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Risk and Audit Subcommittee – Terms of Reference 
A subcommittee of the Finance and Risk Committee 

 
Fields of Activity 
The Risk and Audit Subcommittee 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; and 

 Reasonable  assurance as to the integrity and reliability of the financial reporting of Council; and 

 Monitoring of the Council’s requirements under the Treasury Policy 
 
Membership (4 Members) 
Chairman appointed by the Council  
The Mayor 
Deputy Mayor  
2 Councillors 
An independent member appointed by the 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 the Council or the Finance and Risk Committee  

The subcommittee reports to the Finance and Risk Committee. 

 



 
 

 

 

HASTINGS DISTRICT COUNCIL 
 

RISK AND AUDIT SUBCOMMITTEE MEETING 
 

MONDAY, 2 SEPTEMBER 2019 
 

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

TIME: 10.00am 

 

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 

Minutes of the Risk and Audit Subcommittee Meeting held Tuesday 2 
July 2019. 
(Previously circulated)  

4. Treasury Activity and Funding 5 



 
 

 

5. Update on HDC Risk Appetite Statement Development 15 

6. Risk Assurance Review Update 19 

7. Health and Safety Risk Management Update 23 

8. Chief Financial Officer Overview and Status of Actions 29 

9. 2019 Annual Report Update and Interim Audit 37  

10. Additional Business Items  

11. Extraordinary Business Items   
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REPORT TO: RISK AND AUDIT SUBCOMMITTEE 

MEETING DATE: MONDAY 2 SEPTEMBER 2019 

FROM: MANAGER STRATEGIC FINANCE 
BRENT CHAMBERLAIN  

SUBJECT: TREASURY ACTIVITY AND FUNDING         

 

 

1.0 EXECUTIVE SUMMARY - TE KAUPAPA ME TE 
WHAKARĀPOPOTOTANGA 

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 social, economic, environmental, and cultural well-being of 
communities 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 $137.7m as at 31 July 2019. 
Offsetting this are $22.0m of term deposits, giving a net external debt position 
of $115.7m. 

1.4 During July Hastings District Council borrowed $31.5m from the Local 
Government Funding Agency (LGFA), and created $22.0m of bank term 
deposits. 

1.5 Council is currently compliant with Treasury Management Policy. 

1.6 On the 9th of August Standard and Poors (S&P) credit rating agency affirmed 
Hastings District Council’s credit rating as “AA with a stable outlook”. 

1.7 On the 7th of August the Reserve Bank of New Zealand cut the Official Cash 
Rate (OCR) to 1%. 

 

2.0 RECOMMENDATIONS - NGĀ TŪTOHUNGA 

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

 
 

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

3.1 The Hastings District Council has a Treasury Policy which forms part of the 
2018-28 Long Term Plan and a Treasury Management Policy. Under these 
policy documents responsibility for monitoring treasury activity is delegated to 
the Risk and Audit Subcommittee. 

3.2 Council is provided with independent treasury advice by Miles O’Connor of 
Bancorp Treasury Services and receives weekly 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 Audit 
Subcommittee. 

4.0 DISCUSSION - TE MATAPAKITANGA 

4.1 Council’s debt portfolio is managed within the 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 as debt moves closer to maturity and shifts from 
one time band to another. 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. 

4.2 Attachment 1 sets out Council’s overall compliance with Treasury 
Management Policy as at 31 July 2019. 

4.3 The current total external debt is $137.7m as at 31 July 2019. Offsetting this 
are $22.0m of term deposits, giving a net external debt position of $115.7m. 
This is supported by the Treasury Position 31 July 2019 Report in 
Attachment 1. 

4.4 Recent Borrowing: On the 22nd July 2019 Council borrowed $31.5m from 
LGFA at a floating rate of Bank Bill 90 day Benchmark Rate (BKBM) (currently 
1.21% pa) plus a margin. Details are as follows: 

 

Amount Interest Rate 
(effective 13 August 2019) 

Maturity Date 

$7.5m 1.58% 14th April 2022 

$7.0m 1.66% 14th April 2023 

$9.0m 1.69% 15th April 2024 

$8.0m 1.76% 15th April 2025 

$31.5m 1.67% Average  

 

 

4.5 Recent Investments: On the 22nd July 2019 Council invested $22.0m in term 
deposits as follows: 
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Amount Interest 
Rate 

Maturity 
Date 

Bank Reason for holding 

$4.0m 2.70% 21/10/19 Westpac Prefunding Capital Program 

$4.0m 3.13% 20/01/20 BNZ Prefunding Capital Program 

$10.0m 3.10% 14/04/20 BNZ Prefunding LGFA Loan Maturity 

$4.0m 3.10% 20/04/20 BNZ Prefunding Capital Program 

$22.0m 3.03%  Average   

 

4.6 Recent Changes at S&P: On the 15th July 2019 S&P released their new 
“methodology for rating Local and Regional Governments outside of the U.S.”. 
As part of this release they retrospectively reviewed their ratings for the 
2018/19 year using this new criteria. Hastings District Council was one of 18 
Local Governments worldwide, and one of two Councils in New Zealand to be 
put under criteria observation as a result. Council was warned they were on 
watch and were given one month to go through a formal review of its current 
status.  

