Risk and Audit Committee
Meeting Agenda
Thursday, 3 September 2020
9:00am
Council Chamber,
28-32 Ruataniwha Street, Waipawa

Risk and Audit Committee Meeting Agenda

3 September

Order Of Business
1

Apologies ............................................................................................................................. 3

2

Declarations of Conflicts of Interest ................................................................................... 3

3

Standing Orders ................................................................................................................... 3

4

Confirmation of Minutes ...................................................................................................... 3

5

Report Section ................................................................................................................... 10
5.1

Insurance Update and Visit from AON New Zealand .............................................. 10

5.2

Adoption of Risk and Assurance Work Programme ................................................ 27

5.3

Health and Safety Update Report #3 ...................................................................... 32

5.4

Risk Status Update Report ..................................................................................... 43

5.5

Governance Policies - Risk and Assurance Update ............................................... 48

5.6

Treasury Management Policy ................................................................................. 54

6

Date of Next Meeting ......................................................................................................... 86

7

Time of Closure.................................................................................................................. 86

Together we Thrive! E ora ngātahi ana!

2

Risk and Audit Committee Meeting Agenda
1

APOLOGIES

2

DECLARATIONS OF CONFLICTS OF INTEREST

3

STANDING ORDERS

3 September

RECOMMENDATION
THAT the following standing orders are suspended for the duration of the meeting:
• 20.2 Time limits on speakers
• 20.5 Members may speak only once
• 20.6 Limits on number of speakers
And that Option C under section 21 General procedures for speaking and moving motions
be used for the meeting.
Standing orders are recommended to be suspended to enable members to engage in
discussion in a free and frank manner.

4

CONFIRMATION OF MINUTES
Risk and Audit Committee Meeting - 21 July 2020
RECOMMENDATION
That the minutes of the Risk and Assurance Committee Meeting held 21 July 2020 and as
circulated be confirmed as true and correct.
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MINUTES OF CENTRAL HAWKES BAY DISTRICT COUNCIL
RISK AND AUDIT COMMITTEE MEETING
HELD AT THE COUNCIL CHAMBER, 28-32 RUATANIWHA STREET, WAIPAWA
ON TUESDAY, 21 JULY 2020 AT 9:00AM
PRESENT:

Mr Neil Bain (Chair)
Cr Tim Aitken
Cr Gerard Minehan
Cr Brent Muggeridge
Cr Jerry Greer

IN ATTENDANCE: Monique Davidson (Chief Executive)
Joshua Lloyd (Group Manager, Community Infrastructure and Development)
Brent Chamberlain (Chief Financial Officer)
Bridget Gibson (Governance Support Officer)
Streamed live to the public via Zoom and Facebook.
1

APOLOGIES

APOLOGY
COMMITTEE RESOLUTION
Moved:
Cr Tim Aitken
Seconded: Cr Brent Muggeridge
That the apologies for absence from Mayor Walker be accepted.
CARRIED

2

DECLARATIONS OF CONFLICTS OF INTEREST

Nil.
3

STANDING ORDERS

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Jerry Greer
THAT the following standing orders are suspended for the duration of the meeting:
• 20.2 Time limits on speakers
• 20.5 Members may speak only once
• 20.6 Limits on number of speakers
And that Option C under section 21 General procedures for speaking and moving motions be used
for the meeting.
Standing orders are recommended to be suspended to enable members to engage in discussion in
a free and frank manner.
CARRIED
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CONFIRMATION OF MINUTES

COMMITTEE RESOLUTION
Moved:
Cr Tim Aitken
Seconded: Cr Brent Muggeridge
That the minutes of the Risk and Audit Committee Meeting held on 14 May 2020 as circulated, be
confirmed as true and correct.
CARRIED

5

REPORT SECTION

5.1

RESOLUTION MONITORING REPORT

PURPOSE
The purpose of this report is to present to the Committee the Risk and Assurance Committee
Resolution Monitoring Report. This report seeks to ensure the Committee has visibility over work
that is progressing, following resolutions from Council.

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Brent Muggeridge
RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
CARRIED

5.2

RISK STATUS REPORT

PURPOSE
The purpose of this paper is to report to the Risk and Assurance Committee (the Committee) on
Councils risk landscape, risk management work in progress and to continue a discussion with the
Committee about risk.

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Tim Aitken
That, having considered all matters raised in the report, the report be noted.
CARRIED
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FORECAST OF THE IMPACT OF COVID ON THE 2020/21 FINANCIAL YEAR

PURPOSE
The purpose of this report is to provide Councillors with a forecast of the expected impact of Covid19 and Drought on the 2020/21 financial year.

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Brent Muggeridge
That, having considered all matters raised in the report, the report be noted.
CARRIED
Mr Chamberlain presented the report.
That updates on the financial impact of Covid-19 and the drought on the 2020/21 financial year be
a standing item on the Risk and Assurance Committee agenda.
Noted that at the beginning of lockdown the Council delegated authority to CE up to $200,000 to
manage the response to Covid-19/drought response. This money has been allocated. Due to
uncertainty of a second wave or further lockdowns, the possible financial impacts need to be
considered and planned for.

5.4

HEALTH AND SAFETY STATUS REPORT

PURPOSE
To provide the Committee with health, safety and wellbeing information and insight up to the end of
June 2020 and to update the Committee on key health and safety risks and initiatives.

