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COUNCIL MEETING

10 December 2025

ORDER OF BUSINESS

1. Karakia Timatanga

2. Apologies

3. Notification of Additional Items

Pursuant to Sections 46A(7) and 46A(7A) of the Local Government Official Information
and Meetings Act 1987, to receive the Chairperson’s explanation that specified item(s),
which do not appear on the Agenda of this meeting and/or the meeting to be held with
the public excluded, will be discussed.

Any additions in accordance with Section 46A(7) must be approved by resolution with
an explanation as to why they cannot be delayed until a future meeting.

Any additions in accordance with Section 46A(7A) may be received or referred to a
subsequent meeting for further discussion. No resolution, decision or recommendation
can be made in respect of a minor item.

4. Declarations of Interest (if any)

Members are reminded of their duty to give a general notice of any interest of items to
be considered on this agenda and the need to declare these interests.

5. Public Comment

To receive comments from members of the public on matters specified on this Agenda
or, if time permits, on other Committee matters.
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6. Notice of Motion: Public Health and the District Plan
Presented by Councillor Brent Barrett

7. Response to Notice of Motion: Public Health and the District Plan
Memorandum, presented by Jono Ferguson-Pye, Manager City Planning.

REPORTS

8. Development Subsidy Fund Application: Menzshed Building
Improvements
Memorandum, presented by Keegan Aplin-Thane, Senior Planner.

9. Local Water Done Well - Constitution and Shareholders' Agreement
Report, presented by Chris Dyhrberg, Executive Director Central Districts
Water, Mike Monaghan, Manager Three Waters and Julie Keane,
Transition Manager.

10. Travel Approval for Councillor Vaughan Dennison to attend the 2026
Taipei Smart City Summit and Expo
Memorandum, presented by Gabrielle Loga, Manager International
Relations.

11.  Annual Budget 2026/27
Memorandum, presented by Scott Mancer, Manager Finance and
Cameron McKay, Chief Financial Officer.

12. Council Work Schedule

13. Karakia Whakamutunga

14. Exclusion of Public

Page 7

Page 9

Page 15

Page 23

Page 135

Page 157

Page 295

That the public be excluded from the following parts of the proceedings of this

meeting listed in the table below.

The general subject of each matter to be considered while the public is excluded,
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grounds under Section 48(1) of the Local Government Official Information and
Meetings Act 1987 for the passing of this resolution are as follows:

. Reason for passing this | Ground(s) under Section
General subject of each matter to .. . . .
be considered resolution in relation 48(1) f(?l’ passing this
to each matter resolution
15. | Tender Award - Stoney Agreeing the tender s7(2)(b)(ii)THIRD PARTY
Creek Road Upgrade confidentially allows COMMERCIAL Disclosing
Council to get best the information could
value for these public harm a company's
works. commercial position.
16. | Digital Transformation The programme of s7(2)(b)(ii) THIRD PARTY
Programme Update work is currently COMMERCIAL - Disclosing
under commercial the information could
contract negotiations. | harm a company's
Commercial aspects, commercial position.
specifically pricing, s7(2)(i) NEGOTIATIONS: -
offered to Palmerston | 1hjs information needs to
North City Council are | pe kept confidential to
done so only withthe | angyre that Council can
strict proviso that they negotiate effectively,
remain under a non- especially in business
disclosure agreement | gogjings.
due to their significant
favourabillity. This is a
global 'bring-to-
market' offering and
details must remain
confidential until
product release.
17. | Tuere Place - Land The report contains s7(2)(h)COMMERCIAL
Acquisition for Road commercially sensitive | ACTIVITIES: This
Reserve information which, if information needs to be
released at this stage, kept confidential to allow
could prejudice Council to engage in
Council’s position in commercial activities
the ongoing without prejudice or
settlement process. disadvantage.
18. | Appointment of Directors A candidate's right to s7(2)(a)PRIVACY This
to Central Economic privacy outweighs the | information needs to be
Development Agency public’s interest to kept private to protect
know who has applied | personal information that
to the CEDA Trust is confidential or
Board until the sensitive. This includes
appointment has been | people who are no longer
confirmed. alive.

This resolution is made in reliance on Section 48(1)(a) of the Local Government
Official Information and Meetings Act 1987 and the particular interest or interests
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protected by Section 6 or Section 7 of that Act which would be prejudiced by the
holding of the whole or the relevant part of the proceedings of the meeting in public
as stated in the above table.
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NOTICE OF MOTION

TO: Council

MEETING DATE: 10 December 2025

TITLE: Notice of Motion: Public Health and the District Plan
FROM: Councillor Brent Barrett

RECOMMENDATION TO COUNCIL

1. That Council assess the Palmerston North District Plan for gaps in relation to public
health, including but not limited to consideration of safe separation between petrol
stations and childcare, school, health and residential land use.

NOTICE OF MOTION

I, Councillor Brent Barrett, in accordance with Nga Tikanga Whakahaere / Standing Orders
2.7.1, hereby GIVE NOTICE OF MOTION that | will move at the Council meeting of 10
December 2025 the following motion:

‘That Council assess the Palmerston North District Plan for gaps in relation to public
health, including but not limited to consideration of safe separation between petrol
stations and childcare, school, health and residential land use’.

AND | further give notice that in compliance with Standing Order 2.7.2 the reasons for the
Notice of Motion include:

After Council legally granted consent without notification, it has come to our attention that
a petrol station is being located adjacent to a childcare centre in our city. While non-
notification and adjacent location of these two activities are compliant with our District
Plan, it may cause negative public health effects given the childcare and residential land use
in close proximity to the petrol station. There is credible evidence of harm associated with
lack of separation between petrol stations and places children spend substantial amounts of
time. These include increased risk of childhood cancer and increased incidence of asthma,
as documented in the scientific reports gathered by the Australian advocacy group
safeseparation.org and elsewhere. While allowing a petrol station and a childcare centre to
share a boundary is an apparent public health gap in our District Plan, we’re uncertain
whether other gaps exist that could also lead to negative public health outcomes. To
provide awareness to Council and the community and guide any response, we seek a
desktop assessment of the District Plan in relation to established good practice for public
health, to ascertain whether there are public health gaps in the Plan, including but not
limited to consideration of safe separation between petrol stations and childcare, school,
health and residential land use.
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Mover: Councillor Brent Barrett
Seconder: Councillor Mark Arnott

ATTACHMENTS

Nil
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MEMORANDUM

TO: Council

MEETING DATE: 10 December 2025

TITLE: Response to Notice of Motion: Public Health and the District Plan
PRESENTED BY: Jono Ferguson-Pye, Manager City Planning

APPROVED BY: David Murphy, General Manager Strategic Planning

RECOMMENDATION(S) TO COUNCIL

1. That Council receive the memorandum titled ‘Response to Notice of Motion: Public
Health and the District Plan’.

11

2.1

2.2

ISSUE
A notice of motion has been raised by Councillor Barrett requesting the following:

“That Council assess the Palmerston North City District Plan for gaps in relation to
public health, including but not limited to consideration of safe separation between
petrol stations and childcare, school, health and residential land use.”

BACKGROUND

The Council has recently granted a land use consent (LU13.2024.458.1) approving
the construction and operation of a service station located adjacent to a childcare
centre at 535 Church Street, Palmerston North.

The statutory context within which LU13.2024.458.1 sits within is as follows:

Statutory Context

District Plan Section 14, Hazardous Substances, usefully summarises the statutory
framework for managing the adverse effects of the storage, use, disposal or
transportation of hazardous substances as follows:

e Hazardous Substances and New Organisms Act 1996 (HSNO Act), provides
the framework for controlling hazardous substances during their whole life
cycle, from manufacturing and importing a substance, its transportation and
storage, through to its use and disposal.

Page | 9
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2.4
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In general, hazardous facilities (which in this context refers to the use of land
for activities that involve hazardous substances) that comply with HSNO Act
requirements for the management of hazardous substances are not

considered to have significant adverse effects on the environment.

e Resource Management Act 1991 (RMA): complimentary to the HSNO Act,
the Council is empowered, under s.31 of the RMA, with the function of
controlling land use for the purpose of managing any adverse effects of the
storage, use, disposal or transportation of hazardous substances. This
function is provided for through the District Plan.

The RMA enables councils to control the adverse effects of hazardous
substances or focus on issues which are not within the scope of the HSNO Act
such as cumulative risk, reverse sensitivity and potential effects on the
environment and land use activities.

Regional Policy Statement (One Plan): Horizons Regional Council’s (HRC) One Plan
identifies Territorial Authorities (TAs) as the most appropriate authority! to develop
the framework to control land for the purpose of managing the adverse effects
arising from storage, use and transport of hazardous substances.

Under the One Plan, HRC is responsible for managing adverse effects associated with
the disposal of hazardous substances.?

Planning approach: The principle upon which Section 14, Hazardous Substances, of
the District Plan has been developed is that hazardous facilities are generally
adequately managed through the provisions of the HSNO Act. Compliance with this
legislation will mostly ensure that any adverse effects arising from the manufacture,
storage, use or transport of hazardous substances will be contained within the
hazardous facility site.

Power to impose more stringent requirements: the Council has the ability to impose
more stringent requirements than the HSNO Act where it is appropriate to protect
sensitive environments, to manage cumulative effects of hazardous facilities or, in
relation to major hazardous facilities, to minimise the potential for adverse effects
impacting on the environment or the community from large-scale or higher risk
activities.

In the case of Major Hazardous Facilities (MHF), these are assessed on a case-by-case
basis through the land use consent process as to their appropriateness and to
address their potential for adverse effects on the environment. Land use consent
LU13.2024.458.1 fell into the MHF category and was assessed under Discretionary
Activity Rule 14.6.1.

1 See One Plan Policies HZ-WC-PR5.2.
2 See One Plan Policy HZ-WC-P5.1.
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A first principles planning approach requires the resource management issue
(problem) to be identified before any plan change is initiated to increase the District
Plan regulation of land use activities. Before any plan change is promoted seeking to
impose more stringent District Plan requirements than the HSNO Act provides for, it
would be prudent to assess the District Plan’s approach to managing adverse effects

associated with the storage, use, disposal or transportation of hazardous substances.
OTHER CONSIDERATIONS

Resource Management Reform — the government has announced a comprehensive
reform of the resource management system, which includes repeal of the RMA. New
legislation is likely to be available in the first half of December 2025 and is expected
to be enacted in mid to late 2026.

The government’s Blueprint for Resource Management Reform indicates the
following changes to resource management practice that may impact the shape of
future changes to the District Plan:

- Nationally standardised zones (NSZ) to be applied to District Plans, including a
‘stickier’ exceptions pathway if bespoke requirements are needed to meet
specific community needs or preferences;

- NSZ may include objectives, policies and rules;

- Consenting activities to be rationalised;

- Narrowed regulatory scope of effects management;
- Limited ability to consider reverse sensitivity effects;

- Raising the threshold of effects managed (less than minor effects will generally
not be managed);

- Regulatory justification reports if departing from nationally standardised
approaches; and

- Promotion of mixed-use activities across different zones.

Plan Stop: Assuming the notice of motion is passed, if, having considered the
assessment the Council was of a mind to change the District Plan, an exemption from
the Minister would be required under current legislation.

Resourcing of assessment: The City Planning Team can make internal resources
available to undertake the assessment. If the notice of motion is passed, it is
anticipated the assessment would be completed and reported to Council in May
2026. Any future decision to progress a plan change would need to be scoped and a
project brief developed to determine cost. It would also need to be prioritised
against other District Plan changes.
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4. NEXT STEPS

4.1 If the notice of motion is passed, the assessment would include a review of:

e The New Zealand statutory settings;

e The resource management approach of other jurisdictions (Australia);

e The resource management approach of other Territorial Authorities;

e Complaints and land use consents granted:

e Land use planning approaches and technical assessments related to the land use

management and hazardous substances.

5. COMPLIANCE AND ADMINISTRATION

Does the Council have delegated authority to decide? Yes
Are the decisions significant? No

If they are significant do they affect land or a body of water? No

Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative No
procedure?

Is there funding in the current Annual Plan for these objectives? Yes

Are the recommendations inconsistent with any of Council’s policies or plans? | No

The recommendations contribute to:

Whainga 3: He hapori tihonohono, he hapori haumaru

Goal 3: A connected and safe community

The recommendations contribute to this plan:

9. Mahere haumaru hapori, hauora hapori

14. Governance and Active Citizenship Plan

The objective is: To support the way our communities want to live.

