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Whainga 1
Goal 1

He taone auaha,
he taone tiputipu

An innovative
and growing city

Whainga 2
Goal 2

He taone whakaihiihi,
tapatapahi ana

A creative and exciting
City
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Whainga 3
Goal 3

He hapori tthonohono,

he hapori haumaru

A connected and safe
community

Matawhanui Papaioea
Palmerston North vision

He taone toitu, he
tadone manawaroa

A sustainable and
resilient city
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Introduction

Financial Overview and Statements

Overview

The Council’s Annual Budget?® covers the period 1 July 2026 to 30 June 2027. It incorporates operating and capital expenditure for the period for the core Council
entity - consolidated statements have not been prepared to include subsidiaries. In this section financial information is provided at a summary level but more detailed
information for each activity and group of activities is included throughout the document.

Financial Strategy

The key elements of the financial strategy
underpinning this have been:

e To ensure to Council’s long-term financial
position is sustainable.

e To recognise inter-generational funding
requirements.

e To manage debt within defined levels.

e To maintain the infrastructure provided for
the City by previous generations, for the
use by current and future generations.

e To ensure financial capacity for future
generations so they are able to fund high-
priority programmes.

e Timely provision of new infrastructure that
builds capacity and enables the City to
harness new development

! The Council uses the term “Annual Budget’ to represent the ‘Annual Plan’ required under the Local Government Act 2002

opportunities while avoiding the financial
risks associated with over provision.

In developing this strategy, The Council has
focused on:

What needs to be done to ensure the City’s
infrastructure can continue to provide
desired levels of service and meet any
growth in demand.

What level of rates is required to meet the
infrastructure needs.

How to create sufficient borrowing
‘capacity’ to cope with future high-priority
programmes.

As a result, the approach has been to:

Encourage staff to provide innovative and
efficient delivery of services.

Commit to funding capital renewals at the
levels required to maintain assets.
Challenge expenditure proposals to ensure
they are aligned to key Council Strategies,
that the proposed timing is realistic and
that they are capable of being delivered.
Peer-review capital expenditure budgets
to ensure they are adequate in the current
challenging contracting market.

Make sure that the expenditure required
for growth is committed soon enough to
enable the City to harness development
opportunities and comply with the
requirement of the National Planning
Standards, but not too far ahead of when
the infrastructure will actually be required.
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The table below shows the key financial parameters for the Annual Budget compared with those for 2026/27 in the Long-
Term Plan

Parameter Long-Term Plan Annual Budget Limit
Increase in total rates 8.5% 4.9% 7.4%#

Net debt as a % of total assets 15.9% 14.5% 20%

Net debt as a % of total 212.4% 186.9% 250%
revenue

Net interest as a % of total 9.7% 7% 15%
revenue

Net interest as a % of annual 12.5% 9.2% 20%

rates income

#Note: this limit comprises the following The LTP assumed this limit would be 8.5% but

elements - October 2025 BERL cost index for
2027 (2.6%) + growth in the rating base (0.4%) +
provision to fund cost of higher standards and
new services (2%) + increase in funding required
for interest and debt repayment (2.4%).

since then then the BERL cost index has
increased but the budget provision for
increased interest and debt repayment has
reduced due to lower average interest rates.
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Introduction

Forecast Financial Statements

The financial information contained in the Annual
Budget is a forecast for the purposes of Public
Benefit Entity (PBE) Financial Reporting Standard
(FRS) 42. This information may not be appropriate
for purposes other than those described. It has
been prepared on the basis of assumptions (refer
to Significant Forecasting Assumptions in section 2)
as to future events that the Council reasonably
expects to occur, associated with the actions it
reasonably expects to take, as at the date the
forecast was prepared. The actual results are likely
to vary from the information presented and may
vary materially depending upon the circumstances
that arise during the period. The Annual Budget has
been prepared in accordance with generally
accepted accounting practice and the Council’s
accounting policies are outlined in section 3 of the
Long-Term Plan. The policies incorporate the latest
PBE accounting standards and the changes have
had no material effect.

The Funding Impact Statements in section 2
have been prepared in accordance with the
Local Government (Financial Reporting and
Prudence) Regulations 2014. The regulations are

not consistent with
accounting practice.

generally accepted

Rates revenue includes revenue from metered
water and is included net of any remissions
granted under the Council’s Rates Remission
Policy. Remissions of $0.25 million p/a. have
been assumed.

