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Recap on the work to date

What we are doing

Work commenced in June 2023 to reset how Hawke’s Bay Regional Council (HBRC) considers and manages
risk. The purpose of this work has been to improve the relevance, quality and use of risk information, to
better align with the needs of the Executive Leadership Team (ELT) and Council for decision-making.

The essence of this approach is:

s 1 To define risk’ in terms of uncertainty (i.e. both the good — opportunities/things that could go
right/upside — as well as the bad — threats/things that could go wrong).

b To take a top down approach, identifying major areas of uncertainty/risk explicitly linked to HBRC’s
purpose for being, mandate, strategic priorities and commitments (i.e. what matters to you).

3.  Toenable a consistent shared understanding of HBRC's risk profile, expressed in terms of purpose,
success and uncertainty, through a one page HBRC Enterprise Dashboard.

4.  Foreach risk (i.e. area of success and uncertainty) to be risk rated to reflect the relative level of
confidence or concern, as determined by the collective view of ELT and councillors.

S5 For each risk (i.e. area of success and uncertainty) as reflected on the HBRC Enterprise Dashboard, to be
supported by a One Page Management Plan, that provides an effective way to understand this risk,
showing what could cause this risk to eventuate, why this matters, how it is managed, monitored and
future plans and actions associated with this area.

6. For explicit accountabilities assigned across ELT for each of these areas of risk. This is to ensure that the
understanding and description of this risk and how it is managed, is directly linked to ELT discussion and
decision making.

(Note: for simplicity, the common usage of the word risk’ should be read to mean ‘uncertainty’ - i.e. the risks that matter the most are
the major areas of uncertainty that presents a threat or opportunity to HBRC that impacts HBRC's ability be successful and deliver on
its purpose and commitments made).

Why we are doing this

Like many organisations, experience had been that traditional approaches to risk
management do not work well in practice. Problems typically experienced are:

a disconnect between day-to-day management and decision-making, and risk
management

risk registers that grow over time, often with stale outdated information and
which don’t well differentiate between a risk, grouping of similar risks, or sub-
risk of a wider risk

risk registers that often have similar risks expressed in different ways such that
it difficult to see the wood for the trees

risk scoring based on the subjective view of a single individual (the risk owner)
and with often inadequate information to enable reliable determination of
likelihood and impact

risk reporting that tends to be compliance orientated, typically once a quarter

An overall negative, jargon-heavy and compliance orientated feel to risk
management that lacks staff engagement

Why this matters

Risk management only makes a difference if it results in relevant, quality and timely
information that influences decision-making, resource allocation and action.

Quarterly reporting of a ‘top 10’ (or similar) risk report for ‘noting’ by the executive
and governance bodies does not achieve this.

Item 4
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Rather, the intention is for an embedded approach that directly brings a good
understanding of risk/uncertainty to management and Council decision-making.
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Summary of current state

Status of the wide implementation process

The foundation of the reset risk management approach is in place. This includes the work outlined in the
summary on the right.

There has been good engagement from across the business. Workshops have been held with a wide range
of senior managers across HBRC to develop One Page Management Plans for each of the specific areas of
described within the HBRC Enterprise Dashboard. Initial management plans have been documented and
are in place for every area described within the HBRC Enterprise Dashboard.

Work to date has highlighted a general need to better describe the major management processes and
controls in place that address these areas of success and uncertainty. Additionally, specific
measures/metrics to enable the current state of performance to be determined are not always clearly
defined. This isimportant to enable ongoing monitoring of effectiveness of how these areas are managed,
and to align risk reporting with wider organisational performance reporting.

The next steps and immediate focus from now includes: 1) confirming accountabilities for each area across
the ELT; 2) increasing visibility of this work through communication and awareness raising with staff
(particularly tier three managers); 3) formalising the monthly sentiment survey; 4) implementing a process
for monthly update/confirmation of the one page management plans; 5) integration with ELT discussion
and organisational performance reporting; and 6) aligning future business planning and risk approaches
through clear linkage of HBRC purpose, commitments, definition of ‘success’, consideration of
risk/uncertainty and transparency as to how this is managed and future initiatives that come from this.

Additionally key internal controls identified as part of this process will be captured within an enterprise
control library and used to establish a focused programme of controls assurance.

Risk profile
ted - : Some confidence
E buto :?m (Le yellow: can live with
hen. tos nfortable this but would ke to do
tolive with this) more)
39 65
26 209 (20%) (30%)

Key work completed to date

Engagement with ELT

Initial discussion with the ELT in response to an identified need to take a different approach to risk and in
response to the need to align expectations between management and the Council as to the nature of risk
information provided

Prototype and proof of concept
Development of a one page risk profile, with example supporting one page management plans, and
workshop with ELT

ELT risk sentiment surveys

Establishment of regular risk sentiment surveys of the ELT, with results provided to ELT to enable 1)
engagement and buy-in to the risk approach and 2) discussion and common agreements as to how the risk
profile might be expressed and their collective views as to where HBRC currently stands with respect to
this.

Initial survey of Councillors

Survey to seek the view of councillors as to:

- What success looks like in the short term (1-3 years) and long term (10 years)
- Top threats for HBRC relating to this view of success

- Top opportunities associated with this

Workshop with the full Council

Face to face engagement with councillors to outline the core concepts and approach underpinning this
approach to risk. This included:

- presenting back a combined view of success, opportunity and threat, as seen by coundillors

- Introducing the concept of the dashboard as the risk profile

Implementation of approach
Rollout of this risk approach with workshops across the organisation and development of one page
management plans.

Risk and Assurance Sub-Committee engagement
Presentation and discussion with the committee of core concepts, example deliverables, and with
refinement of the risk profile (dashboard) and articulation of success and uncertainty statements.

o
>
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Risk profile and risk management plans

A simple one page visual representation of HBRC's risk profile. Expressed in terms of

- Purpose: what do we care about the most?

- Success: what does success look like?

- Uncertainty: what are the major areas of uncertainty we need to manage effectively to be successful?

The statements on this dashboard (success and uncertainty related to success) represents the major things that matter for
HBRC.

Regular Sentiment Surveys provides a way to represent the collective views of ELT and Council so as to enable focus on
areas of collective concern, areas where there are differences of views across ELT/Council, and areas where the risk profile
is changing.

One Page Management Plans (i.e. risk management plans)

Each statement is supported by a one page management plan that provides transparency as to:
- What this area of risk (success or uncertainty) is

- Why this matters (the consequences to HBRC expressed in terms of opportunity or threat)
- What contributes to this (things that might cause this risk to eventuate)

- How this is managed (through management practices and control)

- How this is monitored (and reflecting within regular management reporting)

- Based on the above, what might need to be done differently.

During workshops, areas of higher concern (amber or red) were identified and initial response plans developed.

Item 4 Risk Maturity Refresh

Page 5

Item 4

Attachment 1



Feburary 2024 Risk update

Attachment 1

Risk profile and key themes emerging

Risk profile

The HBRC Enterprise Dashboard (page 9) has been
developed with input from ELT and Council and sets out 26
specific statements that describe, in broad terms, the
critical areas that must be managed effectively for HBRC to
successfully deliver to its purpose and maintain the trust
and confidence of the community it serves.

Risk ratings

A confidence/concern rating aggregates the view of ELT
and Council and provides a simple visual heatmap risk
rating (see page 17 for the rating scale and page 9 for the
current risk rating by area).

Risk plans

Each of these 26 statements (essentially areas of risk, as
defined in terms of success and uncertainty related to
HBRC operations) are supported by management plans
that describes these areas of risk in further detail (causes,
consequences, controls and intended responses to
strengthen management controls).

These plans have been developed through workshops with
those accountable for each area. On average 9 specific
causes (essentially sub-risks) has been identified for each
area and these have been risk rated by these teams in
terms of their relative level of confidence or concern in the
potential for this area to impact HBRC and the extent to
which these areas are effectively managed.

This provides a ‘bottom up’ mechanism to determine areas
of emerging risk/concern, that can be compared with the
‘top down’ perspective of ELT and the Council.

Alignment between the view of douncillors and ELT

Comparing the perspective on risks as reflected in the confidence/concern ratings of ELT (page 8) and Council (page 10) shows that the general mood of Council
is more pessimistic than ELT and amber overall (uncomfortable to live with this and we need to do something different).

The intention of the one page management plans is threefold:

1

3.

Provide a clear definition of the most important things that matter to HBRC, and an agreed way for ELT and douncillors to define those things that must be
managed effectively.

Provide transparency as to what these areas mean, why this is important, what contributes to this that must be effectively managed, and how this is
managed

Provide a way to measure and monitor these areas and identify areas of emerging risk or concern

It would be useful to explore the factors contributing to this relative difference in view.

Alignment between the view of ELT and those accountable for each area

Comparing confidence/concern ratings between ELT and workshop participants shows:

A more optimistic view from ELT than line management and workshop participants. This may be due to ELT having a broader perspective and considering
each areain the context of HBRC's overall operations. In some cases this may also be due to those accountable for managing the area having specific
information or concerns not visible to ELT.

An alignment of view in 6 areas (nearly a quarter of all statements) where the view of ELT and workshop participants was the same overall, with respect to
the four point risk scale (page 17).

A relatively close alignment of view for 15 areas (over half) where there was a one point difference in sentiment, typically between yellow, i.e. can live with
this but would like to do more and amber, i.e. uncomfortable to live with this and we need to do something different.

In three areas there was a significant divergence of view where the sentiment of ELT was positive (green, comfortable to live with this) as opposed to staff
close to these areas (amber, uncomfortable to live with this and we need to do something different).
These areas are:

* 2. Effectiveness of Policy and Regulation, with compliance by those we regulate

* 5. Effectiveness of Cyclone Gabrielle recovery

* 14 Legislative and regulatory compliance by HBRC

w
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Key themes emerging

Specific areas of concern

During workshops to develop the one
page management plans (risk plans),
participants identified the following
areas where there was a high levels
of concern (i.e. red, Cannot live with
this, intervention required as a matter
of priority)

« outside box represents the
overall area of risk (i.e.
success/uncertainty as reflected
in the HBRC Enterprise
Dashboard) with the rating as
determined by ELT

* inside boxes represent the
specific areas of high concern
related to these topics (i.e.
causes within the associated one
page management plan), as seen
by staff participating in risk
workshops

Response plans

As part of the series of workshops
that identified these areas of higher
concern, discussion focused on how
HBRC might respond to these.

These plans are intended to provide
the case for change (risk and
consequence) and recommended
mitigation strategy (response plan) to
ELT and Council.

A. We live our values of collaboration, accountability,

transparency, integrity and excellence

A.1 Determination of values

E.1Understanding importance and need

oe J

nership and accountability

vich X the

5.5 Certainty of funding

h financial r required to support

5.9 Compliance and litigation

h sy @ are under

11. Effectiveness of funding and financial management

11.4 Financial systems and processe

ems are {it

14.6 Identification of non-compliance

tov nstar compliance a

3. Effectiy of integrated catchment

6. Effectiveness of transport management

6.1 Transport fundin

6.3 Frequency and reli

17.7 Social and political resilience
jetal factors su s changing

18.5 Performance monitoring and benchmarking
T £ ich Inve o 15 abk

19, Effec of ion, ¢ I and

19.8 Organisational tools and system:

ve have

8.1 Depth of market

t

apability anc

20.4 Transportation

nature and exte transportation use by HBRC, an
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Risk sentiment survey — spread of perspectives

Individual members of ELT Individual members of Council

5 7 8 8 8 7 8 4 6
Success . 7 7 8 8 7 8 7 7 5- 5
statements 7 8 8 8 6 8 8 6 5
B el o S S
6 7 7 sls 7 s .
7 8 8 7 7s 8 7 7 8
8 8 8 8 7 8 7 8 5 8
6 6 7 8 8 7 7 7 6 6
B O
[ 7 8 8 8 s
3 5 7 8 6 7 =) 4 4
8 8 8 6 8 6 6 6 7 B
7 8 7 7 5 8 7 5 8 7 s
B 6 5 6 6 5 7 7 6 6 8
Uncertainty [ 8 7 6 6 8 8 7 7 8
statements - 5 8 6 7 6 7 8 8 6-
7 7 7 7 6 8 7 H s 7
7 6 7 7 5 7 7 7 7 6
[y 8 8 6 d 8 8 s-
8. 8 8 3 6 7 8 7 4
8 8 8 7 6 8 7 7 7 8 2
8 6 7 7 6 8 7 7 6 - "
7 7 6 8 8 7 7 5 7
7 8 7 8 7 7 7 7 4 y
r 8 8 8 8 7 6 7 6
Overall trust and 6 8 7 5 8 8 7 7s .
fi:::::ncel social \ - = . 5 . . . ) . .
Average confidence or /' 75 72 75 75 6.8 77 74 65 62 75
concern by individual ( 0s 08 0s 15 02 03 04 05 02 25 9

Points of note

Not all councillors completed the risk sentiment survey, so the
views expressed reflect those of only four individuals

Generally there is a strong correlation between the aggregate of
sentiment on each of the 26 statements and the overall view of
trust, confidence and social license in HBRC (which is what would
normally be expected)

For one of the councillors and one ELT member this was not the
case —i.e. a lower level of confidence in HBRC overall, yet
perspectives on contributing areas of success/uncertainty reflected
a more positive view

Generally the sentiment of councillors was less confident that that
of ELT

Specific concern for councillors appear to be related to the following
areas:

D. We keep our community safe
6. Effectiveness of transport management
10. Health, safety, resilience and wellbeing of people

19. Effectiveness of communication, consultation and engagement

Reflects relative consistency
between average sentiment on
Individual statements and
overall confidence in HBRC

Item 4 Risk Maturity Refresh
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Enterprise Dashboard

Risk profile expressed in terms of purpose, success and uncertainty,
heat-mapped to reflect relative confidence/concern
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HBRC Enterprise Dashboard — ELT perspective

: ]
Pupose ';x“, A healthy environment and a resilient and prosperous community
What matters the most to HAWKES BAY Trust, confidence and continuing social license to operate...
us... REGIONAL COUNCIL ...from our community, mana whenua, partners and stakeholders...
" PN X E ..resulting from our work to protect and manage the region'’s precious taonga of rivers, lakes, soils, air, coast and biodiversity for health, wellbeing and connectivity
Success:
. A
Success looks like ... E A We live our values of parency, integrity and

B. We understand the expectations and needs of the community we serve and our

plans meet y needs — E

C. We deliver on the commitments we make

Biodiversity Infrastructure & Services

~ resufting in... Water Land Healthy, functioning and climate-resilient Sustainable and climate-resilient
Water quality, safety and climate-resilient security Climate-smart and sustainable land use biodiversity services and infrastructure
Uncertainty:
3. Effectiveness of integrated 6. Effectiveness of transport
Major areas of uncertainty catchment management management
associated with our purpose, ( lan ) E
mandate and commitments are... A LA
7. Culture, capability and capacity of 8. Capability and capacity of service A . 10. Health, safety, resilience and 11. Effectiveness of funding and A 12. Effectiveness of programme and
people providers and partners T g 1 E wellbeing of people @ financial management E] project defivery
By uncertainty, this means things )
that could lead to upside :ﬁ;m by et 15. Impact of externai change and 16. Effectiveness of external partner 17. Resifience from disruption to 18. Effectiveness of investment
opportunity or downside threat E IE reform E and stakeholder relationships [E operations @ strategy
(i.e. risk) | C——=—"1)
19. Effectiveness of communication, 21. Security, integrity and privacy of
[ Ry T — ——
[ w . o L ]
Key: High confidence High concern High alignment EIE- Low alignment [ 3{7 m'lﬁiﬁ'ﬁ) ] A fxﬁﬁg:&t‘:::::;n?ml::l(sww * ::i”e:i‘:n‘:x :: :L::::f:
Confidence/concern rating N
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HBRC Enterprise Dashboard — Council perspective

Purpose:
S\\ >, A healthy environment and a resilient and prosperous community
What matters the most to HAWKES BAY Trust, confidence and continuing social license to operate...
us... REGIONAL COUNCIL ...from our community, mana whenua, partners and stakeholders...
T R R e o v pa ..resulting from our work to protect and manage the region’s precious taonga of rivers, lakes, soils, air, coast and biodiversity for health, wellbeing and connectivity
Success:
Success looks like ... A We live our values of collab fity, transp tegrity and excelk
B. We understand the expectations and needs of the community we serve and our
plans meet ity need: E C. We deliver on the commitments we make E D. We keep our community safe
E E. We uphold the principles of Te Tiriti o Waltangl in all that we do
Iting i Biodiversity Infrastructure & Services
.. resulting in... Water Land Healthy, functioning and climate-resilient Sustainable and climate-resilient
Water quality, safety and climate-resilient security Climate-smart and sustainable land use biodiversity services and infrastructure
Uncertainty: BT T VSR s
i it s “i' Wm‘:’ I m"””m“'l”u:v;‘m 3. Effectiveness of integrated 4 Effectiveness of infrastructure 5. Effectiveness of Cyclone Gabrielle 6. Effectiveness of transport
Major areas of uncertainty whenua, Councils and the crown E we regulate [E catchment management E] asset management [E vecovery management
associated with our purpose,
mandate and commitments are... = o = = aaad e = =
7. Culture, capabllity and capacity of Capabil capacity of service 9, Effectiveness of technology . Health, safety, ectiveness of funding 12. Effectiveness of programme and
E] people E providers and partners E o E wellbeing of people @ financial management E project delivery
By uncertainty, this means things - =
that could lead to upside :f lu Ay andd ""’l fon makd 14. Legislative and regulatory 15. Impact of external change and 16. Effectiveness of external partner 17. Resilience from disruption to 18. Effectiveness of investment
opportunity or downside threat [E  HBRC E] compliance by HBRC >§i} reform E] and stakeholder relationships [E operations @ strategy
(i.e. risk)
19. Effectiveness of communication, 21. Security, Integrity and privacy of
[B] ) 20. Our impact on the environment E] information
Key: High confidence Eu High concemn High alignment mm S W Low alignment

Confidence/concern rating 10

Item 4 Risk Maturity Refresh Page 11

Item 4

Attachment 1



Feburary 2024 Risk update Attachment 1

Item 4

Attachment 1

Deep dive into specific areas

One page management plans for specific areas of success or uncertainty (risk):

- 8. Capability and capacity of service providers and partners
- 10. Health, safety and wellbeing of people (including 10.1 physical wellbeing)

Item 4 Risk Maturity Refresh
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How the One Page Management Plans work

Reference Topic of discussion

Provides traceability from HBRCs overall risk
profile, as represented by the Enterprise
Dashboard, to the specific One Page
Management Plan for the areas to which this
plan relates

!

10. Health, safety, resilience and wellbeing of people

Causes
Each component represents a specific
driver or contributing factor to the central
area of success or uncertainty (i.e. risk)~
essentially “sub-risks’. The colour

................-.|

n_m—-......,qma
l nn-a-a-.-——.
L neath st Loty Mamagerees desen: e et

Specific area of success or uncertainty that this One Page Management Plan represents

represents the views of those L o Gty peeeryer iy ' sty .._.:.:""T""

: . . X4
account?ble for this area as to their ievel > A oo B ' !
of confidence/concern with respect to e i e e il mivmntoyord cnrpern SRR B e p———
p— e repin

L ———

s b wulosss e

this area. These are updated regularly to
reflect changing circumstances ikt i e |

L S
Each of these causes may then described et gt vy
within its own One Page Management - .
Plan -..-...."""".‘.'.":.‘.‘.‘:‘.‘."'—..

e
—*w-- » m-c-——--w-nwv--o-uc
ORI bx aggreni e parcte wertthes-
n 5——1;(-"——&---&'"-
N .
B R M Rppert Grmeg Ui
13 Comonacion Maragemens wit, N

Controls 3 e i e e
This summaries the major management e ey

W O ey © O ponmaticas!

practices, initiatives, controls, treatments,
mitigations in place that collectively
address the causes/contributory factors oot
to this area of risks S (e Sm—

v

1. WA g e (L1 ks Ol smendames ot
o

L e

Assurance
Mechanisms in place to ensure that
effective controls are in place and that
these are working as expected

Current ELT sentiment
The collective view of ELT as to their level of confidence or concern
related to this area. This is useful to compare with the
confidence/concern rating as determined by the team accountable for
managing this area as divergent views can indicate 1) an inconsistent
understanding of the risk and how it s managed or 2) an emerging issue

Pacsani
WAt el w55 ety i 0 ool of 0/
L Updans M SOl HW Wirk Pla T34 JCIT b ot pametmt bt

st hox caed Y prw oret i New oy 1Y (%0 oimrre 91 bir Nl 0 ot )
3 ettt ety
“

o crergrg e

Last updated

The point in time that this information is current to

Consequence
Whet sae- e L e e Why e e

Response

Based on everything within this page, the
response section describes future actions to be
taken to address causes/contributing factors
and strengthen management controls and

monitoring measures

Focus
The definition as to what this risk (area of
success or uncertainty) represents. Also
identified those accountable for 1)
bringing a view of this to ELT decision
making and 2) ensuring management
activities and controls are sufficient

Monitoring
Specific outcomes and measures
associated with this area of
success/uncertainty, that provides the
ability to flag potential issues and
determine whether things are improving
or degrading

Opportunities and threats
Describes the ‘so what” of this area~ i.e. if well
managed, the specific opportunities that might
result, or if not the threats that exist that could

cause issues for HBRC
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8. Capability and capacity of service providers and partners

Cause

What contributes to this and how do we manage it?

