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Central Otago District Council supports reform of the local government sector.

The opportunities and challenges facing the district have changed markedly since local
government settings were last reviewed. A reform process has the potential to provide for a
more adaptive and inclusive model that can better serve the needs of our communities.

Council is concerned about the impact of structural local government funding and financing
arrangements on our communities, particularly as changing legislative and climate
requirements lead to increasingly unsustainable rates hikes for our communities.

Council chose to participate in the Future for Local Government review and concluded that
reformation or change was required to better serve the Central Otago community.

Our listed challenges in that process included:

e There is a significant challenge for a small ratepayer base administering and
delivering outcomes across a region of this size.

¢ Funding provisions are based on resident population and do not consider
provisioning of infrastructure and services for visitor numbers, particularly in areas
where peak visitation can equal or outsize resident populations.

e The central division of functions and decision making, between district, regional and
central government agencies, has considerable distance — both physical and
systemic. This can lead to a fragmented approach, with a need for further
collaboration and greater consistency in decision making.

o Members, other than the mayor, are part-time representatives. Their time is split with
other roles and responsibilities, such as full-time employees, farmers, and small
business owners. With the current levels of remuneration, community members can
struggle to give up their time and serve as elected members.

Simplifying Local Government does not adequately address these challenges in its current
format.

While the Bill may offer long-term benefits in terms of operational clarity and consistencyi, it
does not address the core issue of financial sustainability. The Bill does not propose new
funding mechanisms, nor does it alleviate the burden of infrastructure cost pressures or
legislative mandates. It is a systems reform, not a financial one.

This distinction is critical. The district’s challenges stem from structural funding constraints.
These pressures are compounded by demographic shifts, climate-related impacts, and years
of inflationary pressure. Without changes to the funding and financing framework, Council
will not be able to meet community needs or maintain service levels.

Council urge the Select Committee to extend the timeframes for the proposed changes, to
ensure that adequate time and attention can be given to the specific needs of different
regions, and how such challenges can be addressed.

As the proposal currently stands, we could make it work, but it is not going to give the best
result for the communities we serve.
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Local context

Our district

Central Otago District Council is the territorial authority for the Central Otago district, a
9,968km2 inland area of the lower South Island.

The district is made up of a series of distinct local communities, each with their own voice
and priorities.

Out of the 67 territorial authorities in New Zealand, the district is the fourth largest by land
area but one of the smaller councils by population: 25,500 residents; 15,500 ratepaying
units.

It is important to emphasise the challenge of funding infrastructure in such a small
population. Replacing the public toilet block in Ranfurly, for instance, cost roughly $300,000
to construct. That is $20 per ratepaying unit spread across the whole district. The ‘small’ and
necessary expenditures very quickly add up. A 1% rates increase generates about $600,000
at this scale.

Central Otago has worked to meet this challenge, even within the restraints we have. We've
had some really great innovation, for instance our model for roading was the cheapest per
kilometre in the country, using local aggregate crushed in place.

The district has historically had some of the lowest rates in the country — with the distinction
of the lowest rates in 2020 at just under $1500. However, this has come at a cost — a portion
of our infrastructure is aging and nearing end of life. There have been cumulative large rates
increases in the years since, and the community have strongly indicated that these
increases are having a detrimental impact.

Our neighbours

The regional authority is the Otago Regional Council. Neighbouring Otago councils are
Queenstown Lakes District Council, Waitaki District Council, Clutha District Council, and
Dunedin City Council.

A series of structures are in place aiming to increase collaboration across the region, to
promote a shared ‘Otago voice’ to advocate for our communities where their needs align.

This includes forums for the Mayors to collaborate, forums for the Chief Executives, and
meetings between executive teams. Te Ropi Taiao Otago formalises the relationship
between Papatipu Rinaka and the local authorities. There are joint committees on Regional
transport, Emergency Management, and Regional Deals. There are councillor working
groups — such as the public transport working group — and staff working groups for climate
change, economic development, and waste management.

