Report to: Council

Date: 24 June 2026
Subject: Headstart Negotiations
Prepared by: P Kearney — Senior Manager Corporate Services
Input sought from:
Authorised by: W Doughty - Chief Executive Officer
1. PURPOSE

The purpose of this report is to seek Council endorsement to actively participate in the Government’s
Head Start pathway, progress discussions with neighbouring councils regarding potential
amalgamation arrangements, and to commit to preparing and submitting a Head Start outline
proposal by 9 August 2026.

Attachments:
Council Workshop Presentation — Headstart Reforms

2. RECOMMENDATION

It is recommended that the Council:

a) Receives this report

b) Authorises the Chief Executive to progress discussions with Hurunui District Council, Waimakariri
District Council, and Marlborough District Council regarding potential options for a Headstart
proposal noting that initial conversations have taken place.

c) Approvesin principle the preparation and submission of a Head Start proposal by 9 August 2026,
noting that the proposal will be high-level and that not all matters or details will be resolved prior
to submission.

d) Notes that following discussions with the above Councils, a preferred option will need to be
confirmed before a Headstart proposal can be submitted.

e) Endorses the use of guiding principles, supporting information, and community feedback to
inform the development of a preferred option and subsequent proposal with refinements as
required in the process.

f)  Notes that a decision paper on a preferred option will be brought to the Council before a
Headstart application is submitted.

3. BACKGROUND

On 5 May 2026, the Government announced the Head Start pathway as part of the Simplifying Local
Government reform programme. This reform represents the most significant structural change to
local government since 1989 and is intended to replace the current two-tier system of regional and
territorial authorities with larger unitary authorities that combine both functions.

The reform establishes two pathways. The first is the Head Start pathway, which is voluntary and
enables councils to develop and submit locally led proposals for reorganisation. The second is a
Backstop pathway, which is a government-led process that will apply where councils do not submit or
progress proposals. Both options lead to a change of the status quo from the local body elections in
2028.

Councils intending to participate in Head Start must submit an outline proposal by 9 August 2026.
These proposals are expected to be high-level, strategic, and demonstrate alignment with
Government objectives, rather than providing fully resolved design detail. High level guidance for the
assessment criteria has been provided by the Department of Internal Affairs (DIA), namely that
proposals must align with following:



Deliverability — must be workable in time for the October 2028 local elections

Support for the planning system — aligns with RMA replacement and Regional Spatial Plans
Simplification of governance — reduces duplication between regional and territorial councils
Economies of Scale — larger entity delivers services more efficiently

Maintenance of local voice — fair representation and identiy preserved for communities
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In the context of this reform, Kaikoura District Council is not considered viable as a standalone unitary
authority due to its size and limited rating base. As a result, Kaikoura must consider alignment with
neighbouring councils, either to the north with Marlborough or to the south with a North Canterbury
grouping (or some other).

Council has commenced early engagement with neighbouring Councils and the community, including
public meetings held on 16 and 18 June 2026 and a live survey. Initial feedback indicates that while
community views on structural reform are mixed, there are consistent themes regarding the
importance of retaining local identity, maintaining a strong local voice in decision-making, ensuring
fair treatment of existing assets and debt, and preserving effective emergency management
capability.

4., OPTIONS
4.1 Options regarding Head Start or Backstop
Council has two realistic options available:

4.1.1 Option 1: Participate in the HeadStart

The first option is to actively participate in the Head Start pathway. This would involve engaging with
neighbouring councils, developing a joint or aligned proposal, and submitting an outline proposal by
9 August 2026. This approach enables Council to retain influence over the future structure of local
government in the region and to advocate for outcomes that reflect the needs and interests of the
Kaikoura community.

4.1.2 Option 2: Default to Backstop

The second option is to not submit a proposal and therefore default to the Backstop pathway. Under
this approach, the shape of future arrangements would be determined by central government with
limited input from Council and includes the potential for commissioners to take over governance
arrangements from 2028. While this option may provide more time for analysis in the short term, it
significantly reduces Council’s ability to influence outcomes.

Given the direction of reform and the importance of maintaining local influence, Council officers
recommend the first option that Council actively participate in the Head Start pathway.

4.2 Options regarding Amalgamation Choices

A long list of potential options was initially developed, however, based on consideration of the
governments criteria, work done to date and initial feedback from the community only two main
options can be meaningfully considered:

4.2.1 Option 1: Forming a joint unitary council with Marlborough District Council
This option includes forming a new joint unitary authority between Marlborough District Council and
Kaikoura District Council. This option could also include Hurunui District Council.



