Nelson City Council
te kaunihera o whakatu

AGENDA

Ordinary meeting of the

Audit, Risk and Finance Subcommittee

Tuesday 15 May 2018
Commencing at 9.00am
Council Chamber
Civic House
110 Trafalgar Street, Nelson

Membership: Mr John Peters (Chairperson), Her Worship the Mayor Rachel
Reese, Councillors Ian Barker and 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 Order 12.1:

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

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

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 whakatt

15 May 2018
Page No.
1. Apologies
Nil
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 13 February 2018 7 -15
Document number M3252
Recommendation
That the Audit, Risk and Finance Subcommittee
Confirms the minutes of the meeting of the Audit,
Risk and Finance Subcommittee, held on 13
February 2018, as a true and correct record.
6. Chairperson's Report
7. Status Report - Audit Risk and Finance
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Subcommittee - 15 May 2018 16 - 17
Document number R9278
Recommendation

That the Audit, Risk and Finance Subcommittee

Receives the report Status Report - Audit Risk and

Finance Subcommittee - 15 May 2018 (R9278)
and its attachment (A1753947).



Key Organisational Risks - 1st Quarterly Report
Calendar 2018 18 - 35

Document number R9223

Recommendation
That the Audit, Risk and Finance Subcommittee
Receives the report Key Organisational Risks - 1st
Quarterly Report Calendar 2018 (R9223) and its
attachment (A1951823).

Recommendation to Council

Corporate Report to 31 March 2018 36 -47
Document number R9198
Recommendation
That the Audit, Risk and Finance Subcommittee
Receives the report Corporate Report to 31 March
2018 (R9198) and its attachments (A1958594 and
A1956070).

Recommendation to Council

Internal Audit - Quarterly Progress Report to 31
March 2018 48 - 54

Document number R8842

Recommendation
That the Audit, Risk and Finance Subcommittee
Receives the report Internal Audit - Quarterly
Progress Report to 31 March 2018 (R8842) and its
attachment (A1949842); and

Approves the proposal to reduce the Internal
Audit Plan to 30 June 2018 by three audits.
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12,

13.
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Internal Audit - Summary of New or Outstanding
Significant Risk Exposures and Control Issues to 31
March 2018 55 - 60

Document number R9251
Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Internal Audit - Summary of
New or Outstanding Significant Risk Exposures
and Control Issues to 31 March 2018 (R9251) and
its attachment (A1950727).

Health Safety and Wellbeing Performance Report:
January to March 2018 61 - Error! Bookmark not defined.

Document number R9216
Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Health Safety and Wellbeing
Performance Report: January to March 2018
(R9216) and its attachment (A1946126).

Exclusion of the Public
Recommendation
That the Audit, Risk and Finance 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

14. Re-admittance of the public
Recommendation
That the Audit, Risk and Finance Subcommittee

Re-admits the public to the meeting.
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Audit, Risk and Finance Subcommittee Minutes - 13 February 2018

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 Tuesday 13 February 2018, commencing at 9.00am

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

In Attendance: Councillors M Courtney, P Matheson and B McGurk, Chief
Executive (P Dougherty), Group Manager Corporate Services
(N Harrison), Community Services Manager (C Ward), Senior
Strategic Adviser (N McDonald), Manager Organisational
Assurance and Emergency Management (R Ball), Internal
Audit Analyst (L Anderson), Risk and Procurement Analyst (S
Vaughan), Health and Safety Adviser (M Hughes), Manager
People and Capability (S Vincent), Manager Administration (M
Birch), Audit NZ Director (B Kearney), Audit NZ Associate
Director (J Coetzee) and Governance Advisers (P White and J
Brandt).

Apologies: Nil

1. Apologies

Her Worship the Mayor was not present at the commencement of the
meeting.

2. Confirmation of Order of Business

The Chairperson noted that Items 9 and 11 would be taken together as
both concerned Audit NZ.

3. Interests

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

4, Public Forum

There was no public forum.
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5. Confirmation of Minutes
5.1 14 November 2017
Document nhumber M3123, agenda pages 9 - 16 refer.
Resolved AUD/2018/001
That the Audit, Risk and Finance Subcommittee
Confirms the minutes of the meeting of the Audit,

Risk and Finance Subcommittee, held on 14
November 2017, as a true and correct record.

Barker/Dahlberg Carried

6. Status Report - Audit Risk and Finance Subcommittee -13
February 2018

Document number R8930, agenda pages 17 - 21 refer.
Resolved AUD/2018/002
That the Audit, Risk and Finance Subcommittee
Receives the Status Report Audit, Risk and Finance
Subcommittee 13 February 2018 (R8930) and its
attachment (A1753947).

Murray/Dahlberg Carried

7. Chairperson's Report

Attendance: Her Worship the Mayor joined the meeting at 9.08am.
The Chairperson gave a verbal report. He stated that he and the Group
Manager Corporate Services had reviewed the full Audit NZ letter to
management for the year ending 30 June 2017, and he was satisfied that
the matters, and responses to those matters, were appropriate. He
highlighted some key points in that letter.
Resolved AUD/2018/003

That the Audit, Risk and Finance Subcommittee

Receives the Chairperson’s report.