Following changes to water legislation, Council partnered with Clutha District Council and
Gore District Council on joint council-controlled organisation Southern Waters.




Our priorities

Central Otago residents developed a 50-year vision for the district: Our Place in the World.
They direct council to be:

Grounded in respect for the environment

e Advanced by increased economic prosperity

e Empowered by a robust social fabric

e Enriched by expressions of our culture.

Our governing body also have a prioritisation matrix, that ensures all decision making is
aligned with our future direction. This includes:
¢ Funding 50%

o Securing fair, flexible, and future-proofed funding arrangements that make us
less dependent on rates and central government, increase our ability to spend
and invest, and better at sharing costs and risks with others. This will allow us
to make quality decisions about services, assets, and infrastructure, while
keeping things affordable.

e Protection 25%

o As custodians of our local identity as we manage growth, keep people

connected, and make smart infrastructure decisions.
e Attraction 15%

o Inviting workers, families, innovation, and spirit to keep us moving into the

future.

e Regional leadership 10%
o Playing an active role in shaping the future of Otago with our neighbours.
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Specific commentary

Bigger is not always better

The Simplifying Local Government proposal makes an assumption that bigger is always
better — particularly for delivery. This does not match Council’s experience, where often our
smaller size creates a larger agility to act.

For a once in a generational shift in local government, Council would prefer to better
consider the business of local government against the best way to deliver. This may include
some aspects delivered at different scales — roading, water, or waste could be delivered as
regional functions.

Council understand that the business of the CTB will include these considerations, but do
feel the timeframes and workloads will not enable them to be adequately considered. The
timeframe lining up with the local government elections may also result in perverse
outcomes.

Council also question the potential lost opportunity by having different regional approaches
to some national scale issues. In the same way a regional Council Controlled Organisation
could potentially deliver some services at lower cost than a district council; a national level
arrangement may be able to access cheaper borrowing or negotiate better contracts again.

On the other side of this, there are functions delivered by central government currently that
may benefit from a local approach. The administration of some Land Information New
Zealand land is one such example, or things not traditionally covered by councils like
truancy. There are significant impacts that a local approach could make on social
arrangements and functions, as noted again below.

Championing localism

We have four high performing community boards, but around New Zealand there are mixed
view about their role in the new local government system.

This is from the balance of two important factors: ensuring the community retain an
adequate share of voice in a much larger — physically distanced — ecosystem; balanced
against the need to speed up processes and reduce the expenses associated with large
numbers of elected members and decision-making requirements.

A balanced approach to these perspectives is to ensure any reorganisation of local
government retains a strong sense of community ownership and ability to influence decision
making. This is either through identifying a strong, purposeful, local role for community
boards in any new process, or trialling other forms of direct democracy to otherwise meet
this crucial need. If it'’s too hard to find accountability, people will give up.

There are challenges within policing, education, and health that could be addressed with
local solutions. Council questions what the delivery of these social functions could look like
when divested to communities, or local leaders to work alongside communities in a well
functioning local government environment — as we see work successfully overseas.
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Local government requires a strong local connection to succeed. Council strongly opposes
reform that reduces local involvement, or reduces the connection between the community
and those who represent them.

Council also suggest that there are government agencies with comparable administrative
functions that could be shared with local government. The management of Land Information
New Zealand land is one such example. Central Otago has a number of LINZ sites located
around lakes and waterways that attract campers and freedom campers, with considerable
discussion required between the two agencies for items such as waste bins and collection.
There is considerable opportunity to look at the management of these functions in a much
more cohesive and comprehensive manner.

Funding and financing challenges

Council notes that elements of Simplifying Local Government are similar to the Combined
Network Model that was suggested in parts of the Future for Local Government review
findings. That review also emphasised ‘without structural, operational, and leadership
change, those interventions will not stick’.

