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KARAKIA

2

APOLOGIES

3

DECLARATIONS OF CONFLICTS OF INTEREST

4

STANDING ORDERS

11 November 2021

RECOMMENDATION
THAT the following standing orders are suspended for the duration of the meeting:
 21.2 Time limits on speakers
 21.5 Members may speak only once
 21.6 Limits on number of speakers
And that Option C under section 22 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.

5

CONFIRMATION OF MINUTES
Risk and Assurance Committee Meeting - 16 September 2021

RECOMMENDATION
That the minutes of the Risk and Assurance Committee Meeting held on 16 September
2021 as circulated, be confirmed as true and correct.

Together we Thrive! E ora ngātahi ana!
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MINUTES OF CENTRAL HAWKES BAY DISTRICT COUNCIL
RISK AND ASSURANCE COMMITTEE MEETING
HELD AT THE COUNCIL CHAMBER, 28-32 RUATANIWHA STREET, WAIPAWA
ON THURSDAY, 16 SEPTEMBER 2021 AT 9.00AM
PRESENT:

Chairperson 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)
Doug Tate (Group Manager, Customer and Community Partnerships)
Brent Chamberlain (Chief Financial Officer)
Nicola Bousfield (Group Manager, People and Business Enablement)
Darren De Klerk (Director Projects & Programmes)
Bridget Gibson (Governance and Support Lead)
Bevan Johnstone (Health & Safety Advisor)
EXTERNAL PRESENTERS
Matt Bilbeck - AON Insurance
Richard Harrison - AON Insurance
The Risk and Assurance Committee Meeting opened at 9:06am. Technical issues meant no live
stream was available and the meeting was recorded for later public access. The live streaming
issue was rectified at 9:30am and the meeting streamed live to the public via Zoom and Facebook.
1

APOLOGIES

The apologies from Mayor Walker for absence from the meeting were accepted by the Chair and
noted by the Committee.
2

DECLARATIONS OF CONFLICTS OF INTEREST

Nil.
3

STANDING ORDERS

COMMITTEE RESOLUTION
Moved:
Cr Brent Muggeridge
Seconded: Cr Gerard Minehan
THAT the following standing orders are suspended for the duration of the meeting:
 21.2 Time limits on speakers
 21.5 Members may speak only once
 21.6 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.

Item 6.1
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CARRIED

4

CONFIRMATION OF MINUTES

COMMITTEE RESOLUTION
Moved:
Cr Jerry Greer
Seconded: Cr Gerard Minehan
That the minutes of the Risk and Assurance Committee Meeting held on 27 May 2021 as
circulated, be confirmed as true and correct.
CARRIED

5

REPORT SECTION

6.1

INSURANCE RISK PROFILE REPORT

PURPOSE
The purpose of this report is to provide the Risk and Assurance Committee with feedback on
AON’s insurable risk profile meeting held on the 30 March 2021.
COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Brent Muggeridge
That, having considered all matters raised in the report, the report be noted.
CARRIED
Matt Bilbeck and Richard Harrison of AON Insurance joined the meeting and presented the report.
The Chair requested that a summary on recommendations of new cover and premiums and how
they differ from current be reported to the Committee.

Item 6.1
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RESOLUTION MONITORING REPORT

PURPOSE
The purpose of this report is to present to the Risk and Assurance Committee the Resolution
Monitoring Report. This report seeks to ensure the Committee has visibility over work that is
progressing, following resolutions made by the Committee.
At this time there are no outstanding resolutions monitored on which to report, therefore no report
was tabled. The status of the report was noted by the Chair and Committee.

6.3

RISK AND ASSURANCE WORK PROGRAMME MONITORING REPORT

PURPOSE
The purpose of this report is for the Risk and Assurance Committee to receive a progress update
on the Risk & Assurance Committee Work Programme.

COMMITTEE RESOLUTION
Moved:
Cr Tim Aitken
Seconded: Cr Jerry Greer
That, having considered all matters raised in the report, the report be noted.
CARRIED
CEO Davidson presented the report, taken as read.
An update was given by Officer Bousfield on the Contractor Management Framework. The Chair
requested that the status of the Contract Management Framework be reported on regularly as part
of the Risk and Assurance Work Programme.
The Chair requested that a report be prepared for a future meeting outlining the Council’s
obligations under the Health and Safety at Work Act in relation to contractor management.

Item 6.1
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TREASURY MANAGEMENT MONITORING REPORT

PURPOSE
The purpose of this report is to provide an update on Treasury Management and Policy
Compliance.

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Tim Aitken
That, having considered all matters raised in the report, the report be noted.
CARRIED
Presented by Officer Chamberlain, the report was taken as read.

6.5

AUDIT FINDINGS MONITORING REPORT

PURPOSE
The purpose of this report is to track and update the committee on audit recommendations from
recent audits.

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Tim Aitken
That, having considered all matters raised in the report, the report be noted.
CARRIED
Officer Chamberlain presented the report, and the report was taken as read.
Conflicts of interest register is to be updated. It was outlined that at each procurement a conflicts of
interest disclosure form is filled out by contractors and the register updated.

Item 6.1
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RISK STATUS REPORT

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

COMMITTEE RESOLUTION
Moved:
Cr Brent Muggeridge
Seconded: Cr Jerry Greer
That, having considered all matters raised in the report, the report be noted.
CARRIED
Presented by Officer Bousfield, the report taken as read.
Potential extended Covid-19 Lockdown at Alert Level 4 risk and risk mitigation was discussed.
There was further discussion and update was provided on supply chain matters for works in
progress and future works, in mitigating risk to supply chains if Alert Level 4 Lockdown were to be
engaged.

6.7

HEALTH & SAFETY REPORT

PURPOSE
To provide the Risk & Assurance Committee with health, safety and wellbeing information and
insight and to update the Committee on key health and safety critical risks and initiatives.

COMMITTEE RESOLUTION
Moved:
Cr Gerard Minehan
Seconded: Cr Brent Muggeridge
That, having considered all matters raised in the report, the report be noted.
CARRIED
Officer Bousfield presented the report, taking the report as read.
Update given on vaccination education and recording within the organisation. Vaccination is
voluntary, not mandatory. A Vaccination Policy has been put in place. The purpose of the Policy is
to outline process, management, and collection of vaccination information as a matter of private
record. Noted that the vaccination policy is related to all vaccination recording, and that vaccination
records are kept to mitigate risk in employee safety while carrying out their duties.
An incident was highlighted for amendment in categorisation of incident, and the action referred to
Officer Johnstone.
Noted that “overspeed” reporting has been removed from this report, and it is being reported on at
an operational level.
It was noted that the Health and Safety Dashboard presented to the Committee was a report for
operational management purposes and it was suggested that a revised dashboard be developed
Item 6.1
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for the Committee which was more directly focused on summary governance-related Health and
Safety information.

6.8

HEALTH, SAFETY AND WELLBEING GOVERNANCE CHARTER - REVIEW AND
AMENDMENTS

PURPOSE
The matter for consideration by the Risk & Assurance Committee is the adoption of minor changes
to the Health Safety & Wellbeing Governance Charter following a scheduled review.

