
Note:  The reports contained within this agenda are for consideration and should not be construed as Council policy 
unless and until adopted.

Notice is given that an ordinary meeting of the Audit and Risk Committee will be held on:

Date:
Time:
Meeting Room:
Venue:

Wednesday 2 December 2020
1.30pm
Tasman Council Chamber
189 Queen Street
Richmond

Audit and Risk Committee

 AGENDA
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Chairperson Cr D Ogilvie Cr C Mackenzie
Cr M Greening Cr T Walker
Cr C Hill Mr G Naylor

In Attendance: Mike Drummond (Corporate & 
Governance Services Manager)

Charlotte Thomas (Senior Accountant)

Christina Ewing (EA to the CGSM) Matt McGlinchey (Finance Manager)
Brylee Wayman (Senior Policy 
Advisor)

Trudi Zawodny (Operational 
Governance Manager)

Matt Meacham (Account Manager 
Marsh Ltd)

(Quorum 3 members)

 
 

Contact Telephone: 03 543 8453
Email: christina.ewing@tasman.govt.nz
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AGENDA
1 OPENING, WELCOME

2 APOLOGIES AND LEAVE OF ABSENCE  

Recommendation
That apologies be accepted.

3 DECLARATIONS OF INTEREST

4 CONFIRMATION OF MINUTES

That the Audit and Risk Committee

1.  recieves the minutes held on Wednesday, 11 November 2020, be confirmed as a true 
and correct record of the meeting.

 

5 CONFIDENTIAL REPORTS

Nil 

6 PRESENTATIONS

Matt Meacham from Marsh Ltd will be presenting on Insurance Topics.

7 REPORTS

7.1 Audit and Risk Committee Review.........................................................................2

7.2 Risk Report.............................................................................................................2

7.3 Internal Audit Update Report..................................................................................2

7.4 Draft Annual Report 2019/2020..............................................................................2 
7.5 Addendum to the Annual Report (refer to Late Agenda Items)

7.6 Addendum to the Internal Audit Update Report (Relating to Tax) (refer to Late 
Agenda Items)

8 CONFIDENTIAL SESSION

Nil
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.17 REPORTS

7.1 AUDIT AND RISK COMMITTEE REVIEW 

Decision Required 

Report To: Audit and Risk Committee

Meeting Date: 2 December 2020

Report Author: Trudi Zawodny, Operational Governance Manager 

Report Number: RFNAU20-12-1

 

1 Summary 

1.1 In July 2020, Council initiated a review of the Audit and Risk Committee (ARC).  The full 
report is contained in Attachment 1. 

1.2 The purpose of the review was to ensure that the Council has the right balance of 
assurance, monitoring, evaluation and other mechanisms to know that the Audit and Risk 
Committee and the Council are performing well and that it is not missing risks and 
opportunities.

1.3 The report notes that a high functioning ARC would reduce the workload for the Full Council, 
as they should act as a filter before ‘mechanical’ matters being presented, with many reports 
stopping at Audit and Risk.  

1.4 The key recommendations from the report are:

1.4.1 Fill the vacant independent member position and appoint an independent member 
as Chair.    

1.4.2 Implement a skills matrix approach and identify training opportunities. 

1.4.3 Adopt the (combined) Charter and Terms of Reference to provide clarity on the 
Principles, Scope, Activities and Governance of the Committee. 

1.4.4 Expand the scope of the Committee to include Health & Safety, Governance, 
Integrity and Investigations.

1.4.5 Increase the number of meetings by one meeting per annum to ensure sufficient 
time is spent on all matters.  

1.4.6 Have a standing item on the Full Council agenda, which summarises activity, 
considered through the ARC.  

1.4.7 Structure the reporting around an annual work programme with an agreed set of 
risk based priority areas to focus on.

1.4.8 Should all of the recommendations be implemented, there will be an increase in 
both direct and indirect costs.
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.1 2 Draft Resolution

That the Audit and Risk Committee:

1. receives the Audit and Risk Committee Review RFNAU20-12-1; and

2. recommends to the Council the implementation of the following:

a. Council filling the vacant independent member position; and 

b. Council appointing an independent member as Chair; and    

c. Council adopting the (combined) Charter and Terms of Reference 
(attachment 2); and 

d. Council increasing the number of meetings by one meeting per annum; and 

e. Council having a standing item on the Full Council agenda which 
summarises activity considered through the ARC.  

3 Purpose of the Report

3.1 This report allows the Audit and Risk Committee the opportunity to read and provide 
feedback on the review of the Audit and Risk Committee, before it is presented to Full 
Council. 

4 Background and Discussion

4.1 In July 2020, Council initiated a review of the Audit and Risk Committee (ARC).  The full 
report is contained in Attachment 1. The purpose of the review was to ensure that the 
Council has the right balance of assurance, monitoring, evaluation and other mechanisms to 
know that the ARC and Council are performing well and that it is not missing risks and 
opportunities.  The agreed scope was to review the following: 

4.1.1 Purpose and Areas of Responsibility of the committee 

4.1.2 Responsibilities 

4.1.3 Powers 

4.1.4 Limitations 

4.1.5 Administration (including quorum and meeting frequency) 

4.2 A comparison of what the Audit and Risk Committee currently undertakes was made against 
the Office of the Auditor-General four “foundation” principles (in italics below), with the 
following assessment:

4.3 Independence – Audit committees need the independence of perspective, experience, and 
knowledge to bring the test and challenge that adds value to the governance of a public 
entity.

4.3.1 What we currently do:  The Terms of Reference (ToR) specify five elected members 
appointed by the Council and up to two external members.  Currently, the Council has 
five elected members and one external member.  
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.14.3.2 What we could do:  Appoint a second independent (external) member position.  The 

overall increase in annual costs will depend on how many meetings are established. 
These costs are covered in section 10 of this report.

4.4 Clarity of purpose – To get the best, governors need to be clear about what they want from 
their audit committee, and entity management needs to help provide the support that allows 
governance needs of the committee to be met.  It is useful to set out the purpose, roles, and 
responsibilities of the audit committee and its scope in the context of the entity’s governance 
framework.

4.4.1 What we currently do: The ToR provide some of the attributes recommended as part 
of good Governance, what it lacks are the context and boundaries.  