4.7 This review took place on the 1st August 2019, and the resulting credit rating 
was released on the 9th August 2019, with no change to Council’s AA rating 
with stable outlook. 

4.8 The main changes in the methodology was in the importance of having 
guaranteed credit available for the next 12-24 months of operations (including 
capital and debt maturity requirements). 

Debt and Interest to operating revenue ratio bands were also adjusted, and 
the contingent liability criteria was removed and rolled into the overall debt 
score. 

4.9 Historically Council has scored poorly in its liquidity metrics because during 
the 3 years of having a credit rating Council has required significant debt 
increases due to its capital program, but Council has always relied on the 
LFGA to supply just in time funding to pay for this program. 

4.10 Officers have worked to improve Councils liquidity and have increased 
Council’s line of credit with Westpac from $10m to $15m, and prefunded 
$22m of capital works and debt maturities. This was received favourably by 
S&P. 

Officers also did some work to demonstrate to S&P that the interest rate 
calculations used in the Long Term Plan (LTP) were conservative, and 
significant savings of between $1m-$4m per year will be realised compared to 
the original LTP projections. 

4.11 Following the review on the 1st of August, armed with updated liquidity metrics 
and cost of funds calculations, S&P affirmed the Council’s current credit rating 
of “AA Stable” for another 12 months. 

4.12 Recent OCR Changes: On the 7th August, the Reserve Bank of New 
Zealand, lowered the OCR by 50 basis points to 1.0%. 
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4.13 The size of this cut surprised the market. Commentators were expecting a 25 
basis point cut. This is only the third time the Reserve Bank as moved the rate 
down by 50 basis points in a single move. The previous times were triggered 
by the Global Financial Crisis and by Christchurch’s earthquake. 

4.14 Why … “A lower OCR is necessary to continue to meet its employment and 
inflation objectives” 

Because … “Growth headwinds are rising” 

And … “Global economic activity continues to weaken, easing demand for 
New Zealand’s goods and services” 

And … “The balance of risks to achieving its consumer price inflation and 
maximum sustainable employment objectives was tilted to the downside” 

And … “In the absence of additional monetary stimulus, employment and 
inflation would likely ease relative to our targets”  

(Quotes from the Reserve Bank’s statement, with emphasis added by Bancorp Treasury) 

5.0 OPTIONS - NGĀ KŌWHIRINGA  

5.1 No Options 

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⇩  Council's Treasury Charts July 2019 FIN-15-03-19-195  

  
 
 
 

 

SUMMARY OF CONSIDERATIONS - HE WHAKARĀPOPOTO 
WHAIWHAKAARO 

 

Fit with purpose of Local Government - E noho hāngai pū ai ki te 
Rangatōpū-ā-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 primarily promoting 
economic wellbeing and more specifically through the Council’s strategic 
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objective sustainable use of resources and providing resilience to hazards and 
shocks. 

 

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

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

Māori Impact Statement - Te Tauākī Kaupapa Māori 

There are no known impacts for Tangata Whenua  

Sustainability - Te Toitūtanga 

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

Financial considerations - Ngā Whaiwhakaaro Ahumoni 

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

 

Significance and Engagement - Te Hiranga me te Tūhonotanga 
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-ā-roto, ā-
waho 

There has been no external engagement  

Risks: Legal/ Health and Safety - Ngā Tūraru: Ngā Ture / Hauora me te 
Haumaru 

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

Rural Community Board - Ngā Poari-ā-hapori 

There are no implications for Rural Community Board 
 

 
 





Council's Treasury Charts July 2019 Attachment 1 
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REPORT TO: RISK AND AUDIT SUBCOMMITTEE 

MEETING DATE: MONDAY 2 SEPTEMBER 2019 

FROM: RISK AND CORPORATE SERVICES MANAGER 
REGAN SMITH  

SUBJECT: UPDATE ON HDC RISK APPETITE STATEMENT 
DEVELOPMENT         

 

 

 

1.0 PURPOSE AND SUMMARY - TE KAUPAPA ME TE 
WHAKARĀPOPOTOTANGA 

1.1 The purpose of this report is to update the Subcommittee on development of a 
risk appetite statement for Council. 

 Risk appetite development is an ongoing objective associated with the 
Enterprise Risk Management Programme. 

1.2 Based on feedback from the last meeting and a subsequent meeting with the 
Chair of Audit and Risk Subcommittee, a revised approach has been 
developed for presenting the Councils Risk Appetite. 

1.3 The revised approach is based on establishing a level of risk appetite and 
associated tolerances for each of the key focus areas in the Council Long 
Term Plan. 

1.4 The attached document presents a draft statement for two of the six key focus 
areas in the Long Term Plan (LTP) 2018/2028. The two areas being; Water 
for our future and Homes for our people. 

 Feedback is sought on the attached draft risk appetite statements before 
completion of a statement for all six focus areas. 

 The appetite rating is expressed using the following scale: 

 
Rating Philosophy Tolerance for 

Uncertainty 
Willingness to accept 
uncertain outcomes 
or variations. 

