Nelson City Council
te kaunihera o whakatu

AGENDA

Ordinary meeting of the

Audit, Risk and Finance Subcommittee

Tuesday 27 June 2017
Commencing at 9.00am
Council Chamber
Civic House
110 Trafalgar Street, Nelson

Membership: Mr John Peters (Chairperson), Her Worship the Mayor Rachel
Reese, Councillor Ian Barker, Councillor Bill Dahlberg 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
Subcommittee

te kaunihera o whakatu
27 June 2017

Page No.
1. Apologies
1.1 An apology has been received from Her Worship the Mayor.
2. Confirmation of Order of Business
3. Interests
3.1 Updates to the Interests Register
3.2 Identify any conflicts of interest in the agenda
4. Public Forum
5. Confirmation of Minutes
5.1 18 May 2017 10-15
Document number M2590
Recommendation
That the Subcommittee
Confirms the minutes of the meeting of the
Committee, held on 18 May 2017, as a true and
correct record.
6. Status Report - Audit, Risk and Finance
Subcommittee - 27 June 2017 16 - 18

Document number R7943
Recommendation
That the Subcommittee
Receives the Status Report Audit, Risk and

Finance Subcommittee 27 June 2017 (R7943) and
its attachment (A1753947).
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10.

Chairperson's Report
Corporate Report to 30 April 2017
Document number R6999
Recommendation
That the Committee
Receives the report Corporate Report to 30 April

2017 (R6999) and its attachments (A1766296 and
A1771251).

Balance Sheet reconciliation review
Document number R7002
Recommendation

Receives the report Balance Sheet reconciliation
review (R7002) and its attachment (A1774923).

Liability Management Policy review
Document number R7529
Recommendation

That the Subcommittee

Receives the report Liability Management Policy
review (R7529) and its attachment (A1765543).

Recommendation to Council
That the Council

Adopts the amended Liability Management Policy
(A1765543).

19 - 31
32 -39
40 - 57
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11.

12,
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Carry Forwards (Interim) 2016/17
Document number R7555
Recommendation

That the Subcommittee

Receives the report Carry Forwards (Interim)
2016/17 (R7555) and its attachments
(A1770607).

Recommendation to Council
That the Council
Approves continuing work on 2016/17 projects
within the 2016/17 approved budgets, noting a
final report on carry forwards will come to the

Audit, Risk and Finance subcommittee on 8
September 2017.

Council Risk Management Policy and Risk Criteria
Document humber R7572
Recommendation

That the Subcommittee

Receives the report Council Risk Management
Policy and Risk Criteria (R7572) and its

attachments: Risk Management Policy
(A1553263) and Council Risk Criteria
(A1545157).

Recommendation to Council
That the Council

Approves the Risk Management Policy
(A1553263); and

Adopts the Council Risk Criteria (A1545157).

58 - 66

67 - 80



13.

14.

Internal Audit - Annual Audit Plan to 30 June 2018 81 - 89
Document number R7587
Recommendation

That the Subcommittee

Receives the report Internal Audit - Annual Audit
Plan to 30 June 2018 (R7587) and its attachment
(A1748975);

Recommendation to Council
That the Council

Approves the Internal Audit — Annual Audit Plan
to 30 June 2018 (A1748975).

Health and Safety Governance Charter review 90 - 97
Document humber R7622
Recommendation

That the Subcommittee

Receives the report Health and Safety Governance
Charter review (R7622) and its attachment
(A1767136);

Recommendation to Council
That the Council

Approves the revised Health and Safety
Governance Charter (A1767136).
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15.

16.

17.
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Protected disclosure policy 98 - 109
Document number R7631
Recommendation

That the Subcommittee

Receives the report Protected disclosure policy
(R7631) and its attachment (A1338935) ; and

Notes the revised Protected Disclosure Policy
(A1338935).

Trafalgar Park Seating and Sale of the Punawai 110 - 136
Document number R7383
Recommendation

That the Subcommittee

Receives the report Trafalgar Park Seating and
Sale of the Punawai (R7383) and its attachments
(A345448, A1311242, R6448 and A1412442); and

Notes that the purchase of the Trafalgar Park
Seats complied with Council’s Procurement Policy
2015 (A345448); and

Notes that the Council approved the private sale
of the Punawai for reasons of timeliness and
efficiency, and recognised at the time of the sale
that this approach departed from Council’s Asset
Disposal Policy 2015 (A1412442).

Interim audit letter for the year ending 30 June
2017 137 - 145

Document number R7627

Recommendation
That the Subcommittee
Receives the report Interim audit letter for the
year ending 30 June 2017 (R7627) and its
attachment (A1775216); and

Notes the suggested responses to the
recommendations.



PUBLIC EXCLUDED BUSINESS
18. Exclusion of the Public
Recommendation
That the Subcommittee

Excludes the public 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

19. Re-admittance of the public
Recommendation
That the Subcommittee

Re-admits the public to the meeting.
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Audit, Risk and Finance Subcommittee Minutes - 18 May 2017

Nelson City Council
te kaunihera o whakatu

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

Held in the Council Chamber, Civic House, 110 Trafalgar Street,
Nelson

On Thursday 18 May 2017, commencing at 1.03pm

Present: Mr ] Peters (Chairperson), Her Worship the Mayor R Reese,
Councillor I Barker and Councillor B Dahlberg

In Attendance: Councillor G Noonan, Chief Executive (C Hadley), Group
Manager Community Services (C Ward), Group Manager
Corporate Services (N Harrison), Senior Strategic Adviser (N
McDonald), Manager Capital Projects (S Davies), Senior
Accountant (T Hughes) and Administration Adviser (S Burgess)

Apology: Mr John Murray

1. Apologies
Resolved AUD/2017/001
That the Subcommittee

Receives and accepts the apology from Mr John
Murray.

Barker/Her Worship the Mayor Carried

2. Confirmation of Order of Business
The Chairperson advised that the report Audit NZ - audit arrangement
and engagement letters, would be considered after the Chairperson’s
Report.

3. Interests

There were no updates to the Interests Register, and no interests with
items on the agenda were declared.
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Public Forum
There was no public forum.

Status Report - Audit Risk and Finance Subcommittee - 18
May 2017

Document number R7639, agenda pages 7 - 9 refer.

The Subcommittee directed that a Subcommittee briefing on social
enterprise principles was appropriate, and a workshop was no longer
required.

The Subcommittee noted that the Chair of the Governance Committee
and Mr John Peters would proceed to develop the scope for the tendering
processes report.

Resolved AUD/2017/002
That the Subcommittee
Receives the Status Report Audit, Risk and Finance
Subcommittee 18 May 2017 (R7639) and its
attachment (A1753947).

Barker/Dahlberg Carried

Chairperson's Report
Document number R7716, agenda pages 10 - 11 refer.
The Chairperson presented his report.
Resolved AUD/2017/003
That the Subcommittee
Receives the report Chairperson's Report (R7716).

Peters/Barker Carried

Audit NZ - audit arrangement and engagement letters
Document number R7513, agenda pages 91 - 129 refer.

Bede Kearney and Jacques Coetzee of Audit New Zealand joined the
meeting. Mr Kearney presented the report and responded to questions.

Resolved AUD/2017/004
That the Subcommittee

Receives the report Audit NZ - audit arrangement
and engagement letters (R7513); and

11
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Audit, Risk and Finance Subcommittee Minutes - 18 May 2017

attachments Al1749598, A1749594 and
Al1752596; and

Notes the Subcommittee can provide feedback on
the Audit Arrangement, Audit Engagement and
Audit Proposal letters to Audit NZ if required,
noting the Mayor will sign the letters once the
Subcommittee’s feedback has been incorporated.

Dahlberg/Barker Carried

Corporate Report to 31 March 2017

Document number R6998, agenda pages 12 - 24 refer.

Manager Capital Projects, Shane Davies, and Senior Accountant, Tracey
Hughes, presented the report. Ms Hughes provided updated information

on debtors three months overdue.

Mr Davies, Ms Hughes, and Group Manager Corporate Services, Nikki
Harrison, responded to questions.

Resolved AUD/2017/005
That the Subcommittee
Receives the report Corporate Report to 31 March
2017 (R6998) and its attachments (A1750159 and
A1753951).

Barker/Dahlberg Carried

Health and Safety: Quarterly Report
Document number R7023, agenda pages 25 - 35 refer.

Manager Organisational Assurance and Emergency Management, Roger
Ball, and Health and Safety Adviser, Malcolm Hughes, presented the
report and responded to questions.

The Chairperson asked that officers look into whether any lessons could
be learned from the recently released Havelock water report. He also
requested detail of Council’s current precautions against malware.

Resolved AUD/2017/006
That the Subcommittee

Receives the report Health and Safety: Quarterly
Report (R7023) and its attachment (A1753457).

Her Worship the Mayor/Barker Carried
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11.
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Recommendation to Council AUD/2017/007
That the Council

Notes the report Health and Safety Quarterly
Report (R7023) and its attachment (A1753457);
and

Confirms the assessment of critical health and
safety risks contained in the attachment
(A1753457).

Her Worship the Mayor/Barker Carried

Internal Audit Quarterly Report to 31 March 2017
Document number R7569, agenda pages 36 - 46 refer.

Internal Audit Analyst, Lynn Anderson, presented the report and
responded to questions.

Resolved AUD/2017/008
That the Subcommittee
Receives the report Internal Audit Quarterly
Report to 31 March 2017 (R7569); and its
attachment (A1747023).

Her Worship the Mayor/Barker Carried

Recommendation to Council AUD/2017/009
That the Council

Notes the report Internal Audit Quarterly Report
(R7569) and its attachment (A1747023).

Her Worship the Mayor/Barker Carried

Service Delivery Review Quarterly Progress Update - May
2017

Document number R6910, agenda pages 47 - 90 refer.

Policy Adviser, Gabrielle Thorpe, and Interim Manager Building, Chris
Wood, presented the report and responded to questions.
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Audit, Risk and Finance Subcommittee Minutes - 18 May 2017

Resolved AUD/2017/010
That the Subcommittee

Receives the report Service Delivery Review
Quarterly Progress Update - May 2017 (R6910)
and its attachments (A1737008, A1732393,
A1731928, A1731591, A1736351, A1642437,
A1736093, A1732264 and A1753361); and

Notes the update on progress with the programme
of s17A reviews.

Dahlberg/Barker Carried

12. Tax Risk Governance Framework
Document number R7599, agenda pages 130 - 139 refer.

Senior Accountant, Tracey Hughes, presented the report and responded
to questions.

Resolved AUD/2017/011
That the Subcommittee

Receives the report Tax Risk Governance
Framework (R7599) and its attachment
(A1750676).

Notes that a tax risk management strategy will be
presented to a future meeting of this
Subcommittee, and annual reporting against this
framework will occur annually after the end of the
tax year (31 March).

Dahlberg/Barker Carried

Recommendation to Council AUD/2017/012
That the Council

Adopts the Tax Risk Governance Framework
(A1750676) with immediate effect.

Dahlberg/Barker Carried

There being no further business the meeting ended at 3.06pm.
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Confirmed as a correct record of proceedings:

Chairperson

M2590

Date
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6. Status Report - Audit, Risk and Finance Subcommittee - 27 June 2017

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

27 June 2017

REPORT R7943

Status Report - Audit, Risk and Finance Subcommittee -
27 June 2017

1. Purpose of Report

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

2. Recommendation
That the Subcommittee

Receives the Status Report Audit, Risk and
Finance Subcommittee 27 June 2017 (R7943)
and its attachment (A1753947).

Attachments

Attachment 1: A1753947 - Audit, Risk and Finance Subcommittee Status
Report §
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Status Report - Audit, Risk and Finance Subcommittee - 27 June 2017

SOLZK

MEETING RESPONSIBL
DATE SUBJECT MOTION E OFFICER

COMMENTS

Resolved GOV/2017/016
That the Commiittee

Recelves the report Tendering processes (R7135) and its
attachments (A1713610 and R6796); and

Requests the Chief Executive to commission an external provider
to prepare a subsequent report to the Committee to explore the
Issues raised Iin report R7135 (and its attachments) in terms of
management of the requirements under the Local Authorities
(Members' Interests) Act 1968 by Council, and how these

09 March Tendering matters will be addressed in future; and

2017 processes
Requests that this report also clearly outlines the roles and Clare Hadley

responsibilities of all parties in complying with the Local
Authorities (Members' Interests) Act 1968; and

Notes that the full scope of this report will be agreed in advance
by the Chair of the Governance Committee and Mr John Peters.

Note: This item was transferred from the Governance
Committee to the Audit, Risk and Finance Subcommittee in May
2017.

The Chairs of the Audit, Risk and
Finance Subcommittee and
Governance Committee have met.

Two further strands of work will occur.

Ongoing

A1753947
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6. Status Report - Audit, Risk and Finance Subcommittee - 27 June 2017 - Attachment 1 - A1753947 - Audit, Risk and Finance

Subcommittee Status Report

Status Report - Audit, Risk and Finance Subcommittee - 27 June 2017
Resolved GOV/2017/002
That the Committee
Report ) )
B Requests that a report be prepared for the Governance
) Request Committee on the matters raised in the public forum A report Is on this agenda.
09 March Public Forum resentation by Mr Steve Cross on 9 March 2017
2017 Presentation P v - Chris Ward
from Steve Complete
Cross Note: This item was transferred from the Governance
Committee to the Audit, Risk and Finance Subcommittee in May
2017.
Resolved AUD/2017/011
That the Subcommittee A report will come to the 8 September
Tax Risk Receives the report Tax Risk Governance Framework (R7599) 2017 Audl.t, Risk and Finance
;gl";av Governance and its attachment (A1750676). Tracey Subcommittee meeting.
Framework  notes that a tax risk management strategy will be presented to Hughes
a future meeting of this Subcommittee, and annual reporting Ongoing
against this framework will occur annually after the end of the
tax year (31 March).
A1753947 Page 2 of 2



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

27 June 2017

REPORT R6999

Corporate Report to 30 April 2017

1.1

3.1

3.2

3.3

M2705

Purpose of Report

To inform the members of the Audit, Risk and Finance Subcommittee of
the financial results of activities for the 10 months ending 30 April 2017
compared to the approved operating budget, and to highlight and explain
any permanent and material variations.

Recommendation
That the Committee

Receives the report Corporate Report to 30 April
2017 (R6999) and its attachments (A1766296
and A1771251).

Background

The financial reporting focuses on the 10 month performance compared
with the year to date approved operating budget.

Unless otherwise indicated, all measures are against approved operating
budget, which is 2016/17 Annual Plan budget plus any carry forwards,
plus or minus any other additions or changes as approved by Council
throughout the year.

For the 2016/17 financial year, officers have assessed budgets and
applied a range of phasing mechanisms to better reflect the timing of
anticipated actual income and expenditure. This should enable clearer
analysis of variances, and better highlight any real issues. Given that
there are in excess of 3,500 budget lines, officers have concentrated
effort on more material items so there will remain a (much smaller)
element of timing differences.

Discussion

For the 10 months ending 30 April 2017, the activity surplus/deficits are
$4.1 million favourable to budget.

19
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8. Corporate Report to 30 April 2017

4.2 Financial information provided in attachment 1 to this report are:

A financial measures dashboard with information on rates revenue,
operating revenue and expenditure, and capital revenue and
expenditure. The arrow icon in each applicable measure indicates
whether the variance is increasing or decreasing and whether that
trend is favourable or unfavourable (green or red).

A grouping of more detailed graphs and commentary for operating
income and expenditure. The first set of charts and the commentary
is by category (as in the annual report) and highlights significant
permanent differences and items of interest. Variances due to
timing will not be itemised unless they become permanent. The
second set of charts are by activity.

A treasury measures dashboard with a compliance table (green =
compliant), a forecast of the debt/revenue ratio for the year where
available, and a graph showing debt levels over a rolling 13 month
period.

High level balance sheet. This does not include any consolidations.

A debtor analysis graph over 12 months, clearly showing
outstanding debt levels and patterns for major debt types along
with a summary of general debtors > 3 months and over $10,000
and other debtors at risk.

Two capital expenditure graphs - actual expenditure against
operating budget for the financial year, now including forecast to
year end, and year to date expenditure against approved operating
budget by activity.

A major projects summary including milestones, status, issues and
risks.

4.3 Capital expenditure is $13.2 million under budget noting that $9.6 million
of this variance is awaiting Council approval through the exceptions
process (already approved by other committees).

5. Options

5.1 Accept the recommendation. This report is to inform the committee
members, and no further actions are required.

5.2 Do not accept the recommendation.

Tracey Hughes

20
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Senior Accountant

Attachments
Attachment 1:
Attachment 2:

M2705

Financial information (A1766296) 1
Major projects summary (A1771251) §
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8. Corporate Report to 30 April 2017

Important considerations for decision making

Fit with Purpose of Local Government

The Audit, Risk and Finance subcommittee receives an update on financial
matters at each meeting to inform them of items of financial interest and
potentially items of financial risk.

Consistency with Community Outcomes and Council Policy

The financial reports are prepared comparing current year performance
against the year to date approved budget for 2016/17. Presentation of
these reports support the community outcome “Our Council provides
leadership and fosters partnerships, a regional perspective, and
community engagement”.

Risk

The recommendation carries no risk as the report is for information only.

Financial impact

The recommendation has no financial impact.

Degree of significance and level of engagement

The recommendation is of low significance as there are no decisions to be
made.

Inclusion of Maori in the decision making process

No consultation is required.

Delegations

The Audit Risk and Finance subcommittee has oversight of Council’s
financial performance and the management of financial risks.

22
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Nelson City Council
te kaunibera o whakatis

Financial threshold key
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RESULTS - FINANCIAL MEASURES
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§2.1m favourable cver operating budget On budget $0m favourable over budget
Against o ¥YTD operating budget of 323 8m full year Against o YTD aperating budget of S48.9m full year Against a YTD apevatiog budget of S3.3m full yeor
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8. Corporate Report to 30 April 2017 - Attachment 1 - Financial information (A1766296)

April 2017

OPERATING INCOME AND EXPENDITURE BY CATEGORY

Commentary

‘Other operating revenue $2.1m mare than Y10 approved budget
* Grants, donations and subsidies are $164,000 more than YTD approved budget - This is largely
expected to be timing differences with $118,000 related to NZTA daims (reflecting the timing of
expenditure] .

* Fpes and charges $1.1m more than YTD approved budget - the manina income is under by $132,000
mastly relating to the hardstand [which was not operational until Octabar and the budgeting lacked
robustness due to a lack of base data) . Forestry income ts $733,000 higher than budgeted however
this is partly offset by increased expenditure, Landfill fees are $417,000 more than budget due to
increased activity seen in the building industry and increases in Transfer Station volumes. There are
many timing differences in both directions which are anticipated to smoath out by the end of the year,

+ Rental income $101,000 more than YTD approved budget - rental from the Tahuna motor camp is
$115,000 ahead of budget as invoicing for 2014/15 revenue washup (not invoiced last year in error)
has been caught up. A parmanent difference of $90,000 has resulted,

* Regulatory incame $877,000 more than YTD approved budget - resource consent income is
currently $583,000 better than budget (offset by Increased service provision expenditure) and Butkding
Consents $294,000 better than budget which is an Indication of the increased level of activity In the
development sector,

* Other income - $13,000 more than budget. Council's distribution from the NRSBU is $225,000 less
than budget due to a decrease in the rate of return on Investment which is partially offset by increased
roading income from corridor access requests/UFB recoveries. 8oth of these items are themselves
offset in expenditure,

[e Interest & dividends are $126,000 less than budget largely due to interest Income recovered from
NRSBU (lower debt level and interest rate than anticipated).

Operating Expenditure $2em less than YTD approved budget
* Maintenance costs are $1.5 milion less than budget, $468,000 in base expenditure and $1m in

programmed maintenance. In base expenditure $227,000 of the underspend relates to roading,
mainly for road and footpath mamtenance, road marking, and data management. it is expected there
will be carryovers requested for NZTA subsidised items, Water treatment operations are $10%,000
under budget which is still anticipated to be spent this financial year; and the budget for Busiding Act
compliance in relation to dam safety is underspent by $89,500 (carryover requested), « Of the $1.1
milion underspend in programmed maintenance, $111,000 relates to unspent asset condition
assessment budgets {vacancy In asset planning leading to focus on higher priority work}, $127,000 to

Other Operating Revenue by Category
% YTD Operating Bucget & Y10 Actus
e e |
Interest & Ovigenss I
Rental income _
™
T —————
cans s s [
0 so0 10,000 15,000 20,000
§ Thousands
Excludes internal interest
Operating Expenditure by Category
# YTD Operating Bucger Y70 Actus
o e
‘ ‘
finante costy -
e
provsion
e =
TR =
0 $,000 10,000 15,000 20,000 25,000
$ Thousands

Finance Report to ARF - Dashboards and Charts - April 2017 (A1766296) xisxDashboard 2 (2)
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Atawhal rising mains repairs [was induded in exceptions report to W&I In $185,000 to forestry, $134,000 to
Water Supply (mainly repair work relating to the water loss reduction programme) and $262,000 to

prog ed building maint (@ large proportion of this is in progress, hawever same carry forwards may
be required due t0 contractor avallability). Other smaller variances {over 45 cost centres) are a mixture
of savings, timing vanances and possibie carry forwards. « Although the net difference In
unprogrammed maintenance is small (550,000 under YTD approved budget) there is $93,000
expenditure over YTD budget for reactive water supply maintenance, $143,000 under for reactive
open channel maintenance In Flood Protection, $153,000 under for the NZTA mandated emergency
events budget and $107,000 under for Day's Track recovery (carry forward pending). There are other
smaller variances such as Civic House budgets for earthquake repairs {44k) and general bullding
maintenance (33k), and $57,000 over in Covent Drive pedestrian bridge repairs which is the subject of
an insurance claim.

« Other service provision $596,000 mere than YTD approved budget - $573,000 shows as overspent
year to date on the School of Music earthquake strengthening project due to a mismatch between the
timing of the budget provision and the project spend, and contractors costs in Resource Consents are
ahead of budget by $471,000 reflecting activity in that area (see regulatory income). $569,000
unbudgeted forestry expenses are offset to over budget income. There are also year to date
underspends, most notably in the NRSBU charge ($173,000 - ref other income), Total Mobifty costs (§131,000

around the operaton of the service], Suter Galfery {$130,000 - awaiting the quarterly

the operation of the service), Suter Gallery [$130,000 - awalting the quarterly charge), the
water loss reduction strategy ($121,000), Monitaring the Environment ($126,000 - likely to be a
mix between carry forward and year end catch-apl, Buliding Claims (581,000 - one claim
outstanding} and in Economic Development there has only been $10,000 spent so far
against the budget assigned to assist the gondola project.

* Other expenditure $633,000 less than budget, $369,000 in consultancy and $324,000
in base operating expenditure. ¢ In ftancy, $154,000 relates to the Tahuna erosion
study - the work has been tendered and consultant selected however will carry on inta
2017/18 financial year, and 597,000 for capacity confirmation for growth areas in the
water networks . Unbudgeted expenditure of $60,000 for NCC's share professional
advice around the Joint Landfill proposal has been incurred, » In base operating
expenditure rent for car parking is $91,000 under budget due to a lease renegotiation
587k relates to prior years). General expenses are $158,000 under budget and security
expenses are under budget by 561,000, both of which are likely to be savings. Water by
meter is currently $87,000 over budget mcluding water purchased from TDC which is
recovered from water rates. The remainder are a mixture of small variances.

OPERATING INCOME AND EXPENDITURE BY ACTIVITY

Other Operating Revenue by Activity
Y70 Operating Budget  m YTD Actual
Flood Procection
) e———————
Starmwater | [
e
3 e —————————————
TAPC  ——
a1
5008 —
Parky & Active Recreaten “
0 1000 2000 3000 4000 5000 6,000 2,000 K000 9000 10
§ Thousands

Operating Expenditure by Activity

W YTD Operating Budget @ YTD Actual

o 2000 4000 €000 E000 10000 12000 13000 16,000
5 Thousanth
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8. Corporate Report to 30 April 2017 - Attachment 1 - Financial information (A1766296)

9¢

April 2017

RESULTS - TREASURY MEASURES

© Al Treasury paeameters measured reman comeliant.
* Full year forecast dedt based on the Draft Annusl Plan 2017718 1s 599 7m

DEBT/REVENUE RATIO FORECAST Dedt S Oelst over 12 months
Net external debt/operating revenue &
rates ot year end 10
Pl vowr snions
L
@ " =
103.8%
” e ™
= -
Favourable under budget
™
Ageinst o full year budget of 137 4% & ¢ benchmerk of
150% R
S
@0
L)
Compliance Actual Annual Plan Minimum  Maximum
Feeed flowting mix * 75.0% na 55% 0% w0
Joos latarestueel & & 4% 5 7% % 15% Aerdh Ml JuslE A6 Augls Sep-16 ocls Roy-16 Dwcdb jwe1?  Febi? Mand? Aprd?
Net interest rates revenue . 6.1% BI% s 20%
Extornal debe revenue * |3.0% 137.0% 0% 150%
Catermal debe equiy ki 7.0% 10.1% 0% 20%
<
N
N
8 Finance Report to ARF - Dashboards and Chaets - April 2017 [A1766296). xsx Treasury
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April 17
ABBREVIATED BALANCE SHEET
April 2017 March 2017 June 2016
Inchudes call depotits
Current Assets
T Cash 85,040 285,928 2,198,114
inchates pragayments and curreet porsons of bans 10 \‘ Receivables 19,941,517 8,142,732 11,477,612
cammuniy srganizations and releted nerties Other Current Assets 1,125,139 1,047,252 743,879
Total Current Assets 21,151,696 9,475,912 14,419,605
L-. 1 wibectarey ard ausosistes I Non Current Assets
o Foed Assets 1,375,360,111 1,374,484,612 1,361,583,692
o -carrent porsons of ke % commenty \‘ Investments 34,794,404 34,754 404 34,634,404
orparisations and related parties (ncudes NRSE] Other Non Current Assets 11,411,681 11,238,681 11,304,130
Total Non Current Assets 1,421,566,196 1,420,517,697 1,807,522,226
I'ltvm oans dus witvin 12 menths l Cusrent Liabilities
Payables (9,444,596} {13,463,819) {16,088 5635)
¢  Borrowings: Current {34,800,000) (29,400,000} 21,400,000}
[Corrent pordon of amwicyes benefit lablties Other Current Liabiities (1,505,113} (1,502,678) (1,834,686)
Total Current Liabilities (45,749,709) (44,366,497) {39,323,322)
Rausing NZ suspensory loes Non Current Liabilities
,—l Payables: Non Current (819,000} (819,000) {819,000}
Borrmings due altw 12 imeette Provisions (1,355,719) (1,344,348} (1,244,456}
= Borrowmngs: Non Current {60,000,000) {60,000,000) (60,000,000}
. Other Non Current Liabilities (8,626,945) (8,626,945) (8,626,945)
(o vurmant poen o armployws bereis 9 *| Total Non Current Liabilities (70,801,664) {70,790,203) (70,690,301)
Net Assets 1,326,166,519 1,314,836,820 1,311,928,108
Equity
Accumulated Funds (416,104,552) (398,789,412) {385,405,973)
Reserves {910,061,927) (916,047,407} (926,522,135)
Total Equity (1,326,166,519) (1,314,836,820) (1,311,928,108)

« The balance sheet remains strong, with net assets S10m higher than at Apeil 2016 and $14m higher than June
2016.

« Borrowings have increased to fund the reduction In the accounts payable balance.
* Rates invoicing was undertaken in Aprd, resulting in increased recesvables and equity batances.

