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Executive summary

This Outline Proposal has been jointly prepared by Marlborough District Council and
Kaikoura District Council.

It proposes the merger of the existing Marlborough District Council and Kaikoura District
Council into a single unitary authority in October 2028. The new unitary council will
leverage Marlborough District Council’s established experience and proven capability
as a unitary authority, to reduce the transition complexity and cost for both councils.

The new council can also build on the already strong social, economic, environmental
and community connections that exist between the two districts. The strength of these
connections was reflected in the community’s support to progress further work on the
merger.

This proposalis strongly aligned with the objectives and outcomes the Government is
trying to achieve through the Simplifying Local Government and Head Start pathway. It
will create a single unitary authority for the northeast of the South Island from the
Haumuri Bluffs to Te Aumiti/French Pass, enabling an integrated approach to
governance, planning, economic development, infrastructure delivery and
environmental management

However, the merger is not without risk. While Marlborough District Council is
experienced in managing regional council functions, it does not have the same scale or
number of ratepayers as the Canterbury region has to address the impacts of storm
events. Understanding, if or how the new unitary council can affordably manage the
potential liabilities costs from the merger will be a key part of the detailed design phase
as we work through the Head Start pathway. It will also be critical for our communities,
whose support for the merger is conditional on addressing those risks, particularly
ensuring there is no transfer of additional costs and liabilities on to ratepayers.

We have tried to address both the opportunities and those risks in the outline design of
the proposed new unitary authority. Key features of that design are:

e the extension of the existing representative arrangements in Marlborough to
establish a Kaikoura Ward with three dedicated Kaikoura-based elected
councillor positions; and

e transitional funding and financing arrangements to ensure continuity of rates,
services and protect major projects; and

e afuture operating model that would consolidate planning, support functions,
and enabling systems in Blenheim, while maintaining a local service centre in
Kaikoura to ensure accessible local service delivery



e the development of a comprehensive transition plan to implement the new

operating model and merge activities and services over a timeframe that is
realistic and achievable.

While central government legislative, policy and funding support will be critical to its
success, in our view the proposed single unitary authority is a relatively simple and
practical reorganisation proposal that can be delivered by October 2028. If the future
expanded Marlborough District unitary Council is approved to progress to detailed
design, with Government support, we think that this proposal can deliver meaningful
long-term benefits to our communities.



Introduction

Why a Combined Marlborough-Kaikoura Single Unitary Authority?

e Strong existing communities of interest, including social, family, business and
employment connections.

e Shared tourism economy, transport corridors, and coastal and marine interests.

e Common environmental and catchment management challenges.

e Existing unitary authority capability and established regional functions.

e Proven governance systems with lower implementation complexity and risk.

With similar mountainous east coast
dryland landscapes Marlborough and
Kaikoura share similar environmental
challenges. Building from a shared history,
the districts already function as
interconnected communities across a
wide range of social, economic and
environmental activities.

While, Blenheim and Kaikoura are linked
by State Highway 1, the main trunk railway
line, and are only 128 kilometres or about

S MARLBOROUGH
DISTRICT,

1.5 hours apart, we continue to build links
with each other. Our latest projectis a
continuous cycle trail - the Whale Trail’
from Picton to Kaikoura to support the
ongoing development of the northeast

coast as a key tourism destination.

A single governance structure that strengthens strategic alignment along the South
Island's eastern coastline and transport corridor enables the new unitary authority to
leverage our complementary strengths in tourism, aquaculture, fisheries, viticulture,
agriculture, and forestry. This positions both districts to diversify our economies, attract
investment and reduce the reliance on any single sector. For example, tourism
contributes 40% of Kaikoura’s GDP and wine 20% of Marlborough'’s.

In our view, a combined single unitary authority provides a practical and achievable
pathway for reform. A key strength of this proposalis that it builds on an existing and
successful model for the delivery of territorial and regional functions. Kaikoura gains
access to Marlborough’s well established regional capability, systems and processes,

" https://www.thewhaletrail.nz/



while both councils can utilise existing structures, staff, facilities and community
connections to reduce transition complexity and implementation cost.



Community engagement

Community engagement undertaken by both councils indicated support for continuing
to explore a Marlborough-Kaikoura option as part of the Government's Head Start local
government simplification process. While generally supportive, community responses
also highlighted issues critical to any future merger, including local representation, the
preservation of community identity, financial impacts, the treatment of debt and assets
-including Kaikoura’s share of ECAN’s debt and assets, service delivery, infrastructure
and emergency management.

In Kaikoura, the engagement approach included a two-stage community survey and
public meetings supported by ongoing discussions with neighbouring councils and
mana whenua. The community survey received 507 survey responses in total, with 151
responding on key issues, before a second stage, where 356 respondents expressed a
preference between the two amalgamation options. Of those, 56% preferred a
Marlborough-Kaikoura amalgamation, compared with 44% who favoured a North
Canterbury unitary authority (Kaikoura, Hurunui and Waimakariri). Support for the
Marlborough option appeared to be driven primarily by perceptions of stronger
community alignment, greater opportunity to retain local voice and identity, existing
tourism and economic connections, and the relative simplicity of joining an established
unitary authority.

Marlborough adopted a similar approach. An initial community survey sought
community views on the factors MDC should consider in any merger process. A total of
217 responses were received, with feedback generally positive or neutral toward
exploring a merger with Kaikoura. While respondents identified opportunities in tourism,
regional connectivity, and future growth, support was generally conditional on
addressing financial impacts (rates, debt), being clear about infrastructure liabilities,
representation and maintaining local identity, including protecting Marlborough’s
geographic name as a wine region?.