4.2.2 Option 2: Forming a joint North Canterbury unitary Council with Hurunui District Council
and Waimakariri District Council.

This option includes forming a new joint unitary authority between Hurunui District Council,

Waimakariri District Council and Kaikoura District Council. In order for this option to be viable existing

district boundaries would need to remain intact to ensure sufficient population size for a viable unitary

authority.

This report seeks support that discussions regarding these two options are progressed further with
neighbouring Councils noting that a preferred option would need to be identified and agreed with all
parties to be included in a Head Start proposal.

5. DISCUSSION

5.1 The decision before Council is not one of final structure, but rather whether to actively
participate in shaping future arrangements. The Head Start proposal required by August is high-
level and is not expected to resolve all aspects of governance, financial arrangements, or service
delivery. Instead, it is intended to signal direction, demonstrate alignment with neighbouring
councils, and show how a proposal could meet the Government’s objectives.

5.2 In developing a proposal, Council will apply its agreed guiding principles (with refinements as
required) as the primary framework for decision-making. These principles reflect both
Government expectations and local priorities and include ensuring that Kaikoura is no worse off
as a result of any reorganisation, that local voice and identity are preserved, that financial
arrangements are fair and transparent, that essential services continue without disruption, and
that any arrangement is of an appropriate scale to deliver efficiently while remaining connected
to communities.

5.3 In addition to these principles, several key considerations will inform discussions and proposal
development. The concept of natural catchment areas is a critical factor, particularly in relation
to environmental management, water services, and the future planning system. Aligning
governance boundaries with natural systems supports integrated decision-making and is
consistent with the direction signalled by Government.

5.4  Council must also have regard to the characteristics of potential partner councils, including their
natural hazard exposure, growth projections, financial health, service delivery frameworks, and
governance structures. Understanding these factors is essential to assessing the long-term
viability and resilience of any proposed arrangement and ensuring that Kaikoura’s interests are
appropriately protected.

5.5 Community feedback to date reinforces the importance of maintaining a strong local voice and
ensuring that smaller communities are not overshadowed by larger population centres.
Representation arrangements, including the potential for local boards, wards, or other
mechanisms, will therefore be a critical component of any future design, although detailed
decisions on these matters will occur in later phases if a proposal is accepted.

5.6  Given the limited timeframe, it is recognised that not all information will be available prior to
submission. As such, the proposal will necessarily rely on high-level analysis and qualitative
assessment. A structured approach will be taken to evaluating potential configurations,
including the application of an initial pass/fail assessment against the Government’s five
criteria: deliverability, support for the planning system, simplification of governance,
economies of scale, and maintenance of local voice.

Any option for consideration must first undertake a pass/fail test in terms of the degree to which they
meet the government criteria. This will ensure a meaningful comparative view of options and support
Council in identifying preferred directions, recognising that more detailed analysis will be undertaken
in later stages.



6. RISKS & FINANCIAL IMPLICATIONS

The most significant risk to Council is deemed to be not participating in the Head Start pathway. Should
Council fail to submit a proposal, it is highly likely that future arrangements will be determined through
the Backstop process, resulting in a loss of local influence and a reduced ability to secure outcomes
aligned with the needs of the Kaikoura community. The level of ability for Council to influence the
backstop process is very limited based the current information.

There are also risks associated with participation. These include the potential loss of local identity and
influence within a larger governance structure, uncertainty around the treatment of debt and assets,
and the possibility of inheriting financial obligations from other councils. Service delivery risks are also
present, particularly in ensuring continuity of critical services such as water, roading, and emergency
management.

Time constraints present an additional risk, as decisions on a preferred option must be made based
on incomplete information. There is also a risk that neighbouring councils may pursue different or
incompatible approaches, limiting the ability to form a viable joint proposal.

These risks will be managed through the application of guiding principles, ongoing engagement with
partners, and continued community input. No matter the proposal submitted the risk remains that
the Government rejects the proposal, however it is still deemed optimum to have been a participant
in the headstart process than not at all.

At this stage, financial implications are limited to the time and costs associated with progressing
discussions, undertaking analysis, and continuing engagement. These costs are expected to be
manageable within existing budgets and do not represent a material financial burden (in the lead up
to August 9t). At the current time no budget has been specifically assigned for this work.

