,521 $7,261 $1,260 • Water Services Entity option shows a significantly lower charge per 
household. 

Investment 

Item 
WICS - Council 

RFI (2031) Comments on assumptions 
2031 2051 

Total investment requirement $276,001,415 $986,923,846 $152,521,000 
(G1.3+G1.6+G1.9) 5 • WICS model projects significantly higher investment needs. 

Levels of Service Enhancement & 
Growth 

$220,721,667 $662,165,000 $119,711,000 
(G1.3+G1.6) 

• WICS model projects similar LoS Enhancements and Growth needs. 

Total Renewals/Capital  $26,144,489 $78,433,466 $32,810,000 
(G1.9) • WICS show slightly lower Capital/Renewals requirements. 

  

 
5 Reference to data in Council RFI spreadsheet 
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Item WICS - Council RFI Comments on assumptions 

Asset Value  $196,268,259 
$191,880,129 (Low) 

$193,228,620 (High) 
(J1) 

• Higher asset values becomes more relevant over time. 

Depreciation $2,614,449 
(Assumption C75) 

$2,431,117 
(E1.25+E2.24+E2b.24) 

• Depreciation similar. 

• Implied depreciation rate WICS = 1.35% increasing to 1.75% over 
time. RFI = 1.27%. 

Revenue 

Item 
WICS - Council RFI 

Comments on assumptions  
2021 6 2031 2051 2031 

Total debt $25,000,000 $132,036,920 $379,239,897 $17,600,000  

(F3.14) • WICS projects debt to be significantly higher. 

Total Revenue $8,000,000 $53,454,446 $152,872,038 $7,844,721 
(F10.62) • WICS projects revenue to be significantly higher. 

Debt to Revenue 337% 247% 248% 224% • Charges increase to bring ratio back within 250% under the WICS model so 
comparison not relevant. 

Operating Surplus N/A $21,847,270 $33,439,638  • Only exists under WICS model. 

  

 
6 From DIA dashboard 
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Item WICS - Council RFI Comments on assumptions 

Revenue from 
household 

70% • 69% 
(F10.4+F10.19+F10.54) / (F10.62-F10.61+F10.70) • WICS assumption aligned with CHB. 

Connected 
household 
properties 

3,504 
Water = 3,714 (A1.1+A1.4) 

Wastewater = 3,204 (A3.1) 
Stormwater = 2,979 (A3b.1) 

• Number of connected properties differs in the WICS model 
compared to the actual connected properties. 

Development 
Contribution 

WICS assumes that development contributions, 
when combined with revenue from commercial 
and industrial users account for less than 30% of 

total three waters revenue 

Development contributions in 
2031 equate to 7.7% of total 
three waters revenue 

• Because of the approach taken by WICS to forecast the 
investment it is difficult to estimate what proportion would 
be funded from development contributions. 
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Hasting District Council 
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The comparison highlights that WICS has modelled level of service and growth investment that is over six times larger than the investment requirements 
identified by Hastings in its completed RFI.  For Hastings, this is the most significant driver of the household charge calculations produced by WICS. The 
assumption of staying below a three waters debt/revenue ratio of 250% also drives a significantly higher three waters household charge than if debt/revenue 
was viewed at the total Council level.   

Household Cost per Annum 

Item 
WICS - Council WICS – Entity C 

Comments on assumptions 
2031 2051 2051 

Household Charge (uninflated) $3,583 $4,531 $1,260 • Water Services Entity option shows a significantly lower charge per 
household. 

Investment 

Item 
WICS - Council 

RFI (2031) Comments on assumptions 
2031 2051 

Total investment requirement $889,992,257 $3,125,729,607 $13,209,000 
(G1.3+G1.6+G1.9) 7 • WICS model projects significantly higher investment needs. 

Levels of Service Enhancement & 
Growth 

$633,887,157 $1,901,661,471 $2,624,000 
(G1.3+G1.6) 

• WICS model projects significantly higher LoS Enhancements and 
Growth needs. 

Total Renewals/Capital  $172,541,215 $517,353,645 $10,585,000 
(G1.9) • WICS show higher Capital/Renewals requirements. 

  

 
7 Reference to data in Council RFI spreadsheet 
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Item WICS - Council RFI Comments on assumptions 

Asset Value  $1,260,007,715 
$1,000,484,880 (Low) 
$1,386,517,974 (High) 

(J1) 
• Higher asset values becomes more relevant over time. 

Depreciation $17,245,121 
(Assumption C75) 

$13,636,000 
(E1.25+E2.24+E2b.24) 

• WICS depreciation is 26% higher than RFI (and further increases in 
later years). 