COMMITTEE RESOLUTION
Moved:
Cr Brent Muggeridge
Seconded: Cr Tim Aitken
That, having considered all matters raised in the report, the report be noted.
CARRIED
Mr de Klerk presented the report. Report serves as an internal assurance metric.
The Committee continue to work with management to tailor the health and safety report to the
Council’s needs.
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HEALTH, SAFETY AND WELLBEING POLICY STATEMENT

PURPOSE
To update the Risk and Assurance Committee on the progress of a key policy document in relation
to health, safety and wellbeing leadership and commitment at a management level and seek
endorsement in conjunction with the governance charter presented for adoption.

COMMITTEE RESOLUTION
Moved:
Cr Tim Aitken
Seconded: Cr Jerry Greer
That, having considered all matters raised in the report, the report be noted and the committee
endorse the Health, Safety and Wellbeing Policy Statement.
CARRIED
Mr De Klerk presented the report.
The Chair state that Committee and Management constantly need to ensure they are focused on
critical risk, and that staff are educated on those risks in regards to their safety and the Health and
Safety Committee are engaged here.

5.6

HEALTH, SAFETY AND WELLBEING GOVERNANCE CHARTER

PURPOSE
To update the Risk and Assurance Committee on the progress of a key policy document in relation
to health and safety governance and seek adoption in conjunction with the policy statement
presented for endorsement.

COMMITTEE RESOLUTION
Moved:
Cr Brent Muggeridge
Seconded: Cr Tim Aitken
That having considered all matters raised in the report:
a)

The Committee adopt the Health, Safety and Wellbeing Governance Charter.

b)

That Councillor Aitken sign the Charter on behalf of the Council/Committee.
CARRIED

Mr De Klerk presented the report.

Meeting adjourned for morning break at 10:05am
Meeting resumed at 10.20am
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INSURANCE RENEWALS

PURPOSE
The purpose of this report is to provide Councillors with an update on Councils insurance renewal
process.

COMMITTEE RESOLUTION
Moved:
Cr Tim Aitken
Seconded: Cr Gerard Minehan
That, having considered all matters raised in the report, the report be noted.
CARRIED
Mr Chamberlain presented the report taking it as read.
Officers to provide a summary matrix of policies in place and costs of insurance renewals and
assess that the level of cover is adequate for risks going forward.
Premiums outside of liability insurance have been maintained on above ground assets despite
premium increases as a result of Covid-19.
Council is in the process of updating Asset Management Plans in line with insurance renewals
dates.

RESOLUTION TO EXCLUDE THE PUBLIC
1.

COMMITTEE RESOLUTION

2.
3.

Moved:
Cr Brent Muggeridge
Seconded: Cr Gerard Minehan

4.

That the public be excluded from the following parts of the proceedings of this meeting.

5.
The general subject matter of each matter to be considered while the public is excluded, the
reason for passing this resolution in relation to each matter, and the specific grounds under section
48 of the Local Government Official Information and Meetings Act 1987 for the passing of this
resolution are as follows:
General subject of each matter
to be considered

Reason for passing this
resolution in relation to each
matter

Ground(s) under section 48 for
the passing of this resolution

6.1 - Procurement Activity and
Structure, and Procurement
Policy Refresh

s7(2)(h) - the withholding of the
information is necessary to
enable Council to carry out,
without prejudice or
disadvantage, commercial
activities

s48(1)(a)(i) - the public conduct
of the relevant part of the
proceedings of the meeting would
be likely to result in the disclosure
of information for which good
reason for withholding would
exist under section 6 or section 7

6.
7.
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DATE OF NEXT MEETING

THE next meeting of the Central Hawke's Bay District Council be held on 3 September 2020.

7

TIME OF CLOSURE

The Meeting closed at 11.11am.
The minutes of this meeting were confirmed at the Risk and Audit Committee Meeting held
on 3 September 2020.
...................................................
CHAIRPERSON
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5

REPORT SECTION

5.1

INSURANCE UPDATE AND VISIT FROM AON NEW ZEALAND

File Number:
Author:

Brent Chamberlain, Chief Financial Officer

Authoriser:

Monique Davidson, Chief Executive

Attachments:

1.

AON Presentation ⇩

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
The purpose of this paper is to provide an update on Council’s Insurance Policies, and to receive
an update from Councils insurance broker.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
At the July Risk and Assurance Committee meeting, the Committee was informed that Central
Hawkes Bay District Council has joined with the other Hawkes Bay Councils and
Manawatu/Wanganui LASS and BOP/Waikato LASS to run a procurement process for a new
insurance broker and that AON New Zealand was the successful tenderer.
This has also meant that the 5 Hawkes Bay Councils will need to change their renewal dates for
Above Ground Material Damage and Liability insurances going forward to align with the other
LASS’s (1st November renewal dates – historically 1st July). Central Hawkes Bay District Council
has recently renewed its above ground material damage policies for a four-month period covering
July-October 2020.
DISCUSSION
Following the recent renewal below is a table of Councils current cover:
Insurance
Type

Cover

Travel

Value of Cover

Excess

Period of Cover

Various

$100 for Medical, Loss of
deposits & Baggage

01/07/20 – 01/11/20

$250
for
Equipment
Business
Interruption

Additional Expenses (Shared Limit) $ 20,000,000
Claims Preparation costs (Shared
Limit) – $ 100,000