The longer-term financial implications of any reorganisation are not yet known and will depend on
decisions relating to asset ownership, debt allocation, rating harmonisation, and service delivery
models in addition to any resourcing needs to progress the analysis and discussions alongside day to
day tasks. These matters will need to be considered in greater detail if a proposal is progressed beyond
the initial stage including transition, implementation costs and any potential efficiency savings, if any.

7. SIGNIFICANCE OF DECISION

This decision is not considered significant in terms of Council’s Significance and Engagement Policy as
at this stage it is seen as purely supporting a proposal rather than dictating an outcome. The outcome
from government decisions through this process could be considered significant, however at this stage
the requirement to consult is deemed low but may be part of future actions.

8. RELEVANT LEGISLATION

The reform programme will be supported by new legislation that enables local government
reorganisation and establishes transitional arrangements. Council must ensure that any proposal
aligns with this framework and with the broader intent of simplifying governance and improving
regional coordination.

Council also remains subject to the Local Government Act 2002, including the requirement to apply
consultation principles when making decisions of this nature. While timeframes limit the extent of
formal consultation prior to submission, Council has undertaken initial engagement and will continue
to incorporate community views into its decision-making.



9. COMMUNITY VIEWS
Community views from the current survey and community meeting held on the 16% June 2026 have
been incorporated into to this report. The feedback from the Kekerengu meeting held on the 18"

June 2026 will be considered as part of the ongoing discussions should the recommended option be

approved.

10. COMMUNITY OUTCOMES SUPPORTED

The work is in support of all community outcomes.

Community
We communicate, engage and
inform our community

Development
We promote and support the
development of our economy

Services

Our services and infrastructure
are cost effective, efficient and fit-
for-purpose

Environment
We value and
environment

protect our

Future

We work with our community and
our partners to create a better
place for future generations



Attachment: Workshop Presentation

BRIEFING I JUNE 2026

Head Start Reforms

What they are, the timeline, and the options for Kaikoura

Prepared for Kaikoura District Councillors




B THE REFORM

Simplifying Local Government — what it is

On 5 May 2026 the Government announced the Head Start pathway — the biggest shake-up of local government since
1989. The aim: replace today's split of regional and territorial councils with larger unitary authorities that combine both
roles.

Two pathways Unitary focus Joint proposals Regional councils end
Head Start (voluntary, Proposals must form new Two or more territorial . . .
. . . -, . Regional councillors will

council-led) or Backstop unitary authorities authorities, representing a

. . S . L. . not be elected at the 2028
(Government-imposed if no combining regional + majority of councils or .

L . ; local elections.

proposal). district functions. population.
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BN HOW PROPOSALS ARE JUDGED

Five assessment criteria

01 Supports the new planning system

Aligns with RMA replacement and Regional Spatial Plans.

Simplifies local governance
02

Reduces duplication between regional and territorial councils.

Economies of scale
03

Larger entity delivers services more efficiently.

04 Maintains local voice

Fair representation and identity preserved for communities.

Deliverability
05

Workable in time for the October 2028 local elections.
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BN KEY DATES

Timeline — from announcement to new councils

5 May 2026 Sep 2026 May 2027 Oct 2028

Cabinet decides which New council arrangements
Head Start announced Cabinet final decisions stood up at local elections

proceed (subject to Backstop)

o ¢ @ ¢ o O o

9 Aug 2026 Oct 2026 — Mar 2027 2H 2027

Outline proposals due Detailed design phase Legislation enacted

Outline proposals are 'light touch, high-level, strategic' — assessed by MICERT officials against the five criteria.

Kaikoura District Council | Head Start Reform Briefing | June 2026



BN OUR POSITION

What this means for Kaikoura

"With just 3,000 ratepayers, Kaikoura would not survive alone as a unitary council — we'd need to merge with

our larger neighbours."

— Mayor Craig Mackle, May 2026

Standalone is off the table

Government's preference for larger unitary authorities rules out
remaining as-is.

Existing collaboration

Kaikoura Hurunui Water Services Ltd already shares Three Waters
delivery with Hurunui from 1 July 2026.

Kaikoura District Council | Head Start Reform Briefing | June 2026

We sit in the middle

Geographically and politically between Marlborough and North
Canterbury — we have a choice north or south.

Canterbury direction

Canterbury Mayoral Forum (29 May 2026) backed a regional Head
Start approach, with room for more than one unitary authority.