The Objective is: Communities have the support they need to live healthy lives.
Contribution to Goal 3 is effective when Council planning responds to current
strategic direction | community issues. The proposed recommendation responds to
and to social, community concern regarding the potential public health effects of
economic, activities associated with storage and use of hazardous substances
environmental and | locating adjacent to sensitive activities (childcare facilities, schools,
cultural well-being | health and residential development).
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Nil
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MEMORANDUM

TO: Council

MEETING DATE: 10 December 2025

TITLE: Development Subsidy Fund Application: Menzshed Building
Improvements

PRESENTED BY: Keegan Aplin-Thane, Senior Planner

APPROVED BY: David Murphy, General Manager Strategic Planning

RECOMMENDATION(S) TO COUNCIL

1. That Council approve the allocation of $7,000 from the Development Subsidy Fund to
support building consent fees for the Menzshed.

1. ISSUE

An application for funding support toward building consent fees for a Menzshed
development has been lodged under Council’s Development Subsidy Fund.

The Support and Funding Policy directs funding recommendations from this fund to be
reported to the appropriate Council committee.

The Menzshed application meets four of the six eligibility criteria. Officers recommend that
the application be approved for the reasons outlined in section 3 below.

2. BACKGROUND

The Development Subsidy Fund was created in response to the need to lower barriers for
facility development led by community groups. Support from this fund can cover building
consent, resource consent, and development contribution fees.

$13,273 is budgeted in 2025-26 for the Development Subsidy Fund. No applications have
been received for the current financial year and no funding has been allocated to date.

Section 9, page 18 of the Support and Funding Policy 2022 outlines the priorities and
process for allocating the fund.

Menzshed have applied to the Development Subsidy Fund for support for their building
consent fees estimated at $7,000. The application relates to internal alterations to improve
accessibility for their facility and expand both workshop areas. This work will enable them to
undertake larger projects for the community.
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The Menzshed drawings of their proposed alterations and their application to the
Development Subsidy Fund are included as Attachment 1 and 2. They have also completed
structural engineering calculations, specifications, and producer statements to support their
building consent application.

3.

ELIGIBILITY

Applications to the fund must meet the following criteria:

a.

Payment of development subsidy, resource consent or building consent has been
triggered;

Applicant is an eligible community group (charitable trust, incorporated society or
social enterprise);

The community group is based in Palmerston North;

The services or activities of this community group primarily benefit Palmerston North
residents;

The community group owns the land, building or facility which is the subject of the
development subsidy, resource consent or building consent;

The land, building or facility which is the subject of the development subsidy,
resource consent or building consent is integral to the community group's operations.

The application meets all criteria apart from a. and e. above. Officers recommend the
funding application be approved despite not meeting all criteria due to:

4.

‘Payment of development subsidy, resource consent or building consent has been
triggered’. The applicant has sought the advice of building and architectural
practitioners, who have advised that the project will likely trigger the need for a
building consent. They have also advised on the estimated cost of the building
consent. Officers are confident that building consent will be triggered once their
building consent application is submitted.

‘The community group owns the land, building or facility which is the subject of the
development subsidy, resource consent or building consent’. The building at
Rangitane Park is owned by Council but leased to the Menzshed. Improvements
beyond property renewal work are expected to be the responsibility of the
Menzshed in consultation with Council as the landlord. Pending building consent,
property officers are comfortable with the internal alternations proposed.

NEXT STEPS

Officers will notify the applicant of the decision.
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5. COMPLIANCE AND ADMINISTRATION

Does the Council have delegated authority to decide? Yes
Are the decisions significant? No
Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative No
procedure?

Is there funding in the current Annual Plan for these objectives? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? | Yes

The application is inconsistent with the following funding criteria:
‘Payment of development subsidy, resource consent or building consent has been
triggered’

‘The land, building or facility which is the subject of the development subsidy,
resource consent or building consent is integral to the community group's operations’

These inconsistencies are further discussed in section 3 of this memorandum.

The Support and Funding Policy is due for review currently. If changes to the Development
Subsidy Fund need to be considered, then this can be captured within the scope of the
review in early 2026.

The recommendations contribute to:

Whainga 3: He hapori tihonohono, he hapori haumaru
Goal 3: A connected and safe community

The recommendations contribute to this plan:
7. Mahere tautawhi hapori
7. Community Support Plan

The objective is: Support for-purpose organisations, local communities, and communities of
interest, and deliver programmes to promote community wellbeing.

Contribution to strategic Funding towards building improvements to the Menzshed
direction and to social, workshop will lower barriers for this organisation to support
economic, environmental the social and cultural well-being of communities within

and cultural well-being Papaioea.

ATTACHMENTS

1.  Menzshed Development Subsidy Fund Application 2025 J &
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Development Subsidy Application Form

* indicates a required field

Applicant Details

Community group / organisation name *

Menzshed Manawatu

What is the legal status of your organisation? *

Charitable trust

O Incorporated society
O Social enterprise

O Other:

NZ Charity Registration Number (CRN)

CC47408

Reg Number

Legal Name

Other Names

Reg Status

Charity's Street Address
Charity's Postal Address
Telephone

Fax

Email

Website

Reg Date

New Zealand Charities Register Information

CC47408

Menzshed Manawatu

Registered

https://www.menzshedmanawatu.org.nz

12:00am on 11 Dec 2011

Information retrieved at 1:44pm on 11 Nov

Must be formatted correctly.

GST number (if registered)

Name of the contact person for this application *

David Chapple

Email address for contact person *

Must be an email address.

Phone number for contact person *

Must be a New Zealand phone number.

Contact person's position in community group / organisation *

Page 1 of 3
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Development Contribution Subsidy 2025-2026
Development Contribution Subsidy Application Form 2025-2026

Application No. DCS25-2601 From Menzshed Manawatu
Form Submitted 11 Nov 2025, 2:00PM NZDT

Chairman Building Committee
Eligibility

Does your community group own the land, building and/or facility that is the
subject of the development contribution, building consent or resource consent? *
O Yes

@® No

Please briefly explain how your organisation uses or will use the land, building
and/or facility that is the subject of the development contribution, building
consent or resource consent: *

The building is used by Menzshed Manawatu, and internal alterations are proposed to make
the building more accessible, and provide better working space. This is the first stage of a
two stage programme to enable us to undertake larger projects, and give us greater space
for assembly and painting work.

Menzshed are funding the alterations from their reserves, and are seeking refund of the
Building consent Fees for the work.

Must be no more than 200 words.

Please describe who (which group or groups of people) in the community benefit
or will benefit from the activities or services described above: *

Menzshed is a community space for men to share their skills and work on practical tasks
individually, or as a group. A prime focus of the Menzshed is men's health and well-being.
The Shed is an ideal place for health professionals to access to men who may otherwise
not take as much care of themselves as they should. To this end Menzshed recently funded
and held a successful Men's Health ExpoOne of the most important aspects of the Shed is
community projects, in partnership with community groups

Must be no more than 100 words.

Please describe the community outcomes that result or will result from the
activities or services which occur or will occur at the land, building and/or facility
that is the subject of the development contribution, building consent or resource
consent: *

. Menzshed Manawatu has completed in excess of 160 community related projects in 2025
for community groups, schools, charities, the elderly, The Toy Library, individuals and
others. Menzshed is happy to support these projects with our time, either at no cost, or for a
nominal amount.

Some recent community projects undertaken include:

* Picnic tables for Caccia Birch House

* Numerous feeding boxes and items for Wildbase.

* Bench seats for Neighbourhood Watch, and Kind Hearts.

¢ Human Slot Machine for PNCC.

* Pantry for Parkland Kindergrten & native plant sales trolley for Turitea

School

« Office dividing screen & Window display doors for ENM in their Cuba Street premises.
* Spinning Wheel & Human Slot machine for PNCC.

e Story walk panels at Awapuni and Pit Park.

We continue to support the Toy Library by mending toys, and continue to be a vital part of

Page 2 of 3
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the Repair Café.

We are currently working with Kairanga School on a project.

We provide small projects for male paptients in Ward 21 PN Hospital
Must be no more than 200 words.

Additional information

Has your community group received other forms of support or funding, including
rates rebates, from PNCC in the last three years? *

O Yes

@® No

If you answered 'yes' to the above question, please describe the other support
and/or funding your group has received:

Please upload a copy of your group's most recent statement of financial position
including, but not limited to, audited (or reviewed) financial accounts: *

Filename: Performance Report 30 June 2025.pdf
File size: 552.3 kB
A minimum of 1 file must be attached.

Page 3 of 3
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REPORT

TO: Council

MEETING DATE: 10 December 2025

TITLE: Local Water Done Well - Constitution and Shareholders' Agreement

PRESENTED BY: Chris Dyhrberg, Executive Director Central Districts Water, Mike
Monaghan, Manager Three Waters and Julie Keane, Transition
Manager

APPROVED BY: Waid Crockett, Chief Executive Officer

Glen O'Connor, Acting General Manager Infrastructure

RECOMMENDATION(S) TO COUNCIL

1. That the report ‘Local Water Done Well — Constitution and Shareholders’ Agreement’
for the joint Water Services Council-Controlled Organisation known as Central Districts
Water be received.

2. That Council, as shareholder of Central Districts Water, approve the attached
Constitution for Central Districts Water, and delegate to the Chief Executive to sign
any documents required to approve the Constitution on behalf of Palmerston North
City Council.

3. That Council, as shareholder of Central Districts Water, approve the attached
Shareholders’ Agreement for Central Districts Water, and delegate to the Chief
Executive to sign the Shareholders’ Agreement on behalf of Palmerston North City
Council.

4. That Council delegate to the Chief Executive the ability to agree any minor, non-
material amendments to the Constitution and Shareholders’ Agreement prior to final
approval, and to report back to Council on any changes made under this delegation.

5. That Council approve the establishment of a joint committee made up of
representatives from across the Shareholding councils and Mana Whenua partners
and endorse the terms of reference included in Schedule 3 of the Shareholders’
Agreement.

6. That Council note, as the next step in establishing Central Districts Water as a joint
Water Services Council-Controlled Organisation, that it will be required to appoint its
representative(s) to the Shareholders’ Committee and delegate the power to make the
decisions recorded in Section 2 of Schedule 3 of the Shareholders’ Agreement.

7. That Council delegate to the Chief Executive the authority to sign documentation on
behalf of Council to complete the incorporation and registration of Central Districts
Water with the Companies Office and all related formalities.

Page | 23

ITEM 9



PALMY.

PAPAIOEA
PALMERSTON
NORTH

(=10

Summary of options analysis:

Problem or Approving the Constitution and the Shareholders’ Agreement enables

Opportunity the establishment of the joint Water Services Council-Controlled
Organisation to continue on its planned timeframes and ensures the
three councils meet the commitments made in their Water Services
Delivery Plan (WSDP).

OPTION 1: Approve the Constitution and Shareholders’ Agreement

Recommended

Community Views

The three councils’ three waters network are strategic assets under
their respective Significance and Engagement Policies. The councils
have consulted with their communities on the future service delivery
model in line with provisions in the Local Government (Water Services
Preliminary Arrangements) Act 2024 and the Local Government Act
2002.

No further community consultation or engagement is required to
make the decisions recommended in this report.

Benefits e Aligns with the decisions the three councils have made to date.
e |s consistent with the timeframes and commitments the councils
have made to Internal Affairs in their joint WSDP to establish the
Water Services Council-Controlled Organisation.
e Documents give effect to agreements and understandings reached
between partner councils and lwi.
e Provides the governance framework for effective delivery of water
services across the three Council areas.
Risks No known risks.
Financial While there are no immediate financial implications with adopting the

Constitution and Shareholders’ Agreement, this allows the next phase
of the establishment of Central Districts Water to commence, which
has been budgeted and provisioned for in the WSDP.

The Collaboration Agreement includes a budget for getting Central
Districts Water to be operational: it notes that the transition costs up
until 30 June 2027 will be debt funded and transferred to Central
Districts Water.
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OPTION 2:

Do not approve the attached Constitution and Shareholders’
Agreement

Community Views

The three councils’ three waters network are strategic assets under
their respective Significance and Engagement Policies. The councils
have consulted with their communities on the future service delivery
model in line with provisions in the Local Government (Water Services
Preliminary Arrangements) Act 2024 and the Local Government Act
2002.

