Nelson City Council
te kaunihera o whakatu

AGENDA

Ordinary meeting of the

Audit, Risk and Finance Subcommittee

Thursday 18 February 2016
Commencing at the conclusion of Planning and Regulatory
Committee
Ruma Marama, Floor 2A
Civic House
110 Trafalgar Street, Nelson

Membership: Mr John Peters (Chairperson), Her Worship the Mayor Rachel
Reese, Councillors Ian Barker and Brian McGurk, and Mr John Murray
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Guidelines for councillors attending the meeting, who are not members of the
Committee, as set out in Standing Orders:

e All councillors, whether or not they are members of the Committee,
may attend Committee meetings (SO 2.12.2)

e At the discretion of the Chair, councillors who are not Committee
members may speak, or ask questions about a matter.

e Only Committee members may vote on any matter before the
Committee (SO 3.14.1)

It is good practice for both Committee members and non-Committee members
to declare any interests in items on the agenda. They should withdraw from the
room for discussion and voting on any of these items.
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Nelson City Council Audit, Risk and Finance
te kaunihera o whakati Subcommittee

18 February 2016

3.1

3.2

4.1

5.1
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Page No.

Apologies
Nil
Confirmation of Order of Business
Interests
Updates to the Interests Register
Identify any conflicts of interest in the agenda
Public Forum
Hugh Briggs, Melrose House Society
Hugh Briggs, Chair of Melrose House Society, will speak about
the Society’s request for a loan/grant to undertake a bathroom
upgrade in Melrose House.
Confirmation of Minutes
12 November 2015 8-14
Document number M1593
Recommendation

THAT the minutes of the meeting of the Audit,

Risk and Finance Subcommittee, held on 12

November 2015, be confirmed as a true and
correct record.



Status Report - Audit, Risk and Finance
Subcommittee - 18 February 2016

Document number R5457
Recommendation
THAT the Status Report Audit, Risk and Finance

Subcommittee 18 February 2016 (R5457) and its
attachment (A1324298) be received.

Chairperson's Report

Corporate Report to 31 December 2015
Document number R5375

Recommendation

THAT the report Corporate Report to 31
December 2015 (R5375) and its attachments
(A1489864, A1482829, A793514, A1498466 and
A1486343) be received and the variations noted.

Recommendation to Governance Committee and Council

THAT Council resolves to fund the additional
expenditure for Tasman Street from the following
activities; Roading subsidised budgets
($119,000), Roading unsubsidised budgets
($117,000) and Stormwater budgets ($92,000),
a total of $328,000, from operational and capital
expenditure budgets as appropriate, noting that
any individual project underspends which cover
this overspend will be reported by 30 June 2016;

AND THAT funding of $100,000 for the Stoke
Foothills Traffic Study be deferred from 2015/16
to 2016/17;

AND THAT funding of $100,000 for the Atawhai
Hills Traffic Study be brought forward from
2016/17 to 2015/16.

15 - 16

17 - 37
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10.

11.

12,
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Letter to the Council on the audit for the year
ending 30 June 2015

Document number R5350
Recommendation

THAT the report Letter to the Council on the audit
for the year ending 30 June 2015 (R5350) and
its attachment (A1499499) be received.

Recommendation to Governance Committee and Council

THAT Council notes Audit NZ's comments
(A1499499) and how officers intend to address
the issues raised.

Health and Safety quarterly update to 31 December
2015

Document humber R4967

Recommendation
THAT the report Health and Safety quarterly
update to 31 December 2015 (R4967) and its

attachments (A1483985 and A1485205) be
received.

Council's Key Organisational Risk Progress Report
Document number R5395
Recommendation

THAT the Council's Key Organisational Risk

Progress Report (R5395) and its attachment
(A1461881) be received.

Internal Audit Report to 31 December 2015
Document number R5452
Recommendation

THAT the Internal Audit Report to 31 December
2015 (R5452) and its attachments (A1485806
and A1498101) be received.

38 -48
49 - 60
61 -79
80 - 86



13.

Extension of loan facility to the Melrose Society

Recommendation to Governance Committee and Council

THAT Council note the internal audit findings,
recommendations and status of action plans up
to 31 December 2015 (R5452).

Document number R4814

Recommendation

THAT the report Extension of loan facility to the
Melrose Society (R4814) and its attachments
(A1450076 and A1416892) be received.

Recommendation to Governance Committee and Council

THAT an interest free loan of $25,000 be made to
the Melrose Society for the purpose of toilet
refurbishment, subject to:

- the Society receiving a grant of $35,000
from the Rata Foundation for the same
purpose;

- the designs being approved by the Property
and Facilities Asset Manager;

AND THAT the loan is to be repaid in five annual
instalments of $5000 commencing 20 January
2017.

PUBLIC EXCLUDED BUSINESS

14.

Exclusion of the Public

Recommendation

THAT the public be excluded from the following
parts of the proceedings of this meeting.

The general subject of each matter to be
considered while the public is excluded, the
reason for passing this resolution in relation to
each matter and the specific grounds under
section 48(1) of the Local Government Official
Information and Meetings Act 1987 for the
passing of this resolution are as follows:

87 -104
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Item | General subject of
each matter to be

considered

Reason for passing
this resolution in
relation to each
matter

Particular interests
protected (where
applicable)

2 Letter to the
Council on the

ending 30 June
2015 - Utilities
Contract

audit for the year

Section 48(1)(a)

The public conduct of
this matter would be
likely to result in
disclosure of
information for which
good reason exists
under section 7

The withholding of the
information is necessary:
e Section 7(2)(h)
To enable the local
authority to carry out,
without prejudice or
disadvantage,
commercial activities

15.

M1692

Re-admittance of the public

Recommendation

THAT the public be re-admitted to the meeting.




Audit, Risk and Finance Subcommittee Minutes - 12 November 2015

Nelson City Council
te kaunihera o whakatu

Minutes of a meeting of the Audit, Risk and Finance Subcommittee

Held in Ruma Marama, Level 2A, Civic House, 110 Trafalgar Street,
Nelson

On Thursday 12 November 2015, commencing at 9.09am

Present: Mr ] Peters (Chairperson), Her Worship the Mayor R Reese,
Councillors B McGurk and Mr J Murray

In Attendance: Councillor P Matheson (Deputy Mayor), Chief Executive (C
Hadley), Group Manager Infrastructure (A Louverdis), Group

Manager Corporate Services (N Harrison), Senior Accountant
(T Hughes), Administration Adviser (E-J Ruthven)

Apology: Councillor Ian Barker

By agreement of all members present, Mr Murray assumed the Chair.

1. Apologies
Resolved AUD/2015/049

THAT an apology be received and accepted from
Councillor Ian Barker.

Reese/McGurk Carried

2. Confirmation of Order of Business
There was no change to the order of business, although it was noted that
the order of business may alter to accommodate the Council’s Treasury
Adviser, Brett Johanson’s, presentation to the Subcommittee.

3. Interests

There were no updates to the Interests Register, and no interests with
items on the agenda were declared.

4, Public Forum

There was no public forum.
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5.1

Confirmation of Minutes

14 October 2015

Document nhumber M1529, agenda pages 6 - 10 refer.

Resolved AUD/2015/050
THAT the minutes of the meeting of the Audit,
Risk and Finance Subcommittee, held on 14
October 2015, be confirmed as a true and correct

record.

McGurk/Murray Carried

Status Report - Audit, Risk and Finance Subcommittee - 12
November 2015

Document number R5107, agenda pages 11 - 12 refer.
Resolved AUD/2015/051
THAT the Status Report Audit, Risk and Finance
Subcommittee 12 November 2015 (R5107) and
its attachment (A1324298) be received.

McGurk/Murray Carried

CHAIRPERSON'S REPORT

7.

M1593

Chairperson's Report

There was no Chairperson’s report.

Internal Audit Plan and Procedure

Document number R5045, agenda pages 13 - 22 refer.

Group Manager Corporate Services, Nikki Harrison, presented the report.
She explained that the risk register captured organisational risks, and
that an audit of the top ten organisational risks was expected to be
completed by 30 June 2016.

In response to questions, Ms Harrison explained current internal checks
in relation to financial policies such as the payroll system. She added
that the internal audit system would involve a review of internal
processes, and may include data checking.

In response to a further question, the Chief Executive explained that no

issues had been raised through the whistle-blowing system, and as a
result, no review of this had been undertaken. Ms Harrison added that

9
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Audit, Risk and Finance Subcommittee Minutes - 12 November 2015

any issues arising as a result of internal audits would be brought to the
subcommittee’s attention.

Attendance: Mr Peters joined the meeting at 9.21am, and assumed the chair.

10

In response to a question, the Chief Executive explained that regulatory
risk was captured in the risk register, but was not considered to be one
of the top ten risks requiring internal audit in the short term. She said
that some elements of regulatory risk were monitored via external
auditing procedures, but that other aspects would require internal audit.

In response to further questions, Ms Harrison explained that the interest
schedules for both elected members and staff were updated on an on-
going basis. She said that the schedule recording elected members’
interests was carefully reviewed by Audit New Zealand, but that an audit
had not been undertaken regarding the staff interests’ register.

Following discussion, it was agreed that, in the Internal Audit Procedure
under the heading ‘Extension for Action Plans’, the words “or
organisational risk” should be added after the words “no safety-related
issues”.

Resolved AUD/2015/052
THAT the report Internal Audit Plan and
Procedure (R5045) and its attachments
(A1452073 and A1428836) be received.

Murray/McGurk Carried

Recommendation to Governance Committee AUD/2015/053

THAT the Internal Audit Plan to 30 June 2016
(A1452073) be approved, with the amendment:

e Under the heading '‘Extension for Action
Plans’, insert the words “or organisational
risk” after the words "no safety-related
issues”.

McGurk/Murray Carried

Corporate Report to 30 September 2015

Document number R5067, agenda pages 23 - 40 refer.

Group Manager Corporate Services, Nikki Harrison, presented the report.
In response to a question, Group Manager Infrastructure, Alec Louverdis,

explained the quantum involved in studies delayed until the New Zealand
Transport Agency Southern Arterial Investigation was released.
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In response to a question regarding the Nelson School of Music, Ms
Harrison explained that the expenditure being behind budget was largely
a timing issue. She added that there were a number of open purchase
orders, which indicated work underway.

In response to a question regarding the Nelson Plan and the Air Plan, the
Chief Executive explained that, dependent on timing of hearings, there
was likely to be an overspend in the Air Plan as a result of bringing the
Plan Change forward.

The Committee considered the report attachments in turn.

In response to a question regarding the Capital Expenditure Graph, Ms
Harrison explained that the actual spend trending behind the budget was
largely an invoicing timing issue.

In response to questions regarding the Major Projects Status Report, Mr
Louverdis gave an update of the process surrounding Cultural Impact
Assessments. With regards to the Trafalgar Centre re-opening, Mr
Louverdis confirmed that the budget column reflected stages 1-3, but
that the next report would have updated costs.

There was a discussion regarding marina maintenance dredging. In
response to a question, Mr Louverdis explained the process of calling for
tenders, and noted that responses to the tender exceeded the available
budget. He said that the next Corporate report would address this issue.

In response to a question regarding debtors to Council, the Chief
Executive advised that debt recovery steps were being undertaken. She
added that the meeting would need to move into public excluded session
in order to provide further details.

Resolved AUD/2015/054

THAT the report Corporate Report to 30
September 2015 (R5067) and its attachments
(A1448646, A1311288, A793514, and A1437431)
be received and the variations noted.

Murray/McGurk Carried

Resolved AUD/2015/055

THAT the subcommittee notes that funding of
$8,900 has been allocated to Isel House in
2015/16 for the operational costs of running the
House.

McGurk/Reese Carried

11

GT0Z J2qWIAON ZT - S9INUIY 93}HWWO0OGNS ddUeUl4 pue Xsiy )pny



Audit, Risk and Finance Subcommittee Minutes - 12 November 2015

10.

12

PwC Presentation

Brett Johanson, Council’s Treasury Adviser, gave a Power Point
presentation on treasury risk management (A1458485).

He spoke about changes to the domestic and global interest rate
markets, and explained additional movements in the financial market
which impacted on the manner in which local authorities managed their
treasury functions.

Mr Johanson provided an update regarding the Local Government
Funding Agency (LGFA). He explained the change in policy allowing
bonds to be issued out to 12 years at a lower cost than bank funding,
and noted that there may be an even longer-term bond offering in the
future. He spoke about the effect that longer-term bonds had on local
authorities’ ability to manage debt risks.

The subcommittee discussed whether Council was too risk adverse to
taking on debt, given that current market conditions were favourable to
taking on further debt. In response to a question, Ms Harrison
explained that pre-funding future projects when interest rates were low
was not necessarily advantageous to Council, as margins would be lost
when such funds were re-invested. Mr Johanson added that pre-funding
also raised the risk of over-hedging and creating inflexibility, and that
external agencies, such as the LGFA and Standard and Poors,
appreciated local authorities behaving in a financially prudent manner.
He added that pre-funding activities by taking on debt now could
potentially affect Council’s credit rating, which would have flow on
effects for relative interest rates.

There was a further discussion regarding whether asset management
and deferred maintenance, particularly of infrastructure assets, should
be brought forward, in order to take advantage of lower interest rates,
and the capacity of Council to deliver such projects was discussed. It
was noted that Council’s current debt to total revenue ratio was
approximately 65%, well below Council’s policy limit of 150% and the
Standard and Poor’s limit of 175%, at which a down-grade of the credit
rating would be indicated. In response to a question, Ms Harrison
explained that the Long Term Plan indicated a ratio of approximately
140% around years six to seven, and that this should be kept in mind if
any alterations to Council’s current debt management were to be
considered.

Mr Johanson then explained updates to Council’s Liability Management
Policy. He said that this was how managed out to 12 years, as a result
of the longer term LGFA funding available, but that any debt beyond
this time period would require Council approval.

He added that the 5-year-plus limit had moved from 40% to 60%, as
this provided the greatest flexibility for Council to manage growing debt.
There was a discussion regarding Council’s exposure to banks through
interest rate swaps, and whether it was appropriate for local authorities

M1593



11.

12,

M1593

to invest with local building societies or credit unions. In response to a
question, Ms Harrison clarified that Council was a net borrower, and was
not in a position to invest in such agencies per se.

