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HAWKE’S BAY REGIONAL COUNCIL
FINANCE AUDIT & RISK SUB-COMMITTEE
Wednesday 03 June 2015

ROLE AND FUNCTIONS OF THE FINANCE, AUDIT & RISK SUB-
COMMITTEE

Reason for Report

1. At its inaugural meeting, the first order of business is to provide clarity to its members on
the role and functions of the Sub-committee which includes confirming the Terms of
References as adopted by the Regional Council and the related delegations and
reporting lines.

Terms of Reference (adopted 25 February 2015)

a) Purpose

The purpose of the Audit and Risk Committee is to report to the Corporate and
Strategic Committee on matters that will assist the Council to fulfil its responsibilities

for:
1.
2.

The robustness of risk management systems, processes and practices

The provision of appropriate controls to safeguard the Council’s financial and non-
financial assets, the integrity of internal and external reporting and accountability
arrangement

The independence and adequacy of internal and external audit functions

Compliance with applicable laws, regulations, standards and best practice
guidelines

The review of Council’'s expenditure policies and the effectiveness of those
policies.

b) Specific Responsibilities

The Audit and Risk Committee shall have responsibility and authority to:

1.

Consider the appropriateness of the Council’s existing accounting policies and
principles and any proposed changes

Enquire of internal and external auditors for any information that affects the quality
and clarity of the Council's financial statements and statements of service
performance, and assess whether appropriate action has been taken by
management in response to this

Satisfy itself that the financial statements and statements of service performance
are supported by adequate management signoff and adequate internal controls
and recommend adoption of the Annual Report by Council

Confirm that processes are in place to ensure that financial information included in
Council’'s Annual Report is consistent with the signed financial statements

Review whether Council management has in place a current and comprehensive
risk management framework and associated procedures for effective identification
and management of the council’s significant risks

Undertake periodic monitoring of corporate risk assessment, and the internal
controls instituted in response to such risks

Undertake systematic reviews of Council operational activities against Council
stated criteria
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d)

)

k)

8. Confirm the terms of appointment and engagement of external auditors, including
the nature and scope of the audit, timetable, and fees

9. Receive the external audit report(s) and review action to be taken by management
on significant issues and audit recommendations raised within the report(s)

10. Conduct a committee members-only session with external audit to discuss any
matters that the auditors wish to bring to the Committee’s attention and/or any
issues of independence

11. Review the effectiveness of the system for monitoring the Council’'s compliance
with laws (including governance legislation, regulations and associated
government policies), Council's own standards, and best practice guidelines;
including health and safety.

Membership

e  Four members of Council, being:
Councillors Debbie Hewitt, Rick Barker, Christine Scott and Fenton Wilson
(elected by Council on 25 March 2015)

e An external appointee, being.....(to be determined at a subsequent meeting)
Chairman

A member of the Committee as elected by the Council, being Councillor Debbie Hewitt
(elected by Council on 25 March 2015)

Meeting Frequency
The Committee shall meet quarterly, or as required
Quorum

The quorum at any meeting of the Committee shall be not less than 3 Councillor
members of the Committee.

Accountability

The Finance, Audit and Risk sub-committee is not delegated to make any decisions.
All recommendations of the sub-committee must be considered by the Corporate and
Strategic Committee prior to any decision of Council.

Officers Responsible

e Chief Executive
e  Group Manager Corporate Services

Reporting Through the HBRC Governance Structure

2.

The FA&R sub-committee makes recommendations to the Corporate and Strategic
Committee, which then considers those recommendations in order to recommend
decisions to the Regional Council.

Decision Making Process

3.

Council is required to make a decision in accordance with the requirements of the Local
Government Act 2002 (the Act). Staff have assessed the requirements contained in
Part 6 Sub Part 1 of the Act in relation to this item and have concluded the following:

3.1. The decision does not significantly alter the service provision or affect a strategic
asset.

3.2.  The use of the special consultative procedure is not prescribed by legislation.
3.3. The decision does not fall within the definition of Council’s policy on significance.
3.4. The decision is not inconsistent with an existing policy or plan.

3.5. Given the nature and significance of the issue to be considered and decided, and
also the persons likely to be affected by, or have an interest in the decisions
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made, Council can exercise its discretion and make a decision without consulting
directly with the community or others having an interest in the decision.

Recommendations

That the Finance, Audit and Risk Sub-committee:

1. Receives and reaffirms the Terms of Reference for the sub-committee

2. Receives and confirms the Delegations made to it by the Hawke’s Bay Regional Council

3. Receives and confirms the reporting lines for the sub-committee as per the HBRC
Governance structure.

Paul Drury Liz Lambert
GROUP MANAGER CHIEF EXECUTIVE
CORPORATE SERVICES

Attachment/s

There are no attachments for this report.

ITEM 3 ROLE AND FUNCTIONS OF THE FINANCE, AUDIT & RISK SUB-COMMITTEE PAGE 5

ltem 3






HAWKE’S BAY REGIONAL COUNCIL
FINANCE AUDIT & RISK SUB-COMMITTEE
Wednesday 03 June 2015

Subject: MEMBERS' LIABILITY

Reason for Report

1. To provide clarification on the liability that members may be exposed to in carrying out
the duties of the Subcommittee and the insurance cover that Council currently has in
place to mitigate against such liability.

Background

2. As requested by the Chairperson of this Subcommittee, to review the liability that
members of the Subcommittee could be exposed to in making decisions on papers
considered by this Subcommittee, the following reports are presented with this paper as
Attachment 1.

2.1. Two reports from Sainsbury Logan Williams, the first on “Councillor Liability” and
the second on “Health and Safety” as relates to statute.

2.2. A letter from Council’s insurance brokers, Jardine Lloyd Thompson Ltd (JLT) on
the cover provided in Council’s insurance policies, specifically professional
indemnity, public liability and statutory liability policies.

Lauren Hibberd from Sainsbury Logan Williams will attend this meeting to present the
material included in the attachment, and also to provide additional clarification if
required.

3. The current insurance policy limits, cover and excess are as follows.

Policies Cover Excess
Public Liability $100 million $2,000
Professional Indemnity $100 million $10,000
Statutory Liability (part of employer’s liability policy) $500,000 $5,000

4. ltis proposed to increase the claim limit for the statutory liability policy from $500,000 to
$1 million effective from 1 July 2015. JLT have advised Council that this increase in
cover is prudent, in their opinion, to reflect the additional liability due to the proposed
changes in Health and Safety legislation.

Decision Making Process

5. Council is required to make a decision in accordance with Part 6 Sub-Part 1, of the
Local Government Act 2002 (the Act). Staff have assessed the requirements contained
within this section of the Act in relation to this item and have concluded that, as this
report is for information only and no decision is to be made, the decision making
provisions of the Local Government Act 2002 do not apply.

Recommendation

1. That the Finance, Audit and Risk Subcommittee receives the reports on “Members’
Liability” from Sainsbury Logan Williams and from Jardine Lloyd Thompson insurance
brokers.
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Paul Drury
GROUP MANAGER
CORPORATE SERVICES

Attachment/s
1 Councillor Liability Reports
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Councillor Liability Reports Attachment 1

o
3
&
SAINSBURY
LOGAN &
WILLTAMS
30 November 2013 FARYEES SHCL THF
Hawke's Bay Regional Council
Private Bag 6006
MAPIER
Aren: Paul Drury
COUNCILLOR LIABILITY
1 You have asked us to provide Council with cur opinion on the personal liability of
Councillors as elected members of a loeal anthoricy.
2 Under s 43(1) of the Local Government Act 2002 (“"LGA™), members of a local authoriry
are indemmnified by the local authority for any liability if they acted in good faith and in
pursuance of the responsibilities or powers of the local authoriry:
(1) A member of a local suthorty {or # committee, community board, or other
subordinate decision-making body of that local authenty) is indemnified by thar
local authonty, whether or not that member was elected to that local authonty or
community board wnder the Local Elecroral Act 2001 or appointed by the loeal
autherity, for—
{a} costs and damages for any civil Liability ansing from any acton broughe
- by a third party if the member was acting™in good faith and in
pursuance {or ntended pursuance) of the responsibilines or powers of
|.|'.|.L' ]'UC“.'I.I aul |'.11'|'.'11'.i.|.:|' ["JI: I:UIT!I.I'.ﬂi“'L'L', Cm'.l.'l'l'll.'l]'l.i:tj' |.1ua I:I'j.| or Utl'.ll.'l'
subordinate decision-making body of thar lecal aurhoricg); and
{b) costs aosing from any suceessfully defended eriminal aetdon refanng o
'l acts or oimissions in his or her capacity as a member,
3 This indemnity does not apply to directors of council-controlled organisations.’
4 However, members may be (jointly and severally) lable for the losses of local authoritics

{by way of Report from the Auditor-General to the Minister of Local Government and
recovery by the Crown) in the following cases:”

4.1 moncy belonging o, or administwable by, a local authority has been nnlnwfl.lily
expended,

4.2 an asset has been unlawfully sold or otherwise disposed of by the local authority;

! secrion 43(3) LGAL In respecr of their oblipations, ivis vaual for the entire, whese ir is 0 Company, o provide
separate Directors and Cfficers cover, provided the Consumpon specifically suthorises it
Secmon 4-41) LGA
SO 167N
G Permyaem Serget, PO Box A1, Napier +140, MNew Aealand, D35 MP70059
Tel D6 835 30069, 15x 06 B35 67406, + T veen

oo Majpprag Blacfirlane, Gerand Sulbean, Stephen Groer, Stuart Webster, Andnea Wores
v Basclay, Narhan Gray, Lara Blomfield, Lagrcs [libberd, Limeoln Reid

ITEM 4 MEMBERS' LIABILITY

PAGE 9

ltem 4

Attachment 1



T 1UBWIYoeNY

¥ wal
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Councillor Liability Reports

IK

4.3

1.4

a liability has been unlawfully incurred by the local authority; or

a local aucthorty has intentionally or negligently failed o enforce the collection of
money it is lawfully entided to receive.

Individual members are not liable if they establish that the act or fallure to act that
resulted in loss occurred:’

5.1
5.2

3.3

without their knowledge,
with their knowledge bur against their protests;

contrary to the manner in which they voted on the issue.

