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Item4  Emerging Risks Environment Scan
HDC Strategic Risk Horizon Scan Diagram August 2021 Attachment 1

HDC Strategic Risk Map & Horizon Scan — at August 2021

Horizon scanning is an attempt to systematically imagine rather than predict the future so that it can be better managed when it arrives.
The approach adopted is to look for signals in the operating environment that indicate a possible change that could affect known strategic risks or Long Term Plan objectives.
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Signal Response Breakdown

The following table provides summarises the potential impact of the signal identified and the response action that is most appropriate.

Hi Impact / Critical

S|qejdipald

Response: Plan

Post COVID Talent:
o Potential for retention and recruitment issues due to a failure to adopt a working
model that meets the preferences of the workforce in the post COVID environment
(Gartner). This signals a potential shift that could affect operational integrity.

Supply Chain Disruption:

o Organizations will experience increased supplier risk events due to extreme weather
events, unplanned outages, supplier financial challenges, pandemic-induced
lockdowns and cyberattacks (Gartner). Future planning may need to build in extra
time and cost to accommodate supply chain, this also may increase the
attractiveness of locally made product.

Response: Understand (Construct Scenarios)

3 Waters, Resource Management & Local Government Reform:

o These significant reforms are progressing at a relatively fast pace considering the magnitude of
the changes. While some additional details are available for the 3 waters reform, there is still
significant uncertainty about the specific impacts of all three reforms. Regional collaboration on
3 waters has started and a risk assessment has been completed. A similar level of understand
may be needed across all three areas.

Response: Monitor

Organisation Culture Degradation:
o Challenges maintaining organisation culture while employees work remotely orin a
hybrid workforce model (Gartner). Whether this issue will affect Council is hard to
determine at present, but monitoring for possible changes would be prudent.

Response: Review

Post COVID China:

o The deteriorating relationship between China and G7 nations highlighted by the fallout from
U.S./China trade talks and transparency concerns denotes an insecurity in partnering with
Chinese-state-sponsored organizations (Gartner). Reviewing whether this could have a bearing
on Council sister city relationships and what impacts the local economy might feel given a shift
in the international relationship with China could be worthwhile.

Changing Community Expectations:

o Inthe post COVID era “...early signs that suggest some aspects of life will return to normal,
while other trends may last or continue to change for years to come.” Including: More financially
mindful and savvy consumers; Restructuring priorities; Digital adoption; Travel rush. (McKinsey
& Company). While specifically direct at Local Government, the potential for a noticeable shift in
consumer choices is likely to have an impact on community expectations of Council services.
Further consideration of this may be useful.

Diversity, Equity & Inclusion (DEI) Responsiveness:
o Slow organizational response to the increased demand around DEI in the workplace will lead to
reputational harm or employee backlash (Gartner). To remain a desirable place to work it may
be desirable to review the practices in place to promote diversity, equity and inclusion.

Ref: PMD-9-3-20-16
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What 12 Australian families teach us about changing consumers McKinsey & Company
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Br252021 12 Austalian Tamilies teach us about changing consumers | McKinsey

McKinsey
& Company

Austraia & New Zealand

Behind the trend lines: What 12
Australian families can teach us
about changing consumers

By Jenny Child, Dan Feldman, and Thomas Riidiger Smith

A closer look at the people affected by the pandemic provides insight

into how businesses can thrive in the decades to come.

DOWNLOADS

¥ Article (8 pages)

F or many Australian communities, 2020 was a profound experience: bushfires,

a global pandemic, and waves of activism all forced changes on our society that

disrupted habits and fundamentally challenged assumptions that had previously

dictated the rhythms of everyday life. Our hope for a swift return to normaicy needs to

be considered in tandem with the fact that many Australians have altered longstanding

mindsets and behaviours—and, as consumers, we have changed our purchasing

patterns to prioritise new personal values.

Over the past year, McKinsey has provided a series of insights in which we sourced and

interpreted real-time data on the impact of these changes for Australian consumer

businesses, But behind the data are people—and in a period of increased

hitps /iwww mcknsey com/aw/our-insights/behing the-trend.Jines-what. 1 2-australian.families-can-teach-us-about changing-consumers
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B25:2021 12 Austalian Tamilies teach us about changing consumers | McKinsey

microsegmentation, we believe understanding the experiences of those people is
critical for businesses looking to approach recovery with the nuance that emerging

customer behaviours will require.

Toward the end of 2020, we spent time with 12 Australian families to understand how

COVID-19 was impacting their lives. Here are some of their insights.

Exhibit

Consumer behaviors shift High

depending on the degree of

impact on their freedom

and income.

Consumers in the lower left corner | t
of the matrix may have been aole to “' om:"

work from home and expect life to

retum to normal soon, while those

closer to the upper right corner are
more likely to have lost a job and a
sonse of purpose.

Low

Perceived impact
on freedom

McKinsey
& Company

Living short term: One response to

continued uncertainty

Despite signs of increased optimism, Australians are not confident in a return to their
previous ‘normal.’ Economic uncertainty (which continues to outrank public health as
the primary concern for Australians) and ongoing shifts in restrictions have forced

Australians to adopt new cycles of both planning and dreaming. Daily and weekly

htips /iwww mckinsey com/awour-insights/behing the- trend Jineswhat-12-australian families-can-teach-us-about.changing-consumers "
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Nitps /Awww. mcknsey com/au/our-insights/behing the-trend Jines-what- 12-australian.families-can-teach-us-about changing-consumers

planning cycles have become the main focus, while monthly (or beyond) cycles remain
within the purview of aspiration only. Yearly cycles are nearly gone. The implications of
this shift mean a lower likelihood of making impulsive choices today that bank on the
expectation of a future benefit (for example, a pay rise, vacation, or new job). Instead,
people are focusing their decision making on how it impacts the short term while
maximising options for an uncertain future, The last thing anybody wants is to be
underprepared for whatever may come next, These changes to mindsets have
developed over the course of a year and will continue to affect behaviour for months, i

not years, to come,

Active resetting of lifestyles and habits

At the start of 2020, many of us relied on the pace of our lifestyles to stimulate and

excite us. Life had become habitual but frenetic,

By the middle of 2020, we were forced out of our routines (some more than others} in a
way that made us reconsider that freneticism and the physical and emotional toll that it
was taking: We migrated to online shopping; we reappraised reliable and sustainable
brands and reconsidered fast fashion; we actively chose to support local businesses;
we learned and worked remotely; we discovered what we were comfortable going
without; we created connections with people in new ways; and we didn't spend holidays
running from place to place, Despite all of these changes, we found that life can still be

fulfilling and, in some cases, even improved.

Heading into 2021, these shifting norms influence a wider set of decisions, as some
Australians realise that life as they knew it is not their only path—nor even their
preterred one. Experiencing life in a smaller radius, without the previous distractions,
has given people the opportunity to take a step back and think about how they will

choose to live going forward,
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Becoming more mindful of need versus

want

The pandemic forced new levels of mindfulness on routine aspects of life. Early in
2020, everyday activities such as grocery shopping required thoughtful preparation to
avoid added risk and to get what was needed from sparse shelves. Now, a year later,

this mindful behaviour has spread to other aspects of life.

The extent to which this more strategic mindset will continue in consumer behaviour
appears linked to how deeply COVID-19 has impacted individual lives this year. Looking
across consumers, we've identified two key factors that are linked to lasting behavioural
shifts: how much their (actual) livelihoods were impacted and how much their
(perceived) lifestyles were impacted. For some, a shift was driven by a loss of income
(current or expected). For others, staying home showed them the positive impact of

savings, paying down debt, or spending money an things that matter to them,

While an altered income determines many behaviour shifts, impact to freedom affects
the intensity of those shifts, Those who experienced extended lockdowns or lost access
to important activities for long periods found their behaviours and mindsets shifted
more significantly than those who didn't feel the conseguences of the pandemic as

pointedly.

Regardless of the catalyst, people have survived—and even thrived—Iliving without
many of the things they would have previously called vital to their happiness, such as
restaurants, entertainment events, or travel, While the personal-value equation is

different for everyone, this equation has changed for almost everyone in the past year.

an
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What is the implication for Australian

businesses?

Our insights have already looked at segmental impacts from 2020, But what all of these
stories highlight is that, within those segments, the experiences of this year have been

unique and deeply personal to the individual.

At the highest level, as we showed in our last article, there are four large segments
centred around two key factors: how challenging 2020 was on people's economic
situations and how it affected the way they lived their lives. For this event, the
distribution of behavioural impact does not run along lines of traditional demographic
segmentation; people of all ages, genders, ethnicities, and family structures felt the
effects of COVID-19. The factors that drove your segmentation in the past may not be

the right ones to drive your future.

There are layers underneath the headline figures, and as a consumer-facing business,
you need—now more than ever—to understand what has changed in your customers'
mindsets. This will affect marketing and branding, go-to-market strategies, growth
strategies, and product development. These vignettes from our 12 Australian families
fell us that the realities are, unsurprisingly, much more nuanced. 2020 was traumatic,
even if the injury was not lasting for many—and trauma inevitably changes individuals in

a variety of ways over time.

The future remains uncertain. The ground is still shifting and has yet to settle back into
a new form. There are early signs that suggest some aspects of lite will return to

normal, while other trends may last or continue to change for years to come:

o Mindful and savvy consumers. More people will see their livelihoods change in
unexpected ways. These shocks to people's senses of security are showing up as

shifts in mindsets, not just survival behaviours, which could lead to a cohort of

Nitps /Awww. mcknsey com/au/our-insights/behing the-trend Jines-what- 12-australian.families-can-teach-us-about changing-consumers 57
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more financially mindful and savvy consumers.

o Restructured priorities. Several profound shifts—realising what matters,
appreciating the simple things, and investing in making them more central to life
—do not appear flights of fancy. Whether it’s spending more time with family,
nesting at home, or self-care, these new priorities will likely take time to change

again.

* Digital adoption. Pandemic restrictions forced many peopie who were averse to a
shift to digital to make the change. While there are signs that some peopie may
return to physical channels, exposure and positive experience were enough to
make digital the preferred channel for an increasing number of people and
occasions. While we believe that digital adoption will normalise, signs indicate

that usage will remain higher than it was before COVID-19.

o Travel rush. While many cities are once again allowing increasingly large
gatherings, there's a continuously growing eagerness for a return to normalcy—
exemplified, for many, by travel. Whether driven by a desire to see family abroad
or simply to feel unstuck in the world, travel is top of mind for many who are

primed at the gate to get overseas.

One thing is clear: your approach to understanding your customers needs a fresh look,
Differences in experience—and how people internalised those experiences—will

determine the lasting changes going forward. Uncovering those means looking at your
customers through different lenses and staying one step ahead to meet their emerging
needs. Now is the time to embody the words of computing pioneer Alan Kay: ‘The best

way to predict the future is to invent it!

hitps /iwww. mclonsey com/aw/our-insights/behing the-trend. Jines-what. 1 2-australian.families-can-teach-us-about changing-consumers
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A new system for three waters service delivery T
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A new system for three waters service delivery
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19 August 2021

Hon Nanala Mahuta

Minister of Local Government
Private Bag 18888

Parliament Bulldings
Wellington 6160

Via email: n.mahuta@ministers.govt.nz

Dear Minsster,
Hawke's Bay considerations in three waters service delivery reforms

We appreciate Government’s commitment to an eight-week engagement process during August and September
enablng further discussions with Local Authorities on how the proposed establishment of four Water Services
Entities (WSEs) for the management and governance of three waters service delvery can best accommodate the
needs and priorities of communities at & local level. We look forward to making our submissions by 1 October
2021

Across our region, the Hawke's Bay councils are collaborating on our shared strategic prionties as set out in our
triennial agreement. One of those prionties s to ensure sustamable and affordable three waters service delivery
for all of Hawke's Bay's communities,

Last year, with Government financial support we undertook and released the report of our own independent
review of three waters service delivery for Hawke's Bay. In the context of Government's water reforms, we
worked together to assess the options for a regional solution to the way we manage dnnking, waste and storm
water seraces,

We are now working together as a region and with iwi representatives to compare the Government's proposal
against the considerable analysis and wider perspectives that went into our own detailed review.

