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INTRODUCTION

Tongariro National Park (“TNP”) is one of three World Heritage sites in New Zealand and attracts approximately one million visitors annually.

Whakapapa Village is one of the primary visitor entry points for the TNP. Further up Mount Ruapehu and at the base of the Whakapapa Ski Area 
lies Iwikau Village, comprising Ruapehu Alpine Lifts (“RAL”) and a number of ski club huts (“Iwikau Clubs”) which receives approximately 850,000 
visitors per year. Visitor numbers to the villages tend to be highest during winter months, however Whakapapa Village also attracts a high 
number of tourists during summer, with a large number of high quality walking trails starting in the village including the Tongariro 
Northern Circuit Great Walk. The two villages are zones of substantial development within the TNP.

The Department of Conservation (“DOC”) has responsibility for the provision of Local Body Services, which includes planning, 
maintaining and providing a number of core services within the two villages. These costs are recovered from 18 stakeholders 
located in the two villages (“the Stakeholders”).

The current cost recovery framework for these services was established under a Memorandum of Agreement (“MOA”) between the 
Stakeholders and DOC dated 5 March 2004. DOC with assistance from PwC, has formed this presentation which reviews the current
framework and provides a number of alternative options for cost allocation. This presentation is intended to be used by DOC and the 
Stakeholders to agree an equitable and transparent forward looking cost recovery framework. The framework identified 
will simply look to allocate costs going forward and will not seek to change incentives or the quantum of services used. PwC has also 
been requested by DOC to build a financial model to allocate local body costs between Stakeholders per the agreed forward looking 
framework (together “the Project”). 

PROJECT OBJECTIVES

PRESENTATION PURPOSE

This presentation addresses the first phase of the Project and reviews the current cost allocation framework, as 
well as providing alternative options for cost allocation.

Financial model built to 
reflect forward looking 

framework

DOC & Stakeholders to 
agree forward looking 

framework

Review current
framework & propose 

alternative options

INTRODUCTION
PRESENTATION OVERVIEW

Page 1



PRESENTATION OVERVIEW

STAKEHOLDERS 0

- Overview 03

Page 2

CONTENTS PAGE

CURRENT FRAMEWORK OVERVIEW
- Overview 05
- Operating costs 06
- Eruption detection system 07
- Historic capital investment 08

COST ALLOCATION ALTERNATIVES
- Overview 09
- User pays system 10
- General recovery system 11
- Capital expenditure 12
- Cost allocation alternatives – Summary 13

AORAKI / MOUNT COOK COMPARISON 0

- Local body cost review 4

NEXT STEPS
- Indicative project timeline 14

APPENDIX
- User pays system - Implementation 15
- General recovery system – Implementation 16



STAKEHOLDER OVERVIEW

The 18 stakeholders from whom DOC recovers costs within the current cost recovery 
framework are split by geography, with 2 located in Iwikau Village (RAL and Iwikau Clubs) 
and 16 are located in Whakapapa Village. The Iwikau Clubs stakeholder is considered a 
single large stakeholder for cost recovery purposes, whereas in reality this is represented by 
a consortium of all the ski clubs located in Iwikau Village. 

Historically the recovery of some operating costs for Whakapapa Village have been 
recovered on a “per bed”, or person-equivalent (PE) basis. The table opposite indicates the 
number of beds used for each stakeholder for this purpose. The MOA created 3 zones 
(A,B,C) where comfortable carry capacities were set for Whakapapa Village and the two 
Iwikau Village stakeholders (RAL & Iwikau Clubs) which are detailed below.

CHANGE IN STAKEHOLDERS

As far as DOC is aware there has been no change in stakeholder structure since the signing 
of the MOA in 2004, and there is currently no agreement in place for re-allocating cost 
should a stakeholder enter or exit the local body environment. DOC intend to agree with 
the Stakeholders a reallocation mechanism to avoid ambiguity should there be stakeholder 
movements under any future agreement. 