Choice 
 
Willingness to select an option 
puts objectives at risk 

Trade-off 
 
Willingness to trade off 
against achievement of 
other objectives. 

Open Will take justified risks Fully anticipated Will choose option with highest 
return; accepting possibility of 
failure. 

Willing 

Flexible Will take strongly 
justified risks 

Expect some Will choose to put at risk, but will 
manage impact 

Willing under right 
conditions 

Cautious Preference for 
delivering expected 
outcome. 

Limited Will accept if limited and heavily 
out-weighted by benefits 

Prefer to avoid 

Minimalist Extremely conservative Low Will accept only if essential, and 
limited possibility/extent of failure 

With extreme reluctance 

Averse Avoidance of risk is a 
core objective 

Extremely low Will always select the lowest risk 
option. 

Never 
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1.5 Should this approach be considered suitable, the intention is to develop these 
statements during future LTP process so they agreed at the time the goals are 
established. 

 

 
 

2.0 RECOMMENDATIONS - NGĀ TŪTOHUNGA 

A) That the Risk and Audit Subcommittee receive the report titled 
Update on HDC Risk Appetite Statement Development. 

 
 

Attachments: 
 

1⇩  DRAFT LTP Focus Area Risk Appetite Statement 
for Risk & Audit Subcommittee Sept 2019.DOCX 

PMD-03-81-19-195  

  
 
 

 



DRAFT LTP Focus Area Risk Appetite Statement for Risk & Audit Subcommittee 
Sept 2019.DOCX 

Attachment 1 
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DRAFT LTP Focus Area Risk Appetite Statement for Risk & Audit Subcommittee 
Sept 2019.DOCX 

Attachment 1 
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REPORT TO: RISK AND AUDIT SUBCOMMITTEE 

MEETING DATE: MONDAY 2 SEPTEMBER 2019 

FROM: RISK ASSURANCE ADVISOR 
DEAN FERGUSON  

SUBJECT: RISK ASSURANCE REVIEW UPDATE         

 

 

1.0 PURPOSE AND SUMMARY - TE KAUPAPA ME TE 
WHAKARĀPOPOTOTANGA 

1.1 The purpose of this report is to update the Risk & Audit Subcommittee on the 
progress of a review and its associated findings raised at the previous 
meeting.  

1.2 The Risk & Audit Subcommittee members requested that officer’s report back 
at the next meeting with the progress that has been made on the findings and 
recommendations that have arisen from a recent Risk Assurance Review.   

1.3 As previously reported to the Risk & Audit Subcommittee during the July 2019 
meeting, Officers conducted a review on the Flaxmere Aquatic Centre (and 
associated pools) which focussed on the applicable strategic risks and 
controls. The findings and recommendations were reported to the members 
along with table detailing the ratings of the findings – see table 1. 

2.0 Overview of the findings and tracking against progress 

2.1 As part of the ongoing support provided to the business unit, Risk Assurance 
have been working with the various key stakeholders and action owners to 
ensure any controls associated to the Strategic Risks that were identified as 
being ‘substantially effective’ to ‘none or largely ineffective’ are addressed and 
brought up to the standard of being ‘fully effective’.  

2.2 Table 1 – Overall findings and tracking of control effectiveness.  

 

 

2.3 The following controls under the above Strategic Risks have been worked on 
and mitigations put in place to demonstrate progress and improvement:  

3.0 Corruption and Fraud 

3.1 Policies and Procedures: IMPROVING 

None or largely ineffective Partially effective Substantially effective Fully effective

Health & Safety − 2 2 1 

Procurement Failure 1 2 − − 

Corruption & Fraud 3 9 1 − 

Business Interruption − 4 − 

Loss of Key − 2 2 

Total 4 19 5 1

Strategic Risks
Number of Critical Controls tested

Tracking
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3.2 A project was established to support the development and creation of a 
Council-wide policy and guidance procedure on cash handling. The work that 
was undertaken focussed on developing a set of principles around the 
following aspects of cash handling:  

 Staff security when handling cash. 

 Cash handling/ receipting/ Daily banking & banking reconciliation. 

 Daily record keeping. 

 Transportation of cash. 

 Segregation of duties. 

 Monitoring and measuring. 

3.3 Key areas of the business all contributed to developing a Council-wide 
procedure document which will be introduced to the organisation prior to the 
summer season starting. Training will be delivered to all new and existing staff 
responsible for handling cash and managers will use the principles to develop 
their own standard operating procedures. 

3.4 Organisational Culture: IMPROVING 

3.5 Management have made a number of changes to ensure the pool managers, 
team leaders and staff are more involved in the decisions and initiatives that 
are being agreed at Council. Regular meetings have been established 
between management and staff and staff are given the opportunity to be 
involved with Council run initiatives such as Te Reo etc. It is important to note 
that management have been actively engaging key teams across the 
organisation to support their operations.   

3.6 Systems & Technology/ Training: IMPROVING 

3.7 Staff have been retrained in the financial accounting system, Centaman.  In-
house training ran for a period of 5 days and was mandatory for a majority of 
staff to attend. Further to that, as part of the cash handling roll out, staff will 
also receive awareness training around other Council policies such as, Fraud 
and Corruption.  

