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Local Water Done Well 
EM Decision Report 4 June 2025
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Key topics

▪ Regulations

▪ Funds from Operations (FFO)

▪ Nature Calls

▪ Impact on Council if joint WS-CCO option is chosen

▪ Benefits of options

▪ Household costs
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Regulation

How they will impact….

• Increased scrutiny on compliance and investment

• Ring-fencing will drive future investment into water infrastructure

• Doesn’t matter which option is chosen, regulation will be the same

• Costs incurred under an IBU will be higher due to additional reporting 
requirements on Water Services
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Funds From Operations (FFO)

# Water connections FFO to Cash Interest Coverage Ratio (times) FFO to Gross Debt Ratio

>5,000 2.0 12%

5,000 – 10,000 2.0 11%

10,000 – 20,000 1.75 10%

20,000 – 50,000 1.5 9%

>50,000 1.5 8%
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Impact of Nature Calls

• Modelled on LTP figures at $480m

• Sensitivity analysis around value of options EMs have been presented with

• Nature Calls decision unlikely to be made till 2026

• No matter what the cost is of Nature Calls – under an IBU or standalone 
WSCCO the revenue increase for consumers will be significantly higher in 
the short term
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Impact on Council – if a joint WS-CCO option is chosen

• Section 11 of the report

• Stranded overheads

• Impact to Councils revenue and debt
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Debt to Revenue Ratio – Comparison
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Annual Operating Revenue - Comparison
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Benefits of options
• Increased borrowing capacity depending on the option chosen

• The larger the scale, the greater efficiencies to be gained

• Effective and efficient management of increased regulatory reporting requirements

• Enhanced resilience in the face of growth

• Enhanced resilience to respond to operational requirements

• Increased opportunity for staff and ability to attract and retain a skilled workforce

• Increased certainty over long term investment pipeline 

• Ability to adapt to a changing priorities 

• Greater financial flexibility in the medium to long term

Challenges of options
• Balance of Council/shareholder expectations  

• Increased number of Iwi relationships

• The number of connections

• Cost of additional Regulatory compliance 

• Financial ring-fencing
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Household costs

* PNCC base case figures differ from those presented at the EM workshop 28th May due to inflation
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Questions?
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