Following damage under
the Material Damage policy
– Combined MD/BI excess

01/07/20 – 01/11/20

01/07/20 – 01/11/20

Crime

Any one claim and in the aggregate
$1,000,000

$25,000

Employers,
Statutory, and Hall
Hirers

Employers Liability - $1,000,000

Employers
$10,000

Statutory Liability - $4,000,000
Hall Hirers - $ 5,000,000

Electronic

Liability

-

01/07/20 – 01/11/20

Statutory Liability - $5,000
Hall Hirers - $ 500
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Value of Cover

Excess

Period of Cover

Material Damage Residential

$6,992,000

$10,000

01/07/20 – 01/11/20

Material Damage –
Non
Residential
Buildings

$73,728,979

$5,000

01/07/20 – 01/11/20

Material Damage –
Underground Assets

$167,474,315 Total declared value

$250,000 (100% Terms)

01/11/19 - 01/11/20

$10,000

01/07/20 – 01/11/20

$5,000

01/07/20
30/06/2021

–

$25k excess increasing to
$100k in respect of
sewerage/wastewater
treatment plant

01/07/20
30/06/2021

–

$300,000,000 Programme Limit of
liability (in 100% Terms)
$30,000,000 Loss limit for CHBDC
(In 100% Terms)

Motor Vehicle
Public Liability
Professional
Indemnity

Market Value
&

Environmental
Liability
(gradual
release of pollutants)

Per occurrence and
aggregate for Products

in

the

$300,000,000 AUD
$1,000,000

Attending the meeting will be Matthew Wilson, National Client Relationship Manager – Aon Local
Government Risk Practice; Deanna Macdonald, Operations Manager – Aon Local Government
Risk Practice; Richard Harrison, Account Manager – Aon Local Government Risk will be
presenting to the Committee covering the following topics (powerpoint attached):
•
•
•
•
•
•
•
•
•
•

Who is Aon
Global Market Conditions
Overview of Insurance Market and Trends
Local Market Conditions
Cost of Natural Disasters
Shared Procurement - Benefits of Learnings from 2019
Insurance Strategy
Current programme
Emerging Risks
Questions

Following the presentation, Council Officers will take advice from the Risk and Assurance
Committee on additional work or expectations related to the upcoming Insurance Renewals.
IMPLICATIONS ASSESSMENT
This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:
•

Council staff have delegated authority for any decisions made;

•

Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Māori), in proportion to the significance of the matter;

•

Any decisions made will help meet the current and future needs of communities for goodquality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses;

Item 5.1
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•

Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;

•

Any decisions made are consistent with the Council's plans and policies; and

•

No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
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ADOPTION OF RISK AND ASSURANCE WORK PROGRAMME

File Number:

COU1- 1408

Author:

Monique Davidson, Chief Executive

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

PURPOSE
The purpose of this report is for the Risk and Assurance Committee to consider the adoption of a
work programme for the next 12 months.
RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
That the Risk and Assurance Committee endorse the presented work programme.
SIGNIFICANCE AND ENGAGEMENT
While this report is provided for information, it also seeks a decision from the Committee that the
work programme be endorsed. This decision does not trigger significance therefore engagement
on the matter is not required.
BACKGROUND
In 2019 following the Triennial Election, Council established a Risk and Assurance Committee,
which included the appointment of an Independent Chair.
At the time that Council agreed on Council and Committee priorities, the Risk and Assurance
Committee had not been fully established, therefore a formal work programme was not
determined.
At the Risk and Assurance Committee meeting in late June 2020, the Chief Executive following
guidance from the Independent Chair, presented a Draft Risk and Assurance Work Programme for
feedback.
Following feedback from the committee, this report now presents a work programme for
endorsement.
DISCUSSION
The purpose of the Risk and Assurance Committee is to contribute to improving the governance,
performance and accountability of the Central Hawke’s Bay District Council by:
•

Ensuring that the Council has appropriate financial, health and safety, risk management and
internal control systems in place.

•

Seeking reasonable assurance as to the integrity and reliability of the Council’s financial and
non-financial reporting.

•

Providing a communications link between management, the Council and the external and
internal auditors and ensuring their independence and adequacy.

•

Promoting a culture of openness and continuous improvement.

Item 5.2
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The Council delegates to the Risk and Assurance Committee the following responsibilities:
•

To monitor the Council’s treasury activities to ensure that it remains within policy limits.
Where there are good reasons to exceed policy, that this be recommended to Council.

•

To review the Council’s insurance policies on an annual basis.

•

To review, in depth, the Council’s annual report and if satisfied, recommend the adoption of
the annual report to Council.

•

To work in conjunction with Management in order to be satisfied with the existence and
quality of cost-effective health and safety management systems and the proper application of
health and safety management policy and processes.

•

To work in conjunction with the Chief Executive in order to be satisfied with the existence and
quality of cost-effective risk management systems and the proper application of risk
management policy and processes, including that they align with commitments to the public
and Council strategies and plans.

•

To provide a communications link between management, the Council and the external and
internal auditors.

•

To engage with Council’s external auditors and approve the terms and arrangements for the
external audit programme.