• Implied depreciation rate  WICS = 1.35% increasing to 1.75% over 
time. RFI = 1.36. 

Revenue 

Item 
WICS - Council RFI 

Comments on assumptions  
2021 8 2031 2051 2031 

Total debt $140,000,000 $393,352,696 $1,083,822,655 $228,239,000 
(F3.14) • WICS projects debt to be significantly higher. 

Total Revenue $24,000,000 $170,360,926 $438,889,637 $37,952,000 
(F10.62) • WICS projects revenue to be significantly higher. 

Debt to Revenue 576% 230% 247% 601% • Charges increase to bring ratio back within 250% under the WICS model so 
comparison not relevant. 

Operating Surplus N/A $66,811,280 $84,605,869  • Only exists under WICS model. 

  

 
8 From DIA dashboard 
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Item WICS - Council RFI Comments on assumptions 

Revenue from 
household 

70% • 73% 
(F10.4+F10.19+F10.54) / (F10.62-F10.61+F10.70) • WICS assumption aligned with Hastings. 

Connected 
household 
properties 

22,816 
Water = 23,899 (A1.1+A1.4) 

Wastewater = 20,020 (A3.1) 
Stormwater = 26,732 (A3b.1) 

• Number of connected properties differs in the WICS model 
compared to the actual connected properties. 

Development 
Contribution 

WICS assumes that development contributions, 
when combined with revenue from commercial 
and industrial users account for less than 30% of 

total three waters revenue 

Development contributions in 
2031 equate to 8.7% of total three 
waters revenue 

• Because of the approach taken by WICS to forecast the 
investment it is difficult to estimate what proportion would be 
funded from development contributions. 
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2 Water Industry Commission for Scotland Commentary 

2.1 Investment Projections 

Investment is the single biggest driver of cost in the WICS model.  WICS estimates potential investment 
requirement over 30 years for each council. This is considered for: 

(a) Renewals (Replacement and Refurbishment); 

(b) Levels of Service (Enhancement); 

(c) Growth investment. 

These three values are combined to determine a total investment programme for each council. 

2.1.1 Renewals 

In their various reports, WICS noted that based on a review of completed RFI’s and comparison to their 
international benchmarks: 

• Asset values reported by New Zealand councils were typically low. 

• Useful lives appeared to be optimistic. 

• The split of asset value between short lived (less than 30 years) and long lived (estimated lives of 
around 100 years) was more heavily weighted toward long lived assets. 

• Using the low range for asset values and the high range for asset lives (i.e. the two extremes) 
disclosed in RFI would increase the risk that there is insufficient resources available for asset 
replacement.  

Based on their observations WICS therefore recalculated the depreciation for each council’s asset base, 
assuming: 

• 90% of existing assets are long life assets with an estimated life of 100 years. 
• 10% of existing assets are short life assets with an estimated useful life of 30 years. 
• Long life assets were assumed to have a valuation at the mid-point of the low and high end 

valuations disclosed in RFIs. 
• Short life assets were assumed to have a valuation at the upper range of the valuations disclosed in 

RFIs. 
• New investment is assumed to comprise 60% short life assets and 40% long life assets to enable the 

long/short life split of assets to eventually reach the international benchmark of 30% short life and 
70% long life assets. 

WICS has then modelled investment in renewals at 100% of depreciation throughout the modelling period.  
There has been no adjustment to planned renewals investment to reflect that some investment in level of 
service enhancement or growth is likely to also have a renewals component. 

The modelled renewals investment is likely to differ substantially to renewals programmes that have been 
calculated by each council. 
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WICS have modelled an effective starting average depreciation rate of 1.35% of the revised asset value.  This 
depreciation rate increases over the modelling period to eventually reaching 1.75%.  These depreciation 
rates translate to an average useful life for three waters assets of 81 and 59 years, respectively. 

Comments on the underlying assumptions 

We note that WICS calculation of renewals expenditure and depreciation does not consider: 

• The relative age profile of each councils network, and each councils stage in the asset lifecycle. 

• The amount of investment in level of service enhancing infrastructure or growth infrastructure which 
may also have a renewals component. 

• The actual split of long life and short life assets within each council, and the specific circumstances 
that give rise to that split (e.g. water networks with large distribution zones and therefore a higher 
proportion of reticulation assets which are typically long life, or the inclusion of stormwater assets 
which typically have longer lives and do not form part of the Scottish water asset base). 

We note that the depreciation rate of 1.35% is broadly within the high end of the range observed in New 
Zealand already.  However, the longer term depreciation rate of 1.75% is much higher than most councils in 
New Zealand (although this is intended by WICS). 