More generally, members ave not liable il they establish that in the citcumstanees, they
acted in pood faith and in reliance on reports, information, or professional or expert
given by

6.1

6.2

An employee of the local authority whom they reasonably believed was reliable
and competent in relatdon to the matters concerned,

A professional adviser or expert in relation to matters that they ressonably
believed to be within the person's ]:mfcﬁsjonﬂl Of expert competence.”

Members are only liable for the losses if the Auditor-General issues a report on those
Iosses to the Minister of Local Government.”

The Crown is entitled to mke proceedings against members to recover the losses which,
when recovered, are payable 1o che local authority.”

In the House of Lords case in Porfer » Magil *, Lord Bingham summarised the principles
underlying the equivalent provision in English law as follows:

Powers conferred on a local avthority may be exercised for the public purpose for which
the powers were conferred and not atherwise. Such povwrers are exercised b}r or on the
delegation of councillors. It is miseonduct in 4 councillor to exerclse or be party to the
exercise of such povers otherwise than for the Puh['u: puIpose for whicl the powers
were confereed. 16 the ecouncillors misconduct themselves knowingly or recklessly ir is
regarded by the bow as wilful misconduce. 1F the wilful misconducr of 2 councillor iz
found o have caused loss to a local authodty the covncillor is lable to make good such
loss o the council. Powers eonferred on a loeal authoniey may nar lawfully be exereised
to promote the clectoral advantage of a pobtcal parcy.

3
4
bl

Section 44(6)(0) = ()
Section 4604)(d) LGA

The atality b rey om reports from ermplovees or from professnmal advisens s quahfiod by the necesiy o beliove sm reasonabile

cntrteks thiat U sebviee i relabbe and compeiens, or e be wathm the persen’s prodessionzl ar espere comperence.

Secton 46 LGA. Note that s 4601 eonerplaes tha Tabday may ande for other perstons uedes the general Lo For ommnpde, m
Fuelamin g MEARPT Ot OF thedi of conmnl ropeTty, Lasih et and crmenal h.l:lil:l} comlel anze vmaler ithe ;_:J.-ﬁu,ﬂ'l bw with rl.'g.m,l (5]
members and ether dlecied persong, anad emplovees of the public body,

! Secton 44,
¥ [2002) 2 AC 357

SJIW-003502-198-87-11
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Councillor Liability Reports Attachment 1

10 More informaton about the personal labily can be accessed on the Office of the
Auditor-General website.”

Yours fathfully

Sruart Webster
Partner

{ Ermail: spwi@slw.co.nz
' Direct dial {06) 833 7848

¥ aag gt

SSW-D03502-180-67-1
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P
I\!:" ":hﬁ ;:; L'Jc}
25 May 2015 Py
Hawke's Bay Regional Council SAINSBURY
Private Bag 6006 LOG&N&
NAPIER WILLIAMS
LAWY TRA SHHCE 1875
Aten: Paul Drury

By email: PDrury@hbre.gove.nz
COUNCILLOR LIABILITY - HEALTEH & SAFETY LEGISLATION

1 You have asked us to provide Council with further information on potential personal
liability in respect of Health & Safety legislation following a letter dated 7 May 2015 from
JLT insurers suramarising enrtent covers held by Couneil.

2 Section 12{1) of the Local Government Act 2002 provides that a local authosity is 2 body
corporate with perpetual succession.

3 Under s 56(1) of the Health and Safety in Employment Act 1992 (“FISE™), the officers of
a body corporate may be held liable for offences under the HSE:

(1) Whete a body corporate fails to comply with a provision of this Act, any of its
officers, divectors or agents whe directed, autherised, assented to, acquiesced in, or
pacticipated in, the failure is n party to, and guilty of the failure and is liable on
conviction to the punishment provided for the offence, whether or not the body
corpote has been proseceted or convicted.

4 The offences under the HSE inchade:

4.1 Taldng an action while knowing the action is teasonably likely to cause serious
hacm to any person and the action is contrary to the HSE;

4.2 Failing to take an action while knowing the failure to take the action is reasonably
likely to causc serious harm to any person and the action 13 required by the HSE;

43 Failing to ensure safety of employees including identfying workplace hazards.

5 Penalties inchude infringement fees, fines of up to §500,000 or imprisonment for up to 2
years or both a Ane and imprisonment.

G Under s 561 of the HSE it is not possible to be insured against or indemnified against
linbility for payment of a fine or infringement fee under the HSE.

(1) To the extent that an insurance poliey or conttact of insurance indemnifies oo
purports to indemunily o person for the person’s lability to pay 2 fine or an
infangement fee under this Act,

(a) The pelicy or contract is of no effect; and

61 Tenmysnn Swevr, PO Bee 4 1, Magier-11-40, Mew Zealand
Tel 06 535 3069, Fay 06 835 67496, v v oy

1Fuirisa Magnus Macfardane, Gerry Sullwan, Suephen Gresr, Andpew Wares,

Adlrian 3archay. Mahen Giraw Lara Biomdicdd, Laueen Mibberd, Lincoeln Reid !
L[H-003502-276-1-V1 ) )
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Councillor Liability Reports Attachment 1

{(B)  No court or uibunal has jurisdiction to grant relief in respect of the
policy or contract, whether under section 7 of the Illegal Conteacts Act
1970 or otherwise.

(2} A person must not

(2} Enter into, or offer to enter into, a pelicy or contract deseribed in
subsection (1); or

(b) Indemnify, or offer to indemnify, another pesson for the other person’s
liability to pay a fine or an infringement fee under this Act; or

(c) Be indemnified, or agree to be indemnified, by another person for that
person’s liability to pay a fine or an infringement fec under this Act; or

(d) Pay to another person, or receive from another person, an indemnity for a
fine or an infringement fee under this Act

7 This position is reflected in the second to last paragraph of the letter from JLT.

8 We note that this sk of personal liability in respect of Council as an employer is the
same for other employers too — including directors of limited lability companies. This
reflects the importance that government places on workplace safety.

9 The HSE is in the process of being replaced by new legislation which will provide more
omerous obligations on employers to be more active in ensuring worlkplace safety.
Sainsbury Logan & Williams are intending to hold # seminar on the changes once the
legislation has been finalised and T am sure our presenters, Lara Blomfield and Nathan
Gray, would be happy to make themselves available to discuss the changes with you
should you wish.

10 Twill be available at the meeting on 3 June 2015 to discuss this farther with you.

Yours faithfully

Lauzren Hibberd L

Partner

Email: ljh@stw.cons:
Direct dial (06) 833 7841

LJH-003502-2T8-141
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Jarding Lkayd Thompson Limited

T May 2015 4% Johnslon Streal
PO Box 11 1145
Wellinglon, 6142
Paul DI"LII‘)" Mew Zealand
L Tel 4G4 85 B210
Group Manager -~ Corporate Services Fa  +6d EEJJ: :95 31;?
Hawkes Bay Regional Council Er?:i rg: Eg]};;ggaaign
Private Bag 6008 o ¥
NAPIER 4142 ::'::“:‘;1"@"“‘“
Daar Paul,

Councillor Liability.

You have asked JLT to provide details of the liability covers available to Councillors under Hawkes Bay Regional
Councils Professional Indemnity, Public Lisbility and Statutory Liability policies. This stems from a Councillor
enguiry and a legal opinion Council received from Sainsbury Logan & Willlams.

We have nol comment on the Sainsbury Logan & Williams letter, except to say that that it is unlikely that
Insurance would be available to Council and Councillors in circumstances whera the Crown seeks recovery for
losses incurred by Council thraugh

1. money belong to or administrable by a local authority has been unlawfully expendad
2. an assel has been unlawfully sold or otherwise disposed of by the local authority.

| ' would refer firstly to Councils Professional Indemnity and Public Liability Insurance, which Council currentty
places with Riskpool.

Set out hereunder is the Definition of "Member® which includes any person acting on behalf of Council or
appointed fo Council,

The “Member” shall mean:

a) The Member named in the Scheduls and;
b) Any person or organisation acting bona fide in connection with;

(i) thetr dulies an behalf of or

(i) the terms of their appointmeant by; or

{iiiy their membership of any organisation or service formed under authority; or

(v} {in respect only of a natural person warking under the control andfor supervision of the Member
named in the Schedule) the terms of thelr contract with;

the Member named in the schedule, provided that the Member does not include indepandent
consultants or independent contractors.

The other area where Councillors could be personally held liability is under the Health & Safety legistation, which
is covered by a Statutory Liability Insurance policy. Council currently has limited cover under the Employers
Liability policy, however going forward for 1 July 2015, JLT will be recemmending that Council maintain separate
Statutory and Employers Liability policies.

The Statutory Liability policy, Insuring clause provides indemnity to Councils as the Insured and any Officer ,
which will include Eleeted Members.
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Insuring Clause:

1. In consideration of payment of the premium, in reliance on the proposal and declaration (which shall
deamed to be the basis of this policy) and subject 1o its 1erms, conditions, exclusions, warranties and
endorsements, the insurer agrees to pay on behalf of;

(a) the Insured, its Defence Costs and Penalties

(b} the Insured, Defence Costs and Penalties for which it grants indemnity to any Officer as permitted by
|aw;

_ (e} any Officer, Defence Costs and Penalties for which hefshe does not recelve an indemnity from the
Y Insured;

arising out of any Qocurrence which is connected with the business or affairs of the Insured and notified to
the Company during the Period of Insurance staled in the schedule or within 30 days after its expiry, or if
exercised during the Extended Reporting Periad.

Provided that the;
(i) Cecurrance has faken place on or after the Retroactive Date;
{ii) friaximum amount payable by the Company for Defence Costs and Penalties for all claims under

this pelicy shall nol excesd the Limit of Indemnity stated in the Schedule, 4

We would however remind Council of the fact that under the Heallh & Safety legislation you are not permilted by
law to insure for fines, however you can insure for awards of Reparation and legal Defence Cosis.

