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Strategic Context for this Submission

Council has endorsed The Mayor's Plan 2025 - 2028 to inform the projects and services it will deliver to
ensure Hamilton has what it needs now and for the future — efficiently, responsibly, and sustainably. The
seven guiding themes of The Mayor's Plan are:

Sensible, cost-effective infrastructure

Grow with balance

A central city to be proud of

City places and services that work for people
Open for business

A transparent and efficient organisation

Financial responsibility

Council Approval and Status

This submission was circulated to all Elected Members and Maangai Maaori for review and comment
prior to lodgement. While it has not been formally considered or adopted by the full Council, it has been
endorsed for lodgement by Senior Councillor Angela O'Leary (Governors’ Operational Lead) on behalf of
Hamilton City Council.

Submission # 844
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Key Messages and Recommendations

1.

10.

Support the Government's objective of improving transparency, consistency and comparability in
local government planning and reporting, but query whether the framework as currently proposed
will achieve this without further refinement.

Defer implementation until 1 July 2029, consistent with Taituara's recommendation.

o Allow time for the Ministry to work collaboratively with the sector to ensure that any final
framework genuinely improves transparency, accessibility and comparability while remaining
practical to implement and reflective of the realities of modern local government service delivery.

e Avoid significant disruption to councils' 2027-37 Long-Term Plan processes, including activity
structures, budgets, performance measures, Funding Impact Statements, Revenue and Financing
Policies, financial systems and audit workstreams.

e Avoid imposing another unfunded mandate on councils by requiring substantial system, finance,
planning, reporting and audit changes without sufficient lead-in time or resourcing.

Release the proposed regulations as soon as possible so councils can fully assess the implications of
both the regulations and supporting guidance before being expected to redesign planning and
reporting frameworks.

Clarify whether the Activity Index is indicative, prescriptive or mandatory, as this will have
significant implications for council systems, reporting structures, implementation costs and audit
requirements.

Provide clearer guidance on the treatment of shared services and corporate functions, including
finance, customer services, digital services, procurement, legal services and people and capability.

Recognise stormwater, strategic property and customer service functions more explicitly within the
activity framework to improve completeness, transparency and reporting consistency.

Provide worked examples and a comprehensive data dictionary to support consistent sector-wide
interpretation and implementation.

Review the treatment of economic development, tourism, destination management, major events,
community development, arts, cultural activity, grants and community programming, recognising
their contribution to economic growth, community wellbeing and the Government's wider tourism
and economic objectives.

Ensure the framework remains principles-based and flexible, allowing councils to maintain locally
appropriate activity structures while reporting against common Groups of Activities.

Avoid creating unnecessary administrative complexity and compliance costs, ensuring the benefits
of greater comparability outweigh the costs of additional allocations, reconciliations, reporting effort
and audit requirements.
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Introduction

11.

12.

13.
14.

15.

16.
17.

18.

19.

Hamilton City Council appreciates the opportunity to provide feedback on the Ministry for Cities,
Environment, Regions and Transport's consultation document on the proposed Regulations for
Groups of Activities for Councils' Planning and Reporting. We are also grateful for the extra time we
were given to provide feedback during this extremely busy period for local government.

We support the Government's objective of improving transparency, consistency and comparability
across local government planning and reporting. We also recognise the rationale for seeking greater
consistency in the way local authorities classify and report activities. When undertaken well,
standardisation can improve comparability between councils and provide useful insights into service
delivery, expenditure and performance across the sector. However, local government exists precisely
because communities have different needs, priorities and service delivery models. There is therefore
an important balance to be struck between consistency and local flexibility.

Effectiveness

While we support the overall intent of the reforms, we are concerned whether aspects of the
proposed framework will ultimately achieve the stated objectives of simplicity, transparency and
accessibility. In particular, we question whether some elements of the proposed approach may
inadvertently increase reporting complexity by requiring councils to undertake increasingly detailed
mapping, allocation and reconciliation processes to fit local activities within prescribed structures.
There is a risk that a framework designed to improve comparability could instead create new layers
of administrative effort, internal cost allocation methodologies and reporting complexity that are
difficult for both councils and communities to understand.