Following Kaikoura’s decision on 15 July to progress the development of the Head Start
proposal with Marlborough; MDC initiated a second survey to ask the community:

If Marlborough District Council is able to address the concerns raised by the public in
our first survey, do you support us submitting an amalgamation proposal with Kaikdura
District Council to the Government?

2 The Geographical Indications (Gl) (Wine and Spirits) Registration Amendment Bill was passed by New Zealand's
parliament in November 2016, providing an international safeguard for New Zealand's geographic wine names. The
registration system established by the Act protects wine regions and allows Marlborough wine producers to promote
wines like Marlborough Sauvignon Blanc by region in international markets. The name Marlborough was registered as a Gl
in 2018.



There were 263 responses, with 66% of respondents in support of progressing an
amalgamation proposal, and 25% of respondents opposed. Nearly half of respondents
provided comments. Comments in support focus on the potential tourism and
economic opportunities, while concerns focused on increased rates or costs for
Marlborough ratepayers. There was strong opposition to any potential merger with
Nelson/Tasman region. Shared values, local representation and identity were common
theme from all respondents.

Targeted lwi engagement

Targeted face to face lwi and mana whenua engagement has been undertaken by both
Councils as part of developing this proposal. Initial discussions with mana whenua and
iwi have focused on how any new arrangements would be designed and implemented,
with a clear expectation that Treaty partnership obligations are appropriately recognised
in the unitary council’s governance and operating arrangements. Feedback highlighted
the importance of maintaining strong relationships with mana whenua and ensuring
that existing MDC/KDC-iwi commitments and obligations continue to be honoured.

Face to face engagement with Te Runanga o Kaikoura (Ngati Kuri) as mana whenua for
the Kaikoura District indicated an initial preference for an amalgamated council
encompassing Marlborough, Kaikoura and Hurunui districts, as this would better align
with the rohe of Te Rlinanga o Kaikoura. However, it was also noted that, in the absence
of Hurunui being involved, a Marlborough and Kaikoura amalgamation would still be
supported. However, the views expressed from Ngai Tahu at an Iwi level support
reorganisation into unitary councils in the Te Wai Pounamu - South Island that ensure
local government boundaries align with Ngai Tahu takiwa boundary.

Te Tauihu iwi acknowledged that council boundaries and iwi takiwa and rohe
boundaries overlap but are not always aligned, and that this reality will continue
regardless of any future local government arrangements.

We will continue to engage with Te Tauihu iwi, and Te Runanga o Kaikoura (Ngati Kuri) as
we progress the detailed design of future governance, committee structures and iwi
engagement mechanisms. We will need to ensure that existing Treaty settlement
obligations, relationships, takiwa and rohe boundaries are fully respected and
protected through these discussions and into implementation of the new unitary
authority.



Proposed Marlborough Unitary Council

Key features

e Establishment of a single unitary authority from 2028.

e Extension of the existing Marlborough wards to include a separate Kaikoura ward
with three councillors.

¢ Alignment of regional boundaries, including a potential boundary adjustment to
include the Waiua-Toa/Clarence catchment if agreed through further
discussions.

¢ Transitional funding and financing arrangements until 2031.

¢ Transition to new operating model starting in 2028.

e One planning authority and one regulatory framework.

Eligibility
This proposal meets the eligibility requirements of the Head Start programme. The
proposal would establish a single unitary authority replacing the existing governance

arrangements with a single integrated organisation responsible for delivering all regional
and territorial authority functions across the combined Marlborough and Kaikoura area.

By bringing the existing Marlborough and Kaikoura districts together within one Council,
the proposal will enable more integrated planning and decision-making, improve
organisational capability and resilience and support more efficient delivery of services
over time. It also provides a practical, deliverable and cost-effective pathway to
implement local government reform, while maintaining local representation and
community identity.

Governance structure

The proposal would establish a single unitary authority that would assume
responsibility for both regional and territorial functions across Marlborough and
Kaikoura districts. The representative model for the new council would build on
Marlborough District Council’s current representative arrangements.

Currently Marlborough District Council (MDC) and Kaikoura District Councils (KDC)
operate under different representation models, summarised below:

e KDC comprises a mayor and seven councillors elected at large, with no wards,
Maori wards, or community boards.

e MDC comprises a mayor elected at large, and fourteen councillors elected from
four wards: Marlborough Sounds General Ward (3 councillors), Wairau-Awatere
General Ward (3 councillors), Blenheim General Ward (7 councillors), and the
Marlborough Maori Ward (1 councillor until 2028).

e Neither council has community boards.



Under the new unitary authority, we are proposing that Kaikoura would be established
as a dedicated ward. The Kaikoura Ward would elect three councillors, achieving a
17.5% ratio of councillors within the new Council. All other Marlborough wards would
remain unchanged.

To support these new ward arrangements, the Kaikoura councillor receiving the highest
number of votes would hold a senior position within the council's committee structure.
This position would be supported by the establishment of an advisory group to provide
input and advice on issues impacting on the Kaikoura ward.

We propose that this arrangement is embedded for at least the 2028 and 2031 local
body elections. Following the 2031 elections, we propose that a representation review is
undertaken to identify appropriate representation arrangements for the 2034 elections.
We will undertake further analysis in detailed design phase to identify how to ensure
that an enduring legislative framework will preserve local voice with the new council
boundaries. This could include providing for representation ratio of 15 to 20% for
Kaikoura and other wards within Marlborough in legislation.

These governance arrangements would be supported by a Kaikoura-based senior
manager who would be responsible for leading the Kaikoura local service centre and
emergency operations centre. These new governance and management arrangements
are illustrated below:
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New regional boundary

A Marlborough- Kaikoura spatial plan is a key foundational document for the integration
of both councils, and their programmes. It’s critical for both councils that Kaikoura’s
planning resources are not diverted toward Canterbury regional spatial planning work.
The focus for any future spatial planning should be with Marlborough. When decisions
are made on this Head Start proposal, they must ensure that future spatial planning
requirements are based on the boundaries of the proposed unitary authority rather than
the existing regional council boundaries.