4.0 Procurement Failure 

4.1 Contract Management & Skilled Contract Managers: IMPROVING 

4.2 Council are currently sourcing Contract Management training to deliver to all 
contract owners and staff that own critical KPI within a contract. The training 
will focus around how to manage the life cycle of a contract during its term.  

4.3 Management have been working with Council’s procurement specialist to 
ensure all contracts are well managed and are fit for purpose.  

5.0 Loss of Key Staff 

5.1 Avoid single points of knowledge and manageable workloads: IMPROVING 

5.2 The facilities have gone through a recruitment drive to fill spaces at the Clive 
Pool including recruiting a new manager and creating a structure within the 
teams. There has been an effort to ensure the pool facilities staff are all 



File Ref: 19/865  
 

 

Risk and Audit Subcommittee 2/09/2019 Agenda Item:   6 Page 21 
 

It
e

m
 6

  

trained to the same standards and procedures to allow for staff to work from 
different sites without additional training.  

5.3 Management have structured their workloads to ensure they are reaching 
milestones and meeting their objectives. That has been reflected through the 
changes in the culture at the facilities.  

6.0 NEXT STEPS 

6.1 Risk Assurance will continue to support the business area to ensure the 
critical controls achieve and maintain a fully effective rating. The performance 
will be tracked through the new Risk Management System, Quantate.  

6.2 The next two reviews on the strategic risks will focus on the controls around 
policies/ procedures, training & communications, and the Transportation area 
under Asset Management.   

 
 

 

7.0 RECOMMENDATIONS - NGĀ TŪTOHUNGA 

A) That the Council/Committee receives the report titled Risk 
Assurance Review Update 

 
 
 

Attachments: 
There are no attachments for this report. 
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REPORT TO: RISK AND AUDIT SUBCOMMITTEE 

MEETING DATE: MONDAY 2 SEPTEMBER 2019 

FROM: HEALTH AND SAFETY MANAGER 
JENNIE KUZMAN  

SUBJECT: HEALTH AND SAFETY RISK MANAGEMENT UPDATE         

 

 

1.0 PURPOSE AND SUMMARY - TE KAUPAPA ME TE 
WHAKARĀPOPOTOTANGA  

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

1.2 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. 

1.3 At its June 2016 meeting, Council accepted the recommendations from the 
Audit and Risk Subcommittee in relation to Health and Safety reporting.  

1.4 This report serves as an update report to the Risk and Audit Subcommittee on 
Health and Safety risk management. 

1.5 Report Contents 

1.6 This report provides information regarding the areas of: 

 Contractor Health and Safety Management 

 Organisation Security Project – Progress Update 

 ISO ISO/NZS 45001:2018 (External Health & Safety Audit)  
Implementation Update 

 Health and Safety Year End Report 2018-2019 

1.7 Contractor Health and Safety Management 

1.8 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). 

1.9 Additionally, Council will often share Health and Safety duties with other 
organisations (in relation to the same matter) when activities form part of a 
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. 
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1.10 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’.  

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

 Set clear Health and Safety expectations and incorporate these into 
contracts with contractors. 

 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’). 

 Choose the best contractors and site managers for the job using 
prequalification, not simply choosing them based on cost. 

 Check health and safety records of potential contractors. 

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

 Set up a clear framework for information sharing for the duration of the 
project. 

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

 Work with Contractors to ensure an appropriate Health and Safety plan 
is in place. 

 Monitor the work practices of Contractor and subcontractor workers. 

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

1.13 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 the tenderer’s Health and 
Safety systems and practices) as well as a lowest price evaluation during 
tenderer selection.  

1.14 Currently, leading and lagging indicators for Contractor Health and Safety 
Management performance are reported to Council within the Monthly and 
Quarterly Reports. 

1.15 It is proposed that an additional quarterly report be provided to the Risk and 
Audit Subcommittee relating to the performance of Contractors working under 
Council’s 10 highest risk term contracts. This proposed high level report will 
include a combined performance indicator score for management of Health 
and Safety, quality, contract delivery and finances. It is anticipated that this 
report will begin in quarter two of the 2019-2020 year.  

1.16 The 10 contractors are: 

 Armourguard Ltd, Noise Control. 
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 City Care Ltd, Water Services Maintenance. 

 Downer Ltd, Urban Road Maintenance. 

 Fulton Hogan Ltd, Rural Road Maintenance. 

 Gemco Ltd, Opera House Redevelopment. 

 Greensky Ltd, Recycling Collection. 

 HSM Security Ltd, Night Security and Animal Control After hours.  

 M.W. Lissette Ltd, Landfill Civil works. 

 Recreational Services Ltd, Parks, Open Spaces and Amenities 
Maintenance.  

 Waste Management Ltd, Municipal Waste Collection. 

 

1.17 Organisation Security Project – Progress Update 

1.18 Under the Health and Safety at Work Act 2015, Council is responsible for 
providing safe secure facilities and environments for all staff to work in, and 
the public to frequent – given that these are workplaces (such as its libraries, 
pools, sports centres, and community centres). 