The case for change

We agree with Government's assessment of the need for changes to the way drinking, waste and storm water
services are funded and delvered in our communities.

We share Government’s ambitions to significantly improve the safety, quality, resikence, accessibility and
performance of three waters services in a way that is efficient and affordable for our communities and all New
Zealanders.

Thanks to owr own review, we have a very good understanding of the scale of change that is needed to ensure
thres waters services are affordable and sustainable for our communites here in Hawke’s Bay. We agree the
status quo Is not an option.

Hawke’s Bay objectives and principles
Dunng our review, we identified six investment objectives for any regional three waters service delivery solution.

These were further supported by seven principles that were developed in coliaboration with councils® Maori
Standing Commuttees, We attach the objectwves and princples for your information (Attached),
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Those mperatives remain the case today and provide the lens through which we are considering the merits of
the proposal Government has put forward.

In assessing the Government's proposals, we need to be convinced any new model will deliver what our rural and
urban communities deserve. Our communites expect that of us.

Challenges with reform proposal

Together with Councd iwi representatives, we have identfied a number of challenges with Government's reform
proposal and support package.

1) Government has proposed only one service delwery model which appears to address only the affordability
chalienge. Public health and envronmental benefits, for example, are not evidenced or quantified in anything
other than very general terms.

2) Government's modeling compares per household costs with and without reform in 2051 but does not show
the costs households that would incur on day one of the new regional entity. Without understanding the day
one costs and changes In costs over time we cannot reasonably assess affordability, and nor can we credibly
have conversations with our communities about the proposal’s impacts for them.

3) A number of our regional objectives and principles would be met through the model proposed, however we
are concerned that several will not:

a.  With Entty C responsible for service delivery to 21 councd areas and one million people, we are not
convinced three waters services would be provided in a way that best supports our urban and rural
communities or ensure sufficent representative voice for the needs of Hawke's Bay's communities
in governance and decision-making.

b, Localism 1s important to us and part of our success as a region — local planning, local decsions and
regonal cohesion. Hawke's Bay can demonstrate tangible success locally and regionally — achieved
through the power of community action via civic leadership, We are not convinced that the
governance structure proposed will allow for us to continue meeting cur commitment 10 ensurnng
three waters services contribute to the Hawke's Bay region’s sooal, economic, cultural and
environmental prosperity.

¢ Entity C does not reflect geographies aligned with Ngati Kahungunu iws affiliations, meaning the
identity of mana whenua in Hawke's Bay & likely to be lost In the proposed governance model and
would not provide opportunities for Maon to contribute 1o decsion-making.

d,  We are not convinced that Government's proposal will be capable and have the capacity to deliver
quality sustanable planning, management and operation of three waters services for our
communities.

e. Achieve community outcomes related to identity, growth, development and principles of “place-
making” for which Local Authorities lead and are accountable for to their communities. Without an
appropriate and legislated planning tool ata local level that sets out expectations, local communities
are feft with no ability to hold this new infrastructure entity to account,

4) Alignment between local government resource management and three waters reforms are not obvious in
the service delwery model or support package proposed. The interface between the proposed Regional
Combined Plans under the Natural and Buit Environments Act and the proposed Regional Spatial Strategies
of the Strategic Planning Act, with three waters investment planning and operations of the proposed entities
is seemingly misaligned,

5) Alignment with the Government's wider reforms of freshwater management, which are founded on
significant community dedsion-making and catchment-based freshwater management units, ako appears
incongruous with the scale of operation and governance envisaged by the four entity model, As emphasised
by the Government’s three waters publicity campaign, the regulation of source protection for dinkng water
and of waste and storm water discharges to our rivers, lakes and coast is fundamental to the outcomes
sought. Therefore, integration of three waters management with regional freshwater management is
fundamental. Moreover, the Government's reforms for both resource management and freshwater in fact
provides a strong platform to regional planning and prowision of three waters at regional scale.

Hawke's Bay position

Unless these challenges can be resolved, Hawke's Bay's coundils are not able to support Government's three
waters service delivery reform proposal.
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However, experience has shown us that when working together and to our respective strengths, local and central
Government and iwi can complement each other to deliver better outcomes for all. That is why we remain
committed to working with you to explore an alternative to the status quo that can best meet our shared
objectives and ensure we meet the expectations of our communities here n Hawke's Bay.,

We seek:
1) The opportuntty to explore with Government and Hawke's Bay iwl Chairs our Hawke's Bay regional
option that would better sausfy our regional investment objectives and principles, including better

alignment with regional planning and freshwater management,

2] The opportunity for Hawke's Bay's w1 Chairs to engage directly with you through the eight-week
engagement period.

3) More information detading Government's modelling; especially impacts 1o our ratepayers from day one,
and over tme.

4) Sufficient time to engage with our own communities, once we have the information to do so, so that the
people of Hawke's Bay understand the magnitude of the Government changes proposed and the impacts
for them,

We would also be open to a conversation asbout a broader regional model that may be more dosely aligned with
communities of interest.

Whilst this is the collective view of the five Hawke's Bay Councils, our officers continue to prepare individual
Council submissions to address their ssues in more detail.

We would wekome the opportunity to discuss the collective views we have set out here

Kind regards,

ﬁ: |,,L___ ‘/,:;";/:f( ;/'l"‘,(,{,./ GW "{r f;’(_t\, ("’.“ ILJ;/_;_)_ =

2

Rick Barwer Sandra Hazlehurs! Craig Litte Kirsten Wise Alex Waker
Chaiman Mayor Mayor Mayor Mayor

Hawke's Bay  Hastings District Councll  Wairoa District Counclt  Napier City Councll Central Hawke's Bay
Regional Disict Councll
Courcl
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Hawke’s Bay Three Waters Investment Objectives & Principles
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Three waters reform EXP LAI N E D.

The local government sector has been asking successive Governments for water reform, long before Havelock North.
The Government is proposing four new, large water service delivery entities. Their scale means they would be able to
borrow enough to fund the investment needed in water services and infrastructure over the next 30 years. Scale would
create operating efficiencies over time, especially in terms of procurement. The larger entities would have more power
in the contracting market than 67 disparate councils, and be better able to fund and demand levels of service.

The status quo
no longer applies.

Everyone agrees that more investment is needed in water
infrastructure - and increased investment has been
reflected in councils’ recent Long Term Plans.

But the magnitude of investment that will be required over
the next 30 years is potentially beyond councils’ existing
ability to fund, as infrastructure comes up for renewal,
communities’ expectations increase and climate change
threatens infrastructure.

This investment is required to meet standards - and to
meet communities’ expectations. Not just in drinking
water, where current standards are not being enforced,
but also wastewater and stormwater.

The new regulator - Taumata Arowai - will enforce existing
standards, with significant proposed penalties, including
fines and criminal proceedings. The Water Services Bill is
going through parliament right now.

The Water Services Bill, once enacted, will impose new
offences, some carrying criminal penalties, for council

officers, employees and agents of drinking water suppliers.

It will also confer new duties on local authorities to
ensure communities have access to safe drinking water if
existing private and community supplies face problems in
complying with the regulatory requirements.

An economic regulator will also be introduced. The
purpose of an economic regulator is to ensure it’s no
longer possible to under invest, or to charge consumers
too much or to deliver poor quality service.

if a council “opts out”, it would find itself operating in

a very different landscape, with a large and growing
proportion of expenditure and energy eaten up by three
waters investment and compliance.

Water assets
remain publicly owned.

The assets remain in public ownership and aren’t being
sold - the new entities would be collectively owned by
councils, on behalf of communities.

The entities will own and operate three waters
infrastructure on behalf of territorial authorities - they will
hold three waters assets and associated debt.

Independent, competency-based boards would govern
each entity.

This is how these boards would be chosen. Councils and
mana whenua would appoint a Regional Representative
Group. This group would appoint an Independent Selection
Panel, which would appoint the Entity Board.

The Regional Representative Group will provide the
entity with a Statement of Strategic and Performance
Expectations that will influence the Statement of Intent
that the water entity produces.

Each entity will also have to meaningfully engage with
communities on key documents.

The Government is asking for feedback on whether
the proposal includes the right mechanisms to allow
community feedback. For example, should there be a
water ombudsman?

There’s a package
on the table for councils.

LGNZ agreed with the Government a $2.5+ billion package
for councils, to wrap around the reform proposals.

This agreement puts something on the table for councils
that wouldn’t otherwise have been there. It doesn’t bind
individual councils in any way.

The package has three financial components:

1. Support for local government to invest in
communities’ wellbeing. This means all councils and
their communities will be better off under reform.
This part of the investment totals $2 billion, with $500
million being available from 1.July 2022.

2. Targeted support to ensure no councils are financially
worse off as a result of transferring their three waters
assets,

3. Cover of reasonable transition costs. This is intended
to make sure council service delivery (including of
water services) during transition isn't compromised by
the work needed to make the transition happen.

The package covers more than money. It includes
commitments to partnership with central Government,
including in the Future for Local Government reform.

We are.
LGNZ.

Te Kahui
Kaunihera
0 Aotearoa.

We want to hear your
ideas directly - email
feedback@lgnz.co.nz

We are also running
workshops you can attend.

What’s
happening now?

At the moment, we're in an 8-week period to give the
sector breathing space to interrogate the reform. This
period ends on 1 October.

The purpose of this 8 weeks is to understand the model -
and how it can be strengthened. It’s not a decision-making
period. So it doesn’t trigger formal consultation.

Everyone wants to know what happens next — and that’s in
the Government’s hands.

The Minster has said she wants councils to spend this time
really interrogating this proposal and how it might work.

How can the
proposal be improved?

We want to hear your ideas on how to address concerns councils

have identified

y

Ensuring all communities have both a voice in the system
and influence over local decisions.

Effective representation on the new water entities’
oversight boards so that there is strong accountability to
the communities they serve, including iwi participation,
and effective protection against privatisation.

Making sure councils’ plans for growth are appropriately
integrated with water services planning.
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OWNERSHIP

Who will own the water assets
under the reform proposal?

Local authorities would be the owners of the entity,
on behalf of their communities.

The entities will own and operate three

waters infrastructure on behalf of territorial
authorities - they will hold three waters assets
and associated debt.

The assets aren't being sold - the new entities
would be collectively owned by councils, on behalf
of communities.

Does the proposed model make
privatisation likely?

Water services would be more difficult to privatise

under the proposal than they are right now.

The reform proposals combine a series of
measures that together help safeguard against
future privatisation, including: The councils that
constitute each entity would be the owners of
that entity.

There is no shareholding structure in the proposal

and a prohibition on dividends.

There would be statutory restrictions on the sale or
transfer of material, strategic water assets. This is
the current approach in the Local Government Act
2002, which prevents local authorities from selling
or disposing of strategic assets or the infrastructure
necessary for providing water services.

As a further safeguard, any proposal for
privatisation would have to be endorsed by the
Regional Representative Group (75% majority),
put to a public referendum (75% majority),
and put through the legislative and select
committee processes.

GOVERNANCE

How will councils and the
community be involved in governing
the proposed entities?

Independent, competency-based boards would
govern each entity.

This is how these boards would be chosen. Councils
and mana whenua would appoint a Regional
Representative Group. This group would appoint an
Independent Selection Panel, which would appoint
the Entity Board.

But each entity would also have to engage with
its communities on key documents that set its
direction. The entity would actively report on
how consumer and community feedback was
incorporated into decision-making.