No further community consultation or engagement is required to
make the decisions recommended in this report.

Benefits No known benefits.
Risks e Does not align with the decisions which the three councils have
made to date.
e Does not deliver on the timeframes and commitments the councils
made to Internal Affairs in their WSDP.
e Creates a possible risk of intervention by the Government which
will be focussed on implementing the commitments made in the
WSDP.
e Does not meet agreements and understandings reached with
partner councils and with iwi.
e Leaves the councils in limbo with no defined governance
framework for delivering water services across their area.
Financial There are no immediate financial implications with not adopting the

Constitution and Shareholders Agreement, however this will slow the
next phase of the establishment of Central Districts Water and will
likely have an impact on the budget that has been provisioned in the
WSDP.

RATIONALE FOR THE RECOMMENDATIONS

1. OVERVIEW OF THE PROBLEM OR OPPORTUNITY

1.1 The Constitution and Shareholders’ Agreement are the principal foundation
documents for Horowhenua District Council, Palmerston North City Council and
Rangitikei District Council in establishing the joint Water Services Council-Controlled
Organisation, to be known as Central Districts Water Ltd.

Page | 25

ITEM 9



1.2

2.1

2.2

2.3

31

3.2

3.3

34

PALMY.

The three councils are being asked to approve these two documents so that Central
Districts Water can be incorporated as a legal entity, and the Shareholder Committee

and Board of Directors subsequently appointed.

BACKGROUND AND PREVIOUS COUNCIL DECISIONS

Council resolved to create a Joint Water Services Council-Controlled organisation
(WS-CCO) on 4 June 2025 with Horowhenua District and Rangitikei District councils.

Since this date work has progressed rapidly to prepare for the establishment of the
new organisation including agreeing the name Central Districts Water.

A number of workshops with Elected Members have been held both collectively and
separately to progress the development of the key foundation documents and their
content.

CONTEXT

During February-April 2025, Horowhenua District Council, Palmerston North City
Council and Rangitikei District Council consulted with their communities on options
for the future of water services delivery in their districts. All three included within
their options a multi-council Water Services Council-Controlled Organisation as well
as an in-house arrangement.

Community feedback strongly supported collaboration with other councils. Based
on this feedback, in May and June 2025, the three councils resolved to form a jointly
owned Water Services Council-Controlled Organisation.

Following these decisions, the three councils worked together to prepare a joint
Water Services Delivery Plan (WSDP) which was submitted on 21 August 2025. On
10 November 2025, the Secretary for Local Government confirmed acceptance of
the WSDP, noting that the Department’s monitoring of the Plan’s

implementation will focus on:

e Delivery of the capital programme, in particular the projects required to
achieve regulatory compliance; and
e Operational expenditure.
A Collaboration Agreement was signed by the Chief Executives of the three councils
on 17 September 2025. This Agreement sets out how the three councils will work

together to establish the WS-CCO. In addition, the three councils identified five
Transition Principles that would underpin the work, being:
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Principle

Rationale

Maintain Service Continuity

Ensure water services remain safe, reliable,
and compliant throughout the transition.
Make decisions and act promptly to avoid
delays and keep outcomes on track.

Keeping water services safe and
reliable, and acting quickly, means
potential service interruptions are
minimised, and the transition stays
on track.

Collaborate to Gain Efficiencies and Solve
Issues

Work together proactively to identify and
resolve challenges quickly and constructively
for the benefit of our communities.

Working together means problems
get identified, a pathway forward
decided, and solutions obtained
efficiently and effectively.

Support Staff Wellbeing

Prioritise clear communication, job security,
and wellbeing for all staff involved in the
transition.

Supporting staff helps everyone stay
focused and positive, making the
transition smoother.

Transparent Engagement

Keep communities and stakeholders informed
with timely updates and look to provide
opportunities for feedback.

Keeping people informed builds trust
and helps avoid confusion or
surprises.

Iwi involvement

Recognise and seek to reflect existing
relationships and arrangements with lwi by
engaging early, openly, and respectfully,
ensuring their perspectives and rights are
actively considered in all transition decisions
and actions.

Ensuring that Iwi voices are heard
and respected, strengthening
outcomes for everyone.

The following chart is a high-level roadmap of the planned phases of the project,
reflecting the implementation plan included in the WSDP:
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ANALYSIS OF OPTIONS

The critical first step in establishing Central Districts Water is for the three councils,
as shareholders, to adopt the Constitution and Shareholders’ Agreement for the new
entity. These documents have been prepared by Simpson Grierson, the legal
advisors to the three councils for this project, based on templates provided by the
Department of Internal Affairs.

The advice and final documents presented to Council for consideration have been
guided by Elected Member voice through a series of joint and individual Council
workshops. It is important to recognise that the documents recommended for
adoption, reflect those preferences where the most alignment exists between the
three shareholding parties.

To guide decision-making, Simpson Grierson has prepared a table that identifies key
features of the documents, the various options available relative to those features,
and their recommendations to the councils. This table is included as Attachment 1.

The Constitution (Attachment 2) is a document that establishes some of the key
frameworks for how the WS-CCO to be known as Central Districts Water will
operate, sets out its objectives and the rules for its governance structure. Key
provisions include:

e complying with budgeting and reporting requirements (under the Local
Government (Water Services) Act 2025 and as required by the Shareholders
Committee);

e requiring an annual meeting of shareholders (and setting the rules for these);

e allowing payment of dividends (or not).

The Shareholders’ Agreement (Attachment 3) sets out the details of how the
relationships will work between the three councils as shareholders, and between the
shareholders and the Board of Central Districts Water, and how Mana whenua will
be involved in the oversight of Central Districts Water. Key provisions include:

e establishing the Shareholders Committee (and defining its terms of
reference), as the representative forum for the shareholders and iwi
representatives to provide oversight of, and exercise powers delegated to the
Committee by the shareholders in respect of Central Districts
Water (including the appointment of the Board of Directors);

e defining the share capital for the company;

e setting out ‘reserved matters’ —i.e. decisions that require unanimous or
special agreement of the shareholders (such as entry or exit of
shareholders, amalgamation or liquidation);

e providing for how disputes are to be dealt with.
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Both documents are intended to apply from establishment of the WS-CCO and will
enable us to progress to the next steps.

An introductory briefing on the Foundation Documents was provided for each
Council individually on 23 October 2025 (Rangitikei) and 29 October 2025
(Horowhenua and Palmerston North). This was followed by a more detailed briefing
for all three councils on 7 November 2025. This focussed on:

e shareholding options, decision-making roles and responsibilities; and

e the approach to involving Mana whenua partners in governance and
decision- making as part of the Shareholders Committee.

There was general acceptance of establishing a Shareholder Committee as the basis
for collective decision-making by the three shareholder councils. Two characteristics
were noted:

e [t will be a joint committee under the Local Government Act 2002, and thus
subject to the Local Government Official Information and Meetings Act
(‘LGOIMA”) in the same way that councils are (in relation to both official
information and meetings).

e Council must formally appoint all members (including any Mana whenua
representative nominated by Iwi), and delegate the necessary powers to
make decision on their behalf to those members (based on the content of the
Shareholders’ Agreement).

The Shareholders Committee’s major functions are:

e appointment of directors to the WS-CCO Board;

e developing, adopting and providing a Statement of Expectations to Central
District Water (which is to inform the decisions made by the company); and

e commenting on the Water Services Strategy (WSS) developed by Central
Districts Water, but not approving (the WSS is a document comparable to
councils’ long-term plans).

4.10 The proposed governance structure and accountabilities are depicted below:
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» Board

Shareholder

Committee

Appoints Board

Statement of
Expectations
General oversight

There was general agreement with the principle of having an independent non-
voting chairperson of the Shareholders Committee. This will provide for the
appointment, by the remaining members of the Shareholders Committee, of a
person who can bring relevant skills, knowledge, or expertise (including in relation to
governance) to the business of the Committee, be a facilitator for the Committee’s
discussions and help with the workload.

Clarification was provided on the following matters raised:

A skills matrix for appointing Directors is essential and is being developed.

Local pricing will be a topic for the future Statement of Expectations — but will
be addressed in the WSDP as approved. There will be price
harmonisation within each Council area.

The borrowing through the Local Government Funding Agency (LGFA) is not
affected by any credit rating by an external agency such as S&P.

The Department of Internal Affairs (DIA) cannot require

Central Districts Water to accept another council as a shareholder in the WS-
CCO — but it can require another council to negotiate entry with the three
existing shareholding councils in the interests of providing a more financially
sustainable delivery of water services.

Mixed rural water supplies in Rangitikei will not be transferred to Central
Districts Water.

During discussions, four issues emerged where further consideration was needed
before finalising the provisions of the Constitution and the
Shareholders’ Agreement. These were:
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e Should payment of a dividend (i.e. a distribution) to shareholders
be permitted?

e Should shareholders be required to consult with their respective councils and
gain their endorsement before approving the Statement of Expectations?

e What is the optimum size of the Shareholders Committee?

e How should Mana whenua be represented on the Shareholder Committee?

A separate briefing was prepared in conjunction with Simpson Grierson and
Morrison Low for discussion with each Council. This is included as Attachment 4.

It identified the relevant statutory provisions, options, and what other multi-council
WS-CCO'’s are doing, posed some questions and provided an overall evaluation. This
discussion paper was circulated to each Council. It was also discussed at workshops
on 19 November 2025 (Horowhenua) and 27 November 2025 (Rangitikei). Feedback
and questions were requested from Palmerston North Elected Members by email.
The proposed position that takes into account all of the three council’s views, and
reflected in the foundation documents, is:

Dividends - The Constitution prohibits the payment of dividends. To pay dividends,
it would require the unanimous decision of all shareholder councils to amend the
clause in the Constitution relating to dividends. As a second step, the approval to
pay dividends would require the new approval process in the Constitution to be
followed.

Requirement for consultation on the Statement of Expectation - No specific
requirement: this is a matter for the delegation given by each Council to its
appointed representatives on the Shareholders Committee (so could be an
instruction in that delegation), along with a general expectation that the
representatives would keep the Council informed of progress by the Committee.

Size of Shareholders Committee - Three representatives per Council (one of which
would be a Mana whenua representative). An independent non-voting Chair.

Mana whenua representation - Three Mana whenua representatives in total — being
one of each Council’s three representatives. (The Mana whenua representatives
would be recommended by the Mana whenua Roopi (Nga Tapuwae o Hau), and
then confirmed by relevant Council). It is proposed that a Memorandum of
Understanding (MoU) be negotiated and entered into between Nga Tapuwae o Hau,
the three councils and Central Districts Water that records the mechanism to make
recommendations and any other relevant matters relating to the Shareholders
Committee or the relationship between the four parties.

The table below summarises where the details of the key matters in the decision-
making table are included in the documents:
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Constitution

Key matters and Clause

Relevant Clause

Shareholders role in Water Services Strategy and Clause 3.2
Annual Budget

Dividends Clause 8
Size and composition of the WS-CCO Board Clause 12.2
Board skills requirements Clause 12.5
Board member term and reappointment Clause 12.6

Shareholders Agreement

Relevant Clause

Share allocation

Schedule 1Cl 2.2,7.2

Board member term and reappointment

Schedule 1

Establishment of the Shareholders Committee

Schedule1 & 3 Cl6.1

Size and composition of the Shareholders
Committee

Schedule 1 Cl 6.2

Iwi participation in the Shareholders Committee

Schedule 3

Decision making framework

Clause 5.1 (Note cl 12.11
Constitution) Schedule 2 & 3

Shareholder exit

Cl 9.5 and 9.7 Schedule 1

Drafts of the Constitution and Shareholders’ Agreement were circulated on 28
November 2025 to Elected Members of the three councils. A table has been
prepared to show the changes made from these drafts to the final versions as

attached to this report: this is provided as Attachment 5

MANA WHENUA

Council has various legislative obligations to consider the views of Mana whenua in
its decision-making. In particular, Parts 2 and 6 of the Local Government Act 2002
provide principles and requirements for local authorities that are intended to
facilitate participation by Maori in local authority decision-making processes. These
obligations are not affected by the establishment of the joint WS-CCO. However, the
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obligations are relevant to how the councils undertake their decision-making as

shareholders of the WS-CCO.