8.3 Procurement process
The extent to which staff understand and apply (don't avoid)
appropriate procurement and vendor management
approaches, across the procurement lifecycle

8.4Keyp / lier / partner reli
The extent to which there is appropriate redundancy and over
reliance on specific entities/individuals

(camuu. PO's, Molrsa:)

8.8 Enabling technology
The extent to which supporting tools and technology is fit for
e, for ontract age Systems and

payment systems

8.10 Affordability
The extent to which services are cost effective, budgeted for
and able to be funded over time

Actions/initiatives/controls/mitigations

How are we managing this?

L

Due diligence to ensure appropriate suppliers

e d and panel of prequalified suppliers
Provide suppliers visibility on pipeline of work
Formal procurement process defined, from
proc planto vendor
management and offboarding
Panel of preferred providers to enable easy alternate
access
Optional use of O Ag)
Plans for significant providers
Financial controls over budget setting, spend
management and monitoring

Focus

What matters?

8.0 Capability and capacity of
service providers and partners
The extent to which we are able to
access the right external skills and
services at the right time to enable use
to delivery on our purpose and
commitments

Chris / Mark ]

By supphers and partners we mesn
Where there i3 an agreement to work together
(irrespective of whether there is payment]
Providers of goods o services
Consultant and contractors
Strategic partners « eg (wi, mana whenua, PwC
Termp staff agencies {bus not the temp staff
themselves)

This does not include
Emplovees
Temporary indvidual staff
Fixed term contractors/secondments acting as staff
Councilors

By capability we mean
Abikty to do the task requred (shill set)
Combination of knowledge. skils and behaviours
{culure)

By capaaity we mean
The extent of service avaibbilty (size, time,
iocation, kead time)

Consequence

Why this matters?

q»pomnmes
Security/continuity of service defivery
*  Ircreased efficiency and effectiveness in operations and service
delivery
Increased agility and ability to act quickly as need arises
Good reputation in the market
Greater partnership opportunities re social cutcomes
Potential for suppliers to uplift internal capabilities of staff
Challenge and innovation to do things differenty

Threats

*  Supplier non performance impacting operational delivery

. Reputational risk from association with third parties that don't
demonstrate values of the Council

*  Loss of institutional knowledge to outside service provides for
outsourced services

Last updated: 30 January 2024

Monitor

How will we track this?

Financial performance

Operational
performance

Capacity
Breadth of capability

Compliance

% spend within
contract budget

Tod

% contracts that
followed procurement
process

Current ELT sentiment

ELY agreed acceprable level of
uncerainty

Assurance
How do we know that this is managed
effectively?

1. Notyetidentified

Response
What will we do differently as a result of this?

Enhance controls over budget manager spend against contracts, or spend with no contract in place
Identify market buliding opportunities through providing pipeline to the market to enable confidence to scale up
Recognise the reality of increased cost for lower service levels ~ what might we stop doing?
Partner with other entities (e.g. TPK, MBIE etc) to help build market capabllity
Move away from bespoke CMS to one that is more fit for purpose {subject to funding)
3606(; review of pvor.uemem expectations, needs and approaches across council

of and purpose of following the procurement process, and extent of affordability

Malue we of O A Plang

CENO WA WS

for Si
Yy g
Increase operational ds:lwne for kalovmg defined processes, including proc p

i Providers

and budget
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10. Health, safety, resilience and wellbeing of people

Cause

What contributes to this and how do we manage it?

10.2 Spiritual wellbeing
The extent to which people are kept spiritually safe while at
work, lndudlm for example: cultural competency, tolerance for

y, relig beliefs, p | values, sense of purpose,
self identity and wider connectedness

10.3 Family and social wellbeing
The exmt to which people are kept soclally safe while at work,
I and g whanau
needs and priorities, role clarity and secuvky

10.4 Mental and emotional
mmwmmmnwm“ww.
stress, fatigue, workload, bullying, harassment, change

uncertainty and so forth

Actions/initiatives/controls/mitigations
How are we managing this?

1. Health and Safety Management System
2. Transition to new health audit standard
15045000, update to HSMS and HSW Workplan

2024-2027
3. Incident and training database
4. Document control programme

5. Documented policies and processes (codes of
practices/work methods/SOPs), with regular
review process

6.  Explicit H&S training curriculum

Health, Safety and Wellbeing induction for all

new staff

8. Health, Safety and Wellbeing Committee
‘voice’ across all parts HBRC. Representation
from all parts of the organisation, operating
under a Terms of Reference

9.  Works Group schedule of equipment
compliance and certifications

10. Partnerships with relevant SME/Providers e.g.
OPSEC for aggressive people workshops

11. Generous Employee Assistance Programme,
which is extended to whanau

12. HBRC Staff Support Group, Union

13. Contractor Management with HSW
surveillance

14. Site visits and onsite assessments of practices

15. Site observations (independent) to verify
alignment with Work methods/CoP

16. HSW reporting to Organisational
Dashboard/Council

17. HSW reporting to ELT via CE/attendance at
meetings

N

Gaps
- Inconsistent field staff H&S risk assessments
across the business

10.0 Health, safety, resilience and
wellbeing of people
The extent to which our people are
kept healthy, safe and well while at
work

L Chris / Kirsty ]

By 'health, safety, resilience and wellbeng’ we
consider the Te Whare Tapa Wha Model (Sir Mason
Durie 1984)

By ‘peopie’ we mean
Personnel (not services)
Staff (pecmanent, fixed term, casual or temp,

secondees)

Contractors

Consuk in their ind

capacity)

Utdisation of people from other Councils and
fe g, secondm:

Where there is a P( BU responsibdty

By ‘st work” we mean
- inone of owr offices
inthe field
Driving/travelling for the purposes of work

Last updated: 31 January 2024

Consequence

Why this matters?

Opponumm

Staff retention and motivated/engaged employees
Reduction in sick leave /absenteeism

Employer of choice with positive reputation in the market
Reduced business cost, e.g. reduced insurance, damage,
disruption etc

Informed and improved interactions with the public, e.8.
aggressive people

improved productivity

Mature HSW culture

Threats

Breach of social (and regulatory) obligation to our people
Damage to assets and equipment
Environmental damage

Monitor

How will we track this?

Incidents

Training

Wellness

Absenteeism

EAP usage and
trends

Covid

Untaken annual
leave

# Incidents reported

# staff training
% eligible staff
trained/in pipeline

# referrals to EAP
9% work vs personal

[not yet in place]

% work vs personal

# covid notifications

Leave balances by
Individual

Current ELT sentiment

ELY agreed acceptable level of
uncertanty

Assurance
How do we know that this is managed
effectively?

1. Desktop documentation review of
HSW system (Nov 23) by external
auditor

Response
What will we do differently as a result of this?

1L

2.
3.

Update HBRC HSMS and HSW Work Plan 2024-2027 to reflect recommendations from ISO45000 document

review

Complete focused training and tools for daily H&S risk assessments for field staff, mostly complete

Finalise ELT HSW dashboard reporting
Devel of ab
Idenlmcauon of emerging issues

statistics (e.g. sick leave and annual leave usage) to enable early
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10.1 Physical wellbeing

Cause

What contributes to this and how do we manage it?

10.1.3 Driving and Vehicle use
The extent to which staff drive and use vehicles in an
appropriate and safe manner

10.1.6 Fatigue
The extent to which staff are impaired through tiredness and

fatigue

10.1.7 Competency
The extent to which staff have the necessary skills and
capabilities to do the job asked of them

Actions/initiatives/controls/mitigations
How are we managing this?
Preventative controls (what manages these causes)

No

Policies, procedures, Work Methods/CoPs to
set expectations
GPS used in most vehicles
Buddy system in some areas
Focused training and workshops e.g., woridng
from heights, 4WD, driver
with aggressive people, LUV/Quad, 2WD,
STSMS,
Use of appropriate PPE and safety equipment
inc things such as first aid kit, fire extinguishers
etc
Vehicle purchase process
Satellite communlcauon devlces and

ing (
Allowance to set up WFH envronment
Community meeting/dally risk assessment
process for field staff
Work from home available (most roles) to limit
communicable lliness spread e.g. COVID 19
Life insurance (HBRC funded) with extra Care
Package e.g. Ask a GP function, Nutrition
assessment and programme

Detective and corrective controls (what do we do if

these causes eventuate)

1. Site visits and onsite assessments of practices

2. Site observations (independent) to verify
alignment with Work methods/CoP

3. Incident report and investigation with
remedial actions (where required)

4. Monitoring and escalation process for
lone/remote work, Internal and external
(inreach)

Gaps

Competency framework and easlly accessible
competency information (Works group)
Inconsistent field staff H&S risk assessments
across the business

Focus

What matters?

Chis / Kirsty

Opportunities

Last updated: 31 January 2024

Consequence

Why this matters?

Monitor

How will we track this?

Staff retention and d/ d employ
Reduction in sick leave /absemeelsm

Employer of choice with positive reputation in the market.  Incidents # incidents reported
Reduced business cost, e.g. reduced insurance, damage, ;
disruption etc Training # staff training
. Informed and improved interactions with the public, e.g. % eligible staff
aggressive people trained/in pipeline
. Improved productivity
. Mature HSW culture Wellness :val: to EA: 4
Absenteeism
EAP usage and 9% work vs personal
Threats

Breach of social (and regulatory) obligation to our people |
Damage to assets and equipment
Environmental damage

Assurance
How do we know that this is managed
effectively?

1. [how do we know our
management activities and
controls are effective]

Response
What will we do differently as a result of this?

nawN

Update HBRC HSMS and HSW Work Plan 2024-2027 to reflect recommendations from ISO45000 document
review
Ensue communications wnll-bk to all field workers at all times

G y fr rk for Works Group and impl accessible comp y datab
Flnallse delwery of daily risk assessment training (field staff) (almost complete)
Finalise risk management app with ICT (requested, sitting with ICT)

15
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Appendix
1. Risk scoring framework: confidence/concern ratings
2. Foundation and pre-requisites for risk management
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Appendix 1: Defining risk in terms of relative confidence or concern

Risk scoring simplified:

- Asurvey to gauge the relative level of confidence/concern associated with each statement on the HBRC Enterprise Dashboard (risk profile)

- Collective view. Reduces the impact of individual cognitive bias and provides a perspective as to the degree of alignment or divergence of view across the executive and Council
- Enables an equal upside of where focus might be on capturing opportunity (as opposed to solely mitigating risk/threat)

Item 4

What this means in terms of threat ...or in terms of uncertainty ... and in terms of opportunity

Extreme risk Extreme volatility Extreme opportunity
Very significant potential impact on your organisation’s operations, people, Very uncertain or changeabk [ that p major d h Very significant areas of opportunity or p | for positive chang
rightsholders and wider stakeholder trust and confidence (th ) or upside (opp ities) Current plans, initiative or projects do not fully capture these opportunities and

Current management practices (controls/mitigations) insufficient to reduce
potential exposure to an acceptable level

Insufficient or ineffective mech to itor or
the threats or opportunities that may present themselves

pond appropriately to

significant gaps exist between what we want to achieve and what we are
currently doing to achieve this

Cannot live with this, intervention required as a matter of priority

Amber High risk High volatility High opportunity
Relatively high level of exposure or impact to your organisation Quite a changeable environment with respect to areas of major priority or A relatively high level of opportunity or potential to do things differently
Some controls or mitigations in place however these may not be sufficient to - i 1o your org Some initiatives in place but may not be sufficient to deliver on our
reduce exposure to an acceptable level A lower level of ability to respond quickly than is desirable commitments or achieve SOI/business plan objectives

Uncomfortable to live with this and we need to do something different

Yellow Moderate risk Moderate volatility Moderate ity
A reasonable level of risk faced by your organisation but with a leve! that you are Some level of uncertainty or variabllity faced A reasonable level of opportunity to do things better, more consistently and
able to respond to Reasonable mechanisms to identify and respond to threats or opportunities, effectively
Some controls in place, but could do more or uncertain as to the effectiveness of should they present themselves Some controls in place, but scope to strengthen, enhance and improve these
these controls in practice Reasonable opportunity to increase the level of assurance that what we expect
May cause some pain or disruption, potentially could mitigate further, but broadly to occur Is in place and working effectively
in line with risk appetite

Can live with this but would like to do more
Green Low risk Low volatility Low opportunity

Relatively low level of exposure, but not necessarily no risk
Confidence that effective management practices and controls in place

Highly stable or predictable, Iittle impact on your mandate, commitments or
priorities
Effective mechanisms identify and respond to change

Comfortable to live with this

Maljor areas of opportunity have been captured
Little areas of major iImprovement or potential for positive change
Effective initiatives in place to deliver on commitments
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Appendix 2: Pre-requisites for risk management to be effective

Executive commitment

This approach is visibly endorsed and driven by the executive —i.e, lead from
the top with the leadership walking the talk

Common language

Simple and common terms and language so that everyone is clear on how this
works and what is required of them

Integration with planning

Success and uncertainty, risk, opportunities and controls, are explicitly
addressed as part of the planning process

Operating cadence

The pace of activities is aligned and built into core planning, management,
governance and reporting cycles

Clear accountability
Specific (single point) accountabilities are allocated to do the work required —at
ELT and Tier 3

Decision making

Uncertainty (risks and opportunities) is explicitly considered as part of decision
making

Integration with operations

Risk (success/uncertainty) and how this is managed (controls) are embedded
into day-to-day operations so that risk management becomes just management

Performance and monitoring
Core management reporting, monitoring and oversight mechanisms show an
integrated picture of commitment, activity, performance, risk and assurance —
i.e. what is expected is delivered

18
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Framework
Title: Risk Management Framework
Team framework lisk and Assurance Version number:
owned by:
Document owner: felen Marsde Date framework last October 2020
reviewed and published:
Document approver: e Young Next review due: November 2023
Purpose

| HBRC's vision is a healthy environment and a resilient and a prosperous community. This vision is
1 supported by a strong set of values that include partnership and collaboration, accountability,
| transparency, and excellence,

| The purpose of this framework is to bring to life HBRC's Risk Management Policy {CD0023) by outlining
| HBRC's risk structure and processes in a single document.

| The intention of this framework is to provide clarity to all staff on their risk management obligations and

| to drive consistency with regards to the application of risk management processes across HBRC's. This

| framework supports the achievement of HBRC's risk purpose and vision as outlined in risk management

policy, indluding:

} 1. supporting the achievement of HBRC's operational and strategic objectives

| 2. cultivating a culture that risk management is everyone’s responsibility ensuring consistent and
transparent risk intelligent decision-making

‘ 3. providing oversight and assurance to Council and Executive Leadership Team (ELT) that risks are well
managed

| 4. effectively prioritising resource allocation for the management of risks that most significantly impact
objectives, and

| 5. protecting Council owned assets, regional resources, and key stakeholder interests in an efficient and
sustainable way,

| This risk management framework should be read in conjunction with the risk management policy.

HBRC Context: Purpose, Vision, (HBRC's Internal and External
Values & Risk Appetite Environment)

Risk Policy and Risk Culture

Risk Framework and Risk
Practices

Uncontrolled When Printed Page 1 of 14
Risk Management Policy Version Number: 1
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Target audience

| This policy applies to all HBRC staff, contractors, elected members and sub-committee appointees.
|

Policy details

1. Framework goal or objectives

11

2.1

2.2

23

Ensure a mature risk culture with strong engagement and ownership of risk by all staff,

Ensure all staff are aware of their risk management obligations including identifying, escalating
and managing risks.

Ensure staff with risk specific tasks are aware of those specific requirements.

Frame the high-level mandatory risk practices including sentiment surveys, minimum levels of
risk reporting (frequency), mandatory risk data, and storage of risk information,

Ensure risk management principles and practices are embedded into the everyday decisions
and activities undertaken by staff.

Through one framework have a consistent approach to risk management across HBRC to enable
better oversight and improved process integration into all activities, management functions
and key decisions.

2. Related documents (e.g., Legislation, Policies, SOPs, etc)

Risk Management Policy
1SO 31000:2018 Risk Management Standard
All of Government (AoG) Risk Maturity Model

| 3. Key definitions/abbreviations

3.1 All of Government (AoG) risk maturity model — benchmark risk maturity model that is
promoted by Local Government New Zealand (LGNZ)

3.2  Cause - underlying reason why the risk event occurs

3.3 Coordinated Incident Management System - is a structure and framework that provides a
consistent approach for responding to an incident that is scalable within an organisation up to a
coordinated regional inter-agency response

34 Consequence — impact of an event on objectives

35 Control =an activity that either reduces; the likelihood or consequence of a risk event

36  Critical Risk — sometimes refer to as ‘uncertainties’, ‘key risks’ or ‘enterprise risks’, these are
the risk event most material to HBRC

3.7  Critical Control —= sometimes referred to as ‘key controls’, these are main activities that reduce
the likelihood or impact of the risk event. They are important as they may be the only control
or because the degree to which they mitigate the risk event

32  Enterprise Risk Management - the process of planning, organising, leading, and controlling the
activities of an HBRC to either minimise the effects, or seize opportunities, from uncertainty
that impacts an on HBRC objectives

39 Event —when thereis a change to circumstances that triggers a risk response

3.10 Financial Risk — the potential for financial loss and uncertainty from creditors, financial markets
or liquidity

3.11  Incident - an event that has had, or could have had, a negative impact on HBRC's operations or
its interested parties; resulting from inadequate or failed, people (and contractors), processes,
systems, or from an external event

3.12  Incident Manager - is responsible for coordinating all incident response activities

" Uncontrolled When Printed Page2of 14
Risk Management Policy Version Number: 1
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3113 Inherent Risk - an assessed level of an untreated risk prior to the application of controls

3.14 Likelihood ~ chance or probability of a risk event happening

315 Management System Advisor - coordinate activities that manage operational
uncertainties/risks organised as common structures and processes that act systematically to
ensure output and planned results are achieved

3.16  Mitigation — specific measures taken to minimise or eliminate unacceptable risks

3.17  Non-conformance - failure to meet specified requirements, including but not limited to
documented processes, utilisation of management systems, and standard operating procedures

3.18 Operational Risk —the potential for losses from inadequate or failed internal processes, people
and systems, or from external events

3.19 Process - a simply structured, measured set of activities designed to produce a specified output

3.20 Procedure - a document that instructs workers on executing one or more activities of a
business process

3.21  Process Improvement - practices that aim to identify problems or opportunities in existing
processes, create solutions then apply them to optimise performance

3.22 Residual Risk ~ an assessed level of risk after the application of controls and mitigations

3.23  Risk - the effect of uncertainty on objectives that maybe either positive or negative

3.24 Risk Appetite — the degree of risk the governing body is prepared to accept in pursuit of
objectives articulate in qualitative terms

3.25 Risk Capacity - the total amount and type of risk able to be sustained in pursuit of objectives,
articulated in quantitative terms

3.26 Risk Management - is a series of activities undertaken to systematically identify and address
risk

3.27 Risk Tolerance - the total amount and type of risk the governing body {Council) is prepared to
accept given the organisations mandate articulated in quantitative {(a subset of risk capacity)

3.28 Sentiment Survey — a qualitative risk assessment undertaken by individuals of a collective
group via a survey on how well they believe uncertainties (risks) or success factors are being
managed

3.29 Strategic Risk —the chance that a strategy will result in losses from failed business decisions, or
lack thereof (pursuit of an unsuccessful business plan)

3.30 Success Factors — organisation’s key deliverables that align to the organisations vision and
purpose

131 Uncertainties - sometimes referred to as key risks’ or ‘enterprise risks’, these are the risk
event most material to HBRC

4. Background

4.1,  HBRC's vision is a healthy environment, a vibrant community, and a prosperous economy. This
vision is supported by a strong set of values that includes partnership and collaboration,
accountability, transparency, and excellence, With this context Council sets HBRC's risk
appetite,

4.2.  To help ensure that HBRC effectively and efficiently delivers on its vision, values and objectives
sound risk management is essential, Therefore, HBRC have a documented risk management
policy and framework. HBRC's ELT commit to embedding the risk management practices
outlined in HBRC's risk management framework throughout Council. ELT also support a culture
of risk ownership by all staff and re-enforce the need for risk intelligent decisions.

4.3, Asoutlined in HBRC's risk management policy, HBRC's Risk Management System (RMS) has
been designed to align to best practice and is benchmarked on the leading international
standard for risk management 1SO 31000:2018 Risk Management - Guidelines (see figure 1). In
addition, HBRC's RMS also considers the LGNZ endorsed All of Government (AoG) risk maturity
model (see figure 2).

Uncontrolled When Printed Page 3 of 14
Risk Management Policy Version Number: 1

Item 5 Risk Management Policy

Page 23

Item 5

Attachment 2



Risk Management Framework 2024 Attachment 2

&,
e

4.4, The risk management practices described in this framework therefore align to the risk
management process described in 1SO 31000:2018. Tailoring of the HBRC RMS relates to

methods of assessments, frequency, and types of reporting frequency and HBRC's approach to
monitoring and overview.

45, Through this framework the term ‘risk’ and ‘uncertainty’ carry the same meaning.

P | S

Framewor

Figure1 - ISO 31000:2018 Guidelines for Managing Risk
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Figure 2 - AoG Enterprise Risk Maturity
5. Principles

5.1, 1SO 31000:2018 contains several principles (see figure 3 below). Application of these principles
at HBRC are fundamental to ensure an effective risk management system that protects an
organisation and creates value. Essentially, if processes are not adding value, they are simply
adding costs. A summary of each principle as they have been applied at HBRC is outlined

Uncontrolled When Printed Page 4 of 14
Risk Management Policy Version Number: 1

Item 5 Risk Management Policy Page 24

Item 5

Attachment 2



Risk Management Framework 2024

Attachment 2

HAWKES BAY
Srbdongtiverd

e

6.

following.