COMMITTEE RESOLUTION
Moved:
Cr Tim Aitken
Seconded: Cr Brent Muggeridge
That having considered all matters raised in the report:
That the Risk and Assurance Committee adopt the recommended changes to the Health
Safety & Wellbeing Governance Charter.
CARRIED
Presented by Officer Bousfield. The report taken as read.
The Chair directed that the Safety & Wellbeing Governance Charter be reviewed and reported
back to the Committee on a 2 yearly, rather than 3 yearly basis.
RESOLUTION TO EXCLUDE THE PUBLIC
RECOMMENDATION
That the public be excluded from the following parts of the proceedings of this meeting.
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

7.1 - Ernst Young Management
Report - Audit Findings

s7(2)(a) - the withholding of the
information is necessary to
protect the privacy of natural
persons, including that of
deceased natural persons

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

s7(2)(f)(i) - free and frank
expression of opinions by or
between or to members or
officers or employees of any local
authority
7.2 - Central Hawkes Bay
District Councils Investment
Strategy

Item 6.1

s7(2)(b)(ii) - the withholding of the
information is necessary to
protect information where the
making available of the

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
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of information for which good
reason for withholding would
exist under section 6 or section 7

s7(2)(f)(i) - free and frank
expression of opinions by or
between or to members or
officers or employees of any local
authority

The meeting entered closed meeting forum at 10:30am.
The meeting adjourned for refreshment break at 10:32am.
The meeting readjourned at 10:50am in the forum of Closed Council.
12.11pm moved to open Council in the public forum, the meeting livestreamed via Zoom and
Facebook.
6.9

DRAFT ANNUAL REPORT FOR THE YEAR ENDED 30 JUNE 2021

PURPOSE
The matter for consideration by the Council is to receive the Draft Annual Report for the Year
Ended 30 June 2021.

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

That the Risk and Assurance Committee receive the report titled “Draft Annual
Report for the Year Ended 30 June 2021”.

b)

That after receiving the Draft Annual Report, and hearing assurances from Ernst
Young, that the Committee endorse the Draft Annual Report, and recommend it to
Council for adoption once the audit has been completed.
CARRIED

7

TIME OF CLOSURE

The Meeting closed at 12:24pm.
The minutes of this meeting were confirmed at the Risk and Assurance Committee Meeting held
on 11th November 2021.
...................................................
CHAIRPERSON
Item 6.1
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REPORT SECTION

6.1

RESOLUTION MONITORING REPORT

File Number:

COU1-1408

Author:

Monique Davidson, Chief Executive

Authoriser:

Monique Davidson, Chief Executive

Attachments:

1.

11 November 2021

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 made by the Committee.
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.
DISCUSSION
The Committee Resolution Monitoring Report is attached.
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.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.

Item 6.1
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RISK AND ASSURANCE COMMITTEE PRIORITY REPORT

File Number:

COU1- 1408

Author:

Monique Davidson, Chief Executive

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
The purpose of this report is for the Risk and Assurance Committee to receive a progress update
on the Risk & Assurance Committee Work Programme.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
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. Subsequently, The Risk and Assurance Committee Work Programme was adopted by
the Committee at meeting held 3 September 2020.
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.

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.

Item 6.2
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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.

Item 6.2
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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 was adopted, 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 Risk and Assurance Committee will receive the following standing reports:

Item 6.2



Committee Priorities Monitoring Report



Committee Resolution Monitoring Report



Internal and External Audit Monitoring Report



Risk Status Monitoring Report



Health and Safety Monitoring Report



Treasury Management Monitoring Report
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The monitoring report which provides an update on the key priorities of the Committee is below:
Key Priority

Review Internal
Audit Work
Programme

Responsible
Officer

Progress Update

Brent
Chamberlain

Council has sufficient funding for generally two internal
audits during each financial year.
Council has recently undertaken a Cyber Security audit and
a Fraud Health Check audit.
Crowe has recently provided some templates to allow
Council to build its Business Continuity Plans, which are an
area of focus ahead of any further internal audits.

Review
Governance
Policy
Framework and
determine role for
Risk and
Assurance
Committee

Review Risk
Management
Policy

Review Risk
Appetite
Statement and
Governance Risk
Register.
Review Fraud

Whistle Blowing
Policy
Review Health,
Safety and
Item 6.2

Brent
Chamberlain

The Risk and Assurance Committee participated in a
workshop on the 27 May 2021 on this item. The Committee
clarified its role, in recognising that policy sits with Council
however agreed that Risk and Assurance Committee will
play a role in developing the following policy:

Procurement Policy


Fraud and Corruption Prevention Policy (Operational)



Sensitive Expenditure Policy



Treasury Management Policy



Protected Disclosures Policy (Operational)

Nicola Bousfield

In the November 2020 report, revisions to the Risk
Framework were completed and Officers advised they
considered a separate Policy was not needed. The
Framework has been amended to provide clear principles
and intent for risk management and it is not considered that
a separate Policy would add any value.

Nicola Bousfield
& Brent
Chamberlain

Risk Appetite workshop to be held with Elected Members
following the November Risk & Assurance meeting, the
Risk Appetite Statement will then be updated in the Risk
Management Framework as part of the Risk Management
work.

Brent
Chamberlain

The newly developed policy has been adopted, and
socialised with staff.

Nicola Bousfield

The People and Capability team has = updated this policy
in line with best practice and is taking this revised policy to
staff for consultation before the end of the year.

Nicola Bousfield

This review was completed and minor changes is presented
to the Committee in the September Risk & Assurance

Page 16
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Progress Update
meeting to adopt.

Officers, the CEO, the Chair and Deputy Chair of Risk and
Assurance, and the Chair of Finance and Infrastructure,
and the Mayor attended an AON Insurance to workshop on
the 30th March 2021. AON are presenting the follow up
report at this meeting.

Brent
Chamberlain

As part of the Risk and Assurance’s role in ensuring assurance on things that matter the most,
regular deep dives on key issues are agreed to:

Topic

Responsible Progress Update
Officer

Critical Risks

Nicola
Bousfield

Contractor Performance

Brent
Chamberlain

Legal Challenges / Files

Monique
Davidson

Critical Risks “in focus” are reported to the Risk &
assurance Committee regularly through the
Health & Safety Report, providing Governors line
of site into Council’s critical risks and the controls
taken to manage these.
As reported in the May 2021 Health and Safety
Report to this Committee, the H&S contractor
management guidance has been completed, but
the project has been re-scoped to take a wider ‘all
of Council’ approach for contract management
and embed the H&S aspects into the existing
Contract Management Framework. This work
requires a full review of the existing framework by
the Chief Financial Officer, progress will be
reported to the Committee.
The Risk and Assurance Committee will be
updated on this in a workshop following the next
meeting in November. This information does not
exist in the public domain given the need for
Council to protect legal privilege.

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;

Item 6.2
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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
A further update will be provided at the next committee meeting in 2022.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.