Finance Report to ARF - Dashboards and Charts - April 2017 (A1766296) xIsx Balance Sheet
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8. Corporate Report to 30 April 2017 - Attachment 1 - Financial information (A1766296)

18000 -

12000 -

Debt ($000's)
g

2000 -

Apr 16 May 16 16

General debtors 3 month plus over $10,000 or at risk

Account No 3 Mths Overdue  Notes

April 2017

Total Debt Analysis by Type

Aag 16 Sep 16 Nov 16 Dec 16 Feb 17 Mor 17 Apri?

- Water
mCther
Maring
wBCARC

1208287 $ 16,750 Payment arrangement in place and adhered to

Finance Report to ARF - Dashboards and Charts - April 2017 (A1766296) xdsx




April 2017

RESULTS - CAPITAL EXPENDITURE

70
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NCC Capital Expenditure

to 30 April 2017

e Actual

~+—Approved budget
——Foracast spend
——Forecast budget
~e~Annual Plan + carry orward

°}~ff&gfwg¢ﬁggfﬁww

© Theze graphs reflect the appraved budget at the time of writing the repert
* The farecast budget and forecast spend abeve includes updates that went to W&I committae in mid May
« The approved budget includes ondy thase changes fully approved by Council st 30 May

v To be read in conunction with the Major Projects Summary report

Major variances (projects)

L) 2,000

Capital Expenditure by Activity

¥ YD Approved Budger . Actual

4000 £000 9000 19000 12000
Dodiaey (000)

LY, Most of the projects noted below are being
anaged through the exceptions process with
wdget changes through but st
ing Counall approval.
re detoll on major capital projects con be found in
major projects status report
Saxton Creek and York Stream Channel Upgrade ]

Maitai Pipeine renewal ahead of phased budget

PAaitland Ave and Hampden St/Uittle Go Stream have
ovided savings.

Fideshire, Radvway Reserve-Savton Rd 'West-Oryden 51,

and staff time less than budgeted

Neale Pack pump tation, Jenner Rd and pipe renewals I

Cycleways, Oldham Bridge, and retaining wall
replacement

[teke Community Camire and Elms Turner Ubrary
[Extension
rafalgar Centre and reserves land purchase ahead of
YTD budget, offset by Maodellers Pond Solution, Trafalgar
Theatre and seating replacements
T, Motor Vehicles, Tvic House upgrade, Earthquake
one building remediation

Finance Report to ARF - Dashboards and Charts - Aprd 2017 (A1765196) wlsxCagetal
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8. Corporate Report to 30 April 2017 - Attachment 2 - Major projects summary (A1771251)

30

Green = on track against baseline, no major issues or risks. >90% confident in delivery against plan.
Yellow = moderate issues &/or risks exist but are geable, S0 to 90% confid.

Major Projects Summary

it in dehvery aganst plan,

Red = high or extreme issues &/or risks requiring corrective action(s}. Less than 50% confident in delivery aganst plan.

Milestone .
Project/ Programme |, ;0 0t pefinition Next Milestone  |expected  |16/17 Budget [17/18 Budget |18/19 Budget |*1™arY Report to Committee/ Issues & Risks Reasons
Name Committee uncil
completion
Protection
Carryover peviously
Hampden St East Little  |Installation of a large stormwater pipe from End of Defects Works & included in W&! Q2 Progress
Go Stream: Stage 2 Franklyn Street, through Soys College, Waimea Liabitity Period Nov-17 $ 3,710,276 | 5 400,000| § | 1nfrastructore Report for 16 Feb 2017, 'Works completed for current 16/17 financial year.
MULTI-YEAR PROJECT  |Road through to Rutherford Street, Approved by Council on 23
March 2017,
Complete W&T Q3 Progress Report to Stage 3 - Completion anticipated in July 2017, Carryover to be included in
|Saxton Creck Upgrade |Upgrade stream channel and undertake asscaated Construction of Jul-17 $ 3,255,003 | & 2,079,785 | & R Works & Council in June 2017 Carryover Repert for Counal in August 2017,
MULTI-YEAR PROJECT  |landscaping. Stage 3 e e Infrastructure regarding Stage 2 Stage 2 - Land negotiations on going and carryover included as part of W&l
carryover, Q3 Progress Report for Council approval in June 2017,
Carryever and additional
ile Street funds peviously inciuded in
Nile rot E“:lsw & SW & flood protection to meet appropriate LOS. Issue Tender Aug-17 $ 15,000 | $ 775,550| 3 - mfx::::“m W& Q2 Progress Report for On track,
flood protectio 16 Feb 2017, Aporoved by
Council on 23 March 2017.
Flood Mitigation - Gravel . . - .
. ; Completion of N Works & Construction now anticipated to be pleted in June rather than May due to
Traps & Intake Stream repairs and upgrade of intake structures.  vorks. Jun-17 s S01,164| $ 157,979 s 108,131 Infrastructure None delays with wat weather.
Structures
Water Supply Activity
Maitai Pipeline Upgrad Il‘ truction of a trunk main from WTP to Brook  [Completion of Works & . ) Yo Bl )
(WTP - Westbrook Tce) |Stre¢!. works. Juncd7 1§ 2936553 § | ® | 1ofrastructure None Pipe laying and 0 fen 1t ongoing
Maitland Ave Watermain ; End of Defects Works & .
Re \ Renewal of the Watermain on Matland Ave IL' ability Period Apr-18 E3 901,442| % -l & | tnfrastructure None Project completed, 6 month defects peried underway,
Carryover and additional
Wastney Terrace STW  |Upgrade of the public stormwater system to serve noproved Resource Works & funds peviously included in
Upgrade future development potential - Harnis sub-division C:se:’vt Aug-17 $ 93,622 | % 8s0,000| $ “ | infrastructore W&I Q2 Progress Report for Easement negotiations still ongoing,
MULTI-YEAR PROJECT  |on Sunnybank Rise 16 Feb 2017, Approved by
Council on 23 March 2017.
W&I Q3 Progress Report to
:orl:'s‘l:e.m Channel Install large stormwater pipe along Kawa: St to Begin Construction Jul-17 s 939,055 | § 1,085,858 | R Works & Council in June 2017 Approval to be sought from Coundil for additional meney and carryover of
P Boundary Road. o ! ’ Infrastructure | regarding additional money funds inta next financial year,
MULTI-YEAR PROJECT
and carryover.
Railway Reserve - Install stormwater to connect historical Completion of Works &
Saxton Rd West - subdivisions that discharged direct to radway : Jun-17 $ 781,963| % - $ - mf":"u None On track,
Dryden Street reserve. works. cture
Neale Park sewer pump [Redevelopment and upgrade of Neale Park Sewer Works & WA&I Q3 Progress Report to Approval to be sought from Council to carryover of funds into next financial
station upgrade pump station to reduce cdour and provide peak Tenders Close Jun-17 $ 1,116,890 $ 5,563,570| $ | tafeastructure Council in June 2017 Y year. W&I committee and Counal have previously approved timing and
MULTI-YEAR PROJECT  |flow pumping requirements. regarding carryover. financial changes.
Construction of new pump station at Corder Park
© ncluding a section of Atawhai rising main
Corder Park e N End of Defects Works & . .
Pump Station Upgrade | %® . Liability Period Mar-18 $ S$31,796| $ $ Infrastructore None Construction completed - 12 Month defects period underway.
Transport Activity
|Sealed road resurfacing e Preparation for 5 Works & Works completed for current 16/17 financial year. Prepacation for next years
MULTI-YEAR PROJECT Renewal of existing sealed carnageway surfaces, 17/18 works Jul-17 $ 1,348,177 | $ 1,380,700| $ 1,510,590 Infrastructure None programme underway.
::‘.':: Rd ::;::':9 and Development of walking and cyciing solution along on Hold . 4 97,830 | & 3,032,869 $ Works & Carrysver Report to Council Y v v Awaiting of Nelson Southern Link (driven by NZTA) before
HULT'!'-‘Y: AR PROJECT Rocks Road. ! ‘ Infrastructure in August. progressing project, Funding to be carried forward to 2017/18.

M2705
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Major Projects Summary

|Milestone 5
project/ Programme. |p oject efinition Next Milestone |expected  [16/17 Budget [17/18 Budget |18/19 Budget |*1™ary Report to Committee/ | 10 | gudget | 5P/ |rssues & Risks Reasons
ame pleti Committee Benefits

::: wll :Ink:q‘ ea Cycling Upgrade of cycie connections between the Maitai  |[Construction starts Jun-17 s 25,000 ¢ N Works & None Project to align with construction requirements of Maitai Pipefine traffic

(Walkway and Brook Street. on site ‘ Infrastructure management on Westbrook Terrace, Completion planned to be in June 2017,
{Improvements

Enhance urban environment theough lighting,

g and land aesthetics, Work includes . . R Community

|Bridge St Enhancement under v da lighting along Bridge St and lighting Project Close Jun-17 $ 35428 % s Services None Project Completed.

along Alma and Fiddle Lane.
St Vincent to CBD cycle [Minor improvements in Anzac Park and new Complete Jun-17 $ 120,000 | % s Works & ;mn:l;::::::slly n"v:l:: ¥ Risk construction may continue into July 2017, due to recent scope change by
connection Pedestrian/Cycle Refuge on Rutherford St. Construction ’ Infrastructure aiternative option approved Council .

Reinstate/Remediate Days Track following landslip [Construction . ~ Works & Carryaver Report to Council Construction delayed from May and is now ar d to be completed in July
Days Track Recovery in Dec 2011 rainfall event, [finished on-site hi-17 $ 498,438| ¢ $ Infrastructure in August. due to delays with wet weather,
The Cliffs Palisades - )
[Retaining wall The Cliffs Palisade Strengthening e g w17 s sono79| 8 -s e None On track.
Rutherford/Trafalgar Development of Rutherford park in line with Sports and .
park Devel Development Plan. Project Close Jun-17 $ 1,912,265 $ -1 s Recraation None Construction completed.
Trafalgar Centre Complete upgrade to allow reopening & safe public . . R Community .
Reopening use of the Centre. Project Close Oct-17 4 4,480,592 | ¢ $ Servicas None Construction completed.

Additional funds peviously
Modellers Pond Solution o . Complete detail . Sports and approved by S&R on 21 Feb Working Group convened and currently on track. Programme is tight to
MULTI-YEAR PROJECT Improve Water quality and amenity of the pond. design k17 $ 560,424] % S44,890| § Recreation 2017 and approved by achieve completion in time for the Modellers event in January 2018,
Council on 23 March 2017,

|Stoke sports & ; CS Q3 Progress Report to - funds i sl
G ity facility New sports and community facility in Stoke. gm::::on Nov-17 $ 4,418,489 $ 1,300,000 $ C;m"';::ty Council in June 2017 Ap::oval to be sought fram Council to carryaver of s into neoct fin
MULTI-YEAR PROJECT regarding carryover, vear.

Purchase land to improve access for walkers, . . . )
Daelyn Land Purchase  [cyclists, and open up view at end of Daelyn Drive. ls‘:k approval in Jul-17 $ 684,596 | 3 - | 8 'sli:n‘ ‘.:: S&R in July 2017. :?::::‘v: bQ‘;rN:': from Councl to vover funds into next financial year

Provide additional amenity space o eport.

. . Complete NCC are a key stakeholder and contnbuting funds, Project being managed by
Design and buikd & 230m eutdoor cycing construction of Jun-17 $ 427,020| $ -1 s Saxton Field None TDC. TDC advise project is on track for completion at end of June, subject to
velodrome. This is a TOC lead project. stage 2 weath
|Stage er.
Earthquake Strengthening. 2:‘":::::.::' Oct-17 £ 2,585,148 | ¢ - s C;::n'::ty None

31
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9. Balance Sheet reconciliation review

Audit, Risk and Finance

Nelson City Council
te kaunihera o whakatG Subcommittee

27 June 2017

REPORT R7002

Balance Sheet reconciliation review

1.1

3.1

3.2

3.3

3.4

4.1

32

Purpose of Report

To inform the subcommittee on the detail of the balance sheet, the
status of reconciliations and any areas of risk identified.

Recommendation
It is recommended that the Subcommittee

Receives the report Balance Sheet reconciliation
review (R7002) and its attachment (A1774923).

Background

As part of the Corporate Report, the subcommittee is presented at every
meeting with a summarised balance sheet. The purpose of presenting
the summarised balance sheet is to identify and explain any significant
differences month on month.

The balance sheet is otherwise known as a statement of financial
position. Balance sheet reconciliations are conducted to ensure the
legitimacy of the organisations reported financial position.

Attachment 1 allows the subcommittee to see the detail that lies beneath
the summarised balance sheet in the Corporate Report. For each
account, the spreadsheet indicates the balance at 30 April (the last
month for which complete data is available), whether the reconciliation
has been completed in April and any risk associated with the balance.

This information is presented to the subcommittee on an annual basis.
Discussion

Accounts with a large number of transactions (debtors, creditors, fixed
assets) are reconciled monthly or more frequently.

M2705



4.2

4.3

4.4

4.5

4.6

Some accounts (largely equity and loans receivable) are reconciled
quarterly or annually as part of the annual report and audit process.
These accounts may have only one movement during the year.

Reconciliations are completed by a hamed member of the finance team
and are checked by a senior member, or in some cases, audit.

As part of its audit process, Audit NZ check some (but not all)
reconciliations either during its interim visit (which tends to focus on
control and processes) or its final visit (the reconciliation being in
support of the results in the Annual Report).

Options

Accept the recommendation and receive the Balance Sheet reconciliation
review report.

Reject the recommendation.

Tracey Hughes
Senior Accountant

Attachments
Attachment 1: Balance Sheet reconciliations (A1774923) 1

M2705
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9. Balance Sheet reconciliation review

Important considerations for decision making

Fit with Purpose of Local Government

This report allows for a detailed review of one of the key elements of the
Corporate Report; the balance sheet. The Corporate Report provided to
the Audit, Risk and Finance Subcommittee at each meeting informs them
of items of financial interest and potentially items of financial risk.

Consistency with Community Outcomes and Council Policy

This report supports the community outcome “Our Council provides
leadership and fosters partnerships, a regional perspective, and
community engagement”.

Risk

The recommendation carries no risk as the report is for information only.

Financial impact

The recommendation has no financial impact.

Degree of significance and level of engagement

The recommendation is of low significance as there are no decisions to be
made.

Inclusion of Maori in the decision making process

No consultation is required.

Delegations

The Audit, Risk and Finance Subcommittee has the responsibility for
considering financial performance and the management of financial risk.

34
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GL Account Number GL Description

Current Assets - Cash

25309001 |Imprest Accounts

253090011 |GL System file: Bank (S/be 0}
25309002 Cashier Clearing Account
25309003 \Unpresented Cheques

25309004 ‘Westpac Bank Account (No Inls}
Current Assets -Receivables

2530901901 Commercial + Trade Waste Debts
25309020 Rates Debtors

25309020001 |Rates Postponement
25309020002 |Rates Postponement
25309020004 Rates Postponement
25309020005 [Rates Postponement
25309020008 |Rates Postponement
25309020009 Rates Postponement
25309020010 |Rates Postponement

25309021 General Debtors

2530902102 Provision for Doubtful Debts
25309022 \Debtors Accrued

25309023 [Rates Rebates

25309024 Accrued Revenue

2530902401 Accrued Pensioner Housing Revenue
25309027 |Marina Debtors (Nelmac)
25308061 \Current Account: NRLBU
25309062 Current Account: NRSBU
2530906203 |NRSBU Advance Working Capital
2530906301 /Intercompany :Nn Airport Ltd
2530906304 Current Account NREDA
25309065 Intercompany Account: TBHT
25309066 Inwards Remittance Recd Susp
25309070 Rates Refund Suspense
25309072 \Resource Consents Suspense
2530807201 Building Consent Deposit
25309073 'Southern Cross Pymits Suspense
2530907301 \Property Legal Suspense Clearing
2530907302 Credit Card Suspense

25309076 Sundry Fines Suspense

25309078 [PIN Suspense

25309079 (Cash Out Suspense

2530908004 |Molesworth Team Contributions
2530908006 Mayors Christmas Dinner Income Suspense
25309081 |NCC Visa Card Suspense
25309082 \Parking Infringement Part Payment Suspsense
25309083 ‘Solar City Repayment Suspense
2530908703 Mayoral Relief Fund

25309217 |Nelmac (Marina Debtors) Suspense
25309218 jlntermediary Loan Debtors
25309222 Income Tax Provision

Current Assets - Other Current Assets

25309010 |Westpac call investment
25309025 'Sundry Prepayments

25309045 Swaps Revaluation

25309092 Loans: Rainbow

25309093 \Loans: Theatre Royal

25309095 \Loans: Clean Heat Warm Homes
2530909520 Solar Saver Loans

25309096 Intermediary Advances
25309098 'Loan: Tasman Bays Heritage Trt

Reconciliation
Y/N/NR (not  April17 Checked  April 17 §
required)

< < < < < < < < << << < << < < < < < =

I I I I IE I I I I I I I I I I I I e

< €€ € < < < <

o< < K - < < < < < < < < =<

< < < < 2 =<

I A T T R I I I e A I IR I S

=
< =< =< Z

2222222 <<

Risk Amount
Apral Risk Commentary
38,867 38,867 Reconciled to Bank
. Nil [
9,800 9,800 Reconciled to Bank
(250) (250) Reconciled to Bank
36,623 36,623 Reconciled to Bank
390,475 0
13,903,821 0
10,231 0
18,343 0
10,109 0
16,705 0 :
2,183 0
1,918 0
1,343 0

'Reconciled to Debtors Sub ledger, Risk mitigated by internal

1,845,608 1,845,608 processes and use of collection agencies.

387,616 387,616 Accounting risk only

- | Nil :I_!econcited to Rates Rebates Sub Ledger
2,531,030 2,531,030 Accounting risk only
43,768 43,768 Accounting risk only

Reconciled to Marina Debtors Ledger and Bank Account, Risk
mitigated by internal processes and use of external collection

154,190 154,190 agencies
. Nil |Accounting risk only
- Nil Accounting risk only
450,000 Nil |Accounting risk only
- Nil Accounting risk only
11,130 Nil \Accounting risk only
943 Nil \Accounting risk only
= | Nil Accounting risk only
945 Nil |Accounting risk only
. Nil |Accounting risk only
- | Nil Accounting risk only
7,108 Nil |Accounting risk only
- | Nil Accounting risk only
- Nil \Accounting risk only
- Nil \Accounting risk only
- | Nil
- Nil
- Nil
- Nil
- - |Accounting risk only
- Nil
- Nil
- Nil |
43,222 43,222 Accounting risk only
- Nil :
5,183 Nil |Accounting risk only
- Nil |
381,259 381,259 Accounting risk only
- Nil iAzcounting risk only
12,858 Nil [Payable by Council
60,000 60,000
401,239 401,239 Defaults unlikely
2,782 82,782 Defaults unlikely
87,000 87,000
100,000 100,000

Other Information

SVSfem Code Only - No reconciliation required
These three are combined

lhese three are combined

These three are combined

Sub ledger balance
Sub ledger balance

Sub ledger balance
Year end adjustment

Largely NZTA

Zero balance once reimbursement from DIA is received

iUpdate and check after funding done. Largely Water accrual

Sub Ledger and Bank Balance
Not yet required

Cleared Regulariy depending on Value

Balance to be invoiced - timing difference

Should be zero balance at month end - timing difference

‘Not Currently used

‘should be Zero

Cleared monthly should be nil at end each month

Cleared daily should be nil at end of Month

Should be nil each day balance only if CSC staff made mistake
Minor balance used annually - Transferred to current liabilities

‘Only used at Xmas - Cleared at month end

iUpdated by EIL as well as finance - check balance
‘Should be nil except at rates levy month.

Only used for Consolidation
Checked weekly, Contra account for Cash receipts / transfers
Year End Adjustment

'Usually Nil - Check with Loans

Sundry expenses timing

'Year end adjustment
‘Community loans, reconciled annually

Community loans, reconclled annually
Community loans, reconciled annually
Community loans, reconciled annually

AAdjusted at year end

Community loans, reconciled annually

Balance Sheet Reconciliation review for ARF - Apr 2017 balances (A1774923).xisxRECON
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9. Balance Sheet reconciliation review - Attachment 1 - Balance Sheet reconciliations (A1774923)

36

GL Account Number GL Description

Current Liabilities - Payables

25309203 \Accrued Expenses

2530920301 _'Accmed Interest

2530920302 Accrued Audit Fees

2530920303 ‘Accrued ACC Levy

25309204 Sundry Creditors

253092081175 \Contract retention: Stoke Community Facility

25309209 ‘Trade Creditors

25309210 Income Received in Advance
2530921001 |suspensory Loan: Current
25309211 Contingencies: GST

25309212 'Building & Housing Levy
25309213 \Building Research Levy
25309214 Nelson Enterprises Loans Trust
25309215  Trust Account

2530921501 Goshift Central Initiative
2530921503 Civic Trust Flags

25309216 \Unclaimed Monies Reserve
25305219 Top Of The South Marine Biosecurity Partnership
25309220 [FBT Accrued

25309224 ‘Withholding Tax

25309230 \GST Balance Brought Forward
25309231 /GST Input Tax: Expenses
25309232 GST Qutput Tax: Income
25309233 \GST Paid to IRD

25309234 (GST Received from IRD
25309238 Founders Park Deposits
25309239 ‘Marina Key Deposits
2530924001 Parks and Reserves Key Deposits
25309242 ‘Rental & Accom Bonds
25309243 |Stoke Hall Deposits

25309244 Trafalgar Centre Deposits
25309245 ‘Contract Deposits

25309246 ‘Saxton Stadium Deposits
25309247 Election Deposits

25309248 ‘Performance Deposits
25309615 Cwil Defence - Joint Venture
25309620 Fisheries Outfall

Current Liabilities - Borrowings

2530909803 /NRSBU Advance Current
25309201 'Loans: Current Portions
2530920101 "Floatmg Rate Notes: Current Portion
25309202 Commercial Paper
2530960122 |WPC - Gymnastics
2530960125 'WPC - Tahuna Camp
2530960273 'WPC - Call Loan

2530960278 |WPC - Term Loans
2530960286 WPC - Visitor Info
2530960287 'WPC - Nn Alrport Ltd

Current Liabilities - Other

25309067 Salary/Wages Suspense Account
25309250 ‘Sick Leave Accural

25309251 Holiday Pay Accural

25309252 |Retirement Gratuities: Current
25309253 ‘Long Service Leave: Current
[Non Current Assets - Fixed Assets

25309420 Land: Operational

25309422 'Buildings: Operational

Reconciliation
Y/N/NR (not  April 17 Checked
required)

< < < < < <
< < < 2 < <

< Z < < =<2 <=

L kg K g g € <
=
=

< < < 2 =< =<

<
<

I I I I I I I I I I T I
F I I I 1 e I 1h T eI

- < < < =< < < < << < << <<
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April17 %

(484,365)
(418,186)
(96,493)

(26,211)
(53,029)

(6,791,051)

(22,109)
(58,500)
581,848

(43)
(69,488)

(206,021)

(14,816)

(23,457)

(5.887)

(3,863)
521,011

11,841,566

(14,214,611)

1,327,711

(230)
(23,550)
(331)

{8,481)

(1,500)
(4,348)
(1,400)

(325,315)

(726,195)
(79,832)

(20,000,000)

{5,000,000)

(1,050)
(1,070,900)
(8,400,000)

(328,050)

(541,916)
(42,734)
(789,906)
(45,555)
(77,731)

53,630,217

33,627,804

Risk Amount

Apri7

Nil
Nil
Nil
Nil
Nil
Nil

Minor

Nil
Nil
Nil
Nil

Unknown

Unknown
Nil
Nil
Nil
Nil
Nil
Nil

Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil

Nil
Nil
Nil
Nil
Nil

Unknown
Unknown

Risk Commentary

Accounting risk only
|Accounting risk only
|Accounting risk only
Accounting risk only
'Accounting risk only
'Accounting risk only
Invoices not processed. Risk mitigated by internal processes.
At year end additional time taken to ensure all material
Invoices processed or accrued.

'Possible claimed with no valid Invoice. Risk mitigated through
Internal processes and review.

'Possible miscoding of non invoiced income. Risk mitigated by
/internal review,

Other Information

‘Monthly reclassification of accounts + Annual Balance Adjustments

Housing NZ. Annual adjustment,
Timing of GST liability on Income

Zero balance at month end
Zero balance at month end
Historical Balance

Funds held on behalf. Reviewed by Project team

Clearing Account 8043 Annual Balance

‘These codes combine together

These codes combine together

These codes combine together
These codes combine together
These codes combine together

Historical Balance on transfer to Nelmac June 12.