Peters/Dahlberg Carried
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8. Theatre Royal Loan
Document number R8838, agenda pages 22 - 41 refer.

Group Manager Community Services Chris Ward spoke to the report. He
noted that the Theatre Royal Trust had sent through the theatre’s capital
renewals programme to Council officers.

Mr Ward answered questions about Council’s debt cap, how Council had
treated other loans to not-for-profit organisations, the Theatre Royal’s
financial position overall and the planned maintenance schedule for the
theatre and how this would be funded.

Resolved AUD/2018/004

That the Audit, Risk and Finance Subcommittee

Receives the report Theatre Royal Loan (R8838)
and its attachments (A1898640 and A1906067).

Her Worship the Mayor/Dahlberg Carried

Recommendation to Council AUD/2018/005
That the Council

Agrees to take on the Nelson Historic Theatre
Trust’s loan of $632,256 from the Nelson Building
Society; and

Confirms that it expects the Nelson Historic
Theatre Trust to repay the full loan amount (total
$2,132,256); and

Agrees to increase the mortgage over the
building to $2,132,256; and

Sets the loan repayment terms for the Nelson
Historic Theatre Trust at $60,000 per year,
payable quarterly (commencing in September
2018), with payment terms subject to review
every five years.

Her Worship the Mayor/Dahlberg Carried
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Audit NZ - Letter to the Council on the audit for year ending
30 June 2017

Document number R8222, agenda pages 42 - 50 refer.

Audit NZ Director Bede Kearney and Associate Director Jacques Coetzee
spoke to the meeting.

The Subcommittee acknowledged and thanked Mr Kearney for his
working relationship with Council during his time as Director Audit NZ.

Resolved AUD/2018/006
That the Audit, Risk and Finance Subcommittee
Receives the report Audit NZ - Letter to the Council
on the audit for year ending 30 June 2017 (R8222)
and its attachment (A1891276).

Barker/Murray Carried

Audit NZ - Audit Engagement Letter for the Long Term Plan
2018-28

Document nhumber R8865, agenda pages 75 - 103 refer.

Audit NZ Director Bede Kearney and Associate Director Jacques Coetzee
spoke to the meeting, offered the report be taken as read and noted that
there was no statutory requirement for timing of the audit of the
Consultation Document, however the Long Term Plan must be audited by
30 June 2018. He said there was very little room for timetable slippage
due to the heavy workload for Audit NZ at this time.

Resolved AUD/2018/007
That the Audit, Risk and Finance Subcommittee

Receives the report Audit NZ - Audit Engagement
Letter for the Long Term Plan 2018-28 (R8865)
and its attachment (A1894901); and

Notes the subcommittee can provide feedback on
the Audit Engagement Letter to Audit NZ if
required and that the Mayor will sign the letter in
its current form.

Barker/Dahlberg Carried
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Tendering Processes - Follow Up Report
Document number R8832, agenda pages 51 - 74 refer.

The Subcommittee noted the changes that had been requested of Crowe
Howarth, and that the report as included in the agenda had incorporated
those changes. The Subcommittee also noted the elected members’
responsibilities under the Local Authorities (Members’ Interests) Act.

Resolved AUD/2018/008
That the Audit, Risk and Finance Subcommittee

Receives the report Tendering Processes - Follow
Up Report (R8832) and its attachments
(A1856124 and A1897197); and

Notes that all recommendations rated as high from
the 2016 Crowe Horwath Report have been
actioned.

Murray/Dahlberg Carried

Corporate Report to 31 December 2017
Document number R8857, agenda pages 104 - 114 refer.

Group Manager Corporate Services Manager Nikki Harrison presented the
report and answered questions on re-prioritisation and overspend on
capital budgets.

Resolved AUD/2018/009
That the Audit, Risk and Finance Subcommittee

Receives the report Corporate Report to 31
December 2017 (R8857) and its attachments
(A1903395 and A1904902).

Barker/Dahlberg Carried

Internal Audit Quarterly Report to 31 December 2017
Document nhumber R8869, agenda pages 115 - 117 refer.

Internal Audit Analyst Lynne Anderson presented the report.
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Resolved AUD/2018/010
That the Audit, Risk and Finance Subcommittee

Receives the report Internal Audit Quarterly
Report to 31 December 2017 (R8869) and its
attachment (A1894689).

Dahlberg/Murray Carried

14. Key Organisational Risks Calendar 2017 - 4th Quarterly
Report

Document number R8797, agenda pages 118 - 135 refer.

Risk and Procurement Analyst Steve Vaughan presented the report and
answered questions in regard to a number of risk areas. He offered a
correction to page 75 - in the first point this should read March, not
February.

Resolved AUD/2018/011
That the Audit, Risk and Finance Subcommittee
Receives the report Key Organisational Risks
Calendar 2017 - 4th Quarterly Report (R8797) and
its attachment A1895817.

Barker/Dahlberg Carried

15. Health, Safety and Wellbeing Performance Report, October -
December 2017

Document number R8871, agenda pages 136 - 152 refer.

The meeting adjourned at 11.09am and reconvened at 11.17am.

Health and Safety Adviser Malcolm Hughes presented the report and was
asked to consider that there were appropriate mechanisms to make all

elected members aware of the reporting, and what they could do if they
had questions in regard to their responsibility as Officers under the Act.