Council is concerned that the Simplifying Local Government proposal removes key elements
required for the success of any reform process. The most notable is the known funding and
financing challenge facing local government, as outlined best in the 2019 Productivity
Commission Report into Local Government Funding and Financing, a report highly relevant
to the current circumstances in Central Otago:

“At an aggregate level, average rates revenue per person has grown in line with incomes
since the early 1990s. This suggests that the current funding system has been adequate
and sustainable in the past. But there are some areas of funding pressure:
e Adapting to the impacts of climate change;
¢ Unfunded mandates passed to local government from central government;
o Meeting the demand for infrastructure in high-growth areas; and
e Coping with the growth in tourism.
The scale of some of these pressures on local government is unprecedented. ...
Some smaller, rural, and lower-income councils are under additional strain because,
to raise enough revenue, they have needed to increase rates to a high level as a
percentage of incomes. ... This is clearly an unsustainable situation.”

Central Otago is impacted by all these pressures. Recent unfunded mandates include
changes to CDEM, the Sale and Supply of Alcohol Act, food scrap and recycling collection
system reforms, cost resets on water and other policy statements, enforcement challenges
relating to freedom camping in a district of this scale.

New Zealand’s national climate change risk modelling emphasises the risk of this funding
challenge on our collective ability to respond to extreme weather and changing weather
patterns.

There is no mechanism in this proposal that addresses this known, systemic issue of
concern. The proposal is also insufficient on consideration of the cumulative impact of
changing weather patterns on built infrastructure, and the costs involved with mitigating
these risks — whether through managed retreat, infrastructure solutions, or other responses.
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Amalgamation at a regional level does not allow councils to access borrowing at the same
low rates as the crown, nor does it provide the level of scale required for meaningful
contracting negotiations on combined services to further reduce costs.

The report assumes costs will be recovered from a reallocation of regional council roles,
however the only roles to be disestablished are those of elected members in those
organisations — with other details to be determined.

The examples of potential savings in the report are also insufficient for the scale of the
challenge at hand. The report gives an example of councils combining efforts leading to new
financing arrangements that can be leveraged to replace one bridge. New Zealand has an
infrastructure gap that is recognised in reports across government, including the Ministry of
Business Innovation and Employment. Different sources, including the New Zealand
Infrastructure Commission Te Waihanga and Local Government New Zealand place this
figure as in the range over $100 billion in some of the more conservative estimates.
Delivering one bridge pales in the face of the size of this challenge.

Local government has an active role to play in this space. It is vital that we reduce reliance
on unaffordable rates rises by sufficiently addressing the factors that have lead to this
challenge, rather than scoping them out. There was $77.2 billion worth of spending in 2021-
31 Long-term Plans from councils across New Zealand. There are models that could better
streamline and leverage this to be delivered in the way that is needed.

Even as the Simplifying Local Government report is open for consultation, other reform
underway is placing additional costs on local government — such as the changes to Civil
Defence legislation.

Simplifying Local Government will also come at a cost, that has neither been funded nor
accounted for sufficiently in the proposal. The costs have not been included in our Annual
Plan for this year, including the expenses associated with consultation, additional postage,
and other costs.

Any reconfiguration of local government that does not address funding and financing will not
be of benefit to our communities.

Democratic concerns

Council have significant democratic concerns with several aspects of this proposal,

including:
e Two proposed voting models that unfairly advantage portions of Otago and remove
their voice

e The potential for unelected crown commissioners to have an outsized role in the
democratic process

e Alack of consideration for the communities’ perspectives
The role of Mayors changing from that which was understood by the community at
the time of the election, which may have changed their decision making

The Combined Territories Board voting model has two options, either:
e Option A: All Council’s have one vote each
¢ Option B: Voting is proportionate to population

In Otago, that looks like this:
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e Option A: Dunedin, Queenstown, Clutha, Waitaki, and Central Otago have one vote
each. Central Otago, Waitaki, and Clutha have a combined population of 65,000
against an overall 245,000 — but could outvote the other 190,000 votes together.

e Option B: Dunedin has 129,000 people to the remaining 115,000. They would have
70%; Queenstown 20%, and the three rural councils would have a combined 10%
between them. The Dunedin Mayor would automatically decide all matters.