The following table sets out the iwi across the three councils.

Council

Iwi/Hapu/Community/Organisations

Horowhenua District Council

Muaupoko

Rangitane o Manawatu

Ngati Raukawa ki te Tonga
Ngati Turanga

Ngati Rakau

Ngati Te Au

Ngati Takihiku

Ngati Ngarongo

Ngati Whakatere

Ngati Tukorehe

Ngati Pareraukawa

Ngati Huia ki Poroutawhao
Ngati Huia ki Matau

Ngati Kikopiri

Ngati Hikitanga

Ngati Wehi Wehi

Rangitikei District Council

Ngati Parewahawaha

Nga Wairiki Ngati Apa

Nga Ariki

Ngati Kauae/Tauira

Nga Wairiki ki Uta Kauangaroa
Whangaehu

Ngati Hinemanu/Ngati Paki

Mokai Patea

Ngati Hauiti
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Ngati Whitikaupeka
Ngati Tamakopiri
Ngai Te Ohuake

Ngati Rangitthia

Ratana Community

Palmerston North City Council Rangitane o Manawatu

These Iwi established a Roopt (Nga Tapuwai o Hau) as the principal contact for the
three councils in discussing the transition programme and lwi involvement.

At the hui hosted at Te Rangimarie Marae on 19 August 2025, all parties, including
councils, acknowledged the importance of partnership under Te Tiriti o Waitangi. A
commitment was made to fully honouring Te Tiriti as the way forward. This
commitment was made by the attending Mayors and Chief Executives and lwi
leadership.

Nga Tapuwae o Hau'’s legal advisor was provided with a copy of the decision-making
table prepared by Simpson Grierson.

OTHER CONSIDERATIONS
Delayed appointment of the Board of Directors

Adopting the Constitution and Shareholders’ Agreement enables the formal
establishment of the Shareholders Committee, which is the forum that will be
responsible for appointing the WS-CCO Board of Directors —and it is the Board’s role
to appoint the Chief Executive. The recommended option addresses the risk of
director appointments being delayed, as it:

e allows the Shareholders Committee to confirm the composition of the Board
by April 2026;

e adheres to the implementation timeline in the WSDP (and therefore will not
be an issue in the monitoring undertaken by the DIA); and

e provides the maximum opportunity to ensure an efficient transition of water
services from the three councils and to negotiate service delivery
requirements and the transfer agreements as required by law.

Delayed engagement with Iwi

Including Iwi representation on the Shareholders Committee from the outset allows
their perspectives to be shared with the Council shareholders and influence the
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Statement of Expectations to be provided to the Board. Inviting Iwi to join the
workstreams will assist lwi to understand the transition of water services to Central

District Water.

7. NEXT ACTIONS

7.1 All three councils are considering these documents at meetings on 10 and 11
December 2025.

7.2 Following approval of the Shareholders’ Agreement by each council, which includes
the terms of reference for the Shareholders Committee, the councils and Iwi will
confirm their nominated representative to the Shareholders Committee, and
delegate all necessary powers to the Committee. This will then enable continuation
of the recruitment process of the Board of Directors initiated by the Project
Oversight Group, and subsequently to make those Director appointments.

7.3 Central Districts Water will need to be legally incorporated and registered with the
Companies Office with the final Constitution uploaded to the Companies Office
register.

8. COMPLIANCE AND ADMINISTRATION

Does the Council have delegated authority to decide? Yes

Are the decisions significant? Yes

If they are significant do they affect land or a body of water? Yes

Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special Consultative No

procedure?

Is there funding in the current Annual Plan for these objectives? Yes

Are the recommendations inconsistent with any of Council’s policies or plans? | No

The recommendations contribute to:

Whainga 4: He taone toitl, he taone manawaroa
Goal 4: A sustainable and resilient city

The recommendations contribute to this plan:

13. Mahere wai

13. Water Plan

The objectives are:

Plan, develop, maintain, upgrade and provide stormwater infrastructure to manage capacity
and accommodate growth;
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Plan, develop, maintain, upgrade and renew water infrastructure;

Plan, develop, maintain, upgrade and provide wastewater infrastructure to manage capacity

and accommodate growth

Contribution to strategic Council has resolved to form a joint WS-CCO with Palmerston
direction and to social, North City Council, Horowhenua District Council and Rangitikei
economic, environmental District Council, which will be able to borrow funds without
and cultural well-being affecting councils balance sheet. WS-CCO is a more affordable

been approved by the DIA.

delivery model for delivering 3 Waters services to the
community. The jointly submitted WSDP, which details the
strategic direction for the establishment of the WS-CCO has

ATTACHMENTS

1. HDC_PNCC_RDC WSCCO - Decision Making Table § &

2. FINAL HDC PNCC RDC - Constitution 4 &

3. Final HDC PNCC RDC - Shareholders' Agreement § 2

4. Central District Waters Presentation - 7 November § &

5.  Summary of changes to Constitution and Shareholders' Agreement from

28 November 4 T
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Constitution

SIMPS(AN
GRIERS%N

HOROWHENUA DISTRICT COUNCIL, PALMERSTON NORTH CITY COUNCIL, RANGITIKEI DISTRICT COUNCIL
WATER SERVICES COUNCIL CONTROLLED ORGANISATION PROJECT

KEY DECISIONS FOR FOUNDATION DOCUMENTS

TOPIC / QUESTION DECISION OPTIONS RECOMMENDATION CROSS-REF

Foundational information

1. Name of Company [TBC]

2. Scope of business Drinking Water, Wastewater and Stormwater Will have responsibility for all three waters, to align with earlier
Council decision-making and joint WSDP.

3. Effective date! (a) Day 0; the date the Company is incorporated ~ Day 0: 1 July 2026 (or earlier)

(b) Day 1; the date that all water services assets,
liabilities, rights and responsibilities will Day 1: 1 July 2027 (to align with WSDP and LTP cycle for
transfer to the Company shareholder councils)

If the preferred Day 1 was to shift earlier, then work programme
would be out of step with LTP adoption, but a workable solution
can be developed.

Ownership and control

4.

Whether dividends permitted (a) No dividend permitted
b

We recommend option (c) as it gives the Company some flexibility ~Clause 8,
) Dividend permitted with board approval while ensuring that a decision against reinvesting all surplus funds  Constitution

1

We have suggested including an effective date (the date on which the provisions of the Constitution will take effect) so that:

the Company can be incorporated before Day 1;

the Company will be governed by the Constitution on and from Day 1; and

the provisions of the Constitution will be applicable to a water services provider (as defined in the LG(WS)A) which the Company will not be until Day 1 (or the date it is
transferred responsibility for delivering water services).
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# TOPIC / QUESTION DECISION OPTIONS RECOMMENDATION CROSS-REF
(c) Dividend permitted with unanimous into maintaining and improving infrastructure and services cannot
shareholder approval be made too easily.
We consider this approach to be consistent with the purpose,
objectives and financial principles of the LG(WS)A.
5. Frequency of shareholder (a) Quarterly Recommend option (c), or otherwise determined from time to Clause 10.1,
meetings (b) Bi-annually time. Constitution
(c) Annually.
Directors, governance structure, and Shareholder meetings
6. What constitutes a quorumata (a) >50% Recommend option (c), to ensure that no shareholder is excluded Clause 4.2,
shareholders meeting? (b) 75+% from key decisions. Schedule 1,
(c) Arepresentative from each shareholder. Constitution
7. Director appointment (a) Each shareholder will have a right to appointa Neutral. Clause 12.3,
director, with additional directors appointed Constitution,
by agreement Option (a) could be a sensible solution that sees the directors clause 4.1 SHA, and
(b) Shareholders (directly or via Shareholders appointed for Day 1, but option (b) is arguably preferable as it schedule 3, SHA

Committee) will jointly appoint all directors

signals a joint approach and uniform comfort with the directors
being appointed.

Preference would be to delegate to the Shareholders Committee
the function of appointing directors, which is in keeping with
approach to decision-making.

Ideally, the Constitution would align with each Council’s policy
relating to the appointment and remuneration of a director, as far
as practicable, or a new appointment policy will be prepared and
adopted for the Company itself.Shareholding councils will prepare
a board skills matrix to satisfy the requirement to have an
appropriate mix of skills, knowledge, and experience in relation to
providing water services.
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# TOPIC / QUESTION DECISION OPTIONS RECOMMENDATION CROSS-REF
8. Term of director (a) Specified appointment term (eg 3 years), with Recommend option (a) (noting that initial appointments will need Clause 12.6,
a requirement to retire (but option to be re- to be staggered to ensure ability to rotate directors); that each Constitution
elected) up to a maximum term (eg 9 years (3  director is appointed for a specified term (eg 3 years) and is
x 3)) subject to a maximum tenure period (eg 3 x 3 year terms) unless
(b) Unspecified appointment term, with no determined by the shareholders otherwise.
requirement to retire unless
removed/replaced
9. Should directors have the (a) Yes Recommend option (b) given board meetings can be attended None provided for
power to appoint alternate (b) No virtually unless the shareholders unanimously agree otherwise. (ie not permitted)
directors?
10.  Director Remuneration (a) Determined by shareholders by ordinary Recommend option (c), while having regard to each shareholding Clause 12.18,
resolution (ie >50% vote) council’s appointment and remuneration policy and independent  Constitution
(b) Determined by shareholders by special data (or the Company’s policy).
resolution (ie 75%+% vote)
(c) Determined by the Shareholders Committee.
11.  Should interested directors be (a) Yes Recommend option (b), except in respect of: Clause 13.3,
allowed to vote? b) No 1. any payment or other benefit under s 161 of the Companies Constitution
Act 1993
2. the entry into an indemnity or insurance arrangement
12. What constitutes a quorumata (a) >50% Recommend option (b). Clause 4.1(a) of
directors meeting? (b) 75+% Schedule 2,
(c) 100% Constitution
13. Will the chair of a board havea (a) Yes Recommend option (b) to promote collective decision-makingand Clause 5.2  of
casting vote? (b) No avoid potential bias or tension. Schedule 2,

Constitution

References to 75+% in this documents are intended to signal a “75% or higher” threshold. The specific percentage should be agreed once shareholding structure is known.
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# TOPIC / QUESTION

14.  Frequency of board meetings (a)
(b)
(c)

DECISION OPTIONS

Monthly
No less than 10 times per annum
Quarterly

SIMPS(AN

GRIERSON

RECOMMENDATION

Recommend option (b), at least for the initial period until the
Company is established.

CROSS-REF

Clause 1, Schedule
2, Constitution

Accountability and reporting

15.  Additional reporting  (a)
obligations of the Company to (b)
each Council

Include additional reporting requirements
Rely on s 249 for notice to require additional
plans or reports

Recommend option (b) because it gives the parties the flexibility
to develop the reporting requirements rather than having to
prescribe them from the outset.

Note also that Statement of Expectations will provide further
opportunity to prescribe reporting requirements, and frequency
of reporting, and will be required to set out requirements for half-
yearly report from Company to Shareholders Committee.

Clause 11.1,
Constitution

Shareholders’ Agreement

Foundational information

16. The number of shares each (a)
shareholder will receive

Proportionate to the net assets each
shareholding council transfers to the
Company (and not subsequently adjusted)
Proportionate to the population or number of
water connections each shareholding council
has at the transfer date (and not subsequently
adjusted)

Equal shareholding of ~33% each (and not
subsequently adjusted)

One of the above options, rounded (eg
65/25/10) (and not subsequently adjusted)
One of the above options, with a subsequent
review and adjustment (eg annually)

Please refer to Morrison Low’s paper outlining alignment of
options (a) to (d).

We recommend option (d). It supports more efficient decision-
making for reserved matters as it would allow two out of three
shareholding councils to pass special resolutions (if the threshold
of 75% is adopted).

Schedule 1, SHA
(currently left
blank)

Sharholders Committee — membership
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# TOPIC / QUESTION

DECISION OPTIONS

SIMPS(AN

GRIERSON

RECOMMENDATION

CROSS-REF

17.  Shareholders Committee (a) [One/two/three] elected member[s] of each Recommend option (b). Clause 4, Schedule
membership and appointment shareholding council 3, SHA
rights — shareholding councils (b) At least one elected member, and up to Option (b) reflects the legal requirements for a joint committee
representatives [One/two] person[s] appointed by a under the Local Government Act 2002, which must involve a

shareholding council to represent it (which representative of each local authority. An alternative option

can be an elected member) would be to establish an other type of subordinate decision-
making body, which can allow for entirely appointed members,
but we anticipate that elected member representation will be
preferred.