I trust that this clarifies the position for you and if you have any additicnal questions then please feel fres to
contact the writer.

e

Yours sinceraly,

e Sig’g n Tustin
ACCOUNT MANAGER

L_,’.'I-._,-:ﬂ_-,_r—!_f :---"II AR /-“'I 1-"‘;!-"]{*3*6-” "“,:'-ﬁ‘ A e o L ,!’_n

j f/—«iM“—i— r’ﬁLhcg__.J Avmact 'y fg’s-ﬂﬂ\ﬂ-’ﬂ‘d

=4 ly 18
TSl Fﬁ.ow\ ”.'.rlﬂ)f .
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HAWKE'’S BAY REGIONAL COUNCIL
FINANCE AUDIT & RISK SUB-COMMITTEE

Wednesday 03 June 2015

Subject: APPOINTMENT OF INDEPENDENT MEMBER

Reason for Report

1.

The Terms of Reference for the sub-committee includes the appointment of an
Independent Member. In order to make an appointment, the sub-committee wishes to
first consider feedback from all Councillors on the issue.

Feedback Received to Date

2.

Before we consider the skill set for an independent member, | would prefer to have a
discussion about whether or not we need one. Further, | think this is a discussion further
down the track when we have thought through what it we are setting out to achieve. At
this point | think we would all have a better appreciation of whether we need an
independent member and should we decide yes, at that point set out the skills and
knowledge we were seeking.

I think the skill set for the independent is extremely important - | think the independent is
extremely important - might be the only one with a skill set as unlike a Board the only
skill set that are pre requisite for being election is having your name known. | also think
the sooner appointed the better - the appointment has been identified already by council
resolution.

3.1. All A & R committees need strong financial literacy. Therefore at the forefront of
skills is qualifications in finance, plus

3.1.1. experience in risk framework identification
3.1.2. knowledge (preferably experience) in audit
3.1.3. knowledge of governance

3.1.4. knowledge of local government - insight into different requirements under
relevant acts for local government

3.1.5. elected members responsibilities vs Board members

3.2. | do know that in seeking these skills in Hamilton CC and Napier CC they
appointed a suitably qualified and experienced accountant as Chairman - the only
position they would accept.

Proven ability to focus on conformance. Chartered accountant.

Financially literate. Local government understanding combined with private expertise.
Personality trait, has strong degree of independence. Not a local. Happy to work in
public / open meetings

Decision Making Process

6.

Council is required to make a decision in accordance with the requirements of the Local
Government Act 2002 (the Act). Staff have assessed the requirements contained in
Part 6 Sub Part 1 of the Act in relation to this item and have concluded the following:

6.1. The decision does not significantly alter the service provision or affect a strategic
asset.

6.2. The use of the special consultative procedure is not prescribed by legislation.
6.3. The decision does not fall within the definition of Council’s policy on significance.

6.4. The decision is not inconsistent with an existing policy or plan.
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6.5. Given the nature and significance of the issue to be considered and decided, and
also the persons likely to be affected by, or have an interest in the decisions
made, Council can exercise its discretion and make a decision without consulting
directly with the community or others having an interest in the decision.

Recommendations

The Finance, Audit and Risk Sub-committee recommends that the Corporate and Strategic
Committee:

1. Requests that the Chief Executive seeks Expressions of Interest from ...

or
2.

Paul Drury Liz Lambert
GROUP MANAGER CORPORATE CHIEF EXECUTIVE
SERVICES

Attachment/s
There are no attachments for this report.
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HAWKE'’S BAY REGIONAL COUNCIL
FINANCE AUDIT & RISK SUB-COMMITTEE

Wednesday 03 June 2015

Subject: HBRC RISK ASSESSMENT AND MANAGEMENT

Reason for Report

1.

Staff have developed a draft Audit and Risk Management Policy and Framework for the
organisation.

The draft is attached for consideration by the Committee.

Also attached are examples of risk assessments covering risks from two of Council’s
work areas. Risk assessments from all Council groups are in the process of
development. It is proposed that the top 10-20 risks for the organisation identified from
these group assessments are reported to the Audit and Risk Committee in accordance
with this policy, once it is adopted.

This paper seeks comment on the content of this draft Risk Management Policy and
Framework, and the examples provided.

Current Framework

5.

10.

11.

On a day-to-day basis Council staff manage a large number of risks. Staff experience,
gualifications and professional judgement are critical to the mitigation of many routine
operational risks. The draft Policy and Framework is designed to provide Council, as
the governance body for the organisation, an awareness of the major risks to which the
organisation is exposed, and the steps in place to manage or mitigate those risks.

Risk management is an iterative process consisting of well-defined steps which, taken in
sequence, support better decision making by contributing a greater insight into risks and
their impacts. It requires a systematic, logical method of identifying, analysing,
evaluating, treating, monitoring and communicating risks associated with any activity,
function or process, and will enable Council to better predict and respond to
organisational risks.

Risk management is recognised as an integral part of good management practice. To
be most effective risk management should be part of an organisation’s culture. It is
being integrated into HBRC’s philosophy, practices and business plans.

HBRC'’s business landscape will continue to change and evolve. There is a need for the
organisation to continuously review and improve the ability to identify and manage its
risks. This policy and framework, once adopted, will set the oversight, control and
discipline to drive continuous improvement of Council’s organisational risk management
in a changing operating environment.

The framework is based on three key areas where risk could impact on HBRC:
9.1. Financial impact.

9.2. Reputation of Council with its stakeholders.

9.3. Operational capability.

All risks that have potential impact on Council will be assessed by each Group Manager
for their respective Groups using this framework. A sample of the output from these
assessments is attached for Committee information.

The sample reports highlight
11.1. The risks as they have been assessed by staff,

11.2. The controls in place to manage that risk and an assessment of the effectiveness
of those controls.
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12.

13.

14.

15.

It is important to recognise that the failure of a mitigation method (risk control) may
result in the risk being greater than assessed. The management of risk control
mechanisms are essential to ensure that they continue to mitigate that risk.

The framework includes clear parameters under which the risk likelihood and
consequences have been established. It is expected that these will be reviewed from
time to time as part of the ongoing improvement of Council’'s risk management
processes.

If risk management is to be effective, risks must be reviewed regularly. The draft policy
and framework provides for regular review and reporting.

Staff propose to review the draft Policy and Framework based on the feedback received
from the Committee and to present it for adoption at the next meeting of the Committee
programmed for 22 September 2015.

Decision Making Process

16.

Council is required to make a decision in accordance with the requirements of the Local
Government Act 2002 (the Act). Staff have assessed the requirements contained in
Part 6 Sub Part 1 of the Act in relation to this item and have concluded the following:

16.1. The decision does not significantly alter the service provision or affect a strategic
asset.

16.2. The use of the special consultative procedure is not prescribed by legislation.
16.3. The decision does not fall within the definition of Council’s policy on significance.
16.4. The decision is not inconsistent with an existing policy or plan.

16.5. Given the nature and significance of the issue to be considered and decided, and
also the persons likely to be affected by, or have an interest in the decisions
made, Council can exercise its discretion and make a decision without consulting
directly with the community or others having an interest in the decision.

Recommendations

That the Finance, Audit and Risk Sub-committee:

1.

Receives the HBRC Risk Assessment and Management report

2. Provides comment on the draft Audit and Risk Management Policy and Framework.
Mike Adye Liz Lambert
GROUP MANAGER ASSET CHIEF EXECUTIVE
MANAGEMENT
Attachment/s
1 Draft Risk Management Policy and Framework
2 Risk Table
3 Asset Management Risk Report
4  Corporate Services Risk Report
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Draft Risk Management Policy and Framework Attachment 1

HAWKE’S BAY REGIONAL COUNCIL
AUDIT & RISK MANAGEMENT
Draft POLICY AND FRAMEWORK

June 2015
Definitions:
Council: means the nine elected members as a governing body
of Hawke’s Bay Regional Council
HBRC: means Hawke’s Bay Regional Council

Audit and Risk Committee means the Finance Audit and Risk Committee of
Hawke’s Bay Regional Council

Purpose of this document;

1. This document:
a. Sets out HBRC'’s risk management policy and its approach to managing
risk.

b. Sets out systems and processes HBRC has in place to ensure the
prudent stewardship and the efficient and effective use of its resources.

c. Documents the roles and responsibilities of the Council, the Audit and
Risk Management Committee, the Chief Executive and executive
management team, and all staff.

d. Identifies reporting procedures.

2. The policy forms part of HBRC’s audit and risk management and corporate
governance arrangements.

Approach to risk management and audit

1. The following key principles outline HBRC’s approach to risk management and
audit:

¢ HBRC's risk is to be managed, monitored and reported, in accordance with
this policy adopted by Council.

e HBRC is a public organisation funded largely by money sourced from the
Hawke’s Bay community. It must use that money wisely and carry out its
duties cost effectively. HBRC must demonstrate it is a prudent manager and
user of public funds.
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Attachment 1 Draft Risk Management Policy and Framework

The Chief Executive has responsibility for overseeing risk, financial and
operational management within the whole of HBRC and will report to the
Risk and Audit Committee on these issues in accordance with this policy.

The Chief Executive and Executive management team supports, advises
and implements policies approved by Council, and is responsible for the
management of operational risks, and for reporting to Council all new and
emerging risks with the potential to significantly impact on Council.

HBRC is conservative and prudent in its recognition and disclosure of the
financial and non-financial implications of risks

Management staff are responsible for encouraging good risk management
practice within their groups and teams

Role of Council

2. Council as the governance body for HBRC has a fundamental governance role to
play in financial and operational management and the management of risk. Its
role is to:

a. Set the tone and influence the culture of risk management within HBRC. This

e.

includes:

¢ Understanding that there is risk in the activities undertaken to achieve
or support the desired organisational outcomes.

e Providing clarity on the level of risk that HBRC should be exposed to
in undertaking specific activities.

e Setting the standards and expectations of staff with respect to conduct
and probity.

Adopt an audit and risk management policy and framework, monitor its
effectiveness and review and revise this to ensure it remains fit for purpose.

Appoint the Audit and Risk Committee and continue to monitor its
effectiveness.

Consider and monitor risks associated with achievement of HBRC strategic
outcomes.

Approve major decisions that may affect HBRC's risk profile or exposure.