How would mana whenua be
involved in governance? I’'ve heard
talk of a “veto”

A mana whenua representative group would be
part of the structure that selects the entity
boards. It would help appoint a Regional
Representative Group, which would appoint an
Independent Selection Panel, which would appoint
the Entity Board.

This is totally different from having “a power of veto”.

THE MODEL

What alternatives were considered
to the proposed model?

30 unique scenarios were modelled, ranging from a
2-entity model to a 13-entity scenario (similar to the
regional council boundaries).

Why does LGNZ support reform?

We know the way of delivering water services needs
to change, especially as we look into the future.
Our communities need more investment in water
services delivery and the current funding system
isn’t capable of providing that without significantly
increasing costs to ratepayers.

The model is as fit-for-purpose as it can be, subject
to the issues that we're still working through and
want your feedback on.

Why would entities be better
positioned to succeed than
councils?

Entities will be in a better position to borrow
sufficient capital to invest in three waters
infrastructure. They will be well-placed to attract
and retain the professional capability needed.
Their market power would also mean they could
negotiate better and more consistent procurement,
and be better able to guarantee service in remote
areas as part of that wider contract.

il
SERVICE LEVELS

Will my community get the same
level of service under the proposal?

The Government has made an explicit commitment
that staff working primarily on water would retain
their salary, conditions and - critically - location if
they transfer to the new water entities.

Individual communities have significant potential
gain from the proposal. At the moment, small
contracts on an ad hoc basis give contractors no
incentive to invest in specialised plant, for example,
especially outside cities.

At the moment, the supply chain has more market
power than your average council. With four
entities, the market power would switch around
to the buyer.

We are.

LGNZ.

¥

How will the proposed entities be
funded?

Like now, an entity would fund its operations from a
combination of user payments and borrowing.

The key thing is that entities would have larger borrowing
capacity to fund the necessary investments - they
would be able to borrow significantly more than
councils can.

They will also have more strategic procurement and
investment plans. This means they would invest at
the most efficient point in an asset’s life, generating
cost savings.

Will my community subsidise other
communities’ water services?

Like many other infrastructure models, this model
is built on cross-subsidisation - which means
investments could be made in places where the
population is too small to afford it on their own.

Because entities will have greater efficiencies that
drive lower operating costs, it’s not comparing like
with like, in terms of the status quo.

Would water meters be introduced?

Not necessarily - the entities will have the same
scope to introduce meters as councils do now.
The entities will have charging tools, as councils
do now. But what they use will be subject to
consultation with their communities/consumers.

THE PACKAGE

Why did LGNZ sign an agreement
with the Government and does this
bind councils?

LGNZ agreed with the Govermment a $2.5+ B package
for councils, to wrap around the reform proposals.

Te Kahui
Kaunihera
0 Aotearoa.

This agreement puts something on the table for
councils that wouldn’t otherwise have been there.
It doesn’t bind individual councils in any way.

When will we be able to access the
package?

The first $s00m of the Crown funded ‘better off’
package will be available form 1 July 2022. The
balance will be available from 1July 2024.

The ‘no worse off’ payments will be made once assets
have been transferred to the water service entities.

==

0 O

DECISION MAKING
AND CONSULTATION

Can we still opt out?

our understanding is that following this 8-week
engagement, the Government will consider
next steps, including the decision making and
consultation process.

In terms of LGNZ’s position, we passed a motion

at our July AGM that did not support the reforms
being made mandatory and acknowledged that
individual councils remain able to express their own
views on the reforms and make their own decisions.

When do we consult with our
community?

Formal consultation is not required yet. That’s
because the proposal from the Government hasn’t
been finalised.

At the moment, we're in an 8-week review period
so you can investigate the reforms, assess the
potential impact on your council and suggest ways
the proposal might be strengthened. Only once
the reforms are more finalised will consultation
obligations be triggered.
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QUICK GUIDE TO GOVERNMENT
THREE WATERS REFORMS

Government has proposed changes to the way drinking water, waste water and storm water (three waters)
services are delivered in our communities. Here we explain the reasons for the changes, what they might
mean for Hawke’s Bay ratepayers and communities, and what is happening over the next eight weeks.

GOVERNMENT'S CASE FOR CHANGE*

Reviews into the delivery of three waters services in New Zealand have
identified significant ongoing challenges and a considerable level of
underinvestment in three waters infrastructure,

Why is reform needed?
2 Risk of failure to meet existing, safe drinking water standards with

patentially serious consequences for public health, the environment
and the economy.

= A constrained ability to plan, fund and finance resilient systems that
can cope with climate change, emergencies and natural hazards.

- Ability to meet national and local environment objectives for
freshwater and the marine environment.

< Housing infrastructure supply unable to keep pace with strong
demand in high growth areas.

= Limits on regional development and wellbeing particularly for areas
with dedining rating bases.

2020
Central/Local
Government
Forum
2020
Leglsiation
to strengthen
2019 regulation Three Waters Reform
Decision to Programme Initiated
U:f‘e T;auma(a Contral and local
2017 W, new government agree
(.;»wernmem water:lt;\g:es Water Services Bill partnership approach to
wry inmto r an 0 Waters
Ha,,"g;«r{ North R Legislation Irtroduced progress tves waters

service dellvery reform,
In congunction with
Infrastructure Investment
package - formation of
joint Steering Commitiee
Both parties recognise
the importance of Ta
Mana o Te Wal, and
mvalvement of the
Treaty partner in these
discussions,

to strengthen drinking
water regulation and
oversight of storrmwater
and wastewater. To be

drinking water Taumata Arowai

Established

Central government
progresses three watels

Government Three
Waters Review

administered by Taumata
Arowal,

regulatory reforms
and agreeas to suppon
voluntary changes

1o service delivery
drrangements

Review set up to address

the challenges facing the
regulation and delivery of
three waters services

* Source: Department of Internal Affairs
e ——
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PROPOSED BOUNDARIES AND ENTITY & CONNECTED  REGIONS INCL.
2051 HOUSEHOLD COSTS* POPULATION

'{e.‘ 1

Auckland and Northland reglons

All districts from the Watkato, Bay of Plenty and Taranaki

regions and the upper parts of Manawsti-Whanganul

region (Ruapehu. Whanganul and Rangitikey)

C, 955,154 » Districts in the eastern and lower part of the North island

* Gisborne, Hawke's Bay reglon, lower parts of the
Manawatd.-Whanganul region (Horowhenua Manawatd,
Palmerston Nosth and Tararua) and Welington regions,
and

» The local authontes at the top of the South Island
(Tasman, Nelson and Mariborough)

The districts and regions in the rest of the South island,

induding those parts of the Mariborough and Tasman
districts that comprise Nga Tahu takiwa

Key Design Features

Maintaining local authority ownership of water services entities

*  Protecting against privatisation
¢ Retaind ng Influence of local authorties and mana whenua over Stratega

and performance expectations

Provuding balance sheet separation

* Integrated regulatory system
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* Source: Department of internal Affairs
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GOVERNMENT'S NATIONAL EVIDENCE BASE

of three wa

wities and the a

WHAT DOES GOVERNMENT'S FINANCIAL MODELLING LOOK LIKE FOR HAWKE'S BAY?

AVERAGE HOUSEHOLD COST' CURRENT TR  The assumptions Government has
used to quantify the inputs are
Enty € $1,260 _ determined through benchmarking
Central Hawke's Bay $1.530 $1.260 $7.260 against the UK experience. There
Hastings $810 $1.260 $4,530 has been some adjustment based

N Sato \ : on council RFl feedback the potential
b SLoan & _ Investment requirements and ability
Wairoa $1.100 $1.260 $B8.650+ to deliver the same efficiency gains.

2051 bosed an WICS anelysh

The key assumptions that drive

household costs are:
HOW THIS COMPARES TO THE HAWKE'S BAY THREE WATERS « Investment - this is the single
REVIEW FINANCIAL MODELLING biggest driver of househokd cost in
the WICS model.

In 2019/20 Hawke's Bay's five councils - Central Hawke's Bay District, Hastings,
Napier, Wairoa and the Regional Council - worked together to complete an

Standardised assumptions

assessment of the current state of the region’s drinking, waste and storm water for number of r:zluseholds
services and assessed service delivery options against agreed objectives and (Ca:nemo?rs) 3 X pro;;ou;gonl
cultural principles to ensure sustainable delivery of these services over the long bzl < 3:“ RUSENN. . > 'I‘
term, and ahead of expected changes In Government regudations. SOME L3563 there are marene
differences between the standard
We have reviewed the Government’s financlal modelling for Entity C against the assumptions and actuals.
modelling done as part of the Hawke's Bay Raview (2020), which has since been « Debt/Revenue - the difference
updated based on Councils’ LTPs and RFl information provided te Government. between the treatment of debt
HAWKES BAY WICS wics in the councils and the entities
COUNCIL REVIEW 2031 2031 2051 T}gaﬂs (h?ft"“ 'Sd:'f‘f‘e'y o overstate
. the size of the difference in
Central Hawke's Bay $3.199 S_&E}L $7.260 charges between coundl and the
Hastings $1.361 $3.583 $4,530 water senvice entity,
Napier $1.427 $1.793 $2.540 * Theimpact of these are so
Wairoa $3.869 58,401 $8.690+ significant lha}‘g all other |
; assumptions have minimal iImpact
Hawk 56 AT . 2
AWRES Dy Asae DWng 1.0 5 on household costs.
- 2
Entty C $1,260 $1.260 + Government have undertaken
All councis show an Increase in household dharges wing the WICS data (2051) when compared to the analysis over a 30 year time
the 2031 figures {(hased on councils contimying to deliver individually] horizon.,

All show a decrease under the WICS Entity € model

WHAT'S THE SAME WHAT'S DIFFERENT

Despite the differences between the Hawke's Bay Three Waters It 5 iImpartant to note the Government's modelling has been

Review and the Government’s modelling they are directionally completed using a different approach, and different assumptions to

consistent; the Hawke's Bay Three Waters Review

* Future costs of three waters services will rise significantly in AL an Individual council level the investment numbers produced by
response to meeting changes in standards, regulation and an Government are based on population, land area and density alone
Increasingly rigorous compiance regime. and bear no relatonship to each council's:

+ Costs witl not fall equally across the reglon. « Type, quality or number of waters sources

« There are financial benefits from aggregation of three waters « Receiving ervironment for wastewater discharges
sefvices. « Current treatment appeoach

+ There are strateglc benefits an improvement in capabllity and « Levels of service

copacity and potentially 8 more meaningful role for Maori with a

change in service delivery model. * Asset age, performance or condition

e e e
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ASSESSING GOVERNMENT'S PROPOSALS AGAINST OUR OWN INVESTMENT OBJECTIVES

In our 201972020 Review, the five Hawke's Bay councdlis agreed six Investment objectives for any new regional three waters
services defivery arrangement. We are now taking the time to assess Government's proposals against these objectives, with
the analysis expected to be completed by the end of September.
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GOVERNMENT’'S PROPOSED SUPPORT PACKAGE HAWKE'S BAY 'BETTER OFF

in july the Government announced a package developed in close FUNDING ALLOCATIONS
partnership with Local Government New Zealand, $2.5 billion in support

to the sector through the transition to the proposed new water services

delivery system. The support package means that should reforms """;n
proceed, counails will be supported through the transition process and SR
the financial impacts of reform will be managed,

Government also expects to meet the reasonable costs assooated with
the transfer of assets, iabilities and revenue to new water services
entities, incduding staff involvement in working with the astablishment
entites and transition unit, and provsion for legal, accounting and audit
Costs.

