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Kāpiti Coast District Council 

Notice is hereby given that a meeting of the Kāpiti Coast District Council will be held 
in the Council Chamber, Ground Floor, 175 Rimu Road, Paraparaumu, on Tuesday 
27 May 2025, 9:30 am. 
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Deputy Mayor Lawrence Kirby Deputy 
Cr Glen Cooper Member 
Cr Martin Halliday Member 
Cr Sophie Handford Member 
Cr Rob Kofoed Member 
Cr Liz Koh Member 
Cr Jocelyn Prvanov Member 
Cr Kathy Spiers Member 
Cr Shelly Warwick Member 
Cr Nigel Wilson Member 
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1 NAU MAI | WELCOME 

2 KARAKIA A TE KAUNIHERA | COUNCIL BLESSING 

I a mātou e whiriwhiri ana i ngā take kei 

mua i ō mātou aroaro 

  

E pono ana mātou ka kaha tonu ki te 

whakapau mahara huapai mō ngā hapori e 

mahi nei mātou.  

  

Me kaha hoki mātou katoa kia whaihua, 

kia tōtika tā mātou mahi, 

  

Ā, mā te māia, te tiro whakamua me te 

hihiri  

  

Ka taea te arahi i roto i te kotahitanga me 

te aroha. 

  

As we deliberate on the issues before us,  

  

  

We trust that we will reflect positively on the 

communities we serve.  

  

 

Let us all seek to be effective and just,  

  

  

So that with courage, vision and energy,  

  

 

We provide positive leadership in a spirit of 

harmony and compassion. 

3 WHAKAPĀHA | APOLOGIES  

4 TE TAUĀKĪ O TE WHAITAKE KI NGĀ MEA O TE RĀRANGI TAKE | 
DECLARATIONS OF INTEREST RELATING TO ITEMS ON THE AGENDA 

Notification from Elected Members of: 

4.1 – any interests that may create a conflict with their role as an elected member relating 
to the items of business for this meeting, and 

4.2 – any interests in items in which they have a direct or indirect pecuniary interest as 
provided for in the Local Authorities (Members’ Interests) Act 1968 

5 HE WĀ KŌRERO KI TE MAREA MŌ NGĀ MEA E HĀNGAI ANA KI TE RĀRANGI 
TAKE | PUBLIC SPEAKING TIME FOR ITEMS RELATING TO THE AGENDA 

6 NGĀ TAKE A NGĀ MEMA | MEMBERS’ BUSINESS  

(a) Leave of Absence 

(b) Matters of an Urgent Nature (advice to be provided to the Chair prior to the 
commencement of the meeting) 
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7 PŪRONGO | REPORTS 

7.1 LOCAL WATER DONE WELL DELIVERY MODEL 

Kaituhi | Author: Tamara Silk, Executive Assistant 

Kaiwhakamana | Authoriser: Sean Mallon, Group Manager Infrastructure and Asset 
Management  

 TE PŪTAKE | PURPOSE 
1 This paper seeks a decision by the Council on the future direction for the delivery of water 

services for Kāpiti Coast District Council and for this decision to inform the Council’s Water 
Services Delivery Plan. 

HE WHAKARĀPOPOTO | EXECUTIVE SUMMARY 

2 Kāpiti Coast District Council consulted on two potential future water services delivery models, 
as required by the Local Government Water Services Preliminary Arrangements Act 2024.   

3 Option 1 is to remain as an in-house business unit (with some changes), which was Council’s 
preferred option, and option 2 “The Four” was to set up a jointly owned council water 
services organisation with Horowhenua District Council (HDC), Manawatu District Council 
(MDC), and Palmerston North City Council (PNCC). 

4 Council consulted on these options from 10 March to 13 April 2025 and received 521 
submissions. A hearing was held on 1 May 2025 for six people who wished to speak to their 
submission. All submissions were reviewed and analysed by independent public consultation 
experts, Public Voice, and a summary of submissions report was provided. 

5 94% of submissions supported option 1, the in-house model, with 6% supporting option 2.  
Preferences for option 1 were closely represented across all age groups, property ownership, 
location and ratepayers and non-ratepayer groups.  

6 197 out of the 521 submissions received also included additional comments which have 
been grouped into themes. 182 comments focus on the strengths of option 1, with 5 
comments indicating concern. 16 comments focussed on the strengths of option 2, with 125 
highlighting concerns. The full analysis is contained in the independent Summary of 
Submissions Report attached (Attachment 3). 

7 Iwi representatives of Te Whakaminenga o Kāpiti also expressed their support for option 1 
(in-house business unit) for water management in their hāpori. 

8 Submitters were also asked to rank priorities when deciding on their preferred option. Safe 
and reliable water services ranking the highest (89%), followed by public ownership (81%, 
financial sustainability (69%), resilience (61%), local priorities (52%), and mana whenua 
aspirations (40%). 

9 The advantages and disadvantages of each option remain unchanged from the original 
assessment used to determine the preferred option for consultation.  However, with MDC 
resolving to retain water services in-house on 15 May 2025 they are now excluded from the 
four-council model (Option 2). This means the average cost of water services for the 
remaining three councils will now be higher than originally modelled. 

TE TUKU HAEPAPA | DELEGATION 

10 Under section A.1 of the 2022-2025 Triennium Governance Structure and Delegations, 
Council has authority to consider this matter. 
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TAUNAKITANGA | RECOMMENDATIONS  

That Council: 

A. Receives this report and associated attachments, including the Summary of Submissions 
Report by independent public consultation experts, Public Voice. 
 

B. Notes that Council must submit a Water Services Delivery Plan and accompanying 
Implementation Plan to the Secretary for Local Government by 3 September 2025 under 
the Local Government Water Services Preliminary Arrangements Act 2024 (Preliminary 
Arrangements Act). 
 

C. Notes that Council must set out the proposed model for water services delivery in its Water 
Services Delivery Plan. 

 
D. Notes that before deciding on its water services model, Council has consulted on two water 

services delivery model options in accordance with the streamlined arrangements in the 
Local Government (Water Services Preliminary Arrangements) Act 2024, being an internal 
business unit (Option 1 the preferred) and a joint council owned organisation with 
Horowhenua District Council, Manawatu District Council, and Palmerston North City 
Council (Option 2 “the Four”). 
 

E. Notes the findings of the Summary of Submissions Report by independent public 
consultation experts, Public Voice. 

 
F. Resolves to retain an in-house business unit (Option 1 in the consultation document) as 

the proposed water services delivery model (as per option A). 
 

G. Directs the Chief Executive to prepare and certify a Water Services Delivery Plan for 
Council consideration, adoption, and submission with the in-house business unit as the 
proposed water services delivery model. 

 

TŪĀPAPA | BACKGROUND 

11 The Local Government (Water Services Preliminary Arrangements) Act 2004, the second 
part of legislation delivering the government Local Water Done Well policy, came into effect 
in early September 2024. 

12 The legislation set minimum requirements for service delivery models that include.  

12.1 new economic, environmental and water quality regulations  

12.2 a new planning, reporting and accountability framework  

12.3 financial sustainability requirements  

12.4 new statutory objectives consistent for all water providers  

12.5 restrictions against privatisation.  

