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Fields of Activity

The Risk and Assurance Committee is responsible for assisting Council in its general overview of financial
management, risk management and internal control systems that provide;

e Effective management of potential risks, opportunities and adverse effects.
e Reasonable assurance as to the integrity and reliability of the financial reporting of Council.
e  Monitoring of Council’s requirements under the Treasury Policy.

e Monitoring of Councils Strategic Risk Framework.

Membership

e  Membership (6 including 4 Councillors).
e Independent Chair appointed by Council.
e  Deputy Chair appointed by Council.

e 2 external independent members appointed by Council.

Quorum — 3 members
Delegated Powers

Authority to consider and make recommendations on all matters detailed in the Fields of Activity and
such other matters referred to it by Council.
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HASTINGS DISTRICT COUNCIL

RISK AND ASSURANCE COMMITTEE MEETING

MONDAY, 3 FEBRUARY 2020

VENUE: Landmarks Room
Ground Floor
Civic Administration Building
Lyndon Road East
Hastings

TIME: 1.00pm

AGENDA

Apologies
At the close of the agenda no apologies had been received.

At the close of the agenda no requests for leave of absence had been
received.

Conflict of Interest

Members need to be vigilant to stand aside from decision-making
when a conflict arises between their role as a Member of the Council
and any private or other external interest they might have. This note
is provided as a reminder to Members to scan the agenda and assess
their own private interests and identify where they may have a
pecuniary or other conflict of interest, or where there may be
perceptions of conflict of interest.

If a Member feels they do have a conflict of interest, they should
publicly declare that at the start of the relevant item of business and
withdraw from participating in the meeting. If a Member thinks they
may have a conflict of interest, they can seek advice from the General
Counsel or the Democratic Support Manager (preferably before the
meeting).

It is noted that while Members can seek advice and discuss these
matters, the final decision as to whether a conflict exists rests with the
member.

Confirmation of Minutes

Treasury Activity and Funding Update

Annual Review of Treasury Management Policy

Health & Safety Risk Management Update
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Council Risk Appetite Statements
Risk Assurance Insurance Review
Risk Assurance Action Status
Chief Financial Officer Update
Additional Business Items

Extraordinary Business Iltems

83
97
101

109



File Ref: 19/1286

REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: MANAGER STRATEGIC FINANCE
BRENT CHAMBERLAIN

SUBJECT: TREASURY ACTIVITY AND FUNDING UPDATE

1.0 EXECUTIVE SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA

1.1  The purpose of this report is to update the Subcommittee on treasury activity
and funding issues.

1.2  This report contributes to the purpose of local government by primarily
promoting the economic and more specifically through the Council’s strategic
objective of sustainable use of resources and providing resilience to hazards
and shocks.

1.3 The Council’s current total external debt is $149.74m as at 31 December
2019. Offsetting this are $22m of term deposits, giving a net external debt
position of $127.74m.

1.4  Since the last update in September, Council has borrowed a further $12m
from the Local Government Funding Agency (LGFA). It has also had one term
deposit of $4m mature, and created has a further new term deposit of $4m.

1.5 Council is currently compliant with its Treasury Management Policy.

1.6  Officers have been working with Bancorp Treasury Services about future
funding requirements, and reviewing the Council’'s Treasury Policy (see
separate report concerning this matter).

1.7 The Reserve Bank of New Zealand (RBNZ) left its Official Cash Rate (OCR)
at 1% at its 13" November 2019 review.

2.0 RECOMMENDATIONS - NGA TUTOHUNGA

A) That the Committee receives the report titled Treasury Activity
and Funding Update
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3.0
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4.1

4.2

4.3

4.4

4.5

BACKGROUND - TE HOROPAKI

The Hastings District Council has a Treasury Policy which forms part of the
2018-2028 Long Term Plan and a Treasury Management Policy. Under these
policy documents responsibility for monitoring treasury activity is delegated to
the Risk and Assurance Committee.

Council is provided with independent treasury advice by Miles O’Connor of
Bancorp Treasury Services and receives daily and monthly updates on
market conditions.

Under the Treasury Policy, formal reporting to Council occurs quarterly and
regular more in depth treasury reporting is provided for the Risk and
Assurance Committee.

DISCUSSION - TE MATAPAKITANGA

Council's debt portfolio is managed within macro limits set out in the Treasury
Policy. It is recognised that from time to time Council may fall out of policy due
to timing issues. The treasury policy allows for officers to take the necessary
steps to move Council’s funding profile back within policy in the event that a
timing issue causes a policy breach.

Attachment 1 sets out Council’'s overall
Management Policy as at 31 December 2019.

compliance with Treasury

The Council’s current total external debt is $149.74m as at 31 December
2019. Offsetting this are $22m of term deposits, giving a net external debt
position of $127.74m. This is supported by the Treasury Position 31
December 2019 Report in Attachment 1.

Recent Borrowings: On the 7" October Council borrowed $5m, and on the
16" December Council borrowed a further $7m. Both these amounts were
borrowed from the Local Government Funding Agency (LGFA) at a floating
rate of Bank Bill 90 day Benchmark Rate (BKBM) (currently 1.22% pa) plus a
margin. The details are as follows:

Draw Date Amount Margin Effective Maturity
Interest Rate Date
07/10/2019 $5m 0.6250% 1.8450% 15/04/2026
16/12/2019 $3m 0.3525% 1.5725% 14/04/2022
16/12/2019 $4m 0.5400% 1.7600% 15/04/2025

Recent Movements in Investments: On the 4" October one of Council’'s
Term deposits matured ($4m at 2.5%). These funds were used to fund
Council’s ongoing capital program.

Council has 3 active term deposits totalling $18m with rates ranging from
3.1% pa to 3.13% pa. $10m of these are linked to a loan maturity in April
2020, and the remaining $8m is held as funding for future capital expenditure.

Risk and Assurance Committee 3/02/2020
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On the 16" December Council entered into a two new deposits totalling $4m
as follows:

Bank Amount Interest Rate Maturity
BNZ $2m 2.89% 17/07/2020
Westpac $2m 2.62% 17/07/2020

The term deposit was split across two banks as Council already had $18m of
deposits with Westpac and has an investment cap of $20m with any one bank
as one time as per it's Treasury Policy.

4.6 Recent RBNZ announcements: The RBNZ left its Official Cash Rate (OCR)
at 1% at its 13" November 2019 review.

4.7 In December 2019 the RBNZ also released the final outcome of its banking
capital review which will require the high street banks to hold more funds to
further protect from themselves from economic shocks. Economists speculate
that this change may have the impact of increasing retail interest rates in the
short term while the high street banks adjust their equity mix to compile. The
Council borrows on the wholesale market so this should have little impact of
their funding.

5.0 OPTIONS - NGA KOWHIRINGA

5.1 Not applicable.

6.0 NEXT STEPS - TE ANGA WHAKAMUA

6.1  Council Officers will continue to work with Bancorp Treasury Services to keep
Council’s financing costs to a minimum, maintaining adequate liquidity, while
maintaining compliance with Council’s Treasury policy.

Attachments:

1] Treasury Position Report 31 December 2019 FIN-15-03-20-197

2l Capital Position Report 31 December 2019 FIN-15-03-20-198

SUMMARY OF CONSIDERATIONS - HE WHAKARAPOPOTO
WHAIWHAKAARO

Fit with purpose of Local Government - E noho hangai pu ai ki te
Rangatopdu-a-rohe

The Council is required to give effect to the purpose of local government as set
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out in section 10 of the Local Government Act 2002. That purpose is to enable
democratic local decision-making and action by (and on behalf of) communities,
and to promote the social, economic, environmental, and cultural well-being of
communities in the present and for the future.

This report contributes to the purpose of local government by primarily promoting
economic wellbeing and more specifically through the Council’'s objective of
sustainable use of resources and providing resilience to hazards and shocks.

Link to the Council’s Community Outcomes - E noho hangai pu ai ki te
rautaki matua

This proposal promotes the economic well-being of communities in the present
and for the future.

Maori Impact Statement - Te Tauaki Kaupapa Maori
There are no known impacts for Tangata Whenua.

Sustainability - Te Toititanga

This proposal promotes sustainable financing costs ensuring the economic well-
being of communities in the present and for the future.

Financial considerations - Nga Whaiwhakaaro Ahumoni

This proposal will ensure that financing costs are kept within Council’s existing
budgets.

Significance and Engagement - Te Hiranga me te Tuhonotanga
This decision/report has been assessed under the Council's Significance and
Engagement Policy as being of minor significance.

Consultation — internal and/or external - Whakawhiti Whakaaro-a-roto, a-
waho

There has been no external engagement.

Risks: Legal/ Health and Safety - Nga Tdraru: Nga Ture / Hauora me te
Haumaru

The purpose of this report, and the Treasury Policies it refers to, assist Officiers to
manage Council’s treasury risk.

Rural Community Board - Ng& Poari-a-hapori

There are no implications for the Rural Community Board.
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Treasury Position Report 31 December 2019

Attachment 1

Interest Rate Risk Position 31 December 2019 =
31-Dec-19 Hastings District Council - Forecast Debt Interest Rate Policy Parameters 8
(calculated on rolling monthly basis) -
Debt Maximum Compliant
Debt Period Ending Forecast Minimum % % Actual (YIN)
Current 150 40% 99% 56%
Year 1 148 40% 99% 65%
Year 2 161 25% 80% 58%
Year 3 166 25% 80% 56%
Year 4 165 25% 80% 53%
Year 5 163 0% 60% 46%
Year 6 161 0% 60% 36%
Year 7 159 0% 60% 30%
Year 8 157 0% 60% 24%
Year 9 155 0% 60% 17%
Year 10 153 0% 60% 0%
Year 11 151 0% 0% 0%
Year 12 149 0% 0% 0%
Year 13 147 0% 0% 0%
Year 14 146 0% 0% 0% |
A Year 15 146 0% 0% 0% —
& & & & * (-
< - < - 1@ Weighted Avg Cost of Fixed Rate Instruments 4.06%
) ) i . ) . . Value of Live Fixed Rate Instruments $ 83,500,000 G)
mmm Fixed Debt =—Debt Forecast =——Fixed Debt Policy Minimum ==Fixed Debt Paolicy Maximum Weighted Avg Length of Fixed Rate Instruments 6.77 Years E
e
%
Councils Expected Future Interest Rates Councils Expected Future Financing Costs by Component —
—
‘\
\
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— -
- --‘--l—-——-"'--— ------"'-.-—‘--.-
Y
525
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E 2.00%
s 5 K s0
H g g Jun-19 Dec-19 Jun-20 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jun-23 Dec-23 Jun-24 Dec-24 Jun-25 Dec-25 Jun-26 Dec-26 Jun-27
s Floating Rate  eesssssSwap Rates  eesssssline of Credit == == Average Rate Wrloating Rate W Swap Rates W Line of credit
Cost of Holding Fixed Interest Position 31-Dec-19 30-Jun-19 Movement for Year
Nofional Swap Value Awvg Int Rate Valuation Notional Swap Value Avg Int Rate Valuation Notional Swap Value Awg Int Rate Valuation
Live Interest Rate Swaps 75,500,000 4.24% (6,462,180) 73,500,000 4.45% (6,476,862) 2,000,000 (0.21%) 14,682
Forward Starting Interest Rate Swaps 68,500,000 3.84% (6,361,951) 80,500,000 3.78% (7,003,501) (12,000,000) 0.06% 641,550
Total Interest Rate Swaps | 144,000,000 4.05% (12,824,131)| 154,000,000 4.10% {13.480.363}' (10,000,000) (0.05%) 656,232 I
Average Cost of Funds 31-Dec-19 30-Jun-19 Movement for Year
Notional Value Avg Int Rate Notional Value Avg Int Rate Notional Value Awvg Int Rate
Fixed Rate Loans with LGFA 8,000,000 2.37% 8,000,000 2.37% 0 0.00%
Floating Rate Loans with LGFA 141,000,000 1.78% 97,500,000 2.26% 43,500,000 (0.48%)
Live Interest Rate Swaps 75,500,000 4.24% 73,500,000 4.45% 2,000,000 (0.21%)
Westpac Lines of Credit 15,000,000 0.27% 15,000,000 0.27% 0 0.00%
Fixed Rate Loans with HNZ 740,000 0.00% 740,000 0.00% 0 0.00%
Total External Loans / Average Cost of Borrowing | 149,740,000 3.36% | 106,240,000 4.24% | 43,500,000 (0.87%) |
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Attachment 1

q
Funding and Liquidity Risk Position 31 December 2019 e
31-Dec-19 Hastings District Council
Funding Maturity Funding KPI's
Maximum Compliant
Minimum % % Actual (YIN)
Liquidity 110% 170% 118% Yes
Fixed Interest Debt 40% 99% 56% Yes
Funding Maturity Profile
0-1 Year 0% 33% 12%
1-2 Year 0% 33% 1%
2-3 Year 0% 33% 19%
3-4 Year 0% 33% 15%
5-6 Year 0% 33% 13% —
- 6-7 Year 0% 33% 12% +—
7-8 Year 0% 33% 8% c
8-9 Year 0% 33% 6% (D)
9-10 Year 0% 33% 3% E
10-11 Year 0% 33% 0% c
Net Debt as % Equity 6% 20% 8% %
3.4 4.5 5.6 6-7 7-8 8.9 Net Debtas % Income 93% 150% 93% —
Net Interestas % Income 3% 15% 3% +
Maturity Date Bucket Net Interest as % of Rates 5% 20% 5% <
mDrawn Loans m Commercial Paper Available  mLinked Deposits
Composition of Counterparties Funding and Liquidity Characteristics
149,740,000
Total External Council Drawn Debt
149,000,000
Funds Drawn from LGFA 1 180/6
® LGFA
LIQUIDITY RATIO
» West Definition: (Cash Reserves + Lines of
& _pac 15,000,000 Credit + Drawn Debt) / Drawn Debt)
" Hous"‘g NZ Undrawn Bank Facilities
22,000,000.00 4.33 Years
Term Deposits Weighted Average Length of Funding
Agenda ltem: 4 Page 12
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Capital Position Report 31 December 2019

Attachment 2

<t
CAPITAL PROGRAM and FORECAST DEBT POSITION 31 December 2019 =
. . Acfual Budgef Variance Total Q
Whole of Council Capital Spend Ytd - tg Ytd Budiiat % =
as at 31 December 2019 . . udge ’
120,000 Major Projects ($'000) ($'000) ($'000) ($'000) Spent
wesm Cumulative Actuals CBD and Suburban Developments 10m 14m 04m 2.6m 38%
Iona / Middle 0.1m 03 m 0.2m 2.5m 3%
Cumulative Budget Landfill Valley Development 02 m 05 m 03 m 43 m 5%
100,000 (incl.C/fwds) Omahu Industrial Development 1.1m 18m 0.7 m 1.8m 59%
«@=Prev Years Actuals Opera House Earthquake Strenthening 54 m 6.8 m 14m 10.7m 50%
Park Road System Upgrade 0.7 m 0.7 m 0.0m 3.8m 19%
Planned Renewals 02m 05 m 03 m 10m 21%
_ 80,000 Rising mains 01lm 02m 0.lm 1.7m 3%
o Small Supplies 10m 13 m 0.3m 7.6m 13%
8 Trunk Sewers 31m 34m 0.3m 3.6m 85%
v Stages 1A-C Water 3.1m 42 m 1.1m 10.1 m 30%
60,000 159 m 210 m 51m 498 m 32%
Capital Expenditure History
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[Debt Forecast 1 January 2020 to 30 June 2020
175,000,000
3,500,000 2,704,000
170,000,000
165,000,000
160,000,000
22,000,000
150,000,000
3,450,000
152,086,000
145,000,000 149,740,000
140,000,000
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REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: MANAGER STRATEGIC FINANCE
BRENT CHAMBERLAIN

SUBJECT: ANNUAL REVIEW OF TREASURY MANAGEMENT POLICY

1.0 EXECUTIVE SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA

1.1 The purpose of this report to undertake a review of Council’'s Treasury
Management Policy.

1.2  This report contributes to the purpose of local government by primarily
promoting economic wellbeing and more specifically through the Council’s
strategic objective of protecting Council’s assets and efficient use of public
funds.

1.3 This report reviews and proposes changes to Council's Treasury
Management Policy.

1.4  The proposed change include changes to daily transaction limits, definitions of
liquid assets, the fixed and floating debts limits, the maturity profile of external
debt, and changes to interest cost benchmarks. In addition there has been an
attempt to shorten the policy by culling superfluous clauses.

2.0 RECOMMENDATIONS - NGA TUTOHUNGA

A) That the Committee receives the report titled Annual Review of
Treasury Management Policy

B) That the Committee approves the proposed changes to the
Treasury Management Policy, and sends it to Council for
adoption

Risk and Assurance Committee 3/02/2020 Agenda ltem: 5 Page 15
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3.0
3.1

3.2

3.3

3.4

4.0
4.1

4.2

4.3

4.4

BACKGROUND - TE HOROPAKI

Hastings District Council has a Treasury Management Policy which has the
aim of minimising the Council’s costs and risks in the management of its
external borrowings and maximise its return on investments.

It is a requirement of the Local Government Act 2002 Section 102 [2] that all
Councils have a Liability Management Policy and an Investment Policy.
Hastings District Council has chosen to incorporate these policies into a single
policy entitled Treasury Management Policy.

Until July 2019 Council’s treasury advisor was PriceWaterhouse Coopers. As
a result of a RFP process Council has changed its Treasury Advisors to
Bancorp Treasury.

This is the first review of Council’s Treasury Management Policy undertaken
by Bancorp Treasury.

DISCUSSION - TE MATAPAKITANGA

Council’'s current Treasury Management Policy has been developed in
conjunction with PriceWaterhouse Coopers and was last reviewed in
November 2018.

The proposed replacement policy document is based on Council’s existing
policy, rather than a complete rewrite from scratch. Attached is Council’s
existing policy with the proposed changes marked up using track changes.

The current policy is quite wordy and repetitive, therefore a number of the
changes proposed are simply removing some of the unnecessary background
information and sharpening the document up without changing the underlying
meaning.

The major changes that alter absolute limits and KPI’s are as follows:
2.4 Delegation of Authority and Authority Limits

The Maximum daily transaction limit has been increased to $40m to reflect
what has been happening in reality anyway. With the LGFA debt rollovers
often hitting $20m on a single date, Officer's often find themselves
extinguishing one $20m debt and drawing a new $20m replacement debt the
same day which totals $40m of transactions before any other business is
conducted.

3.1 External Debt Ratios and Limits

The definition of Liquid Assets has been broadened to include pre-funding of
term debt maturing in the next 365 days, and term deposits maturing in less
than 181 days.

5.1.3 Interest Rate Risk Control Limits

This section deals with Interest Rate Risk Control Limits or stated another way
the percentages of fixed and floating rate debt. The section that is being
amended had 16 separate one year time bands compared to the proposed 3
time bands. Bancorp’s view is that 16 bands is too complex and means that
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5.0

5.1

interest rate exposures have to be micro managed merely to comply with the
policy but which in reality produces little or no economic benefit to Council.
The current bands extend out to 16 years which means that HDC could fix its
interest rate out to a 16 year horizon. Bancorp’s analysis indicates that fixing
exposures that far in the future does not provide any tangible benefit and in
many cases actually costs the borrower in terms of interest expense
compared to the situation where exposures had not been fixed that far.

5.2.2 Liquidity/Funding Risk Control Limits

Section 5.2.2 deals with Funding/Liquidity risk control limits with the table
which contains three time bands replaced with one requirement stating that no
more than $100 million of 33% of a councils borrowings will mature in any
rolling 12 month period. This simplifies the management process and provides
greater flexibility when managing funding maturity exposures.

6.2 Management of Debt and Interest Rate Risk

Section 6.2 deals with management of Debt and Interest Rate Risk and
replaces the existing benchmark which refers to only one interest rate (the
wholesale 7 year rate) with a new benchmark which incorporates 7 separate
interest rates which are directly related to new risk control bands contained in
Section 5.1.3. The new benchmark will provide a more appropriate
comparison and one which is not unduly affected by distortions in one rate
(which the old one is as it only refers to the 7 year rate).

Appendix | — Definition of Financial Instruments, and Appendix Il — Glossary of
terms Corporate Treasury Management

This whole section (while nice to have) doesn’t add any value to the policy
and is recommended to be removed and put into a separate document to be
used for training purposes.

OPTIONS - NGA KOWHIRINGA
Option One - Recommended Option - Te Kowhiringa Tuatahi — Te
Kowhiringa Tutohunga

The Risk and Assurance Subcommittee can choose to adopt the proposed
changes in part or in full.

Advantages

e The proposed changes are a simplification of the policy, without
significantly changing the risk profile of the policy. They are easier to
understand and less stringent to work within allowing officers a slightly
greater degree of flexibility, while maintaining the necessary controls.

Disadvantages
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e The previous policy was very detailed and prescriptive which made
treasury management very black and white but sometimes prevented
officers from making decisions that an informed investor might make.

6.0 NEXT STEPS - TE ANGA WHAKAMUA

6.1 The updated policy will be taken to Operations and Monitoring Committee for
ratification and adoption.

Attachments:

14 Treasury Management Policy - Risk and Assurance  FIN-15-01-20-17

SUMMARY OF CONSIDERATIONS - HE WHAKARAPOPOTO
WHAIWHAKAARO

Fit with purpose of Local Government - E noho hangai pud ai ki te
Rangatépdu-a-rohe

The Council is required to give effect to the purpose of local government as set
out in section 10 of the Local Government Act 2002. That purpose is to enable
democratic local decision-making and action by (and on behalf of) communities,
and to promote the social, economic, environmental, and cultural well-being of
communities in the present and for the future.

Link to the Council’s Community Outcomes - E noho hangai pu ai ki te
rautaki matua

This proposal promotes the economic well-being of communities in the present
and for the future.

Maori Impact Statement - Te Tauaki Kaupapa Maori

There are no know impacts on Tangata Whenua of adopting the revised Treasury
Management Policy.

Sustainability - Te Toitidtanga

There is no impact on sustainability of adopting the revised Treasury
Management Policy.

Financial considerations - Nga Whaiwhakaaro Ahumoni

There is no financial impact of adopting the revised Treasury Management Policy.
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Significance and Engagement - Te Hiranga me te Tiahonotanga
This report has been assessed under the Council's Significance and
Engagement Policy as being of minor significance.

Consultation — internal and/or external - Whakawhiti Whakaaro-a-roto, a-
waho

Apart from consultation between officers and Council’s treasury advisors there
has been no other consultation occur on this matter.

Risks: Legal/ Health and Safety - Nga Tdraru: Nga Ture / Hauora me te
Haumaru

No implications

Rural Community Board - Nga Poari-a-hapori
No implications
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Treasury Management Policy - Risk and Assurance

Attachment 1
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. Introduction/Scope and Objectives

1.1. Purpose of Policy

The purpose of the Trassury Policy I8 ta cutine anprosed policies and procedares in respect of
all treasury activity to ba undertaken by the Council The formalsation of such poices and
procedures will snable treasary tises @it Uie Councll to e prudently managec

A crroumatances change. e palipes eno procedure: outhned n thes policy will be modified to

ersure that traasury risks withn the Councll continue 1o be well mansged. In addibon, regula

reviews wil he corductod to 1o5t the exitting palicy against the fallowing critera

e Industry “oest practces” for 3 Counpl the size and typs of Mastings

o The risk beaeing ability anid 1olerances weels of the underbying revenus aml cost drivers

o The elfectiveness and e'ficisncy af the Tresiusy Falicy and freasury management function
10 recognise, measare, contral, manege and report on the Counc s Fnencal spaiure 1t
myarkat Interest ratin fishs, furding fse, Rguid ty ricks endd oltwr asseciated fyes

o Iha aperation of 2 dro active irpasury maragement ir an envirsnment of contral and
compliance

o The robustress of the Vobicy's rek control limis and rax soreeding mechanims agans:

§ abnoemal wtevest sate markot movemonts and conditions

none an

o Asdst the Counclin achiewing sistegic cbiectives relating o ratepayers

1t s otended that the Policy be distributed to all persanned involved ie ary aspect of the Courad’s
fmarcal management In ths resaect, all staff must be completey familer with thel
responaibilities uncer the poicy atall times

12. Scope

o This dotument identifes the policy and procedures of the Councll i respect of trassuty

Management actimities

e Ine policy har not boen prepared to cover other aspects of U Council's gperaticns,
partcularly transactionsl bankicg managempent, systerm of mteoal comtral snd Rnancsd
marsgement. Other poiicies and arccedures of the Coural cower thase matters

e ST NP URES SORDI FRNTIDEE BT RS oo

1.3. Objectives
The ctjective of thig Ireasury Poicy it to control and manage costs that can iInfluence aperationa
udgets and public squity. Specifically

1.3.1 Swatutory Objectives

. All evternal boccawing, investments and Incidents| Bauncul artungermenty (=5, me
af mterest rate hedgng financial instruments] will meat 0 requisments of (he
Locl Government Act X2 | | I ! wid rcorpurale Uw
Labilivy Management Policy and Inveitment 2alicy
. #OC 1 poverned by the fallowing relevant legisaton
Ref: [P Refecancel VIO /[Date of thas veraian] Page 558 5)
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Local Government Act 2002, n sarticuler Part G including sections 101,102, 104,
108 and 113

Local Covernment (Financal Reporting ond Prudencel Negulstions 2014, in
particular Schedule &,

Trustes Act 3555 Whwn acting o a trustee of Investing meney on behall of others,
the Trustes Act highlights that trusiees have b guty 19 mvest prudently end that they
shall sxsrcise cure diligence urd skill that & prudent person of busness weoald
Exeerias in manag g the aMars of others, Datails af rolevant sectionz can be found
In the Trustee Act 1956 Fart | Investments

Sl A T Slene d D e B U O et a0 Bl bl AR LTS

B A Sk T e

All progected saierns’ botrowirgs are to be approved by Councll 2s part of the
Aneus! Man or the Long Term Manrirg (LTP] srocess, of resolution of Councd belore
the barraowing e alfected

ALt ot ek ! N

S S W WP S FOPRSIY [P SR (VIS Sr—

4 3 $ e e B R N et e I R

- s o FRORE ot Rl e L R By P

vam k- Spmmmtminniti Ao Auk D00 e arel Badie sl scccimiselubon

R L R B I S TR I TR ITEE N

“~ ‘. - P — ) Less i o saaahis-odu 4
puse age—nl goty o

B L TR e ———e TVNRREY T ST w— " 4

Ma 3 3 3 &8 b - 'y o
[P - " 5 # " e "

wd Mot et o

13.2 General Objectives

. Minimize the Council’s costs and risks in the managemant of 25 extarnz! borrow ngt
and masamise &3 return on nyestments

. Minimise the Courc!l's wpovore 10 sdverse inierest Tate movemants.