Many councils increasingly operate through integrated service delivery models, shared services,
multidisciplinary teams and cross-cutting programmes. Applying highly prescribed classifications to
these arrangements may not necessarily improve transparency and, in some instances, could obscure
the true nature and cost of service delivery. We are therefore not convinced that all elements of the
proposed framework will deliver improved simplicity, transparency and accessibility in practice.

Timing

We are particularly concerned by the timing of the proposed changes. As the Ministry will be aware,
councils throughout New Zealand are in the critical preparatory stages for their 2027-37 Long-Term
Plans. Audit requirements and statutory timelines mean many councils are only a matter of months

away from needing to finalise planning, financial and reporting frameworks that will underpin draft
Long-Term Plans and associated consultation material.

Introducing a new set of Groups of Activities at this point will create significant additional
complexity, cost and interruption at the stage of the planning cycle where councils can least afford
it. The proposed changes have implications not only for planning and reporting structures, but also
for general ledger configurations, budgeting frameworks, performance measures, Funding Impact
Statements, Revenue and Financing Policies, management reporting, financial systems and audit
processes. In practical terms, this risks becoming another unfunded mandate on councils, with
transition costs ultimately borne by local communities and ratepayers unless implementation is
deferred and properly supported.

We are particularly frustrated that the Cabinet paper underpinning these proposals was dated 25
March 2026 but was not released for a further seven weeks. During that intervening period,
Hamilton City Council designed, adopted, and commenced implementation of Groups of Activities.
Earlier engagement would have avoided this potentially nugatory work and the associated costs. This
is an example of the incremental compliance and transition costs that local government has
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20.

21.
22.

23.

24,

25.
26.

27.

consistently highlighted over many years and which can often be avoided through more meaningful
collaboration between central and local government.

Further frustration arises from being asked to provide feedback on draft guidance supporting the
regulations before councils have had the opportunity to review the regulations themselves. It is
difficult to fully assess the practical implications of the proposed framework without understanding
the detailed regulatory requirements that will ultimately govern its application. In particular, we are
keen to understand whether the regulations will provide additional direction on matters such as
activity classification, support service allocation, reporting requirements and implementation
expectations. Greater visibility of the regulatory framework would enable more informed feedback
on the guidance and how it is intended to operate in practice.

Support for Taituara and Tourism Industry Aotearoa

Hamilton City Council wishes to record its strong support for the submission made by Taituara — Local
Government Professionals Aotearoa. We are especially supportive of its recommendation that any
new regulatory framework should not take effect until 1 July 2029. This is one of the most important
points Council wishes to land. Taituara has identified the substantial systems, planning, reporting,
financial management and audit changes that would be required to implement the framework, and
the practical difficulties associated with introducing these changes so close to the completion of the
next Long-Term Plans. We agree that a deferred implementation date would significantly improve
the likelihood of achieving the Government's objectives while reducing unnecessary transition costs
for councils and ultimately ratepayers.

We also support the submission made by Tourism Industry Aotearoa. As we have previously
highlighted to central government, there appears to be an inconsistency between Government
commentary regarding the importance of tourism, events and economic growth, and aspects of the
legislation, policy and guidance affecting local government. The Government has rightly emphasised
the important role that tourism, destination management, major events, placemaking and local
economic development play in supporting national and regional prosperity. At the same time, some
recent reforms have had the potential to diminish the visibility of these activities or create
uncertainty regarding their place within the broader local government framework.

We consider that reporting and accountability frameworks should appropriately recognise the
substantial contribution that tourism, visitor attraction, destination management, cultural facilities,
major events and economic development activities make to communities and local economies. In our
view, there should be a clear line of sight between the Government's economic growth agenda and
the way these activities are reflected within local government planning and reporting frameworks.