13 The Act also requires all councils to prepare a Water Services Delivery Plan (WSDP) and 
submit the plan to the Department of Internal Affairs (DIA) for approval no later than 3 
September 2025. Councils must also give effect to approved WSDPs.  

14 Under the Act a key decision required of councils when preparing a WSDP is whether to 
continue delivering services through existing arrangements (colloquially known as the ‘status 
quo’) or enter a joint arrangement with other councils.  The council can also decide to change 
the operating model and create a stand-alone or joint Water Services Council Owned 
Organisation or another suitable model such as consumer trust or shared services. 

15 The Act also provides a streamlined consultation process for Water Services Delivery Models 
as an alternative to the Local Government Act.  This allows councils to consult on at least 
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two delivery models rather than all practicable options required by the Local Government Act. 
The process must identify the existing arrangement and at least one other, such as a joint-
owned water organisation or other joint arrangement.  

16 In all cases the revenues, assets, expenses and debt of water services must be separated or 
ringfenced from all other Council services. This means that revenue captured for the 
provision of 3 waters service must only be used to fund those services.  

17 In December 2024, the Government introduced further detailed legislation, the Local 
Government (Water Services) Bill, “Bill 3”, which is expected to be enacted by mid-2025.  
This establishes the enduring settings for the new water system including the economic and 
regulatory oversight functions. 

Water Services Delivery Model options considered and discounted 

18 In May 2024, the Council signed a Memorandum of Understanding (MoU) with the eight 
territorial authorities in the Greater Wellington Region, Greater Wellington Regional Council 
(GWRC), and HDC to work in a collaborative, non-binding project to recommend a "best for 
region” water services delivery model for the Wellington Region councils and HDC.  

19 Phase one of the project was completed in October 2024, recommending a joint council-
owned company with vested ownership of all regional water assets, revenues and liabilities 
as the best model for the future delivery of water services.   

20 In December 2024, the Council resolved to exit the joint Wellington Region Water Services 
Delivery Plan project and any further development of this option for Kāpiti. At that time, the 
Council also resolved to exclude several other options from further consideration, including 
advice and service-only water organisation options, a single Kāpiti District-only water 
organisation, and consumer trust models. 

21 Subsequently, the Council examined two options to establish a joint council-owned water 
organisation: one with HDC and another with Horowhenua and MDC and PNCC, as potential 
alternatives to the in-house business unit. 

22 In February, the Council agreed to remove the HDC joint water organisation option from 
further consideration as it didn't provide the benefits of scale available from the four-council 
organisation option and presented higher initial average costs than both the in-house 
business unit and the four-council option with Horowhenua, Manawatu Districts and 
Palmerston North City councils. 

23 Independent consultancy firm Morrison Low Ltd has assisted Council with investigating and 
modelling the various service delivery models outside the Wellington regional project.  Refer 
to Morrison Low Four Council LWDW financial modelling report (Attachment 1). 

Community Consultation 

24 On 6 March 2025, the Council resolved to consult on two water services delivery model 
options. Option 1, retaining an in-house business unit (with some changes) and option 2, 
establishing a joint council-owned water organisation with HDC, MDC and PNCC.  The 
Council also resolved to adopt option 1, the in-house business unit, as its preferred water 
services delivery model (Attachment 2) 

25 The two options were qualitatively evaluated against the identified priorities to provide an 
overview of their attributes to meet Kāpiti expectations for its future water services.  The 
advantages and disadvantages of each were explained in the consultation document, and 
the modelled financial performance over time and at 10 and 30 years was set out.  

26 The consultation was open from 10 March 2025 and closed at midnight on 13 April 2025. 
During this period, Council undertook extensive publicity, including community pop-up 
sessions in Ōtaki, Waikanae, Paraparaumu, Raumati, and Paekākāriki, direct 
communications to ratepayers via email and rates notices, a social media campaign through 
Council Channels, and a webinar in addition to the extensive information on the Council’s 
Have your say consultation platform. 
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27 521 submissions were received during the consultation period and a hearing was held on 1 
May 2025 for the six people who wished to speak to their submissions. 

28 All submissions were reviewed and analysed by Public Voice (independent public 
consultation experts), and the results of the option preferences, ranking of water services 
priorities, and qualitative analysis of the  feedback are provided in the attached report - 
Public Voice Summary of Submissions Report (Attachment 3). 

HE KŌRERORERO | DISCUSSION 

Assessment of the two options 

29 The considerations for an in-house business unit remain unchanged from those that 
underpinned it as the preferred delivery model option for consultation. Namely: 

29.1 The in-house business unit was assessed as meeting five of the six identified priorities. 
with some risk related to challenges with organisational resilience of a smaller water-
focused unit, both operationally and financially. 

29.2 The modelling demonstrates it as a viable, financially sustainable option projected to be 
around $600 less per customer on average than a four-council water organisation after 
ten years.  

29.3 The many advantages of the in-house model, include retaining direct local control of 
priorities, efficiencies in being part of the wider Council organisation, such as corporate 
services support, and being financial sustainability within the Council's borrowing limits 
of 280% of total council revenue.  

30 Conversely, the joint four council-owned water organisation: 

30.1 Met only three of the six priorities with challenges realising the aspirations of Mana 
Whenua, being less financially sound, with a higher projected average cost to 
consumers in the short to medium term until 2047 and with local priorities having to 
compete with other shareholder priorities in setting the direction and strategic priorities 
of any future organisation. 

30.2 Would require independent governance, which means a further layer of administration, 
monitoring, compliance, and reporting costs. 

30.3 Presented potential opportunities for economies of scale if efficiencies could be 
achieved.  However, the complexity of maintaining price differentials so Kapiti 
consumers weren't disadvantaged would reduce the likelihood of achieving all the 
potential economies of scale. 

30.4 Would have access to a higher debt capacity of 500% revenue-to-debt ratio and likely 
more favourable debt servicing arrangements. 

He take | Issues 

Results of the consultation 

31 The consultation identified that 94% of submitters were in favour of Council’s preferred option 
1, the in-house business unit with just 6% in support of option 2.  This was closely 
represented across all age groups, property ownership, location and ratepayers and non-
ratepayer groups. 

32 Regarding the ranking of priorities, Safe and reliable water services were ranked the highest 
(89%), followed by public ownership (81%), financial sustainability (69%), resilience (61%), 
local priorities (52%), and mana whenua aspirations (40%). 

33 Analysis of the feedback identified: 

33.1 182 submissions in support of the strengths of option 1, including having direct control 
of priorities, continuity of existing systems and expertise, recognition of past 
investments, general support sentiment and affordability. 
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33.2 5 submissions with concerns about option 1, including long-term economies of scale 
and managing unexpected large investments. 

33.3 16 submissions in support of the strengths of option 2, including enhanced resilience, 
cost efficiencies after 2047 and coordinated planning across catchments 

33.4 125 submissions with concerns about option 2, including subsidising other districts, 
high costs, reduced influence on local priorities. 

34 These results demonstrate strong support for the Council’s preferred in-house service 
delivery model, option 1 and little support for, a joint council-owned water services 
organisation, option 2. 