While the rate of depreciation may be consistent with the New Zealand average, the valuation of assets is 
not.  In our experience, councils typically value their assets at the low end of the valuation range provided in 
their completed RFIs.  This means WICS has typically increased the total depreciation charge above those 
that are likely to be included in long term plans. 

We are aware of a number of recent examples where councils that have had recent asset valuations have 
experienced substantial uplifts in assets value.  This may support WICS assumptions around asset valuations. 

Potential impact of assumption 

Overstatement of the renewals requirement will result in an overstatement of debt and revenue projections 
for the entity.   

This assumption is likely to affect the entity and council projections equally, so will likely have limited bearing 
on the comparative outcomes of household charges.  However, it will have a significant impact on the 
projected household charges for councils in 2051 if reform does not occur. 

2.1.2 Levels of Service and Growth Investment 

The various reports produced by WICS outline three different approaches used to determine the future 
required investment in level of service enhancement (and in some cases growth expenditure): 

• based on relationships between historical enhancement and growth investment in the UK (same 
approach as Phase 1 but updated using council RFI information). 

• based on relationships between historical enhancement and growth in Scotland only (i.e. using the 
same approach as in Phase 1 but with Scottish data only); and 

• based on the observed gap in asset values per connected system between New Zealand and the  
UK – this approach does not take into account growth. 
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While the approaches differ in how they arrive at their estimates they deliver broadly consistent results in 
terms of the magnitude of investment that is likely to be required over the next 30+ years. It indicates that in 
order to meet quality and growth outcomes, spending will need to more than double from current levels 
over the next 30 years.  

WICS note these figures could ultimately be even higher, as they do not take account of investment 
uncertainty associated with the need to provide for seismic resilience, climate change, or responding to 
changing societal standards around environmental impacts (including iwi/Māori expectations).  

It is unclear which of these approaches was used to identify the potential amount of level of service 
enhancement investment needed.  However, we understand that the outcome under all three approaches is 
broadly similar. 

WICS also applied two further adjustments: 

• it appears that planned investment in growth infrastructure was effectively removed from the 
results in favour of using council’s own projections for investment in growth infrastructure.  Where 
councils only reported forecast investment for a 10 year period this was assumed to be 
representative of the next 20 years as well. 

• applied a cap of NZ$70,000 per head for combined investment in level of service enhancement and 
growth infrastructure across any council area, this limits the modelled potential exposure of most 
rural councils. 

WICS does disclose some of the formulas that it has used to identify potential investment requirements, 
although without knowing the source of the variables used within the formulas we have been unable to 
replicate the results.  We note however that the formulas (at least at a national level) do include length of 
waterways and coastline, so may make some attempt at incorporating relevant environmental factors. 

However, at an individual council level, the investment numbers produced by WICS are based on population, 
land area, and density alone and have no relationship to each council’s: 

• Type, quality, or number of water sources 

• Receiving environment for wastewater discharges 

• Current treatment approach 

• Current levels of service 

• Asset age 

• Asset performance  

• Asset condition 

Comments on the underlying assumptions 

Investment is the single biggest driver of cost in the WICS model.  It is what drives the future borrowing 
requirement, which in turn determines the amount of revenue that needs to be collected.  That means that 
if the future investment requirements in the WICS modelling are under or overstated the future household 
costs are likely to be similarly impacted. 

Despite this it is worth recognizing that predicting future investment requirements is notoriously difficult.  
This is particularly true over long time frames, such as the 30 year period that has been modelled by WICS.   
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While predicting investment over a 10 year period is more certain, even this is challenging, as demonstrated 
by the long term plans of almost every council in New Zealand.  Long term plans often have significant uplifts 
in their ten year capital works programs despite being only 3-year cycles. 

We have not attempted to make an alternative assessment of 30 year investment requirements, and 
therefore have no view on whether the projected investment by WICS is appropriate.  However, as it 
appears that a different approach may have been used to determine investment at a national scale than that 
used at a council level, even if the national, or regional investment projections are correct, the distribution of 
where that investment falls in relation to each council may not be correct. 

Potential impact of assumption 

WICS have used the derived future investment numbers in the stand alone financial analysis provided to 
councils as well as in the analysis completed for each water services entity.  The higher numbers have a flow 
on effect to a number of assumptions, most importantly, the future revenue required by councils. This is 
then reflected in the calculated household charge. 

We also note that for the purposes of their modelling WICS have assumed that this investment is evenly 
spread across the modelling period, however it is likely that this will be weighted further toward future years 
in practice.  This results in a sharp increase in projected future household charges. 