NAME DESCRIPTION # OF 
“BEDS”

% OF 
COSTS

IWIKAU VILLAGE (2 Stakeholders)

RAL Ruapehu Alpine Lifts N/A 45%

Iwikau Clubs Represents all ski clubs located in Iwikau 
Village

N/A 55%

IWIKAU SUB TOTAL 100%

WHAKAPAPA VILLAGE (16 Stakeholders)

DOC Department of Conservation Office 78 6.72%

Chateau Chateau Tongariro Hotel 380 32.76%

Skotel Hotel and backpacker accommodation 190 16.38%

WHP Whakapapa Holiday Park 175 15.09%

WHP Store General store located at the holiday park 4 0.34%

Tavern Tussock Tavern, a bar and restaurant 90 7.76%

Fergusons Fergusons Café 9 0.78%

RAL RAL office 60 5.17%

Transport Op Area designated for transport op (buses etc) 0 0.00%

IGNS Institute of Geological and Nuclear Sciences 2 0.17%

Fire Service Local fire station 4 0.34%

F&B Forest and Bird lodge 34 2.93%

Kristin Kristin ski lodge 32 2.76%

RSC Ruapehu Ski Club lodge 34 2.93%

THS Taumaranui High School lodge 36 3.10%

SUNZ Scripture Union NZ adventure lodge 32 2.76%

WHAKAPAPA SUB TOTAL 1160 100%

STAKEHOLDERS
OVERVIEW
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AREA A
Area A is zoned as being above the top 
of the Bruce Road reticulation. Costs 
are split between RAL (45%) and 
Iwikau Clubs (55%).

AREA B
Area B reflects works specific to 
Whakapapa Village, where connection 
costs are split amongst the 
Whakapapa Village stakeholders. 

AREA C
Area C was created for the upgraded treatment plant and discharge irrigation fields. 
Costs of this are split between stakeholders in the following near-equal splits: RAL 
(34%), Iwikau Clubs (33%) and Whakapapa Village (33%).



OVERVIEW

The Aoraki / Mount Cook Local Body Cost Recovery Framework in 2009 has been reviewed. Aoraki / Mount Cook Village 
possesses similar attributes to Whakapapa and Iwikau Villages, being a unique location with a unique working and living 
experience that is associated with high levels of capital and operating expense requirements. As with the Whakapapa and Iwikau 
Villages, DOC also has the responsibility to provide essential infrastructure and strategic services to the Aoraki / Mount Cook 
Village while recovering a fair and equitable amount from the Stakeholders to cover the expenses.

SIMILARITIES

Similar to Whakapapa and Iwikau Villages, historically the Aoraki / Mount Cook Village framework for local cost recovery was 
based on a general rate of allocation, using a person equivalent (PE) driver to apportion the various expenditure to be 
recovered.

FINDINGS 

The recommendation from the review was that the recovery policy should be based on the principle that the costs 
allocated to the Stakeholders are assigned directly to them where reliable information and technology allowed it to 
be possible. That meant a user pays method was recommended for the water supply, sewerage and refuse 
operating expenses. The remainder of the costs were recommended to be allocated on a general recovery policy, 
using the mechanism of property valuation or more specifically, capital value.

The findings of the Aoraki / Mount Cook Village review have been considered as a reference point when proposing 
cost allocation alternatives for Whakapapa and Iwikau Villages later in this presentation.

ALLOCATION 
FRAMEWORK

LOCAL BODY 
OPERATING COSTS

MULTIPLE 
STAKEHOLDERS

AORAKI / MOUNT COOK COMPARISON
LOCAL BODY COST RECOVERY REVIEW
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COST RECOVERY

DOC has the ability and authority to recover fair and reasonable cost (including capital charge and depreciation) for local body 
services and assets from Stakeholders that benefit from the provision of these services and assets. Through the Conservation Act all 
the major organisations and businesses using the community services are legally bound by their respective concession agreements to 
pay a fair and reasonable contribution for use of the services. DOC is also a stakeholder and contributes to the community charges.

The current charging mechanism is broken up by the three categories summarised below. 

CURRENT TYPES OF CHARGES

Operating costs have been broken up further into the following six categories: 

In addition to the six operating costs, there is a maintenance charge for the eruption detection system and historic capital
investment that has occurred since the MOA was signed.

FINDINGS

Several key issues have been identified with the current cost recovery and allocation framework. Firstly, there is a 
significant cost recovery shortfall that DOC is currently covering, however it is DOC’s intention to recover all 
operating costs going forward. There are also arguably fairer and more transparent methods by which costs could
be allocated between Stakeholders. Various cost allocation alternatives are explored and detailed later in the
Presentation.

The current cost recovery framework for the three categories of charges are summarised over the following pages. 