Manawatu District Council's Decision to adopt an in-house delivery model 

35 MDC resolved to adopt an in-house stand-alone model as its preferred model for delivering 
water services in the Manawatu District on 15 May 2025.  This means the joint four council-
owned water service organisation option is now not viable but there is still the potential for 
the remaining three councils to form a joint council-owned organisation.  

36 Excluding MDC from the four-council option (option 2) results in a higher average projected 
cost for the remaining three councils.  This is because Manawatu’s modelled costs were 
lower than the average for the full four council option. 

37 Additionally, without Manawatu, the size of any new joint council entity would be reduced, 
and the economies of scale potentially available through the four-council option would be 
less achievable. 

Price harmonisation 

38 One of the significant challenges with progressing a joint council-owned water services 
organisation for Kāpiti is the higher average cost for customers compared to the modelled in-
house option. 

39 If pricing were harmonised from day one, the average cost to Kāpiti customers would have to 
increase markedly over the early period of the new organisation to meet the establishment 
costs, additional costs for governance and management, and the level of revenue required to 
support debt. 

40 There have been no pricing or price harmonisation decisions, but a range of possible 
scenarios have been modelled including one where theoretically no council is worse off. This 
would require the new entity to maintain cost and price differentials, which would introduce 
significant complexities and likely reduce the potential for achieving economies of scale. 

41 This would also require higher-cost councils to pay higher costs until 2047, which is 
considered unlikely to be agreeable.  In any option short of this, Kāpiti customers would be 
paying more than they would otherwise be projected to under an in-house model. 

42 There is no certainty that a pricing differential arrangement could be developed or agreed 
upon, and this would delay the development of a Water Services Delivery Plan and most 
likely exceed 3 September 2025 the submission deadline. 

43 Advice received from the DIA at a recent regional meeting (08/05) in Palmerston North was 
that there was no longer an option for Councils to ask for an extension to the current 03 
September 2025 deadline for delivery of a WSDP. 

The standing orders relating to water services ownership and management and a 
referendum 

44 If Council adopt the preferred in-house delivery model (option 1) the matter of standing order 
9.16 provisions relating to any significant changes to water services delivery would not need 
to be considered in the decision. 

45 However, if Council decided to pursue option 2, and establish a joint council-owned water 
organisation with other Councils, it would need to consider how to address standing order 
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9.16 because it would require transferring water assets, debt and liabilities to any new 
organisation. The consultation document presented three potential options for this, including: 

45.1 Holding a referendum to further inform Council of the views of the community 

45.2 Update standing order 9.16 to remove the referendum requirement but retain the 75% 
majority vote for any decision to change the management or ownership of Kāpiti Coast 
water services 

45.3 Remove standing order 9.16 altogether and all its provisions. 

 
Ngā kōwhiringa | Options 

46 The decision before the Council is to adopt a preferred model for the future delivery of 3 
waters services for Kāpiti.  

Table 1: Recommended actions. 

Kōwhiringa | Options Hua | Benefits  Tūraru | Risks 

Option A (RECOMMENDED) 

Adopt the in-house business unit 
as the future delivery model for 
KCDC water services. 

The option is viable and has 
been modelled as financially 
sustainable. It meets five of the 
six priorities and presents the 
lowest average cost option until 
2047, when costs for the four-
council option are projected to be 
similar. 

The option doesn’t require 
significant investment or 
disruption to the organisation 
during setup. 

Higher resilience risk due 
to smaller size of 
organisation. 

 

Option B 

Resolve to pursue negotiations 
on arrangements to join a joint 
water services organisation with 
the remaining councils from the 
“Four Council” proposal 
consulted on.  

Potential long-term efficiencies 
from economies of scale.  

Potential reduced organisational 
resilience risks with a larger 
organisation 

Potential access to higher water-
specific debt limits. 

Public scrutiny of a 
decision that is contrary 
to the majority preference 
for option 1 that came 
through the consultation 
process. 

A favourable pricing 
differential might not be 
agreed, and consumers 
would face substantially 
higher water services 
bills. 

Exceeding the deadline 
for Water Services Plans 
to be submitted due to 
negotiations, regardless 
of the outcome with 
potential Government 
intervention. 

There may be a 
community expectation 
for further consultation on 
option 2 with fewer 
councils and a 
referendum. 
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Mana whenua  

47 Mana Whenua have actively participated in Council meetings and briefings to ensure a clear 
understanding of the implications of the Local Water Done Well policy and associated 
legislation.  In addition, Te Whakaminenga o Kāpiti was briefed on Local Water Done Well 
matters separately on 18 February 2025. 

48 Council’s Iwi Partnerships team have worked with representatives of Te Whakaminenga o 
Kāpiti who have expressed the significant cultural and spiritual value of wai for Mana 
Whenua, their responsibility for managing and protecting our water resources. 

49 Iwi representatives of Te Whakaminenga o Kapiti have formally expressed their support for 
maintaining the existing in-house model for water management in our hāpori.    

Panonitanga Āhuarangi me te Taiao | Climate change and Environment 

50 All future water services providers must account for mitigating or adapting to climate change 
effects as part of the long-term planning and development of any water services strategy.  

51 Therefore, the decision on a preferred future delivery model doesn’t impact climate change 
planning positively or negatively. 

Ahumoni me ngā rawa | Financial and resourcing 

52 Additional funding of $325,000 has been included in operational budgets for the 2025/26 
year to cover Taumata Arowai and Commerce Commission water levies, which commence in 
that year.  

53 Funding in year 2026/27 would need to be confirmed through the Annual Plan process. This 
would be dependant on the proposed model adopted by Council for delivery of the 3 water 
services. 

54 Those estimated costs of both options are included in the Morrison Low Four Council LWDW 
financial modelling report (Attachment 1).  

Tūraru ā-Ture me te Whakahaere | Legal and Organisational Risk 

55 Elected members have raised the potential liability risk for individuals and organisations that 
do not comply with proposed economic regulation for the sector, which will be regulated 
directly by the Commerce Commission.  

56 The Local Water Done Well legislation allows for various forms of economic regulation (price-
quality, quality and performance). The Local Government (Water Services) Bill 2024 (“the 
Bill”) expands on this to information disclosure and price threshold regulation.  This 
regulation will apply to both in-house delivery providers and water services organisations (i.e. 
CCOs). 

57 The provisions of the Bill engage the Commerce Act giving rise to the possibility of pecuniary 
penalties and offences. As currently drafted, there is a route to liability for all forms of 
regulation, except price threshold regulation, and the provisions are broad enough to 
potentially expose Councillors, directors and staff to different forms of liability. Information 
disclosure regulation is likely to be of low concern to Councils who currently discharge a 
range of other annual reporting requirements. 

58 While the final provisions remain a work in progress and could change, it is currently 
considered that the offence and pecuniary penalty provisions present a low risk to elected 
members. This is because it is considered unlikely that the Commerce Commission would 
pursue individual elected members in either a civil or criminal capacity due to collective 
decision-making in a Council setting. Initially, it seems likely that the Commerce 
Commissions will be focused on ensuring compliance with the new forms of economic 
regulation introduced, rather than on enforcement.   
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59 The Local Government Act 2002 provide broad indemnities for Elected Members discharging 
their duties in good faith within their authority. The notable exclusion to this indemnity in the 
Commerce Act is for cartel behaviour. 