Dezalls of the support package are another element of Councils' “W"“ Hawke's Bay
considerations between now and the end of September. BAALIS 311,339 488
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GOVERNMENT THREE WATER'S REFORM PACKAGE'

Announced injuly 2021, the

« 3500 million to ensure that no local authority 15 financially
component)

libeing, while also meeting prionties

worse off as a direct result of the reform (the “no worse off”

'BETTER OFF' COMPONENT

The “better off* component of the support package will

be allocated to territorial aumoﬂues;?sslng anationally

consistent formula based on:
a75% allocation based on population size

+  a20% allocation based an the New Zealand
deprivation index

+ a5% allocation based on land area (excluding
national parks)

To deliver the following outcomes.

+  supporting communities to transition to a
sustainable and low-emissions economy, including
by building resilience to climate change and natural

. dal)vuy of lnfrastrmmre and/or services that enable
'gcl and growth, with a focus on
brmvn d and Inﬁll development opportunities

+  support local place-making and improvements in
community wellbeing,

'NO WORSE OFF COMPONENT

The “no worse” off component Includes an up to

5250 million alfocation to support counclls to meet

unavoidable costs of stranded overheads, based on:

+ 3150 million aliocated to councils (excluding
Auckland, Christchurch and counals involved in
Wellington Water) based on a per capita rate that
Is adjusted recognising that smaller counails face
disproportionately greater potential stranded costs
than larger councils

+  Up to $50 million able to be alocated to councils
that have demonstrable, unavoldable and materially
greater stranded costs than provided for by the per
caplta rate

+ The remainder of the no worse off component will
be used to address adverse Impacts on the finandal
sustainability of territorial authorities,

' $1.0 billion of this package will be a direct contribution from the Crown. The remaining $1.5 billion will be funded by the
Water Services Entities. Governments view is that the $1.5 bilion from Water Services Entities is at effectively no net cost
to customers, due to the proposed Crown support arrangements (such as a liquidity support) which reduce the barrowing

costs of the water service entities.
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EIGHT WEEK FEEDBACK PERIOD

The purp

ENGAGEMENT WITH IWI/MAORI

Over the next sight weeks, the
Government will continde 1o lead
engagement with IW/Maaon over the
reform programme

To recogmse the role that wi/Msor
vdll piay In the new deiivery system as
partners, local sutharities will be expected
to engage with ma/Maorl in determining
how it will use its funding allocation

No formal decisions are required by Councils during
this period.

NEXT STEPS
By late 2021, we expect the following:

If the Government's reform & still retained as a voluntary ("opt out”)
option, Counals will decide on whether they continue to partidpate
In the reforms.

Confirmation from Government in the incorporation of Community
Consultation into the revised reform timeline for Coundl decisions.,

The Water Services Entities Bill to be introduced to Parliament.

Taumata Arowal Is expected to take over from Ministry of Health as
regulator for drinking water.

For further information on the Government’s Three Waters Reform programme please go to:

hitps:/feoww.dia.govi.nz/Three-Waters-Reform-Programme

Toread the Hawke's Bay Three Waters Review report please go to:
www.hb3waters.nz

N Nt s e

¥ NAPIER N
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NATURAL AND BUILT ENVIRONMENTS ACT STRATEGIC PLANNING ACT
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Change history

Amendment (¢)

First Release

Annual Review V1.1

Minor changes to text for clanfication

Full Review V2.0

Overview of rak management updated to refiect 1SO 31000
standard. Guiding principles from the 1ISO 31000 standard
ncluded in risk framework.

Reles and responsibifities, and confiict of interestad included
n Policy section, Need for nsk management to be intagrated
m to all busmess actwities reinforced throughout.

Audit & Rsk V2.1

Protection of personal safaty added to policy objpctives.

Risk matrix mcluded as Appendw 1.

PWC feadback incorporated V2.2

CE commitment staterment added

Referonce to Risk Handbook included. Enhancements include;

- Annual policy review, principles moved to Policy

section, nsk process overview included, Additionaf
guidance relating to consultation and trestment
plans. Risk register management and monitaning
Glossary of Tarms added,

Purpose amended to include community cutcomes

Draft removed. Version publahed

Annual review: Moved to new policy templats:

- Add Architecture section. Include Council
rexponsdilives in Purpose and Roles &
Responsibilities.

- Updated risk principles to match 15031000:2018

- Updated Risk Appetite and Tolerance.

- RiskImpact and matnx revised.

«  Minor amendments to Risk Process Analysiz and
Evakiation sections.

Annual review: ¢

- Architecture saction updated to reflect current
structure.

~  Risk appette section added and tolerance
stataments ncludad.

V5 changes include:

- Supporting documentation histed 3 LOD model
included in the framework,

- Reference to the HDC Water Safety Plan included.

- Dpportunity risk descriptions [impact and risk
descriptions) and response edded. Community
impact scale added,

Date
12 Sep 2012

16 Sep 2013

9 Feb 2017

28 Feb 2017

11 May 2017

21 Jun 2017

13 Jul 2017

3Augl8

10 July 20

2 Sepr21

Note: Changed sections are indicoted by a vertical bar in the margm,
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V5.0 / XXX 2021

Updated by and authority
Updasted by Business Service
Manager,

Authorised by Leadership
Management Team
Updated by Business Service
Manager,

Updatad by Busmness Service
Manager,

Updated by Busmess Service
Manager.

Confirmed by Audit & Rizk
Subcommittee.

Updated by Susiness Service
Manager,

Updated by Business Service
Marnager.

Confirmed by Council

Updated by Business Service
Manager,

Approved by Council 13 July 2018
Updatad by Rsk and Corporate
Services Manager

Approved by Council 31 January
2019

Updated by Rsk and Corperate
Services Manager

Approved by Council B December
2020

Updated By Risk and Corporate
Services Manager.
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1.Purpose

The purpese of this documant is to descrbe the Hastings District Council (HDC) Enterprise Risk Management (ERM)
framework, mcluding the architectura, strategy and protocols, and how ERM is used to manage significant risks that
affect successful achievement of the organsation’s objectives.

Note: A Risk Management Handbook that includes o summary of the strotegy and protocols described
this document is prowided as o quick reference for staff,

1.1, Background

“Organisations of all kinds face internal and external factors and influences that make it uncertain whether, when and
the extent to which they will achseve or exceed their objectives™”. The effect thiz uncertainty has on the organsation’s
objectves is nsk’.

Risk management provides a structured approach that can be apphed to any discipline or undertaking to reduce
uncertainty and enhance value.

Risk management achieves thit by creating visibility of operational risk (including assumptions and uncertainties), and
by describing conseguences to be avoided or opportunities to be pursued,

Successful implementation of rick management relies on informed and engaged staff, and incorporation of risk
management into ‘businass as usual’ activities. Risk management within KDC is supported by senior leadershipin a
‘no blame’ reporting culture. All staff are expected to engage in identifying and communicating reks sssociated with
their work

1.2. Governance Oversight

Colfectively the Councillors are responsible for sétting risk management tone and objectives, and for oversight of the
organisation's strategic risks, This includ ez determining accoptable levels of rek exposure (refer to Risk Appetite and
Tolerance) and confirming that management operata within the limits defined.

1.3, Chief Executive Commitment

To ensure wa can daliver the Council’s long term plan and work programme safely and effectively, it is impartant we
understand and address the risks we may face. Through the agplication of good risk management we can minimise
the possibility of harm and less, whilst taking advantage of opportunities to innovate. | am committed to ensuring that
all Council staff are well equipped tofollow good risk managemant practices. This is particularly Important when it
comasto #ot-chng our people, cur community and our environment.

Risk management enhances our service culture and thould be engraned mn our DNA. Rak management i &
continuous jJaumney of learning and its application underpins our ability to deliver positive outcomes for our
community.

Nigel Bickle, Chief Executive

IS0 31000:2018 Risk Management —-Guidebnes, Introduction, Page v.
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2.Architecture

2.1, Reporting Structure
The overarching responsibilities for managing risk within HDC are a5 follows:

®  Overall responsibilty for ensurning risks are mitgated resdes with the Council as the goveming bedy,

®  The raspensbiity for ensuring robust rsk management practices are in place iz delegated to the Risk and
Assurance Committes,

e The Executive Lead Team (LT) s ultenately responsible for ensurng risk are effectively managed

Risk information flows dewn from the Council, and 15 reported up from Groups and business teams az shown in the

diagram below:

«Strategic nsk
Counal review.
s Annually

Risk and oStrategie Tisk
Assurance aversight.
Committee [l

it *Operaticnal
Executive e hoveneit

Lead Tearmm [

Groups and

In addition to this regular information flaw, ssues that arise between reporting cycles will be raised with the
appropnate forum in a timely manner to aliow effactive treatment decisions to be mada,

Business units and underlying teams may adept or adapt ths framework to meet their needs as deemed appropriate
by the line manager. However, in all cases high risk issues identified by these teams must be escalated to LT or Risk
and Assurance Committee as descnbed in this framework,

2.2. Supporting Documentation
This Framework 13 supported by the Rsk Assurance Charter and fisk Management Handbook.

Enterprise Risk Managment Framework & Policy

Risk Management 1isk Jrance Strategic Risk
Handbook S

Ref: PMD-03-81-21-207 V5.0 / XXX 2021 Page 6 of 28
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2.3. Roles and Responsibilities
Roles and responsibilities within this framework are based on the 3 lines of defence model as outhned in the
image below (token from The institute of Internal Auditors, Position Paper an The Three Lines of Defense in

Effective Risk Monagement and Control, 2013),

vimag Dudy / Demd / Ascit CommiBee ' ‘

Adapled v LOWAFERVA Sonfunce om e Se £U Covapuny Liw Doecive, arince 4

Role
All Staff

Risk Ownars
Risk Assurance Advisor

Group Manager

Lead Team (LT)

Courcillors (Elected Mambars)

2.4. Conflict of Interest

Responsibility

Actively mvolyed in managing risk

Consult with and keep Ene managers informed about risk as appropriate

Accountable for management of assigned nsks.
Consult with and keep LMT informed about risk as appeopriate
Prowide advice and support to Risk Owners and staff, as well as
undertaking Assurance Reviews as defined in the Risk Assurance
Have practices in place within their Group to:
«  Identify, assess and monitor risks.
Aszgn responuibility for managing raks.
- Deyelop and mplement treatment plans to reduce risk
EXposure
Regulardy review risk controls and treatments,

Charter,

- Appropriately communicate and escalate risks as equired

- Conumder new, emerging and changing risks

- Support and encourage staff to engage in risk dentfication and

redponse setions.
Assess and monitor the organsation wide risk profile
Regularfy review rigk controls and troatments.
Set pnonties and allocata resources for nsk mitigation
Responsikle for setting nsk management tone and objectves,
Deafine the organisation’s rsk appatite,
Confirm that risk (s managed within prescribed tolerance
Reviaw the Tier 1 strategic nsk regster and seek assurance that
sdeguate controls are in place and effactive

Any conflicts of interest idantified through the nsk management process shall be handled in accordance with the
Conflict of Interest and Gifts policy in the HDC Dperations Manual

Ref: PMD-03-81-21-207

V5.0 / XXX 2021
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3.5trategy

HDC 15 committed to managing risk to the orgarssation and commurity in an on-going and proactive mannar,

Effectwe risk management enhances the ability of HDC to achieve the strategic obyectives defined in the Long Term
Plan (LTP) and moet its statutory obigations.

HDC manages nsks in order to:

Improve decision making,
tdentify mnovations.
Cearly document risk exposure,

Appropriately communicate and report on risks.
*  Integrate risk management culture nto our business.

This framework and policy, supported by the HOC Risk Management Handbook, outlines the organizational nisk
managamant abjectives and commitmant n order to achieve proactive identification and mitigation of risks that arise
a1 part of the organisation’s activites,

3.1. Scope and Applications

The scope of the Risk Managemant framawaork and policy 13 organisation wide and will be fully integrated into the
Organisation's strategic, operational and project planning activivies. The development of the framework and process
has been informed by the approaches used in these actwity and planning areas.