1.19 In 2018, Council engaged WSP Opus to undertake a review of security 
measures across all 23 Council facilities.  The scope of this review included 
the review of all Council facilities electronic security services and staff 
requirements for:  Specification of systems, age of systems, quantity / 
alternatives, cost and efficiencies, staff processes and procedures, 
perceptions and behaviour, site design / CPTED (Crime Prevention Through 
Environmental Design), lighting (Security), upgrade recommendations for both 
physical and electronic systems 

1.20 The review was completed in late 2018, providing Council with a report 
addressing each facility and outlining recommendations in order to manage 
the security requirements for each facility. 

1.21 There are many recommendations through this report, some were simple and 
required minimal effort, and others require significant planning and expertise. 
Therefore an experienced Project Manager has been engaged for 12 months 
in order to implement the recommendations across the organisation. 

1.22 As advised at the 6th May 2019 meeting, regular progress updates on this 
project shall be provided to the Risk and Audit subcommittee over the next 12 
months.  

1.23 Good progress towards procurement of security equipment and services for 
Council’s higher risk facilities has been made.  

1.24 Tenders have recently been released for firstly the supply, installation and 
maintenance of facility security equipment  and secondly for the supply of 
facility security monitoring and guard call-out services at 10 Council Facilities 
(Hastings Library, Hastings Art Gallery, Hastings Sports Centre, Henderson 
Road Transfer Station, Frimley Pool, Flaxmere Pool, Village Pool, Splash 
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Planet, Camberley Community Centre, Flaxmere Community Centre / 
Library). 

1.25 Additionally, Council is currently recruiting for a Security Manager (this was a 
recommendation from the security review report). This role will report to the 
Group Manager: Community Facilities and Programmes and will have 
responsibility for the functional management of organisation-wide security 
risks across all of Councils offices and facilities, and will also be responsible 
for the management of Council’s Kaitiaki Staff who are tasked with security 
responsibilities within Council facilities. 

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

1.27 As previously advised to the Risk and Audit Subcommittee, Council’s external 
audit certification (ACC Workplace Safety Management Practices (WSMP) 
accreditation) lapsed in February 2019. This ACC scheme is now defunct, and 
therefore Council should undertake an alternative external audit verification of 
its health and safety system.  

1.28 To achieve this external verification, in late 2018 the then Acting Chief 
Executive authorised implementation of the international Health and Safety 
standard ISO/NZS 45001:2018 which has been adopted by New Zealand 
(replacing all previous NZ standards).   

1.29 Telarc have been engaged to undertake an initial assessment of what is 
required to meet the standard (essentially a ‘gap analysis’) and this 
assessment has been scheduled for the 30-31 October 2019.  A report will be 
provided to the Risk and Audit Subcommittee following this assessment. 

1.30 The delay in undertaking the assessment is due to a large number of other 
organisations across NZ undertaking similar assessments and a skills 
shortage and availability of experienced accredited auditors. 

1.31 Health and Safety Year-end Report 2018-2019 

1.32 A Health and Safety report for Quarter 4 and Year-end for the 2018-2019 
year, will be provided to Council at its meeting on the 22nd September 2019.   

1.33 Post receipt of the Council report, a report detailing an analysis of the 
management of Council’s 12 critical Health and Safety risks will be provided 
to the Risk and Audit Subcommittee at its next meeting. 

 
 

2.0 RECOMMENDATIONS - NGĀ TŪTOHUNGA 

A) That the Council/Committee receives the report titled  Health and 
Safety Risk Management Update 

 
 

Attachments: 
There are no attachments for this report. 
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REPORT TO: RISK AND AUDIT SUBCOMMITTEE 

MEETING DATE: MONDAY 2 SEPTEMBER 2019 

FROM: CHIEF FINANCIAL OFFICER 
BRUCE ALLAN  

SUBJECT: CHIEF FINANCIAL OFFICER OVERVIEW AND STATUS OF 
ACTIONS         

 

 

 

1.0 PURPOSE AND SUMMARY - TE KAUPAPA ME TE 
WHAKARĀPOPOTOTANGA 

1.1 The purpose of this report is to update the Risk & Audit Subcommittee on 
various matters including actions raised at previous meetings. 

1.2 This report contributes to the purpose of local government by primarily 
promoting social, economic, environmental, and cultural well-being of 
communities in the present and for the future and more specifically through 
the Council’s strategic objective of sustainable use of resources and providing 
resilience to hazards and shocks. 

1.3 The Risk & Audit Subcommittee members requested that officers report back 
at each meeting with progress that has been made on actions that have 
arisen from the Risk & Audit Subcommittee meetings. Attached as 
Attachment 1 is the Risk & Audit Subcommittee Action Schedule as at 31 
July 2019. 

1.4 Officers will continue to progress the action points recorded on the list and will 
add any action points arising out of today’s subcommittee meeting. 

1.5 General Overview 

1.6 The year-end process continues to improve and is becoming a much more 
streamlined process. However, it is still a monster. Audit NZ arrived on 
Monday 26 August, about two weeks earlier than usual, and were greeted 
with a near-completed Annual Report (excluding consolidated accounts). 

