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EXECUTIVE SUMMARY  

1 This report provides: 

• a summary of the services provided by 3 Waters – Water Supply, Wastewater and 
Stormwater. 

• an overview of the draft operating (opex) budget for year one of the 9 year plan for 3 
Waters  

• an overview of the variations from the year one budget for years two to nine for 3 
Waters. 

2 This report includes four attachments: 

i) Operating budget for 2025/26 (year one) – this details the movements from the 2024/25 
year 

ii) Operating budget for 2025/26 to 2033/34 (nine years) – this details the projected 
operating budget throughout the nine-year period 

iii) Funding Impact Statement for 2025/26 to 2033/34 (nine years) – this summarises the 
source and application of funding throughout the nine-year period 

iv) Schedule of Fees and Charges. 

3 The report asks the Council to adopt the draft operating budget and draft fees and charges for 
the purposes of developing the 9 year plan 2025-34 and consulting with the community. 

 

RECOMMENDATIONS 

That the Council: 

a) Adopts for the purposes of developing the 9 year plan 2025-34 and consulting with the 
community: 

i) The draft operating budgets and funding impact statement for 3 Waters as 
shown/amended at Attachments A, B and C. 

ii) The draft 2025/26 fees and charges schedules for 3 Waters as shown/amended at 
Attachment D. 
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BACKGROUND 

3 Waters – summary of services 

4 3 Waters comprises the following activities: 

Water supply 

5 The water supply service ensures that customers who are connected to the network have 
adequate quantities of safe water. This team collects, treats, and distributes water to 
customers in Dunedin, to maintain the health of the community and to support the local 
economy. The team complies with legislation such as the Water Services Act 2021, Health and 
Safety at Work Act 2015, Local Government Act 2002, Resource Management Act 1991, and 
Fire and Emergency New Zealand Act 2017. It also carries out education and promotion 
programmes, proactively detects leaks, and manages network extensions to non-reticulated 
areas. 

Wastewater (sewerage and sewage) 

6 The wastewater service involves collecting, treating, and disposing of wastewater from 
residential and commercial customers across Dunedin to protect the health of the community 
and the environment. This team complies with relevant legislation.  It carries out education 
and promotions programmes, manages network extensions to non-reticulated areas, and 
supplies wastewater samples to ESR for Covid-19 and narcotics testing. 

Stormwater 

7 The stormwater service collects rainwater from the roofs of houses and buildings, footpaths 
and roads, and diverts it to the ground, into waterways or the ocean to prevent flooding of 
properties and businesses. This team complies with relevant legislation.  It manages network 
extensions to non-reticulated areas, and upgrades and transfers private stormwater assets into 
the public network. 

OPERATING BUDGETS – 2025/26 

8 The 2025/26 draft operating budget for 3 Waters is $129.008 million. This is an increase of 
$2.965 million from the 2024/25 year. The following sections explain the revenue and 
expenditure changes from the previous year. 

Revenue 

Rates 

9 Rates revenue is $97.896 million. This is an increase of $12.767 million (or 15%) from the 
2024/25 year.    

External revenue 

10 Total external revenue is $8.748 million. This is an increase of $1.120 million from the 2024/25 
year, 15%. Water sales increase 15%, $849k, continuing a staged uplift in fees to contribute to 
the cost of treated water.  
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11 Trade and tankered waste increase $230k, based on forecasted actuals plus 5% CPI. General 
revenue, recoveries, connection fees and backflow charges increase by $79k, 5% in line with 
fees and charges uplift. 

Grants and subsidies – operating 

12 Total revenue from grants and subsidies (operating) is $38k. This is a decrease of $2k from the 
2024/25 year due to declining revenue from stock effluent discharge revenue. 

Grants and subsidies – capital 

13 Total revenue from grants and subsidies (capital) is $328k. This is an increase of $88k from the 
2024/25 year due to Better off Funding (BOF) programme changes. 

Internal revenue 

14 Total internal revenue is $1.988 million. This is an increase of $1.353 million from 2024/25 due 
to BOF. The BOF programmes for 2025/26 include: 

a) Future Development and Planning - $1.680 million for building infrastructure resiliency 
via hydraulic modelling, carbon, and infrastructure assessments to enhance and 
facilitate growth. 

b) Local Water Done Well - $123k to explore new organisational structures and to 
investigate financial and commercial considerations for delivery of water services. 

c) Infrastructure projects - $186k for system improvements, network resilience, growth, 
health and safety projects. 

Expenditure 

Personnel costs 

15 Personnel costs are $11.308 million. This is a decrease of $567k, -5% from the 2024/25 year. 
Explanation of changes to personnel costs are discussed in detail in the Chief Executive 
Overview Report that is on the agenda.  