The proposed future unitary authority would largely align with catchment boundaries.
However, there is an opportunity to address the long-standing anomaly affecting the
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manage the catchment
as awhole going forward. Our understanding is that most of the land within this area is
owned by Department of Conservation.

At this pointin time, no formal discussions on any integrated catchment management
solutions including a potential boundary change have been held with any party and
would require their support to progress. Engagement with Te Runanga o Kaikoura and
those councils will occur during the detailed design phase. Following that engagement,
we may seek further support from central government to support this boundary
adjustment or another agreed catchment management approach to take effectin 2028.

Transitional funding and financing arrangements until 2031

Both the Marlborough and Kaikoura community surveys identified debt, potential costs
and their impact on rates as key issues that must be resolved in any merger. On the
other hand, both councils want to maintain momentum of key projects that in many
cases have been years in the planning. To ensure that we manage those risks and



protect those existing investments we are proposing to establish transitional funding
and financing arrangements as follows:

e The new council, once established in 2028, would continue to give effect to
existing KDC and MDC Long Term Plan (LTP) programmes until at least 2031. This
would mean that current LTP programmes of activities, agreed levels of services
and costs that are currently being developed by each council in consultation
with the community would continue until the new governing body of the new
unitary authority develops a new 2031- 2041 LTP. At this time, the new governing
body will determine an appropriate approach for Marlborough and Kaikoura’s
respective LTP programmes of activities, to ensure a stable and equitable
transition for both communities.

e ‘Grandfather’ significant multi-year LTP projects to ensure continuity of
investment in each district. While a review of individual projects would be
required during the detailed design phase to confirm what projects this applies
to, we believe it could include the proposed Wakatu Quay joint-venture in
Kaikoura to support the development of new tourism facilities and critical
infrastructures like Spring Creek flood protection in Marlborough. This is critical
to maintain public and investor confidence in both districts.

e While both councils have strong balance sheets, the transfer of financial
liabilities, including those from ECAN, was a significant issue for the community
in both districts. To address those concerns, while we undertake financial
analysis and due diligence, we are proposing that aligned with the LTP
arrangements we will ‘ring fence’ the debt of both councils until at least 2031.

While we believe that these transitional arrangements offer a practical pathway to
implement the change, more analysis during the detail design phase is required to
confirm these arrangements. A key risk is the lack of visibility for MDC of the impact of
the recent rain event, the potential financial impacts of the recovery for Environment
Canterbury (ECAN), and how those costs may be allocated between ECAN, KDC and
central government (the regional infrastructure fund). This was identified as a significant
issue by the Marlborough community during engagement.

These regional risks combined with a smaller ratepayer base i.e. Canterbury vs
Marlborough-Kaikoura, presents some significant unknown implications for the
proposed merger that the detailed design phase needs to expose. While this work needs
to be completed, we think some form of Government support will likely be needed to
resolve this issue and to provide the necessary certainty to support formal consultation
with our communities and to provide the necessary certainty to support formal
consultation with our communities.



Transitional rating arrangements

Marlborough and Kaikoura districts use different rating methodologies (MDC uses land
value, while KDC uses capital value) to set their rates. Kaikoura residents also pay a
separate regional rate to ECAN.

To address these alignment issues, we are proposing to establish a separate Kaikoura
rating district. In practice, it will mean that Marlborough/Kaikoura residents and
businesses will continue to pay rates agreed in the 2027- 2037 LTP. It will also mean that
Kaikoura residents/business will continue to pay a “regional rate” until at least 2031.

Marlborough already operates different rating districts, so it has the administrative
processes in place to manage this approach. This approach also avoids the potential for
a significant price shock for individual ratepayers if the rating methodology were to
change suddenly. The review of the methodology and quantum of rates would be
considered as a priority activity for new council to consider in 2031-2041 LTP.

A new operating model

A detailed transition plan would be developed as part of the next phase of work to guide
the integration of council functions and services, but at a high level we are proposing an
operating model as follows:

e Consolidate strategic and corporate planning, the oversight of council activities
and services, back-office services, and specialist capability in Marlborough
District Council in Blenheim

e Kaikoura would become an ’enhanced’ service centre that would provide a front
desk for key activities such as planning, the provision of select regional
functions, support face-to-face services to the community and a satellite
Emergency Operations Centre for emergency management and local resilience.

Some key areas of focus for the detail transition plan during the next design phase will
include:

e Regional functions - the transfer of regional functions currently delivered by
ECAN

e Civil Defence and Emergency Management arrangements — early analysis
indicates that Kaikoura's geographic distance, relative isolation, and exposure to
natural hazards will require a locally based Emergency Operations Centre
supported from Marlborough.

e Transport - the expansion of the Marlborough Roads alliance model to provide
network management services within Kaikoura. Initial discussions with NZ
Transport Agency Waka Kotahi have indicated their supportin principle.



Implementation

Subject to Government approval, implementation would occur through a staged
transition programme commencing with a detailed design phase between October 2026
and March 2027.

e This work would focus on confirming governance arrangements, representation,
iwi engagement, transitional financial arrangements, and the future operating
model for the new authority.

e Keyelements of the implementation plan would include:

o The establishment of an elected member Governance Oversight Group to
sit above the Transition Team to ensure that community views and
perspectives are embedded into the transition approach.

o Adedicated Transition Team (comprising a small group of key staff from
both councils) that would lead and coordinate this work, supported by
subject matter experts, and external advisors where required.

o The development of a draft detailed proposal which can be consulted on
early in 2027, to enable submission by March 2027, enabling Cabinet
confirmation in May 2027 and the enactment of enabling legislation
during 2028.