. Monitor, evaluate and resort an treatury performance.

. Dorrow furds end Lansact rak managemant metruments within an eodeanment of
control and comp sence under the Council approved Treasury Palicy so as to peotect
the Councll's finarcial assets and wanzge costs,

. Arrange and structure estermal (ool ool long term fuading for the Councs at &
favoarable masgn and cost from debt lendors

. Cotimise Hembity ard spreed of debt mauriticos wahin the funding nsk imits
wilabilished by tus Policy satement

- Montor and report on lisancing/borrowegt covenants ond tabos under the
obligatioes of the Courcl's lenduig/security arrangements

- Montor the Courcil’s return on iavestmends in Council Contraled Qrganisations
("CCO's™), Conac !l Controlled Trad ry Organisations |CCTO'), mroperty and other
shareholdings.

o Maintain Hguidkty levets and marage cash fows wthe the Councl 82 meel known
wnd reasonable unfareszen finding renuirements

- anap fendhing tegueaner ¥ WY Ak ¥ * wuireald ekt oy 12! e

. Comply with financial ratios anc Smets stated wahin this Policy

| . Enpure that Seaonnbosbmsnaghy g 0 vrnendiure will eat mpose an
uneqoitable spread of costs/benefits over current and future mtepayers.
Kl TR Heforanes]  VIG /st of this versien) Page 2 0151
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.- Ta miniwie exposurs 1o cradit dek by deabog with and Investing i creditwerthy
counterpartios
. bonvasa Lok all sbir wh 11t o conppunstniriod el o] Stobioce rmmtime o oombont ool do
» Develop and maindain relaionships with finencial institutiony, credit vy
agoncies, | ab Lunerrmey VI Sy ILGTAL wivestors and myestment
counterpartion | Formatted: 7ont Adal Cordered oy 015 pt
. Enaura the Counol, maragament ard televant staff o keat abresst of the atest SIS

treasury products, methodologme, and accounting treatments rough trsming antd
Ir=house oresentation

2. Management Responsibilities
2.1. Delegations of Authorities

Pursuant to clause 32 [2), schedule 7, of the Locsl Goverrmant At 2002, tha Councs may make
telegations 1o olficers of the Coundll In order to allaw for the effichent conduct of Council
busmesy, Claawe 32 {3), sehodaba 7 of this Act allows nfficers 1o delegate Those powers 1o othe)
officers

Notwithstanding claose 32 (3] {cl, scheduie 7 ibe powet Lo barrow money, of porchase ar d apote
of absely, other than in accotdence with the Long Term Man temains the sole resgorsibility 2*
the Councd, This responsdulity cannct be do egated

The limits of approved delegaton to OMicers are contalsed within the Courvil's Delegations
Aepster

2.2. Treasury Organisational Structure
The counct will operate tho treasary management function & a (ost Lante

Abs . S sad T op-that Sopemitaon

The bolowing diagrsm dlustrates those mavidusls ard bod ez who have treasury responsill ties
Authority lewels, reporting wes and treasiry dubies and responuhilithes ure outiingd in the
foliowirng saction

|
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2.3, Treasury Responsibiiities
The key respossdilisies of the shove pasitions 2t as follows

2.3.1 Coundll

The Coured hns uitieate respandadity for ensuting that thete s an elfective palicy for the
managament of 18 dske In this respect the Counc! decides the level snd nature of risks that are
scceptable, givan the underlying chiectives of the Council

Tl L acilanion —oapub bbiee babt wiiobl smmapl @ sitmie o e slbossmatilgs bise bomaimry tlidey we dbields
B T L e e s S Tt s ot SESYSEE P I

e O = d ek < R LAt T S

L S L R B B B LR LVt R iy PR
bt Oy Bom 3iiap saaz {30 ikl reiphow 7@ wie wl e s01@neu Casian |l alion oo urie e slre svbund
L e e R R R T Y T S T

M " 4 st dotb " k ETIPTONPL Y .

v -oy

B e L S TSR BT

Irs tiks rmspect, the Cownc) bas responub bty foe
. Approwing the long-term faanclal positon of the Councll through the 10 year Lung T2rm
Plan (LTP) aod Financinl Strategy, abeng with the adopted arnmual plan

- " lodit = i

. Approveg the Treesury Management Folcy Incorparatiog Al F-di il Meebay
delagated authonties

L e e SO TV [P UN IANT DU | TRUDRSMPNE PRI T S |

duk dinihadd " "
et a— g b At e s b i oty | B BRI 11 i sl e ST ehEee
- Lgmyomd iy 9onth Apram vhe bt e o) sl

[T SRS T THSpussypps—— g QroI)

n CounbidEasiine sinb ot el
o~ - Sv— A
et IE R PR I IR TR P RSN FY ST

I et e R LT ] R R IR SITT IPTT N LRY S teaeeg
Evalvating and aporowag smendments 1o Palicy.

Aparoving budgets and high level performance reperting

Lpureww acquistion/disposal of assats and non-financal insturmeants

Aparave the appcintment of e Trustes 10 any Debertuief Deberture Trust Deed
Delegate authority to the Chief Executive snc other afficess

Approval for ooe-ofT transactiony lalling oatside Policy

The Countl, through tho Ris-aei-Aeme- 30k and Assurance Subcormmittes, must also snwse

that

. I receives regular wfcrmation lrom management o5 lundicg ard otereal ate risk
wxposures and Faancal mstrumenty S | SRS DTS TS
‘s Y — 3 ; STBR —

. sues roised by suditors [boeth internal snd esternall In respect of any sgnlfican:
weaknesses in the treasury finction are resolved immediately

. Sabmissions are recetved fam marggemens regassting soproval for one off transactions
falling outsde palicy guids nes

kol [HPRM Heforence) V10 7 [Date of ths versien) Page 951
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232 Chief Executive Officear (TED)

While the Courcil has firal resparsiblty for the palicy gowrning the managament of the
Council's nsks. it delegates cverall resporabiity loe the day to-day management of weh rida to

the CEQ
Tha CEO's responsibeitivs include

Soproving the regater of authorised sgrelonies,
Appr v e courterpa i hes and coanler party St
Approwe opening and closing of bant accounts.
Approve dally ransaciom |r eccess of 515 milllon
Recaming ang reviewsng 1 manthly treasury rapoct

| 233 Fisk and Assurancevdit Subcommittes (PASC)

The RASC will oversee the mnplermentation af the Council's traamiry Managemant strategion and

l manitar ard teview the eflective management of the tressury lancton,
T T L e I P I R R
e L B S e R o

Thie RASC will thacuns brwasuty mattets 00 o gussterly bass [aod nformally us teguired)

Pesporsibil Tes are a3 folows

. Hocommondieg the Treasury Palicy for changes to exltting nolicy] to the Council.
. Receiving recommendations from the Chief Finarcal Officer and mate submissiors to the

Council on ol (reasury malteco sequiting Councll approval

. Retommending performance messurement coiterks lor all Lregaury activity,

. Monitorirg nuartery performance against benchma s
. Aoprowing a/owable lirancial mstruments

2.34 Chief Financial Officer (CFO)
The CHO s respons ailities are as "o lows

| . Manegement respoiblity for borrewing, snd investment o

wtimibies,
| . Recommund Folcy Charges 10 [he Sebanddaii itk arnd Asyyurernce Subcommittes for
evaluaton
. Orgoing sk assessmmt of horrowivg and investirent sctidty indueing procecuees and
controls
. e Vewed with SEI Global Natiogs | SET eiedesdecadodisassa I regaedy 1

obtsning/martiinng the Courcls extecnal credit rating
- Cyprace ~elationshies with firancial institutions

. Appreve new borrowing endertaken 0 ine with Counci' resouten and approved

borrowing stratepy
. Approve re-financing of exsting delst

. Approwe freasiay trapsactions In accardance with polcy parsmeters outside of D

Firance Dperations Marage: s delegatad sutholity

I . Autnorise the use of Mevand-Aseit-Juk ard Assurance Subcommitiee spprovec interest

rate fik management Instruments within oscaetionary authority
| o Negoliale new st malle e darrowing facilities,

Nel: [HPRM Reference] VL0 / [Date 2f ths verson!

Ensaro the Counall’s Falicies comply with existing ana new legishition

| Formatted: indent Left 1om, Hanging: 1 em

Risk and Assurance Committee 3/02/2020 Agenda ltem: 5

Page 29

Item 5

Attachment 1



Treasury Management Policy - Risk and Assurance

Attachment 1

. Approve o amendesents (o the Council's records atisieg Fros eheces 1o countirparty

canfemations
I . Authorise sl nterest vate bedzs (o transactions [swups, FlAs snd aptions] with benk

countetparties to change the fixed: Noating mix ta te-peoble the Councl's interest rte
tisk,

- Decide ur e lapalan s ol Nied oo Boadting st debt - B
B L T L L L LRY L W S R R P
B e L LR S ISR TR Y TR SR TYITY I AT

. Recommend sttt sgnationes and delegetsl suthorities o respect of all Deasary

dealing and banving sctivies

| o Propase new funding requitoments to the  Rebesnd—dadifid s0d Auisance

Subcammittae for consideration snd suberassion 1o the Council

. Reyiew und make recommendations on all aspocts of the Treasuey Policy 1o the Rekans
At Figh And ATDUTITNTG SUDCOMTWIIDE it 4hesbian bt or st s apmmee e ot bt atbinsiost

2 b 3 4 i

Sekl i

¥ t

Lt LI TS

- Oversee the annual revew of tye Treasiry Folicy, treasary proces wres aad all deal ag and

counterparty imits

- M PYNEY TG PR ey Tpege | 4 5 o

S b ok

[T TE NN

= “< i "

. Ersure that wll botrowing end fnancing covenants to kenders are adharad to,

"

[P RS NIRRT SRS PP ERN BRppPa oy pmp—

LR

0 B0 e () et g

It " s &
- - S,

las aisig inibiey

B L T b L LI S T AT

Interest ratz expasures and DoTTowings,
. Approve deal Uckots Toe trwasury transactions

. Review Treasury reports 1o Resssaa-ais-20k and Assirance Suncomenttes and Faance

and Mandtaring Comenittvn

235 Financal Controlier (FC)
The FC's responsbilities are as folows

. Alalyre Do mont sl sl ien isshigats MNancng (el sssaies 1O Minemise
BOrrowing £asts —siipiieveabdistos sl doilie s by b -
B L R SN T B T

. Negotiato ul new o olloeer bast funding faclitios s snaimpsdae ol sbias Sl

. tMenitarand review the pveiall porformance of the traasury functian s sesmp i s tisssy
Ve : - -t ) B e et LT

. Honitor reasury expasure on 3 regular basis, mclug ng current and forecast cash posimon,

. Provide regular s9ort term and Iong-teem cash low and debt projections 1o the CF0D

. Review monih end variance analyss to ensure reascrabieness of borrowing and

Invastmant sccounts,

. Review sncd appeove botrowing and investment tystem/soresdshent recorcifation to

general ladger

236 Firance Operstions Manager (FOM)

- Dewver dady ant weekly reports to the CFO covermg caihMquidty, Interest rate rsh

pastion, transaction sctivty sod performance

Ref: [HPRM Apference] VIO /[Date of this version|
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Excoute trepsury trasanctions in sccardanze with set limits and CFO suthority,
Manage the ozeration of all bari accounts and ather sccount features.
Moniter aff treasury exposures da'ly.

Manage daily cash management

2,37 Manager Strategic Finance {VSF)

. Account for all treasury transactions in accordence with keglsletion and generslly accepted
atcoanting principles and the Councils accountng policy

. Update treasury spreadsheets for all new, re-negotiated and maturirg transactions.

. Monitor borrowing and Investment settlements and srranges for agproval by suthorised
sipratores.

. Propare short term cash flow lorecasts,

- Recorcile monthiy summaries of cutstanding financlal contracts from benking
counerparties to internal records.
Cleck comalience against limits and prepare report an an esceptions bass.

. Manitor cradit rating of approved counterparties,

. Engure all financial Instremenss are valuod and accounted for corractly in sccordance with
current best practce standands,

. Mawas Heodle all administrasive aspects of bank counterparty ngrecments and
dacumentation such 25 loan agreements and ISOA twap dacamants,

. Check all treasury deal confirmations ageinst deal documenistion and report ary
irregularities immediately to tha L£0,

2.4, Delegation of Authority and Autharity Limits

Treasury transactions entered inta by the Councd withcut the proper authorily are oifficult to
cance! given the legal doctrine of *epparent authority®. Alp, insufficlent authorities for a gvon
bank secount or faolty may prevent the exacution of 2er1aln trantachions for at least cae
unnecessary dalays).

To present thete types of stuations, the foliowing procedures must be complied with:
¢ A7 delegated suthorities and signatories must be redewed at least every six months to
ensure that they are still appropriate and current
* A comgrehensive letter must be sent to 3 baak counterparties at lesst every year that
detalis all relevant currant delegated authonties of the Councll and contracted personeel
empowered to bird the Council.

Whenever 2 person with delegated authcrity on any account or facilty leaves the Councll, all
relevant banks and other counterpartios must be advisad in witing immediately to ensure that
no urauthorised Instructians are to be accepted from such persons.

Clear Policy breaches should be reparied to the C20 and tabled with action points to the Cauncil,

The Council has the ‘ollowing responsitelities, sither directly itself, or via the following stated
delegatad authorities,

Actiity Delegated Authority Lirnix
Approvig and changing po Ky The Councl Undimited
Eorrowing rew deat Tre Council Unimived jyubyes o
legslaztie aned othar
reguatory limitations)
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ALty O legated Autbority Lt
Argusit en o guzenitien of The Cisew) Lshmied
svestrerits other t=an frantis
messtmerta
App=oval 1or chasg g ntets a4 he Sou Unitrnvted
S0CLI Ty Qe BOrowing
Jvnrall Gayto-ody ral CEG [awdegited oy Sulyect te policy
ma-agement Couri)
Ra-finvcog exit ng delit 70 |delegeted by Sul e¢t t poAcy
TN |
[tz
Approvng transachosz outside = Counc | JUrhimitza
Policy
At veeg Al wasiw 1k e Councld wa
maragerent Ingtrumenss
Aciaes nerest rane fisk protig [sc2a] For 1ek oo limits ¥ we

Wooratuity pealen erd as
oer pie corers: limits
Mg rg hnthing necribes » oD Pef ron conir Limity
s:congance wik Soune
approved fecities

Mo daly Eamac o T Courail M lrted
amoun| | Sotronitg, swest ng [ 34 £00 milinn
ntarset £t reh managsmens (8 2e] $45°C milian
Beaied A 512 mllon
Azhoming e of s gastanes o Unlerted
Gening/thosng sark sctourty k0 Vel erited
Arrwd review of pokey FO A
Enuring commiance wis pokcy fD na

3. Liability Management Policy

Council's hebilities comprae dormowngs end various ather labtes, Counel's Lisbilty
management policy Socuses an bormowings a5 this is the most sgnif cant componert and esposes
tae Courcl to the most dgnifeset nisks Other Lals Iites are gensialy non-interest beasing Cash
fiows assaciated with other liabiities are incorporsted In cash flow forecasts for Sguidity
managermenl purposes end detesmiring 'ulure borrowing reguiremerts

1 External Debt Ratios and Umits

3
External debt will be mansged within the foowng macro bmits

Katio HOC Palicy
AN P BS SIS limits

Nat external debt as & percertage of mcome <150%

Net Interest an edtornal cadt 3< 4 percantage <15%

of ncoms

Not (nterest on extarnal dabt as & percentage <208

el annual retes mccene

Uquidity tange lgud funds and committed 110% - 1708

bank facilites 35 & progortion of eatermal deat)
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Incume |s delined ot 2armings from rates, government grants snd subsidics, Liar charges Intarest
and other ravence and escludes nan govemment capita’ contributions [w g  develoger
contrbuticns and vested assats)

Net ecterral debt is defned as total external debt e Bquid Snancial svsetsvestrmerts

waqudity Funds ure detined as

. Overnight Bank cash deposits at 100% of value

Wholesale / retadl bank term deposits no grester than 20 deys at 100% of valie

NZ goveroment bords, Lauri bords and LGTA bonds at 100% of market value

Bank {00 tdees s than 181 days at 100N vacket value

Whsnaabe el b lank term deposits bnked 10 pre-funding of wutuisupy term debt
e g i S et 16 gan

he lsquidty rano eeclisdes encumbered cash aveitments, wch ay coh held withn
wedialfieseryve funds

Annual Hates Income 13 osfined as tw amoont aqual 10 the total revenue fram any fusding
mechanium auwtharaed oy the 1ocs’ Goverrment [Kating] A<t 2002 (ncluding volumetric wate
crarges levod) tagnthor with any revemue recesed from other (ocal authadities for services
provided (and for waich the other local autharites rate) Rates” snclude regionsl wyies

Cxterral dedt will De repaid a5 4 “2lis ¢ue m accordance wits the applcable izan agreement
Subrject 1o the debit levits, a lzan may be rolled over o re segotatod os aod when approgiriate
Dusaster racovery reguicoment s are met theough the Equidity ratie

32, Borrowing Mechanisms

“naCouncil 13 able te exarnally sorrow through a variety of masker mechanitme Inchudng s

sisckdirect bank borrowing or accessing the short and lomyg-term New Zealond copital markets

directly of theough the Lol iwudismmuma bumabag Apwnay- ILGFAL 1 evaluatiog strategies fo

new horrowing [in relation 1o source, Teom, see and prcing) the CFD Lakes nto sccount the

follcwing

o Avallable termns from banks the LGTA: a0l Do o o gt dessininninwd capitel markets
et od e b et s,

. The Councils averall debt maturity profie 1o ersure concentraton of debt is avokied st
retssualrcliayer time.

o Prevailing intarest rotes and marging of Lhe wiuidole Sunding wllernal ey sestie s s
s 3 . F el &N Ll ' — &

. The mark2t's outicok on futurs credt margin and nterest rate moverents as well as itz
own

*  [asuring that the mplizd finance terms within the specific debt fe g projest Fmancel are
at least as favoarshie as the Council could achieve in s own right
o Legal doecumentaton and financal covenaris together with securty and credit ratng

consdecabony.
. -
srtiirpntd sl Banten AL ) Unanilid s b i L il sama i et b Sl e
b ot ilism ad e s dhnt e e o s Satsaling T RS TR e—
14 e maven Dipewad L immilierd oo Jiasmeit e womitee compermmtbod tooinh oo b= $hmompnnie bar
e e . FPR—r by
Hel [PAM Rafetence) V10 /{Date of this wursion) Page 14 ol 52
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L L I e e e L [T LN SISO IV bas b ot prmer ol | ke mingb g b v b b —

L L B e S L L e e [ S BRI

The Counchl's ab ity 10 “eadily tiract cost wflechye borrowing o latgely diiven by #s shility 1a
rate, malrtain @ strong fingacial standing ane manage ity relathorshigs with 11 wvestons, (e
LEFA o Foanod! iInstitutioes oot A0 To thas and it s the Counc s infention 10 wek and
Maintaln & sirong halance shee! pasition

Ine Courol may 4se o minture of snort-term faoties (which generally have lower credit margng)
as well aslonger torm facil ties to achewe aneffect v boorawing mix, balancing the requiremants
of ligudity ard cost

3.3, Security

Al the Councll's extecnal barrowngs and ieterest-rale fik management instrumenty wit
genarally o secured oy way of a chatge oves the Council's rates anid rates revenue offerag
through a Debanture Trust Oeed  Under 4 Debenturs Teast Deed, Counol's Dotmowing ks secws el
by » Nioating charpge over ol Countd rates levied under the Rating Act. The security offered by
Council ranks eaual'y or parl pessu with othes kenders

The Counc! offers deamad rates as security for ganoral bosrawing pragrams. Fram Tima to time,
with prior Coarc! spproval, secur ty may be offered by providing a chargs cver one or more af
U Counet's assely,

Physcal assots will he charged only where

. Toeew b a ddivect relstonshep Letween e delil ard (e parchase o0 construction of the
aaret, which it funds {0 g, #n operating lease. or progect finance),

- The Councll consldess » charge ower phwsical nssess o Le appropelste.

. The CRU ensutes that the requited register of charges and ary associated documents are
providea. Mod aod kent in accordance with the provinions of the Locel Covernment Act
2007 and any cthee ralevant lngislation,

3.4. Debt Repayment

Thir funes from all 25521 sales, oporating surpluses, grants and subsidies wil be applied 1o sascll ¢
progects of the reduction of debt andfor o reduction In borrowing regurements, ueluss Uw
Counct specilically tieects that the funde will be put 1o anather wxe

Dedt will be repaid as it falls due In pocordance with the applicalle losn sgresment. Subect to
the debt [ens, 3 loan may be rolled over or re-negotiated as and when appropriate
The Councll will manage debit on & net portfolio bas's 2t all times

1.5. Guarantees/contingent liabllities and other financial arrangements
Councd may act us guarantor to firenclal imstitations on doans or anter into Incidencal
artangements for argaisations, dubs, Trusts, or Bosresy Unils, when Lhe parposes of the loan
ere ln live with Councl's strategic obyertves

Council is net allowed to guarsntae loans ta Coundil- contealled srading Ovrganisations under
Saction 67 of the Local Government Act

Pl [HPEM Heterence] VIO /iDate of this versan] Fape 150651
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Council will ensure that sufficent funds o hines of credit past o meet amounts guarantsed
Guarantsas aven wil net excesd any amaunt agreed by Counal o0 an approgriate Councll
Committes n aggragate or attached 10 & property

3.6. New Zezland Local Government Funding Agency Limited Investment
Despite pripthing euclies o this Ushility Management Policy, the Counchl may borrow from th
oy Snal ipdt- L Lepvnitiass b g Agsse s —smibed-(\GFA| ond, n connnction with that
bocrowing, may enter inta the ‘olicwing related trantactions 10 the extent it cansiders necessary
o desrable

" Contribute a portion of its borowing back 1o (he LGFA as an eouty contnbution to Ihe
LGFA;

b, Provide guarantees of the ndeblodnets of ather locs authoritiss 1o 1ha LOFA and of the

Woabtadness of the LGEA tself,

Commit ta contrbuting add tonsl equity (00 subiordimeled debit) 1o the LGEA I reguired;

Subscribe for shares and uncalled captal m the LSFA, and

e Seture s becrowing from thie LGFA sod the perfarmarce of other abigstant to the | GFA
of ks credtors with o chiege over the Councl’s rates ehd rates reveaue

=N

INVESTMENT POLICY AND LIMITS
£1. General Policy

Ay Courcil 1s a net borrower of funds and spphes surgius funds 20 ot repaymer. vesiments
are only maintaned 1o meet specifed buslness reasons. Such reasors can be

. For stratogic purposes conmsient with the Council's lang term stratege plan

. The retentian of vesied land

. Holding short teem lervestments far warking capetal and legpdity rsgquirements

. Holdeg irvestments 1AL are nacessaty 16 carry aut the Coundl’s operatans consictont
with arauel leng term plans, 1o imolement strategic intatives or 10 fupport inter
geanratoral sllocations

Pre-Tunding forecast caoita! eapendcure.