OPERATING 
COSTS

HISTORICAL CAPITAL 
INVESTMENT

ERUPTION 
DETECTION SYSTEM

CURRENT FRAMEWORK
OVERVIEW

• Refuse

• Water supply

• Public spaces

• Roading

• Sewerage

• Other
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OPERATING COSTS

The chart opposite provides a breakdown of the operating costs recovered 
by Stakeholders in the last two years against actual costs.

The recovery of operating costs are based on a budget totalling $423k. The 
quantum of this budget has not been revised for a number of years. In 2017 
total recovered costs were $443k, comprising of the $423k budget and an 
additional $20k for other expenses such as grease traps.

There has been a shortfall between actual cost incurred by DOC and that 
recovered from Stakeholders for a number of years. The total actual cost in 
2017 was approximately $511k, which represented a shortfall of $68k. In 
2016, the shortfall was approximately $138k. DOC has been funding this 
shortfall to date, however are intending to recover all costs incurred going 
forward.

UNRECOVERED OPERATING COSTS

There are a number of direct costs which are not included in the chart 
opposite due to these costs being coded to different operating budgets. 
Examples include direct admin, finance, operations manager and vehicle 
costs. DOC intends to correctly allocate these costs to the local body pool 
where appropriate going forward. 

In addition, there has historically been no allocation of corporate overheads 
to the local body pool, and therefore no recovery from Stakeholders for this 
expense. DOC will be assessing the appropriateness of applying a similar 
charge for the Whakapapa and Iwikau Village local body cost structure going 
forward. 

CURRENT FRAMEWORK
OPERATING COSTS

Note: 
(1) Other includes drinking water, landscape and development, public safety, public facilities,  
roading, non-specific costs and community services such as grease traps. 

RECOVERIES VS ACTUAL COSTS

Actual Operating Cost
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(1) 
+ $138k

2016 2017

+ $68k
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$436k $443k
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Refuse
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$511k

(1) 

Sewerage

Refuse

Other

ADDITIONAL EXPENDITURE

Over the last three years, DOC has spent approximately $1.2m on resource consents and has only recovered $100k in regards to the waste water treatment system 
that dates back to 2014. There is the risk that DOC could incur an additional $500k of expenses to attend the Environment Court and therefore may seek recovery of 
these costs from the Stakeholders.



EDS COST RECOVERYEDS SYSTEM

An eruption detection system (EDS) has been installed on 
Mount Ruapehu to provide early warning of an eruption. This 
was installed in 3 stages, with the first 2 stages being 
completed in 2010/11 and the third stage completed in 2013.

The EDS system cost allocation is unique compared to other 
operating costs as it is based on risk to life. RAL have 
therefore been allocated the majority of maintenance cost as 
operators of the ski field, which may attract 10,000 visitors on 
a busy day. DOC are comfortable with this current allocation.

The graph opposite summarises the annual EDS operating 
cost recovered each year ($62k p.a.) broken down by 
Stakeholder contribution. Similar to other recoveries, this is 
based on a budget that has not been reviewed for a number 
of years.

Actual EDS operational costs incurred by DOC for 2017 was 
$171k, creating a shortfall of $109k. The shortfall in the 
previous year was approximately $92k.

Total Iwikau 
Clubs

DOC 
Buildings

RAL Whakapapa 
Village 

(Exc DOC)

$62k split 
amongst 

the 
following:

4.5% 10.0% 80.1% 5.4%

CURRENT FRAMEWORK
ERUPTION DETECTION SYSTEM (EDS)
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OVERVIEW

There was significant capital investment into the wastewater 
treatment plant infrastructure in 2004, ahead of which the 
original MOA was put in place. Since this project an additional six 
infrastructure projects have been completed, four of which have 
had costs on charged to Stakeholders on the same basis as the 
MOA. DOC will continue to recover these costs as per the ongoing 
MOA.

The costs for the two most recent projects have not yet been 
recovered, however DOC intends to recover these costs. 

The chart opposite provides a summary of these historic charges 
comparing their original budgeted cost to the cost value per the 
asset schedule. Two investments have cost slightly more than 
anticipated, however DOC has absorbed these overruns (which 
they have no intention of retrospectively recovering for).

CAPITAL CHARGES

Historic capital expenditure has been funded by Treasury funds, 
creating a loan between the local body and Treasury which DOC 
administers. Capital charges are payable by DOC on these funds 
at a pre-market rate set by Treasury, currently at 6.0%. 