1.7 Risk Management within the organisation has been reviewed and two groups 
established to monitor risk: 

 Lead Team Risk Assurance – meets bimonthly with a commitment to 
providing strong leadership and guidance to Hastings District Council in 
regard to strategic risk management, including Health & Safety. 

 Risk Assurance Management Group - meets monthly and has a more 
management focus to managing Council’s risk. 

1.8 It is expected that this structure will elevate risk management across the 
organisation, increasing visibility and awareness. 

1.9 Council continues to have financial pressures from a number of quarters. The 
improved economic environment is putting pressure on our Building and 
Resource consent teams which requires increased funding and resources. 
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While the improved economic outlook is great for the District, it does create 
risk for the organisation with increased activity and demand on finite Council 
resources. 

1.10 Insurance 

1.11 Since the last meeting Jardine Lloyd Thompson (JLT) have been successful 
in securing Crime cover after American International Group (AIG) pulled out of 
the market. It required pulling together the other liability policies (Statutory, 
Employer and Crime) and our placement is now with QBE. One benefit of 
making this change is that cover for Resource Management Act (RMA) 
prosecutions under the Statutory Liability Policy has been reinstated. 

1.12 We have been advised by Local Authority Protection Program (LAPP) of a 
contribution increase of $76,894 to $230,578 from 1 November. This new 
contribution reflects the most recent declared asset valuation plus a 7.5% 
general market increase. LAPP’s membership cover is unchanged with three 
events at levels of $60m, $100m and $140m which can be used in any order. 

1.13 AON have been engaged to undertake a risk modelling funded 50:50 with 
LAPP. Results of that modelling work are expected in the next couple of 
weeks and Officers will report this back to the Subcommittee in November. 

1.14 Audit Action Sheet 

1.15 Attached as Attachment 2 is the updated Audit Action Sheet. This overview 
covers recommendations from the external audits (Audit New Zealand) and 
the internal audits (Crowe Horwath) that have been undertaken. Generally 
staff have made good progress on implementing recommendation, however 
there are a few recommendations which require more substantive 
improvements and they are under development. 

1.16 Water safety planning 

1.17 Officers are commencing the rewrite of the urban water safety plan, with a 
due date for completion 1 November. This will need to be in the new Ministry 
of Health format and incorporate the new understanding developed, current 
plans, review risks, uncertainties, and critical controls that require monitoring. 
This process is necessary as the existing WSP no longer represents the full 
body of knowledge developed, nor the works underway.  

1.18 As a reminder to the subcommittee, council will not achieve 100% compliance 
with drinking water compliance until all of the treatment plant upgrades are 
completed, and all of the implementation steps are completed and in place for 
a full year. 

1.19 Pre Qualified Contractors Review 

1.20 The review of the Prequalification for Physical Works system was completed 
in 2018.   As part of the review, the system was renamed to the 
Prequalification and Performance Management System for Civil 
Construction.  This change confirms that the system is wider than just 
prequalification and that a large focus is on managing the performance of 
contractors undertaking work for HDC.   One of the areas of improvement that 
was identified as part of the review was the need for monthly contract 
evaluations to be undertaken more consistently on an ongoing basis, 
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regardless of how the contract is managed.  The review identified that monthly 
evaluations are due on the 10th of each calendar month.  Completed 
evaluations are also to be distributed to the Engineer to the Contract and the 
HDC Prequalification Champion.   

1.21 A working group has also reviewed the current evaluation template.  Minor 
tweaks are proposed that will bring it in line with the NZTA Performance 
Assessment by Coordinated Evaluation (PACE) scoring system.  Over the 
next 6 months these changes will be incorporated into the evaluation 
database and the changes will be implemented.  The database will also be 
moved to the cloud to enable access by various parties.  Access to this 
information will require users to set up and account.  This will make this 
information available to a wider audience, while still protecting the sensitive 
nature of the information. This information will be used to inform discussions 
with contractors, particularly where performance issues are identified. 

 

 
 

2.0 RECOMMENDATIONS - NGĀ TŪTOHUNGA 

A) That the Committee receives the report titled Chief Financial Officer 
Overview and Status of Actions 

 
 

Attachments: 
 

1⇩  Action Sheet 31 July 2019 CG-14-109  

2⇩  Audit Action Sheet as at 28 August 2019 CG-14-25-00108  
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Hastings District Council 
Risk and Audit Subcommittee 

Status of Actions Sheet – 31 July 2019 

Item 
No. 

Meeting 
Date 

Action 
Reporting 

Officer 
Progress as at 31 July 2019 Complete 

1 6/9/16 Local Authority Protection Programme 

 Officers to keep a watching brief on the matter of the 
Local Government/Central Government split of LAPP 
premiums. 

CFO Announcement by Treasury 
delayed 
No further announcements 
since change of Government 

 

2 19/6/17 Building Control Liability Issues 

 The Subcommittee would take a watching brief  and 
Officers would report back regularly in order to update 
the Subcommittee. 

Building 
Control 
Manager 

Ongoing, last update provided 
at 2/7/19 meeting  

3 15/11/18 Performance of Contract Post Tender 

 Need to develop a mechanism to monitor contract 
performance post implementation 

Chair/CFO Chair to supply CFO an 
example of how this monitored 
in other industries 

 

4 15/11/18 Funding of Depreciation 

 A one page report to be tabled showing what 
depreciation was charged, budgeted for, and what asset 
replacement expenditure occurred for the 2017/18 year. 