Resolved AUD/2018/012

That the Audit, Risk and Finance Subcommittee
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Receives the report Health, Safety and Wellbeing
Performance Report, October - December 2017
(R8871) and its attachment (A1895727).

Her Worship the Mayor/Barker Carried

16. Security Incidents at Council Libraries
Document number R8872, agenda pages 153 - 166 refer.

Health and Safety Adviser Malcolm Hughes presented the report and
responded to questions from the Subcommittee on appropriate actions in
response to the issues raised.

Resolved AUD/2018/013
That the Audit, Risk and Finance Subcommittee

Receives the report Security Incidents at Council
Libraries (R8872) and its attachment (A1848048).

Dahlberg/Peters Carried

17. Recruitment in a Tight Labour Market
Document number R8885, agenda pages 167 - 184 refer.
Manager People and Capability Stephanie Vincent presented the report
and responded to questions about whether there was a staff turnover

problem and whether there was a recruitment issue.

Attendance: Her Worship the Mayor left the meeting at 12.05pm.

Resolved AUD/2018/014
That the Audit, Risk and Finance Subcommittee

Receives the report Recruitment in a Tight Labour
Market (R8885) and its attachment (A1896279).

Dahlberg/Murray Carried

18. Exclusion of the Public

Resolved AUD/2018/015
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That the Audit, Risk and Finance 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 Reason for passing this Particular
of each matter resolution in relation to interests
to be considered each matter protected
(where
applicable)

1 Audit, Risk and
Finance
Subcommittee

Section 48(1)(a)

The public conduct of this

The withholding
of the
information is

Meeting - Public | matter would be likely to necessary:
Excluded result in disclosure of e To maintain
Minutes - 14 information for which good legal
November 2017 | reason exists under section 7. professional
privilege.
Barker/Murray Carried

The meeting went into public excluded session at 12.15pm.

Please note that as the only business transacted in public excluded was
to confirm the minutes, this business has been recorded in the public

minutes. In accordance with the Local Government Official Information
Meetings Act 1987, no reason for withholding this information from the

public exists.

Confirmation of Minutes

14 November 2017

Document number M3125, public excluded agenda pages 3 - 4 refer.

Resolved AUD/2018/016

That the Audit, Risk and Finance Subcommittee

Confirms the minutes of part of the meeting of the
Audit, Risk and Finance Subcommittee, held with
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the public excluded on 14 November 2017, as a
true and correct record.

Murray/Dahlberg

19. Re-admittance of the Public
Resolved AUD/2018/017
That the Audit, Risk and Finance Subcommittee
Re-admits the public to the meeting.

Murray/Dahlberg

There being no further business the meeting ended at 12.20pm.

Confirmed as a correct record of proceedings:

Chairperson

M3252
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Item 7: Status Report - Audit Risk and Finance Subcommittee - 15 May 2018

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

15 May 2018

REPORT R9278

Status Report - Audit Risk and Finance Subcommittee -
15 May 2018

1. Purpose of Report

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

2. Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Status Report - Audit Risk
and Finance Subcommittee - 15 May 2018
(R9278) and its attachment (A1753947).

Rebecca Terry
Governance Advisor

Attachments

Attachment 1: A1753947 - Audit Risk and Finance Subcommittee Status Report
- 15 May 2018 4
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Status Report - Audit Risk and Finance Subcommittee - 15 May 2018:

Item 7

Attachment 1
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Item 8: Key Organisational Risks - 1st Quarterly Report Calendar 2018

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

15 May 2018

REPORT R9223

Key Organisational Risks - 1st Quarterly Report Calendar
2018

1. Purpose of Report

1.1 To update the Subcommittee on progress with identifying and managing
key risks to the organisation’s objectives. The report is intended to assist
the governance role of the Subcommittee in overseeing the
organisation’s risk management.

2. Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Key Organisational Risks -
1st Quarterly Report Calendar 2018 (R9223) and
its attachment (A1951823).

3. Background

3.1 At its meeting on 13 February 2018, the Audit Risk and Finance
Subcommittee received and considered the previous quarterly report on
key organisational risks to Council’s objectives. In doing so it specifically
considered a number of matters including the level of risk to the
organisation’s overall objectives caused by the difficulty of recruitment in
a tight labour market.

3.2 The Subcommittee considered a separate report on this particular matter
at the meeting. The report set out the current employment climate,
particularly as this relates to the local area. The risks in relation this
have been reconsidered for this report, and further comment is included
below.

3.3 As with previous reports, this report is based on the organisation’s
existing business model - that is, as far as possible it is based on risk
management processes within each business unit. Since the last report
there have been some changes in business unit responsibilities and the
formation of one new group and some new business units. These include
a Strategy and Communications group and a now fully staffed City
Development unit. As a result, several senior management roles remain
to be filled.
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3.4

4.1

4.2

4.3

4.4

4.5

4.6

M3469

Notwithstanding recent organisational changes, most business units are
rapidly improving their risk management processes. However there is
still some work to be done to enable all units to apply the Council’s
criteria consistently, so making risk levels directly comparable between
units. There is therefore still an element of estimation from
Organisational Assurance observations and conversations in the attached
summary of key risks.