To redice he carrert 12lepayer burden

Holding assets [such as property) for commerclal retums

Provige ready cash in tha event of a natura’ cisaster. The use of which s intendod 10 bridge
the gap octween the disasterand the reinstatement of narmal Incomp streams and assets
(Intfuding nsurance recoveres)

Tha Count il recognises that os 3 respaniible public suthority sny investrments that it does hold
should be low rigk, It also recognises that lower rigk ganerally moans lower returns

The Council does not hold inenclsl inyest ments othes than thos Involving spec | funcy, sinking
tunds and casn management balences. In (L financial investment actity, the Coundll’s animary
vbjective when investing 1s the protecton of its avestment  Accordirgly, anly trede worthy
countarparties are accaptanlo

4.2, Investment Mix

The Counc! muintams investments in the following assots from time to time
- Equity avestments and advances

Rt [N Relarence] V1 0/ Date of ths version) Fage 1bof 51
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e Property lnvesiments including vender “nancing through deferred papment icences
. Ffinancal investmeants incorporsting longer torm and liquidity invastmants
. Farestry kivestmenis

Council neads to take Into consideration its obligstions end dulies to the community when
making investment decisions. Counol’s investment decisons are guided by the goals and
objectives of the Councl as exprassed in the Long Term Plan [LT9) and Annual Plan and aro ot
ade purely on commercal considerstions.

4.2.1. Acgussition of New Investments

New irwestments will be scquired to meet the Councl’s lang term oBjectives including the
divarsfication of Council Income streams, This may Include the purchase of land o equity
Invastmeats that the Councll considers appropriate to meet an icentified current or future need,
Sudject to the fimits in the Council's significance pclicy the Councll may invest in & new
investment that is Zentiffed and i not in the Long Term Plan 172} When purchasirg an
investment that is not provided foe in the LTP the Counol will dantify tha risis and berafits
asseciated with the parchase.

4,2.2.Use of Sale Proceeds

Ary praceeds from the sale of uwestmants lexcept for forestry assets) are used fisstly to repay
any debt related £o the invastrrent and then the use of any remaning funds will be determined
by Councl at the time of sa's, Preference is 10 Le given to either further debt reduction, the
purchase of investments or the (unding of caplal expanditure.

4.2.3, Equity Investments and Loan Advances

Inwvestments ‘ndude shareholdings in OCTOs and trading and service enterprises. Advances are
made to CCTOs and commanity organisations, such ai Trusts managieg Councd faziities for
finencmg purpases.

the CFO, reviows performance of thesa invastments and advances on a regular basis to ensure
strategic and economic objectives are baing achieved. Courcil erstres thatinterest snd principsl
repaymems are being made in sccordance with the loan agreement,

AL dridend and interest ncome is included in the conso/idated revenue account

Aay disposition of these nvestments, other than the repsyment of loans and advances requires
Councll approval,

4.2.4 Property Investments

Counci¥'s overall objective is to only own property that Is necessary to achleve fts stratagic
objectives. This inthudes praperty investment nat essential to tae delvery of relevant services,
#cquired to achiave commerclal returns 2nd to diversify Councll incame streams. Coundl revinws
proparty pavnership through assessing the Benefits of continued ownership in comperisan to
other arcangements which could dekver the sarme results. This assessment is based on the most
financially viable method of achieving the delivery of Council serdces. Council ganarally fallows
similar assesement critena in refation to new property Investmonts,

The CFO raviews the performance of proparty investments on & reguler basis and reports to the
Chied Exacutve on any underperforming asseis. Councl pertodically urdertakes o stratagic
review af its property investments.
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&1 income, Induding rantals and ground rent from properiy Ivestments is Included in the
consolicated revonue account,

Council appraves the sale of sroperty.

4,25, Other Property Inwestrments -Quarries

Councll also maintains quarries for the extraction of metel for roading. These ars held for their
sirategic importance in relation to the roading asset and they are leased to the roadng
mizintenance contractor who must poy the Council royalties Based on the quartity of metal
exlracted.

Al royalties are included in the consolidated revenue account.

Ay disposition of these assens requeres Council spproval.

426, Forestry lnvestments

Council s not In the bustress of investing in foresiry assets to be held asa long Lerm imvestment.
Council will only invest in forestry assets whore the Forest also serves another purpose suth &5
plantings assccisted with the joirt Landfill A specke fund 15 allccated to meet arausl
mairterance and cutting casts of the Landfil! forestry block.

Council approves the sale of foresiry. Sale proceeds of the Land il forestry block are to be used
far future fandfill Cevelopement and the Waste Fiotures project unkess atherwise suthorised by
Councl

4.2.7, Financial Invastmants

For 1he foreseeable future, the Councll wil have 2 pormanent net debt/borrowiag position and
will use flex‘ble short-tarm working capital money market funding lines. Accordingly, It does not
Rave any requirement to be In surplus cash, Cireumstances where Council may have surphus
funds other than for cash managemuent purposes are lisied below.

. Sperific Bequests & Donations
Any ¥gaid Investments must be restricted to a term that meets future cash flow projectioas.

Interest incame from finene | cvwestments i3 credited 10 gencral funds, excapt for iIrcome from
Investrnents for special funds and sinking funds whers intarest is trodited to the particular fund

The Courcl's primary objective when investing is The protection of i investment erd manmise
refurne:  Accordingly, only creditworthy counterparias are acceptable.  Credieworthy
counterpartas covered in section 5.3, Credit ratings arz monitorsd on a quartarly basis by the
M.

Councll Created and Other Reserves

Liguid essets will not be required to be held againit Council resarves (sometimes referred 1o as
“special funds”). Instead Councl should intereally utilise these funds

Thraugh adoating this Treasury Policy, Courxd supersedes sny previous Council resalutions
pertaining to the funding of specific Councll reserves

Fef: (HPRM Reterencel VIO / Date of ths version) Tage 1Sof oy
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Uinless the Councl speciically detarmines, by rmschution, thet mterest show'c be credited 10 »
s Bz reserve for o specified puracae. na interes shaill be credited 1o reservin

Where the Counc ' has decsrmined that interest chall be crecited 1o soeciic resesyes accounting
eniries resreseniting monthly imerest accrual alozations wil e mada using the rate prescriped
by the Councl I no mterest rate is prescribed the catulation shall bie oased o0 the average of
the 90 doy bank il bid rate and the 3 poar Gosernment Stack rate

4 2.8 New Zealand Local Government Funding Agency Umited Investmant

Despite anything oarber i this mvestment Polcy, the Council miy iveest o shares and othes
fnancal instrumants of the See bl “4 Seprren sttt LGFAY, i
may borow 10 fund that investmam

Thie Councll's DUpective it imaking 4ty Such wivestasent will be 1o

(2}  Ootaia 2 return on the imvestmens; arc
() Froure that the (CFA has sutficlent capital to hecome and remain vable, meanng that ¢
COMinbEs s a ource of debt Jnding Tor the Council,

Perause of ths dual oajective, the Courcll may insess in LGFA shares in orcumctances o which
the ratarn on that nvestment s potentially ‘ower than tho et 2 cowd schewe with
alterrative investments

Council may Invest in firsamoa! istrumort sy by the LEEA up 10 ¢ maximum of $50m

f rexguanr sl b connecton wdn the ivasstment, the Counal may aha subscnine for encalled caoial
0 the LGFA

RISK RECOGNITION/IDENTIFICATION/
MANAGEMENT

The dofinition and recogninion of mtecedt rate, laudity, Tuneing, Countssparty oedl, markse
aperational and legal rick of the Counc !t will be 25 detailed below and applies 1o Lotk the Labity
Vranagement wolicy and Investment polcy,

5.1. Interest Rate Risk

5.1.1 Risk Recognition

Intarest rate rivk Is the risk that funding costs due 10 adverse movemenrts in market meres)
rates) wel materlally exceed adopted sanuval plars end LT interest cosl proections, so 1 Lo
adyersely impact cost cantrol, Capetal snvestment decsions/etuensfand beasibilinies

The primary objective of Interest rate risk management 11 80 reduce uncartalnty to mterest rate
move=erts through Acag of funding casts  However, & secondary absct ve It 1o minmise the
net funoing costs for th Councd within scceptatle sk perameiers. Both objeriives are 1 be
achieved through the active managemant of underlyny mtere rale exposurss

Rl [HPRM Relerence| V1D /7 10ste of this version) Page 100151
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51.2 Approved Financlal Instruments
Juehng in interest rate products must be limited to financial Instruments approved by the
Council

Current approved (nterast rate Instruments are 25 follows
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Celegoty Insirument

Cash managemenrt and external Rank cwerdratt

vorromeg
COMMINIED Dy} sombrathonsme st bane arespion
1 TFCIITIOS shotas bot bas g incd wmmai 2emtns bivggie hegesrbpomnd
Urcommitted money marke: facilmies
dond 1zuance

| Commercial papier [CP]/Fomp b
Investments Short term bank deposits

Intenss rate risk management

waibee (ulle

Repeteisd Bend certificates of deposit [RCD'S)

Lpea' Authonty stock or State Owned Enterpras
(S0€) bonds

LGFA borrowet notes

Corporate bunds

Promissory netas/Commercial paper

Bank torm ooposts inked to pro funcing masuning
cobt up 1o 18 monthy

Fooward rate agreements - i

o bbb ey
Milaw b 2 4taowans b iuciing. -
L. P PU—- . abbibilehiill
P
s . b "
- "

B

P A 3 . " dp " oitbim ppral

e
Ao redum |
Inlerast rate aplicns e

ST VIS IE TIPSR RTINS IR P
saillass)
Nterest ratm SwWANTIONS (s s asesd vt sl
T PP PRI W

Any othor financial mstrumont must Bo specifaaly apnroved try the Council on a case-by case
basis mnd only be apphed 1a the one sngusr transaction being spprovec. Cradit exposuie o
Chersee [nnanasel Instruments i restricied by specfed counterparty credit limits

5.1.3 Interest Rate Risk Control Lmits

Externad Core Debit/Borrowings

The Countil extesnal core dedl/borrowngs must be within the foliowing foed Micating intarest
rate ik contral mit [ealeutated an a rolling oty batn )

FIKOGFIQATING INTOr Rt HOTH HIEK CONMIE LIMAREine Ao Heoging _ %
Paresntsgee
Mivmum Fiaod Rate Mussmum Fixed Hate
< Yool AT, 00%
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& interest ratq OPLIonE muss ot Be 50'd cutright, Howewer, L | colar ophan sTracrures s
ollzwatic wharehy the 30ld option &5 matzhed precsaly by amount and maturty to the
simultaneousy puchased option ‘4 - 4

» . dheliipatndiite . b 3 i ]

fosedogp it ¥ S— -t -

. Purchased borrowes sivaptions matun g« withie 12 months

. Ittt rate oplons with o malurty dete beyond 12 months that kave a stoke rata
(exarose reta) Mghee tham 1 00% above the appropriats swap tate. cannat be rourted 4
part of the hixed rate cover percantage calzulation

- 5 b aiass 3 it 3 I a 4 v v—

B B | T prys |

i b ot o) wdud 1t

D L B L LB T L B B B N ] LT P )

Anyg Comit b Cebit o bt e swap beyord L yesns requires the approval from the Rl
otvdd-Awnlit-flizh 1) As3uIEnLe SUBTTITTINEICE. s sty dast

L L LRy,

st o cgomien | lab A ratling b 0 Diomid Bilamine sabie am o lanaiiten e
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Uguid bavestments

For the formsewabile futuie thee Councll will have & permanent net debit/bhorowing sostion sml
witl use Neable short-torm werking capital money market funding knes  Accordingly, i woslo
not have any recurement 1o he in & tern surplus cash situation

Thereture, outsice of e above mentioned exceotion, any lould irvestments must be rostrictac
102 term thal meels "uture covh flow peajections.

5.1.4 Council Resarves
Lguid assets wil not be reguered 1o be hald sguinst spectal furds, instead Councll wll
manage these funds wing irtorna! barrowng Gt tes

. Foregnlurrency =

The Cowncll has menor Toreign eschangn eposre Uwough the occasional purchase of farsign
excharge dsrominated sorvices, plant and equipment and the on-going purciwse of Thrary
borxs

Generally, al significant commutments for foreign ecchangs are hedged by the Councl
Sgnificant faretgn excnunge commitmaents are defmed s8¢ adividual currency amaunis exceeding
N2050,000,

.

The ‘ollavang fareign exchange nik marsgoment imtruments may be used for foregn axchange
rish maragement activity

*  Spotand Forward Eschange Contraces

o Purchane of foremgr exchiange oplans, and collsr type mstruments 11°1 only)

Incepandent extesnal advice would be seught befare tha use of such Instruments
= TheCaunc! shall nat Soerow or enter inta ncidertal arvacgements, within oc outside New
Zewhend, in currency Othet ther New 2esland currency,
= Contmgent Labiities

Wel [wPas Hoference] Y10/ (Date of this wrsion) Page 27 0151
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< Uniess the posobilty of an autfierw 1s remote, cantingert lishdities must be identifed and
reported within the Councll’s fnanc el siaterrents, Such Sebilivies will be valued besed on
an sccepten Basn, and such o valuution will be pronded for within the financial statements
= Contingent lakilives nclude but are rot miied 1o the following
. Staff Gratuities
. Guarsniees

5.1.5 Disaster Recovery

- Counc! recognisus that events of an unforasser or un-forecastad Pature may MIUL in
financial Joss to the Count' Such events are prosided for theough lndrewn commated
bonk facities

5.2. Lquidity Risk/Funding Risk

5.2.1 Rigk Recognition

Cash) Pow delicits m varous Tuture peniods hased on loay teee Toancal farecasts are rellant on
tro reasurity suructwre of fears and feciives Uguidity risk management focusas an the ability 13
perrow ot that Rture e 1o fund the gops Funding risk management centres on the abity ta

re-finance or rzise pew dett 3t 5 future Hme &g sl Ul cusenl b o o gsbe s
L L B B L R B e (o Lo SRS TP PYTY LIV STRUT S Weseer SRR S [T B
A e b ¥ b el i L LeAs Gt Al 1D G a0
B e LT pvewyren Wi s T PR (TS 44 (R TR SN I

. on ad e =L a1E b b grtmaad foe @ dupbern S tiid o0t prets bt

. 44 bt e ot b e ahmbmr e olin drees 410

1 | A

. e o e T I ]t L P e
did S ST S TV P Y IS,
ity e e e

. [ TIO 4 - v S bttt oo bpmant
e e O

- R e T AL L L T B T I

A key factor of funding riak maragement is to yprand ardl contrnl the ek to ecice the
conoentration of 1k at one paint n time seabislobanyal e show sl taoom. Shi v
D4 8 b P Crmoh on O I 0y Pt e (e M st e b e g et el o e b

g i asbighih i,

5.2.2 Liquidity/Funging Risk Control Limits

. The Couned must sporove all rew loans and borrowing facities,

. Alternatve furding recharsom sich o4 leasing should be evaluated wih firanclal anaiysis
0 conznetan with treditional or-balarce shest funding  The evaluation sheuld ke Inte
corsideration, ownerslyp, tedemption value and elfectne cost of funds.

. Uquid funds, —sst-committed Bark oo speul ke fachties mat be mamtaned o1 g
A @ b dtesinge b 110%- BV b ewbang gt [or et externa) debtlcvels
aPt e sl P e

- Troasury proswes daily and weeky cash management reportng, together wih manthly
(rolkeg 12 month forecast) and sonusl cash/debt forecastng and that long tevm dokbt
forecasts out to ter yRars ara made avalable
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. The CFO has the discretionary suthonty to re-finance exsting dobt on more favourable
terms. Such action isto be ratified and agproved by the Courcil at the esrilest opportunity

. Council has the abllity to pre-fund up to 18 months forecast debt requirements induding
re-Tfimancings providiag there is 2 high level of confidence in the forecast debt levels

. The matunty profic of the total committed funding In respect to al foans and comimutted
facitles, is to be controlied by the following system:

Rel: [HPAM Raference] VI0/(0ate of thz verzan] Page 25 0F 51
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LERIT

PPV Ty

83 gaars oy

GPEPRPrPN o o
gt |r wred ety presa il et v s vae e v baniitn, Jib

b Pirre adoglipon canionic - o 10 iy S INE de

1o mimres concentration risk b dbds imnse dhul ro mote than the greater of NZD 100
milien or 33% of & counc's borrowings fesdbe A will muature in any (ol 12-month

petiod

5.4, Counterparty Credit Risk

Caunterparty credit nise s the rek of losves (real sed ar uresalised) anisng lrom e comtenarty
Geluciting on w finencial ‘ntrument where the Coancd is 3 party. The cradit rsk to the Cowncll
0 defaull event wil be waghted diflerently depending on the type of instrument ertersd nta.
Crodie riss will be reguarly reviewed Oy the Calmcil  Troasiry refated trarsactions woulkd onby be
entered inte with organctations spoc fzally apae oved by the Councd

-Tum-'e-uun 5 and Lmdts con ooty be spproved on the bass of lorg-tesm crea it ratings | voaneud
p LB o mguivalent Foch or Moody's) being A- 2nd above

wmh shoud be spreed amonpt @ number of counterpartian 12 avald concentratars of credit

cxnonare.

The tollawing matrix guade will determinge lmits fwith the ssceptan of exte mally managed huneds
which siw gaverned by the spprogriete S0}

Counte pary/ M Investirenls Irder=strate Trtal maimue
L long term AR ey (UL oy

credi Zourter ety Faagrirert CoOveTpany

Taing - ) Instrumant bm)

At ane 3T per

Foteible counterparty

134

NI Government WA Lniorited nane unimited
1o Savwnvment s ol Nerw o0
Murding Ag=ncy
Mals Ownd A 50 none 50
Encetrises fname]
NI Regpietared 3ars A- S0 o 3Qq
Coeporate Bondy < a0 o 0

OCw Gowe tnmer Ee Uf cated] “oce 10

Jtocs Unrated rore 0

¢ Sudecttoa masieun of S5.0en Ereetnend In oo o stedsen 2 itised Esndy ot ane ane peint ia
Ly

4% Suspect to a masirmarn of $15.0m evesimens » Locst Sovarmment s1ock at 3y P2 e Bme
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In determining the ussae of the above gross limits, the following procuct weightings will be used:
*  Irvestmens {e.g. Bark Deposits] ~ Transaction Notonal @ Welghting 100%.
* Interwst fate Risk Manageman: {e g swaps, FRAs) = Transsction National @
Maturity [yesrs| @ 3%.
Each transaction should be enlered into & repoet'ng spreadsheet and o monthly report prepared
to show 3ssessed counterparty actual exposura vorsus imits
Credit ratings shauwld be reviewed by the ACE on an engolng basls ard Ja the event of material
credit downgrades, below the minemum long term credi rating, Uie Investment will cease, Future
Investments assessed ageinst exposure limits. Counterparties exceeding fmils should te
reported to the Councll,

5.4, Risk Management

To svoid undue corcentration of exposutes, a2 range of financlal Instruments must be used with
s wide a range of counterparties as practical. The 2pproval pracess to allow the use of indjvidual
fnarcial nstruments must taka into account the Nquidity of the market the instrument |s traded
inand repriced from.

5.5. Operational Risk
Operational risk Is the risk of foss as a rasult of human erroe (or fraud), systom fallares ard
Iradeguate procadures and controls.

Operationg! rick is very relevant when dealing with finencial instruments given that:

e Financial instruments may not be fully understeed.

*  Toomuch rellance is often placed on the speciatised skills of one or two people.

s Mast treasury Instruments are executed over the phore o 2 mail.

*  Operationa! risk is minimised through the adoption of all requiraments of this solicy

5.5.1 Dealing Authorities and Limits

Transactians wil only be executed by thosa persans and within Emits approved by the Council,
Thesn brmits ars detalled in the schadule of delegated authorities table In section 2 4 of this
pollcy.

5.5.2 Segregation of Duties

Adequate segregation of dutes among the <ore borrowing and investment functions of ceal
execution, confirmation, setsling ard ingfreporting. There are 2 smoll numaer of peop'e
imvolved in beerowng and investrent activity. Accordingly, strict ssgregation of duties is not
siways achievable. The rig’ will be mirimised by the following process:

5.5.3 Procadures

All treasury products must be recorded and diarised on a spreadshoct system, with approgriate
controls and chacks over journal entries into the general ledger. Deal capture and reporting must
be done Wnmedictely following execulion/confirmation, Deta®s of procedures Including
lemplates of deal lickels shouid be compiied i 3 treasury procedures manusl soparate to this
pelicy. The Council shouid capture the percentage of deals trensacted with benks ta determine
cempasitiveness and recondle the summary to the Councll records.

Procedures should Inckide:

. Regular manzgement reporting

Rl THPRM Wcference) VIO / {Uste of this version] Page 17081
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o Regular risk essessment, Incleding review of procedures and controls 35 cirectad by the
commiltee
e Organisstional, systems, procedural and reconcilletion controls Lo ensure;
- Allborrowing and investment activity is dona fde and properly suthcrised
~  Checks @re n place o ensure the Countl's accounts and records ere updated
premptly, accurately and completely
+ Al outstanding transactions are revalued regularly and indeaendently of the
execution function to ansure accurale reporting and actounting of outstencing
&xposures 3nd hedging activity

5.5.4 Organisational Controls
. The CFO has resporsibillity for establishing appropriste structures, precedures and
cenlrols to support borrowing and investment actidty.

. All borrowing, In WL, cash germent snd risk gement activity is undartaken
in accordarce with spproved delegations aulhorised dy the Counsil,

5.5.5 Cheque/Electronc Bankirg Sgnatories
. Fositions approved by the CEQ a3 per repster
- Oual s'gnatures are requized for all chagues and electronic transfors

5.5.6 Authorised Personnel

- ANl counterparties are provided with a list of personnel approved to undortake
ranssctions, standard sestlemert instructicns and detalls of personnel able to reteive
confirmations.

5.5.7 Recording of Deals

- Al deals are recorded on proparly formatted deal tickets by the FOM and appravad by the
CFO. Market quotas for dea's [other than cash management transactions) are perusad by
the FOM before the transaction IS executed. Caal summary records for borrowing (oo tha
Debt Maneg 't System) s interest wote risk manggoment and casa
maragement transections [on spresdsheets] are maintamed and updated proemptiy
fallowing completion of transaction.

5.3.8 Confirmations

. All inward letter confirmaticns including registry confiemations are recsived and checked
by the MSF against completed deal tickets and summary spreadshests records (o ensure
accuracy,

- Deals, once confmmned, ase filed [deal ticceet and attached confirmation) (a daal
date/number order
Any dacreparcies arising during desl confirmation checks which requae 2mendment te
the Councll recards are signed off by the CEO.

Settlerent

- The majority of borrowing ard Invastment payments are setthed by direcs debit authority.
For electroniz payments, batchas are ot up elactronically by Accounts Fayeble and the
2ank Managoment Dfficer, These baiches are chacked by an Accountant t0 ensure
settlernant details are correct.  Payment detsils are authodsed by two approved
signatories as per Council registers,

Recongiliatians

Fel [HPRM Referanca) VL0 / [Dele of This varsion) Page 2804 51
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- Bank reconciliations are performad monthly by the Bank Managemant Officar. Any
material unresoived unreconciled items arizing urmng bank statemart racancilation
which require acmendment ta the Councl's records are sgned off by the CEO.

- A monthly raconcikation of borrowing and investment spreadsheets to the general ledger
Is carried out by the M5Fand reviewed by the 7C,

5.6. Legal Risk

56.1-Legel and regulotory fisks redote o the unenfarceability of o transaction due to an
organisation not having the legal capacity of power ta enter into the transacton usually becsuse
of prohbitions cortained nlegislation. \While lega’ risks are more relevant for banks, the Councll
may be yxposed Lo such risks, In the gvant Lhat the Coursil is unable to enforce its rights due to
deficient or inaccurste documentation,

Tho Councll will seok to mimimiso thés risk by adopting policy regarding:

. The use of stancing dealing and s=tlement instruzbions (incuding bank accounts,
authorisad persons, standard deaf confirmations, contacts for disputed transactions) to ke
sent 10 counlerparties.

. The matching of third party canfirr and the immediate folow-up of anomalies.

. The use of expert advica for any roa-standasdisad transactions

5.6.13 Agreements

Financial instrumaents can anly be antered into with banks that have in place an executed (504
Maiter Agreement with the Councll. All SDA Master Agreements for financis! Instruments must
e signed under sewl by the Councl.

The Council's internalfappainted legal counsel must sign off oa all docunentation foe new loen
berrowings, ro-fi gs and | stroctures

Currenily the Council bas, S0A agreements with the lolowing banks:
Westpac Banking Corporation NZ Lad

Australia and New Zealand Ranking Group

ASB Bank Limited

Bank af New Zeskand

Kiwibank

5.6.3 Financial Covenants and Cehar Obligations
The Council must nol enter inlo any transactions where it wauld cause a breach of firancial
coverants urder existing cantractual arrangements,

The Counell must comply with sll obligations and reporling requiremants under existing furding
facilites and legislative reguirements,

The Council must maintaia 3 regster of tharges relsting to ary comminment which is specifically
relating to any asset

Acf: |HPRM Reference] V1.0 /[Date of this version] Page 250151
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6. MEASURING TREASURY PERFORMANCE

11 ordes to determine the success of the Souncil's trenuey management furscton, the lollewing
benchmarks and ppeformance maasures have been prescribed.