•

To engage with Council’s internal auditors and approve the terms and arrangements for the
internal audit programme.

•

To monitor the organisation’s response to the external and internal audit reports and the
extent to which recommendations are implemented.

•

To engage with the external and internal auditors on any one off assignments.

•

To work in conjunction with management to ensure compliance with applicable laws,

•

regulations standards and best practice guidelines.
To provide a communications link between management, the Council and the external and
internal auditors.

•

To engage with Council’s external auditors and approve the terms and arrangements for the
external audit programme.

•

To engage with Council’s internal auditors and approve the terms and arrangements for the
internal audit programme.

•

To monitor the organisation’s response to the external and internal audit reports and the
extent to which recommendations are implemented.

•

To engage with the external and internal auditors on any one off assignments.

•

To work in conjunction with management to ensure compliance with applicable laws,
regulations standards and best practice guidelines.
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Subject to any expenditure having been approved in the Long Term Plan or Annual Plan the Risk
and Assurance Committee shall have delegated authority to approve:
•

Risk management and internal audit programmes.

•

Terms of the appointment and engagement of the audit with the external auditor.

•

Additional services provided by the external auditor.

•

The proposal and scope of the internal audit.

In addition, the Council delegates to the Risk and Assurance Committee the following powers and
duties:
•

The Risk and Assurance Committee can conduct and monitor special investigations in
accordance with Council policy, including engaging expert assistance, legal advisors or
external auditors, and, where appropriate, recommend action(s) to Council.

The Risk and Assurance Committee can recommend to Council:
•

Adoption or non-adoption of completed financial and non-financial performance statements.

•

Governance policies associated with Council’s financial, accounting, risk management,
compliance and ethics programmes, and internal control functions, including the: Liability
Management Policy, Treasury Policy, Sensitive Expenditure Policy, Fraud Policy, and Risk
Management Policy.

•

Accounting treatments, changes in generally accepted accounting practice (GAAP).

•

New accounting and reporting requirements.

The Risk and Assurance Committee may not delegate any of its responsibilities, duties or powers.
The Risk and Assurance Committee is still developing, as is the maturity of the organisation in the
way it manages risk and assurance matters. It is for these reasons that a 12-month work
programme is presented, with the intention in early 2021 to develop a 2-year work programme that
will take Council through until the end of 2022, which also aligns with the triennial election.
The work programme is presented as follows, and aims to ensure that the committee are meeting
its terms of reference and responsibilities:
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Committee Priorities Monitoring Report
Committee Resolution Monitoring Report
Internal and External Audit Monitoring Report
Health and Safety Monitoring Report
Treasury Management Monitoring Report
Risk Status Report

Q3 2020

Q4 2020

Q1 2021

Q2 2021

* Adoption of Q3
* Deep dive 2-year
2020 – Q2 2021 work
work programme.
programme.
Annual Report and Review Annual Report Debrief Annual
Monitor audit actions Engagement letter
External Audit
and recommend
Report and monitor
and statement of
adoption to Council
audit actions
intent for Annual
Report 2020/2021
*Audit only time
Insurance
Deep dive Insurance –
set work programme
for insurance.
Treasury
Review Treasury
Monitor Treasury Monitor Treasury
Monitor Treasury
Management
Management Policy
Management
Management
Management
Risk Management

Internal Audit

Monitor audit actions

Legal

Policy

Deep dive Policy –
overview of current
policies and review
programme – set work
programme for
committee.

Review Risk Appetite
Statement, Risk
Management Policy
and Governance
Risk Register.
Monitor audit actions Monitor audit actions

Review Annual
Internal Audit Work
Programme
Deep dive Legal –
Overview of open
Council files and
legal risk for
Council
Review Sensitive Review Fraud and
Expenditure Policy Whistle Blowing
Policy.

Review Procurement
Policy

Review any bundled
policies required for
Long Term Plan 20212031.
Health and Safety

Item 5.2

Deep Dive into
Critical Risks

Deep Dive Key
Contractor
Performance

Review Health,
Safety and Wellbeing
Governance Charter
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IMPLICATIONS ASSESSMENT
This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:
•

Council staff have delegated authority for any decisions made;

•

Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Māori), in proportion to the significance of the matter;

•

Any decisions made will help meet the current and future needs of communities for goodquality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses;

•

Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;

•

Any decisions made are consistent with the Council's plans and policies; and

•

No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

NEXT STEPS
Should the Committee endorse the work programme, a monitoring report will be developed and
reported to the committee at each meeting. The work programme will also form a basis for
expectations on what is developed for each agenda.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
That the Risk and Assurance Committee endorse the presented work programme.
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HEALTH AND SAFETY UPDATE REPORT #3

File Number:

COU1- 1408

Author:

Darren de Klerk, 3 Waters Programme Manager

Authoriser:

Monique Davidson, Chief Executive

Attachments:

1.