In the event that the future investment requirements are understated or overstated, there is likely to be a 
consistent impact on both the council and entity household charge projections.  While this assumption may 
change the scale of the difference in projections it is unlikely to change the overall outcome of their analysis. 

2.2 Revenue 

Projected revenue is ultimately the main input into the WICS model that is used to determine household 
charges.  The way in which future revenue is projected is therefore critical. 

2.2.1 Three water debt to revenue ratio 

The total three waters revenue that is needed to be collected by councils in the WICS model has been 
determined by reference to each council’s total borrowing. 

Revenue projections have been calculated by identifying the amount of revenue needed to ensure that 
each council maintains a three waters debt to revenue ratio below 250% over the entire modelling period.  
Revenue increases are front-loaded in the WICS model, with revenue increases typically stabilizing to match 
inflation over time (or at least reducing). 

The WICS modelling results in forecast future revenue requirements which typically result in the council 
generating a significant operating surplus for its three waters activity.  This surplus is applied toward debt 
management/repayment. 

Water services entities appear to not have been subject to this restriction with Entity C’s debt to revenue 
ratio reaching almost 800% by 2051.  We understand that the Government has received advice to suggest 
that a debt to revenue ratio of this magnitude would not adversely impact on water services entities’ credit 
ratings. 
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Comments on the underlying assumptions  

We note that councils are not typically financed on an activity basis.  That is, councils are not required to 
maintain a three waters debt to three waters revenue ratio of 250%, and in fact a number of councils already 
exceed this ratio when looking only at three waters debt to revenue. 

Three waters typically makes up between 20 – 30% of a council’s total revenue, with most other activities 
typically requiring only low levels of debt.  While three waters charges may increase at a much higher rate 
than other areas of council’s business, we would still anticipate that a three waters debt to revenue ratio of 
around 500% would be within most council’s future borrowing capability. 

Potential impact of assumption 

The revenue numbers directly translate into household charges for councils and the water services entities. 

As councils are likely to be able to borrow more than 250% of their three waters revenue, the projected 
household charges are likely overstated.   

Because no such cap has been applied to the water services entities, and we understand that there is official 
advice to support water services entities maintaining large debt to revenue ratios, this assumption has 
limited bearing on the projected household charges for the water services entity itself. 

When viewed together, the application of this assumption by WICS is likely to overstate the size of the 
difference in charges between council and the water services entity. 

2.2.2 Revenue from Households 

WICS has used the split of revenue between households and non-households of 70% as observed in the UK.  
This has been applied to the total revenue figure above. 

The 70% figure represents the total amount of three waters revenue derived from household water charges, 
and effectively does not include any revenue from development contributions, grants and subsidies, or 
commercial and industrial water use (or indeed irrigation/stock water schemes). 

Comments on the underlying assumptions  

In our view the assumption that 70% of revenue comes from household water charges appears to be fair at a 
national or water services entity level.  However, this assumption is less likely to be applicable at an 
individual council level, noting that: 

• Councils that have high levels of urban growth may receive a substantial portion of water revenue 
from development contributions, and in some cases this may account for the entire remaining 30% 
(or more) on its own. 

• Highly rural councils may receive a large proportion of their three waters revenue from irrigation or 
stock water schemes, meaning much less than 70% of total three waters revenue is derived from 
households. 

• Some territorial authorities receive large amounts of three waters revenue from large water users.  
This is particularly true in rural and provincial councils, which often have high water users in the 
agricultural and horticultural industries. 
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Potential impact of assumption 

This assumption may impact on the size of the difference between the projected household charges under 
the council and entity scenarios because it is likely to be more accurate at an entity level than it may be for 
individual councils.   

Councils which receive a lower proportion of their three waters revenue from households than is assumed in 
the WICS analysis will have higher projected household charges under the WICS analysis than they may 
otherwise have. 

WICS analysis is also presented at a three waters level, which means it is difficult to see the impact for 
customers which may only receive one or two of the services provided.  This is likely to be particularly 
relevant for councils with large rural areas. 

2.2.3 Household connections 

WICS have determined the number of household connections in their modelling by: 

• Averaging the connected water and wastewater populations from each council’s RFI. 

• Dividing the number by 2.7 (which is the average household density in New Zealand). 

This value is used as the denominator in WICS’ projections of average household charges.  The higher this 
number is, the lower the projected household charge is. 

WICS does not appear to have used any data regarding stormwater connections/charges within its analysis. 