Those performance megwres et piovide o direct imeasime of he per foemance of Lea sy stall
[cperatonal performanca and maragoment of debst and nterost rata rak) are 1o be reported ta
tha torminittee on 4 monthly basis,

6.1. Operational Performance
Al treasury limits must be compled with induding {but not mated to] courterparty cred it brmits,
cealing limits and exoosure limits,

AR treasury deadlinos aco 1o be mat, inchuding reposing eoadines

6 2. Management of Debt and Interest Rate Risk
The actual funding east for the Couwncll ftaung 1m0 corsiderstion (| ewmessd entering into o
mtorest fate rikk management trantactions: should be below the budgeted mitersst coat. When
hudgeting focecast interest costs, the actia’ physical poston of sxsting ‘osns and swaps /
swaptions / FAs must be incorporated togethar with sll fees

Since senor managament Is granted discration by the Coundl to manage debit and Interest 1ate
aganat ar apprapiate external benckmark ieterest rate that assumes & tiss routral position
within existing poley. «haskes i this reapect, x osk aeutta’ DOSITION b bt s aiways prou sisly
ot the mad-peirt of tve minimum and maximum paccertage cont'ol hmas speclied withn the
poilcy

Gaven current fea/Maatieg risk cantrol limits and head rate matueity profile b its s def ned o
Section 5.1 3 of this palicy, the masket benthmark (composte) indicator tate wil be calculutmd
s [ollows

. 35 Avecanw 30 day Wil rele 100 repotting eoorth,
-

g Lyrar swap 1ate ot end of reaoiteng svonth
-, 3 YPaT WWRE 1AM, 7 yNAT AR0
Suvar vwap rate ot el o reoot i month

S pror swap rale S et apo
X It | J U,

N T y=at wwap tale 2l ood g month

Fosar swep tate, T years ade

The actudl reporung benchmdrk u the 13 montt roling sverage of the menthly caloulated
beaghearks ysng the slicee Qiranetars Thisiicoranted to actual gt of hivds, eaciusiirg 4]
adie wacgins and ‘oes
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CASH MANAGEMENT

The FOM has the responubiity 1o canty out Ui dey-to-doy cash ard shott-term debt
managemaent scunvities

The FOM will catrulate and mainta n cowprehentve cash Maw peojactions on a daily [twa
wiear forward), and weekly (foar weeks Torward), monthly (L2 momhe forward] and
annual {fve years) beus. These cash flow farecasts deiermne Council’s borrowing
recurements and warpluses for mvestmont

On & daily basis, electronkzally desenioad 38 the Comel haak sccount informelion .

Co-ardinate the Courcil's oporating umis 1o determne daly cash nflows and cutiows
with tho objoctive of maraging the cath postian within approved garameters

Urdertake snort torm borrewieg functans as requaed, maimiung overdraft costs

Dnsimmyg efMomnt cashy rmanageioent 1 pugh mprovemsent 1o sccunate foracasing Lsing
spreadsheet maedeling

Minienise ‘ees and bank/Covernment charges Sy optmemng bank accountfacity
struciurss

Maoritor the Councs ysage of cosh advarce facities
Match fiture cash faws (o smoots overall timeine

Pravide reports detalling actus cash Pows dwing the month tompered with thase

budgeted

Masimise the return from avallable funds by ensurng significant payments are made
within the vancor's paymeant 18rms, but no eariier than required, unlessthere ie a finarcis
zencltt from doing 5.

The FOM will calonlate snt msntam canh Haw pecjections manthly [twebee months Torwaerd] ano
annual [five pesrs] base

Aot [HFRM Relererae] VIO 7 [Date of this veriion] Page 31 6751
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8. REPORTING — PERFORMANCE

MEASUREMENT

When budgeting lorecast intrrest coste the actual physcal posiion of editng lbans and

WA EWAPLIONUF RAS Must be incoraora

8.1. Treasury Reporting
8.1.1 Reporting

The lallowing repaorts are produced

Eeoort Name
Daily Cash Position

Treawry Daceptione
Report

Risk Managerent
perlormance

Pelicy Campiance
nieresl fale esposie
ropert

Cust of furds & funding
fachity report

Cash Now forscast repart

Summary Treasury Report

Ouiarterly Treasury
Strategy Faper

Lot Repont

Dbt Matunty

Prolle

Pevaliuation of financial
irsliuments

red

Frequency
Daily

Juily
Chaarterny
Cuartetly
Caartedy
Caarterdy
tAonthiy

Qularterly

Querterly

Daly,
reporied on
N exception
Dl
Quarterly

Quarterly

Cuartetly

MSF

Prepared RO E

0

(8 20)

g

o0

CFO

FOM/MSE CFO

= Courl
FOM/MS
sy ceo
Pk aond ddid
Risk ang
[S33] AZTgrae
Sabecommittor
CE0)
O =0
Counal
CHO Coured
MS7 o

Quarterly the RASC approves borrowing, investmens and rak maragement sirateges ang

tevews the procedng Guariers results emendirg  aoproprate

zctics for tha followsng quarter

e agreed with opernting guidelines and pravided to the CFO for amplementatan. The CF0 s
responsdie for preparing the agenda ‘o the quarerly meeting as well as documenting the

actions reqpured by the committee
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8.7, Valuation of Treasury Instruments

Council uses financiz| arranperants |“denvativay®) for the primary puracse of reducing its
fHinancial ek to fuctuations i Interest rates The purpase of this sectar s to articidate Cauncl's
accaunting trestment of derivatives in a broed seme. Turther detail af accounting treatment iy
cottielned within (he sppropsiele operations a=d procedures manuel

Unider New Zesland Pubdic 3anefit Fntity {FRS) mtormational Public Sector Accountiag Standards
(IPSAS] cmanges in tae fair value of derivatives go through the Inconw Stitemwert of
Comprebentive Revenue and Expenditure unless dedivatives are desigrated in an stective hedge
relatonyiip

Courcil's poncgel objective s 1o acively marage the Council's mtetest rate nshs withn
approved hmits and chootss not 10 hedge account Courdl acesats that the marked Te-marces
Wins and lostes an the revakiaton of dervaives can create sotentiel valatility 'a Councl's
anmial accourts

The CTOis responsbile lor advlsng the CEO af any charges 1o relevant New Zealand Pubic Sectar
PRE Stancards which may result in a change 1o the accounting treziment of any firancial
derivotive produss

All treasury Sinancial agteaments wist be revaluad (marked-tomanet) ot ket every thres
MONtIs F0r 5 Management purposes,

Note: for management sccounting purpases, inaroal insryments wed ‘or hadging will rat be
matked to market but will be shown in the anmual statutory sccounts

Ungeriying 1etes 1o be used 10 vadue reawury instruments are a4 107w

. Officiy | davly settioment orices for estabilished marvers

- Ofca ! by market rates for short teon Wessury mstruments lo.g, 118 settloment ates
valculated Ly Reaters lrom prcs maker quotations ey displeyed on the BEBN page)

. Relevant matset ind rates provded by the compary's Bankeos af the end of Pw business
day 15 00pm) for other overthe-countes Weaiury imstruments,

. Far markets that are llquie, o0 wheve mrket peces are not read ly availalde, 15tes
calculated i accordence with pracedures approwa by the CFO

POLICY REVIEW

This Treasury Policy 1s 1o be furmally revewed on an annual bes,
The CFO has the responsibility to prepara an annual treasury report {follawing the arsparatian
of aneusl finarcal statements) that s preserted 1o the Committee. The report wil include

. Recemmend, 05 10 any proposed chenges, del anvd adoimans to the policy.
Ay amandment to this poloy requires the adootion of the ipecial consultative
procedures as cati ned i the Lacal Goyermmaent Act J002
o Overview of the troesary management function m achisving the stated
treasury objectives, Iciuding performance trends In actusl mierest cost
agasnst budgget [muiltl year comparisans)
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* Summary of bresches of policy and ons-off approvals outside polcy ta
highlight areas ¢ pollcy tension

o Anaiysis of bank and lender sarvica provisien, share af finandal Instrument
transactions esc.

o Comments and recornmendations froen the Council's external suditers on the
traasury funcilon, particularly Internal contzols, sccounting treatment and
repocting

o Anennual sudit of the tressery systems and precedures must be undertaken.

o Total net cebt servicing costs ard debt shou'd not excesd limits specilied In
the coveaants of kenders to the Council

-

The Courci! recewes the report, approves policy changes for consultation with the commumty

| andfor refact racommendations for policy changes,
The polcy review must be comaleted snd presented to the Councll within five months of the
financlol year-end
m—— fiel’ [APAM Haference] VL0 /[Oite of tuswersion] 7 Pape340ls1
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APPENDIX | - DEFINITION OF FINANCIAL
INSTRUMENTS

Ferward Rate Agreements (FRAS)

Definition

Aforward rate agreement ("FRA LA syrdbetic cordract between two pacthes nwhch une party agrees
10 pay 10 the ather an sgreed intarest (ate on 4 notionsl anncos gmount, for » "esl period of Unse,
commencng on a specifc date In the future [reniement ¢ate),

A borrownrs FRA provides arotection agairst neag interest rates whnreas an investor FRA provices
protecrion agninae faling rates

FRAs st availuble from any soecific date but cortiact periods are geners iy quated fior S0-day periods,
FRAs are uscally referred to by the number of calendar moniks from the curreat month Lo the
setloment date sgamst the number af moaths fram the cureent moeth to the metirity date. Far
oxarmple, 3 = month derrowang rate in 4 moothe time would be quoted ana 4 agane 7 FA 4 x 1 FRA)

FRéas are valued (end sectlud) on the refevant TIA settement rates sawn on the feuters 3K8M page
wech morming st 1045sm.  FRA settement tates are telculated from the 7 Back 31l price maley
bedfalfer quatations seavded 1o Keuters ot 1030 am. The setthoment rate s the average madrate of
the quatas after exciuding tw highest ard lowart quates,

Characterstics

- FRAs wre generally used Lo hetge shot L-letm exposules.

- Hecaun the transact.on s synthetls, na movermenrt of pring aal amounts |5 necarsary,

. On satslement date, only the net settlement amount reprasenting peoft or 0se Changes Yanos,
thergbye reguiring memirnz | Lilisation of credit bres,

- A FRA con bw cosed out wt eny bme Dy Lakieg an 0ppos (o FRA with the same setement date

. FIAS attract no deposit regulrements, macgn calls of brokerage faes,

. FRAS car be customissd accoeding to Ind vidus! requiremants in teome of amount, maturity
settferment dote ane coumarparty

. FlAs are of-balance shest transactions with credit thik Smited to the Irteres: rate vatistion over
the teem of the | KA.

Recommended Usage
FRAs sheud be used where the Courcil hes a view 0n interest rate trends that may advarsely affect
futire bormowing rates.

They are ideuly wited for the 'clowing spplications

. Whote pncertalnty pssts coming up to a rallower date for teom borrow ngs, buyrg & bonoae
FRA wil pflectively "Tock in® a rate over a pre-detnrmined pedod of time

. Whare acdtonal funding is required and 4 15 anticiaated that intarest rates will tse, Buying a
hormower FRA will *lock 0" a rate taday ara noutralisa the offoct of intarest rate Incroases

Example

Rel: [HPRM Ralerence] V1.0 /[Dote of ths verson] Page 35 of 52
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The Countil wishes 10 borrow odditonat funds of $2 milion in @ month's time for 50-days. It i concerned
wbout the effect on lnuterest rotes of o Reserve Bonk stal to be o this week.

The Counchl decides to hedige the amount by pwehasing o 1 x & borrower FRA for £2 millon (with o
seltlement date of ane month hence and o maturkty date of four menths hence). The careed FRA rote
16 5.20%. Note: current 90-day rotes are 5.00%

In ane month’s teme, 90-doy rotes hove nsen by 40 bosis points with the rote now 5.40%. The 3 monlly
FRA sottiemnent rate per BKEM page i 5 40%.

The Councd receives §1,000 for the FRA settiement ond Eorrows the $2 millon ot o rare of S.40%. The
effective borrowing rate ts 5.20% Ae. the Counall barrows of the rate they budgered for.

Interest Rate Swaps

Definition

A0 Interest rate swap s an agreemeant batweas two parties Lo sxchange inlerest payments at regu’ar
Imtervals over a perod of tme based on a notional princips! smount. Generally, one party wil pey
Imlerest at 2 fived rate while the other will pay interest at a ficating rate.

Uko FRAs, the iniervals batween swap paymants can be for any specified pericd [and the float'ag period
naad not be the same as the faed pericd]. However, the period between payments will generally be
S0-days, The floating rate is set at the beginning of each swap period and will normally be a speci fied
margir. over the 3 imonth rate shown on the Reuters BKEM page on tha day (much the same as the
settiement of the Council's 90-day Banx 38 role from its bank .enders).

The swap agreement Is 3 separate aapar contract, the physizal debt remains unchanges,

ATpeyers” swap, a8 its name suggests, allows o corporate borrower to swag its underlying intesest rale
exposures [7oem a florting 10 fixed basls 10 protect 3gainst ring Intersst rates.

For the owposes of the Coune'l, the courterpartics to all swaps will be banks, The Councll's cradit rak
will atways be with she bank and vica-versa,

The following diagrarm @llustrates payment fows for each swap perod ‘o an interest rate swap (from
the point of view of a carporate borrower who hae 3n underiying floating exposuse and who withes 1o
fix it

Hlustration Swap
The aperation of a swap is determined by the underlying swap confirmation, This will define the swap
periods, the flxed \nterest rata and tha floating rate as appropriate.

P faed raie on
mm‘w L,
THE mm:} Swep Sank
Racelves 3 month Bank 8
gl
8is | Loan
* x% margn !
Lender
Bel: [HPRM Reforerce) V1.0 /[Date of this verilon) ; Page36ofsl
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The variatians of an Interest rate swop include the folowing:

Forward starl sweps. A swap that has a future start date. Often used 1o hedge future debt
drawdowns In anticipation of 2 rles In interast rates.

Amontisng swaps: A swap where the rotional arincipal reduces on a straight-line basis over the
Uife of e swap. Such swaps are useful in hedgiag tee funding of deareciating assets especiall
when the lcans require regular principal repayments during thelr (ife,

Arrearsreset swap: A swapwhere the flosting rate is set 3 couple of dayy prior to paymen: rather
thar 3t the beginning of the iatecest perlod.

Basis swap: A foating/faering swap whare both parties axchange intérest payments based on
diiferent floating rate indexes Le. the Counch could pey Interest on @ meathly basis ageinst
receving interest on a quarterly basis.

Zoro coupon swap: Aswapwhare the fived payer only makes one lump sum peyment on maturity
rather than rogular payments threeghout the iife of the swap (the foating payer contmues to
pay as acemal),

Characteristics

Swaps wi!l typ'cally caver a pertad In excess of one year.  Maturitlos of iess than one year
ganerally use FRAS.

Because she transacton |s synthetic, no exchange of principal amounts is necessary

On each settiement date, only the net setdement amount representing the inserest differential
changes hands.

Swap agreemants may allow early tormination. This would normaRy require settlement of the
ret present value of 3l futare cash flows besed an the current markst settiement rates,

A swsp can be closed out 5t any tima by 1aking an opgosita swap podtion with the ame
settlement perfods [reforred to a5 3 revarse swap) or by assigning the abligations under the swan
to o different coantergarty where the swap agreement permits (which weule require a lump sum
payment of the value of the swap 1o the appropriste counterparty),

Swaps attract no deposis requirements, margin calls or brokerage fees,

Swaps zan te customrised according to Individual requiramaents | &, tha Council can perfectly maiar
Interest payment dates to match those of underlying loan advances.

Swaps are off-balance sheet transactions.

Swaps are governed by comarahansive agreemeants calied SDA catumants,

Recommended Usage
Payer swaps should be used where the Council has & view on interest rate trends thist may adversely
alfect future Borrowlng rates.

They are ideally suited fo- the lollowing applications:

Where uncertanty exists on medium to long-term Interest rates and the mnpact thes will have on
term loans, entering inta a swap will effectwvely “lack in” 2 rate for the ent7o torm of the swap
Where addtional core furcing is required and #t is anticpated that Interest retes will rise,
entering into a payers swap will "lock 17" a rate taday and neutralise the effect of mierest rate
Increases.

When i1is widaly forecast that S0-day Bank B rates will rise and average above carrent 15 year
fixed swap rates over the term,

Example

The Cowncil hos a new bharrowing of $5 millan wader @ revolwng credit faciity that is rolfed every 52
days. There iz widespreod concern that rates vill be considesably higher in the aext sty months ond that
this vall mast ikely comtinue for the folloving 12 to 18 months.

Ral: [HPRM Rlafarence] V1.0/ [Date af this version] Fage 370f51
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The Councll decides to hedge by entering imla ¢ 3 year, 5§ milion payers swop (with settlament

dates colnciding with roiover dutes for the underlying bovrowings). The I-wcor swop rote /s

7.20%.

. The Counchl poys feed interest at 7.20%.

. The Coundil receives fiooting interest ot 5.50% {casuming current 50-day Saok B\ rore) for
the first ssttlernent dote fin 90-doys).

. The Council recaives flooting interest ot the 20-doy Bank BN rores for coch subscquent
interest panod (this rot= being set on the first day of coch interest peviod).

n theee manths time [on the first rolffiever dore), 20-doy Bank Bilf rates hove risen by 100 bosis
points fassumption) with the 0-day Bonk Bl role now 6.50%. The swap footing rote cesh flow

s acconilingly set at 6.50% for the second rall period,
Interest rate colcwations for the first roll pedod
. THE COUNCIL pays 55 milion x 7.20% x 90/365 = 588, 767.12
*  THE COUNCIL receives 85 milian x 6.50% x 90/365 » S80,1386.99
. The Councll pays net difference = §8630.12
The Councll s meonwhile paying Ms lenders S0-doy Sonk Bills plus 0.25% therefore, the full cost
of funds =
5,000,000 x Bank Gals (6.50% ) x S0/365 = S5 80,1568%
Plus 5,600,000 x 0.25% margin x 80/3GS = 308218
Flus nct difference of swop payments = §.630.13

$91.54931

Effective annualised cost of funds = 7.45% (7. 20%{ixed role +0.25% con morgin]

Interest Rate Options

Definition

An interest rate option proddes protection against sdverse future irtaress rate movements whika stil
allowing some banefit whare rstas move favourably

The buyer (Foidae] has the right [but is not obligated) 10 exercise the option should rates be ‘avourable
whereas the selles |grantor) has na rights bud is obligated to pay cash to the buyar where the option Is
exsrcizad, The buyer pays 3 premium to she solier en the exccution of the option, As the buyer can ‘et
an optian expire warthless where rates are uafavourable, the premiom s the madmue loss that the
buyer will Incur and conversely the maximum profid the seller will raceive. in other words, the buyar of
an option has limited lass potential while unlimited profit potential. The seller on the other hand has
limitad profit potentiai while having unfirited loss potentil.

Caps and Floors

A Tleor” arovides the buyer protection agaimst falling interest rates wheress an interest rate “cap”
provides protection against rising interest rates. A Noor might be wsed by an wnvestor to establish a
minimum rate on flosting rate deposits and 2 cap might be wsed by a corparate dorrower who wanted
1o set a maximun furding este for bosrowings. The foor and cap levels will sometimes be referred to
as tha strike rate, strike price or exercise price {consistent with other optlon products).

el [SPAS Felerence] V1B 7 0ate of This version) Page 380! 51
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Swaptions

Swaptions are an option to entar into a pro-determined swap contract. Dptions are said 1o be “in the
maney” st a given point In tme where the stoks rate k more advantageatss to the buyer of the option
than the corresponding Bank Bill rate. Conversely, optionsarg sa# to be “out of the maney” where the
strike rate is less advantageous to the buyer of the option the the cotresponding Bank Bill rate. Where
the strike rate and the corrasponding 8aak 3ill rale are the same, uptions 2re said 1o be “stthe money”.

intersst rate options that e exercised on maturity are cash-s=ttled with the ssttlement amoent
payable 10 tha buyer. As the underlying instrument is not physically deiered, It will still be necessary
“or the Duyer to borrow or invest funds at current market rates. However, the settiement of the option
(If sxercsac) will partiaily cifset the rate obsalned.

The cost of an option (premium) & genecally calculsted using technical mathematicsl models based on
legnormal probablity distributions. While many cption pricing models exist, the mast widely used is
tive Biack & Scholes model,

Thic modal uses the follow.ng variables in determining the option price:

Time ta maturity of the cotion.

Unideriying Bank Bill {current and foeward Bank 3ill rates),
Strika rate.

valatifty ef the underiying 3ank Bill market

Cleatly sn option that has a kong time 1o matusity will be mare expansive than cne that has & shert term
10 maturity. This poction of the cost s often described as the time decay effect. Also, an oplon that is
"in Uhe money” will be more expensive than one thet s “out of the money” (15 measured by the
difference between she stike rate and she underlying Bank Bl rate). Fimally, tha more voletlia the
underbying market 's, the more egpensive the option, As will be evident, oatians are considerably more
complicated to price and vahue than forwerd-based products. However, options are much mare flexitle
with the strike rate able 1o be chosen to sult individual réquirements

One of the major benedits of options 5 that with so many varables alfecting the pricing, combinations
of flaors and caps at different strive rates can allow vary uffective risk management strategles at
tadored cost. The mast common combination is referred 1o as an interes rate collar, which in the case
of 2 corporate borrower involves shmultaneously buying a cap 2nd selling 2 floor. The pramium recsived
from sefl'ng the Noor partially cffsets the cost of buyng 1he cap. In retum, prafits 2re fixed at s laval,
The effect of this strategy is that the corporate borrower can minimise 4s funding rates at very low cost

Characteristics

. Opticns are used to lnsure against acdverse market move nernits whike s1lil sroviding the ability o
benefit from favourable movements.

. Th2 option premium is payable up-front by the buyer and represents the marimum loss payable,
Sometimes this premdum can be vslerred ualil the apticn sxpiry date,

. Because the transactian is synthetiz, no it of principal 13 recessary,

. Ca maturity,if the option s “in the money” it can ba exercised with the buyer recoiving the profit
M the option is either "aut of the meney” or “at the money” the optian will explre worthjecs with
ro settiement requized,

. Options can be ciosad-out 3t any time by taking an cppasite option with the same settloment
date and strite rate.

. Combinations of options can provide sophisticated risk management at menimal cost,

. Cptlans attract no deposit requrements, margin calls or brokerage fass.

Ref: (HPRM Reference) VIO /(Cate of Ths versan] Page39of5T
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. Options ore able 1o be customesed eccording to individual requirements in Lerms of amount,
strike rate, matusity settiement date and counterparly.

. it considered dangerous and imprudent for corporate borrowers 10 soll cptions for long terms
In Isolation.  Such & transaction produces unkrown risk and unlimited potential loss, The
premium received may only be & minor offset to the and loss Ifrarket rates shilt sigrificantly

Recommended Usage
An interest rate cap Wil provide a worst case Interest rate (n the svent of ssort-tenn (nterest retes (93-
day Bank Bills} rising in the future

Options are at their most economic value when they dre needed, und are therefore best used when
financial budgeting requires cortainty o "3 worst €asa” Insurance aganst a rise ininterest rate however,
the view may be that rates will not rfise. Usually swans represent the most cost effective form of actual
hedge in the event of rising interest rates due Lo the rela Uvely high cost of interest rate opticns.

Cptions are best purchased when

) they are not intended to be exercised;

4} voletiny In the market s low; or

W) the underlying debt being hedged is uncertan.

Bample
The Counch' has purchosed a swaption Le. en apdion to enteyinio o swog with pre-dewerrmined pricing of
7.20% end @ motunty of 3 years. The option expires i July of 2000. The notioncd is S5 millon.

Should the 3 pear swap rete be Mgher than 7.20% next July, the Cauncll will sueccize the swaption and
enter Into @ swop with the seler of the swoption where the Councl will exchange the followmg cash
Sows each quorter for 3 years.

. The Counch pays 5,000,000 x 7.20% x /365 « 586,767.12.
. The Councw recetves 5,000,030 x (9-doy Sonk Dills) x S0/35S.