Health and Safety Update Report 3 ⇩

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
To provide the Committee with health, safety and wellbeing information and insight up to the end of
July 2020 and to update the Committee on key health and safety risks and initiatives.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
Elected members, as ‘Officers’ under the Health and Safety at Work Act 2015 (HSWA), are
expected to undertake due diligence on health and safety matters.
The Health and Safety at Work Act 2015 came into law on 4th April 2016. It requires those in
governance roles and senior management to have a greater understanding of their organisation’s
health and safety activities.
Under the Health and Safety at Work Act 2015, all elected members are deemed ‘officers’ and
must exercise a duty of due diligence in relation to health and safety. These quarterly reports
provide information to assist elected members to carry out that role and provides the health and
safety information it needs to be aware of to meet its responsibilities under the Act.
DISCUSSION
The attached Health and Safety Status Report is a shortened version of the report delivered in late
July 2020, this is due to the shortened timeframe between committee meetings, and the reporting
and insights scheduled to be provided at the end of each quarter.
Officers are currently focussed on developing the critical risks identified in relation to the activities
Council undertakes and these are a top priority in the immediate health and safety work
programme in conjunction with implementing new safety software to provide greater insight and
enable the maturity and progression of our health and safety culture.
IMPLICATIONS ASSESSMENT
This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:
•

Council staff have delegated authority for any decisions made;

•

Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Māori), in proportion to the significance of the matter;
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•

Any decisions made will help meet the current and future needs of communities for goodquality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses;

•

Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;

•

Any decisions made are consistent with the Council's plans and policies; and

•

No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

NEXT STEPS
To continue to develop the programme of improvements across the safety sphere and develop the
critical risk into an action plan.
The other major piece of work in the programme is the implementation and roll out of our new
safety system - RiskManager

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
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RISK STATUS UPDATE REPORT

File Number:

COU1- 1408

Author:

Josh Lloyd,
Development

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

Group
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PURPOSE
The purpose of this paper is to report to the Risk and Assurance Committee (the Committee) on
Councils risk landscape, risk management work in progress and to continue a discussion with the
Committee about risk.
RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
This is the third risk status report to come to the Committee and is part of regular and routine
reporting designed to provide governance with oversite and input into the way that identified risks
are being managed with Council.
Further to the obvious benefits of ‘reporting up’ risk, Officers consider that these reports should be
the basis of discussion that covers and adds value to all elements of the risk management
spectrum (Identify, Analyse, Evaluate, Treat, Monitor/Report). That is, Officers hope that these
report facilitate discussion that identifies new risk as well as simply focussing on existing listed and
managed risks.
Feedback from the previous Committee meeting has shaped the structure and content of this
report with a specific focus of this report and future reports shifting to a clearer summary and
assessment of risks that are considered ‘active’ at the time of reporting.
DISCUSSION
Sections below provide detail across and into Councils risk-scape.
Risk Context and Management Approach
Council’s approach to managing risk continues to mature at an accelerated pace. Especially
important are the linkages between Council’s approach to managing risk and Council’s approach to
managing health, safety and wellbeing. The two areas are inextricably linked so much so that it can
sometimes be difficult to see where one approach finishes and the other begins. Rather than invest
effort beyond what is necessary to separate and differentiate the two activities, Council has taken
an approach of ensuring that the two activities are complementary of one another and that while in
some cases there may be overlap, that in no cases are there gaps or holes in either approach.
Recent work by Officers ahs reinforced this with critical organisational risk workshops covering
enterprise and health and safety risk aspects and a new system being implemented to cover all
risk (this referred to later in report).
The diagram below illustrates how risk and health, safety and wellbeing integrate and overlap.
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Asset and Project
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The management approach for both risk and health, safety and wellbeing are guided by strategic
frameworks and policy and are influenced by National best-practice guidance material (specifically
ISO-31000 and ISO-45000 series of standards).
Active Risks
The following risks are considered to be ‘active’ or ‘live’ at the time of this report, as determined by
Officers.
Risk

Strategic Risk Update
Register
Linkage

Capital
programme
delivery (excl
additional
funding)

Failure
to
effectively
deliver services
and projects

The capital works programme, headlined by the big water
story, big waste water story and land transport works, is at
risk of non-delivery in terms of timeliness (opposed to
quality or cost) due to the volume of work and limited
capacity of staff and contractors. This is being actively
managed by enhanced project and programme mgmt., the
establishment of streamlined procurement processes and a
refocussing of Council resources. Recently Council have
established a dedicated PMO to support the delivery. This
risk is considered to be at an acceptable level now due to
the ongoing implementation of the above-mentioned
measures.

Additionally
funded
programmes
delivery

Failure
to
effectively
deliver services
and projects

New funding has enabled Council to lead and support new
programmes of work. This work is at risk of non-delivery in
terms of timeliness and quality (costs are primarily fixed to
pre-set budgets) due to challenges of Council and
contractors resourcing the work. Officers are working
through establishing processes and systems to manage the
new funding and new programmes of work. Allocations for
resource and project delivery support are being built into all
funding requests/applications. This risk is considered to be
at an acceptable level now due to the ongoing
implementation of the above-mentioned measures.