Implementation would occur progressively following Cabinet’s confirmation in May
2027. Governance of Marlborough and Kaikoura districts would transfer to the new
unitary authority at the 2028 local government elections.

All council staff would transfer to the new organisation, whilst the existing Kaikoura

District Council offices would continue as a local service centre to ensure ongoing

access to council services, community support, regional functions, and emergency
management capability.

As noted above, transitional funding arrangements would continue until at least 2031,
whereupon the new governance body will implement a combined Long-Term Plan.

The Transition Plan developed in the detailed design phase will provide for the
progressive integration of council functions, systems and services, and implementation
of the new operating model. While integration of services is a priority activity, a staged
approach would allow change to be managed in a structured and practical manner,
minimising disruption, protecting existing community commitments, and managing
costs.



Government support

To ensure a successful and timely transition to a single unitary authority, Government
support will be required in several key areas. Both councils are committed to continue
the momentum achieved to date by undertaking detailed design and transition
planning; however, early policy direction and legislative support will be critical to
achieving implementation by the 2028 local government elections.

RMA reform and regional spatial planning

Should this proposal receive Government approval to proceed to detailed design in
September 2026, we seek confirmation that:

e Marlborough District Council and Kaikoura District Council can begin
collaborative work on future regional spatial planning arrangements while the
broader transition programme is being developed. Early planning integration
would allow the proposed authority to align with the Government's planning
reforms and avoid duplication of effort through separate planning processes.

e That future spatial planning arrangements will be based on the boundaries of the
proposed unitary authority rather than the existing regional council boundaries.
We do not believe that split regional spatial plans for the new proposed unitary
council would be workable or acceptable so Kaikoura would exit from any
Canterbury regional spatial planning work to focus attention on alignment with
the Marlborough region.

Boundary and catchment alignment

The proposal creates an opportunity to better align local government boundaries with
natural systems and catchment management outcomes. As outlined above, we intend
to explore legislative amendments to include the entire Waiau-Toa/Clarence catchment
within the Marlborough region. This would require detailed conversations and alignment
with ECAN, Hurunui District Council and Te Runanga o Kaikoura. Should all parties
agree, we will seek Government support to investigate and implement any necessary
boundary adjustments or implement any other agreed arrangement to support
integrated catchment planning and environmental management.

Representation arrangements

Marlborough District Council is currently required to undertake a representation review
under the Local Government Act 2002. To provide certainty during the transition period,
we seek Government support to defer that review so that the first review takes place
after the 2031 local body elections.



This would enable the proposed representation model, including dedicated Kaikoura
representation, to be implemented and tested before a formal review is undertaken. As
noted in our description of the model, we will undertake further work during the detailed
design phase to identify legislative provisions we think will be required to maintain local
representation.

Transfer of regional functions, including recovery from the July 2026 rain event in
Kaikoura

We have been unable to engage in detail with ECAN on levels of service to Kaikoura or
the likely transfer of costs, in particular the impact of transfer of overhead costs from
Canterbury to Marlborough. In addition to these concerns, it is currently estimated that
recovery from the July 2026 rain event may cost between $20 to $30 million. Kaikdura
with a population of 4,300 residents is unable to meet these costs on its own. Currently
they rely on a mix of funding from ECAN and central government (e.g. the Regional
Infrastructure Fund) to meet the cost.

Transferring those regional costs to Marlborough would pose an affordability risks to the
Marlborough community (an issue raised during the community consultation).
Marlborough ratepayers are already funding their share of $200 million + Marlborough
Sounds roading repairs from recent storms. A combined Marlborough-Kaikdura unitary
authority does not have same economies of scale that ECAN can access across the
Canterbury region to manage the impacts on ratepayers, particularly as it relates to
rivers and flood protection. At this stage, we do not have a clear pathway on how best to
respond to this issue, but we are raising it as a material risk that highlights the need for
further engagement with ECAN and Government to address how activities can be
funded in the future.

Transition funding and implementation support

While the proposal builds on an existing unitary authority structure, there will be
transitional costs associated with integration of governance arrangements, ICT
systems, planning integration, and the transition of activities (and staff) to the operating
model. We are working to identify the costs to develop the detailed proposal and the
implement the reorganisation but note that budget to establish our Water Organisation-
Marlborough Waters is $ 5 million. We will need Government support for reasonable
transition funding and technical assistance to maximise the benefits of reform and
ensure these costs do not fall disproportionately on ratepayers.

See Appendix 2: Transition Timeline and Costs for more information on the potential
cost to design the detailed proposal and the timeframes involved.



Assessment against Head Start criteria

The following section sets out our assessment of the proposal against the Head Start
criteria. It is as the Head Start guidance material indicates - high level and strategic -
with the expectation that this proposal will be assessed against how well they meet the
criteria as a whole.

& MARLBOROUGH-KAIKOURA
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KAIKOURA
DISTRICT COUNCIL WHY THIS PROPOSAL STANDS OUT — DISTRICT COUNCIL

1. SIMPLIFICATION 2. PLANNING REFORM 3. DELIVERABILITY

2 councils
become 1

Single planning
authority

Existing unitary
authority extended

5. FINANCIAL
SUSTAINABILITY

Debt ring-fencing and
transition
arrangements

4. LOCAL VOICE 6. REGIONAL GROWTH

Dedicated Kaikdura
ward and local
service centre

Combined tourism,
transport and
primary industries

Criterion 1: Supports the new planning system
Key benefits

e One planning authority.

e Integrated regional and district planning.

¢ Improved coastal management.

e Improved catchment management.