3.2. Guiding Behaviours and Measures
In line with orgamsation’s risk management pnnciples and industry best pract<e, the framework guides staff to:

®  Identfy, sssess treat and monitor risks.
e Appropriately communcate and escalate risks.

¢ (Consider new and emarging naks.

Guiding Behaviours Measuring Success

*The Chief Exacutive and Group Managers lead *Risk roles and resporsibilities are well
and promate risk management, understood.

*We have 3 "risk smart” culture where rigks are «Staff know how and when to discuss risk with
systematically managed, monitored and management based on good process and a
reparted, supportive environment.

*We ensure that staff are equiped with the sThere are few surprises; risk reporting
skills and guidance needed. provides early warning,

*Qur people are encouraged and supported to. *Counal's objectives and outcomes are met
‘escalate risks as appropriste. and the Councd's reputation and image are

. rotected,

*We apenly and constructively engage in risk »
discussion at all levels. j *Risk management within Council is

ntinuous! wed arid ed.

*We ntegrate risk management in to all CONCKICUEN Firvewed nd Mmpeov
decision making and planning, einternal and external stakeholders are

e 5 : confident that Council manages risk within

*We proactively manage threats in ine with acceptable levels.

risk appetite to reduce the consequence and ‘
Iikelihood of not meeting objectives. *Risk management occurs throughout the

: : development and implementaiton of any
'ﬁ::m’;:: g‘u":;‘“ to imprave our business plan, palicy, programme or project.

»All Groups speak the same nsk language and
respond to nsk in & consstent way,

Ref: PMD-03-81-21-207 V5.0 / XXX 2021 Page 8 of 28
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4.Policy Statement

In setting our cbjectives HDC will consider and take into account the nisks associted with achigving those ob@ctives.

HDC recognises that tis prudent to systematically manage and regularly review its risk profile at 3 stratape,
operational and project level. The organisation does this by applying thiz nsk managemaent policy and protocols,
which defines the management practices raquired to support the realisation of Council objectives, Not only does HDC
wish to mmnimise relevant threats, but also to maximise #s opportunitias through innovation.

4.1. Mandate and Commitment

Electad members and senior leadership wwpport the use of risk management as a key managament tool, and expect
risk management to be an mtegral part of decision making. Managers and 4taff in roles responsibie for managing risk
will be provided with adequate training and systems to support the open and honest communication of rik
information,

The risk management system will be monitored on a frequency considered approprate by elected members and
sanior leadership.

4.2, Objectives

The Council's risk management objectives are:

Protection of personal safety 5 ensured in all undertakings.

HDC has a current comprehensive understanding of s risks,

All sources of nsk are assessed before undertaking any actwity.

The organisation’s nske are managed within the rsk erteria (appetite) that have been established for the
particular actreity.

4.3. Principles
For risk managemant to be effective, the followng principles should be applisd at al tevels within HDC:

a)  Integrated part of all organisation activities,

b) Structured and comprehensive approach.

¢} Customisad and propartonate to the organisaton’s needs.

d) Inchusve to achieve timely involve ment of stakeholders.

e} Dynamic so that approprate changesare made i a timely fashion.
f) Baest available information applied to risk analysis.

g} Human and cultural factors are considered at each stage.

h} Contmual mprovemant achigved through leaming and expenence.

4.4. Risk Appetite and Tolerance

Risk appetite refers to the amount of risk Council & willing to accept in pursuit of its goals, Depending on the nature of
the activity there will be o range of outcomes that the Council could accept, this range in outcomes s organisation’s
risk tolsrance.

In this sanse nsk management is about finding an acceptable balance between the impact on objectves should a nsk
be realised and the impkcations of treating tha risk (i.e. financial cost, potential service level iImpacts and other
conseguential neks associated with a different approach must be considered), It should be recognised that all actions
and approaches come with their own risks which should be considered throughout the rsk management process.

Ref: PMD-03-81-21-207 V5.0 ! YOO 2021 Page 90f 28
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4.4.1. HDC Risk Appetite Statement
The Councy’s over-arching risk oppetite statement is as folows:

The Hastings District Council 1t responsble to the rate payers of the district 1o enable der tic local d -
making and action by, and on behalf of, communities to promote the social, econamic, eavironmental, and cultural
well-being of communities in the present and for the future.

To achsve these cutcomes Council has a conservative appetite toward risk that would adversely affect core services.
Incontrast, thers i s deure to leverages opportunities that enhance outcomes for the community, As & result there (s
a more opan approach to considermg innovation or solutions that create long term benefits.

Whilst the overarching risk appente may be conservative, Council recogmses that i 1s not possible, or necessarily
desirable, to aliminate 3| of the rnsks mharent in its activities, In some instances acceptanca of risk within the public
1ector s necessary due to the nature of services, constraints within operating environment and a kmited ability to
directly influence whara nsks are sharad across sectors,

Therefors, in relation to the Long Term Plan strategic objectives Councils rek appetite may vary depending on the
circumstances and trade-offs implicit in the specific context, Resources are aligned to priority outcomes based on the
specific risk appetite, and arrangements are in place 1o momtor and mibgate nekd to acceptable levels.

The rizk appetite for each of the key focus areas in the current Long Term Plan is stated in Appendix 2.

4.4.2, Risk Appetite Terminology
Phioaophy Tolgrance for
Urcertanty

Milingna
sSLaraieo sutme
it iud

Fexble Will take justified risks will choose option/s with
highest return; accepting
poss bty of fallure
4  Justified Will take strongly justified  Expactsome . Wil chocee to put atrisk but  Wiling under
naks wil| manage impact nght conditions
3 Msstured Preference for dalivering Umited Will accept if limited and Prefer to avoid
expactad outcome heavily out-weighted by
berefity
2 Comsmvalie  Extremely conservative Low VWil accept anly if essential, With extreme
and limaad possibility/extent  reluctarce
0 of falure _ v
1 Awrw Avoldance of risk sacore  Extremely low Wil always selact the lowest  Newver
objective risk option
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5.Risk Process

Risk management at HDC is based on each team, business umst and all levels of management identfying, recording
and assessing nisks to thew area of work.

5.1. Integrated Risk Management

Each team must integrate the following rsk aszessment process i to existing planning and decision making processes
30 that nsk management principles can be applied. This will normally involve undertaking rsk assessments as early as
possible in a business process o that the greatest opportunity exists to mitigate potentially negative outcomes, or
take advantage of innovations {e,g. all Asset Management Plans should contain a robust rsk assessment)

Thetype of ritk sssessment used thould be matched to the potential consequences. So where rizk of failure s high &
structured risk assessment process should be applied (L.e. bow te), whereas for low risk activities 3 smple register
could be sufficient.

5.2. Risk Process Overview

The following diagram provides an overview of the nok management pracess. The risk management process shouid be
a logical progressian from establishing context, risk idennfication and assessment through to treatment of these nsks.
Recording and reporting, communication and consultation, snd regular montoring and reviews are required
throughout the process,

5.3. Risk Process Map

To support the rigk process shown in 5.2 3 process map has been devaloped to provide step-by-step guidance. The
diagram below shows the high-level aetivities that form this process. For further detail refer to the Promaps process
or tha HDC Risk Management Handbook,

e eEx

T T —

L LR S T — R A BT R e e R T e ~-
o — .

5.3.1. Communication and Consultation
tifectwe risk management s based on continuous communication betwesn nternal and axternal stakeholders, and
should include open two-way communication st all levels. This will help to ensurs that indvidual risks are well
understood so that robust sk ratings, rak reatment plans and montoring requraments are establshed to increase
confidence in successfully acheving Council goals
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5.3.2. Establish Contex!
An important part of the fisk management process is to conuder the context for the activity being undertaken. Most
importantly this invelves developing a clear understanding of the key goals and objectives, and that the performance
measures for these outcomes are considered.

When defining the contaxt for a risk assessment, it is important to considar;

- The nature and type of hazards and consequences that might arise,

- How likelthood and impact are defined.
IMPORTANT: By default the corperate standard definitions should be applied. Howeyer, in special cases it
might be appropriata to define a talored approach (e.g. for 3 magpr strategx project). If this = required the
Rtk & Corporate Services Manasger or Strategic Projects Manager must be consulted,

- Whether combinations of risk should be taken in to account, and if 50, how they should be considered.

- Tha leval st which nisk becomes acceptable or tolerable,
IMPORTANT: By default the Tolerance statement in this framework should be appled. Any varation form
this should be approved by LT, y

At this stage of the process communxation and consultation is impartant. To fully understand the context
consdderation should be pven to consulting other affected parties or stakeholders and wider management.

5.3.3. Risk Identification
Risk workshops are considered an effective way to initially identify risks associated with HOC business and operations.
Workshops should include a wide range of internal and extamal stakeholders to uncover thefull scope of risks that
may exsat.

When considenng the source of risk each of the factors on the impact scale (Paople Safety, Financial, Service Lava!,
Compliance, Reputation and Enveonment) should be considered for potential threats or opportunities.

Risks ara recorded in & risk registar held by each group. Risk details wil record an accurate description of the nsk,
cause and effect to provide clacity for analysis and preparation of treatment plans, Ownership for each Risk should be
allocated to 3 mamber of the team responuble for the Risk Aegater on which the rigk s recordad

5.3.4. Risk Analysis
Risk score is based on the [kelihood and impact of an identified risk occurning. An inherent assessment of the rsk
should be made based on the assumption that no measures arein place to control tha risk, This establishes the raw
risk to which the organisation i exposed. A subzequent risk analysis should then be performed to understand the
current rigk considering all the controls in place to mitigate the issue, The dfference between these two assessments
provides an indication of the degree of risk mitigation achieved and effectvenass of controls.

To detarmine the impact rating for a sk analysis the normal practice s 1o use the impact category (i.e. personal
safety, financial, service level, compliance, reputation or environment| that has the greatest/highest level of impact to
combine with the likekhood assessmant.

As any risk analysis i subject to the state of knowledge at 8 specific pointin time it 1 good practice to regularly
update the assessment as the snvirenment and stats of knowisdge changes.

The default organisation wide impact and likelihood definitions are included in Appendix 1. These definiborns provide a
consutent language to encourage consstent assessmaent of nsk. However, they are not absolute and shou!d be used
a1 aguide to validate the intuitive assessment of nsk,

Approved specalned likelthood, impact and rnisk matrixes can be found in the followng documents:

HDC Risk Management Handbook,
HOC Project Management Framework,
HOC Health & Safety Manual.

HOC Water Safety Plan

Note:  There may be slight differences between the descriptions used in each area. This is intended so that the
risk manogement tool is approprotely motched with the octity.
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5.3.5. Risk Evaluation
The current rizk score established during the riak snalysis is then used to determine whether the risk is tolerable by
comparison with the Council risk appetite. Any risks that are not tolerable should then be prioritise based on the risks
score in order to Wantify the most important i1ssues for treatment. This allows for effective allocation of resources to
achiave the greatest henefit.

Threats classified a2 High or Extreme cannot be tolerated and treatments must be put in place to reduce the rek. In
those situation where there is a low risk tolerance, all effort should be made to ensure the residual risk of the event
occurring is As Low As Reasonably Practicable (ALARP), Refer to the Risk Tolerance statement and Escalation section
for further guidance on tolerable risk and risk treatment requirements.

5.3.6. Risk Treatment
Development of risk trestments and action plans is key to the success of nsk management, as this is how an increase
in confidence for achiaving key objectves is defversd.

When chocsng a treatment option it i3 important te recognisa that 8 new approach s likely to introduce new risks
that need to be considered. The am should be to achmve a balanced outcoma for HDC and the customer/community
using the service e g. the decision to require specific technical infarmation for atype of consent may unduly slow the
decision making process for all consents, and cause unnecessary frustration for the applicant for little ovenall
reduction in risk).