Operations and maintenance 

16 Operations and maintenance expenditure is $18.268 million. This is an increase of $1.832 
million from the 2024/25 year.  Reasons include:  

a) Network maintenance costs increase $632k to incorporate maintenance contract cost 
changes. 

b) Establishment of infiltration and inflow reduction improvements across wastewater and 
stormwater networks increases costs by $500k. 

c) Plant maintenance costs increase $350k to account for increases in contract costs to 
maintain current levels of service.  

d) Increased maintenance budgets of $500k to reduce risk of equipment failure and non-
compliance with regulations such as drinking water standards, wastewater discharges, 
health and Safety impacts, odour, and noise complaints. 
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e) An increase of $196k for alignment of network water compliance testing, including 
cyanobacteria monitoring, to meet required levels and cost escalation. 

f) Grounds maintenance increases by $197k enabling cyclical safety related maintenance 
and contract alignment with current practice. 

g) Increases relating to the annual valuation process includes an increase of $60k. 

h) Reduced use and price of Co2 and coagulant in water treatment saves $246k. 

i) Re-categorising some CCTV inspection costs to capital projects and to Consumables and 
General costs reduces this budget by $334k. 

Occupancy costs 

17 Occupancy costs are $15.244 million. This is an increase of $626k from the 2024/25 year.  
Reasons include:  

a) Electricity prices across treatment plants and pumping stations are anticipated to rise by 
$516k due to price pressures and some new processes at the wastewater plants. 

b) Fuel costs decrease by $161k due to less incinerator usage at Tahuna WWTP. 

c) Insurance increases by $305k, 10.6%. 

d) Rates costs decrease by $37k. 

Consumables and general 

18 Consumables and general costs are $3.565 million. This is an increase of $1.808 million from 
the 2024/25 year and reflect the following changes:  

a) Consultancy costs for BOF projects increase by $937k. 

b) Government levies of $701k are introduced by Taumata Arowai (Water Services 
Authority $533k) and Commerce Commission Levies (MBIE $168k). 

c) Implementing the integrated systems planning core pathway programme increases 
engineering consultants by $221k.  

d) Software licence fees reduce by $45k. 

Internal charges 

19 Internal charge costs are $5.337 million. This is an increase of $383k from the 2024/25 year 
due to:  

a) Fleet and carpark charges increase by $226k due to increased fleet costs and a new Hiab 
canter crane truck for the network operations and maintenance department . 

b) Internal sludge and landfill costs increase by $84k due largely to price rises and return to 
normal usage of the Tahuna WWTP incinerator. This includes offset budget savings at 
the Green Island wastewater treatment plant.  
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c) Administration, property, and BIS charges increase by $75k, 2.9%. 

Depreciation 

20 Depreciation costs are $62.354 million. This is a decrease of $1.168 million from the 2024/25 
year. This decrease was the result of the 3 Waters asset valuation process. 

21 A separate 3 Waters valuation of reticulation assets was undertaken for the 9 year plan, to 
ensure the robustness of asset values to calculate depreciation. 

Interest 

22 Interest costs are $12.932 million. This is an increase of $51k from the 2024/25 year. The 
increase is due the level of capital expenditure and debt requirement. However, this has been 
partially offset by the reduction in the projected interest rate. 

BUDGET TRADEOFFS 

23 Several potential trade-off opportunities were identified, along with several potential 
operational improvements that are already underway and are expected to realise cost savings. 
If operational cost savings continue to be sustainable then these will be used to fund items 
which had been identified as potential trade-offs. 

a) Operational improvements which may provide cost savings include:  

i. Optimisation of the Mt Grand Water Treatment Plant to increase summer 
production rates. 

ii. Optimisation of the Tahuna sludge furnace to increase sludge destruction rates 
reducing diesel use and residual sludge disposal costs. 

b) Items which rely on other budget savings being realised for funding include:  

i. Operational improvements to SCADA and Asset Management systems beyond 
those currently included in SCADA maintenance budgets or the capital 
programme. The need for this and magnitude of operational cost is yet to be fully 
determined and is subject to future project decisions – estimated as 
approximately $700k.   

ii. Smart meters – operational cost allowance associated with additional smart 
metering – approximately $300k. 

FEES AND CHARGES – 2025/26  

24 Fees and charges for 3 Waters have generally increased by 5% to reflect inflationary cost 
increases across the 3 Waters network. There are some exceptions:  

a) City-wide unit rates for trade waste have increased by between 7% - 9%, $0.01 - $0.03 to 
reflect increased costs.  

b) Water supply backflow prevention programme fees have increased by 8% or $10.56 for 
the backflow preventer test fee and by 10% or $8.27 for rescheduled tests, to reflect 
increased costs.  
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c) Central water scheme tariffs have increased by 15% or $0.02 for the supply of bulk raw 
water per cubic meter, and $0.33 for the supply of treated water per cubic meter to 
reflect increased costs of distributing and treating water.   