Key Themes Raised in Our Feedback

The detailed feedback in the table that follows identifies a number of areas where further
refinement, clarification or flexibility is necessary if the framework is to achieve its objectives.
Without this, there is a material risk that some aspects of the proposal may increase complexity
rather than reduce it, create additional cost and reporting effort, and make council reporting less
intuitive for communities. The ultimate test of any new framework should not simply be whether
activities can be standardised, but whether communities can more easily understand what their
council does, why it does it, how much it costs, and the outcomes being achieved.

We therefore encourage the Ministry to work collaboratively with the sector to ensure that any final
framework genuinely improves transparency, accessibility and comparability while remaining
practical to implement and reflective of the realities of modern local government service delivery.
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28. Crucially, we support deferring implementation until 1 July 2029 to avoid unnecessary cost,
disruption and implementation risk during the 2027-37 Long-Term Plan cycle. This would allow time
for councils, auditors, software providers and the Ministry to properly develop, test and implement
the framework. The focus should be on getting the framework right rather than implementing it
quickly. A well-designed and well-implemented framework is considerably more likely to achieve the
Government's objectives than one introduced under unnecessarily compressed timeframes.

29. Thank you again for the opportunity to provide feedback. Council would welcome the opportunity to
discuss this submission further.

30. Should the Ministry require any clarification regarding this submission, or wish to discuss any of the
matters raised, please contact James Clarke (Corporate Planning and Advocacy Manager) in the first
instance on 027 808 9580 or James.Clarke@hcc.govt.nz.

Yours faithfully

2 s~

Lance Vervoort
CHIEF EXECUTIVE
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Attachment A: Feedback table

Are there any activities missing from the list that should be added?

Greater clarity is needed on the treatment of activities that are significant for
some councils but may not be significant for others. The proposed framework
appears to assume that activities not specifically aligned to the main regulated
groups can be captured within “Other”.

Stormwater

Stormwater is not specifically identified within the proposed framework. While
stormwater services are now subject to separate planning and reporting
requirements under water services legislation, stormwater infrastructure, assets,
revenues and expenditure remain part of the Council's financial statements from
a PBE IPSAS reporting perspective. Stormwater is therefore still a significant
council activity for accounting and financial reporting purposes.

We recommend that stormwater be explicitly addressed within the guidance to
ensure transparency and completeness between the regulated Groups of
Activities reporting, Funding Impact Statements and the audited financial
statements of the Council. Without a clear treatment, there is a risk that users of
council reporting will be unable to readily understand or reconcile how
stormwater-related costs, revenues, assets and funding have been reflected
across the various accountability documents.

While stormwater may have its own Water Services Strategy and sector-specific
reporting requirements, it should still be recognised within the activity framework
to ensure completeness of reporting and to support clear reconciliation between
activity-based reporting, Funding Impact Statements and the Council's statutory
financial statements. This will help ensure that the new reporting framework
enhances transparency rather than creating gaps between different reporting
regimes.

Strategic Property

The activity guidance refers to commercial and community property but does not
clearly address strategic property held for future infrastructure development,
urban regeneration, growth planning or other long-term public purposes where the
ultimate beneficiary activity or activity group is not yet identifiable. Clear guidance
should be provided on how these assets are intended to be classified.

Customer Services

The activity index does not clearly address the treatment of customer service
functions that support multiple council activities. Functions such as customer
contact centres, telephony, council reception, service request management,
front-of-house services, digital customer channels and general customer enquiry
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handling typically operate as shared services supporting the full range of council
functions rather than a single activity or group of activities.

Greater clarity is therefore required regarding how these services should be
classified and reported. It is unclear whether customer services are intended to
be treated as a support service, allocated across multiple groups of activities, or
attributed to individual activities based on usage. This is particularly relevant
because customer services often represent a significant corporate function and
are closely linked to the broader treatment of shared services, overheads and
internal allocations across the organisation.