The net difference is paid by the Covncil if the 95-day Bonk 8ill rate is below 7.20% and poid by the swap
countarporty if the 90-day Bank &l rote i above 7.20%,

Fel; (ITPRNG Redererce] V1.0 [Cate of this version) Pageclof o1
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APPENDIX Il - GLOSSARY OF TERMS
CORPORATE TREASURY MANAGEMENT

Term

AMOLNg Swin

Arddrag

Assel/Uabdty Managerem

Avetape Natw forward

Baloon Payment

Bank W

Bartier Oobion

Lase Nale

Dasis Poanily)

Aasie Rise

Wel' [HPFM Nederence)

Definttion

A ntetest 1at= swvap comredt el hes o reducing princised or netional
ansunt over (he wemool the tortiect pencd  The appropoate merket
wwip 1ate Troen which to poce an amorining swap v the waghtad
average maturity, not the fnal maturity date

Amathod of acnon 1hat s/ows 1he securing of i profit {with no mathe)
k| by taking sdvantege of & masprang ol one Fnancal matrument
Between two matketstime-ranes

Ihe managament protess & bark uses o endire Ity Atsets
(kzan made to custorers) matches ity Tabilites (deposits takeer from
runtormers)

A setes Ut forward exchange contracts 1o d fferent dstas far the same
arnount, but ot @/fferent rates. The sories of contracts is re stated as
ore contract &t the one awrage rate. Aba calied & “par forward'

The rapayment tons of i losn bBeing the full pancipal amount due for
repayment in one amount o the foal meturity date. Ao called =
“bulet” payrnent

Al of sacharge” security document sawed Ly o conporate bor ower
hut guarantaed by a bane, who then i turn sells The security nlo the
bankfinvestor rearket to re-"quely itself with coslt Noarmally for terms
of 30, 60, 20 or 150 cays

A apticn that will come It sxsence of tease to oyt f the
underdgng asser, cunergy, cormatity price trades sl oA pre
determined price pror 1o epiration

Normally @ ending bank’s cost of funds/interest rate for a patrt cular
Luncing period. The base of “prime” rate wil be chanyed oy the bank
from tese to ime, bt not every day e market rates

Ir: financal markets it s rormal market practice 10 quote intorest rates
1o two decimal places e.g. 6.25% - one basis point is the eharge fram
BISH 106 I6%, one Bandred bash poirts s the change fram 6.35% Lo
7 25%

Thee risk that the nteest rate dlfarence betweon the curent physical
debt instrumant [say, a bank dill) market interest rate and tho interest
rate quoted for that debt instrument’s Ruture price (say, » bank bd
futures price) Cwnges over 1he period 1o the dete of the huture arice

V10/ [0ate ¥ this wersion] Fage 41 0l 53
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Bass Swap

Benchmark

Bid-Offer Spread

Bid Rate

Bond FRA

8Sond Optice

Cali Option

Cap

Certificate of Deposit “CD"

Closing-Out

A varistion ol mn lnterest rate swap whereby Interest paymants are
exchanged on 2 ficeting to losting basis to charge the timing of
Interest payments on o bank loen | e quarterly payments swapped 1o
monthly bas's

An agread market relatad yerdstick that investor returns, furding costs
or average ewchange rate achieved are compared agenmst for
parformance measurement purposes

The exchange points [FX] or basie polrts [interest rates) aiflerence
batween the tud and offer rate when quoted by 2 bank isknown as the
“bid-offer spread”, 2anks make thelr profits from dealing at their own
bid and offer prices, thus earming the spread.

Sxchiange rates and Interes: rave secueitles/irsrruments that are traded
tetween benks are slways quotod 85 2 bwo-way price. One rate is
where the quoting bank will buy - the bid rate, the secend rate or price
where tha bank wll seil at the offer rate

The security mstrument that Is issued by a borrower whersby they
promise to repay the principal and :nterast on tha due cates. A bord's
interest rale s always fixed,

A tallored contract ta buy or sell & bond {Gavernment o Corporate) at
o fund interest rate 2t some specified future date. The Bond FRA
centract rate will d¥fer from the current physcal market boed vield,
depending on the slope of the interest rate yicld curve,

Tha right, but not the obligation by the owner/holder of the oation to
buy ar sell bonde (Goverrment or Carporate] at a presdetermined
inlerest rete al 2 specified future date. The buyer pays a “premium” In
cash vp-front Lo reduce risk and hove insurance-type protection, the
seller of grantor of the bond option receiving the premium o
assLming the risk.

The owner of vuper ol 2 calloption has the right, but nat1he cbligation,
10 buy the underiying debt security/cumrency/conmodity at the price
stated in the gpticn contract,

A series or string of interest rate put options whereby a borrower can
have protecticn against rising short term Intarest rates, but participate
in the lower rates il market rates zemsin dalow the “capped rate.” A
cap is normally for more than one 90-day funding perded. Also calied a
“calling”.

A debt instrument {normally short term) issued by a bank ta barrow
funds from other banks/insestors

The cancollstionterminztion of & Bnarclad Instrurent or contrect
bafore its masurtty date, resulting in a realised gain/loss as Lhe current
market rete dilfers from the contract rate.

= Fel” [HFRM Referance] VIO 7 {Cate of this version] B Page4Zof5l
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Collateral

Commercis! Paper

Commeditiscd

Compound Option

Convertible Sonds

Counterparty

Tovenants

Cover

Crediie Rigk

Crodit Spread

Two option contracts finkad together nto the one fransaction or
conlract. A dorrower’s collar s normaly a "cap” above cumrent market
rates ard o “lleoe” below cutrent rates, Over the term of the callar
contract, If rates go above the cap the borrower is pratected and pays
an intorest cost no mora than the cap rate. Lkewise, If market rates
fall bdow the floer, the borrower pays the floor rate and does not
participate ia the lovrar market rates. Also celed & "oylinder”,

A legal term, means “security”,

The dadt security Instrurment Bsued by » prime Jand normally credit-
rated) borrower 1o raise short-rerm funds {30, 60, 90 or 180 cays). Alsa
called “one-rame paper” and “promissory notes” issued by
competilive public tender Lo nvestors, or by priate treaty to one
nveslior

When 2 financal market or Instrument becames so popwlar and "plain
vardla” that there 1 no longer any dfference in the prices quoted by
particieants in the warket,

An gption contracs on the premium of an optian 1.0, the right, But not
the obligation, to enter an cption cortract at a pre-determinad
premium amounl,

A measure of the degree of curve of slope i an interest rate yield
curve

A debt instrument ssued to investoes by a borrowver that has 3 fieed
incerest rate for a perad and then converts (under a stricl pricing
formula; 10 shares in the issuing company,

Theinterest rate and amount that will be paid an the Interess due dates
of a band. Tae caupon will ncrmaly differ fram tha purchase o issue
yialdfinterest rate on a bond nstrumeat,

The contracting party to a financial Lransaction o financal instrumant

Special conditions and fasncial satics requirad %o be met or
maintained by 3 borrower for @ fender under the legal securty
documents,

A term usad to describe any action of entering financial instruments
that reduces risk or puts pratection In place agsinst adverse future
price movements,

The risk that the other party to a finaacial transaction [bank deposit,
interast rate sivap contract) will defauk on or before the maturity date
and not be able to fulfil their contractual cbigations.

The intarest rate dilerence (expressed as basks points] betwean two
types of debt securitics. The credit spread being a reflection of the

Tol: [HPTM Reference] V1.0 / [Date of this varsion] Fape é3of 51
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Cross Currency letgrast

Rate Swap

Cebenture

Derivative(s)

Digal Option

Diszaunt

Ouraton

Embeddad Optico

Eurabond

Evredollar

difference in credit quality, size, bquidily between the two secunties
2.g. five yoar corporate bonds may be st 3 crednt spread of 200 basls
peints sbove Gavernment bonds

& barrower exchanges [swaps) ona set of interest payments

fram & 'oan in one currency for arather set of interest payments in a
second currency, Interest paymenis are swapped froem fixed 1o (lce ting
and vice verse. Soc “interast Aate Swaps”,

A debt watrament semdir to 3 bond wheraby a borrower (aormally a
finarce company) borrowsrs for a longer terms at a fixed rate. Ao a
legal Instirument grovided as security 1o & lender.

“Greek® letter that measures how the prico of 30 option {premium)
changes given a mavement In the pree of the underlying
asset/Instrament,

A "paper” conlract whose walue depends on the value of somz
“underlying” asset e g sharemarket stocks, bank bilis, bands or forzign
currency. Alsocalled 3 "symthetic” The value of the assets wil change
as s market proe changes the derivative Instrument wil
correspandingly change its va'ue

An option contract thet provides  predetermined payout based on an
agreed and contracted merket price path

Abond or bank blll Is discauntad when the Interast rate is appliad to
the face value of the securlty and the nel procesds alter deducting the
Interest is paid cut to the borrowes. tavestors pay for the discourted
NPV} value al the commencerment of the investrnent and recoive the
interest caupon payments slang the way and the full face value at tho
maturity date,

Not the simple average maturily term of 2 debt or mwestment
portlolio, bid a messure of the interest rate dsx in & portfolio at a
particular cont in ume. The duratan of a gortfalio is the term
{messured In years and months) if the total portfolic of bonds/fixed
Intesest Investenis was revalued st markel reles and expressed a3
ona sngle bone. The profAcss on revaluation of 2 one basis point
mavement being the same in both cases

An opticn arrangement that may be execcised by or on a borrower at
a future date, but the delermiring conditions are bured or
“embedded” In a saparate debt or Anancial instrument.

A fued rate band issurd by a poresdent borrower In a Europesn
country.

The borrewing and depositing of a currency cutsida ite domestic
financial markets.

ol [HPRM Refaronce] V1.0 / [Oste of this varswn] Pagead ofsT
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Event Fisk

Excharge - Traded

Exercise Date/Price

Fair Value

Feders| Reserve

Fxed Rate

Flostng Rete

Floar

Farward Ixchargs
Contract

Forward Forwares

Forward Paints

Forward Rete Agreement

Forward Starting Swap

The risk of a majorfunioreseen catastrophe eg. esrthouake, V2K,
political elections, adversely allecting 8 company’s financlal position or
perfonmance,

A curreacy, debt er financial nstrument that is guoted and traded on
a formal exchange with stancardued terms, amounts and dites,

The day and fixed price that an option contract ks enforced/act.oned or
"exercised” because it Is in the interests of cne of the parties to the
contract 1o do so.

The currant market vaive of an off-balance sheet inancial Instrumant
shou'ditbe sold or closed-0ut on the market rates iufing at the ba ance
date.

The US Government’s central bank and/cr monctary authority.

The Interest rate on & debt of financial Instrument is fixed and does
notchange from the commencement £ate to the matur.ty date.

The interest 1ate on & loen or dedt instrument is ra-set ot the ruling
mariet [nterest rates on the matueity date of the stipufated funding
period [usually 5C-days).

The opposite of a “eap,” Aninvestor will buy & floor, or & serles/suring
of call options (U right Lo buy) to protect againy: falling interest rates,
but be sble to Iwvest at higher interast retes |l rotes move upwarcs.

A contract to buy ar sall ong currency against another
at a Sxed price for delivery st some specified futuce dite

A forward mxchange coatract on the ferverd points for foreiga
exchange forward conzracts ie. a hedge on the forward points which
are detarmined by the two sedarste Interest ratas of the currencies
Involved

The difference In Interest rates botween two currencles expressed as
the exchange rate points | o. 152 forward palnts is 3 0.0152 adjusiment
1o the 0.5500 NZS/USE excaarae spot rate.

A conteacl ("FRA") whereby & borrower or investor in Bink B agrees
1o borraw or Invest for on agreed term (narmally 90-days) st & Yixed
rate at some spesified faturg date. A FRA 15 an “over-the-counter”
cantract as the amount and matunty date is tallored by the bank o the
specific requirements of the horrower/investor.

An tntarast rate swap contract that commences 2t & future specifind
date. The rate for the farward starting swap will difias from the cumant
market rate for swaps by the thape and siope of the yild curve,

Bel- (HPRM Scference) VIO /[Dste of this version) Tsgo 45 of 31
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Furding Risk

Futures

Garmma

Fedging

High-Yie'd Bonds

“mpled Videtity

Index Unked Bards

Indwect FX Risk

1SD&

The risk that a borrower cannot re-finance its debt at equal or better
terms a1 some date in the future, In torms of londing margin, bank fees
end lunding time commitment. Funding risk may Increase due the
company's own credit worthiness, industry trerds or banking market
conditions.

Exchange-tinded financal and commeocity markets which prowde
forward pricas for tha underlying ssses, Instrument or commadity,
Futures contracts sra standardisad In amount, term and specifications,
Fatures markets are cash-Lased, transacting parties do not take any
counter-party credit risk on each othwr, Depostts and margin-calis ere
critical requirements of all futwes markets

"Greek” letter used In option pricing that measures haw ragialy the
delta of anopbion changes given a change In the price of the underying
assot/merament,

The action of raducing the likethood of firandial losz by antering
‘orward and devivative contracts that nautralise the price sk on
underlying fasnclal exposures of risks. The gain o loss due to future
prica movemants on the underly ng exposure is offset by the equaland
opposite lass and gain on the hedge insirumeant.

Corporale bonds issved by borrowing comganias that arm nen-prime
e, have a low or no credit rating, The margin or crecit spread above
Government band yiekds is high (>300 basis poinis) to compensate the
investor Into the band for the highor credit and dquidity risk,

Used in cpdon pricing. To estimate the futurs volatiity of tha
underlyng assel or instrument. the cption peicing models use Mstorcal
voltity (expressod 25 a percentage) as a lay veriaive 10 caltulate the
option aremium amount, The movement in ogtion presis therefore
& gaod indicator of future market volatility, as volativty is “implied” In
the option price.

Debt instruments that pay a0 Interast coupon or return that is whally
or partizlly governad by the perfarmance of another separate Index
€ 4. a sharemariet index, or the gold price

A company has indirect forcign cxchange risk whese thelr costs,
reverues of profits can be adversely affected by exchange rates that
they are not directly paying or recelving. The poces they pay o reczive
in the domestic currency are ‘nfluenced by the exchange rate
movements.

Internationad Security Deslers Assoclation: & governing body thet
determines logal documentatlon/standards for oner-the-counter
swaps/options/FRAs and other derivative imsiruments for mterest
rates, cusrencies, commodities etc.  Corporale users of such
instruments  sgn an  1SDA  Master Agreement with  benking
counterparties that covers all transactions,

el [HPAN Ralerence] V107 [Date of ths versian]
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Imserest Rate Swaps

“In-the-Money” Option

Inwerse Yield Curve

Junk Bonds
Knoct-in/Krock-out
Optians

Local Government
Funcing Agency (LGFA)

Uabllity Management

UBOR

Limnit(s}

Lquichty Risk

"Lang” Position

Look-back Cptlon

A binding, paper cantract whore one party exchonges, o swaps, ds
nserest payment obligatioas from fixed to flcatag basis, or floarng 10
fixed basls. The Interest aayments and receipts under the swap
contract being offsetting, equal ard opposite to the undurlying physica |
debt.

An option contract that has a strike price/rate that is more favourable
or vatushle then the current market spot or farward rate for the
underyng currency/ nstrument

The slope of the Interest rate yield curve {S0-days 1o 10 years] is
Tinverse” when the short-term rates are higher than the long-term
rates. The opposite, when shors-tarm rates ace lower than long-term
interest rates & a normal curve or “voward sloping.*  In theory, a
narmal curvg reflacts the fact that shere s move time, therefore more
time for risk 10 o<cur In long term rates, hance they are highor to build
in this exira risk premium.

High yie'd bonds a2t the bottom-and of the credit quality spectrum
Option contraces for currercias or Intarest rates that arg

elther activated of de-activated on pre-determined market rates belng
achleved

A Council Conlralled Trading Organisation that warks
within parameters under the Local Governmant Borrowing Act |2011),
ta (ssue det on behalf of participating ‘ocal authorities.

The policy, strategy snd prozess of actively managing a portfalic of
debt,

London irter-bank Cifered Rate, the average of five 10 six banks quote
for Eurcaollar doposhts In Londan at 11:00 am each day, The accepted
Interest rale-Lxlng benchmark for most offshore loans.

The masimum o minimum amount or percentage a price or exoosure
may move 10 before some action of leviration is instigated. Also called
“tisk contral imits®,

The risk thal a compeny zanact obtzin cash/funds from liquid
resources of pank focilites to meet foreseen and unforeseen cash
requiroments.  The managemant of quidity risk vwolves workirg
capital management and externz| bank/credit faclithes,

Holding an esset or purchosed Snencial instrument in anticipation that
the price will increase to sell later ot a profit,

An optian structure where the str'ke price Is selected and the prem om
paid #t the end of the option pericd

*Rel: [HPRM Reference) V.07 [Date of ihis version)
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Masked-lo-Market

Margin

Medium Term Notes
(MTN)

Multi-currency Facfity

Netting

Cpen Pos'tion

Optien Prensium

Qrder

“Out-of-the-Money*
Cption

vershe-Countar

Perpeiual [s5ue

Pre-Hedging

Primary Market

Financlal instruments and forward contracts zre revaiued at current
market rates, producing an unrealised gain or loss compared to the
book or carrying value.

Tho ‘ending bank or inst tution's Interest margen added (o the market
Base rate, normally expressed as a nimber of Basis points,

Acantinuous program whetely o prime corporate
borrower kas lssuance documentation permanenty In place and can
lssue fixed rate bonds at shart notice under standard terms,

& committed banking facility thel sllows the borowing of several
alterrative cursencies Lo the N2 doller.

Method af subtracting currency recelvables from currency payabies
{and vica versa) over the same time periad to Arrive t & net exposure
position

where a company has purchased or sold an asset, currency, firancial
security or instrument unrelated to any phydesl expoture, and
adverse/favourable future price mevements will cause direct financlsl
loss/gam,

The value o’ an option, noemally aaid in cash at the commenzement of
the Opuon comiracs, 2imilsr o an Insurance pramium,

The plecemant of an mstruction to 2 dank to buy or sell a currency or
Mnancial instrurnent at @ pre-set and pro-determined level and to
trarsact the des if and wien the market retes reach this ievel. Crders
are normally pleced ‘or a speciic lime period, or “good bl cancelled.”
Tha bank must deal 3t the Brst price available to thom ance the market
level Is reached, Some banks wil only take arders abave & minimum
dollar amount.

An option contract which has o strke price/rate that s
unfavourable or has [ass valua than the undorhing currons spot marker
rate for the insirumen.

Financial and dervative instruments that are Lailored and packsged oy
the bank to meet the very specilic needs of the corporate dlient in
terms of amount, term, price and struztere. Such financlal products
are non-standard and not traced on officlal exchanges.

Aloan o bond that has no Minel maturity dete.

Emering forware or egtion contracis In advanca of an exposure being
cfficially recognized af bocked In the records of the company,

The market for new Issues of bonds or MTNS,

faf: (HPRW Boforencel Vi /1Date of this version) Pageda ol 51
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Froxy Hedge

Put Cpilen

Aealuation

Roll-over

Secondary Market

*Shon” Pasiticn

Spot Rata

Sop o83

Strike Price

suip

Swap Soread

Swaplon

Time Vaiue

Whera there s na forward or derrvative market to hedge the pece sk
of a particular currency, Instrument or cammedity, A proxy Instrument
or turrenty 's selecied and uied a3 the hedglig method as a surrogate.
There neads to be a high correlation or price movements betwesn the
two underhying prices to justify usng & prosy hevige,

The rightt but not the cbligation to el a  debs
securityfeureancy/commodity at the coatract peice in the option
agreament

The re-stating of financial Instruments and option/foreard contracts at
current market values, different from hstorcal baok or carryirg
values. I the contrects were sold/bought back (closed-out| with the
countarpasty al current markes rates, 3 readsed gain or loss is made. A
revaluation merely brings the contractfinstrument 1o current market
value

The maturity dete for a funding period, where 3 maw Interest fate iy
reset and the debt re-advanced for anather fundng period,

The marke: fer sacurities or firencial nstruments tha develops after
the period of the new Issue.,

Sefing of an astel or finencal instrumen: in antizipation thas the price
wil decrease ar fall In value 10 buy later At a profit,

The current market rate for currenches, Interest rates for Immediate
dellvery/settiernent, narmally two business days afzer the transaction
15 agreed,

8ant traders use a “stop-loss order’ placed 0 the marke: to
sutomatically dossout an open postion a3l a pre-determinsd
maximum koss,

The rale or price that Is selected and agreed as the rate ot which an
option Is avercisad.

A senies of dhort-term interest raty FRAS for a one of two year period,
normally expressed as one eversge rale,

Tha Intoress rate margin [0 basis points) that interest rate swap rates
trade abave Government band yelds.

An oplion on an interest rate swap, that if sxercised the swap contract
is written betwoen the porties. The option is priced and preatiuen paid
simils to baak bili and bond intarest rate optiors,

Opntion contracts taken for longentesm periods may st have some
time value Jeft even though the market rate is a lang way fom the
strike rate of the aption und the option Is valikely ta be exercised,

Fiel: (HPRM Reference) Vi /|Date of INs varsien] Pagec3af 5]
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Tranches

Treavury

Treasury Gl

Volatility

Yankee 3ond

Yield

Yield Curve

2ero Coupen 3ond

A lcan may Le barfowed in @ series of partal drawdowns from the
facility, each part borrowing is called a L-anche,

Genorc term to describa the activities of tho nandial function within
2 y that is responcitle for managing the cath resources, dedt,
foreign exchange risk, and sometimes the commacity price snd erergy
price risk

A short term [€12 months) financing mstrumentfsecurity tssued by &
Government as part of |t debt funding program.

Ancthor “Grezk” letter that 5 tha nama gven to the measura of the
senstivity of the change In option prices to small changes in the impled
volstiity of the undeslying ssset or inssrument arice.

The degree of movement or fuctuation (expressed as s percentage| of
an assel, currercy, commadity or financial Instrumant price aver ime.
The perceatage fs caltulated usng mean and standard deviation
mathematical techniques,

A non-resident US borrower issuing @ corporate bond in the domestic
US bond market

Aead - Intarest rate, always expressed as & percenlage.

The ploling of markel (nterest rate leve’s from shert serm [S0-days) 10
long termn on & graph i.e, the differznce in market interest rates fram
one kerm [maturity} 10 another,

A band that |s issued with the coupon Interest rate belng 2ere Le. no
cush peymanls of interest made during the tarm o the band, all
Interest paid on the final maturity dote, In effect the borrower accrues
interest on interest during the ferm, increasing the total interest cost
compared 1o a normal bond of paying interest quarterly, half-yearly or
annwally.

Wl [HPIA Relerence] V.6 7 [Oate of This version) - Fage 500l 51
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File Ref: 20/2

REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: HEALTH AND SAFETY MANAGER

JENNIE KUZMAN

SUBJECT: HEALTH & SAFETY RISK MANAGEMENT UPDATE

1.0

11

1.2

1.3

1.4

1.5

1.6

PURPOSE  AND SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA

The purpose of this report is to provide an update to the Committee in regards
to the management of Health and Safety risks within Council.

This issue arises due to the Health and Safety at Work Act 2015 and the
requirement of that legislation for Elected Members to exercise due diligence
to ensure that Council complies with its Health and Safety duties and
obligations.

Due diligence is defined in section 44(4) of the Health and Safety at Work Act
2015 as (Elected Members) taking reasonable steps to:

e “Acquire and update knowledge of health and safety matters.

e Gain an understanding of the operations carried out by the organisation,
and the hazards and risks generally associated with those operations.

e Ensure the PCBU has, and uses, appropriate resources and processes
to eliminate or minimise those risks.

e Ensure the PCBU has appropriate processes for receiving and
considering information about incidents, hazards and risks, and for
responding to that information in a timely way.

e Ensure there are processes for complying with any duty, and that these
are implemented.

e Verify that these resources and processes are in place and being used”.

Please note that the term ‘PCBU’ or Person Conducting a Business or
Undertaking, is a legal term that applies to one person (sole trader) or more
than one person (organisation) and in this context can be interpreted as
referring to Hastings District Council as the organisation.

The publication ‘Health and Safety Guide: Good Governance for Directors’
published in March 2016 provides useful information for Elected Members and
can be found online at: https://worksafe.govt.nz/managing-health-and-
safety/businesses/quidance-for-business-leaders/

The guide states that directors (or in this case Elected Members) “must
exercise the care, diligence, and skill that a reasonable director would
exercise in the same circumstances. What is considered reasonable will
depend on the particular circumstances, including the nature of the business
or undertaking, and the director or officer’s role and responsibilities”.
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1.7

1.8

1.9

1.10
1.11

1.12
1.13

1.14
1.15

1.16

1.17

1.18
1.19

1.20

“Directors, may seek health and safety advice from experts or others within
their organisation, such as managers. Where they choose to rely on this
advice, the reliance must be reasonable. Directors should obtain enough
health and safety knowledge to ask the right questions of the right people and
to obtain credible information”.

Currently, in order to assist Elected Members with their due diligence duties, a
high level summary report is provided on a quarterly basis to meetings where
full Council are in attendance. This report focuses on the overall Health and
Safety Performance of Council against organisational objectives.

Additionally, regular detailed reports are provided to the Risk and Assurance
Committee (formerly the Risk and Audit subcommittee) regarding the
management of Council’s Health and Safety Risks.

Report Contents

This report provides information regarding the areas of:
e Health and Safety Training for Elected Members
e Health and Safety Policy Update.
e Contractor Health and Safety Management.

e |ISO/NZS 45001:2018 (External Health & Safety Audit) Implementation
Update.