It is clear that the needs of Dunedin (a coastal environment with a high student population)
differ markedly from Queenstown (a high growth area with a high rate of visitation) and again
from the smaller, rural populations in between. Balancing these perspectives is difficult under
these arrangements or circumstances.

The proposal does make room for adjustment, but does not permit communities to see
where and how these adjustments will be made, what impact this will have, and if it will be
fair and reasonable. Neither model work in the Otago region and further analysis is required
before a fit for purpose proposal is developed.

On democratic accountability, our position is clear: Mayors are a better fit than a crown
commissioner. Council do not support an unelected outside perspective with no
accountability to the community having this decision-making role.

Council also note that the last local government election was held prior to the announcement
of Simplifying Local Government, yet the timeframe ends right at the point of the next
election. This means our community have no opportunity to vote on the people who
represent them through the change process, with the knowledge that it will take place.
Council are confident in their ability to navigate this challenge with the elected team in place,
but strongly emphasise that the democratic processes we operate under are based around
an informed community making active decisions who they choose to represent them under
specific circumstances.

During the Future for Local Government review, Council were able to engage in open
dialogue with engaged parts of the community on the proposed approach and key issues
from their perspectives.

Council has not had any time to hear from our community on the Simplified Local
Government proposal, nor to respond together. Again, Council emphasises that the reduced
timeframe is an unnecessary barrier to community engagement and is likely to lead to poor
outcomes that could otherwise have been identified and mitigated.

Council urge the government to increase all associated timeframes and ensure these vital
steps are able to be undertaken and democratic integrity is maintained.

Closer regional relationships/regional boundaries

Council supports the emphasis on regional relationships in the proposal. As outlined in the
background section, Council works with neighbours across and outside Otago.

Council is not clear that the Otago region is the appropriate place to draw the new
boundaries for a new entity. It is an area more than 31,000km2. That is an area comparable
to the countries Taiwan or Belgium in size. Achieving representation in an area that vast is a
significant challenge — with a range of differing communities with vastly different needs. Even
the location of offices will have an impact on access in an area of this size.
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Council also partners with other regions, such as Gore for water delivery.

The populations of both the Queenstown-Lakes and Central Otago districts are growing at
rates that far outstrip the national average. It is imperative that arrangements are made in a
way that considers future populations and their needs, not simply a default to current
settings. Scoping out changing regional boundary changes is an example of a hasty process
at the expense of the best outcome.

Further consideration needs to be given to how these boundaries are drawn. It is possible
that better cost efficiencies are gained by combining rural populations along new boundaries,
or coastal communities, or other ways of assessing communities of interest. Councils, or at
the very least CTBs, should have the ability to review.

Timeline
The short timeframe is a theme referenced across these key points.

Council also emphasise that the timing is a significant challenge, and the alignment with the
next local government election carries significant risk.

The Future for Local Government findings outlined a process of five years to transition to any
new system. There does not appear to be a substantial benefit to a truncated timeframe.

Mayoral and Council workload

Our Mayors are currently working to put together Long-term Plans, adapt to the removal of
water services, overhaul resource management requirements, CDEM, Regional Deal
negotiations, and operate under a rates cap.

There is extremely limited time and support under current circumstances, and a significant
challenge in adding a workstream of this scale without significant additional cost in support
and other staffing arrangements.

Council emphasise the time and expense related to reform at this scale. It is a potentially
unmanageable workload on Mayors and their wider teams at a time of competing priorities.
Our Mayor shares one executive assistant with our chief executive. Our policy “team” is one
person. Work at this scale would require a dedicated support team, which will come at a
cost.

