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Risk and Assurance Subcommittee ï Terms of Reference 
 
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; 

¶ Effective management of potential risks, opportunities and adverse effects. 

¶ Reasonable assurance as to the integrity and reliability of the financial reporting of Council. 

¶ aƻƴƛǘƻǊƛƴƎ ƻŦ /ƻǳƴŎƛƭΩǎ ǊŜǉǳƛǊŜƳŜƴǘǎ ǳƴŘŜǊ ǘƘŜ ¢ǊŜŀǎǳǊȅ tƻƭƛŎȅ. 

¶ Monitoring of Councils Strategic Risk Framework. 

 
Membership 
 

¶ Membership (6 including 4 Councillors). 

¶ Independent Chair appointed by Council. 

¶ Deputy Chair appointed by Council. 

¶ 2 external independent members appointed by Council. 

 
 
Quorum ï 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. 



 
 

 

 

HASTINGS DISTRICT COUNCIL 
 

RISK AND ASSURANCE C OMMITTEE MEETING 
 

MONDAY, 3 FEBRUARY 2 020 
 

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

TIME: 1.00pm 

 

A G E N D A 

 
 
 

1. 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.  

2. 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.  

3. Confirmation of Minutes  

4. Treasury Activity and Funding Update 5 

5. Annual Review of Treasury Management Policy 15 

6. Health & Safety Risk Management Update 71 



 
 

 

7. Council Risk Appetite Statements 83 

8. Risk Assurance Insurance Review 97 

9. Risk Assurance Action Status 101 

10. Chief Financial Officer Update 109  

11. Additional Business Items  

12. Extraordinary Business Items   
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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 
WHAKARǔPOPOTOTANGA 

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 Councilôs strategic 
objective of sustainable use of resources and providing resilience to hazards 
and shocks. 

1.3 The Councilôs 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 Councilôs 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 13th November 2019 review.  

 

2.0 RECOMMENDATIONS - NGǔ TȉTOHUNGA 

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

 
 

file://///hdcfp1/data/Infocouncil/Templates/Report_Guidance.pdf
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3.0 BACKGROUND ï TE HOROPAKI 

3.1 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. 

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

3.3 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. 

4.0 DISCUSSION - TE MATAPAKITANGA 

4.1 Councilôs 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 Councilôs funding profile back within policy in the event that a 
timing issue causes a policy breach. 

4.2 Attachment 1 sets out Councilôs overall compliance with Treasury 
Management Policy as at 31 December 2019. 

4.3  The Councilôs 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. 

4.4 Recent Borrowings: On the 7th October Council borrowed $5m, and on the 
16th 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 
Interest Rate 

Maturity 
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 

 

4.5 Recent Movements in Investments: On the 4th October one of Councilôs 
Term deposits matured ($4m at 2.5%). These funds were used to fund 
Councilôs 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. 
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On the 16th 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 itôs Treasury Policy. 

4.6 Recent RBNZ announcements: The RBNZ left its Official Cash Rate (OCR) 
at 1% at its 13th 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 - NGǔ KǽWHIRINGA  

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 
Councilôs financing costs to a minimum, maintaining adequate liquidity, while 
maintaining compliance with Councilôs Treasury policy. 

 

Attachments: 
 

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

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

  
 
 
 

 

SUMMARY OF CONSIDERATIONS - HE WHAKARǔPOPOTO 
WHAIWHAKAARO 

 

Fit with purpose of Local Government - E noho hǕngai pȊ ai ki te 
RangatǾpȊ-Ǖ-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 Councilôs objective of 
sustainable use of resources and providing resilience to hazards and shocks. 

 

Link to the Councilôs Community Outcomes - E noho hǕngai pȊ ai ki te 
rautaki matua 

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

MǕori Impact Statement - Te TauǕkǭ Kaupapa MǕori 

There are no known impacts for Tangata Whenua. 
 

Sustainability - Te ToitȊtanga 

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

Financial considerations - NgǕ Whaiwhakaaro Ahumoni 

This proposal will ensure that financing costs are kept within Councilôs existing 
budgets. 

 

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

Consultation ï internal and/or external - Whakawhiti Whakaaro-Ǖ-roto, Ǖ-
waho 

There has been no external engagement. 

 

Risks: Legal/ Health and Safety - NgǕ TȊraru: NgǕ Ture / Hauora me te 
Haumaru 

 

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

Rural Community Board - NgǕ Poari-Ǖ-hapori 

There are no implications for the Rural Community Board. 
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Treasury Position Report 31 December 2019 Attachment 1 
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Treasury Position Report 31 December 2019 Attachment 1 
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Capital Position Report 31 December 2019 Attachment 2 
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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 
WHAKARǔPOPOTOTANGA 

1.1 The purpose of this report to undertake a review of Councilôs Treasury 
Management Policy. 

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

1.3 This report reviews and proposes changes to Councilôs 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 - NGǔ TȉTOHUNGA 

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 

 
 

file://///hdcfp1/data/Infocouncil/Templates/Report_Guidance.pdf
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3.0 BACKGROUND ï TE HOROPAKI 

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

3.2 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. 

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

3.4 This is the first review of Councilôs Treasury Management Policy undertaken 
by Bancorp Treasury. 

4.0 DISCUSSION - TE MATAPAKITANGA 

4.1 Councilôs current Treasury Management Policy has been developed in 
conjunction with PriceWaterhouse Coopers and was last reviewed in 
November 2018. 

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

4.3 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. 

4.4 The major changes that alter absolute limits and KPIôs 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, Officerôs 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. Bancorpôs view is that 16 bands is too complex and means that 
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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. Bancorpôs 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 I ï Definition of Financial Instruments, and Appendix II ï Glossary of 
terms Corporate Treasury Management 

This whole section (while nice to have) doesnôt add any value to the policy 
and is recommended to be removed and put into a separate document to be 
used for training purposes. 

 

5.0 OPTIONS - NGǔ KǽWHIRINGA  

Option One - Recommended Option - Te KǾwhiringa Tuatahi ï Te 
KǾwhiringa TȊtohunga  

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

 

Advantages 
 

¶ 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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¶ 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: 
 

1ᶓ  Treasury Management Policy - Risk and Assurance FIN-15-01-20-17  

  
 
 
 

 

SUMMARY OF CONSIDERATIONS - HE WHAKARǔPOPOTO 
WHAIWHAKAARO 

 

Fit with purpose of Local Government - E noho hǕngai pȊ ai ki te 
RangatǾpȊ-Ǖ-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 Councilôs Community Outcomes - E noho hǕngai pȊ ai ki te 
rautaki matua 

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

MǕori Impact Statement - Te TauǕkǭ Kaupapa MǕori 

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

Sustainability - Te ToitȊtanga 

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

Financial considerations - NgǕ 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 TȊhonotanga 
This report has been assessed under the Council's Significance and 
Engagement Policy as being of minor significance. 

 

Consultation ï internal and/or external - Whakawhiti Whakaaro-Ǖ-roto, Ǖ-
waho 

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

 

Risks: Legal/ Health and Safety - NgǕ TȊraru: NgǕ Ture / Hauora me te 
Haumaru 

 

No implications 
 

Rural Community Board - NgǕ Poari-Ǖ-hapori 

No implications 
 

 
 



Treasury Management Policy - Risk and Assurance Attachment 1 
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