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REPAYING WATER SCHEME ACCOUNT DEFICITS
BY INCREASING CHARGES FOR USERS
Our Challenge:
All water supply schemes, excluding Kāwhia, have built up deficits over many years, which need to be
paid off.
What we have done up to now:
There are six water supply schemes in the District – two urban (Ōtorohanga and Kāwhia)
and four rural (Arohena, Ranginui, Tihiroa and Waipa). All schemes, except Kāwhia, have meters so
charging is based on a combination of a fixed fee and a variable fee based on the amount of water
used by each connected property. Properties in Kāwhia are charged a uniform fee (rate).
Each of the rural schemes has a committee overseeing its management and operation on behalf of all
the users connected to the scheme. The committee members are also water users on the scheme they
represent. The Ōtorohanga and Kāwhia schemes are overseen by their respective Community Boards.
These schemes are run independently as separate activities, each with their own accounts and level
of charges. Council staff look after the day-to-day operations and report to the committees about the
maintenance, compliance and other requirements necessary to the schemes operating, as well as costs.
Each year the committees look at the operating requirements and associated costs, and look at what
charges should be set for the coming year. Only the Council can set fees and charges for water, so the
committees make recommendations to the Council on the fees and charge for their scheme.
Over many years, each of the schemes has spent a little more on operational and maintenance work
each year than the revenue coming in. This is easy enough to do as a large part of the revenue is
assumed, based on what we think will be consumed.
What we are proposing to do in this plan:
Each scheme has built up a deficit in their account – see table below. The size of these deficits mean
a concerted effort is now required to pay them off.
Council’s
preferred
option

Water
Scheme

Deficit

Current
Annual
Meter
Charge*

Current
Volumetric
Charge cents/m3*

Option 1:
3-year
payback

Option 2:
5-year
payback

Option 3:
10-year
payback

This is the volumetric charge only
Ōtorohanga
(urban)

$507,787

$100.00
(proposed
meter charge
of $150)

$1.50

2022 = $1.82
2023 = $2.01
2024 = $2.22

2022 = $1.64
increasing per
annum to
2026 = $2.52

2022 = $1.52
increasing per
annum to
2031 = $2.80

Arohena
(rural)

$221,307

$595.18

$0.65

2022 = $0.90
2023 = $0.96
2024 = $0.99

2022 = $0.82
increasing per
annum to
2026 = $0.98

2022 = $0.76
increasing per
annum to
2031 = $1.06

Ranginui
(rural)

$148,749

$1,800.00

$0.48

2022 = $0.88
2023 = $0.90
2024 = $0.91

2022 = $0.73
increasing per
annum to
2026 = $0.81

2022 = $0.62
increasing per
annum to
2031 = $0.79

Tihiroa
(rural)

$132,975

$500.00

$1.29

2022 = $1.65
2023 = $1.71
2024 = $1.76

2022 = $1.56
increasing per
annum to
2026 = $1.77

2022 = $1.48
increasing per
annum to
2031 = $1.95

Waipa
(rural)

$292,882

$200.00

$0.80

2022 = $1.44
2023 = $1.56
2024 = $1.60

2022 = $1.25
increasing per
annum to
2026 = $1.48

2022 = $1.10
increasing per
annum to
2031 = $1.52

* Figures given exclude GST

Finding the right balance between the two charges is subjective, so we’ve be talking with the scheme
committees on what their preferred position is and we’ll get a recommendation from each on that.
Ultimately, we want to hear from scheme users about the right balance for them. The Council will consider
all views before making a final decision in June and sets the charges for 2021/22.

Water Scheme							

Size of Deficit*

											

(amount required to balance the account)

Ōtorohanga (urban)					

$507,787

Arohena (rural)							$221,307
Ranginui (rural)							$148,749
Tihiroa (rural)							$132,975
Waipa (rural)

						$292,882

*Estimated to 30 June 2021
NOTE: The Kāwhia Water Scheme is not here because it is not in deficit

Options
So, what are our options? Do nothing is an option, but not a realistic one – that’s ignoring the problem,
but it won’t go away. The outcome of the Government water reforms may see the responsibility for water
services transferred to a new entity. The practical options focus on the speed at which each deficit is paid
off. We’ve suggested 3 options:

Option 1:
Short term
3 years

Option 2:
Medium term
5 years

Option 3:
Long term
10 years

Council’s
preferred
option

Remember, water charges are made up of a fixed charge (referred to as the meter or supply charge) and a
variable charge based on cents per cubic metre of water consumed (referred to as the volumetric charge).
So, to reduce these deficits, we have the option of increasing the meter (supply) charge or the volumetric
charge, or both.
The table below sets out the 3 pay-back period options for each scheme. Our preferred option is a 5-year
payback period, with an increase in both the fixed and volumetric charges. However, for the purposes of
generating discussion and feedback, we’ve kept the meter charges at the current level
and only increased the volumetric charges.