86

87

89

810

81

8.12

8.13

Framework Overview

6.1.  There is ongoing commitment from Council and the ELT at HBRC to continue the journey of risk
maturity with an aim to executing on HBRC's risk vision as described in the risk management

Continual
MMpIo e g eted
ment

LL o prehensive

Dest
Avalatie
R Information

Figure 3 - 1SO3100:2018 Principles

Integrated: for a risk management system to create value it cannot operate as a
standalone function. Therefore, at HBRC the intention is for risk thinking to be
embedded into the culture and to occur in all activities. Management one pagers occur
for all HBRC's enterprise success statements and uncertainties. Traditional risk
assessment processes occur within key risk based functional management systems e.g.,
asset (AMS), health and safety (HSMS), quality (QMS), information security (ISMS) etc.

Structured and Comprehensive: HBRC's risk management system is formalised
through the risk management policy and risk management framework and is applied
using a comprehensive top-down approach so that results are consistent and
comparable.

Customised: To allow for customisation this risk management system has been
purposely linked to HBRC's mandate and objectives instead of using a traditional
functional approach.

Inclusive: Risk management is inclusive of all key HBRC stakeholders and partners
needs by being founded on HBRC's purpose, strategy and objectives.

Dynamic: HBRC's risk one page management dashboards are living documents.
Sentiment surveys are undertaken by ELT monthly and quarterly by the Council,

Best Information Available: Risk indicator metrics form part of the risk management
one-page dashboards. Other risk oversight data includes HBRC incidents, wider
industry incidents, internal audit findings, operational audits and controls assurance,

Human and Cultural Factor: Human behaviour and culture are key influencers on risk
management., Therefore, HBRC's values are central in the risk system and framed to
drive a risk aware culture.

Continual Improvement: HBRC's risk system to improve the value of risk management
is always being considered. HBRC's risk management policy and framework are
intended to be reviewed annually. Periodically RAC will request an internal audit of
HBRC's risk system against recognised international best practice standards.
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7.

6.2,

6.3

64

6.5,

6.6.

6.7

Risk Management Process

policy; ‘All HBRC staff take responsibility for owning HBRC's risks with consistent and
transparent risk intelligent decision making’.

Lesdership and
Commament

Mror: 50 P0G i

Figure 4 - 1S03100:2018 Framework

Leadership and Commitment: HBRC's ELT are committed to the maturity of risk management,
ELT ensure HBRC's risk management system is customised and aligned to HBRC's purpose,
vision, values, and objectives, ELT endorse HBRC's risk management policy, framework, and
use of risk management processes. ELT engage in risk workshops and undertake regular
sentiment surveys. ELT ensure adequate resourcing and priority to effectively manage HBRC’s
risks,

Integration: HBRC's risk management policy and framework apply to all staff. The design of
the risk management processes such as the risk one-pagers ensure integration and alignment
to organisational objectives i.e., what needs to happen for HBRC to effectively achieve its
purpose.

Design: The redesign of HBRC's risk system in 2023 was considered in context to the changing
external environment, and the size and complexity of HBRC's operation. The risk management
system redesign was done in consultation with RAC,

Implementation: HBRC's risk management policy and framework provide a two-pronged
approach to implementation. Via a sentiment survey and the risk one pagers. The risk one
pagers are developed using a top-down approach. While sentiment surveys can be undertaken
by any group across HBRC with that group’s sentiment able to be compared to other groups on
how well risks/uncertainties are being managed. HBRC leaders also drive a risk aware cultural
to embed risk responsibility and ownership by everyone in their day-to-day decision making.
HBRC's risk management policy outlines risk system roles and responsibilities for
implementation of the framework,

Evaluation: RAC and ELT monitor the effectiveness of HBRC's risk system reviewing the quality
of output evidenced in the risk dashboards, deep dives, discussions, and other reports. In
addition, from time to time, HBRC's risk management system is audited as part of RAC’s annual
internal audit programme.

Improvement: For each uncertainty or success factor the associated risk one-pager contains
notes, risk responses or control improvements. It is intended that this process be integrated
into the long-term plan process to help prioritise initiatives for mitigating risk/uncertainties.
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7.1

7.2

1SO 31000:2018 provides guidance for HBRC's risk management process (see figure 5 below).
The risk management process as outlined below is an integral part of ensuring a consistent
approach to HBRC's risk management system, HBRC's risk management process can be used to
assess any risk within HBRC. The following section describes each stage of HBRC's risk
management process.

Fiqure 5 —i503100:2018 Process

Scope, Context and Criteria - The first stage of HBRC risk management process is to establish
the scope, context, and criteria.

721 Scope: HBRC's risk process outlined in this framework applies to the whole of HBRC,
Council through approving the Risk Management Policy have endorsed the concept of a
one framework approach. By exception a variation of the risk management framework
can be applied. However, it is expected that variations to the framework will be
discussed with HBRC's Risk and Corporate Compliance Manager prior to application.

722  Context: HBRC's Risk Management Policy and Framework are informed by the HBRC's
vision, values, and strategic direction. To establish HBRC’s vision, values and strategy
context is sought from both the external and internal environment, This includes key
stakeholder values, perceptions, relationships, laws, policies, and other requirements.

722 Criteria: HBRC's risk criteria provides a term of reference to evaluate critical or
important risks, Risk criteria is set by Council as the governing body through a risk
appetite statement. The risk appetite statement contemplates Council’s mandate,
values, objective, and the internal and external settings, then defines the risk
tolerances and risk escalation levels. In addition, risk appetite is used to validate the
qualitative assessment of the risk one pagers through the sentiment surveys.

8. Risk Assessment

8.1.  When HBRC's risk scope, context and criteria understood the risk assessment process can be
undertaken (see appendix 1 - risk one page template). Risk assessment is broken into three
distinct activities:

8.1.1 Identification of risks and controls
812  Analysis of identified risks, and
813  Evaluation of identified risks and controls.

8.2  Risk assessment is an integral part of decision making. At an enterprise level and actions

identified to manage the risks should form an integral part of the Long-Term Plan (LTP) decision
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making process.

Throughout the risk assessment process, it important there is risk understanding. This is done
through: a) consultation with stakeholders to obtain feedback and important information about
the risk that can be used to support decision making and prioritisation, and b) communication
to ensure risk awareness and to promote linking of risk alignment of objectives.

Communication and consultation are key steps to provide management oversight, risk
ownership, and risk alignment. Therefore, each enterprise risk one pagers is developed
through risk workshops with one member of the ELT assigned as a accountable for representing
that risk and ELT meetings.

Risk and Control Identification

851  1SO 31000:2018 definition of risk is “the effect of uncertainty on objectives both
positive and negative’. Therefore, risk identification is finding and describing the main
uncertainties and success factors for achieving objectives. Risk identification includes
looking for; causes (what contributes to the uncertainty) and the consequences (why
the uncertainty matters), '

852  Once the risk causes and consequences are documented activities that manage the
cause and consequences should be identified. The key activities that stop the causes or
reduce the consequences are referred to as the critical controls or mitigations. Ongoing
assurance should be applied to the most critical controls or mitigations. There are
three types of controls: preventative — those that stop the cause or event from
happening, detective — those that highlight a potential cause could materialise, and
corrective - those that reduce the level of impact when a risk/uncertainty has
materialised.

Risk Analysis

861  Once the risks and controls are identified each risk can be analysed. Risk and causes
are analysed using semi-qualitative information in workshops and through sentiment
surveys.

862 Inworkshops risks are analysed by assessing and rating each identified cause. Each
cause is rated with context to the design and operating effectiveness of the identified
controls/mitigation, external influences, internal influences, assurance data, linked
incidents, risk metric (KRI) data, and other relevant information. The overall risk is then
also analysed, assessed. Both the causes and the overall risk/uncertainty are rated as
either red, amber, yellow, or green (see figure 6 Risk and Cause ratings scale).

Ratings for either Individual | Rating Context
Causes or the Overall Risk

Improvement required — but not material (can live with it)

i | Improvement required — actions need prioritising

Improvement required - urgent action required

Figure 6 - Risk and Cause Rating Scale

863  Sentiment surveys are also used to assess the overall risk rating as a collective view of a
team or group e.g,, ELT, or Council or another Group with a common interest,
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Sentiment surveys also use semi-qualitative data, but this is based on the confidence or
concern of the individual survey responder as to how well they believe each risk is
being managed. Responders are encouraged to consider what the know about the risk,
the control environment and external influences when completing the survey. The
survey questions use a scale of 1-10.

The team or groups scores from the sentiment survey are then combined and averaged
to apply an overall risk rating of green, yellow, amber or red. The alignment of the
team or group responses are also assessed as H - highly aligned, M — moderately
aligned, S - some alignment, or L - low alignment.

Both the risk workshop analysis and the combined team/group sentiment survey
results are reported using HBRC's one page dashboard (see appendix 1 - risk one page
template)

8.7  Risk Evaluation

The aim of risk evaluation is to determine whether the analysed level of risk is
acceptable / tolerable and whether the risk should be further mitigated or treated,
referred to in the risk one pagers as ‘response’.

Risk evaluation options include:

8721 Doing nothing

8722 Mitigating the risk further by implementing the response plan
8723 Undertaking further risk analysis

8724 Enhancing existing controls, and

82725 Reconsidering HBRC'’s strategy and objectives

For risks determined as needing treatment a broad order of priority should be
established and SMART action plans put in place. Success factors and uncertainties
(risk) at an enterprise level evaluated as requiring action should be prioritised through
the Long-Term Plan (LTP). Agreed treatment action progress should be reported to the
ELT and to the RAC through the enterprise corrective action dashboard, or alternatively
through the strategic project reporting if being managed as a key HBRC project.

If it is agreed to not treat a risk that is outside HBRC's risk appetite, perhaps the
treatment options are unavailable or cost/resource prohibitive then the risk is deemed
an accepted risk. An accepted risk must continually be reviewed by management to
scan for new cost-effective risk mitigations. The risk must also be reported to the ELT
each month through the enterprise dashboard and sentiment survey resuits, and to the
RAC every meeting for the duration that it remains an ‘accepted’ risk. The decision to
continue to accept the risk by RAC must be formally minuted,

If the underlying uncertainty presents a risk opportunity to do something different,
Then rather than determining a risk corrective action plan, a plan outlining the how to
purse the opportunity should be defined, agreed, and tracked/recorded.

8.8  Risk Treatment

881  Ifitis agreed in the risk evaluation process to treat the risk, then one of the following

six treatment options will need to be decided:

8811 Avoid the risk by either stopping the activity or not starting the activity

8812 Take on more risk to take advantage of an opportunity or pursue a new

opportunity

8813 Remove or reduce the source of the risk

8214 Reduce the likelihood of the risk occurring
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883

834

885

891

892

8.10.1.

8.102.

8.103.

8.104.

8.105.

8815 Reduce the consequences of the risk occurring
8816 Share the risk with another party or transfer the risk completely to another
party e.g. insurance.

Risk treatments that deal with the downside of risk maybe referred to as risk
mitigation, risk reduction, risk prevention or risk elimination. However, not all plans
treat the downside of risk.

The decision on which treatment option to implement will depend on the criticality and
strategic importance of the activity to HBRC. Justification for treatment is broader than
solely economic considerations and should contemplate legal and regulatory
obligations, values, strategy, commitments, public perception and stakeholder views.

All agreed treatment options must be monitored and reviewed. Where possible if
controls or mitigations are added once implemented the monitoring would occur
through our standard controls/mitigation assurance.

As treatment plans are decided and prioritised execution should be tracked as per 8.7.3.

89 Monitor and Review

The Risk and Corporate Compliance Manager will monitor the risk management system
by continually checking documented output from risk analysis and more generally
critically observing risk culture from across the business. The aim is to assess whether
expected performance levels are being achieved.

Once HBRC's risk management system (policy and framework) is implemented it will be
reviewed periodically through HBRC's internal audit programme to ensure is remains
‘fit for purpose’ and benchmark against the latest risk maturity best practice. The
results of the review will be report to the RAC,

8.10 Recording and Reporting

Risk reporting is an integral part of HBRC's governance and risk oversight and
monitoring. Therefore, reporting should enhance quality dialogue with risk owners,
management, Council and other stakeholders.

Until a technical solution is available that supports HBRC's risk management framework
and practices risk one-pager management plans will be maintained using PowerPoint
and the sentiment survey will be managed using Microsoft documents,

Information captured within each risk one-page management plan includes:
81031 Risk/uncertainty title and risk/uncertainty description (scope and exclusions)
8.103.2. risk causes

81033 risk controls or mitigations

81034 risk/uncertainty residual cause rating

81035 overarching risk/uncertainty residual rating

81036 control assessment

81037 control gaps and risk/uncertainty response actions

81038 Consequence opportunities and/or threats

81039 Monitoring metrics also known as key risk/control/performance metrics
8.103.10. Controls assurance actions

The Risk and Corporate Compliance Manager is responsible for issuing the ELT and
Council Sentiment survey and making available HBRC's enterprise dashboard and 2-3
uncertainty deep dives are reported to at least quarterly to ELT and RAC.

Each ELT assigned risk/uncertainty owner is responsible for ensuring the associated one
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81121
81122
81123
81124
81125
81126
81127

pagers are reviewed and updated during the reporting cycles.

8.106. Atthe ELT meeting prior to reporting to RAC the Risk and Corporate Compliance
Manager must be provided sufficient time on the agenda to discuss the HBRC risk
profile to be report to RAC to ensure highlighted risk are fair and reasonable,

8.11 Incident and Non-Conformance Management

Reduce any immediate business disruption or harm.

Prevent any future business disruption or harm.

Harness opportunities to improve the organisations performance.
Strive for HBRC's value of excellence.

8.11.2. A few key benefits to incident and non-conformance management include:

Increased efficiency and team productivity.
Prevention of future incidents.

Reduction in downtime.

Improved customer experience.

Visibility and transparency within HBRC.
Smooth business operations.

Quick return to normal service,

8.113. There five steps all incident and non-conformance management plans must follow:

8.111. As part of risk management to safeguard HBRC and its interested parties, or to create
organisational value all incidents and non-conformances must be proactively identified,
reported and responded to, to:
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, record and report any actual, potential, or near miss incidents and/or non-
combvmanm wnme(iatdy to management and through Kowharawhara. The Kowharawhara form will
guide information required.
*Any immediate response actions required to make safe or minimise the incident must be undertaken

concurremtly with reporting. In line with HBRC's Coordinated Incident Managemt System (CIMS) the person
[RINOLITTAE  undertaking the action will be the Incident Manager until one is formally assigned. Quick response times .'t/
. key to incident management.

«To helpe expediate the incident resolution all reported actual, potential, or near miss incidents and/or non)
conformances must be categotised in Kowharawhara so that the approporiate person responsibie for
maintaining the overarching Management System is advised and an appropriate Incident Manager

2) appointed
(1P LTELLTE e See Figure 7 below for HBRC's categorisation criteria y.

*The person responsible for the maintenance of the management system will work with the identified h
Incident Manager to assess the prioritisation of the incident and then escalate accordingly
3) Analysis & s Prioritisation will also determinne the extent and type of the root cause analysis undertaken. The
O : prioritisation assessment will determine the escalation Figure 8 below.
Prioritisation y.
\

*Once the analysis is completed and the route cause and full impact understood response plans actions can
be assigned to the team most equipped to troubleshoat. Usually, the appropriate team will be able to
quickly handle the problem.

LTI eKeeping track of incidents and the teams assigned to deal with them is important.

S

~\

e Agreed corrective actions must be tracked and reported on through the relevant management systems until
closurer. High-priority ratings actions must be tracked through the enterrpsie corrective action dashboard
thatis reported to RAC.

S
8.114. Atan Enterprise level incident should be categorised as follows:

Incident Types Loss Categories

*  Workplace Health & Safety e Legal Liability

* Process Management (Design, Execution, Delivery) | o Staff Injury Health or Welfare

e Damage to the Environment e Financial

e Damage to Physical Assets ¢ Community Harm

¢ Workplace Practices e Environmental or Cultural Harm

e Fraud (internal or External) *  Regulatory Action

e System Failure and Business Interruption

e Business Practices

e Project Failure

e Legal non-compliance

Figure 7 - Enterprise Incident Categories
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8.115. Asaminimum standard any type of operational incidents, non-conformance and near
misses must be reported up and monitored using the following criteria:

Incident Escalation Priority Rating

| informed.

through Enterprise Risk Reporting.

Minimal impact or potential impact that can be easily managed
| - noconcerns. Team Leader and Management System Advisor

Some impact or potential impact and improvement required -
but not material {can live with it). Group Manager as well as
Team Leader and Management System Advisor informed.

Moderate Impact, potential impact, or operational disruption,
Improvement is required and actions need prioritising up. CE,
ELT as well as Group Manager, Team Leader and Management
System Advisor informed. Ongoing reporting management

reporting through separate report to the Risk and Audit
Committee.

Figure 8 — Incident Escalation Scale

9. Breach of policy -~ consequences of non-compliance

Wide impact, potential impact or operational disruption and
incident needs managing through large scale CIMS structure,
improvement needed and urgent action required. Council
Chair, RAC Chair, CE, ELT as well as Group Manager, Team
Leader and Management System Advisor informed. Ongoing

Serious or repeated breaches of non-compliance by staff may result in disciplinary action as guided by
the code of conduct. Or, in the case of a contractor action taken as determined by the underlying
contract terms and conditions.

Summary of key document changes and version control

Version Date Key changes to be communicated to Document owner Approver
staff

1.0 22/09/23 | Policy reviewed and upload into the Risk & Corporate Group Manager

Controlled Document System. Compliance Corporate
Manager Services

2.0 27/09/23 | Full framework review to align to Risk & Corporate I Group Manager |
practices undertaken to comply with the | Compliance Corporate
new risk methodology rolled out as part Manager Services
of risk maturity. |
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Appendix 1 -~ HBRC One-page Risk Management Plan Template — Example Only

HBRC Enterprise Dashboard- Council perspective

Objective: — |
= A healthy environment and a resibent and prosperous community

What marters the most 10 HAWKES BAY Trust, onfidence and continuing sociel likense 10 operate. .

us.. REGIONAL COUN . from owr community, mane whenwo, partners and stokeholders..

_,__,,_,,,___,',__,_., E _resulting from owr wock Lo protect and manage the region’s precious taonge of rivery, lakes, sody, air, coost ond Bigiiebenith, welbelng ond conmedivty

Swccesy:
Swccess looks ke .
= ———— M —=—— —
) Biodiversity Infrastructure !Sonlus
resuiting in. Water Land Healthy, mum and mn«aa-u Sustainsble and dimateesitient
Water quality, safety and dimatesilient security Chmate-smart and sustainable land wse services and inkastructre
Uncertainty:
Major areas of uncertainty

wd with our purpose,
mandate ond commitments ave

T Comrn, lm e

]

By uncertainty, this meons things - E

that couid lead to upside ,...' '.,.' ..' .__“" '..-"
opportunity or downside threct (ie EJ B S

risk)

_ s et __
m @ e @ e
P —

— - - Change in sentiment from fast survey
: & A Migh concern " Amantminterim e BT jow
ey e comn oL Y Ao e wimen (L [P v wormen [ Smmmmemim ] A Sk imtment o

Confidence/concern rating
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Hawke's Bay Regional Council

Report on Control Findings for the year ended
30 June 2023
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WELCOME

Vv

Dear Management Team

We have completed our audit of the financial statements and performance information of Hawke's
Bay Regional Council ("Council” or "HBRC") for the year ended 30 June 2023.

This Report on Control Findings includes all control matters and issues arising from our audit
findings that we consider appropriate for review by management.

In accordance with Auditor-General's Auditing Standards we have gained an understanding of
internal controls, as relevant to the audit, in order to assist in the design of our audit procedures.
Our audit does not address all internal control and accounting procedures and is based on selective
tests of accounting records and supporting data and is not designed to make detailed
recommendations. As a resuft our procedures would not necessarily disclose all weaknesses in the
Council's internal control environment, and you should not assume that there are no additional
matters that you should be aware of in meeting your responsibilities. We have provided our
comments along with individual risk ratings as assessed by us. We have not considered the impact
of risks ratings being combined with either other findings we have raised or other risks identified
internally by HBRC.

We wish to express our appreciation for the courtesies and co-operation extended to our team
during the course of their work. If you have any questions or comments, please do not hesitate to
call me on 021 923 431 or Ahmed Sofe on 021 679 586.

Yours faithfully

0 @
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EXECUTIVE SUMMARY

Hawke's Bay Regional Council

For the year ended 30 June 2023

The following table provides an overview of the number of observations and our assessment of the associated risk.

N

M ©

Open - = 8
New - 1 7
Closed = (€p] (¢p]
Total Open Observations at 30 June 2023 - 1 7 8

(o) EXECUTIVE SUMMARY MANAGEMENT LETTER

APPENDICES

Overview of Risk Rankings

To ensure that you can prioritise the
rectification of the control insights, we have
categorised the rankings as follows. Though
we have rated each insight individually on a
stard-alone basis, you should also assess the
collective impact of these matters, together
with other findings from within your
organisation:

Need substantial mprovement

Immediate corrective action is
recommended

M Needsignificant improvement

Corrective action is recommended,
generally within 6 months.,

@ Need some improvement

Corrective action is recommended
generally within 6 to 12 months,

Dyaciasmmen: Byvet ectifes are thore Hund witin the couw e of
the 30 Ane 202 yeor end audt. Recommensations e
Intended solety for tre wue of the Counce”y mansgerrert  We
SUON™ W RSTUTOECN of respons DALy far any fellance an triy
regnet, 10 #ny Perion Gther than the Counch for ary purpoae
oher than that for which it et preparea
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Medium Risk Observations
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RiskRating Area Observations Risk EY Recommendation Management's Response

Reconciiation of
community loans

Hawke's Bay Regional Council has a book of community loans.
These loans are primarily granted to rate payers so they can
transition to energy efficient homes. The loans are normally

repayable via a targeted rate over a 10 year period.