Role of the Finance Audit and Risk Management Committee

3. The Audit and Risk Management Committee is set out in the Terms of Reference
adopted by Council at its meeting on 25 February 2015.
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Role of the Chief Executive and Executive Management Team

4. Key roles of the Chief Executive and the executive management team relevant to
Audit and Risk policy are to:

a. Implement policies on audit and risk management and report on compliance
and performance.

b. Identify, evaluate and manage (excluding governance risks) the risks faced
by the Organisation.

c. Provide adequate information in a timely manner to Council and its
committees on the status of significant risks to which the Organisation is
exposed and the controls to manage those risks.

Risk management control system

5. The risk management control system encompasses a number of elements that
together facilitate an effective and efficient risk assessment, enabling HBRC to
consider a variety of strategic, operational, financial, and commercial risks.
These elements include:

a. Policies and procedures

Many of the organisational risks are managed through policies and plans
adopted by the Council. These include Regional Plans developed according to
relevant legislation, their associated implementation plans, and policies or
protocols specific to a particular issue. The policies adopted by Council are
implemented and communicated through the Chief Executive to staff. Written
procedures support the policies were appropriate.

b. Reporting

Comprehensive reporting is designed to communicate the monitoring of key risks
and their controls. Decisions to rectify problems are generally made by staff, but
may be at the direction of Council where a significant potential risk is identified.

c. Annual and 10 year planning and budgeting.

The annual and 10 year planning and budgeting processes are used to set
objectives, a performance framework through which to monitor progress towards
achieving those objectives, develop and communicate work programmes, and
allocate resources. A number of the work programmes are designed specifically
to mitigate strategic risks. Progress towards meeting annual and 10 year plan
objectives is monitored regularly.

d. Risk management framework
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Attachment 1 Draft Risk Management Policy and Framework

This framework helps to facilitate the identification, assessment and ongoing
monitoring of risks to which HBRC is exposed. The framework is formally
reviewed in accordance with the timelines set out in Table 1 below, with all
existing risks reviewed and new and emerging risks added.

e. Risk review programme.

The risk review programme is an important element of the risk management
process. Apart from its normal programme of work, each member of the
executive management team is responsible for the review of the effectiveness of
the risk management framework within HBRC as set out in Table 1 below.

f. Internal audit.

An internal review of risks may be requested by Council or commissioned by the
Chief Executive from time to time as they deem appropriate. Such an external
review may cover the risk framework and all of the risks to which HBRC is
exposed, or may be restricted to specific risks or aspects of risk. This internal
audit function may be contracted to an external audit provider.

g Audit of HBRC’s Long Term Plans and Annual Plans

These audits are carried out by Audit NZ on behalf of the Controller and Auditor
General.

Review of effectiveness

6.

7.

8.

The Chief Executive is responsible for reviewing the effectiveness of HBRC'’s risk
controls. The frequency and scope of such a review shall be dictated by the
Audit and Risk Committee. The review may be required for all or part of HBRC’s
activities. The outcome of such a review will be reported to the Audit and Risk
Committee.

For each risk identified, the Chief Executive will:

e Review the previous risk review and examine HBRC’s record on risk
assessment and control.

e Consider HBRC’s future risk profile and consider if current risk control
arrangements are being effectively implemented.

In making his decision the Chief Executive will consider the following aspects:

a. Control environment:

e HBRC'’s objectives and its financial and non-financial targets
Organisational structure and caliber of the senior management team
Culture, approach, and resources with respect to the management of risk
Delegation of authority
Reporting to Council
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On-going identification and evaluation of risks:

¢ Timely identification and assessment of risks

o Prioritisation of risks and the allocation of resources to address areas of
high exposure.

Information and communication:

e Quality and timeliness of information on risks

¢ Time it takes for control breakdowns to be recognised or new risks to be
identified.

Monitoring and corrective action:
¢ Ability of the organisation to learn from its experiences
¢ Commitment and speed with which corrective actions are implemented.
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Draft Risk Management Policy and Framework

TABLE 1

RISK MANAGEMENT FRAMEWORK

Responsible Group Decisions areas Frequency of review/reporting
Council (through Audit and Risk e Organisation risk profile Annually
Committee) e Top 10 residual risks Annually

e Top 10 controls Annually .

¢ Significant new or emerging risks As they arise

e Governance risks Annually

Chief Executive (together with Exec
Managers)

e Review and monitoring Organisational risks 6 monthly
including controls .
e New and emerging risks reporting to Council | As they arise

Group Managers (together with 3rd tier

¢ Review and monitoring of:

managers) - Risks associated with Group’s risks 6 monthly
including controls
- New and emerging risks within group As they arise
Staff e Effective management of operational risks Ongoing
through implementation of controls
o Reporting new or emerging risks as they As they arise
arise
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Likelihood Table
Name Full Description Value
Almost Occurrence of the event within this 10-yearly LTCCP may be credibly 99

Certain regarded as a ‘real possibility’ i.e. the probability of occurrence is greater than
non-occurrence. Documented and frequent incidents. Is likely to occur more
than once in this 10-year LTCCP period.

Likely Occurrence of the event within this 10-yearly LTCCP may be credibly 65

regarded as a ‘real possibility’ i.e. the probability of occurrence is similar to
non-occurrence. Documented and regular incidents. Is likely to occur once in
this 10-year LTCCP period.

Unlikely | Occurrence of the event within this 10-yearly LTCCP would be considered as 25

having some potential to occur — ie, a reasonable probability of occurrence
over time, but less than the probability of non- occurrence. Documented but
infrequent incidents. Has less than 50% chance of occurrence in this 10-year
LTCCP period.

Highly Whilst possible, occurrence of the event within this 10-yearly LTCCP would 12

Unlikely | pe regarded by most people as unlikely i.e. the probability of non-occurrence
is somewhat larger than occurrence. Documented but few incidents. Has
less than 10% chance of occurrence in this 10-year LTCCP period.

Rare It is not expected that the event would occur within this 10-yearly LTCCP. 3

Occurrence of the event would probably be regarded as unusual - (the
probability of occurrence is quite small). Has less than 1% chance of
occurrence in this 10 year LTCCP period.

Consequence Tables

Financial

Name Full Description

Level 1 Value of investment(s) decreases by 30%.Loss of cash flow/income or increase
in unplanned expenditure of $5m over
Note: Language to be appropriate for all sections of council

Level 2 Value of investment(s) decreases by 20%.Loss of cash flow/income or increase
in unplanned expenditure of $3m over

Level 3 Value of investment(s) decreases by 10%.Loss of cash flow/income or increase
in unplanned expenditure of $2m over

Level 4 Value of investment(s) decreases by 5%.Loss of cash flow/income or increase in
unplanned expenditure of $1m over

Level 5 Value of investment(s) decreases by 3%.Loss of cash flow/income or increase in
unplanned expenditure of $0.5m over

No No measurable financial impact

Financial

Impact
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Stakeholders/Reputation

Name

Full Description

Level 1

Extreme dissatisfaction and loss of confidence. Central government investigation
and/or statutory management installed. Regulatory action resulting in major
prosecution and conviction of council (eg - fine of >$100k).Note: ‘Stakeholder’
means clients, public, industry groups (such as forestry/agriculture), local
government bodies, lobby groups, or Iwi.

Level 2

Major loss of stakeholder confidence. Extensive stakeholder dissatisfaction
expressed through media resulting in a long period of negative coverage (>2
months). Widespread, unified, coordinated revolt by consent holders and/or
ratepayers against fees/conditions. Regulatory action resulting in moderate
prosecution and conviction of council (eg - $25-$100k)

Level 3

2-3 stakeholders sectors dissatisfaction expressed through media resulting in a
long period of negative coverage (>2 months). Central Government impose
statutory sanctions. Regulatory action resulting in prosecution but no conviction.

Level 4

Single stakeholder sector express dissatisfaction through media for up to one
month. Central Government — CEO MFE directed by Minister to make enquiries.
Individual(s) express dissatisfaction through media or directly.

Level 5

Individual(s) express dissatisfaction through media or directly. Individual(s) refuse
to pay fees/rates as a stand against council activities. No significant impact on
stakeholders or image

No Impact

No significant impact on stakeholders or image

Operational Capability

Name

Full Description

Level 1

Event results in management diversion from strategic objectives for a period of >
2 months. Delivery of LTCCP outcomes across work area significantly affected
for greater than six months. Critically detrimental effects on stakeholders. Long
term loss of capability (>2 months).Event results in management diversion from
strategic objectives for a period of <2 months.

Level 2

Event results in management diversion from strategic objectives for a period of <2
months. Delivery of LTCCP outcomes across work area significantly affected for
up to six months. Moderate detrimental effects on stakeholders. Event results in
loss of operational capability for up to 2 months. Event results in management
diversion from strategic objectives for a period of a few days.

Level 3

Event results in management diversion from strategic objectives for a period of a
few days. Delivery of LTCCP outcomes across work area significantly affected for
up to one month. Minor detrimental effects on stakeholders. Event affects limited
efficiency or effectiveness of service. Managed internally.

Level 4

Event affects limited efficiency or effectiveness of service. Managed internally.
Moderate staff morale problems resulting in some staff resignations but managed
through minor restructuring.

Level 5

Event causes minor disruption felt by limited small group of stakeholders. Minor
staff morale impact resulting in minor dissention but managed over a short period
of time.