60 The future economic regulation regime and Bill remain under development and therefore, it is 
unclear whether current provisions in the Bill will remain as proposed. The exact form of the 
information disclosure and revenue threshold regulations and how they will apply to local 
authorities and/or joint water services organisation has not yet been determined. This will be 
determined by the Commerce Commission after the Bill is enacted. As much of the detail 
remains unclear, the scope of actual liability risk will remain uncertain until these future 
decisions are made. Local authorities may have the opportunity for further input into these 
are work progresses.  

Ngā pānga ki ngā kaupapa here | Policy impact 

61 Council will continue to assess any policy impacts from the implementation of the Local 
Water Doing Well suite of legislation, particularly any implications from the adoption of the 
third bill into law, which is expected later this year. 

62 While not the preferred consultation option, any decision to pursue and establish a joint 
council-owned water services organisation would be a significant decision and would require 
the review of all policies and bylaws associated with water, wastewater, and stormwater 
management. 

 

TE WHAKAWHITI KŌRERO ME TE TŪHONO | COMMUNICATIONS & ENGAGEMENT 

Te mahere tūhono | Engagement planning 

63 Council was required to consult on the decision about Kāpiti’s future water services delivery 
model options under the Local Government (Water Services Preliminary Arrangements) Act 
2004.  

64 The consultation was open from 10 March 2025 and closed at midnight on 13 April 2025. 
During this period, Council undertook extensive publicity, including community pop-up 
sessions in Ōtaki, Waikanae, Paraparaumu, Raumati, and Paekākāriki, direct 
communications to ratepayers via email and rates notices, a social media campaign through 
Council Channels, and a webinar in addition to the extensive information on the Councils 
Have your say consultation platform. 

65 Staff have also been kept informed of Local Water Done Well developments and will 
continue to be updated as decisions are being made.    

Whakatairanga | Publicity 

66 Communications officers will prepare a media statement and supporting communications to 
confirm Council’s decision on a future water service delivery model for Kāpiti. A targeted 
communication will also be issued to those who took the time to make a submission during 
the consultation period.  

 

NGĀ ĀPITIHANGA | ATTACHMENTS 

1. Attachment 1 - Morrison Low Four Council LWDW financial modelling report FINAL ⇩  
2. Attachment 2 – Local Water Done Well – Consultation Document ⇩  

3. Attachment 3 – Public Voice - Summary of Submissions Report ⇩   
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 Morrison Low 1 

Updated Local Water Done Well Modelling  
Horowhenua, Kāpiti Coast and Manawatū District and 

Palmerston North City councils 

February 2025 
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© Morrison Low 

Except for all client data and factual information contained herein, this document is the copyright of Morrison Low. All or any part of 
it may only be used, copied or reproduced for the purpose for which it was originally intended, except where the prior permission to 
do otherwise has been sought from and granted by Morrison Low. Prospective users are invited to make enquiries of Morrison Low 
concerning using all or part of this copyright document for purposes other than that for which it was intended. 
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Introduction 

Purpose of this report  

In late 2024 Morrison Low provided support and advice to Palmerston North City and Manawatū, 
Horowhenua and Kāpiti District councils (referred to as the “Group of Four”) relating to Local Water Done 
Well.   Prior to Christmas 2024 each of the Councils individually identified a four-council water CCO as one of 
the options they would consult with their community on under Local Water Done Well.  Each Council also has 
other options identified for consultation.  

This report summarises recent financial modelling work commissioned by the Group of Four councils to 
update and review the data collected and analysed in previous studies.   

The intention was to update data and make adjustments to the modelling approach and assumptions for all 
of the options being considered by the four councils so that all four consultation documents are consistent in 
the information presented and the basis on which the information has been developed.  

This report sets that out in the following structure. 

• The main report ‘Regional Results’ sets out a comparison of each Council’s base case with the four 
council CCO including providing updated information around capital programmes, debt profiles, the 
impacts of economic and price regulation, impacts on commercial customers and introduces some 
scenarios for changing the time frame for harmonising prices or not harmonising prices at all. 

• Sensitivity analysis is set out in Appendix One. 

• Detailed financial modelling assumptions are outlined in Appendix Two. 

• Comparison of modelling approaches between Morrison Low and the Department of Internal Affairs 
is set out in Appendix Three. 

• Alternative scenarios (that do not apply to all of the councils) are set out in Appendix Four. 

• A data sheet providing all of the outputs as data is provided in Appendix Five. 

This updated report introduces new harmonisation scenarios in the main report. Specifically: 

• Price harmonisation starting in year 10 and taking 3 years 

• Price harmonisation starting in year 5 and taking 5 years, and 

• Scenarios where all council household charges are at or less than the Council Base Case price path 
creating a scenario where all households can benefit from a regional water CCO. 

This report shows that regionalising costs for three waters under a combined CCO covering all four councils 
immediately would mean that the costs of that service would increase in some areas and reduce in others. 
The report provides examples of ways in which this impact can be reduced by harmonising prices over time 
and/or using the savings created by a water CCO for the benefit of all customers of three waters services. 
The report demonstrates that should the four councils determine that a combined water CCO is the 
preferred delivery model for three waters services then there is opportunity to establish the CCO in a way 
that benefits all customers.  
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Economic and price regulation  

The requirement on councils to develop Water Services Delivery Plans is part of the transitional 
arrangements (under The Local Government (Water Services Preliminary Arrangements) Act 2004). This 
information will then be shared with the Commerce Commission as it works towards implementing the 
indicated economic regulation regime. 

The economic regulation regime is proposed under the Local Government (Water Services) Bill (Bill 3) 
currently before Parliament. This is expected to come into effect by mid-2025 and other aspects from 2026 
(revenue thresholds, quality regulation, performance, price quality).  

The settings for economic regulation are aimed at Water Service Providers (WSPs), including councils and 
water organisations, who are responsible for making core decisions about capital and operating expenditure, 
revenue recovery, and charging levels.  

The aim is to address water infrastructural challenges through influencing price and quality, protecting both 
consumer interests and promoting sufficient revenue recovery for investment and maintenance of water 
infrastructure.   

This will apply firstly to all local government drinking water and wastewater services, with some flexibility on 
stormwater to be added at a later date. 

This model is the extension of the existing economic regulation regime (which currently applies to electricity 
lines services, gas pipeline services, and airport services) in the Commerce Act 1986 to water services. The 
Commerce Commission (the Commission) will therefore be tasked with overseeing the economic regulation 
and consumer protection regime.  

The Commission will be provided with a range of tools (enforcement and regulation-making) to ensure that 
WSPs providers collect sufficient revenue and make efficient investment decisions to maintain and develop 
infrastructure. 

The Commerce Commission will have a number of options: 

• Information disclosure: local government water services providers must disclose information to 
promote transparency and inform the need for further regulatory intervention based on 
performance. 

• Revenue thresholds: revenue thresholds can be set by the Commission to ensure that WSPs collect 
enough revenue to operate, maintain and develop water infrastructure.  