Discussion

Risk estimates are estimates of the possible effect of uncertain events on
the Council’s ability to achieve its objectives. These events have not
happened but may happen and so controls are, where required, put in
place to manage the level of risk. Bearing this in mind, there are a
number of changes to risk levels which the Subcommittee may wish to
consider.

Availability of people with the required expertise

In the report to previous meeting the Manager People and Capability
described the pressures facing the organisation in this area. There are
still vacancies to be filled in several units. This is particularly so in area
requiring specialists from a limited pool such as Infrastructure and
Environment. However an overview across the organisation suggests
that, looking forward, the risk to whole organisation remains at medium.

Legal compliance

In the previous report, the risks to the organisation as a whole in this
area were ranked as high. A number of the responses to this situation
have now started to flow through and a re-evaluation suggest that these
will have the effect of reducing this risk organisationally back to medium.

These responses include; a panel arrangement with several legal firms to
provide improved service at competitive rates (shared with Tasman
District Council), a change in emphasis in the way legal services are
provided internally, and better procedures for obtaining legal advice (still
being developed).

Notwithstanding this, the area remains a complex one. An informal
estimate undertaken with some help from the Society of Local
Government Managers (SOLGM) last year suggested that unitary
authorities such as the Council are subject to, or obliged to act under, in
excess of 300 separate statutes and regulations.

Information management
Local authorities are highly dependent on the accurate recording and
flow of information. For the Council this has presented two types of risk;

one in respect to managing and accessing records, and one in respect of
information technology.
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Item 8: Key Organisational Risks - 1st Quarterly Report Calendar 2018

4.7 It was noted in the last report that the Council had brought forward the
replacement of its core computer servers after an earlier than expected
increase in the incidence of failures in these (which were in any case
nearing end of life). This process is how complete. Benefits from this
change include the ability to access a fully replicated remote back up site
(in Hamilton) in a scenario where the Council’s onsite servers cannot be
accessed.

4.8 The Council is also in the process of seeking tenders for replacement of
desktop computers. The Council’s current operating system is Windows
7 which goes out of extended support in January 2020. To minimise the
impact and expense of supporting a mixed operating system
environment, all computers will be replaced by ones with the Windows
10 operating system - scheduled for completion by the end of August
2018.

4.9 In terms of records management, the Council has recently completed a
major overhaul of the way that the document management system is
organised in order to better meet user needs. This change has gone well
and the progressive transfer of existing documents to the new file plan is
underway.

4.10 Also in this area, the Council has for some time had relatively poor
systems for recording the contracts it lets. This problem is being
addressed by adding a module on to the Council’s financial management
software to monitor all contracts. We are currently acceptance testing
this module.

5. Options
5.1 It is recommended that this report be received as it will further improve

the Subcommittee’s understanding of the risks faced by Council and the
actions being taken to manage them.

Steve Vaughan
Risk & Procurement Analyst

Attachments

Attachment 1: A1946189 - Key Organisational Risk Report Quarterl Calendar
2018 4
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Important considerations for decision making

1. Fit with Purpose of Local Government

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

2. Consistency with Community Outcomes and Council Policy

This report describes risk management activity. Risk management at its
most fundamental is about achieving an organisation’s objectives (in this
case as set out in Nelson City Council’s planning documents) with
increased clarity, efficiency and effectiveness.

3. Risk

The report does not recommend a particular goal or objective to which
risks may be considered. It serves to provide information about Council’s
work in addressing those risks judged to be key to the organisation
achieving its objectives.

4. Financial impact

This is a report on work already underway as part of Council’s regular
management activity. Therefore there are no additional funding
implications.

5. Degree of significance and level of engagement

This matter is 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 responsibility for oversight
of organisational risk management.

M3469 2 1
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Attachment 1

Council’s Key Organisational Risks: Quarter 1 Calendar
2018

Revised April 2018

A1946189
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Attachment 1
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Item 9: Corporate Report to 31 March 2018

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

15 May 2018

REPORT R9198

Corporate Report to 31 March 2018

1.1

3.1

3.2

3.3

4.2

36

Purpose of Report

To inform the members of the Subcommittee of the financial results of
activities for the nine months ending 31 March 2018, compared to the
approved operating budget, and to highlight and explain any permanent
and material variations.

Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Corporate Report to 31
March 2018 (R9198) and its attachments
(A1958594 and A1956070).

Background

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

Unless otherwise indicated, all measures are against approved operating
budget, which is 2017/18 Annual Plan budget plus any carry forwards,
plus or minus any other additions or changes as approved by Council
throughout the year.

Officers have assessed budgets and applied a range of phasing
mechanisms depending on the nature of the expenditure to reflect the
timing of anticipated actual income and expenditure.

Discussion

For the nine months ending 31 March 2018, the activity surplus/deficits
are $5.1 million favourable to budget.

Financial information provided in Attachment 1 to this report includes:
4.2.1 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

M3469



4.3

5.1

5.2
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indicates whether the variance is increasing or decreasing and
whether that trend is favourable or unfavourable (green or red).

4.2.2 A grouping of more detailed graphs and commentary for
operating income and expenditure. The first set of charts and
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 is by activity.