DHB

Current Account
Clearing Account 8035 Annual Balance

Year end disclosure adjustment
Year end disclosure adjustment
Year end disclosure adjustment
Reconciled to Treasury Management System

lReconclled to Treasury Management System

Reconciled to Treasury Management System

‘Reconclled to Bank

Reconclled to Treasury Management System
Now Floating not term
Now Floating not term

AAnnual adjustment

‘Annual adjustment

Annual adjustment

Physical risk of Fixed Assets is largely insured
counting risk for depreciation assumptions

Balance Sheet Reconciliation review for ARF - Apr 2017 balances (A1774923).xisxRECON
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GL Account Number

2530942201
25309424
2530942401
25309426
2530942601
2530942802
2530942803
2530942804
2530942805
25309430
2530943001
25309432
2530943201
25309436
25309438
25309440
2530944001
25309442
2530944201
25309444
2530944401
2530944403
2530944404
2530944405
2530944412
25309446
2530944601
25309447
2530944701
25309448
2530944801
2530944802
2530944803
25309450
2530945001
2530945002
2530945003
25309452
2530945201
25309453
2530945301
25309461
2530946101
25309463
2530946301
25309480
2530948001

253094030683
253094030799
253094030800
253094030802
253094030808
2530940402
2530940403
2530940404
2530940405
2530940406
25309408

25309434

GL Description

\Accumulated Depreciation
|Other Improvements: Operation|
|Accumulated Depreciation
Motor Vehicles: Operational
\Accumulated Depreciation
:Equfpment: Operational
‘Accumulated Depreciation
|Computers: Operational
\Accumulated Depreciation
[Furniture: Operational
‘Accumulated Depreciation
|Library Rentals: Operational

Accumulated Depreciation

'Marina: Operational
\Land: Restricted

Buildings: Restricted

Accumulated Depreciation
|Other Improvements: Restricted
‘Accumulated Depreciation

Roading Infrastructure
Accumulated Depreciation

:Land under Roads
|Carpark Infrastructure

Carpark Acculuated Depreciation

[Land: Infrastructural
‘Stormwater Infrastructure
‘Accumulated Depreciation

Flood Protection Infrastructure
Accumulated Depreciation

jSewage Infrastructure
Accumulated Depreciation

Sewage Treatment Plant & Fac
Sewage TP&F Accumulated Depn

'Water Infrastructure
‘A‘cumylated Depreciation
‘Water Treatment Plant & Fac

WTP&EF Accumulated Depn

:Sohd Waste Infrastructure
‘Accumulated Depreciation

YV Landfill Future Benefit
Accumulated Depreciation

'Marina Improvements Hansen
‘Accumulated Depreciation

Improvements Restricted
Accumulated Depreciation

flntanglb!c‘s - Software

Intangibles - Software Accum D

[Non Current Assets - Investments

Borrower Notes LGFA - 15/03/19

Borrower Note LGFA 15/04/23

Borrower Note LGFA 15/04/27
Borrower Note LGFA 15/04/23

\Borrower Note LGFA 15/05/21
Investment: Nelmac
Investment: NN Airport Ltd

Investment: NN Port Co Ltd

Investment: Tasman Bays Her Tr

Investment - Suter

\Investment Properties

Forestry: Operational

[Non Current Assets - Other

Reconciliation
Y/N/NR (not  April 17 Checked
required)
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April17 %

(12,116,132)
5,032,123
(945,375)
1,000,383
(581,853)
7,238,592

(5,566,363)
3,711,318
{3,063,207)
3,349,566
(1,837,857)
4,503,558
(2,565,589)
2,903,093
95,559,533
67,600,164
{10,309,260)
10,680,505
(878,070)
349,328,717
(5,259,226)
258,991,602
862,329
(38,072)
23,113,137
124,244,005
(1,773,181)
16,775,865
(254,917)
125,534,182
{2,554,431)
13,080,300
(306,667)
133,158,071
(2,575,952)
14,434,619
(728,418)
7,219,984
{312,703)
853,039
(466,723)
7,555,579
(1,654,216)
57,036,382

(15,680,409)

5,208,138
(3,113,585)

240,000
160,000
80,000
80,000
160,000
2,353,272
1,200,000
12,707,684
4,922,000
6,000,000
1,060,000

5,691,000

Risk Amount

Apri17 Risk Co
Unknown
Uhknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown
Unknown

IRisk of early impairment of Infrastructure components

Other Information

Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually
Updated Annually

240,000 Default unlikely
160,000 Default unlikely
80,000 Default unlikely
80,000 Default unitkely
160,000 Default unlikely
2,353,272 Investment Risk
1,200,000 Investment Risk
12,707,684 Investment Risk
4,922,000 Investment Risk
6,000,000 Investment Risk
1,060,000 Investment Risk - Change of use
'Physical and biological risk mitigated by forestry management

5,691,000 practices

Reconciled to Treasury Management System
Reconciled to Tréasury Management System
Reconciled to Treasury Management System
Reconciled to Treasury Management System
Reconciled to Treasury Management System

Crop & Food building

Insured for physical risk

Balance Sheet Reconciliation review for ARF - Apr 2017 balances (A1774923).xisxRECON
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9. Balance Sheet reconciliation review - Attachment 1 - Balance Sheet reconciliations (A1774923)

38

GL Account Number

2530909301
2530909501
2530909801
25309260

25309402

2530940203
2530940290
2530940292
2530940293
2530940295
2530940296
2530940298
25309403

GL Description

|Loans: TR NPV Val Adj
Loans: CHWH NPV valuation Adjustment Acc
|Loan TBHT NPV Adj
‘Swaps revaluations
Intermediary Loans Advance
INRSBU Advance Term
|Loans: NN Enterprise Loan Trust Non Current
|Loans: Rainbow Non Current
\Loans: Theatre Royal Non Current
|Loans: CHWH Non Current
Loans: Solar Saver Non Current
" Loan: TBHT Non Current
ETS Credits - 41,848 ERU

Current Liabilities - Payables
Non Current Liabilities - Provisions

25309605

2530960299

253096040683
253096040685
253096040757
253096040799
253096040800
253096040801
253096040802
253096040803
253096040804
253096040805
253096040807
253096040808
253096048057

2530960701
25309611
25309612
25309690
25309014
2530901401
25309015
2530901501
25309016
2530901601
25309017
2530901701
2530901703
25309018
25309801
25309803
2530980301
25309804
25309805
25309806
25309810
25309811
25309898
25309899
25309901
2530990101
2530990102
2530990103
2530990104

|Landfill Redemption Provision

Non Current Liabilities - Borrowings

Current Portion Transferred
Floating Rate Note LGFA -15/03/19
‘Floa'tmg Rate { July 2020)

Floating rate Note LGFA ANZ_PP2
[Floating Rate Note LGFA 15/04/23
[Float Rate Note 03/12/2020
Floating Note 15 April 2027
Floating Note 15 April 2023
Floating Rate Note $5m NAL
Floating Rate Note $5m MAC
[Floating Rate Note $5m Gen
Floating Rate Note 22 August 2022
[Floating Rate Note LGFA 15/05/21
\Borrower note LGFA 15/05/26

Non Current Liabilities - Other

Suspensory Lean: Non Current

Provn for Gratuity/Long Servce

Provision for Gratuities

Derivatives Reval: Term portion of liability

:Sepautg General Rate
‘Seperate General Allocation
General Rates

General Rates Allocation

‘Waste Water Charge

‘Waste Water Charge Allocation
‘Water Rates

Water Rate allocation

:Dramage Rates Trade Waste Ad)
\Uniform Annual Charge
Proprietors Equity

Nelmac Shareholding

'TBHT Shareholding

'TBHT Loan Valn Adjustment Acc
\Loans External Repaid

Loans Internal Repaid

:Loans External Raised

\Loans Internal Raised

Asset Movements

Asset Suspense

Asset Revaluation Reserve
|Asset Revin Reserve: Water
Asset Revin Reserve: Sewerage
Asset Revin Reserve: Stormwate
|Asset Revin Reserve: Forestry

Reconciliation
Y/N/NR (not  April17 Checked  April 17 §
required)
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{631,847)
{152,990)
(366,611)

984,950
7,000,000
50,000
1,440,000
1,367,083
408,633
925,000
387,463

(1,355,719)

20,000,000
{15,000,000)
(5,000,000)
{10,000,000)
(10,000,000)
{5,000,000)
(5,000,000)
{5,000,000)
{1,200,000)
(3,110,000)
(690,000)
{10,000,000)
(10,000,000)

(819,000)
(155,462)
(66,910)
(8,404,573)

{4,913,567)
3,684,741
(35,955,987)
37,223,332
{6,903,188)
5,177,422
(3,530,308)
2,647,313
64,397
{8,409,482)
(377,544,312)
(2,853,272)
(4,922,000)
366,611
(568,701)
410,967
(128,434,968)

| (116,278,782)

{115,496,406)
(98,895,192)
{2,053,423)

Risk Amount
Apr17
Nil
Nil
Nil
Nil
984,950
Nil :
50,000
Nil f
1,440,000
1,367,083 Defaults unlikely
408,633 Defaults unlikely
925,000
387,463

Risk Commentary

Nil

Nil

Nil

Nil

Other Information

Annual Loan Valuation Adjustment
Annual Loan Valuation Adjustment
Annual Loan Valuation Adjustment
Year End Adjustment

‘Year End Adjustment

Community loan, reconciled annually

Current only

Community loan, reconciled annually
Community loan, reconciled annually
Community toan, reconciled annually
Community loan, reconciled annually
Held for Landfill

Year End Adjustment

Year end disclosure adjustment

Reconciled to Treasury Management System
Reconciled to Treasury Management System
Reconciled to Treasury Management System
Reconciled to Treasury Management System
Reconciled to Treasury Management System

‘Reconciled to Treasury Management System

Reconclled to Treasury Management System
Reconciled to Treasury Management System
Reconc@led to Treasury Management System
Reconciled to Treasury Management System
Reconciled to Treasury Management System

‘Reconciled to Treasury Management System

Hedgebook - account not used until May

Housing NZ. Annual adjustment
Year End Adjustment
Year End Adjustment
Year End Adjustment

Cleared annually_by appropriation to Equity

Cleared annually by appropnation to Equity

‘Cleared annually by appropriation to Equity

Cleared annually by appropriation to Equity

‘Transferred to Activity - Cleared annually

Transfer to Activity - Cleared Annually
Transferred to Activity - Cleared annually
Transfer to Activity - Cleared Annually

:Clgared to Income at year end
Cleared annually by appropriation to Equity

WOprlatlbn Account

‘Appropriation Account

Appropriation Account
Appropriation Account

'Appropnanon Account

‘Appropriation Account

Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report

‘Reserve movement spreadsheet prepared at year end that links into annual report

Reserve movement spreadsheet prepared at year end that links into annual report

Balance Sheet Reconciliation review for ARF - Apr 2017 balances (A1774923).xisxRECON
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GL Account Number

2530990105
2530990106
2530990107
25309902
25309905
25309908
25309909
2530990901
25309910
25309921
25309965

GL Description

|Asset Revin Reserve: Waste

Asset Revin Reserve: Roading

|Asset Revin Reserve: Flood Protection
\Unused Depreciation Reserve

Loan Repayment Reserve

lInsurance Reserve
/Insurance Reserve: Building

Insurance Reserve: Resource Co

Health & Safety Funding A/c

Pensioner Housing Reserve

‘Roading Contributions

Reconciliation

Y/N/NR (not  April 17 Checked  April 17 $

required)

P I IR
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{6,398,718)

: (469,829,878)

(893,950)
(5.026,170)
35,660,407
(428,563)
(277,489)
(238,983)
(28,332)
(266,503)
(110,863)

Risk Amount
Apr17
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil

Risk Commentary

Other Information

Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report
Reserve movement spreadsheet prepared at year end that links into annual report

Balance Sheet Reconciliation review for ARF - Apr 2017 balances (A1774923).xisxRECON
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10. Liability Management Policy review

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

27 June 2017

REPORT R7529

Liability Management Policy review

1.

1.1

4.2

4.2.1

4.3

40

Purpose of Report

To adopt the amended Liability Management Policy.

Recommendation
That the Subcommittee

Receives the report Liability Management Policy
review (R7529) and its attachment (A1765543).

Recommendation to Council
That the Council

Adopts the amended Liability Management
Policy (A1765543).

Background

The current Liability Management Policy (Policy) was approved by Council
in March 2016.

Discussion

The amended Policy, with the proposed changes highlighted, is in
Attachment 1. The following sections set out further details in relation to
the changes that are to be considered:

Review date
The Policy has been on an annual review cycle. It is proposed to move
this to a formal three yearly review. It is also proposed that the Policy be

reviewed internally on an annual basis with amendments being brought to
the subcommittee, if necessary.

Glossary of terms

M2705



4.3.1

4.4

4.4.1

4.5

4.5.1

4.6

4.6.1

4.6.2

4.6.3

4.7

4.7.1

4.7.2

4.8

4.8.1

4.9

M2705

It is proposed that the Policy be updated to include a reference to a
glossary of financial markets terms which is available on request. As it is
a lengthy document, it is not proposed that the glossary be included as
part of the Policy.

Net/gross debt

Previously the Policy has referenced net debt when managing interest rate
risk. As Council does not hold any core investment funds to provide an
offset, it is proposed to amend the Policy to reflect that interest rate risk
is actually managed on a gross basis.

Risk management instruments

It is proposed that collars be added to the table of risk management
instruments allowed, in order to make this clearer. Previously, these were
allowed in the wording below the table in certain restricted circumstances
and the proposed amendment aims to tidy this up.

Interest rate swaps

Previously any interest rate swaps beyond 12 years required approval of
Council. It is proposed that this is moved to 15 years. The exception to
this will be if Council raises Local Government Funding Agency (LGFA)
funding as fixed rate or as a swapped floating rate and the maturity is
beyond 15 years.

The main driver for this proposed change is that the LGFA, which the
Council uses for long term borrowing, is now issuing longer dated debt (it
has issued a bond out to April 2033) and the proposed amendment will
align with this longer term borrowing now available. In addition, the swap
market has become more liquid and actively traded beyond ten years.

The propose amendment has been discussed with our treasury advisor,
Price Waterhouse Coopers (PWC) and it raised no concerns.

Liquidity and funding risk management

This section has been updated at the request of the LGFA to include the
statement “To minimise concentration risk the LGFA requires that no more
than the greater of NZD 100 million or 33% of a Council's borrowings from
the LGFA will mature in any 12-month period”.

This amendment is consistent across the local government sector and is
not specific to this Council.

Specific borrowing limits
It is proposed that definitions for “cash” and “cash equivalent” be included.
The suggested definitions are consistent with the manner in which these

items are calculated.

Emissions Trading Scheme

41
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10. Liability Management Policy review

4.9.1

4.10

4.10.1

5.1

The proposed changes in relation Emissions Trading Scheme include
removal of any references to types of emission units which can no longer
be used and an amendment to the performance benchmarking based on
the view our treasury advisor. In order to simplify and describe the
benchmark more appropriately, the following is suggested “the actual
annual ETS cost for Council should be no worse than the budgeted ETS
cost for that year”.

Treasury Performance

It is proposed that the performance benchmarking be simplified to
measure as follows: “the actual borrowing cost for Council (taking into
consideration costs of entering into interest rate risk management
transactions) should be below the budgeted borrowing costs”. Previously,
it was benchmarking the margin against an LGFA credit curve.

Options

The recommendation is to adopt the amendments to the Liability
Management Policy.

Option 1: Adopt the amended Liability Management Policy

Advantages e changes are recommended by our treasury
advisor and are considered current best
practice

Risks and e none

Disadvantages

Option 2: Not adopt the amended Liability Management Policy

Advantages e no change from existing policy

Risks and e policy is due for review

Disadvantages e policy will not conform to current best practice

Nikki Harrison
Group Manager Corporate Services

Attachments
Attachment 1: A1765543 - Liability Management Policy May 2017 §

42

M2705



Important considerations for decision making

Fit with Purpose of Local Government

Risk management through having a Liability Management Policy enables
more efficient and effective provision of services as set out in section
10(1)(b) of the Local Government Act.

Consistency with Community Outcomes and Council Policy

The Liability Management and Investment Policies are required by section
102 of the Local Government Act. Nothing in the proposed Liability
Management Policy is inconsistent with any other previous Council decision
or Council Policy. Updating the policy supports the community outcome
“Our Council provides leadership and fosters partnerships, a regional
perspective and community engagement”.

Risk

There is limited risk from the proposed changes although one of the
amendments allows officers to take out interest rate swaps with maturity
dates out to 15 years, rather than 12 years. However, this would only
occur to manage interest rate risk.

Financial impact

There is no direct financial impact from adopting the amended Liability
Management Policy.

Degree of significance and level of engagement

This matter is of low significance because it includes minor amendments to
an existing policy, therefore no consultation has taken place.

6. Inclusion of Maori in the decision making process
Maori have not been consulted in the preparation of this report and policy.
7. Delegations

The Audit, Risk and Finance Subcommittee has the responsibility for
considering Council’s Treasury functions and policies. The Audit, Risk and
Finance Subcommittee has the power make a recommendation to Council
on this matter.

M2705
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10. Liability Management Policy review - Attachment 1 - A1765543 - Liability Management Policy May 2017
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Nelson City Council
te kaunihera o whakatu

Liability Management Policy

Effective: June 2017
Review date: June 2020

Contact: Group Manager Corporate Services

Approved by Council:

A1765543
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Liability Management Policy
Page 2

Introduction
General Policy

To provide appropriate parameters in which Council will manage its borrowing activities
and external liabilities to ensure compliance with the provisions of the Local Government
Act 2002.

Section 102 of the Local Government Act 2002 (the "Act”) requires Council to adopt a
Liability Management Policy (the "Policy™). Section 104 of the Act outlines the contents
of Council’s policies in respect of the management of both borrowing and other liabilities,
including:

. interest rate exposure; and
. liquidity; and

. credit exposure; and

. debt repayment.

The Policy is to be consistent with the Long Term Plan (LTP) and Annual Plan. The
formalisation of such policies and procedures will enable treasury risks within Council to
be prudently managed.

As circumstances change, the policies and procedures outlined in this Policy will be
modified to ensure that treasury risks within Council continue to be well managed

Objectives:
Statutory Objectives

All external borrowing, investments and incidental financial arrangements (e.g. use of
interest rate hedging financial instruments) will meet requirements of the Local
Government Act 2002 and incorporate the Liabllity Management Policy and Investment
Policy.

Councll Is governed by the following relevant legislation:

. Local Government Act 2002, in particular Part 6 Including sections 101,102, 104
and 105,

. Local Government (Financial Reporting and Prudence) Regulations 2014, in
particular Schedule 4.

. Trustee Act 1956. When acting as a trustee or investing money on behalf of others,
the Trustee Act highlights that trustees have a duty to invest prudently and that
they shall exercise care, diligence and skill that a prudent person of business would
exercise in managing the affairs of others.

. All projected external borrowings are to be approved by Council as part of the
Annual Plan or the Long Term Planning (LTP) process.

. All master legal documentation in respect to external borrowing and financial
instruments will be approved by Council’s legal counsel prior to the transaction
being executed.

. Council will not enter into any borrowings denominated in a foreign currency.

. Council will not transact with any Council Controlled Trading Organisation (CCTO)
on terms more favourable than those achievable by Councll Itself.

A resolution of Council is not required for hire purchase, credit or deferred purchase of
goods if:

. The period of indebtedness is less than 91 days (including rollovers); or

Nelson City Council
# baunvhers o whakaty

A1765543
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Llability Management Policy
Page 3

B The goods or services are obtained In the ordinary course of operations on normal
terms for amounts not exceeding in aggregate, an amount determined by
resolution of Council.

General Objectives

. Minimise Council’s costs and risks in the management of its external barrowings.
. Minimise Council’s exposure to adverse interest rate movements.
. Monitor, evaluate and report on treasury performance.

. Borrow funds and transact risk management instruments within an environment of
control and compliance under the Council approved Policy so as to protect Council’s
financial assets and manage costs.

. Arrange and structure external long term funding for Council at acceptable margins
and cost from debt lenders. Optimise flexibility and spread of debt maturity terms
within the funding risk limits established by this Policy statement.

. Monitor and report on financing/borrowing covenants and ratios under the
obligations of Council’s lending/security arrangements,

. Comply with financial ratios and limits stated within this Policy.

. Maintain appropriate liquidity levels and manage cash flows within Council to meet
known and reasonable unforeseen funding requirements.

. Minimise exposure to credit risk by dealing with and investing in credit worthy
counterparties.

- Ensure that all statutory requirements of a financial nature are adhered to.

. Ensure that financial planning will not impose an unequitable spread of

costs/benefits over current and future ratepayers.

. To ensure adequate internal controls exist to protect Council’s financial assets and
to prevent unauthorised transactions.

. Develop and maintain relationships with financial institutions, LGFA, credit rating
agencies, investors and investment counterparties.

. Any aclivity that is speculative in nature or where there is not a legitimate underlying business
cash flow being managed is strictly prohibited.

Glossary of Terms

- A Glossary of Terms used In the financial markets is avallable from the Council on
request (A1765543). The Glossary has been excluded from this document for the
sake of brevity.

Liability Management Policy

Interest Rate Exposure

Interest rate exposure refers to the impact that changes in Interest rates can have on
the Council’s cash flow. The Council’s policy for interest rate risk management is to take
a conservative, risk-averse approach by requiring a certain percentage of the Council’s
borrowing to be fixed rate or hedged borrowing. Both the long term nature of the
Council’s assets and the need for intergenerational equity mean it is important that the
Council should:

. Have predictable interest costs;

Nelson City Council
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B Avoid increases in annual rates caused by interest rate rises.

How Interest Rate Risk Is Managed: The Rules

The Council’s external core grass debt should be within the following fixed/floating
interest rate risk control limits:

Master Fixed/Floating Risk Control Limits

Minimum Fixed Rate Maximum Fixed Rate

55% 90%

"Fixed Rate” Is defined as an interest rate re-pricing date beyond 12 months forward on
a continuous rolling basis.

"Floating Rate” is defined as an interest rate re-pricing within 12 months.

The percentages are calculated on the rolling 12 month projected gross debt level
calculated by management and signed off by the Council Chief Executive. Gross debt is
the amount of total external debt. This allows for pre-hedging in advance of projected
physical drawdown of new debt. When approved forecasts are changed, the amount of
fixed rate protection in place may have to be adjusted to ensure compliance with the
policy minimums and maximumes.

The fixed rate amount should be within the following maturity bands:

Fixed Rate Maturity Profile Limit
Period Minimum % Maximum %
1 to 3 years 15 60
3 to 5 years 15 60
5 years plus 15 60

Floating rate debt may be spread over any maturity out to 12 months. Bank advances
may be for a maximum term of 12 months.

A fixed rate maturity profile that is outside the above limits, but self corrects within 90-
days is not In breach of this Policy. However, maintaining a maturity profile beyond 90-
days requires specific approval by Council.

Risk Management Instruments

The following instruments may be used for interest rate risk management activity.

Category Instrument
Interest rate risk management Forward rate agreements ("FRAs") on:
. Bank bills
. Government Bonds
Nelson City Council
A1765543 sehemisevheet
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Category Instrument

Interest rate swaps including:

. Forward start swaps/collars (start date
<24 months, unless linked to existing
maturing swaps/collars)

. Swap extensions and shortenings
Interest rate options on:

. Bank bills (purchased caps and one for
one collars)

. Government bonds

. Interest rate swaptions (purchased
swaptions and one for one collars only)

. One for one collar option structures are allowable, whereby the sold option Is
matched precisely by amount and maturity to the simultaneously purchased
option. During the term of the option, only the sold side of the collar can be closed
out (i.e. repurchased) otherwise, both sides must be closed simultaneously. The
sold option leg of the collar structure must not have a strike rate ‘in-the-money’;

. Interest rate options must not be sold outright;
. Purchased borrower swaptions mature within 12 months;

. Interest rate options with a maturity date beyond 12 months that have a strike
rate (exercise rate) higher than 2.00% above the appropriate swap rate, cannot be
counted as part of the fixed rate cover percentage calculation;

. Forward start period on swaps and collars to be no more than 24 months from deal
date except where the forward start swap/collar starts on the expiry date of an
existing swap/collar and has a notional amount which is no more than that of the
existing swap/collar;

. Any fixed rate hedge with a maturity beyond 15 years must be approved by
Council. The exception to this will be If Council raises LGFA funding as fixed rate or
as a swapped floating rate and this maturity Is beyond 15 years.

Any other financial instrument must be specifically approved by the Council on a case-
by-case basis and only be applied to the one singular transaction being approved.

Liquidity and Funding Risk Management

Liquidity risk management refers to the practice of making sure funds are available when
needed, without incurring penalties for breaking investments before time. The Council
does not hold its reserves in cash and must anticipate and plan for drawings against
reserves,

The Council’s objective for funding risk management is to minimise the risk of large
concentrations of debt being reissued at a time of adverse movements in borrowing
margins beyond the Council’s control.

Councll’s ability to readily attract cost effective borrowing Is largely driven by its ability
to rate, maintain a strong financial standing and manage Its relationships with its
investors, LGFA, financial institutions/brokers and maintain a long-term credit rating of
at least AA.

Nelson City Council
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Policy

The Council’s policy for liquidity and funding risk management is:

. Ensure that the Council’s committed debt facilities and term loans mature over a
wide time period;

- External term debt plus committed debt facilities, plus available cash and cash
equivalents must be maintained at an amount of at least 110% over existing
external debt;

. Diversify borrowing over a range of bank and debt capital market lenders ensuring
that bank borrowings are only sought from approved strongly rated New Zealand
registered banks

. Matching expenditure closely to its revenue streams and managing cash flow
timing differences

- Maintaining its financial investments in cash/cash equivalent investments

. Councll has the abllity to pre-fund up to 12 months of the forecast debt
requirements including re-financings. Re-financings that have been pre-funded, will
remain included within the funding maturity profile until their maturity date.

Rules

The Council’s rules for managing liquidity and funding risk are that the maturity profile of
the total committed funding in respect to all external term debt and committed debt
facilities is to be controlled by the following system:

Period Minimum % Maximum %
1 to 3 years 15 60
3 to 5 years 15 60
5 years plus 10 60

» A funding maturity profile that is outside the above limits, but self corrects within 90-
days Is not in breach of this Policy. However, malntaining a maturity profile beyond
90-days requires specific approval by Council,

* To minimise concentration risk the LGFA requires that no more than the greater of NZD
100 million or 33% of a Council’s borrowings from the LGFA will mature in any 12-
month period.

Credit Exposure

The Council does impose a minimum long term credit rating on its bank lenders of A or
better and short term rating of A-1 or better, as determined by Standard and Poor’s or
equivalent international credit rating agency (Fitch or Moody’s). Hedging facilities are only
with banks that have a long term A or better credit rating.

Counterparty/Issuer Minimum long Risk management
term/short term instrument maximum
credit rating per counterparty
Nelson City Council
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NZ Registered Bank (per bank) A+/ A1+ 15.0

In determining the usage of the above gross limits, the following weightings will be
used:

. Interest rate risk management (eg. swaps, FRAs) — Transaction Notional X Maturity
(years) X 3%

- Foreign Exchange Risk (e.g. Forward Exchange Contract) - Transaction Face Value
amount x ((square root of the maturity {(years)) x 15%).

Debt Repayment

The Council repays borrowings from rates, debt raising, surplus funds, proceeds from the
sale of investments and fixed assets.

Debt will be repaid as it falls due in accordance with the applicable borrowing
arrangement. Subject to the appropriate approval and debt limits (per Council
delegations register), a loan may be rolled over or re-negotiated as and when
appropriate.

Note that the proceeds from sales of fixed assets and investments may also be used for
the acquisition of other fixed assets.

Borrowing Mechanisms

The Council will borrow through a variety of market mechanisms including approved
financial instruments as follows:

Category Instrument

Cash management and borrowing | Bank overdraft

Committed cash advance and bank accepted bill
facilities (short term and long term loan
facilities)

Uncommitted money market facllities

Retall and Wholesale Fixed Rate Bond and
Floating Rate Note (FRN) Issuance

Commercial paper (CP)
Promissory notes

Any other financial instrument must be specifically approved by the Council on a case by
case basis and only be applied to the one singular transaction being approved.

Specific Borrowing Limits

The Councill’s policy for borrowing limits is to adhere to the following:

Item Borrowing Limit

Net Interest expense on external debt as a 15%
percentage of total revenue to be less than

Nelson City Council
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Net interest expense on external debt (secured by 20%
rates) as a percentage of rates revenue to be less
than
Net external debt (secured by rates) as a 150%
percentage of total revenue to be less than
Liquidity (external term debt + committed debt 110%
facilities + available cash/cash equivalents) over
existing external debt to be at least
. Total revenue is defined as cash earnings from rates, government grants and
subsidies, user charges, interest, dividends, financial and other revenue and
excludes non government capital contributions, for example Development
Contributions and vested assets;
. Net external debt is defined as total external debt less cash or cash equivalents;

Liquidity Is defined as external debt plus committed debt facilities plus available cash
or cash equivalents divided by external debt. Cash/Cash equivalents are defined as
being:

e Overnight bank cash deposits
s  Wholesale / retail bank term deposits no greater than 30-days
e Bank issued RCD's less than 181 days

. Net interest is defined as the amount equal to all interest and financing costs less
Interest income for the relevant period;

. Annual rates Income is defined as the amount equal to the total revenue from any
funding mechanism authorised by the Local Government (Rating) Act 2002
together with any revenue received from other local authorities for services
provided and for which the other local authorities rate;

. Financial covenants are measured on Council only, not consolidated group.

Internal borrowing

The primary objective in funding internally is to use reserves and external borrowing
effectively, by establishing a portfolio that provides funding to internal activity centres.
This creates operational efficiencies, as savings are created by eliminating the margin
that would be pald through Council separately investing and borrowing externally. In
addition to external borrowing mechanisms all reserve accounts are used for internal
borrowing purposes.

The Interest cost will be set with reference to margins on external borrowing.

Actual rates of interest charged for internal borrowing will be approved as part of Long
Term Plan process and charged annually in arrears at the weighted average cost of
external borrowing (including credit margin and other related costs).

Guarantees

Council, from time to time, provides financial guarantees to local organisations, groups
or bodies for recreational and community purposes. Council is prohibited from
guaranteeing loans to Council Controlled Trading Organisations under Section 62 of the
Local Government Act. In determining whether a guarantee is to be approved, the
Council considers the social benefits provided to the community and the following:

. The potential for loss of capital;

Nelson City Council
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B Where the Council assumes the asset in the case of default; the ongoing operating
costs or completion costs of the asset;

. The nature of the organisation including its management, financial stability, cash
flow forecasts and membership.