In 2017 capital charges totalled $421k, however this figure 
applied to capital expenditure incurred both pre and post the 
MOA. DOC only recover $88k of capital charges from the 
Stakeholders.

CURRENT FRAMEWORK
HISTORIC CAPITAL INVESTMENT

CAPITAL INVESTMENT SHORTFALL
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Historic costs recovered

Historic capex incurred

$234k to be recovered 
from Stakeholders for 

recent projects

RECREATIONAL ASSET COST RECOVERY

With regards to asset costs, clear definitions will need to be agreed as to what represents a 
recreational asset of a local body asset which likely includes a “measurability” test. 

At present DOC does not recover any recreational asset costs, despite some of these assets 
being of benefit to the community and in turn the Stakeholders. DOC intends to review this 
recovery framework for recreational assets going forward such as the entrance point of the 
Tongariro Northern Circuit Great Walk.



GENERAL RECOVERY SYSTEM

A general recovery system is typically more suitable for costs for which user-consumption is not easily 
measurable. Publicly available services fall under this umbrella. 

Three possible alternatives for allocating costs under this system are presented under the general recovery 
system that could be applicable for allocating Whakapapa and Iwikau Village costs. 

PRINCIPLES OF COST ALLOCATION

Two reputable guidelines for establishing cost allocation frameworks have been assessed, namely the Good Practise Guide for Charging Fees for Public Sector Goods 
and Services as released by the Office of the Auditor General in 2008, and the Guidelines for Setting Charges in the Public Sector as released by Treasury in April 2017. 
Both resources provide theoretical direction on setting charges with emphasis on “fairness”, “reasonableness” and “transparency” in the process of setting charges. 
However there are limited practical examples for guidance. 

The following section proposes cost allocation alternatives for the Whakapapa and Iwikau Villages. In our view, the most appropriate cost allocation framework would 
be one that allocates cost to Stakeholders on a basis directly proportional to their usage, which meets the principles of cost allocation outlined by the resources 
referenced above. A user pays system is such a framework. 

Where it is not practical or possible to allocate costs to Stakeholders directly based on their usage, or in situations where the transactional costs of implementing a 
user pays system exceed the benefit the system would provide, a general recovery framework would be more appropriate. 

We provide an overview of alternative systems below and further detail on their relevance for the recovery of costs incurred by the Whakapapa and Iwikau Villages on 
the following pages.

COST ALLOCATION ALTERNATIVES
OVERVIEW

USER PAYS SYSTEM

A user pays system is a pricing approach based on the premise that the most equitable way of 
allocating costs is when the user pays directly for the goods and services they consume. 

The basic principle of the system is those who do not use a service should not be obligated to 
pay for it. This particular system of allocating costs is best applied to those services that are 
easily and accurately measureable.
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OVERVIEW

User pays systems are regarded as being fair and equitable methods of allocating expenditure to be recovered, 
given the direct correlation between what a user pays and what a user consumes. It has become a generally 
accepted practice within New Zealand over the past 30 years for this reason, and is a cornerstone of the local 
cost recovery allocation framework for Aoraki / Mount Cook Village. 

Key features of a user pays system include:

For the Whakapapa and Iwikau Villages, a user pays system could feasibly be used for refuse, sewerage and the 
water supply costs given their key ability to meet a “measurability” test. Other operating costs, such as roading, 
would be very challenging to measure the use of (in this case under a toll system), and therefore would likely be 
more suited to a general recovery method for allocating costs for recovery.

COST ALLOCATION ALTERNATIVES
USER PAYS SYSTEM

The user pays system is 
equitable in that what the user 
pays is directly linked to the 
user’s usage. The intention is 
for the user to cover their own 
cost with no impact on or from 
other users.

EQUITABLE

Users can suffer from visitors 
using their facilities without 
permission, such as use of an 
outside tap or depositing 
rubbish in a users bin. It is 
generally accepted that the 
onus is on the users to monitor 
who uses their facilities. 

OUTSIDE USAGE

A user pays system relies on a 
user’s usage being accurately 
measurable. Forms of 
measurement can include 
water meter readings and 
weight/quantity of bags of 
waste collected. 

MEASURABLE
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Notes: Refer to Appendix 1 for details on how a user pays system may be applicable to several of the operating costs 
recovered for the Whakapapa and Iwikau Villages.