CFO Work in progress 
 

5 18/02/19 Forecasting 

 Budgets need to be dynamic rather than reactive – 
forecasting and accountability aspects to be developed 

FC Carry Forwards reviewed pre 
S&P visit. More work to be 
done in this space. 

 

6 06/05/19 Review of Aquatics delivery model 

 Mayor asked for a review of service delivery model 

GM CF&P Review of Resourcing and 
Management Structure 
underway.  
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7 06/05/19 Electronic Purchase Order Project 

 FC to take Jon Nichols, Crs Kerr and Travers through 
the P2P process once it is ready to be implemented 

FC C/fwd 
 

8 02/07/19 Governance Oversight of Finances 

 Finance to develop a inhouse training package 

CFO C/fwd 
 

9 02/07/19 Risk Appetite Statement 

 Draft Risk Appetite Statement to be modified and 
circulated to Risk and Audit  

CFO/Regan 
Smith 

 
 

10 02/07/19 Internal Audit 

 Summary of progress to be presented to next Risk and 
Audit Meeting 

 Programed review of grants scope to be expanded to 
include a review to ensure that the Community Grants 
Subcommittee is meeting its objectives and working 
within its policies 

 
FC 
 
CFO ? 

 
 

11 02/07/19 Procurement 

 Review of contractor pre-qualification process to ensure 
consistency of scoring is achieved 

GM:AM An overview has been 
provided in the CFO overview 
report 

 

12 02/07/19 Closed Landfills 

 A report to be developed to Risk and Audit on the 
locations and integrity of closed landfills within HDC 
boundaries 

GM:AM Verbal update to be provided 
 

13 02/07/19 
Insurance 

 A report to Risk and Audit be developed to compare 
what a “reasonable person” approach to cover would be 
compared to what HDC’s cover/or non cover is 

 A report disclosing the deductibles for each policy type 
be prepared 

 
Jeff Tieman 

 
A workshop on Insurance has 
been scheduled for 02/09/19 
 
 
To be presented at 02/09/19 
workshop 
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Audit Action Sheet as at 28 August 2019 Attachment 2 
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Audit Action Sheet as at 28 August 2019 Attachment 2 
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REPORT TO: RISK AND AUDIT SUBCOMMITTEE 

MEETING DATE: MONDAY 2 SEPTEMBER 2019 

FROM: FINANCIAL CONTROLLER 
AARON WILSON  

SUBJECT: 2019 ANNUAL REPORT UPDATE AND INTERIM AUDIT         

 

 

 

1.0 PURPOSE AND SUMMARY - TE KAUPAPA ME TE 
WHAKARĀPOPOTOTANGA 

1.1 The purpose of this report is to provide the Subcommittee with an update on 
progress being made with the 2018/19 Annual Report, highlight any issues 
and provide a preliminary pre-audit update on the financial result. 

1.2 The Council’s Risk & Audit Subcommittee will continue to be appraised of 
developments and issues that could affect the year-end financial 
arrangements and the audit of the annual report. 

1.3 Mr Stephen Lucy, Audit New Zealand Audit Director will be in attendance to 
speak to the Interim Audit Report and the upcoming 2019 Annual Report 
Audit. 

Interim Audit Status Report 

1.4 The Interim Audit report has been received and states, “Based on the work 
performed, we found that overall the management control environment, 
systems, key controls, and procedures at the District Council are operating 
effectively.”  

1.5 The report does however identify some issues for improvement particularly 
around review of invoices approved by super-users along with appropriate 
review of reconciliations in the suspense and rating areas. Staff have made 
changes on both these areas to ensure policies are being adhered to and 
controls are being maintained. 

1.6 The report notes that of the 11 recommendations made previously, 2 of those 
recommendations have been addressed with a further 9 remaining 
outstanding. We expect that 5 of those outstanding recommendations will be 
closed out with the Final Audit and the remaining 4 recommendations are 
requiring of longer term fixes but are being addressed. Those longer term 
fixes include amongst other things the implementation of reasonably 
significant software implementations. 

Revaluation of Transport and Parks and Reserves 

1.7 All asset classes are on a revolving revaluation cycle, the Land and Buildings, 
Water services and Heritage and Cultural assets were revalued last year, this 
year the revaluation of Transport, and Parks and Reserves assets have been 
the major revaluation activity. 
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1.8 The Transport revaluation was undertaken by Beca Limited as at 31st May 
2019. This year the valuation of Transport has seen the depreciated 
replacement cost assessed at $1.151b, this is a $28.4m increase in value. 
The main drivers in the change in value are unit rate changes along with 
changes in quantities and types of assets.  

1.9 The Parks and Reserves assets revaluation was undertaken by Stantec as at 
the 31st May 2019.  This year the valuation of Parks and Reserves has seen 
the depreciated replacement cost assessed at $43.7m, this is a $10m 
increase in value.  The main drivers in the change in value are improvements 
in data quality along with some change in quantities of assets and unit rates. 
The 2017 revaluation of this asset class also had a significant uplift in asset 
values driven primarily by improving data quality. This improvement is 
reflective of the maturing quality of asset information in this asset class. 