The total value of guarantees at any one time will not exceed 5% of the total annual
rates, levied during that year. Total loan guarantees held at any time shall be taken into
account when calculating the Council’s maximum borrowing limit,

The Finance Department monitors the total value of guarantees provided, reporting
annually to Council.

As a condition of the guarantee, the guarantor’'s annual financial statements are to be
promptly given to Council after each year end and monthly reports can be requested at
any time.

Security Policy

Council’s external borrowings and Interest-rate risk management instruments will
generally be secured by a charge over rates and rates revenue offered through a
Debenture Trust Deed. Under a Debenture Trust Deed, Council’s borrowing is secured by
a floating charge over all Council rates levied under the Rating Act. The security offered
by Council ranks equally or pari passu (on equal terms in all respects, at the same rate,
or proportionately) with other lenders,

From time to time, with Council and Trustee approval (the Trustee of the Debenture
Trust Deed), security may be offered by providing a charge over one or more of Council's
assets.

Physical assets will be charged only where:

. There Is a direct relationship between the debt and the purchase or construction of
the asset, which it funds, for example an operating lease, or project finance;

- Council considers a charge over physical assets to be appropriate;

. Any pledaing of physical assets must comply with the terms and conditions
contained within the Debenture Trust Deed.

New Zealand Local Government Funding Agency

The Council may borrow from the New Zealand Local Government Funding Agency
Limited {(LGFA) as a Guaranteeing Local Authorlty. In connection with that borrowing, the
Council may enter Into the following related transactions to the extent it considers
necessary or desirable:

. contribute a portion of its borrowing back to LGFA subordinated debt, convertible to
redeemable preference shares in LGFA if required by LGFA

. provide a guarantee of the indebtedness of LGFA;
. commit to contributing additional equity to LGFA if required;

. secure Its borrowing from the LGFA, and the performance of other obligations to
the LGFA or its creditors with a charge over the Council’s rates and rates revenue.

Foreign Exchange

Council has foreign exchange exposure through the occasional purchase of foreign
exchange denominated goods and services.

Generally, all significant individual amounts of NZD100,000 or greater commitments for
foreign exchange are hedged using foreign exchange contracts, once expenditure is

Nelson City Council
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approved and the currency amount, and timing are known. Both spot and forward
foreign exchange contracts can be used by Council.

By legislative restriction, Council cannot borrow or enter into incidental arrangements
within or outside New Zealand in currency other than New Zealand currency.

Approved financial instruments

Foreign exchange management Spot foreign exchange
Forward exchange contracts

Purchased currency options and 1:1 option
collars

Emissions Trading Scheme

The objective of the ETS carbon credit policy is to minimise the financlal impact of
movements in the carbon credit prices on Council. The objective requires balancing
Council’s need for price stability with the benefit of realising market opportunities to
reduce costs as they arise.

ETS is risk managed under the following risk control limits.
NZUs and NZAAUs are the only units available to participants for surrender.

Period Minimum % Maximum %
Committed* 80% 100%
Forecast
0-1 years 0% 80%
1-2 years 0% 50%
2-3 years 0% 30%

*Exposures become committed Jan-Mar (quarter following emission period as Council
must report emissions from previous calendar year).

Forward price transactions are limited to NZ registered banks per approved
counterparties and approved legal documentation.

The actual annual ETS cost for Council should be no worse than the budgeted ETS cost
for that year.

Approved financial instruments

Carbon price management | ... 7.a1and Units (NZUs) and Assigned Amount
Units (NZAAUs)

Delegated Authorities and Limits

Pursuant to Clause 32 (2), Schedule 7, of the Local Government Act 2002, Council may
make delegations to officers of Council to allow for the efficient conduct of Council

Nelson City Council
# baunvhers o whakaty

A1765543

53

£10¢ Aely Ad1jod Juswabeue AjIqerT - £4559/TV - T JUSWIYIRNY - M3IASL Adljod Juswabeue Ajjiqer] 0T



10. Liability Management Policy review - Attachment 1 - A1765543 - Liability Management Policy May 2017

54

Liability Management Policy
Page 11

business. Clause 32 (3), Schedule 7 of this Act allows officers to delegate those powers
to other officers.

Notwithstanding Clause 32 (1) (c¢), Schedule 7, the power to borrow money, or purchase
or dispose of assets, other than in accordance with the Long Term Plan remains the sole
responsibility of the Council. This responsibility cannot be delegated.

Treasury transactions entered into without the proper authority are difficult to cancel
glven the legal doctrine of “apparent authority”. Also, Insufficient authorities for a given
bank account or facility may prevent the execution of certain transactions (or at least
cause unnecessary delays).To prevent these types of situations, the following procedures
must be complied with:

. All delegated authorities and signatories must be reviewed at least annually to
ensure that they are still appropriate and current.

- A comprehensive letter must be sent to all bank counterparties at least annually to
confirm details of all relevant current delegated authorities empowered to bind
Councill.

Whenever a person with delegated authority on any account or facility leaves Council, all
relevant banks and other counterparties must be advised in writing in a timely manner
to ensure that no unauthorised instructions are to be accepted from such persons.
Delegated responsibilities and authority limits are captured within Council’s delegation
register.

Operational Risk

Operational risk is the risk of loss as a result of human error (or fraud), system failures
and inadequate procedures and controls. Operational risk is minimised through the
adoption of all requirements of this Policy and detailed within Council’s Treasury
Procedures Manual.

Cash Management

From time to time, Council has daily cash flow surpluses and borrowing requirements,
due to the mismatch of daily receipts and payments. All cash inflows and expenses pass
through bank accounts controlled by the Finance Department. Council maintains a daily
cash position report, and a yearly cashflow projection is prepared during the annual
planning process. These reports determine Council’s borrowing requirements and
surpluses for iInvestment for the year. Detall Is captured within the Treasury Procedures
Manual.

Internal Controls

Council’s systems of internal controls over treasury activity include:

. Adequate segregation of duties among the core treasury functions of deal
execution, confirmation, settling and accounting/reporting. There are a small
number of people involved in treasury activity. Accordingly strict segregation of
duties is not always achievable. The risk from this is minimised by the following

processes:
- A documented discretionary approval process for treasury activity;
. Regular management reporting;
- Regular operational risk control reviews by an independent audit function; and
. Organisational, systems, procedural and reconciliation controls to ensure:

= All treasury activity is bona fide and properly authorised; and

Nelson City Council
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= Checks are in place to ensure Council’s accounts and records are updated
promptly, accurately and completely.

Legal Risk

Legal and regulatory risks relate to the unenforceability of a transaction due to an
organisation not having the legal capacity or power to enter into the transaction, usually
because of prohibitions contained in legislation. While legal risks are more relevant for
banks, Council may be exposed to such risks, If Council is unable to enforce its rights
due to deficient or inaccurate documentation, Council will seek to minimise the risk by
adopting policies regarding:

. The use of standing dealing and settlement instructions (including bank accounts,
authorised persons, standard deal confirmations, and contacts for disputed
transactions) to be sent to counterparties;

. The matching of third party confirmations and the immediate follow-up of
anomalies; and

. The use of expert advice for any non-standardised transactions.

Nelson City Council
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Agreements

. Financial instruments can only be entered into with banks that have in place an
executed ISDA Master Agreement with Council. All ISDA Master Agreements for
financial instruments and carbon units must be signed by the Group Manager
Corporate Services and the Chief Executive.

. Council’s appointed legal counsel must sign off on all documentation for new loan
borrowings, re-financings and Investment structures.

Financial Covenants and Other Obligations

. Councll must not enter into any transactions where it would cause a breach of
financlal covenants under existing contractual arrangements,

. Council must comply with all obligations and reporting requirements under existing
funding facilities and legislative requirements.

Accounting Treatment of Financial Instruments

Council use financial arrangements (“derivatives”) for the primary purpose of reducing
Its financial risk to fluctuations in interest rates. The purpose of this section is to
articulate Council’s accounting treatment of derivatives in a broad sense. Further detail
of accounting treatment is contained within the appropriate operations and procedures
manual.

Under New Zealand Public Benefit Entity (PBE) International Public Sector Accounting
Standards (IPSAS) changes in the fair value of derivatives go through the Income
Statement unless derivatives are designated in an effective hedge relationship, Council’s
principal objective Is to actively manage the Council’s interest rate risks within approved
limits and chooses not to hedge account. Council accepts that the marked-to-market
gains and losses on the revaluation of derivatives can create potential volatility in
Council’s annual accounts.

The Group Manager Corporate Services is responsible for advising the Chief Executive of
any changes to relevant New Zealand Public Sector PBE Standards which may result in a
change to the accounting treatment of any financial derivative product.

All treasury financial instruments must be revalued (marked-to-market) at least every
six months for risk management purposes.

Treasury Performance

In order to determine the success of Council’s treasury management function, the
following benchmarks and performance measures have been prescribed.

. Operational performance; compliance to Policy and treasury deadlines.

. Management of debt and interest rate risk (borrowing costs}); actual borrowing
costs to budget rates and market benchmarks.

¢ The actual borrowing cost for Council (taking Into consideration costs of
entering into Interest rate risk management transactions) should be below the
budgeted borrowing costs.

Actual wholesale interest costs must be benchmarked to market interest
rates. The applicable market interest rate is determined by finding the mid-
point policy benchmark rate. Council's policy mid-point represents an average
maturity term of 5-years. The market benchmark rate will be calculated every
month and represent the 5-year swap rate monthly rolling average over a 5-
year period.

o

Those performance measures that provide a direct measure of the performance of
treasury staff (operational performance and management of debt and interest rate risk)

Nelson City Council
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are to be reported to Council or an appropriate sub-committee of Council on a quarterly
basis.

Policy Review

The Policy is to be formally reviewed on a triennial basis, and annually for internal
purposes. The Council receives the report, approves Policy changes and/or rejects
recommendations for Policy changes.

Nelson City Council
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11. Carry Forwards (Interim) 2016/17

Audit, Risk and Finance

Nelson City Council
te kaunihera o whakatG Subcommittee

27 June 2017

REPORT R7555

Carry Forwards (Interim) 2016/17

1.1

3.1

3.2

58

Purpose of Report

To approve ongoing work using 2016/17 approved budgets until carry
forwards are formally approved at the 8 September 2017 meeting of this
Subcommittee.

Recommendation
That the Subcommittee

Receives the report Carry Forwards (Interim)
2016/17 (R7555) and its attachments
(A1770607).

Recommendation to Council
That the Council

Approves continuing work on 2016/17 projects
within the 2016/17 approved budgets, noting a
final report on carry forwards will come to the
Audit, Risk and Finance subcommittee on 8
September 2017.

Background

Projects are dynamic, and project expenditure rarely aligns to budget
phasing for any number of reasons (e.g. weather, availability of internal
or contractor resources, reliance on third parties). The exceptions
process has gone a long way in 2016/17 to capture these phasing
changes; nevertheless variations to updated budgets are still expected
before the end of the financial year as circumstances continue to change.

As the process for Committee and Council approval can take some time,
any further exception reporting will not be able to address these changes
in a timely enough manner for progress to continue across the end of
one financial year and into the next.

M2705



3.3

3.4

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9
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This being the case, project managers have been asked for an indication
of likely carry forwards at 30 June, and Council approval is sought to
enable work to continue on unfinished 16/17 projects after 30 June,
within 16/17 budgets.

A report on finalised carry forwards will be brought to the 8 September
meeting of the Subcommittee.

Discussion
Capital Expenditure

Capital expenditure to 30 April 2017 was $33.4 million, $13.2 million
(28%) below approved budget year to date. This variance does not
reflect the exceptions reports recently approved by Committees but yet
to be confirmed by Council. Those exceptions will reduce the approved
full year budget by $10.7 million once confirmed.

58 projects totalling approximately $3.6 million of budget have been
identified as likely to require a carry forward into 2017/18. Please see
attachment 1.

22 projects totalling approximately $1.6 million are multi-year projects
where the timing of expenditure has changed. The Saxton Creek upgrade
and the Modeller’s Pond solution account for $1m of this.

36 projects totalling approximately $2.1 million were initially expected to
be completed in the current financial year.

43 projects with a carry forward total of approximately $2.8 million are
currently underway. Carry forward approval will ensure that the total
project budget remains available.

15 projects with a carry forward total of approximately $0.7 million were
not underway as at 30 April. Delays have occurred for a variety of
reasons and project managers have requested that the budget is carried
over to allow the projects to be undertaken in 2017/18.

Operating Expenditure

Based on April 2017 year to date results, officers have been asked to
identify operating projects that will not be complete by 30 June 2017.
Projected carry forwards have been assessed for these projects, please
see attachment 2.

39 projects totalling $1.1 million have been identified as likely to require
a carry forward into 2017/18.

In order that staff can keep moving towards delivery of the 2016/17
work programme in the meantime, officers seek approval for 2016/17
budgets to continue to be used on 2016/17 projects as itemised in
attachment 2.
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5. Options

5.1 Option 1, approve the recommendation is recommended.

Option 1: Approve the recommendation

Advantages

Spending is within 2016/17 approved budgets

Total project budget will remain available for
those projects underway

Work can continue on those projects that do
not have a 2017/18 annual plan budget
allocation

Option 2: Do not a

pprove the recommendation

Risks and
Disadvantages

Work would need to cease on these projects
after 30 June until such a time as the formal
report approving carry forwards has made its
way through Council.

Contractor relationships may suffer

May introduce a health and safety risk with
some projects

6. Conclusion

6.1 Most of the projects indicating carry forward are either currently
underway or scheduled to be underway before 30 June 2017, and as the
budget is approved for spending in 2016/17, it is proposed that work
continue on these projects in the meantime.

6.2 A report on final carry forwards will be on the agenda for the 8
September meeting of this subcommittee.

Tracey Hughes
Senior Accountant

Attachments

Attachment 1: Interim capital carry forwards requested (A1770607) §

Attachment 2: Interim opex carry forwards requested (A1770607) 1
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Important considerations for decision making

Fit with Purpose of Local Government

Approval of the recommendation will allow progress/completion of
approved projects without the risks associated with unnecessary delay,
supporting the efficiency of delivery of public infrastructure and services.

Consistency with Community Outcomes and Council Policy

Approval of this recommendation will allow projects as approved in the
Annual Plan 2016/17 and subsequent Council resolutions to be delivered
without delay.

Risk

Failure to approve the recommendation will introduce risk (financial,
contractor and community relationships, health and safety) which does not
currently exist.

Financial impact

There is little financial impact from approving the recommendation as
budgets are already approved.

Degree of significance and level of engagement

This matter is of low significance as budgets are already approved and the
recommendation confirms business as usual.

Inclusion of Maori in the decision making process

No consultation has been undertaken.

Delegations

The Audit, Risk and Finance subcommittee has oversight of the
management of financial risk and makes recommendations to Council.

M2705
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11. Carry Forwards (Interim) 2016/17 - Attachment 1 - Interim capital carry forwards requested (A1770607)

vio 2O YDAams T Cary
Interim Capital carry forwards to 2017/18 3 Prhirs Foreeast  ofomcws B Forewd AP 20tmI8
men Reqoest Commeres
Tousd 16,100,340 1.104.387 R 7685915 anemn 12
2530 Adevesstration 1423597 479778 1.299.597 819.819 1.201.666
28357130 Capital: Notor Vehides 133383 00 135383 133353 133533 Purchaaing delayed while process haa been revised 242585
253071400189 iPad Mobsle Denice Upgrades 505 1451 5131 3680 32%0 For ouw rekesh of Fhone 5.266
253671400803, Capital: Hiware: Desktop 136,080 25555 16060 110505 110508 12 tnane bulk purchasng of FCuto ke advaniage ofbulk| 339 000
263071400804, Capital; Comp: Hiv/are: Network 12149 918367 131459 39663 33831 For server upgrade 14,481
283071402650, 11 v Heoating Investgat 56,000 2713 95,000 95,927 87 887 Yiorc ko atart late 17113 542585
253071402506 SLY Mobie Requrements Rewew and Refresh 5005 £465 25.000° 16538 16.538 Assast Prone refresh 0
Budget was dorred 1o 17718 for chamb o
253071403063. Chamber Sound System Upgrade 20.000 2516 0 -2616 -25.000 $25k now required in 1617 for immedists mmty 180.000
IMPESVEmEnty.
253071801147 Asset Mar t System enh s 92458 37797 42458 10.719 21,500 For conbinued enharcemerts 77408
253071801351, Intranet Replacement Project 25653 0 25653 25653 25,653 Progect not yet commenced 0
253071802453 Upgrade TOTSH 117438 0, 111,456 111,456 56235 Now planned for go bve i late Seplember 17 0
253071502979, Property Report Mao 12280 0 12.280° 12280 12220 To be delivered using datacom sphere ]
253074500675 Cere Systems enhancement 416377 2538027 415877 132978 43 000 Budget alocated . ) ) 276,000
253074502991, NCSLTP Software £4.000 10,000 54.000 44,000 18800 Fov hﬂnoudg Mancy dering mp \ 0
253074802352, NCS Project Accounting 15000 0 15,000 15,000 15000 * o oo v aew P30 sywiom 0
253077502372. Online Applicatons 14750 300 14.750 12850 13,850 Alocated for emad scraging (sulo SFs} for snap send solve 100,000
253077802383 Surveyors Dals Impert 20,000 0 20000 20.000 20.000 Pravect not yel commenced 0
[253077503101. LIM Yool 60.000 13.000) 60000 47.000 35.000 For coline service delivery 0
dmw 97 ~ B4AB51 940521 870870 N - 1825400,
1 Landscape Reserves 116,944 9.756 82444 87, 36,296 52,404
1153172051452 Rerewals Fences ) 17444 0 17448 17.444 17444 G s fencing. A A now reached with lessee 17.504
53172703100, Codgers MTE track reinststement 15.000 7150 15,000 22,850 3000 Minor Camyover due 1o stagrg of payments 0
I For g inlo next fi al year
183175703110 Marsden Valley mountain bike lracks stage one 2016.17 39503 1458 5.000 3542 2000 Additional Yo phaneg chuw caplured by excepbons 34 500
process
Budget io $40k and $5k i needad for contingency. NCC
harve contributed $30k drectly o NMTBC via Commursty
353178703140, Codgern new MTH tracks 45000 1.148 45,000 43852 13852 Graet and $10k has been afccaled for consents. Note - 0
Resk that NMTEC carmol raree suficent to buld track - so
money might net be apent s fnancial year
3532 Esplanade & Foreshore R 655,555 30,430 655,555 625,125 570,000 , 544 890
153272101379, Modellers Pond Sohston 560,424 30430 550428 529 994 500,000 Constucton will be next fnancial year. 544,850
1 For Bishopdale reserve bridge renewal - cibeal. Unclear if
353272101488, Rerewals: Structures BAx 0 95131 95131 T0.00G able to achieve entive renewal this year 50 could bo some 0
] carry aver 1o complete tua work.
A040: Marina 202522 44,666 202522 157.856 50,000 Y — 28.106
) - @ complete tha renews! entoon - replacement of
404072201037: Renewal: Services 27384 ﬂ.r 27.38¢ 27384 25000 4 - design work i3 complete 23,106
. To complete Hardstand access whae! - replacement of
404075101769 Manra Mardstand 175132 44 566 175.138 130472 bmmm* M"'M'm 0
Pﬂ 2,207,083 ‘m 21868976 805171 mﬂ!
3301 Managing Herdsge And Arts 225,561 225561 142,502 ‘m 78.989
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‘lmu‘in Capital carry forwards to 2017/18

320172301143 An \Works Programme

3507 Suter Gallery
20777201606, Suter Redevelopment
|3820 Founders Park

32207130, Motor Vehicle

22078252302, LOS: acceswbilty improvement items
4005 Nelson Library
40057140 Ronewals. Specalised Lb Eqap

40057440 Capital: Specialsed Lib Equip

[40057450. Book Purchasea

40%57T203063 Small Bose Rifle - New Building
4065 Commurity Housing
40578900350 Seaing Ve Bouest

SCO175553106, WC 341 Jenking Creek shared path wdening
300175802703 WC 482 Gi ter Sweet Cor
202 Unsubsidined Roading
(0278552343, Tahunanui cae park
[500275802213. Rocks Rd cychng ard walking progect

450275202753, Progect ManavMatitak:

oW

225561

771,000
777000
53,726

235608

o7
498,493
17169

23090

272474

61.000

21474
130,583
130,583

326324

251008
332
52000

389,294
51305
pLe

23059

674029

674029

2235

2235
295,189
2.6

9,138

13.359

16189
Y2612

Varsance
nw YTD Actsals.
Forecast o Forscant

men

225 561 142 502
777.000 1025M
177000 102971
33609 31374
23509 23608
10.000 7.76%
498493 203,304
77169 52454
23.093 13355
W\e2n 126,095
643.000 115,207
643.000 115.707
9313 9.313
5.313 5313
723381 864,752
421881 361254
1.204 1,204
1,000 3.000
30.000° 18108
1800007 140211
18,000 4366
197679 196367
301.498 301.458
203668 203.663
97830 97.830
115474 83901
61.000 61.000
54474 22981
130.983 1551
130,983 15511
300,324 821
251.000 282 45
19.32¢ 13.324
30.000 16.041
389.2%¢ 305.858
25,305 9.116
256525 183913

ot
it

Progect re-phasing required  Artsst is sear completion of
139502 Stage 1. slage 2 wil now commance in the new financial
year

000
95000 Roquiend for retentions Offsel by ncome
31374

nean Vehicie purchasmg grocess underway by Property feam
Expanditure to be defermed untl 2017113,
7765 Fronkage-way accessibility work 1 yet 1o be done. $20%
. already moved o 17/18

43000 Diptal Futures project ia awating completon akter definte
plana are put forward by our public internet suppler

10.500 Diptal Futores project is anaiting completion after definte
plans are put forwaed by cur public internet suppiier

20.000 Resowce ssues have prevenied full expenditure however
e remainder can be spent wisely in the new financial yesr.

5,207 _
G:JO; Funshyeg scope of addbional works to complet sroject
31
9.313 For use under new Comeunity Housing contract

163570
1204 Camyover for next years work
3000 Camyover for next years work
8,000 Mince Project re-ghasing requred
140,000 Some delay due to contractor resources
4365 Camyover required foe next financial year
10 000 Rk of carryover into next fnancial yea
301458 ) )
203863 To contewss project - prosect has been on hold for 1617
97830 Propet on hold due to delay in Southem Link oulcome.

we
73000
] % ocdered bat dekvery not d withn 1617
#1000 fnancial year
Budget &ty al d, h delbvery is ¢ dent on
1zoa weather and sile prep me.
18811 -
ot works exp d perdeg mfcemalon on of
"s‘”“ road aver Winten'Spong
188,824
168,824
Work d b "ok dale wil not ba met

142.000 dus 10 contacior resourcing issues
15324 Desgn complels. Constructon funding requred » 17/18.
750 Progect objectve for 16117 complete. Camryover neaded 10

T assmt with further investigatons next inancial year.

126,945

S.000 Mincr carryover expecied
5,000 Contract reterticna

AP 00

78989

30.532

30532
460,668
3

200m
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11. Carry Forwards (Interim) 2016/17 - Attachment 1 - Interim capital carry forwards requested (A1770607)

Interim Capital carry forwards to 2017/18

51079102855, Tahunanui Hils S Moans 4 o Rocka Road
51075112589. Stansed Pv/ Pub Draina
51079112815 Braloy Avenue

T00%579162131. Fire Flow Upgrades

700579502806, Senmic Rk Upgrades

Flood Protection
EAI079112609. Saxion Creek upgrade )
52073112865 Hampden St Esst Litte Go Siream. Stage 2

52079122964, Saxton Creek Culvert Upgrade
52075302103, Inventory of Urban Stmams

0mn7
82610
132763
39,427

2,364,340

W@
2.020.009

192830

1376810

7,186,312
7.196.312
7638568
3N03%

160,157
327211

Varance
1o nwn WTD Actsals
Actuats. Forecast 1o Forsca:
e
21918 62610 40,696
10,824 132,769 121,945
18215 24427 6.208
786,994 2,387.440 1,800,448
786934 2387440 1600446
14122 37,000 22878
564853 2.020.000 1,355.148
32829 192830 160.001
75130 137.610 62.420
959825 6,281,312 2321487
3959.225 6281312 2321487
Se6.856 2088568 1431012
3122779 3N03% 587597
127,095 145157 18,062
43085 327.211 284116

ot
it

10000 To camplete debvery.
121545 Dotays due to landowrar easement negotiations Cary
ower ¥ conbnue proect next financal year
3000 Addilional caeryover requred 1o complete project

22878 Mut year project Io continue = 2017718
1,424 muaiti yaar progect o conbnue m 2017/18
150,000 Tender $vs year was incanciuaive. carry formard 1o allow
X consiruction 1o progeess in 1718

51557 Debvery of ordeend plant delayed and now expected in Joly.

804,116
804116 )
500 000 Constucten wil contewe into rext financal year
10000 Addibonal carryover for detects perod
10.000 1617 tasks completed. carry over required for 17118
elements.
284116 To complete romaining prejact scope.

Analyses - 2016_17 intaren Carry Forwards - 01 June 2017 (A1 700807 shaCagax V2
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Interim Opex carry forwards to 2017/18

Grand Toul

1504 Civic House

15044011. Building Mtce: Programmed

15044032, Property Condibon Asasssments

15044372 Prebm Capex - invesfigation. options, testing

1805 Policy
180523101215, Reaident and Customer Surveys

3531 Landscape Reserves
353147603005, Off Road Tracks and Trais
3532 Esplanade & Foreshore Reserves
353247402251, Talwna Erosion Study
4040 Marina
1404040312307, Mai

dredging ‘plan
0404032 manna condiion asseasments

4070 Regional Community Facilities
HO7030102142. Remedial wark required on land purchase

Social

3820 Founders Park

382040110103. Development Fund Expenditure
3850 Festivaln

385043103007 Festivals Goverance Structure
4010 Stoke Library

HO104011. Busiding Maintenance

4055 Community Properties

10554032 Condition Assessments

4057 Trafalgar St Hatt

140574011, Property Mice. Programmed Maintenance

4065 Community Housing
14055301 1. Building Maintenance

Toul

=

2,165,080

177341
90,569
63,170

23602
see
35819

20,000
20.000
196,458
196 458

71,170
20,000

51170
55,000
55,000

60,680
60.680
14,500
14,500
48,260

406,260
35,156
35.156
20,468
20468
221,380
135.000

Y1 2817
Actusin Farmcast
84300  217E7
61,480 225660
50.100  189.841
46,337 80,560
3.763 63,170
0 36,102
11,380 35819
11,280 35,819
27185 342628
0 20.000

0 20.000
10,067  196.458
10,067 196,458
17,118 71.170
7852 20,000
9.267 51170
0 55,000

0 56,000
5,346 60,680
5,346 60,680
0 14500

0 14,500
16762 46.260
16,762 46,260
7662 35156
7662 35.156
0 20468

0 20,468
125538  191.380
77066 105000

Varsnoe
YTD Actuals
tm Forscast

;e

15030

164,180
139,741
44232

50.407

38,102

24439
24429

z mm
20,000

20.000
186,391
186,391

54,052
12,148

41904
55,000
55,000

213,108
55,334
55334
14,500

14500
29,468

28488

27454
27494
20,468
20.468
65,642
27934

if

© 2017118 Caery Forsard Commants

{

1.010.726

;

113509
18.000 Progamme works deferred 201718 Annual Maintenance Clean
Cenc Hovas

59407 Further condition assessments on bulding assets.
36,102 To progress large deferred capex projects.
10,000
10,000 For focus group
20.000
Delayed 1o align with the Regwanal ldentity project, which wil

m'mmmm'mmmbon&udcrdmlolhcm

120,000
120000

54,052
12,148 Dredge ariving in Nov 2017.