In response to questions, Mr Johanson explained that prudent financial
management was a key objective, and that overall Council was fit for
purpose and meeting best practice standards in relation to its liability
and investment policies, and disciplined approach to managing risks.

Attachments

1 Power Point Presentation - A1458485 - Treasury Management Update

Liability Management Policy amendment
Document number R5077, agenda pages 41 - 56 refer.
Resolved AUD/2015/057

THAT the report Liability Management Policy
amendment (R5077) and its attachment
(A1450461) be received.

Murray/McGurk Carried

Recommendation to Governance Committee AUD/2015/058

THAT the amended Liability Management Policy
(A1450461) be adopted.

Murray/McGurk Carried

Exclusion of the Public
Recommendation

THAT the public be excluded from the following
parts of the proceedings of this meeting.

The general subject of each matter to be
considered while the public is excluded, the
reason for passing this resolution in relation to
each matter and the specific grounds under
section 48(1) of the Local Government Official
Information and Meetings Act 1987 for the
passing of this resolution are as follows:

Item | General subject of | Reason for passing Particular interests
each matter to be this resolution in protected (where
considered relation to each applicable)
matter

13
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Audit, Risk and Finance Subcommittee Minutes - 12 November 2015

Item | General subject of | Reason for passing Particular interests

each matter to be this resolution in protected (where
considered relation to each applicable)
matter

The meeting went into public excluded session at 11.20am and resumed
in public session at 11.25am.

13. Re-admittance of the Public

Resolved AUD/2015/059
THAT the public be re-admitted to the meeting.

McGurk/Murray Carried

There being no further business the meeting ended at 11.25am.

Confirmed as a correct record of proceedings:

Chairperson Date

14 M1593



Nelson City Council Audit, Risk and Finance
te kaunihera o whakat Subcommittee

18 February 2016

REPORT R5457

Status Report - Audit, Risk and Finance Subcommittee -
18 February 2016

1. Purpose of Report

1.1 To provide an update on the status of actions requested and pending.

2. Recommendation

THAT the Status Report Audit, Risk and Finance
Subcommittee 18 February 2016 (R5457) and
its attachment (A1324298) be received.

Shailey Burgess
Administration Adviser

Attachments

Attachment 1: A1324298 - Status Report - Audit, Risk and Finance
Subcommittee

M1692 1 5
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Nelson City Council Audit, Risk and Finance
te kaunihera o whakat Subcommittee

18 February 2016

REPORT R5375

Corporate Report to 31 December 2015

1. Purpose of Report

1.1 To inform the members of the Audit, Risk and Finance Subcommittee of
the financial results of activities for the 6 months ending 31 December
2015 compared to the approved operating budget, and to highlight and
explain any material variations.

2. Delegations

2.1 The Audit, Risk and Finance Subcommittee has oversight of the
management of financial risks.

3. Recommendation

THAT the report Corporate Report to 31
December 2015 (R5375) and its attachments
(A1489864, A1482829, A793514, A1498466
and A1486343) be received and the variations
noted.

Recommendation to Governance Committee and Council

THAT Council resolves to fund the additional
expenditure for Tasman Street from the
following activities; Roading subsidised budgets
($119,000), Roading unsubsidised budgets
($117,000) and Stormwater budgets ($92,000),
a total of $328,000, from operational and
capital expenditure budgets as appropriate,
noting that any individual project underspends
which cover this overspend will be reported by
30 June 2016;

AND THAT funding of $100,000 for the Stoke
Foothills Traffic Study be deferred from
2015/16 to 2016/17;

AND THAT funding of $100,000 for the Atawhai

Hills Traffic Study be brought forward from
2016/17 to 2015/16.

M1692 1 7
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8. Corporate Report to 31 December 2015

4.2

5.1

5.2

5.3

5.4

5.5

18

Background

The report focuses on the 6 month performance compared with the year
to date approved operating budget. Budgets for operating income and
expenditure are phased evenly through the year, whereas capital
expenditure budgets are phased to occur mainly in the second half of the
year.

Some definitions of terms used within this report:

o Approved operating budget — Annual plan plus carry forwards plus
any other additions or changes approved by Council;

. Operating income - all income other than rates including metered
water, grants, fees, rentals, and recoveries;

o Rates - includes the general rate, wastewater, stormwater and
flood protection rates, and targeted rates for Solar Saver;

. Staff costs — salaries plus overheads such as training, super,
professional fees and office accommodation expenses;

. Depreciation - includes all depreciation, and any losses on asset
disposal/retirement;

o Interest - includes debt interest, bank fees, interest rate swap
margins, treasury and rating agency fees.

Discussion

The report focuses on performance to date compared with the year to
date approved operating budget. More detailed financials by sub-activity
are in Attachment 2.

It is anticipated that this will be the last corporate report in this format.
Officers are working with the Subcommittee external appointees to
streamline reporting to better meet the needs of the sub-committee.

For the 6 months ending 31 December 2015, the activity surplus/deficits
are $2.6 million favourable to budget.

Revenue and expenditure variances are discussed by activity. Many
variances are a mismatch in timing between the budget phasing and
actual expenditure. The Christmas/New Year break has also delayed
receipt and processing of regular expenses. Finance will investigate more
tailored budget phasing for the upcoming financial year.

Staff expenses are $361,000 in total favourable to budget. Variances in
activities illustrate where staff time has actually been spent against
where it was expected to be spent at the time of setting the 2015/16
Annual Plan.
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5.6

5.7

5.8

5.9

5.9.1

5.9.2

5.10

M1692

Depreciation is $175,000 unfavourable to budget. This is as a result of a
$94,000 write down for retired assets along with depreciation on
unbudgeted assets added to the register.

Finance expenses are $165,000 favourable to budget as 2014/15 capital
expenditure was less than projected and interest rates remain favourable

to those anticipated.

NCC variance to budget to 31 December 2015

Year to Date Variance to Budget

Surplus Revenue
(Better)/  (Better)/ Expenses- Expenses- Expenses- Expenses -
Activity Worse Worse Staff other Interest Depr
Corporate 920,762 853,156 377,653 (172,397) (160,899) 23,250
Parks & Active Recreation (967,688) 96,489 (15,558) (1,047,968) (16,178) 15,527
Social (424,727) (11,165) (1,580) (406,721) 1,927 (7,189)
Economic (239,763) (200,000) (991) (39,403) 631 0
Transport (540,688) 161,808  (329,943)  (476,820) 21,393 82,874
Environmental Management (635,739) 359,129 (371,771) (638,460) 5,374 9,990
Wastewater (150,513) (39,437) 26,258 (143,749) 2,318 4,098
Stormwater (137,991) 0 (37,124)  (146,517) 31,590 14,059
Water Supply (239,586) 98,661 28,678 (402,750) (1,399) 37,224
Flood Protection (175,607) 0 (36,965) (84,683) (49,580) (4,379)
Total (2,591,540) 1,318,640  (361,343) (3,559,468) (164,823) 175,454
Corporate

The Corporate activity is $921,000 unfavourable to budget.

Revenue - $853,000 less than budgeted. Internal interest income is
$186,000 less than budgeted as 2014/15 capital expenditure was less
than projected and interest rates remain favourable to those anticipated.
Forestry income is $584,000 as revenue and costs related to the harvest
of the Brook stand are yet to be finalised. We are also still awaiting
reimbursement from the Ministry of Civil Defence and Emergency
Management for a claim lodged in July last year for the 2011 emergency
event (278,000 year to date, total claim $555,000).

Expenses - $172,000 less than budgeted. There are timing differences in
Civic House outgoings such as cleaning, and delays in commencing
programmed maintenance. A loss on disposal of $80,000 was recorded
on the retirement of the old phone system from the fixed asset register.

Parks and Active Recreation

The Parks and Active Recreation activity is $968,000 favourable to

budget due to:

19
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8. Corporate Report to 31 December 2015

5.10.1

5.11

5.11.1

5.11.2

5.12

5.12.1

5.12.2

5.13

5.13.1

20

Expenses - other - $1,048,000 less than budget. Water by meter is
$162,000 below budget - seasonality is a major driver of this variance
with the March quarter generating heavier expenditure. Grants for capital
projects at Saxton’s Field have not yet been made to Tasman District
Council ($440,000 - timing), and maintenance expenditure is behind
budget by $376,000 including $150,000 for the Marina dredging. The
scope and timing (originally November) for the Marina dredging is being
revised as the submitted tender price exceeds the existing budget. Some
maintenance expenditure in this activity is very seasonable, and a large
number of purchase orders have been raised.

Social
The Social activity is $425,000 favourable to budget due to:

Revenue - $11,000 more than budget. Festivals income is $216,000
more than year to date budget (offset by expenditure). Founders book
fair proceeds ($53,000 behind year to date budget) will be received in
June, and motor camp income ($124,000 behind year to date budget)
should be caught up in January/February. All timing issues.

Expenses - other - $407,000 less than budget. Expenditure for the
earthquake strengthening and refurbishment of the Nelson School of
Music is behind budget by $403,000 (timing). Maintenance expenditure
is $118,000 less than budget although again there are a large number of
open purchase orders awaiting invoices. Festivals are overspent
$195,000 year to date (offset by income, a timing issue).

Economic
The Economic activity is $240,000 favourable to budget due to:

Revenue - $200,000 more than budget. The unbudgeted half year
contribution from TDC has been received against unbudgeted
expenditure incurred in Economic Development and Tourism Nelson.

Expenditure - the Events Contestable Fund has not yet been accessed
($167,000, timing), and $41,000 expenditure budgeted for investigating
a business incubator is not expected until year end (timing). EDA and
NTT service provision is $200,000 overspent year to date (offsetting
revenue in EDA from TDC).

Transport

The Transport activity is $541,000 favourable to budget due to:

Revenue - $162,000 less than budget as the timing of income from NZTA
($179,000) reflects the timing of expenditure. Income from Parking
Regulation is tracking ahead of budget year to date ($53,000) as the

anticipated reduction in fines relating to changes in parking enforcement
has not eventuated.
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5.13.2

5.14

5.14.1

5.14.2
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Expenses - other - $477,000 less than budget, mainly in subsidised and
unsubsidised roading. The most significant underspends in that activity
are:

. Base maintenance $346,000 less than budget in the roading
accounts. Year to date underspend is a result of seasonality and
contract management requirements. Budgets are expected to be
spent by the end of the financial year.

. $52,000 more than budget in off-street parking meter maintenance
as paper usage has significantly increased with 1 hour free parking.

o $95,000 underspent year to date in recovery works from the 2011
emergency event relating to Days Track. This work has been carried
forward from 2014/15. A report on this project will be coming to a
Works and Infrastructure committee meeting in the New Year.

o There has been no spend year to date on the Southern Arterial
corridor management Plan. This is delayed until the findings of the
NZTA Southern Arterial Investigation are released. This money will
not be spent in the current financial year.

. The Stoke Foothills Traffic Study has been delayed from 15/16 to
16/17 so that the model that is under development for the NZTA
Southern Link project and its outputs can be utilised which will
result in more robust outcomes/better value for money.

. The Atawhai Hills Traffic Study is proposed to be brought forward
from 16/17 to 15/16 (this year) so the outputs of the study can be
incorporated into the Nelson Plan and landscape value work
currently underway.

Environmental Management

This activity includes Civil Defence and Rural Fire activities, Consents and
Compliance, Environmental Programmes, and Solid Waste activities. The
Environmental Management activity is $636,000 favourable to budget
due to:

Revenue - $359,000 less than budget. Landfill fees and levies (including
hazardous waste levies) are $258,000 (15%) less than year to date
budget as waste volumes are less than anticipated. Income recorded in
other solid waste accounts is $154,000 less than budget as expenditure
in these accounts is correspondingly less than budgeted. Building income
is $66,000 above budget (8%). Volumes are roughly the same as first
quarter 2014/15, the increased revenue is a result of higher value
building applications. Resource consent income is $64,000 ahead of
budget and tracking ahead of prior year to date.

Expenses - other - $638,000 less than budget. Environmental advocacy
and advice (mainly Nelson Nature) is $127,000 behind budget. A
monitoring programme has now been agreed and expenditure has been
committed. A partnership with the Department of Conservation (DoC)
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has been announced and work direction is now being confirmed which
will require expenditure.

Solid waste expenditure is $377,000 less than budget including $154,000
internal transfer in the closed accounts (offsetting income). There has
been little expenditure in Waste Minimisation due to a programme
delivery review and timing of expected invoices; service provision for the
transfer station and landfill are under budget as December has only been
partly invoiced; and Toe embankment maintenance and ETS levies in the
landfill account will not be spent until the end of the year.

Wastewater
The Wastewater activity is $151,000 favourable to budget due to:

Expenses - other - $144,000 less than budget. Maintenance expenditure
is $131,000 behind budget with a review of this expenditure to be
undertaken in February. There has been no expenditure on natural
hazards risk assessment to date - a report is currently being prepared on
the impact of natural hazards on the NWWTP, rising main and primary
pump stations. This work complements development of projects such as
Nelson Plan, Land Development Manual and civil defence planning.

Stormwater
The Stormwater activity is $138,000 favourable to budget due to:

Expenses - other - $144,000 better than budget. There has been no
expenditure year to date against budgets for studies and strategies
including natural hazards risk assessment (see Wastewater comment).
Work has been commissioned for the project on network capacity
confirmation for growth areas and is likely to be completed by May. The
budget for Building Act compliance in relation to dams ($60,000 year to
date) is unlikely to be spent due a delay from central government
required to progress the project.

Water
The Water activity is $240,000 favourable to budget due to:
Revenue - $99,000 less than budget (timing).

Expenses - other - $403,000 less than budget relates to $307,000
maintenance expenditure including $178,000 for reactive maintenance,
$82,000 for head-works maintenance (timing), and $35,000 for projects
linked to the resource consents (to be reviewed in February). There has
been no expenditure year to date against budgets for studies and
strategies including natural hazards risk assessment (see Wastewater
comment), water loss reduction strategy, and water safety plan (both to
be reviewed in January/February). Work has been commissioned for the
project on network capacity confirmation for growth areas and is likely to
be completed by March.
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Flood Protection
The Flood Protection activity is $176,000 favourable to budget.

Expenses - $85,000 less than budget - there is a delay in programmed
work waiting on global/individual consents. December stream inspections
have identified possible other areas of focus and Nelmac are now
supplying cost estimates on this work.

Capital Expenditure

Capital expenditure to 31 December 2015 was $17.8 million, $8.0 million
(31%) below budget. Details are included in Attachments 2, 3 and 5.