BN DECISION FRAMEWORK

Guiding principles for the decision

Proposed principles to test each option against before Council commits to a Head Start proposal — drawn from Government criteria,

Council financial policy, and community feedback to date.
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No worse off for Kaikoura ratepayers Local voice and identity preserved
01 , ,, 02 o , ,
Rates, service levels and access to decision-makers should not Guaranteed Kaikoura representation (e.g. ward, community board, or
deteriorate for our community as a result of any merger. local committee) and a clear voice in the new entity's governance.
Financial fairness on debt and assets Continuity of essential services
03 . L 04 Three Waters (via Kaikoura Hurunui Water Services Ltd), roading, civil
Transparent treatment of each Council's existing debt, assets, and . . A .
. . \ L defence and consents must continue without disruption through
reserves so no community subsidises another's legacy obligations. L
transition.
Right-sized scale and capability Natural community of interest
05 Big enough to deliver the new planning system efficiently and meet 06 Partner with councils that share geography, economy, hapt/iwi
Government's preferred unitary scale — without becoming too distant relationships, and infrastructure — north or south — not just
from communities. convenience.
Deliverable by October 2028 Community-endorsed
07 " . 08 , e
A workable transition plan, credible governance arrangements, and Proposal reflects genuine engagement with Kaikoura
political support across all participating councils. community/residents before submission on 9 August 2026.



BN PATHWAYS

Options for Kaikoura — a neutral comparison

A. Kaikoura + Hurunui

Builds on the existing water services partnership. Combined
~12,000 ratepayers likely below Government's preferred

scale for a viable unitary council on its own. Not a real option.

C. North Canterbury

Kaikoura with Hurunui and Waimakariri. Greater population
scale; aligns with the Canterbury Mayoral Forum's regional
approach. Presumes district boundaries as is i.e Waimakariri
includes major urban populations.
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B. Align with Marlborough

Marlborough is already a unitary council. Could include
Kaikoura alone, or Kaikoura + Hurunui together. Closes a
natural geographic link to the north. Hurunui combination
may be less favourable for Marlborough than Kaikoura alone

D. Wider Canterbury / Urban & Rural Split

Single unitary authority for all of Canterbury (10 territorial
authorities + ECan). Largest scale, most complex to deliver by
2028. Unlikely a realistic option in the timeframe. Possibility
of combining rural areas with Christchurch urban area
separate — again, this would be complex in the timeframes



BN DECISION MATRIX

Scoring Template — options against principles

1-5 scoring (1 = weak fit, 5 = strong fit). A starting point for Council discussion — not a recommendation.

Guiding principle A. Kaikoura + B. Align with C. North Canterbury D. Wider Canterbury
Hurunui Marlborough

01 No worse off for Kaikoura

02 Local voice & identity

03 Financial fairness (debt/assets)
04 Continuity of services

05 Right-sized scale

06 Natural community of interest
07 Deliverable by Oct 2028

08 Community-endorsed

Scale: . 5 strong 4 good 3 neutral 2 weak . 1 poor

Kaikoura District Council | Head Start Reform Briefing | June 2026



BN COMPARATIVE STATS

Neighbour councils at a glance

Debt figures sourced from each council's 2024/25 Annual Report (year ended 30 June 2025); demographics from Stats NZ via 2023 census, rates information
from Ratepayers Association.

Council type Rural Rural Unitary Provincial
Population 4,340 14,350 50,800 69,800
Households (private 2,466 7,353 24,324 27,375
dwellings)

Area (km?) 2,047 8,646 12,484 1,217
Avg residential rates $4,019 $3,042 $3,828 $3,940
Total debt (AR, 30 Jun 25) $7.3m =$98m $247.8m $210m
Debt per household $2,960 ~$13,300 $10,187 $7,672
Debt per resident $1,682 ~$6,830 $4,878 $3,008

Methodology: all four debt figures sourced from each council's 2024/25 Annual Report (year ended 30 June 2025). Hurunui shown as ~598m, ahead of the Three
Waters debt transfer to KHWS on 1 July 2026.
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BN NORTHERN NEIGHBOUR
Marlborough District Council — detail

Already a unitary council. Largest debt per household of the three neighbours, lifted recently by infrastructure investment.

50,800 24,324 $3,828 $8,423

Population Households Avg residential rates Total opex / household

=$247.8m $10,187 257% +$1,825

Total debt (AR, 30 Jun 25) Debt per household Debt % rates revenue 12-mo change in debt/hh

Implication: A merger northward inherits a high-debt unitary balance sheet, but also full regional-function capability already in place.