OVERVIEW

For costs that can not be effectively allocated based on a user pay system, a general recovery system would be more 
appropriate. Under a general recovery system, total expenditure would be allocated to Stakeholders based on a set allocation 
method. Three examples include a person-equivalent basis, revenue allocation basis, and property capital allocation basis as 
detailed further below: 

A person equivalent (PE) allocation system 
is currently used by DOC to allocate the 
larger amount of operating costs between 
stakeholders. The system is easy to 
administer, with the only requirement 
being to determine an outlining criteria for 
what is a ‘person equivalent’, i.e. a 4 
bedroom house is 5 PE, while a seat at a 
café is 0.5 PE.

PERSON EQUIVALENT ALLOCATION REVENUE ALLOCATION

Property capital (PC) allocation distributes expenses based on the capital or land value of each of the properties within 
the area. Capital value (CV) is more commonly used, vacant or unused land excluded, as they do not consume any of the 
services being allocated. This is a common practice among local authorities in New Zealand for allocating expenses that 
are difficult to assign or measure. 

PROPERTY CAPITAL VALUATION ALLOCATION

COST ALLOCATION ALTERNATIVES
GENERAL RECOVERY SYSTEM
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Revenue allocation (RA) will require each business to notify 
DOC of their revenue on a quarterly basis, which would be used 
to calculate a percentage of the total business for the area. This 
percentage would then be applied to the local body expenses 
for the quarter to determine their allocation of costs. This 
system would apportion more of the local body expenses to 
those Stakeholders who have a greater turnover and in 
theory, those who attract more visitors. However, not all 
Stakeholders may record revenue, such as IGNS or DOC.

Note: Refer to Appendix 2 for further detail on the three allocation bases under a general recovery system outlined above, 
including pros and cons of each approach and how the systems may be applied in the case of the Whakapapa and Iwikau 
Villages, particularly for costs not able to practically be allocated under a user pays model. 



PURPOSE

As Whakapapa and Iwikau Villages are poised for growth, new capital projects 
and capital maintenance expenditure will be required to ensure the areas are fit 
for purpose. An indicative business case has been drafted which outlines total 
infrastructure investment at approximately $13m over the next 8-10 years. 

COST ALLOCATION ALTERNATIVES
CAPITAL EXPENDITURE

Page 12

FUTURE CAPEX AND MAINTENANCE 
The $13m discussed above is to renew current 
infrastructure. It should be noted that many of the assets 
in the two villages are large infrastructural assets which 
have long useful lives and will not be required to be 
replaced frequently.

EMERGENCY CAPEX 
There have been instances in the last few years where 
emergency capital expenditure has been required, which 
DOC has absorbed the costs for such as burst water pipes. 
DOC intends to recover these costs going forward using the 
appropriate allocation systems for this type of expenditure.

STAKEHOLDER SPLIT 
Historic capital expenditure has been recovered through 
the area splits outlined in the MOA as discussed 
previously. However, going forward DOC intends to split 
the cost on the same basis by which operating costs are 
allocated – For example, sewerage capital expenditure on 
the same split by which sewerage operating cost is split.

RECOVERY
Historically DOC has provided the option for stakeholders 
to pay for the recovery of capital expenditure upfront. 
However, this has caused complications in accurately 
recovering actual costs for past capital expenditure. Going 
forward, DOC will only use the depreciation and capital 
charge recovery basis which is detailed below.

DEPRECIATION & CAPITAL CHARGE RECOVERY
Depreciation and capital charge recovery is a simple, 
transparent and easily administrated method of having 
stakeholders pay for community assets. Depreciation 
funding provides a mechanism for funding the 
replacement or renewal of capital assets over the period 
of their useful life, apportioning the cost evenly to 
stakeholders receiving the benefits. Capital charges reflect 
the cost of funding for local body assets. DOC is currently 
charged 6.0% on these funds by Treasury.

FORWARD LOOKING FRAMEWORK FOR CAPITAL INVESTMENT



Refuse Water Supply Sewerage Roading Public Spaces Other

User Pays

Person Equivalent 
Allocation

Property Capital 
Valuation Allocation

Revenue Allocation

KEY

Appropriate
Limited 

Appropriateness
Not Appropriate Current System

CAPITAL & OPERATING COSTS

OVERVIEW

The diagram below summarises the proposed cost alternatives against the six categories of operating costs that DOC recovers from the Stakeholders. The key 
summarises our view as to the level of appropriateness of each cost allocation method for each operating cost. DOC’s preference would be to recover depreciation 
and capital charges associated with capital expenditure on the same basis by which operating costs are allocated, which is the same methodology as used for 
Aoraki / Mount Cook Village.