Need for genuine local and central partnership

Another Future for Local Government recommendation was a genuine partnership between
local and central government. This would involve a two way discussion on ideas, rather than
a new, unfunded set of requirements for a given issue.

There are multiple major issues of national importance that individual councils are grappling
with — from climate adaptation to wilding pines — where a genuine partnership approach is
key.

The proposal does not include any efforts to improve the crown-local government
relationship, beyond the inclusion of crown observers.
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Environmental and enforcement issues

The Central Otago community developed a 50 year vision for the district. This vision outlined
the importance of the environment and environmental considerations to the community — it
was the standout priority, alongside economic considerations.

Council are concerned that there is no clear path for the management of this precious
environment — the landscapes that make up our districts identity — in the proposal.

Furthermore, Council are concerned about the impact of bringing both environmental
consenting and environmental monitoring under one umbrella — effectively marking our own
homework.

Any reduction in environmental outcomes is out of step with the priorities of our community
and must be considered.

Council notes that many of the funding and financing challenges facing local government are
related to changing weather patterns and mitigation from extreme weather events. Central
Otago is a region without a coastline, with very different climate adaptation needs to coastal
regions — and exposes our community to different associated expenses, including being in
the path of an Alpine Fault 8+ earthquake.

Managed retreat is a national issue requiring consideration from both local and central
government across all communities — not a piecemeal regional approach.

Politicised approach

Council does not support a politicised approach to democratic reform. Council emphasises
that democratic adjustments require consensus from people of differing perspectives and
walks of life, and that all these groups must feel adequately represented by any change
proposal.

The timing and political nature of the current reform process create a significant risk of a
poor outcome. Central Otago District Council works because people of all political
persuasions sit together to discuss competing needs and make the best decisions they can
for the communities they serve. Council urges central government to do the same.

Bipartisan support for this reform is imperative.
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Responses to specific consultation questions
Part A: Background

Do you agree there is a need to simplify local government?

Council agrees that having two types of councils operating is complex, confusing, and costly.
Council agrees that reform of the local government sector is required.

Whilst we understand that this is a primary driver of the simplified approach to local
government, we are not convinced that simplifying is the right solution to the structural
issues that have led to the current challenges.

There are complexities of the existing system that protect democratic input for our
communities, and other valuable factors.

The changes required to local government are not just to simplify the community-facing
aspects of council. Structural changes are required to better meet more complex needs,
including elevated community expectations.

The simplified approach is inadequate to the scale of the challenge.
What do you think of the proposed approach overall?

The proposed approach is narrow and lacking in detail in areas of key importance. We have
several concerns with the proposal, as outlined in our ‘General concerns’ section below.

Our primary messages to the panel are:

e The suggested voting mechanisms are unfair and unworkable in our population.
Further consideration of an alternative model is required. If this is unable to occur,
then option A is the only democratic option for our community. Option B would
completely erase our community voice.

e The two-year timeframe, including transition at the time of the next election, is too
tight to sufficiently reorganise our local system to the degree required. Council do not
see a need to politicise and rush this process, we would much prefer to develop a
bipartisan solution that meets the needs of our communities into the future.

Council do not believe that existing regional council boundaries will be the best designation
of future regional boundaries. It contains some of the fastest growing areas of the country,
and some where the population is in decline. We also already have cross border
collaboration on some services, like water.

It is made up of distinct and diverse communities, and distinct and diverse geological
environments, catchments, and ecosystems.

One council straddles the border into Canterbury. Water services are shared with Gore, who
are part of the Southland region. Our national elections have entirely different boundaries
again.

Before determining a regional Otago solution, it is important to understand how best these
communities can be grouped and represented together. It is possible that an inland Otago
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could be separated out from the coastal regions. It is also possible that the more urban
areas be separated out from the rural regions.