18.  Shareholders Committee (@) No Mana Whenua representation Recommend either option (b) with a recommendation from Nga Clause 4, Schedule
membership and appointment (b) Person[s] appointed by Mana Whenua, and Tapuwae o Hau or (c). 3, SHA (not
rights — Mana Whenua confirmed by shareholding councils currently provided
representatives (c) Person[s] appointed by each shareholding Refer to Morrison Low’s paper for outline of advantages and for)

council disadvantages of the proposed options.
(d) Person[s] appointed jointly by shareholding
councils

19.  Shareholders Committee (a) Yes Recommend option (a) as it promotes good governance and helps  Clause 5, Schedule
membership and appointment (b) No streamline discussions (noting the chair will not have a casting 3, SHA
rights — independent chair vote).

20. Who will have the right to (a) Full Council Recommend option (a), and in tandem with the appointment the Clause 4, Schedule
appoint a shareholder (b) Mayor for each Council Full Council will need to approve delegations to the Committee. 3, SHA (not
representative to the currently provided
Shareholders Committee? for)

21. Frequency of Shareholders (a) Quarterly Recommend option (a), but with ability for Shareholders Clause 6.4, SHA
Committee meetings (b) Bi-annually Committee to determine otherwise from time to time.

(c) Annually
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SIMPS(AN

GRIERSON

# TOPIC / QUESTION DECISION OPTIONS RECOMMENDATION CROSS-REF
Shareholders Committee — decision making
22. Voting rights of Shareholders (a) Equal to the number of shares held by Option (b) recommended. Clause 8(c),

Committee members appointing shareholder Schedule 3, SHA

(b) Each member has equal voting rights.
23. Decision-making Generally by simple majority Reflects equal voting rights for representatives on Shareholders Clause 8(c),
Committee. Schedule 3, SHA

24.  Responsibilities of Suggest includes the following matters: Recommend inclusion of all matters. Clause 2, Schedule

Shareholders Committee

(a) Approval of initial plan and budget

(b) Preparation and approval of Statement of
Expectations

(c) Adoption of or changes to Director Skills
Matrix

(d) Director appointment policy

(e) Comments to Company on draft Water
Services Strategy

(f) Review of draft Transfer Agreements (but not
execution, as that is matter for Councils)

(g) Review of draft Transitional or Service Level
Agreements (but not execution)

(h) Other matters

Note Mana Whenua membership on the Shareholders Committee
may influence what is included in this scope, or may require
adjustments so that certain decisions are only for Shareholders as
opposed to non-Shareholder representatives.

3,SHA

Reserved Shareholder matters

25.

Matters requiring unanimous
approval of shareholders

Can include the following matters:

(a) Addition of new shareholder

(b) Addition of new party to the Shareholders
Committee

(c) Liquidation or winding up of Company

(d) Amalgamation

This should be limited to the most critical matters. We
recommend (a) to (d).

Schedule 2, SHA
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# TOPIC / QUESTION DECISION OPTIONS RECOMMENDATION CROSS-REF

(e) Other matters

26. Matters requiring 75+% (a) Issue (to an existing shareholder) of, or This list should be limited to matters which require substantial Schedule 2, SHA
approval of shareholders changes to, buy-backs of shares alignment among shareholding councils. We recommend (a) to
(b) Major transactions (being transactions with a  (e).
value of 50% or more of the assets of the
Company)
(c) Changes to constitution
(d) Material change to the nature of the
Company’s business
(e) Giving financial assistance for the purposes of
purchasing shares
(f) Other matters

Other

27. Will the shareholding councils (a) Yes Recommend option (b) to encourage financial sustainability. Clause 7.1, SHA
be required to make any loans (b) No
to the Company?

28.  Extent of shareholding (a) Proportionate to shareholding Recommend option (a). Clause 7.2, SHA
council’s guarantee to (b) Equal liability
Company’s under LGFA
arrangements

29. Dispute resolution regime (a) Negotiation, mediation, arbitration We recommend option (d), subject to determining which matters Clause 13, SHA
(b) Negotiaton, mediation, expert determination  should be resolved through expert determination.
(c) Negotiation, expert determination
(d) Negotiation, and hybrid of expert
determination and arbitration depending on

the nature of the dispute
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Final version 2 December 2025

CONSTITUTION OF CENTRAL DISTRICTS
WATER LIMITED
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1. DEFINITIONS AND INTERPRETATION

1.1 In this Constitution, unless the context otherwise requires:
Board means Directors who number not less than the required quorum, acting
together as a board of Directors.
Board Skills Matrix has the meaning given to it in the Shareholders’ Agreement.
Business Day means a day (other than a Saturday, a Sunday or a public holiday) on
which registered banks are open for business in the Manawati-Whanganui region,
New Zealand.
Chair means the chair of the Board appointed in accordance with clause 12.8.
Companies Act means the Companies Act 1993.
Company means Central Districts Water Limited.
Constitution means this constitution of the Company (including the Schedules) and all
amendments to it from time to time.
Director means a person appointed as a director of the Company in accordance with
this Constitution.
Distribution means the payment of a dividend and any other “distribution” as that
term is defined in section 2 of the Companies Act.
Financial Year has the meaning given to it in section 4 of the LG(WS) Act.
Independent Director means a Director who is neither a current elected member of
any Local Authority that is a Shareholder nor a current employee of any Shareholder
or the Company.
LGA means the Local Government Act 2002.
LG(WS) Act means the Local Government (Water Services) Act 2025.
Local Authority has the meaning given to it in section 5 of the LGA.
Reserved Matter has the meaning given to it in the Shareholders’ Agreement.
Service Area means the combined service areas (as defined in section 4 of the LG(WS)
Act) of the Shareholders being, at the date of adoption of this Constitution, the
territorial districts of Palmerston North, Rangitikei and Horowhenua.
Shareholder means any person for the time being registered in the Company's share
register as the holder of one or more Shares.

43096948_7
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Constitution Page 2

Shareholders' Agreement means the current shareholders' agreement relating to the
Company entered into between the Company and the Shareholders (as amended or
replaced from time to time).

Shareholders Committee has the meaning given to it in the Shareholders' Agreement.

Shares means the shares in the Company on issue from time to time.

Special Resolution means a resolution that is approved by 75% of the votes of those
Shareholders entitled to vote and voting on the question.

Statement of Expectations has the meaning given to it in section 220 of LG(WS) Act.
Subsidiary has the meaning given to it in the Companies Act.

Water Organisation has the meaning given to it in section 4 of the LG(WS) Act.
Water Services has the meaning given to it in section 4 of the LG(WS) Act, which will
be the water services transferred by the Shareholders to the Company in accordance

with the Transfer Agreement between each Shareholder and the Company.

Water Services Annual Budget has the meaning given to it in section 220 of the LG(WS)
Act.

Water Services Annual Report has the meaning given to it in section 220 of the LG(WS)
Act.

Water Services Half-yearly Report means the document referred to in section 248 of
the LG(WS) Act.

Water Services Strategy has the meaning given to it in section 220 of the LG(WS) Act.

1.2 Interpretation: In this Constitution, the following rules of interpretation apply, unless

the context requires otherwise:

(a) headings are for convenience only and do not affect interpretation;

(b) the singular includes the plural and vice versa, and a gender includes other
genders;

(c) another grammatical form of a defined word or expression has a
corresponding meaning;

(d) words in this Constitution have the same meaning as in the Companies Act
unless inconsistent with the context;

(e) a reference to a party, person or entity includes:

(i) an individual, firm, company, trust, partnership, joint venture,
association, corporation, body corporate, estate, state,
government or any agency thereof, municipal or local authority and

43096948_7
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Page 3

13

(f)

(s)

(h)

(i)

(k)

U]

(m)

(n)

any other entity, whether incorporated or not (in each case
whether or not having a separate legal personality); and

(ii) an employee, agent, successor, permitted assign, executor,
administrator and other representative of such party, person,
entity;

areference to dollars or $ is to New Zealand currency and excludes every tax
and duty;

a reference to a clause or schedule is to a clause or schedule of this
Constitution;

a reference to a statute, ordinance, code or other law includes regulations
and other instruments under it and consolidations, amendments,
re-enactments or replacements of any of them;

references to the word 'include' or 'including' are to be construed without
limitation;

references to any form of law are to New Zealand law, including as amended
or re-enacted;

a reference to a document or instrument includes the document or
instrument as novated, altered, supplemented or replaced from time to
time;

"written" and "in writing" include any means of reproducing words, figures
or symbols in a tangible and visible form;

any obligation falling due for performance on or by a day other than a
Business Day will be performed on or by the Business Day immediately
following that day; and

an obligation not to do something includes an obligation not to allow or
cause that thing to be done.

If there is any conflict:

(a)

(b)

(c)

between a provision of this Constitution and the provisions of the
Shareholders' Agreement, the terms of the Shareholders' Agreement will
prevail (other than to the extent prohibited by the Companies Act) and the
Shareholders must pass such resolutions as may be necessary to amend the
provisions of this Constitution to make it consistent with the Shareholders'
Agreement;

between a provision in this Constitution and a mandatory provision in the
Companies Act, the LG(WS) Act or the LGA, then the mandatory provision in
the Companies Act, the LG(WS) Act or the LGA will prevail; and

between:

43096948_7
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Constitution Page 4
(i) a provision in this Constitution and a provision in the Companies
Act which is expressly permitted to be altered by this Constitution;
or
(ii) a word or expression defined or explained in the Companies Act

and a word or expression defined or explained in this Constitution,
then the provision, word or expression in this Constitution will prevail.

CAPACITY

2.1

2.2

2.3

Water Organisation: As at the date of its incorporation, the Company is a Water
Organisation in terms of section 44 of the LG(WS) Act.

Business: The Company must not carry on any business other than the provision of, or
preparation for the provision of, Water Services and activities that are related to, or
necessary for, the provision of, or preparation for the provision of, Water Services, in
order to:

(a) meet the objectives set out in section 17 of the LG(WS) Act for the Service
Area; and

(b) maximise the cost efficiency of providing Water Services.

Capacity: Subject to this Constitution, the Companies Act, the LG(WS) Act, the LGA and
any current Statement of Expectations, the Company has full capacity, rights, powers
and privileges to carry on or undertake any business or activity, do any act, or enter

into any transaction.

WATER ORGANISATION REQUIREMENTS

3.1

3.2

33

The Company must comply with:

(a) its obligations under the LGA and LG(WS) Act, including preparing, adopting
and publishing its Water Services Strategy, Water Services Annual Budget,
Water Services Half-yearly Report and Water Services Annual Report;

(b) Parts 1 — 7 of the Local Government Official Information and Meetings Act
1987; and

(c) all other laws applicable to the Company and its Business activities.

Shareholder Input: The Shareholders are entitled to comment on the Company’s draft
Water Services Strategy and draft Water Services Annual Budget, and the Company
must consider those comments. However, the Shareholders will not have the power
to require changes or approve the final Water Services Strategy or final Water Services
Annual Budget.

Auditor: In accordance with the LGA, the auditor for the Company will be the Auditor-
General.
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Constitution Page 5
4, SHARES
4.1 Issue of Shares: Subject to this Constitution, the Shareholders' Agreement and the

LG(WS) Act, the Board may:

(a) issue Shares at any time, to any Shareholder or any other person permitted
to hold Shares in accordance with the LG(WS) Act and in such numbers as it
thinks fit;

(b) issue Shares in different classes which have different rights;

(c) issue Shares which are redeemable (as defined in section 68 of the

Companies Act); and
(d) divide existing Shares into different classes which have different rights.

CALLS ON SHARES

5.1

5.2

Board may make calls: Subject to the Shareholders' Agreement, the Board may make
calls on any Shareholder in respect of any money unpaid on their Shares, and not
previously made payable at a fixed time, by prior written notice to the relevant
Shareholder specifying the time and date for payment (such time and date to be no
earlier than 10 Business Days after the notice is given to the relevant Shareholder). The
relevant Shareholder must comply with the terms of any call made by the Board. A call
may be payable by instalments. The Board may revoke or postpone a call.