Improvements in the way projects are developed and managed have led
to initial delays as greater rigour has been applied to preparing and
understanding the projects. However, expectations at this stage are that
the work programme will be met.

Balance Sheet

Council had $1.7 million in on call cash balances at the end of November
from payment of the October rates instalment. Operational expenditure
utilised this balance in December.

Payables include rates received in advance. As rates are invoiced in
quarterly instalments, significant movements are generated between
debtors and creditors, depending on which month of the cycle is being
reported. Balances have also built up from those ratepayers with direct
debit arrangements in advance of the next quarterly rates accounts,
invoiced in January.

In December, $5 million of current borrowings were replaced with $5m
term borrowings through the Local Government Funding Agency, due in
2023.

Rates income for the quarter is recognised in its entirety when it is
invoiced, in this case in October. Over the following 2 months,
accumulated funds decrease as expenditure is incurred. Essentially
accumulated funds reflects the timing differences between rates income
and organisational expenditure.

Royal Visit

Direct costs relating to the visit to Nelson in November 2015 by HRH the
Prince of Wales and the Duchess of Cornwall totalled $70,000. A budget
of $100,000 was approved for this event. Refer Attachment 9.

Consultancy costs for Chief Executive Employment
Committee

External support for the Chief Executive Employment Committee totals
$25,500 to December.
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Outstanding rates at 31 December 2015
Please see attachment 8 for an update.
Tasman Street upgrade

The Tasman Street Upgrade project (between Nile Street and Bronte
Street) commenced in February 2015 and was completed in late October
2015. This project was signalled in the 2013/14 Annual Plan. The work
included the upgrade of Council underground services (water, sewer and
storm water), footpaths, kerb and channel , carriageway upgrade, re-
seal, roundabout improvements, street lighting and underground private
services (power and telecommunications).

The original project budget was $1,129,000. Following very competitive
pricing, the final budget on evaluation was reduced by $119,000 to
$1,010,000 as the tendered price was lower than the estimate. This
included a contingency (as per all contracts) of approximately 15%.

Many issues during the project led to an eventual overspend of
approximately $211,000 and a final construction cost of approximately
$1,340,000 (22% higher than the original project budget). Asset
Managers believe the shortfall should be allocated to those activities that
have benefited from the betterment the additional works have provided.

This project predated the new and now standard quality assurance
measures put in place following the review of how capital projects should
be delivered. There are now systems in place to ensure that risks (as
identified on this project) are mitigated.

The complex project included the following conditions encountered on
site that are regarded as genuine unforeseen issues:

Incorrect location of private underground services

o Incorrect location of historic Council services

o Poorer than expected ground conditions

o Poor design assumptions

o Altering design to mitigate unforeseen issues
These unforeseen issues also included the opportunity for Council to
upgrade existing services (termed betterment) at a reduced cost,
resulting in increased asset life, due to economies of scale and avoiding

re-excavation of the carriageway.

There have also been very positive lessons learnt from poor design
process which are now being applied to all new projects to mitigate risk.
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These issues have been discussed with the external design consultant
with a view to a financial contribution to offset the additional costs.

Other projects update

Please see Attachment 5 for progress reports on Council’s major
projects.

Alignment with relevant Council policy

The finance report is prepared comparing current year performance
against the year to date approved operating budget for 2015/16.

Assessment of significance against the Council’s
Significance and Engagement Policy

There are no significant decisions.

Consultation

No consultation is required.

Inclusion of Maori in the decision making process

No consultation is required.

Tracey Hughes
Senior Accountant

Attachments

Attachment 1: NCC Detail Performance (A1489864)
Attachment 2: Capital Expenditure Graph (A1489864)
Attachment 3: Capital Expenditure by Activity (A1489864)
Attachment 4: NCC Balance Sheet (A1489864)
Attachment 5: Major Projects Report (A1486343)
Attachment 6: Interest Rate Position (A1482829)
Attachment 7: Debtors report (A793514)

Attachment 8: Rates Outstanding (A1489864)
Attachment 9: Royal visit costs Dec 2015 (A1498466)
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8. Corporate Report to 31 December 2015 - Attachment 1 - NCC Detail Performance (A1489864)

NCC variance to budget to 31 December 2015

Year to Date Varlance to Budget
Surplus  Revenue
{Better)/ (Better)/  Exp - Exp . p . v -
|Activity Worse Worse Staff other Interest Depr

Corporate Cost Of Democracy 21478)  (12,309) 0 (9,169) 0 [}
Admin & Meeting Support 505,422 (766) 516,513 (10,326) ] 0
Council Publicity {44,167) 0 1428 (45,887) 292 1)

Members Expenses 5,148 (59) 1135 3,820 0 %2

Election Expenses (2,910) 0 0 (2,910) 0 0

Civic Expenses 25,286 870 5,390 19,025 0 0

Contingency 0 0 0 0 0 0

Investment Management (130,342) 49,867 0 20379 (200,588) 0
Civic House (106,750) (1,781) (2,767)  (73,362)  (20,8%9) (7,981)

Rental Properties 6513 (41,705) 43,098 (3,920) 8175 865
Forestry 606433 584,334 6,933 (6.620) 21,786 {

Subdivisions (W/Bluff & Ridgeway) (3,795) (2,795) (2,736) 1,733 0 0

Policy (192,388) 0 (191,342) (1,046) 0 0

Administration (32,011) 0 0 (64,115) (1) 30,115

Emergency Response Fund 307,806 277,500 0 0 30,306 0

(Corporate Total 920,762 853156 377653 (172.397)  (160,899) 232%
Parks & Active Recreation Horticulture Parks 134,163) 1426 (12930)  {22,070) 2,506 (3,098)
Neighbourhood Parks (24,921) 2,775 {13376)  (13.152) 1,135 (2,303)

Park Trees (22,852) 0 ($70)  (22,281) 0 0
Conservation Reserves 11,492 (6,650)  {10,283) 29,264 (91) (748)

Landscape Reserves (40331)  (11,742) (2,887)  (25,855) 14 339
Esplanade & Foreshore Reserves (175,798) (36) 4032 (183,627) 5,580 (1,747)

Heritage Landscape Local Trees 13,196 0 2,097 11,100 0 0
Walkways 6879 (1,179) 2,436 8,439 0 (2.817)
Sports Parks (154,181) 15,148 7633 (153,587) (4,668)  (18,706)

Recreation Planning 13,762 (265) (3.943) 18,070 0 0

Natureland (9,852) (10) 0 (9,500) (342) 0
Trafalgar Centre (84,945) 28,106 17,711 (59,352)  (37,580)  (33,834)

Saxton Field Stadium 57,739 (7,590} (4116)  (23,147) (1,420 94,012

Saxton Oval Pavilion (7,358) (7172) 1822 (5,023) 2,217 738
Golf Course 60,409 50,932 2,340 7,657 0 (519)

Pools (36,043) 21,725 (2,822) (56,210 (919) 2,184

Community Programmes 22,748 (830) (13,593) 37171 0 0

Recreation Lisison {15,519) 0 (10,399) (5,125) 0 0
Play Facilities 19,010 0 948 (6,332) €02 (4,228)
Marina (104,416)  (13,529) 15,361 (106,684) 2,737 {2,301)
Saxton Fleld Capital Works (461,434) 25,481 (6,579) (452,722)  (16,163)  (11,4%0)

, Regional Community Facilities 26,713 0 11,557 {15,000) 30,156 0

Parks & Active Recreation Total Wm 96,439 (15,558) (1,047,968) (16,178} 15,527
Social Managing Heritage And Arts (54.358) (600)  (19,334)  (37,%08) 634 2,4%
Museum {15,576) 0 0 () (15,576) 0

Suter Gallery £7,554 0 28,105 (1,911) 31,361 0
Isel House (10,356) (13) 711 (11,332) (223) ()

Melrose House (32,435) (93) 787 135,574) 1,349 1,035
Broadgreen House (39,215} 1,150 (35,883 (4,124) (41) (318)
Founders Park 152,844 $7,106 40,891 54,726 1,013 (892)
Historic Cemeteries {34,680) (328) (1,515)  (31,351) 0 (1.487)

Heritage Incentives (45,676) 0 (6,600)  (39,076) 0 0

Festivals (18,083)  (214,475) (381) 196,773 0 0

Street Decorations (12,751) 0 (5,094) (7,657) 0 0

School Of Music (402,398) 0 5015  (403,295) 4117 0

Theatre Royal (803) 0 0 (938) 135 0

Nelson Library 23447 15,126 (8,089) 11,250 623 4,537
Stoke Library (3,857) 2,389 12,225 {17,853) 0 (618)
Nightingale Memorial Library (15,149) (701) (7.932) (6,201) 0 (3185)
Marsden Valley Cemetery 11,363 6272 (600} 5,081 722 (112)
Crematorium 35110 (11,017 4874 a2, (27) (1,188)

Toilets (Free) {43,155) ] (1,441)  (41,762) (187) 234
Toilets (Charge) (12,463) {77%) (189)  (11,745) 247 (1)

Stoke Community Centre (8,061) 0 0 0 (8,061) 0

Stoke Hall 4531 (3132) 1,643 6,010 10 0

Maitai Club (5,290) 4641 (861)  (10,297) 1,227 0
Community Properties (6,236) 2,380 21,213 (25,893) (2,056) (1,60)

Wakapuaka Recreation Centre (1,581) 472 (624) (1,437) 0 3
Trafalgar St Hall (6,558) 1,225 (624) (6,806) (101) (252)
Motor Camp Tahuna 79255 109233 (3.423)  (26,583) 0 (2)

Maitai Camp 2,994 10,212 (1,397) (5,849) 28 0

Brock Camp (33387 5,207 (1,983)  (11.,771) (4,931) 90
Community Housing (28,814) 23,706 (3576)  (43911) 0 (5.033)
Employment Assistance 12,764) (5,000) (3,395) 9,126 0 (3.495)

C ity Lisison: Develop (1,231)  (24,089) 10,081 2,731 0 46

Community Lisison: Grants (Ca) 23,610 0 (24,184) 47,654 140 0
Total (4247271 (11.368) (1,580)  (406,721) 1927 7.189)
Economic Sister City Links (1.841) 0 0 (1,841) 0 0
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Year to Date Variance to Budget

Surplus Revenue
(Better)/  (Better)/  Exp - Exp - Exp - Exp

Activity Subactivity Worse Worse Staff other Interest Depr
Economic Development {336,151)  (200,000) (991)  (135,732) 572 0
Tourism Nelson 98,229 0 0 98,170 59 0
Cricket World Cup 0 0 0 0 0 0
Economic Total {239,763)  (200,000) (991) (39,403) 631 0
Transport Subsidised Roading (288,455) 184,844 (298,961)  (198,615) 24,277 0
Unsubsidised Roading (217,258)  (38,182)  (37,195)  (242,539) 14,826 85,832
Roading Properties (16,628) (33,053) 14,243 837 854 491
Parking Regulation (74,119) (52,712) (991) (20,624) 0 208
Parking and CBD Enhancement 111,666 22,176 (252) 94,305 (2,531) (2,032)
Millers Acre Centre (22,472) (15,591) 2,136 7,247 (15,940) (324)
Public Transport 25,966 88,289 {7,303) (53,619) (100) (1,301)
Total Mobility (59,388) 6,038 (1,620)  (63,813) 7 0
|Transport Total (540,688) 161,808  (329,943)  (476,820) 21,393 82,874
Environmental Management Civil Defence 6,456) |} (1,484) (5,000) 28 0
Rural Fire Control 22,496 (6,554) {) 28,218 805 26
Monitoring The Environment (17,607) 0 76,955 (93,295) (847) (420)
Developing Resource Mgt Plan (2,339) (2,109) 61,165 (61,395) 0 0
Environmental Advocacy/Advice (216,372) {7,000) (85,584)  (123,788) 0 0
Pest Management (2,763} 0 (1] 2,763) 0 0
Clean Heat Warm Homes 54,940 50,990 () (286) 4,236 0
Solar Saver 1,997 0 {) 738 1,258 0
Dog Control 5,816 6,807 (2.971) 3,515 0 (1,534)
Animal Control 1,998 (118) 0 2,116 0 0
Liquor Licencing (13,289) (13,301) 1,500 (1,489) 0 0
Food Premises 44,877 45,309 o (433) 0 0
Public Counter Land & General 5475 (15,343) 23,876 (3,058) 0 0
Building Services {253,287) (65,571)  (175,022) (12,812) 0 117
Harbour Safety (2,076) 1,675 1,267 {1,859) (107) (3,054)
Pollution Response 4,952 14,250 (1,019) (8,279) 0 0
Resource Consents (292,605) (63,843) (267,138) 38,376 0 0
Enforcing Bylaws {60) 1,728 0 (1,788) 0 0
Building Claims (24,847) 0 (7,381)  (17,465) 0 0
Waste Minimisation 0 76,799 1,562 (78,064) 0 (297)
Transfer Station ) 45,206 8,854 (58,818) 0 4,758
Landfill 53273 257,921 788 (215,831) 0 10,394
Joint Landfill 142 0 142 o 0 0
Green Waste 0 12,739 (4,078) (8,660) 0 0
Recycling 0 19,544 (3,204) (16,340) 0 0
Environmental Management Total (635,739) 359,129  (371,771)  (638,460) 5,374 9,990
Wastewater (150,513) (39,437) 26,258 (143,749) 2,318 4,098
Mmm Total (150,513) (39,437) 26,258  (143,749) 2,318 4,098
Stormwater Stormwater (137,991) 0 (37,124)  (146,517) 31,590 14,059
Stormwater Total {137,991) 0 (37,124)  (146,517) 31,590 14,059
Water Supply Water Supply (239,586) 98,661 28,678  (402,750) (1,399) 37,224
Mm Supply Total (239,586) 98,661 28,678  (402,750) (1,399) 37,224
Flood Protection Flood Protection (175,607) 0 (36,965) (84,683) (49,580} (4,379)
Flood Protection Total (175,607) 0 (36,965) (84,683) (45,580) (4,379)
otal (2591,540) 1318640 (361,43) (3559468) (164823) 175454
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Attachment 3