No impact

No impact on operational capability
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Risk Table
©
Residual 8
Q\|
)
c
Detalls el of control ontrols Assumptions and Additiona Planned Actions g
Information !
; i e
17 Long term gravel eg. gravel build up over time resulting in loss of flood Annual river maintenance | %
supply/demand imbalance |conveyance contracts{Confidence:Improvement Required) { =
eg. shartfall of gravel to coastal processes 1
I ok % TR Asset design(Confidence:lmprovement Required) e T g B ) . | <
16 Loss of data and eg. event destroys significant engineering files Budgeting[Confidence:Improvement Required) !
o _linformation AT s SN s s S e e e i AR SRR
12 Liquid pindone is no longer | Liquid pindone is a critical rabbit control tool. It is Research and trial effective alternative rabbit control
available the only alternative to 1080 for wide scale rabbit measures?(Confidence:improvement Required)
A control. Y, R ; g 5T Mua s do oo ) X
9 Land Management staff Land management staff | Clear processes to manage risk (Confidence:Effective) | There is a consistant proress across
advice results in land user |disclosure of information leads to reduced farm value | Training and accreditation (Confidence:Effective) {HBRC
legal action through imisinformation leads to land owner financial loss :
L misinformaticn 5 e A s I S s 3% e o V3 TR R N T o |
1 Brodifacoum notavailable |Currently half million hectares of possum control Approved contractor status{Confidence:Improvement | Ifthis occurred, there would be {Fully documented approved j
relies on Brodifacoum to achieve its objectives. Required) financial impact, but more {contractor criteria to be developed }
A Y et significantly it could be considered and annual audit process to be 4‘
OiSoR hancling S atstoibution that a loss of the initial investment implemented. {
specifications(Confidence:Satisfactory) could occur over time e, $15m i
Standardised bait station !
I
B B o specifications(Confidence:lmprovement Required) B ) - ]
1
15 Engineering staff advice  |eg, substandard flood information provided resulting Auditing(Confidence:Effective) | i
results in Jegal action in pubilic loss Relationship management{Confidence:Effective) 1
through misinformation | eg. substandard advice acting as consultants |
S S eg. failure to identify issues s et spevs vt et . — R
l 14 ‘ Loss of Funding eg. redirection of funds to other council projects Asset management planning(Confidence:Effective)
| Budgeting(Confidence: Effective)
SIS S - s Monitoring(Confidence:Effective) W s
6 Infrastructure faillure at or |e.g stop bank design for a 19%AEP event fails Annual drainage maintenance National best practice guidelines
f__hoe.low design level contract{Confidence:Effective) being developed
{ Annual river maintenance
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contracts{Confidence:Effective)

Asset design(Confidence:Effective)

Asset management planning(Confidence:Effective)
1 Asset Register(Confidence:Effective)

| Auditing(Confidence:Effective)

' Budgeting(Confidence:Effective)

Condition and risk
assessments(Confidence:improvement Required)
Insurance({Confidence:Effective)

Maintenance programmes(Confidence:Effective)
Monitoring(Confidence: Effective)

Professionally performed design and peer review and
contract supervision{Confidence:Effective)
Relationship management{Confidence:Effective)

18

9 w9l

Serious Harm Incident

Land Services are exposed to a variety of hazards
from office level to those in the field. They range
from exposure to terrain, chemical, environmental,
animal hazards as well as working with equipment.
We are also exposed to working with potential
confrontational people.

~ [HSE policy /codes of practice(Confidence:Improvement

13

Contractors poor
performance

eg. contractor causing significant infrastructure
damage or personal injury or death during routine
operations

Resourcing

Infrastructure/Engineering requires a range of
competencies from design, modelling, project

required.

management, facilitation, and report writing. Senior |
level professional knowledge and experience is

| Annual drainage maintenance
contract(Confidence:Effective)

Annual river maintenance
contracts{Confidence:Effective)
Auditing(Confidence:Effective)

Relationship management{Confidence:Effective)

Budgeting(Confidence:Effective)

: Employ chartered professional engineers

| {Confidence:Effective)

: Human Resource review {Confidence:Effective)

_| Relationship management{Confidence:Effective)

Infrastructure failure in an
event exceeding design
level

Flood control and drainage assets are designed to a
specific capacity. This design level is generally to a
specific design event eg one with a 1% chance of
being exceeded in any one year - or commonly called
a 100 year return event. There is always the risk of
this design level being exceeded.

Annual drainage maintenance
contract{Confidence:Effective)

Annual river maintenance

i contracts(Confidence: Effective)

Asset design(Confidence:Effective)

Asset management planning(Confidence:Effective)
Asset Register(Confidence;Effective)
Auditing(Confidence:Effective)
Budgeting(Confidence:Effective)

| Monitoring{Confidence:Effective)

Relationship management(Confidence:Effective)
Scheme reviews (Confidence:Effective)
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Risk Table
O
2 Brodificoum is found in | A toxin that is used for HBRC wide scale possum Approved contractor status(Confidence: Effective) _.q_,)
food for human maintenance is highly residual and could potentially Poison handling and bait distribution specification -
Iconsumption occur in the agricultural food chain. _
standards(Confidence:Effective) e
10 Loss of domestic stock or  |HBRC pest contro) activities could result in accidental Control tools are set to best practice
pets due to HBRC control  |non target harm or death, standards(Confidence:Effective)
uperation '
_ . Relationship management{Confidence:Effective)
11 Lack of support from Pest control activities that rely on financial input | Auditing(Confidence:Effective)
landowners. to participate fro.m landowners is no l.o‘nger undertaken due to lack ‘ &1 Relationship management(Confidence: Effective)
in community led pest of interest/ perceived risk.. |
control. : ],LJ-A = —:-.‘;\fe; :.u' -
3 Plans and programmes do No Controls Entered
not achieve environmental
outcomes N - o N
e
4 Industry sectors unwilling Na Controls Entered (-
to collaborate with HBRC Q
Land Management team E
towards achieving HBRC %
_|goals . B fE
5 Significant biosecurity Na Controls Entered +
incident in HB e.g footand | <
mouth outhrealk B
i
|
_q
S
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O
. L) 0 0 AQQ O E
R R e R evel o O 0 » » 0 P ad A 0 )
=
eg. gravel build up over time resulting in
Long term gravel €8 P € Annual river maintenance
loss of flood conveyance ) .
17 supply/demand contracts(Confidence:Improvement Required)
. eg. shortfall of gravel to coastal . . .
imbalance Asset design(Confidence:Improvement Required)
processes
Loss of data and eg. event destroys significant High
16 . . . . Budgeting(Confidence:Improvement Required)
information engineering files
High
Liquid pindone is a critical rabbit control
Liquid pindone is no 9 p . Research and trial effective alternative rabbit control
12 longer available tool, It Is the only alternative %o 1080 for measures?(Confidence:Improvement Required)
& wide scale rabbit control. ' e 9 ™
b
o
Land management staff A |
Land Management staff | J g . . High Seepiabie There is a consistant process across E
) . disclosure of information leads to . , ,
advice results in land Clear processes to manage risk (Confidence:Effective) |HBRC c
9 ) reduced farm value L . ] .
user legal action . . Training and accreditation (Confidence:Effective) O
.. . misinformation leads to land owner (qv]
through misinformation |,. . —
financial loss z
cceptabl
High ficepiatie Approved contractor status(Confidence:Improvement . Fully documented
) If this occurred, there would be
s Required) ) . approved contractor
. Currently half million hectares of possum ) . . financial impact, but more o
Brodifacoum not , . . Poison handling & distribution N . . criteria to be
1 . control relies on Brodifacoum to achieve . . : . significantly it could be considered
available , L specifications(Confidence:Satisfactory) ey developed and
its objectives. ) , : that a loss of the initial investment .
Standardised bait station o annual audit process
- . ) could occur over time i.e. $15m .
specifications(Confidence:Improvement Required) to be implemented.
eg. substandard flood information High Acceptable
Engineering staff advice |provided resulting in public loss
& ) 6 ) P & . P ) Auditing(Confidence:Effective)
15 results in legal action eg. substandard advice acting as ) . ] _
. . Relationship management(Confidence:Effective)
through misinformation |consultants
eg. failure to identify issues
: ffi
L , High Eliecive Asset management planning(Confidence:Effective)
) eg. redirection of funds to other council i i .
14 Loss of Funding roiects Budgeting(Confidence:Effective)
proj Monitoring(Confidence:Effective)
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Asset Management Risk Report
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Infrastructure failure at
or below design level

e.g. stop bank design for a 1%AEP event
fails

Annual drainage maintenance
contract(Confidence:Effective)

Annual river maintenance
contracts(Confidence:Effective)

Asset design(Confidence:Effective)

Asset management planning(Confidence:Effective)
Asset Register(Confidence:Effective)
Auditing(Confidence:Effective)
Budgeting(Confidence:Effective)

Condition and risk
assessments(Confidence:Improvement Required)
Insurance(Confidence:Effective)

Maintenance programmes(Confidence:Effective)
Monitoring(Confidence:Effective)

Professionally performed design and peer review and
contract supervision(Confidence:Effective)
Relationship management({Confidence:Effective)

9 Waj|

18 Serious Harm Incident

Land Services are exposed to a variety of
hazards from office level to those in the
field. They range from exposure to
terrain, chemical, environmental, animal
hazards as well as working with
equipment. We are also exposed to
working with potential confrontational
people.

National best
practice guidelines
being developed

HSE policy/codes of
practice(Confidence:Improvement Required)

Contractors poor

13 performance

eg. contractor causing significant
infrastructure damage or personal injury
or death during routine operations

Annual drainage maintenance
contract(Confidence:Effective)
Annual river maintenance
contracts(Confidence:Effective)
Auditing(Confidence:Effective)

Relationship management(Confidence:Effective)

7 Resourcing

Infrastructure/Engineering requires a
range of competencies from design,
modelling, project management,
facilitation, and report writing. Senior
level professional knowledge and
experience is required.

Budgeting(Confidence:Effective)

Employ chartered professional engineers
(Confidence:Effective)

Human Resource review (Confidence:Effective)
Relationship management({Confidence:Effective)
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Infrastructure failure in
an event exceeding
design level

Flood control and drainage assets are
designed to a specific capacity. This
design level is generally to a specific
design event eg one with a 1% chance of
being exceeded in any one year - or
commonly called a 100 year return
event. There is always the risk of this
design level being exceeded.

Moderate |Effective

Annual drainage maintenance
contract(Confidence:Effective)

Annual river maintenance
contracts(Confidence:Effective)

Asset design(Confidence:Effective)

Asset management planning(Confidence:Effective)
Asset Register(Confidence:Effective)
Auditing(Confidence:Effective)
Budgeting(Confidence:Effective)
Monitoring(Confidence:Effective)

Relationship management(Confidence:Effective)
Scheme reviews (Confidence:Effective)

Brodificoum is found in
food for human
consumption

A toxin that is used for HBRC wide scale
possum maintenance is highly residual
and could potentially occur in the
agricultural food chain.

Moderate

Approved contractor status(Confidence:Effective)
Poison handling and bait distribution specification
standards(Confidence:Effective)

10

Loss of domestic stock
or pets due to HBRC
control operation

HBRC pest control activities could result
in accidental non target harm or death.