For futire potenbal expenciure on detaled
assesaments (not yet contracted).

410904 To support Manna Stategy and subseguent assessments
45.000
45000 Stb negotiating/consulting with the user growps
- 182,031
55,101
55.101 Related to book faik proceeds so should be carmed foeward.
14,500
14,500 Tranaition delayed
20,468

29,468 Extarior repant delayed due 1o busy construchon seclor and

poar summer weather. Planned for Nov 2017.

Cands proge conbinung for community
prope and other buskdings 2017118

20468
20463
35.000

15,000 For propesty inspections.

Exterior pant - prces receved higher than budget - combine
weth 201718

82,640
51.650

30,990
10.330
10,330

50,101
50,101
15,000
15,000

3,009

309

26.490
26,450
20,660
20.660
202,190
115,000
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11. Carry Forwards (Interim) 2016/17 - Attachment 2 - Interim opex carry forwards requested (A1770607)

Interim Opex carry forwards to 2017/18

H0S54011. Building Mtce: Programmed

30523108048 China Week

1430543123087, Gondela

5002 Unaubsidised Roading
500230911992, Days Track Recovery

4502 Mondoring The Enviranment
1450223101258, Estuarine health investigation
1450243102753, Project MaitaiMahitahi

4504 Developing Resource Mgt Plan
450427100823 Legat Advice HASHA

4514 Environmental Advocacy/Advice

1451443423013, Nelson Nature: Signécant Natwal Areas

4518 Pest Management
451823100443, Provide Biosecurity

1451823101477, Reguonal Pest Managemenlt Stategy review

%
86.380

473366

264,265
25588

238,680
50,000
50,000

137,000

137.000

20234
10.234

10,000

120.000

40,982

100,000

0
100.000
473,366

Yo
Actuain

48472

10,000
10.000

0

10,000

287,289

287.289

287289

110,905
100.337

0
100,337

10,567

10.567

12,104

12,104

11.408

0

w87
Farmcant
96,330

125,000

25,000

100,000

473,386
473,366

471,409

25,585

238,680
50.000
50,000

137,000

137.000

10,234
10,000

171,030

171,030

120.000

48,923

Varsnos
YTD Actualy
tn Forscast

;e

37.908
115,000

25,000

90.000

186,077

186.077

163928

25,505
138,343
50,000
50.000
126,433

126433

20,234
10,234

10,000

158,926

108.582

48902

115,000

Anabses - 2016 17 I Carry Forwarts - 01 June 2017 LATT0607) ddaxOoex V2

Canry
Forward
o 201718 Caery Formard Commants AP 20108
20018
Reguest
20000 For use under new Commundy Housing contract. 87.190
75,000 25,000
This has had 1o go theough a pr W p -
5000 ot yet § 25000
Cydle Lift Society are behind schedule, Phase 1 due end of
50,000 Jure -
75,000 -
75000 Due to defays with wet weather -
50.000 200674
10,000 For defivary dolayed to tactor in report recemmendatans for
improved monitoring. )
Carry over for Urban Water Quality and York Stream project
40.000 delverables not completed due fo reduced stalf capacity. 200.674
45,000 -
Tenng of fed expendih peedichable, 1o be carried
45.000 forward in leiu of additonal staff recource.
62,800 100,000
$60,000 carry over appraved by PAR committes on 25 May
62,800 2017 Additional $2800 carry over d because ot
has advised that work will be mare effective 1o be done in Spring 100.000
2017,
20,000 169,352
10,000 For work anising out of strategy review {se= 1477) 159,352
10000 Weork committed but delayed due 1o TDC smelnes 10,000
34 123,160
13834 23,160
Requred for letion of dam gency acton plan. Work
83,000 has been delaysd by comultant commiment reallocation 88 & 20660
result of the Kakoura sarthguake
Awaiting the culcome of the Nelaon Plan review 1o finalise the
48983 4 Code of Practice




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

27 June 2017

REPORT R7572

Council Risk Management Policy and Risk Criteria

2.

3.1

3.2

M2705

Purpose of Report

To receive and recommend to the Council for approval a risk
management policy tailored for Council, and for adoption criteria for
judging risk tolerance.

Recommendation
That the Subcommittee

Receives the report Council Risk Management
Policy and Risk Criteria (R7572) and its

attachments: Risk Management Policy
(A1553263) and Council Risk Criteria
(A1545157).

Recommendation to Council
That the Council

Approves the Risk Management Policy
(A1553263); and

Adopts the Council Risk Criteria (A1545157).

Background

While Council has always faced uncertainty in managing its activities,
recent developments across the organisation have sought to place
managing risks on a common and systematic basis. In 2015 this
Committee approved a generic ‘Risk Management Framework’ document
(A1431519). This document was intended to form a foundation for this
more systematic approach.

In retrospect it is now clear that this generic document does not go far
enough in tailoring the risk management process to the Council’s specific
context. Major examples of this include;

67

BIIS1IID YSIY pue Adijod Juswabeuely XSy |1DuUno) 2T


htpp://Tardis/A1431519

12. Council Risk Management Policy and Risk Criteria

3.3

3.4

3.5

4.1

4.2

4.3

4.4

68

e Clearly specifying when risk management processes are to be applied

e Requiring the use of clear, consistent criteria in assessing and acting on

risks

Clearly defining roles and responsibilities for managing risks to the
Council’s objectives.

The attached policy A1553263 is intended to provide this direction.

In addition, effectively managing risks at an organisation level requires
consistent criteria, including those for deciding when action should be
taken. These criteria need to include all of the types of risks faced by the
organisation. The attached risk criteria A1545157 are intended to provide
this.

As the Council’s risk management capacity is being developed in stages,
the criteria for approval include only criteria to rank and take action on
threats or negative risks. It is proposed to next develop criteria for
assessing and acting on uncertain opportunities. This is scheduled for the
2017-18 financial year. This process is expected to include workshops for
councillors.

Discussion
The attached policy and risk criteria address the following matters.
Clear linkage to objectives

The internationally accepted definition of risk — the effect of uncertainty
on objectives — makes clear the fundamental importance of clarity of
objectives in any process of managing risks. This starts at the overall
council level and applies at any level in the organisation where risks are
to be managed. The draft policy makes this clear and refers back to the
overall objectives of the Council as provided in law and through our long
term plan.

Clear accountabilities

The attached draft policy sets out the specific roles of each decision
maker in implementing the policy. This extends from the governance and
strategic decision making role of Council and Committee members to
those with technical expertise in advisory and operational roles. At its
most fundamental, risk management is a management function so most
of the accountabilities lie with managers across the organisation.

Effort commensurate with the value at risk
A core principle of good risk management practice is that risk
management must add value. While identifying, assessing and as needed

acting on risks can reveal ways to reach objectives more quickly and with
more certainty, it is important that the effort put in does not outweigh

M2705
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4.5

4.6

4.7

4.8

4.9

4.10

4.11

M2705

these advantages. Risk management work must therefore be no more
than the value at risk.

However it is equally necessary to be clear that value at risk is measured
appropriately. In particular, value will not necessarily be financial or
measurable in financial terms.

Internationally standardised process

The international standard ISO 31000: 2009 Risk Management -
Principles and Guidelines (formally adopted in New Zealand under the
Standards Act as AS/NZS ISO 31000) provides processes for risk
management applicable to any situation. The policy requires the Council
to follow this process. As risk management is a technical discipline, this
requires the use of specifically defined terms —even where such terms
have different meanings in other contexts.

Clear linkage to decision making

One fundamental reason for undertaking risk management activities is to
improve decisions made. For example to make better choices or to avoid
methods of reaching objectives which are more costly. The attached
policy is therefore clear that the risk management process is to be
applied at the appropriate level to all organisational decision making.
This concept of level and appropriate scale (and process complexity) is
important in the proper application of risk management. By way of
illustration; aircraft pilots are trained to use risk management in decision
making and do so in seconds and without formal documentation, while
managers of large projects and operations often require significant time
and record keeping to use the tools effectively.

Clarity of risk criteria

In reality most organisations’ risk management (both nationally and
internationally) is based on qualitative judgments by those with the
necessary expertise. This is also the case for Council.

With an organisation as diverse as Nelson City Council, it is essential that
these judgments are made on a common basis. If this is not done
decisions with effects across the organisation will be biased.

The attached risk criteria therefore form a key component in developing
the organisation’s risk management capacity. They are in three parts,

A clear set of consequences (or levels of organisational impact)
A well-defined and internally consistent basis for estimating likelihood
A consistent set of resulting risk levels linked to required actions

The last element is of considerable importance. Larger risks require
either a deliberate decision to tolerate, or take management actions. A
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12. Council Risk Management Policy and Risk Criteria

5.1

5.2

5.3

5.4

5.5

clear basis for doing this is where much of the decision making value
comes from.

Options

The Subcommittee can choose to recommend approval of the attached
policy and adoption of the risk criteria or not.

Optionl: Recommend policy approval and adoption of
criteria

The attached risk management policy and risk criteria are key
components in a suite of tools designed to improve the organisation’s
risk management capability. More importantly they are intended to
improve the consistency and quality of decision making in the face of
uncertainty.

The option of ‘approve and adopt’ will enable this.

For reasons set out in paragraph 3.5, the attached documents are an
important half way house in moving towards the long term goal of an
organisation which has a current complete and comprehensive
understanding of its risks (i.e. to its objectives) and actively manages
these to within clear and consistent criteria.

Option2: Do not recommend approval and adoption

Alternatively, if the Subcommittee chooses not to recommend approval
and adoption:

Council consideration of risks in decision making will continue to be
driven by the less specific risk management framework document (itself
due for review in 2018)

Criteria will be needed for day today risk management but these may not
be consistent across the whole organisation.

Steve Vaughan
Risk & Procurement Analyst
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Attachments
Attachment 1:
Attachment 2:
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Council Risk management policy(A1553263) §
Council Risk Criteria(A1545157) §
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12. Council Risk Management Policy and Risk Criteria

Important considerations for decision making

1. Fit with Purpose of Local Government

This report recommends improved tools for risk management. Risk
management is a tool to enable more efficient and effective provision on
services as set out in section 10(1)(b) of the LG Act.

2. Consistency with Community Outcomes and Council Policy

Risk management tools as recommended in this report are aimed at
improving the clarity, efficiency and effectiveness with which an
organisation’s objectives (in this case as set out in Nelson City Council’s
planning documents) can be achieved.

3. Risk

The attached policy and risk criteria are key but partial documents in
developing the organisation’s overall capacity to make better decisions in
the face of uncertainty. Of themselves they will not achieve this objective
with certainty and must be backed up by

e Procedures to consistently apply policy and criteria

e Willingness at all levels of decision making from strategic to
detailed to systematically understand and consider risks

While not part of the decisions recommended in this report, action to
assist with these other matters is also underway through coaching,
workshops and procedure development.

4. Financial impact

This report does not have any specific funding implications

5. Degree of significance and level of engagement

This is a decision of low significance under the Council’s Significance and
Engagement Policy. Therefore no external consultation has been
undertaken in the preparation of this report.

6. Inclusion of Maori in the decision making process

There has been no consultation with Maori in the preparation of this report
which deals with internal Council processes.

7. Delegations

The Audit Risk and Finance Subcommittee has oversight of the Council’s
management of risk.
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Nelson City Council
te kaunihera o whakatu

Risk management Policy

Effective date: 30 June 2017
Review date: 30 June 2020
Contact: Risk and Procurement Analyst
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12. Council Risk Management Policy and Risk Criteria - Attachment 1 - Council Risk management policy(A1553263)

74

Risk management Policy A1553263

1. Scope

1.1. This policy sets out what is required for Nelson City Council to manage risks
effectively. It applies to all Council officers and to those contractors advising
Council for its decision making purposes.

1.2, In this policy, risk means the effect of uncertainty on objectives. The
organisation’s objectives are those set out in its Long Term Plan as modified
from time to time by its Annual Plan. For easy reference, a summary of the
overall objectives of Nelson City Council is set out in the Annex.

1.3. This policy does not provide detailed methods for Nelson City Council to manage
its risks. Those responsible for contributing to the management of the Council’s
risks should:

1.3.1. Read and understand the documents which support this policy

1.3.2. Use the procedures set out in the organisation’s procedures library, and In
particular the procedure "Manage Risks” in the library.

1.3.3. As required, seek advice and guidance from the Council’s Risk Adviser.

2. Definitions

2.1. In this policy terms which have both an everyday and a technical meaning are
used in the sense of their technical meaning. The relevant definitions are as set
out in AS/NZS 1SO 31000:2009, Risk management - principles and guidelines
(ISO 31000) available for reference at the following Tardis location: A285617.
Terms used in this way are jtalicised in this document. Definitions of importance
which readers of this policy should familiarise themselves with include:

. Risk

. Consequence

. Risk assessment
. Control

. Treatment

. Residual risk

3. Commitment and rationale

3.1. Nelson City Council is committed to using risk management principles and
techniques to understand and appropriately manage all internal and external
factors and Influences which affect the achievement of its objectives. Doing this
will:

3.1.1. Provide a reliable basis for sound decision making

3.1.2. Increase the likelihood of achieving objectives

3.1.3. Provide an agreed basis for prudent risk taking

Nolsondly(owgil
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3.1.4. Enable the organisation to understand the level of risk assoclated with each
decision as well as the Council’s aggregate exposure to risk

3.1.5. Improve accountability and assurance of control

3.1.6. Enable the Council to avoid threats and seize opportunities

3.1.7. Foster an organisational culture based on reasonable foresight and responsible
hindsight.

4. Risk Management Method

4.1. The Council will manage risks in accordance with ISO 31000. In doing so it will
use the risk criteria agreed from time to time by the Senior Leadership Team
(SLT) and approved by the Risk Oversight Committee of the Council. The current
risk criteria can be found at A1545157. These criteria are to be used for the
assessment of risks, and for deciding whether and at what level in the
organisation action is required to treat risks,

5. Policy

5.1 All decisions made by Counclil will take into consideration and where necessary
treat risks to Council’s objectives. In this context decisions include;

5.1.1. The formulation of plans including statutory planning documents and planning of
service delivery through Annual Plans, Asset Management plans, Business Unit
plans etc.

5.1.2. Decisions to undertake or not undertake particular work in maintaining or
developing Council services (including the assets needed for the provision of
those services)

5.1.3. Contracting for the provision of goods or services

5.1.4. Deciding on the course of action In response to requests for service

5.1.5. Decisions required during the execution of a project or other item of work

5.2. Taking Into consideration risks requires:

5.2.1. Clear and (as far as practicable) specific, measurable, achievable, relevant (to
the Council’s overall goals) and time-bound objectives

5.2.2. The systematic identification of risks

5.2.3. The understanding of the effect of existing controls on those risks so
establishing residual risks

5.2.4. The analysis and evaluation of those risks using the consequence and likelihood
parameters set out in the Council’s risk criteria

5.2.5. Taking actions to treat or explicitly tolerate any risks which fall outside the
tolerances set in Council’s risk criteria.

5.2.6. Monitoring to ascertain that controls put in place as a result of treatment actions
are having the intended effect.

Approved by Council [date] Page 3 of 6 sekanesowhate
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5.2.7.

5.3.

5.4.

5.5.

5.6.
5.7.

6.2.

6.3.

6.4.

6.5.

6.5.1.
6.5.2.

Approved by Council [date] Page 4 of 6

Risk management Policy A1553263

Maintaining a record of risks, the result of their assessment, the current
controls, and proposed treatments sufficient to enable ongoing menitoring and
review

This risk management processes will be based on the best information available
at the time the decision is to be made. (This may mean that a decision is made
to better characterise risks before proceeding.)

Clause 5.1 above does not apply to decisions made by Elected or Appointed
Members, although Councillors should seek advice on the risks inherent in thelr
decisions and Incorporate these Into their decision making.

The consideration of risks will include early and comprehensive communication
and Jor consultation with those affected by the decision in a manner consistent
with Council’s other obligations including but not limited to those under the
Local Government Official Information and Meetings Act, Privacy Act and good
business practice.

The effort applied to managing risks must always be less than the value at risk.

Risks are to be reviewed, including the identification of new risks and the
deletion of risks which are no longer relevant to the objectives of the Council,
Group or Business Unit, at sufficient frequency to capture changes in the
internal and external context of that part of Council.

Responsibility

The Risk Oversight Committee of Council (currently the Audit Risk and Finance
Subcommittee) is responsible for recommending approval of this policy and for
recommending adoption by Council of risk criteria. The Risk Oversight
Committee of Council is responsible for oversight of the Council’s
implementation of this policy.

The Chief Executive is responsible for ensuring that this policy is actioned across
the organisation in a consistent manner and specifically that appropriate risk
management is applied to all forms of planning and decision making. This
includes allocating sufficient resources.

The SLT is responsible for requiring all decisions, including its own decision
making, to be made in a manner which considers the associated risks.

Managers are responsible for making decisions within their delegated authority
in a way that accounts for risk - i.e. as set out in this policy. They are also
responsible for identifying risks which are sufficiently large as to require
treatment but cannot be treated within the scope of their delegated authority.
Any such risks are to be reported promptly to the SLT with recommended
treatments. Managers are also responsible for the ongoing application of
controls to maintain risks to within the Council’s risk criteria.

Any officer or contractor advising a decision maker at any level Is responsible
for:

Identifying the risks associated with the decision

Understanding the current controls which modify those risks

Nelson City Council
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6.5.3. Assessing the residual risks in accordance with the Council’s risk criteria

6.5.4. Recommending éreatments to enable the risks to be managed within the
Council’s risk criteria.

6.5.5. The Council's risk adviser (currently the Risk and Procurement Analyst) is
responsible for maintaining the Council’s risk criteria, policies, procedures and
other tools, and the provision of advice and skill development to any Council
officer with responsibilities under this policy. The Council’s risk adviser Is also
responsible for reporting on the organisation’s risk management to the Council’s
Risk Oversight Committee.

7. Reporting

7.1 The Counclil’s risk profile and its risk management performance shall be reported
to the Council’s Risk Oversight Committee at Iintervals to be determined by that
Committee from time to time.

8. Audit and review

8.1. This policy is to be reviewed;

8.1.1. By the review date shown on the cover page; or

8.1.2. In the event that any external standard referenced in the policy is updated; or

8.1.3. At such other time as may be directed by SLT on the advice of the Risk Adviser.

8.2. In the event that this review requires changes to this policy the changed policy
will be submitted to the Council’s Risk Oversight Committee for approval.

8.3. From time to time the Council’s decision making processes will be audited by the
Council's internal auditor who will report, including recommended actions to
rectify deficiencies found (if any), on the extent to which risks are being
effectively managed.

Nelson City Council
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Annex: summary overall objectives for Nelson City Council

1) Core services:

2)

3)

Approved by Council [date] Page 6 of 6

a)

b)

c)

d)

e)

To deliver core territorial authority services (see s, 10 and 11A Local Government
Act) (i.e. network infrastructure, public transport services, solid waste collection
and disposal, the avoidance and mitigation of natural hazards, and libraries,
museums, reserves and recreational facilities and community amenities) so as to
meet present and anticipated future needs of the district

To deliver core council functions (see 5.30 and s.31 of the Resource Management
Act) to manage the natural and physical resources of the district in an integrated
fashion

To provide other regulatory services as specified in other legislation including in
areas such as liquor control, animal control, building certification, prostitution,
etc.

To provide regional coordination and management of emergencies

To provide such other community services and at levels agreed on by the council
from time to time including (for example) the operation of events to build and
reinforce a sense of community.

Democracy services

a)

To provide comprehensive and accurate information in way that can be readily
understood by elected representatives so enabling them to make fully informed
decisions about the local management of the district to the extent provided for by
law.

Style and method

a)

To undertake the activities necessary to deliver (1) to (3) above:

i) In compliance with legislation {including law, regulation and other subsidiary
instruments)

ii) As far as practicable, collaboratively with Tasman District Council and
Marlborough District Council and by developing systems procedures and tools
in common with other similar unitary authorities

i) Efficiently and in a manner that meets the local community’s expectations for
transparency and accountability

iv) In a manner which meets or exceeds the organisation’s expectations of itself
in customer focus, integrity and teamwork (organisational KPI).

Nelson City Council
# baunvhers o whakaty
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elson City Council risk criteria July 2016 (A1545157)

Table 1: Consequence Rating (Impact)

Rating

Safety

Asset Performance/

Environmental/
Historical/cultural

Financial

Political / Community/
Reputational

Relationship with Iwi

Legal compliance

Information/
decision support

Extreme (5)

|Multiple fatalities of
workers or public (MF)

Significant loss of life
expectancy for muiltiple
persons or Incapacity
for more than 1000
person days

Service not provided for
more than 5000 person
days

+Permanent environmental

damage on a nationally
significant scale and/or
permanent loss of
nationally significant
building, artwork, or
other valued entity

Overspend, loss (i.e.
spend without resulit)
or income loss of >
$5Sm OR >100% of
business unit budget

Major loss of public confidence in
Council (>2000 opponents via
social media or other mediums)

Negative international mainstream
media coverage; shareholder or
key stakeholder outage; or loss of
a key customer

Major breakdown of
relationship affecting
multiple areas. Refusal to
resolve without one or
more major concessions
from council

Litigation/ prosecution or
civil action successful
resuiting in major (>50% of
maximum available)
fine/costs awarded and/or
imprisonment of council
officer.

Multiple errors in
information and
analysis and
presentation misleading
(intentionally or not)
or not understandable
by non- specialists

Major (4)

Single fatality of workers or
|public (SF)

Single loss of life
expectancy or
incapacity for between
100 and 1000 person
days

Service not provided for
less than 5000 person
days but more than 500
person days

Major environmental
damage with long-term
recovery requiring
significant investment
and/or loss or permanent
damage to a registered
historical, cultural or
archaeological site or
object(s)

Overspend, loss (i.e.
spend without result)
or income loss of >
$1m and <$5Sm OR
between 70% and
100% of business unit
budget

Significant negative public reaction
likely
(200-2000 opponents via social
media or other mediums)
Negative national mainstream
media coverage; significant
negative perception by shareholder
or key stakeholder; or a customer
disruption

Significant breakdown of
relationship largely in in
one area. Some
concessions from council
sought before substantive
issue considered by iwi
grouping affected

Litigation/ prosecution or
civil action successful
resuiting in minor
fine(<50% of max
available)/ costs awarded.

One maijor error in
information, analysis
incomplete and
presentation
ambiguous

Moderate (3)

|Notifiable injury of workers
or public.

Incapacity for between
20 and 100 person days

Service not provided for
less than 500 person
days but more than 50
person days

Measurable
environmental harm on a
nationally significant
scale. Some costs in
terms of money and/or
loss of public access or
conservation value of the
site and/or restorable
damage to historical,
cultural or archaeological
site or object(s)

Overspend, loss (l.e.
spend without result)
or income loss of >
$0.5m and <$1m OR
between 30% and
70% of business unit
budget

Some negative public reaction likely
(30-200 opponents via social media
or other mediums)

|Repeated complaints; Regulatory
notification; or negative
stakeholder, local media attention

Major relationship
damaged in a single area
but amenable to
negotiation

Documented Breach of
legislation, no legal action
or prosecution or civil action
not successful.

Information correct bul
presentation/ analysis
insufficient to support

decision on the day

Minor (2)

Serious injury on one
Iperson requiring medical
treatment (MA)

Incapacity for between
1 and 20 person days

Service not provided for
less than 50 person
days but more than 5
person days

Medium term
environmental impact at
a local level and/for

development compromise
to the integrity of a
registered historical,
cultural or archaeological
site

Overspend, loss (i.e.
spend without result)
or income loss of >
$100k and <$500k
OR between 10% and
30% of business unit
budget

[Minor public reaction likely (<30
active opponents via social media
or other mediums)

Workforce attention; limited
external attention;

Relationship damage
resclvable through normal
communication/
consultation mechanisms

Formal warning of breach
from legislative authority.

Information correct,
analysis complete but
presented in a way
which could be
misinterpreted

Insignificant (1)

IMinor injury requiring only
first aid or less (FA)

Incapacity for less than
1 person day

Service not provided for
between 1 & S person
days

Short term and
temporary impact
requiring no remedial
action and/or restorable
loss damage to historical/
cultural record

Overspend, loss (i.e.
spend without resulit)
or income loss of >
$10k and <$100k OR
between 5% and 10%
of business unit
budget

Very limited negative reaction (1 or
2 active opponents via social media
or other mediums) Internal
attention only from staff directly
working on the matter.

Iwi/ tribe/ hapu public
dissatisfaction resolvable
through routine
communication

Breach of minor legislation/
no legal action

Small errors in
information or
presentation - no effec!
on decision
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Table 2: Risk Matrix -

Consequences x Likelihood

CONSEQUENCES

LIKELITHOOD of the given consequence occurring

Insignificant(1)

Minor (2)

Moderate (3)

Medium (5)

Medium (10)

High (15)

Medium (4)

Medium (8)

High (12)

Major (4)

High (16)

Medium (6)

Medium (9)

High (12)

Extreme (5)

High (15)

Descriptor

Qualitative guidance statement

Indicative Probability
range %

Indicative frequency
range (years)

Almost certain (5)

The consequence can be
expected in most
circumstances OR

A very low level of
confidence/information

>90%

>1 occurrence per year

Likely (4)

The consequence will
quite commonly occur

OR
A low level of
confidence/information

20% - 90%

Once per 1-5 years

possible (3)

The consequence may
occur occasionally
A moderate level of

10% - 20%

Once per 5-10 years

confidence/information

Medium (6)

Medium (8)

High (10)

unlikely (2)

The consequence may
occur only infrequently
A high level of

confidence/information

2% - 10%

Once per 10 - 50 years

Medium (4)

Table 3: Residual Risk Tolerance
D Authority for Timing for
RiskLevel cription; and Action continued tolerance | implementing action
Not normally tolerable, CE or SLT Immediate if possible
immediate intervention to (Council at CE but no more than one
reduce risk discretion) month
normall lerable, )
No;_ © fna Y ) t({e sble SLT or Group Manager | As soon as practicable
initiate action as soon as N R . i
High ) (Council at CE but no more than 2
practicable to reduce risk
discretion) months
below High
Normally tolerabie,
frequently review to look
Medium for opportunities to further | Business Unit Manager At leastj:'«[t:rm one
reduce risk where 9
racticable

Acceptable risk, routine
review for low cost actions
to reduce risk further

No specific authority
required

Routine review period
(e.g. 3- 6 monthly)

Acceptable risk, no specific
actions to reduce further

No specific authority
required

Only if incidental to
another action

Medium (5)

Rare (1)

Interpretation notes

The consequence may
occur only in exceptional
circumstances

A very high level of

confidence/information

<2%

Less than once per 50
years

1) In respect of health impacts, the term incapacity is not limited to inability to undertake
remunerated work but includes any incapacity to undertake normal activities including childcare,

recreational , community voluntary activities, and normal household activities, It includes both physical

and mental or emotional capacity.
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Nelson City Council Audit, Risk and Finance
te kaunihera o whakati Subcommittee

27 June 2017

REPORT R7587

Internal Audit - Annual Audit Plan to 30 June 2018

1.

1.1

3.1

3.2

4.1

4.2

M2705

Purpose of Report

To approve the Internal Audit Plan for the year to 30 June 2018.

Recommendation
That the Subcommittee

Receives the report Internal Audit - Annual Audit
Plan to 30 June 2018 (R7587) and its attachment
(A1748975);

Recommendation to Council
That the Council

Approves the Internal Audit - Annual Audit Plan
to 30 June 2018 (A1748975).