4.2.3 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.

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

4.2.5 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.

4.2.6 Two capital expenditure graphs - The line graph records actual
expenditure against budget plus carryover (the initial budget),
approved budget (as amended by subsequent Council decisions),
and forecast (current understanding of most likely outcome). The
bar graph records year to date expenditure against approved
operating budget by activity.

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

Capital expenditure is $10.7 million under approved budget and
$264,000 more than current forecast for the Long Term Plan 2018-28
presented to Council workshops in late January (including vested assets
and NRSBU capital).

Storm damage costs

Council’s disaster recovery policy requires that the first $150,000
expenditure in each activity is funded from existing operating budgets.
Expenditure in excess of this, which can’t be covered by operating cost
savings, is funded through the disaster recovery fund. If there are
sufficient surpluses in the current financial year, the preference will be to
fund from that rather than raise loans through the disaster recovery
fund.

The disaster recovery fund is still in deficit after the 2011 event, but is
projected to be in surplus in Year 3 of the Long Term Plan 2018-28.
Council is currently rating for a $1 million per annum contribution to the
fund, and this increases to $1.5 million per annum through the long term
plan in recognition of the increasing frequency of such events.
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Subsidy will be recovered from NZTA where applicable, and insurance
claims will be made for sea wall damage (wharves), Rocks Road chains
and the Roding Bridge.

Estimated costs for recent storm events, including staff costs, (as at 27
April 2018) are as follows:

Event Spent to | Outstanding | 2018/19 | Total Other
27 April 2017/18 Purchase information

purchase orders
orders

1 Feb $209,000 $227,000 $296,000 | $732,000 | Excludes

storm remediation

surge cost for Airlie

St

11 Feb $121,000 $6,000 $170,000 | $297,000

rainfall

20 Feb $99,000 $2,000 $0 $101,000

Cyclone

Gita

Arlie Street remediation is currently estimated to be between $1 and
$1.5 million gross of NZTA subsidies and will be subject to a separate
report to Works and Infrastructure.

Options

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

Do not accept the recommendation.

Tracey Hughes
Senior Accountant

Attachments

Attachment 1:
Attachment 2:

38

A1958594 - Finance report to 31 March 2018 §
A1956070 - Major Projects Report I
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March 2018

RESULTS - CAPITAL EXPENDITURE

Attachmaent &

Excluding vested assets and NRSBU capital expenditure

NCC Capital Expenditure
to 31 January 2018

70 -
60 F.d

~m-Actual /
50 ~+—Budget plus carryover

—a—Approved budget /
40 ——Forecast

Dollars (million)

e

i

10

1] T

o

&
§°<(

Month

» & & & N S R R
3 & q@@ oé_daé o & ed“&db A R SIS
F 9

T 1

Capital Expenditure against Forecast
Budget by Activity

mActual = ¥TD Forecast Budget

o™
o

Mﬁ‘

9

0 1,000 2,000 3,000 4,000 5,000
Dollars (000)

A1958594M3469

Major vari (projects)
More detail on major capital projects can be found
in the major projects status report.

York Stream, Saxton Creek are ahead of phased forecast capex
Orphanage Stream and Maire Stream upgrade are behind the
phased forecasted capex

Behind budget (as currently phased) on most projects

Maost projects behind budget.

Neale Park PS upgrade and Sewer Pipe renewal running behind
forecast capex. Awatea Place ahead of phased forecast.

Project Maitai capex ahead of forecast

Maitai Walkway (Saltwater Creek Crossing), Maitai Footbridge
(cathodic protection), Pavement renewals, Retaining Walls,
Streetlight conversion to LED, CCTV renewal are behind phased
forecast.

Greenmeadows Centre ahead of phased forecast. Budget was
increased by 5590k in April, therefore not reflected in this result.

Trafalgar Centre additional projects ahead of current phasing;
Daelyn Land Purchase, Madellers Pond, Replacement of Benched
Seats

Behind forecast in Core System enhancements, Desktops, MVs.
Ahead of forecast in Civic House Renewal, IT Infrastructure Hosting
Investigaticn
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Active Construction Projects Summary Table

Projects in construction Projects to commence construction shortly
[Bromte Strest Foolpath Extensan (St lossph School] - Complsted MWWTR Desludging - Cating to landfill starting = May 2018
[Teafalgar Park Turf Upgrads - Completed [Farer Ralining (Bridge Strest, Alma St Jenner Road] - Construction Starting i Agnil 2018
|Grosorms Creeh = Waetiand Restoration fHile Strest East Stormswsater & Flood Protection = Construction stasting in buly 2018
[Main Rosd Steke - Stoke Pedestrian Refuge - Completed Mayland Pool Water Meating System Renswasl - Construction starting in May 2018

[Saxten Rosd Cubvert

[Maire Stream Bank Ercsion Repair

[Saxton Feld = Walkway | eycleway

[Servar Relining (Bridge Strest, Alms St Jeaner Rosd)
[Seismic Ressrvolr Strengthaning (Various Sites)
[Braak Hub - Gravel Parking Ares

Major Project Summary Table

Grean = on track against baseline, no major ssuss or risks. >90% confident in delivery against plan,
Yallow = moderate issues &/ raks exisl bul ate manageable. 30 to 30% confident in debvery against plan,
Red = high o axtrams npues Lfor ks reguining coractive aetion(s]. Less than 50% confident in delivery againet plan.