In general there are four options to consider when treating a threat risk known as the 474 [refer to Appendix 3 or the
Risk Management Handbook for further informaton):

e Tolerate: Accapt or retain the risk and its fikely impact.
Treat: Take action to control or reduce the rak.
*  Transfer: Move the risk to another party, for example through insurance.
®  Termmate: Stop performing the actaity to avoid or aliminsts the source of risk,

IMPORTANT:  The Heaith and Safety at Work Act and Regulations contain specific requiraments on the
hierarchy of controk for risk treatment. Refer to the refsrence to the H&S manual for details.

When considaring opportunity risk the following treatment options known as the 4Es should be considered [refer to
Appendix 3 or the Risk Managemant Handbook for further information).

*  Ewist Monitor those opportunay that have minimal potental reward,

¢ Explore: When the likelihcod of an opportunity being realised is probable, but the expected benefit is minor,
the issue should be explored to see if the impact can ba increased,

®  Expand. Dpportunities that present & substantial benefical impact and will probably occur should be
expanded across the Council to gan the greatest bensfit,

o Exploit: When the Impact of an opportunity s major, but the likelihood is anly possible, the cutcome should
be expioited to improve the chance of realaing the banefit.

While Opportunities will be deliberately taken to realise a berafit, it 13 important to recognise the relationship
between risk & reward. As a result, an assessment of the threat risks that come with the appartunity must be
undertaken to ensure any downside nsk is within the Councd appetite bafore taking action to Explore, Expand or
Explott an opportunity,

To datarmine the most appropriats risk treatment option(s) the fo¥owing factars should be assessed;
® impacton service levels,
* cost,
o feasibility, and
o effectivencss,

Treatment and action plans should indude;
- Description of the proposed actions and due date for implamentation,
-  When appropriate, include reasons for selecting the treatment options,
- \denufy who is responsible for completing the action and any other resources needed,
«  When appropriate, identify performance measures for the contral, and
- The reporting and montoring requeemants.
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However, allocation of the treatment actions does not imply ownership of the rak aself. Risk ownership remains with
the manager responsible for the risk. Treatment plans are to be updated on a regular basis and a note on current
progress of treatment actions recorded as well a3 any changes in detail

5.3.7. Risk Escalation
Risk owners are responsible for ensunng that righs ace exscalated to the appropriate level of management or to Council
when necessary. Risks scored as High or Extreme according to the appropriate Risk Matnx must be reported to the
next level of management and/or Council, whichever is approprate,

The management team receiving an escalated nisk shall review the issue and decide which level of the organiation is
best placed to own, and be responuble for treating the risk. Based on this decinion the rak may be:

1. Acceptad onto that managemant team’s risk register, or
2, Escalated furthar, or
3. feferred back to the team or busness unt for action,

The following table outlines the threat risk acton and escalaton requiremants:

Ref: PMD-03-81-21-207

scriptors Impact

Would stop & number of key objectives
being achisved.

May cause widespread financial loss, or
loss of reputation and confidence in HOC.

Would interrupt the qualty or timehness
of KDC's business objectves or outcomes.
May result in sgnificant financal loss,
capabilty reducton or impact on the
reputaticn of HOC

Eicalavionto Gf'oupMar'\agerA

Action
Immediate escalaton to relevant Group
Marager and/or LT. Consder escalation
to ralevant Council committee or

spon sor.

Include m Enterprise risk register.

As applicsble may need escalation to
Council committee, sponsor or LT,
Include in Group sk regater,

Would interfere with the quality, quantity
of imaliness of HOC's business objectives.
May haye minor financsal loss, capability
reduction or impact on the reputation of
HDC.

Astrategy must be in place focusing on
montoring and reviewing existing
controfs.

Inchude m Group risk ragster.

Minimal impact on HDC's business
objectives.

Minima! finandal loss, capablity teduction
or impact on the reputation of HDC.

A strategy should be in place focusing
on monitoring and reviewsng exsting
controls.

Include in Group nsk register if
appropriate.

scriptors Impact

The following table outlines the opportunity risk action and escalation requirements:

Would enhance anumber of key Escalation to relevant Group Manager
objectives. and/or LT, Conswder expanding
May result in substantial financial gain, or  application across Council to manmise
enhanca reputation and confidence in the benefits raalisad,
HDC, Include n Enterpnse nsk register
Would noticeably improve the qualityor  Escalation to Group Managsr.
Seriar " is imeli of HOC'z busi bjectives or  Focus on exploiting the banefits,
nesded servIces. Include n Group risk regster,
May result in inancial benafits, improved
efficiency or enhanced reputation. =
Weuld improve the quatty or tmeliness Actwvity should focus on explornng the
of HDC's business objectives or servicas. potential bansfis.
May result in minor financial banefit, Include n Group risk reg=ter,
Iimproved capability or enhanced
reputation,
- Minimal benefit to HDC's abectves. No spechic action required
Neglgible financial or reputation beasfit.  Monitor for change in context. |
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5.3.8. Risk Monitoring and Review
Risk monitoning provides for ongoing tracking of risk trends and treatment actions, Regular risk mongtonng maintaing
visibelity of risk activity and provides oversight for managers of the risks within business. Risk monitorning provides a
common communication mechanism for mamtaining awareness.

To faciktate this, management needs to provide feedback to relevant groups on rizks accepted onto their rick register
s0 staff are kept informed of progress on sgmificant nsks.

Risk monitonng s achieved by including Rsk Management as an agenda item for all team and managemeant maetings
and is refarred to in regular management reparts. Dunng management meetings risk reviews should monitor;

- Whether each nsk sull exsts,

- Whaether naw risks have arsen,

- Whether the likelihood and/or impact of risks have changed,
- Report #gnificant changes which affect nsk priortes, and

- Deliver sssurance on the effactiveness of rsk controls,

Having rak az an agenda tem at 3l scheduled meatings (e.g monthly team meetings) enables risk registers to be
reviewed and risk actiont to be tracked on a regular basis, This approgch supports the involverment of staff and
Integrates nisk management into business as usual activities. Risks, risk treatments and actions inform planning and
everyday business activities.

5.3.9. Risk Recording & Reporting
Risks are to be recorded m Quantate or in Risk Registers bazed on a standard template and are stored in HPRM. Using
a standard tamplate for nsk registers enableg.risks to be collated across business units and betweean levels of
managemeant. The regsters alzo prowide for reporting of risk trends and logging actions in responze to identified riske
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6.References

The primary reference and guidance documant for the developmant of the risk managemeant framewark i the 150
31000:2018 Risk Management — Gudelines,

Other relevant risk managemant publications will be used to aid application of standardz and other related techniques
to particular busmess situations, These publcations include but are not limited to HB 436 Risk Management

Handbook.

7.Review

The risk managemant policy and framework will be regularly reviewed to ensure it remains ralevant to the
organisation culture and needs. Reviews shall be performed at least annuatly, and submated to Risk and Audit
Committes for comment before being approved by Council.

8.Definitions

Term
Consequence

Current Risk

Impact

Inherent Risk
Lika fihood

Mitigation Contral
Opportunity
Pravention Cantrol
Risk

Risk Assessment
Risk Analysis

Risk Appetite

Risk Management
Risk Register

Risk Score

Risk Tolerance

Risk Treatment Plan
Threat

Ref: PMD-03-81-21-207

Defintion

The consequential effect on strategy or operational processes as a result of a rak
event occumng.

Note: The consequences that an event will have on the organisation will only be
evident after impact has cccurred.

Existing level of risk taking in to account the controls in place.

Note: Previautly called Residual Risk.

The effect on Peaple, Finances, Service Levels, Compliance or Reputation when a
riak event occurs. This is the direct and measureable impact.

Standard terms for rating Impact are: Severe, Major, Modarate, Minor &

Insignificant,

Level of nsk before any control activities are appled,

An avaliation or jdgemant regarding the chances of a risk even occurring, Often
described as a ‘probability’ or ‘frequency’,

Standard terms for rating Likelihood are: Almost Certan, Probable, Likely,
Possible and Rare.

Any measure or system that is intended to reduce the impact [consequence) of
an event should it occur,

‘Risk that can enhance or have 3 postive mmpact on objectives,

Any measure or system that is put in place to stop & threat causing loss.

The effect that uncertainty about internal or external factors has on achieving
HDC's ebjectives.

The effect on objects can be positive or negatve.

The process of risk identification and analyss

A systematic use of available information to determine the likelihood of specific
events cccurnng and the magnitude of their consequence

The amount and type of risk an organisaton is prepared to pursue or retain to
achieve its strategic goals

Manasgement actvities to deliver the most favourable outcome and reduce the
volatilty or variability of cutcomes.

Document used to record risks, ncludng the associated nsk score and treatmant
plan.

The combmation of consequence and likelihood assessments for a risk to derive
an overal rating or prionty for the risk.

The degree of variabilty in attainment of goals, or capacity to withstand Joss that
an organisation s prepared to accept to achieve strategic goals.

Actons simed at reducing the lkelhood and/or consequence of a risk.

Risk with adverse or negative impact cn objectives
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9. Appendix 1:
Likelihood, Impact and Risk Matrix Tables

9.1. Likelihood Assessment Table

Lielihcad Probabidty (per onnum) | Time Based Descriptor

Rare «10% Unlikely 1o oczur within 3 10 yesr penod, or in excegtional crzumstances
Possible 10% - 40% | May occur within & 30 year period

Likely 40% - 0% [ L&ely o ocour wihin 8 S year penod

Prob-ébk . )o:n - 0% Lielyto ocour weiin 3 1 pear timeframe

Almost Certain 0% Liely to otour mmedistely or withing hort period of time.

9.2.Impact Assessment Table — Opportunity
Opportunity / Senefit
Impact Financial Otizen Benefit Service Innovation
4 beneficisl Gfference in budget of Changes directly benefit citzers across | Sewvice delivery trme smoroved by
more thin 50% OR M the sntee Strict mote than S0%
Subsrantio! oR
Entwely new service delivery method
| e e | Senbed
A beneficisi dference in budget Cranges directly benefit ckizens of Service delivery tme imoroves by 25+
between 25 - 50% O/ S1M-533M. mukiple communities. 0%
Majar oR
Impiemertation of aleading edge
. . —— — . NE
A benafcial aference in budget Cranges deectly benafit cRaens of 3 Sarvice delivery time atfected by 10+
between 10+ 25% OR S200b51M single community 5%
Moderoty oRr
Able ta Implement turrent best
3 . > . — . _| arectice.
A beneficial dfference in budget of less. | Changes directly benefit members ofa | Service delivery trve affected by less
than 10% OR between 510k-5200k. angle group or mssodstion than 1%
Minor oh
Effcimncy gain in current process.
Insignificant Sudget impact OR e Uttle orno citizen beneft. i nta i status Quo
signpcant then 510k mpact '
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9.3. Impact Assessment Table - Threats
Threat
Imgpact Harm to Pecple Service Lo Firancial Cornpliance Environment | Reputation | Cammunity
{ALWAYS pssess first) | | I
fotalty or permanent Service delivery time an edverze dfference in Fine or prosecuban for Adverss effectz resutng | Natomlfirtemational Permanent/ ireversble
deabilty invelving 1 er recduced by mare than budget of merathan S0% | Taling to meet multiple I permanent/ (reversile | medi stention Togs af food/water
more pecgle 50% OR 5aM core legal reguirements | crangs o the oR securty, housng,
Severe on cs amvironmant Trust severaly damaged || Smalovment ar societal
Wealth impacts 1o >100 Totel faciity dosure anc ful recovery weilbeing (&g tocia
vecsle Gumitinale aclation] sffecting on
|| entes community,
Senous njury/ ilness, Service delivery time An adverse dfference in Fine or prosecution for Lang term or significant High publc mterest or ‘ Complese bss of
temporery dsabilty reduced by budget between 25-50% | faling tomeet p 2ingle sdverse enveonment matonal meda strertion food/water secunty,
irwoling 3 of mors 25-50% CR SIS core Ingal requiresment. effecs whese rersadistion o hauging, smployment or
Major people. or 13 possible Trustrecovery ewolwes || 300e%al wellbeing feg
OR Partia! facilty dosure | cansdenble cestang el sowbeny affecting
Meslth Impacts to <100 mansgemant attention an entire community
Deopie
Medical attentes Service delivery time An adverse afference in wimiv' about, for Medum term changeer | Sigafiant regonal publc Noticeable reduction in
required for 1 or more reduced by budget between 10-28% | adversepubic mposure | 3cale of enwironment Interest or mechy avaib ity of fcod/ waser,
Moderote pecople 10-35% CR 52005101 ’ for a noncomplunce Impact attention housing, employment or
oR oR ' oR societsl weilbeng
Medum term health Hours of service redutedt Trust recovery extreds affecting » lorge rumber
mpactto 1-W0peope | A = s | i nalon | SURRE—
#irst oxd needed Service delivery time An adverse dfference in Sef-detected non- Short term or mincreffect | Attention of group /locel || Short term in avallsbiey
Short tarm haalth impecty  feduced by lessthan L0% | budget of less then 10% complance on ecorystem functions commutaty of mads of fond/ water, hausing,
Minor t0 o few peopie o0& CR between 510k - 5200k oR employmens or societs |
Cuatomar gute Modest o5t to racover wellbeing affecting 4
maragement regured srust number of peaple ina
4 J community
Mo trestment regurred i Ng notcesble impact on An adverse Budget mpact | Nosmcampliance of na Little or ro change to Indvidael interest or ro No noticestle moact on
N roticeatle physca service delvery OR jess than S10k mpact consequence ervironment media atention food/ water security,
Insignificant moact oR housing, employment o
Littie effort tn recover secatsl wallbery
| trust