Kaikoura District Council | Head Start Reform Briefing | June 2026



BN SOUTHERN NEIGHBOUR (EXISTING PARTNER)

Hurunui District Council — detail

Debt position sourced from Hurunui District Council Annual Report 2024/25. Council has signalled it is close to its self-imposed debt ceiling,
with major water-services capex now transitioning to Kaikoura Hurunui Water Services Ltd from 1 July 2026.

$1.008bn =$98m =$13,300 $65.2m

Total assets (30 Jun 25) Total debt (AR-aligned) Debt per household Total revenue 2024/25
$7.4m 175% $78.4m $322m
Operating deficit Self-imposed debt ceiling Water debt - KHWS (1 Jul 26) 10-yr LTP capex programme

Source: Hurunui District Council Annual Report 2024/25. Debt figure is AR-aligned with the methodology used for Kaikéura, Marlborough and Waimakariri; Council is
near its self-imposed 175% income-to-debt ceiling, and S78.4m of Three Waters internal debt transfers to KHWS on 1 July 2026.
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BN NORTH CANTERBURY ANCHOR

Waimakariri District Council — detail

Largest of the three neighbours and growing fast. Manages $2.8bn in assets with a debt-to-revenue ratio described as 'very
manageable' (51.38 of debt per $1 of income).

69,800 27,375 $3,940 $6,227
Population Households Avg residential rates Total opex / household
$210m $7,672 223% 4.98%

Total debt (AR, 30 Jun 25) Debt per household Debt % rates revenue Rates rise 2025/26

Implication: Population scale and a strong balance sheet make a North Canterbury grouping the most financially robust southern option for
Kaikoura.
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BN TRADE-OFFS

Key questions for Council to weigh

Scale vs. local voice

Larger groupings score better on economies of scale but
make it harder to keep a distinct Kaikoura voice in
governance.

Service delivery continuity

Kaikoura Hurunui Water Services Ltd starts 1 July 2026 — the
chosen path should not unravel it.
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Debt and balance sheet

Marlborough and Waimakariri carry significantly more debt
per household than Kaikoura. Who is responsible for legacy
debt in any merger?

Deliverability by 2028

Proposals must be workable in time for the October 2028
local elections — every option needs a credible transition
plan.



BN WHAT TO SEEK IN THE HEAD START LEGISLATION

Recommended legal protections for Kaikoura

Protections most likely to safeguard Kaikoura's voice are those entrenched in the primary Act that establishes the new unitary — not those
left to the unitary's own charter or by-laws.

Auckland-style Local Board Guaranteed Kaikoura ward(s)

Statutory Kaikoura Local Board with delegated decisions on local Minimum councillor count for Kaikoura locked into the establishing Act,
infrastructure, parks, libraries, harbour and economic development. surviving future Representation Reviews under the Local Electoral Act
Precedent: Local Government (Auckland Council) Act 2009. 2001.

Funding floor for the local board Asset and service-level entrenchment

A formula-based funding entitlement (per capita or per rateable value) so Named protection for Wakatu Quay, the harbour, reserves, and roading;
the board has a guaranteed budget, not annual goodwill from the statutory minimum service levels for Three Waters and roading inside the
governing body. Kaikoura boundary.

Transitional governance & debt rules

Schedule 3 LGA-style reorganisation conditions setting out asset/liability
allocation, ring-fenced legacy debt, and a transitional Kaikoura committee
through to Oct 2028.

Bundle all five into the establishing primary Act for maximum durability — provisions left to the new unitary's charter can be removed by future resolution.
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BN [ O0OKING AHEAD

Next steps

June-July 2026

By 9 Aug 2026

Sept 2026 >

Community engagement

Drop-in sessions (17—-18 June 2026) and online feedback survey close 21 June 2026.

Sharpen the options

Confirm preferred partner(s) with Hurunui, Marlborough, Waimakariri; align with the Canterbury Mayoral
Forum process.

Submit outline proposal

Lodge with MCERT under Head Start — or accept the Backstop pathway by default.

Detailed design phase

If accepted, work with central officials through to Cabinet decisions in May 2027.

"What matters most is preserving our identity and ensuring our community's voice is heard." — Mayor Craig Mackle

Kaikoura District Council | Head Start Reform Briefing | June 2026
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