Health and Safety Training for Elected Members

A training workshop will be provided to Elected Members within the next few
months in order to provide further guidance with regards to Health and Safety
responsibilities, this will be of particular importance to those Elected Members
who are new to Council.

Health and Safety Policy Update

Council updated its Health and Safety Policy in 2018, this policy was formally
ratified by Council and signed by the then Chief Executive and Mayor on
behalf of Council.

An update to this policy has recently been drafted for approval by the Chief
Executive and it is proposed that this Policy also be ratified by Council.

A copy of the updated policy is attached as Attachment 1 for Committee
members to review prior to this policy going to the Operations and Monitoring
Committee for ratification on the 27" February 2020.

Contractor Health and Safety Management

Under the Health and Safety at Work Act 2015, Council has a primary duty of
care to ensure as far as reasonably practicable, the Health and Safety of
workers who work for Council and workers whose activities are influenced or
directed by Council. The legal term ‘worker applies to any individual who
carries out work in any capacity for Council (this includes Employees,
Volunteers, Contractors and the employees of contractors).

Additionally, Council will often share Health and Safety duties with other
organisations (in relation to the same matter) when activities form part of a
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1.21

1.22

1.23

1.24

1.25

contracting chain or work in a shared workplace. This is usually referred to as
‘overlapping duties’ and Council has a duty under the Act to consult,
cooperate with and coordinate activities with all other organisations that it
shares overlapping duties with, so far as is reasonably practicable.

WorkSafe (the Regulator) has set out its expectations for the Principal (this is
Council when it contracts others to undertake work) in a contracting chain
within its reference document 'Good Practice Guidelines: PCBU’s working
together — Advice When Contracting, June 2019’. Which can be found online
at https://worksafe.govt.nz/managing-health-and-safety/getting-
started/understanding-the-law/overlapping-duties/pcbus-working-together-
advice-when-contracting/

WorkSafe expects the principal in a contracting chain to be a Health and
Safety leader and WorkSafe also expects principals to :

e ‘Set clear Health and Safety expectations and incorporate these into
contracts with contractors.

e Work with designers to eliminate risks so far as is reasonably
practicable, or minimise risks if they cannot be eliminated (this is a
concept commonly known as ‘safety in design’).

e Choose the best contractors and site managers for the job using Health
& Safety prequalification measures, not simply choosing them based on
cost.

e Check health and safety records of potential contractors.

e Put clear and effective reporting procedures in place so they can be
confident all duties are being met.

e Set up a clear framework for information sharing for the duration of the
project”.

Additionally, where Council staff manage projects, WorkSafe expects that
Council staff will:

e “Work with Contractors to ensure an appropriate Health and Safety
plan is in place.

e Monitor the work practices of Contractor and subcontractor workers.

e Put clear and effective reporting procedures in place so they can be
confident all duties are being met”.

Council manages its Contracts and Contractors in-line with the principles of
these Good Practice Guidelines and has done so for the past several years.
There are processes in place regarding procurement to ensure that there is a
non-price evaluation (including an evaluation of tenderers’ Health and Safety
systems and practices) as well as a lowest price evaluation during tenderer
selection.

To assist Elected Members in undertaking their due diligences requirements
in regards to the management of Contractors it was proposed at the
September 2019 Risk and Audit Subcommittee Meeting, that a high level
contractor performance report (for the Contractors working under Council’s 10
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1.26

1.27

1.28
1.29

1.30

131

highest risk term contracts) be provided to the Committee on a quarterly
basis. It is intended that the first report be provided for the meeting scheduled
for the 4th May 2020.

This report will include performance indicator scores for each of the
Contractors working under Council’s 10 highest risk term contracts, covering
management of Health and Safety, quality, contract delivery and finances.

The 10 contractors in alphabetical order are:
e Armourguard Ltd (Noise Control Contract)
e City Care Ltd (Water Services Maintenance Contract)
e Downer Ltd (Urban Road Maintenance Contract)
e Fulton Hogan Ltd (Rural Road Maintenance Contract)
e Gemco Ltd (Opera House Redevelopment Contract)
e Greensky Ltd (Recycling Collection Contract)

e HSM Security Ltd (Night Security and Animal Control After hours
Contracts)

e M.W. Lissette Ltd (Landfill Civil Works Contract)

e Recreational Services Ltd, (Parks, Open Spaces and Amenities
Maintenance Contract).

e Waste Management Ltd (Municipal Waste Collection Contract)
Attachment 2 sets out a draft template for this report.

Implementation of ISO/NZ Standard 45001:2018 (Health and Safety
Management Systems) Accreditation

As previously advised to the Risk and Audit Subcommittee, following the
disestablishment of the ACC Workplace Safety Management Practices
(WSMP) accreditation scheme in 2018, the then Acting Chief Executive
authorised implementation of the international Health and Safety standard
ISO 45001:2018 which has also been adopted by the New Zealand Standards
Authority.

Telarc NZ has been engaged to undertake an initial assessment of what is
required to meet the standard (essentially a gap analysis). Unfortunately the
assessment which was scheduled for late 2019, has had to be rescheduled
for the 25" February 2020 due to auditor unavailability. A report will be
provided to the Risk and Audit Subcommittee following this assessment.
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2.0 RECOMMENDATIONS - NGA TUTOHUNGA

A) That the Committee receives the report titled Health & Safety
Risk Management Update

B) That the Committee recommend to Council that the updated
Health and Safety Policy be ratified.

Attachments:

1] Draft HDC Health and Safety Policy 2020 HR-03-02-2-20-35

2{l Draft Contractor Quarterly Performance Report HR-03-01-20-334
Template
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Draft HDC Health and Safety Policy 2020 Attachment 1

HEALTH AND SAFETY POLICY 2020

Proposed changes are highlighted in yellow

OUR COMMITMENT:

Hastings District Council is committed to keeping workers (employees, volunteers and
contractors) and the community safe through living a strong Health and Safety culture.

TO ACHIEVE THIS, HASTINGS DISTRICT COUNCIL MANAGERS WILL:

. Maintain and continuously improve our Health and Safety management system.

. Set targets for improvement and measure, appraise and report on our Health and
Safety performance.

. Take a proactive approach to managing Health and Safety risk by actively identifying
hazards and unsafe behaviour within the workplace, and take steps to reduce the
risks to an acceptable level.

o Build and maintain a workplace environment and culture that supports good health
and Wellbeing.
o Increase awareness, participation and learning through active communication

consultation, training and collaboration with workers with regard to Health, Safety
and Wellbeing matters.

. Assess and recognise the Health and Safety performance of employees and
contractors.

. Accurately report and learn from our incidents (including near misses).

. Support the safe and early return to work of injured employees.

J Ensure that we design, construct, operate and maintain our assets so that they
safeguard the community.

J Require our contractors to demonstrate a strong Health and Safety culture within
their organisations.

J Comply with all relevant legislation, regulations, and codes of practice and industry
standards.

EVERYONE'S RESPONSIBILITIES:

We believe that whilst senior management have ultimate accountability, we all have
responsibility for Health and Safety. All workers (employees, volunteers and contractors)
must observe our safety rules, policies, procedures and instructions. They shall ensure their
own Health and Safety at work and ensure that no action or inaction on their part causes
harm to others. This includes the responsibility to stop any work that they believe is unsafe
or cannot be conducted in a safe manner.
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Draft Contractor Quarterly Performance Report Template

Attachment 2

Contractor Quarterly Performance Report

Indicator Report — Quarter 3, 2019/2020
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Draft Contractor Quarterly Performance Report Template

Attachment 2

e Summary

This report provides a high level indication of contractor performance on Council’s ten highest risk term Contracts for members of the Risk and Assurance
Committee. There are four categories which are monitored: Health and Safety Management, Quality Management, Contract Delivery and Financial

Management.

e OPTION ONE: Based on Standard Contract Management Delivery Criteria

e Key:
e Traffic . e Health & Safety e Quality e Contract Delivery e Financial
Lighit Criteria e Criteria e Criteria e Criteria
. Good Performance Less than 5% of Safety Criteria to be developed Criteria to be developed Criteria to be developed
Observation scores Poor or Fair | regarding: regarding: regarding
No WorkSafe notifiable/ serious | Specifications Delivery on schedule Budget
incidents, injuries or illnesses Rework Delays /issues Variations

Proactive management of Safety
and Health risks

Average Performance

6-20% of Safety Observation
scores Poor or Fair

No WorkSafe notifiable / serious
injuries, illnesses or incidents
which were reasonably
preventable

Reasonable management of
Health and Safety risks

Poor Performance

Greater than 20% of Safety
Observation Scores Poor or Fair
Occurrence of WorkSafe
notifiable /serious injury or illness
which were reasonably
preventable

Unsatisfactory/poor management

Risk and Assurance Committee 3/02/2020
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Draft Contractor Quarterly Performance Report Template

Attachment 2

e Traffic e Health & Safety e Quality e Contract Delivery e Financial
Light Score
9 e C(Criteria e (Criteria e (riteria e (riteria
of Health and Safety risks
[

® Contractor Name

Insert brief description of contract works and contract term

e Indicator

e Performance Categor e Comments
Status gory
. Health & Safety 25 % of safety observation scores are poor
A Quality
o —
Contract Deliver
A ivery
o —
Finances
A
o —
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Draft Contractor Quarterly Performance Report Template

e Commentary

A number of issues with regards to traffic management observed within the quarter.

Meeting held with Contractor to discuss ways to make improvements

%‘“‘?&

hment 2
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Draft Contractor Quarterly Performance Report Template

Attachment 2

e OPTION TWO: Based on Risk Impact Scales

e Key:

e Traffic Health & Safety Financial e Service Delivery Compliance Reputation
Light * Score L L L - -
Criteria Criteria e Criteria Criteria Criteria
Good Less than 5% of Safety Less than 10% or e Lessthan10% No detected No media
. Performance Observation scores Poor or $200,000 variation on variation in service material non- attention or
Fair approved budget delivery timeframe compliance with attention of a few
No Worksafe notifiable or including variations or quality legislative individuals
serious incidents, injuries or standard. obligations.
illnesses
Proactive management of
Safety and Health risks
A Average 6-20% of Safety Observation Variation of between 10% | e Variation of Formal warning, or Local media
e Performance scores Poor or Fair and 25% or $200,000 - between 10% and adverse public attention or
No Worksafe Notifiable or $1,000,000 from 25% in service exposure, for a adverse feedback
serious injuries, illnesses or approved budget delivery timeframe legislative non- from an organised
incidents which were including variations or quality standard compliance. local group or
reasonably preventable community.
Reasonable management of
Health and Safety risks
. Poor Greater than 20% of Safety More than 25% or e More than 25% Fine or Significant
Performance Observation Scores Poor or $1,000,000 variation on variation in service prosecution for a regional or

Fair

Occurrence of notifiable
injury orillnesses which were
reasonably preventable
Unsatisfactory/poor
management of Health and
Safety risks

approved budget
including variations.

delivery timeframe
or quality
standard.

legislative non-
compliance.

national adverse
public interest or
media attention.

Risk and Assurance Committee 3/02/2020

Agenda Item: 6

Page 81

ltem 6

Attachment 2



Draft Contractor Quarterly Performance Report Template Attachment 2

® Contractor Name

Insert brief description of contract works and contract term

e |ndicator
e Performance Categor e Comments
Status gory
. Health & Safety 25 % of safety observation scores are poor
A Financial
-
Service Deli
A ervice elvery
Compliance
A p
A Reputation

A number of issues with regards to traffic management observed within the quarter.

e Commentary ?\/e
Meeting held with Contractor to discuss ways to make improvements %I
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File Ref: 19/1284

REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: RISK AND CORPORATE SERVICES MANAGER
REGAN SMITH
SUBJECT: COUNCIL RISK APPETITE STATEMENTS
1.0 EXECUTIVE SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA
1.1 The purpose of this report is to present a revised Hastings District Council

1.2

1.3

2.0

(HDC) Risk Appetite statement for the Committee to approve, and
subsequently recommendation to Council for adoption.

This proposal contributes to the purpose of local government by promoting
successful implementation of all Council Long Term Plan focus areas.

Based on feedback from the Risk and Audit Subcommittee on 2 July 2019
regarding the original draft Risk Appetite Statement the following changes
should be noted:

¢ Risk Appetite Terminology has been refined.

e The overarching risk appetite statement has been expanded upon by
providing specific statements of risk appetite and tolerance for each of the
focus areas in 2018/2028 Long Term Plan (LTP), plus an additional area
covering Council core business.

e The Council risk appetite is recognised to vary depending on the strategic
outcome, and ranges from Minimalist to Flexible.

RECOMMENDATIONS - NGA TUTOHUNGA

A) That the Committee receives the report titled Council Risk
Appetite Statements.

B) That the Committee:

i. Approve the Risk Appetite Statement as a fair reflection of the
Council’s attitude toward risk, and subsequently,

ii. Recommend to the Council that the Risk Appetite Statement be
adopted as a means for communicating risk taking tolerances
and monitoring risk taking behavior.

iii. Recommends to Council that reviewing the Risk Appetite
Statement should be a key step within the Long Term Plan
process.
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File Ref: 19/1284

3.0
3.1

3.2

3.3

4.0
4.1

4.2

4.3

4.4

4.5
4.6

BACKGROUND - TE HOROPAKI

In order to develop a Risk Appetite Statement for Council, a survey of Elected
Members and Council Officers was undertaken. The results of these surveys
where incorporated in to a draft Risk Appetite Statement presented to the Risk
and Audit Subcommittee on 2 July 2019.

Based on feedback from the Subcommittee as this meeting, a revised draft
Risk Appetite Statement was tabled at the 2" September Risk & Audit
Subcommittee meeting. This draft better reflected the variation in risk appetite
across the range of services that Council provides.

The current draft Risk Appetite Statement (Attachment 1) now covers the
Council approach to risk for each of the key focus areas in the 2018/2028
LTP, plus an additional focus area to capture Council’s core service areas of
regulatory oversight, provision of infrastructure and community well-being.

DISCUSSION - TE MATAPAKITANGA

It is considered best practice to include a statement of risk appetite as part of
a risk management framework. The 1SO31000 risk management standard
recommends defining risk criteria, the equivalent of risk appetite, before
undertaking risk identification and analysis processes.

The Institute of Risk Management defines risk appetite as the “amount of risk
that an organisation is willing to seek or accept in pursuit of long-term
objectives”. Put another way, risk appetite can be considered the value the
organisation is willing to put at risk in order to deliver strategic goals.

A good risk appetite statement should include the acceptable tolerances for
variation in delivery of the organisation’s objectives. These tolerances should
be measurable so that they can be effectively monitored. In this way, defining
risk appetite should assist with managing the organisation’s total risk
exposure.

Because risk appetite is a tool to managing the organisation’s total risk
exposure, it is vital that the statement is defined by the organisation’s
governing body. As a result, the draft Risk Appetite Statement for HDC is
presented to the Risk and Assurance Committee for consideration.

Risk Survey Key Discussion Points

The risk appetite survey results identified four key areas of difference between
Elected Members, Executive Management and Officers that warrant further
discussion. Those are tabled for consideration by the Committee:

¢ How much focus should be put on protecting the community when seeking
to achieve progress.

e How much focus to apply to compliance when trying to deliver responsive
service.

e How much effort to put in to partnership and communication/consultation
when that might affect the speed of service or perceived bureaucracy.

e Should speed of service or cost effectiveness be the key service driver.
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File Ref: 19/1284

OPTIONS - NGA KOWHIRINGAOption One - Recommended Option - Te

5.2

6.0
6.1

6.2

Koéwhiringa Tuatahi — Te Kéwhiringa Tutohunga 5.1 Approve the draft Risk
Appetite Statement, with or without amendment.

Advantages

e Sets a foundation for communicating appropriate risk taking behaviour
within Council.

e Defines a set of tolerances that can be used to monitor whether Council’'s
total risk exposure is within acceptable limits.

e Implements a key component of a best practice Enterprise Risk
Management system.

Disadvantages

e Requires Council to report against the tolerances and therefore creates
some additional administrative overhead.

Option Two — Status Quo - Te Kéwhiringa Tuarua — Te Ahuatanga o
naianei

Reject the draft Risk Appetite Statement, with or without requesting further
work.

Advantages

e May save some administrative overhead associated with reporting against
risk tolerances.

Disadvantages

e Council Officers will be left to make their own conclusions regarding the
level of risk taking that is appropriate, which is likely to result variable
outcomes and potentially overly conservative approach.

NEXT STEPS - TE ANGA WHAKAMUA

Should the Committee approve the draft Risk Appetite Statement, the next
steps will include:

e Communicating the approved risk tolerances within Council.
e Monitoring performance against the defined risk tolerances.

In order to keep the Risk Appetite Statement relevant, it is recommended that
a review of the Council’ risk appetite is a key step within the LTP process.

Attachments:

1 DRAFT HDC Risk Appetite Statement V3.4 PMD-03-81-19-198
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SUMMARY OF CONSIDERATIONS - HE WHAKARAPOPOTO
WHAIWHAKAARO

Fit with purpose of Local Government - E noho hangai pu ai ki te
Rangatépd-a-rohe

The Council is required to give effect to the purpose of local government as set
out in section 10 of the Local Government Act 2002. That purpose is to enable
democratic local decision-making and action by (and on behalf of) communities,
and to promote the social, economic, environmental, and cultural well-being of
communities in the present and for the future.

This report contributes to the purpose of Local Government by promoting
successful implementation of all Long Term Plan focus areas to achieve the
wellbeing and strategic outcomes set by Council.

Link to the Council’s Community Outcomes - E noho hangai pu ai ki te
rautaki matua

This proposal does not directly contribute to delivery of a specific well-being, but
will promote greater understanding of the attitude to risk to increase confidence
that any specific well-being outcome is delivered as expected.

Maori Impact Statement - Te Tauaki Kaupapa Maori
There are no known impacts for Tangata Whenua.

Sustainability - Te Toititanga
There are no implications for sustainability.

Financial considerations - Nga Whaiwhakaaro Ahumoni
There are no direct financial implications of the proposal.

It should be noted that the purpose of risk appetite is to assist understanding of
risk taking, including how much value can be put at risk. Therefore, this proposal
should assist with reducing unexpected financial variations.

Significance and Engagement - Te Hiranga me te Tuhonotanga
This decision has been assessed under the Council's Significance and
Engagement Policy as being of low significance to the community.

It is of some operational importance to Council, as a good understanding of risk
appetite supports effective operational delivery and reduces unexpected
outcomes.
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Consultation — internal and/or external - Whakawhiti Whakaaro-a-roto, a-
waho

No external engagement or consultation has been undertaken.

Risks: Legal/ Health and Safety - Nga Tdraru: Nga Ture / Hauora me te
Haumaru

Definition of Risk Criteria, or Risk Appetite, is not a legislative compliance
requirement but is considered industry best practice, and is included in ISO31000
the standard on Risk Management.

There are no other specific risks associated with this proposal.

Rural Community Board - Nga Poari-a-hapori
There are no specific implications for any Community Boards.
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DRAFT HDC Risk Appetite Statement V3.4

Attachment 1

HASTINGS

DISTRICT COUNCIL

DRAFT Hastings District Council Risk Appetite Statement

The Council’s over-arching risk appetite statement is as follows:

The Hastings District Council is responsible to the rate payers of the district to enable democratic
local decision-making and action by, and on behalf of, communities to promote the social, economic,
environmental, and cultural well-being of communities in the present and for the future.

To achieve these outcomes Council has a conservative attitude toward risk and generally applies a
minimalist appetite to risks that would adversely affect core services. In contrast, there is a desire to
leverage opportunities that enhance outcomes for the community. As a result there is a more open
approach to considering innovation or solutions that create long term benefits.

Whilst the overarching risk appetite may be conservative, Council recognises that it is not possible,
or necessarily desirable, to eliminate all of the risks inherent in its activities. In some instances
acceptance of risk within the public sector is necessary due to the nature of services, constraints
within operating environment and a limited ability to directly influence where risks are shared across

sectors.

Therefore, in relation to the Long Term Plan strategic objectives Council’s risk appetite may vary
depending on the circumstances and tradeoffs implicit in the specific context. Resources are aligned
to priority outcomes based on the specific risk appetite, and arrangements are in place to monitor

and mitigate risks to acceptable levels.

The risk appetite for each of the key focus areas in the current Long Term Plan are stated in the

following sections,

Risk Appetite Terminology

Will take pustified risks

a Tenltd Will take strongly justified
risks

3 Coutious  Preference for delivering
expected outcome.

2 Winimalist  Extremely conservative

1 Averse Avoldance of risk is a core
objective

Ref: PMD-03-81-19-187

Tolerance for
Uncartainty

Willngness to accept
UNERITAIN OURCOrS O

satiabions

Extremely low

Trade-off
Willingness to
trade M againgd
achisvement of
other oblectives.

Cholce
Willisgrvmm 30 stlect art aption
s objictives al 1k

Will choose option with Willing

highest return; accepting

possibility of fallure.

Will choose to put at risk, Willing under
but will manage impact right conditions
Will accept if Emited and Prefer to avoid
heavily out-weighted by

benefits

WIll accept only if essential,  With extreme
and limited reductance
possibility/extent of failure

Will always select the Never

lowest risk option,
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DRAFT HDC Risk Appetite Statement V3.4

Attachment 1

DISTRICT COUNCIL

Key Areas of Focus and Investment —~ Long Term Plan 18/28

1. OQur Environment

Context

LTP18/19 focus is to invest significantly in drinking water infrastructure
as our first priority to meet community expectation and new national
standards around safe drinking water.

- Safe drinking water: $47.8M
- Demand management: $1.5M
- Environmental enhancement: $1.7M

Appetite [z NN oo | o | G|

Council intends to take a Minimalist approach to riskin order to achieve this outcome as Council has

a statutory obligation to deliver the services, which means it is not possible to limit or cease service
provision. This means that risks will be accepted only when essential to the core outcome, and
limited possibility/extent of failure exists particularly with regard to Safety or Compliance,

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored:

Risk Category Extremely Low Low Limited Expected Anticipated

Safety [

Performaonce Maintain an approved Water Safety Plan for full compliance with Drinking
Water Standards for each Council supply.
Fewer than 5 dry weather sewerage overflow events per 1000 connections per
annum (LTP measure)

Financial | (]

Variation Spend between $38,25M (-25%) and $56.1M (+10%) for all projects.

Service Delivery B J

Standard No more than 20 unplanned water supply outages or waste water system
restrictions per month.
No habitable floors affected per 1000 connections up to a 1 in 50 year ARI
storm event (LTP Measure)

Compliance R, S @

Outcomes No material non-compliance raised by Water Assessors against a Council water
supply.
Full Hawkes Bay Regional Council consent compliance.

Reputation [}

Outcomes Regional public interest or media attention is expected, but events should not

Ref: PMD-03-81-19-187

result in adverse national media coverage.
There is support for being recognised as national leaders in water supply
(Aligns with Water Services Business Plan).
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DRAFT HDC Risk Appetite Statement V3.4

Attachment 1

DISTRICT COUNCIL

Key Areas of Focus and Investment — Long Term Plan 18/28

2. Moving Around
Context

LTP18/19 focus is to invest in our infrastructure to look after our assets
prudently and to meet new challenges in bridge strengthening, increasing
environmental standards and climate change.

- Renewals & Safety upgrades: 54.4
- Walking & Cycling: $1.1M
- Better Bridges: $1.8M

Cautious |  Flexibis l Open J

Appetite

Council intends to take a Minimalist approach to riskin order to achieve this outcome due to the
potential adverse impacts on public safety and economic prosperity as a result of failing to provide a
transportation network and bridges that are able to cope with current and future demands. This
means that risks will be accepted only when essential to the core outcome, and limited
possibility/extent of failure exists. In practice, the result is that assets will be prioritised based on
sound research and data, and upgraded using the most suitable certified construction solution. In
other words, Council is not looking to apply untested innovative solutions.

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored:

Risk Category  Extremely Low Low Limited Expected Anticipated

Safety @

Performance Reducing trend of fatality and serious injury from previous year (LTP measure).
All bridges meet requirements for safe carriage.

Financial ®

Variation Spend between $5.5M (-25%) and $8M (+10%) for all projects.

Service Delivery a °

Standard 5.5% of sealed local road network is resurfaced per annum (LTP measure).

No more than 1.5 % of footpaths classified poor or worse as measured by
Council's condition rating system (LTP measure).
Maximum of 27 (10%) weight and/or speed restricted bridges on the network,

Compliance @
Qutcomes Full compliance with NZTA funding requirements
Full compliance with NZ Bridge Design Manual and Regulatory requirements.
Reputation D
Outcomes Interest of local groups or individuals is expected, but events should not result

in adverse regional or national media coverage.
Some desire to be recognised for best practice asset management and renewal
planning.