* Note: Food security, housing and employment are social smpact factors identified by the World Haalth Organisation Socist Dimensions of Climate Change discussion draft,
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Notes on matrix heat map!

® Inthis matrix (t can ba observed that by redefining High raks they may bacome Golden opportusities, but conversely Platinum opportunities can become Extreme theeats f

pushed too far

®  Anevent with Severe impact u considered High risk evenifthe chance of oceurrence is Rare. An event with Insignificant impact iz conzidered Low risk even if it i

Amost Certain 10 oocur

. Calculated Risk Score Ranges
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9.4, Risk Matrix and Heat Map
| Threat Impact WW Impact =
Lkethood tnsigmficant Minor Moderate rajor Severs Substontial Major Moderate Minos insigniicant Ukethooo
s 20 40 80 | 100 100 80 40 0 5
Almaz Certain m Gald Almast Certan
07 as | e 28 07
Probable Low dedum Gold Probobie
045 225 18 045
Lhey | W Medum _ Gold Ukely
03 18 B 24 03
Fossible ow Medium Gold Possible
02 e 20 [ F]
Rave Low Low Low Gold Rove
017 085 34 6B 17 017
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10. Appendix 2: Risk Appetite Key Focus Areas

10.1. Qur Environment

Context

LTP18/19 focus i to invest sgnificantly in drinking water infrastructure as our first
priocity 1o meet commumty expectastion and new national standards around safe

dnnking water,

- Safe drinking waten: $47.8M
- Demand managamant: $1.5M
- Environmantal enhancement: $1.7M

Appetite

wtified | Flexbioss |

Council intends to take a Conservative approach to risk in order to achiave this cutcome as Council has a statutory
obligation to deliver the services, which maeans it is not possible to limit or cease service provision. This means that
risks will be accepted anly when essential to the core outcome, and imited possdility/extent of fadure exists
particularly with regard to Safety or Compliance,

Tolerance & Measures

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

Risk Category Extremely Low Low Limited Expect Some | Anticipated
Safety L] | ! — |
Outcomes Dninking Water Montoring Plan Hastinge Urban Supply (WAT-20-54-19-1) requirements met.
Fowoer than 5 dry weather sewerage overflow events per 1000 connections par annum (LTP
measure)
Financial A | , ° |
Variation Spend betweean S3B.25M (-25%) and S56.1M (+10%) for all projects.
Service Delivery . . ® [ J
Stondard No more than 20 unplanned watersupply outages or wasie water system rastrictions per
month,
| No habitable flooes affected by storm water for up to a 1 in 50 year AR storm event (LTP
Measure).
Complisnce e B ¢ b _
Outcomes Compliant Water Safety Plan for each Council water supply.
Full compliance with Hawkes Bay Regional Council consent requiremants.
No matsrizl non-compliance raised by Water Assessors against 3 Council water supply.
Reputation =i @
Outcomes ! Regional public interest or media attention is expected, but events should not result in

Ref: PMD-03-81-21-207

adyerse natonal meda coverage.
There is support for being recognised as national leaders in water supply [Afligns with Woter

| Services Business Plan).
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10.2. Moving Around

Context

LTP18/19 focus 1 to invest in our infrastructure to look after our assets prudently and
to meet new chalenges in bridge strengthening, Increasing enveonmental standards
and chmate change,

- Henewals & Safety upgrades: S54.4
- Walking & Cyching: $1.1M
Batter Bridges: $1.8M

Counail intends to take a Consarvative approach to rizk in 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 transportaton network and bridges that are able to cope with current and future demands, This means that
risks will ba accepted only when sssantial to the core outcome, and limited possibility/extent of fadure sxists. In
pracuce, the resultis that assets will be pnontsed based on sound research and data, and upgraded using the most
suitable certified construction solution, In other words, Council 5 not looking to apply untasted mnovative solutions.

Tolerance & Measures

To ensure progress toward the desirsd outcome remains within an accepsable range the following twolerances and
measures will be applied and monitored:

| Risk Category Extremely Low Low Limited Expect Some  Anticipated
Safety o ® | , |
Outcomes feducng trend of fatality and serious injury from previous year (LTP measwre).
All bridges maet requirements for safe carriage.
Financal | | - . @ =
Variation Spend between 55.5M (-25%) and S8M [+10%] for all projects.
Service Delivery S i e o -
Standard 5.5% of sealed local road netwaork is resurfaced per annum (LTP measure),

No more than 1.5'% of footpaths classified poor or worse as measured by Councit’s condition
raung system (LTP mecsure)
Maximum of 27 {10%] weight and/or speed restricted bridges on the netwock.

Compliance . O .
Outcomes - Full compliance with NZTA funding requirements
Full campliance with NZ 8ridge Design Manual and Regulstory requirements.
Reputation * h | |
Qutcomes Interest oflocal groups or indwiduals is sxpected, but avents should not result in adverse

regional or national media coverage,
| Some desie to be recognised for best practice asset management and renewal planning.
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Enterprise Risk Management Framework Review
DRAFT HDC Enterprise Risk Management Policy and Framework V5

Attachment 1

10.3. Qur Economy

Context

Invest m tha Hasting Cty Centre to increase its vibrancy and to meet the challenges of
changing retall patterns and how people use the central city,

Ensure industrial development opportunitias are easily accessible in Omahy, Irongate
and Whakatu/Tomoana to meet our target of mcreased jobs and investment.

- Industrial Zone Investment: S19M
Economic Development: 53.5M
- CAD Development: $3.4M

Appetite [ Lo

[Comorvarve RN Jovved | Fiwti |

Council 15 prepared to take 3 Measured approach to achveving ths outcoma on the bams that there 15 a desra try
innovative Weas that may increase development of industrial land and improve the utility of the City Centre. This
means that risk wil be accepted if kmited and heavily cut-weighed by benefits,

Tolerance & Measures

To ensure progress toeward the desired cutcome ramains within an acceptable range the following tolerances and
measures will be applied and montered:

Risk Category Extremely Low Low Limited Expect Some Anticipated

Safety () |

Outcomes No notifiable injuries oc illness from infrastructure projects due to poor health & safety
practices by Council or a contractor.
No senous assaults in the CBD resulting from failure of communay safety servces (ncluding:
CPTED detign, CCTV, City Assst),

Finandial . ; ®

Variation Spend between S12.9M |-50%) and $532.4M {+25 %) for all projects

Service Delivery ! °

Standard A minimum of 20% and a target of 30% of vacant industnal land (LTP measure).
Loss than 10% of retaill spaces vacant on a quarter basis,

Compliance @

Outcomes No matenal failures to comply with the Iife safety goals of planning and building act and
regulations.

Reputation | L J

Outcomes Positiva regional public interest or media attention is expected for creatng liveable spaces,
but outcomes should notresult in adverse meda coverage,

Example;

development

- Council invested $3.8M instafling water infrastructure for the lrongate industnal area to stimulate

after receiving only 20% of development contnbutions,
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DRAFT HDC Enterprise Risk Management Policy and Framework V5 Attachment 1

10.4. Where We Live

Context

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

- Resdenval infrastructure spend: 520.5M

Apm‘. [ Averse I Corservative J Met s ured

Council is prepared to take a Justified approach to achieving this cutcome in order to
mest the nead in tha community for sufficent liveable spaces. Thiz means that strongly
justified risks may be taken, az long as the potential impact is managed.

Tolerance & Measures

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

__Risk Category Extremely Low Low Limited . Expect Some Anticipated

Safety . ! ° L= o i

Outcomes No new houses constructed in at risk areas [1.e. natural hazard 2ones) without mitgaton
All new houses meet safe and sanitary requirements (e.g. weather tightness).

Financal | =14 ! . %

Variation Spend batween $10.25M (-50%} and $25.6M (+25%) for all projects.

Service Delivery | . Al d

Stondard A minimum 20% residential greenfields land avallable (LTP mecsure)

Less than 0.2% of plan zone fand (valuable sois) usad for new housing per annum | Note: this
is equivalent ro 62Ho ar two times Lyndhurst Stage 1 & 2)

Compliance * |

Outcomes No legal challenges upheld for unsound Resource Consents or Buiddmng Consents decisions.
Reputation i N = - ]

Outcomes Positive regional public interest or medis attention is expected, but events within Counail’s

control should not result in adverse national media coverage.
There'is support far national recognition of successful innovation in provsion of housing.

Example:
Council it looking to invest around $11M instaling road and water infrastructure for Howard Street
residential area to make the development more appealing to the market.
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Attachment 1

10.5. Things To Do

Context

Continue enhancing our parks, racreational and cultural facilities to make the Hastings POt
Distnict a place where people want to work, live and play. s =

- OperaHouse: $39.6M A mbnies ¢
- Enjoyable reserves: $5.9M %% B

- Aegonal Spors Park Grant: $4.9M , -

Scope

This strategic outcome covers the approach taken to enhancong the playgrounds, sports
fields, parks, reserves, swimming pools and aguate facdites, Skate Park and mountain bike trails nn the Distrct.

L

Council is prepared to take a Justified approach to achieving this outcome on the bass that there & 8 desire to provide

spaces that allow people to enjoy the natural enwironment and seek adventure. This means that risk may be accepted

83 long as the impact 15 managed.