4.4.2 What we could do:  Given the Council’s size, a combined Charter and ToR would 
appropriately clarify the Principles, Governance and provide more detail on the 
activities the members would undertake to satisfy the responsibilities of the 
Committee.  A draft of what this might look like has been provided in Attachment 2.  
Further to this, a draft Schedule/Work Plan has been prepared to show how the 
expanded responsibilities could be addressed over a year.

4.5 Competence – Competence is about having the right mix of skills and experience on the 
audit committee to give oversight of the matters sought of the committee.

4.5.1 What we currently do:  Elected members are assigned to the committee and their 
skills, experience and knowledge are taken into account through this process, 
however, there is no documented systematic approach.  

4.5.2 What we could do: Develop a skills matrix for the entire committee, map this to the 
current membership and then select any future external member (or any other 
vacancy) based on any gaps in the skills matrix.  

4.5.3 A draft skills matrix has been developed for all committees and is included in the full 
report.  Mapping it to the skills of the current committee members would take the form 
of a self-assessment.  

4.6 Open and effective relationships – To be effective, an audit committee needs to operate in 
an environment of co-operation and trust….When the chairperson promotes open and 
proactive dialogue with management and the governing body, the Audit Committee can 
effectively influence the Organisation and its achievements.

4.6.1 What we currently do: The ToR reference the relationship with Council and the Chief 
Executive.  To date, the primary focus of the ARC has been on the internal and 
external audit.  Recently the Committee has expanded its focus to include Risk 
Management. 

4.6.2 What we could do: Expand the focus to further consider: 

 Health and Safety; 

 Governance (LGOIMA, privacy, cybersecurity, Ombudsman investigations, and 
complaints); 

 Integrity and Investigations (whistleblower, bribery and fraud, conflicts of interest, 
sensitive expenditure activities, legal proceedings).

4.7 There are eight elements of good governance described by the Office of the Auditor-
General.  
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.1  Set a clear purpose and stay focused on it 

 Have clear roles and responsibilities that separate governance and 
management 

 Lead by setting a constructive tone 

 Involve the right people 

 Invest in effective relationships built on trust and respect 
 Be clear about accountabilities and transparent about performance against

them 
 Manage risks effectively 

 Ensure that you have good information, systems, and controls 

4.8 The Council provides clear guidance on the rules for the conduct of the proceedings of 
Committees through the Standing Orders.  This is supplemented through each ToR which 
then states the primary responsibility for the Committee, determining any limitations of each 
Committee.  

4.9 Decision making for Audit and Risk matters remains the responsibility of the full Council.

4.10 Having limited powers does not exclude the Committee from approaching operations with a 
strategic view and providing clear recommendations to full Council on matters which are 
brought to their attention.  

4.11 A high functioning ARC would reduce the workload for the full Council as they should act as 
a filter before ‘mechanical’ matters being presented, with many reports stopping at Audit and 
Risk, and a summarised version appearing as a regular item on the Council’s agenda, much 
the same as the Chief Executives report summarises operational decisions and activities. 

4.12 It is not possible to assess how well Council performs in the elements described by the 
Office of the Auditor-General (OAG); however, we have looked for evidence of where these 
elements are currently applied. 

4.13 What we currently do:

4.13.1 For ARC, it clearly states that management of matters is the responsibility of the 
Chief Executive;

4.13.2 The Council has clearly defined roles for internal and external Auditors, though the 
reporting line of the internal audit function could be realigned to meet best 
practice;  

4.13.3 There is an established Risk Register and Framework;

4.13.4 Reporting to Audit and Risk is starting to diversify, however, with the exception of 
Finance reporting, these reports have largely been adhoc.   

4.14 What we could do:

4.14.1 Develop a wider annual work programme;  

4.14.2 Increase the number of meetings ;

4.14.3 Have a standing item, from the Committee Chair, on the full Council agenda which 
summarises activity considered through the ARC;
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.14.14.4 Structure the reporting received by the ARC to be more consistent, allowing the 

Committee to review the broader Council operations on a more regular basis;

4.14.5 Implement the skills matrix approach and identify training and development 
opportunities.  

4.15 There will be a need to ensure there is an adequate resource for the extended audit function 
and the support necessary to formulate and deliver the Annual Work Programme.  This may 
require new resourcing.

4.16 A desktop comparison of the responsibilities of the Audit and Risk Committees at 10 NZ 
Councils’ shows:  

4.16.1 Most other Councils’ reviewed had an independent Chair;

4.16.2 Our current make up of quorum and number of Councilors aligns with other 
Councils;

4.16.3 There is no ‘standard’ set of items considered by Audit and Risk Committees;

4.16.4 If we adopted the full list of recommended responsibilities, we would be ‘leading’ 
the other Councils in terms of oversight.

5 Summary of Recommendations from the Review

5.1 Recommendation 1 - Bolster the Committee  

5.1.1 Fill the vacant independent member position and appoint an independent member as 
Chair.    

5.1.2 Implement a skills matrix approach and identify training and development 
opportunities. 

5.1.3 Identify the skills required for the independent member by assessing any skills gap 
across the current Committee. 

5.2 Recommendation 2 - Reaffirm the Committees Role and Focus 

5.2.1 Adopt the (combined) Charter and ToR to provide clarity on the Principles, Scope, 
Activities and Governance of the Committee. 

5.2.2 Expand the scope of the committee to include: 

 Health and Safety

 Governance (LGOIMA, privacy, cybersecurity, Ombudsman investigations, 
complaints)

 Integrity and Investigations (whistleblower, bribery and fraud, conflicts of interest, 
sensitive expenditure activities, legal proceedings)  

5.2.3 Increase the number of meetings by one meeting per annum to ensure sufficient time 
is spent on all matters.  

5.2.4 Have a standing item from the Committee Chair on the full Council agenda, which 
summarises activity considered through the ARC.  

5.3 Recommendation 3 - Drive Strategic Enquiry 
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.1 5.3.1 Structure the reporting around an annual work programme with an agreed set of 

priority areas to focus on.

6 Options

6.1 The Report on Review of Audit and Risk Committee is a management document sponsored 
by the Chief Executive.  The Mayor, the Committee Chair and Independent Member have 
reviewed it.  It is presented to the Audit and Risk Committee for comment and feedback; 
therefore, it is not necessary to consider options.

7 Strategy and Risks

7.1 There are no significant risks associated with the recommendations in this report.

8 Climate Change Impact Assessment

Climate Change 
Consideration

Assessment Explanation of Assessment

Is this activity associated 
with one of the goals in 
Council’s Climate Action 
Plan?  