Comments on the underlying assumptions  

Household density varies significantly between territorial authorities within New Zealand.  This is particularly 
prevalent in the comparison of rural and urban councils.  According to Statistics New Zealand, in 2018 the 
council with the highest occupancy rate has an average of 3.0 residents per household, compared to the 
least dense council having an occupancy rate of 2.1. 

We understand that there are now councils that have significantly lower occupancy rates than that (with 
some reporting occupancy rates of less than 2 residents per household). 

Potential impact of assumption 

This assumption may result in a difference between the projected council and entity values (i.e. it will affect 
the entity and council differently) because the household density number varies significantly between 
council areas but is likely to be more accurate at an entity level.   

For councils with low household density, it is likely that the application of this assumption will have resulted 
in the WICS analysis overstating the potential household charges in 2051 for individual councils.  The 
projected household charges for the water services entity are less likely to be affected by the application of 
this assumption. 
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2.3 Capital and Operating Efficiencies 

WICS looks separately at capital and operating efficiency expenditure. In both cases, WICS undertook 
econometric modelling (using the reworked Ofwat 2004 and 2009 models) of the potential for operating 
efficiency from each council using tools and techniques applied and fitted to UK water entities and tested 
this against New Zealand.   

2.3.1 Efficiencies 

WICS have applied efficiencies adjustments in some cases for individual councils.  These efficiencies have 
been based on council size.  The observed experience from United Kingdom demonstrates that only entities 
of a scale of more than 60,000 connected citizens could be expected to achieve any reductions in operating 
costs, even if they were subjected to robust governance and regulatory frameworks.   

In the models provided, the scale efficiencies increase on a diminishing (logarithmic) basis above the 
minimum size threshold. This means there is no inclusion for efficiency improvement for councils with less 
than 60,000 population served. For councils above this threshold, efficiency gains are realisable (albeit at a 
diminishing rate) up to a maximum of 800,000 population served, after which no further returns to scale 
have been included in WICS modelling. 

In determining the scale of efficiencies modelled for the Water Services Entities, WICS assesses the New 
Zealand Three Waters sector to be in a broadly similar position as Scotland in 2002, in terms of relative 
operating efficiency and levels of service. In just under two decades, Scottish Water has lowered its unit 
costs by 45% and closed the levels of service gap on the best-performing water companies in the United 
Kingdom.  

WICS considers that New Zealand can achieve similar outcomes to Scottish Water i.e. a reduction of up to 
45% over a longer period (30 years).  

Comments on the underlying assumptions  

We note that Entity C is projected to have around 960,000 customers on formation.  This is comparable in 
size (but much less densely populated) to Bristol Water and South Staffordshire Water, who were cited as 
achieving efficiencies of 25% and 20% respectively in the WICS reports. 

Potential impact of assumption 

If modelled efficiencies from service delivery reform are overestimated, or underestimated, then this will 
have a direct impact on the projected household charges for the water services entities.  That is, 
overestimation of the potential operating efficiencies will result in WICS’ projections of household charges 
for water services entities being lower than they may otherwise be if those efficiency targets are unable to 
be met. 
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2.4 Sensitivity 

WICS undertook detailed sensitivity analysis (Monte Carlo analysis) of their projected household charges to 
demonstrate whether there are any instances where household charges would be lower under continued 
council led service delivery versus the reform, scenario. Across the country, this analysis shows only a very 
limited number of cases where household charges have any potential to be lower without reform than with 
it. In these cases, WICS typically notes that the levels of service received by customers without reform would 
be significantly lower than they would be under the reform scenario. 

Importantly, while this sensitivity analysis does consider different levels of investment requirements, it does 
not consider the impact of the debt to revenue assumption, or assumptions regarding the percentage of 
revenue from households, or the number of connections. We have not attempted to recreate the sensitivity 
analysis completed by WICS but would anticipate that correction of these assumptions prior to undertaking 
the sensitivity analysis would result in more instances where future household charges crossover under the 
reform and no reform scenarios. 

 



                                                                                                     
 

 

 

19 August 2021  

 

Hon Nanaia Mahuta 

Minister of Local Government 

Private Bag 18888 

Parliament Buildings 
Wellington 6160 
 

Via email: n.mahuta@ministers.govt.nz 
 

 

Dear Minister,  
 
Hawke’s Bay considerations in three waters service delivery reforms 
 
We appreciate Government’s commitment to an eight-week engagement process during August and September 
enabling further discussions with Local Authorities on how the proposed establishment of four Water Services 
Entities (WSEs) for the management and governance of three waters service delivery can best accommodate the 
needs and priorities of communities at a local level.  We look forward to making our submissions by 1 October 
2021.  
 