Ref: PMD-03-81-19-187 v3ia
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DRAFT HDC Risk Appetite Statement V3.4 Attachment 1

HASTINGS

DISTRICT COUNCIL

Key Areas of Focus and Investment — Long Term Plan 18/28

3. Our Economy
Context

Invest in the Hasting City Centre to increase its vibrancy and to meet the
challenges of changing retail patterns and how people use the central city.

Ensure industrial development opportunities are easily accessibie in
Omahu, Irongate and Whakatu/Tomoana to meet our target of increased
jobs and investment.

Industrial Zone Investment: $19M
- Economic Development: $3.5M
- CBD Development: $3.4M

Appetite [ e v NN e | oo ]

Council is prepared to take a Cautious approach to achieving this outcome on the basis that there is
a desire try innovative ideas that may increase development of industrial land and improve the
utility of the City Centre. This means that risk will be accepted if limited and heavily out-weighted by
benefits.

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored:

Risk Category Extremely Low Low Limited Expected Anticipated
Safety 2
Performance No notifiable injuries or illness from infrastructure projects due to poor heaith

& safety practices by Council or a contractor.
No serious assaults in the CBD resulting from failure of community safety
services (im:luding; CPTED design, CCTV, City Assist).

Financlal _ [

Variation Spend between $12.9M (-50%) and $32.4M (+25%) for all projects.

Service Delivery o)

Standard A minimum of 20% and a target of 30% of vacant industrial land (LTP measure).
Less than 10% of retail spaces vacant on a quarter basis.

Compliance [

Outcomes No material failures to comply with the life safety goals of planning and
building acts and regulations.

Reputation L3

Outcomes Positive regional public interest or media attention is expected for creating

liveable spaces, but outcomes should not result in adverse media coverage.

Example:

- Council invested $3.8M installing water infrastructure for the Irongate industrial area to
stimulate development after receiving only 20% of development contributions.

Ref: PMD-03-81-19-187 v3ia
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DRAFT HDC Risk Appetite Statement V3.4 Attachment 1

HASTINGS

DISTRICT COUNCIL

Key Areas of Focus and Investment — Long Term Plan 18/28

4. Where We Live
Context

Ensure a range of housing options are available to meet the needs of
changing community while protecting our valuable soils.

- Residential infrastructure spend: $20.5M
Appetite [ Avers | Wirmat | Covic [ Goor ]

Council is prepared to take a Flexible approach to achieving this outcome in order to meet the need
in the community for sufficient liveable spaces. This means that strongly justified risks may be taken,
as long as the potential impactis managed.

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored:

Risk Category Extremely Low Low Limited Expected . Anticipated
Safety e 7
Performonce No new houses constructed in at risk areas {i.e. natural hazard zones) without
mitigation.
All new houses meet safe and sanitary requirements (e.g. weather tightness).
Financial Rt oY @
Variation Spend between $10.25M (-50%) and $25.6M (+25%) for all projects.
Service Delivery Y, (i) | ®
Standard A minimum 20% residential greenfields land available (LTP measure)

Less than 0.2% of plan zone land (valuable soils) used for new housing per
annum (Note: this is equivalent to 62Ha or two times Lyndhurst Stage 1 & 2).

Compliance , e

Outcomes No legal challenges upheld for unsound Resource Consents or Building
Consents decisions.

Reputation @

Outcomes Positive regional public interest or media attention is expected, but events

within Council’s control should not result in adverse national media coverage.
There is support for national recagnition of successful innovation in provision
of housing.

Example:

- Council is looking to invest around $11M installing road and water infrastructure for Howard
Street residential area to make the development more appealing to the market prior.

Ref: PMD-03-81-19-187 v3ia
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DRAFT HDC Risk Appetite Statement V3.4

Attachment 1

DISTRICT COUNCIL

Key Areas of Focus and Investment — Long Term Plan 18/28

5. Things To Do

Context

Continue enhancing our parks, recreational and cultural facilities to make

the Hastings District a place where people want to work, live and play.

- OperaHouse: $39.6M

THINGS
TODPO

- Enjoyable reserves: $5.9M
- Regional Sports Park Grant: $4.9M

Scope

This strategic outcome covers the approach taken to enhancing the playgrounds, sports fields, parks,
reserves, swimming pools and aquatic facilities, Skate Park and mountain bike trails in the District,

Appetite | /o

J Min imaldist l Cautious

| Flexible | .o |

Council is prepared to take a Flexible approach to achieving this outcome on the basis that there is a
desire to provide spaces that allow people to enjoy the natural environment and seek adventure.
This means that risk may be accepted as long as the impact is managed.,

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored;

Risk Category Extremely Low Low Limited Expected Anticipated
Safety <
Performance It is expected that injuries will occur within parks, recreational and cultural
facilities as a result of the actions of individual's. However, no notifiable
injuries or illness should be caused by the condition of the physical
infrastructure provided by Council.
Note: Injuries resulting from an individual’s octions not caused or influenced by
Council equipment or infrastructure are excluded from this measure,
Financial
Variation Spend between $37.8M (-25%) and $55.4M (+10%) for all projects.
Service Delivery = )
Standard Opera House Qualmark rating — Five star (LTP measure)
Greater than 97% parks user satisfaction (LTP measure).
Less than 3 non-weather related unplanned park closures per year.
Compliance {
Outcomes Only compliant equipment is use or installed in play grounds.
No fines or prosecutions for non-compliant equipment or facilities.
Reputation <
Outcomes Positive regional public interest or media attention is expected for creating
liveable spaces, but outcomes should not result in adverse media coverage.
Example:
- Work on the Opera House, plaza and municipal building was started before all funding

Ref: PMD-03-81-19-187

v3ia
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DRAFT HDC Risk Appetite Statement V3.4

Attachment 1

DISTRICT COUNCIL

Key Areas of Focus and Investment — Long Term Plan 18/28

6. Our People
Context

Work together with communities and other to build civic pride, develop
our youth and uplift people and communities.

- Youth, Hapu and Community Development: 52.2M
- City Assist & Kaitiaki: $3.1M
- Community Grants: $3.2M

App.ut. [ Averse l i irmadist _ Flexibis l Open J

Council is prepared to take a Cautious approach to achieving community uplift due to the need to
work collabaratively with local Hapu, community and other agencies. This means that risk will be
accepted if imited and heavily out-weighted by benefits.

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored:

Risk Category Extremely Low Low Limited Expected Anticipated
Safety [ »

Performance No programmes or placements but youth in potentially harmful situations.
Financial : 2 L

Variation Spend between $7.6M (-10%) and $9.3M (+10%) for all projects.

Service Delivery @

Standard No unplanned outages for CCTV, City Assist or Kaitiaki services.

At least 3 place based plans completed (LTP measure)
At least 1 social development review completed (LTP measure)

Compliance . @

Outcomes No challenges against community programmes for lack of engagement or
consultation that can be upheld.

Reputation ]

Outcomes Positive regional public interest or media attention is expected for community

lead plans and pathways for youth, but outcomes within Council’s control
should not result in adverse national media coverage.

Ref: PMD-03-81-19-187 v3ia
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Attachment 1

HASTINGS

DISTRICT COUNCIL

Core Council Service Standards — Long Term Plan 18[28

Our Service Delivery

Context:

Local Infrastructure which contributes to public health and safety,
supports growth, connects communities, activiates communites and helps
to protect the natural environment

Local public services which help meet the needs of young and old, people
in need, visitors and locals, businesses and households.

Regulatory functions which help to prevent harm and help create a safe
and heatlhy environment for people, which promote the best use of

natural resources and which are responsive to community needs.

- Operating budget: S$88M

Appetite Cavtiown

l Foxible

l Open l

Council intends to take a Minimalist approach to delivery of core services as the community expects
Council to provide safe, compliant and reliable services that reflect the needs of the community in a
cost effective and efficient way. This means that risks will be accepted only when essential to the
core outcome, and limited possibility/extent of failure exists particularly with regard to Safety or

Compliance,

Tolerance & Measures

To ensure progress toward the desired outcome remains within an acceptable range the following
tolerances and measures will be applied and monitored:

Risk Category Extremely Low Low Limited Expected Anticipated

Safety | 4 . [T _

Performance Fewer than 10 medical attention or lost time injuries to Council workers (staff
and contractors) per month (refer Health & Safety Reports).

Financial @

Variation Spend between $83.6M (-5%) and $92.4M (+5%) for all operations (Aligns with
Chief Executive Objectives).

Service Defivery ®

Standard No more than 10% variation from the LTP target levels of service.
No decision reversed upon review,

Compliance [}

Outcomes No legal challenges upheld for unsound Resource Consent or Building Consent
decisions.
All services provided meet regulatory requirements for safe operation.

Reputation @

Qutcomes Interest of local groups or individuals may occur, but events within Council's

control should not result in adverse regional or national media coverage.
Positive media attention up to national level is desirable for innovative service,

Ref: PMD-03-81-19-187

Risk and Assurance Committee 3/02/2020

Agenda ltem: 7

Page 95

ltem 7

Attachment 1






File Ref: 20/53

REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: RISK ASSURANCE ADVISOR

DEAN FERGUSON

SUBJECT: RISK ASSURANCE INSURANCE REVIEW

1.0 PURPOSE AND SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA

1.1  The purpose of this report is to provide an update to the Committee in regards
to the Risk Assurance review of Council’s Insurance programme.

1.2  The purpose of this review was to assess and evaluate the effectiveness of
insurance as a control for a number of strategic risks. The review found that
that the insurance programme is well managed and insurance as a control is
fully effective.

1.3 The review also took into consideration the changing landscape around
insurance to establish whether Council was prepared for future risks to the
insurance industry. This included considering what insurance cover may look
like going forward, and options around alternate forms of mitigation i.e. self-
insuring.

1.4  The main points are:

e Insurance is one of the key mitigations to manage the risk of assets not
being available in the future to provide services.

e Council has an open and transparent relationship with their insurance
brokerage firm, Marsh. An officer is assigned to manage the insurance
portfolio who in turn works with the various business units to ensure their
needs are accounted for.

e The insurance market has changed since the recent earthquake events
and an increase in significant weather events, not just in New Zealand but
globally.

e Insurance companies are now looking at risk profiling regions opposed to
taking a holistic view of the country.

e Loss modelling now plays a significant role in how insurance is applied,
what type of cover is suitable and how much that insurance will cost (and
then pay out).

e Lloyds recently undertook a survey which named New Zealand as the
second riskiest country in major global insurance report, behind
Bangladesh.
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e Hawke’s Bay region’s risk profile has increased in recent years due to the
risk around the Hikurangi Subduction Zone, Coastal Erosion and an
increase in significant weather events.

e Council is not currently covered for any cyber-attack related incidents. Due
to cyber security continually being reported as a top 10 risk to an
organisation, the need for some form of cover will be discussed at the next
insurance renewal discussions between Council and their broker, Marsh.

Based on the work performed, it was found that the overall management
control environment around insurance was fully effective.

However, as set out in 1.4, there are a number of factors that will have an
impact on the effectiveness of those controls in the future. Council will need to
be in a position to be adaptable to change and review options around how
insurance is applied, what type of cover is suitable and how much certain
insurance will cost before the premiums outweigh the value or likelihood of a

2.0 Review Findings
2.1
2.2
claim.
2.3

Strategic Risks Reviewed

Water Supply Contamination - — —

The below strategic risks were identified as having insurance as either a
mitigation or prevention. Each of the controls were reviewed against their
respective strategic risk and the insurance type they best aligned with. The
overall rating was fully effective.

Findings Summary

Partially Substantially

Effective Effective Full Effective

Health & Safety Incident - — —

Infrastructure Service Failure - — —

Ineffective Regulatory Oversight

Information Security Failure

Procurement Failure

Corruption & Fraud Incidents

Business Interruption

Loss of Key Staff

Officer Error/ Omission

Failure to meet regulatory requirements

Legislative change

Facility failure

Failure to achieve business as usual performance
Total

3.0 Emerging issues —5 year view

R IWINIRINIWIWIA|RIN|=ON

w
o

3.1

3.2

3.3

Reduced market access — insurers either pulling out of high risk countries or
raising premiums to a level where they will become unaffordable.

Contract Insurance (third party liability limitation) — specified or tagged
insurance putting the onus on Council to compromise on types of contract
insurance.

Loss modelling becoming business as usual — understanding the risk from a
micro level.

Risk and Assurance Committee 3/02/2020 Agenda ltem: 8 Page 98

Item 8



File Ref: 20/53

3.4 Climate change — more frequent weather events, coastal erosion and
inundation zones.

3.5 Cyber risk — a greater reliance on cloud hosted and artificial intelligence
systems.

3.6  Business Continuity — a greater reliance on being resilient and having a strong
business continuity framework and culture to support insurable assets.

4.0 RECOMMENDATIONS - NGA TUTOHUNGA

A) That the Committee receives the report titled Risk Assurance
Insurance Review

Attachments:
There are no attachments for this report.
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REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: RISK AND CORPORATE SERVICES MANAGER
REGAN SMITH
SUBJECT: RISK ASSURANCE ACTION STATUS
1.0 EXECUTIVE SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA
1.1  The purpose of this report is to provide the Committee with assurance that

1.2

1.3

2.0

improvement opportunities raised during Risk Assurance Reviews are being
progressed.

This report contributes to the purpose of local government by primarily
promoting effective operation of the Council.

The main points are:
e The majority of risk assurance tasks are being satisfactorily progressed.

e The only overdue action relates to finalising a Cash Handling Policy. This
work is substantially complete waiting final amendments and approval.

e 93 Resource Consents with which Council must comply have been loaded
in to Lutra Infrastructure Data (ID) system for management.

RECOMMENDATIONS - NGA TUTOHUNGA

A) That the Committee receives the report titled Risk Assurance
Action Status
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3.0
3.1

3.2

3.3

4.0
4.1

4.2

BACKGROUND - TE HOROPAKI

The Risk Assurance Review programme involve assessing how well the
critical controls identified for each of the Council’s strategic risk are working.

As a result of these assessments improvement opportunities may be
identified, which are raised as Tasks for business unit managers to

implement.

This report provides a status summary for Tasks from all Assurance Reviews.

DISCUSSION - TE MATAPAKITANGA
Risk Assurance Task Summary:

e Completed Tasks.

Previous Quarter

Current Quarter

2 4
e Open Tasks
In Progress Count
Current 6
Overdue 1
Total 7

Refer to Appendix 1 for a full list of tasks.

Open Tasks

= Current

= Qverdue
e Overdue Tasks.
Team Task Due Date Strategic Risk
Finance Draft and finalise the Cash 27/9/19 10. Corruption and
Handling Policy ready for sign-off Fraud Incidents

Comment: The policy is substantially complete. Minor amendments are required so the
policy can be approved and then implemented.

Resource Consent Compliance Summary:

e The following table lists consents issued by other authorities to HDC that
have conditions with which Council must comply.

Team Number
3 Waters 15
Drinking Water 18
Waste Water 12
Stormwater 17

Risk and Assurance Committee 3/02/2020
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Trade Waste 24
General 7
Total 93

Current Consnets

= Trade Waste

0,
= = General

Waste Water

18%
‘ Drinking Water

19% 13% Stormwater
(]

3 Waters

5.0 NEXT STEPS - TE ANGA WHAKAMUA

51 A work programme is being developed with Finance to support

implementation of the cash handling policy.

5.2  Work is underway to capture Resource Consent compliance data to support

compliance monitoring and reporting.

Attachments:

1] Strategic Risk Task Performance December 2019 PMD-9-3-19-7

SUMMARY OF CONSIDERATIONS - HE WHAKARAPOPOTO
WHAIWHAKAARO

Fit with purpose of Local Government - E noho hangai pu ai ki te
Rangatopd-a-rohe

The Council is required to give effect to the purpose of local government as set
out in section 10 of the Local Government Act 2002. That purpose is to enable
democratic local decision-making and action by (and on behalf of) communities,
and to promote the social, economic, environmental, and cultural well-being of
communities in the present and for the future.

This report contributes to the purpose of local government by supporting effective
operation of the Council.

Link to the Council’s Community Outcomes - E noho hangai pua ai ki te
rautaki matua

There is no specific contribution to Community Outcomes
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Maori Impact Statement - Te Tauaki Kaupapa Maori
There are no known impacts for Tangata Whenua.

Sustainability - Te Toitdtanga
There are no implications for sustainability.

Financial considerations - Nga Whaiwhakaaro Ahumoni
There are no financial implications.

Significance and Engagement - Te Hiranga me te Tahonotanga
This decision/report has been assessed under the Council's Significance and
Engagement Policy as being of low significance.

Consultation — internal and/or external - Whakawhiti Whakaaro-a-roto, a-
waho

There has been no external engagement.

Risks: Legal/ Health and Safety - Nga Tdraru: Nga Ture / Hauora me te
Haumaru

Failure to implement risk control improvements leaves Council open to criticism
should a risk event materialise.

Rural Community Board - Nga Poari-a-hapori
There are no implications for Community Boards.
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Strategic Risk Task Performance as at December 2019

2] Dosai;l_on Inherent  Residual | Controls Level of Treatment tasks

risk control

ltem 9

risk

1 Water Supply
Contamination

Policy and Procedure: Substantially Effective Sufficient 1: Counclil's insurance program offers an adequate level of
Asset Management Plan: Substantially Effective assurance cover in the event of a claim - Public &
Professional Liability - Environmental Impairment
Insurance: Substantially Effective . .
Task: Review Councll's insurance program - follow up to the
insurance Review to ensure Council has the right cover and
Is scanning the market for changes, potential impacts on
cover, loss modeling results, opportunities i.e, sell-insuring.
Assigned to: Jeff Tieman
Due: 26 Mar 2020
Status: In progress

2 Civl Defence Policy and Procedure, Response plans: Partially Effective Sufficient

Emergency Asset Management Plan: Substantially Effective

Land use planning, Avold use of flood prone or poor land for
housing and Infrastructure: Substantially Effective

Bullding Act and Code, Application of Bullding Act and Bullding
Code requirements to construction in the district: Substantially
Effective

Response and Business Continuity Planning: Largely Ineffective
Insurance: Substantially Effective

Contingency funds: Partially Effective

Insurance, Insurance Review (08/19) - Ensuring there is Sufficlent
appropriate cover in place in the event of prasecution or
financial fines: Fully Effective

3 People Safety

Attachment 1

Education, Training, Coaching, Aquatics Review (06/19) - A
training and competency register will need to be established
across all sites. Sultably qualified and competent staff can be
utilised across all sites.

Incident and Hazard Reporting, Aguatics Review (06/19) -
Ensuring all staff are trained on using Risk Manager including
frequent refresher training for permanent and seasonal stafi
Partially Effective

Monitoring and Compliance, Aquatics Review (06/19) - Rostering
sultably qualified personnel to cover all fadlities in the event of
staff shortage to ensure coverage and give personnel the
opportunity to work at multiple sites: Substantially Effective
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o
ID | Description Inherent | Residual | Controls Lavel of Treatment tasks E
risk risk control
[¢D)
Security Measures, Details: Aquatics Review (06/19) - Project =
Management best practice and risk assessment against all sites
followed by action plan roliout: Substantially Effective
4 | Adverse Environmental
Change
5 | Infrastructure Service Insurance, Insurance review - 08/10 - appropriate insurance in
Fallure place: Fully Effective
6 Information Security Insurance, Insurance review 08/10 - appropriate level of 1: Cyber security review
Fallure Insurance in place: Fully Effective Task: Ensure Cyber Security Is considered as part of the
Insurance review in March
Assigned to: Dean Ferguson
Due: 19 Mar 2020
Status: In progress
7 | Ineftective Regulatory Insurance, Insurance review - 08/10 - appropriate level of
Oversight Insurance: Fully Effective
8 | Inadequate Availlable T
Funds )
c
9 | Procurement Fallure Insurance, Insurance review 08/10 - approprlate insurance in 2: Contract register )
place: Fully Effective Task: Updating of all contracts onto a centrallsed register - E
Appropriate Relationship Management, Aquatics Review (06/19) to provide feedback on progress c
Recording and monitoring contract management and suppher Assigned to: Wendy Beeke &)
engagement, Ensuring there is direct engagement with the Due: 14 Jun 2020 [
supplier and an understanding of the key deliverable's to Findings: _I":
successfully manage o contract: Partially Effective Status: In progress <
Contract Register, Aquatics Review (06/19) - All contracts to be
identifled and added to the contracts register detalling contract
owner, value and expiry date: Largely Ineffective
Skilled Contract Managers, Aquatics Review (06/19) - Contract
Management training to be delivered to key personnel who have
a responsibility for managing a contract or part of - incorporate
the lifecycle of a contract: Substantially Effective
10 | Corruption and Fraud Policy and Procedure, Aquatics Review (06/19) - Cash Handling 1: Develop a robust cash handling policy to ensure
Incidents Framework - Policy, Guidance Procedures and Standard continuity scross Councll
Operating Procedures, Ensuring continuity across all sites to Task: Draft and finalise the Cash Handling Policy ready for
ensure there Is a level of monitoring and measuring: sign-off
Assigned to: Richard Elgie
Risk and Assurance Committee 3/02/2020 Agenda ltem: 9 Page 106



Strategic Risk Task Performance December 2019

Attachment 1

o
ID | Description Inherent | Residual | Controls Lavel of Treatment tasks E
risk risk o
Substantally Effective Due: 27 Sep 2019 =
Insurance, Insurance review 08/10 - appropriate insurance in Findings: This is sitting with Aaron to get final document
place: Fully Effective amended and signed by Bruce.
Status: |
Dally Banking Reconciliation, Dally banking should be checked by N FRTORTSS :
management and then finance through actual banking: Partially Task: Cascade and socialise the Cash Handling Procedural
Effective Guidance flip charts to all the operations that handle cash,
Physical Barriers, Strong safe controls and restricted access to Spot sudit against current prac(cces to ensure they meet
the HDC's cash handling principles set out in the document,
prevent a breach or the misappropriation of cash/ Assigned to: Aaron Wikson
documentation: Substantially Effective Duesm Jan.2020
Separation of Duties, Aquatics Review (06/19) - Maintaining a Status: In progress
! h i
:V:ltl:’ ‘?“::';"::’o’: ;h: c:s:lthnc’EI;?s h'rom BEMOmatn 2: Procedural guldance and audit against council standards
. Akl SNty Siective Task: To carry out an audit on the sites that handle cash
Education, Training, Coaching, Limited fraud awareness and/ or (initially a spot check on two or three) applying the newly
cash handling awareness training - requirement to understand introduced principles {Cash handling procedural guidance
the guiding principles and contrals which link into the filp chart) and Cash Handling Policy - Identify how effective
procedures: Partially Effective the roll out of the policy and procedural documents were
Organisation Culture, Aquatics Review (06/19) - Ensuring all and review SOP's to ensure they have been amended to —
employees feel part of the organisation - engage and working in align with the changes. —
collaboration around Initiatives and regular contact: Partlally Assigned to: Aaron Wilson [
Effective Due: 10 Feb 2020 (D)
Accountability and Traceability of Transactions, Aquatics Review Status: In progress E
(06/19) - Adequate level of oversight and reviewing transactions e
through system sudits and Financial control methodology: O
Partially Effective CU
Organisational Culture, Agquatics Review (06/19) - Inclusive :
workforce - open and transparent <
11 | Business Interruption Insurance, Insurance review 08/10 - appropriate insurance In
place: Substantially Effective
Define and Maintain Procedures, Business Continuity Plans to
support the escalation of an incident/ event: Partially Effective
12 | Loss of Key Staif Insurance: Insurance review 08/10 - appropriate Insurance in
piace: Substantially Effective
Avold single point of knowledge, Knowledge sharing and rotation
of key staff across relevant facilities/ business areas. Clearly
defined roles and responsibilities within business units;
Substantially Effective
Manageable Workloads, Managing workloads appropriate to the
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(@)]
ID | Description Inherent  Residual | Controls Level of Treatment tasks E
control
[¢D)
| roles and responsibilities. Pulling on key personnel to assist with s
meeting objectives of role: Partially Etfective
Separation of Duties, Clearly defined objectives and supported
by management to dellver on objectives: Partially Effective
Roles and Responsibilities, Roles and responsibilities to be clearly
defined and communicated to key staff. Positions need to be
backed up with clear objectives: Partially Effective
13 | Officer Error/Omission Insurance, Insurance review 08/10 - appropriate insurance in
place: Fully Effective
14 | Governance Fallure
15 | Economic Downturn
16 | Demographic Change
17 | Fallure to Megt Insurance, Insurance review 08/10 - appropriate insurance in
Regulatory place: Fully Effective
Reguirements —
18 | Legislative Change Insurance, Insurance review 08/10 - appropriate insurance in "E
place: Fully Effective O
19 | Facility Failure Asset Management Plan, Strategic approach to be taken to E
develop AMP's for the business areas which includes
coordination with the Property Assets Team and Finance: e
Partially Effective %
Insurance, Insurance review 08/10 - appropriate insurance in —
place: Fully Effective —
Adequate Resources, [Organisational Culture] Creating continuity <
where sill sets are transferable in the event of a facility failure -
the upskilling of staff: Substantially Effective
Working alone policy, Robust policy and ongoing training to new
and existing staff - incorporated into the Security Manual (under
development): Substantially Effective
20 | Failure to Achieve Insurance, Insurance review 08/10 - appropriate insurance in
Business as Usual place: Fully Effective
Performance
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REPORT TO: RISK AND ASSURANCE COMMITTEE

MEETING DATE: MONDAY 3 FEBRUARY 2020

FROM: CHIEF FINANCIAL OFFICER

BRUCE ALLAN
SUBJECT: CHIEF FINANCIAL OFFICER UPDATE
1.0 PURPOSE_ AND SUMMARY - TE KAUPAPA ME TE
WHAKARAPOPOTOTANGA
1.1  The purpose of this report is to provide the subcommittee with updates on

1.2

1.3

1.4

15

1.6

other initiatives that are currently underway and to provide an update on
outstanding actions from previous meetings.
Electronic Purchase Order Project (Procure to Pay (P2P))

The P2P module has now been implemented into the financial system, and
has been fully rolled out across Council. This roll out was staged group by
group, and was a significant logistical exercise, involving a total of four finance
staff operating as trainers, and involved around 200 staff members being
trained over a three month period.