We recommend that MCERT provide specific guidance on the treatment of
customer services and other organisation-wide support functions to promote
consistency across councils and avoid the development of materially different
allocation approaches that could undermine comparability. This guidance should
recognise that many customer service activities support all council services and
therefore require a practical and transparent allocation methodology where costs
are attributed to activities.

Corporate Shared Services

The proposed activity index does not adequately recognise a number of corporate
and shared service functions that support the delivery of all council activities.
While the guidance identifies activities such as financial strategies within
Governance, Planning and Reporting, this does not reflect the broader nature of a
modern finance function or other corporate services. For example, finance
functions typically undertake rates assessment and collection, accounts payable,
accounts receivable, treasury operations, financial control, financial reporting,
systems administration and transactional processing activities that support the
full range of council services rather than a single activity group. Similar
considerations apply to customer services, digital services, procurement, legal
services, people and capability, communications and other organisation-wide
support functions.

The omission of these functions from the activity framework creates uncertainty
regarding classification and cost allocation requirements. It is unclear whether
these services are intended to be reported within Governance, Planning and
Reporting, allocated across service activities, or managed through separate
support service structures. This lack of clarity is significant because the treatment
of these activities has a direct impact on the reported cost of services, Funding
Impact Statements, Revenue and Financing Policy allocations, rates setting and
inter-council comparability.

We recommend that MCERT explicitly recognise corporate and shared service
functions within the guidance and provide clear direction on their intended
treatment. This should include guidance on the use of support service cost
centres, internal allocations and overhead recoveries to ensure the full cost of
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service delivery is transparently reflected in activity reporting while maintaining
consistency across the sector.

Are there activities that you think have been mis-grouped/belong in another group
from where they’ve been allocated?

Several of the proposed classifications appear to prioritise simplicity of grouping
over transparency, accountability and the practical realities of how councils plan,
fund and report on activities. In some cases, activities have been groupedin a
manner that may reduce visibility of significant areas of council investment and
decision-making. In others, the proposed classifications may create unintended
complications for financial reporting, funding analysis and activity costing.

Other Activities

The proposed "Other" category is exceptionally broad and encompasses activities
with significantly different purposes, funding models, expenditure drivers and
community outcomes. Activities such as economic development, tourism,
destination management, major events, social housing, community development,
community safety, strategic property investment and grants are all proposed to be
combined into a single residual category.

For many councils these activities are not ancillary or discretionary. They
represent significant areas of investment and are often central to local economic
resilience, housing growth, visitor attraction, and city activation. For some
Councils this is especially relevant given the Government's emphasis on tourism
and events-based economic growth. Activities such as economic development,
tourism, major events and strategic property investment are often key
mechanisms through which councils contribute to these objectives.

Grouping these activities within a broad residual category risks reducing visibility
rather than improving it. It may also unintentionally signal that they are of lesser
importance, despite being significant drivers of community outcomes and
prosperity. In practice, the "Other" category could become one of the largest areas
of expenditure for some councils while simultaneously becoming one of the least
meaningful categories for community understanding and inter-council
comparison.

This concern also applies to community development, arts, cultural activity,
grants and community programming where those activities are material to local
wellbeing, social cohesion, city activation and wider community outcomes. These
activities should remain visible where this would improve transparency and
community understanding, rather than being absorbed into a broad residual
category.

The proposed treatment of economic development, tourism and related activities
should also be considered in light of the Government's Tourism Policy Statement,
which expressly recognises local government's role in destination management,
destination marketing, events development, placemaking, visitor infrastructure
and supporting local economic growth and development. These functions are
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central to the Government's wider economic growth agenda and frequently
represent significant areas of council investment and activity. Grouping them
within a broad residual "Other Activities" category risks reducing visibility of
activities that are closely aligned with nationally recognised economic and
community outcomes.