Across our region, the Hawke’s Bay councils are collaborating on our shared strategic priorities as set out in our 
triennial agreement. One of those priorities is to ensure sustainable and affordable three waters service delivery 
for all of Hawke’s Bay’s communities.  
 
Last year, with Government financial support we undertook and released the report of our own independent 
review of three waters service delivery for Hawke’s Bay. In the context of Government’s water reforms, we 
worked together to assess the options for a regional solution to the way we manage drinking, waste and storm 
water services.  
 
We are now working together as a region and with iwi representatives to compare the Government’s proposal 
against the considerable analysis and wider perspectives that went into our own detailed review.  
 
The case for change 
 
We agree with Government’s assessment of the need for changes to the way drinking, waste and storm water 
services are funded and delivered in our communities.  
 
We share Government’s ambitions to significantly improve the safety, quality, resilience, accessibility and 
performance of three waters services in a way that is efficient and affordable for our communities and all New 
Zealanders.  
 
Thanks to our own review, we have a very good understanding of the scale of change that is needed to ensure 

three waters services are affordable and sustainable for our communities here in Hawke’s Bay. We agree the 

status quo is not an option. 

Hawke’s Bay objectives and principles 
 
During our review, we identified six investment objectives for any regional three waters service delivery solution. 
These were further supported by seven principles that were developed in collaboration with councils’ Māori 
Standing Committees. We attach the objectives and principles for your information (Attached).  
 

159 Dalton Street  
Private Bag 6006  
Napier 4142  
Telephone: (06) 835 9200  

Mayors Room  
Hastings District Council  
Private Bag 9002  
Hastings 4156  
Telephone:(06) 871 5073  

Mayors Room  
Wairoa District Council  
PO Box 54  
Wairoa 4160  
Telephone: (06) 838 7309  

Mayors Room  
City of Napier  
Private Bag 6010  
Napier 4142  
Telephone: (06) 835 7579  

Central Hawke’s Bay District 
Council  
PO Box 127  
Waipawa 4240  
Telephone: (06) 857 8060  

mailto:n.mahuta@ministers.govt.nz


Those imperatives remain the case today and provide the lens through which we are considering the merits of 
the proposal Government has put forward.   
 
In assessing the Government’s proposals, we need to be convinced any new model will deliver what our rural and 
urban communities deserve. Our communities expect that of us.  
 
Challenges with reform proposal 
 
Together with Council iwi representatives, we have identified a number of challenges with Government’s reform 
proposal and support package.  
 
1) Government has proposed only one service delivery model which appears to address only the affordability 

challenge. Public health and environmental benefits, for example, are not evidenced or quantified in anything 
other than very general terms.  

 
2) Government’s modelling compares per household costs with and without reform in 2051 but does not show 

the costs households that would incur on day one of the new regional entity. Without understanding the day 
one costs and changes in costs over time we cannot reasonably assess affordability, and nor can we credibly 
have conversations with our communities about the proposal’s impacts for them.   

 
3) A number of our regional objectives and principles would be met through the model proposed, however we 

are concerned that several will not: 
 

a. With Entity C responsible for service delivery to 21 council areas and one million people, we are not 
convinced three waters services would be provided in a way that best supports our urban and rural 
communities or ensure sufficient representative voice for the needs of Hawke’s Bay’s communities 
in governance and decision-making.  

b. Localism is important to us and part of our success as a region – local planning, local decisions and 
regional cohesion. Hawke’s Bay can demonstrate tangible success locally and regionally – achieved 
through the power of community action via civic leadership. We are not convinced that the 
governance structure proposed will allow for us to continue meeting our commitment to ensuring 
three waters services contribute to the Hawke’s Bay region’s social, economic, cultural and 
environmental prosperity. 

c. Entity C does not reflect geographies aligned with Ngati Kahungunu iwi affiliations, meaning the 
identity of mana whenua in Hawke’s Bay is likely to be lost in the proposed governance model and 
would not provide opportunities for Māori to contribute to decision-making.  

d. We are not convinced that Government’s proposal will be capable and have the capacity to deliver 
quality sustainable planning, management and operation of three waters services for our 
communities.  

e. Achieve community outcomes related to identity, growth, development and principles of “place-
making” for which Local Authorities lead and are accountable for to their communities. Without an 
appropriate and legislated planning tool at a local level that sets out expectations, local communities 
are left with no ability to hold this new infrastructure entity to account. 