• Quality standards: the Commission can set specific standards and performance requirements for 
WSPs aimed at quality improvements. 

• Price-quality regulation: a maximum or minimum revenue or pricing levels that WSPs can collect may 
be set ensuring that water services are delivered at a quality that communities expect.   

The Commission will also enforce financial “ringfencing” where revenue collected for regulated water 
services (initially drinking and wastewater) must be spent on water services along with financial penalties 
available if breached.   Noting the ringfencing is not by type of water, it is the waters package.  

In support of this economic regime, the proposed consumer protection regime will require the Commission 
to monitor the treatment of consumers by WSPs. Where there are existing issues revealed in information 
disclosures a range of additional regulations on complaints, dispute resolution may be deployed alongside, 
service quality guidelines and mandated service quality codes.  
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Regional results 

The following section presents the impact of creating a four-council water CCO on households that receive 
three waters services. All charts and figures are presented as nominal (or inflated) and as an average 
household charge excluding GST1. References to years are to LTP years unless otherwise stated. 

Modelling projections of future household costs over 30 years has an inherent and increased uncertainty 
over the long term.  Sensitivity analysis is contained in Appendix 1 to highlight which assumptions the 
modelling outcomes are most sensitive to changes in.  

A number of scenarios are also shown to demonstrate a range of possible outcomes that could be achieved. 
Results are shown in this report for: 

• A base case for each Council which assumes three waters services continue to be provided by each 
Council. 

• A regional household cost based on harmonising prices at the creation of the water CCO. 

• Scenarios where household costs for three waters are harmonised in the future using different 
timeframes. 

• Scenarios where household costs for three waters are harmonised based on no community paying 
more than the base case (i.e. so no community is financially disadvantaged). 

• A scenario where household costs for three waters are never harmonised and continue to be 
different in each council area in perpetuity.  

Ultimately how the CCO charges for three waters and how the financial benefits of the CCO model are shared 
will be a matter for the Councils (as owners to guide), the CCO itself and overseen by the Commerce 
Commission (economic regulator).  

  

 
1 In previous reports household charges have been expressed as Real (uninflated) and including GST 
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Three waters charges are harmonised at the start of the CCO 

The charts below presents the base case for each council against the average combined regional charge for 
the four council CCO.  

Figure 1 shows the average household charges across the ten-year 2024/25 Long Term Plan cycle and Figure 
2 across thirty years to 2053/54. In both cases household costs are assumed to be regionalised from the start 
of the CCO.  

Figure 1: Three waters household charges - base cases versus water service entity across 10 years  

 

The chart above shows most 58% of water consumers are likely to experience lower water bills under the 
four council CCO in 2028. 

For Horowhenua households the CCO represents a 29% decrease in charges on establishment, or an average 
of 21% across the seven years. 

Average household charges for Palmerston North City Council households reach the highest average increase 
in year 2032/33 with a 235% increase on 2024/25 charges. Across the seven years from CCO establishment 
the average household charges are 22% higher than under the CCO model. 

Manawatū District Council households are projected to have higher charges under the CCO model, averaging 
14% over the seven years from CCO establishment.  

Kāpiti Coast District Council households are also projected to have higher household costs under the CCO 
model during the initial 10 years averaging 17% over the seven years from CCO establishment. 
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Figure 2: Three waters household charges - base cases versus water service entity across 30 years 

 

By 2052 all councils would have water charges that are the same or higher than the average household for 
the four council CCO. 

The chart above shows most 89% of water consumers are likely to experience lower water bills under the 
four council CCO in 2048. 

Kāpiti and Manawatū have charges that are below the average household for the four council CCO. This 
changes by 2046 for Kāpiti and by 2052 for Manawatū.  

Modelling over 30 years shows that the entity is likely to remain more affordable for the majority of water 
consumers over the long term.   
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Three waters charges are harmonised using specific years as a target 

While the four council CCO price path is presented as an average charge across the combined regions in the 
Figures above, we note that this price path could instead be regionalised, or ‘harmonised’ over time (or not 
at all). 

In exploring this, each council’s base case for average household charges is compared against the four 
Council CCO:  

• Base case.  

• Price harmonisation for the respective council starting in year three of the CCO (2029/30) and taking 
three years to harmonise. 

• Price harmonisation for the respective council starting in year seven of the CCO (2033/34) and taking 
three years to harmonise. 

• Price harmonisation for the respective council starting in year ten of the CCO (2029/30) and taking 
three years to harmonise. 

• Price harmonisation for the respective council starting in year five of the CCO (2033/34) and taking 
five years to harmonise. 

They are presented to test whether altering the timeframe or ‘flatten’ the curve makes a difference to the 
outcome. They introduce a complexity that does not exist under the simple regionalised cost scenario but 
they are presented to demonstrate that different outcomes can be achieved with different approaches to 
pricing.  

The initial reduction in household charges under the harmonisation scenarios when compared to the base 
cases is driven in part by the reduction in total revenue required under the CCO model and the modelling 
approach which apportions revenue requirements to each council area and then to households, as opposed 
to the regionalising of costs where the revenue requirement is shared across all households equally 
regardless of location.   
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Kāpiti Coast District Council (KCDC) 

Figure 3: Kāpiti Coast average household charges – base case compared to three CCO scenarios 
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Horowhenua District Council (HDC) 

Figure 4: Horowhenua average household charges - base case compared to three CCO scenarios  
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Manawatū District Council (MDC) 

Figure 5: Manawatū average household charges - base case compared to three CCO scenarios 
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Palmerston North City Council (PNCC) 

Figure 6: Palmerston North average household charges - base case compared to three CCO scenarios 
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Harmonisation so households pay no more than base case  

Another approach is to harmonise the household charges over time and to use the financial benefits created 
by the CCO to mitigate cost increases so that households do not pay more than they otherwise would under 
each councils’ base case.  Again, this adds complexity to the operations of the water CCO but is used to 
demonstrate that different outcomes can be achieved.  

The chart below demonstrates that over time the CCO is expected to be a lower cost model for delivery three 
waters services than the individual councils combined. Initially there is an impact from financing efficiency 
that reduces the revenue required to support the combined debt. Operationally the CCO becomes more 
efficient and is more efficient at delivering capital and over time those efficiencies translate into lower 
operating costs than the individual councils combined. Over 30 years this is estimated at a total of $330M. It 
is this regional financial benefit that is shared across all council areas to the point of harmonisation.   

Figure 7: Comparison of annual revenue requirements ‘CCO v combined Councils’ 

 

Results of smoothing the harmonisation price path 

In these charts the council household cost price path for each council under a CCO scenario, until the point of 
harmonisation, is no more than that council base case. This example, which is simply one way in which this 
could be achieved, demonstrates that it is possible for a regional water CCO to deliver three waters services 
in a way that means no council customers pay more than they otherwise would.  

Scenarios based on a 20 and 30 year path to a regional price have been shown.
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Figure 8: Smoothed price path over 20 year v base case 
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Figure 9: Smooth price path over 20 years 
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Figure 10: Smoothed price path over 30 year v base case 
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Figure 11: Smoothed price path over 30 year 
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Three waters charges are never harmonised 

This scenario assumes household cost are never harmonised.  Like the previous scenario this chart 
demonstrates that over time the CCO is expected to be a lower cost model for delivery three waters services 
than the individual councils combined, and this regional financial benefit is shared across all council areas to 
achieve a lower household cost for all councils.   