¢ Reduced duplication.

o Clearer accountability.

o Agreement on amalgamation before regional spatial planning advancement.

Both districts share similar landscape, natural resource, biosecurity, coastal and
marine management and land-use planning challenges, providing a strong basis for
integrated planning and environmental management across the combined area. While
boundaries of the new unitary council align with catchment boundaries, the proposal
(subject to further discussion with ECAN and Hurunui District Council) creates
opportunities forimproved planning and environmental management in the Waiau
Toa/Clarence catchment.



The proposed new unitary authority would create a single spatial planning and
regulatory framework for the north-eastern South Island coastline, extending from the
Haumuri Bluffs to Te Aumiti/French Pass. The proposal supports a coordinated
approach to growth management, natural hazard planning, coastal management,
harbour management, infrastructure investment and environmental stewardship across
these interconnected terrestrial and marine environments.

A key advantage of the Head Start pathway is that it can provide governance certainty at
a time of significant national planning reform. By moving toward a single future planning
authority now, Marlborough and Kaikoura can focus effort on developing one long-term
planning direction rather than investing in separate regional planning arrangements that
may need to be restructured later. A single strategic lens from the outset reduces the
risk of duplicated planning effort and supports a more stable transition to the new
planning system.

Marlborough already operates under the recently sighed-off Marlborough Environment
Plan, an integrated planning framework that combines both regional and district
functions within a single document. This provides a proven foundation for future
planning integration across regional and district plan functions. In addition, Kaikoura
has recently completed a spatial plan which can inform future regional spatial planning
and assist in ensuring local priorities continue to be reflected within a unified planning
framework.

The proposal also creates opportunities to integrate regional and territorial consenting
functions, increasing regulatory capability and capacity while maintaining local service
accessibility in Blenheim, Picton and Kaikoura.

Criterion 2: Simplifies local governance
Key benefits

¢ Reduced governance complexity.

e Single point of accountability.

o Existing regional capability already established.
e Clearer decision-making.

o Fewer organisational interfaces.

The proposal directly addresses the Government's objective of simplifying local
government arrangements.

A single governance structure (based on the existing ward system) provides a clear point
of accountability for decision-making and service delivery across the combined area,
reducing administrative duplication and improving coordination between functions.
Planning, environmental regulation, transport planning, emergency management,



infrastructure investment and economic development would operate through a single
decision-making framework and accountable governing body.

Because the proposal builds upon an existing unitary authority framework, this proposal
extends and/or merges governance arrangements, regional and territorial statutory
functions, systems and processes that are already in place within Marlborough District
Council. These are arrangements that most of the community is already familiar but will
mean that Kaikoura residents can access all regional and territorial function from one
organisation.

Criterion 3: Economies of scale
Key benefits

Organisational economies of scale
e Greater organisational capability and capacity.

e Shared specialist resources.

e Improved organisational resilience.

e Integrated marine and aviation infrastructure.

e Stronger transport planning and delivery capability.

e Increased financial sustainability and operational efficiency.

Regional economies of scale
e Stronger tourism and destination management capability.
e Larger and more diverse economic base.
e Improved investment attraction.
e Greater regional competitiveness.

Organisational

This proposalis focused on strengthening governance, organisational capability and
long-term resilience. A combined authority would increase capability across planning,
environmental science services, emergency management, harbours, legal services,
engineering and infrastructure planning.

While the economies of scale benefits for Marlborough are limited (and not without
risk), for Kaikoura the lift in capability and capacity is significant. This proposed merger
will reduce its current reliance on external consultants, improve organisational
resilience, strengthen succession planning, and provide a greater depth of expertise
across all areas of council business.

Both councils enter the proposed amalgamation from a position of financial stability.
Marlborough currently manages annual revenue of approximately $218.4 million, while
Kaikoura manages annual revenue of approximately $22.8 million. Together, the



proposed authority would manage annual revenues exceeding $240 million and serve
approximately 54,000 residents.

Current financial indicators show both organisations operating well within prudent
borrowing limits, with low interest servicing costs, modest debt levels and strong
liquidity positions. Accordingly, our early view (subject to further due diligence on
regional functions provide by ECAN) is that a single unitary authority can be established
without creating any immediate financial sustainability concerns for either community.

See the key financial indicators for both councils in Appendix 1: Facts and Figures.
Regional

Tourism

The proposal enables the development of the north-eastern South Island as a single
visitor destination. It’s an opportunity to increase and diversify tourism activities by
combining the internationally recognised Kaikoura tourism brand with Marlborough's
diversified tourism offerings (the Marlborough Sounds, food and beverage (wine)
experiences, cycling and walking experiences and cruise ship visits). Increasing visitor
length of stay, expenditure and regional dispersal, will ensure the economic benefits of
tourism can be both increased and more widely distributed across both districts.

The proposed new council will be able to leverage existing capability and capacity with
Destination Marlborough to provide back-office support, marketing, trade support and
business events while maintaining separate Marlborough and Kaikoura “brand identity”,
and local presence to maintain connections to tourism operators. This would
strengthen regional competitiveness, support higher-value visitor experiences and
improve the long-term resilience and diversification of the regional economy.

Transport

The establishment of a single unitary authority would result in one Regional Transport
Committee and one Regional Land Transport Plan across this critical north-south
corridor.

Marlborough District Council and the New Zealand Transport Agency already deliver
transport planning and network management through Marlborough Roads, a proven
alliance model responsible for both local roads and the state highway network within
Marlborough. Subject to further detailed analysis, the proposal envisages extending
Marlborough Roads management services into Kaikoura.

The New Zealand Transport Agency has indicated in-principle support for this
approach, which has the potential to improve network integration, strengthen corridor
resilience and deliver operational efficiencies.