Capital Expenditure
Total Council - by Activity
Full Year
Activity Actual YTD Budget YTD Variance YTD Budget
$(000) $(000) $(000) $(000)
Corporate 717 1,391 -674 3,660
Parks & Active Recreation 3,932 8,315 -4,383 21,882
Social 4,110 2,546 1,564 6,700
Economic 0 0 0 0
Transport 2,231 3,105 -874 8,171
Environmental Management 330 352 =22 927
Wastewater 2,573 2,465 108 6,487
Stormwater 643 1,087 -444 2,859
Water Supply 1,842 2,567 =724 6,755
Flood Protection 1,430 3,992 -2,562 10,506
17,809 25,820 -8,011 67,947
Vested Assets 1,159 1,159 0 3,051
Nelson Regional Sewerage BU 75 371 -297 977
19,043 27,350 -8,308 71,975

Finance Report - Dec2015 (A1489864).xisxCapital Summary
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8. Corporate Report to 31 December 2015 - Attachment 5 - Major Projects Report (A1486343)
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8. Corporate Report to 31 December 2015 - Attachment 6 - Interest Rate Position (A1482829)

Attachment 6

Nelson City Council Interest Rate Position

12 Month Forecast Core Debt: 100.0 31-Dec-15
Policy Limits 55% - 90%
Overall Fixed:Floating Mix 80%
Policy Compliance Y
Liquidity Ratio: 110%
Actual 140%
Policy Compliance Y
Fixed Rate Maturity Profile:
Years 1- 3 years 3-5Yyears 5 years plus
Policy Limits 15% - 60% 15% - 60% 15% - 60%
Actual Hedging 16% 24% 60%
Policy Compliance Y Y Y
Funding Maturity Profile:
Years 0 - 3 years 3 -5 years 5 years plus
Policy Limits 15% - 60% 15% - 60% 10% - 40%
Actual Hedging 45% 25% 30%
Policy Compliance Y Y Y
Weighted Average Duration:
Funding 3.55 Years
Fixed Rate Portfolio (swaps and fixed rate loans) 5.97 Years
Weighted average fixed rate on current borrower swaps*:
Swap Portfolio 4-31% * Note: non-active forward starts are not included.
Counterparty Credit Risk (Interest Rate Risk Mgmt Instruments and investments)
Policy Credit Limit (NZ$) per NZ Registered Bank (Interest rate risk management) $ 10,000,000
Policy Credit Limit (NZ$) per NZ Registered Bank (Investments) $ 10,000,000
Policy Credit Limit (NZ$) per NZ Registered Bank (Total maximum per counterparty) $ 20,000,000
ch(ilst‘::\:l]::)sure L{;:ﬂ';;;‘::r::; ;e Compliance
(Sm) (8m)
WwpC 8.58 0.00 Y
ANZ 6.01 0.00 Y
ASB 0.00 0.00 Y
BNZ 0.40 0.00 Y
Kiwibank 0.00 0.00 Y
CBA 0.00 0.00 Y
Net interest expense on external debt as a percentage of
total revenue to be less than 15% 5.41% Y

Net interest expense on external debt (secured by rates)
as a percentage of rates revenue to be less than 20% 7.76% Y

Net external debt (secured by rates) as a percentage of
total revenue to be less than 150% 5% Y

Net external debt (secured by rates) as a percentage of
equity to be less than 20% 0% Y

Treasury - Monthly Treasury Position - 310ec2015 (A1482829).xismCouncil report
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Attachment 7

Spread of 3 Months Overdue by Debtor Type

$000's 200

Illli]

il

AaniS  Fabd5  Mards  ApelS MaydS amdS WIS Augds SepdS OcrdS NewlS  Decls
Chands [ Peb-iS | MardS | Aprab | Mapds | wndS | RIS | AugdS | Sepdb | Cctds | NowlS | DeciS
General, Manna, BCE RM 639 s M8 264 255 | 241 W1 | 439 | 226 | 246

207 1 233 179 | 117 a0

Total Debtors & 3 Month Overdue Debtors

$000rs 20,000

15,000

16,000

14,000

12000

10,000

8000

6,000
4000
2000

Jan-1s  FebdS  Marls  AprdS  May-dS  umds
Jan-13 615 | Mards | Apr1S | MayiS | ueeiS |
l?oul 3 manths & over | s83 702 589 l 580 | | {

: 3 4 4 + ~ o+ 3- |
& Total Debtors 13908 | 3836 | 4019 | 16378 | 6960 | 4818 | 18218 | 4344 | 16% | 13006 | 6192 | 4SS |

ﬁu‘ -15 Sap-lS Oct-15 New-15 Dec-15
Sep-1S [ Octds [ Nowls | Decit |

General debtors 3 month plus over $10,000 or at risk
Account No 3 Mths Overd Notes
1205939 $ 53,124 3/12/15 - In dispute, resolution being worked through by officer and offer made to counterparty

1203871 § 16,301 15/01/16 - Chasing payment, working with accounts department on invoice structure to enable
collection from subcontractors

Oodtors 3 monthy & cver morthly repot dute (ATH3514) 1%mw Saghs
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8. Corporate Report to 31 December 2015 - Attachment 8 - Rates Outstanding (A1489864)

36

Outstanding Rates

Date

30 June 2007

30 June 2008

1 September 2008
1 December 2008
1 March 2009

30 June 2009

1 September 2009
31 December 2009
1 March 2010

30 June 2010

1 September 2010
31 December 2010
1 March 2011

30 June 2011

1 December 2011
5 March 2012

30 May 2012

30 August 2012

3 December 2012
1 March 2013

4 June 2013

31 August 2013

3 December 2013
6 March 2014

30 June 2014

30 September 2014
31 December 2014
31 March 2015

30 June 2015

30 September 2015
31 December 2015

Attachment 8

Total Rates
Outstanding

180,780
340,391
907,606
677,694
852,643
294,833
907,209
337,758
630,376
337,253
835,862
245,476
644,113
338,162
777,480
649,187
816,798
923,938
793,522
1,117,653
786,550
1,068,111
1,163,288
1,210,431
491,840
520,183
436,136
463,249
444,591
655,649
589,088

Latest
Instalment

0

0
633,127
591,693
644,579

0
711,869
175,274
445,311

0
650,520
150,655
498,068

0
578,542
514,491
592,400
753,415
593,648
704,633
540,429
866,816
959,737
977,109
263,351
369,791
268,813
278,442
223,734
479,617
513,866

Previous
instalments

180,780
340,391
0

0
169,842
294,833
0
106,774
175,929
337,030
0
78,443
141,592
338,162
150,757
129,140
224,213
0
165,742
406,606
243,165
0
118,837
213,594
227,576
0
141,405
180,366
217,669
0
175,174

2,076
2,194
2,545
2,925
3,275

Commercial
Previous| included in # accounts
Years total
0
0
274,479
86,001
38,222
0
195,340
55,710
9,136
223
185,342
16,378
4,453
0
48,181 145,274
5,556 58,517
185 181,182
170,523 187,299
34,132 175,194
6,414 198,492
2,956 151,587
201,295 220,266
84,714 201,389
19,728 189,606
913
150,392 85,852
25,917 72,103
4,441 89,180
3,188 110,877
176,032 153,274
75,223 123,054

3,322
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Royal Visit External Costs

Benjamin Black
Colourbreak Ltd - Willow design
Event Audio

Executive Limousines
Exhibition Hire

Mahana Estates

Nelmac

Nelson City Fresh Choice
Powertech

Safe traffic

Speedy Signs

Steve Kelly

Upshift Ltd

Total Expenses

Key to City
Bouquets

Audio Visual hire
Transport

Displays

Hire on charges
Staff and facilities
Wine

Notices

Traffic Management Prep
Flags

Banner installation
Event organisation

Attachment 9

513.04
91.31
725.00
588.00
1,440.00
6,170.56
43,333.04
29.56
872.39
250.00
2,790.00
727.83
12,478.25

70,008.98

37

(99v861HTV) STOT 2@ SIS0D USIA |_AOY - 6 JUBWIYDRNY - GTOZ J2quadag T€ 03 Moday ajesodio) g8



9. Letter to the Council on the audit for the year ending 30 June 2015

Nelson City Council Audit, Risk and Finance
te kaunihera o whakat Subcommittee

18 February 2016

REPORT R5350

Letter to the Council on the audit for the year ending 30
June 2015

1. Purpose of Report

1.1 To provide the letter to the Council on the audit for the year ending 30
June 2015 from Audit NZ and advise on issues raised.

2. Delegations

2.1 The Audit, Risk and Finance Subcommittee have responsibility for the
audit of Council’s Annual Report and annual accounts.

3. Recommendation

THAT the report Letter to the Council on the
audit for the year ending 30 June 2015 (R5350)
and its attachment (A1499499) be received.

Recommendation to Governance Committee and Council

THAT Council notes Audit NZ’s comments
(A1499499) and how officers intend to address
the issues raised.

4. Discussion

4.1 Audit New Zealand (Audit NZ) issued an unmodified audit opinion on 15
October 2015 for the financial year ending 30 June 2015. This means
that it was satisfied that the financial statements fairly reflected Council’s
activity for the year and its financial position at the end of the financial
year.

4.2 After the audit is completed, Audit NZ issue a management letter to
Council outlining the findings of the audit.

4.3 In the letter to Council issued on 22 January 2016 (Attachment 1) a
number of issues were raised. This report provides an explanation of the
issues and how they will be addressed by officers.

38 M1692



4.4

4.5

4.6

4.7

4.8

4.9

4.10

M1692

Council sub-committees

Audit NZ note the forming of the Audit, Risk and Finance (ARF) and
Commercial subcommittee and that Terms of Reference are being
developed for the ARF subcommittee. These are due to go to the
Governance Committee 10 March 2016 for approval.

Infrastructure asset valuations

Audit NZ noted in the letter to Council the large revaluation in the 2014
Annual Report and the subsequent change to the methodology used by
Council in 2015 for indexing (Council carries out a full revaluation of
infrastructure assets every second year with indexing in the intervening
year). Officers intend to continue to use the new methodology for
indexing, the next instance of which will be in the 2016/17 Annual
Report.

Suter redevelopment

Audit NZ noted in the letter to Council that Council is treating the Suter
redevelopment as capital work in progress with the intention of treating
the Council $6 million contribution as a capital injection at completion of
the project. Council is funding the first $6million of the project and is
Engineer to the Contract.

Officers have subsequently met with Suter representatives and agreed
the asset transfer will occur at the completion of the project. This will be
treated as a capital injection (increase in investment) from Council’s
perspective and an increase in equity by the Suter.

Performance measure rules

Asset managers had developed measures that collected the data

required by the new mandatory performance measures set by the
Department of Internal Affairs (DIA) but worded to reflect the Nelson
situation. Audit has since indicated that it would like the exact wording of
the measures as set out by DIA to be used so those measures will
therefore be amended in the 2016/17 Annual Plan.

Residents survey

Experience has shown that running a full residents survey every year is
not a good use of resources as results do not vary greatly and so the
process was not providing new insights. A new approach was introduced
which would have a full residents survey every three years with smaller
short surveys in interim years. This would allow gathering of data for all
measures once during the period of the Long Term Plan.

Audit considers the data should be gathered annually. At this stage it is
proposed to revert to that process. Officers are working on a survey to
be undertaken in May. Longer term, a review of measures and sources of
data will be undertaken.

39
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9. Letter to the Council on the audit for the year ending 30 June 2015

Supplementary letter

4.11 Audit NZ notes the matters raised in the supplementary letter to
management. The Chief Executive accepts these comments and will
address these matters prior to the 2015/16 Annual Report.

5. Options

5.1 That the Subcommittee note the matters raised in the Letter to the
Council on the audit of Nelson City Council for the year ending 30 June
2015 and the manner in which officers propose to address them.

6. Alignment with relevant Council policy

6.1 This recommendation is not inconsistent with any previous Council
decision.

7. Assessment of Significance against the Council’s

Significance and Engagement Policy

7.1 This is not a significant decision.

8. Consultation
8.1 No consultation has occurred in preparation of this report.
9. Inclusion of Maori in the decision making process

9.1 No consultation with Maori has occurred in preparation of this report.
10. Conclusion

10.1  Audit NZ issued an unmodified audit opinion on 15 October 2015 for the
Annual Report for the year ending 30 June 2015. This means that they
were satisfied that the financial statements fairly reflected Council’s
activity for the year and its financial position at the end of the year.

Nikki Harrison
Group Manager Corporate Services

Attachments

Attachment 1: A1499499 - Letter to the Council on the Audit of NCC for the
Year ended 30 June 2015 - redacted
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

PO Box 2, Christchurch 8140

F‘(z ;.‘:: r; E I V E D www.auditnz.govt.nz

Fox: 03 961 3059

22 Januery 2016

SRR TS ﬁf)(l“
25 JAN 200

Rachel Reese

Mayor NELSON CiTY COUNCIL

Nelson City Council

PO Box 645 ReTEWVED Xl CopiES
Nelson 7040

cc John Peters, Chair of the Audit, Risk and Finance Subcommittee

Clare Hadley, Chief Executive
Nikki Harrison, Group Manager Corporate Services

Dear Rachel

Letter to the Council on the audit of Nelson City Council for the year ended
30 June 2015

1 Introduction

We have completed our audit of Nelson City Council (the City Council) and outline the
work undertcken and the key findings from our audit below. This letter builds upon
our findings included in our interim letter to the Council dated 15 June 2015. We
have also provided a separate letter to management, which sets out our detailed
findings.

Our reported findings are summarised in Section 5 of this letter.
Work undertaken

QOur final audit was primarily focused on the City Council's Annual Report for 2015
and we issued an unmodified opinion (see Section 2 of this letter). We also reviewed
the key business risks and issues facing the City Council (see Section 3 of this letter)
and the sector-wide issues facing local authorities (see Section 4 of this letter).

We outline of the content of our supplementary letter to management in Section 5 of
this letter. Our mandatory disclosures are in Appendix 1.

2 We issued an unmodified audit opinion
We issued an unmodified audit opinion on 15 October 2015. This means that we
were satisfied that the financial statements and statement of service provision
presented fairly, in all material respects the City Council’s activity for the year and its

financial position at the end of the year.

The financial statements are free from material misstatements, including omissions.
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3.1

3.2

3.3

Business risks/issues

In our interim letter, we reported our findings on some of the key risks identified in our
audit management letter. The sections below outline the remainder of our findings.

Council sub-committees

To improve the accountability and performance the City Council has recently
established two subcommittees chaired by external representatives. The Audit, Risk
and Finance (ARF) subcommittee, and the Commercial subcommittee will report to the
governance committee.