This scenario would add complexity to the operations of the CCO and there is significant uncertainty over 
whether a Water CCO could and would operate with such an approach to pricing over the long term but it 
does demonstrate that lower household costs for three waters can be achieved for all households.  In year 10 
household costs are projected to be lower in all council areas by between 2 and 4% and by year 30 that 
increases. Three waters household costs are lower in all council areas by between 10 – 12%.  
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Figure 12: Base Case v no harmonisation in perpetuity 
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Capital expenditure  

The chart below shows each councils’ capital expenditure under the base case compared to the CCO. In the 
short term the capital expenditure is higher as a result of initial establishment costs but over time the capital 
efficiencies reduce the value of the programme. 

The large peak of investment in the initial ten years is largely driven by the PNCC Nature Calls project.  

Figure 13: Total Capex - CCO versus councils’ base cases 

 

The charts shows some large peaks of expenditure for a number of councils over this period. These represent 
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• Horowhenua District Council – Growth related upgrades to the Levin Wastewater Treatment Plant 
and renewals for the Shannon, Foxton and Waitarere Beach Wastewater Treatment Plants in 
2044/2045. 

• Kāpiti District Council – A new water storage dam in 2050 through 2052. 

• Palmerston North City Council – The ‘Nature Calls’ project to upgrade the Palmerston North City 
wastewater treatment system. 

• Manawatū District Council – has recently undertaken major upgrade projects so no further peaks 
show over this period. 
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Debt  

The chart below shows each councils’ debt under the base case compared to the CCO. In the short term the 
debt is higher as a result of initial establishment costs and the CCO being more highly leveraged but over 
time the debt under the CCO is lower as a result of both capital efficiencies and lower borrowing costs. 

Figure 14: Total debt - CCO versus councils’ base cases 

 

Debt is assumed to be used to fund capital projects not otherwise funded by depreciation or development 
contributions as well as CCO establishment costs.  

All models are based on fully funding the depreciation charge and a break even accounting surplus. Cash flow 
from operations (effectively depreciation) is applied first to capital expenditure requirements and secondly 
to debt repayment. No specific rate is levied for debt repayment. If operating cash flows are insufficient to 
fund capital expenditure, borrowings are increased. Debt is managed against debt to revenue or FFO ratios 
as relevant.   
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Impact on commercial customers 

Morrison Low’s approach focussed on the impact of residential consumers, expressing the impact through an 
average household cost. While commercial revenue only accounts for approximately 15% of the total 
revenue of the CCO, it is still important to show the likely impact on commercial users.   

Commercial customers can vary significantly in size and scale and the associated cost for three waters varies 
accordingly. As a result we cannot simply express an average commercial charge, instead the chart below 
shows the impact on commercial customers by reference to the change in total revenue requirement from 
commercial customers over the 30 year period. This is then expressed as a likely change in % of commercial 
charges at the key years of year 10 and year 30. Implied in this is that the relative proportion of income from 
commercial customers remains similar, although any decisions like this would be made by the CCO.  

Figure 15: Movement in commercial users revenue ($000) 
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Appendix One –  Sensitivity testing  

A number of scenarios have been modelled for the four council CCO to test the sensitivity to various 
assumptions used. These are: 

• FFO to debt ratio2 at 8 % 

• Interest rate changes 

• Capital investment  

• Efficiencies  

FFO to debt ratio at 8 % 

Our base case modelling uses a conservative FFO ratio of 10%. This scenario tests the impact of using a more 
aggressive FFO ratio of 8% (still within the guidance as to what would be available to a combined council 
water CCO) on household costs. 

Figure 16: Impact of changing FFO percentage on CCO base case 

 

  

 
2 ‘Funds from Operations to debt’ is the covenant that LGFA has indicated will apply to jointly owned council water CCOs rather than 
debt to revenue which has commonly been applied to all of council debt 
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Interest rate changes  

Our base case modelling uses a long-term interest rate of 5%. Two scenarios have been modelled to test the 
sensitivity of higher (7%) or lower (3%) interest rates on household costs. 

Figure 17: Impact of changing interest rates on CCO base case 

 

  

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

2027/28 2030/31 2033/34 2036/37 2039/40 2042/43 2045/46 2048/49 2051/52

The Four CCO Base Interest rate high 7% Interest rate low 3%



ADDITIONAL KAUNIHERA | COUNCIL MEETING AGENDA 27 MAY 2025 

 

Item 7.1 - Appendix 1 Page 40 

  

 

 Morrison Low 23 

Capital investment  

Overall changes in size and scale of capital programme 

Our base case modelling uses the best available data for the council capital programmes. LTP’s and 
Infrastructure Strategies are the base with each Council given opportunity to update and adjust to reflect 
changes or additional investment not factored in at the time.  

Two scenarios have been modelled to test the sensitivity of higher (+30%) or lower (-30%) capital 
programmes.  

These results show the significant impact that the capital investment programmes have on household costs.  

The +30% scenario sees household costs increase by an average of 15% over the base case in the first ten 
years of the CCO and the -30% investment sees household costs being on average 15% less over the first ten 
years.  

Figure 18: Impact of changing investment on CCO base case 
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Change in size and scale of specific project  

The Nature Calls project is significant. Its scale dwarfs any other projects in the individual or combined capital 
programmes. Two scenarios have been modelled to test the sensitivity of this one project being more 
expensive (+30%) or less expensive (-30%) than expected.   

The results show how significant this single project is. The -30% scenario sees household costs reduce by an 
average of 5% over the first 10 years of the CCO and +30% sees costs increase by an average of 6% over the 
first 10 years.  

Figure 19: Impact of changes in costs of Nature Calls 
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The -30% nature calls scenario has been compared with the councils’ base cases in the Chart below including 
the impact on the PNCC base case of that scenario.  This demonstrates the scale of the impact on PNCC as 
well as on the CCO.  

Figure 20: Impact of Nature calls at -30% including changes in PNCC base case 
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Efficiencies 

Our base case modelling assumes that efficiency can be generated from the creation of four council CCO. 
14% capital and 13% operational are assumed to be achieved, introduced progressively from year 3.  

Two scenarios have been modelled to test the impact of achieving greater (150%) or lesser (50%) efficiencies 
on household costs. 

Figure 21: Impact of cost efficiencies on CCO base case  
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Appendix Two – Modelling assumptions  

Assumptions applied to ‘Base Case’ scenarios 

In order to enable a like for like comparison between regional delivery options and the existing delivery 
model, we have made adjustments to financial and capital investment programmes provided by each council 
as the ‘status quo’.  These adjustments ensure that differences between regional delivery models are not 
purely the result of a different approach to managing revenue, debt and expenditure, or differences to 
underlying assumptions across the individual models. 

It is also important to note that this also means that the comparator scenarios presented in our modelling 
may not mirror an individual councils’ current long term plan projections and some changes in household 
costs may be solely the result of the changes we have made to standardise the models.   