Civil Defence and Emergency Management

Both Marlborough and Kaikoura have significant experience managing natural hazards
and emergency events. Kaikoura’s experience responding to and recovering from the
2016 earthquake has created substantial community resilience and local emergency
management capability, while Marlborough operates established regional emergency
management arrangements through its unitary authority structure.

While a combined authority would provide opportunities to strengthen emergency
management capability through improved organisational scale it must again be noted
that the funding of rivers and flood protection, including the attribution of cost and
potential for debt, will be required to be held across a much smaller ratepayer base.

Water services

Both councils have decided to establish water organisations to deliver water services.
The Kaikoura District Council (KDC) and Hurunui District Council (HDC) water services
organisation commenced operations on 1 July 2026. Marlborough Waters will begin
operations on 1 July 2027. Both councils have contemplated future collaboration
between water organisations in their Statement of Expectations.

While the new council would become a shareholder in the KDC-HDC water
organisation, other reform proposals e.g. a potential North Canterbury unitary council
could have implications for the existing arrangements. Hurunui’s continued
commitment. We will through those issues as they arise.

Criterion 4: Maintains local voice

Key principles

¢ Kaikoura remains a distinct community.

¢ Localidentity is maintained.

¢ Meaningful local representation is preserved.
e Local service delivery continues.

e Community influence remains strong.

Maintaining local voice was the most consistent theme emerging from community
engagement and elected member discussions in both Marlborough and Kaikoura.
Feedback demonstrated that future governance arrangements must protect each
community's ability to influence decisions while maintaining its unique identity, a
sentiment which, unsurprisingly given its smaller size, was expressed most strongly by
the Kaikoura community.

The proposal therefore seeks to preserve both representation and local influence
through the design of the governance arrangements. Our discussions to date have
landed on arrangements that would provide Kaikoura with representation materially



greater than its population share, including between 15% and 20% of council
representation and through the establishment of a local non-elected advisory group.

We think that this is pragmatic position while the new unitary council is establishing
itself. We are proposing that the future council should undertake a representation
review of these arrangements ahead of the 2034 local body elections, but we will
continue to investigate how to protect local voice and seek to ensure this representation
approach is reflected in future representation reviews through legislation.

The proposal also supports local voice by maintaining the continued presence of local
service facilities, local and regional operational staff, community engagement functions
and emergency management capability under a senior manager in Kaikoura.

Criterion 5: Deliverability

Key benefits

e Existing unitary authority model.

e Existing regional capability.

¢ Lowerimplementation complexity.
e Greater certainty of delivery.

Deliverability is one of the strongest aspects of the proposal. Unlike alternative options,
the proposal does not require the establishment of a new unitary authority, and will
build on existing capability, proven governance arrangements, and established
operating models already in place in Marlborough. This means that the proposal
provides a significantly more straightforward implementation pathway than alternative
options involving three or more councils or the creation of entirely new regional
governance structures.

Kaikoura District Councilis currently the second smallest local authority in New
Zealand with less than 40 full-time equivalent staff. By extending an existing unitary
authority model rather than designing a new one, the proposal reduces transition
complexity and increases confidence that reform can be successfully implemented in
time for the 2028 local government elections.

As noted above, the merger of funding, financing and service delivery will be managed
through transitional arrangements. The detailed work on these transitional
arrangements will be undertaken in the next detailed design phase. However, because
Marlborough already undertakes both territorial and regional functions, many of the
organisational systems and specialist capabilities required for a future unitary authority
are already established.



Mana Whenua and Treaty settlement considerations

Key points

Treaty settlement legislation and settlement redress remain unchanged.
Existing statutory acknowledgements, deeds of recognition and other settlement
arrangements will continue to have equivalent effect.

Existing KDC/MDC-iwi participation arrangements and relationship agreements

will continue unless amended by mutual agreement.

Rohe and takiwa boundaries are unaffected.

Existing council obligations will transfer to the new authority.
Local informal relationships and networks to be retained.

At the high level the key settlements affecting the land included within the boundaries
of the new council include:

1.

Ngai Tahu Claims Settlement Act 1998
2. Te Tau lhu Settlements (2014) covering:

a.

h.

@™ ™o oo T

Ngati Apa ki te Ra To

Ngati Kuia

Rangitane o Wairau

Ngati Koata

Ngati Rarua

Ngati Tama ki Te Tau |hu

Te Atiawa o Te Waka-a-Maui
Ngati Toa Rangatira

3. Ngati Kuri (Kaikoura) settlement interests (note: this is Ngati Kuri of Kaikoura, a
hapu of Ngai Tahu, distinct from the Far North Ngati Kuri settlement enacted in
2015). The Kaikoura rohe is primarily addressed through the Ngai Tahu
settlement and associated statutory acknowledgements administered through
Te Runanga o Kaikoura.

This proposal will not alter Treaty settlement legislation, settlement redress, statutory
acknowledgements, deeds of recognition, iwi rights, rohe boundaries, or takiwa
boundaries. Any obligations currently held by Marlborough and Kaikdura District
Council’s would transfer to the new Council with equivalent effect.

As discussed above, engagement undertaken to date indicates general support from
affected mana whenua for the proposal, provided existing Treaty settlement

arrangements, governance relationships, and areas of mana whenua remain

unchanged. Ngai Tahu has expressed a preference for local government boundaries that



align with their takiwa boundary. The proposal recognises those views while noting that
local government boundaries and iwi boundaries do not currently align.

Existing KDC/MDC-iwi partnership arrangements, relationship agreements and
engagement mechanisms would continue to be observed unless amended by mutual
agreement. The proposal provides an opportunity to strengthen coordination across
shared catchments and environmental systems, while maintaining existing
relationships with mana whenua.