Background

Under the approved Internal Audit Charter a risk-based internal audit
plan is to be reviewed by the Subcommittee at least annually prior to the
beginning of each financial year.

The Charter requires that in compiling the internal audit plan the impact
of resource limitations is to be considered.

Discussion

The Council’s risk criteria has been applied in compiling the Internal
Audit Plan to 30 June 2018, with topics assessed as having the highest
risks given priority.

Audits which were unable to be completed in the approved plan to 30
June 2017 are also included, as are the two deferred audits approved by
Council on 15 December 2016 (Liability Management Policy and
Investment Policy audits).
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4.3

4.4

4.5

4.6

4.7

4.8

82

Two complex audits which require specialist knowledge are proposed for
the Internal Audit Plan to 30 June 2018. These are in areas where it is
considered Council should obtain expert opinion to satisfy itself that
there are no risks beyond an accepted level. Note that $40,000 has been

budgeted for this purpose.

In determining the number of audits to be performed to 30 June 2018,
each audit has been assessed by complexity — a) complex; b) standard;
¢) minor. Each of these categories requires an estimated number of
hours, based on time taken for audits of similar complexity during the

2016/17 year.

Resource Limitations

The internal audit plan to 30 June 2017 which allowed for 32 audits to be
performed proved to be unrealistic. To help remedy this, Council
approved non-budgeted funds of $50,000 for external consultancy
engagements (actual costs will fall within budget), and some audits were
reallocated to non-audit Council staff. A further four audits were
combined into two audits, reducing the total audits to be performed to

30.

Of the eight audits allocated to non-audit staff, only two of these are
expected to be completed by 30 June 2017 due to the staff member’s
non-availability after performing their own formal responsibilities.
Looking ahead to the 2017/18 plan, we have therefore set a more
realistic target for audits undertaken by non-audit Council staff.

There were 26 audits completed (or soon to be) for the year to 30 June

2017:
Auditor Audits Completed
Internal Audit Analyst 15
Non-audit Council Staff 2
External Consultants 9
Total Audits Completed for 26

2016/17

The proposed plan for the year to 30 June 2018 provides for 25 audits:

Auditor Audits Proposed
Internal Audit Analyst 14
Appointed Staff Member 6
Non-audit Council Staff 2
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5.2

5.3

6.2
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Not yet assigned 1

External Consultants 2

Total Audits Proposed for 2017/18 25

Quantity and Assignment of Proposed Audits

The number of audits proposed for 2017/18 is comparable to that
accomplished for 2016/17 and is considered realistic.

From 1 July, a staff member to formally assist the internal audit function
has been will be assigned to provide hours towards the plan. This will
eliminate the need to secure external consultants for standard or minor
audits and reduce the number of non-audit Council staff required.

The undertaking of two audits by non-audit staff is considered more
realistic than the eight provided for in 2016/17.

Options

Accept the recommendation to approve the proposed Internal Audit Plan
to 30 June 2018.

Reject the proposed Internal Audit Plan to 30 June 2018.

Option 1: Accept the Proposed 2017/18 Internal Audit Plan

Advantages e Council can demonstrate its commitment to
improving controls and practices that ensure
the prudent, effective  and efficient
management of Council resources.

Risks and e The audit plan might not be achieved due to
Disadvantages unexpected factors, such as the complexity of
audits or the non-availability of personnel.

e The audit plan is finite in scope and therefore
functions outside the scope of the plan are not
audited.

Option 2: Reject the Proposed 2017/18 Internal Audit Plan

Advantages e The resources applied to this audit plan could
be diverted to other Council priorities.

Risks and e Council may suffer reputational damage and

Disadvantages financial losses that could lead to the public

losing confidence in Council’s ability to function
effectively on its behalf and to meet its
obligations under the Local Government Act
2002.
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7. Conclusion

7.1 The Internal Audit Plan to 30 June 2018 is recommended for approval.

Lynn Anderson
Internal Audit Analyst

Attachments
Attachment 1: A1748975 - Internal Audit - Annual Audit Plan 2017/18 1
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Important considerations for decision making

1. Fit with Purpose of Local Government

Council has chosen to undertake internal audits to help improve systems,
their controls and efficiencies, in order to help give confidence that it will
be able to meet its responsibilities cost-effectively and efficiently.

2. Consistency with Community Outcomes and Council Policy

This report supports the community outcome that Council provides
leadership, which includes the responsibility for protecting finances and
assets through the minimisation of fraud, consistent with guidance
provided in Council’s Fraud Prevention Policy.

3. Risk

There is more risk that Council may not meet its responsibilities cost-
effectively and efficiently if this recommendation is not accepted.

4. Financial impact

The recommendation will not have any significant financial impact.

5. Degree of significance and level of engagement

This matter is of low significance because it does not affect the level of
service provided by Council or the way in which services are delivered.
Therefore no engagement has been undertaken.

6. Inclusion of Maori in the decision making process

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

7. Delegations

The Audit, Risk and Finance Subcommittee has the responsibility for audit
processes and the management of financial risks. The Audit, Risk and
Finance Subcommittee has the power to make a recommendation to
Council on this matter.

M2705 85
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Internal Audit Plan

10 30 June 2017
Internal Audit Tahunanui Beach Camp revenue  [HIGH risk rating for reputational [Provide Council with a level of assurance
Analyst 1 damage {Moderate of the reli of the hiy
hood once  [data prowded by the Tahuna Park Beach
per 1 -5 years) Camp
v
Internal Audit  [Library - revenue collection and _ [Officers have indicated that Establish whether there is a sound
Analyst recarding [there are issues reconcaing internal contraf environment at the
income due to non-integration |Libraries, and if there are gaps from the
of software systems utisec non-integration of the Library's
g 1t system Symphony and
MagiQ Accounting Information System
which compromise Council's ability 1o rely
jon the revenye data provided
Internal Audit Marina - new berth licence [Officers have indicated that Ascertain whether formal systems exist,
Analyst process (permanent & temporary) fthere are potential legal, are effective and followed o that
political and revenue collection [Council’s legal and financial risk is
issues due 10 ing yof Imised for new berth-holders licences.
processes and controls
Internal Audit hisring - revenue collection and  |HIGH risk rating for Provide Council with 3 level of 35surance
Analyst recording jdamage {Moderate of the reliability of the monthly revenue
fukeli once |data provided by Nelmac for the Marina,
per 1 -5 years)
Internal Audit Transfer Station - revenue HIGH risk rating for reputational [Provide Councit with a level of assurance
Analyst [co¥lection and recording ldamage (Moderate 0f the relisbility of the monthiy revenue
{consequence/ikelincod once  |data peowided by Nelmac for the Transfer
per 1 -5 years) Station.
Internal Audit [Nbus Ticket Revenue and HIGH risk rating for reputational [Provide Councll with a level of assurance
Analyst recording ldamage (Moderate 0f the reliability of the monthly revenue
q e/b wod once  [data provided by NBus,
per 1 - 5 years)
Internal Audit '?oul hobility Taxi - revenue HIGH risk rating for reputational [Provide Councli with a level of assurance
Analyst coliection and recording & [damage Moderate of the reliability of monthly revenue data
jcantract comphance (i /hkelihaod once  [provided by the tax companies that are
per 1 - S years) contracted under the Total Mobwlity
Scheme.
Internal Audit ix Monthly Fraud Training -
Analyst ber 2017
Internal Audit ix Monthly Fraud Training - April
Analyst
Internal Audit |Gt & Supph s Policy [Sensitive Expenditure must be |Verify whether appropriate Gifts and
Analyst closely controlied by Council to |Supplier invitations are received by
maintain its reputation for (Officers and that each receipt follows the
financial prudence and requirements of the Poticy.
transparency
Appol sttt [Sensitive Exp: ¢ Policy {nen- 3 iture must be  [Verify whether appropriate non-travel
member travel) dosely controlled by Council to [relsted Sensaive Expenditure is incurred
Imanntain its reputation for by Officers and that each of these foliow
financial prudence and the requirements of the Policy
Jtransparency
A1748975
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Internal Audit Plan
10 30 June 2017

INCC Elected Members Code of

Al748975

Appointed statt Sensitive Expenditure and the  [Verify whether appropriate sensitive
member UCt with respect to accepting [receipt of gifts by elected expenditure isincurred by elected
ifts/nospi jexpenses; bers from the public at mempers and that is recorded and
tive Expenditure that refates flarge must be closely controiled [transparent, that records are complete
0 the NCC Elected M. s land d by Council to  [and processes follow the requirements of
imbursement and Expenses Maintain its reputation for the Polices.
Policy 2016-2019 financial prudence and P
: Fadetis
External Contractor [Property Maintenance Contracts  [Financial loss assessed as HIGH |To provide an assassment of whether
impact major ikelihocd adequate oversight and controls exist 1o
possib ensure that services provided are pre-
authorised, necessary, and cost-etfective
for hausehokds and businesses
[Unprog d spend melosnssessedumcn To provide an assessment of the
Accountant {impact major/) d 1y, accuracy and
(carryover from possible) apptopriateness of deasion-making
2016/17) relating to unprogrammed spend and 10
its actual recording in the financial
statements; to determine if there is
adequate oversight that ensures that
[servcies are being pravided in & way that
is most cost-effective for households and
businesses
v
Internal Audit [Liabilty Management Policy Rep: lonal ap d [To provide a view on whether the Lishity
Analyst {deferred 2016/17) os HIGH (impact [Management Policy is current and fit for
major/likeihaod possitie] purpose and 10 review compliance with
the Policy
Internal Audit [investment Policy (def d Ft, ional damage assessed |To provide 3 view on whether the
Analyst 2016/17) as HIGH (impact [investment Policy (s current and fit for
major/iikelihood possitie) [purpose and 10 resiew compliance with
the Policy.
Internal Audit  [Asset Disposal Pelicy Ri ional damage d |To provide a view on whether the Asset
Analyst las HIGH (impact Disposal Policy is current ang 6t foe
imajor/ikelihaod possibie) purpose and to review compliance with
the Policy.

Records Management Policy Legat comphance risk and poor [To review organisational matunty with
decision-making risk assessed  [respect to meeting the objectives of the
as HIGH (impact Records Management Policy
major/likelihood possiblel
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13. Internal Audit - Annual Audit Plan to 30 June 2018 - Attachment 1 - A1748975 - Internal Audit - Annual Audit Plan

2017/18
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Internal Audit Plan
10 30 June 2017

Internal Audit  |[Record Keeping Steategy Legal comphance risk and poor [To provide a level of assurance 1o Counal
Analyst decision-making risk assessed  [regarding the progress of the strategy
as HIGH (impact against milestones. if pragress is behind
major/ikelihood possibie) indicated tmeframes, to igentity reasons
[for this. Assess whether anyknown
wulnerabilities are being adquately
[managed at each stage of the strategic
plan
Appointed statf  [The Privacy Actin relation 1o IO i damag d [To provide a level of assurance of
member |Government Agency Shared Fides fas HIGH (impact [Council’s systems and controis adequacy
major/iikelihood possitie) to prevent unfawtul or inadvertent
disclosure of private or personal
information that it is not required to
release Dy law.
Appointed staff F’vopedv Information HIGH risk of legal non- To identify the cutrent status of transfer
member Management p {Impact of property information management
imajor/likelihood possibie] impediments to progress that may result
in significant risk to Counci
External Contractor |Rates Module processing (this has [Senior Management Request  [identify and report on any material
[been carried over from 2016-17 control weakneszes in MagiQ's Rating
[due to the added compiexity of (Moduie that may lead to inaccurate data;
|the augit now to be performed) identify any other control weaknesses in
the processing of rates and make
recommendations for initial and ongoing
testing of data and transactions to identityl
Health & Safety  [HSMS - physical safety review HIGH risk rating for Safety of  [Provide Councl! and Senior Leadership
Adviser Elected Members and of with a level of assurance whether there
Officers (Impact remain any significant risks from the
VL3 o ik possib Physical Safety Review.
Audit Reportiog
Internal Audit ARF - &tn Quarter - 2016/17
Analyst
Internal Audit  [ARF - 15t Quarter - 2017/18
Analyst
Internal Audit  |ARF-2nt Quarter - 2017/18
Analyst
Internal Audit  JARF - 3rd Quarter - 2017/18
Analyst _
Internal Audit fAnnual Internal Audit Plan
Analyst
[Second Time Around_
Internal Audit  [Segregation of Duties Repeat audit - high risk area Repeat audit. Confirm status of
Analyst hroughout Coundil without recommendations from prior audit and
strong controls ensure controls and process
improvements are working as intended
Appointed statf  [Priviacy Act Repeat audit - high risk area  |Repeat audit. Confirm status of
member throughout Council with rec from prior sudit and
strong processes and controls  |ensure controls and process
ts are gash d
A1748975
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Internal Audit Plan
10 30 June 2017

Internal Audit Parking Meter Revenue Repeat aucit - high risk area Repeat auait. Confirm status of
Analyst fthroughaut Coundil with from prior audit and
strong processes and controls  [ensure controls and process
g are ing s d
Appointed staff  |Business Continuity Planning Repeat audit - high risk area Repeat sudit. Confirm progress of
member hroughout Counal with P 10 recomer 1s from prict|
strong processes and cantrols  [external audit, and any actions
subsequently approved by the Senilor
Leadership Team
A1748975
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14. Health and Safety Governance Charter review

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

27 June 2017

REPORT R7622

Health and Safety Governance Charter review

3.1

3.2

90

Purpose of Report
To review and approve the Health and Safety Governance Charter.

Recommendation
That the Subcommittee

Receives the report Health and Safety
Governance Charter review (R7622) and its
attachment (A1767136);

Recommendation to Council
That the Council

Approves the revised Health and Safety
Governance Charter (A1767136).

Background

Council has implemented a Health and Safety Management System
following adoption of the Health and Safety at Work (HSW) Act 2015.
The Health and Safety Governance Charter is Council’s ‘peak’ document
relating to health and safety. It defines how Council sets health and
safety expectations and, in particular, sets out governance expectations
in relation to health and safety. The Health and Safety Governance
Charter was first adopted by Council on 17 December 2015.

The Governance Charter is supported by the Health and Safety Strategic
Plan (2015-2020) also approved by Council. Both documents are now
due for review. This report attaches a revised Governance Charter for
consideration (Attachment 1). A review of the Health and Safety
Strategic Plan is programmed for the September meeting of the Audit,
Risk and Finance Subcommittee.

M2705
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4.2

4.3

4.4

5.1

5.2

M2705

Discussion

Under the HSW Act 2015, the Council and members of the Senior
Leadership Team assume many of the standard responsibilities that
would normally sit with a Board of Directors. They are classed as
“officers” under the Act.

Under Section 18 of the Act, an officer of a PCBU (a person conducting a
business or undertaking), is either a director of that company or any
other person occupying a position that has significant influence over the
management of that company e.g. elected members, and certain
members of the Senior Leadership Team. Such officers have a duty of
due diligence.

Section 44 (4) of the HSW Act 2015 outlines the due diligence
expectations of officers, which includes keeping up to date in health and
safety matters; understanding the business, its hazards and risks;
allocating appropriate resources to health and safety; and ensuring that
the business has appropriate processes for collecting and considering
health and safety data.

The New Zealand Institute of Directors Good Governance Practices
Guideline for Managing Health and Safety Risks has been adopted as the
guiding principles for health and safety governance.

Review and changes

The current Health and Safety Governance Charter has been reviewed in
light of progress made by Council since the HSW Act was introduced.
The current Governance Charter appears to have served its purpose well
and has provided a basis for measuring Council’s performance. For
example, health and safety observations have become a regular part of
Councillor visits to work sites, regular reporting to Council on health and
safety takes place, and councillors and appointed members actively
participate in risk and health and safety workshops.

Since the HSWA 2015 was introduced, Council’s health and safety
documentation has been updated, notably the Health and Safety Manual,
which is a comprehensive 90 page document covering all aspects of
Council’s health and safety management system. In light of that work,
the attached update of the Health and Safety Governance Charter has
focused the document more specifically on governance responsibilities.
The document has been reduced from 22 pages to four pages. The
general material previously found in the Governance Charter (e.g.
describing the health and safety management system at all levels) can
still be read in the Health and Safety Strategic Plan and the Health and
Safety Manual. The revised Governance Charter contains a Governance
Due Diligence Plan by which Council will be able to measure its progress.
It is proposed to include a section in the regular health and safety
quarterly reports to report against the Governance Due Diligence Plan.
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14. Health and Safety Governance Charter review

5.3 The revised Health and Safety Governance Charter is attached for
approval.
6. Options
Option 1: Approve the H&S Governance Charter
Advantages e Council demonstrates positive due diligence in
relation to health and safety matters in the
Council workplace. This assists in meeting
councillors’ obligations as ‘Officers’ under the
HSW Act 2015.
Risks and e Receiving the report alone is not sufficient.
Disadvantages Positive diligence (understanding, asking
questions etc) is required.
Option 2: Decline to approve H&S Governance Charter
Advantages e Further changes or improvements to the
proposed Charter could be made.
Risks and e Council will not be able to use the revised
Disadvantages Charter to help demonstrate due diligence on
health and safety matters.
Roger Ball

Manager Organisational Assurance and Emergency Management

Attachments

Attachment 1:

92
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Important considerations for decision making

Fit with Purpose of Local Government

This report forms part of Council’s work to perform its regulatory
functions. Council has an obligation under the Health and Safety at Work
(HSW) Act 2015 because it is classed as a Person Conducting a Business
or Undertaking (PCBU), and Councillors, appointed members, and
Council’s senior management have obligations as “Officers” under that Act.

Consistency with Community Outcomes and Council Policy

The recommendations align with the Community Outcome: Our
communities are healthy, safe, inclusive and resilient.

Risk

This report aims to help councillors meet their due diligence obligations as
“Officers” under the Health and Safety at Work Act 2015. The likelihood of
adverse consequences is assessed as low based on the current record of
Council’s health and safety systems and our on-going monitoring of them.
However the consequences for Council could still be significant if there
were to be a serious harm incident to a Council worker, contractor or other
person. These consequences could include harm to people, prosecution of
the Council and/or its officers, financial penalties, and/or reputational
damage.

Financial impact

There are no immediate budget implications arising from this report.

Degree of significance and level of engagement

This matter is of low significance because it is reporting providing high
level guidance on Council’s health and safety governance, and no
engagement is required.

6. Inclusion of Maori in the decision making process
Maori have not been consulted in the preparation of this report.
7. Delegations

The Audit Risk and Finance Subcommittee has responsibility for Health and
Safety and has the power to make recommendations to Council about any
matters within its areas of responsibility.

M2705
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14. Health and Safety Governance Charter review - Attachment 1 - Revised Health and Safety Governance Charter (A1767136)

Nelson City Council
te kaunihera o whakatt

94

Health and Safety Governance Charter

Approved by Council: XX 2017
Review Date: November 2019
Contact: Manager Organisational Assurance

May 2017
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Health and Safety Governance Charter

1. Purpose

The Health and Safety Governance Charter outlines governance responsibilities and
provides a high level overview of health and safety leadership at Nelson City Council
(Council).

This Governance Charter is Council’s highest level statement regarding health and safety
and is supported by a five year Health and Safety Strategic Plan.

2. Commitment Statement

Council will establish and maintain an effective governance framework In accordance with
the Health and Safety at Work Act (HSWA) 2015, other relevant legislative requirements,
and established principles to ensure a thorough oversight of health and safety across the
full scope of Council’s activities.

This framework will be implemented and regularly reviewed to ensure that Council is
continuously acting in accordance with best practice for the governance of health and
safety, and in order to manage Council’s health and safety risks.

3. Vision

Council's health and safety vision is to create a culture of organisational wellness and
safety, manage risk to a level as low as reasonably practicable, ensure continuous
Improvement Iin our systems and processes, and work together to deliver outcomes in a
way that promotes both safety and health,

4 Scope

The requirements of Council’s Health and Safety Governance Charter apply to all Council
controlled activities. This includes all Council workplaces and workers (employees,
contractors or volunteers) where Council acts as principal to the contract or has significant
influence or control over the workers in the workplace. It shall only apply to relevant
Council Controlled Organisations (CCOs) and Council Controlled Trading Organisations
(CCTOs) when they are used as contractors.

5. Responsibilities
5 (a) Due Diligence

As officers under the Health and Safety at Work Act 2015 (HSWA), Councillors, the Chief
Executive Officer (CEO) and some members of the Senior Leadership Team (SLT) are
required to exercise due diligence, and in doing so take all reasonably practicable steps
to:

Keep up to date with health and safety matters
Understand the Nature of the Council business and its hazards and risks
Ensure that Council has appropriate resources & processes to eliminate or
minimise those risks and uses them
e Ensure there are appropriate reporting and investigation processes in place
Ensure there are processes in place for complying with any duty under HSWA
+ Verify that these resources and processes are in place and being used.

(From HSWA 2015 s. 44(4))

A1767136 2
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14. Health and Safety Governance Charter review - Attachment 1 - Revised Health and Safety Governance Charter (A1767136)

Health and Safety Governance Charter

Councillors and appointed members will act in good faith at all times to cooperate with
and support the CEO to enable him/her to ensure that he/she and the Council comply
with the relevant health and safety legislation and best practice. This will include
supporting the CEO by ensuring that he/she has the appropriate resources and support
to:
* Develop policy and procedures that express the Council’s commitment to health
and safety
* Manage risks to health and safety under the principle that workers and others
should be given the highest level of protection against harm that is reasonably
practicable
* Identify key risks to ensure that resources are allocated where they are needed
most
* Report and investigate all accidents, incidents and near misses in a timely and
accurate manner
Ensure all workers are appropriately trained and/or supervised
* Provide opportunities for all workers to engage and participate in matters of
health and safety
* Establish measurable objectives to ensure continuous improvement in the
management of health and safety and report appropriate health and safety lead
and lag Indicators to Council
« Consult and coordinate activities with other organisations (other PCBU's) that
have overlapping health and safety duties
* Ensure the treatment, care and rehabilitation of injured workers including where
possible appropriate return to work programmes.

5 (b) Specific Leadership Responsibilities

Council approves the Health and Safety Governance Charter and the Health and Safety
Strategic Plan.

The CEO and SLT has management responsibility for setting health and safety
expectations, and accountability for health and safety performance.

The CEO is responsible for implementing the strategy and providing the resources to
achieve the expectations set by the SLT,

The SLT will maintain appropriate oversight over matters relating to health and safety.

6. Governance Due Diligence Plan
Objectives Actions Indicators
Know Keep up to date Understand Coundl'’s health and | Officer performance
with health and safety management systems in safety leadership
safety matters Attend workplace visits with a
g B aeifety ACC accreditation

Understand | Understand the aitars Worksafe
nature of the

Council business | Attend and participate in health | 'terventions
and its hazards and safety and risk management | Notifiable events

. workshops
and risks
Workplace Support

Resource Ensr.ure| that gitegﬂm%zmef statistics

councl] has Committee Employee survey

appropriate results:

resources &
A1767136 3
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Health and Safety Governance Charter

processes to Seek information and assurance | H&S trainin
eliminate or thl”OUm the Audit Risk and attendanceg
minimise those Finance Subcommittee that
risks and uses health and safety risks are Employee
them identified and manged within an | participation in
) appropriate frame work health and safety
Monitor Ensure there are
appropriate Lost time injuries
reporting and Accident Incldent
investigation ahd.hear miss
rocesses in place statistics
Comply Ensure there are (InControl)
processes In place E-Road metrics
for complying with
any duty under External and review
HSWA recommendations
Internal audit and
review
Vﬂl’ify Verlfy that these recommendations
resources and
processes are in H&S related
place and being employment
used. relations grievances
7. Monitor and Review

Council will receive quarterly reports regarding implementation of health and safety,
Including progress towards achieving the above Governance Due Diligence Plan.

This Governance Charter will be reviewed at the commencement of the next triennium,

8. Key Documents

Health and Safety Strategic Plan A1398549
Health and Safety Policy A115020

Health and Safety Manual A117333

A1767136 4
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15. Protected disclosure policy

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

27 June 2017

REPORT R7631

Protected disclosure policy

1. Purpose of Report

1.1 To note the updated Protected Disclosure Policy.

2. Recommendation
That the Subcommittee

Receives the report Protected disclosure policy
(R7631) and its attachment (A1338935) ; and

Notes the revised Protected Disclosure Policy
(A1338935).

3. Background

3.1 The Audit, Risk and Finance Subcommittee has oversight of the Council’s
management of risk and internal procedures including those related to
disclosure of serious wrongdoing.

3.2 The Protected Disclosure Policy is an organisational policy outlining how
an employee of Nelson City Council may lodge a disclosure of serious
wrongdoing under the Protected Disclosures Act 2000, and how the
organisation must respond to such a disclosure. As the policy is an
organisational policy rather than a Council policy, approval from the
Subcommittee and Council is not required.

3.3 The policy is scheduled for review every three years, and a review is due.

3.4 There have been no legislative changes or internal procedure changes
since the policy was last reviewed in 2014. The policy provides a robust
mechanism for disclosure which meets legislative and good practice
requirements.

3.5 Minor amendments have been made to reflect changes in designated
Disclosure Officers. The policy does not require more substantial
amendment at this time.
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4, Options

4.1 It is recommended that the Subcommittee receive and note the reviewed
Policy.

Stephanie Vincent
Manager People and Capability

Attachments
Attachment 1: A1338935 - Protected Disclosure Policy 2017 §

M2705 99
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15. Protected disclosure policy

Important considerations for decision making

1. Fit with Purpose of Local Government

Fit-for-purpose organisational policies are required to ensure that
organisational performance is efficient, effective and appropriate to
present and anticipated future circumstances.

2. Consistency with Community Outcomes and Council Policy

Fit-for-purpose organisational policies are required to ensure the
Community Outcome of Our Council provides leadership and fosters
partnerships, a regional perspective, and community engagement.

3. Risk

Effective implementation of this policy is likely to reduce the potential for
adverse consequences for employees who use the provisions outlined by

policy.

4. Financial impact

There is no financial impact associated with this policy.

5. Degree of significance and level of engagement

This matter is of low significance because it is an organisational policy.

6. Inclusion of Maori in the decision making process

No consultation has occurred with Maori.

7. Delegations

No decision is required from the Subcommittee as the matter is an
organisational policy, which falls within the delegations of the Chief
Executive.
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Nelson City Council
te kaunihera o whakatu

Protected Disclosure Policy

Effective June 2017

Review Date June 2020

Contact: Manager Organisational Assurance and
Emergency Management

A1338935 Page1of9
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15. Protected disclosure policy - Attachment 1 - A1338935 - Protected Disclosure Policy 2017

Nelson City Council Procedure

Manual Number A.III.1.2

Contact person for queries: Manager Organisational Assurance and
Emergency Management

Approved by: Senior Leadership Team

Date: December 2000, reviewed January 2001,
November 2009, December 2014, June 2017

Review Date: June 2020

PROTECTED DISCLOSURE

A1338935 Page 20of 9
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Protected Disclosure Procedure

1.0 Purpose

The Council supports open and public accountability. If an employee has a concern
regarding any wrongdoing in the Councll, they are encouraged to discuss their
concerns with either their Manager, Group Manager, the Chief Executive or refer to
Report-it-now. However, it is recognised that an occasion may arise when an
employee will wish to formally lodge a disclosure of serious wrongdoing. The purpose
of this document is to outline how an employee of the Council may do so under the
Protected Disclosures Act 2000.

2.0 Legal Requirements

While the Act applies to any body of persons (corporate or unincorporate) and
whether in the public or private sector, the following procedure specifically relates to
the Councll (as an organisation subject to the Act).