Tourism-related activities also extend well beyond visitor promotion. Councils
commonly support destination management, destination marketing, cultural
attractions, events and festivals, public amenities, placemaking initiatives, visitor
infrastructure and tourism-related economic development activities. Many of
these activities span multiple proposed Groups of Activities and are often
delivered as part of integrated economic development programmes. Their
significance may not be appropriately reflected if they are consolidated within a
residual category intended primarily for activities that do not naturally fit
elsewhere.

Activities such as destination management, major events, cultural attractions and
economic development are frequently undertaken to generate broader economic,
social and community benefits. For many councils these activities represent
deliberate long-term investments in local prosperity, place-shaping, visitor
attraction and community wellbeing rather than ancillary services.

Recommendation

We recommend that MCERT either establish a separate economic development
and tourism group, or permit councils to separately report material economic
development, tourism, destination management, major events, community
development, arts, cultural activity, grants and community programming beneath
the regulated groups where this improves transparency, accountability and
alignment with the Government's economic growth, tourism and community
wellbeing objectives. Economic development, tourism, destination management,
major events, cultural attractions, community development and related
community programming are often significant areas of council investment that
support local economic resilience, community wellbeing and place-based
growth. The reporting framework should ensure that these activities remain visible
and understandable to communities rather than being consolidated within a
broad residual category.

LGOIMA Information Requests

The proposed classification of LGOIMA information requests within Public
Regulatory Services does not appear to align with the primary purpose of the
activity. LGOIMA is fundamentally concerned with transparency, democratic
accountability, public access to information and the conduct of local government
decision-making processes. While there are legislative and compliance elements
associated with the activity, its primary purpose is governance rather than
regulation.
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We consider LGOIMA information requests would sit more naturally within
Governance, Planning and Reporting alongside democratic services, elected
member support, community engagement and other activities that promote
transparency and accountability.

Economic Development Plans

The guidance currently places economic development plans within Governance,
Planning and Reporting, while economic development activities themselves sit
within Other Activities. This separation may create confusion by splitting strategy
and delivery components of the same activity across different groups.

While we acknowledge that strategic planning activities often form part of
governance functions, the proposed classification creates an inconsistency
where planning and delivery for a single service area are reported separately.
Greater explanation is required regarding the rationale for this distinction and
whether similar principles are intended to be applied consistently across other
activities.

Community and Recreational Facilities

The description of Community and Recreational Facilities appears heavily
focused on the provision and upkeep of facilities and buildings. However, many
councils deliver services, programmes and community outcomes through these
facilities and the cost of service delivery is often in itself far greater than the
facilities costs. Libraries, museums, galleries, recreation services, community
development programmes and aquatic facilities are not solely property assets;
they are service delivery activities that use facilities as part of achieving broader
outcomes.

Additional guidance would be helpful to ensure councils consistently interpret
whether reporting should focus on facilities themselves, the services delivered
through those facilities, or a combination of both. Without greater clarity there is
potential for inconsistent classification and reporting practices across the sector.
We recommend the description of the activities by shifted substantively to the
service nature.

Corporate and Shared Service Functions

A number of activities identified within Governance, Planning and Reporting
appear to reflect strategic or policy functions rather than the broader operational
support functions undertaken by councils. For example, Financial Strategies are
identified, but broader finance functions that support the delivery of all council
services are not clearly addressed. The same issue arises for digital services,
procurement, legal services, customer services, people and capability and other
organisation-wide support functions.

Given the significance of these functions and their impact on cost attribution,
Funding Impact Statements, Revenue and Financing Policy analysis and inter-
council comparability, we consider further guidance is required on their intended
classification and treatment. We recommend a separate activity group for shared
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and support services to enable clear transparency on the costs of these and how
they are then recovered from the service activities.

Is there further information that MCERT could provide that would be helpful?

When will the regulations be available? Will the regulations prescribe the eight
groups or include more detail on how they must be applied?