Milestons E
Project) Programime Forecast Total Spent _— _— _— Primary Report to Committes Scopaf
M Project Definition Mext Milestone |expected otal Total S 1 o date. 16/17 17f18 18/19 c " Time | Budget Banalit Issues & Risks Reasons
completion
[Flood Protection Activity
e ey g 1 compes
Santon Creek Upgrade [Upgrade stream channel snd undertake sssociated | Approved B.G. for ¥ . Warks i Stage I - Completed
MULTI-YEAR PROJECT |landscaging. LA Hill 5t Bridge W18 | £ 6,302,602 | £ 6202.602 | £4415373| £ 221280 | 5 40358 & Infrastructure | F2P9" ‘:":ﬂ:'r:‘m”z" Stage 2 - Land negotistions an-geing. Comstruction of Bridge to LA Hill 5t
o o start in 1018, Budget rephased sz part of LTR.
Blarch 2017.
Carryever nchaded
Committes Progress
Wark
Pile Streel East SW R o) & flo0d protection to mest sppropriste LOS, [0 iruction 18 |5 513100 | 5 900000 |5 78.670 | % 12,646 | § 60,000 | 3 772,904 erhe & Report in Hov 2017, n track, to commence in July 2018,
ood protection starts on site Trdrautrpetuse "
pproved by Coundil in Dec
20417
IConstouction of & trunk main from WTP to Brook End of Defects Warks &
a 4,017 &, o7 4, T34 & . i L] .
- X Liability Pariod Aug-18 $ 4007535 | § 4.954,704 | §4,954,72 1] 856,351 | § BO.000 | & Infrast HNons Project competed, 10 menth detects penad undervway,
Carryaver and sdditional
Funds previously imcheded E. b negotiations and have b protracted. Forecast of
Upgrade of the puble stesmuiater syslem to warve Comg . R Warks & b WAl Cammittes (2 insulficiant budget premardy due to lack of compatitive pricing within the
MULTI-YEAR PROJECT (future developmant potential. hmr::“ Ser-18 § 952,000 | 50600000 | 5 29653 | £ 8926 | esn696 | 3 Infrastrscture | Progress Report for 16 struction market, site complexibies and legal fees. Additmnal budge:
@ Fab 2007, Appraved by d tima e rephased a3 part of LTR.
Council o 23 Mareh 2017,
WET Tom
York Stream Chanmel Brogress Report to Councd
upgrads instal poi-ber ey o Kt 54 b E"L: “::;; May19 | 44,651,332 | 4 2,902,043 | 33,202,062 | ¢ 112,000 | 3 2608000 s ok o Jure 2017 approved Project complated, 17 manth defects period undsriay.
MULTI-YEAR PROJECT |2o0"48Y ' fulabiley niratractune | fdwional monay snd
£A
Whl Commattes QI
Heals Park sewer pump Fsdesvelcpmaent srd upgrade of Nesls Park Sever Prograss Report te Council
W e L Detabar 7. .
station upgrade ump station to reduce odour and provide peak m“ A Dec-18 | 46,863,580 | § 7,122,748 | $2.000,000 | ¢ 123068 | 4 3440663 | 3 1,116,728 mr:"“ N in Decernber 2007 P wall 017, Comstruction paried is approx
MULTI-YEAR PROJECT  [flaw pumping reguiremants, spproved rephating budget '
ko align with Construction,
Rocks Bd cycling and
wealking project Tasloprt of walking and cycling solution along |\ iy . 4 2.860,000 | % 2.860,000 | ¢ 270,689 | 3 4 3030689 | % e 8 g g g :t:;':““"" @augsions B NETA. Budget taphtsed
MULTI-VEAR PROJECT = Road. rastnscne e :
Rasnstate/ Ramediste Dave Track loliowing lindilip |End of Defects L ; Warks & .
Drays Track Recowvery i D 2011 raindall evant, Liability Pariod Jul-18 $ 421,084 | £ 471066 | § 465,266 | ¢ I|0.912 | 8 12526 | 3 Infra Mane Praject completed - 12 Month defects period underiay.
The Modellers pond was cleared in December 2017, Successful Modellers.
bald in early January 2018, Rescurce Consant 1o dose
Modellers Pand S&R Committes apgroved enhan vas '
IGranting of ; : Sports and pand with Distom as a trial lodged in February 2018. Trial to be
:D::::ﬂmt o Imprave Water guality and amenity of the pond. Ressurce Contant Apr-18 $ 317480 TRC $ 10000 )| % 831 | % 1.070.463 | & Recrestion I::wb:::::: ¥ undertaken over an 18 K . B § a3 part of LTP,
s g ' rial coats Migher than sxpected and under avaluation, Report o go to
and Coundd,
Comalete Community Counch appeoved
Greenmeadows Centre |Mew sports and community facilty in Stoke. e omstruction Jun-18 $5.717.430 | € 7100000 | § 5.700000 | 8 1521920 |4 4096080 | s = Slﬂ.u::l additional budget in March ¥ ¥ natruction underway. Completion date June Z018.
2010 .
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Milestone
£ Bams
Praject) Prog: Project Dafiniti Mext Milest ted otal Total Spent 16/17 Budget | 17/18 Budgst [18/19 Budget Primaary Report to Committes i Budgst & Risks R
Harme Jeti otal Spend |to dabe. Commities
Purchase land o improve acoess for walkers,
Daslyn Land Purchase [cychsts, and spen up view 3t end of Daslym Drive, |0 PUrchase NA $1,019400 | ¢ 695424 | ¢ 688006 | ¢ w0706 | ¢ 673890 | 3 .| Seettaand Cew *""""’;’ purthise Land purchase completed.
Provide addtional amendy space [comalesed Recreation in December 2017,
[Petions Community r reviewing options with the preferred tenderer a1 to abilty to
Quesns Garden Toilet  [Mew stand slone toilel Block within Quaesnt Garden, (aes May-18 $ 225220 s 225220)% 16025 % 16.025 | $ 196,378 | 3 B Sarvioss Nane lrvat
amaleted )
Santon Cycle Track Design and build 3 330m autdesr eveling NCC are & key stakeholder and contributing fundi. Praject managed by
- E . . 4, . facil Fab
(Reg 5 " ) . This i & TDC bead " Project Chose Out Jun-18 § 630,000 | 5 O7000 | § 63LIDD | & 23220 | § 174000 | 3 Saxton Field Mane - The jhy vins olficially n ary 2018,
Social Act
Coundil approved
NSOM upgrad Earthauske Strangthening ;‘:"""""" o Mar18 | $3.028.500 | $ 3708500 | % 3,549,355 | & 2585148 | & | s .| Communiy | ol budget in March Work nearing complation.
struction Services iy
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Item 10: Internal Audit - Quarterly Progress Report to 31 March 2018