Wastewater
Compliance

Wastewater
treatment
system failure

Annual wastewater compliance reports have recently been
submitted to HBRC to monitor performance against
Resource Consent parameters. Officers note continued
challenges in meeting compliance targets for most plants
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due to design limitations. There is risk that HBRCs current
‘understanding’ of Councils non-compliance in some areas
will cease and that HBRC could take more severe action.
Officers continue to manage and maintain effective working
relationships at a technical level with HBRC staff. A
comprehensive minor improvement programme has also
been created to demonstrate continued improvement of the
plants. This programme has been repeatedly presented to
and accepted by HBRC staff. HBRC are also involved in the
longer term work to significantly improve our 6 plants. This
risk is considered to be at an acceptable level now due to
the ongoing implementation of the above-mentioned
measures.
ConditionFailure
of Asset managers have been making progress through the
related asset critical assets
asset management planning process which involves, among
failure
other things, a renewed assessment of asset condition or
compiling of available asset condition data. This process
has further illuminated known issues with asset condition
across 3-waters infrastructure. It is considered by officers
that the current asset management planning approach is
more rigorous than previous approaches and will yield a
more comprehensive assessment of asset condition and
risk and in turn a better work programme to address those
risks.
Staff retention

Not able to Highlighted regularly as a key risk for Council, Officers and
retain or secure the Executive Team highlight this risk now as of a greater
likelihood of occurrence due to external pressures placed on
key staff
the organisation further stretching capacity. The Executive
Team are regularly monitoring staff workload and staff
wellbeing and will keep this as a priority. Efforts to update
business plans, roadmaps and other internal planning
collateral are being prioritised to provide focus and clear
priorities to all staff to manage capacity.

COVID
Inadequate Civil
response
– Defence
civil defence response
and business
continuity

Council’s Civil Defence response has been tested through
the first and second waves of COVID restrictions and will
continue to be for the foreseeable future. Officers consider
that providing an appropriate and valuable Civil Defence
response is well within the organisations capability but
highlight a risk to other work and priorities. A trade-off is
needed to balance business as usual and Civil Defence
responsibilities and Officers will continue to manage this
balance and inform Council and Committees.

Health
and Health & Safety As Council matures rapidly in its management and
Safety
coordinated approach to health and safety, Officers are
- Workers
management
aware of the risk that change brings in terms of stability and
disruption. New staff, new systems, new processes and
approaches are all being implemented at the same time
which in turn is creating risk of gaps. Continued executivelevel oversight is considered to still be necessary to ensure
the coordination of work in this space and this is considered
to be sufficient in managing this risk for now.
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Systems Development
After evaluating several products, Impac Risk Manager has been chosen and will be implemented
as Councils digital platform for managing risk across the organisation. Chosen in a large part due
to its ability to manage detailed health and safety related risks, the platform is also able to capture
corporate/strategic level risks and provide both operational and governance reporting. The system
is currently being configured to meet Councils needs and will soon be populated with existing
known risks and controls.
Once populated and fully implemented the system will allow effective tracking of risks and controls,
provide timeline management on actions, prompt risk managers to complete listed tasks and will
provide both generic and customisable reporting.
Risk Framework Review
Necessitated in timing by the above-mentioned systems implementation, Officers are prioritising a
review of Councils adopted risk framework to ensure alignment with modern best practice,
alignment and fit with current organisational priorities and practices and alignment with the Risk
Manager system. Any proposed changes will be brought before this committee and are not
expected to be fundamental changes but rather terminology and design and in some cases adding
simplicity or removing complexity. An example of a proposed future change that Officers may wish
to make is the colour and grading scheme in Councils risk framework matrix. Shown below, the
current matrix is considered ambiguous in that the risk scale does not align well with the traffic light
colour scale. The green colour has both low and moderate risks in it, yellow/orange has moderate,
low and significant etc.

Risk Policy
At the time of updating the Risk Framework, Officers aim to create and bring for adoption a risk
Policy. Considered good practice in all leading risk management approaches, the Policy will be
brief (1-3 pages) and contain risk management principles that the organisation aligns itself too. The
Policy will be able to be read alongside the Health and Safety Policy and other key related policies
such as the Asset Management Policy.
Asset / Activity Management Plans
Asset and activity management plans are in the final stages of first population at present and will
soon be brought before Council as a lead in to the 2021 LTP. Importantly, these plans are being
populated with an activity-level risk stocktake showing current risks to each activity and
management/mitigation measures in place. These stocktakes will be compiled into a single
updated organisational risk register and captured within Councils new risk management system.
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IMPLICATIONS ASSESSMENT
This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:
•

Council staff have delegated authority for any decisions made;

•

Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Māori), in proportion to the significance of the matter;

•

Any decisions made will help meet the current and future needs of communities for goodquality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses;

•

Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;

•

Any decisions made are consistent with the Council's plans and policies; and

•

No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

NEXT STEPS
Officers will continue to manage risk in the organisation in accordance with signalled practice
within this report and as per Councils risk framework and greater risk management approach.
Officers continue to be pleased to receive feedback and guidance from this committee on areas of
interest for future reports.

RECOMMENDATION
That having considered all maters raised in the report, that the report be noted.
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1.

Governance Policies Overview - Monitoring Masterlist ⇩

PURPOSE
The purpose of this report is to update the Risk and Assurance Committee on governance policies
with a specific application of its implications for Risk and Assurance.
RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
On 3 June 2020, Council adopted its first Governance Policy Framework. The Local Government
Act 2002 specifies that one of Council’s key responsibilities is to develop and adopt policies.
Policies must be developed for the purpose of local governance and must be adopted by the whole
of Council. Central Hawke’s Bay District Council has a wide range of Governance Policies.
The LGNZ Elected Members’ Governance Handbook outlines that governance is primarily about
setting the future direction of organisations and communities and ensuring assets and resources
are suitable for achieving that direction. Good governance has in place a framework with core
elements that:
•

promote accountability,

•

encourage strategic thinking; and

•

facilitate meaningful policy development.