Item 6.2
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TREASURY MANAGEMENT MONITORING REPORT

File Number:

COU1-1408

Author:

Brent Chamberlain, Chief Financial Officer

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
The purpose of this report is to provide an update on Treasury Management and Policy
Compliance.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
Council is required under the Local Government Act 2002 to have 3 policies:
 Treasury Management Policy
 Liability Management Policy, and
 Investment Policy
The rationale for the policies is to ensure prudent use of public funds, manage investment returns,
borrowing costs, and to minimise the risk of loss of public funds.
In practice Central Hawkes Bay District Council has combined them into a single policy covering all
3 topics.
This current policy was adopted on the 13th May 2021 leading up to the Long Term Plan, but
Bancorp Treasury has been recently engaged to provide specialist treasury advise and they are
presenting a proposed Treasury Policy update later this meeting.
DISCUSSION
Investments
At the 30th September 2021, Council was holding $8.5m in funds on call (up $5.9m from 30 June
2021). Much of this is due to instalment of one of rates, the next $1.6m of trance 1 water reform
monies being received, and a $3m term deposit maturing on this day.
In addition Council was holding $7.0m in term deposits ($13m as at 30 June 2021) spread across 2
maturities, $320k in capital notes ($320k as at 30 June 2021), and $955k ($955k as at 30 June
2021) in bank bonds.
These investments are listed below:

Item 6.3
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Term Deposit Rates have been at an all time low with returns for periods of 3-6 months length
returning less than 1% pa. However with the recent lift in the OCR (Official Cash Rate) from 0.25%
pa to 0.50% pa these are starting to trend back upwards (as are lending rates).
Council currently has a maximum exposure with a single bank of $7m which is under Councils
policy limit of $10m.
Borrowing
At the 30th September 2021 Council had $22m of external debt drawn ($20m 30 June 2021).
Council borrowed an additional $2m on the 19th July 2021 in order to settle supplier invoices on the
20th. This was borrowed short term (364 days) at a rate of 1.25% bringing Councils average
weighted average cost of debt down to 2.19% pa.
The table below shows the details of Council’s current debt portfolio:

On the following page are a list of Council’s debt ratios as per the existing policy and the proposed
policy:

Item 6.3
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As at 30th September 2021, Council is holding sufficient funds to meet its financial obligations
(liquidity ratio), it is within its debt ceiling (debt per head of population and debt to operating
revenue ratios), and it is within its financial costs ratios.

Council’s policy states that “no more than the greater of $10m, or 35% of Council’s total debt can
mature in any 12 month rolling period”. As at 30th September 2021 the only 12 month period that
exceeds 35% of all debt maturing in a 12 month period is 2024 where $10m matures, which is still
inside the proposed policy.

Item 6.3
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Expected Funding / Refinancing Requirements
Over the next six months, Council has will have a further rates instalment due in August, the
remaining 3 Waters reform monies due (further $3.9m) due, and $7m of term deposits maturing.
On the flip side the first LGFA debt maturity doesn’t occur until July 2022.
Treasury/Investment Advisor
At the end of July Council signed up to an initial 12 month contract with Bancorp Treasury for
treasury advice. They will be attending this meeting to introduce themselves and present the
proposed changes to the Treasury Management Policy.
OCR Rate forecasts
On the 6th October 2021 the Reserve Bank of NZ raised its OCR (Official Cash Rate) from 0.25%
pa to 0.50% pa. This is the first change in OCR for 18 months when it was lowered to a record low
in reaction to Covid and a possible recession.
The Reserve Bank uses the OCR to stimulate or cool the economy with the objective of keeping
New Zealand’s inflation between 1-3%. Any changes in the OCR have an impact on the banks
costs of funds and typically flow through to term deposit rates and mortgage rates. Council borrows
through the LGFA which is funded through the wholesale markets so is less impacted by OCR
changes, but is impacted by general directions of interest rates.
Interest rate swaps (a financial instrument used for fixing debt positions) is normally a good
indicator of what the market is predicting the future direction of interest rates will be – see the table
below:

The table above shows the current wholesale interest rate swaps (Council pays the LGFA
somewhere close to these rates plus a 0.35% pa margin).
Assuming most Council debt is fixed for a 5 year period, today Council could roughly borrow this at
2.2% pa (being 1.85% above + 0.35% margin).
However if the markets have priced it correctly, the same loan in 5 years time would cost 2.93%
(being 2.58% above + 0.35% margin).
This means the banks are only currently factoring in a further 0.75% interest rate rise over the next
5 years.

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;
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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;



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 provide quarterly updates on Treasury Management.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
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REVIEW OF TREASURY MANAGEMENT POLICY

File Number:

COU1-1408

Author:

Brent Chamberlain, Chief Financial Officer

Authoriser:

Monique Davidson, Chief Executive

Attachments:

1.

Treasury Policy Review ⇩

PURPOSE
The matter for consideration by the Risk and Assurance is to consider the attached draft Treasury
Policy (incorporating Investment and Liability policies) for recommendation to Council for adoption.
RECOMMENDATION FOR CONSIDERATION
That having considered all matters raised in the report:
a)

That Risk and Assurance recommend to Council the revised Treasury Policy
(incorporating Investment and Liability policies) be recommended to Council for
adoption.

EXECUTIVE SUMMARY
Council’s Treasury Management Policy was originally written by PriceWaterhouse Coopers in
2016. In the lead up to the Long Term Plan the policy was reviewed by officers, and the
amendments were adopted by Council on the 24 September 2020.
Council has now employed Bancorp Treasury as its Treasury Advisors, and the first task assigned
to them is to undertake a review of Council’s existing Treasury Policies.
This task has now been completed with the resultant draft treasury policy attached. The main
changes include an alteration to fixed/floating debt control limits, and the introduction of an
investment matrix.
BACKGROUND
Council’s Treasury Management Policy was originally written by PriceWaterhouse Coopers in
2016. In the lead up to the Long Term Plan the policy was reviewed by officers, and the
amendments were adopted by Council on the 24 September 2020.
Council has now employed Bancorp Treasury as its Treasury Advisors, and the first task assigned
to them is to undertake a review of Council’s existing Treasury Policies.
In particular, Bancorp Treasury were asked to consider:
 Council’s desired to review its Investment Strategy with the view of maximising non-rate
payer income streams
 Council’s debt strategy in light of expected rising interest rates, and the debt profile outlined
in Council’s Long Term Plan
 The possible impact that Central Governments 3 Waters Reform proposal would have on
Council’s debt if the proposal was to proceed
DISCUSSION
Due to the expected Debt profile contained in the Long Term Plan, Council has requested Officers
engage professional treasury advice in order to minimise treasury risk.
Officers have also been asked to maximise non-rating revenue sources (including investment
returns), in order to keep rate increases to a minimum.
Bancorp Treasury were engaged by Council to provide specialist treasury advice late July 2021.
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Bancorp Treasury referred Officers to Eriksen Global for some specific investment advice. Eriksen
Global provided Risk and Assurance a Strategic Investment Review paper on 16 September 2021
for consideration.
This paper prompted a debate about risk vs reward (see graph below).