Impairment  

1.10 Hastings District Council entered into the Omarunui Landfill Gas Generation 
partnership with Pioneer Energy in the 2014/2015 financial year. Its purpose 
was to generate electricity from gas produced by the Omarunui landfill site. 

1.11 Council has 40% of the equity in the Limited Partnership with Pioneer having 
the remaining 60%.  Due to ongoing operational issues, generation has been 
well below expected budgeted levels with the limited partnership sustaining 
losses over recent years. 

1.12 In consultation with Pioneer Energy management and their auditors it has 
been agreed that Council’s investment of $744k should be impaired to more 
accurately reflect the value of that investment in the partnership.   

1.13 The annual report for the Omarunui Landfill Gas Generation shows an 
impairment of $150k.  Council’s share of this impairment is 40% or $60k, 
which has been recognised in Council’s accounts. 

1.14 Should the future performance of the underlying asset improve, the increased 
value of the asset will be recognised accordingly. 

Changes to reporting standards 

1.15 There are no significant changes to Public Benefit Entity (PBE) reporting 
standards that are likely to materially affect the 2018/19 Annual Report. 

Reporting Timeframes 

1.16 Audit NZ arrive on August the 26th to undertake their audit and at the time of 
writing the Annual Report is on track to be principally completed for their 
review. 

1.17 Officers are confident that the adoption date with Council of 10 October 2019 
will be achieved. 

Rating Result 

1.18 Note that the rating results detailed below are provisional at the time of writing 
and are subject to change, although Officers do not believe that any changes 
will be significantly material. 
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1.19 The unaudited rating result for the 2018/19 year overall is a very small surplus 
with RA1 being unfavourable and RA2 being a favourable result and is as 
follows: 

 

Rating Area 1 $ (103,967) 

Rating Area 2 $ 115,508 

Total for the District  $ 11,541 

1.20 It will be recommended to Council that the Rating Area 1 deficit will be funded 
from the Rating Area 1 General Purpose Reserve and the Rating Area 2 
surplus to be transferred to the Rating Area 2 Flood Reserve. 

1.21 This result compares with a $942,713 rating surplus reported in 2017/18. This 
will be reported to Council at its Finance and Risk Committee meeting on 
September 15th. 

Accounting Result 

1.22 Set out below is a summary of the draft unaudited operating accounting 
result for the 2018/19 financial year. Please note that this is not the same as 
the rating result. 

 

Unaudited Operating Accounting Result 
Budget 
Council 

$’000 

Actual 
Council 

$’000 

Variance 
$’000 

Operating Revenue 126,427 138,110 11,683 

Less Operating Expenditure 117,091 135,540 (18,449) 

Net Surplus/(Deficit)  9,336 2,570 (6,766) 

Gain / (Loss) Revaluations 23,165 38,530 15,365 

Net Surplus after accounting gains / losses 32,501 41,100 8,599 

 

1.23 The draft unaudited financial result for the year ended 30 June 2019 before 
gains or losses on revaluations is a surplus of $2.6m with unfavourable 
variance to the budget of $6.8m. The draft unaudited financial statements are 
attached as Attachment 1. 

1.24 Revenue has a favourable variance of $11.7m. The increase in revenue 
compared to budget is made up of the following activities: 

 Subsidies and grants make up a significant amount of the increase in 
revenue at $3.4m.  Most of this is made up of NZTA subsidies that are 
reimbursements for capital work done. 

 Fees and Charges are above budget by $3.2m. This increased 
revenue has been achieved across quite a number of Council activities 
including Landfill, Parking, and environmental consents, this is 
reflective of the stronger economic conditions. 

 Water vested assets were above budget by $3.9m 
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1.25 Expenditure has an unfavourable variance to budget and is a result of the 
following items: 

 Loss on swaps adjustment of $7.1m 

 Depreciation is $2.7m higher than budget due to higher than budgeted 
asset values from the 2017/18 revaluations. 

 Higher costs in the regulatory areas of consents, where high levels of 
consent activity has meant a significant increase in expenditure in 
order to meet the legislative requirements of processing within the 
required timeframes.  This has also lead to higher contracting costs in 
order to maintain these timeframes.  

Going forward into the 2019/20 year with the strong level of economic 
activity in Hawkes Bay, there is a continued risk of cost overspend in 
this area to ensure Council meets its regulatory requirements. 

There have been a number of operational overspends related to 
approved but unbudgeted expenditure throughout the year and include 
Te Mata Peak Track consultation and remediation, Maintenance Group 
Transition costs, Cape Kidnappers landslides and Hawke’s Bay 
Museum Trust additional funding requests. 

 
 

2.0 RECOMMENDATIONS - NGĀ TŪTOHUNGA 

A) That the Committee receives the report titled 2019 Annual Report 
Update and Interim Audit 

 
 

Attachments: 
 

1⇩  Draft Unaudited Financial Statements 30 June 2019 FIN-09-3-19-327  

  
 
 

 



Draft Unaudited Financial Statements 30 June 2019 Attachment 1 
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