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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

To the readers:

Independent Auditor’s report on Palmerston North City Council’s 2024-34 Long-
term Plan

| am the Auditor-General’s appointed auditor for Palmerston North City Council (the Council). The
Local Government Act 2002 (the Act) requires the Council’s Long-term plan (plan) to include the
information in Part 1 of Schedule 10 of the Act. Section 94 of the Act requires an audit report on the
Council’s plan. Section 259C of the Act requires a report on disclosures made under certain
regulations. | have carried out this work using the staff and resources of Audit New Zealand. We
completed our report on 26 June 2024.

Adverse opinion

In our opinion, because of the significance of the matters described in the basis for adverse opinion
section of our report, the plan does not provide an effective basis for long-term integrated decision-
making or co-ordination of the Council’s resources and accountability of the Council to the
community. This is because of information and assumptions underlying the forecast information in
the plan that are not supportable and are highly uncertain.

Basis for adverse opinion — Assumptions over costs, timing, funding, and delivery of
capital expenditure projects

As outlined on pages [... to ...], the Council proposes a significant increase in its capital expenditure
programme during the 10 years of the plan, including upgrading its wastewater treatment and
disposal system, redeveloping the central library and the Te Manawa museum, and constructing new
roads in Kakatangiata.

The Council has assumed the upgrade of its wastewater treatment and disposal system would cost
$480 million plus inflation, and be funded entirely through ‘off balance sheet’ funding under the
Infrastructure Funding and Financing Act 2020 (IFFA). It has further assumed that the redevelopment
of the central library and the Te Manawa museum, and the construction of new roads in
Kakatangiata would cost $262 million, and be funded by a combination of external grants, ‘off
balance sheet’ funding under the IFFA, public private partnerships, and developers.

The Council does not have adequate evidence to support the costs of these projects, which could be
significantly higher, nor the funding. The Council has not applied for funding under the IFFA, and if
successful it may not get 100% of the funding, or the cost of the funding may be unaffordable to the
community. Further, the council has not secured funding either from external grants or public private
partnerships, and it has limited other funding options due to insufficient borrowing capacity.
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In addition, it is highly uncertain whether the Council will be able to deliver the capital expenditure
programme within planned timeframes, due to local government demand on the construction
industry. Some projects may therefore need to be delayed or reprioritised, which could have
additional cost implications and reduced levels of service.

The effects of these unsupportable and highly uncertain assumptions are pervasive given the nature
and significance of the projects, which warrants an adverse opinion on the plan.

Opinion — Disclosures required by Part 2 of the Local Government (Financial
Reporting and Prudence) Regulations 2014

In our opinion the disclosures on pages [XX to XX] represent a complete list of the disclosures
required by Part 2 of the Local Government (Financial Reporting and Prudence) Regulations 2014
(the Regulations) and accurately reflect the information drawn from the plan on which we have given
an adverse opinion.

We carried out our work in accordance with the International Standard on Assurance Engagements
(New Zealand) 3000 (Revised) Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information. In meeting the requirements of this standard, we took into account particular
elements of the Auditor-General’s Auditing Standards and the International Standard on Assurance
Engagements 3400 The Examination of Prospective Financial Information that were consistent with
those requirements.

We assessed the evidence the Council has to support the information and disclosures in the plan and
the application of its policies and strategies to the forecast information in the plan. To select
appropriate procedures, we assessed the risk of material misstatement and the Council’s systems
and processes applying to the preparation of the plan.

We did not evaluate the security and controls over the electronic publication of the plan.

Responsibilities of the Council and auditor
The Council is responsible for:

. meeting all legal requirements affecting its procedures, decisions, consultation, disclosures,
and other actions relating to the preparation of the plan;

. presenting forecast financial information in accordance with generally accepted accounting
practice in New Zealand; and

. having systems and processes in place to enable the preparation of a plan that is free from
material misstatement.

We are responsible for expressing an independent opinion on the plan and the disclosures required
by the Regulations, as required by sections 94 and 259C of the Act.
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We do not express an opinion on the merits of the plan’s policy content.

Our opinion on the plan also does not provide assurance that the forecasts in the plan will be
achieved, because events do not always occur as expected and variations may be material. Nor does
it guarantee the accuracy of the information in the plan.

In accordance with clause 45 of Schedule 1AA of the Local Government Act 2002, the consultation
document on the Council’s plan did not contain a report from the Auditor-General. The consultation
document is therefore unaudited. Our opinion on the plan does not provide assurance on the
consultation document or the information that supports it.

Independence and quality management

We have complied with the Auditor-General’s independence and other ethical requirements, which
incorporate the requirements of Professional and Ethical Standard 1 International Code of Ethics for
Assurance Practitioners (including International Independence Standards) (New Zealand) (PES 1)
issued by the New Zealand Auditing and Assurance Standards Board. PES 1 is founded on the
fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality, and professional behaviour.

We have also complied with the Auditor-General’s quality management requirements, which
incorporate the requirements of Professional and Ethical Standard 3 Quality Management for Firms
that Perform Audits or Reviews of Financial Statements, or Other Assurance or Related Services
Engagements (PES 3) issued by the New Zealand Auditing and Assurance Standards Board. PES 3
requires our firm to design, implement and operate a system of quality management including
policies or procedures regarding compliance with ethical requirements, professional standards, and
applicable legal and regulatory requirements.

Other than our work in carrying out all legally required external audits, we have no relationship with
or interests in the Council or any of its subsidiaries.

Debbie Perera, Audit New Zealand
On behalf of the Auditor-General, Palmerston North, New Zealand
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Correction to table in clause 2.8 in report ‘Setting Rates for 2024/25
Capital Value figures corrected.

2.8 Examples of the rates which will be assessed are shown below:

Capital Value | Actual Rates |Proposed Rates

Land Value 2023/24 2024/25
Single unit
residential
Average 468,000 739,000 3,206 3,456
Median 455,000 690,000 3,149 3,380
Quartile 1 360,000 590,000 2,735 2,942
Quartile 3 540,000 840,000 3,520 3,799
Two unit residential
Average 561,000 829,000 5,532 5,985
Median 525,000 770,000 5313 5,736
Quartile 1 450,000 675,000 4,858 5,237
Quartile 3 625,000 920,000 5,920 6,417
Non-residential
Average 1,022,000 2,402,000 17,518 19,783
Median 620,000 1,030,000 10,867 11,687
Quartile 1 385,000 610,000 6,979 7.456
Quartile 3 1,110,000 2,295,000 18,974 21,020
Rural & semi-
serviced
(5ha or more)
Average 1,373,000 1,585,000 2,196 2,374
Median 730,000 1,102,000 1,310 1,434
Quartile 1 520,000 551,000 1,020 1,045
Quartile 3 1,218,000 1,670,000 1,983 2,189
Rural & semi-
serviced
(between 0.2 & 5ha)
Average 549,000 1,202,000 1,817 2,222
Median 520,000 1,180,000 1,737 2,131
Quartile 1 435,000 950,000 1,503 1,812
Quartile 3 590,000 1,390,000 1,930 2,401
Miscellaneous
Average 916,000 1,746,000 5,355 6,074
Median 550,000 720,000 3,336 3,551
Quartile 1 295,000 400,000 1,930 2,030
Quartile 3 965,000 1,445,000 5,625 6,150
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