Several aspects of the proposed framework would benefit from further
clarification and implementation guidance. Without greater certainty, there is a
risk that councils, auditors and regulators will interpret the requirements
differently, reducing comparability rather than improving it.

Status of the Activity Index

The guidance is unclear on whether the activity index is intended to be indicative,
prescriptive or mandatory. The distinction is significant. If the activity index is
intended as guidance, councils can continue to structure activities in a manner
that reflects local circumstances while reporting against the regulated groups. If
the activity index is intended to be mandatory, the implications for financial
systems, activity structures, performance measures, budgeting frameworks and
reporting processes, and resulting costs, are substantially greater.

Without greater clarity there is a risk that councils will adopt different
interpretations of the framework, resulting in inconsistent application and
reducing the comparability the reforms seek to achieve.

We recommend MCERT clearly specify whether the activity index is indicative,
prescriptive or mandatory. Our preference is that the activity index operate as
guidance rather than a mandatory prescribed structure. This would provide
councils with flexibility to maintain activity structures that reflect local service
delivery models, community priorities and organisational arrangements, while still
reporting against the regulated groups of activities. Such an approach would
support the Government's objectives of greater consistency and comparability
without unnecessarily constraining councils' ability to present informationin a
manner that is meaningful and transparent to their communities.

A guidance-based approach would also better recognise the significant variation
that exists across councils in scale, functions, governance arrangements and
service delivery models. Attempting to impose a highly prescriptive activity
structure across the sector may increase compliance costs and reduce local
transparency, while delivering only limited additional comparability. A principles-
based approach, supported by guidance and worked examples, is more likely to
achieve the intended balance between consistency, practicality and meaningful
community accountability.

Relationship to Revenue and Financing Policies, Funding Needs Analyses and
Funding Impact Statements

The guidance does not explain how the proposed groups and activities interact
with Revenue and Financing Policies, Funding Needs Analyses and Funding
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Impact Statements. This is a significant omission given these are core
accountability documents established under the Local Government Act and rely
heavily on activity definitions, cost attribution and funding decisions.

Greater clarity is required to understand the implications for rates modelling, fees
and charges, activity funding, audit requirements, and reporting reconciliations.

We recommend that MCERT provide worked examples demonstrating how the
proposed framework is intended to interact with Revenue and Financing Policies,
Funding Needs Analyses, Funding Impact Statements and annual financial
reporting.

Corporate Shared Services and Internal Allocations

The guidance would benefit from specific direction regarding the treatment of
corporate and shared service functions, including finance, digital services,
customer services, procurement, legal services, people and capability,
communications and other organisation-wide support functions. While some
activities are referenced within Governance, Planning and Reporting, it remains
unclear how significant shared service functions should be classified, reported
and allocated.

Greater guidance is required regarding:

e support service cost centres;

e internal recoveries;

e overhead allocations;

e shared service activities that support multiple groups of activities; and

e therelationship between these allocations and Funding Impact Statements.

This is particularly important because different allocation approaches can
materially affect the reported cost of services and influence comparability
between councils.

Costing Methodology and Output/Outcome Information

MCERT should provide guidance on a consistent methodology for assigning direct
costs, overheads, shared services and internal allocations to activities. Without
greater consistency in how costs are attributed, inter-council comparisons may
be difficult to interpret and could undermine the transparency the framework
seeks to achieve.

The guidance should also consider whether a common suite of outputs, levels of
service or outcome information should accompany expenditure reporting. Cost
information is most meaningful when considered alongside what councils are
delivering for that investment.

Data Dictionary and Worked Examples

The guidance would benefit from a supporting data dictionary that clearly defines
each activity and identifies what is included and excluded. A common set of
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definitions would reduce interpretation differences and promote more consistent
reporting across the sector.

Providing this guidance upfront will support more consistent implementation,
reduce audit uncertainty and improve the quality of information provided to
communities.