DISCUSSION
Central Hawke’s Bay District Council has a wide range of policies that provide guidelines for all
types of decision making. We have specific policies that guide how we manage and control dogs
to policies that guide Council in making significant financial investments on behalf of the whole
community. Policies exist to guide Councillors and staff in their decision-making processes.
Governance policies are the responsibility of Elected Members. These policies can only be
amended, deleted or adopted by resolution in Council or Council Committee. They exist to set the
parameters of operational decision-making and activities. Local Government New Zealand refers to
this as ‘the steering of the ship’ in its Elected Members’ Handbook.
Organisational policies are the responsibility of the Chief Executive and Executive Leadership
Team. They can only be amended, deleted or adopted by these parties. These policies are mainly
focussed on internal activities and guide operational decision-making. Local Government New
Zealand calls this ‘rowing of the ship’; that is, ensuring the ship is moving to reach the destination
set by Elected Members.
In smaller Councils like ours, it can sometimes be challenging to define the line between
governance and management precisely. The Auditor General notes that documents such as this
Governance Policy Framework ‘provide a vital framework for clarifying and delegating respective
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roles and responsibilities’, helping to introduce clearer definition between the responsibilities of
governance and management.
How does Risk and Assurance fit in?
In this Governance Policy Framework policies have been collated into the following four groups
with the Committee that is primarily responsible for them:
•

Governance Leadership and Strategy (Strategy and Wellbeing Committee)

•

Financial Decision Making and Transparency (Finance and Infrastructure Committee)

•

Service Delivery and Asset Management, and (Finance and Infrastructure Committee)

•

Community Engagement and Development. (Strategy and Wellbeing Committee)

The Risk and Assurance Committee, CE Employment and Performance Committee, and Council,
provide additional oversight over these policies. Ultimate approval and adoption sits with Council.
The Risk and Assurance Committee, as part of their remit, have a role in monitoring risk
associated with non-compliance of governance and operational policies. This also allows some
flexibility for those core committees to define for themselves the policies that they may want to
prioritise as a focus for their work programme.
A useful diagram of how the framework fits together is below.

Reviewing our policies
Reviewing our policies will be a significant piece of work. While we have managed to identify and
action many quick wins, i.e. deletion of policies or bundling of policies, there are some areas that
will require substantial work. In time, a work programme will need to be established that aligns
review of governance and organisational policies, as well as ensuring that any change is linked in
with any potential changes to bylaws.
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To date, our finance policies and community and leadership policies have been our focus for
review. This is because we are in the first year of the triennium, and are developing our 2021-2031
Long Term Plan. Many of the policies that have been reviewed have come up as part of those
processes.
Organisational policies have been updated, however, given current priorities and capability, we are
instead focussing on governance policies.
This is particularly the case with policies that fall under the service delivery and asset management
category. There are a number of policies in this area that:
•

are out of date

•

are not required or should form part of a larger policy

•

do not align with current strategic intent, risk framework, and asset management plans

•

do not line up with their associated bylaws

•

prioritised governance ones – will be putting in same process for organisational policies, but
still some work to be done here and the effort placed into governance for now, given
competing work priorities and current capability.

Process
A standardised register has been set up in our Sharepoint. This allows for automation of reminders
for policies to be reviewed, and also when they become overdue. Our centralised governance
email also receives these reminders to ensure that there is some centralised oversight.
We have developed a monitoring dashboard, that has a traffic light system to indicate whether a
policy is up-to-date, due to be reviewed within the next 12 months, is overdue to be reviewed by 12
months or less, or is overdue by more than 12 months.
Attached to this report is a copy of the monitoring dashboard, which provides an overview of the
monitoring provisions in place related to policy.
IMPLICATIONS ASSESSMENT
This report confirms that the matter concerned has no particular implications and has been dealt
with in accordance with the Local Government Act 2002. Specifically:
•

Council staff have delegated authority for any decisions made;

•

Council staff have identified and assessed all reasonably practicable options for addressing
the matter and considered the views and preferences of any interested or affected persons
(including Māori), in proportion to the significance of the matter;

•

Any decisions made will help meet the current and future needs of communities for goodquality local infrastructure, local public services, and performance of regulatory functions in a
way that is most cost-effective for households and businesses;

•

Unless stated above, any decisions made can be addressed through current funding under
the Long-Term Plan and Annual Plan;

•

Any decisions made are consistent with the Council's plans and policies; and

•

No decisions have been made that would alter significantly the intended level of service
provision for any significant activity undertaken by or on behalf of the Council, or would
transfer the ownership or control of a strategic asset to or from the Council.

NEXT STEPS
It is intended to provide an annual update to the Risk and Assurance Committee on the checks and
balances in place to ensure the correct monitoring and review of governance policies.
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RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
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Treasury Management Policy ⇩

PURPOSE
The matter for consideration by the Council is the three-yearly review of the Treasury Management
Policy.
RECOMMENDATION FOR CONSIDERATION
That having considered all matters raised in the report:
a)

That the report entitled “Treasury Management Policy” be received

b)

That the proposed changes to the policy be endorsed and be recommended to
Council for future adoption.