Imposes the costs of refuse 
on those who use the 
service. Charged through 
bags or weight. Able to be 
implemented alongside 
scheduled refuse overhaul

Imposes the costs of water and sewerage to those who 
use the service. Charged by monitoring use through water 
meters. Requires water meters in place for all 
Stakeholders – This could practically be done alongside 
already scheduled water network works within the next 2 
years. An initial cost would be associated with 
implementation of the meters. 

Difficult to effectively apply 
a user pays model outside 
of a toll, for which the 
costs of implementing 
would likely exceed 
benefit, especially for a low 
cost. 

Difficult to effectively 
measure individual usage 
outside a coin operation 
on toilets. Again, costs of 
implementing would likely 
exceed benefit.

Not practical to measure 
individual usage for costs 
such as landscaping and 
development, therefore a 
user pays model is not 

considered appropriate.

The current method of allocation. However, allocation favours those with higher 
occupancy rates. Whilst this method can practically be implemented for these costs, 
these costs are measurable and could utilise a user pays method whereby costs are more 
directly allocated to the user.

Currently used allocation system. Possible method for these costs would require 
arbitrary person-equivalent rating be given to a number of Stakeholders for which there 
is no obvious basis. Getting Stakeholder agreement with the adopted person equivalent 
ratings may be a significant challenge. 

Possible method of allocation, however perhaps not the most ideal solution for these 
operating costs which can be reliably measured and allocated under a user pays system.

This system provides a proven proxy for allocating costs that cannot be practically 
allocated under a user pays system. The Capital Value for each Stakeholder is generally 
updated by the local regional council every three years, which minimises transaction 
costs. Would make for a fair, reasonable and transparent system in our view giving the 
circumstances. 

Possible, however it would be highly unusual to allocate local body costs effectively using a royalty rate system. Issues with this system include not all Stakeholders operate 
businesses (such as IGNS and DOC) and as such do not record revenue, and that the system requires Stakeholders reveal their revenue on a periodic basis which may be met with 
uneasiness as well as potentially creating an environment whereby incorrect information is provided allowing a Stakeholder to pay a lesser share of cost. The application of this 
allocation is not simple to administer and will likely increase overheads costs.

COST ALLOCATION ALTERNATIVES
SUMMARY
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We note that given the roading, public spaces and other operating costs represent a relatively small percentage of 
total costs, a further approach would be for DOC and the Stakeholders to simply allocate these costs on the same 
basis as used for refuse and/or water supply and sewerage. This would enjoy the benefits of less administration (in 
not having to log the CVs for each Stakeholder and a separate calculation for these costs) and high transparency. 
It would be for DOC and the Stakeholders as a group to assess the fairness of such a system. 
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PROJECT PHASES

1

November 2017
Current framework 

reviewed and alternative 
cost allocation methods 

proposed in this 
presentation

2

November 2017
DOC and Stakeholders 

agree on a way forward. 
Meeting currently 
scheduled for 24 

November pivotal for 
this phase. 

3

December 2017+
Financial model scoped 
and built reflecting new 

forward looking 
framework

4

2018 +
Project completed and 

transition to new 
framework begins

NEXT STEPS
INDICATIVE PROJECT TIMELINE



REFUSE

A user pays system for refuse would require users to be charged based on either the weight of waste collected, or by the quantity of rubbish collected. 

At present, Whakapapa and Iwikau Village’s solid waste is collected from rubbish bins and skip bins by a contractor (Envirowaste) that charges at a set monthly rate. 
There is a rubbish and recycling transfer station managed by DOC within the Village which ultimately processes this waste and any other waste dropped off by users. 
The station does not currently charge users, and therefore the local body is subsidising visitors, and even residents from neighbouring towns, that drop off rubbish 
without charge. 

DOC intends to employ a new contractor to collect rubbish bins from Whakapapa Village, Iwikau Village and manage the rubbish and recycling station and charge users 
going forward for this service. As a part of this process, DOC could ensure that the new contractor has the ability to record and measure either the weight of waste 
collected from each of the Stakeholders, or the quantity of bins/skips for which rubbish is collected (for those Stakeholders with bins and skips).