 
4) Alignment between local government resource management and three waters reforms are not obvious in 

the service delivery model or support package proposed. The interface between the proposed Regional 
Combined Plans under the Natural and Built Environments Act and the proposed Regional Spatial Strategies 
of the Strategic Planning Act, with three waters investment planning and operations of the proposed entities 
is seemingly misaligned. 

 
5) Alignment with the Government’s wider reforms of freshwater management, which are founded on 

significant community decision-making and catchment-based freshwater management units, also appears 
incongruous with the scale of operation and governance envisaged by the four entity model. As emphasised 
by the Government’s three waters publicity campaign, the regulation of source protection for drinking water 
and of waste and storm water discharges to our rivers, lakes and coast is fundamental to the outcomes 
sought. Therefore, integration of three waters management with regional freshwater management is 
fundamental. Moreover, the Government’s reforms for both resource management and freshwater in fact 
provides a strong platform to regional planning and provision of three waters at regional scale. 

 
Hawke’s Bay position 
 
Unless these challenges can be resolved, Hawke’s Bay’s councils are not able to support Government’s three 
waters service delivery reform proposal.  
 



However, experience has shown us that when working together and to our respective strengths, local and central 
Government and iwi can complement each other to deliver better outcomes for all. That is why we remain 
committed to working with you to explore an alternative to the status quo that can best meet our shared 
objectives and ensure we meet the expectations of our communities here in Hawke’s Bay.  
 
We seek: 
 

1) The opportunity to explore with Government and Hawke’s Bay iwi Chairs our Hawke’s Bay regional 
option that would better satisfy our regional investment objectives and principles, including better 
alignment with regional planning and freshwater management.  

 
2) The opportunity for Hawke’s Bay’s iwi Chairs to engage directly with you through the eight-week 

engagement period. 
 
3) More information detailing Government’s modelling; especially impacts to our ratepayers from day one, 

and over time. 
 

4) Sufficient time to engage with our own communities, once we have the information to do so, so that the 
people of Hawke’s Bay understand the magnitude of the Government changes proposed and the impacts 
for them.  

 
We would also be open to a conversation about a broader regional model that may be more closely aligned with 
communities of interest.  
 
Whilst this is the collective view of the five Hawke’s Bay Councils, our officers continue to prepare individual 
Council submissions to address their issues in more detail.  
 
We would welcome the opportunity to discuss the collective views we have set out here.   
 
 

Kind regards,  

 

 
 

 
 

 

     

Rick Barker                                               
Chairman  
Hawke’s Bay 

Regional 

Council 

Sandra Hazlehurst  
Mayor  
Hastings District Council  

 

Craig Little  
Mayor  
Wairoa District Council  

 

Kirsten Wise  
Mayor  
Napier City Council  

 

Alex Walker  
Mayor  
Central Hawke’s Bay  
District Council  
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Councils not convinced Government’s  

three waters reform proposal is right for Hawke’s Bay 

 
Local Government leaders and iwi representatives are not convinced Government’s proposal for three waters 

service delivery reform is right for Hawke’s Bay and have written to the Minister of Local Government seeking 

more detail and a rethink of the model on the table.  

 

Government is proposing that responsibility for Hawke’s Bay’s three waters services would transfer to a regional 

entity comprising 21 councils from the East Coast of the North Island to the top of the South Island and the 

Chatham Islands. 

 

Earlier this month, Government gave Councils eight weeks to provide feedback on the impact of what’s 

proposed, and to put forward any questions that remain unanswered.   

 

Mayors, Councillors and iwi representatives from Wairoa District Council, Napier City Council, Hastings District 

Council, Central Hawke’s Bay District Council, and Hawke’s Bay Regional Council met on Monday to discuss 

Government’s three waters reform package and what it could mean for Hawke’s Bay’s rural and urban 

communities; and to agree an approach to addressing the collective concerns of all five councils.  

 

Mayors have since written to Hon Nanaia Mahuta, Minister of Local Government, requesting further information 

and setting out why Government’s proposal, as it stands, will not satisfy the three waters service delivery needs 

of Hawke’s Bay.  

 

Alex Walker, Mayor of Central Hawke’s Bay District Council says the region’s five local authorities are reviewing 

the analysis and modelling behind Government’s proposal to transfer delivery of drinking, waste and storm 

water services (three waters) from local councils to four multi-regional entities. 

 

“We’ve done this work in Hawke’s Bay. Last year we released the report of our own independent review for a 

regional approach to three waters service delivery that would achieve affordability and sustainability for all of 

Hawke’s Bay’s communities.”  

“Now we are in a strong position to review the Government’s model and how it stacks up against our own and 

whether or not what’s proposed would deliver on our regional objectives.” she says.   