In any scenario, time and consideration is required to understand how these communities
are best represented. This proposal does not allow adequate scope or time to do so.

Part B: Simplifying regional governance
Do you agree with replacing regional councillors with a CTB?

Council is less concerned with the removal of regional councillors, than with ensuring that
the new system is fit for purpose and provides the best outcome for our communities.

What do you like or dislike about the proposal to replace regional councillors with a
CcTB?

Council have serious concerns about the representation arrangements of the voting models
as given, and the lack of transparency around potential alternatives.

Council are concerned about the capacity of CTB members (Mayors) without support.
What level of Crown participation in regional decision-making do you prefer?

Council prefers all decision makers to be accountable through a democratic process to the
community they are serving.

Council supports a closer relationship with Central Government, with an enabling approach
to tackling local issues together, including the possibility of a crown representative as an
independent chair on the CTB.

Do you agree that mayors on the CTB should have a proportional vote adjusted for
effective representation? What do you like or dislike about the voting proposal for the
cTB?

We note that the draft proposal paper describes the problem with Model 2 as ‘Rural
communities may feel that Metro City interests always carry the vote without adequate
power for other communities’ interests.’

We do not ‘feel’ that this is a challenge. We assert that removing the democratic power of
our district entirely in determining any decision making in this manner is undemocratic and
inadequate.

We are concerned recommending any unknown voting model to our community, particularly
those with such a high risk of their voice being diluted to less that 4% of that of other regions.

We note the Otago Regional Council perspective that both voting models require Mayors to
think of a district or city perspective, rather than a shared regional vision (which may be at
odds with their oath of office).

Further work is needed in this space before Council supported this proposal.
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What do you think about the ways that communities crossing regional boundaries
could be represented?

Council believes it was an error to not consider adjustments to regional boundaries. In the
Otago area there are arrangements that span both inside and outside the traditional Otago
boundaries. More attention should be paid on how to best set up these arrangements
consistently across all relevant reform programmes.

Part C: Improving local government

Do you support the proposal to require CTBs to develop regional reorganisation
plans?

As a temporary measure, to provide community leadership in setting a new model, council
could be supportive of a CTB model in a more comprehensive or considered format.

There are options for small councils with large scale Council Controlled Organisation’s that
deliver infrastructure, or for regional functions to be delivered by the CCO.

There is not adequate time to fully consider these options in the time given, particularly on
top of the regular Mayoral workload, nor the delivery of a Long-term Plan, removal of Waters
assets, adjustment to a new RMA system, and timing alongside the next local election.

What do you think about the criteria proposed for assessing regional reorganisation
plans?

Council supports the use of criteria to ensure that open and transparent decisions are made.
Council will be using specific criteria to our communities, including our strategic vision,
community priorities, and other planning documents, to assess local reorganisation plans.

Part D: Treaty of Waitangi and Maori Representation

What do you think about how the proposal provides for iwi/Maori interests and Treaty
arrangements?

Council emphasise that iwi/Maori are best placed to respond to this question, and adequate
consideration must be given to these responses.




In conclusion

Central Otago District Council is not opposed to a reorganisation of local government and
can see some merit in the intention of these proposals.

They do not, however, add up to a cohesive, community-focused proposal that Council can
support in its current form.

The most significant challenge for local government is outdated funding and financing
arrangements, as outlined in numerous central government reports. This is a situation that
will be exacerbated by changing weather patterns and the impact on infrastructure. This
remains unaddressed through this proposal and leaves an unacceptable risk for both
community safety, and the future rating impact on our communities.

The proposal does not unlock new funding that would enable Council’s to proactively
manage these known needs.

There is significant risk to our communities in losing their share of voice and ability to act
locally, with potentially little to gain. We must continue the conversation until adequate
solutions are identified and in place. Council have a strong team in place to participate in
every step of the process.

Council would welcome the opportunity to speak to our submission in person.

Central Otago District Council
February 2026
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