Any other comments?

Implementation Timing and Transition Risk

The most significant concern arising from the proposed framework is the
implementation timeframe. While we support the objective of improving
transparency, consistency and comparability across local government reporting,
the proposed timing does not adequately recognise where councils sit within the
2027-37 Long-Term Plan development cycle.

Councils across New Zealand are already undertaking substantial work to develop
the planning, financial, reporting and audit frameworks that will underpin their
next Long-Term Plans. Introducing a new Groups of Activities framework at this
stage would create significant cost, interruption and implementation risk.
Councils would need to revisit decisions already made regarding activity
structures, budgeting frameworks, performance measures, Funding Impact
Statements, Revenue and Financing Policies, financial systems and associated
audit processes.

Hamilton City Council strongly supports Taituara's recommendation that
implementation be deferred until 1 July 2029. A deferred commencement date
would provide councils, auditors, software providers and the Ministry with
sufficient time to develop guidance, undertake system changes, test reporting
approaches and ensure consistent implementation across the sector.
Proceeding earlier would risk creating another unfunded mandate for
councils, requiring substantial additional work without sufficient time,
certainty or resourcing. In our view, achieving the intended outcomes of the
reforms is more important than implementing them at speed.

Additional Groups of Activities

The Exposure Draft indicates that councils may establish additional Groups of
Activities but that those activities must also be reported within one of the eight
regulated Groups of Activities. Greater clarity is required regarding the purpose
and practical application of this provision.

From both a data management and reporting perspective this creates the
potential for multiple overlapping reporting hierarchies, additional mapping
requirements and increased reconciliation effort. It may also be difficult for
communities to understand the difference between a regulated Group of
Activities, a council-defined Group of Activities and an individual activity. Rather
than improving transparency, this risks creating a reporting structure thatis more
difficult to maintain, explain and interpret.
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Shared Services, Transparency and Consistency

The proposal seeks to improve consistency and comparability across the sector
through standardised Groups of Activities. However, the guidance does not fully
address how this objective can be achieved while maintaining transparency
regarding the true cost of service delivery where significant shared services
support multiple activities.

Many of the activities proposed for consolidation within the eight regulated
Groups of Activities are supported by common organisation-wide functions such
as finance, digital services, customer services, procurement, legal services,
communications, planning and organisational leadership. The guidance provides
limited direction on how councils should consistently reflect these costs within
the proposed structure. As a result, councils may continue to adopt materially
different approaches to allocating support costs, potentially reducing rather than
enhancing comparability.

At the same time, where the framework requires increased prescription or activity-
level granularity, councils may be forced to undertake increasingly complex
internal allocations and cost recovery processes simply to satisfy reporting
requirements. This may increase administrative effort, audit complexity and
reporting costs without necessarily improving the quality or usefulness of
information available to communities. In many cases, the resulting allocations
may be highly judgmental and therefore less meaningful than the service-level
information they are intended to improve.

Activity Granularity and Administrative Complexity

The guidance would benefit from greater explanation of how the proposed activity
index is intended to balance comparability with practicality. While the stated
objective of the reforms is to improve transparency and consistency, an
increasingly granular and potentially mandatory activity framework may have the
unintended consequence of increasing complexity, administration and
compliance costs across the sector.

Councils continually seek to improve efficiency by organising services, resources
and staff across broader service areas rather than maintaining highly segmented
activity structures. Functions such as planning, engineering, asset management,
customer services, finance, digital services, procurement and operational
management are often deliberately structured to support multiple activities. This
approach allows councils to achieve economies of scale, reduce duplication,
improve workforce flexibility and deliver services more efficiently.

If the activity index is intended to be mandatory, councils may be required to
develop increasingly complex allocation models to disaggregate these shared
resources and costs across a large number of prescribed activities. In many
cases, this would not result in more direct activity ownership or more accurate
information. Instead, it would increase the volume of internally generated
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allocations, assumptions, reconciliations, management review and audit activity
required to produce compliant reporting.