Our main focus will be in forming an effective working relationship with the ARF. As
part of this we intend to meet regularly with the committee. We will licise with the
chair in establishing a timetable for these meetings.

The Council has provided delegations to ARF and formal terms of reference are being
developed. We will follow up progress in this area as part of our 2016 audit.

Building assessments

In our interim letter to Council, we outlined the current status of the City Council's
progress in its seismic assessments of its building stock. The largest asset by value
owned by the City Council which has a section 124 notice is the Trafalgar Centre.

As part of our final audit we reviewed management's assessment as to whether the
carrying valve of the Trafalgar Centre fairly reflected its depreciated replacement
cost. Management's impairment review identified that the carrying amount wes
overstated by $0.65 million and the asset was impaired by this amount. We
accepted this amount was reasonable.

Council resolved to spend $13 million to restore and enhance the Trafalgar Centre.
We understand that the project is on-track for opening in March 2016. As part of our
audit in 2016 we will confirm that the City Council has appropriately recognised the
renovation expenditure in its financial statements.

In relation to the other buildings issued with section 124 notices, the City Council is
currently evaluating whether to upgrade or demolish these buildings. We also note
that some of the buildings are continuing to be used, albeit only for storage.

We will continue to monitor the situation in 2016.

Property, plant and equipment

Infrastructure asset valuations

The City Council completed a valuation that was prepared in-house and peer
reviewed by Opus International Limited (Opus). We obtained confirmation from Opus
that the valuation was prepared in accordance with appropriate valuation and
accounting standards, and was suitable for inclusion in the financial statements. The

work we completed confirmed that these assertions were reasonable.

In 2014, the City Council recognised an unusually high valuation movement. This
appeared to be because the City Council’s contract rates were significantly impacted
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3.4

by work to repair Christchurch following the Canterbury earthquakes. These increases
do not have as large an impact on a national index like the CPGI. The unit rates used
to support the valuation were adjusted by the CPGI in 2013.

Management again attempted to use recent contract information to assess any
changes to unit rates in 2015. However, the City Council did not have enough recently
tendered contracts to complete this exercise. Therefore management used an in-house
indexation process using rates and advice provided by Opus. This was a weighted
average of the Product Price Index, Capital Goods Price Index and Labour Index.

We were sotisfied the approach taken by the City Council was reasonable.
Suter development

The City Council is undertaking renovation work on the Bishop Suter Trust (the Suter)
for a budgeted $6 million. Once complete, the work will be gifted to the Suter. The
City Council has recognised this as capital work in progress in the audited financial
statements. It took this approach as the stated intention in the 2012-22 Long-Term
Plan was to transfer the asset to the Suter as a capital injection.

Management advised that the memorandum of understanding between the City
Council and the Suter, and the heads of agreement for the project, provides no
guidance on how the asset will be transferred. Discussions between both entities
remain ongoing. We note that if discussions with the Suter conclude with a different
view from the transfer of the asset being a capital injection, then the City Council will
need to reconsider the accounting treatment.

We will continue to monitor this matter during our 2016 audit.

First financial statements prepared using the new public benefit entity
accounting standards

The City Council successfully transitioned to new public benefit entity accounting
standards (PBE IPSAS). The City Council’s finance staff went through an initial process
to assess the impact of the new standards on the financial statements. Only one
change occurred because of the transition. This resulted in the recognition of a
suspensory loan liability in relation to Housing New Zealand loan. At 30 June 2015,
the loan was recognised at $937,000 in the financial statements.

The City Council also made additional disclosures. These mainly impacted receivables
and payables from exchange and non-exchange transactions, and related party
disclosures.

We identified one required change that the City Council did not make on transition to
PBE IPSAS. This related to the recognition of carbon credits. PBE IPSAS requires
intangible assets acquired at nil or nominal value to be recognised at fair value.
Previously, the City Council recognised them at cost ($nil). We accepted the non-
recognition on the basis of materiality. However, Management should monitor the fair
valve of its carbon credits. If the value becomes more significant, the City Council will
need to reconsider whether it should recognise them in its financial statements.

In our supplementary letter to management, we identified two other matters as a
result of the City Council’s transition to PBE IPSAS. We summarise these in Section 5.
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3.5

4.1

[ Seckion vedacted]

Sector-wide areas of audit focus

We completed reviews on our areas of interest across all local authorities.
Statement of service provision matters

Performance measure rules

As discussed during the Long-Term Plan audit, the Department of Internal Affairs has
released the Non-Financial Performance Measures Rules 2013 (the Rules). The Rules
mandate the inclusion of 19 performance measures across a local authority's
infrastructural activities.

The City Council was required to include these measures in its 2015-25 Long-Term
Plan. Following the adoption of the Long-Term Plan, we identified that, although all of
the mandated measures were included, the wording of several measures was
different that that specified by the DIA. We discussed this with management and
advised than the City Council will need to use the correct wording of the measures
when disclosing actual performance in its 2016 annual report. We also suggest that
the City Council incorporates the correct wording when developing its 2016 annual
plan.

We understand that the City Council has established or is putting in place the systems
to capture the results of the mandated measures.

Resident survey

The City Council did not complete its resident survey in 2015. The last time the
resident survey was completed was in 2014. We worked with management to
incorporate additional disclosure in the annual report outlining what information the
City Council has to support its resident survey measures.

We note that the City Council has a number of resident survey measured contained
within the 2015-25 Long-Term Plan. The targets expressed in the Long-Term Plan
suggest that the City Council plans to measure these every year. If this is not what
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4.2

4.3

4.4

management proposes, we suggest that alternative plans are put in place for
reporting in the years that the resident survey is not completed. We will meet with
management to discuss this matter as we complete our 2016 audit.

Investment and asset management

To assist with the Auditor-General's work programme, we updated our knowledge of
the City Council’s investment and asset management. For investment management, we
did not identify any issues from our review. The City Council has appropriate
processes in place to manage its commercial investments in subsidiaries and
associates. Internally, the City Council has low levels of cash investments, as it uses
surplus cash to reduce borrowings.

We reviewed the City Council’s asset management practices during our audit of the
Long-Term Plan. We concluded that overall the City Council's asset management
information base and processes are sound. We identified some improvement arecs,
which were substantially addressed before Council adopted the Long-Term Plan in
June 2015.

Public sector concerns

In the course of our usual audit work, we remained alert for matters of effectiveness
and efficiency, waste, and a lack of probity or financial prudence:

© We did not identify any unrecorded conflicts of interest for either Council
members or senior management,

. We did not identify any unusual ex gratia payments made to employees.

v The City Council appropriately disclosed the severance payments made in
the annual report.

. Council members' remuneration complied with the Local Government Elected
Members Determination and the City Council disclosed the remuneration of
each member appropriately in the annual report.

. We followed up our previous recommendations in relation to credit card
expenditure. The City Council has implemented our recommended process
improvements and we have cleared this matter in our supplementary report
to management.

Information technology
As part of our 2015 audit we performed an IT General Controls review.

The review consisted of two parts. The first being a risk assessment of the entity level
controls in place. The second part of our work was an assessment of the design
effectiveness of activity level controls. We concluded that activity level control areas
were “design effective”.

The City Council has implemented our prior year recommendation relating to the
review of user access rights and we have cleared this matter in our supplementary
report to management. There are no further matters which we wish to draw your
attention to. o
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4.5

4.6

4.7

4.8

4.9

Rates

As in prior years, we reviewed the City Council’s processes for setting its rates in
accordance with the Local Government (Rating) Act 2002 and the Local Government
Act 2002. Because the rates were set during the Long-Term Plan process, part of our
review occurred during our audit of the Long-Term Plan, We note that City Council

undertook a legal review of its processes before Council struck the rates for 2016. No

issues arose from our review.

Our review of compliance with legislation is completed for the purposes of expressing
an audit opinion. It is not, and should not be seen, as o comprehensive legal review.
This is beyond the scope of the audit.

Financial reporting disclosures

We confirmed that the City Council included the information required by the Local

Government (Financial Reporting and Prudence) Regulations 2014 in its annual report.

The information contained in these disclosures was consistent with the audited financial
statements.

Possible LTP amendments

No LTP amendments were made in 2015.

Annual Report Adoption and Public Release Dates Return

The City Council met the requirements to adopt the annual report and summary

annual report in accordance with the timeline set out in the Local Government Act
2002,

Local Authority exemptions for Council Controlled Organisations

The City Council did not exempt any entities in 2015.

Supplementary letter

We have provided management with a supplementary letter that outlines our other

findings and recommendations about less significant and miscellaneous matters. The
following table summarises our new recommendations:

Matter Recommendation

Stocktake of operational assets Perform a periodic stocktake of chattels and mobile
plant items.

Treatment of non-exchange Review the revenve in advance balances to gain

revenue in advance assurance the City Council is recognising its non-
exchange revenve streams in accordance with PBE IPSAS
23.

Revaluation reserve for Account appropriately for revaluation reserve

cbandoned infrastructural assets | movements on disposal of revalued infrastructural assets.

We daiso include a complete listing of the updated position of recommendations made
previously within our supplementary report to management.
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We wish to thank you and your staff for the assistance and cooperation extended during the
course of the audit. If you have any questions, please contact me directly on 021 222 8464.

Yours sincerely

— >

~d \ O
N2 L(( / ‘/\S‘\\f\ﬁ‘\
Bede Kearney J\

Director

M1692
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Appendix 1: Mandatory disclosures

Area

Key messages

Our responsibilities in conducting
the audit.

We carried out this audit on behalf of the Controller and
Auditor-General. We cre responsible for expressing an
independent opinion on the financial statements and statement of
service provision, and reporting that opinion to you. This
responsibility arises from section 15 of the Public Audit Act 2001.
The audit of the financial statements and statement of service
provision does not relieve management or the Council of their
responsibilities.

Our audit engagement letter contains o detailed explanation of the
respective responsibilities of the auditor and the Council.

Auditing standards

We carry out our audit in accordance with generally accepted audit
standards. The audit cannot and should not be relied upon to detect
every instance of misstatement, fraud, irregularity or inefficiency
that are immaterial to your financial statements and statement of
service provision. The Council and management are responsible for
implementing and maintaining your systems of controls for detecting
these matters.

Auditor independence

We confirm that, for the audit of the City Council's financial
statements and statement of service provision for the year ended
30 June 2015, we have maintained our independence in
accordance with the requirements of the Auditor-General, which
incorporate the independence requirements of the External
Reporting Board.

Other than this audit, the audit of the City Council's 2015-25 long
Term Plan and an independent assurance review of the City
Council's Debenture Trust Deed, we have no relationship with, or
interests, in the City Council or any of its subsidiaries.

Other relationships

We are not aware of any situations where a spouse or close
relative of a staff member involved in the audit occupies a position
with the City Council that is significant to the audit.

We are not aware of any situations where o staff member of Audit

New Zecland has accepted a position of employment with the City
Council during or since the end of the financial year.

Unresolved disagreements

We have no unresolved disagreements with management about
matters that individually or in aggregate could be significant to the
financial statements and statement of service provision. Management
has not sought to influence our views on matters relevant to our audit
opinion.
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Nelson City Council Audit, Risk and Finance
te kaunihera o whakati Subcommittee

18 February 2016

REPORT R4967

Health and Safety quarterly update to 31 December 2015

1.1

2.1

4.1

4.2

4.3

4.4

M1692

Purpose of Report

To receive the Health and Safety quarterly update with key performance
data to 31 December 2015.

Delegations

The Audit, Risk and Finance Subcommittee is currently responsible for
the monitoring of health and safety in the organisation.

Recommendation

THAT the report Health and Safety quarterly
update to 31 December 2015 (R4967) and its
attachments (A1483985 and A1485205) be
received.

Discussion

The Health and Safety Management System Governance Charter was
approved by Council 17 December 2015 after being work-shopped with
Councillors and external members on 3 December 2015.

The Charter outlined that monitoring of Health and Safety performance
data would be undertaken quarterly by Council to demonstrate due
diligence.

It also outlined that the Senior Leadership Team would also meet at least
quarterly to monitor the Health and Safety performance data. This
Senior Leadership Team Forum occurred on 14 January 2016 and will
meet six weekly.

The Health and Safety quarterly report is designed to inform senior
leaders and the Subcommittee of the Health and Safety management
performance of Council. It provides data analysis on both leading
(preventative) and lagging Health and Safety management system
indicators. It is supported by a report providing details of key
achievements, planned activities and other issues arising.
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10. Health and Safety quarterly update to 31 December 2015

5.1

5.2

7.1

8.1

9.1

Options

Accept the recommendation - receive the Health and Safety quarterly
update to 31 December 2015.

Reject the recommendation - not receive the Health and Safety quarterly
update to 31 December 2015.

Alignment with relevant Council policy
This decision is not inconsistent with any other previous Council decision.

Assessment of Significance against the Council’s
Significance and Engagement Policy

This is not a significant decision under the Council’s Significance and
Engagement Policy.

Consultation
No consultation has been undertaken in preparing this report.
Inclusion of Maori in the decision making process

No consultation with Maori has been undertaken in preparing this report.

Nikki Harrison
Group Manager Corporate Services

Attachments
Attachment 1: A1483985 - H&S Quarterly Performance Report 31 December

2015

Attachment 2: A1485205 - H&S Quarterly Performance Data 31 December

50
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Nelson City Council

H&S Forum, ARF Committee

h -
te kaunihera o whakatt 8/1/16

HSMS Quarterly Performance Data Report — October -
December 2015

Author: Aaron Neighbours

1. Executive Summary

1.1 This report contains the Council Health and Safety Management System
(HSMS) performance data for period October - December 2015.

1.2 Key activities and achievements for the period have included:

A1483985

The go-live of InControl event and risk management software,

Broad brush risk assessment across whole of Council which included
H&S within the risk identification and analysis process,

A Council operational Physical Security Review was completed with
report findings accepted by key participants,

New training programmes for employee H&S induction, incident
investigation and Health and Safety risk management implemented,

Continued improvement in employee participation, consultation and
communication via introduction of workgroup toolbox meetings,
improved Health and Safety Committee meetings focus, new
dedicated H&S notice board updates and introduced the Leading the
SafeWay and Zero Harm newsletters. Promotion of the Zero Harm
vision has been included in majority of these functions.

Development of the draft HSMS Standards. This also includes a
detailed breakdown of Health and Safety Management System
responsibilities by role level.