The detailed design phase would include ongoing engagement with Te Tauihu iwi, Te
RUnanga o Kaikoura (Ngati Kuri), Ngai Tahu and (as necessary) the Crown to confirm
how existing Treaty settlement arrangements, relationship agreements and statutory
obligations will continue to be given equivalent effect under any future authority. This
work would identify any legislative or administrative changes required to ensure
settlement outcomes and existing council obligations are maintained.



Conclusion

Why this proposal should proceed to the next stage of in-depth investigation

e Brings together already interconnected and like-minded communities.

e Directly supports the Government’s planning reform and could provide an early
opportunity to demonstrate the objectives of local government reform.

¢ Extends proven governance capability.

o« Simplifies governance and leverages existing regional council arrangements.

e Combines two complementary economies, including Marlborough's world-
renowned wine region and Kaikoura's internationally recognised wildlife tourism
destination.

e Maintains local voice and preserves local identity.

e Provides greater certainty and deliverability.

e Achieves one councilin 2028.

The proposed single unitary authority represents a practical and locally led response to
the challenges and opportunities of local government reform. Developed jointly by
Marlborough District Council (MDC) and Kaikoura District Council (KDC), itis an
opportunity to develop a shared vision for governance and integrate local and regional
decision-making.

Importantly, the proposal builds on the way Marlborough and Kaikoura already function.
Our communities, businesses and natural systems are closely interconnected, and the
proposed model would provide a governance framework that will maintain local
representation, local identity and local service delivery that our communities have
consistently identified as essential.

In assessing the available alternatives, both councils have concluded that a single
unitary authority offers the strongest combination of strategic fit, implementation
certainty and deliverability. It provides the clearest pathway to establishing a
sustainable governance model by 2028 and aligns strongly with the Government's
direction for planning reform and more integrated place-based decision-making.

Overall, this proposal represents a practical and deliverable local government reform. It
will strengthen regional governance arrangements, support planning reform objectives,
enhance existing economic development synergies, has early community support.
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Appendix 1: Facts and Figures

Key metrics
Marlborough Kaikoura
Land area (sq.km) 12,484 2,047
Population 49,431 4,215
Households 24,324 2,466

Represented by

1 Mayor and 14 Councillors
(4 wards, including the Maori
ward)

1 Mayor and 7 Councillors
(elected at large)

Council staff

300-330 staff

33-35 staff - TBC

Water Services

Marlborough Waters go live
July 2027

Kaikoura- Hurunui Water
Services July 2026

Roads

1,500 km of local roads (700
km unsealed)

214 km of local roads (50%
unsealed)

Key financial information

Source 24-25 Annual
reports

Marlborough

Kaikoura

10 Year LTP capex
programme (24-25)

$116.5m (budgeted)

$6.69m




Net Assets

$2,607 billion

$342.0 million

Total annual revenue (24-
25)

$218.4m (rates 46% of
revenue)

$22.77m (rates 47% of
revenue)
KDC also collect approx. $2m
in rates for ECAN)

$247.8m (approx. $80m to be

Total Debt transferred to Marlborough $7.3m
Waters)
$4,019
Avg Residential Rates $3,828 (+ $ 500 Regional Rate-
average residential)
Debt per household $10,187 $2,960
0,
Net debt as %of Total 49.07% 16.5%
revenue
0,
Net Interest as a % of Total 1.61% 0.8%
Revenue
0,
Net Interest as %of Rates 3.45% 1.50%
Revenue
Liquidity 123.74% 148.7%




Appendix 2: Transition Timeline

Transition Timeline

e

Outline Proposal Submitted August 2026
Cabinet In-Principle Decision September 2026
Detailed Design Phase October 2026 - March 2027
Detailed Proposal Submitted March 2027
Cabinet Confirmation May 2027
Legislation Enacted Q12028
Marlborough District Council established - Representation Review 2034 local government election cycle. 2028
New Marlborough-Kaikoura Authority established with all staff now working for the single Marlborough District October 2028

ctober
Council across both sites. Current Kaikoura District Council building to become a local Service Centre.
Combined Long-Term Plan Development.

2031- 2041

Progressive development/implementation of transitional Arrangements across all Council activity groups.




Developing the Detailed Proposal - Design Timeline

Representation

m Analyse
representation
arrangements

m Refine options and
confirm preferred
approach

lwi Engagement

m Targeted and joint
discussions with iwi

m Confirm key design
principles

Transitional Funding
& Financial
Arrangements

m Financial analysis
and due diligence

m Transfer agreement
principles developed

m Confirm funding
and financial
arrangements

New Operating Model

m Business analysis
of systems and

m Draft transition

m Prioritise changes
and develop

plan implementation
processes : .
timeline
. m Confirm m Design SCP m Consultation m Hearings and m Decisions
Consultation < m SCP opens . ) - .
consultation process||process period deliberations and adoption

Detailed Proposal

m |nitial draft
proposal

m Draft proposal and
SCP materials

m Legal review and
advice

m Finalise proposal
and SCP
documentation




Estimated Detailed Design Costs

Type

Activity

Estimated

Estimated Ongoing

Detailed Design Cost | Transition Cost to Oct 2028
to March 2027

Representation

¢ Review of representation model
against legislative requirements and
relevant statutory considerations

30,000

20,000

lwi Engagement

¢ Coordination of iwi engagement,
feedback and hui

e Support for ongoing engagement and
relationship management

100,000

50,000

Transitional Funding & Financial
Arrangements

¢ Financial analysis and due diligence
¢ Advice on transition funding and
financial arrangements

* Legal and employment law advice

200,000

150,000

New Operating Model

¢ Business analysis of current systems
and processes

* Development of transition plan

¢ Organisational design

¢ Branding and identity development

¢ Employment law advice

¢ |CT transition planning

400,000

300,000

Consultation

¢ Legal advice and support for the
Special Consultative Procedure (SCP)

30,000




Type

Activity

Estimated

Estimated Ongoing

Detailed Design Cost | Transition Cost to Oct 2028

to March 2027

Detailed Proposal

¢ Drafting, design and production of
detailed proposal and consultation
materials

50,000

|Total Estimated Cost

$810,000|

$520,000)

Overall estimated programme cost (March 2027 to October 2028): $1,330,000.