The Council utitise the following three systems to manage and

maintain the community loans.

Shimes database records the original loan balance, underiying
loan documentation, interest rate, and details of services and
supplier records such as quotes and payments made to

suppliers on behaif of rate payers.

MagiQ rates system records repayments collected through
rates, but not the loan balance at the end of each period.

TechOne general ledger records the loan balance at the end
of each period but in aggregate and not on a loan by loan

basis,

Each system refiects different components of the relevant
information and loan balances are not pericdically reconclied to

the undertying data.

As the data Is extracted from various systems to determine the
outstanding community loan balances, Councll manually
caiculates the pericd end balances in an excel document, This
process includes using some approximations such as interest
rates, expected payment intervals, and at times the loan start and
end dates to calculate the present values of loans at balance
date. This method is inherently susceptible to human error. The
reconciliation was not completed for FY23 untll we requested the
reconciliation as part of the financial statement audit process and
the tinal reconciliation incluged an unexplained variance of $465k

between the caiculation and the general ledger.

Without a reconcifiation for
community loans being
prepared on a periodic basis
there is a risk either financial
reporting Is incorrect or
underiying loan records are
incorrect and these
inaccuracies aren’t identifled
on a timely basis.

To mitigate the risk identified,
management should:

Manually reconcile individual loan
balances to the aggregate loan
balance per the general ledger
on a periodic basis ensuring all
variances are resolved. Individual
loan balances used in the
reconcitiation process should be
abile to be proved by rolling
forward the balance based on
the transactions in the period.

Review options for how to better
Integrate the relevant systems to
remove the need to complete the
reconcitiation work manually,

For each individual loan we are
comfortable that our systems and records
allow us to show a transaction history and
caicuiate a loan batance at any point in
time. However, due to system Emitations
we are unable to generate a report of the
collective total loan balance at a point In
time to reconcile to the general ledger
balance.

In the absence of this we manually
prepare a spreadsheet estimating what
the total balance should reasonably be,
this was not prepared ahead of audits visit
this year but we will ensure this is
completed and provided to audit eartier
Qoing forward.

We are currently reviewing the community
loans programme as part of the LTP
process, following that, a plan and
timelines will be put in place.

Responsibility: Senior Group Accountant
and CFO

Timeline: THD

(!2-)’ EXECUTIVE SUMMARY MANAGEMENT LETTER APPENDICES page 3
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Low Risk Observations
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RiskRating  Area Observations Risk EY Recommendation Management's Response
N\ N S—
Performance The CU"?"‘-‘D@"“ mance framework was set during the last Long There is a risk that We recommend Council consider Statf agree that internal surveys
‘ measures shouldbe  1e'™ Plan ("LTP™) process. Council has an opportunity to revise Council isn't meeting its  adopting measures where results should and can be carried out and
reported against the performance framework as part of the planning process obligations to report to  are able to be measured annuaily. reported annually. However, thereis
annuatly currentiy underway. There were several performance measures the community on an an atfordabifity issue to engage
that were not reported against for the year ended 2023 either annual basis. resident surveys more than 2-yearly.
because the measures were reliant on externally sourced data These surveys are used to help
that is not available annually or because Council did not plan to Measurement periods ascertain our resident’s attitudes,
undertake the refevant studies for the 2023 year (e, longer than a year make awareness of the work of HBRC and
stakehoiders surveys), The effectiveness of measures is reduced meaningtul trend analysis Identify preferred methods of
if results cannot be reported annually at a minimum. Given the on a timety basis difficult. communication. We befieve that 2-
current pace of change a year is a long time between yearly is adequate Tor our purposes.
measurements plus it would take three years for enough data to
be available 1or a reasonable trend analysis. We acknowledge Responsibility: Team Leader
Councll has decided not to complete certain surveys due to the Strategy and Performance
impact of Cycione Gabrielle, but the surveys referred to above
aren’t not measured due to Cyclone disruptions. For a full list of Timeline: Completed
measures that were not measured In FY23 refer to table 1 inthe
Appendices,
(7)) EXECUTIVESUMMARY  MANAGEMENT LETTER APPENDICES pege 4
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Low Risk Observations
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RiskRatng  Area Observations Risk EY Recommendation Management's Response

@ EXECUTIVE SUMMARY

Certain
pertormance
measures can be
enhanced to focus
on outputs and
outcomes rather
than processes or
legislative
compliance
requirements

A performance measure shouid refate to outputs or outcomes and
be useful, meaningful, and reliable. The Auditor-General’s Auditing
Standard 4 The Audit of Performance Reports defines outcomes as
changes in the state, condition, effects on, or consequences for
the community, society, economy, or environment resuiting from
the existence and operations of the public entity.

Some of the HBRC performance measures could be improved
threugh focusing on outputs and outcomes rather than processes
and legisiative compiiance requirements, This allows readers to
assess how effectively the Councii has delivered services over the
course of the year and the impact of those services on the
community. For example, the measure “Following a flood event,
affected areas are surveyed and repairs are programmed” could
be enhanced by focusing on the timeliness or quality of the fix
rather than the process, Another example is measures that relate
to business as usual activities such as compliance with legislation
or conducting meetings in accordance with guidelines.

A list of measures that should be considered for improvement are
included in table Z of the appendices.

MANAGEMENT LETTER APPENDICES

There is a risk the chosen
measures are not
comprehensive enough to
provide a system wide
performance assessment,

We encourage the Counchl to review
performance measures as part of the
current planning process and make
changes to improve the performance
framework.

HBRC has a mix of process, cutput and
outcome measures. Whilst we agree that
output and outcomes measures are
preferable, given the nature of some
services we provide as a regional counclli we
rely on process measures to cover the full
range of our services and provide us with a
broad platform to tell the story for the
relevant year and explain the outcomes for
the community. We can always look to
improve the commentary with specificity
where required. The exampie of the
completion of the planned capital flood
protection programme was a good
liustration of where additional information
(e.g. how much of the programme was
completed) improved the commentary.,
There are some of the measures under
Emergency Management that we will look at
dropping next LTP - particuiarty where
there is already a legislation requirement.
The wording of some of these measures
could certainly be improved to provide more
clarity and we will undergo a process to
review and make changes where we see fit.

Responsibility: Team Leader Strategy and
Performance

Timeline: For the year ended 30 June
2024,
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Low Risk Observations
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Observations
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Risk

RiskRating  Area

Enhance internal
' controls reiating to
the rates setting

Our review of the rates set by the Council identified a transposition
error in the preparation of the rates resolution for the 2022/23
rating year. The error related to rates factors for the Central
Hawke's Bay and Walroa constituencies being inadyertently

Potential risks include:

Incorrect rates being
billed and recorded.

We recommend management enhance
Internal controis for the rates setting
process. In particular; checking for
consistency between the rates factors

&

Management will ensure the rates
resolution is reviewed and cross
referenced to internal modelling and
extemal reporting to ensure

process transposed in the rates resolution, resuiting in the incorrect rates determined by Council’s internal consistency. Management are afso
resoiution being approved by Coundil, Legal disputes relating 1o modelling and the factors inciuded in  'ooking at some new software for the
. - the validity of rates the Council resolution setting the annual report that will aliow for

The amounts invoiced to rating units in these constituencies was strikes. rates s important transfer of tabies from Excel rather

the amount intended to be set as the rate factor and would have : than manual entry to reduce the risk of

been, but for the error. The funding impact statement (FIS) in the human error.

annual plan 2022/23 also states the correct amount.

Counchl sought legal advice in respect of this matter and the error Responsibility: Finance Manager and

was corrected by passing a Councll resofution to reset the rates Senlor Group Accountant

prior to 30 June 2023.
Timeline: For the year ended 30 June
2024.

@ EXECUTIVE SUMMARY MANAGEMENT LETTER APPENDICES page 6
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Low Risk Observations
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RiskRating  Area Observations Risk EY Recommendation Management's Response
T TN N -\ v NS -
improve employee HBRC is unable to generate empioyee entitlement oosjtion reports  The manual ca{cufa!ion The Councit should consider Management acknowledge this
B entitlement directly from TechOne. Instead; a manual calculation is compieted  ncreases the risk of opportunities to utilise a system and are actively reviewing and
calcutations tobe 0 e et st year end incorrectly catculating based caiculation of employee improving the configuration of
more systembased Bt ddud 4 : SHAFOYOS ST entitiements or to reduce the levei of the TechOne system to enable
manual calculations currently "‘f""""‘“ to be runout of the
required. We understand further Syt
configuration of the TechOne system )
may be beneficial, Responsibility: Senior Group
Accountant
Timeline: For the year ended 30
June 2024.
) EXECUTIVE SUMMARY MANAGEMENT LETTER APPENDICES page 7
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Low Risk Observations
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RiskRating Area Observations Risk
~ NS N L
The valuation of HBRIC Limited was based on the value of its There is a risk that the

Review of eamings

EY Recommendation

s "

We recommend that management

Management will continue to

G multiples used for shareholding in NPHL, net assets of FoodEast, value of managed muitipiler used no longer continues to assess whether the assess whether the earnings
capitalisation of funds and loans, less the value of debt and future management reflects the best estimate earnings multiplier used for multiplier used for
HBRIC management costs. based on current conditions  capitalisation of management and capitalisation of management
and governance The eamings multiplier used for management costs was basedona Ot e Yaluation date. qoveme'n:e :“': ::i.me‘;s and qovaa'nce COsts remains
costs CCO valuation completed by a third party in 2019. Costs were appeopeiate for each year. appropriate for each year,
capitalised using an eamings multiplier of six. Consideration should be given to )
obtaining an updated third party Responsibility: Senior Group
valuation of the HBRIC group giventhe Accountant
time that's passed since the last
valuation. Timeline: Annualty
() EXECUTIVE SUMMARY MANAGEMENT LETTER APPENDICES page 8
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A4

Low Risk Observations

V) : e 3
s B @ e
RiskRating Area Observations Risk EY Recommendation Management's Response
~ N
In our testing of sensitive expenditure, we cbserved that the Chair  There is a risk that either We recommend that expenses Management have taken on board the
. ﬁgcﬁfl%'xichﬁ:v " and Chief Executive (CE) expense reimbursements were approved by  HBRC funds are spent incurred are approved in fine with observation communicated in March 23 in
by the CFO. The OAG defines sensitive expenditure as any spending by inappropriately or that there  the Council’s policies as follows: relationtothis from the 21/22 audit and
: m"” ':{s ement an organisation that could be seen to be giving private benefitto a s a perception HBRC controls impiemented a process whereby the Chief
staff member, their family, or friends. relating to spend where there Sensitive expenditure incurred "mx%':l”’:::e&pgvﬁu’:y o
Is the potential for personal by SLT is approved by the CE, re and signed by ouncil chair
In addition, several SLT expense clalms were approved by an m";:o are not rlqo‘::us ¥ Y before being attached in the system and
Executive Assistant on behalf of the CE. enough. Sensitive expenditure Incurred approved in the system by the CFO. The

Per the HBRC sensitive expenditure policy, and guidance provided

be

by the OAG re expense claim approvals, an expense claim should

Made only when budgetary provisions and delegated authority

exist,

Approved by a person senior to the individual who will benefit
or might be percelved to benefit from the sensitive expenditure
(the “the one-up" principie). This principle means that sensitive
expenditure incurred by the SLT should be approved by the CE.
Sensitive expenditure incurred by the Chief Executive should
be approved by a Councllior. A suitabile arrangement should be
put in place for the Chair's expenditure (i.e. coukl be approved
by the Chair of the Risk and Audit Committee).

by the CE is approved by a
Councilior (potentiaity a specific
Councllior if agreed, ie Chair or
RAC Chair).

Sensitive expenditure incurred
by the Chair is approved by a
Councillor where there is a non-
reciprocal approval process in
place. Consideration should also
be given to Council or Committee
monitoring of this expenditure.

same process was put in place for the
Council Chairs transactions but is review
and signed by another councit member.

Currentty, SLT transactions are approved
within the system infine with delegated
authority limits rather than a specific one
up process. However, we will review this
and see if we can establish an efficient

process whereby there is clear evidence of

CE approval of SLT expenditure on a
regular basis.

Responsibiity: Finance Manager

Timefine: For the year ended 30 June
2024.

(@) EXECUTIVE SUMMARY MANAGEMENT LETTER APPENDICES page 9
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N

Low Risk Observations

A ) . ) :
w o) ® °
(st} L o o | . |
RiskRatng Area Observations Risk EY Recommendation Management's Response
T
Maintain, and HBRC does not regularly reconcile the fixed asset register for Due to the significance of the  We recommend that the Councll HBRC's accounting policy is to revalue
‘ regularly reconcile,  Mrastructure assets to the general ledger. infrastructure assets, an actively maintains a fixed asset infrastructure assets every three years. This
a fixed asset The Councl records the details of infrastructure assets in anexcel 0" e i Puts Of register covering infrastructure YARSSION EOOMS STOMMEORCONCINN] the
. unauthorised changes made excel infrastructure assets register tothe
register for document, where access is not imited to particutar users, and Is assets and the register is reconcliled
frastruchire to the unsecured file may general ledger. In the alternative years,
infr U not updated requiarly. The Infrastructure Team updates the live to the general ledger periodically. §
: i result to incorrect recording movements in infrastructure assets (additions
assets document manually (i.e., input bulid rates, size, etc.) but these s
; ’ e SR . in general ledger. A reconciliation detaiting and and disposais) are captured in both the
changes don't flow throughto the general ledger and there isn't a gy general ledger and the excel asset register
periodic process to reconcile the value of Infrastructure assets per explaining variances between the However, asset management also wpdote the
the general ledger to the Council’s underlying detalled records. general ledger and the excel file ‘
shouldbe red and retained register to refiect estimated repiacement
o prapared o T value for insurance purposes which is not
eachtime areconciliation exerciseis  cogoctod in the general ledger and therefore
completed. no reconclilation Is completed in these
A tevel of review should also be akemative years.
implemented for these processes, Wie are currently in the process of
Impiementing an Infrastructure register in the
TechOne system which will ensure there isa
detailed infrastructure register than
reconciles to the general ledger every year.
Responsibility: SEAM Project team/Senior
Group Accountant
Timeline: Financial year 24/25
(ﬂﬂ) EXECUTIVE SUMMARY MANAGEMENT LETTER APPENDICES page 10
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vV
Appendices

1. Performance measures should be reported on annually

. Percentage of tangata whenua representatives "satistied or very satistied" with the Treaty-based partnership approach to engagement and decision making (source: biennial survey of RPC
Maori Committee members,

. Percentage of surveyed residents that can identify 3 of our top 5 hazards; earthquake, tsunami, volcanic, pandemic or flooding (source: 2-yearly SIL Perception Survey)
c. Percentage of surveyed residents prepared to cope for at least three days of more on thelr own (source: 2-yearly SIL perception survey)

ansport for work or education (source: Statistics NZ, bus patronage, cycleway meters) ]

2. Performance measures can be enhanced to focus on output and outcomes rather than process.

r

S s il

a. Actions from the Regional Water identified and implementation is progressing according to '
P. HBRC Forests and the Tangoio Soil Conservation Reserve are managed to the standards defined in their respective management plans

oo broad to be easily understandable
E:‘ouom aflood event, affected areas are surveyed and repairs are programmed: 1. Following a major 1lood event, a 1i0od report will be compiled  [Focused on the process

thin 6 months of the event (major event is defined as material impact to property or productivity). 2. Major event report outcomes incorporated into

[ﬂ. A%op(od Regional Land Transport Plan (RLTP), Regional Public Transport Plan (RPTP) and Regional Cycling Plan in place Focused on adoption and not on output
la. Percentage of urban househoids within 400m of a reguiar bus route Output is not clear

h. An operative Group Plan under the CDEM Act 2002 is in piace, reported on annually and reviewed within statutory timeframes by the Joint Committee|Legisiation requirement (part of the

i. A Group Work Programme implementing the Group Plan objectives Is approved and reviewed 6 monthly by the Coordinating Executives Group %ﬁﬂﬁﬁmw of the

j. HBRC provides support to the Hawke's Bay CDEM Group in accardance with a service tevel agreement &%ﬁ%ﬂz%gm ;
k. Long Term Plans and Annual Reports receive "unmodified" audit opinions F-wluoty comphiance

I, Council meetings are conducted in compliance with statutory requirements and Standing Orders ]smumy requirements

m. Triennial election processes are undertaken inaccordance with the Local Efectoral Act 2001 rhwluw compliance

In. Annual reporting on Matauranga Maori monitoring and reporting activities rocusod onreporting

0. Annual reporting to Council on progress made on coordinated programme of actions Focusod on reporting

r. Compliance with statutory timeframes as set by legisiation Iaowlnory compliance

() EXECUTIVESUMMARY  MANAGEMENTLETTER APPENDICES
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EY | Building a better working world

EY exists to build a better working world, helping to create long-
term value for clients, people and society and build trust in the
capital markets.

Enabled by data and technology, diverse EY teams in over 150
countries provide trust through assurance and help clients grow,
transform and operate.

Attachment 1

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new answers
for the complex issues facing our world today.
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WELCOME

NV

Dear Risk and Audit Committee Members

We are pleased to present our Audit Plan ("Plan™) for the audit of the financial statements and
service performance information of Hawke's Bay Regional Council ("HBRC") and its controlied
entities (“the Group”) for the year ending 30 June 2024. This Plan outlines the scope of our
services, identifies Ernst & Young ("EY") professionals that will serve you and presents our
understanding of some key considerations that will atfect the 30 June 2024 audil.

We conduct our audit in accordance with the Auditor General's auditing standards which
incorporate International Standards on Auditing(New Zealand). Our audit will be conducted to
provide reasonable assurance that the financial statements and service performance
information for the year ending 30 June 2024 are free of material misstatement

Our Plan has been prepared based on our understanding of HBRC and the local government
sector. We have considered, and will continue to consider, HBRC's current and emerging
operating risks and assess those that could materially affect the financial statements and
performance reporting and align our procedures accordingly. The Plan will be responsive to
your needs and will maximise audit effectiveness so we can deliver the high-quality audit you
expect.

Should you have any questions or comments, please do not hesitate to contact me on 021
923431 or Ahmedon 021 679 586

Yours faithfully

Ahmed Sofe
Associate Director

David Borrie
Appointed Auditor

® 2024 Ereal & Young New Zealand
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EY cocooee EXECUTIVE SUMMARY

Hawke's Bay Regional Council
For the year ending 30 June 2024

N/
Because of the uncertainty relating to the impact of
AREAS OF :Zyclone Gab;ielzle on Coun:: assets, operations, ?nd
inances, in 2023 we agreed to issue a one-year fee
AUDIT FOCUS  key focus areas identified that remain broadly ENGAGEMENT letter for the year em:)d 30 June 2023, y
consistent with the prior year AND FEE We are in the process of setting our audit fees for the
2024 and 2025 financial years. This will be explained
in a separate audit fee proposal letter which we expect
to provide this to HBRC in March.
Our areas of audit focus have been summarised below and explained in detailin
the Areas of Audit Focus section. The level of complexity or management
judgement applied has been rated as high, medium or low. $ 3 8 M
m .
P IR S e 7 zz::rrmnce information  (CEEED PLANNING Our audit is planned to obtain reasonable assurance of
» Cyclone Recovery and Other gumrey iR detecting misstatements that we believe could be, individually
Grants » Financial Assets ELB MATERIALITY i, aggregate, material to the financial statements and
» Investment Property [ MO ] » Borrowing & Derivatives T performance information.
Vaiuation » Expenditure, procurement oW, @- oy )
> hteqﬂtv of rates set, rates m and tenderhq Our malena'ﬂv threshold has been set at S3.8m. mlnq 3% of
invoicing and collection forecasted operating expenditures at 30 June 2023. Our
materiality is initially set for the Group and then allocated to
controlled entities within the group. The basis for calculating
planning materiality is consistent with the prior year.
Details of our audit approach are outlined on page 11. We will report to the Risk and Audit Committee errors of more
AUDIT As in prior years where possible and deemed efficient, than $340k.
APPROACH we will seek to test controls over the key financial Ly Lo :
statement processes. Materiality will be set individually for each significant
- performance measure selectedfor testing.
A
= We will confirm our independence throughout the
audit, We remain in compliance with the NZICA Code
INDEPENDENCE of Ethics and independence requirements of the
Auditor General’s auditing standards, which
incorporate the independent requirements of PES 1
@ International Code of Ethics for Assurance
Practitioners (including International Independence
Standards) (New Zealand),
(o) EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 2
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AV

Infrastructure assets & PPE

Background

» Infrastructure assets and PP&E represent a significant component of the Council’s balance
sheet with carrying values of $199mand $38m at 30 June 2023.

» Infrastructure assets primarily comprise of land, stopbanks, and drainage networks and are
valued at Optimised Depreciated Replacement Cost (ODRC).

» Infrastructure assets are revalued triennially using externally sourced unit costs and
reviewed by AON. A full valuation of Infrastructure assets is scheduledfor the year ending
30 June 2024. Infrastructure assets were due for full valuation in 2023, however due to the
impact of the Cyclone Gabrielle, a decision was made by management and Council to defer
the valuation until 2024.

» The following assets were revalued in 2022. Management intend to consider whether there
are any material revaluation movements with reference to prevailing market values at 30
June 2024 and obtain valuations if necessary.