OPERATING BUDGETS – YEARS 2-9 

25 The 2025/26 operating budget has been inflation adjusted for years two to nine.  

26 A provision has been made for additional staff and audit costs in relation to the new 
regulations from Local Water Done Well. Under the current and proposed arrangements for 
the new water services system, there will be further regulatory requirements for 3 Waters. 
These include separate statutory financial reporting, external audit, billing and associated 
administration. An uninflated amount of $395k for year 2 (2026/27) has been included then 
increased to $890k per year from year 3 (2027/28) onwards. 

27 The 3 Waters operating budget is projected to be fully funded by year 3 (2027/28). To fully 
fund operating expenditure and achieve a balanced budget (excluding development 
contribution revenue and vested assets), a consecutive rate increase for 3 Waters of 15% in 
both the 2026/27 and 2027/28 years has been included. 

28 New capital and growth expenditure for 3 Waters totals $491.004 million over the 9 year 
period. A 2% allowance of this capital cost has been factored in for additional maintenance. 
This cost grows throughout the 9 year period and equates to a total cumulative cost of $8.987 
million, being $0.475 million in 2026/27 (year 2) and increasing to $1.166 million in 2033/34 
(year 9). 

29 The BOF programme will be completed in 2026/27 (year 2). Associated expenditure and 
revenue has been adjusted in accordance with the current allocation, ending at 30 June 2027. 

ZERO CARBON 

30 The 3 Waters activities account for a significant proportion of the DCC’s emissions footprint 
and contributes to city emissions.  The 3 Waters group is leading several Zero Carbon Plan/DCC 
Emissions Management and Reduction Plan projects, including reducing stationary diesel use 
at wastewater treatment plants, exploring options for a long-term biosolids solution, and 
wastewater treatment emissions reduction projects.  

31 The draft operating and capital budgets include provision for projects that will improve energy 
efficiency and emissions reduction at certain facilities. This, along with alignment with the Zero 
Carbon Policy, will reduce emissions from operations over the term of the 9 year plan, 
however these gains may be offset by network growth.  

Signatories 

Author:  John McAndrew - Acting Group Manager, 3 Waters 
Authoriser: David Ward - General Manager, 3 Waters and Transition  

Attachments 

  
  



 
COUNCIL 

28 January 2025 
 

 
3 Waters - Draft Operating Budget 9 year plan 2025-34 Page 7 of 19 
 
 

SUMMARY OF CONSIDERATIONS 
 

Fit with purpose of Local Government 

This decision enables democratic local decision making and action by, and on behalf of communities 
and promotes the social, economic, environmental and cultural well-being of communities in the 
present and for the future. 

Fit with strategic framework  

 Contributes Detracts Not applicable 
Social Wellbeing Strategy ✔ ☐ ☐ 
Economic Development Strategy ☐ ☐ ✔ 
Environment Strategy ✔ ☐ ☐ 
Arts and Culture Strategy ☐ ☐ ✔ 
3 Waters Strategy ✔ ☐ ☐ 
Future Development Strategy ✔ ☐ ☐ 
Integrated Transport Strategy ☐ ☐ ✔ 
Parks and Recreation Strategy ☐ ☐ ✔ 
Other strategic projects/policies/plans ✔ ☐ ☐ 

3 Waters activities contribute primarily to the objectives and priorities of the above strategies. 

Māori Impact Statement 

Council budgets impact broadly across all Dunedin communities including Māori. The adoption of Te 
Taki Haruru – Māori Strategic Framework signals Council’s commitment to mana whenua and to its 
obligations under the Treaty of Waitangi.  Mana whenua and Mataawaka will have the opportunity to 
engage in the 9 year plan consultation process.. 

Sustainability 

3 Waters activities take into account the Council’s approach to sustainability.  Major issues and 
implications for sustainability are discussed in the Infrastructure Strategy and financial resilience is 
discussed in the Financial Strategy. 

Zero carbon 

The draft operating budget has implications for DCC and city emissions, as described in the body of 
the paper. 

LTP/Annual Plan / Financial Strategy /Infrastructure Strategy 

This report provides draft budgets for 3 Waters to include in the 9 year plan. 

Financial considerations 

Financial considerations are detailed in this report. 

Significance 

The draft budgets are included in the development of the 9 year plan 2025-34 which is consulted on 
using the special consultative procedure. 

Engagement – external 

There has been no external engagement in developing the draft budgets for 3 Waters. 
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SUMMARY OF CONSIDERATIONS 
 

Engagement - internal 

Councillors and staff from across council have been involved in development of the draft budgets. 

Risks: Legal / Health and Safety etc. 

There are no identified risks. 

Conflict of Interest 

There are no known conflicts of interest. 

Community Boards 

Projects identified in Community Board plans have been considered in the development of the draft 
budgets. Community Boards will be consulted on the 9 year plan 2025-34. 
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