Climate Change 
considerations are not 
relevant to this report

Will this decision affect the 
ability of Tasman District to 
proactively respond to the 
impacts of climate change? 

NA  

9 Policy / Legal Requirements / Plan

9.1 There are no current legislative requirements that require Council to have an Audit and Risk 
Committee, however, the Office of the Auditor-General has consistently recommended that 
"[t]he Local Government Act 2002 should be amended to require all local authorities to have 
an audit and risk committee".  

10 The current Audit and Risk Committee has the following delegations that allow it to make 
this decision. 

Powers

3.6 Recommend to the Council action on any matter in relation to Audit and Risk activities.

11 Consideration of Financial or Budgetary Implications

11.1 Increasing the number of meetings and/or appointing a second independent member will 
have direct financial implications that will need to be financed from the existing governance 
operational budgets:
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.111.1.1 Current cost is $14k pa.  

11.1.2 One independent member, an increase in meetings +$3k pa

11.1.3 Two independent members, no increase in meeting frequency +$4k pa

11.1.4 Two independent members, and an increase in meeting frequency +$7k pa

11.2 There will be a one-off recruitment cost for a second independent member.  

11.3 There will be indirect costs associated with the additional support required from Council 
officers which will need to be met from departmental operational budgets.

12 Significance and Engagement

12.1 This report is of low significance and public engagement is not required.  Councillors can 
make this decision based on their knowledge of the views and preferences of the 
community.

13 Next Steps / Timeline

13.1 The recruitment process for the Independent Member typically takes 8-12 weeks.

13.2 The Charter and ToR for the Audit and Risk Committee would need to be approved at the 
next Full Council meeting.

13.3 The new meeting schedule can take effect from 2021.

13.4 The change to reporting requirements would need to be phased in.

14 Attachments

1. Report on review of Audit and Risk Committee 2

2. Draft Charter and Terms of Reference for Audit and Risk Committee 2
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.27.2 RISK REPORT 

Information Only - No Decision Required 

Report To: Audit and Risk Committee

Meeting Date: 2 December 2020

Report Author: Trudi Zawodny, Operational Governance Manager 

Report Number: RFNAU20-12-2

 

1 Summary 

1.1 This report provides a summary of the Council’s key risks and the current risk profile of the 
Council.

1.2 The risk dashboard is provided in attachment 1.

1.3 There are eight Strategic Risks.  These are detailed in 4.0 section.

 Climate Change          

 Disaster Event

 Growth

 Project and Programme Activity

 IT Security Attack

 IT Systems Performance

 Service Delivery

 Pandemic

2 Draft Resolution

That the Audit and Risk Committee:

1. receives the Risk Report RFNAU20-12-2 and it’s attachment the risk dashboard 
(attachment 1)

3 Purpose of the Report

3.1 This report provides a summary of the Council’s key risks and the current risk profile.

4 Background and Discussion

4.1 The Council Risk Dashboard (attachment 1) provides a snapshot of all risks recorded in the 
Council’s risk registers.  These are managed at a Departmental level. 
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.2 4.2 Strategic Risks are defined as the risk of an event or impact that is external to the Council 

and could impact the organisation’s strategies and community objectives, included in the 
Long Term Plan and Annual Plan.

4.3 The eight Strategic Risks which the Council are monitoring are:  

4.3.1 Climate Change - Community expectations for the Council to respond to or mitigate 
anticipated climate change effects cannot be met due to resource and practical 
limitations resulting in reputational damage. 

Management Response - This risk is early in its maturity and requires further analysis 
to fully understand the consequences of climate change to the Council if not 
managed appropriately (financial, economic, social, and environmental).  Further 
controls are also required; however, initial momentum has started with the 
establishment of the Nelson Tasman Climate Forum.  The residual risk rating 
remains at High until additional controls can be considered and implemented so this 
risk can be brought within acceptable tolerance levels.

4.3.2 Disaster Event - Council's ability to respond to a disaster event (man-made or 
natural), and provide community services, is impacted due to human resource 
capabilities.

Management Response - The Council's organisation-wide business continuity plan is 
complete and was tested as part of the recent Covid-19 response and lockdown. 
Additional work is required to finalise and test business continuity plans for each 
functional area within the Council, which is a high importance control and will be 
revisited in early 2021 by section managers.  Despite this piece of work being 
outstanding, the overall residual risk rating remains within acceptable tolerance 
levels.

4.3.3 Growth - Growth in the region occurs quicker than planned which impacts Council's 
finances and the ability to provide infrastructure and services to high growth areas.   

Management Response - Growth and the ability to accurately model and plan for 
development in the region is a significant strategic risk for Council and its delivery of 
services.  A growth model is used to track actual and predicted development at least 
every three years.  Additional controls include updated modelling data, which is 
intended to improve growth predictions along with close consultation with developers.  
While growth has outstripped predictions in recent years, the Council is comfortable 
that it is keeping pace with development and the installation of infrastructure.  The 
residual risk rating, therefore, remains at Low. Further leadership discussion is 
required to establish a risk appetite for significant growth changes as there is no 
applicable appetite within Council's risk appetite statement.

4.3.4 Project and Programme Activity - A lack of coordinated project and programme 
activity across Council results in incomplete projects and/or use of external funding.

Management Response - With the assistance of Deloitte, the Council is establishing 
a new Programme Management Office, which will assist in the coordination and 
management of shovel ready projects and other Government-funded projects, post 
Covid-19.  Internal strategic projects may also be managed later.  This new central 
group will contribute to PMO capacity and project management experience within 
Council and will provide improved visibility of project activity.  Once fully established 
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.2and operational the PMO will reduce the risk rating to Low, however the ongoing 

effectiveness of the PMO will need to be monitored.

4.3.5 IT Security Attack - The risk of cybersecurity attacks which impacts Council’s and 
customers’ confidential information.

Management Response - The existing cybersecurity controls for IT security have 
been reviewed.  Additional controls such as multi-factor authentication and staff 
information sessions have been implemented, however additional proposed controls 
such as moving the Council's DR capability outside of the region require further 
analysis to ensure the effectiveness and appropriateness of the control.

4.3.6 IT Systems Performance - Loss of service performance from ineffective IT 
infrastructure impacts on Council staff meeting the needs of the community.

