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v'Water infrastructure <> specialities, reconstruction needs
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comparison of sectors

v'Development of asset value

v'Results of asset evaluation in Hungary
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comparison of municipalities

v'Potential solutions
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Water infrastructure

The oldest
The most essential

,,The most expensive”
The longest life cycle
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Special characteristics of water
infrastructure

Natural monopoly

Transports massive volumes

Long life assets

Public service - Cost-based (authority) pricing

Far reaching affect of water investment decisions!

WATER:
PRICE < COST < VALUE
of service of infrastructure of water
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Urban infrastructure investment needs during the next
25 years
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$41 trillion in total’

B Water
Power

B Road and rail

$9,00

trillion Air and sea ports

Global infrastructure development and reconstruction needs
based on global urbanization trends

Trillion: 1,000,000,000,000 (one million million; 10"

!ource : UH!! !lty Eeve' Becoup'mg 2013
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Income-proportional overhead costs (Hungary, 2012)

Income-proportional overhead costs
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f HUNGARIAN Source: Hungarian Water Utility Association (HWUA)
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100

Real value of assets

Book value (Depreciation, 2%)

Real value of assets (HU)

Real value of assets (3%)

Real value of assets (5%)

= = Inflationary impact (HU)

= = Inflationary impact (3%)

- = |Inflationary impact (5%)
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Book value of water utility assets: Asset eva I uati()n

x + do not reflect to the real value of utilities,
* do not generate the necessary funds for reconstruction,

* cumulated inflation in Hungary since 1990 is cca.1400%!

Market value:

x * regulated pricing of water utility services

* no market value, not applicable method

Depreciated Replacement Cost (DRC) method

* state/municipality ownership of water utilities
* non marketable assets
* required by regulations and professional standars (TEGoVa, EVS)
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ASSET EVALUATION
Development of asset book value
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Replacement cost 2016

-

~
C

amortization-1

Asset value 2016

current book valug

137

value at amortization-2

HUNGARIAN 2016 Expected year of replacement years
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o Infrastructure asset
6. Determination eva I u atio n

of asset value

Ecnnomfc>

E. Caleulation of
replacement costs

4. Assessment of depreciation
indicators

3. Assessment of technical condition

2. Registering public utility assets, establishing the
asset inventory

1. Public utility registry, digital public utility maps

Pyramid of Complex
Infrastructure Asset
Evaluation

0. Geodetic survey, creation of basic maps of public utilities

<echnical
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MIAD software for evaluation of public utility assets
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Situation in Hungary
Data of evaluated infrastucture network in Hungary*
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*Multipurpose Infrastructure Assessment Database - “MIAD” software
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Replacement volume of existing water&wastewater
infrastructure and average income per capita
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Thank you for your attention!

Karoly Kovacs
past-president / European Water Association
president / Hungarian Water Cluster
president / Hungarian Water Association

Phone: +36 30 9412 088
E-mail: kovacs.karoly@hbdl.hu