We have endeavoured to ensure that our approach aligns with the requirements of a water services delivery 
plan.  This means that some councils may wish to use the comparator case from this modelling as a starting 
point for a water services delivery plan (WSDP) for in-house delivery.  This is however a “best endeavours” 
approach, and councils may further refine capital programmes before preparing their WSDP. 

Where councils are undertaking detailed asset and investment planning work this should then be used to 
inform their WSDP.  

To assist councils in understanding the alignment of our comparator case with their own WSDP or LTP work, 
we have outlined the key adjustments and changes we have made below. 

Operating expenditure 

Our modelling of the comparator case scenarios for operating expenditure predominantly relies on each 
council’s own operating budgets, as provided through our information request.  Adjustments have been 
made to: 

• Reverse the impact of any internal transfers or overhead activities that occur between water, 
wastewater and stormwater activities.  We have retained overhead allocations from other council 
activities to/from each of the waters activities. 

• Recalculate interest costs based on any amendments made to the capital works programme (refer 
below) and any additional revenue generated in order to stay within borrowing limits. 

• Recalculate interest rates using a common interest rate across all councils.  The rate used will be the 
weighted average interest rate across the councils currently.  We have applied an interest rate of 5% 
in our modelling.  Interest is calculated off the previous year’s closing balance, meaning the effective 
interest rate is slightly lower than this when current year movements are considered. 

• Recalculate depreciation based on any amendments made to the capital works programme.  The 
depreciation rate applied to the recalculation is based on each council’s average depreciation rate. 
Depreciation rates are set at 1.48% for water supply, 1.62% for wastewater, and 1.32% for 
stormwater. 

• Assets are revalued at 2% per annum and depreciation recalculated based off revalued asset base 
(including additions). 

• Inflation is modelled at 2% per annum for years 11 – 30. 
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Capital expenditure 

Our modelling of the base case scenarios for capital expenditure focuses on ensuring that each council’s 
comparator case is able to meet the requirements of a water services delivery plan, being: 

• The requirement to meet all relevant regulatory quality standards for its water services. 

• The requirement to meet all drinking water quality standards. 

• Supports the territorial authority’s housing growth and urban development, as specified in the 
territorial authority’s long-term plan. 

• The need to demonstrate financial sustainability through: 

– generating sufficient revenue to ensure long term investment in delivering water services. 

– being financially able to meet all regulatory standards and requirements for the delivery of 
water services. 

All Councils have reviewed the capital programmes and made adjustments from the initial LTP and 
Infrastructure Strategy programmes.  

Renewals 

Water Services Delivery Plan templates indicate some of the key measures that DIA expect to be reported in 
relation to these tests, and therefore what may be expected by the Department.  In particular: 

• The need to report on combined capital expenditure versus depreciation, indicating a desire from the 
Department for capex to exceed depreciation.  We don’t anticipate this being an issue for any 
councils over the ten year period. 

• The need to report on an “asset sustainability index” which compares renewals expenditure with 
depreciation, and notably, where renewals expenditure is not equal to depreciation, why that 
approach is appropriate.   

• The need to report on an asset consumption ratio, and note why that ratio may deteriorate over 
time (if it does).  This is unlikely to be a problem for councils that are spending more than their 
depreciation on capital investment each year.  This ratio again is intended to ensure their adequacy 
of a renewals programme. 

All Councils have reviewed the renewal programmes and confirmed them as appropriate.  

No other changes have been made to renewals programmes in our base case other than changes applied 
through sensitivity testing. 

Upgrades 

Councils are also required to demonstrate and assert that their WSDPs contain sufficient investment to meet 
regulatory requirements and respond to growth.   

For all Councils our approach to reviewing this and making revisions to the status quo was to check with each 
council that: 

• Investment is provided for any drinking water treatment plants that are not currently compliant with 
Drinking water standards. We did not identify any significant missing expenditure through this 
process. 
 



ADDITIONAL KAUNIHERA | COUNCIL MEETING AGENDA 27 MAY 2025 

 

Item 7.1 - Appendix 1 Page 46 

  

 

 Morrison Low 29 

• Investment is provided for any wastewater treatment plants that have consents expiring during the 
period. We did not identify any significant missing expenditure through this process. 

• Any upgrade projects that have been deferred beyond the 10 year LTP period.  Where these are 
identified, we will confirm whether these should be moved back into the 10 year planning period. 

• In the case of KCDC additional upgrades were identified through a capex workshop that also 
identified additional opex that was added into the modelling. 

Growth 

For all Councils: 

• We sought confirmation that the growth investment proposed in the LTP responds to the WSDP 
requirements, and for any significant projects to be identified if they are not already identified in 
AMPs/LTPs. 

• We have not included any sensitivity testing on increased/decreased growth rates, however our 
model does allow for this to be completed if needed.  In our model, sensitivity testing of growth 
assumes planned capex scales proportionally to the change in the number of new properties being 
connected.   

• Scaling is applied to original growth capital expenditure forecasts at the same rate as the uplift or 
decrease in connections on an annual basis.  The cumulative impact of this is that if sensitivity testing 
results in 20% more properties over 10 years, the total capital expenditure will have been increased 
by 10%. 

• It is recognised that growth projects do not neatly scale in real life.  The scaling recognises that there 
is likely to be some uplift, or advancement of timing, and that, at the least, increased or decreased 
rates of growth impact the capacity life of infrastructure. 

Revenue 

Water Services Delivery Plan templates indicate some of the key measures that DIA expect to be reported in 
relation to these tests, and therefore what may be expected by the Department.  In particular: 

• A chart demonstrating projected revenue versus projected costs including depreciation, and net 
operating surplus or loss.  We anticipate that DIA are expecting revenue to at least equal total 
expenditure including depreciation based on the examples provided. 

• An operating surplus ratio.  DIA guidance notes that “Where this ratio percentage is negative, this 
represents the percentage increase required for revenues to cover costs”.  Costs in this ratio include 
depreciation. 

Based on these questions, and additional commentary within the WSDP templates, we intend to model 
status quo arrangements to be fully funding depreciation from the 2028 financial year onwards.  Councils 
that are not currently fully funding depreciation will be modelled to move to a fully funded scenario evenly 
over the remaining years. 

In addition, from 2028 and beyond: 

• Revenue has been modelled to “break even” before accounting for development contributions, 
vested assets and grants and subsidies.   
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• Additional revenue has been calculated to ensure that the council remains in borrowing limits.  This 
revenue line is recovered through water/wastewater/stormwater charges and is calculated to be no 
more than the amount needed to remain within agreed debt caps. 

• The additional debt repayment/control revenue is modelled to ensure that debt caps are not 
breached over the life of the modelling period, however the additional revenue is modelled over the 
entire modelling period, meaning revenue is collected in anticipation of debt otherwise exceeding 
limits.  This will impact price paths, where councils may have otherwise deferred increases in 
revenue to a later year than our modelling.  Our modelling smooths the impact of this increase. 

• Development contribution revenue has been modelled to scale proportionally with changes in 
growth capital expenditure.  Scaling is completed annually. 