Tolerance & Measures

Te ensure progress toward the desred cutcome ramains within an acceptable range the following tolerances and
measures will be applied and monitored:

Risk Category Extremely Low Low | Limited Expect Some Anticipated
Qutcomes It is expected that injunes will occur within parks, recreational and cultural facilities as a
result of the sctions of Individuals. However, no notdiable njuries or llness should be caused
by the condition of the physical infrastructure provided by Council.
Note! Injuries resulting fram an indwidual’s octions not ceused or influenced by Council
equipment or infrastructure are excluded from this mecsure,
Financal » = - A
Variation Spenc between S37.8M {-25%) and §55.4M (+10%) forall projects.
Service Delivery | 1 o
Standord Opara House Qualmark rating - Fiva star (LTP meosure)
| Greater than 97% parks user savsfaction (LTP measure).
| Less than 3 non-weather related unplanned park closures per year
Compliseics N . b A
Outcomes Only complant equipment it use or installed in play grounds.
No fines or prosecutions for non-compliant equipment or faciktes.
Reputation » e .
Outcomes Positwve regional public interast or media attention s expected for creating liveable spaces,
| but outcomes should not result in adverse media coverage.
Example:

- Work on the Opera Houte, plaza and municipal budding was started before all funding sources were
confirmed.
- Acovered slide tower wat installed in Cornwall Park to provide an adventure cpportumty.
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Item 7

Enterprise Risk Management Framework Review

DRAFT HDC Enterprise Risk Management Policy and Framework V5

Attachment 1

10.6. Our Peaple

Context

Work together with communities and other to buid civic pride, develop our youth and
upldt people and commurnities

Youth, Hapu and Community Development: $S2.2M
Oty Assist & Kagtiaki: $3.1M
- Community Grants: $3.2M

Appmt. l AVErse I Corservativ _ Justified I Flouble ]

Council is prepared to take 3 Measured approach to achieving community uplift due to the need to work
collaboratively with focal Hapu, community and other agencies. This means that risk will be accepted if limited and
heavily cut-waighed by benefits.

Tolerance & Measures

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

Risk Category Extremely low | Low | Limited | Expect Some Anticpated
Safety o Sl N

Outcomes No programmaes or placements put youth in potentially harmful situations.

Financial @ |

Varigtion Spend batween 57.6M (-10%) and 53.3M [+10%) for all projacts,

Servica Delivery °

Stondord No unplanned outages for CCTV, City Assist or fﬁblkn services.

At least 3 place based plans completed (LTP megsure)

At least 1 socisl development review completed [LTP measure)

Compliance o LR . |

Dutcomes No challenges against community programmas for lack of engagement or consultation that
can be upheld.

Reputation = =1 £} ‘

Outcomes Positwe regional public interest or media attention (s expected for community lead plans and

pathways for youth, but outcomes within Council's control should not result in adverss
| naticnal media coverage.
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Item7  Enterprise Risk Management Framework Review
DRAFT HDC Enterprise Risk Management Policy and Framework V5 Attachment 1

10.7. 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
environmant

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
rasponsive to community needs,

- Operating budgst: $88M

App.dh Measured L lustifind J +lewibie ]

Council intends to take a Consarvative approach to delivery of core services as the community expects Council to
provide safa, compliant and reliable services that reflact the neads of the community in a cost effectiva and sfficient
way. This means that risks will be accepted only when essential to the core ou!cbm., and limited possibikty/extent of
fadure exists particufarly with regard to Safety or Comphance.

Tolerance & Measures

To ensure progress toward the desired cutcome ramains within an acceptable range the following tolerances and
measures will be applied and montored:

Risk Category | Extremely Low Low ' Limited Expect Some Anticipated
Safety a " N |
Outcomes Fewer than 10 medical attention or last time injuries ta Council warkers (staff and
contractors) per month (refer Health & Sofety Reports).
Variation | Spend between $583.6M (-5%) and 592.4M (+5%) for all operations [Afgns with Chief
Executive Objectives).
Stendard No more than 10% vanation from the LTP target levels of sarice,
| No decision reversed upon review
Compliance ‘ —— - W ° | !
Qutcomes No legal challenges upheld for unsound Resource Consent or Bulding Consent deciions.
All services provided meet regulatory reguirements for safe operation.
Reputation ‘ 2
Outcomes Interest of local groups or individuals may cccur, but events within Council's control should
1 not result in adverse regional or national media coverage.
| Positve media sttention up to navonsl level is desirable for innovative service.
Example:

- Itis important that the decisons made when isswng a consent, permit or licence are technically correct,
even f that means there is a slight delay m issuing the decision,
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11. Appendix 3: Risk Control Techniques

The following dagrams lustrate how nsk trestmant strateges are generally apphed to nsks based on where thay ruk
I% placed on & risk heat map.

11.1. Treatments for Threat Risk

Loss Impact
A

Transfer Terminate

e ——————an el

Tolerate

—»  Lkelhood

11.2, Treatments for Opportunity Risk

Reward Impact
A

Expand { Exploi
Aotourcas to improve Atwity generting

the risk

IMPORTANT: Before pursuing an opportumty an assessment of the tended q must be
undertaken. This is required to confirm that any potential threat risks that might arise are
within the Council risk appette. By doing o it is possible to confirm an appropriate balance

between the risk va reward 13 maintained,
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Item 7

Enterprise Risk Management Framework Review
HDC Strategic Risk Register at 2 Sept 2021

Attachment 2

HASTINGS

DISTRICT COUNCIL

Inherent Risk for Strategic Risk

HDC Strategic Risk Register

As at 2 September 2021

Current Risk for Strategic Risk

Description

| Inherent
risk lavel

Details

People Health, Safety &
Wellbeing

Exposure to health & safety risks (as a result of activities
undertaken or directed by Councll) which could result in
serious health effects to workers, customers and public

21

Significant Operational

Service Fallure

Operational fallure that may have material Impact on
delivery of Council services to the community

22

Water Quality &
Quantity

As a result of dimate change and human activities, there
may not be a sustainable quantity of quality water to
support the communities economic, social and

environmental wellbeing aspirations,

23

Financial Sustainability

Due to over committing to work programmes the financial
sustainability of the Council may be compromised
affecting delivery of all goals

24

Inequitable resource
allocation

Ineffective or complex district plan land-use policies may
compromise the ability to deliver equitable access to
resources affecting Social, Cultural, Economic and
Environmental wellbeing,

| Spatial and asset

management planning

Fallure to accurately understand community needs may
lead to poor spatial and asset management planning that
compromises delivery of the sérvices required by the
community adversely affecting economic, social and
cultural wellbeing.

26

Fatlure of climate

Lack of knowledge, protracted decision making or

insufficient application of resources may cause dimate

25ep 2021 Pagel
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Item7  Enterprise Risk Management Framework Review
HDC Strategic Risk Register at 2 Sept 2021 Attachment 2
ID | Description Details | Inherent | Residual
risk level | risk level
adaptation change adaptation measures to fail adversely iImpacting
economic, soclal and cultural wellbeing.
14 | Governance Fallure Failure to cdlearly define Councils goals and strategy, orto

monitor the achievement of anticipated outcomes, or 1o
work effectively together as a team, will detract from the
quality of decisions and Impede the achievement of
strategic objectives, Inadequate oversight of management
or the fallure to ensure legal compliance exposes the
organisation to significant financial, service delivery and
reputation risks.,

27

Increasing soclal inequity

Fallure of community engagement, consultation and
stakeholder partnerships, particularly Iwl snd
Government agencies, may lead to further increases In
soclal inequity In the community adversely affecting
Social, Cultural and Economic wellbeing,

28

Significant statutory
reform

Failure to proactively adapt to statutory changes could
adversely affect economic, environmental, social or
cultural wellbeing.
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Item 9

Treasury Activity and Funding Update

Treasury Dashboard 30th June 2021

Attachment 1

Interest Rate Risk Position

30 June 2021

30-Jun-21 Hastings District Council - Forecast
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Debt Interest Rate Policy Parameters

(calculated on rolling monthly basis)

Debt Period Debt Maximum Compliant
Ending Forecast Minimum % % Actual (Y/N)
Current 206 40% 9%% 61%

Year 1 214 40% 9%% 60%
Year 2 238 25% 807% 52%
Year 3 253 25% 80% 47%
Year 4 264 25% 807% 36%
Year 5 268 0% 607% 30%
Year 6 270 0% 607% 26%
Year 7 268 0% 607% 18%
Year 8 263 0% 607% 3%
Year 9 255 0% 607% 0%
Year 10 245 0% 607% 0%
Year 11 148 0% 0% 0%
Year 12 146 0% 0% 0%
Year 13 146 0% 0% 0%
Year 14 146 0% 0% 0%
Year 15 146 0% 0% 0%
Weighted Avg Cost of Fixed Rate Instruments 3.38%
Value of Live Fixed Rate Instruments $ 126,500,000
Weighted Avg Length of Fixed Rate Instruments 5.73 Years

Councils Expected Future Financing Costs by Component

50 IIIIIIII|||“‘||||||||

>y PP P

&op PP

ST T T ST

B Aoating Rate M Swap Rates W Line of Credit

Cost of Holding Fixed Interest Position 30-Jun-21

Motional Swap Value Avg Int Rate Valuation
Live Interest Rate Swaps 88,500,000 3.88% (8,543,926)
Forward Starting Interest Rate Swaps 27,500,000 4.01% (2,208,262)
Total Interest Rate Swaps [ 116,000,000 3.91% 110,752,188)]
Average Cost of Funds 30-Jun-21

Notional Value Avg Int Rate

Fixed Rate Loans with LGFA 38,000,000 2.19%
Floating Rate Loans with LGFA 167,000,000 0.97%
Live Interest Rate Swaps 88,500,000 3.88%
Westpac Lines of Credit 15,000,000 0.27%
Fixed Rate Loans with HNZ 740,000 0.00%
Total External Loans / Average Costof Borrowing | 205,740,000 2.73% |

30-Jun-20 Movement for Year
Notional Swap Value Avg Int Rate Valuation Notional Swap Value Awvg Int Rate Valuation
80,500,000 4.14% (10,915 ,516) 8,000,000 (0.26%) 2,371,590
53,500,000 3.93% (7,846,527) (26,000,000) 0.08% 5,638,265
[ 134,000,000 2.06% (18,762,043)] I (18,000,000) 10.15%) B,009,856]
30-Jun-20 Movement for Year
Notional Value Avg Int Rate Notional Value Avg Int Rate
8,000,000 2.37% 30,000,000 (0.18%)
142,000,000 2.26% 25,000,000 (1.29%)
80,500,000 4.14% 8,000,000 (0.26%)
15,000,000 0.27% 0 0.00%
740,000 0.00% 0 0.00%
[ 150,740,000 3.62% ] [ 55,000,000 0.59%) |
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Item 9

Treasury Activity and Funding Update

Treasury Dashboard 30th June 2021

Attachment 1

Funding and Liquidity Risk Position

30 June 2021

30-Jun-21 Hastings District Council
Funding Maturity

4-5 5-6 6-7
Maturity Date Bucket

®mDrawn Loans ™ Commercial Paper Available = w Linked Deposits

Composition of Counterparties

m LGFA
® Westpac
® Housing NZ

Liquidity
Fixed Interest Debt

Funding Maturity Profile
0-1 Year
1-2 Year
23 Year
34 Year
56 Year
6-T Year
7-8 Year
89 Year
9-10 Year
10-11 Year

Net Debt as % Equity

Net Debt as % Income
Net Interest as % Income
Net Interest as % of Rates

Funding KPI's
Maximum Compliant
Minimum % % Actual (YIN)
110% 170% 126%
40% 99% 61%
0% 33% 27%
0% 33% 10%
0% 33% 9%
0% 33% 9%
0% 33% 10%
0% 33% 12%
0% 33% 12%
0% 33% 12%
0% 33% 0%
0% 33% 0%
20% 7% Yes
150% 105% Yes
15% 4% Yes
20% 6% Yes

Funding and Liquidity Characteristics

205,740,000

Total External Council Drawn Debt

205,000,000

Funds Drawn from LGFA

15,000,000

Undrawn Bank Facilities

38,000,000.00

Bank Deposits & Term Deposits

23,000,000

Forward Start Contract

LIQUIDITY RATIO
Definition: (Cash Reserves + Lines of Credit + Drawn
Debt) / Drawn Debt)

4.38 Years

Weighted Average Length of Funding
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