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

15 May 2018

REPORT R8842

Internal Audit - Quarterly Progress Report to 31 March
2018

1. Purpose of Report

1.1 To update the Audit, Risk and Finance Subcommittee on the internal
audit activity for the quarter to 31 March 2018.

1.2 To seek approval for proposed changes to the Internal Audit Plan for the
year ended 30 June 2018.

2. Summary

2.1 The attached Quarterly Progress Report to 31 March 2018 (Attachment
provides information on activity relevant to the current Internal Audit
Plan.

2.2 The Chief Executive has expressed concern at the workload generated by
these audits and the risk of failure for Council to deliver business as
usual and its essential services if all the internal audits planned for the
remainder of the financial year continue as planned.

2.3 To mitigate this risk, it is proposed that three of the remaining audits
planned for this financial year should not be performed. These three
audit topics will be considered alongside other risks and organisational
capacity when the internal audit plan is developed for the 2018/19
financial year.

2.4 Approval is sought from the Audit, Risk and Finance Subcommittee for
this deviation from the original Internal Audit Plan.

3. Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Internal Audit - Quarterly
Progress Report to 31 March 2018 (R8842) and
its attachment (A1949842); and

Approves the proposal to reduce the Internal
Audit Plan to 30 June 2018 by three audits.
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5.2

5.3

Item 10: Internal Audit - Quarterly Progress Report to 31 March 2018

Background

Under Council’s Internal Audit Charter approved by Council 15 October
2015, the Audit, Risk and Finance Subcommittee requires a periodic
update on the progress of internal audit activities relative to any current
Internal Audit Plan approved by Council.

Further, section 8.2 of the Internal Audit Charter requires that the Audit,
Risk and Finance Subcommittee consider any proposed significant
deviation from the approved internal audit plan.

Discussion

The Internal Audit Plan approved by Council on 9 November 2017 is on
track however the Chief Executive has expressed concerns relating to the
build-up of actions from internal audit recommendations already
performed, and the capacity of the organisation to respond to all planned
audits for this financial year.

There is heavy reliance on the current scarce resources at management
level to remediate gaps found from internal audits. There are
consequential risks to Council if these officers are remediating risks from
internal audits in preference to ensuring their programmes of work and
related risks are carefully managed.

To address this consequential risk it is proposed that the audits in the
Table below should not be performed this financial year. These three
audit topics will be considered alongside other risks and organisational
capacity when the internal audit plan is developed for the 2018/19

financial year.

Internal Audits which it is Proposed should not be Performed
during the Year Ended 30 June 2018

Topic

Audit Objective

Rationale for
Delay

Impact of Delay

Record
Keeping
Strategy

To provide a level
of assurance to
Council regarding
the progress of
the strategy
against
milestones. If
progress is
behind indicated
timeframes, to
identify reasons
for this. Assess
whether any

The Record
Keeping Strategy
is active and
progressing, with
a major file plan
upgrade recently
completed. This
forms the
foundation for
improved
document
management
and goes some

The delay would
benefit this audit
as it gives time
for the new file
plan structure to
be imbedded and
thus its
effectiveness can
be better
measured at a
later date

M3469
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known
vulnerabilities are
being adequately
managed at each
stage of the

way to
addressing the
underlying
concern relating
to the document

strategic plan management
system
Property To identify the The risk There is no
Information | current status of | associated with significant impact
Management | transfer of failure of this from this audit
property project to meet being delayed. In
information target the interim, the
management timeframes is risk can be
impediments to not considered to | mitigated by
progress that be as high as Officers being
may result in those associated | reminded to take
significant risk to | with reallocating | care when
Council staff resource for | sharing hard
the audit copy property
files
Business Repeat audit. Work has been The work that
Continuity Confirm progress | completed has already been
Planning of responses to towards the completed on

recommendations
from prior
external audit,
and any actions
subsequently
approved by the
Senior
Leadership Team

mitigation of
risks identified in
the prior audit.
These require
testing during a
planned exercise
to assess
adequacy. The
exercise was
originally
planned for late
2017 but staff
resourcing
shortages and
two weather
events have
meant this has
had to be
delayed until July
2018.