Development of a Council H&S Legislation register

Introduction of formal Health and Safety performance data to
inform SLT of areas of strength, weakness and opportunities for
improvement

Approval for further full time Health and Safety resource in the
Organisational Assurance Group to co-ordinate and support
business unit with the HSMS functions

Approval by Council of the HSMS Governance Charter
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. Approval by SLT for the HSMS 5 year Strategic Plan.

. Commencement of the Safe Work Observation process for
operational activities as part of the visible felt leadership objective.

. Council Health and Safety Policy amended to reflect changes in
Council Health and Safety approach and legislation changes coming
in 2016

. Council has signed up to the New Zealand Business Leaders Health
and Safety Forum. The CEO will sign a pledge of commitment for
Health and Safety.

2. Critical Risk Factors
2.1 The following table sets out current organisational Health and Safety
critical risk factors as identified from Organisational Assurance
observations and the broad brush risk assessment process conducted
Council.
Further validation of risk controls for other critical risks will commence in
the next quarter to enable a more informed of risk control effectiveness.
Events that occur (e.g. incidents, near miss etc.) relating to identifed
critical risk issues will also be detailed in this table from 2016 with the
introduction of InControl and enhanced data capture.
Health and | Risk Issues Risk Control | Treatment
Safety Effectiveness
Critical
Risk (Effective/
Factors Partially
Effective/
Ineffective/
Undecided)
1. Lack of standardised contracts being 1. Contract templates to be reviewed.
Contractor used Partially 2. Accreditation process to be reviewed
Management | 2. Basic accreditation process not Effective in line with HSMS development
enabling full understanding of 3. Contracts to be reviewed by internal
contractors risk independent function
3. No independent oversight of 4, Contractor oversight process to be
contracts prior to awarding formalised and tracked.
4, Limited contractor oversight
1. No routine or detailed risk Undecided 1. Risk assessments scheduled for whole
Safety and assessment of CSC and other areas, - ' of Council
Security of where Council staff interact with 2. More accurate recording of events
Council public, to understand level of risk being carried out to aid in assessing
Workers (Libraries, Brook Camp, EIL level of risk
(including activities, Founders etc.) 3. Review of controls listed in risk
volunteers) 2. Increase in aggressive or assessment
threatening behaviour events
1. No lone worker policy for Council Undecided 1. Policy to be developed following
Lone 2. Lack of standardised controls across completion of risk assessments
workgroups for lone worker 2. Current controls to be reviewed
2
A1483985
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3. Major Changes

Health and | Risk Issues Risk Control | Treatment
Safety Effectiveness
Critical
Risk (Effective/
Factors Partially
Effective/
Ineffective/
Undecided)
Workers activities Risk assessments scheduled for
No risk assessment to highlight lone Sept/Oct/Nov across whole of Council
workers risks and mitigating
controls across Council operations
No linkage or centralised view of ‘Undecided Requesting all event data from
General contracted activities involving risk contractors be centralised into
hazardous for organisational oversight. InControl to understand the
works No scheduled review of high risk operational risk profile
activities (Particularly contracted) Following completion of risk
In river works, Marina activities, assessments, targeted
work at height, confined space auditing/oversight on high risk
work, Forestry activities conducted activities to commence
by contractors on behalf of Council.
Pedestrian, traffic conflict leading to ‘Undecided Currently no formal programme of
Public safety injury on Council site, poor worksite contracted works has independent
event security, public event run by Council oversight conducted at Council.
resulting causing Injury or undetected hazard Requesting all capital projects and
from NCC associated to Council property used operational activities are aligned to
controlied or accessed by members of the the risk management processes being
activities public. implemented to understand areas of
risk in projects and determine
oversight requirements
Hazard assessments to be conducted
on Council owned assets to ensure
risks managed ALARP
Stress/fatigue/bullying, Various reporting mechanisms and
Employee Increase in reported cases of ongoing monitoring of data being
wellbeing workstation discomfort or pain provided to determine any trends and
event manage events as they occur,
Health and wellbeing promotion,
notice boards, newsletters, toolbox
meetings
Staff supervision

o 3.1

® 4.1

Following implementation of the InControl database, integration to
Council through training and promotion has begun. Training will
primarily target Team Leaders, Business and Group Managers. General
user training will be provided to all staff via induction and routine
promotion in 2016. The aim will be to introduce InControl to business
units with high operational exposure first.

Current Key Issues

Ongoing lack of timely event data (incidents, hazards, near misses)
being reported, particularly from Council contracted activities. The aim is
to have all events reported through to InControl in a timely manner,
particularly for high risk events. Currently contacting major contractors

A1483985

M1692
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®42

® 4.3

6.1

6.2

6.3

6.4

and attending local contractors meetings to promote this requirement in
additional to internal promotion.

Contractor Health and Safety accreditation and management process
requires further improvement to adequately assess and monitor
contrcator Health and Safety management capability and performance
when used by Council. Current options being considered are using Site
Wise (external accreditaors used nationwide and becoming increasingly
popular in Nelson) combined with an internal accreditation for
contractors not electing to be in Site Wise. Internal process will be
enhanced and aligned to Site Wise programme.

Further development in Health and Safety management function to
enable quality and timely management in areas such as investigations,
inspections, risk assessments, process reviews within their respective
workgroups has been identified. In addition to the proposed full time
health and safety resource for the Organisational Assurance business
unit, training courses being run internally to up-skill staff.

Positive Initiatives for the Period

Noted an uptake in some business units of the use of job safety analyses
for job/task or non-routine activity planning.

Increase in worker Health and Safety particpation, discussion and
communication across Council in general. Examples being safety
moments at meetings, increase in general queries, enhanced Health and
Safety considerations for contracted activities

Priorities for Next Quarter

Completion of the Health and Safety Management System Standards
manual along with overview presentations for the Corporate
Management Team.

Further development and promotion for reporting of events and
suggestions for improvement from Council staff. This will be through
increased promotions in monthly newsletter, workgroup toolbox talks,
notice boards and a safety reporting scheme box in the cafeteria.

Implementation of the internal audit and operational surveillance
programme for Health and Safety oversight on Council activities
expected to commence formally following acceptance of the HSMS
Standards. This will include the Safe Work Observation function (with
training) for leaders. KPI's will be assigned to relevant personnel for this.

Existing procurement and contracts for health and safety management

processes need improvement. The current one-size-fits-all approach for
accreditation and assigning responsibility doesn’t recognise the unique

4
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6.5

. 6.6

6.7

6.8

6.9

6.10

contracting relationships at Council or allow for understanding of
contracted risks. The HSMS Standards and supporting management plan
are being developed to define expectations. The current variety of
contracts in use will require review and there will need to be
development of a set of standard templates for the common types of
contracts. All new contract templates will need to align with the
requirements of the Health and Safety at Work Act (2016).

Completion of InControl user training, particulary for leaders and persons
who will have higher user requirements.

Commence drafting of critical policies/standards for Lone Worker and
Drug and Alcohol in the workplace.

Reinduction for existing Council staff for the new Health and Safety
induction for new starters which is to be accompined by a Health and
Safety handbook for worker reference.

Development of orgainsational wide Incident Management Team (IMT)
function to manage immediate events that may occurr and also a
Business Continuty Plan (BCP) for any event that may have longer term
impacts requiring a co-oridnated management approach.

Revise the current Council Health and Safety Manual to align with
enhanced requirements introduced through the Health and Safety at
Work Act 2016 and Councils HSMS Standards

Allocation of findings from the Physical Security Audit and monitoring
completion of actions as assigned.

A1483985
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MONTHLY HEALTH AND SAFETY PERFORMANCE DATA
Fourth Quarter Oct - Dec 2015

Hazard Identification
Purpose:
The aim of this performance target is to increase
hazard identification as a preventative measure Number of New Hazards Reported
for incidents and near miss events. Initial target | 5 _
is aimed at reporting two hazards for every 6 .
incident occurring. 5 :
Data indicates low number of workplace hazards 4 ‘
being formerly reported. 34
2 -
Fourth Quarter Data from all Business Units | 1 - P
(and contractors): 0 - . : -
21-Dec-15 | 1281 | 2.8.0 Customer | Hazards in CSC
2£82 | o ice Centre Play Pen October November December
8-Dec-15 | 1260 | 4.2.0 Service Fire Extinguisher
= | Delivery in Meeting Room
stored in
cupboard
30-Nov-15 17 | 5.6.0 Hazard ID at
| Engineering Corder Park
30-Nov-15 18 | Members of the | Hazard ID -
| general public Bayley's Veranda
27-Nov-15 | 1265 | 5.6.0 Electrical cables in
| Engineering wet area
27-Nov-15 | 1264 | 5.6.0 Wet Well Fall/Trip
— | Engineering Hazard
11-Nov-15 24 | 5.7.10 Property Cafeteria Door
| Contracts opens onto Men's
Toilet Door
11-Nov-15 | 1013 | Members of the | Matai Walkway
— | general public Pontcon Hazard
28-Oct-15 | 1329 | 2.8.0 Customer | Hazard -
= | Service Centre Emergency Door
27-0ct-15 | 123 5.7.10 Property | Heavy Doors at
— | Contracts Civic House
14-0ct-15 | 1326 | 5.7.10 Property | Trip Hazard due to
— | Contracts no pool cue stand
12-0ct-15 | 1289 | 5.7.10 Property | Slippery Floors in
— | Contracts 4th Floor Showers
Visible Felt Leadership

Safe Work Observations (SWO) completed for Quarter:

22-Dec-2015 1282 8.8.8 Contractor Safe Work Observation at Suter
Gallery Construction Site

03-Dec-2015 628 1.2.0 SLT Safe Work Observation Trafalgar
Centre Construction Site

Monthly Heaith and Safety Performance Data - Fourth Quarter, 2015
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Event Data
General Summary: Events by Type
33 Council-Related events were formally
reported through to the Organisational
Assurance Business Unit as having occurred
during the past quarter (October to December u Injury/lliness
2015).
= Near Miss
It is recognised further work is required to gain = Property Damage
information in a timely manner, particularly from )
contractors and have this centralised within the ® Security
HSMS database.
31-Dec-2015 1307 Alleged Public Health Event at
Swimming Hole
19-Dec-2015 1308 Event guest tripped on uneven
ground
16-Dec-2015 1262 Waler dropped on subcontractor's
ankle causing injury
16-Dec-2015 1263 Public reported traffic incident ® Injury/lliness
16-Dec-2015 1257 Tailgate on Truck Opened whilst ® Near Miss
Drivin
9 ® Property Damage
08-Dec-2015 1259 Filing Cabinet Drawer Failure
W Security
30-Nov-2015 14 Collapse of cover to overhead light
27-Nov-2015 1239 Shoulder injury to contractor at
Corder Park
26-Nov-2015 1224 Traffic Incident at Suter Gallery
Worksite
23-Nov-2015 1226 Puncture Wound to Hand -
Contractor Events by Workgroup
23-Nov-2015 12 Threatening behaviour toward
parking warden
mNCC
17-Nov-2015 1225 Minor NCC Vehicle Accident at 10
Halifax St
17-Nov-2015 1253 Saxton Creek Gravel Trap Neck ® Donaldson Civil
Injury
11-Nov-2015 7 DPI - neck pain at workstation ® Downer
06-Nov-2015 1063 Aggressive customer on street
= Gibbons
02-Nov-2015 1028 Hit head on building site
31-Oct-2015 22 Fractured arm to contractor ™ Scott
Construction
30-Oct-2015 1251 Fire at Transfer Station
29-Oct-2015 15 Shelf containing heavy box 10
collapses
9
28-Oct-2015 1291  Minor Hot Water Burn in Kitchen 8
23-Oct-2015 13 Near collision of staff one was 7
holding a hot drink 6
23-Oct-2015 1066  Multitool injury to finger 5 mNCC
4 - m Contractor
20-Oct-2015 1236 Paint Chip in Eye 3
20-Oct-2015 1228  Near Miss with Courier 2
1
20-Oct-2015 1325 Leaking water pipe 0 -
20-Oct-2015 1060 Gradual DPI in forearm October November December
Monthly Heaith and Safety Performance Data - Fourth Quarter, 2015 Created 11/01/2016 Page 2 of 5

M1692

57

STOZ JoquiadaQ

T€ e32Q DDURWIOMR AUSHEND SBH - S0ZS8YTY -  JUBWYRNY - 10T Joquwiadag T€ 03 3epdn Aliaiienb A3aes pue yiesH ‘0T



10. Health and Safety quarterly update to 31 December 2015 - Attachment 2 - A1485205 - H&S Quarterly Performance Data 31

December 2015

19-Oct-2015 1324 Lithium Battery Fire
16-0Oct-2015 1327 Shin injury from spade
15-Oct-2015 1237 Shoulder Injury at Worksite
12-Oct-2015 1227 DPI at Library

08-Oct-2015 1235 Back Strain from Lifting
05-Oct-2015 1322 DPI developed in left hand
01-Oct-2015 1321 Tripped on whiteboard
Analysis:

No significant trends emerging.

Events by Location

m Civic House
m Emergency

Management

= Elma Turner
Library

® Founders

m Corder Park

m Suter Gallery

w Saxton Creek

w York Valley

« Transfer Station

wm Other
Health and Wellbeing
Health and wellbeing promotion consisted of
coverage of Sun Safety, Breast Cancer
Awareness Month and Mental Health Awareness
Week on notice boards and the Zero Harm
newsletters.
Overdue Events and Actions
Outstanding Actions Due:
For future use.
Monthly Heaith and Safety Performance Data - Fourth Quarter, 2015 Created 11/01/2016 Page 3 of 5
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Journey to Zero Harm

10

Injury/Iliness by year:

8

A\
A /\

6
/ \\ /_/y \ s |njuries/lliness 2014
4

NES

/ \/ / \/\ === njuries/lliness 2015

0 L]

Jan

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Events by year

T T T T T T T T 14 1

18
16

14
12

10 -

= Total Events 2014
wTotal Events 2015

o N & O

-

Jan

Analysis:

quarter.