Moderate |Effective

Control tools are set to best practice
standards(Confidence:Effective)
Relationship management(Confidence:Effective)

11

Lack of support from
landowners to
participate in
community led pest
control.

Pest control activities that rely on
financial input from landowners is no
longer undertaken due to lack of
interest/ perceived risk..

Moderate |Acceptable

Auditing(Confidence:Effective)
Relationship management(Confidence:Effective)

Plans and programmes
do not achieve
environmental
outcomes

No Controls Entered

Industry sectors
unwilling to collaborate
with HBRC Land
Management team
towards achieving HBRC
goals

No Controls Entered

Significant biosecurity
incidentin HB e.g. foot
and mouth outbreak

No Controls Entered

ltem 6
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Attachment 4

O
Description Issues Details Level of control Controls Planned Actions Risk level E
Effective Appointment of a new position (debt collection officer) to oversee collection of outstanding  |Plan to review fraud |Moderate CD
Level of rates non-payment stays the ) ) . =
Rates same O gets Worse, rates.(Control owner:Group Manager Corporate Services Paul Drury (as risk owner), policy (last
Confidence:Effective, Reliance:Significant) undertaken 2007)
Effective Moderate
Annual reviews of budget and level of service with the community.(Control owner:Group
Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective, )
Council has statutory ability to collect unpaid rates on non Maori freehold land.(Control
owner:Group Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective, )
Finance staff receive regular updates on economic projections from external
Deterioration of the national and consultants.(Control owner:Group Manager Corporate Services Paul Drury (as risk owner),
global financial position increasing Confidence:Satisfactory, )
fiscal pressure on Council (through HBRIC Ltd reviewing dividend payments and balancing the ability to afford against Council's
External Financial non payment of rates and fees and needs.{Control owner:Group Manager Corporate Services Paul Drury (as risk owner),
2 Economic lower returns (interest) on cash Confidence:Effective, ) <t
Pressures investments and potentially lower Reserves available for short-term contingency.(Control owner:Group Manager Corporate -E
dividends). Reduced revenue could Services Paul Drury (as risk owner), Confidence:Improvement Required, ) Ieb)
impact on Council's ability to deliver Robust aged receivable collection process in place for sundry debtors.(Control owner:Group E
current agreed levels of service to the Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective, c
community. Reliance:Important) (&)
Sound budget processes in practice including use of BERL inflationary indicies.(Control _,CE
owner:Group Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective, ) 2
Strong focus on managing business as usual costs through monthly and quarterly variance
reporting.(Control owner:Group Manager Corporate Services Paul Drury (as risk owner),
Confidence:Effective, )
Effective - Internal accounting controls. Moderate
- Fraud policy.
Fraud Loss of Council funds due to fraud. - Insurance is in place.
- External and internal audit.(Control owner:Group Manager Corporate Services Paul Drury (as
risk owner), Confidence:Effective, Reliance:Significant)
Effective - Council approves annual Statement of Intent which sets out the main objectives and Moderate
performance measures for both HBRIC Ltd and Port of Napier Limited.
- Regular reporting from HBRIC Ltd to Council to ensure Council is aware of any potential
. . L issues that arise in HBRIC Ltd or Port of Napier Limited.
HBRIC Ltd Substantial deterioration in - Strategic Planning.
performance of HBRIC Ltd. . ) ) .
- Council has control over appointment of Directors for HBRIC Ltd and Port of Napier.
- Analysis of risk management frameworks for HBRIC Ltd and Port of Napier.{Control
owner:Group Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective,
Reliance:Important)
, . Effective Brokers engaged to ensure that levels of insurance cover are sufficient.(Control owner:Group
Council has adequate insurance cover . , .
Insurance in place. Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective,
Reliance:Significant)
Effective i
Breach of bank covenants and - Council governance procedures and management control.
. associated impact on financial - Policies.
Credit Risk ) . . ; ‘
reputation, lending of business (Control owner:Group Manager Corporate Services Paul Drury (as risk owner),
affected, potential loss of borrowing. Confidence:Effective, Reliance:Significant)
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Corporate Services Risk Report

—t
—~t+ -
cti - Focus on selection of staff qualified to do the job. [

g Difficulty in segregation of dutes due Effective Staff trainin 9 : ) MACErRSR
-5 to low number of finance staff and e €

Internal Controls . - . e - Audit of internal controls.
3 insufficiently trained and qualified . .

- Management oversight.(Control owner:Group Manager Corporate Services Paul Drury (as

D accounting resource
S ' risk owner), Confidence:Effective, Reliance:Important)
— |Effective - Communication with leaseholders which includes impending lease renewals at higher |Moderate
&~ Increasing rents affecting amounts.

Leasehold leaseholders ability to afford lease - Focus on collection of outstanding lease payments.

payments and the implication of this - Ability to recover outstanding lease amounts through legal action.
Propert Y P € gh ‘ee
perty defaulting on ACC payments and - Policies and procedures in place to ensure reporting deadlines are achieved.(Control
reporting. owner:Group Manager Corporate Services Paul Drury (as risk owner), Confidence:Effective,
Reliance:Critical)

—
3
(@)]
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HAWKE'’S BAY REGIONAL COUNCIL
FINANCE AUDIT & RISK SUB-COMMITTEE

Wednesday 03 June 2015

Subject: EXTERNAL AUDIT

Reason for Report

1.

To cover the draft arrangements letter for the external audit to be carried out by Audit
NZ on Council’s financial statements for the year ending 30 June 2015.

2. Included in this sub-committee’s delegated terms of Reference is the responsibility to
confirm the terms of appointment and engagement of external auditors, including the
nature and scope of the audit, timetable and fees.

Background

3. Section 99 of the Local Government Act 2002 refers to the Auditor General being

responsible to provide an audit report on Council's Annual Reports. The Auditor
General has appointed Audit NZ to carry out this audit. Stephen Lucy is the current
Audit Director of Audit NZ who is responsible for this audit. Stephen will be presenting
the “draft arrangements letter” covering the audit for the financial year to 30 June 2015
to Councillors at this meeting, and will also cover off the future relationship between
Audit NZ and this subcommittee. Please refer to Attachment 1 for a copy of the draft
arrangements letter.

Decision Making Process

4.

The Audit of Council's financial statements is a requirement under the Local
Government Act 2002.

Recommendations

1.

That the Finance, Audit and Risk Sub-committee approves the draft arrangements letter
for the Audit NZ audit of Council’s financial statements for year ending 30 June 2015.

Paul Drury
GROUP MANAGER CORPORATE
SERVICES

Attachment/s

1

Proposed Audit Arrangements

ITEM 7 EXTERNAL AUDIT PAGE 39

Item 7






Proposed Audit Arrangements

Attachment 1

[Draft - 25 May 2015]

Fenton Wilson

Chairperson

Hawke's Bay Regional Council
Private Bag 6004

MNapier 4142

Dear Fentan

Audit for the year ending 30 June 2015

| am writing to outline our arrangements for the audit of
the year ending 30 June 201 5. This letrer has twe maia
and details of the audit.

. Regional Council far
ctions — an ugreenwlfdc be signed,

Agreement to be signed

On the next page is an agreement that yiguneed ta sign. Yo gnature confirms that the
details of the audit match your understanding: :f the, nrrungeméﬁﬂ for this year's audit. Please
sign and return ane copy of the agreement:fthe other copy.is for '_.ﬁi!jur records).

Details of the audit

. business risks ,f' mw
well as the group -

Please take the time -@ﬁﬂ fhis document thoroughly before returning the signed agreement.
If there are nddman@mmrs that should be included, or any matters requiring clarification,
please contact me.

Yaours sincerely

Stephen Lucy
Director

HLRC peci Drroagsmars T01E
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Attachment 1 Proposed Audit Arrangements

T 1UBWIYoeNY

Agreement to be signed

| acknowledge thot the details of the oudit set auf here are in keeping with my understonding of
the arrangements far the audit.

e
AR

Signed

Fenton Wilson

Chairman y B

4 Y

_
= B
@

g
\l :':.‘:.':f::t-.\.gi
%::
g
W
E
HYRC coackli smmgemaantn 2015 2
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Proposed Audit Arrangements

Attachment 1

Details of the audit

Introduction

This decument sets out the arrangements for the audit of the Hawke's Bay Regional
Council {the Regional Council) for the year ending 30 June 2015. These include:

. business risks/issues and our audit response [both for the Regional Council

itself as well as the grouvp —

including HBRIC and the Part of Napier);

. our areas of interest for all lacal Autherities;
. first financial statements prepared using the new PBE siccounting standards;
cirgd

logistics (such as cur audit team, timing, und‘:iiges}.

Regional Council. Many of these risks and issue
+hey nFFecr our ability h:r farm mcpmlcn on your

_Efs and issues Fm:mg 'rhe
elevant to the audit becouse

| Our audit response

as at 3¢ @miﬁl 4). It is HER‘IC s intention
to sell the fecsibility assets of the RWSS 1o
a Limited Partnership on financial close ot
their beok value.

We note that Council has set four Conditions
Precedent:

s tha EFA granting satisfactory resource
consent conditions for RW35
infrastructure and operaticns, which in
turn are recommended as being
workable by all investors;

* agreements to purchase o minimum of
40 millien cublc metres of water per
annum and that the Ruotaniwha Water

We will review the progress of the RWSS
project and any decisions that are made in
relation te this that will impact en the Ceuncll
and Group.

We will review HBRIC's accounting treatment
of the development expenditure incurred
during the perisd. In particular:

¢ whether the amount of the intangible
asset is Tairly stoted and its recognition as
an intangible asset complies with
generally occepted occounting proctice;
and

¢ HBRIC's assessment as to whether any
impairment needs to be made faor the
EWSS development expenditure,

We will also review Councll’s accounting

treatment of its advance to HBRIC including
any impairment ossessment.

HAIRC skl | oesnmgemeni 30715
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L W3]

Attachment 1

Proposed Audit Arrangements

Your business issuves

Owr avdit response

Limited Partmership has committed te
supply a minimum of 40 millisn cubie
metres per annum;

¢ securing the funding required to build
and sperate the RWSS Infrastructure;
and

s ohtaining a bankable construction
contract which adequately oddresses
construction risk allocation through a
fixed-time, fixed-cost arrangement.