» Land under infrastructure and buildings
» Land and buildingused for administration
» Hydrology equipment

» The valuation of infrastructure assets is judgmental and there are key assumptions that the
valuer is required to make based on their experience, Each of these judgements have the
potential to materially impact the resulting valuation and future depreciation.

» Valuation adjustments arising from significant movements in market values or replacement
costs may be material,

» Thereis arisk that the useful life assumptions used in the valuations are not reflective of up-

to-date information maintained in the Council's Asset Management Plans,

» Misclassification of maintenance and/or capital expenditure given nature and useful life of
work completed is also a risk.

» Giventhe significant damage to infrastructure assets caused by Cyclone Gabrielle, a
comprehensive impairment assessment was required in 2023. However, HBRC concluded
that it was unable to determine a comprehensive impairment charge reflecting the damage
to assets. As part of the valuation process for 2024 financial year, we expect Council to
undertake a full impairment assessment across assets impacted by the Cyclone,

Planned Audit Approach

S @ S

» Forinfrastructure assets planned to be revalued this year, we will review the
respective valuations for appropriateness. In particular, we will review key inputs to
the valuations and consider valuation techniques for appropriateness as well as
appropriateness of data used in valuation,

» For any asset classes that are not being revalued in the current year, we will
examine the assumptions underlying the historical valuation against current asset
management plans to assess whether the value remains materially correct.

» We will examine management's assessment for significant asset impairments and
the resultant write-down of Council assets.

» We will review the fixed asset reconciliation of underlying data to the general ledger
with a focus on significant additions and disposals during the year.

» We will examine the appropriateness of depreciation against the estimated useful
lives in the Council's accounting policies, We will also consider the useful lives
included in the most recent valuations.

» We will test on a sample basis the classification procedures relating to capital,
renewal and maintenance work as well as cut off at year end for capital works to
check it is consistent with work completed at that point.

» We will test, on a sample basis, the accounting for significant additions and
disposals of assets during the year.

» We will check the appropriateness of disclosures in the financial statements.

NS
v

Relevant accounting standards: PSE IPSAS 17 Properties, Plant and Equipment
Level of complexity or management judgement: BIT5TH

(GD) EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 3
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NV

Cyclone Recovery and Other Grants
Background

» Cyclone Gabrielle caused significant damage to the region's infrastructure, economy and
community. Council plays an important role in the coordination of central government initiatives
and funding to support local government and businesses in the region. Council is also responsible
for repairing damaged flood protection assets and improving future resilience and flood
mitigations.

» In 2023 HBRC receivedthe following Crown fundingfor various Recovery initiatives across
Hawke's Bay, being:

»

»

» The Crown has also allocated $203.5m funding for HBRC towards flood mitigations including $70m

5$102.6mto Local Authorities for the clearing of Siit and Debris

$50.6m for Commercial Entities, to be issued as Grants for the clearing of Silt and Debris.
Initially $62.6m was allocated to Commercial Entities funding, however $12mwas
reallocated to the Local Authority Fund in September 2023

$7.35m for the ongoing administration of the Regional Recovery Agency

At the time of writing approximately $33m of funds of this funding have not been spent or
paid out, including approximately S8m that remains unallocated in the Commercial Entity
fund.

ring-fenced for Wairoa. The arrangement requires HBRC to contribute approximately $44m
towards flood mitigation,

» These grants typically require funding to be spent on a particular project or area of Council's
operations with any unspent funds to be returmned. Therefore, HBRC recognises liabilities for funds
received until costs are incurred or funds are distributed to third parties. HBRC recognised grant
income for their allocated portion based on the amount spent on relevant activities,

» HBRC is responsible for allocating and ensuring funds provided to other entities are spent on
approved purpose and in line with the contractual agreements with government agencies.
Therefore, it is important that focus is placed on the contractual clauses included within contracts
with fund recipients for funds that require return to Central Government agenciesif not spent on
approved purpose,

» HBRC also needs to be vigilant that funds recognised as revenue meet the funding conditions and
where there is no return obligation for funds revenue should be recognised upon receipt.

» In 2023 Council received payments from NEMA for Welfare and other minor claims. However; the
Infrastructure assets insurance claims from private insurers is currently ongoing. HBRC is currently
collating the required documentation for lodging claims with private insurers.

» Council also continues to receive ongoing Waka Kotahi funding for bus services and road safety
projects, For the year ended 30 June 2023, grant and subsidies from Waka Kotahi amounted to
$4.5m. Financial reporting standards require NZTA subsidies to be recognised as revenue, while @ Level of complexity or management judgement: BTN
portion of the associated expenditure is capitalised.

@)

EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS

P =
Cmirm Lo

Audit Approach

Planned Audit Approach

W

We will perform the following audit procedures to validate the revenue and emergency
works costs recognised during the year:

>

»

v

N

Inquire updates with the Council on any progress related to these grants

Obtain any new agreements, amendments or correspondence between HBRC and
central government (and other providers) in respect of funding approved.

Review HBRC's procedures for revenue recognition and monitoring the conditions of
the various grants,

Review HBRC's approach to filing insurance claims for physical damage or lost
earnings.

Check on a sample basis, that revenueis being recognisedin line with
obligations/undertakings being satisfied.

For a sample of revenue recognised in the year across all grants, we will vouchreceipt
of funds to cash received.

Examine costs claims from Waka Kotahi , on a sample basis, to check the expenditure is
allowed to be claimed and the funding assistance rate applied was appropriate.

Carry out an assessment of the reasonability of Waka Kotahi income and its
completeness in consideration of the level of costs incurred for the period.

Assess the disclosures in the annual report in relation to each funding agreement is in
line with relevant accounting standards.

Relevant accounting standards: PBE IPSAS 23 Revenue from Non-Exchange
Transactions

AUDIT APPROACH YOUREY TEAM ENGAGEMENT EXECUTION APPENDICES
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N Planned Audit Approach m*uduwo&:n-“
Investment Property Valuation Our auit procedures willinclude:

» Reviewing key assumptions used in the valuations and assessing whether they are reasonable, in
accordance with accounting standards.

Background
» Discussing the valuation reports with Teifer Young to understand the changes to significant
» HBRC properties in Napier and Wellington are recorded as investment property (IP) at judgements and assumptions they have applied in the valuation.
fair value. As at 30 .{une 2023 the portfolio of Investment property was valued at » Testing, on a sample basis, property specific information supplied to the valuer by management
$67.2m and categorised as follows. to the underlying records held by the Council.
Fair value » Understanding the changes to the market and the portfolio which would result n movements in
Components ) S assumed discount rates and tenure periods.
» Obtaining assurance as to the valuers' independence and objectivity.
Napler Endowment properties 417
» Considering the appropriateness of management’s disclosures of the key estimates and
Wellington properties 249 judgements for investment property within the financial statements.
Other 0.60
Total value 67.2

» The Napier leasehold endowment portfolio comprises of 139 individual properties, all
being residential and 1 commercial lease. These are all perpetual renewal ground leases
with all but 1 being subject to a 21-year review. Many leases have the rents at
prescribed 5% of land value on review. Under the Hawke's Bay Endowment Land
Empowering Act 2002, freeholdingis only allowed to the current lessee under a
specified valuation methodology.

» The Wellington portfolio comprises of 12 properties located in inner residential and
commercial areas of Wellington.

» [P is revalued annually in line with accounting policies by registered independent valuer,
Telfer Young. The valuation requires significant judgement as fluctuation in
assumptions including yield can materially impact the valuation outcome.

NS
\

h Key Judgements: Forecasted cashliows, average occupancy period, capitalisation rated, market rental
yields

Relevant accounting standards: PRE IPDAS 16 Investment Property
Level of complexity or management judgement: & 1 1'%

() EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 5
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AV

Integrity of Rates set, Rates Invoicing and
Collection

Background

»

Rates income levied represents the Council’s primary revenue source. There is specific
legistation in place which must be adhered to for the rates set to be lawful. In the local
authority context, failure to comply with rating law and the associated consultation
requirements can create significant risks to the integrity of rates revenue.

The requirement for there to be consistency between the rates resolution, Funding
Impact Statement and the Finance Policy in the LTP is fundamental because this is the
thread that links community consuitation to the rates levied by HBRC forming the core
of the Council’'srevenue,

The accuracy of a rates set is dependent on the integrity of the rates database. The
reliability of the rates billing system should ensure rates are billed appropriately.

Legal challenges against certain local authorities have identified a range of issues
relating to the legislative compliance, and therefore legality of rates sought.

Management have a history of consulting with external legal counselto check
compliance with rating legisiation is maintained.

Planned Audit Approach

Our work in relation to rates revenue and debtors willinclude:

» Testing Council's controls over the rate setting processes including testing the
accuracy of the underlying valuation information.

» Reviewing Council's procedures for ensuring the rates set is compliant with the
Local Government Rating Act.

» Examining the application of the rates set to the rating database.

» Reviewingthe billingto specific ratepayers and subsequent collection on a sample
basis.

» Reviewingthe provision for doubtful rates debtors to consider whether it is
appropriate in the circumstances. We will remain aware of any considerations for
impacts on rates collectability because of Cyclone Gabrielle implications.

N/

Key Judgements: Compiiance with the Local Government (Rating) Act and provisioning for
outstanaing rates deblors,

Relevant accounting standards: PEL IPSAS 23 Revenue from [ion Exchange Transactions
Level of complexity or management judgement: & 1'%
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A4

Performance Reporting

Background

» Councilis required to report its performance against performance measures
included in the Long-Term Plan (LTP). These measures are key to the Council
providing a ‘performance story’ to the community.

» Our audit opinion on the service performance reporting covers compliance with
generally accepted accounting practice, and whether the service performance
report fairly reflects the Council’s actual service performance for the period.

» The performance framework set as part of the 2021/31 LTP is applicable to the
current financial year.

»  We will select measures we deem significant across the group of activities for
detailed testing in the context of our audit of the 2023/24 annual report.
However, we will consider the entire performance report as part of our feedback
to management. Councilis required to report on mandatory measures in relation
to tlood protection, as governed by DIA. Our selected measures include these
mandatory measures.

» HBRC performance framework includes a measure to assesses HBRC's
greenhouse gas (GHG) emissions with a target of reducing emissions over time.
HBRC will continue to engage the services of EKOS to prepare a GHG inventory
report for the year ending 30 June 2024 which will be verified by McHugh & Shaw
(independent auditors). The quantification of GHG emissions is subject to inherent
uncertainty because scientific knowledge and methodologies to determine the
emission factors and processes to calculate and estimate quantities of GHG
sources are still evolving.

» Thereis a risk of inadequacy of reporting systems to monitor performance and
hence the potential failure to adequately report the provisions of core utility
servicesto the public.

(Gh) EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH

NS
Our audit procedures will include:

>

YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES

Planned Audit Approach Audit Approach

Obtaining an understanding of key performance reporting processes and reviewing the collation
methodologies applied by Council.

Examining, on a sample basis, the Statement of Service Performance to determine that the
measures have been reported on and outputs have been achieved where stipulated, For the
selected measures this will include obtaining the underlying supporting documentation and re-
performingthe calculations.

Assessing the completeness and effectiveness of the performance framework utilised.

Checking whether all mandatory performance measures stipulated by the Non-Financial
Performance Measures rules 2013 have beenincluded in Council’s reporting.

Providing feedback on the overall annual report and the summary annual report,
Our audit procedures on the Greenhouse gas (GHG) emissions measure will include:

» Obtaining and reviewing the EKOS Inventory reports for the year ending 30 June
2024,

» Assessing whether the report covers adequately factors that are normally included in
GHG inventory report.

» Ona sample basis testing the accuracy of the GHG activities and refated emission
factors applied to externally sourced documentation.

» Assessing the adequacy of the disclosuresin the annual report that describe the
judgements involved in determining the reported results.

Key judgements: Sefection of measures relevant to reporting non-financial performance
Level of complexity or management judgement: #1778

page 7
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AV
Low Risk Focus Areas ;
® .
Audit Approach Areas of Audit Focus ~ Background Planned Audit Approach

N "
: o Examining key invest iliations.
» Council has a managed investments portfolio which amounted to " "",‘M,‘q g mv.es AR VScORcH ) ons . .
Fi o A $111m at 30 June 2023. The administration of investments is » Confirming the existence and valuation of all investments with
inancial Assets outsourced to Jarden and Mercer. investment managers at balance date through external
‘ tions,
e » Council's investments in Hawkes Bay Regional Investment conﬁ.m'm fons ) i
Company (HBRIC) amounted to $344m as at 30 June 2023. This » Obtaining and evaluating the ISAE 3402 reports of the investment
< investment is eliminated at group level as Council consolidate its managers and custodians to place reliance over the external
/ subsidiaries in line with accounting standards. confirmations regarding existence and valuation.
1 » HBRC has community loans receivable which amounted to $19.7m » On asample basis assgmd the valuation of direct investments to
e AR, at 30 June 2023. This is designed to support ratepayers transition externally sourced prices.
to energy efficient homes. The loans are repayable by a targeted » On asample basis veritying the community loans movement during
rates over 10-year period. the year to agreements with ratepayers and the levy of rates to
repay the loans.

» Investments in the Port through HBRIC, our procedure will include
reperforming the fair value calculation based on an externally
sourced share price and verification of shares held.

» Assessing the appropriateness of disclosures in accordance with

.. \maNCial reporting standards.
» Borrowing represents one of the main sources of funding for HBRC's We will carry out the following audit procedures regarding the
capital projects and debt levels change with the timing of planned capital Council's public debt and interest rates swaps:

Borrowing & Derivatives  Projects and the repayment profile. The total value of debt at 30 June ; . ot
" 2023 was $101m, The majority of cutstanding borrowing at 30 June » Obtain an understanding of debt faciity agreements

maintained in the year and reviewing the relevant debt facility
o« 2023 was through LGFA (579.8m), and Westpac ($3.1m). HBRC also had agreements indluding the process for managing drawdowns.
borrowing amounting to $16.7m from HBRIC at 30 June 2023. ) " .
- » HBRC continues to maintain interest rate swaps to manage the Council’s " Cons‘uder SR BCER an.d da?scflcahon S E0005. ) .
! exposure to interest rate fluctuations arising from borrowing activities. » Obtain an LGFA confirmation of the outstanding debt position
Contred Substantive The mark to market value of swaps as at 30 June 2023 amounted to an at year end.
asset of S2.1m. » Confirm derivative positions in place at year end and
» Apart from the LGFA borrowing, there are no financial covenants relating independently value a sample of derivative contracts,
to the either borrowing from the banks or HBRIC, » Review disclosures associated with the debt and derivative
» HBRC is also a guarantor of LGFA total debt, and financial reporting positions.
standards require the Council to recognise the fair value of the guarantee » Review the prudence benchmark measures relating to debt,
liability if it is material. interest levels and sustainability as required by legisiation.
» The Council is also responsible for preparing Reporting Certificates to the » We will also complete procedures required of us by the
Trustee in accordance with the requirements of the Trust Deed and we are debenture trust deed.
required to report to the Trustee with respect to the accuracy of the
reporting certificates.
((S}) EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 8
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Low Risk Focus Areas
s ® ©,

Audit Approach Areas of Audit Focus Background Planned Audit Approach
N
Expenditure, procurement » Appropriateness of Councillor and management In considering expenditure and procurement, we will perform the
and tendering expenditure is an area of interest to ratepayers, following:
» reviewing Council’s policies and procedures are adequate
L0 » Council's capital works procurement programme involves regarding the procedures for handling sensitive expenditure and
Contred Substantive significant cash flows and complex long term contract confiicts of interest within the organisation and policies are
management, consistent with best practice guidetines issued by the CAG in

2020.

* Are_qs of e:dpend:tgre such as travei, acc:)mfnoda;tnm, » Updating our understanding of Council's procurement and
training a “:,“""o can present oppor umts:s of contract tendering processes and testing on a sample basis
personal benefit (or perceived personal benefit), contracts procured during the year follow policies appropriately.

» Reviewing, on a sample basis, expenditure and credit card
statements of councillors and management and checking
expenditure is appropriate and in line with Council Policies.

) EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 9
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Digital Audit Approach

Your purpose built digital audit for now, next and beyond

Digitalisation is one of the most important drivers of transformation, especially in
these changing times. This is also an important transformationin the auditing
profession where it continues to be critical for entities to share trustworthy and
readily available financial information for stakeholders.

Data-driven Audit

In June 2022, EY announced an investment of more than USS1bnin new
technology, with a sustained focus on maintaining the highest-level of audit quality,
promoting confidence in business and the capital markets, and providing for a
scalable and right-sized audit that aligns with entities’ transformation agendas.

As the first 12 months of this four
was completed, EY released more than 20 new major Assur;
capabilities to integrate advanced technologies into one seamless platform and
drive transformation through the next generation of data access capabilities and
advanced analytics; Artificial Intelligence (Al); and an elevated user experience.
This transformationis supporting 500,000 EY professionals and external users,
powered by Microsoft Azure.

et

year assurance technology investment program

Y

With the EY Digital Audit analysing large or full sets of data from our clients’ data
population, we are responsive to the changing risk profiles of our clients. This helps
establish trust, not just in our clients’ financial reporting but also in the capital
markets as a whole.

m EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH
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Internal Control Environment

The primary responsibility for the design and operating effectiveness of the internal control
environment, including the prevention and detection of fraud and error, rests with those
charged with governance and management.

We obtain an understanding of internal control sufficient to plan our audit and determine the
nature, timing and extent of testing performed. Aithough our audit is not designed to express
an opinion on the effectiveness of internal control we are required to communicate significant
deficiencies in internal control to you.

Our assessment of internal controls covers:

» The control environment including entity level controls

» Council's risk assessment procedures

» The design and operating effectiveness of internal controls
» Monitoring of controls

Set out below is the level of control reliance we expect to achieve over the key financial
statement processes. There are areas where a substantive audit approach is more efficientor
effective. Where significant deficiencies in controls come to our attention, we will
communicate these to the Committee.

Assessing the Risk of Fraud

Our respansibility as the external auditor is to consider the risk of fraud and the factors that
are associated with it so as to provide reasonable assurance that the financial statements and
performance information are free from material misstatement resulting from fraud, However,
it is important to note that while our external audit work is not primarily directed towards the
detection of fraud or other irregularities, we will report any matters identified during the
course of our work.

When developingour Audit Plan we use professional judgement in determining whether a
fraud risk factor is present. We determine fraud risk factors in the context of the three
conditions generally present when fraud occurs (i.e., incentive/pressure, opportunity and
attitude/rationalisation).

~ Our approach to fraud risks are outlined below:

Understanding the organisation and the control environment - We will enhance this
understanding to provide a foundation for our risk assessment. Our understanding includes
the business model as well as external factors and internal factors, including the
governance and monitoring structures in place,

Process Identification of risks of material misstatement due to fraud - we will challenge risk
assessments in line with the current environment, applying the fraud triangle when making
_ these risk assessments, focusing on sources of fraud risk factors.
Financial statement close . /
tow | Responding to risks of material misstatements due to fraud - we will take into account our
‘ understanding of the entity’s business and its control environment, designing tailored

Expenditure and accounts payable / s responses to identified risks of fraud and evaluating the reliability of audit evidence
Payroll and related employee / obtained.
entitiements h

. Identifying and responding to fraud risks in an audit - We will apply data analytics to

enhance identification of and response to identified fraud risks.

Rates setting and collection raovid el

g Communicating our audit approach to fraud risks - We will discuss fraud risks with the

? audit committee including our approach to addressing those risks.

Infrastructure, PPE and Investment /
Property assets management o Communicating identified or suspected fraud - We will report any instances of suspected

> ; fraud to management and the audit committee in accordance with obligations under both

/ auditing and ethics standards.
Non-financial performance reporting ] Snmson
Other revenue - fees and subsidies , /
| _— N _— e - -
(= EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 11
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Your EY Team

We understand that our team is the most important element of your relationship with us.

Our team has been involved in the audit of Hawke’s Bay Regional Council for a number of years. This stability provides HBRC with
continuity, historical knowledge of your organisation and industry expertise. These combined factors enable us to focuson the
significant issues relevant to your organisation. Further we have incorporated experts from our specialists to assist us in
addressing the financial risks relevant to HBRC.

Throughout the audit process, David and Ahmed will attend the Audit and Risk Committee meetings and are available to meet the
Committee or the Council at any time during the year. David is available to meet with the Audit and Risk Committee Chair prior to
each meeting.

David Borrie

Lo ot pune

‘,\

Core Audit
Team

SPECIALISTS

Lara Truman

@ EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION
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Engagement Execution

Audit Report on
Annual Report &  Audit Report on Summary
Report on L Annual Report, and
. Control Findings | Debenture Trust Deed
Audit Report on ? reporting
HBRIC and Foodeast  vear Eng
¢ Ciosing
Auoi‘ Plan | Report
|
. .
Planning Interim Yt;a'r E:g Augit
ocedures
Procedures Procedures
@ EY Prepare
EY Fleldwork
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A. Independence

Independence is fundamental to EY as our ongoing reputation and success is
connected to our ability to meet both the Council’s and broader regulatory
independence requirements.