Legislation states that councils are required to
operate a ‘balanced budget’ i.e. income must
equal or exceed expenditure (and expenditure
must include non-cash items such as
depreciation). However, if a council determines
that it is prudent not to have a ‘balanced budget’
(i.e. an operating surplus is not required), it
must make a formal decision to that effect. The
decision must be a prudent one and have
included consideration of levels of service and
useful lifespan of assets. There are grounds for
not having a surplus every year to avoid building
up unnecessary cash reserves. Council’s asset
management plans ensure the Council is
appropriately planning for renewals and its
financial strategy is to make adequate financial

provision to fund renewals from rates revenue.
Council is making provision to fund from
revenue $30 million for capital renewals during
2026/27.

The Council’s Prospective Statement of
Comprehensive Revenue and Expense (next
page) shows that including capital revenue of
$14 million there is a surplus of $2.8 million for
the year. The Council interprets this as
meaning the balanced budget test is met.

Palmerston North City Council is responsible
for these forecast financial statements,
including the appropriateness of the
assumptions underlying the forecast financial
statements and all other disclosures.

Because the figures are rounded to the
nearest thousand dollars, it may appear that
they do not add up, but the total represents
the sum of the individual forecast amounts.

The following statements show the financial
implications of providing all of the Council’s
services:
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Introduction

PROSPECTIVE STATEMENT OF COMPREHENSIVE REVENUE
AND EXPENSE

Budget LTP Draft AB
2025/26 2026/27 2026/27
$'000s $'000s $'000s
Operating Revenue Expenses
145,900 Rates revenue 161,654 153,111 63,344 ngéz’éﬁiaiﬁisefgﬁiﬂt expenses 64,844 65,699
6,517 Qperating subsidies and grants 6,605 2526 49,578 Depreciation and amortisation 54,289 48,235
206 Finance revenue 363 611 14,066 Finance costs 20,474 14,499
40,228 - Other revenue 40,033 42,700 80,866 Other expenses 81,470 84,673
- Other gains - - - Other losses - -
193,151 Total Operating Revenue 208,655 201,948 207,854 Total Expenses 221,076 213,106
Capital Revenue (283) NET SURPLUS / (DEFICIT) 27,603 2,852
10,209 Capital subsidies and grants 35,157 6,052
2,211 Development Contributions 2,958 2,958 Other Comprehensive Revenue and Expense
2,000 Vested Assets 2,000 5,000 124,376 Gain on property revaluations 30,340 31,596
14,420 Total Capital Revenue 40,115 14,010 124,003 ;g\T/::\] S:E)TESEEI-)'(?S\]I:EE 58,034 34,448
207,571 TOTAL REVENUE 248,770 215,958
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Introduction

PROSPECTIVE STATEMENT OF FINANCIAL POSITION

Budget LTP Draft AB
2025/26 2026/27  2026/27
$'000s $'000s $'000s LIABILITIES
ASSETS Current Liabilities
Current Assets 31,975 Trade and other payables 28,249 25,880
4,051 Cash and cash equivalents 1,314 117 364 Provisions - 847
11,035 Trade and other receivables 12,122 15,224 7,720 Employee benefit liabilities - 8,130
6,583 Inventories 247 5,147 - Borrowings - -
- Other financial assets - - - Derivative financial instruments - -
- Derivative financial instruments - - 40,059 Total Current Liabilities 28,357 34,857
21,670 Total Current Assets 24,846 10,194
Non-Current Liabilities
Non-Current Assets 322  Provisions 1,217 251
749 Inventories 19,197 2,756 1,064 Employee benefit liabilities 6,698 1,203
- Other financial assets - - 345,006 Borrowings 366,498 388,115
Investments in CCOs and Derivative financial instruments
19,725 industry companies 19,177 22,431 - (Non-Current Liabilities) - -
- Derivative financial instruments - - Total Non-Current
2,356,432 Property, plant and equipment 2,542,662 2,551,810 346,391 Liabilities 451,255 389,569
1,010 Intangible assets 971 799
4535 Investment property 14,249 4,365 286,450 TOTAL LIABILITIES 479,611 424,426
2,072 Forestry assets 1,571 2,187 NET ASSETS (ASSETS
1 Investment in Associate - 1 2,019,743 MINUS LIABILITIES) 2266881 2,170,116
2,384,523 Total Non-Current Assets 2,716,646 2,584,349 EQUITY ATTRIBUTABLE TO PNCC
954,109 Retained earnings 1,200,924 1,001,800
2,406,193 TOTAL ASSETS 2,746,492 2,594,542 1,065,634 Other Reserves 1,065,957 1,168,316
2,019,743 TOTAL EQUITY 2,266,881 2,170,116
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Introduction