The clear direction around the table was Council is investing public money and should be careful
about chasing high rewards is they come with high risks.
That investing in equities was too far along the continuum, but greater use of corporate bonds
should be considered.
Given much of Council’s investments are already invested in internal debt, to move this investment
to bonds Officers would need to replace the internal debt with external debt to recycle these funds.
The benefit to the return would only be the margin between the internal debt rate of return and the
bond rate of return, but Council would be inheriting 100% of the bond default risk. Therefore
Councillors felt the additional return did not justify the additional risk at this time.
Based on this discussion, and other discussion held between Bancorp Treasury and Officers,
Bancorp have provided a marked up copy of Council’s existing Treasury Policy for consideration.
Most of the changes proposed are tidying up of wordings, the main substantive changes are:
1. Being more prescriptive about the use of fixed rate debt vs floating rate debt, with a
maximum fixed rate duration added of 8 years. Currently a minimum of 50% of all debt
must be fixed. Bancorp Treasury is proposing this be replaced with the following table:

This change allows for greater flexibility than a single bucket approach, and will mean
Council is better able to respond to future interest rate movements through the use of
swaps (a financial instrument that allows the debt and interest rate fix mechanism to be
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decoupled – ie the fixing agreement is separate from the loan agreement and could be
between different financial institutions).
2. Council’s existing policy lists the types of investments Council can undertake, and in a
separate table lists the 3rd party counter risk limits (the maximum amount Council can invest
with any single institution.
It proposed that this is replaced with the following table which lists the investment category
type, the limit of each category it is allowed to hold, the minimum credit worthiness of each
investment.

3. Council’s existing policy doesn’t benchmark the effectiveness of Councils decision making
(in relation to the average financing costs including hedging costs) against a predetermined
marker.
It proposed to introduce the following benchmark so that Council can see the effectiveness
of its policy settings and decision making:
Given the Fixed/Floating Interest Rate Risk Control Limits of this policy, the market
benchmark (composite) indicator rate will be calculated as follows:








30%
10%
10%
10%
10%
15%
15%

Average 90 day bill rate for reporting month.
2 year swap rate at end of reporting month.
2 year swap rate, 2 year ago.
4 year swap rate at end of reporting month.
4 year swap rate, 4 years ago.
8 year swap rate at end of reporting month.
8 year swap rate, 8 years ago.

The actual reporting benchmark is the 12 month rolling average of the monthly calculated
benchmarks using the above parameters. This is compared to actual cost of funds,
excluding all credit margins and fees.
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Representatives from Bancorp Treasury will be in attendance for the meeting to introduce
themselves and their company, and to talk Councilors through these proposed changes.

RISK ASSESSMENT AND MITIGATION
Risk mitigation is one of the main drivers for having a Treasury Management Policy. Two of the
three material changes have a direct impact on Council’s risk profile – interest rate risk, and
investment failure risk. Both proposed changes are consistent with policies used by Bancorp
Treasury’s other Council clients.
FOUR WELLBEINGS
The decision in this report doesn’t immediately change any budgets, but potentially changes the
settings used to make debt and investment decisions in the future which will have a flow on impact
to future budgets and economic wellbeing.
DELEGATIONS OR AUTHORITY
This policy will become a Council policy, and therefore requires adoption by either Council or a
Committee with this delegation. The Risk and Assurance Committee does not hold delegations to
approve Policy of Council, unlike the Strategy and Wellbeing, and Finance and Infrastructure
Committees.
SIGNIFICANCE AND ENGAGEMENT
In accordance with the Council's Significance and Engagement Policy, this matter has been
assessed as significant given any changes potentially change the Council’s financial strategy
contained in the Long Term Plan.
However the proposed draft changes to the policy do not materially change any of the settings
contained in the Financial Strategy, or have any budgetary impacts.
OPTIONS ANALYSIS
Risk and Assurance has two options available to it:
1. That after receiving the proposed Treasury Management Policy, it can recommend to
Council to adopt the Treasury Management Policy.
2. That after receiving the proposed Treasury Management Policy, it can choose not to
recommend the Treasury Management Policy and request further work on it be undertaken
on the policy.
Recommended Option
This report recommends option number one, that Risk and Assurance recommends to Council that
they adopt the draft Treasury Policy for addressing the matter.

NEXT STEPS
Officers will take the recommendation from Risk and Assurance and continue to work with Bancorp
Treasury and Council on this matter.

RECOMMENDATION
a) That Risk and Assurance recommend to Council the revised Treasury Policy
(incorporating Investment and Liability policies) be recommended to Council for
adoption.
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RISK STATUS REPORT

File Number:

COU1-1408

Author:

Nicola Bousfield, Group Manager - People & Business Enablement

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
The purpose of this paper is to report to the Risk and Assurance Committee (the Committee) on
Council’s risk landscape, risk management work in progress and to continue a discussion with the
Committee about risk.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
The Risk Status Report is part of regular and routine reporting designed to provide governance
with oversight and input into the way that identified risks are being managed within 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 intend that these
reports facilitate discussion that identifies new risk, as well as 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 Council’s risk-scape.
Risk Management Review and Improvement Programme
Officers previously reported to the Committee that Council was preparing to undertake a Risk
Management improvement programme, including a review of the Risk Management Framework,
training for staff on risk management and workshops with Activity Managers on the operational
risks.
This work is now underway, the review of the Risk Management Framework nearing completion
and workshop scheduled with Elected Members to review the Risk Appetite Statement for council
decision making.
Training for risk management is scheduled for activity managers through November and will be
closely followed with the workshops with operational risks before the end of the year.
The purpose of this work to provide staff and particularly the activity managers an increased
understanding of risk management and applying that knowledge within each of the operational
activities.
Active Risks
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The following risks are considered to be ‘active’ or ‘live’ at the time of this report, as determined by
Officers. These risks span across the operational portfolios of the organisation. Some may be
linked to or part of a larger Corporate Strategic Risk. This list will change from report to report as
risks become live, escalate in terms of priority or are mitigated and no longer require reporting at
this level.
Risk

Strategic Risk
Register
Linkage

Update

Impact on
business
operations
from COVID
lockdown
restrictions

Failure to
effectively
deliver
services and
projects

COVID restrictions have impacted aspects of the business
through level 4 and 3 as services have been ceased or
hampered by changes or delays. There is risk to ongoing
programmes of work from the lockdown restrictions that have
already occurred or may continue to occur. Capital and
maintenance programmes where not critical have been
delayed, for example and these delays are considered
manageable without significant impact on assets or the
community for now. Ongoing lockdowns and restricted work
will place further pressure on these programmes and mean
community outcomes or asset / infrastructure integrity will be
challenged.

Maintaining
customer
consenting
services

Failure to
effectively
deliver
services and
projects

Consent volumes remain very high and limited ability to gain
external resource support has pushed out processing
timeframes for both building and resource consents. The
volume of building consents processed year to date already
exceeds the total processed for last year with 2 months to go.
External resources are being used more effectively now to
support the continued delivery of consenting services including
via the formal procurement and engagement of a long-term
resource consenting support partner.