. " . : This scope of non
P ] . .
We have consistently complied with all professional regulations relating to audit services

auditer independence including those outlined in: provided to you will
be based upon both

» PES 1International Code of Ethics for Assurance Practitioners (including We will bring y
international Independence Standards) (New Zealand) « 4 differences inopinion the letter and spirit of .
b % to management and the current tules g
» Auditor General's (OAG) independence standards, ) W the Committee. # N\ governing auditor V4
We will adhere to # % Independence. 4/ We have no contlict of
Accordingly, we ensure that there are controls in place and actions taken on the independence \ 4 interest:
a reqular basis that mitigate any risks to our independence. requirements 0(;;"239 . e S— 4 » Allteam members
. will have personally
There are no matters that, in our professional judgement, bear on our comirmmm;nmr '
independence which need to be disclosed to the Committee, We wiil not provide independence
any prohibited »  We will adhere (o

strict confidentiality

We identify in the table the threats to our independence from the services we services. 4
W, requirements.

provide or relationships with the entity and the safeguards adopted to reduce
or eliminate those threats. We consider that our independence in this context
is @ matter that should be reviewed by both you and ourselves. It is therefore
important that you and your Council consider the facts of which you are
aware and come to a view. Should you have any specific matters that you
wish to discuss, please contact us.

We will comply with
all independence
legisiation and

EY, its Partners and
current service
team members do

uigelines.,. 4 A\
FEES PAID TG EY FOR NON AUDIT WORK 9 V4 \}\ not hold any
g "-;-\ financial interests in
Permitted service, Independent assurance 4 %, the Council,
Dedenture Trust Seif interest N 4 Y
N 3 services, Work required to be completed by y W
Deed Reporting threat he entity’s aucitor. f' \\51\
4 W
Because HBRC is a Public Interest Entity those charged with governance are required
to approve the provision of non-assurance services by HBRC's auditor. We have
agreed with those charged with governance that such services will be approvedon a
case by case basis.
m EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES page 15
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B. System of Quality Management

International Standard on Quality Management 1
(ISQM 1) overview

EY's approach to quality management

Professional and Ethical Standard 3 ("PES 37, whichis the NZ version of ISQM 1) is
applicable to all firms that perform audits and other similar engagements. As a result,
we are required to design, implement and operate a system of quality management
("SQM™) to provide reasonable assurance that:

» The firm and its personnel fulfil their responsibilities in accordance with
professional standards and applicable legal and regulatory requirements, and
conduct engagements in accordance with such standards and requirements

» Engagement reports issued by the firm or engagement partners are appropriate
in the circumstances

We are also required to monitor, remediate and annually evaluate the SOM as well as
communicate to those charged with governance how the SOM supports the consistent
performance of quality engagements. The following slides explain our approach and
the resuits of our most recent assessment.

Individuals with SQM roles have the appropriate experience, knowledge, influence and
authority, and sufficient time to fulfil their System of Quality Management roles and
are accountable for fulfilling their responsibilities.

Key roles within the SOM include:

» The Country Managing Partner: assigned ultimate responsibility and
accountability for the SQM by concluding on its effectiveness.

» The Country Assurance Managing Partner: assigned operational responsibility
for the System of Quality Management. This includes recommending the
System of Quality Management annual evaluation conclusion to the Country
Managing Partner.

» The Country Independence leader: assigned operational responsibility for
compliance with independence requirements,

» The Country Professional Practice Director: assigned operational responsibility
for monitering the SOM including concurring with or proposing changes to the
recommended SOM annual evaluation conclusion,

) EXECUTIVE SUMMARY

AREAS OF AUDIT FOCUS AUDIT APPROACH YOUREY TEAM ENGAGEMENT EXECUTION

EY is dedicated to delivering high-quality audits and
assurance engagements and serving the public
interest.

A

| Key'dements'of‘

EY's SOM_
Common
processes Commitment
policies, programs o conduct high-
technologles quality audits
organisation
Consistent quality
risks and responses

EY New Zealand is ultimately responsible for the design, implementation, and
operation of their SOM, and have the responsibility to:

» Evaluate policies, technologies, strategies, programs and baseline
elements provided to them, and

» Determine if they need to be supplemented by the firm to be appropriate
for use
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B. System of Quality Management (cont.)

SQM processes to support quality audits

* Provide relevant, rellable and timely
information about the design,
implementation and operation of the SOM
and & basis for the identification of
delticie esin the SOM
Monitoring activities Include monitoring
the entire M(e.g ingsSoOM
controls. internal ins tions ot
completed engagements, assessing Hirm

d personnel's compliance with ethical

juirements refate dependence)

It deficiencies ar ihed, they are

13 y action
Pian IS¢

evaluated lor effe

(D EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION

Risk assessment process

blishing quality objectives {based on
PES 3 requirements)
* Identifying and assessing qualily risks
* Designing and implementing responses

(including policies, technologies and key
trols)

* The annual evaluation conclusion
* 15 as of 30 June for all Member
Firms performing engagementsin the
scope of 5 3

* Considers the results of monitoring
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B. System of Quality Management (cont.)

SOM annual evaluation conclusion Effective

The annual evaluation conclusion for EY New Zealand is that that the objectives of the
System of Quality Management are being achieved as of 30 June 2023 and that they
support the consistent performance of quality audits and related engagements.

Note: In the context of the annual evaluation of the SOM, EY New Zealand refers to the following member firms performing audits or reviews of
financial statements or other assurance or related services engagements: Ernst & Young (partnership), Ernst & Young Limitedand Ernst & Young
Strateqgy and Transactions Limited.

m EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS AUDIT APPROACH YOUR EY TEAM ENGAGEMENT EXECUTION APPENDICES
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C. Focused on Your Future

Sector matters

Three year plan

m EXECUTIVE SUMMARY AREAS OF AUDIT FOCUS

Repistory

» Many councils are recovering from severe weather events that caused significant damage to local infrastructure
and affected community well-being.

» An Order in Council allows councils, HBRC included, that were most affected by the 2023 weather events to prepare
an unaudited three-year plan instead of a full LTP.
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EY | Building a better working world

EY exists to build a better working world, helping to create long-
term value for clients, people and society and build trust in the
capital markets.

Enabled by data and technology, diverse EY teams in over 150
countries provide trust through assurance and help clients grow,
transform and operate.

Attachment 1

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new answers
for the complex issues facing our world today.

yobal organization, and may refer 1o one of more, of the member firms

ol Limit rach of which Is 3 separate legat entity, Ernst & Young G
rantee, does not provide services

nal data and a description of the ric

avallable via ey.com/privacy. EY

re prohibited by local laws. For more information abos

w Zealand
All Rights
ED None
This report Is intended solely for the Information and use of the Risk and Audit Committee
other members of the Councll and senior management of Hawke's Bay Re wal Council, and
houid i any o 05e NO! O any other party withoutl our prior
consent m air IR 0 any ¢ ¢ party for any loss or Bability that t
party may suf! or incur ans 0 2iating . a y connected with the ¢
s this report, the provision of this report to the other party or the reflance upon this report b
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MANAGEMENT SYSTEM ASSESSMENT REPORT

Company:

Address:

Type of Assessment:

Management Representative:

Management System Standard:

Assessment Due Date & Frequency:

Actual Date(s) of Assessment:

Assessment Team:

Client No:

Registration No:

Report prepared by:

Report Technical Review by:

Non-conformances to be cleared by:

Report issued/version:

Scope Statement:

Hawkes Bay Regional Council

159 Dalton Street
Napier South
Napier 4110

New Zealand

Review Visit 2

Olivia Giraud-Burrell

1SO 9001:2015

3 November 2023

4 -6 December 2023

Billy Little

9378

2578

Billy Little

5/1/2024

13/12/2023 rev 2

Telarc.

The Mark of Success

12 - monthly

WPF No: 112512

Expiry: 21/12/2024

Cleared on: 13/12/2023

The provision of local government services to the Hawkes Bay Regional Council from the following teams:
Environmental Science, Environmental Information, Consents, Compliance and Harbourmaster and the
activities of the Works Group including Civil Construction, Asset, and Infrastructure Maintenance.

Telarc Management System Certification Programme ~ Assessment Report ~ this report may not be reproduced, except in full,

Iltem 8

Attachment 1

Commarcial in Confidence — © Telarc Uimited, 660-670 Great South Road, Ellerslie, Auckland, New Zealand, Ph: +64 9 525 0100 Email:
admin@talars.co,.nz
Hawkes Bay Regional Council Page: 20f23

Template issue 2/11/2022
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Telarc.

The Mark of Succens

ASSESSMENT OBJECTIVES

The purpose of this assessment was to determine the capability and effectiveness of your organisation’s
management system and commitment to ensure continual compliance with customer, statutory and
regulatory requirements; meeting its specified objectives; and conformity of the management system to
stated criteria, Where applicable the assessment identified areas for potential improvement of the
management system.

EXECUTIVE OVERVIEW

Assessment Outcome

This report reflects the findings of a review audit of the Quality Management System for Hawkes Bay
Regional Council. There have been no changes to the scope of certification since the last assessment and
the assigned ANZSIC codes remain relevant at this time.

The region was greatly affected by Cyclone Gabrielle in February 2023 and the Council has of course, been
at the centre of the recovery efforts. There were some concerns earlier in the year that this audit would be
affected by reallocation of resources; however, on balance the management system and its processes
remain intact and were observed to be operating quite effectively.

Aside from two minor non-conformances, and a small number of opportunities for improvement detailed in
this report; the evidence observed and the discussions with management and staff, supported the ongoing
maintenance of the management system in line with the requirements of the standard.

Process Manager (Promapp) continues to gain wider acceptance within the Council as the management
system structure develops and work has been undertaken to develop the Risk Management Program.

All activities assessed during this audit were observed to be appropriately controlled, with sufficient
evidence examined to demonstrate the effectiveness processes sampled.

Telarc Management Systern Certification Programme ~ Assessment Report ~ this report may not be reproduced, except in full,
cial in Confid: ~ © Telarc Limited, 660-670 Great South Road, Ellerslie, Auckland, New Zealand, Ph: +64 9 525 0100 Email:

admin@talarc.co.nz
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AREAS THAT REQUIRE ATTENTION

Non-conformances
Type: Minor
Observation: Inconsistencies were noted in the completion of Job Checklists at The Works Group. Itis

accepted that the unit will be moving to the new SEAMS platform, however, there are still a number of
live Jobs that will require completion using the manual forms.

Non-conformance:

Inconsistencies were identified in the retention of documented information required by the
organization, with respect to Job Sheet Checklists, to the extent necessary to have confidence that
the processes have been carried out as planned

Clause of the standard

SO 9001:2015 c8.1(e) - Operational Planning & Control

Approved action plan:

We have reviewed the system and reminded all involved of the process. So the tray of which is marked
‘Completed Projects (Walkover required)’ are waiting to be signed off by the scheme manager. Once
signed off they are passed on to the WG admin, attached to the corresponding Daily Job Report {DIR),
and filed. The step in the process of signing off has fallen behind and the Contracts Manager will drive
this to ensure this is completed in a more timely manner. We will also ensure that field staff are
reminded of their obligations to review and complete the checklist found on the back of the job start
sheet, this should firstly be filled in where possible by the manager issuing the job start sheet.

-

Actions taken:

Response Status: Minor NC - Actions to be taken as per approved action plan. Results to be reviewed
at the next audit. Certification can be continued.

Telarc Management System Certification Programme ~ Assessment Report ~ this report may not be reproduced, except in full,
Commarcial in Confidence — ® Telarc Limited, 660-670 Great South Road, Ellerslie, Auckland, New Zealand, Ph: +64 9 525 0100 Email:
admin@telarc.co.nz
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NC2. TELARC Non-Conformance

Type: Minor

Observation: It was noted that whilst non-conformances for the Works Group are captured in the
Hazmate System, there is no evidence of evaluation of Corrective Actions or its inclusion in the data
reviewed at the MRTM Quarterly Reports.

Non-conformance:
Non-Conformance and Corrective Action Information captured in the Hazmate System is currently
not included in the data analyses for the Quarterly Management Review Meetings.

Clause of the standard
150 9001:2015 ¢9.3.2 — Management Review Inputs

Approved action plan:

Monthly HAZMATE Reports to be captured by the Quality & Assurance Advisor, who will analyse data
and record non-conformances in the MRTM Report.

Actions taken:

Response Status: Minor NC - Actions to be taken as per approved action plan. Resulits to be reviewed
at the next audit. Certification can be continued.

Opportunities for improvement

o1

012

013

014

It was noted that the documented process governing the issuance of Dive Permits includes
options for the Harbourmaster to Audit the activity. Some consideration may be given to
maintaining records of any audits of compliance with Dive Permit Conditions.

Recent updates in processes around the approval of events in the regional waterways have yet
to be fully tested. The overarching plan appears sound and this will be reviewed in more depth
at the next audit.

It was noted that whilst there is a process in place to report and record all Process Improvements
and Non-Conformance, there is little evidence of its application, with only 2 identified by the
organization from the last two years. It is accepted that internal audit findings are captured as
Actions in Process Manager and The Works Group have their own reporting systems in Hazmate,
both of which are well used, however, there may be some reluctance to document non-
conformance, Consideration may be given to exploring this further, with a view to removing any
real or perceived barriers to reporting.

At present the version of the PINC forms and HAZMATE Template Forms used by the Works
Group do not prompt the recording of the results of Actions taken following a non-conformance.
The central PINC system is structured to ensure this information is collected, however the two
systems are operated in isolation of each other.
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RECOMMENDATION

The recommendation from this assessment, for the standard and scope detailed on page 2 of this report, is
that your certification continues once an action plan has been provided and accepted in regard to the
Minor Non-Conformances.

Assessment recommendations are always subject to the Telarc Certification Authority for review and final
decision.

AUDIT HISTORY

Actions taken to address issues from the previous assessment

NC1: Objectives for the Works Group have now been aligned with those of the other teams covered by
this certification in support of the Councils LTP and strategic direction.

NC2: Calibration Records at the Works Group were observed to be complete and current,

Conformance Data
This table summarises the performance of your system using the terminology of the Annex SL system:

Aspect\Audit Date 10/2020 | 09/2021 04/2022 12/2023
RV RA RV&Scope | RV

Context of the organisation (interested parties & scope)

Leadership (commitment, policy, roles & responsibilities);
Pianning (rnsks & opportunities, objectives, and plans);
Support (resources, HR -~ competency, awareness, comms, docs)

Operations — Product & Services (planning, control & records)

Performance Evaluation {monitor/measure, audit, review)

Improvement (including non-conformance & corrective actions)
Comphiance with certification conditions (cert mark, ST&C, etc.)
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SPECIFIC AUDIT INFORMATION

Context of Organisation & Leadership

Whilst there has been significant upheaval in the last ten months due to the effective of Cyclone Gabrielle,
the actual context of the organization has not changed appreciably.

The context remains understood in terms of the internal and external forces acting upon it and is outlined
in the Quality Manual Overview provided by the organization. Discussions with the management team
indicated an awareness of the needs and expectations of interested parties and of the strategies developed
to meet them. Ongoing feedback from interested parties continues through various meetings and policy
discussion groups.

The management system is well-structured and communicated via Process Manager (Promapp) and the
organizations Sharepoint System, Kdwharawhara. Issues have been ongoing with the migration to the
cloud-based system when a number of document links were severed. The organization is currently working
to reinstate these,

The scope of the management system is document clearly and outlines the services provided and the
boundaries of the system. Clause 8.3 of the standard (Design & Development) is deemed not applicable and
acceptable justification for this is documented,

The organization continues to experience a high level of staff churn; however, this appears to be settling.
The scope of this certification is narrow with respect to the Regional Councils overarching activities;
however it is noted that many of the systems and processes adopted by the certified entity are gaining
wider acceptance throughout the organization.

The organization utilizes a number of software platforms, (IRIS, Hazmate etc.), however, Process Manager is
the central repository of system information. Process Manager is designed to clearly demonstrate the
interrelationships between the various processes of the organization.

The commitment of the Leadership Team was demonstrated throughout the assessment through
attendance at the open and closing meetings and through their participation in the audit.

There is a quality policy in place and a signed Policy Statement iterating the organizations commitments.
The policy is readily available and is posted throughout the organization.

Sources of evidence/audit trails

Discussions with Management

Observations throughout this Assessment

Process Manager Platform -~ Observed

Context of the Organization v4 - Current

Quality Management Policy (CD0025) - 21/9/2023

Quality Statement - 28/9/2023
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Planning
The risk and opportunities management program has continued to evolve and has been developed in line
with ISO 31000, The organization has identified 26 Enterprise Risks, referring to them now as
“Uncertainties”. The application of bowtie methodology has provided significantly greater depth to the
analysis of these uncertainties and considers the perception of risk from a number of interested parties,
allowing a more structured approach to the development of mitigation plans,
Quality objectives have been documented for each area covered by the scope of this certification and these
have been developed to support the HBRC Long Term Plan (LTP). This LTP is publicly available and provides
the high-level strategic direction of the organisation. The Quality Objectives are maintained in Process
Manager, along with action plans, responsibilities, and timelines for completion. Programmed quarterly
reporting actions have been assigned in Process Manager to track progress. It was noted that Consents had
yet to enter their final objectives into the tracking system.

Sources of evidence/audit trails

Risk Management Policy (CD0023) - Draft

Risk Management Planning - 21/11/2023

Risk Dashboard — September 2023

Example Analysis of Uncertainty (Effectiveness of Communications & Engagement) - 21/11/2023
HBRC Long Term Plan— 2021 to 2031 (HBRC website)
Quality Objective 2023/2024:

10 1406 (Catchment Operations) — October 2023

10 1407 (Quality) = October 2023

10 1408 (Environmental Science) - October 2023

10 1409 (Environmental Information) = October 2023
10 1410 (Consents) = Draft

10 1411 (Compliance) = October 2023

10 1412 (Harbourmaster) — December 2023

Support

The use of Process Manager (Promapp) has significantly widened since the last assessment, with
comparatively more engagement observed than that of last year. Discussions with staff indicated greater
knowledge of the system and its processes and the need for structure,

Internal and external communications were examined throughout this assessment, including meeting
minutes at various levels, email, and briefing documents, made available via the organization’s website and
various information management platforms. The council at large, have a communications department, used
by all other areas of the organization to disseminate information to the general public and media as
required.

All areas visited during this assessment were observed to be well-maintained and in acceptable order.
Equipment was appropriately located and in good order and evidence of the use of E-Roads for the tracking
of vehicle servicing and registration was verified at the Guppy Road location for the Works Group. It was
indicated that maintenance plans were based on equipment manufacturers recommendations,

Calibration Records for the Works Group were maintained in the Hazmate System and were observed to be
current.

On balance, documentation was observed to be appropriately controlled, predominantly via Kdwharawhara
and Process Manager. Information presented was date or version controlled and accessible to all staff at
point of use. Process ownership is assigned and automated reminder facilities in Process Manager ensures
reviews are carried out at appropriate frequencies.
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Sources of evidence/audit trails
Discussions with Managers
Discussions with Staff
Observations at Each Location
Software Platforms — Demonstrated
E-Roads — Demonstrated
Asset Alerts (Calibration & Maintenance) Hazmate — Current as of 5/12/2023

Operations — Compliance (Monitoring, Pollution & Enforcement)

Time was spent with members of the Compliance Team discussing both Rural and Urban compliance
monitoring activities. The processes employed with respect to consent monitoring were explained and the
allocation of work was verified. Consents are assigned to an officer and relevant conditions are
communicated. A Regime is set up in IRIS to consolidate consent condition requirements, identifying those
requiring officer involvement. This information is used in the development of compliance monitoring plans
for the coming year. The processes were demonstrated and the central plan was confirmed.

The identified consent conditions were loaded for each consent and site visits had been planned
accordingly. Records of visits and subsequent reports were verified in IRIS. All reports generated are peer
reviewed prior to release. A selection of entries was sampled and records verified.

Any issues arising can result in enforcement action, abatement notices etc. and this decision is made by the
Enforcement Decision Group.

Power Bl is used to monitor work allocation and team meetings are held to discuss workload and
performance.

A 24/7 complaints hotline is provided to allow members of the public to report any environmental issues
(e.g., unconsented discharges, fires etc.). The Pollution Hotline triggers immediate activity, with on-call
responders available at all times.

A request is triggered in IRIS and issued to a Warranted Officer. A number of examples were discussed
showing the initial Request for intervention, incident logging, initial scene attendance and investigations,
subsequent reporting, and escalation to the Enforcement Decision Group where appropriate. All
information was centrally retained within the IRIS System.

Sources of evidence/audit trails
Discussions with Team Members
Consent Allocation Document = Observed
Compliance:
Task Dashboards - Observed
IRIS System & GIS facility — Demonstrated
Seasonal Scheduling — Discussed
AUTH124078-01 (Expiry 1/11/2024) - Conformed
AUTH124075-01;
e Monitoring Action (Site Visit) ~ 8/2/2023
* REGACT 113275 (OBS 25772020) — Observed
AUTH116980-03:

e OBS 257748 -29/8/2023

REGIME 3084, AUTH123601-03:

0BS25775346 (Reime Activity 113355) — 24/10/2023
Report - 24/10/2023

0BS25775346 - 24/10/2023
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Identified Non-Compliance (AUTH12541001):

e 0BS25775378 - 26/10/2023

e ENF20915 - 27/10/2023

Weekly Team Meetings — 16/10/2023 & 30/10/2023
Pollution & Enforcement:

e REQ-25681-20/11/2023

e Previous REQ 25398 - 8/8/2023

e Previous REQ 241843 - 9/7/2022

REQ23533:

Responded - 25/11/2023.

Escalated to Enforcement Decision Group —7/12/2021,
ENF 20509 - 18/12/2023

EAC-20751 - 18/12/2023

REQ25706:
e ADG Meeting Minutes - 28/11/2023
e ENF-20929 - Verified

REQ25680:

ENF-20931 - 28/11/2023
AUTH128983-01:

ENF-20961 - 24/11/2023

EAC-21250 - Verified

Infringement Notice Issued - 29/11/2023.