Alex Walker says the region’s councils all agree that to meet the requirements of new water regulations, change 

is required in how water infrastructure and services are funded and delivered.  

“However, we are not convinced the proposal Government has put forward will meet the needs of our 

communities, on a number of levels.” 

Kirsten Wise, Mayor of Napier says that going into the regional review of future service delivery options back in 

late 2018, the five councils and of Hawke’s Bay and council iwi representatives put considerable thought into the 

objectives and principles that any regional solution would need to meet.  

http://www.hb3waters.co.nz/
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“We are especially concerned that the governance structure Government is proposing for the new Water 

Services Entities means our voice will be lost and decision-making will be too distant from our communities.”   

“One of our bottom lines for any new arrangement is that Hawke’s Bay must have direct representation and a 

strong voice on a water entity’s governing board, and that includes mana whenua.” she says.  

Mayor of Wairoa Craig Little says: “Another major issue is affordability. Government is telling us what the new 

model would mean in terms of cost savings for households in 2051, but they’re yet to show us what the costs 

would be on day one under their new model.” 

 

“We simply cannot have a proper conversation with our communities about whether or not they will be better 

off under the Government’s model without knowing what costs they would be up for on day one.” says Mr Little. 

 

“Our other big concern is the real need to retain capability and jobs locally. We need to be able to rely on having 
the right skills and expertise on the ground to manage essential three waters service delivery for our 
communities.”   
 
Sandra Hazlehurst, Hastings District Mayor says Government has proposed just one service delivery model which 
appears to address only the affordability challenge.  
 
“We share Government’s ambitions to significantly improve the safety, quality, resilience, accessibility and 
performance of three waters services in a way that is efficient and affordable for our communities and all New 
Zealanders.” 
 
“However, localism is important to us and part of our success as a region – local planning, local decisions and 
regional cohesion. Hawke’s Bay can demonstrate tangible success locally and regionally – achieved through the 
power of community action via civic leadership.”  
 
“We are not convinced that what Government is proposing will allow for us to continue meeting our 
commitment to ensuring three waters services contribute to the Hawke’s Bay region’s social, economic, cultural 
and environmental prosperity.” says Ms Hazlehurst.  
 
“Nor are we convinced that Government’s proposal would mean we could maintain the capability and the capacity 
to deliver quality sustainable planning, management and operation of three waters services for our communities.”  
 

Rick Barker, Regional Council Chairman says councillors and council iwi representatives across the region share 
concerns that Entity C (the multi-regional entity, which would be responsible for Hawke’s Bay three waters 
service delivery under Government’s proposal) does not reflect geographies aligned with Ngati Kahungunu iwi 
affiliations, meaning the identity of mana whenua in Hawke’s Bay is likely to be lost in the proposed governance 
model and would not provide opportunities for Māori to contribute to decision-making.  
 
“That is why we are asking the Minister to engage with our iwi Chairs directly.” Mr Barker says.   
 
“We are also asking Minister Mahuta for the opportunity to consider our Hawke’s Bay regional option.”  
 
“Experience has shown us that when working together and to our respective strengths, local and central 
Government and iwi can complement each other to deliver better outcomes for all.”  
 
Government has not been clear on when community consultation on the proposed changes is likely to occur. 
Mayors have also asked the Minister for further time beyond the eight-week feedback period to discuss the issues 
with their local communities, because at this stage they don’t have the all the information to do so. The people of 
Hawke’s Bay need to understand the magnitude of the changes proposed and the impacts for them, and 
communities must have their say before Government proceeds any further.  
 
In the meantime, Councils are working towards submitting individual feedback to Government.  
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Details of the Government’s Three Waters Reforms are available at www.dia.govt.nz/Three-Waters-Reform-

Programme and Hawke’s Bay’s Three Waters Review at www.hb3waters.nz 

  

ENDS 

 

For further information: 

Toni Goodlass, Regional Programme Director, 027 254 6814, toni.goodlass@napier.govt.nz 

 

NOTE TO EDITORS  

 

 
 

 

Left to right: Craig Little, Mayor of Wairoa; Will Foley, Deputy Chair Hawke’s Bay Regional Council; Sandra 

Hazlehurst, Mayor of Hastings; Alex Walker, Mayor of Central Hawke’s Bay and Kirsten Wise, Mayor of 

Napier. 

 

 

 

 

http://www.dia.govt.nz/Three-Waters-Reform-Programme
http://www.dia.govt.nz/Three-Waters-Reform-Programme
http://www.hb3waters.nz/
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