Construction of
infrastructure
to service the
wave of growth

Failure to
effectively
deliver
services and
projects

Relating to the active risk above, Officers have identified that
following the wave of consents flowing through processing
channels, subsequent programmes of physical and
professional work will be required to plan for and build
infrastructure to meet the needs of growth.
Council have recently employed a full time dedicated
development engineer to complete necessary infrastructure
engineering requirements for growth and Council are
embarking on numerous capital projects as part of the adopted
LTP.

Asset condition Failure of
related failures Critical
Assets

Councils 3 waters assets remain largely in a compromised
condition and failures are still common. Significant funding has
been tagged in the new LTP to address this risk but until such
time as work is undertaken across a number of years to
replace tired assets, the risk will remain actively managed.

Ability to
secure
resources to
complete work
(External)

Tightening competitive contracts market make it difficult to
quickly and easily secure external contracting resources for a
range of works, especially civil works and specialist works in
the waters sector. This has the potential and experienced
impact of delaying projects or increasing budget timelines
and/or costs as principles begin bidding for contractors.

Failure to
effectively
deliver
services and
projects

Council are embarking on numerous large programmes of
work as part of the LTP with a heavy reliance on external
contracting resources to deliver. Council relies on its
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relationship with the market, being a preferred buyer, providing
clear forward work programmes, optimally bundling and
packaging works for delivery to the market and securing
contracts with long term partners to manage this risk where it
can.
Ability to
secure
resources to
complete work
(Internal)

Failure to
effectively
deliver
services and
projects

Council are embarking on numerous large programmes of
work as part of the LTP 2021, to effectively manage these
project(s), council need to ensure they have adequate
resourcing to lead and coordinate the technical, community
engagement and due diligence of each project as the client –
recruitment for additional resources are planned to continue to
support the delivery of this heightened work programme.
Councils Executive Leadership Team are actively coordinating
and supporting a range of recruitments across the
organisation.

Supply Chain
Delays

Failure to
effectively
deliver
services and
projects

Tightened supply chain is resulting in delays in material and
product arriving in the country – this is affecting pipe supply
and may result in delays in project(s) commencing and/ or cost
increases as supply ability aims to keep up with demand.

Infrastructure
ability to
service
development

Failure to
effectively
deliver
services and
projects

The influx of development while putting pressure on the
consenting team, also puts pressure on the tangible
infrastructure to adequately service the development and not
have a negative impact on existing levels of service.
Council continues to develop modelling of infrastructure
networks to best understand impact of development and how
to service these, and use the tools available to grow networks
to support development.
A number of very large subdivisions have recently progressed
through consenting processes with a significant amount of
input provided by engineering teams. This has given
confidence in the ability of the network (with planned
upgrades) to meet the needs of those developments.

Interest Rate
Increases

Failure to
adequately
budget to
fund debt
servicing
requirements

The Central Bank has recently lifted in Official Cash Rate by
0.25% pa and banks are modelling a further 0.5% pa lift over
the next months. This will impact Councils financing costs.
Council’s existing debt is all at fixed rates so will not be
impacted until rollover on maturity, however new debt will be
impacted from day one.
In the Long Term Plan Officers allowed for the average cost of
funds to increase to 2.5% pa. Council’s current cost of funds is
2.19% pa.

Fraud

Failure to
protect
Council
Assets

Council has a number of internal controls, separation of duties,
and policies to protect Council’s assets.
These are tested through both internal audits and external
audits the findings of which are brought to this committee.
A policy on fraud was developed and adopted in May 2021,
and staff training provided on the new policy.

Community
Irritability /
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COVID Fatigue services and programmes. Council are conscious of this and actively seek
to ensure community engagement is coordinated and wellprojects
timed in all cases.
Responding to
3 Waters
Reform

Failure
to
effectively
deliver
services and
projects

Recent decisions made and direction given regarding the
National 3 Waters Reform Programme create risk for Council
in how it responds. There is political risk as decisions made
will need to be understood by a range of stakeholders and
operational risk as Council must manage its networks and
teams through any transition phase.

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 focus on Risk Management continues to be the establishment and embedding of a
common single system for managing and reporting all risks.
Officers welcome feedback and guidance of the Committee and its members on the future of this
report and other matters with respect to Risk Management in the organisation.

RECOMMENDATION
That having considered all maters raised in the report, that the report be noted.
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HEALTH & SAFETY REPORT

File Number:

COU1-1408

Author:

Nicola Bousfield, Group Manager - People & Business Enablement

Authoriser:

Monique Davidson, Chief Executive

Attachments:

1.

Health & Safety Governance Dashboard ⇩

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
To provide the Risk & Assurance Committee with health, safety and wellbeing information and
insight and to update the Committee on key health and safety critical 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 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 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
This is the update for Quarter three of 2021 – September 2021 through to November 2021. The
Health Safety & Wellbeing (HS&W) team continue to work on the improvements previously
identified while beginning other planned work.
This report introduces a new Governance dashboard for H&S reporting, lifting the report up from
operational detail to governance oversight. Officers are seeking feedback from the Risk &
Assurance Committee on the new dashboard and expect it to be further refined and developed in
coming reports.
HEALTH AND SAFETY ACTIVITIES
Covid 19 Response and Covid-19 Vaccinations
Council is continuing to follow public health advice and taking a risk-based approach in its Covid 19
response. Officers are working through the Government’s newly announced traffic light system and
the introduction of the vaccination passport and how this will apply to the workplace.
Officers have established a high workforce vaccination rate when it recently measured the Covid
19 vaccination rate for staff and contractors. This information will help inform Council’s approach
as it applies Government and public health advice.
Health & Safety Training
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The Health & Safety Training programme for staff previously reported is now underway,
progressing the priority actions recommended within the Gap Analysis Report. This included
Health and Safety Leadership training which was completed in October for activity managers and
the Health & Safety Committee, then Risk Management training scheduled in November (as
detailed in the Risk Status Report forming part of the risk management improvement work) and
followed by Contractor Management training relating to the wider contract management work
presented to Council in workshop.
As previously reported to the Committee, the recommendations related to training in the Gap
Analysis Report were:
1. Develop an OH&S leadership training and coaching program, to develop middle and senior
management, enhance knowledge, reset attitudes towards health and safety risk
management and legislation, as well as provide practical leadership tools and techniques to
foster higher levels of engagement.
2. Develop an operational risk management guideline to establish practical tools and
templates to support operational risk assessment.
3. Bring the whole of the organisation up to the same basic level of knowledge of
understanding related to core risk management principles and terminology.
Wellbeing Update
Council has recently adopted a split team approach in its Covid Response plan. Through this
remote working environment, Officers have recognised that the team culture is equally impacted by
“how” we work, not just “where” we work and wellbeing of staff. Focusing on fostering the team
culture in the “how” we work remotely, virtual coffee dates were introduced through this period for
staff to come together and keep the team culture alive. This period has also highlighted they ways
on which managers support their staff and the flexibility required to meet individual team needs.
The People & Capability Advisor (Council’s wellbeing lead) meets regularly with managers to
discuss staff wellbeing needs and how we are supporting and investing in our staff. Council also
introduced a wellbeing day for staff which has been well received and utilised, this initiative is for a
period of 6 weeks only to enable staff to take a day for themselves. Wellbeing champions have
been introduced to support the People & Capability Advisor to provide wellbeing initiatives for staff.
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.
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NEXT STEPS
To continue to improve the safety culture at Council, while implementing the initiatives laid out in
the Health and Safety Action Plan for 2021, and to work through the actions laid out in the Gap
Analysis Report.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
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AUDIT FINDINGS MONITORING REPORT