Management Response - The existing control for this risk is the IT Transformation 
Business Case, which will deliver new digital channels and services needed to meet 
citizens’ demands and expectations and the Council requirement for stable systems 
and platforms to help them manage their activities efficiently and effectively.  While 
the current risk rating is within tolerance levels the continued lack of investment in IT 
platforms will increase the likelihood of future failures.

4.3.7 Service Delivery - The Council fails to meet public expectations in the delivery of 
services, which results in public dissatisfaction and reputational damage.

Management Response - Council's vision and the strategic outlook are outlined 
within the Long Term Plan and Annual Plan.  Additional controls such as the newly 
established PMO along with a more proactive release of Council information through 
the website will further assist in the delivery of services and communication of 
Council services and projects.  The overall residual risk rating of Moderate remains 
within acceptable levels.

4.3.8 Pandemic - A pandemic occurs (that requires a regional response) resulting in staff 
absence which impacts council operations.

Central government heavily influences management response - this risk and District 
Health Board guidance, however, the Council has an established pandemic plan that 
identifies essential and non-essential activities and how those activities should be 
managed during a pandemic (e.g. influenza, measles).  Internal decisions will be 
made by senior leaders about the re-deployment of staff from non-essential areas to 
maintain essential services if required.  There are no further mitigations identified and 
the residual risk rating of moderate remains outside of the Council's risk appetite, 
recognising the Council's low appetite for Health and Safety risk.

5 Attachments

1. Council Risk Dashboard November20 2
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.37.1 INTERNAL AUDIT UPDATE REPORT 

Information Only - No Decision Required 

Report To: Audit and Risk Committee

Meeting Date: 2 December 2020

Report Author: Charlotte Thomas, Financial Accountant 

Report Number: RFNAU20-12-3

 

1 Summary 

1.1 This report covers a range of internal audit and process matters.  The purpose of the Internal 
Audit function at Tasman District Council is to assist the Council to achieve its objectives by 
providing independent and objective assurance and consulting services to add value and 
improve the Council’s operations.  The Council’s internal audit function continues to monitor 
and respond to emerging risks. The impact of Covid-19 has extended the timeframes for 
work programmes for many activities within the Council, including Finance. Significantly, the 
delay of the Annual Report to mid-December 2020 has a flow-on effect into the rest of the 
years’ work program.

1.2 Annual Report and Audit - Audit New Zealand’s (‘Audit NZ’) management letter is 
expected to be delayed. The Audit Director will provide an update at this Committee; points 
likely to be included are Asset Data, review of nil Net Book value assets and a remuneration 
overpayment to Councillors, which is being recovered. 

1.3 Covid-19 - The Council has made detailed disclosed in the Annual Report relating to the 
Covid-19 pandemic, and its impact on Council.

1.4 Previous Auditor Recommendations – there has been some progress to implement these, 
but this has been delayed. These will be progressed during 2020-21.

1.5 MAGIQ – the future of the Council’s Financial Management System is under review as part 
of the digital transformation strategy.

1.6 Taxation - Finance continues to work with PWC, the annual Tax Update will be presented at 
the next Audit & Risk Committee meeting

1.7 Internal Audit Plan – We will be developing a risk-based audit plan with focus areas based 
on an assurance map, procurement and refuse centre charging. The proposed programme 
will be presented at the next Committee meeting.

1.8 Sensitive expenditure – the Accounts Payable team continues to monitor expense claims 
and escalates any potential matters of concern. The current policy is currently being 
redrafted and checked against the latest best practice guide. 

1.9 Procurement – the Chief Executive has approved the new Council-wide procurement 
policy, the next step is implementation. 

1.10 Refuse centre review – internal audit findings to be shared at the next Audit & Risk 
Committee meeting. 
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.3 1.11 Seismic Assessment – Assessments for the Richmond Office building has been 

conducted; the building has been assessed as Earthquake Prone. A Council workshop 
occurred on the19 November to discuss the reports in depth. This will be further discussed 
at the Full Council meeting on 3 December. 

1.12 Remuneration Overpayment – an overpayment to Councillors was made in March 2020. 
Councillors were made aware on the 19 of November and a discussion around repayment 
has commenced with Councillors.  

2 Draft Resolution

That the Audit and Risk Committee:

1.  receives the Internal Audit Update Report.

3 Purpose of the Report

3.1 The purpose of this report is to update the Audit and Risk Committee on the status of Internal 
Audit within the Council.  It is also an opportunity for the Committee to provide feedback or 
suggest focus areas for the Internal Audit Plan 2021.

4 Background and Discussion

Reference Progress since the last Committee Meeting Activities 
planned going 
forward

1 Annual Report

1.1 The Draft Annual Report is to be adopted on 18 December 
2020. A separate paper regarding this has been presented 
to this Committee. 

Audit NZ management letter has not been received. The 
Finance team has regular communication with Audit NZ and 
the focus areas identified are in line with the Finance team’s 
work plan. These include:

 Revaluation of infrastructure assets – issues included 
accuracy and completeness of the asset databases, 
included vested assets. This resulted in additional work 
by the finance team and the auditors. Audit will raise in 
their management letter the need to ensure asset 
registers are complete, accurate, and reconciled to the 
accounting system.

 A new set of accounting standards related to group 
financial reporting have come into effect.  This did not 
have a significant effect on Council’ financial statements; 

 Waimea Water Limited (WWL) accounting treatment. The 

Continue to work 
with Audit NZ to 
monitor and 
respond to 
potential risks 
and issues.
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.3proposed accounting treatment was provided to Audit NZ 

in August 2020. Due to Covid-19, there was a delay in 
Audit reviewing this. Audit NZ provided feedback on 24 
November 2020, which is currently being reviewed by the 
Finance team. This expected to result in an adjustment to 
Other Comprehensive Revenue, Current Assets and 
Loans. 

 COVID-19 impacts were a focus area of the audit. 
Disclosures regarding the impact have been presented in 
the Annual Report.

Implementation of previous audit recommendations is in 
section 4 of this report. 

2 Final Audit Report

2.1 John Mackey our Director from Audit NZ is joining us via 
zoom to talk about the audit of the Annual Report.

New management letter points are expected to be:
 Infrastructure asset processes – to ensure complete 

and accurate asset data.
 Useful lives of Property, Plant and Equipment (PPE) 

- to review nil book value assets.  
 Overpayment to Councillors, which is being 

recovered.

3 COVID-19 Impacts

3.1 The Council has made detailed disclosers in the Annual 
Report relating to the COVID-19 pandemic, and the impact 
on Council.