Interest and expenses: A person who fails to pay a call on the due date must pay:

(a) interest on that money from the day payment was due to the day of actual
payment at a rate fixed by the Board; and

(b) all expenses which the Company has incurred or may incur because of non-
payment,

provided that the Board may waive payment of all or part of that interest or those
expenses.

LIEN OVER SHARES

6.1

6.2

Existence and subject matter of lien: If a Shareholder fails to pay any call on the due
date, the Board may at any time by written notice to the Shareholder require payment
of the unpaid amount together with any amount payable under clause 5.2. Such notice
must specify a further date (not earlier than 10 Business Days from the date of the
notice) by which payment is required to be made, and must state that if such payment
is not made on or before the specified date, clause 6.2 will apply.

Company has first lien:

(a) The Company has a first lien over:

43096948_7
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Constitution Page 6
(i) each Share and the proceeds of sale of the Share; and
(ii) all distributions made in respect of the Share,
for:
(iii) all unpaid calls owing in respect of the Shares and any amount

payable under clause 5.2; and
(iv) sale expenses owing to the Company in respect of the Shares.
(b) The registration of any transfer of a Share will not operate as a waiver of any
lien the Company may have on that Share, unless notice to the contrary is

given by the Company to the transferee.

TRANSFER OF SHARES

7.1

7.2

7.3

7.4

7.5

Right to transfer: Subject to any restrictions set out in this clause 7, the LGA, the
LG(WS) Act and the Shareholders' Agreement, a Share may be transferred by entry of
the name of the transferee in the share register for the Company following receipt by
the Company of a validly signed form of transfer.

Prior approval required: No Shareholder may sell, assign, transfer or dispose of,
directly or indirectly, the legal or beneficial ownership of any of its Shares except in
accordance with the provisions of this clause 7 and unless such sale, assignment,
transfer or disposal:

(a) has first been approved in writing by all Shareholders; or

(b) is a permitted transfer in accordance with clause 7.4.

No delay: Subject to clause 7.5, the Board may not exercise any powers conferred by
this Constitution to refuse or delay the registration of any sale, assignment, transfer or

disposal of Shares completed in accordance with clause 7.2.

Permitted transfers: Subject to the LG(WS) Act, the restrictions in this clause 7 do not
apply to the transfer of Shares by a Local Authority to:

(a) another Local Authority that has a territorial district within the Service Area;
or

(b) any successor Local Authority to that Local Authority.

Board may refuse to register: The Board may refuse or delay the registration of any
transfer of a Share to any person if:

(a) the transfer would result in a breach of law, this Constitution or the
Shareholders' Agreement;

(b) any money payable on that Share is due for payment and has not been paid;

43096948_7
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Constitution Page 7
(c) the Company has an unsatisfied lien on that Share or the proceeds of sale of

that Share;
(d) the transferee is a person without legal capacity to contract or the transfer

has not been properly executed;

(e) the transfer is not accompanied by proof (reasonably required by the
Directors) of the right of the transferor to make the transfer; or

() the transfer document is not in the usual or common form or otherwise in
the form prescribed by the Board from time to time (if any),

provided that the Board must at all times comply with section 84 of the Companies
Act.

8. DISTRIBUTIONS

8.1 Distributions: The Company must not pay any Distribution in any way, directly or
indirectly, to any Shareholder.

9. COMPANY ACQUIRING ITS OWN SHARES

9.1 Company may acquire its own Shares: The Company may purchase or otherwise
acquire its own Shares only if it has first been authorised to do so by Special Resolution
in which case the Shares purchased or otherwise acquired will be deemed to be
cancelled immediately on acquisition.

10. SHAREHOLDER MEETINGS

10.1 Annual meeting: The Board must hold an annual Shareholders' meeting in accordance
with section 120 of the Companies Act unless in the case of any annual meeting,
everything required to be done at that meeting (whether by way of resolution or
otherwise) is done by written resolution in accordance with section 122 of the
Companies Act.

10.2 Special meetings: A special Shareholders' meeting:

(a) may be called at any time by the Board; and
(b) must be called by the Board on the written request of the Shareholders
Committee.

10.3 Proceedings at Shareholders’ meetings: The provisions of Schedulel to the
Companies Act as modified by this Constitution, including the rules set out in
Schedule 1, govern proceedings at Shareholders' meetings.
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MEMORANDUM

TO: Council

MEETING DATE: 10 December 2025

TITLE: Travel Approval for Councillor Vaughan Dennison to attend the

2026 Taipei Smart City Summit and Expo

PRESENTED BY: Gabrielle Loga, Manager International Relations

APPROVED BY: David Murphy, General Manager Strategic Planning

RECOMMENDATION(S) TO COUNCIL

1. That Council grant approval for Councillor Vaughan Dennison to travel to Taipei from
17 March to 20 March 2026 to lead a small delegation attending the 2026 Taipei Smart
City Summit and Expo.

11

1.2

1.3

2.1

ISSUE

This memorandum seeks approval for Councillor Vaughan Dennison, as Chair of the
Finance, Performance & Audit Committee, to travel to Taipei from 17 March to 20
March 2026 to attend the 2026 Taipei Smart City Summit and Expo, organised by the
Taipei Computer Association (TCA). Council approval is required under the Elected
Member Expenses and Allowances Policy.

The purpose of the trip would be to connect with local business leaders within the
delegation as well as to engage with leaders and decision-makers from government
and business sectors from around the world to exchange ideas and explore
opportunities in the collaboration of intelligent solutions for smart city planning and
implementation.

A copy of the invitation letter, the VIP information package, and an event brochure,
received on 31 October 2025, are included as Attachments 1-3.

BACKGROUND

Taipei Computer Association was established in 1974 and is a leading industrial
organisation in Taiwan. Since 2014, it has been facilitating the Smart City Summit
and Expo, acting as a bridge to government, academic, general public and
international professional bodies.
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2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

PALMY.

Every year, the event gathers city mayors and senior municipal delegates from across
nations to share and exchange their insights on the latest governmental strategies
and trends in smart cities. It is the largest government-to-government network for
promoting projects, connecting with futurists and potential partners across
industries, and gaining global influence at the marketplace in Asia-Pacific and

beyond.

Palmerston North has participated in the Taipei Smart City Summit and Expo for the
past five years, with the Mayor presenting on each occasion. At the 2025 event, the
city’s Chief Information Officer, Mr Ryan Eames, also delivered a presentation during
the 2025 Asia Connect Forum: The Age of Digital Convergence.

In 2025, the event attracted over 150,000 attendees and 550 exhibitors from 59
countries. Palmerston North’s consistent participation and strong presence at the
annual Taipei Smart City Summit and Expo has significantly elevated the city’s
profile, positioning Palmerston North as an active contributor to global
conversations on innovation, technology, and urban development.

In the 2026 event, there is an opportunity to present on Palmerston North’s smart
and green solutions applicable to urban development at the Net Zero City Leaders
Summit.

Councillor Dennison’s leadership of the delegation would secure the financial
support from the Taipei Computer Association via the complimentary government
VIP package, which includes:

e 1 round-trip flight ticket for the mayoral-level delegation leader of up to
USDS2,000;

e 4-night subsidised accommodation at designated hotels for all delegates of
up to TWDS3,000 per night per room, with a total amount not exceeding
TWDS$12,000;

e Airport pick-up and drop-off service, and transportation between the
designated hotel and the event venue.

The complimentary government delegation VIP package would need to be recorded
in the gifts register and would be required to be listed by Cr Dennison in the register
of members’ pecuniary interests under the Local Government Act.

Should Council approve Councillor Dennison to travel, the cost to Council would be
minimal and is unlikely to exceed $500, as flights and accommodation for the
delegation leader would be covered by the Taipei Computer Association.

Councillor Dennison would be unable to attend the Finance, Performance & Audit
Committee meeting on 18 March 2026, at least in-person. The Deputy Chair would
be asked to chair the meeting.
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3. NEXT STEPS

3.1 Should the recommendation be agreed, the Manager International Relations will
liaise with the Taipei Computer Association to accept the financial support package
for the delegation, confirm participation of local businesses and proceed with travel
bookings.

3.2 Following the visit, Council will receive a report on the 2026 Taipei Smart City
Summit and Expo.

4. COMPLIANCE AND ADMINISTRATION

Does the Council have delegated authority to decide? Yes
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative No
procedure?

Is there funding in the current Annual Plan for these objectives? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? | No

The recommendations contribute to:

Whainga 1: He taone auaha, he taone tiputipu
Goal 1: An innovative and growing city

The recommendations contribute to this plan:
2. Mahere whakawhanake ohaoha
2. Economic Development Plan

The objective is: to promote the city and the city’s interests to global partners.

Contribution to strategic The delegation outlined in this report helps to promote the
direction and to social, city’s international reputation in smart city planning and
economic, environmental sustainable urban development as well as explore potential
and cultural well-being partners to enhance economic, educational, research and

innovation investment cooperation. Councillor Dennison’s
leadership of the delegation enables financial support for the
delegation and would contribute to its success.

ATTACHMENTS

1. Formal Invitation Letter to 2026 SCSE § &
2. VIP Information Package B
3. 2026 Taipei SCSE Event Brochure 4
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MEMORANDUM

TO: Council

MEETING DATE: 10 December 2025

TITLE: Annual Budget 2026/27

PRESENTED BY: Scott Mancer, Manager Finance and Cameron McKay, Chief
Financial Officer

APPROVED BY: Waid Crockett, Chief Executive

RECOMMENDATIONS TO COUNCIL

1. That Council instruct the Chief Executive to prepare a draft of the Consultation
Document and supporting information for the Annual Budget 2026/27 for
consideration by Council at its meeting on 11 February 2026 and that it contains:

a. Operating programmes as outlined in Attachment 4, which continue to include
those highlighted in clause 9.2 (as amended, if required);

b. Renewal capital programmes as outlined in Attachment 5 (as amended, if
required);

c. Capital New and Growth programmes outlined in Attachment 6, which includes
programme 1681 (Kikiwhenua Transport) highlighted in clause 9.2 (as
amended, if required);

d. Significant budget assumptions as outlined in Section 5;
e. Operating budgets as outlined in Attachments 1-3 (as amended, if required);

f. The outcomes following consideration of Clause 9.3 and any other matters
raised by Elected Members;

g. Bringing forward Programme 2366 (Hydroslides) from 2029/30 to 2026/27 and
updating the associated budgets as identified in Attachment 7.

1. ISSUE

1.1 Officers are in the process of developing the Annual Budget 2026/27 for
consideration by the Council, based on year 3 of the Long-Term Plan (LTP) and
updated to reflect the flow-on impacts of the adoption of the 2025/26 Annual
Budget.
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1.2 This report provides an overview of the total budget position and seeks guidance so
that a draft of the Consultation Document (CD) and supporting information can be

prepared for consideration by Council at its meeting on 11 February 2026.
2. BACKGROUND

2.1 The Council followed a timetable for 2025/26 Annual Budget that saw it being
adopted on 4 June 2025. This slightly earlier timing than previously was supported as
it enabled staff to plan the execution of the 2025/26 work programme with more
certainty than before. It is proposed that a similar timetable be followed for the
2026/27 Annual Budget as outlined in the following graphic:

Update draft «Review assumptions

eTest detail & update

bUdget ePeer review
EM in |t|a| eFirst Draft Review (10 December 2025)
eReview & approve CD & supporting information (25 February
engagement 2026,

. ePublish CD & supporting information (March)
P u bl IC e|Information sessions

*Submissions
engageme nt eHearings (22 + 23 April 2026)

Review & u pd ate eUpdate assumptions & capex carry forwards

eAssess submissions

information *Prepare updated advice

De| | berations & *EMs consider submissions & recommendations (6 + 7 May 2026)
. ePrepare draft of final annual budget (AB)
adopt|0n *EMs adopt final AB & set rates (3 June 2026)

2.2 This report covers:

e The timetable for the budget development and adoption;

The approach taken to the development of the draft budget;

e Changes to significant forecasting assumptions;

e  Budgets at Corporate, Groups of activity and activity level;

e  Programmes (operating, renewal, capital growth and capital new);

° Further referrals and matters for consideration.

Page | 158

ITEM 11



2.3

3.1

3.2

3.3

331

3.3.2

PALMY.