The Protected Disclosures Act 2000 came Into force on 1 January 2001, Its purpose
Is to promote the public interest by:

a) facllitating the disclosure and investigation of matters of serious wrongdoing

in or by an organisation; and

b) protecting employees who, in accordance with the Act, make disclosures of

Information about serlous wrongdoing in or by an organisation.
An employee may disclose information in the manner provided by the Act if:

a) the information is about serious wrongdoing in or by the Council; and

b) the employee believes on reasonable grounds that the information is true or
likely to be true; and

c) the employee wishes to disclose the information so that the serious
wrongdoing can be Iinvestigated; and

d) the employee wishes the disclosure to be protected.
“Serious Wrongdoing” is defined by the Act as including:
« An unlawful, corrupt or irregular use of public funds or public resources; or

e An act, omission, or course of conduct that constitutes a serious risk to public
health or public safety or the environment; or

® An act, omission, or course of conduct that constitutes a serious risk to the
maintenance of law, including the prevention, investigation, and detection of
offences and the right to a fair trial; or

e An act, omission or course of conduct that constitutes an offence; or
« An act, omission, or course of conduct by a public official that is oppressive,

Improperly discriminatory, or grossly negligent, or that constitutes gross
mismanagement,

A1338935 Page 3of 9
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15. Protected disclosure policy - Attachment 1 - A1338935 - Protected Disclosure Policy 2017

104

3.0 Protections

The Act provides for the employee protection including:

* The employee’s identity Is protected (see Confidentiality below).

* Where an employee who makes a protected disclosure of information believes
that they have suffered retaliatory action from the Council, the employee may

have grounds for a personal grievance.

e The employee is protected from victimisation under section 66(1) of the Human
Rights Act 1993.

« The Act protects an employee who makes a protected disclosure from any civil,
criminal or disciplinary proceedings which might be taken against them for
breaching any confidentiality agreement or practice.

However, the protection conferred by this Act does not apply where the person

¢ Makes an allegation which they know to be false;

* Acts in bad faith; or

* Makes a disclosure outside the provisions of the Act.

Matters subject to legal professional privilege cannot be disclosed as a protected
disclosure.

4.0 Confidentiality

Every person to whom a protected disclosure is made or referred must use his or her
best endeavours not to disclose Information that might identify the person who made
the disclosure unless the employee agrees in writing or the person who has acquired
knowledge of the protected disclosure reasonably believes that disclosure of
identifying information is essential:

i) to the effective investigation of the allegations in the protected disclosure; or
i) to prevent serious risk to public health or public safety or the environment;
or

i) having regard to the principles of natural justice.

This includes developing a practice that a request under the Local Government Official
Information and Meetings Act 1987 would be withheld if the identity of the employee
was requested.

5.0 Ombudsman Guidance

Any employee who has made a disclosure or Is considering making a disclosure may
contact the Ombudsman for guidance.

6.0 Procedure

1. Any employee considering making a disclosure of serious wrongdoing may
approach a Disclosure Officer on a confidential basis for guidance on how to
lodge a complaint. The approach may be made in person, telephone or in
writing. The Councll’s designated Disclosure Officers are:

+ Group Manager Corporate Services
« Group Manager Community Services
* Manager People & Capability

A1338935 Page 4 of 9
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The Disclosure Officer will;

a) provide guidance on the kinds of disclosures that are protected by the
Act; and

b) provide guidance on the protections and confidentiality issues covered in
the Act.

The disclosure of information may also be made to the Chief Executive or any
Group Manager if the employee believes on reasonable grounds that the
Disclosure Officer is or may be involved In the serious wrongdoing alleged in
the disclosure, or the employee believes on reasonable grounds that the
Disclosure Officer is, by reason of any relationship with a person who is or may
be involved in the alleged wrongdoing, not the appropriate person to make the
disclosure to.

Employees who wish to lodge a formal disclosure of serious wrongdoing may
do so orally or in writing. A form Is attached as Appendix 1 for those who wish
to make a written submission. The purpose of the form is to gather as much
relevant information as Is possible to facilitate an investigation. Information
provided will be treated in a highly confidential manner in accordance with the
provisions of the Act.

The Disclosure Officer will;

a) prepare a written statement recording the facts that will be used for
investigation purposes as they understand them and ask the employee to
acknowledge the accuracy and correctness of its contents; that they
understand the procedures which will be followed and consent to the
investigation proceeding. Refer Appendix 2.

b) undertake a full and fair investigation of the allegation(s). This will involve
checking facts, and may involve interviewing witnesses (if any).

c) when undertaking the Iinvestigation, use their best endeavours not to
disclose Information that might identify the person who made the
disclosure unless;

i) that person consents In writing to the disclosure of that information;
or

ii)  the Disclosure Officer reasonably believes that disclosure of
identifying information

. is essential to the effective investigation of the allegations in
the protected disclosure; or

. is essential to prevent serious risk to public health or public
safety or the environment; or

. is essential having regard to the principles of natural justice,

d) conduct the Investigation In accordance with the principles of natural
justice,

e) commence an investigation, or take action or recommended action in
relation to the allegations within 20 working days from the date of the
disclosure,

f) take the appropriate action, or recommend the taking of action in respect
of the allegations as soon as possible once the Investigation has been
completed,

A1338935 Page 5of 9
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15. Protected disclosure policy - Attachment 1 - A1338935 - Protected Disclosure Policy 2017

g) keep the employee making the protected disclosure fully informed of the
investigation’s progress.

The employee may further disclose the information to an appropriate authority if

there has been no action or recommended action on the matter to which the

disclosure relates within 20 working days after the date on which the disclosure was

made. The appropriate authorities as defined in the Act are listed below.

¢ The Commissioner of Police

* The Controller and Auditor-General

e« The Director of the Serious Fraud Office

« The Inspector-General of Intelligence and Security

e An Ombudsman

e The Parliamentary Commissioner for the Environment

¢ The Independent Police Conduct Authority The Solicitor-General

« The State Services Commissioner

¢ The Health and Disability Commissioner

« The head of every public sector organisation, whether or not mentioned above
and a private sector body which comprises members of a particular profession
or calling which has power to discipline its members.

An appropriate authority does not include:

* A Minister of the Crown except in the circumstances outlined in Point 3 of the
"Disclosures to other than the Disclosure officers” section below.

« A member of Parliament

* The media
7.0 Referral of Protected Disclosures

1. Disclosure Officers may refer a protected disclosure on to another designated
Disclosure Officer when they believe that the information disclosed could be
more suitably and conveniently investigated by another Officer. Such
circumstances may arise, for example, when the receiving Disclosure Officer
will be unavailable to initiate and complete an investigation in a timely manner
because of their absence from the workplace or because of prior work
commitments or alternatively where another Disclosure Officer is, because of
the nature of the information provided, better placed to Investigate a particular
disclosure,

2. A Disclosure Officer referring a protected disclosure to another Disclosure
Officer must first ensure the receiving Disclosure Officer is available to initiate

an investigation and prior to referring the disclosure notify the person who has
lodged the disclosure of information that it Is to be referred on.

A1338935 Page 6 of 9
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8.0 Disclosures to other than the Disclosure officers.

1. Section 8 of the Act provides that disclosures may be made to the
head or a deputy head of the organisation if:

e the employee making the disclosure believes on reasonable grounds that
the person to whom the wrongdoing should be reported in accordance with
the Protected Disclosure Policy is or may be involved in the serious
wrongdoing alleged in the disclosure; or

« the employee making the disclosure believes on reasonable grounds that
the person to whom the wrongdoing should be reported in accordance with
the internal procedures Is, by reason of any relationship or association with
a person who is or may be involved in the serious wrongdoing alleged in the
disclosure, not a person to whom it is appropriate to make the disclosure.

2. Section 9 of the Act provides that disclosures may be made to an
appropriate authority if the Employee believes

e that the Chief Executive Is or may be involved in the alleged serious
wrongdoing; or

+ the immediate reference to an appropriate authority is justified by reason
of the urgency of the matter to which the disclosure relates, or some other
exceptional circumstances; or

+ that there has been no action or recommended action by the Disclosure
Officer on the matter to which the disclosure relates, within 20 working days
after the date on which the disclosure was made.

3. Section 10 of the Act provides that an employee may make a protected
disclosure to a Minister of the Crown or the Ombudsman under the following
circumstances:

a) the employee has already made substantially the same disclosure to either
a Disclosure Officer, or to an appropriate authority; and

b) believes on reasonable grounds that the Disclosure Officer or appropriate
authority to whom the disclosure was made;

i) has decided not to Investigate the matter; or

ii) has decided to investigate the matter but has not made progress
with the investigation within a reasonable time after the date on which the
disclosure was made to the Disclosure Officer or appropriate authority; or

i) has investigated the matter but has not taken any action in respect
of the matter nor recommended the taking of action in respect of
the matter, as the case may require; and

c) continues to believe on reasonable grounds that the information
disclosed is true or likely to be true.
9.0 Related Procedures
Protected Disclosures Procedure (A138264)
Fraud Prevention Policy (A138198)
Appendix One - Disclosure of serious wrongdoing form

Appendix Two - Summary of Facts written statement of disclosure

A1338935 Page 7 of 9
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APPENDIX ONE - Disclosure of Serious Wrongdoing Form

IN CONFIDENCE

To

[Send this notice to a Disclosure Officer)

In terms of the Protected Disclosure Act 2000 I (insert name)

wish to disclose information on what I believe may be serious
wrongdoing

Please describe the act, omission or misconduct in as much detail as you can here. Consider
what happened, and when and where the incidents occurred. Who was involved?
Additional information can be attached

This disclosure is made In good faith and on the understanding that I will not be liable
to any civil or criminal proceedings or to disciplinary proceedings by reason of having
made the disclosure and that no retaliatory action will be taken by my employer for

making this disclosure. 1 believe the allegations to be true.

Signature Date
Disclosure Officer to complete and retain
ACTION DATE ACTION DATE

1.

Complaint lodged

2. Facts verified
Employee

3. Investigation
Completed
A1338935

by

| 4. Action Plan Initiated

5. Complainant informed

| outcome

of

Page 8 of 9
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APPENDIX TWO - Summary of Facts written statement of disclosure
Protected Disclosure

Section One - Summary of Facts (To be completed by the Disclosure
Officer)

Section 2
(To be signed by the employee lodging the protected disclosure)

I agree that my reasonable belief concerning the alleged wrongdoing has been
recorded above, that I understand the procedures, which will be followed and that I
consent to the investigation into the disclosure above proceeding.

Date

A1338935 Page 9 of 9
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16. Trafalgar Park Seating and Sale of the Punawai

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

27 June 2017

REPORT R7383

Trafalgar Park Seating and Sale of the Punawai

1.1

2.1

2.2

110

Purpose of Report

To provide information requested at the Governance Committee meeting
of 9 March 2017 in relation to the purchase of seating for Trafalgar Park
and the sale of the harbourmaster vessel, the Punawai.

Recommendation
That the Subcommittee

Receives the report Trafalgar Park Seating and
Sale of the Punawai (R7383) and its attachments
(A345448, A1311242, R6448 and A1412442);
and

Notes that the purchase of the Trafalgar Park
Seats complied with Council’s Procurement
Policy 2015 (A345448); and

Notes that the Council approved the private sale
of the Punawai for reasons of timeliness and
efficiency, and recognised at the time of the sale
that this approach departed from Council’s Asset
Disposal Policy 2015 (A1412442).

Background

At public forum on 9 March 2017, Mr Steve Cross suggested that Council
had not followed its own procurement policies for the purchase for the
seating for Trafalgar Park in 2015, and that it had not followed its Asset
Disposal Policy for the sale of the Punawai in 2016.

Trafalgar Park Seating

On 12 February 2015, Council received a report in the public excluded
section of the agenda entitled ‘Temporary seating for events’
(Attachment 1).
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2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12

2.13

M2705

Council had previously discussed the possible purchase of 4000 new
seats for Trafalgar Park at a workshop on 22 January 2015, and had
been considering putting a budget line in the Long Term Plan 2015-25
for such a purchase. At the time, Council was advised that 4000 new
seats would cost between $500,000 and $1,000,000.

Council heard that the cost of seat hire was significant. For example,
during the Rugby World Cup 2011, Council hired in approximately 10,000
seats for $350,000. Council has had feedback from other event
organisers that the costs of overlay (particularly temporary seating) were
a barrier to bringing events to Trafalgar Park.

On 3 February 2015 Council officers were made aware of an opportunity
to purchase used seats of the same make as the temporary seats owned
by Tasman District Council. The initial information provided indicated
that the seats were owned by Acrow and were available in New Zealand
as a result of the Cricket World Cup. It later transpired that the seats
were indeed owned by Acrow but located in Australia.

There was no direct contact between Acrow and Council as it was felt
that a negotiation on a commercial basis between two businesses with
experience and skills in scaffold seating (Acrow and Nayland Scaffold Ltd)
would result in a better value proposition for Council.

Nayland Scaffold provided construction services to Council for temporary
seating for both the Rugby World Cup and the Cricket World Cup in
2015. It is a locally owned company with specific expertise in scaffold
construction. Given the nature of the opportunity, Nayland Scaffold was
approached to negotiate purchase of the seating on Council’s behalf.

The initial price quoted for the seats was $125 per seat (including
supporting infrastructure) with transport additional. Council was advised
that the total purchase price would be $750,000 with transport of the
seats to Nelson of up to $60,000.

For comparison, the Tasman District Council paid $470,000 for 3000 new
seats ($157 per seat), of the same type, in 2007.

A Nayland Scaffold representative visited the storage location in Australia
and negotiated a final price of $695,895 for 6000 seats inclusive of
delivery to Nelson ($116 per seat).

Nayland Scaffold passed on the negotiated price direct to Council. It
received no commission or mark up from the price it negotiated with
Acrow Ltd.

Nayland did receive payment for acting as Council’s agent, and for the
time taken to inspect the seats in Australia. That payment was less than
$5,000.

Nayland were contracted to construct the seats at Trafalgar Park. The
value of this contract was less than $50,000.

111
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2.15

2.16

2.17

2.18

2.19

2.20

2.21

2.22
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There was some urgency around this issue as there was a major sporting
event booked in to use Trafalgar Park on 29 May 2015 which required
seating to be available.

Council’s procurement policy at the time is attached (Attachment 2)
The purchase of the seats is in line with the procurement policy as:

The procurement of the seats, constituting a purchase of over $100,000,
did not require a publicly advertised tender as there were exceptional
circumstances and there was a Council resolution (from the February 12
Council 2015 meeting) to take an alternative approach.

There were exceptional circumstances that allowed for the approval of
the procurement of specialist services from Nayland Scaffold by a Group
Manager, specifically:

e Specialist knowledge of scaffold construction for temporary seats

e Specific knowledge of temporary seating configurations for Trafalgar
Park

e Timeliness.

The use of Nayland Scaffold to negotiate the purchase of the seats
involved a low value transaction (less than $5000) from a supplier of a
specialist nature.

Sale of the Punawai

On 8 September 2016 the Council received a report in the public
excluded section of the agenda entitled “Proposed asset sale of the
Punawai” (Attachment 3).

The report identified that Council’s Asset Disposal Policy (attachment 4)
requires Council approval for sale by public auction or trade in for assets
valued over $50,000. The Punawai was valued between $55,000 and
$60,000 in one valuation and $60,000 to $65,000 by a second valuation.

Attached to the report was the offer to purchase the Punawai for
$60,000. The offer was made on a standard sale and purchase
agreement form obtained from NZ Marine Brokers Ltd.

The report requested the Council approve a change of process by way of
a private sale that is an exception to the Asset Disposal Policy and
provided reasons why this was the preferred option.

Mr Cross raised three issues with this process:

e If the purchase of the Punawai included a spare outboard the
value could be much greater than the Council were informed;

M2705



e The legal review of the Sale and Purchase Agreement was poor or
non-existent given the reference to NZ Marine Brokers Ltd; and

e The process falls short of the Council’s Asset Disposal Policy
introduction that states disposals are transparent, accountable,
maximise value for money for Council and minimise opportunities
for exploitation.

3. Discussion
Trafalgar Park Seating

3.1 Council officers at all times were working under some considerable time
pressure to deliver, in a cost effective way, the outcomes desired by
Council.

3.2 Nayland Scaffold provided specialist services that helped Council achieve
a good price for the seating and enabled the seating to be installed in a
timely manner.

3.3 All transactions were within appropriate delegations and complied with
the procurement policy.

Sale of the Punawai

3.4 The spare outboard is a standard piece of safety equipment to provide an
alternative means of returning to shore should the main engine fail. In
this case it was a Mercury 6 horsepower motor purchased in 2009 for
$2,100 and may have been worth $1,000. It is standard practice for
safety equipment to remain with the boat when sold.

3.5 A legal review of the purchase agreements occurred with more changes
made to the purchase of the replacement vessel agreement than the
offer to purchase the Punawai. The reference to NZ Marine Brokers Ltd
was not relevant to the purchase of the Punawai and should have been
deleted.

3.6 The Council agreed to depart from the Policy on this occasion to ensure
the outcome maximised value for money for the Council.

4. Options

4.1 The Committee can either receive this report, or not, or it can request
further information.

Chris Ward

Group Manager Community Services

M2705
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Attachments
Attachment 1:

Attachment 2:
Attachment 3:

Attachment 4:

114

A1311242 - Previous report - Temporary seating for events

February 2015 1
A345448 - Procurement Policy 2015 ¢

R6448 - Previous report - Proposed asset sale of the Punawai

September 2016 §
A1412442 - Asset Disposal Policy 2015 1
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Important considerations for decision making

1. Fit with Purpose of Local Government

This report deals with process matters in relation to cost effective service
delivery.

2. Consistency with Community Outcomes and Council Policy

The report confirms that the relevant Council policies were followed.

3. Risk

There is a low risk that public perception of Council will be negatively
affected due to the nature of the transactions. This can be mitigated by
clear communications in relation to the policy framework under which
decisions were taken.

4. Financial impact

There are no costs associated with the recommendations contained in this
report.

5. Degree of significance and level of engagement

This matter is of low significance as the decisions have already been made
and no further substantive recommendations are proposed.

6. Inclusion of Maori in the decision making process

Maori have not been consulted in the preparation of this report.

7. Delegations

The Governance Committee requested this report at its meeting of 9
March 2017. This matter falls within the delegation of Audit Risk and
Finance Subcommittee as it relates to management of financial service
and performance.

M2705 1 1 5
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%Nelson City Council
te

PUBLIC EXCLUDED

kaunihera o whakati

Council

12 February 2015

REPORT A1311242

Temporary Seating for Events

1. Purpose of Report

1.1 To consider purchasing temporary seats to support attracting events to
Nelson.

2. Delegations

2.1 This is @ Council decision.

3. Recommendation

A1311242

THAT the report Temporary Seating for Events
(A1311242) be received;

AND THAT the Chief Executive be delegated
authority to:

« enter into and conclude negotiations for the
purchase of 6000 second hand temporary
seats from Acrow Ltd. for up to $750,000
(excluding transport and GST), subject to
them being made available by 1 May 2015;

» enter into and conclude negotiations with
Tasman District Council to explore joint
management/purchase of its temporary
seats;

« enter into and conclude negotiations with
suitably qualified companies to develop a
management contract for marketing,
maintenance and management of the seats;

« enter into negotiations for naming rights
sponsorship of the temporary stand(s).

AND THAT Council notes that this is unbudgeted
expenditure;

AND THAT officers report back to a future meeting
of the Governance Committee through the finance
report.
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5.2

5.3

5.4

5.5

6.1

6.2

PUBLIC EXCLUDED

Exclusion of the Public

This report has been placed in the public excluded part of the agenda In

accordance with section 48(1)(a) and section 7 of the Local Government
Official Information and Meetings Act 1987. The reason for withholding

information in this report under this Act is to:

. carry out commercial activities (section 7(2)(h))
. carry out negotiations (section 7(2)(i))
Background

One of the key limiting factors for attracting events to Nelson is the
limited number of venues capable of offering seating to the audience.
Trafalgar Park has less than 2000 permanent seats and Saxton Cricket
Oval has less than 300.

The cost of hiring seats in from other parts of the country is high,
typically $40 per seat. This cost Is too high to be passed on directly to
ticket purchasers. Instead Council has subsidised seats in order to bring
events to Nelson,

Tasman District Council has approximately 2500 seats available for
community use. It charges $1.50 per seat per week for community
groups and $6 per seat per week for commercial users.

Even with the TDC seats there Is still not enough seating available locally
to host a major event. A Super Rugby match typically attracts in excess
of 8000 people; similar numbers attend Opera in the Park.

A proposal to purchase an additional 4000 temporary seats at an
estimated cost of $750,000 was to be included in the draft Long Term
Plan 2015/25. However, an opportunity has presented itself as additional
seats have been brought Iinto the country for Cricket World Cup 2015.
Some 6000 seats may be available for purchase (second hand) at the
end of that tournament. Bringing forward the purchase of the seats into
this financial year could result in significant value being added to the
purchase.

Discussion

Seating available

Acrow Ltd is a multinational supplier of event seating. It has brought
some 6000 seats in to New Zealand from Malaysia to support Cricket
World Cup, and has indicated that it would consider selling these rather
than transporting them back to Malaysia.

An Initial enquiry has been made through Nayland Scaffelding. Nayland
provided the infrastructure for both Rugby and Cricket World Cups, and

A1311242 2
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6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.11

PUBLIC EXCLUDED

has a good understanding of Council venues. The seating available Is
compatible with the TDC seating and a price of $125 per seat has been
indicated for all 6000. This would give a total purchase price of
$750,000. The cost new would be approximately double that. For
comparison, TDC paid $470,000 for 3000 new seats in 2007.

Transport of the seats to Nelson could cost up to $60,000, depending on
their location in New Zealand.

The Cricket World Cup final is on 29 March 2015. It is expected that the
seats would be available on or before that date. Trafalgar Park has a
booking for a Super 15 match in May and the seats would need to be in
place for that.

Seating required

Trafalgar Park could accommodate up to 8000 additional temporary seats
without impacting on use of the cycle track. If Council were to purchase
6000 seats, a stand consisting of 4000 seats could be set up in front of
the Eastern stand and a separate 2000 seat stand could be set up at the
Southern end.

If TDC seats were available, the Southern end stand capacity could
simply be increased to 4000,

There Is demand for seating for other events, Saxton Oval is establishing
itself as a venue for first class cricket ODIs and there is potential demand
from significant athletics, hockey and softball matches.

There is also suppressed demand for a venue for music and arts
performances. Trafalgar Park could be configured with a stage over the
summer period to offer a ready-made venue for touring artists. This
could be bullt around Opera in the Park infrastructure,

Seats would be taken preferentially from the Southern stand for other
events, and could be broken down and replaced with a stage for events
such as Opera in the Park.

Management of seats

Officers recommend that a management contract be negotiated with
Nayland Scaffolding to include the maintenance and construction/
deconstruction of the seats. This would ensure that the assets were
looked after when used around the region, and stored appropriately
when not in use.

Return on Investment

There is a need to ensure that hire price for venues with additional
seating reflects the investment made. This would entail either raising the
cost of ground hire (currently $2500 for charge games at Saxton Oval
and Trafalgar Park) or adding a seat supplement to ticket prices.

A1311242 3
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Naming Rights

6.13

6.13.1

6.13.2

6.14

6.16

TDC seats

There would be clear benefits to both Council and TDC if the 2500 TDC
seats were managed alongside any proposed NCC seats. This could be
managed in two ways:

TDC could put their seats into the same management contract as NCC,
with councils paying costs/receiving revenue on a pro rata basis; or

Council could offer to purchase the TDC seats, allowing all seats to be
managed under a NCC contract. Officers at TDC believe this may be
attractive to the TDC.

Officers recommend that Council delegates the Chief Executive to explore
both of these options further.

Community engagement

The community as a whole has not been engaged on this issue, however
there has been previous consultation on a general Trafalgar Park
upgrade, In 2008, which included seating proposals. An analysis of
submissions is attached (attachment 1). Some of the issues raised then
are addressed In this proposal, In that:

. The seats are relocatable and can support events In other places
(there were concerns about solely investing in Trafalgar Park)

. Access to the cycle track would be maintained whilst the velodrome
Is bullt at Saxton Field (previously there were concerns about track
access)

. Cost - the current proposal to buy second hand seats currently
avalilable in New Zealand Is cost effective (the previous consultation
proposed muiti-million dollar investment In Trafalgar Park).

The majority of people who did not support that upgrade gave
affordability as the main reason. Any consultation by the Council on this
proposal is likely to generate a similar response. Council would then have
to make a decision about what Nelson can afford in relation to this
proposed investment. This is no different to the situation Council is
currently in and Council could determine that further engagement is not
required as the views of the community are already known.

Options

A1311242 4
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7.1 Counclil has to decide if it is committed to purchasing additional
temporary seats to support events in Nelson. If it confirms that position,
it can either:

7.1.1 Consuit through the LTP on the purchase of 4000 seats for $750,000 or;

7.1.2 Take this opportunity to purchase 6000 seats for $750,000.

7.2 Officers recommend the second option. It is seen as being more cost
effective and would result in additional savings that could be made for
upcoming events.

7.3 Council then has to consider how best to manage the seats. They could
be managed internally, but there is no staff resource to do this.
Outsourcing management of the seats could come at additional cost but
would also decrease the risk to Council of losing some of its assets.

7.4 Officers recommend that Council explores options in relation to TDC's
seats and to naming rights. In the interests of timeliness, Council could
delegate those negotiations to the Mayor and Chair of Community
Services, or it could decide that any final decisions would be subject to a
future report to the Council.

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

8.1 This is not a significant decision.

9. Alignment with relevant Council Policy

9.1 This recommendation is not inconsistent with Council policy. However,
there is no provision for the purchase of these seats within the 2012/22
LTP. It supports the Council outcomes 'People friendly places’, ‘A fun,
creative culture’ and ‘A strong economy’.

10. Consultation

10.1 No specific consultation has taken place in preparing this report.

11. Inclusion of Maori in the decision making process

11.1  No specific consultation with Maori has taken place In preparing this
report.

12. Conclusion

12.1  An opportunity has arisen to purchase temporary seating at a good price.
This would provide infrastructure for large scale events and support at
Trafalgar Park and Saxton Field and elsewhere. It s expected that event
organisers will come forward with proposals for other events if this
infrastructure is available.

A1311242 5
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Chris Ward
Group Manager Community Services

Attachments

Attachment 1: 2008 Trafalgar Park Consultation - Analysis of Submissions
(A267871)

A1311242 6
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Nelson City Council
te kaunihera o whakatu
Procurement Policy

Effective: February 2015
Review Date: April 2016

Contact: Internal Audit and Procurement Analyst

A345448
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Nelson City Council Procurement Policy

1. Scope
1.1, This policy covers activities associated with the purchasing of all goods and
services by, or on behalf of the (Council). It applies equally to the Council, the

Senior Leadership Team, all groups and staff - permanent, temporary or

contract.

2. Policy Objectives
2.1 The objectives of Council’s procurement policy are to provide clear direction to

management and staff in relation to the purchasing function and to establish a

decision framework that:

. allows Council to be financially prudent through providing the best value
for money (taking into account transaction costs) over the whole life of fit-
for-purpose goods, service or asset;

. minimises relationship costs, ongoing operational costs and consequential
costs;

. appropriately manages risk, including fraud;

. ensures purchases are made with integrity and in an open and transparent
manner with full and fair opportunity for all eligible suppliers;

. contributes to Council’s sustainability objectives outlined in Nelson 2060
and requires sustainably produced goods or services whenever possible,
having regard to economic, environmental, and social impacts over their
life cycle;

. promotes efficient purchasing practices and their continuous improvement;

. addresses health and safety considerations before, during and after the
purchase of plant, equipment and chemicals;

. ensures compliance with the requirements and guidelines of the NCC
Procurement Manual; and

. ensures Council’s purchasing activities are managed in accordance with its
statutory and legal responsibilities.