EXECUTIVE SUMMARY
Officers are recommending the 2016 Treasury Management Policy (drafted by PriceWaterhouse
Coopers) be reviewed and updated.
The main change recommended is a change in the external debt levels allowable, and that these
be aligned with the Local Government Funding Agencies prudential debt benchmarks used by
other New Zealand Councils.
BACKGROUND
Council last reviewed its Treasury Management Policy in May 2016, and it is due to be reviewed as
part of the Long Term Plan preparation.
The original Policy was drafted by PriceWaterhouse Coopers.
Since 2016 the world economy has significantly changed, and we know find ourselves in a period
of sustained low to negative interest rates, looming recessions, impacts of Covid-19, and high
levels of central government stimulus in the job creation/infrastructure areas.
Central Hawkes Bay District Council also is in a different place to that of 2016, with significantly
more external debt and large capital programs on the horizon.
DISCUSSION
The existing Treasury Management Policy is largely still fit for purpose; however it is an extremely
rigid, conservative policy.
The policy also has a couple of contradictory ratios and concepts such as the liquidity ratio being
130% on page 9 and 110% on page 18, and the concept of holding special funds in liquid
investments on page 14, and yet on page 11 being available to fund internal debt.
Attached is a copy of the current Treasury Management Policy (all be it reformatted in our current
template) with marked up proposed changes and comments why the changes are being proposed.
The main changes are:
Page 8 – The debt limit ratios are currently very conservative and include a cap of $2,000 per head
of population. It is proposed to align these debt ratios to those used by the LGFA (Local
Government Funding Agency) for lending to a non-credit rated Council (i.e. how much the LGFA is
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willing to lend to Central Hawkes Bay District Council before they consider Council’s debt levels
are becoming unaffordable), and remove the cap per head of population. Assuming this change is
adopted, Council would be able to borrow up to $61.8m based on its draft 2019/20 annual report.
Council currently has external debt of $20m, so this would give Council $41.8m of headroom to
complete its proposed infrastructure program in the 2021-2031 Long Term Plan.
Page 15 – The levels of fixed versus floating debt allowed is proposed to change slightly (from 5095% to 50-100%), and the further break down of these limits into maturity bands is removed. This
will allow Council more flexibility when borrowing to choose fixed rates, without exposing Council to
increased interest rate variability. This will allow Council to lock in more of the current low interest
rates, thus protecting Council from possible future interest rate rises.
Page 17 – The bands of when debt matures is proposed to be expanded slightly in the 0-3 year
band. This will allow Council to have 70% of its debt maturing within 3 years, which does expose
Council to a small increase in risk that it cannot repay/refinance its loans as they fall due. For this
risk to eventuate, the LGFA would have to be unable to access funds to on lend which is highly
unlikely as they have almost the same credit rating as the New Zealand Central Government. The
benefit of increasing this short-term debt limit is that Council can take more advantage of shorter
dated debt which is typically cheaper than long dated debt.
Page 18 – Officers have proposed the levels of Counter Party Risk has been increased from A+ to
AA- which will preclude Council from transacting with Building Societies and smaller tier two banks,
but on the flip side it is proposed that the limits per bank is lifted from $8m to $10m.
RISK ASSESSMENT AND MITIGATION
The proposed changes in levels of debt limits will significantly increase Councils ability to borrow
further funds (and obviously come with a repayment/servicing risk), while the other proposed
changes are minor in nature.
However the proposed debt levels are aligned with the LGFA prudential benchmarks, and what
other New Zealand Councils are doing.
FOUR WELLBEINGS
The policy changes will have an impact on Councils finances, and what levels of service it can
deliver.
A policy that is too restrictive will see Council not being able to maintain existing levels of services
as major infrastructure (such as wastewater treatment plants) are due for renewal and/or consents
expire.
However on the other hand, a policy that is too loose could see Council living beyond its means
and getting into financial hardship and not being able to service its debt.
DELEGATIONS OR AUTHORITY
This policy will need to go to Council for adoption, this sub-committee is being asked to consider it
from a risk point of view and recommend its adoption to Council.
SIGNIFICANCE AND ENGAGEMENT
In accordance with the Council's Significance and Engagement Policy, this matter has been
assessed as of minor significance.
The proposed policy change will allow Officers to enter into increased levels of external debt,
however they can only enter into these arrangements if they fall within Long Term Plan budgets
which are publicly consulted and agreed on.
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OPTIONS ANALYSIS
Risk and Assurance Committee has the ability to:
1. Endorse the recommended changes to Council for adoption;
2. Suggest further changes; or
3. Reject the proposed changes.
Recommended Option
This report recommends option number one, endorse the recommended changes, for addressing
the matter.

NEXT STEPS
Officers will take on board any recommendations from the sub-committee and incorporate these
into the proposed policy that will go to full Council for adoption.
RECOMMENDATION
That having considered all matters raised in the report:
a) That the report entitled “Treasury Management Policy” be received
b) That the proposed changes to the policy be endorsed, and be recommended to
Council for future adoption.
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DATE OF NEXT MEETING
RECOMMENDATION
THAT the next meeting of the Central Hawke's Bay District Council be held on 16
September 2020.

7

TIME OF CLOSURE

Together we Thrive! E ora ngātahi ana!
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