4 Previous Audit NZ recommendations

4.1 The Delegations Register 

Work has commenced by the Operational Governance team 
on a review of delegations, in particular delegations to staff 
under $20,000. A key part will be considering whether these 
should be more restricted in future, which would place more 
control with budget holders. 

Continue to work 
with the 
Governance 
Officer and 
Finance, for the 
ongoing 
improvement and 
review of 
delegations.

4.2 A Sensitive Expenditure Policy 

A new Sensitive Expenditure guide was issued by the OAG 
in October 2020, which finance is currently reviewing 
against Councils’ policies.

To be progressed.

4.3 Training on Bribery and Corruption. The Serious Fraud 
Office has produced a training webinar on anti-corruption 
training, relevant to Council staff and elected members. 

Roll out of bribery 
and corruption 
training to all staff 
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.3 Finance found this to be very beneficial.  They have 

recommended to the Leadership Team that this should be 
mandatory for all staff.  

Update 5 November: Due to the increased workloads – this 
is currently only mandatory for Leadership Team and third-
tier Managers, it was to be completed by end of November 
2020.

A Fraud Risk Assessment is in progress. 

and elected 
members by 30 
November. 

Complete fraud 
risk assessment, 
and ensure it is 
kept up-to-date.

4.4 Financial instruments and other Financial Statements 
Disclosures. The disclosures in the Annual Report (since 
2016-17) are not fully compliant with the Public Benefit 
Entity (PBE) accounting standards.  Audit NZ requires that 
we actively consider these disclosures.  The Finance team 
has ‘actively’ considered the assessment provided to the 
Auditors in 2016-17, and agrees that it remains appropriate.  
The additional disclosures required are overly complex and 
likely to be confusing for the readers of the Council’s Annual 
Report. 

Therefore, no additional disclosures are proposed for the 
2019-20 Annual Report. 

Audit NZ has requested a completed disclosure checklist as 
evidence of our assessment. Finance will prepare this for 
the 2020-21 financial year-end. 

A disclosure 
checklist will be 
provided to Audit 
NZ.
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.35 Assessment of the current Financial Management Information 

System - issues and risks

5.1

5.2

5.3

As part of the Long Term Planning process, a Workshop was held 
with Councillors to bring clarity as to how the Council might enable 
our staff to help people quickly. This would also provide our 
residents and ratepayers with services rapidly, at a time, place and 
in the mode they prefer.  This workshop addressed that need and, 
the need to mitigate risk, including those associated with MagiQ. 
Councillors indicated a willingness to see a program of investment 
in Information Technology that targets known risks. This is now 
part of the 2021-2031 Long Term Plan budgets that Council is 
currently reviewing.

Update on Open Recommendations:

Perform a Technology Options Assessment

Remains under action as part of a broader review of the 
technology required.  This review will likely remain ‘work-in-
progress’ throughout FY 2020/21 with any proposed upgrade or 
replacement occurring within the timeframe of the next Long Term 
Plan cycle.

Action has been taken to partially remediate the risks identified in 
the report:

•    Information Services Department (IS) have migrated the 
Council to the latest, most stable, version of MagiQ;

•    IS have put in place a more rigorous support contract with 
MagiQ in an effort to improve our ability to respond to systems 
and security issues;

•    IS have established a monthly report that details the users’ 
assigned access to MagiQ and the rights and privileges they 
hold;

•    The single sign-on process in place for MagiQ means that the 
processes established for the disabling of accounts at the 
request of Managers, and the termination of accounts for 
departing staff guard against unauthorised access. This 
process provides a quarterly report for validation.

Covid-19 Delays
Progressing the review of the future of MaqiQ has been delayed 
due to Covid-19. The impact of Covid-19 has extended the 
timeframes for programme activity within Finance and Information 
Services.  The consequence of these delays is that further work is 
still required and manual processes need to be agreed with 
relevant business groups, particularly Finance, to fully address the 
improved controls required.  The future of MaqiQ will be reviewed 
as part of the digital strategy, any material changes will be 
addressed through the Digital Innovation Program included in the 

An internal audit 
will continue to 
monitor and 
report against the 
MagiQ issues and 
risks.
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.3 proposed LTP. 

6 Sensitive Expenditure

6.1 Expense Reviews 

The Accounts Payable team review all expense claims, with an 
increased focus on any items, which could be sensitive 
expenditure.  Any matters of potential concern are quickly 
escalated for resolution.

Two claims did not comply with Councils’ Rewards and 
Recognition Policy, for which retrospective approval needed to be 
obtained. Increased communication including a new Intranet page 
has been set up to assist with Policy compliance. 

This continues to 
be a focus area.

6.2 Other Matters

(Status from the last Committee meeting remains applicable).

Credit card expenditure is reviewed quarterly.  There are no 
matters to report. 

Finance is testing systems to move expense claims and credit 
cards online.  All other manual payments were moved online as to 
a response to COVID-19

7 Procurement

7.1 The Chief Executive has now approved the new Council-wide 
Procurement Policy. The Policy received internal review from Tier 
2 and 3 Managers and several amendments were made, including 
the addition of a financial thresholds table showing the preferred 
procurement approach and other internal requirements for different 
sourcing and procurement values.   

The new policy will be formally communicated to staff following the 
review of the Council’s financial delegations (with a focus on the 
delegations under $20k) which is underway. A review of the 
Tenders Panel and the review of its Terms of Reference is also in 
progress. All items will be communicated to staff once complete.  

Continue to 
engage with the 
Operational 
Governance team 
and monitor the 
implementation of 
the procurement 
program.   

8 Taxation

8.1 The Council has a low-risk appetite in regards to taxation matters. 

The Councils Annual Tax update will be presented at the next 
Audit & Risk Committee meeting.  Finance is currently 
implementing the recommendations from the 2019-20 FBT review; 
the full report will be presented at the next Committee. The current 
programme of external review and support, as presented in the 30 
June 2019 includes GST as a focus area for 2020-21. 

Taxation is an 
area of an 
ongoing review. 
The finance team 
continues to 
receive both 
training and tax 
reviews from 
PWC.  
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.3

9 Internal Audit Plan

9.1

9.2

9.3

Work programme for 2020-21

Regular ongoing work:

 Responding and reporting on emerging audit risks associated 
with the Annual Report;

 Review and implementation of previous recommendations;

 Taxation; and

 Sensitive expenditure.