Debt and borrowing costs 

Revisions to capital works programmes, revenue, and expenditure all impact the amount of debt required by 
councils to fund their three waters activity.  Our modelling recalculates three waters debt under the base 
case scenarios to ensure comparability with regional delivery models. 

To calculate debt, we have: 

• Assumed each councils’ starting debt position is correct. 

• Identified the cash surplus available from operations, development contribution receipts, and capital 
and operating subsidies. 

• Subtracted the cost of capital works from the cash surplus. 

• Identified ongoing working capital requirements and any shortfalls in cash balances to meet those 
requirements.   

• Where this value is negative, we have increased borrowings to fund the difference. 

• Where this value is positive, we have modelled a debt repayment. 

We have not assumed any “regular” debt repayments under a table loan facility.  Council’s typically borrow 
through bond issues that are repaid on maturity date.  Our modelling effectively assumes that these bonds 
are renewed if needed.  Our modelling also assumes that in any given year there will be sufficient bonds 
expiring that council will have the opportunity to repay debt if it holds surplus cash. 

Assumptions applied to base data 

We’ve also made the following minor additional assumptions to base data provided by Councils.  These 
adjustments impact projections in the “status quo” modelling. 

• The percentage of water, wastewater and stormwater revenue received from residential customers 
is assumed to be consistent with the percentage split across these activities as provided to WICS in 
their RFI of 2021. 

• Where specific projections of the number of connections has not been provided, we’ve assumed 
connection growth continues at the rate of growth in rateable units. 

• We’ve assumed the proportion of residential to non-residential customers is consistent with WICS 
RFI where detailed breakdown of these projections has not been provided.  

• In all models, we have assumed that council revenue and debt relating to non-three waters activities 
is unchanged under all investment scenarios.  That is, even where three waters investment, charges, 
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or debt increase, we have assumed that there is no consequential or offsetting reduction in the 
corresponding expenditure/charge for non-three waters activities. 

• In 30 years modelling, we have relied on capital programmes from infrastructure strategies or long 
term capital works plans provided to us by participating councils as the initial base. Each Council has 
reviewed and adjusted those based on changes since those estimates were made or confirmed them 
as still valid.  In the case of HDC the 30 year projections showed a considerable drop off in 
investment beyond year 10. Years 11 – 20 contain a total investment of 20% less than the first 10, 
and years 21 -30 represented a further 30% drop. To mitigate this we have modelled HDC annual 
capital investment over yeas 11 – 30 based on the mid-point between the original projections (low) 
and the average annual investment over years 1 – 10 (high). 

• Corporate costs, as provided, have been retained in the base case.  Some of these costs may 
represent “stranded overhead” in individual councils, however we note that the amount of cost 
allocated varies greatly across councils, and assessment of the amount of stranded overhead in each 
council would not be possible without a detailed assessment of the cost allocation and 
apportionment approaches used by each council.   

Harmonisation over time 

Under the scenarios where harmonisation occurs over time the following approach has been used 

• Period where household charges are not harmonised: Costs are initially apportioned to each council 
area in proportion to their share of the total revenue on Day 1 of the CCO, that amount is then 
apportioned across the number of connections in that Council area. 

• Period where all household charges are harmonised: Costs are apportioned based on the number of 
connections across the entire region. 

• Transitional period: Transition between the two different approaches as shown in the graphic below. 
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Harmonisation 

Year 1 of 
harmonisation 

Year 2 of 
harmonisation 
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CCO assumptions 

To create the CCO options we have modelled transitional and organisational costs based on a ground up 
approach.  The full details of costs included in our model are outlined below. 

Operating and capital efficiencies 

Efficiencies have been modelled using the efficiency data produced by the Water Industry Commission of 
Scotland (WICS) for the Department of Internal Affairs (DIA) as a base case, noting the following adjustments: 

• The total achievable efficiency identified by WICS were scaled back by 75% and this was compared to 
our bottom-up estimates of potential efficiencies for multiple council CCOs. These two approaches 
produced similar outcomes. Using that, Morrison Low then developed a population based scale for 
efficiencies using the logarithmic scale of connections approach of WICs, but not based on their 
estimated efficiencies.  This allows for cost effective and efficient estimates for indicative modelling 
such as that used in this report3. 

− KCDC, HDC, MDC & PNCC CCO: 14% capital and 13% operating efficiencies. 

• We’ve assumed that these efficiencies are achievable over a 10 year period, commencing two years 
after the establishment of the entity.   

• Efficiencies are assumed to arise from: 

– Ability to employ specialists that are otherwise contracted out at an individual level 

– Limited opportunities to combine networks 

– Spend to save investment due to increased borrowing capacity and improved asset 
management focus  

– Bundled procurement and panel arrangements. We have examples of where this approach 
has resulted in significant reduction of costs 

– Decreased competition for resources between councils 

– Increased market attractiveness  

– Reduction of duplicated systems, processes and roles  

– Streamlined investment decision making due to dedicated focus on three waters services 

• Efficiencies are less than the rate of inflation. Inflation (2%) is applied to all costs before any 
efficiencies are applied in the modelling. Efficiencies are applied at a compounding 1.21 capex and 
1.28 opex until they reach 14% and 13% respectively.  

• Sensitivity testing has been undertaken with 50% and 150% of the expected efficiencies being able to 
be realised.  

Borrowing 

The Government and the Local Government Funding Agency (LGFA) jointly announced that water entities 
would be able to borrow up to a 500% debt to revenue ratio.  The fine print of that announcement noted 
that entities will actually be measured based on an FFO to debt ratio, with the intention that lending 
covenants would be set at such a level that the entity could maintain an “investor grade” credit rating.   

 
3 These are rounded in the description below 

























































































































































































 

 

8 KARAKIA WHAKAMUTUNGA | CLOSING KARAKIA     

Kia tau ngā manaakitanga ki runga i a 
tātou katoa, 
 
Kia hua ai te mākihikihi, e kī ana 
 
Kia toi te kupu 
 
Kia toi te reo  
 
Kia toi te wairua 
 
Kia tau te mauri 
 
Ki roto i a mātou mahi katoa i tēnei rā 
 
Haumi e! Hui e! Taiki e! 
 

May blessings be upon us all, 
 
 
And our business be successful. 
 
So that our words endure, 
 
And our language endures, 
 
May the spirit be strong, 
 
May mauri be settled and in balance, 
 
Among the activities we will do today 
 
Join, gather, and unite!  Forward together! 

 


	Contents
	1	Nau Mai | Welcome
	2	Karakia a te Kaunihera | Council Blessing
	3	Whakapāha | Apologies
	4	Te Tauākī o Te Whaitake ki ngā Mea o te Rārangi Take | Declarations of Interest Relating to Items on the Agenda
	5	He Wā Kōrero ki te Marea mō ngā Mea e Hāngai ana ki te Rārangi Take | Public Speaking Time for Items Relating to the Agenda
	6	Ngā Take a ngā Mema | Members’ Business
	7	Pūrongo | Reports
	7.1  Local Water Done Well Delivery Model
	Recommendation
	Appendices
	Attachment 1 - Morrison Low Four Council LWDW financial modelling report FINAL
	Attachment 2 – Local Water Done Well – Consultation Document
	Attachment 3 – Public Voice - Summary of Submissions Report