Operations — Works Group Activities

Typically, the Business Unit, operates as an internal contractor, carrying out construction and maintenance
activities on behalf of the Council with regards to the various Catchment areas in the region. These
activities are wide and varied and include (but are not limited to) the following:

Maintenance Work in the various river catchment areas, Mowing Stop banks, Spraying for Plant Pests,
clearing waterways of weeds etc. Scrub Barring, Tree Clearing, some chainsaw and tree Felling work,
clearing Flood Control Channels, maintaining the 20+ Storm Water Pump Stations in the region, maintaining
fences and public access areas of rivers and maintaining Regional Parks.

The Works Group also has a Qualified Drainlayer and Drainage Crew amongst its ranks, operating
excavators and replacing culverts and drains and constructing pathways and boardwalks.

As can be expected the Works Group have been greatly utilized in the recovery work following Cyclone
Gabrielle, The focus since February's unprecedented event has been one of repair and response.
Discussions indicated that there has been some shift in the last 6-weeks to a more “Business As Usual”
state.

The activities of the Works Group have now migrated to the Process Manager System and at the time of
this assessment there had been little change in the manner in which works was allocated and coordinated.
However, discussions indicated that there was an imminent move to be made to the new SEAMS asset
management system),

The program of work is contractually agreed each year and an array of spreadsheets developed to aid in the
coordination of resources. The Asset Maintenance Contract was verified for 2023/2024 and the schedules
of work were verified.
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The operational planning and service delivery aspects of the Works Group were verified. Activities are
broken down into Committed and Non-Committed work. The former is a contractually agreed work plan
between the Hawkes Bay Regional Council Asset Management team and the Works Group. The latter is
made up of requests for work from not only the Regional Council but for a number of other external clients
in the region (including various District Councils). As indicated earlier, the impact of the Cyclone has had a
marked effect on the volume of such reactive work undertaken.

The development of work schedules was verified and the Annual Program observed for the various aspects
of work to be undertaken. Daily Job Reports were sampled and verified against their respective work plans.
Job Numbers, issued via the Tech 1 system are used to track activities and to ensure these are correctly
billed. Inconsistencies were noted in the completion of Job Checklists at The Works Group. It is accepted
that the unit will be moving to the new SEAMS platform, however, there are still a number of live Jobs that
will require completion using the manual forms. (NC-1)

The Works Group continue to use the Hasmate system to report all incidents, near misses etc. It is also used
to capture Complaints, quality issues, improvement ideas and non-conformances (PINCs). Whilst the
process is applied consistently, flaws were noted in the links between its application and the central
reporting system of the organization. It was also noted that the Hazmate System does not allow for the
recording of the results of any correctives action taken. These issues have been discussed elsewhere in this
report.

The Hazmate System is also used to capture maintenance and calibration data. Records were sampled and
cross checked against certificates held on file.

Due to the weather and timing of this assessment a site visit was not possible. This will be carried out at the
next assessment. However a full tour of the facilities was provided, with no obvious issues noted.
Communication boards were observed. Access to IT equipment (Computers) was verified. Screens were
also observed displaying schedules of work.

Sources of evidence/audit trails
Discussions with Management Team
Observational Tour of the facilities
Asset Maintenance Contract 2023/2024 -3/7/2023
Annual Programs 2023/2024:
Weeding
Drain Spraying
Reach Mowing
Beach Raking
e Program for Hawkes Bay Cycle Trails — 2023 to 2024
Daily Operations Board - Observed
Work Schedules - Observed
Channel Maintenance Haumoana Area 5-7/11/2023, 10/11/2023 & 15/11/2023
Drains Flat Mowing 2023/2024 - 24/6/2023, 26/10/2023 & 31/10/2023
Tutaekuri-Waimate Area 8 (Daily Job Report) = 5/10/2023 to 12/10/023
Works Authority Database - Observed
WP001004 (Large Scour Raupare)
Job No. 1004206
WA No 6206
Sampled Jobs:
e 1004778-27/11/2023
e 1001727-20/11/2023
s 1004794 -14/11/2023
e 1004789 — November 2023
e 1004792 - November 2023
E-roads System Observed
Hazmate Platform - Demonstrated
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Calibration Records — See Support Section of this report.
PINC Completion - See Improvement section of this report.

Operations — Harbourmaster

The Harbourmaster is responsible for the safe operation of all coastal waters (and most navigable inland
waterways) within the Council’s area of jurisdiction (from Mahia in the north to Porongahau in the south
and all coastal waters between).

The Harbourmaster is charged with working closely with Napier Port and other users of the waterways to
ensure all safety standards are maintained and legal obligations are met. Access to software platforms and
reporting mechanisms was verified,

Allincidents are captured in IRIS and results of investigations are uploaded to support the reports. Noted
examples discussed included the issuance of a Harbourmaster’s Directive for a vessel for a failed inspection
of Steering Gear, following a report from the Marine Manager. Concerns were communicated to the vessel
owners and actions for rectification were presented.

A second example was for an incident involving dangerous marine activity, when a small recreational vessel
crossed the path of a container ship in the shipping lane. The event was captured on video and logged into
IRIS. The Enforcement Decision Group decided that prosecution was in order after obtaining legal counsel.

In addition to the above, the Harbourmaster is responsible for issuing permits for work undertaken within
the port. The processes for the issuance of Dive Permits were verified. it was noted that the documented
process governing the issuance of Dive Permits includes options for the Harbourmaster to Audit the
activity. Some consideration may be given to maintaining records of any audits of compliance with Dive
Permit Conditions. (Ol - 1)

The Harbourmaster’s Office is also responsible for the monitoring of activities on the waterways and is to
be informed of any planned activities within their jurisdiction. Responsibilities include the reviewing of
impact, assessing risks and verifying that appropriate plans for mitigation are in place. Recent updates in
processes around the approval of events in the regional waterways have yet to be fully tested, The
overarching plan appears sound and this will be reviewed in more depth at the next audit,

(01-2)

Continuous improvement in the accessibility of documentation and records was observed and there is
greater application of Process Manager (Promapp).

Sources of evidence/audit trails
Discussions with Deputy Harbourmaster
IRIS System — Observed
REQ25368:
* Incident Occurred 30/7/2023.
e REQLogged in IRIS - 4/8/2023.
Process for Issuing Permits v5.0 — Observed
SAI 360 System (Napier Port) = Demonstrated
GIS Map Showing Dive Permits Issued —~ Observed
Dive Permit DP2023-17:
e Permit Request Email - 5/10/2023
* License of Dive Supervisor Confirmed (06432 exp October 2026) — Observed
* Shipping Plan Checked ~ Confirmed
* Permit Issued for 20/11/2023,
Maritime Events Approval Process v.30.0 - 4/12/2023
Event Online Application —4/11/2023
Event Management Plan — Observed
Event Safety Plan — Observed
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Operations - Environmental Information & Data Management

The El Team operates under the direction of the ICM Group and comprises of the Field Technical
Operations and Data Management and Innovation. This assessment focussed on the collation, quality
grading and management of data only. It was noted that this team had developed a Departmental Vision
and Mission Statement and were in the process of developing further goals.

The reports and recommendations from Environmental Scientists are used to inform the development of
the sampling programs. Field Service technicians are responsible for the practical application of the
sampling and testing programs based on National Environmental Standards and scientific
recommendations; sampling plans are then developed and initiated. It is the data collected from this
sampling and the array of telemetered information which is then uploaded into the various local and
national databases at the disposal of the HBRC.

Time was spent in the department reviewing the various activities carried out and verifying the handling of
data from a selection of sources. The accuracy of the data is core to any subsequent analyses carried out
and all data received is screened and quality assessed based on National Environmental Standard Coding
Practices. Each data entry is quality assessed and coded, effectively ranking its “usefulness” in subsequent
studies.

Once coded, the data is made available for application by the Environmental Science Teams. It is from this
data that the State of the Environment can be determined, future modelling can be developed and policy
decisions can be made,

Sources of evidence/audit trails
Discussions with Staff
Project 41501-Site IDS Esk River:
e Puddle Database - Observed
Lab XML File Received from Filed Metadata
Sample Event - 20/4/2023
Data Verification - 10/5/2023
Lab-Reports (XML Version) — Filed
e Request for Surface Water & Ground Water Quality Data - 13/9/2023
Telemetered Data Collection:
e Hydrotel Platform — Observed
Raw Telemetered Data — Presented
Hilltop System — Demonstrated
Quality Coding — Demonstrated
Evidence of Technicians Comments on Data - 25/5/2023 & 30/6/2023
Outlier Reports to Science Teams — As required,
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Operations - Environmental Science (Hydrology & Group Water, Freshwater Quality & Ecology)

Operating within the Integrated Catchment Management {(ICM) Group, the role of the Environmental
Science Section is central to the organization, Sessions were held with the Section Manager and with
representatives from Hydrogeology and Freshwater Ecology to discuss their roles and responsibilities with
regards to investigations into the state of environmental resources, and providing information used
influence and develop policy in the Hawkes Bay Region. The ES Teams are also actively involved in
assessing resource consent applications where required, and in the development of responses following
compliance incidents. As might be expected, the ES teams have been heavily involved in Post Cyclone
efforts to determine impacts which may take years to manifest,

In each session, examples were present to support the allocation of project specific tasks, the review,
analysis and interpretation of data and development of reports, upon which future policy is determined.
Discussions with Hydro/Ground Water Representative centred around a project focussed on developing an
updated flow and quality model for the Ruataniwha. The new model will provide live data and is being
developed in collaboration with a number of agencies worldwide,

Freshwater Ecology and Marine/Coastal were merged as a department 6-months previous to this audit, An
overview of the changes was provided along with the projects currently underway. Focus is on the SOE
Reporting on the identification of target species, the development of sampling plans to support the projects
developed to meet the Long-Term Plans of the region.

Sources of evidence/audit trails

Discussions with Manager

Discussions with Representatives of each Team

Operational Plans (ES) = July 2023

Role of Section & Structure — Observed

Section Program Aligned with Strategic Plan.

Legislative Drivers - Identified

SOE Published — 2022

Section Meetings - 8/6/2022, 29/8/2022, 13/12/2022 & 4/3/2023
Post Cyclone Project Planning Sampled:

e Estuary -17/4/2023

* Marine Sediment Quality - 13/4/2023

* C(Coastal Sediment Quality - 11/4/2023

e Sediment Hydrodynamic Quality - 12/4/2023
Hydro/Groundwater Project 20220210:

e Project Brief (Current) = 10/2/2022
References (Hyperlinked) - February 2022
Roles & Responsibilities — Confirmed
Project Organization Chart = Current
Status Report (202305) - 29/5/2023
Status Report (2022306) - 13/6/2023

Meeting Minutes —23/6/2023
Meeting Minutes FWQE - 30/10/2023, 6/11/2023 & 4/12/2023
Sampling Protocols v21.0 (Process Manager) - Current

Telarc Management System Certification Programme ~ Assessment Report ~ this report may not be reproduced, except in full,
C cial in Confid: ~ ® Telarc Limited, 660-670 Great South Road, Ellerslie, Auckland, New Zealand, Ph: +64 9 525 0100 Email:
admin@®telarc.co.n
Hawkes Bay Regional Council Page: 140f 23
Template issue 2/11/2022

Item 8 External Audit Report - 1ISO 9001-2015 certification Page 82

Item 8

Attachment 1



External Audit Report - ISO 9001:2015 Annual Review Attachment 1

Telarc.

The Mark of Sucoess
Performance Evaluation (Measuring & monitoring/Internal Audit/Management Review)

Quarterly performance reports are captured in Power Bl from a range of platforms around the
organization. This allows the extraction of information for discussion at the Quarterly Management Review
Team Meetings. Outputs from this sessions are captured as Actions in Process Manager, allowing their
tracking to completion.

It was noted that whilst non-conformances for the Works Group are captured in the Hazmate System, there
is no recorded evidence of the results of Corrective Action or the inclusion in the data reviewed at the
MRTM Quarterly meeting or in supporting reports. (NC - 2)

Quality Objectives are captured and tracked in Process Manager with scheduled quarterly review activities
calendarized. Again, these are tabled for discussions at the Quarterly MRTM, Management review meeting
minutes were sampled and all inputs were appropriately considered.

Internal Audits are carried out to a pre-determined schedule by auditors independent of the processes
under examination. The audits are programmed and tracked in Process Manager and all findings are
captured as Actions on the platform. The organization has identified 28 processes as high-risk and these are
audited at least annually. As of 1/12/2023 only five audits were flagged as overdue. This is exceptional
given the time lost over the last ten months, A selection of completed Internal Audits were observed, no
concerns were noted.

Sources of evidence/audit trails

Discussions with Management

Power Bl Quarterly Report — Q4 2022/2023 & Q1 2023/2024

Management Review Outputs — 28/7/2023 & 31/10/2023

Internal Audit Schedule — Observed

Internal Audit Records — 24/8/2023, 9/10/2023, 16/11/2023 & 24/11/2023

Improvement (Complaints/NC/Ol)

Process Improvements and Non-Conformances are captured in the Process Management System and their
use is described in the Process Improvement Non-Conformance (PINC) Procedure.

The process is well structured and allows for the recording of issues, actions, and the results of actions in
order to ascertain their effectiveness.

It was noted that whilst there is a process in place to report and record all Process Improvements and Non-
Conformance, there is little evidence of its application, with only 2 identified by the organization from the
last two years. It is accepted that internal audit findings are captured as Actions in Process Manager and
The Works Group have their own reporting systems in Hazmate, both of which are well used, however,
there may be some reluctance to document non-conformance. Consideration may be given to exploring
this further, with a view to removing any real or perceived barriers to reporting. (Ol - 3)

Complaints are received direct to a central Council function as “Feedback”. Trends are tabled for discussion
and MRTM and where necessary, there is the opportunity to escalate these to the PINC system and track
actions to completion. However, there are no recent examples available to verify this.

At present the version of the PINC forms and HAZMATE Template Forms used by the Works Group do not
prompt the recording of the results of Actions taken following a non-conformance. The central PINC system
is structured to ensure this information is collected, however the two systems continue to be operated in
isolation of each other. (Ol - 4)

Sources of evidence/audit trails
Discussions with Management

Process Manager System — Demonstrated
Hazmate System Report — Observed
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PINC:
e QMS003~-1/11/2023

Works Group PINC (Hazmate):
e 740-14/9/2023
e 888-14/10/2023
e 892-2/11/20023
e 898-16/11/2023

ASSESSMENT OPENING & CLOSING MEETING

The assessment commenced with an opening meeting and concluded with a closing meeting. The
objectives of the assessment and the subsequent findings were discussed and questions answered,

Telarc.

The Mark of Success

Attendees
Attendee Name Role Opening | Closing
lain Maxwell ICM Group Manager v X
Katrina Brunton Policy & Regulation Group Manager v v
Olivia Giraud-Burrell Quality & Assurance Advisor v v
Helen Marsden Risk & Corporate Compliance Manager v v
Chris Dolly Group Manager AMG v v
Billy Little Assessment Coordinator v v

Telarc Management System Certification Programme ~ Assessment Report ~ this report may not be reproduced, except in full,

Commarcial in Confidence — ® Telarc Limited, 660-670 Great South Road, Ellerslie, Auckland, New Zealand, Ph: +64 9 525 0100 Email:

admin@tlarc.co,nz
Hawkes Bay Regional Council

Page: 16 0f 23

Template issue 2/11/2022

Item 8 External Audit Report - 1ISO 9001-2015 certification

Page 84

Item 8

Attachment 1



External Audit Report - ISO 9001:2015 Annual Review

Attachment 1

Telarc.

The Mark of Sucoess

REPORT CONSIDERATIONS

Have there been any deviation from the original No

assessment plan or any significant issues impacting

the client and its operation?

Have there been any significant changes that affect Yes Cyclone Gabrielle had some impact on

the management system of the dient since the last the systems application; however, this is

audit took place? recoverable.

If the audit was more than one programme, was it N/A Single

conducted as a combined or integrated audit? Program

Was the organization effectively controlling the use Yes

of marks and/or any other reference to certification?

Does the management system of the organization Yes

continue to meet the applicable requirements and

meet the expected outcomes?

Does the scope of certification continue to be Yes

appropriate to the activities/products/services of

organization?

Were the objectives of the visit as defined in the Yes

Audit Programme/Plan fulfilled during the visit?

If ISO 45001 Safety standard being audited, N/A

management legally responsible for occupational
health and safety, are to attend the closing meeting.
Justification in case of absence shall be recorded.
Ref IAF MD22 G9.4.7.1 Justification for key
personnel non-attendance at Audit Closing Meeting
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NEXT ASSESSMENT

It will be a Revalidation Assessment (RA) during which all elements of your system will be reviewed. Before
the date of the assessment you will be sent an audit plan but a level of flexibility can always be
accommodated and we can include any specific area, which you would like us to cover in greater detail.
This can either be arranged prior or agreed on the day.

ASSESSMENT PLANNING

}
|
i
i

S—
Arvsticaton 14t Review
Pranary Processes Lncations o Dy | St esie ) ":"‘:_‘ Anevment At rorad] Loz,
st Frcn e 10 " S = -3 g
Beguimony Grtng : = - =
)
Complioncs z - - kd
Tuig Jarvens $te Vi) = = =
Duts managunent
::nl&m&unuﬂu l' gule facitity »® - . .
Location: Hawkes Bay Regional Council
Day1 Assessment meetings +
functions/process/areas/shifts s s
Entry meeting, changes and
confirm assessment plan
Actions for previous Non-
conformances

Changes in organisational context,
interested parties, their needs, and
expectations

Leadership, policies, risks and

opportunities, Responsibilities and
Authorities

Planning and objectives
Managing Change

Lunch

Complaints and Feedback

System controls ~ internal audit,
NC & Corrective Action

Document Control

Summary of day one meeting (~15
minutes)
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Location: Hawkes Bay Regional Council

Day2

Assessment meetings +

functions/process/areas/shifts Fakon:

Times

Brief Meeting ~ Discuss Program

Regulatory Group Management
Meeting - Discuss any changes,
improvements etc.

Harbourmaster ~ Site Visit and
Review of Documentation

Lunch

Consent Processing

Compliance Monitoring

Pollution response

Summary of day two meeting (~15
minutes)

Location: Works Group, Guppy Road & Site Visit

Day3

Assessment meetings +

functions/process/areas/shifts Persoms

Brief Meeting — Discuss Program

Discuss any changes,
improvements etc.

Overview of Contract and Planning
of Committed Work

Operational Site Visit

Management of Reactive
(Uncommitted) work

Observational Tour

Training, Awareness & Competence

Maintenance and Calibration
Activities

Management of Non-Conformity &
Control of non-conforming Outputs

Outsourcing and Contractors
Selection & Monitoring

Summary of day three meeting
(~15 minutes)
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Location: Hawkes Bay Regional Council

Day4

Assessment meetings +
functions/process/areas/shifts

Persons

Times

Brief Meeting ~ Discuss Program

Procurement and Supplier
Monitoring

ICM Group Management Meeting -
Discuss any changes,
improvements etc.

Hydrology/Hydrogeology

Lunch

Land Science

Marine & Coastal

Freshwater & Ecology

Air Climate

Summary of day four meeting (~15
minutes)

Location: Hawkes Bay Regional Council (0.5 Days)

Day5s

Assessment meetings +
functions/process/areas/shifts

Persons

Times

Competency training records and
appraisals

Water Quality and Ecology (WQE)
Including Sampling operations and
equipment Maintenance

Data management and innovation

Auditor gathers notes

Pre-exit Meeting discussion

Exit Meeting (~30 minutes)

Auditor departs and completes
report off-site
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BACKGROUND INFORMATION

This report relates to the assessment undertaken by Telarc to determine the status and level of compliance of the management
system against its internal requirements and those of the nominated Standard/s and scope indicated at the beginning of this
Report. Unless stated otherwise this assessment covers a sample only of the management system.

The assessment was carried out in accordance with internationally recognised management system auditing practices defined in
1S0 17021 and is subject to Telarc Limited (Telarc) Standard Terms and Conditions available from www.telarc.co.nz, In particular
compliance with all legal requirements, including those relating to the Health and Safety at Work Act, is the responsibility of your
organisation. Any comment refating to legal requirements, such as Health and Safety, does not represent an exhaustive report on
your comphance with such legal requirements.,

Please note that this report is subject to independent review and approval. Should changes to the outcomes of this report be
necessary as a result of the review, a revised report will be issued and will supersede this report. The report is in two sections:
Executive Overview

This section gives a brief summary of the assessment including comments regarding system compliance (strengths), weaknesses,
opportunities for improvement and instances of non-conformance that require correction.

Specific Audit Information (including the detail of any findings that require action)

This section identifies the key aspects of your system; and the operational processes, sites and activities which have been assessed;
comments positively on aspects; and summarises any instances of major and minor non-conformance, and any opportunities for
improvement that have been identified.

Please read this following section as it includes instructions for responding to this report:

Please note: Follow-up activities may incur additional charges.

Definitions and action required with respect to assessment findings

Major Non-Conformance:
Based on objective evidence, the absence of, or a sgnificant fadure to implement and/or maintain conformance to requir ts of the applicabl
standard, Such issues may raise significant doubt as to the capability of the management system to achleve its intended outputs,

NOTE: The “applicable Standard” is the Standard which Telarc are issuing certification aganst, and may be a Product Standard, a management system
Standard, a food safety Standard, or another set of documented criteria.