The result may be that councils incur substantial additional accounting, finance,
system administration and audit costs to comply with the reporting framework,
while continuing to operate services through integrated teams and shared delivery
models. This would effectively move effort away from service delivery and into the
administration of reporting requirements.

We therefore recommend that MCERT carefully consider whether increased
activity-level granularity genuinely improves transparency and comparability, or
whether it risks creating a compliance-driven reporting framework that is
inconsistent with councils' efforts to improve organisational efficiency and reduce
administrative overheads. A principles-based approach that provides flexibility for
councils to maintain locally appropriate activity structures, while reporting
against a common set of regulated groups, is more likely to achieve the intended
balance between transparency, consistency and practicality.

In our view, the purpose of standardisation should be to improve comparability of
outcomes and expenditure at a meaningful level for communities, not to require
councils to create increasingly granular internal accounting and reporting
structures where the associated costs and complexity outweigh the benefits of
the additional information provided.

Economic Growth and Development Activities

The proposed framework should also be considered in the context of councils'
broader role in supporting local economic growth and development. Many
councils undertake significant activities relating to economic development,
destination management, tourism, major events, placemaking, strategic property
and city activation. These activities are often delivered as integrated programmes
that support economic resilience, business growth, employment opportunities
and community wellbeing rather than as isolated service functions.

The Government's Tourism Policy Statement identifies local government as having
an important role in destination management, place-based planning, events
development, destination marketing, community facilities and visitor-supporting
infrastructure. These responsibilities reflect the wider contribution councils make
to local and regional economies through investment in services, amenities and
facilities that benefit both residents and visitors.

The proposed activity framework should also be alighed with the Government's
wider policy direction for local government, economic growth and tourism.
Recent Government policy documents recognise that councils contribute to
economic growth and development through a range of activities including
destination management, events, placemaking, community facilities, strategic
infrastructure and local economic development initiatives. The treatment of these
activities within the reporting framework should therefore reflect their strategic
importance and avoid creating an impression that such functions are peripheral
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or discretionary where they are, in practice, significant contributors to community
wellbeing and economic outcomes.

Consideration should therefore be given to whether a separate economic
development activity group would provide greater transparency and consistency
than the current proposal to consolidate many economic development and
tourism-related activities within "Other Activities". At a minimum, councils should
have the flexibility to separately identify and report material economic
development and tourism-related activities where this would improve
transparency, accountability and understanding of council investment and
outcomes.

Overall Observation

Overall, we support the intent of improving transparency and comparability across
the local government sector. However, there is a risk that some aspects of the
proposed framework may increase reporting complexity rather than simplify it.
The implementation timing, cost and disruption to Long-Term Plan processes
are therefore key issues that must be addressed before the framework is
finalised. Greater clarity regarding activity classifications, support service
treatment, allocation methodologies and the relationship between regulated
Groups of Activities and locally defined reporting structures will be necessary to
ensure the framework improves transparency without imposing unnecessary
administration and compliance costs.

We consider there is merit in recording the costs associated with the disposal of
debris during emergency recovery within the Waste Management and
Minimisation activity, as this aligns with the principle that expenditure should
generally be reported according to its primary function. However, debris disposal
is often a significant component of emergency recovery activities and can
represent a substantial proportion of recovery expenditure following major events.
Councils will frequently track these costs separately within their management
reporting, recovery programmes, funding claims and post-event assessments in
order to understand and demonstrate the full cost of recovery.

We therefore recommend that the guidance clarify that, while debris disposal
costs may be reported under Waste Management and Minimisation, councils
should have the ability to identify and explain recovery-related expenditure
through activity descriptions, explanatory notes, supporting commentary or other
reporting mechanisms where appropriate. This would support both consistent
activity classification and transparency regarding the full costs of emergency
recovery.
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