Investment in the Port of Mapier

We understand that o valuation of the Port
of Mapier is being undertaken this year.

The Regional Coundil will need to review the
valuation fer any impairment indicators of
the Regional Council’s investment in HERIC in
accardance with the relevant aecounting

standard, NZ IPSAS 26 Impairment of cash <

generating ossets,

We will revlq;g!%' Regional Council's
ﬁssassrnahtaq; whether the valuation af the

Pert has iﬁm‘flfle&ﬂ:’; indicatars that the
REQIQﬁﬂJ} Coundil's |rﬁ!§

Investment Properties

Investment Properties need to be favalued
annually I:bmh the Reglonal Coun-crE m}&jﬁ&

ifew the valuations and the
resulting adéginting transactions to ensure

| thatthey are ‘sampliant with GAAP. The

tﬂlfﬁ?&ﬂ&\l‘h& Part will underteke similear

o

The Port of Nﬂﬂi 1) 2
te manage the 'ﬁ#ﬁm:r rat
debt facility.

The menl

| The ouditors of the Porf will assess the

effectiveness of the hedging designations
and the completeness of all hedging
decumentation.

They will review the occounting in the

well as discosures.

hedging reserve and the income statement as

last year

2014 as a part of an impairment review
ef the Breakwater.

# The Fort needs to correctly disclose the
compensatien paid to all key
management persennel. Last year, the
Port's disclosure only consisted of
compensation paid to the Chief
Executive and the Board of Directors.

W will ligise with the auditors of the Port to
find out what progress has been made in
oddressing these recommendations.

HYRC crackii mesrmgemaain 20015
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Proposed Audit Arrangements Attachment 1

Your business issues Our avdit response

Adjustments to ensure the Port of Napier and HBRIC results are correctly incorporated
into the Regional Council's group results

The Reglonal Coundl and group are public | We will review management's assessment of
benefit entities as their primary objective is | any public benefit for-profit adjustments that
te provide geods or serviees for community | need to be made when preparing the group

ar social benefit rather than te provide o financial statements.

financial return to equity helders. For example, the Port of Napler copitalises
On the other hand, HERIC and the Port of bhorrowing costs in respect of “qualifying
Mapier are for- prcrfif entities as their assets” whereas the Regional Coundl
primary objective is to previde a finencial expenses all borrowing costs. This i3

return to equity halders. appropriate fer both entities but does mean
Different accounting standards apply to that an qdwsrmea&: for these capitalised
public benefit entities and for-profit entities. | Dorrowing costs needs to be made in the

group finaridia

Therefore, when preparing the greup
financial statements, consideration needs fo
be given to any dccounting adjustments that
nead to be made to adjust the HERIC and
Fort of Mopier results so that they are
appropriately included in the group results.

Lease receivables agreement with ACC

In Decamber 2013 the Regional Counell
entered info an agreement with A%Qin:
the rights to annual rental Income ra
on a portion of the investment prop
portfolio.

lew the aceounting treatment of

the leme':qﬁriggment transactions to ensure

they aréggampliant with GAAP.

g‘f&gﬁdln 2014 we will also perform an

JeigresdUpon procedures engagement to

“report to ACC under clause 19.1(g) of the
Agreement for the year ended 30 June
2015.

sell
e

The agreement also.j
the proceeds frosg
sales.

We will make arrangements with Council so
we can issue our report to the frustees within
30 days of signing the annual report.

oW Up on progress made by the Regional Ceuncil in its response to
our pré‘di@; agmﬁendahms

Please heII us ebout any additenal matters that we should be aware of as your
auditer, and any specific significant business risks that we have not coverad.

HAIRC skl | oesnmgemeni 30715 5
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Attachment 1

Proposed Audit Arrangements

3.1

Our areas of interest for all local authorities

As part of our audit planning we have identified two areas of foous across the
2014715 audits of all local authority clients. These are detailed balow.

There are alse other areas of audit interest that are part of our audit of the Regional
Council which we monitor os part of our responsibility to consider the brooder risks
affecting local auvtharities.

Matters of particular interest for 2014/15

In May 2014, the Auditor Geneml published a report Reﬂecﬁcns fram our c:udr'fs".—

. Locking after natural resources

. Putting ideas and plons into action.

Asset management

Asset management is o core part of the Regienal Council's business and critical te the
prudent and sustainable use of public funds. We have recently reviewed and
commented on the Regional Council's infrastructure strafegy and asset management
practices during our audit of the Long Term Plan Consultation Document, We will
follew up on progress made addressing issues raised.

HYRC crackii mesrmgemaain 20015 é‘
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Proposed Audit Arrangements Attachment 1

We alsa plan to update our understanding of how Council menitors its actual asset
expenditure against the planned expenditure. Key questions that Council should
consider include:

. What is the plan to close knowledge gaps about the condition and
performance of significaont assets?

. Is there o transparent and predent approach to decisions to defer
maintenance and renewals expenditure?

. Does Council monitor and assess the implications of unplanned asset
expenditure and does this process ensure the ongoing sustainability of
Council's assets for future generations?

. Is appropriate information about asset conditi
unplanned or deferred maintenance; und..-"n»r I
charged with governance? N

gset performance;
wels reported to those

3.2 Other areas of interest
As well as the risks and issues noted above,” riumber of other areas of
audit focus common to the local authorities secta r to Appendix 1 for details.
4 First financial statements mNred uslng theé new public benefit entity
accounting standards -
mensurerrﬁﬁi presenﬂ:lrlon, or disclosure effect on the Council cmd group's
financial ﬁqﬁemems,
. prepare an oepening statement of financial positien and restate comparatives
(including disclosures) to comply with the new standards;
. determine any required system changes ta comply with the new standeards;
and
. consider group reporting implications that could arise from accounting policy
differences between the PBE group and its far-profit subsidiaries.
HAIRC skl | oesnmgemeni 30715 ?’
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Attachment 1

Proposed Audit Arrangements

5.1

5.2

5.3

We plan to audit the vpdated accounting policies, opening statement of financial
position, and restated comparatives during the final avdit visit. It is important that the
abaove work is completed in advance of our review.

We will be progressively updating ocur model financial statements and publishing a
table of key differences in the new PBE standards. These publications will be
available on our website,

We expect the Council to have adequately prepared for the adoption of the new
standards. If the audit takes more time than planned because your entity has not been
prepared te apply the new standards, we will leck to recover additional fees,

Logistics

Our audit team
The Audit MNew Zealand staff invelved in the auditare:

Stephen Lucy
Clarence Susan
Ficna Elkington
Amy Soper
Brian Breen
Jason Biggins

Important dates in the audit pr

Our proposed timetakle. |
Date

20 April 20015

10 August 2015

17 August 2015

31 August 2015

7 September 2015
14 September 2015
Ta be confirmed

Ta be confirmed
epe To be confirmed
Dmfffﬁﬁﬁl deimlaﬂmunugemenf report issued Ta be confirmed

Our inl-ar"fﬁgg_g“i’:lii visit

We carried out the interim audit during April 201 5. During this visit, we focused on
updating our understanding of the Council's internal contral. This included reviewing
the control envirenment, risk assessment processes and relevant aspects of infoermation
systems contrals. We will use the results of this assessment to determine haw much we
can rely on the information produced from your systems during our final audit.

! Finorcial siatements (induding reies 1o the linencdal statemeants) with acieel year-end fligures,
* Finorcial stataments incorporating all the amendments ogreed 1o batween the Caundl ond Audst Maw Zeaolond,
" Anmoal repart, inthuding any Chair's and Chisf Execnive’s awerview ar reparts,

HYRC crackii mesrmgemaain 20015 E
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Attachment 1

5.5

HAIRC skl | oesnmgemeni 30715

Qur final audit visit

Quwr final audit is scheduled to start on 17 Auvgust 2015 and is expected to last two
weeks onsite. During this visit we will be auditing the balances, disclosures, and other
information included in your financial statements,

Professional fees

Qur audit fee estimate for the year ending 30 June 2015 is $96,800 plus
disbursements (GST exclusive). This is as agreed in the Audit Proposal Letter dated 20
June 2014.

The fee is an esfimate and assumes that the expectations dlwd in section &.2 will
be met. If this does not occur, ar the scope of the audit chqhﬁ"” we will discuss this
further with you.

We will bill $35,000 in April and August with

aldnce in September.

To ensure we can complete the audit within th
and agreed fee, it is critical that you make:

appropriate hwal of management. We will ask for each misstatement to be corrected
in the Regional Council's financial statements,

Where management does not wish to correct o misstatement we will seek writien
representations from Council [as the governing bedy) in the wsual year end
representation letter that specify the reasons why the corrections will not be made.
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Attachment 1

Proposed Audit Arrangements

6.2 Our expectations of you to enable an efficient audit

Ta enable us to carry out our audit efficiently within the proposed audit fee, we

expect that:

. the Council will provide us with access to all relevant records and provide
infarmation in a timely manner;

. your staff will provide an appropriate level of assistance;

. the financial statements will be available at the start of the final audit,
include all relevant disclosures, and be fully supported by a detailed
workpaper file; and

. the annual report and financial statements {m [ ingthe stmement c:f service
performance) will be subjected ta I:Ipproprlqtf i }
before submission for audit. N

6.3
ments of 1 iqnlﬂcunt‘l ﬁmlunnn In addition, we will remain alert for
gﬂy ; instances of m_compﬁpn;a that come to cur attention. We will evaluate the
fevunce of any tuch non-compliance to our oudit.
HYRE caackli snmg emanin 2015 'I ﬂ
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Appendix 1: Areas of interest for all Local Authorities

Az well as the risks and issues noted above, there are also a number of other concermns commaon
ta the local government sector. The table belew cutlines cur areas of interest for this year's
avudit. The left column describes each matter and the reasens for our interest. The right column
describes how we plan to oddress each matter during the audit.