PROSPECTIVE STATEMENT OF CHANGES IN EQUITY

Budget LTP Draft AB
2025/26 2026/27 2026/27
$'000s $'000s $'000s
1,895,650 Balance at 1 July 2,208,847 2,135,668
124,093 Total comprehensive revenue and expense for the year 58,034 34,448
2,019,743 Balance at 30 June 2,266,881 2,170,116
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Introduction

PROSPECTIVE STATEMENT OF CASH FLOWS

(98,698)

Total Cash flows from
investing activities

48,198

Cash flows from financing
activities
Proceeds from borrowings

(159,966) (99,992)

76,706 50,315

48,198

Total Cash flows from
financing activities

76,706

50,315

4,051

Net (decrease)/increase in cash,
cash equivalents and bank
overdrafts

Cash, cash equivalents and bank
overdrafts at the beginning of the
year

1,315 117

Budget LTP_  Draft AB
2025/26 2026/27 2026/27
$'000s $'000s $'000s
Cash flows from operating
activities
145,900 Receipts from rates revenues 161,654 153,111
40,228 Receipts from other revenue 40,033 42,700
6,517 Operating subsidies and grants 6,605 5,526
10,209 Capital subsidies and grants 35,157 6,052
2,211 Development contributions 2,958 2,958
200 Interest received 200 205
306 Dividends received 163 406
- Receipts from tax losses - -
Payments to suppliers and
(141,004) employees (143,037) (146,782)
(14,066) Interest paid (20,474)  (14,499)
- Goods and Services Tax (net) - -
Total Cash flows from
50,501 operating activities 83,259 49,676
Cash flows from investing
activities
Repayment or acquisition of
(1,300) investments (1,393) 1,177)
Proceeds from sale of property,
- plant and equipment - -
Investment in property
- development - -
Purchase of property, plant and
(97,398) equipment (158,095)  (98,815)

4,051

Cash, cash equivalents and
bank overdrafts at the end of
the year

1,315 117
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Annual Budget (Plan) Disclosure Statement

For the year ending 30 June 2027

What is the purpose of this statement?

The purpose of this statement is to disclose the
Council’'s planned financial performance in
relation to various benchmarks to enable the
assessment of whether the Council is prudently

managing its revenues, expenses, assets,
liabilities, and general financial dealings.

The Council is required to include this statement
in its annual plan in accordance with the Local
Government (Financial Reporting and Prudence)

Regulations 2014 (the regulations). Refer to the
regulations for more information, including
definitions of some of the terms used in this
statement.

Benchmark Planned Met
Rates affordability benchmark - increases Total rates will increase by no more than the Local Government Cost Index (LGCI)

plus the growth in the rating base plus 2% (to fund the cost of higher standards

. . ) . . . 4.9% Yes

and new services), plus increase in funding required for interest and debt

repayment (these translate to a target maximum of 7.4% for 2026/27).
Debt affordability benchmark Net external debt as a percentage of total assets will not exceed 20% 14.5% Yes
Debt affordability benchmark Net external debt as a percentage of total revenue will not exceed 250% 186.9% Yes
Debt affordability benchmark Net interest as a percentage of total revenue will not exceed 15% 7.0% Yes
Debt affordability benchmark Net interest as a percentage of annual rates income will not exceed 20% 9.2% Yes
Debt affordability benchmark Liquidity available will exceed 110% of existing external debt 114.6% Yes
Balanced budget benchmark 100% 100.6% Yes
Essential services benchmark 100% 240.8% Yes
Debt servicing benchmark 10% 6.5% Yes

Palmerston North City Council | pncc.govt.nz
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(1)

(2)

Rates affordability benchmark
For this benchmark:

1. The Council’s planned rates income
for the year is compared with a
quantified limit on rates contained
in the Financial Strategy included in
the Council’s Long-Term Plan.