This data would then need to be summarised on a periodic basis, with the total waste per Stakeholder calculated as a percentage of total waste for the Whakapapa and 
Iwikau Villages. Costs could then be equitably apportioned between those stakeholders using bins and skips. Other stakeholders opting to simply drop bags of rubbish 
off at the station, rather than have waste collected from a bin or skip, would directly pay for disposing their rubbish at the station through a new charge system. A new 
charge system would also ensure Stakeholders no longer subsidise visitors using their local station for dropping off rubbish.

SEWERAGE AND WATER SUPPLY

To implement a user pays system for sewerage costs and water supply, each Stakeholder would require a functioning water meter. There are currently no water 
meters in place for each of the Stakeholders at present. However, there would be a natural opportunity to install water meters when the water system is upgraded 
within the next two years.

This cost allocation system would require a water meter reading to be taken periodically for each Stakeholder and calculated as a percentage of the total meter reading 
for the villages. DOC would be responsible for preparing a schedule of all water meter readings and reconciling this back to the total meter reading. 

Stakeholders would be advised to monitor their water meters frequently to ensure water leaks or anomalies are identified on a timely basis. 

In the above cases, implementing a user pays system would require a transition period from the status quo, given the infrastructure to allow for accurate measurement 
of these costs is not currently in place for all Stakeholders. 

ROADING, PUBLIC SPACES & OTHER COSTS

For these other costs we do not believe a user pays system could be an appropriate option for the Whakapapa and Iwikau Villages. Technically a user pays system for 
roading could be managed through a toll system paid when entering the village, and a similar system for public spaces could be established through a coin-operation 
for usage, both of which would see usage and payment directly correlated. However the reality is these other costs collectively totalled just 18% of total local body 
costs in 2017, and therefore the costs associated with implementing such systems (both monetary costs and social costs through the nuisance factor of having such 
charges) would likely not outweigh the benefits the systems would provide. 

APPENDIX 1
USER PAYS SYSTEM – IMPLEMENTATION
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PROPERTY CAPITAL VALUATION ALLOCATION

A property capital valuation allocation system allocates expenses based on the capital or land value of each of the properties within the area, generally using a CV. 
Vacant or unused land is excluded, as they do not consume any of the services being allocated. This has been the most common practice among local authorities in 
New Zealand for allocating expenses that are difficult to assign or measure.

The primary issue with a PC allocation system is that it requires each property to have up to date valuations which will allow consistent equitable distribution. 
Valuations are generally updated every three years by District Councils for rating purposes. More frequent revaluations can be obtained from parties such as QV New 
Zealand, however it would be at an additional cost. If CV was used as the basis to allocate costs for the Whakapapa and Iwikau Villages we would suggest updating 
CVs every 3 years in line with the District Council valuation programme as a pragmatic approach.

PERSON EQUIVALENT ALLOCATION

A Person Equivalent (PE) Allocation system is one of the easier cost allocations systems to administer, with the only requirement being to determine an outlining
criteria for what is a ‘person equivalent’. This is generally done on a per bed or a per table/seat basis. However, there are issues with the fairness in adopting a PE 
rating for cost allocation purposes, such as: 

• Profitability and occupancy rates are not taken into consideration. This would mean that all things being equal, lower margin businesses or those with lower 
occupancy rates would carry more of a burden in having the same cost allocation as a higher occupancy equivalent business. An example of this would be the 
Chateau having the same cost allocation per bed as the Holiday Park;

• Ratings need to be frequently monitored, updated and recorded to ensure the allocations are up to date and accurate; and 

• For those businesses that do not have an occupancy or seating arrangement, a PE rating would still need to be applied without an obvious basis on which to 
record it. An example of these operations for which this applies includes the transport operation and general store.

REVENUE ALLOCATION

A revenue allocation method would require each Stakeholder to notify DOC of their revenue on a quarterly basis, with costs then allocated between Stakeholders 
based on their revenue as a percentage of all Stakeholder revenue. This allocation methodology equates to a royalty system whereby a set percentage of revenue is 
apportioned to meeting the local body costs. For this system to operate effectively it would require Stakeholders to disclose their income on a regular basis, which 
may be met with disapproval. There are further issues in applying this to the Whakapapa and Iwikau Villages as not all Stakeholders are businesses operating for 
profit or could have revenue easily measured (e.g. RAL’s Whakapapa office, IGNS).

APPENDIX 2
GENERAL RECOVERY SYSTEM – IMPLEMENTATION
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