Areas of interest

QOur audit respense

Avdit Committees

An effective Audit Committee can hove a pesitive
impact on the identification and management of
risk and previde valuable suppeort to an entity and
the Governing Body,

Sood proctice guidance includes:

*  the Auditor-General’s Avudit commiffees in the
public sector; and

&  the LGMZI's Llocal Government Auclit & Risk
Monogement,

Audit coammittees have a valuable mnrrlburlqﬁ
make in improving the governonce, and o the
performance and accountability, of public entiﬁﬁ
They can play an important role in examining a
organisation’s policies, processes, systems, and
controls. An effective audit ca E,shnws that
an organisation is commi d
openness cnd mnﬁnunus' i

As part of that g
been publish e

Commw}:gqég

As part of undersrurrd!ng Council's overall control
environment we wil ﬁg!‘!slder the impact the Audit
Cﬂmmmea h-::sga i 3 Trnl environment

Conflicts of interest argafiarea of concern from
two perspectives; probity and the potential for a
conflict of interest that is not well monaged to
create significant legal and reputation risks.
Guidance for entities in this area includes the

OAG's publications:

*  Maonoging conflicts of interest: guidance for
public entities, explains how o understand
conflicts of interest in the public sectar, and
hew to identify, disclose, and manage them. It
also considers both the legal and ethical
dimensions of conflicts of interest.

While it is primarily the respansibility of the
Council to identify and manage conflicts of
interest, in the course of our vsual audit wark we
will remain alert for conflicts of interest.

If we identify particular risks related to the
management of conflicts of interest, we may carry
aut further wark te review the Council's systems
and processes,

HAIRC skl | oesnmgemeni 30715
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Areas of interest

Our audit response

o  Guidonce for members of locol authorities
abouf the locol outhorities (Members' Inferests)
Act 1968, provides more specific guidance
for Councillors.

The Local Authorities (Members' Interests) Act

1948 controls the making of contracts between

Couneillars and the Council and prohibits

Councillors from participating In Councll marters in

which they have o pecuniary interest.

Elected members = remuneration and allowance

The Local Government Act gives the Remuneration
Authority responsibiliry for setting the
remuneration of local government elected
members. The Authority also has the role of
appreving o Lecal Autherity's palicy on
allowances and expenses,

Council’s annuval report must disclose the total
remuneration received by or payable to each
member of the local authority in the reperting
period.? A local autharity must diselose
remuneration paid or payable te eadh memlﬁﬁ?
from both the local autherity and any Ceouncil %
organisation of the lacal authority.

We will assess the Caine [‘ﬁ compliance with the
requirement to dﬂiﬁ%i& the remuneration of each
member of ﬂﬁ_‘ltﬁ:ﬁl uﬁiﬁmy in the annual report
against H'i_%__tfleirunf Lﬂﬁ;_ﬁ’qvemmenf Elected

Possible LTP amendments

they arise.

works, changes to key W?ﬁﬂem; and the process
of change mare generally = whether that is
change to service delivery, or change to the way
the entity works.

We will review the Council’s approach to project
management and consider whether an adeguate
contral framewerk is In place and sperating
effectively.

© Schadule 10, dlavis 18, Lacal Gevermment Act 2002
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Areas of inferest

Our avdil response

Funding arrangements and procurement

The Auditor-General continues to have an interest
in the appropriate management of funding
arrangements and procurement throughaut the
public sectar,

Good practice guidance includes:

e  OAG's Public secfor pu.rrc.'rnses, grants, arnd
gifts: Managing funding arrangements with
external parties

s  OAG's Procurement guidonce for public entities

o  Government Rules of Sourcing [including the
five principles of government precurement)
issved by the Ministry of Business, Innovation
and Empleyment.

We recommend that Ceuncil’s policies and

precedures for funding arrangements and

precurement be compared to the good guidance
provided in these publications.

We will follow vp on whether the Council has
updated its pelicies and guidance in line with
good proctics.

We may also review whether procurement
practices reflect Coundil policy and good practice.

Contract management

Contract management is an impartant component
of procurement. Contract management includes
The etfective munugemerﬂ and menitoring of ¢

Contract renewals pl’D‘-‘lde-E‘ﬁﬂQ
Regicnal Ccu.mal to refrash mn‘ibg

We will dismss“ihu'gunwuﬂ management process
‘Fﬁﬁ%ggjn{&ul Cwnﬂ'ﬁ‘hs and consider whether
There_ ?Enppgﬁgpte maonagement. Where we

ent particufar risks related to controct
mgnagement we may carry out additional work to
ﬁvlaw the Regional Councll's policies, procedures
approach to contract management in practics.

Where the Council h 5@;& ntified risks, or has
not put in place specific processes for managing
these risks, the erganisatisn remains exposed 1o
the full impact of the particular risk.

‘W will ascertain whether the Council has, or is
implemeanting a formal argonisation-wide
approach to risk management.

We will parfarm a high level review of the broad
appreach taken and the processes in place.

HAIRC skl | oesnmgemeni 30715
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Areas of interest Our audit response

Rates

Rates are the Regional Council's primary funding For 2015, we will again consider the Regional
soures. Couneil's eamplianes with aspects of the LGRA that
Compliance with the Local Government (Rating) materially impact on the financial statements.

Act 2002 [LGRA) in rates setting and collection is Principally this means a focus on the rates setting

critical te ensure that rates are validly set and not | Process = the consistency and completeness of the
at risk of challenge. resclution and the Funding Impoct Statement {FIS),

The Regienal Council should ensure it has
appropriate processes in place, induding seeking
legal adviee where appropriate, ta ensure
complionce of its rates and rating processes with
legislatian.

and reviewing o sample of differentially set

and /or targeted rates to assess whether the
matters and foctors used are consistent with the
LGRA. We will also fgaﬂuwup any issues identified
from our review qg g'g.fﬁ-s in 2014,

We stress that, j' G
legislation is r:omplefe
expr!sslpﬁfmr audit opin

of complionce with
the purposes of
is not, and shuuld

Property, plant and egquipment

i

The Regional Council periadically revalues its:
= Land and buildings
*  Hydrolagical Equipment

¢ Infrastructure assets.

requires that vuluuhum are’
sufficient regularity to ensure |

asset clmggplhuf it is not pruppmg to revalue. It
is im pnﬂuﬁ’i‘vﬂﬁi yau make fhumfsesﬁmenf at an

ssessment of whether there Is any srgmﬂmm
&Herem:e between the carrying amount and fair

of its:

#" Land and buildings

Hydralogical Equipment
Infrastructure assets.
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Areas of inferest Our avdil response

Property, plant and equipment — impairment assessment

PBE IPSAS 21, Impairment of Non-Cash-Generating | We will review the Coundil's assessment of
Assefs, and PBE IPSAS 26 Impairment of Cash- whether there are any indicators of impairment,
Generafing Assefs respectively require that an and the resulting occounting treatment if

entity assess, at the end of each reporting pericd, | aopplicoble.

whether there is any indicotion that an asset
{including intangible assets) moy be impoired. H
any such indication exists, the entity shall estimate
the recoverable amount of the asset. The standard
alse provides guidance on some indicators that an
asset moy be impaired.

We expect the Coundl to have completed an
impairment assessment to determine whether any
assets will need to be impaired. This ossessment
needs to be made at an early stage, to avoid the
risk of this becoming a significant issue at a late

stage in the audit.

Perfarmance measure rules

with Council haw it i planning to
& necessary to capture this

In Movember 2013 the Department of Internal
Affalrs [DIA) announced the Nan-financial 5 establish the'y
Performance Measures Rules 2013 (the Rules information.
Rules came Inte foree under s2418 of the LGA
2002, and mendaoted o total of 19 measures
ocross water supply, wusfewmer

'EI‘DI mwater

We will check that all the diselosures required by
schedule 10 of the Local Government Act and the
Leeal Government (Financial Reperting and
Prudence) Regulations 2014 have been
appropriately included in the Coundl's annual
report.

HAIRC skl | oesnmgemeni 30715 'I 5
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HAWKE’S BAY REGIONAL COUNCIL
FINANCE AUDIT & RISK SUB-COMMITTEE
Wednesday 03 June 2015
Subject: WORK PROGRAMME GOING FORWARD

Reason for Report

1. In order to ensure the sub-committee’s ability to effectively and efficiently fulfill its role
and responsibilities, an overall suggested work programme for the remainder of 2015 is
provided following.

22 September meeting Presentation of the Quantate model showing major risks to
Council and action proposed to be taken to mitigate against
those risks

Insurance programme (presentation by Council’s insurance brokers —
Jardine, Lloyd Thompson)

Health & Safety — new legislative requirements and members’
accountability/liability — presentation by Worksafe

11 November meeting NZ Audit report on HBRC 2014-15 Annual Report
Follow-up on Health & Safety

Operational review of a selected Council activity, i.e. budget vs
actual and performance measures for selected activity — in line with
Committee’s objective to undertake systematic reviews of Council
operational activities

Decision Making Process

2. As this report is for information only and no decision is to be made, the decision making
provisions of the Local Government Act 2002 do not apply.

Recommendation

1. That the Finance, Audit and Risk Sub-committee receives the “Work Programme
Going Forward” report.

Paul Drury
GROUP MANAGER CORPORATE
SERVICES

Attachment/s

There are no attachments for this report.
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HAWKE’S BAY REGIONAL COUNCIL

FINANCE AUDIT & RISK SUB-COMMITTEE

Wednesday 03 June 2015

Subject: INTERNAL AUDIT

That Council excludes the public from this section of the meeting, being Agenda Item 9
Internal Audit with the general subject of the item to be considered while the public is
excluded; the reasons for passing the resolution and the specific grounds under Section 48
(1) of the Local Government Official Information and Meetings Act 1987 for the passing of

this resolution being as follows:

GENERAL SUBJECT OF THE REASON FOR PASSING THIS RESOLUTION
ITEM TO BE CONSIDERED
Internal Audit 7(2)()) That the public conduct of this

agenda item would be likely to result in the
disclosure of information where the
withholding of the information is necessary
to enable the local authority holding the
information to carry out, without prejudice
or disadvantage, negotiations (including
commercial and industrial negotiations).

GROUNDS UNDER SECTION 48(1) FOR
THE PASSING OF THE RESOLUTION

The Council is specified, in the First
Schedule to this Act, as a body to
which the Act applies.

Paul Drury Liz Lambert
GROUP MANAGER CORPORATE CHIEF EXECUTIVE
SERVICES
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