Specific additional internal audit planned:

 Refuse centre charging; 

 Procurement – review of implementation against the policy; 
and

 Risk- assurance map, once the risk identification, is 
complete.

 Cyber Security

It was suggested that a risk-assurance mapping exercise is 
completed.  Work has commenced in this area.  A register is being 
created of relevant audit and assurance matters; this will then be 
mapped to the Risk Register. 

Once the risk identification and the assurance map has been 
completed a risk-based Audit Plan will be developed. 

Internal Audit will 
continue to have 
open regular 
meetings with the 
CE and work on 
developing an 
Assurance 
Register. 

11 Refuse centre audits 

11.1 Crowe conducted an internal audit review of charging at refuse 
centres. The findings will be shared at the next Audit & Risk 
Committee meeting. 

To report at the 
next meeting.

12 Seismic Update

12.1 The Council have engaged structural engineers to assess the 
current earthquake strength of the whole complex of buildings that 
make up the Richmond Office. The site comprises five buildings 
built in different stages from 1962 to 2012 and with various 
subsequent upgrades to these.

The result of the review was communicated to staff on 9 
November, and a Council workshop was held on the 19 
November.  

The rating for the Richmond Office is <34% for the majority of the 
buildings, meaning they are considered earthquake-prone 
buildings. The buildings are in a medium risk seismic zone, and so 
Council has 25 years to carry out the strengthening work. 

Continue to report 
status and plans. 
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.3

5 Next Steps / Timeline

5.1 Key priorities for the next Quarter are finalising the Annual Report for 2019-20.  Also 
continue to progress the matters above.

6 Attachments

Nil 
 

We are currently considering a peer review that we commissioned 
on the work and had a Council workshop on the 19 November to 
discuss the reports in depth. A Full Council meeting will follow on 
03 December with a Property Strategic Review (PSR) paper being 
discussed.

Internal Audit has recommended that the Property Strategic 
Review be shared with the Audit and Risk Committee. 

13 Elected Members Overpayment

13.1 A remuneration overpayment to the Deputy Mayor of $1,476.55 
and to 12 Councillors in March 2020 of $1,408.17 (gross). This 
overpayment was related to a spreadsheet formula error. Internal 
control including second person review of the calculation means 
this should have been identified through that review. For 
Councillors this equates to a $62-$64 per month deduction to 
payment if recovered over 23 months (to the end of the current 
term). 

Ideally, spreadsheets and manual calculations should not be used 
for calculating pay. Such calculations should be made within a 
payroll system and checked independently where required. Due to 
the limitations of the Councils’ payroll system, manual calculations 
are required. Additional testing of manual calculations will need to 
be implemented to reduce this risk in future. 

Continue to report 
status and plans. 
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.47.4 DRAFT ANNUAL REPORT 2019/2020 

Decision Required 

Report To: Audit and Risk Committee

Meeting Date: 2 December 2020

Report Author: Brylee Wayman, Senior Policy Advisor; Charlotte Thomas, Financial 
Accountant; Matthew McGlinchey, Finance Manager 

Report Number: RFNAU20-12-4

 

1 Summary 

1.1 This report presents a draft Annual Report (Attachment 1) for the year ended 30 June 2020. 
The figures contained in this report and in the attached draft Annual Report are still 
provisional results for the 2019/2020 year and may still change based on feedback from 
auditors. 

1.2 The purpose of the report is for the Committee to consider the Annual Report prior to its 
adoption by the Council.  Following this meeting, the draft version of the Annual Report will 
be updated and staff will report any significant changes to the Council when the final Annual 
Report is presented for adoption on 18 December 2020.

1.3 At the time of writing, there remain some technical accounting opinions required which 
auditors are still reviewing; these opinions may impact some of the key financial information. 
This also creates a risk that the Annual Report may not be adopted as proposed on the 18 
December 2020. 

1.4 The Covid-19 (Further Management Measures) Act has extended the statutory deadline for 
Local Government to adopt Annual Reports in 2020, from 31 October to 31 December 2020. 
However, convening a full Council meeting between 18 December and 31 December would 
be difficult due to the holiday season. Audit NZ also close down from 22 December. 

1.5 A draft Annual Report was provided to our Auditors on 7 September 2020, who have 
predominantly conducted their work remotely this year.

1.6 The attached Draft Annual Report will be professionally laid out for text, graphs, photographs 
and infographics following adoption by the Council and prior to printing and posting on the 
Council’s website.

1.7 This draft of the Annual Report will be subject to change prior to Council’s adoption on 18 
December 2020 as a result of:

 Updated data – expected adjustment for Other Comprehensive Revenue, Current 
Assets and Loans in relation to accounting for Waimea Water Limited. 

 Further editing and checking

 Feedback from the Auditors and this Committee.
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.4 1.8 At the 18 December 2020 Full Council meeting, the Annual Report will be presented for 

adoption.  Any material changes at that stage would require the auditor to review the Annual 
Report again prior to re-issuing their audit opinion.

1.9 The accounting surplus is $26.9 million.  This is $9.6 million ahead of budget. This better 
than budgeted position has enabled Council to record a lower total net debt position than 
budgeted, being $156.2 million against a budgeted $191.0 million (Annual Plan 2019/2020). 

1.10 We report on through this Annual Report 121 performance targets.  We have either 
provisionally achieved or nearly achieved 80% of the targets.  This is a marked improvement 
compared with 69% in the 2018/2019 financial year.

2 Draft Resolution

That the Audit and Risk Committee;

1. receives the Draft Annual Report 2019/2020 RFNAU20-12-4 and its attachments; 
and

2. notes that the draft Annual Report audit will be finalised before the Annual Report 
is presented to the Full Council meeting on the 18 December 2020 for adoption; 
and

3. recommends to the Council the adoption of the 2020 Annual Report for the year 
ended 30 June 2020 pursuant to Section 98 of the Local Government Act 2002.

3 Purpose of the Report

The purpose of this report is to:

3.1 receive the draft Annual Report 2019/2020 for the year ended 30 June 2020.

3.2 provide a recommendation to the Council on the adoption of the Annual Report 2019/2020. 

4 Background and Discussion

Background 

4.1 The purpose of an annual report under the Local Government Act 2002 is to:

 compare the actual activities and the actual performance of the local authority in the 
year with the intended activities and the intended level of performance, as set out in 
respect of the year in the Long Term Plan and the Annual Plan; and

 promote the local authority’s accountability to the community for the decisions made 
throughout the year by the local authority.

