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WAIRARAPA 3X COUNCILS – WATER NETWORK ECONOMIC MODEL

COMPARISON TO THE REGIONAL MODEL

OUTPUT SUMMARY



INTRODUCTION  

• T h is  s l ide  pack  has  been prepared for  C ounc i l  o ff i cers  to  support  the i r  ind iv idual  
ana lys i s  and  preparat ion of  br ief ing  mater ia ls .

• To  fac i l i tate  informed dec i s ion -making ,  Grave lroad have  been engaged to  progress ive ly  
develop a  reg iona l  economic  m odel .  T he leve l  o f  deta i l  in  the  m odel  w i l l  inc rease  w i th  
each  phase o f  the  programme,  prov id ing  increas ing ly  ref ined ins ights  to  support  the  
c r i t i ca l  dec i s ions  at  the  requ ired m i lestones.

• We are  current ly  in  Phase  1 ,  w i th  m odel l ing  at  a  st rateg ic  leve l  o f  ana lys i s  to  support  
th i s  phase of  Counci l  dec is ion -making.

• Using  the  m odel ,  we  have  com pleted a  h igh - leve l  com parator  o f  loca l  C ounc i l  and  
reg iona l  water  ser v ice  var iab les .

• T h is  i s  ind icat i ve  on ly  – input  assum pt ions  w i l l  cont inue to  be  developed and  ref ined 
over  t im e.  



KEY ASSUMPTIONS AND CAVEATS

• C ompar ison:  th i s  counc i l  m odel  scenar io  has  been com pared to  the  latest  reg ional  m odel  
scenar io .

• To  ensure  an  “ apples  for  apples ”  com par i son,  key  data  inputs  for  m odels  have  been 
a l igned for  cons istency  ( interest  rates ,  com pl iance,  22 -year  network  recovery  per iod,  
pr i ce  r i se  rate ,  etc . )  

• Data inputs have  been conf i rmed wi th  C ounc i l  o ff icers .

• Uninf lated va lues have  be en use d.  A l l  p r i c e s  and  costs  a re  in  $FY24.

• In  add i t ion to  ex i st ing counci l  overhead for  water  ser v ice  de l ivery,  i t  should  be  noted 
that :

• add i t iona l  overhead would  be  requ ired to  com ply  w i th  economic  regu lat ion;  and

• add i t iona l  cap i ta l  i s  l i ke ly  requ i red for  m eter ing  so  that  network  qua l i ty  can  be  
m easured,  i f  not  a l ready  inc luded.

• Eff ic iencies :  the  reg ional  m odel  has  not  m ade  any  assumpt ions  or  a l lowance for  
eff ic iency  ga ins  at  th i s  phase.

• T he ca lculated pr ice i s  m odel led  based on  assum pt ions  and  i s  an  average per  connect ion 
– i t  i s  i l lust rat ive  on ly  and  i s  not  intended as  an  accurate  est imate  o f  ac tua l  pr i ce  
increases.  



MODELING OBSERVATIONS

• 26.7% of assets in the categories of poor and very poor condition is worse than the average for the region. 
This is notably better than DIA’s assessment of the assets, being Masterton 34%, Carterton 29%, and SW 14%.

• The high proportion of assets assessed in the categories of good or excellent condition (55.8%) means that 
bulk renewal of these assets will probably not be necessary over the next 20-30 years.

• The combined Wairarapa councils have the highest average water prices for the region, which means self -
funding of the network remediation occurs earlier than for the regional option.

• An additional cost of ~$6m pa to run a council owned CCO is included in the input costs. With 26.7% of assets 
classed as worn-out, the regulator will expect to see a plan for their renewal, and monitoring equipment to 
measure network performance. It is important these are fully costed in this +$6m pa increment.

• While the Debt-to-Revenue ratio is within the LGFA 5% limit, the FFO to Debt ratio, which is likely the actual 
criteria for CCO funding, falls outside of the required max FFO ratio of 9% in the initial years.

• Pricing for the combined Wairarapa councils is higher than for a regional model, both for network remediation 
and for long term sustainability. Indicative pricing summary:

Average Price ($FY24) Council Model (v3.14) Regional Model (v3.14)

Starting Price (FY25) $1,909 $1,711

Peak Price (~2036-2050) $5,017 $4,288

Long Term Sustainable Price $3,305 $2,622



INPUT DATA FOR MODEL

3x Council specific model Regional model



CASH USE

3x Council Water Entity

Regional Water Entity



PRICING

3x Council Water Entity

Regional Water Entity



DEBT

Council Water Entity

Regional Water Entity



STARTING ASSET CONDITION

3x Council Water Entity

Regional Water Entity



WORN-OUT ASSETS

Council Water Entity

Regional Water Entity



ESTIMATE FAULTS COST FROM WORN-OUT ASSETS

3x Council Water Entity

Regional Water Entity



CHANCE OF NETWORK CRITICAL FAILURE

3x Council Water Entity

Regional Water Entity



OUTPUT DATA FR0M MODEL

3x Council specific model Regional model
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