3. Policy Statements
3.1 All purchasing activity within Council shall be undertaken in accordance with
policy and principles and shall be in accordance with Council’s Delegated

Authorities:

. a Procurement Steering Committee, comprising of three Corporate
Management Team members and two Leadership Team members, shall
oversee procurement practice within the Council;

. the Council will undertake its purchasing activities in the most effective
and efficient manner taking into account the amount involved, the
complexity and the risk to Council;

Page 2 of 5 Malsom Cy Cosich
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Nelson City Council Procurement Policy

The cost-effectiveness of current contractual arrangements in delivering
services (including provision of infrastructure, public services and
regulatory functions) must be reviewed within 2 years of the expiry of any
such arrangement or if levels of service have changed significantly, taking
into account other options for governance, funding and delivery of the
service (Local Government Act 2002 Part 2 s 17A)

Council has a commitment to sustainability and environmental protection
and this will be reflected through purchasing practices;

Council also has a commitment to health and safety and this will be
reflected through purchasing practices (See Health & Safety Policy );

The transactional cost of the evaluation of any procurement should reflect
the value or level of risk of the procurement -

procurements of less than $10,000 where applicable, may be sourced from
suppliers/service providers designated as ‘preferred suppliers’ where such
preferred supply contracts have been established;

for low risk procurements falling between $2,000 and $10,000, two to
three written quotes with a specification are required. Where a supplier is
of a specialist nature (ie either one or two who offer a service) then these
can be approved individually without further quotes;

A business case and at least three written competitive prices are required
for purchases between $10,000 and $100,000, unless there are
exceptional circumstances which should be approved by the Group
Manager or CEO depending on the delegation level required;

procurements for Capital Projects of low risk may also be sourced from an
‘on-call’ supplier where such arrangements have previously been
established in the same way as for ‘preferred suppliers’; if greater than
$50,000 discuss with the Group Manager;

a Business Case or other evaluation methodology shall be required for all
procurements of $50,000 or more;

all purchases over $100,000 must be publicly advertised tenders unless
there are exceptional circumstances and approved by the Chief Executive
or Group Manager. Exceptional circumstances may include Council
resolution to take an alternative approach; approved major relational
purchases;

CAPEX contracts and changes to contracts that are more than $1million,
and similarly any OPEX PO >$1.5m, shall be presented to the Council for
approval;

from time to time an internal audit process shall be undertaken to ensure
that the terms and conditions of the Council's Policy are being followed;

where works are NZTA funded, NZTA procurement policies and procedures
shall be followed

Nelson City Council
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Nelson City Council Procurement Policy

4. Underlying Principles

4.1, The objective of the principles is to provide outcomes consistent with the
Council’s broader objectives to deliver best value for money through optimized
whole-of-life costing and being fit for purpose, while being fair and reasonable,
and legally robust.

. Council’s broader objectives for procurement are that it should:
- be value for money, taking into account the "whole of life” costs of
goods or services;

meet our sustainability objectives;
meet a justifiable and approved business purpose;
be effective and efficient;

be made transparently, so the same information is available to all
potential suppliers (subject to obligations of confidentiality);

be fair, so that all potential suppliers are treated the same and none
is unfairly disadvantaged or advantaged;

consider local suppliers for physical construction contracts
be risk-based, and
be strategic.

. All procurement must be in accordance with Council’s financial delegations.
A financial delegation is defined as "being the total amount that will be
paid to a particular supplier under any one contract and is EXCLUSIVE OF
GST (if any).

. Valid purchase orders shall be raised and authorised prior to the
procurement unless a declared Civil Defence emergency is in place
providing the Controller with access to special powers ( refer Civil Defence
Emergency Management Act 2002 s. 85 and s. 94. See also Nelson
Tasman Civil Defence Emergency Management Group Plan 2012)

. Multiple purchase orders shall not be raised for the same procurement
from the same supplier, in an attempt to reduce the level of delegated
authority required.

. Multiple purchase orders must not be raised for variation orders issued
under an existing contract authorised by the Engineer-to-the-Contract.

. When considering syndication Council should carefully consider the effects
that joint procurement activity could have on the market.

. Documentation for supply agreements should include a carefully defined
negotiation strategy along with appropriate decision structures, objectives
and “exit” strategies.

. Where NZTA subsidy forms part of a project, prior approval from NZTA is
required.

Page 4 of 5 Nelson City Councit
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Nelson City Council Procurement Policy

Buy local is preferred - support for local organisations will be achieved
through the weighting attribute system where used.

A particular procurement method or process required by an external
funding agency may take precedence over the NCC procurement policy
and procedures in agreed circumstances.

Legislative compliance is mandatory for all procurement.

Contracts coming up for renewal must be assessed for cost-effectiveness,
suitability and fitness for purpose. Further, all existing contracts must be
reviewed within six year cycles (note, this does not mean that tenders can
only be let for six years). Where a significant contract is reviewed, an
email must be submitted to SLT showing the outcome of the review;

Council requires its staff to declare any personal conflicts of interest which
may affect, or could be perceived to affect, their impartiality (see Conflicts
of Interest Register for Councillors and Group Managers). All other staff
need to be mindful of their responsibilities and the need to disclose
conflicts under the code of conduct A350434

Staff must be aware of, and comply with, the
Gifts_and_Supplier_Invitations_Policy and the Fraud Policy.

Particular care should be taken in the handling of commercially sensitive
information and the risks associated with intellectual property during
procurement.

The staff member who signs the contract is responsible for all its terms
and conditions and therefore should be aware of all risks and exclusions
pertaining to it.

A single point of contact in Council should be established for potential
suppliers during a procurement process.

If a consultant or agent is engaged the contract must require them to
observe the same ethical standards, policies, principles, procedures and
behaviour that apply to staff.

A business case or other evaluation should be done for every purchase
over $50,000

NCC model contracts have precedence over supplier proffered contact
documents, although for best practice, continuity and consistency we do
employ NZTA procurement processes on non-NZTA funded projects

Sufficient records must be kept to show that due process was followed.
The procurement selection must meet health and safety policy objectives.

These principles do not cover recruitment and engagement of employees,
nor for the purchase of real estate,

Nelson City Council
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Nelson City Council Council
te kaunihera o whakati

8 September 2016

REPORT R6448

Proposed asset sale of the Punawai

1.

1.1

2.2

2.3

3l

3.1

R6448

Purpose of Report

To approve the sale of the harbourmaster’s vessel, the Punawali, so the
funds can be used to purchase a replacement vessel.

Summary

Council’s Asset Disposal Policy (A1412442) sets out the methods of
disposal of assets and the level of approval required. For assets over
$50,000 Council approval Is required for the sale by public auction or
trade in. The Punawai is expected to sell for around $60,000.

The Punawai Is no longer fit for purpose for the harbourmaster duties.
Funds were allocated in the 2015/16 budget to retrofit the vessel but this
does not resolve all issues.

A vessel that has all the required improvements is for sale. In order to
purchase it the Punawai needs to be sold with the proceeds added to the
budgeted funds (carried forward) to purchase a replacement vessel.

Recommendation
It is recommended that the Council

Receives the report Proposed asset sale of the
Punawai (R6448) and its attachments
(A1602795, A1609429);

Approves the sale of the Punawai as the vessel
is valued over $50,000;

Approves a change of process by way of a

private sale that is contrary to the Asset
Disposal Policy.

Exclusion of the Public

This report has been placed in the public excluded part of the agenda in
accordance with section 48(1)(a) and section 7 of the Local Government
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4.2

4.3

4.4

4.5

5.2

PUBLIC EXCLUDED

Official Information and Meetings Act 1987. The reason for withholding
information in this report under this Act is to:

* Section 7(2)(b)(ii) To protect information where the making available
of the information would be likely unreasonably to prejudice the
commercial position of the person who supplied or who is the subject
of the information; and

« Section 7(2)(I) To enable the local authority to carry on, without
prejudice or disadvantage, negotiations (including commercial and
industrial negotiations).

Background

The harbourmaster’s functions include: administering and enforcing the
Councll’s Navigation Safety Bylaw, managing and maintaining Nelson
harbour so it is fit for vessels it serves, providing information to users of
the harbour, identifying risks and develop a system to manage these
risks, marking channels or areas to provide for the safe navigation of
vessels, supply and manage aid to navigation equipment in accordance
with Maritime NZ guidelines and assist with search and rescue and other
emergency situations.

Since the introduction of the Navigation Safety Bylaw the harbourmaster
averages 20 hours per week of on-water patrols to ensure users of the
harbour are aware of and comply with the Bylaw. This requires the
vessel to pull alongside other vessels and the Punawai has a solid hard
surface that could potentially damage other vessels. The high sides of
the Punawai exacerbate the difficulty of retrieving swimmers and this
vessel also has no radar.

The Punawai is of a shape that has led to back injuries for operators of
the vessel when travelling in rough weather with the pounding of the
vessel against the surface of the water.

$47,000 was allocated in the 2015/16 financial year to be used to add a
radar and soft pontoons to the Punawal. While researching options to
retrofit the vessel the harbourmaster became aware of a vessel for sale
that had these improvements and also performed better in the water in
rough conditions.

On 20 June the Senior Leadership Team approved that the budgeted
funds could be instead used to contribute to the purchase of this vessel
subject to the sale of the Punawai.

Discussion

The vessel that would be used to replace the Punawal Is the current
Whangaroa Coastguard rescue boat. The harbourmaster has inspected
the vessel.

An offer has been received for the purchase of the Punawai. The offer Is
considered fair by Bays Boating Ltd as the enclosed cabin of the Punawai

2 R6448

M2705



M2705

5.3

R6448

PUBLIC EXCLUDED

may not appeal to fishing enthusiasts. The offer to purchase the vessel is
included in Attachment 1 (A1602795) and the valuation by Bays Boating
Ltd is included in Attachment 2 (A1609429).

Options

Port Nelson Limited were asked to consider the option of owning the
harbourmasters vessel instead of the Council. Port Nelson Ltd examined
the ownership of the vessel and did not see it as a viable option for
elther Port Nelson or the Counclil. The lease costs back to the Council
would be prohibitive meaning there would either be fewer harbourmaster
patrol hours or a significantly increased budget required.

Option 1: Retrofit the Punawai

Advantages + No time and costs associated with the sale and
purchase of the replacement vessel

Risks and « Does not address the back injury issue in
Disadvantages rough conditions. The Punawal will be
unavailable for patrols while being fitted

Option 2: Sell the Punawai by public auction

Advantages « A more fit for purpose vessel can be purchased
to replace the Punawai

e The public auction sale method is in
accordance with the Council’s Asset Disposal
Policy and may achieve a greater price than
the private offer received

Risks and « The public auction may not attract a purchaser

Disadvantages or the sale price may be less than the private
offer received

e The public auction will take more staff time to
arrange potentially jeopardising the ability to
purchase the new vessel in a timely manner

Option 3: Sell the Punawai by private offer

Advantages + A more fit for purpose vessel can be purchased
to replace the Punawal

¢ The private offer is considered fair and minimal
staff time will be required to complete the sale

Risks and e A private sale is not in accordance with the
Disadvantages Council’s Asset Disposal Policy
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PUBLIC EXCLUDED

6. Conclusion

6.1 The sale of the Punawal is preferred to enable the proceeds of the sale to
be added to budgeted funds to purchase a more fit for purpose vessel for
the harbourmaster duties.

6.2 The sale by private offer whilst contrary to the policy Is preferred
because:

a) The sale can be done in a timely manner; and

b) There is a firm and reasonable offer to purchase the Punawai.

Mandy Bishop
Manager Consents and Compliance

Attachments
Attachment 1: A1602795 Agreement for the purchase of the Punawai
Attachment 2: A1609429 Punawal valuation

a R6448

M2705



PUBLIC EXCLUDED

Important considerations for decision making

1. Fit with Purpose of Local Government

The performance of the harbourmaster duties Is better achieved by a more
fit for purpose vessel than the current vessel. Funds allocated for
retrofitting the Punawal are better utilised by adding them to the proceeds
of the sale of the Punawal to purchase a replacement vessel.

2. Consistency with Community Outcomes and Council Policy

Council’s Long Term Plan identifies Council’s responsibilities for navigation
safety. The harbourmaster and deputy harbourmasters need an
appropriate vessel to conduct on water patrols and respond to incidents.
The recommendation of selling the Punawai by private sale does not align
with Council’s Asset Disposal Policy but may be the most cost efficient
option. The option of selling the Punawal by public auction aligns with the
Policy but may not have as good an outcome in terms of timing and
committing to the sale and purchase.

3. Risk

The main risk In the sale of the Punawai and the purchase of another
vessel Is in the method of sale. Public auction is a transparent process but
it may not attract a buyer. A private offer has been received, the offer Is
considered fair but Council may risk some reputational damage by not
offering the vessel for sale publicly.

Another risk is that by not addressing the back Injury issue for the current
vessel the Council may not be doing all that it needs to under Health and
Safety obligations,

4. Financial impact

Budgeted funds have been carried forward. They can either be used to
retrofit the current vessel or contribute to the purchase of a replacement
vessel. No additional funds are required.

5. Degree of significance and level of engagement

This matter Is of low significance because the vessel Is not considered a
strategic asset and the level of service and financial impact is unchanged.
The impact on the community is minor, boaties will benefit from a soft-
sided vessel approaching their vessel.

M2705

6. Inclusion of Maori in the decision making process

No consultation with Maori has been undertaken.

R6448 5
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The Council is required to approve the sale of an asset over $50,000,

Delegations

7.
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Nelson City Council
te kaunihera o whakatu

M2705

Draft Asset Disposal Policy

Effective Date: September 2015
Review Date: September 2018

Contact: Senior Accountant, Finance

Page 1 of 4
Al412442

%Nolson City Council
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1I
1.1

1.2.

4.2,

4.3.

5.2
5.3.
5.4.

5.5.

5.6.

Nelson City Council Asset Disposal Policy

Introduction

Entities that dispose of capital assets must ensure they have clearly set out
processes to ensure that the disposal of unwanted resources takes place in a
transparent and accountable manner.

Disposals should be carefully planned and conducted so that they maximise
value for money for the Council and minimise opportunities for exploitation by
individual employees, private persons or organisations.

Purpose

The purpose of this policy is to set out the principles and processes for disposal
of Council assets and to provide clear guidance to staff on how and when to
dispose of Council assets.

Definitions

Assets - include, but may not be limited to, financial assets (debtors, loans),
plant and equipment, computer hardware, furniture and fittings, collections,
vehicles, intellectual property, data and information. Land and property
disposals must be approved by Council. Library books are excluded as they are
covered by the Libraries Content management guidelines which covers book
disposal.

Disposal - includes the sale, scrapping, write off, barter, trading or any other
means of ceasing beneficial ownership or custody of assets.

Write off - specially refers to the removal of the asset from the Council asset
register, or Statement of Financial Position, at nil value.

Principles

Assets will be disposed of in the manner that ensures Council achieves the best
net value for the assets.

Disposals will be conducted in an efficient, effective and transparent manner.
All asset disposals will be appropriately authorised and adequately documented.

Disposal processes will ensure that assets that are sold or scrapped are removed
appropriately from the asset and financial records and insurance register.

Tight controls will be in place to ensure that Council staff and elected members
are not advantaged over members of the public.

All assets to be disposed of are:

5.6.1. assessed for health and safety impacts prior to sale which are

included in the sale documentation and;

5.6.2. a disclaimer is stated that any buyer shall be responsible for

Page 2 of 4
Al412442

ensuring the health and safety risks of any future use of the asset and
ensuring it meets any legal and other requirements for its intended use.

Nelson City Council
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6.5.

6.6.

7.
7.1,

7.2.

7.3.

8.3.
8.4.
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Nelson City Council Asset Disposal Policy

All asset disposals must be in accordance with any relevant provisions of the
Local Government Act 2002 (Section 133, 138 and 140), Consumer Guarantees
Act 1993 and Fair Trading Act 1988.

Policy content

The Council expects the disposal of assets to achieve the best net value for
money possible.

Proper authorisation, in accordance with the Officers Delegation Manual/this
policy will be obtained before any asset is disposed of,

All disposals of assets will be through an open, fair and transparent process.

Every asset disposal will be fully documented, clearly identifying the asset, who
authorised its disposal, the sale price, whom it was disposed to and recorded in
a timely and accurate manner in the fixed asset records.

Proceeds from the sale of assets must be correctly and expediently recorded in
the financial accounting systems.

Independent appraisals of value will be obtained for higher value assets prior to
their disposal as set out in the procedure.

Authorisation

The initial decision to dispose of an asset must be made by the third tier
manager (Business Unit Manager) responsible for the asset. This should occur
when the manager becomes aware that the asset is redundant, obsolete,
replaced, damaged, stolen or surplus to requirements. Written authorisation to
dispose of the asset must be obtained from a Group Manager or the Chief
Executive (depending on the value) prior to commencing the process.

Any sales above $50,000 must be authorised by Council. All land disposals must
be approved by Council.

Evidence of appraised value and documentation, including signoff should be kept
on file and in the document management system (tardis).

Methods of disposal

To establish a perceived value, find examples of like items being sold in similar
circumstances by other sellers.

The valuation for the authorisation and method of disposal is based on the total
perceived value of the items being disposed of at one time to a seller ie if selling
300 $30 phones, the perceived value would be $9,000 and would required CE
signoff.

The below table sets out the methods of disposal to be used:

Estimated sale value

o aab Method Approval

Nelson City Council
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Nelson City Council Asset Disposal Policy

Estimated sale value

of asset R pesE

Internal tender
available to all

staff or GM Corporate Services or
Trade-in or GM Infrastructure

Gift to non-profit
organisation

Under $500

Public auction or

-i GM Corporate Services or
$500 - $5,000 Trade-in or
Sell to dealer (3 | GM Infrastructure

quotes)

Public auction or

$5,000-$50,000 HFRGES Chief Executive
Sell to dealer (3
quotes)
Public auction or

Over $50,000 Council
Trade-in

The reserve prices for auctioned items should not be less than the book value of
the asset unless there is a tangible reason, such as market belief that the asset
is obsolete or the condition of the asset is such that it is reduced in value. With
vehicles, if selling by auction, set the reserve price by reviewing similar vehicles
on the auction site,

Technology items that hold data will not be on sold. The hard drive of the
device will be destroyed and then the item will be disposed of.

Any other item which may contain confidential information should be checked
carefully (ie drawers) prior to disposal.

Related policies and procedures

Officers Delegations Manual

Promapp
https://go.promapp.com/nelsoncc/Process/Minimode/Permalink/E4HcKPwG10ty

gdmFpgPE32#

Nelson City Council
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Audit, Risk and Finance

Nelson City Council
te kaunihera o whakatG Subcommittee

27 June 2017

REPORT R7627

Interim audit letter for the year ending 30 June 2017

1.1

3.1

3.2

3.2.1

3.2.2

M2705

Purpose of Report

To provide the letter to the Subcommittee on the interim audit for the
year ending 30 June 2017 from Audit NZ.

Recommendation
That the Subcommittee

Receives the report Interim audit letter for the
year ending 30 June 2017 (R7627) and its
attachment (A1775216); and

Notes the suggested responses to the
recommendations.

Discussion

Audit NZ carried out the interim audit for the year ending 30 June 2017
in mid-April 2017 which focused on the Council's internal controls and
the overall control environment. They issued two letters - a letter to the
Council which covers governance issues (Attachment 1) and a letter to
the Chief Executive which covers management issues.

Project management

Audit NZ raise that there are currently no post implementation reviews
undertaken of projects and note that this will be addressed by August
2017.

Council’s business cases include a statement on expected benefits, and
likely timing of benefits realisation. Our process for project closure
includes a summary assessment of scope and benefits achievement at
the point of project closure. During 2017/18 we will be working on
linking these assessments with the asset management planning cycle in
a more robust way. Beyond these elements, there is currently no formal
process or staff capacity to plan and undertake post implementation
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17. Interim audit letter for the year ending 30 June 2017

3.2.3

3.2.4

3.3

4.1

reviews. Our timing to investigate and plan the benefits management
and realisation theme is during 2018/19.

They have again raised that no project management policy has been
developed.

Up until the current year Council has included this mandatory policy
statement as part of the performance management system: Project
Management: Projects are approved, initiated, planned, managed,
reported on and closed according to Nelson City Council standards.
Council will be developing this into a broader organisational policy during
2017/18.

Audit NZ have provided a supplementary letter which identifies areas
where the Council could consider enhancing its internal controls. The
Chief Executive accepts the comments and they will be addressed prior
to the 2016/17 Annual Report.

Options
That the Subcommittee note the matters raised in the letter to the

Council on the interim audit of Nelson City Council for the year ending 30
June 2017 and the manner in which officers propose to address them.

Nikki Harrison
Group Manager Corporate Services

Attachments
Attachment 1: A1775216 - Draft letter to Council on interim audit to 30 June

138
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Important considerations for decision making

1. Fit with Purpose of Local Government

Section 99 of the Local Government Act 2002 requires the audit of
information contained in the Annual Report and Summary and the interim
audit forms part of that audit process.

2. Consistency with Community Outcomes and Council Policy

This report supports the community outcome that Council provides
leadership.

3. Risk

There is more risk that Council will not meet all its responsibilities if the
recommendations from Audit NZ are not accepted and actioned.

4. Financial impact

There is no financial impact.

5. Degree of significance and level of engagement

This matter is of low significance because there are no decisions to be
made. Therefore no engagement has occurred.

6. Inclusion of Maori in the decision making process

Maori have not been consulted in preparation of this report.

7. Delegations

The Audit, Risk and Finance Subcommittee has the responsibility for
considering audit processes and management of financial risk. The Audit,
Risk and Finance Subcommittee has the power to make a recommendation
to Council on this matter.

M2705 1 39
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audit to 30 June 2017

8 June 2017

Rachel Reese

Mayor

Nelson City Council
PO Box 645
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 interim audit of Nelson City Council for the
year ending 30 June 2017

1

2.1

140

Introduction

We have completed our interim audit of Nelson City Council (the City Council) and
this letter outlines the work undertaken and the key findings from our audit. We have
also provided a separate letter to management, which sets out our detailed findings.

Work undertaken

Our interim audit primarily focused on updating our understanding of the City
Council’s control environment, including the internal controls in its key financial and
non-financial systems. Our assessment of key aspects of the overall control
environment is in section 2 of this letter. The work on the issues facing the City
Council this financial year which we identified in our audit arrangements letter is
covered in section 3 of this letter.

We have provided an overview of the content of our supplementary letter to
management, which sets out our more detailed findings in our interim audit in
section 4 of this letter.

Assessment of the control environment

The higher level environment

We performed a high level assessment of the control environment. This assessment is
for the purpose of planning the most effective and efficient audit approach, to enable
us to express an audit opinion on the City Council’s financial statements and the non-
financial information.

M2705



2.1.1

2.1.2

2.1.3

2.2

M2705

It is not the purpose of our assessment to provide you with assurance on internal
control in its own right. Our assessment will not necessarily identify and detect all
matters in relation to internal control.

However, in performing this assessment, we have identified some areas where we
believe the control environment can be enhanced. We reported the detail of our
recommendations in the supplementary letter to management.

The areas we considered during our high level assessment were:
Project Management

In the 2016 interim report, we noted that the City Council had made changes to its
organisational processes to make the management of its projects more effective.
However, our discussions with project management staff in the current year
identified that currently, there are no realisation, or post-implementation reviews
undertaken.

We understand that it is the intention of the project management team to implement
such reviews, and the timeframe for a review of this area is expected to be
August 2017.

We also understand that the project management policy has not yet been developed.

We will continue to monitor the City Council’s progress and its approach to project
management.

Internal audit

As part of the interim audit, we met with the City Council’s internal auditor. We
obtained and reviewed the internal audit plans and also discussed the progress of the
various reviews planned for the year. The work plan indicates that internal audit
intend to review a wide range of the City Council’s activities.

As part of the final audit, we will once again liaise with the internal auditor and
review any significant findings, as well as the impact of these findings on our audit
approach.

Other aspects of the control environment

We also updated our understanding of; the City Council’s processes for identifying
and managing conflicts of interest, and its governance structures.

No issues arose from this.

Internal controls in key systems

We reviewed the internal controls in place for key financial and non-financial
information systems. Internal controls are the policies and processes that are
designed, implemented and maintained by Council and management — to provide
reasonable assurance as to reliability and accuracy of financial and non-financial
reporting , as well as compliance with significant legislative requirements. Both
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4.1

4.2

“design effective”® and “operationally effective? internal controls are important to
minimising the risk of either fraud or misstatement occurring. The responsibility for
the effective design, implementation and maintenance of internal control rests with
the Council.

After reviewing the City Council’s systems of internal controls, we found that
generally design effective controls were in place. Where we tested these controls, we
found that they were operating effectively.

We identified some areas where the City Council should consider enhancing its
internal controls. These areas are outlined in our supplementary letter to
management.

Business risks/issues

The matters that we are paying particular attention to this year are outlined in our
audit arrangements letter. Given the nature of these matters, we will comment in full
on these matters in our final management letter. From our work to date no issues
have been identified.

Supplementary letter

We have provided management with a supplementary letter that outlines our findings
and recommendations about less significant and miscellaneous matters. The topics
covered in this supplementary letter include:

Internal controls

Detailed findings and recommendations in relation to the City Council’s systems of
internal control.

Matter raised in the prior year

A listing of recommendations made in 2016 in our letter to management and the
updated position in relation to each.

There are no issues arising from these that we need to specifically bring to your
attention.

We wish to thank the City Council for the assistance and cooperation extended during the
course of the audit. If you have any questions, please contact me on 021 222 8464.

Yours sincerely

1 Control is effective to either prevent or detect a material error in either the financial
statements and/or non-financial information. The control is “fit for purpose”.
2 Control has operated effectively throughout the period tested.
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Bede Kearney
Director
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Appendix 1: Explanation of priority rating system

Our recommendations for improvement and their priority are based on our assessment of how
far short the City Council is from a standard that is appropriate for the size, nature, and
complexity of its business. We have developed the following ratings for our
recommendations:

Urgent Needs to be addressed urgently
Major improvements These recommendations relate to a serious deficiency that
required exposes the City Council to significant risk. Risks could

include a material error in the financial statements and the
non-financial information; a breach of significant
legislation; or the risk of reputational harm.

Necessary Address at the earliest reasonable opportunity, generally

Improvements are necessary ~ Within 6 months
These recommendations relate to deficiencies that need to be
addressed to meet expected standards of good practice.
These include any control weakness that could undermine
the system of internal control or create operational
inefficiency.

Beneficial Address, generally within 6 to 12 months

Some improvement required These recommendations relate to deficiencies that result in
the City Council falling short of best practice. These include
weakness that do not result in internal controls being
undermined or create a risk to operational effectiveness.
However, in our view it is beneficial for management to
address these.
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Appendix 2: Prior year recommendation

Matters in progress

management system. This will allow the
City Council to better monitor the
performance of contractors and manage
project delays on an organisation-wide

and has obtained an initial quote for a
fully integrated contract management
system.

Recommendation Current status Priority
Contract management
Implement an integrated contract The City Council has started this process | Necessary

. ) . ] In progress
basis. It will also enable the City Council
to make more informed decisions
regarding contract renewals.
Matters that have been resolved
Recommendation Outcome

Risk Management

Adopt a risk management policy and a
risk matrix.

A draft risk management policy has been developed in
October 2016, which will be approved by Council at the
May 2017 meeting. It is intended that this will be a
comprehensive, organisation wide policy. Additionally,
a risk treatment and consequence document has been

developed.
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