MERGER OPTIONS ANALYSIS SUMMARY
The following is a summary of analysis of options undertaken by Rotorua Lakes Council, which was presented to Council for decision on 29 July 2026 by Group Manager Organisational Performance and Innovation, Sam Fellows:
The decision before Council was whether Rotorua Lakes Council should submit an outline proposal under the Government’s Head Start pathway and if so, what position it would put forward. 
As a result of other councils’ decisions the options put to Council for decision on 29 July changed from the recommendation featured in the agenda report which was based on six options that were initially considered.
The updated resolution presented three viable options:
1. to submit a Head Start outline proposal based on a Bay of Plenty-wide Head Start proposal with three distinct unitary authorities — Western (Tauranga and Western Bay of Plenty), Eastern (Whakatane, Kawerau and Opotiki) and Central (Rotorua);
2. to not participate in the Head Start process and therefore be subject to the Government’s Back Stop process, should legislation reflect the current policy; or
3. to continue to pursue a Part 3 reorganisation under the current Local Government Act.
Option 1 was the recommended option.
The analysis achieved to support the 29 July decision was considered stronger than could reasonably have been expected within the timeframe available.
Any proposal submitted, if accepted by Cabinet, would require detailed design, further engagement and formal consultation, financial analysis and legislative development. 
The options 
Six potential options that had been under consideration were reduced to three viable options for Council decision on 29 July.
Option 1 was the option supported by the analysis that was able to be undertaken because it gives Rotorua the most active role in shaping a proposal now, while still making it clear it does not support any alternative Head Start configuration involving Rotorua without Council approval.
Options 2 and 3 preserved different forms of caution or flexibility, but also carry the risk that Rotorua has less influence over what comes next.
High level analysis took into account six key criteria:
Financial sustainability: No option was ruled out solely on financial sustainability grounds at this outline stage. The preliminary modelling indicated the modelled options were broadly financially sustainable, but differed materially in scale, debt exposure, surplus margins, cost to serve, ratepayer impact and transition complexity. The treatment of water services, regional council functions, debt, rates harmonisation, service levels and transition costs would be material in any future detailed proposal. 
Full financial due diligence was not possible. Analysis able to be undertaken within the required timeframe relied on annual report information, three-year averages and a 30 June 2025 snapshot. It did not fully quantify transition costs, future inflation, interest rates, water reform treatment, asset condition differences, service-level harmonisation or systems integration. Those matters would need to be addressed before any final reorganisation decision. 
Communities of interest: Technical analysis showed strong functional links toward Tauranga and Western Bay, largely through labour, education and transport connections. Option One responds to that by placing Rotorua within a wider Bay of Plenty package, while preserving a distinct Central Rotorua unitary authority.
Analysis concluded that Rotorua sits at the intersection of several communities: Bay of Plenty regional systems, Eastern Bay catchments and demographics, Western Bay and Tauranga functional connections, and an inland central North Island tourism, lakes, geothermal, forestry and health-network system.
Iwi, Māori and Treaty matters:  Mana whenua interests are central to this. Rotorua has long-standing relationships with Te Arawa, including partnership arrangements, statutory and Treaty settlement obligations, and local governance practices that are significant to Rotorua’s identity and decision-making framework. 
Feedback emphasised the need to protect existing representation, co-governance arrangements, Treaty settlement arrangements, catchment governance, Te Arawa relationships, statutory rights and the principle of no diminution of existing arrangements. Option One is the option that most directly allows Rotorua to put those protections forward as part of its own outline proposal, rather than leaving them to be worked through later in a process designed by others.
Economic alignment and strategic fit: Rotorua’s economy is not defined by one relationship alone, it has strong connections across the Bay of Plenty, including tourism, visitor flows, workforce, transport and supply-chain relationships. It also has a distinct economic identity based around tourism, forestry, geothermal activity, lakes, Māori enterprise, education, health and central North Island connections.
Option one best supports Rotorua’s long-term economic direction, protects its distinctive strengths, and keeps Rotorua connected to the regional systems that matter, supporting regional alignment while preserving Rotorua’s strategic focus and economic identity through a Rotorua unitary authority.
Local voice and representation: This is one of the most important trade-offs. Analysis shows options involving Tauranga materially reduce Rotorua’s relative representation, whereas smaller or more balanced configurations generally retain representation levels closer to Rotorua’s current expectations. 