Action required: This category of findings requires Telarc to issue a formal NC; to receive and approve client's proposed correction and corrective
action plans; and formally verify the effective impl tation of pl d activities, Correction and corrective action plan should be submitted to
Telarc as required. Follow-up action by Telarc must ‘close out’ the NC or reduce It to a lesser category within 30 days or as otherwise agreed with the
Assessment Coordinator for recertification assessments,

If significant risk issues (e.g. safety, environmental, food safety, product legality/quality, etc.) are detected during an assessment these shall be
reported immedistely to the Client and more immediate or instant correction shall be requested. If this is not agreed and cannot be resolved to the
satisfaction of Telare, immediate suspension shall be rec ded.

In the case of an already centified client, fallure to close out NC within the time limits means that suspension proceedings may be instituted by Telarc,

Follow-up activities may incur additional charges.,

Minor Non-Conformance:
This is & non-conformity that does not affect the capability of the management system to achieve the intended results,

Action required: Telarc requires the client to formulate a corrective action plan for approval at the time of the assessment and will follow up the
client’s corrective action at the next plamned assessment. Lack of dient attention to such issues implies that a corrective action system is not working
effectively and could result in & Major NC being raised later.

Opportunity for Improvement (Ol):
A documented statement, which may identify areas for improvement however shall not make specific recommendation(s).
Action required: Client may develop and implement solutions in order to add value to op: s and agement systems, Telarc is not required to

follow-up on this category of assessment finding.

TELARC TRAINING & SUPPORT SERVICES
Training courses: https://telarc.org/training-and-courses

General information: info@telarc.co.nz

Customer services call free on 0800 004 004
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TELARC USE ONLY
CLIENT CHANGES & CERTIFICATION RECOMMENDATION FORM

COMPANY NAME Hawkes Bay Regional Council
DIVISION (if Applicable)

ACTION AREA: CHANGES REQUIRED:

SCOPE OF CERTIFICATION

Goods or services supphied under the control of the
management system constituting the applicant’s scope
of certification.

CLIENT DETAILS
Contacts, client addresses, site details, etc. updated

NB: Accounts need to be advised of changes in client No Change
details, contact and address details for updating
accounts records.

COMPETENCY CODES
Competency classification code assigned to client.

4121M Road and Bridge Construction

No Change

3702M Sewerage and Drainage Services No Change
4113M Non-Residential Building Construction
42511 Landscaping Services

8113M Local Government Administration

NUMBER OF PERSONNEL
Record the number of personnel at each site visited. 117
Update number of personnel in ELK if required:

AUDIT FREQUENCY

NB: Changes in audit frequency need to be approved
by the appropriate Programme Specialist or
Management Team,

No Change

AUDIT TIME AND/OR SAMPLING

Changes in audit time or site sampling need to be
updated in the audit planning calculator and reflected
in the Elk fee profile.

COMPLIANCE STANDARD
Advise changes to the standard or opportunities for No Change
extending scope or programs,

No Change

OTHER CERTIFICATIONS HELD OR PLANNED No Change
RECOMMENDATION & DECLARATION To be completed by Assessment Coordinator

| confirm that the organisation has been assessed in accordance with Telarc policies and procedures for compliance with the
nominated standard(s); that all instances of Non-Conformance reported have been either resolved (Major) or that appropriate
action plans (Minor) have been approved and any other registration conditions resolved.

| declare that |, and so far, as | am aware, the audit team, have no conflict of interest nor have | or they acted as a consultant for
this client in the last two years. | also confirm that |, and so far, as | am aware all members of the audit team, have not been
subject to an approach to accept a bribe or other attempt to influence the results of this audit or the contents of this audit report,
nor has anyone asked for or solicited any bribe, gift, or other material benefit in order to alter the findings of this audit report.

| therefore recommend that registration be continued, granted, or transitioned.

Assessment Coordinator: Billy Little Date: 13 December 2023
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For IA, RA, scope extensions, and scope reductions, email Manager - Certification to request an independent Review for the
certification or recertification decision. When any major nonconformity has not been resolved and the recommendation is to
suspend or the withdrawal of certification, do not sign the above but e mail the Manager-Certification to request an independent
review to determine whether certification can be maintained
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Hawke’'s Bay Regional Council
Internal Audit Data Analytics

October 2023

2023 HBRC Data Analytics Report _v_FINAL_AZ

Audit / Tax / Advisory

Smart decisions. Lasting value.
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Data Analytics Hawke's Bay Regional Council 3

1. Executive Summary

1.1. Objectives and scope

The objective of this assignment was to perform the specified tests per the 2023 Scoping Document to detect
suspicious transactions and master data. The testing areas were payroll and accounts payable payments
and master data.

The transactional data testing included transactions during the period 1 July 2022 to 30 June 2023 with the
master data testing as at the date of extraction which was 18 September 2023.

The data analysis work did not include assessment of the respective internal controls within the business
processing areas and was limited to factual reporting of identified data anomalies as per the specified tests
undertaken.

Completion of the specified tests was subject to the availability of data from the Council's systems. Tests
where the data was unavailable are indicated in the results where applicable.

1.2. Results

This report includes a summary of the results of the payroll and finance application data testing. The results
are presented in three sections:

* Accounts payable master data and transactions

« Cross matching of data between accounts payable and the payroll system

« Payroll master data and transactions

We have provided management with an Excel workbook containing the results for each area. Each Excel

workbook includes a summary results table with risk indicators and recommended actions and the detailed
tfransactions and master data records identified through completion of the specified tests.

1.3. Basis and use of report

This report has been prepared in accordance with our 2023 Scoping Document, subject to the limitations set
out in the Appendix - Basis and Use of the Report.

1.4. Risk indicators

Each test result has been given a risk indicator. The risk indicators were determined based on a subjective
determination of the likelihood of the results containing fraud or error and the potential materiality of any
fraud or error identified. The indicators are as follows:

L =Low
M = Medium
H = High

N/A = No results or no actions required

© 2023 Findex {Aust) Pty Lxd
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2. Results and recommendations

2.1. Accounts payable

Mo Test | PR

1 No bank details in Vendor master data and paid

21 Duplicate vendor bank account

22a  Duplicate vendor name

2.2p Duplicate vendor name with different bank account

213 Duplicate vendor address

3 Vendors with multiple bank account changes (during
review perod)

4 Word searches for unusual vendor names (searched
- Do not use, temp, XX and Duplicate)

5 Invoices without purchase orders

© 2023 Findex {Aust) Pty Ltd

1 vendor with no bank details was identified as being‘pai'd. '

The vendor was paid twice, totaling $16,000.

50 duplicate bank accounts were identified among 102
active vendor accounts.

8 of the duplicate bank accounts were identified in the
2022 data analytics report.

6 duplicate names identified across 12 active vendor
accounts.

2 duplicate names with different bank accounts among 4
active vendor accounts identified.

Having duplicate vendors with different bank accounts
increases the nisk of paying a fictitious vendor or the
wrong bank account,

1 of the records was identifiad in the 2022 data analytics
report.

58 duplicate addresses were identified among 124 active
vendor accounts.

7 duplicate vendors were identified in the 2022 data
analytics report.

10 Vendor account's bank accounts were altered more
than once during the review period.

No records identified.

742 Invoices without PO

NA

Review vendor Mastorﬂo for this supplier to
determine their file is correctly updated to include
bank account details.

Review and block duplicate vendors as required to
ensure invoices cannot be posted twice.

Review the records to identify any unknown Vendors
and payments not as expected. Block Vendors as
required.

Review the records to identify any unknown Vendors
and payments not as expected. Block Vendors as
required.

Review the records to identify any unknown vendors
and deactivate any duplicate vendors as required.

Review the records to ensure all bank account
changes were legitimate.

NA

Review records to see if any vendors who should
have had a PO.
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" Payments to vendors that are not in the vendor
Masterfile or have been deactivated

7 Invoices posted on a weekend
8 Round numbered payments

9 Benfords Law - Graph of expected frequencies for
the first 2 digits

10 Multiple payment methods used (Duplicate Vendor
Number and Gross Amount AND different payment

type)
11 Top 50 Vendors by amount

12 Duplicate payments

13 Vendors with multiple purchase orders on same day
that would exceed approver's delegation.

14  Invoices approved by persons over or on their
delegated authorities

© 202 Findex (Aust) Pty Lid

Al made to vendors in the file

Hawke's Bay Regional Coundil

matched with a record in the Masterfile.

However, 73 transactions across 25 inactive supplier
accounts were identified. An assumption that payments
were made prior to deactivation has been made,

No records identified.

267 round numbered payments ($'000) were identified.

32 of these payments relating to 24 supplier numbers
were not associated with a purchase order,

As shown in the graph below, Figure 1, the significant
spike patterns outside the expected upper range are
invoice amounts starting with the two-digit numbers 46,
50, 57, 69, 70 and 80. Summary results of the invoices
starting with those digits are below.

No records identified.

As shown in workbook.

24 potential duplicate payments identified over 46 records.
No subsequent credits/refunds were identified.

149 cases identified where a Purchase Order for the same
supplier was approved on the same day by the same
individual and the total value exceeds delegated authority.
We note that of these cases, 74 Purchase Orders did not
have a requisition approver listed,

622 Cases were identified where Purchase Order
approval appeared to exceed delegated authority. Of
these, 236 records did not have an approver listed.

N/A

NA

Review the records to identify any payments not as
expected.

N/A

" Review the 32 payments with no purchase order and

verify validity.

We recommend management scans the listings for
any unexpected amounts.

NA

Scan the list for any vendors that are not known for
the services provided.

Review the listed payments and confirm that no
outstanding duplicate payments remain.

Review the cases identified to ensure the purchase
order approvals were appropriate and did not
reprasent splitting of purchase orders to evade
delegation limits,

1. Review the cases and understand the reason
for autharity being able to be exceeded and
if there is a systems issue permitting
approvals outside delegated authority.
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15  Analysis of purchase orders where the request and
 (profiling by supplier and staff against peers)

18 Vendors where all purchase orders were created and
approved by the same person

17 Credit notes by Vendor, volume, and amount (where
amount >$1.000)

18 Vendors with transactions with and without GST

© 2023 Findex (Auss) Pry Ltd

Hawke's Bay Regional Coundil

We noted 4 approvers whose codes were not listed in the

user profile Delegation Limits report as follows:
« BBAYFIELDO1

+ KNIMONO1

« STULLYO1

+ TDIACKO1

These approvers were listed for 221 of the returned
records,

For records that had a listed approver that was also
identified in the user profile delegations limit report, 165
records returned of PO approval over the individuals
financial delegation.

approved by the same person.

28 cases identified where all POs were requisitioned and
approved by 1 person.

In 23 cases there was only 1 purchase order for the
vendor.

34 Vendors issuing credit notes of more than $1,000.

53 Vendors identified with both GST and non-GST
Payments.

2. the Purchase Orders withou t approval
and determine if they are appropriate.

3. Review the validity of Purchase Orders that
were approved by users not found in the
delegations Masterfile.

Review the List and ensure the approvals were
hdi e

Review the List and ensure the approvals were
appropriate.

~ Scan the list of vendors where total credits were

greater than $1,000 for any unknown vendors or

© Scan the list for vendors where non-GST

transactions would not be expected. Individual
transaction details for those vendors can be provided

by us.
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Figure 1 - Benford's analysis

Hawke's Bay Regional Coundil

Benford's Law states that if you randomly select a number from a natural
data set of numbers, the value of the first digit(s) in that number will occur
at a predictable frequency. For example, the probability that the first digit
will be a "1' is approximately 30%, rather than 11.1% as we might expect if
all digits were equally likely (1 out of 9), We use Benford's Law to highlight
variances from the normal expected occurrences of the first two digits in a
transaction.

Anomalies that would appear as spikes and gaps against Benford's
expected results could be an indication of payments being split at a certain
level to avoid financial delegation limits. For example, a spike before the
5's and a gap after the 5's could indicate payments being split to overcome
a financial delegation limit of $5,000.

By applying the expected results of the Benford's Law theory to the vendor
payments tables, the results generaily match with the expected
probabilities.

As shown in the graph above, the significant spike patterns outside the
expected upper range are payments amounts starting with the two-digit
numbers 46, 50, 57, 69, 70 and 80.

© 2023 Findex {Aust) Pty Lid
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2.2. Matching master data between the accounts payable and payroll systems

PR x> Bl tions
No In
|

1 Vendors with a bank account match to the employee
master data (excluding employees)

2 ~ Vendors with an address match to employee master
data (excluding employees).

3 Payments to Vendors with an employee master data
match created by the employee.

4 Employees paid more than $1,000 through accounts

payable (where Vendor is classed as EMPLOYEE in
the vendor Masterfile)

© 2023 Findax (Aust) Py L1d

Hawke's Bay Regional Council

6 matching bank accounts identified.

A 12 vendors were identified with an address match to the

Fuzzy logic is employed to identify address matches
where characters differ within a set tolerance (allows
Street and St to be matched for example).

7 records identified relating to 1 employee where the
purchase requisition creator is linked to the vendor.

A Companies Office search confirmed the employee who

approved the purchase requisition is a director and

shareholder of the vendor, The transaction value is $1,710

excl. GST.

28 employees paid more than $1,000 through AP with 8
employees paid more than $5,000.

Recommended

Scan the records to identify any unknown
relationships or vendors to ensure vendor is valid,

- Scan the records to identify any unknown

relationships or vendors to ensure vendor is valid.

Ensure the transaction was valid and consider the
conflict-of-interest implications of the purchase
requisition approval.

Review the 8 employees paid more than $5,000
through AP for appropriateness.
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2.3. Payroll

2 Referral address

3 Missing IRD number

4 Duplicate IRD number in master data
Employee with no bank account in the master data

6 Duplicate bank account

Duplicate name and different IRD numbers
8 Employees with no date of birth
9a Employees paid prior to start date

b Employees paid after termination date

10 Short duration of employment (less than 30 days)

© 2023 Findex (Aust) Pty Lid

1 Master data records with no address recorded | 11 employees

Hawke's Bay Regional Council

identified with no address in the

Masterfile.

4 records identified with a referral postal address although
3 of thase records have a street address listed.

All employees with no IRD were Terminated

" No records identified.
* No records identified.
- 10 duplicate bank accounts identified.

" No records identified.
" No records identified,

9 Employees in the Payrun data were paid before their
Start dates. They could be fixed term and casual
employees and potentially previously hired on different
contracts.

No employees were paid more than 11 days after their
termination date. 69 Employees in the Payrun data were
paid after their termination date, however all were paid
within 11 days of their end date. Possible timing

5 employees were employed for less than 30 days. An

additional employee termination date was listed before the
last hired date.

NA

NA
NA

NA
N/A

Confirm the employees exist and update master data

as required. A physical address should be recorded
for each employee (and vendor)

NA

NA

NA

Scan the listing for any unknown relationships that

could potentially present a segregation of duties or
conflict of interest issue.

NA
NA

Review the records highlighted and confirm that
payments were as expected.

Ensure the employees were bona fide.
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=
11 Duplicate address
12a Analysis of allowances by division and / or position

12b

13a

13b

14
15
16

17a

description ~ highest, average, and total transaction

values

Allowances with organisation unit not listed in the
Masterfile

High Allowances by Employee

Negative Allowances

Hourly rate paid that is less than minimum wage
Round numbered payments

Transactions with no match to the master data

Benchmark total hours and overtime hours between

departments (Refer figure 2 and figure 3)

© 2023 Firdax (Aust) Pry Led

Hawke's Bay Regional Coundcil

| o

10 duplicate addresses among 21 employee records.

A list of allowances by Organisation Unit has been

provided. The unit with the highest total allowance was

‘Regional Projects’ with a cumulative allowance of
$64,218.39 over the 22/23 financial year.

We nota that the allowances paid for employees that were
not found in the Masterfile total to $342,763.35 over the

financial year.

It is worth noting that the Masterfile provided did not
include councilors or contractors who may account for

some of these allowances.

45 staff received total allowances of over $5,000
throughout the year.

4 Employees have negative total allowances for the

financial year.
No records identified.
No records identified.

42 Employees identified. May be Councilors or
Contractors.

Top 3 overtime by Organisation Units are as follows:

* Works Group - $524,132.04
+ Asset Management - $832 494 81
« People and Capability - $29,503 41

Significant overtime s identified across the Works Group.

NA
NA

‘Scan the listing for any unknown relationships that

could potentially present a segregation of duties or
conflict of interest issue,

Review the allowances by unit to ensure they align
with Council's budget and strategic goals.

Review the list of employees not assigned to an
organisation unit and given allowances to ensure
they are valid.

10

Confirm the 5 highest paid allowances are consistent

with contractual arrangements
Review the list and validate payment data,

N/A
NA

Review the list of Names provided and add to the
Masterfile as required.

Review the overtime values for reasonableness.
Consider any potential health and safety risks of
catchment staff, mechanics and mower operators
undertaking significant overtime.
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170 ldtify excessive overtime hours and amounts that
could indicate timesheet manipulation, resourcing or
health and safety issues.

(Refer figure 4)

© 2023 Findax (Aust) Py Led

Hawke's Bay Regional Coundil

42 oos overtime exceeding $4,000 identified.
The highest employee recording $35,890.67 of overtime.

L

Review the overtime values for reasonableness.

1"
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Figure 2 — Total overtime by Unit

Sum of Overtime by Unit

Warks Group

Regulation

Regional Projects

Regional Assets

People and Capability

IcT

Finance

Environmental information
CEQ's Office

CDEM

Catchment Management

Asset Management

5- $100,000.00 $200,000.00 $3200,000.00 $400,000.00 - $500,000.00 $600,000.00
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Figure 3 — Overtime statistics - % of overtime per organisation unit )
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Figure 4 — Overtime statistics —Total overtime per employee claimed (in $) per organisation unit

Employee Overtime in $ by Organisational Unit
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Appendix

Basis and use of opinion
This report is prepared on the basis of the limitations set out below:

«  Our procedures were performed according to the standards and guidelines of The Institute of Internal Auditors’
International Professional Practices Framework. The procedures were not undertaken in accordance with any
auditing, review or assurance standards issued by the External Reporting Board (XRB).

« This report has been prepared pursuant to our terms of engagement. In preparing our report, our primary source
of information has been the internal data supplied to us by management and representations made to us by
management. We have not, however, sought to establish the reliability of the information sources by reference to
other evidence. This report presents the results of our analysis of the information we have relied upon.

« Our report makes reference to ‘Data Analysis’. This indicates only that we have (where specified) undertaken
certain analytical activities on the underlying data to arrive at the information presented. We do not accept
responsibility for the underlying data.

+ The statements and findings included in this report are given in good faith, and in the belief that such statements
and findings are not false or misleading, but no warranty of accuracy or reliability is given. In accordance with our
firm policy, we advise that neither the firm nor any employee of the firm undertakes responsibility arising in any
way whatsoever to any persons. Our findings are based solely on the information set out in this report. We reserve
the right to amend any findings, if necessary, should any further information become available.

+ Because of the inherent limitations of any internal control structure, it is possible that errors or irregularities may
occur and not be detected. Our procedures were not designed to detect all weaknesses in control procedures as
they were not performed continuously throughout a specified period and any tests performed were on a sample
basis.

*  Any projection of the evaluation of the control procedures to future periods is subject to the risk that the systems
may become inadequate because of changes in conditions, or that the degree of compliance with them may
deteriorate.

+ The matters raised in this report are only those which came to our attention during the course of performing our
procedures and are not necessarily a comprehensive statement of all the weaknesses that exist or improvements
that might be made. We cannot, in practice, examine every activity and procedure, nor can we be a substitute for
management’s responsibility to maintain adequate controls over all levels of operations and their responsibility to
prevent and detect irregularities, including fraud. Accordingly, management should not rely on our report to
identify all weaknesses that may exist in the systems and procedures under examination, or potential instances of
non-compliance that may exist.

+ Recommendations for improvement should be assessed by management for their full commercial impact, before
they are implemented.

« This Report is not to be used by any other party for any purpose nor should any other party seek to rely on the
opinions, advice or any information contained within this Report. In this regard, we recommend that parties seek
their own independent advice. Crowe disclaims all iability to any party other than the client for which it was
prepared in respect of or in consequence of anything done, or omitted to be done, by any party in reliance,
whether whole or partial, upon any information contained in this Report. Any party, other than the client for which
it was prepared, who chooses to rely in any way on the contents of this Report, does it so at their own risk.

The information in this Report and in any related oral presentation made by Crowe is confidential between Crowe and

the client for which it was prepared and should not be disclosed, used or duplicated in whole or in part for any purpose

except with the prior written consent of Crowe. An Electronic copy or print of this Document is an UNCONTROLLED

COPY.
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/~ Crowe

Findex NZ Limited

Trading as Crowe Australasia

211 Market Street Farming House
Hastings 4122

Main + 64 6 872 9200
WWw.crowe.nz

Findex (Aust) Pty Lid, radng as Crowe Australasia 1s a member of Crowe Giobal, 3 Swiss verein. Each member firm of Crowe Globdl s a separale and incependent legal
endty. Fincex (Aust) Pty Lid and its affliates are not responsibie of Sable for anvy acts of omissions of Crowe Global or any ofher member of Crowe Global. Crowe Global
does not render any professional services and does not have an ownership o partrership interest in Findex (Aust) Pty Lid

Services are prowded by Findex NZ Limted, an affaled entity of Findex (Aust) Py Lid

The title ‘Partner’ conveys it the person IS a senar member within their respactve dvison and is among the group of persons who hok! an equity inlerest {sharehaloer) in
s parent endty, Findex Group Limiled. The only professional service offering which is conducied by 3 partnership is he Crowe Australasia external audit civision. All ather
professional services ofened by Findex Group Limited are conducted by a prrdtely owned organisaton andior its subsidianes. Liability lmited by a scheme approved under
Professional Standarcs Logisiation. Liabiity imited offwy han for acts or oméssions. of finandial Services oensees
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