4.2 Staff have prepared the draft Annual Report (Attachment 1) for the year ended 30 June 
2020, which includes financial and non-financial information.  The figures contained in the 
draft Annual Report are still provisional results for the 2019/2020 year and may still change 
based on feedback from auditors. 
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.44.3 The Annual Report is a key record for local authorities to assist Councillors’ and the public to 

understand the activities and services provided throughout the year.  This is the second year 
for which the Annual Report describes delivery against the Long Term Plan (LTP) 2018-
2028.

Finances

4.4 The accounting surplus is $26.9 million.  This is $9.6 million ahead of budget. This better 
than budgeted position has enabled Council to record a lower total net debt position than 
budgeted, being $156.2 million against a budgeted $191.0 million (Annual Plan 2019/2020). 

4.5 Total net assets under Council control now total $1.59 billion, up $104 million from the 
previous year.  The movement is due to the total comprehensive revenue and expense for 
the year.

4.6 The financial performance reflects ongoing operational savings achieved by Council, 
delayed capital expenditure for some large projects, and lower debt.  A number of external 
factors moving in Council’s favour also assisted the result.  External factors include: 

 lower borrowing costs than expected

 low inflation

 higher than anticipated growth

 increased revenue from forestry activities, through a change in market demand 

4.7 While the COVID-19 pandemic did have an impact on Council, it was not as material as we 
expected in the current financial year and overall a surplus on the budget was still achieved.

4.8 The total comprehensive revenue and expense of $104.5 million are comprised of the 
surplus of $26.9 million and $77.6 million of other comprehensive revenue.  Other 
comprehensive income includes $29.8 million gain on revaluation of Port Nelson Limited 
assets, and a $45 million revaluation gain on the Council’s three water, transport and refuse 
assets. 

4.9 The surplus of $26.9 million compared to a budgeted surplus of $17.3 million.  This equates 
to a favourable variance of $9.6 million, due to:

 vested assets $7.3 million↑

 operating subsidies and grants $2.1 million↑

 capital subsidies and grants $1.4 million↓

 maintenance $3.3 million↑

 depreciation $1.5 million↑

 share of joint operation deficit  $5.8 million↓

 net forestry surplus $1.7 million↑

 unrealised gain on revaluation of forestry  $2.3 million↑

 unrealised loss on interest rate derivatives $4.3 million↓

 present value adjustment for loan $3.3 million↑
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.4  other movements $0.4 million↓

4.10 The current policy of funding the balance sheet as a whole has enabled Council to use 
deferred expenditure and operational savings, along with some reserves previously held as 
cash, to keep external debt down.  Lower debt and strong financial management of debt 
means Council exposure to interest changes is mitigated.  

4.11 Total rates revenue for the year was $76.0 million, up from $73.4 million last year, with 
growth in the District forming part of this increase.  During 2019/2020 rates revenue 
increases were 2.74%.

4.12 Total revenue from all other sources was $84.5 million – down from the 2018/2019 amount 
of $87.4 million.  This is a mixture of development contributions, higher fees and charges, 
forestry income, and higher movements in revaluations.

Unadjusted Financial Errors Impacting Surplus

4.13 Our auditors, Audit NZ, are currently reviewing their audit file (director and independent 
review) which could result in adjustments to the Annual Report.  Errors will be only be 
adjusted if material.  We are also waiting for Audit NZ’s technical opinion on the accounting 
treatment for Waimea Water Ltd (WWL) and a technical matter regarding Port Nelson Ltd.

4.14 If there is a material difference in opinion with current treatment for WWL, then the 
adjustments may be complex, and there may be insufficient time to revise the Annual 
Report. This means there is a risk that the deadline for adoption of our Annual Report by 31 
December 2020 may not be met especially in light of the difficulties of convening a Full 
Council meeting after 18 December.

4.15 The Port Nelson matter is relatively simple to amend, as is a disclosure only.

4.16 Note 37, Events After the Reporting Date, note is highlighted in yellow because this needs to 
be considered up to the date of adoption, including the latest estimate of WWL cost, if 
applicable. The latest cost to compete advised to shareholders by WWL in November 2020 
remains $129.4m

Non-Financial Performance

4.17 Council measures its performance each year using a core set of indicators that are 
determined through the Long Term Plan (LTP) and Annual Plan.  The results present a high-
level view of performance.  More results from other performance, environmental and 
regulatory monitoring can be found in the public reports held on the Council’s website or by 
contacting Council. 

4.18 We report on through this Annual Report 121 performance targets.  We fully achieved 85 of 
our targets, 12 were achieved within 5% of the target, 19 were not achieved, and there were 
five that we either did not have the full information available to report on, or they were not 
due to be measured this year.  Either we have achieved or nearly achieved 80% of all 
targets, which is a marked improvement compared with 69% in 2018/2019.

4.19 In some cases, the impacts of the Covid-19 pandemic and alert level restrictions affected 
performance (e.g. library visits, earnings for Council Enterprises, recycling, and customer 
response timeframes,).  Staff capacity and workload issues affected our performance in 
areas such as resource and building consent processing times.  In other cases, further 
investigation and investment are required to address performance issues, such as drinking 
water standards and fire hydrant compliance.
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.4Quality Control

4.20 Audit NZ is Council’s auditor for the Annual Report 2019/2020.  It conducted an interim audit 
in April 2020, and a full audit starting on 7 September. It continued for longer than usual as 
their work programme was impacted by Covid-19.  The Audit Plan for the year ending 30 
June 2020 (Attachments 2) sets out the particular matters Audit NZ focus on for Council, as 
well as areas of interest across all local authorities. A further update (Attachments 2) 
contains a further focus area for the impact of Covid-19 pandemic.

4.21 For Tasman, Audit NZ has identified the following focus areas: 

 Waimea Community Dam investment - Waimea Water Limited

 New set of Group accounting standards

 Fixed Asset impairment review

 Risk of management override of internal controls

 Revaluation of Infrastructure Assets

 Impact of Covid-19 pandemic

4.22 The Strategic Policy Team, with input from all budget holders, third-tier managers and 
specific technical staff, coordinates non-financial reporting.  The process involves initial 
input, then review by the budget holders and third-tier managers, with sign-off provided by 
Departmental Managers. 