File Number:

COU1-1408

Author:

Brent Chamberlain, Chief Financial Officer

Authoriser:

Monique Davidson, Chief Executive

Attachments:

Nil

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.
PURPOSE
The purpose of this report is to track and update the committee on audit recommendations from
recent audits.
SIGNIFICANCE AND ENGAGEMENT
This report is provided for information purposes only and has been assessed as not significant.
BACKGROUND
Over the course of each year Council undertakes a number of audits that look at the activities of
Council’s Corporate Services functions.
This include internal audits which test Councils Policies and Procedures to ensure they are fit for
purpose and that they are being adhered to, but also includes external audits of financial reporting
to the public (whether this is an Annual Report, or a Long Term Plan). These external audit focus
on the quality of data being supplied, and the controls that Council has in place to ensure accuracy
of data, controls to ensure protection of public funds, and transparency of information supplied.
DISCUSSION
Below are the findings/recommendations of the last three audits undertaken on the Corporate
Services Activities:
Internal Audit: Procurement and Purchasing (undertaken November 2019)
Observation

Recommendation

Actions Taken

Managing Conflicts of Interest

The Council should
effectively communicate the
requirements of its
Procurement and Contract
Management Policy across
relevant staff involved in
procurement. This could be
achieved through a
Council-wide training
session or workshop for
staff.

Officers have worked with
the PMO (Project
Management Office) to
ensure that conflict of
interest forms are
correctly filled out and
kept for all of Councils
significant procurements.

The Council adopted the Procurement and
Contract Management Policy in October 2018.
The Policy sets the Council’s requirements and
expectations in relation to how procurement
should be done at the Council. The responsibility
for the Policy has been assigned to Group
Manager Corporate Support and Services.
The Policy requires ‘all staff involved in the
preparation and execution of a public
procurement process to complete a Conflict of
Interest (CoI) declaration which is to be approved
by the delegated financial authority for the
procurement’.
We received a list of current major contracts from
the Council’s Contract Register and selected a
sample to check how the decision to procure was
made, how the supplier was selected, what
procurement methods were used in the selection
Item 6.7
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(tender, direct engagement, pre-approved
supplier list), whether all documentation (such as
conflicts of interest forms) were completed and
documented.
For our sample of 5 procurements we noted the
following:
• For 2 procurements the CoI declarations were
not prepared at all.
• For 2 procurements the CoI declarations were
prepared by the members of the evaluation team
but were approved by the 3 Waters Programme
Manager instead of the appropriate delegated
financial authority (the Council for one and the
GM for the other).
• For 1 procurement (for which the procurement
plan was approved on 29/8/19) the CoI hasn’t
been done at the time of our review (November
2019), although the Procurement Plan that went
for approval to the Council said that the CoI
declarations had been approved.
Risk
If the Council doesn’t effectively manage the
conflicts of interest across its procurement
activities, it can make inappropriate purchases or
enter into inappropriate contracts which could be
challenged by other suppliers or ratepayers. Poor
management of conflicts of interest also
increases risk of corruption.
Managing procurement outside the
Infrastructure Team
As part of our testing, a listing of annualised
Council spend by supplier was provided. From
this a random sample of suppliers with annualised
spends of over $50k were selected for testing.
The testing consisted of how the decision to
procure was made, how the supplier was
selected, what procurement methods were used
in the selection (tender, direct engagement, preapproved supplier list), whether all documentation
(such as conflicts of interest forms) were
completed and documented.

Like the point above, the
Council should effectively
communicate the
requirements of its
Procurement and Contract
Management Policy across
relevant staff involved in
procurement outside the
Infrastructure team. This
could be achieved through
a Council-wide training
session or workshop for
staff.

As above

For our sample of 6 vendors with purchases
between $25k and $200k we were unable to find:
- Procurement Plans
- Vendor selection documentation
- Conflicts of interest declarations for personnel
involved in the procurement activities.
According to the Council’s Policy we would
expect that these procurements would either use
quotes from preferred or panel suppliers. If
existing contracted, preferred or panel suppliers
are not appropriate then a Procurement Plan that
recommends another approach must be prepared
(e.g. an open tender or direct award to a high
Item 6.7
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performing supplier).
Risk
If the Council doesn’t comply with its Policy, the
Council may procure goods or services at a
higher price or may spend public money
inappropriately. The Council’s decisions can be
challenged by ratepayers or suppliers. This may
lead to legal or reputational damage.
Lack of oversight of procurement activities
A large number of instances of non-compliance
with the Council’s Policy (findings 1-3 above),
requires the Council to monitor the extent to
which the business units comply with the
requirements of the Policy. This becomes even
more important given the decentralised
procurement operating model at the Council, i.e.
when each business unit performs its own
procurements without a centralised support.
Currently no monitoring is performed by the
Council to ensure all purchases and procurement
activities comply with the Policy and there is
varying degrees of understanding of
procurements activities happening across the
Council.
In addition, there is limited procurement reporting
to the Executive Team and the Council. We
understand that reporting is on an exception
basis. As a result, this reduces Managements
oversight on procurement activities.
Procurement reporting would provide an overview
of large value, high risk or complex procurements.
It would also provide valuable insights into the
activities of other departments.

The Council should
implement a formal process
to review the Council’s
compliance with the
requirements of the Policy.
This could be done by
regularly reviewing a
sample of purchases to
check whether all Policy
requirements have been
met. The results of this
‘audit’ should be
communicated to the ELT.
The responsibility for this
work should either sit with
the Group Manager
Corporate Support and
Services (as the Policy
Owner) or could be
delegated to the 3 Waters
Programme Manager (as a
‘Centre of Procurement
Excellence’ within the
Council).

Council’s finance team
has recently had a small
restructure which has
introduced procurement
as an element into the job
description of a staff
member other than the
Chief Financial Officer.
This staff member has
undertaken some
procurement training in
June 2021, and has been
involved in the rebranding
of the progressive
procurement toolkit.
Now the year end audit is
complete this staff
member will begin to
undertake quarterly
checks of adherence to
policy post audit.

Risk
The lack of an effective process to monitor
compliance with the Council’s Policy increases
the risk that the Council’s purchases may not
meet the policy requirements and the Council’s
expectations.

External Audit: Year End (Undertaken August/September 2021)
Observation

Recommendation

Actions Taken

Approval of Expenditure

We recommend that
Council update their policy
to include a requirement for
a “one up” approval of the
individual incurring the
expenses, this would be a
council member in the case
of the Mayor’s expenses.

This item is a carry
forward from previous
years.

We recommend a formal
review be completed for
land held by the council to

This item is a carry
forward from previous
years.