2. The Council's planned rates
increases for the year are compared
with a quantified limit on rates
increases for the year contained in
the Financial Strategy included in the
Council’s Long-Term Plan.

The Council meets the rates affordability
benchmark if:

3. Its planned rates income for the year
equals or is less than each quantified
limit on rates.

4. Its planned rates increase for the

year equal or are less than each
quantified limit on rates increases.

(1)

Debt affordability benchmark

For this benchmark, the Council’s planned
borrowing is compared with quantified
limits on borrowing contained in the
Financial Strategy included in the Council’s
Long-Term Plan.

The Council meets the debt affordability
benchmark if its planned borrowing is
within each quantified limit on borrowing.

Balanced budget benchmark

For this benchmark, the Council’s planned
revenue (excluding development
contributions, vested assets, financial
contributions, gains on derivative financial
instruments, and revaluations of property,
plant, or equipment) is presented as a
proportion of its planned operating
expenses (excluding losses on derivative
financial instruments and revaluations of
property, plant, or equipment).

The Council meets the balanced budget
benchmark if its revenue equals or is
greater than its operating expenses.

(1)

(2)

Essential services benchmark

For this benchmark, the Council’s planned
capital expenditure on network services is
presented as a proportion of expected
depreciation on network services.

The Council meets the essential services
benchmark if its planned capital
expenditure on network services equals or
is greater than expected depreciation on
network services.

Debt servicing benchmark

For this benchmark, the Council’s planned
borrowing costs are presented as a
proportion of planned revenue (excluding
development  contributions, financial
contributions, vested assets, gains on

derivative financial instruments, and
revaluations of property, plant, or
equipment).

Because Statistics New Zealand projects
that the Council’s population will grow
slower than the national population
growth rate, it meets the debt servicing
benchmark if its planned borrowing costs
equal or are less than 10% of its planned
revenue.

Palmerston North City Council | pncc.govt.nz
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This shows what we’re planning to do, and how much it is expected to cost to implement 2026/27 (Year three of the Long-Term Plan).

Goal 1 Goal 3
An Innovative and Growing City A Connected and Safe Community
Housing Community Support
Urban Design City Library
Economic Development Community Safety and Health
Transport
Goal 4
Goal 2 A Sustainable and Resilient City
A Creative and Exciting City Climate Change and Sustainability
Arts and Heritage Biodiversity and the Manawatu River
Recreation and Play Resource Recovery

Water — Wastewater — Stormwater
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Groups of Activities

What we are planning to do during 2026/27 (year three of the Long-Term Plan) and why

Our vision for the city is:
He iti ra, he iti pounamu. Small city benefits, big city ambition

We know Palmerston North is a great place to be and we want people enjoy living, working, visiting and doing business here. To ensure that's the case,
we have a vision that sets the direction for all the work we do.

At the heart of our vision is ensuring every resident is able to enjoy the benefits of living in a small city, with all the advantages of a big city. That means
we're known for having a great quality of life while at the same time offering the lifestyle, education and business opportunities available in much larger
cities.

To ensure this is achievable, we break it down into 4 goals. Our Oranga Papaioea City Strategy describes the vision and goals in more detail.

Sitting beneath the City Strategy we have 15 plans. Each plan is linked to an LTP activity. Activities are defined in the Local Government Act as goods
and services provided by the Council. The Act requires similar Activities o be put together into Groups of Activities for budget purposes.

Vision: He iti ra, he iti pounamu. Small city benefits, big city ambition.
Godais: AN Innovohvg and Growing A Creative and Exciting City A Connected qnd Safe A Sustainable and Resilient City
City Community
Housmg . Climate Change and Sustainability
Urban Design . Community Support L . .
LTP . Arts and Heritage A Biodiversity and the Manawatu River
. Economic Development . City Library
Activities: Recreation and Play . Resource Recovery
Transport Community Safety and Heath
Water, Wastewater, Stormwater

Palmerston North City Council | pncc.govt.nz
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