Limited data available within these reports to identify any significant trends. It would be expected an
improved reporting culture will easily double the number of reported events per month in the next

T ™ 0 T T T T T Y Y

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Organisational Assurance Health and Safety Operational Surveillance and
Oversight Data

m Workplace Inspection

® Workstation
Assessment

w Safe Work Observation

October November  December

® Operational Surveillance

m Emergency Planning

Monthly Heaith and Safety Performance Data - Fourth Quarter, 2015 Created 11/01/2016 Page 4 of 5
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10. Health and Safety quarterly update to 31 December 2015 - Attachment 2 - A1485205 - H&S Quarterly Performance Data 31

December 2015

60

Operational Risk Profile

During the previous 3 months a series of risk workshops have been conducted across all Council
business units to develop a whole of organisation broad brush risk assessment. This process is
ongoing to ensure all risks are captured and regularly monitored for risk reduction opportunities.
From the data captured to date, the graphs below represent the preliminary risk profile for Council
in regards to inherent risk (raw risk) and residual risk (after controls are applied).

Further analysis will be conducted on risk profiles for each business unit and exposure (man hours)
in future reporting.

From the graphs below, it has identified that inherently Health and Safety has the highest number

and highest risk ratings across all business units. The risk reduction is demonstrated in the residual
risk graph with high risks reducing to predominately medium risk.

All Business Units - Inherent Risk

— ey Hgh - Migh Medum  cegeelOW  wngeeVery Low

Asoet Frotecton

Sevice Defwevy Ervronmental Legs Complarce

POICA RepuraTiony \ Fnanca!

Hea'th, Safety Historicsd, Cuinursl

All Business Units - Residual Risk

w— ery High e HEH MEAm g (OW g ViEry Low

Asset Protection

Service Delivery Environmental, Legal. Compliace
Political Reputational Financial
Heakh, Safety Historcal, Cultural
Monthly Heaith and Safety Performance Data - Fourth Quarter, 2015 Created 11/01/2016 Page 5 of 5
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Nelson City Council Audit, Risk and Finance
te kaunihera o whakati Subcommittee

18 February 2016

REPORT R5395

Council's Key Organisational Risk Progress Report

1.1

2.1

4.1

4.2

4.3

4.4

M1692

Purpose of Report

To update the Subcommittee on the Council’s risk report for key
organisational risk issues.

Delegations

The Audit, Risk and Finance Subcommittee has oversight of the
management of risk.

Recommendation

THAT the Council's Key Organisational Risk
Progress Report (R5395) and its attachment
(A1461881) be received.

Background

In 2014, Council developed a high level risk register through a series of
workshops and working groups with Councillors and appointed members
of the Audit, Risk and Finance Subcommittee. This was a top down view
of the strategic and operational risks facing Council.

During October and November 2015, a series of broad brush business
unit risk assessments were conducted with key members from each
Council business unit for the development of a whole of organisation risk
register.

From these risk assessments and that of other risk registers already in
existence at Council, the key risk issues have been identified and
compiled into a specific risk report for the Subcommittee.

This will enable the Subcommittee to be informed about the top risk
issues for Council, that each key risk issue is assigned a risk owner,
provide details for what’s in place to manage each risk issue and what is
being planned to further reduce the risk to a level as low as reasonably
practicable (ALARP) where possible.
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11. Council's Key Organisational Risk Progress Report

5.1

5.2

5.3

5.4

5.5

7.1

7.2

8.1

62

Discussion

The Risk Management Framework was approved at the Audit, Risk and
Finance Subcommittee meeting on 14 October 2015.

Since then, the Organisational Assurance business unit has been working
with business units to develop a ‘bottom up’ view of the risks facing the
Council. This has been integrated with the work done in 2014. Attached
as attachment 1 are the top 10 risks for Council identified through this
process.

Each Council business unit now has a specific risk register in place.
Responsibility has been assigned to Group Managers and Business Unit
Managers to ensure that these registers are kept current and that any
significant change to their controlled activities is assessed and reflected
within the register. Where this represents a significant risk to Council,
this shall be reported through to the Organisational Assurance business
unit for validation and inclusion in this reporting.

The Risk and Procurement Analyst role has been filled and is expected to
commence mid February 2016. Following further validation on the key
risk issues identified to date, it is expected that the internal audit
programme will be aligned with a risk based approach to ensure
appropriate oversight on key risk controls as appropriate.

With increased event reporting across Council also being targeted,
oversight will be conducted by the Organisational Assurance business
unit to identify any emerging risks and monitor for signs of weaknesses
in existing controls for new and existing risk issues.

Options

Accept the recommendation - receive Council’s Key Organisational Risk
Progress Report.

Reject the recommendation - not receive Council’s Key Organisational
Risk Progress Report.

Alignment with relevant Council policy

Understanding the risks that Council faces and the mitigations that are in
place or that should be considered, allows Council to consider the
impacts on Council’s strategic documents, particularly the Long Term
Plan or Annual Plan.

This report is in alignment with the Council’s Risk Management
Framework approved in 2015.

Assessment of Significance against the Council’s
Significance and Engagement Policy

This is not a significant decision under the Council’s Significance and
Engagement Policy.

M1692



o. Consultation

9.1 No consultation has been undertaken in preparation of this report.

10. Inclusion of Maori in the decision making process

10.1 There has been no consultation with Maori in the preparation of this

report.

Nikki Harrison

Group Manager Corporate Services

Attachments
Attachment 1:

M1692

A1461881 - DRAFT Key Organisational Risks Report - Jan 2016
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11. Council's Key Organisational Risk Progress Report - Attachment 1 - A1461881 - DRAFT Key Organisational Risks Report - Jan
2016
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12. Internal Audit Report to 31 December 2015

Nelson City Council Audit, Risk and Finance
te kaunihera o whakat Subcommittee

18 February 2016

REPORT R5452

Internal Audit Report to 31 December 2015

1.1

2.1

4.1

5.1

5.1.1

80

Purpose of Report

To update the Subcommittee on the Internal Audit activity relative to the
Internal Audit Plan to 30 June 2016, and to provide information on
significant or high risks identified from audits completed to 31 December
2015.

Delegations

The Audit, Risk and Finance Subcommittee have oversight of the internal
audit activity.

Recommendation

THAT the Internal Audit Report to 31 December
2015 (R5452) and its attachments (A1485806
and A1498101) be received.

Recommendation to Governance Committee and Council
THAT Council note the internal audit findings,

recommendations and status of action plans up
to 31 December 2015 (R5452).

Background

The Audit, Risk & Finance Subcommittee require a periodic update on the
progress of internal audit activities relative to the Internal Audit Plan to
30 June 2016 and to be informed of any significant risk exposures and
control issues identified from internal audits completed.

Discussion

The Internal Audit Charter was approved by the Audit, Risk & Finance
Subcommittee on 12 November 2015.

Under section 9.4, the Charter requires that the Internal Audit &

Procurement Analyst report periodically to the Senior Leadership Team
and Audit, Risk & Finance Subcommittee on performance relative to the
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5.1.2

5.2

5.3

6.1

7.1

8.1

9.1
10.

10.1

Internal Audit Plan. A table summarising activity against the workplace is
attached.

Under section 9.1 of the Charter, the Audit, Risk & Finance and the
Governance Committees are to be informed of internal audit results
where appropriate.

To strike the right balance between significant findings and minor
recommendations, it is proposed to report significant and high findings to
the Subcommittee.

In December, the Senior Leadership Team requested an internal audit of
the York Valley landfill weighbridge following concerns about a potential
discrepancy in revenue. No significant issues were identified but 12 high
issues were. The recommendations and status of action plans of those
are included in attachment 2.

Options

The recommendation is to receive the report and note the internal audit
findings, recommendations and status of action plans.

Alignment with relevant Council policy

This report is in alignment with the Council’s Internal Audit Charter
approved in 2015.

Assessment of Significance against the Council’s
Significance and Engagement Policy

This is not a significant decision under the Council’s Significance and
Engagement Policy.

Consultation
No consultation has been undertaken in preparation of this report.
Inclusion of Maori in the decision making process

There has been no consultation with Maori in the preparation of this
report.

Lynn Anderson
Internal Audit Analyst

Attachments
Attachment 1: A1485806 - Internal Audit Report to 31 December 2015

M1692
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12. Internal Audit Report to 31 December 2015

Attachment 2:

82

A1498101 - Summary of Significant Risk Exposures and
Controls
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Audit Plan - All Audits Not Recommendations In Progress Findings Risk Ratings from Date Audits Proposed
Audits planned for Included in Audit = Agreed with Finalised, Approved Audits Reviewed by for February 2016

Second Quarter to 31 Plan Manager SLT
December 2015

Electronic Purchase

Finalising report
Orders — controls grep

IT Systems controls In Progress
Segregation of Duties In Progress
Yes, Managers action Slgnlflcant 0
lans to be High 0
Payroll P Moderate 21 Due 17/2/16
completed by Minor 18
17/2/16
Significant 0
York Valley . . High 12
Weighbridge Yes, and agreed actions entered in Moderate 12 7/12/15
. . InControl .
operations review Minor 9

Customer Service
Centre (counter
transactions)
Accounts Payable
— new suppliers
Accounts
Receivable — credit
notes
Insurance
Renewals

*Note, Internal Audit Plan to 30 June 2016 approved by Audit, Risk & Finance 12 November 2015
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12. Internal Audit Report to 31 December 2015 - Attachment 2 - A1498101 - Summary of Significant Risk Exposures and Controls
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Nelson City Council Audit, Risk and Finance
te kaunihera o whakat Subcommittee

18 February 2016

REPORT R4814

Extension of loan facility to the Melrose Society

1.1

2.1

M1692

Purpose of Report

To consider providing additional loan funding to the Colonel Noel Percy
Adams Trust (Melrose) Society for refurbishment of toilets in Melrose
House.

Delegations

The Audit, Risk and Finance Subcommittee has the responsibility to
monitor Council’s financial and service performance and make
recommendations to the Governance Committee and Council.

Recommendation

THAT the report Extension of loan facility to the
Melrose Society (R4814) and its attachments
(A1450076 and A1416892) be received.

Recommendation to Governance Committee and Council

THAT an interest free loan of $25,000 be made
to the Melrose Society for the purpose of toilet
refurbishment, subject to:

- the Society receiving a grant of $35,000
from the Rata Foundation for the same
purpose;

- the designs being approved by the
Property and Facilities Asset Manager;

AND THAT the loan is to be repaid in five annual

instalments of $5000 commencing 20 January
2017.
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13. Extension of loan facility to the Melrose Society

4.1

4.2

4.3

4.4

4.5

4.6

5.1

5.2

5.3

88

Background

Melrose House is currently leased to the Melrose Society until 2018. The
Society subleases part of the building as an apartment and café, and
uses the income generated to maintain the interior of the house. Council
is responsible for maintenance of the exterior.

The Society approached Council in 2011 seeking permission to refurbish
the toilets in Melrose House. The current facilities are not in character
with the house and are not adequate for the numbers of people using the
house.

Having received approval from Council for the alterations, the Society
has submitted a number of funding applications to raise the money
required for the refurbishment. The total estimated cost is $70,000, and
the Society has been allocated $35,000 by the Rata Foundation,
conditional on the other $35,000 being secured. The Society’s other
funding applications have been unsuccessful.

The Society has indicated that it would be prepared to put up to $10,000
of its own money into the project, although it would prefer this to be
$5,000. The Society gets income of around $26,641 each year from the
subleases and is also reimbursed expenses (power etc) by the tenant. It
has therefore requested a maximum loan of $30,000 from Council
(Attachment 1).

In its 2010-11 Annual Plan Council decided to extend a loan to the
Society of $25,000 towards the heating system in the house. The final
repayment of that loan ($5000) was made in January 2016.

A copy of the Society’s most recent accounts (for year ending 31
December 2014) is attached for information (A1416892).

Discussion

The Society is in good health, with a healthy balance sheet and a diverse
governance group. It has successfully paid off $20,000 of its initial loan
from Council and has secured $35,000 of grant funding towards the toilet
refurbishment costs.

The Society needs to draw down the Rata Foundation grant by August
2016. If it waited until the Annual Plan, it would not have time to make
alternative arrangements if Council chooses not to provide funding.
Instead it has asked Council to make a decision now in order to give
some clarity over what the next steps for the Society should be.

The Society has indicated that if Council approves a loan that it would
make a submission through the Annual Plan 2016/17 for the loan to be
converted into a grant. It is recommended that Council consider that
request alongside any other funding requests received from the
community when making decisions on the Annual Plan rather than
making a decision on that request now.

M1692



5.4 Council, as building owner, needs to be satisfied that the final designs for
any upgrades to the House are approved by the Property and Facilities
Asset Manage.

6. Options

6.1 Council could choose to extend a loan to the Society, which has
requested $30,000. Officers recommend that $25,000 be allocated based
on the previous precedent in relation to providing a loan for the heating
for Melrose and as the Society is able to afford to contribute $10,000
from its own reserves to the project.

6.2 Council could offer to provide a grant to the Society of up to $35,000.
The Society has not requested that at this time, and that any such
funding would be unbudgeted. Officers do not recommend this option as
responsibility for the interior maintenance sits with the Society. It should
be noted that the Society has indicated that, it may request grant
funding through the Annual Plan 2016/17 process.

6.3 Council could choose to decline the loan request. This may result in the
loss of the Rata Foundation grant, which requires match funding to be in
place. This option is not recommended.

7. Alignment with relevant Council policy

7.1 There is no funding in the Long Term Plan for this work.

8. Assessment of Significance against the Council’s
Significance and Engagement Policy

8.1 This is not a significant decision under the Council’s Significance and
Engagement Policy.

9. Consultation

9.1 No consultation has been undertaken in making these recommendations,
other than with the Melrose Society.

10. Inclusion of Maori in the decision making process

10.1  Maori have not been consulted on in making these recommendations.

Chris Ward

Group Manager Community Services

Attachments

Attachment 1: A1450076 - Request for loan from Melrose Society October

2015

Attachment 2: A1416892 - Melrose Society Accounts for Year ending December

M1692
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13. Extension of loan facility to the Melrose Society - Attachment 1 - A1450076 - Request for loan from Melrose Society October

2015

90

MELROSE HOUSE

HISTORIC HOUSE, CAFE & GARDEN
26 BROUGHAM STREET, NELSON
PHONE: 03 548 7269

WEB: www.melrosehouse.co.nz

Nelson City Council

PO BOX 645

NELSON

Attention: Chris Ward cc Ian Littleworth/Clir Peter Rainey

Dear Chris, Peter and Ian

Re: Funding for Essential Facilities (Toilets) and Ceiling Repairs in
Melrose House

Further to our two meetings on this matter, I wish to understand what
would be the most logical process to adopt with respect to obtaining some
funding from Council for this very worthwhile and essential project, and
also when to have all the work done at the same time.