Appendix 3: Strategic Risks, Opportunities and Mitigations

Head Start
Criterion

Strategic Opportunity

Key Risk / Trade-off

Mitigation and Management

Response

Further Work During
Detailed Design

1. Supports the
New Planning

Creation of a single planning,
regulatory and consenting
authority across Marlborough
and Kaikoura, enabling
integrated spatial planning,
coastal management, transport
planning and catchment

Transition period may create
uncertainty for ongoing planning
reform programmes, particularly
where Kaikoura remains
connected to Canterbury
planning processes prior to

Maintain statutory planning
obligations throughout the
transition period. Establish joint
planning governance
arrangements during detailed
design. Use Marlborough’s
existing unitary planning

Regional spatial planning
governance model;
integration pathway for
Kaikoura planning
functions; assessment of
catchment boundary

existing unitary authority model
rather than creating an entirely
new governance structure,

loss of direct access to decision-
makers may emerge.

protection for Kaikoura
representation and public-facing
service delivery commitments.

System implementation. Proposed Waiau [|capability and the completed . L -
management. The Marlborough TN ) implications; transition
. Toa/Clarence catchment Kaikoura Spatial Plan as .
Environment Plan framework ] ] ) arrangements for planning
. L boundary adjustments may foundation documents. Continue
provides an existing platform to . . . . staff and regulatory
. . require alignment with engagement with Canterbury
inform the new planning . . w . systems.
neighbouring authorities. partners regarding catchment
system.
and boundary matters.
: . e Dedicated Kaikoura Ward with Detailed governance
Single point of accountability  |igimpification may be perceived o g cation. local I gk e and "
g enhanced representation, loca ramework; role and remi
for planning, infrastructure, by some residents as reducing ; t P e iy "
; service centre, Kaikoura-base of advisory structures;
2. Simplifies environmental management,  |iiocal influence or concentrating G M 4 local logislati y hani
eneral Manager and loca egislative mechanisms
Local transport and emergency decision-making in Blenheim. i gCl logislati g , cati
advisory group. Clear legislative |[supporting representation
Governance management. Extends an Community concern regarding y group g PP grep

guarantees; delegation
framework for local
matters.




Head Start
Criterion

Strategic Opportunity

Key Risk / Trade-off

Mitigation and Management
Response

Further Work During
Detailed Design

significantly reducing
institutional complexity.

3. Economies of
Scale

Improved organisational
resilience and access to
specialist capability across
planning, engineering, science,
legal, emergency management
and infrastructure disciplines.
Enhanced regional economic
development opportunities
through stronger tourism,
transport and investment
coordination. Potential long-
term efficiencies through
shared systems, procurement
and service delivery.

Communities may perceive
amalgamation as transferring
debt or redistributing costs
unfairly. Some efficiencies may
take longer to realise than
expected and transitional costs
may temporarily offset benefits.
In addition, the full financial
implications of transferring
Environment Canterbury regional
functions to a future
Marlborough-Kaikoura unitary
authority are not yet known, as
detailed information on the costs,
assets, liabilities and long-term
funding requirements associated
with those functions has not yet
been assessed.

Proposed debt ring-fencing until
at least 2031, continuation of
existing Long Term Plan
commitments, transitional rating
districts, and grandfathering of
major capital projects. Maintain
transparency regarding projected
costs and benefits.

Financial due diligence;
assessment of shared
service opportunities;
business case for
transport integration;
infrastructure investment
strategy; long-term rating
harmonisation options.

4. Maintains
Local Voice

Opportunity to design
representation arrangements
specifically to protect
Kaikoura's interests rather than

Perception that a larger
organisation may become less
responsive to local needs over
time. Risk that future

Legislative commitmentto a
dedicated Kaikoura Ward
representing approximately 15-
20% of governing body

Representation review
framework; local decision-
making principles; ward
representation




Head Start
Criterion

Strategic Opportunity

Key Risk / Trade-off

Mitigation and Management
Response

Further Work During
Detailed Design

relying solely on population-
based representation. A
dedicated ward and local
service presence may provide
stronger influence than exists
within larger alternative
amalgamation options.

representation reviews could
weaken Kaikoura’s influence
absent legislative protection.

membership; continued local
staffing, emergency management
capability and community
engagement functions; formal
advisory mechanisms.

protections; Maori
participation
arrangements; local
place-making and service
delivery delegations.

5. Deliverability

One of the most deliverable
Head Start proposals nationally
because it extends an
established unitary authority
rather than requiring creation of
a new regional entity. Existing
systems, governance
capability, staff expertise and
regional functions significantly
reduce implementation risk
and transition costs.

Key dependencies include
legislative enactment, transition
funding, planning reform timing,
water services reforms and
successful integration of ICT,
finance and organisational
systems. Compressed
implementation timeframe to
October 2028 must be actively
managed.

Detailed transition programme,
staged implementation,
dedicated workstreams,
transitional funding
arrangements, continued
operation of existing LTP
commitments and strong project
governance. Existing Marlborough
systems provide a proven
implementation platform.

Transition board
arrangements; ICT
integration roadmap;
workforce transition plan;
water services operating
model; implementation
funding package;
programme governance
and reporting framework.