PAPAIOEA
PALMERSTON
NORTH

(=10

Rating incidence (how rates will be distributed amongst different property types and
categories) will change again in 2026/27 due to the increased share of the rates
being based on the capital value rather than the land value as part of the three-year
implementation plan.

OVERVIEW & APPROACH

The draft proposed 2026/27 Annual Budget has been prepared having regard for the
following:
e  Continued provision of city services at current levels as far as practicable;

e Continued protection of the community’s investments in its infrastructure
through an appropriate structured programme of asset maintenance and
renewal;

e The economic climate and community and government expectations that
rates increases should be kept to a minimum;

e  The Council’s decision to create the new water services CCO (Central Districts
Water) with the objective of transferring the Council’s water, wastewater and
stormwater functions to the new entity effective from 1 July 2027.

The LTP incorporated an assumption that total rates would need to increase by 8.5%
from year 2 (2025/26) to year 3 (2026/27) due to:
e Increasing investment in renewals;

e Additional interest and debt repayment provisions driven by the capital
expenditure programme for years 1 and 2;

e Inflationary movements.

The draft for 2026/27 assumes an increase of 5% in the total rates requirement and
incorporates the following:

A revised capital expenditure programme to reflect:
e Updated transport programmes based on the National Land Transport

Programme funding received;

e  Updated circumstances — timing, changes in scope or work that is no longer
required;

e  Reduced renewal programme based on appropriate risk and investment
profiles.

Reduced interest rate assumption for borrowing from 5% (LTP) to 4% to reflect
recent market movements.
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Updated remuneration assumptions include an allowance of $500k for Contact
Centre staff funded from additional revenue (as approved by Council in the 2025/26
annual budget) and, due to Central Government policy changes, an additional $400k

to cover the forecasted additional KiwiSaver costs the Council will incur.

Updated insurance budget to reflect anticipated lower premiums based on forecast
2025/26 costs, offset in part by increased utility costs.

Increased airport dividend assumption consistent with Statement of Expectations for
Palmerston North Airport Limited.

Making provision for the water related levies for Taumata Arowai (5360k) and
Commerce Commission ($110k) imposed since the LTP was agreed.

Miscellaneous budget updates across various activities — both increasing revenue
assumptions and decreasing expenditure.

A programme of $2.9M for costs associated with establishing Central Districts Water
($2.5M assumed to be loan funded).

Reduced programme 1401 — City wide infiltration and inflow investigations from
$548k to $300k meaning progress can still be made in this area but at a slower pace
than previously assumed.

BUDGET OVERVIEW

Tables 1 and 2 below summarise the draft 2026/27 operating budgets compared
with the LTP for 2026/27 and the Annual Budget for 2025/26.
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Table 1: Funding of Operating |Adopted Annual| Draft Annual | Long-Term
Expenses (SM) budget Budget Plan
2025/26 2026/27 2026/27

Personnel 63.3 65.7 64.8
Depreciation 49.6 49.9 54.3
Finance (interest) 14.1 14.5 20.5
All Other Operating Expenses 80.9 84.3 81.2
Total operating expenses 207.8 214.4 218.3
Operating subsidies & grants (6.5) (5.5) (5.5)
Finance revenue (0.5) (0.6) (0.4)
Other revenue (40.2) (42.4) (41.4)
Total operating revenue (47.2) (48.5) (47.4)
Net operating expenses 160.6 165.9 170.9
Less:

Depreciation (49.6) (49.9) (53.1)
dOsstrating expenses funded from (5.1) (4.8) (3.0)
Plus:

E:gg‘g:;s (3-year rolling 30.8 29.7 323
Debt repayment 9.1 12.3 11.8
Total rates requirement 145.9 153.2 158.9

Page | 161

ITEM 11



PALMY.

PAPAIOE
Of
Y

PAIOEA
PALMERSTON
NORTH

C

Table 2: Components of Adopted Annual| Draft Annual | Long-term

increased rates requirement budget budget 3 Plan*
2025/26 2026/27 2026/27

Interest Costs on Debt (0.3%) 0.3% 2.3%

Debt Repayment 1.0% 2.2% 1.4%

Bolllng Average Renewal 1.6% (0.8%) 0.9%

increase

Labour Costs — Market 3.0% 1.6% 1.6%

Movement

Utilities and Insurance 0.3% 0.0% 0.1%

Software Licenses 0.1% 0.8% 0.6%

All other (Contractors,

Professional Services, Materials, 2.2% 1.8% 1.0%

etc.)

Revenue (excluding rates) (1.3%) (0.9%) 0.6%

Incre.ase in total rates 6.6% 5.0% 8.5%

requirement

3 The percentages shown in this column represent the change compared with the 2025/26 Annual Budget.

4 The percentages shown in this column represent the comparison of the LTP figures for 2026/27 with the LTP
figures for 2025/26 which assumed there would be a rates increase of 8.9% for 2025/26 rather than the final
outcome of 6.6%.
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Table 3 below summarises the draft 2026/27 capital budgets compared with the LTP
for 2026/27 and the Annual Budget for 2025/26.

Table 3: Funding of Capital Adopted Annual| Draft Annual | Long-term
Expenditure ($M) budget Budget Plan
2025/26 2026/27 2026/27

Renewals 343 33.3 35.9
Capital for growth 9.9 13.3 25.0
Capital new 53.1 50.4 97.2
Total capital expenditure 97.4 97.1 158.1
Funding from external sources 12.5 9.0 38.1
Funding from rates (renewals) 30.8 29.7 32.2
Funding from additional debt 54.1 58.4 87.8

The capital expenditure programme has been reviewed and updated to reflect latest
circumstances and the likelihood of being able to deliver.

Many of the reductions shown in Table 4 (below) relate to previous Council decisions
and include the reduction of funding for Transport Programmes subsequent to the
LTP being adopted, delays in confirming the Summerhays redevelopment, awaiting
further information from Government agencies and/or legislation, as well as
awaiting funding confirmation for projects before they commence. The programmes
showing increases all relate to key priorities of Council in relation to the roading
network.

The current status of the Waste Management Fund (WMF) funding application for
the Materials Recovery Facility Development (MRF) is that external assessment panel
are at the current time supportive of the recommendation that the WMF fund the
PNCC Regional MRF. Noting no decision/outcome has been made for our
application, a decision is expected in February 2026. Our funding request is for up to
$4.2M and indicated the timeline of procurement commencement in March 2026,
with installation occurring May — July 2027.

Officers in the current draft capital programme have recommending deferring
Programme 727 Recycling - Materials Recovery Facility Development (MRF).
However, since the budget was drafted, officers have been advised that should the
funding application be successful, the WMF will not hold an offer of funding if the
MRF programme is deferred as recommended in the paper. The recommendation to
defer the MRF Project when drafting the AB 26/27 was based on the following:
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e Aneed to review the budget of the MRF Project to ensure that it reflects the
upgrades required for a regional operation;

e  Formal confirmation of regional collaboration opportunities.
4.7 Further explanations are available in Attachment 6 against the relevant programme.

The most significant reductions (in $ terms compared with the LTP) are for the
following programmes:

Table 4
Prog # | Programme LTP (SM) Draft AB (SM)
1459 Social housing units 8.2 0.5
1895 Te Motu o Poutoa 7.3 0
243 Transit Hub 6.3 0
902 Seismic Strengthening of Council 6.8 2.1
buildings
2390 Transport - Low cost/low risk 4.2 0
2456 Te Motu o Poutoa — Cliff Road 3.8 0
2335 Stoney Creek Road 4.8 2.1
628 Nature Calls 43 2.0
2057 City-wide shared pathways 2.1 0
1616 Wastewater pump stations 2.3 1.2
2514 Plant & vehicles for food scrap 1.0 0
collection
2359 PNITI — Bunnythorpe bridge 1.0 0
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The most significant updates to timing of programmes (in S terms compared with
the LTP) are for the following:

Prog# | Programme LTP ($M) Draft AB (SM)

1681 Transport Kikiwhenua 0 4.7

159 Kelvin Grove Road 1.0 3.1

2564 Whakarongo & Aokautere 0 1.9
intersections

2231 Transport — additional bus shelters | 0 0.7

More detailed financial information is provided in the attachments as follows:

Attachment 1 — Summary financial statements

Attachment 2 — Activity statements in the form included in the annual budget

Attachment 3 — Detailed sub-activity statements with comments to explain
any significant differences to Year 3 of the LTP

Attachment 4 — Operating programme schedules

Attachment 5 — Renewal Capital programme schedules

Attachment 6 — New & Growth Capital programme schedules

SIGNIFICANT BUDGET ASSUMPTIONS

Inflation

51

The LTP 2025/26 budget figures were based on the application of 2023 Business and
Economic Research (BERL) inflation indicators to the underlying budget data. BERL
released updated indices in October 2024 and these were used in the Annual Budget
model for 2025/26 to update the average renewals calculations. BERL released
interim updated indicators in July 2025 and in October released further updated
indicators. These indicators are shown in Table 5 below:
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Table 5: BERL indicators 2026/27
LTP BERL BERL
Oct 24 Oct 25
Planning & Regulation 2.2% 2.7% 2.2%
Roading 2.3% 3.1% 3.1%
Transport 2.2% 2.9% 2.6%
Community 2.2% 2.9% 2.1%
Water and environment 2.7% 2.8% 2.7%
Waste 2.8%

The draft 2026/27 budgets use the October 2024 BERL inflation assumptions for
2026/27. A detailed review of individual budgets has taken place that has reduced
budgets where applicable. The 2025 BERL indicators have been used to update the
average renewals calculations.

Interest rate for borrowing

5.3

The interest rate used in years 1-3 of the LTP is 5%. Downward movement in market
interest rates (partially offset by increasing lender margins) meant the rate was
reduced to 4.4% for the 2025/26 budget. It is proposed to further reduce this to 4%
for 2026/27. This lower interest rate assumption has been built into the draft
budget and has the effect of reducing the interest expense by approximately $3.6M
compared with the LTP assumption. Overall, the draft interest expense budget for
2026/27 is $0.4M higher than the 2025/26 budget and S6M lower than the LTP (Year
3, ie. $3.6M due to the lower interest rate and $2.4M due to the lower level of debt).

Remuneration

54

The draft budget has been prepared making the following assumptions:

e Updated remuneration assumptions include an allowance of $500k for
Contact Centre staff funded from additional revenue (as approved by Council
in the 2025/26 annual budget); and due to Central Government Policy
changes, an additional $400k to cover the forecasted additional KiwiSaver
costs the Council will incur;

e S$6.3M of the gross remuneration costs is assumed to be capitalised —
unchanged from 2025/26.
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Utilities & Insurance

5.5

5.6

The draft utilities budget for 2026/27 is $4.4M compared with $3.4M in year 3 of the
LTP and $3.7M in the annual budget for 2025/26.

Significant increases in insurance premiums were provided for from 2023/24 to
2024/25. During 2025 there has been some softening of the market for some
insurance types. As a consequence, a budget provision of $4M has been made for
2026/27 compared with $4.7M in year 3 of the LTP and $4.6M in the annual budget
in 2025/26 that affect 2026/27.

NZTA Funding Confirmation & Transport Budgets

5.7

5.8

5.9

NZTA provided the details of the three-year funding envelope after the adoption of
the LTP and this led to the need to make significant changes for the 2024/25 and
2025/26 budgets. The draft budget figures have been updated to reflect the changes
made for 2025/26.

In addition to the reduction in funding from NZTA there is (and continues to be)
significant pressures on the operating budgets for the Transport Activities, these
budget pressures relating to significant cost pressures for managing the transport
network as a result of a higher inflation rate for use in construction activities. The
increases particularly relate to street tree, berm and garden maintenance, roadside
spraying, transport modelling, marking of lines and traffic islands, road signage and
increases to consequential operating costs from the capital programme, including
assets vested to Council.