The Rata Foundation (ex-Canterbury Community Trust) has approached
me again to ascertain what “"matched funding we will get. They have
granted the Society a total of $40,000 for renovations without specifying
exactly how that is to be spent. This was to be $35,000 for the toilets and
$5,000 for the repair/repaint of the ceilings. It has to be spent before the
end of August 2016 (which is 12 months after the receipt date).

You have indicated to the Society that in the next financial year (2016-
17) Council will redo the cafe ceiling to remove the asbestos. We would
like this work to be done in July or August at the same time that we will
have our toilet renovation work being done so we minimise the disruption
to the cafe operation. It will have to be closed down for your work, as it
should also be whilst we renovate the toilets.

The toilet renovation work was costed out at $70,000, so we are short of
$35,000. The Society could put up to $10,000 (if it really had to) but
$5,000 is its preferred limit, as we want to spend some more on the
ceiling renovations and on some better toilet equipment than was
specified in the schedule.
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We are chasing patrons and sponsors to help with funding or donations of
toiletry items but there is no guarantee of any success in this area.

We are thus requesting for some funding up to a maximum of $30K to
assist us with getting this project completed in this coming 12 months.

Can you advise how and when we should make such an application - for a
loan initially with a subsequent request (at Annual Plan submission time?)
to write that loan off as a grant to the Society.

I look forward to your advice.

Yours sincerely

HRW Briggs

Hugh Briggs
Chairperson
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Colonel Noel Percy Adams Trust
(Melrose) Society Inc

2014 Financial Statements
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13. Extension of loan facility to the Melrose Society - Attachment 2 - A1416892 - Melrose Society Accounts for Year ending

December 2014
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Colonel Noel Percy Adams Trust (Melrose) Society Inc

Directory

As at 31 December 2014
Nature of Business

Governance Committee

Secretary

Accountants

Auditor

Bankers

Management of Meirose Hisloric House

Hugh Briggs (Chairperson)
Stephen Paul (Secretary)
Brad MciNeill (Treasurer)
Rachel Swarbrick

May Godinez-Oliveros
Rod Malcom

Margot Wilson

Stephen Paul (Secretary)
202 Ponsonby Road

Ponsonby
Auckland

RD Campbell
Netson

Westpac Bank
Nelson
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Audit Report

Yo the Readers of the Financial Stat nts of the Colonel Noel Percy Adams Trust [Melrose) Society.

1 have audited the financial statements and notes to the financial statements. The financial statements
provide information about the Colonel Noel Percy Adams Trust (Melrose) Society past financial
performance and its position as at the 31" of December 2014, This information Js stated in accordance
with the accounting policies described in Note 1 1o the financial statements.

Governance Committees Responsibilities:

The Governance Commi are responsible for the preparation and presentation of the financial
statements which present fairly the financial position of the Colonel Noel Percy Adams Trust {(Melrose)
Society, as at 31" December 2014 and its financial pertormance for the year ended on that date.

Auditor’s Responsibilities

i am responsible for expressing an independent opinion on the financial statements presented by the
governance committee and reporting that opinion to the members,

Basis of Opinion

An audit indudes examining, on a test basis, evidence relevant of the amounts and disciosures in the
financial statements. It also includes assessing:

1. The significant estimates and judgments made by the governance committee in the preparation
of the financial statements; and

2. Whether the accounting policies used and described in note 1 are appropriate to the
circumstances of the Colonet Noel Percy Adams Trust {Melrose] Society, are consistently applied
and adequately disclosed.

| have conducted my audit in accordance with generally accepted auditing standards in New Zealand, |
planned and performed my audit 50 as 10 obtain all the information and explanations which § considered
necessary in order 0 provide sufficient evidence to give a reasonable assurance that the financial
statements are free from matenal misstatements, whether caused by error or fraud, tn forming my

pinion | also evaluated the overall adequacy of the presentation of the information in the financial
statements.

¢ have no refationship with or interest with the Colonel Noel Percy Adams Trust {Melrose) Society, other
than in my capacity as auditor.
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13. Extension of loan facility to the Melrose Society - Attachment 2 - A1416892 - Melrose Society Accounts for Year ending

December 2014
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Qualified Opinion

Control over revenues received prior to being recorded is limited. As i the case of other organisations
of this type and size there are no practical auditing procedures to determine the effect of this limited
control.

in this respect alone, | have not obtained ali of the information and explanations that | have required.

In my opinion, except for adjustments that might have been found to be necessary had | been able to
obtain sufficient evidence concerning cash receipts prior to banking:

* Proper Accounting Records have been kept by the Society as far as appears from my
examination of those records; and

* The financial statements present fairly in accordance with generally accepted accounting
practice the financial position of the Colonel Noel Percy Adams Trust (Melrose} Society, as at
the 31" of December 2014 and its financial performance for the year ended on that date.

My audit was completed on the 20” day of july 2015 and my qualified opinion is expressed as at that
date.

Y

R.D. Campbell, CA

Nelson
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Colonel Noel Percy Adams Trust (Melrose) Society Inc
Statement of Financial Performance

For the Year Ended 31 December 2014

Operating Revenue

Sales

Apartment Rental

Expenses Reimbursed

Lease Income

Venue & Equipment Hire Income
Donations Received

Sale of Donated Goods

Grants Received

Total Sales

Less Cost of Sales

Opening Stock
Opening Stock

Rent Discount Given

Closing Stock
Closing Stock

Total Cost of Sales

Gross Surplus
Less Expenses

Advertising

Audit Fee

Bank Fees & Charges
Cleaning

Computer & Website Expenses
Communications Consultancy
Depreciation

Gas, Diesel & Fire Wood
General Expenses

insurance

Licences & Registration
Light, Heat & Power

Low Cost Assels

Printing & Stationery

Rent

Repairs & Maintenance
Subscriptions & Licences
Telephone & Tolis

Volunteer Expenses & Gifts

$ $

. 212
14,040 13,500
10,438 9,332
12,601 12,600
5,799 5531
2418 437
1692 2496
2,500 -
49,488 44108
1,653 -

- 2,384
1,653 2,384
4860
6,513 2,384

(1653} -

X (1,853)

(1,653) {1,653)
4,860 731
44,628 43,377
2.180 2,245
350 350

4 e

1,925 690
228 2,249

. 2,109
10,334 10,340
3467 2,644
200 104
1,653 1,393
558 175
7,803 7,008
465 2,357

. 14
200 200
12,462 10,284
434 549
300 305
460 228
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13. Extension of loan facility to the Melrose Society - Attachment 2 - A1416892 - Melrose Society Accounts for Year ending

December 2014

98

Colonel Noel Percy Adams Trust (Melrose) Society Inc

Statement of Financial Performance (continued)

For the Year Ended 31 December 2014

Water Rales

Total Expenses
Operating Surplus (Deficit) before Other Income
Other Income

Interest Received
Net Surplus (Deficit)

2013

$
935 1,054
43,958 44,296
670 (919)
649 363
1,319 (556)

The Warchsl stiseranis Save oot Mepdned Som adoenation Tupehed Dy the Theot aid Nave Doen sadsec! 1 40 Judt o seviter. Thay 0 10 DE (0 7 coniunchin wih fie XComparya) Saciarer wd rokes

Page 6

M1692



Colonel Noel Percy Adams Trust (Melrose) Society Inc

Statement of Movements in Equity

For the Year Ended 31 December 2014

2014 2013

$ $

Revenues and Expenses

Net Surplus (Deficit) 1,319 {556)

Total Recognised Revenues and Expenses 1,319 (556)
Equity at the Beginning of the Year 124,313 124,869
Equity at the End of the Year 125,632 124,313
Movements in Retained Earnings

Opening Balance 124,313 124,869

Plus:

Net Surplus 1,319

Less:

Net Deficit . 556
Retained Earnings Closing Balance 125,632 124,313
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13. Extension of loan facility to the Melrose Society - Attachment 2 - A1416892 - Melrose Society Accounts for Year ending

December 2014

Colonel Noel Percy Adams Trust (Melrose) Society Inc
Statement of Financial Position
As at 31 December 2014

2013

$ $

Current Assets

Cheque Account 19,349 5,657

Savings Account 23,039 12,458

Sundry Debtors 2073 1,887

GST Receivable 1617 .

Stock on Hand 1,653 1,653

Total Current Assets 47,13 21,655
Current Liabilities

Sundry Creditors 19,394 2,698

Rent Reimbursment Payable 2780 .

GST Payable - 53

Total Current Liabilities 22174 2,751
Working Capital 25,557 18,904
Non Current Assets

Property, Plant & Equipment 3 105,075 115,409
Non Current Liabilities

Term Loans - Secured & 5,000 10,000
Net Assets 125,632 124,313
Equity

Retained Eamings 125,832 124 313
Total Equity 125,632 124,313

These financial statements have been subject to an audit or review

2 )
/7 o
Al & - V4 (’//7‘ Y
w2 '

/Tfeasute( Date
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Colonel Noel Percy Adams Trust (Melrose) Society Inc
Depreciation Schedule

=
For the Year Ended 31 December 2014 W
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T
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13. Extension of loan facility to the Melrose Society - Attachment 2 - A1416892 - Melrose Society Accounts for Year ending

December 2014

Colonel Noel Percy Adams Trust (Melrose) Society Inc
Notes to and forming part of the Financial Statements

For the Year Ended 31 December 2014

Statement of Accounting Policies

Reporting Entity
The financial statements presented here are for the enfitty Colonel Noel Percy Adams frust (Melrose} Society Inc., an incorporated
society under the Incorporated Societies Act 1908 and registered under the Charities Act 2005.

These financial statements have not been prepared for external use, They are prepared for tax purposes only and should not be
relied on for any other purpose. They are therefore defined as special purpose reports. These financial statements have been
prepared on a historical cost basis unless otherwise stated.,

Colonel Noe! Percy Adams Trust (Melrose) Society Inc is involved in the business of management of melrose historic house.

SuumontofComNiinco and Basis of Preparation
The accounting principles recognised as appropriate for the measurement and reporting of the Statement of Financial Performance

and Statement of Financial Position on a historical cost basis are followed by the trustt. The information is presented in New Zealand

dolfars.

Specific Accounting Policies
The following specific accounting policies which materially affect the measurement of the Statement of Financial Performance and
Statement of Financial Position have been applied:

(a) Revenue
Revenue is recognised when eamed and is raported in the financial period to which it relates.

(b) Inventories
Inventories are recognised at lower of cost and net reaksable value, determined on a first-in first-out basis.

(c) Trade Receivables
Trade Receivables are recognised al estimated realisable vaiue.

{d) Property, Plant & Equipment
Property, Plant & Equipment are recognised at cost less aggregate depreciation. Depreciation has been calculated using the
maximum rates permitted by the income Tax Act 2007. Gains and losses on disposal of fixed assets are taken into account in
determining the operating result for the year.

Leasehold Improvements - At cost 5.0%-10.0% CP
Plant & Equipment 10.0% CP
Fumiture & Fittings 10.0% CP
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Colonel Noel Percy Adams Trust (Melrose) Society Inc
Notes to and forming part of the Financial Statements (continued)

For the Year Ended 31 December 2014

(e) Income Tax
No provision for Income Tax has been made as Colone! Noel Percy Adams (Melrose) Society Inc. is an exempt from income tax
under the Income Tax 2007 as it is a registered charity.

{f) Goods and Services Taxation (GST)

Revenues and expenses have been recognised in the financial statements exciusive of GST except that irrecoverable GST input lax
has been recognised in associalion with the expense to which it relates. All items in the Statement of Financial Position are staled
exclusive of GST except for receivables and payables which are stated inclusive of GST

{g) Changes in Accounting Policies
There have been no changes in accounting policies: All policies have been applied on a basis consistent with those from previous
financial statements

2 Auditor's Remuneration
$ $

The auditor of Colonel Noel Percy Adams Trust {(Melrose) Society Inc is RD Campbeil
Audit Fee 350 350

350 350

3 Property, Plant & Equipment

Property, Plant & Equipment 2014

Cost Depreciation § Accumulated §§ Closing Book
Charged Depreciation Value
$ $ $ $

Leasehold Improvements - At cost 107,934 6,342 22,056 85,878
Piant & Equipment 1413 141 588 825
Fumiture & Fittings 38,550 3,851 20,178 18,372
Total Property, Plant & Equipment 147,897 10,334 42,822 105,075

Property, Plant & Equipment 2013

Cost Depreciation § Accumulated § Closing Book
Charged Depreciation Value
$ $ $ $

Leasehold improvements - At cost 107,934 - 15,714 92,220
Piant & Equipment 1413 - 447 966
Furiture & Fittings 38,550 - 16,327 22,223
Total Property, Plant & Equipment 147,897 - 32,488 115,409
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13. Extension of loan facility to the Melrose Society - Attachment 2 - A1416892 - Melrose Society Accounts for Year ending

December 2014

Colonel Noel Percy Adams Trust (Melrose) Society Inc
Notes to and forming part of the Financial Statements (continued)

For the Year Ended 31 December 2014

Term Loans - Secured 2013

$ $
Nelson City Council Loan
Total Outstanding 5,000 10,000

Neison City Council advanced Colonel Percy Adams Trust {(Melrose) Society inc, $25,000
on 20 January 2011. The loan is interest free and repayable in five equal instaiments of
$5.000 over 5 years starting on the 20 January 2012,

Total Term Loans - Secured 5,000 10,000

Nature of Operations

Colonel Noel Percy Adams Trust (Melrose) Soclety Inc. was formed in 1975 fo preserve and refurbish Melrose House in Neison.
The House itself was gifted lo the Nelson City Council in 1973 for the benefit of the citizens of Nelson. The Nelson City Council still
owns and maintains the property today, however the day to day management of the property rest with Colone! Noel Percy Adams
Trust (Meirose) Society Inc

Grants Received

The Cofone! Noel Percy Adams Trust (Melrose) Sociely Inc. has recognised the foliowing grants during the year ending 31 December
2014. The society wishes to thank Canterbury Community Trust for $2,500 that was used to fund the chimney repairs.

Contingent Liabilities
The Company has no contingent liabdiities as at 31 December 2014, {2013 Nil).

Capital Commitments
The Company has no capital commitments as at 31 December 2014, (2013 Ni).
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