The new electronic purchase order system has now gone fully live across
Council and has generally been well received. Where issues have arisen,
these are being resolved both with the users and the finance team.

Ongoing adjustments and improvements are expected and will be part of the
long term business improvement strategy. One of the outcomes of the new
purchase order system will see finance working to reduce the number of
working days before close off.

Audit Report for the financial year ended 30 June 2019

The report to Council from Audit New Zealand on the audit of Hastings District
Council and the group for the year ended 30 June 2019 has been received
and is attached as Attachment 1.

Audit New Zealand have issued an unmodified opinion, and were pleased to
note continued improvement in the delivery of the draft Annual Report and the
progress that Council have made in clearing previous recommendations. Of
the previous 15 open recommendations 7 have now been implemented and
closed, with another 4 likely to be closed off at the interim audit in 2020. The
remaining 4 open recommendations include two that will be resolved due to
the implementation of the new EPO system and one that relates to the
implementation of a contract management system which has a project
underway.
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1.7

1.8

1.9

1.10

1.11

1.12

1.13

1.14

There were three new recommendations that were raised, none of which were
of an urgent priority. These can be viewed as part of the audit action sheet
attached as Attachment 2.

Audit New Zealand state that the financial statements are free from material
misstatements, including omissions. During the audit any misstatements
other than those which were clearly trivial, that were found were discussed
with officers. There were no significant misstatements identified during the
audit that were not corrected.

Internal Audit

As per the 2019/20 internal audit plan, an audit of payroll compliance covering
procedures and practices to assess whether the controls and processes
ensured complete, accurate and timely processing of payroll information has
been completed in December 2019.

Currently the report is being drafted by Crowe (formally Crowe Horwath) with
an update of findings to be reported to the next risk and assurance committee
meeting.

The audit action sheet Attachment 2 is an update from both external and
internal audit recommendations, with updated comments on progress.

Risk Assurance Update

Over the last six months the Risk Assurance team has established a firm
foundation as a centre of expertise and support for risk management activities
across Council. The team successes include provision of risk management
support to the following strategic projects:

-  WMMP Project (Kerbside collection)

- Procurement manual update project
- 10 year water strategy project

- Cape Kidnappers

- Karamu Master Plan

In addition, the Risk Assurance Advisor has been the lead officer in the
following special projects:
- Landfill review

- Forestry slash management
- Caroline Rd cool store response
- Civil Defence Emergency Management Controller activities

Due to this proactive risk management workload, there has been an impact on
the review programme previously reported to the committee in July 2019. The
programme originally set out to complete eight reviews by the end of the
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1.15

1.16

1.17

1.18

1.19

2019/2020 Financial Year (FY). At present one of those reviews on Strategic
Risk Critical Controls, has been completed and it is unlikely the remaining
planned reviews can be completed by the original target date. As a result, the
intention is to focus on two areas of material risk in the current FY
programme, which are reviews on Transportation and Policies, Procedures
and Training. A revised review programme for the 2020/2021 FY will be
provided at the next Risk Assurance Committee meeting.

Enterprise Risk Management Framework

The HDC Enterprise Risk Management Framework was due for review in
January 2020. With the agreement of the Chair for the Risk Assurance
Committee, the review has been delayed until the Council risk appetite
statement has been adopted so this can be incorporated in to the next
revision of the Framework.

Forestry Slash Management

Over the last eighteen months the Risk Assurance team have been reviewing
and assessing the risk and potential impacts to our assets and communities
through the forestry activity and slash management. As a result, HBRC have
recently recruited a Compliance Monitoring Officer in which HDC jointly funds
50% FTE. As part of the joint funding and providing assurance to Council,
Risk Assurance have led the discussions around setting up an action plan and
refining KPI's to ensure the proper monitoring of forestry harvesting (pre,
during and post) is carried out and to ensure Council’s key objectives are met.
This has included producing an interactive risk based map detailing all
forestry locations, key lifeline roads, bridges and culverts, MPI erosion
susceptibility heat map, archaeological sites, flood risk areas, consented bore
locations to name a few.

Other initiatives to provide assurance around forestry activity include ensuring
the new FTE has access to certain Council records and systems pertaining to
notifications and/ or known forestry activity, access to key Council officers
(Environmental Consents, Transportation, and Compliance) and is fully
apprised of the risk profile of the district. A reporting suite has been generated
in order to capture key information and inform relevant staff of any breaches
or observations.

Further to that, an audit will be conducted on the last ten forestry harvest plan
notifications that have been submitted to both HBRC and HDC to identify
gaps and ensure full compliance between the TA and Regional.

Three Waters Update

The water safety plan (WSP) for the main Hastings urban supply has been
updated using the latest Ministry of Health guidance. This was submitted for
Drinking Water Assessor (DWA) assessment on the 8" November 2019. Prior
to submission it underwent various internal and external reviews. The DWA
are currently progressing their adequacy assessment of this new plan. If
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approved officers understand it would be the first WSP approved under the
new framework.

1.20 As part of the urban supply upgrade programme an assessment has been
undertaken to consider whether there were any interim upgrades works
required. The focus was to consider whether there were any interim works
that would deliver fully compliant water in a shorter timeframe. The
assessment concluded that any interim works would add circa $1m of cost to
the programme and would not substantially reduce the time to provide
compliant water. The monitoring and assessments of protozoa risks at Frimley
are considered to be very low, therefore this option provides little benefit and
the focus should remain on the final solution.

Review of Aquatics Delivery Model

1.21 The Group Manager of Community Facilities and Programmes has
undertaken an internal review of the delivery model for Council’s aquatics
facilities including formalising the roles and responsibilities between Councils
Assets Group and the facility operators. The review has also utilised the skills
and expertise of an external aquatics facility operator in improving practices at
our facilities.

Appointment of Independent member of Risk and Assurance Committee

1.22 The Finance and Risk Committee on 17 September 2019 received a report
recommending that Council follow best practice and appoint a second
independent member of the Audit and Assurance Committee, the resolutions
of that meeting are detailed below.

“That the Committee receives the report titled “Appointment of
Independent member to the Risk & Audit Subcommittee”.

That the Committee recommend to the incoming Council following
the 2019 triennial elections that:

i. Mr Jon Nichols be reappointed as the independent chair of the
Risk & Audit Subcommittee for a further three years.

ii. A second independent member of the Risk & Audit Subcommittee
be appointed for a period of three years with a preference for that
member to have asset management experience.”

1.23 Guidance is sought from the Committee members on the recommended
approach to identifying and recommending a preferred candidate to Council.

Action List
1.24 Attached as Attachment 3, is the updated action list.
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2.0 RECOMMENDATIONS - NGA TUTOHUNGA
A) That the Committee receives the report titled Chief Financial Officer
Update.
Attachments:
14 Financial Management - Audits - External audit - FIN-07-01-20-440
Audit NZ's Summary Letter to Audit and Risk
Committee 2019
20l  Audit Action Sheet as at 3 Feb 2020 FIN-07-02-20-109
3] Status of Actions Sheet CG-14-118
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

23 January 2020

Level 2, 100 Molesworth Street
Thorndon

Jon Nichols PO Box 99, Wellington 6140
Chair — Risk and Audit Subcommittee

Hastings District Council

Private Bag 9002

Hastings 4156

Dear Jon

Report to Council: Audit of Hastings District Council for the year ended 30 June
2019

We have completed our final audit of the Hastings District Council (the District Council) and group for
the year ended 30 June 2019.

This letter provides a summary of the key findings arising from our audit.

We also refer you to:

o Our report to the Council dated 18 December 2019 which sets out the full findings from our
audit; and

. Our interim management |letter to the Chief Executive dated 23 August 2019.

Audit opinion

We issued an unmodified audit opinion dated 10 October 2019 on both the full annual report and
the summary annual report.

Matters identified during the audit

o We reviewed, and are satisfied with, the robustness of the District Council’s revaluations
undertaken this year. Given their significance as a proportion of the District Council’s
assets, the focus of our work was on the revaluations of:

o roading infrastructure assets; and
o parks and reserves,

. We reviewed, and are satisfied with, the robustness of management’s assessments as to
why there is no material difference between the fair value and the carrying value of land
and buildings.

A business unit of the Controller and Auditor-General | www.auditnz.govi.nz
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. We are satisfied that there is no material difference between the fair value and the carrying
value of water infrastructure assets {the remaining major asset class not revalued this year).
However we have raised a recommendation in regards to the robustness of management’s
assessment. Section 4.3 of our full report to Council sets out further detail.

. We are satisfied that the reporting of mandatory measures, as required by the Non-
Financial Performance Rules 2013 (the rules), fairly represented the District Council’s
performance and complied with the intentions of the rules. We were also satisfied with the
explanations and commentary that were included in the Annual Report in relation to
measures that had not been achieved.

We are pleased to note that there has been further improvement in the delivery of the draft Annual
Report and the supporting work papers in the current year. More stringent internal quality assurance
processes could strengthen the year end process even further; specifically ensuring presentation of
the Annual Report isin line with the 2018-28 Long Term Plan. However nothing identified in our
quality assurance over the Annual Report delayed the audit process significantly,

It is pleasing to note the District Council’s progress in clearing previous recommendations.

Uncorrected misstatements

The financial statements are free from material misstatements, including omissions. During the audit,
we have discussed with management any misstatements that we found, other than those which
were clearly trivial.

Mandatory disclosures

Our full report to the Council set out a number of mandatory disclosures, which we have replicated
in the Appendix to this letter.

The only matter from those disclosures that we wish to highlight is one that we've previously
disclosed to the Committee and Council. The Audit Manager responsible for the audit has not
undertaken any work related to the internal auditors (as her sister is a Crowe Horwath employee).
The audit supervisor has reported directly to me on any of our work relating to internal audit.

Thank you

We would like to thank the Council, management and staff for their assistance during the audit.

Yours sincerely

Stephen Lucy
Director
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Appendix 1: Disclosures

Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and Auditor-General.
We are responsible for expressing an independent opinion on the financial
statements and non-financial performance information and reporting that
opinion to you. This responsibility arises from section 15 of the Public Audit
Act 2001.

The audit of the financial statements does not relieve management or the
Council of their responsibilities,

Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the Council.

Auditing standards

We carried out our audit in accordance with the Auditor-General's Auditing
Standards. The audit cannot and should not be relied upon to detect all
instances of misstatement, fraud, irregularity or inefficiency that are
immaterial to your financial statements. The Council and management are
responsible for implementing and maintaining your systems of controls for
detecting these matters.

Auditor independence

We are independent of the District Council in accordance with the
independence requirements of the Auditor-General’s Auditing Standards,
which incorporate the independence requirements of Professional and
Ethical Standard 1 (Revised): Code of Ethics for Assurance Practitioners,
issued by New Zealand Auditing and Assurance Standards Board.

In addition to the audit we have carried out an engagement in the area of
performing a limited assurance engagement related to the District Council’s
debenture trust deed, which is compatible with those independence
requirements, Other than the audit and this engagement, we have no
relationship with or interests in the District Council or its subsidiaries.

Fees

The audit fee for the year is $113,000, as detailed in our Audit Proposal
Letter,

Other fees charged in the period are $4,200 for the limited assurance
engagement related to the District Council’s debenture trust deed.

Other relationships

We are not aware of any situations where a spouse or close relative of a staff
member involved in the audit occupies a position with the District Council or
its subsidiaries that is significant to the audit.

We are not aware of any situations where 2 staff member of Audit
New Zealand has accepted a position of employment with the District
Council or its subsidiaries during or since the end of the financial year.

The Audit Manager responsible for the audit has not undertaken any work
related to the internal auditors (as her sister is a Crowe Horwath employee).
The audit supervisor has reported directly to the Appointed Auditor on any
of our work relating to internal audit.
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Audit Action Sheet as at 24, 0 FIN-07-02-18-100 24 Jan 2020
Completed
Officer pending Audit
Recommendation Responsible Priority Start Date By When Comment signoff
Audit New Zealand Recommendations
Asset management accept and support the comment. This will be sent to City Care as a Notice to Contractor, to further enhance accurate
Classification of Fault Response and Resolution Times Ashley Dunstan  |low Apr-19 Jun-19| reporting. b
Progress will be reviewed once interim has been completed.
‘Where invoices for DCs are concerned accounts receivable will generate all the transactions for the month, with the operations manager then
o . ) ) selecting from that list and checking against the relevant policy.
Develo nt Contribut Richard El | -19 Jun-19
evelopment Lontribution involce review (chard Egle o Apr 43 A control process has been developed with audit to complete testing at 20/20 interim with an expectation that this recomendation will be o
dosed.
Management will look into the possibility of a report for all RID changes; however it is likely that with the checks on the named types, these
. . would be the types more likely to have potential issues. We consider the risk to be very small asit is on an individual basis.
Rate Masterfil A Wil | -19 Jun-19
€ Masterifle review aron iiison o Apr U] A masterfile change report has been deveoped with Audit to complete testing at the 2020 interim with an expectation that this recomendation
will be closed.
A spreadsheet based contract management system has been established with ongoing refinement.
Implement Contract Management System Ange Hirst low 1/07/2017 Oct-20| A internal audit by Crowe Horwath of contract management has been has been completed with a number of recommendations made, these
have been addressed in the internal audit report. A project has been established to investigate system options.
The management and oversight of Council's pCards has been allocated to a new staff member that will allow for greater oversight and
compliance with policies. Staff have been reminded about what is appropriate pCard expenditure. The purchase of the Chief Executive's Koru
Purchase Card Use Aaron Wilsen medium 1/05/2017 Mar-19| Club memership is deemed to be avalid business expense and the operational policy is being updated to reflect this. 4
Mangement expect this will not be an issue going forward.
Audit are expecting to close this once interim has been completed for 2020.
Improvements to financial systems and processes following Opal Taylor fraud Aaron Wilson medium 28/11/2018 Jun-19|With the EPO system going live, Audit will review progress at interim 2020, with this recommendation likely to be resolved. ks
. . . . . : Monthly report is reviewed with any issues addressed. Management expect this to be closed at year end.
Expendit | tinl th DFA pol A wil |
penditure approvals nat in fine wi policy aron iiison medium ‘With the EPO system going live, Audit will review progress at interim 2020, with this recommendation likely to be resolved. o
Rates Assessment Notice - description of "factor” be included as a separate column to value to ensure )
e P e pt A , P Richard Elgie medium Jun-20|This will be reviewed with appropriate staff in the new year.
sufficient information is given to meet legislative requirements
Rates resolution - greater care taken in development the rates resolution to ensure that all dates induded Ashley Humphries | madium 1ul-30 A robust review process is undertaken annually of the rates resolution which includes an annual legal review to ensure compliance and best
within in are accurate. & P practice. Officers will review the review process to ensure mistakes of this nature do not occur again.
Fair value assessment o nnon-revalued asseets are made more robust Aaron Wilson medium Aug-20| Officers will review how fair value assessments are undertaken for non-revalued assets.
Crowe Horwath Fraud Risk Management Review
New Policy and Strategy in draft form waiting for approval.
- i ) ) Operational Manual being scoped due for completion June 2020.
Incomplete contract mang nt policies and pr: ures Ange Hirst Medium 2020 Introduction to procurement and contract management sessions were run in May 2019,
Contract management training delivered in November to key staff - 39 attended.
The Mbie contract management plan template was introduced as being an available tool as part of the introduction to procurement and
contracts management sessions held in May 2019.
Lack of contract management planning Ange Hirst Medium 2020 Cont@d managements&sslons held in May 2.019'
Investigating contract management systems in marketplace.
Contract Management training delivered November 2019 to 39 staff.
To further improve Hastings District Council’s contract evaluation processes additional management resources are required.
Lack of governance and management oversight Bruce Allan Medium Jun-20 To further |mpmve Hastings District Council’s contract evaluation processes additional management resources are required, this will be
enhanced with a contract management system
An introduction to procurement and contract management session was run with 29 staff attending. Contract Management training held
. ) ) Novernber 2019.
Unclear management capabilities Ange Hirst Medium Jun-20 More detailed one on one training is occurring with the procurement staff as required.
‘Working with HR on procurement capabilities when new staff arrive.
Contracts not assessed for risk Bruce Allan Medium Jun-20{The implementation of a new contract register is being scoped for approval.
Contracts register incomplete Ange Hirst Medium Jun-20|There is aworking group set up to look at contract management systems out in the market.
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Audit Action Sheet as at 24 0 FIN-07-02-18-100 24 Jan 2020
Completed
Officer pending Audit
Recommendation Responsible Priority Start Date By When Comment signoff
Lack of records management policies and procedures Regan Smith Medium A wider review of Councils records management system is being undertaken which could ultimately lead to either a new system being identified

Tec|orenhancements adopted for the existing systems.

Training programme to be developed - With the new onboarding induction for new employees, this is now being covered. A wider programme
Bruce Allan high May-20 of internal training has been underway with regards approval of invoices with the implementation of the new electronic purchase order system.

In addition financial training programme is to be developed in which fraud awareness will be incorporated for managers and team leaders with
budget responsibilities.

Develop in house training programme for fraud and corruption awareness and line manager responsibilty for
invoice approvals

Review Protected Disclosures Policy Bruce Allan high 23/05/2017 Feb-20| This will now be put formally to the Lead team for ad option.

Regan Smith

Intemal Control - review cash collection method from remote sites medium 23/05/2017 Apr-20) Cash handling is now being rolled up into a wider project, where a revenue cash handling policy and procedure are being updated. This will

cover all cash handling sites and will help mitigate risk.

Attachment 2
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Audit Action Sheet as at 24, 0 FIN-07-02-18-100 24 Jan 2020
Completed
Officer pending Audit
Recommendation Responsible Priority Start Date By When Comment signoff
CLOSED and COMPLETED
Review of invoices approved by Super-users Aaron Wilson low Apr-19 Jun-19|Superusers now no longer have DFA for approving invoices removing the oppertunity for this to occur in the future. ol

This has occurred due to a change of personnel in the operations manager role. What will happen going forward is that it will be prepared by
Appropriate review of the RID reconciliation Aaron Wilsen low Apr-19 Jun-19|Richard Elgie (Finance Operations Manager) and reviewed by Aaron Wilson (Financial Controller). This is now in place. ki
Audit have reviewed and now CLOSED.

This is partly due to a change in personnel preparing this reconciliation. Going forward the correct supporting documentation will be attached
Review of suspense accounts Aaron Wilson low Apr-19 Jun-19|and reviewed. K
Audit have reviewed and now CLOSED.

HDC uses the 'Kaon' developed IS Security Policy suite. HDC has a subscription with Kaon to provide annual updates to the security policies and
the latest update to the policy framework is expected in the latter part of 2018.

During the current period the Council information security policies have been reviewed by the IM Team. When the updated policy framework
from Kaon is published it will be considered for potential updates. The target date for completing, approving and publishing the updated policy
was 30 June 2018 but was ongoing at the time of our final audit.

IT Policies have now been released based on greatest business risk. These polices are now available and accessible online and have been
reinforced with strong internal staff communications. Policy awareness and understanding will be progressively communicated over the coming
Months via a change communications program.

Polices published and communicated to date include:

Password Management and Authentication: This Policy describes the authentication requirements for accessing internal computers and
networks and includes those working in-house as well as those connecting remotely.

Review IT Policies and Procedures Andrew Smith medium 1/07/2017 Jun-19| Email: The purpese of the Email Poligy is to decument how electronic mail systems and services are to be used. K
Access Control: The purpose of the Access Control Policy is to ensure that information systems resources and electronic information assets
owned or managed by Hastings District Council are available only to authorised personnel. This Policy also deals with the prevention of
unauthorised access through managed controls to create a secure computing environment.

Additional IT Polices under review and in the process of being finalised include:

Attachment 2

. Mobile Phones & BYOD
. Internet Usage

. Laptops & Tablets

. Information Privacy

Target completion to have all IT Polices finalised and issued / communicated is June 2019.
Management expect this to be concluded at the year end audit.
Audit have reviewed and now CLOSED.

Council has adopted and complied with this recommendation, removing all users from the local PC admin group. The IMteam have been
progressively working te remove this capahility over the past year. However, the remaining workstations in Marketing and Commu nications
Reduce number of Staff have Local Administration Rights Kevin Dresser medium 1/07/2017 Mar-19| (approximately 10) have experienced difficulties in font availability and are yet to be changed. In order to be able to complete their jobs in ki
relation to fonts changes these 10 workstations continue to have local administration rights.
Audit have reviewed and now CLOSED.

Avyear to date calculation has now been builtinto the reconciliation process. The system issue has been rectified by a Techl consultant.

Bank reconciliations Aaron Wilson medium 28/11/2018 Apr-19 Management expect this issue to be closed at the year end audit ke
Audit have now CLOSED this recommendation.

Management has confidence in the accuracy of our FMIS information. Throughout the audit process, changes will be made which will create
Supporting documentation Aaron Wilson medium 28/11/2018 Jun-19| discrepancies. Staff will work more closely with audit to ensure they understand what has changed. ke
Now CLOSED.

PWC Accounts Payable & Electronic Bank Transfer Internal Audit

Electronic Purchase Order [EPO) System Implementation Bruce Allan medium 23/05/2007 2019| EPO system has now gone live. Requirements have now been met. CLOSED. S
Goods Receipted not Recorded when received (requires EPO) Bruce Allan low 23/05/2007 2019| EPO system has now gone live. Requirements have now been met. CLOSED. s
Review PO / Invoice approval DFAs (requires EPO) Bruce Allan medium 23/05/2007 2019|EPO system has now gone live. Requirements have now been met. CLOSED. k"
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(@)
Risk and Audit Subcommittee -
Status of Actions Sheet — 3 February 2020 g
fd
Item | Meeting , Reporting Progress as at 22 October
No. | Date Action Officer 2019 Complete
1 19/6/17 | Building Control Liability Issues Building Ongoing, last update provided
e The Subcommittee would take a watching brief and Control at 2/7/19 meeting
1. Officers would report back regularly in order to update | Manager
the Subcommittee.
2 15/11/18 | Performance of Contract Post Tender Chair/CFO | Chair to supply CFO an
e Need to develop a mechanism to monitor contract example of how this monitored
performance post implementation in other industries o
3 | 06/05/19 | Review of Aquatics delivery model GM CF&P | Review of Resourcing and c
e Mayor asked for a review of service delivery model Management Structure O
underway. Cover off with CFO c
overview. c
4 06/05/19 | Electronic Purchase Order Project FC Completed 31 January 2020. %
e FC to take Jon Nichols, Crs Kerr and Travers through =
the P2P process once it is ready to be implemented <
5 02/07/19 | Governance Oversight of Finances CFO Programmed with Induction
« Finance to develop a inhouse training package First tranche to be delivered
13/2/20
6 | 16/09/19 | Risk Appetite Statement CFO/Regan | On agenda
¢ Draft Risk Appetite Statement to be modified and Smith
circulated to Risk and Audit
7 02/07/19 | Internal Audit Included in CFO update report
e Summary of progress to be presented to next Risk and FC
Audit Meeting
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8 | 02/07/19 | Closed Landfills GM:AM Ongoing
e A report to be developed to Risk and Audit on the CT
locations and integrity of closed landfills within HDC
boundaries and other areas required.
Treasuring Activity and Funding
9 | 16/09719 | 4 |nvite Bancorp Treasury advisors to subcommittee BC Invited to 3/2/20 meeting
 Convey options if interest rates go below zero _Ersg?:corp to discuss
e Advise savings by using swaps
Risk Assurance Reviews
10 | 16/09/19 | o Update to Council DF Proposed fo 2" qgtr of 2020
« Transportation review Programme for 2" gt of 2020
Health & Safety Risk Management
11 |16/09/10 | Next report to committee to incorporae traffic light | JK Reporting updated
reporting
e Dashboard reporting to be developed - include
contractor performance
General Action Review
12 16/09/19 BA Completed

e CFO and Chair to review actions outstanding.
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