The overall conclusion is that local voice weighs against any option that substantially dilutes Rotorua’s representation unless there are strong local safeguards. That means any larger configuration would need a deliberate local voice architecture local boards or committees, delegations, place-based budgets, Māori representation mechanisms, service centres and protections for rural, lakes and smaller communities. 
Option One does not reduce Rotorua’s representation in the way some of the earlier wider amalgamation options would have. It also creates an opportunity, through bespoke Head Start legislation, to seek stronger local voice arrangements than exist now.
Ability to deliver the Government’s priorities: Bigger is not automatically better. Wider Bay of Plenty options have strong scale and simplification arguments, but they also bring higher transition, Treaty settlement, local voice and implementation complexity. Option One seeks to balance those matters by supporting a Bay of Plenty-wide reform response while retaining a Rotorua-focused unitary model with stronger local voice and organisational deliverability for Rotorua.
At the outline stage, the strongest proposal is likely to be one that is honest about what is known and what remains unresolved. The timeframe does not allow full transition planning, final representation design, detailed financial due diligence, Treaty settlement transfer design, asset and liability allocation, or formal community consultation before 9 August.
The advice is that if Council chooses to submit, the proposal should be framed clearly as preliminary and conditional. It should identify what must be worked through in detailed design: transition governance, regional functions, catchment management, transport, Treaty settlement protection, iwi relationship transition, local voice, Māori representation, financial due diligence, water services, staff and systems transfer, and the support required from Government.
In summary
Analysis undertaken to date supports Option One.
This would allow Rotorua to put forward a locally shaped position, informed by community, iwi and stakeholder input, rather than leaving the district entirely to a later centrally designed process. The risks include compressed timeframes, incomplete information, uncertainty about final legislation, limited formal consultation, partner-council uncertainty and implementation complexity. It is considered those risks can be mitigated by being explicit that any proposal is outline only, recording the limits of the analysis and committing to further engagement and detailed design if Cabinet accepts the proposal in principle.
Option One puts Rotorua within a Bay of Plenty-wide regional response made up of three distinct unitary authorities, while also reserving a position that Rotorua does not support any other Head Start configuration that includes Rotorua without Council approval. It also confirms that, if Rotorua is required to amalgamate in the future, Council’s preferred approach is a unitary with Rotorua and/or Taupō, and/or boundary adjustments to include the Kaituna Catchment — Mai i Maketū ki Tongariro. 
That approach does not remove the risk but would put Rotorua’s preferred position clearly on the table and give Government a constructive, locally-informed proposal to consider.
While the Head Start pathway has not yet been given effect through legislation, there is presently no indication that the Government intends to depart from the reform pathway it has announced.
Local authorities derive their powers and functions from legislation enacted by Parliament and must exercise those powers within the statutory framework in force at the time. Councils can make decisions and adopt policies within their lawful authority, but these remain subject to later legislative change. If Parliament enacts legislation that alters the framework, that legislation will take precedence over existing local authority decisions or policy positions.
An eligibility risk with Option One exists because it does not involve Rotorua merging directly with another council. That risk is mitigated, but not removed, by advice from DIA, now MCERT, that such a Rotorua proposal can be treated as eligible because it forms part of a broader Bay of Plenty proposal. It is also mitigated by the intended approach of submitting three separate proposals with a common covering letter, and by the Western and Eastern Bay proposals expressly recognising the Central Bay/Rotorua unitary as a separate but linked part of the overall regional package.
If this were tested, the argument could be that a process should not necessarily fail because its form is imperfect, if it has substantially met the purpose and essential requirements of the statutory or policy framework. Option One substantially gives effect to the intent of the Head Start pathway as part of an integrated Bay of Plenty package.
Community feedback
Round one of two rounds of community engaged attracted 323 online survey submissions and 9155 votes in a Facebook poll. Round two attracted 782 survey submissions and 11 email submissions.
The key themes were consistent. People were concerned about protecting local voice and identity, rates and financial risk, the pace of the Government process, Māori and iwi representation and ensuring that any change reflects communities that Rotorua genuinely connects with.
In round two, the criteria ranked most important were financial health, local voice and political representation, communities of interest, economic alignment, mana whenua views and commitments, and ability to deliver the Government’s reform priorities. 
The feedback received is useful and important but should not be overstated as a formal mandate. It is early engagement undertaken in a compressed timeframe and should inform Council’s judgement but does not replace the need for further engagement and formal consultation if any proposal progresses. 