Under the current sensitive expenditure policy, an
approver or expenditure cannot benefit personally
from the expenditure being claimed. However,
through our testing we identified instances where
expenditure was approved by a member of staff
that benefited from the expense being incurred as
well as the approver being more junior that than
the individual incurring the expense.
Land Title Discrepancies
We obtained and reviewed the land titles for land
owned by the Council on a sample basis to verify
Item 6.7

Sensitive Expenditure
was again retested in
2021 with five breachs
identified so it remains an
audit point.
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the information used by QV in their 2017
valuation of the Council’s land and to validate the
land is freehold. We identified several
discrepancies between the Council records and
the information used by QV. For one title the land
information on the title was less than the area
valued in by QV. In addition, a number of titles
were not able to be obtained.

ensure all land titles are
available and the title area
reflects the Council’s
records and that used by
QV.

We noted a number of policies are past their date
for revision.
There is a risk that outdated policies may not
reflect the most up to date intentions of Council. It
is important policies are updated in a timely
manner, particularly when there is public visibility
to policies via the council’s website.
Authorisation of Payroll
We noted in the last payroll completed under the
old process had a timesheet wasn’t properly
authorised.
We noted there was no documented review of the
payroll file being produced by HDC by CHBDC
before payment was made.

5 Titles were identified as
belonging to CHBDC but
had discrepancies with
the LINZ records. 3 have
now been resolved, and 2
remain:
1092050900
232 Pourerere Beach
1095013300
Hatuma Road

There is a risk the Council records do not contain
the most up to date information in relation to land
titles. In addition, there is a risk QV may be
performing their valuation on incomplete /
inaccurate information.

Policies due for update

11 November 2021

Both these are recorded
by LINZ as public
reserves with Department
of Conservation
Ownership
We recommend the Council
update the policies, and in
the future establish a
process to ensure they are
updated in a timely manner.

This item is a carry
forward from previous
years.

We recommend the Council
more formally document
their review of the HDC pay
file before payment is made
and that all timesheets are
correctly authorised.

This item was picked up
in the interim audit (pre
year end), and the
process improvements
were immediately mad to
correct both these items.

While EY acknowledge
that many policies were
update leading in the
LTP, a few policies still
need reviewing.

Internal Audit: Fraud Health Check (Undertaken April 2021)
Observation

Recommendation

Actions Taken

Fraud-related policies and procedures

A significant amount of
occupational fraud and
corruption is opportunistic
in nature and informing
employees that the
company has detailed fraud
and corruption control
strategies can act as an
effective deterrent to
fraudulent activity.

A Fraud and Corruption
Prevention Policy has
been written and
adopted.

The Council does not have a Fraud Policy in
place.
We also noted the following regarding other fraud
related policies:
• The Staff Conduct Policy is out of date and was
due for renewal in 2018.
• The Protected Disclosures Policy is out of date
and due for renewal in 2018.
The absence of up-to-date and relevant fraudrelated policies prevents the Council from clearly
communicating its attitude to fraudulent
behaviour, raising awareness of fraud risk
amongst its staff and communicating relevant
fraud prevention, detection and monitoring
controls.

Item 6.7

We recommend that a
specific Fraud Policy
should be documented
including the following key
elements:
• A categorical statement
that the council has zero
tolerance to fraud.
• A statement that all staff
are responsible to disclose

Staff Conduct Policy and
Protected Disclosures
Policy scheduled to be
reviewed in 2021 by
People and Capability
Advisor
Responsible person
CFO and People and
Capability Advisor
Date of implementation
Fraud Policy –
31/05/2021
Other Policy Reviews –
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any suspicious activities
they become aware of
should be included.
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October 2021

• Examples of the types of
behaviour the council
considers to be fraudulent
should be given.
• A description of specific
prevention and detection
procedures that are
employed to manage fraud
risk, such as, fraud
awareness training, specific
transactional reviews,
management reporting etc
• An overview of fraud
investigation processes and
responsibilities.
• The consequences for
perpetrating fraud.
The following is also
recommended:
• The Council should
consider assigning the
responsibility of maintaining
the Fraud Policy to a
person in a position with
sufficient authority, relevant
subject matter expertise,
independence and
objectivity (for example the
CFO).
• The Council should
periodically review its
internal policies to ensure
they remain relevant and
include the latest fraud
risks.
• The Audit Committee
should proactively oversee
fraud risk by:
- Providing direction and
input into anti-fraud
activities and
implementation of a fraud
programme
- Reviewing the results of
the fraud risk assessment
(see above)
- Reviewing and approving
relevant fraud-related
policies
- Overseeing and
monitoring fraud related
Item 6.7
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assurance activity.
Fraud risk assessment
• The Council does not have formal fraud risk
assessment procedures in place. Reliance is
placed on controls implemented at transaction
level to identify its exposure to fraud risk.
Whilst this assignment has considered fraud risks
as a stand-alone assignment, the review and
consideration of fraud risks should be considered
alongside other strategic and operational risks on
an ongoing basis.
With a lack of formal fraud risk assessment and
placing reliance on controls in only one area
(payments), limits the Council’s ability to
understand the areas of its activities that are
exposed to fraud, bribery and corruption and
develop fit-for-purpose fraud identification and
response procedure.
• Risk assessment criteria are not periodically
reassessed which can lead to a lack of
awareness of the latest fraud that can occur.
• Risk registers are only maintained for each
project, at an operational level.

• The Council should
perform a formal fraud risk
assessment (FRA). Fraud
risk should be treated as a
business risk like other
risks and be incorporated
into the Council’s ongoing
risk assessment and risk
management processes.
The FRA should identify
and evaluate the Council’s
exposure to key fraud risks
– bribery and corruption,
financial statement fraud,
etc. – across all the
Council’s activities.
The FRA should also
assess the effectiveness of
the Council’s key fraudrelated controls and
assurance activities
providing a better
understanding of the level
of risk and comfort and any
possible gaps that need to
be addressed.
• Discussions of fraud or
errors should be
incorporated in
management meetings and
documented in the minutes.
• The Council should
periodically reassess risk
assessment criteria to
consider changes in
Council processes, and the
latest fraudulent activities.

Council has undertaken
this Fraud Health Check
as a Fraud Risk
Assessment with its
internal auditor – Crowe.
This will result a paper
being taken to Risk and
Assurance Subcommittee.
Council is also audited
annually by Ernst Young
as part of the external
audit program who check
internal controls as part
of their audit reliance
program.
Post Audit, every year
Council has a debrief with
Ernst and Young where
audit findings and
concerns are discussed.
Council has a risk register
that covers financial
strategy failure, but
officers will extend this to
cover the risk of fraud.
Responsible person
CFO
Date of implementation
October 2021

• The risk register should
include council-wide fraud
risks.
Fraud awareness and training
We note the following:
• There is no ongoing fraud-related
communication and training provided to
employees.
• There is no fraud awareness communication to
third parties (i.e. vendors, contractors, etc.)
Raising awareness of fraud risks, scenarios and
‘red flags’ is an effective way to prevent and
Item 6.7

With the implementation of
the Fraud Policy and the
Fraud Risk Assessment,
we recommend that
periodic training and
awareness sessions should
be provided to all staff.
Contents should include:
• A clear definition of the
types of behaviour that

Council has undertaken
training and socialization
on the new ‘Fraud and
Corruption Prevention
Policy’ with staff.
The refreshed Staff
Conduct Policy and
Protected Disclosures
Policy will be socialized
with staff in September
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detect fraudulent activity. The absence of regular
communication of fraud matters and relevant
training creates an environment where staff can
better understand their obligations and support
effective prevention and detection of fraud,
bribery and corruption.
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constitute fraudulent or
corrupt practice.