Given the level of change across the multiple sub-activities of Roading, we have
included a summary of all roading sub-activities below. Elected Members can find
individual sub-activity information in Attachment 3.
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Activity:

Roading
Sub Activity: ALL

Varianc
2026/27 eto Varianc  2026/27

2025/26 Draft 2025/26 etolLTP LTP Year

A.B. A.B. A.B. Year 3 3
Operating Revenue
Fees and charges 201 207 6 2 205
Grants and subsidies received 3,702 3,821 118 (247) 4,068
Other revenues 7,824 8,035 211 350 7,685
SUB-TOTAL REVENUE 11,727 12,063 336 105 11,958
Expenditure
Grants and subsidies paid - - -
Professional Services 1,859 1,303 556 1,145 2,449
Contractors 8,273 10,378 (2,106) (2,014) 8,365
Other operating expenses 1,551 1,454 97 (73) 1,382
Materials 149 154 (5) (1) 153
Utilities 591 756 (166) (169) 587
Net Interest 2,704 2,901 (196) 579 3,479
Depreciation and amortisation 12,251 12,282 (31) 1,257 13,538
Remuneration and Net Internal
Expenses 5,967 6,258 (291) (1,565) 4,693
SUB-TOTAL EXPENDITURE 33,345 35,486 (2,142) (841) 34,645
NET SURPLUS/(DEFICIT) (21,617) (23,423) (1,806) (736) (22,687)
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Revenue Assumptions (especially fees & charges)

5.10

5.11

5.12

5.13

5.14

5.15

It is intended that a report on proposed levels of fees and charges will be presented
for consideration in February. However, as part of the review of the draft budget for
2026/27 Officers have considered the following:

e  Whether budget revenue assumptions are consistent with the latest nature
and level of activity for each activity;

e  Whether these revenue assumptions fall within the revenue bands described
in the Council’s Revenue & Financing Policy;

e  Whether the revenue assumptions are based on increases in fees and
charges that are significant or potentially contentious.

It has been assumed there will be no increase to fees and charges for the following
at this stage as they were last increased from 1 July 2025:

e  Metered parking — metered parking revenue continues to be monitored in an
effort to better understand the drivers of parkers’ behaviour. Some changes
to fees and charges may be necessary in the light of proposed legislative
changes to charges that can be made to recover the costs of processing card
payments;

e  Rubbish bags.
Inflation related percentage increases in fees and charges have been assumed for:
e  Regulatory activities — building, planning, public health and animal
management;
e  Parks and reserves;

° Cemeteries.

Earlier this year it was decided the increases considered necessary for trade waste
charges set in accordance with the bylaw would be staged over two years, 2025/26
and 2026/27. This will be canvassed in more detail in February.

Activities where the proposed budgets do not yet meet the target external funding
proportions described in the policy include:

e  Conference & Function Centre (draft 42% - policy minimum 60%);

e Cemeteries (draft 48% - policy minimum 60%);

e  Social Housing (draft 63% - policy minimum 80%).

These are the same activities as were considered during the review of the Revenue &
Financing policy as part of the LTP development. At the time Council determined it
was prepared to operate outside of the policy targets as options were being
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considered. Further benchmarking work will be undertaken when preparing the fees
and charges report for consideration in February.

Revenue assumed from other charges is broadly in line with year 3 of the LTP with
the following exceptions:

e Dividends —increase from $150k to $S400k to reflect Council’s Statement of
Expectation for Palmerston North Airport Ltd;

e Planning fees (private) — increased volumes but offset by increased expenses
for remuneration and professional services;

e  Parking Infringement fines — increase in line with current performance since
increase in level of government-regulated infringement charges.

LOCAL WATER DONE WELL

The LTP assumed water activities will remain a part of the core Council operations
throughout the 10 years. Although the decision has been made to form Central
Districts Water (in conjunction with Horowhenua & Rangitikei District Councils) it is
planned that the operations will not pass to the new entity until 1 July 2027.

Until now, Government has provided funding to assist councils with the transition
costs that have been incurred. At the current point in time, the proposed budget for
2026/27 is $2.9M, covering transition support and some costs associated with the
formation of the water CCO.

It has been assumed $2.5M will be funded from debt and this will form part of the
establishment debt taken into account on the formation of the CCO. S0.4M is rates
funded.

Provision for regulator levies have been included in the appropriate operational
budgets for Water, Wastewater and Stormwater. These are funded from rates.

LABOUR ALLOCATIONS

Since the implementation of the new budgeting and reporting tool during the LTP
development, there have been a number of process improvements and
enhancements made to allocation models — most particularly the overhead model.
During the drafting of the 2026/27 budget, an additional improvement has been
made to the labour allocations. These allocations relate to how staff time (and
associated overheads) are allocated to each activity of Council. The 2026/27 budget
has seen a more detailed allocation of staff time across sub-activities. There have
been some movements (both increasing and decreasing costs) as a result of this.
There have been no overall increases to the budgets as a result — other than the
usual assumptions relating to staff remuneration, interest and inflation assumptions
which impact overhead budgets.
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HYDROSLIDE PURCHASE OPPORTUNITY

The LTP has Programme 2366 — Securing the Future of the Lido Outdoor Hydroslides
included in Year 2029/30. Council Officers have been approached about bringing this
purchase forward by approximately four years, to 2026/27. The proposal is outlined
in Attachment 5. There would be an increase in operational revenue and
expenditure, as well as capital investment required, if this proposal was accepted.

If this opportunity was approved, this would reduce the rates requirement for
2026/27 by approximately 0.1%.

COUNCIL REFERRALS

Council has referred a number of matters for consideration during the annual budget
process.

The following items have been included in the draft budget contained within this
report. These items relate to work or commitments already begun in the current
financial year.

e That Council refer a budget of $2,622,000 for Programme 1681 — Urban
Growth Kikiwhenua Transport to the 2026/27 Annual Budget process.

e That Council create a new operating programme (No. 2559) to provide civic
support for Massey’s Te Waimana o Turitea Botanical Gardens project — of
S50k in 2025/26 and refer S50k per year to 2026/27 and 2027/28 annual
budget processes.

e That Council create a new operating programme (No. 2560) to provide
support for Manawatl Rugby in Community Rugby and towards Cyclones and
Turbos teams of $25k in 2025/26 and refer $25k per year to 2026/27 and
2027/28 annual budget processes.

e That Council create a new operating programme (No. 2563) to provide civic
support for the PNBHS Hockey Turf project of $33.5k in 2025/26 and refer
$33.5k per year to 2026/27 and 2027/28 annual budget processes.

e  That Council create an operating programme (No. 2561) to fund the costs of
Te Ahu a Turanga gateway carpark at $20,000 in 2025/26, and refer ongoing
management costs.

The following item has not been included in the draft budget. This would be new
from 2026/2027.

e That Council refer to the Annual Budget 2026/27 consideration of a grant of
$10,000 to Kiwi Canoe Polo for the purpose of developing a combined
feasibility study and business case for a new Canoe Polo facility, to inform the
2027-2037 Long-Term Plan.
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10. NEXT STEPS

10.1 Assuming sufficient direction is provided at this meeting the next step is for a draft
consultation document and supporting information (including updated year 3
budgets) to be presented to the meeting scheduled for 11 February 2026.

10.2 ltis intended the final consultation document and supporting information be
adopted on 25 February 2026. The CD will bring community attention to the reduced
transport programme (relative to the initial LTP) and indicate the Council’s key
assumptions and priorities.

10.3 Elected Members will then focus in 2026 on developing a new Long-Term Plan.
Officers note that the nature and magnitude of legislative change facing local
government is extensive, and this will be reflected in the next LTP.

11. COMPLIANCE AND ADMINISTRATION

Does the Council have delegated authority to decide? Yes

Are the decisions significant? No

If they are significant do they affect land or a body of water? No

Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special Consultative No

procedure?

Is there funding in the current Annual Plan for these objectives? Yes

Are the recommendations inconsistent with any of Council’s policies or No

plans?

The recommendations contribute to the achievement of objective/objectives in:

14. Mahere mana urungi, kirirarautanga hihiri

14. Governance and Active Citizenship Plan

The objective is: Base our decisions on sound information and advice

Contribution to strategic The Annual Budget process is an essential procedural step to
direction and to social, enable the Council to fulfil its legislatively prescribed planning
economic, environmental | and reporting accountability obligations.

and cultural well-being

ATTACHMENTS

1. Summary Financial Statements {L
2. Activity Financial Statements J &

3. Detailed Sub-Activity Statements {
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TO:

MEETING DATE:

TITLE:
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RECOMMENDATION TO COUNCIL

1. That Council receive its Work Schedule dated 10 December 2025.

COUNCIL WORK SCHEDULE DECEMBER 2025

ITEM 12

# Report | Subject Officer Current Date of
Date Responsible Position Instruction &
Clause
1 | 10Dec | Draft-AnnualBudget2026/27- | ChiefExecutive |-
2025 Programme-planning
2 | +o-Bes | ApseiatmonteiCERA GMCorporate Mbe 6-Mareh2024
Term-expires
Dec20252)
3 10-Bee | Appointment of Elected GM Corporate Appointment | 1 November 2023
2025 Members to the District Services for March Clause 190-23
11 Feb | Licensing Committee List 2026 for.
community
2026 members
4 11 Feb | Wastewater Treatment Plant - | GM
2026 Nature Calls: Quarterly Report | Infrastructure
5 11 Feb | Manawatl Ring Road Business | GM Strategic
2026 Case Planning
6 11 Feb | Arena 5 Development Six GM Council 12 Feb
2026 Monthly Update Infrastructure 2025
Clause 24-25
7 11 Feb | Review draft CD and Chief Executive Terms of
supporting information - Reference
Annual Budget 2026/27
8 25 Feb | Appointment of Community GM Corporate Terms of
2026 Members to the District Services Reference
Licensing Committee List.
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# Report | Subject Officer Current Date of

Date Responsible Position Instruction &
Clause

9 25 Feb | Agree Consultation Document | Chief Executive Terms of
2026 - Annual Budget 2026/27 Reference

10 | 25 Remits from PNCC for GM Corporate Terms of
March | consideration Services Reference
2026

11 | 25 Agree revised BPO — Nature GM Terms of
March | Calls Infrastructure Reference
2026

12 | 25 Civic and Cultural Precinct GM Strategic Terms of
March | Master Plan Steering Group - | Planning Reference of the
2026 6-monthly update ECMP Steering

roup

13 | 25 Review of PNCC Appointment | GM Corporate Not a post- 2 Oct 2024
March | of Directors Policy. Services er?;::?yn Clause 172
2026

14 | 22 April | Hearings for the Annual Chief Executive Terms of
2026 Budget 2026 Reference

15 | 6 May | Deliberations on the Annual Chief Executive | Including Fees | Terms of
2026 Budget 2026-27 and Charges Reference

(consulted on)

16 | 27 May | Remits received from other GM Corporate None received | Terms of
2026 Territorial Authorities Services Reference

17 | 3June | Adopt Future Development GM Strategic Council
2026 (FDS) Strategy 2026 Planning 28 June 2023

Clause 109-23

18 | 3June | Adopt Annual Plan (Budget) Chief Executive Terms of
2026 2026-27 Reference

19 | 3June | Adoption of Fees and Charges | GM Corporate Consider Terms of
2026 following consultation (Trade | Services alongside Reference

Waste/ Planning) Annual Budget
12 Feb

20 | 3June | Approve Borrowing for 2026- GM Corporate Terms of
2026 27 Services Reference

21 | 3June | Setthe Rates for 2026-27 GM Corporate Terms of
2026 Services Reference

22 | 24 June | Effectiveness of Civics GM Customer & 29 May 2024
2026 Education Initiatives — Annual | Community Clause 95.29 -24

progress report

23 | 24 June | Aokautere Business Case GM Strategic 3 Sept 2025
2026 Planning Clause 168-25

24 | 24 June | Parking Contract Review GM Following Council 4 Sept
2026 Update - Frog Parking Infrastructure specialist staff | 2024

recruitment

Clause 156-24
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ITEM 12

# Report | Subject Officer Current Date of
Date Responsible Position Instruction &
Clause
25 | 26 Appointment of Trustees on GM Corporate Terms of
August | Council Controlled Services Reference
2026 Organisations
26 | 30 Sept | Hearings Commissioners List GM Corporate Appoint 6 Dec 2023
2026 | 2027-2030 - Services before 30 Nov | Clause 204-23
Recommendations for 2026
appointment of external
commissioners
27 | 30 Sept | Adopt Annual Report 2026/27 | GM Corporate Terms of
2026 Services Reference
28 | TBC Nature Calls — Shortlist Options | GM Water Council
and Public Engagement Infrastructure | Standards 29 May 2024
released Clause 95.11 -25
20/11/2025 (rec2)
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