4.23 Senior management for the Mayor will prepare a letter of representation, confirming they are 
satisfied that the Annual Report is an accurate reflection of the Council’s affairs for the 
2019/2020 financial year.  A signed copy will be made available at the Full Council meeting 
on 18 December 2020.

5 Options

5.1 Option1 – Preferred Option – Recommend to the Council the adoption of the Annual Report 
2020. 

This option enables the timely production and distribution of the 2020 Annual Report.  Once 
adopted the Annual Report becomes the public record of Council’s performance for the 
2019/2020 year.  If the Committee has any significant concerns about the content it should 
indicate these so that they can be addressed prior to the Council’s consideration for 
adoption on 18 December 2020.

5.2 Option 2 - Request changes to the Annual Report 2020 prior to its adoption by Council on 22 
October 2020.

The advantage of this option is that if the Committee has any significant concerns about the 
content of the Annual Report, staff may be able to address them prior to Council 
consideration of the document for adoption.  The disadvantage is that, depending on the 
extent of changes requested, staff will need to consider their ability to make the alterations 
and liaise with Audit NZ on its ability to complete the audit in time for the Council to adopt 
the Annual Report 2020 on 18 December 2020.  Any significant changes could potentially 
delay the adoption of the Annual Report beyond the statutory timeframe.
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.4 6 Strategy and Risks

6.1 There are no significant risks associated with the recommendations in this report. However, 
there is a significant risk that the Annual Report may not be adopted by the statutory 
deadline, 31 December 2020. 

7 Climate Change Impact Assessment

7.1 The Annual Report 2020 documents work by Council undertaken in 2019/2020 in relation to 
climate change, particularly in terms of its Climate Action Plan.  However, adoption of the 
2020 Annual Report has no impact on resilience to climate change or the ability of the 
Council to further respond to the impacts of climate change.

8 Policy / Legal Requirements / Plan

8.1 Section 99 of the Local Government Act 2002 mandates that all local authorities must have 
their Annual Report, and Summary Annual Report, audited by the Office of the Auditor- 
General.

8.2 Under the Local Government Act 2002, Section 98 (3), Council’s annual report must be 
completed and adopted, by resolution, within four months after the end of the financial year 
to which it relates, which is 31 October 2020. However, the Covid-19 (Further Management 
Measures) Act extended the statutory deadline for local government to adopt Annual 
Reports in 2020, from 31 October to 31 December 2020. 

8.3 The Annual Report has been prepared to fulfil the requirements of Part 3, Schedule 10 of the 
Local Government Act 2002.

9 Consideration of Financial or Budgetary Implications

9.1 The draft Annual Report sets out in full Council’s financial accounts for the 2019/2020 year.

9.2 The fee for the audit of Council’s Annual Report is $127,000 (excluding disbursements and 
additional Covid-19 costs) and $4,000 for the Debenture Trust Deed Audit. Given the 
technical matters around accounting for the Waimea Community Dam additional audit costs 
are likely to be incurred above the estimate.

10 Significance and Engagement

10.1 The decision for the Committee is whether to recommend the adoption of the Annual Report 
2020 to Council.  This decision is considered of low significance and no public consultation 
or engagement is considered necessary.  The Annual Report will be made publicly available 
following its adoption. 
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Significance Explanation of Assessment

Is there a high level of public 
interest, or is decision likely to 
be controversial?

Low

The decision before the Committee is 
whether to recommend the Council adopts 
the Annual Report.  Public interest in this 
decision is considered low.

Is there a significant impact 
arising from duration of the 
effects from the decision? Low

The Annual Report documents Council’s 
performance in 2018/2019 which ended 
on 30 June 2019.  The duration of the 
decision is until the Council considers 
adoption of the Annual Report.  

Does the decision relate to a 
strategic asset? (refer 
Significance and Engagement 
Policy for list of strategic assets)

Low

The Annual Report documents the 
financial and non-financial performance of 
a number of strategic assets.  However, it 
is not a mechanism by which the 
ownership nor operation of strategic 
assets can be altered.

Does the decision create a 
substantial change in the level 
of service provided by Council?

N/A

Does the decision substantially 
affect debt, rates or Council 
finances in any one year or 
more of the LTP?

Low

The decision for the Committee is whether 
to recommend that the Council adopts the 
Annual Report. This has no impact on 
Council finances.

Does the decision involve the 
sale of a substantial 
proportion or controlling interest 
in a CCO or CCTO?

N/A

Does the proposal or decision 
involve entry into a private 
sector partnership or contract to 
carry out the deliver on any 
Council group of activities?

N/A

Does the decision involve 
Council exiting from or entering 
into a group of activities?  

N/A

Does the proposal require 
inclusion of Māori in the 
decision making process 
(consistent with s81 of the 
LGA)? Low

The Annual Report reports on the 
activities that the local authority has 
undertaken in the year to establish and 
maintain processes to provide 
opportunities for Māori to contribute to the 
decision-making processes of the local 
authority. This year the report on these 
activities has been reviewed by iwi.

11 Conclusion
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.4 11.1 The accounting surplus is $26.9 million.  This is $9.6 million ahead of budget. This better 

than budgeted position has enabled Council to record a lower total net debt position than 
budgeted, being $156.2 million against a budgeted $191.0 million (Annual Plan 2019/2020). 

11.2 Council fully or nearly achieved the majority (80%) of its performance targets and did not 
achieve 16% of targets.  This is a marked improvement compared with 2018/2019 Financial 
Year.

11.3 The draft Annual Report fairly and comprehensively sets out the performance of the Council 
during the 2019/2020 year. However, the information is still subject to change following 
further feedback from auditors.

12 Next Steps / Timeline

12.1 Staff will continue to refine the Annual Report and work closely with Audit NZ on providing 
the necessary information required by the auditor and working through any issues raised.  

12.2 The Annual Report 2020 will go to the Full Council meeting on 18 December 2020 for 
adoption.  

12.3 The Summary Annual Report will be drafted for adoption with the Annual Report (with minor 
amendments to be approved by the Chief Executive Officer).

12.4 Professional design and production of the Annual Report and the Summary will be 
completed over the following weeks after Council adoption. 

12.5 The Annual Report 2020, and Summary Annual Report 2020 will be available to the public 
within four weeks from the date of adoption of the Annual Report, as required by the Local 
Government Act 2002.

12.6 Staff will prepare media communications about the Annual Report, including information in 
Newsline, and ensure the document is available on the Council’s website. 

13 Attachments
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