2021 by People and
Capability Advisor.

• An unequivocal statement
that fraudulent and corrupt
practices within the council
will not be tolerated.

Responsible person
CFO and People and
Capability Advisor

• The types of fraud that are
common (as identified in
the fraud risk assessment).
• The fraud detection
measures that are in place.

Date of implementation
Fraud Policy –
31/05/2021
Other Policy Reviews –
October 2021

• Red flag behaviours and
due diligence activities that
staff should undertake
when reviewing invoices,
contracts etc.
• How staff should report
any unusual or suspicious
documents or red flag
behaviours.
Fraud prevention – internal controls
We identified a number of internal control
weaknesses during our review including the
following:
• We noted that there are insufficient controls in
place for adding and uploading direct debits to the
bank account. Currently this process is performed
by one individual and no secondary review is
completed prior to the bank upload.
Where bank numbers are entered by one person
and not reviewed, the risk of error exists.
Reliance is currently placed on complaints being
made to identify errors.
• A review of permissions in the Magiq accounting
system noted users outside the Finance team and
Finance team members that should not be able
to, can process journal entries. There is also no
review of journal entries undertaken.
We noted additionally that a recent IT security
review identified a number of user access issues
that are currently being investigated and resolved.
• Some basic data analytics testing was
undertaken in 2018 as part of a Sensitive
Expenditure audit to identify any unusual
transactions, trends or relationships between
employees and suppliers. No periodic routine
analytics is undertaken on a scheduled basis.

The following is
recommended:
• The Council should
consider implementing dual
controls for adding and
uploading direct debits into
the bank account for the
receipt of rate payments. A
secondary review on all
bank account addition or
changes should be
undertaken either on a real
time basis or through
reviewing change logs or
reports from the accounting
system on a regular
scheduled basis.
• Magiq access rights and
authorisations should be
should be reviewed on a
periodic basis to ensure
individual authorisations
remain up to date and
appropriate.

Direct Debits – Issue is a
result of only having a
single rates officer and
not being able to achieve
separation of duties.
The financial delegation
register has been
reviewed in August 2021,
and these have been
updated in Magiq as part
of the move to Magiq
Cloud in August 2021.
Data Analytics – This was
last undertaken by Crowe
in October 2018.
Responsible person
CFO
Date of implementation
July 2021

• Consideration should be
given to undertaking further
periodic data analytics
audits to help identify ‘red
flags’, suspicious
Item 6.7
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transactions, trends or
relationships between
employees and suppliers.
Protected disclosures
The Association of Certified Fraud Examiners’
Global Fraud Survey 2020 noted 43% of frauds
were initially detected through a tip off (3 times
higher than the next-most common detection
method). Having clear protected disclosure
policies and procedures is therefore a key control
in the detection of fraud.
Surveys undertaken by us and preferred methods
indicated in the Association of Certified Fraud
Examiners’ Global Fraud Survey 2020 note
preferences for whistleblowing equally split
between telephone hotlines, email reports, webbased/online forms as well as face-to-face
disclosures.

Consideration should be
given as to whether further
methods of reporting and
persons to whom reports
can be made can be
established to ensure the
methods available do not
discourage staff from
reporting concerns (these
could include a hotline,
internal email address or
contact details of the
internal or external
auditors).

Protected Disclosures
Policy scheduled to be
reviewed in 2021 by
People and Capability
Advisor.
Responsible person
People and Capability
Advisor
Date of implementation
October 2021

Surveys undertaken by us also suggest a range
of persons to whom staff prefer to make reports
(most commonly to their direct supervisor but also
to their HR representative to senior management
or external parties).
We note that the council has a Protected
Disclosures Policy which covers the key areas we
would expect it to. We note however that, as per
the details above, that there is currently further
mechanisms for reporting disclosures could be
offered to ensure staff do not feel uncomfortable
or discouraged in reporting.

External Audit: Waka Kotahi Investment Audit Report (Undertaken March 2021)
Observation

Recommendation

Actions Taken

Provides evidence to Waka
Kotahi of completed NPVs
for 2020/21 programs.

NPV’s are now being
calculated and reported
on project by project.

NPV’s For 2020/21 Programs
Council didn’t have documentary evidence of
NPV’s (Net Present Value) calculations for its
work program.

NPVs on all renewal and
improvement projects
start immediately and will
be on-going.
Rural road delineation strategy
Council doesn’t have a rural road delineation
strategy.

Item 6.7

Develops and implements a
rural road delineation
strategy, based on ONRC
classifications and including
a strong focus on curve
warning.

A rural road delineation
strategy is under
development with the 2
highest class roads
(Arterials and Primary
Collectors) already
complete. A work
programme is being
compiled to address
delineation deficiencies.
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Technical specifications for new development
work
Council doesn’t develop technical specifications
for new developments.

Develops technical
specifications for new
development work to
reduce the variety and
ensure the quality of asset
types to be maintained by
Council. These should then
be prescribed through the
District Plan.

11 November 2021

Incorporated into the
proposed district plan

Resolve Data Gaps
Council has data gaps and data issues as
identified in the REG Data Quality report.

Assigns resources to
investigate and resolve
data gaps and the data
issues identified in the REG
Data Quality report to
provide long term
assurance of data quality.

The data gaps have been
assigned to Stantec and
a lot of them have
already been rectified.
Others were found to be
errors as a result of the
system REG uses.

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 work towards resolution for the audit recommendations listed above that
have yet to be resolved. Officers will continue to report any items above until resolution is
achieved.

RECOMMENDATION
That, having considered all matters raised in the report, the report be noted.

Item 6.7
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PUBLIC EXCLUDED
RESOLUTION TO EXCLUDE THE PUBLIC

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

7.1 - Public Excluded
Resolution Monitoring Report

s7(2)(b)(ii) - the withholding of the
information is necessary to
protect information where the
making available of the
information would be likely
unreasonably to prejudice the
commercial position of the person
who supplied or who is the
subject of the information

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

s7(2)(f)(i) - free and frank
expression of opinions by or
between or to members or
officers or employees of any local
authority
s7(2)(h) - the withholding of the
information is necessary to
enable Council to carry out,
without prejudice or
disadvantage, commercial
activities

8

DATE OF NEXT MEETING
RECOMMENDATION
THAT the next meeting of the Central Hawke's Bay District Council Risk and Assurance
Committee be held in 2022 .

9

TIME OF CLOSURE

Together we Thrive! E ora ngātahi ana!
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