An audit prior to
the exercise
taking place is
not considered to
be of sufficient
value.

mitigating risks
relating to major
business
interruption is
not insignificant.
However, it is
only when faced
with an incident
that the
effectiveness of
this work will be
assessed, so it is
likely that some
risk remains.
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Other audits in the Internal Audit Plan will proceed as planned (see progress in
the attached report). These include two which are to be performed by external
contractors:

5.4

5.5

6.

¢ Monitoring and Management of Contractor Performance; and
e Property and Facilities Maintenance Contracts.

The profile and value of internal audit will not be compromised by this
decision. Time which the Internal Audit Analyst would have spent
performing internal audits can be better utilised by supporting business
improvement across the organisation.

Council approved the formation of an Internal Audit Charter and role,
and the development of an Internal Audit Plan in order to assist with the
management of risk. Where there are changes in the organisation’s
business, risks, operations, programs, systems and controls, the Internal
Audit Plan may be adjusted. Any significant deviation from the approved
Internal Audit Plan will be considered by the Audit Risk and Finance
Subcommittee after seeking guidance from the Chief Executive.

Options

There is more risk from officers responding to internal audits than using this
time to address operational risks.

M3469

Option 1: Continue with Internal Audit Plan

Advantages e Risks may be identified from internal audits
which Management can then determine how
and when to treat

Risks and e The time commitment, both during and
Disadvantages following the internal audit, impacts
significantly on Management tiers where there
is a current resource deficit. This will
compromise the ability of those officers to
perform their other responsibilities

e Realistically there is no perceived benefit from
performing the ‘Business Continuity’ audit
prior to next financial year as the lessons from
the exercise will drive improvements

Option 2: Reduce the Quantity of Internal Audits

Advantages e Management can focus on delivering services
and managing the risks in their areas of
responsibility

e More value is added if the ‘Business Continuity’
audit is performed next financial year as the
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lessons from the exercise will drive
improvements

Time which the Internal Audit Analyst would
have spent performing internal audits can be
better utilised by supporting business
improvement across the organisation.

Risks and
Disadvantages

Currently ‘unknown’ risks may have been
identified during the three internal audits.

Lynn Anderson
Internal Audit Analyst

Attachments

Attachment 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. Internal
Audit is a tool to identify risks to the efficient and effective provision of
services as set out in section 10(1)(b) of the LG Act.

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 prudent management of risk, consistent with guidance
provided in Council’s Risk Management Policy.

3. Risk

When considering planned audits collectively, there is a high likelihood
that Council could suffer a moderate level of negative public reaction
resulting from its failure to assess and implement strong controls.
According to Council’s Risk Criteria this corresponds to a high risk. The
risks in relation to reducing the number of audits have been discussed in
the body of this document.

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 and
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 and internal audit.
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Item 10: Internal Audit - Quarterly Progress Report to 31 March 2018: Attachment 1

Quarterly Progress Report to 31 March 2018 for Audit, Risk Risk meeting 15 May 2018

Audit Ohbj v Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Progres Findings/Ratings Audit Conclusio
[Test compliance to Procurement Policy for renewals (Completed. To be presentedto  |To be advised To be advised following SLT presentation
v 7 SLT following SLT
{presentation

Annual Audit Plan - 2017-18 (Approved 9 November 2017)

To assess whether the quality of systems, processes and
documentation ensure contracts and their deliverables are
well managed, completed on time, meet budget and best

On target. Request for Propasals
(RFP) clased. Successful RFP
respondent to be selected and

practice [while appropriate to Nelson City Council's unigue v v notified week commencing 16
environment) April 2018. Audit planned for May,
June
Property & Facilities |To provide an assessment of whether adequate oversight On target. Reguest for Proposals
Maintenance and controls exist to ensure that services provided across (RFP) closed. Successful AFP
Contracts Council properties & facilities are pre-authorised, well respondent to be selected and
managed, align 1o Council's Asset Management Plans, E . notified week commencing 30

nternal Water Service
Audit Provision -
Analyst contamination

WA LR

niernal

necessary, aligned to other Councils of similar size, and cost-
effective for households and businesses

To test the level of nisk that legal water service targets may
not be met through the deliberate contamination of
Council's water supply network

April 2018, Audit planned for May,
June

Field work completed. Draft
report in progress

Repeat audit. Confirm status of recommendations from
prior audit and ensure contrels and process improvements
are working as intended

Adhoc

Completed.

|Medium - 3: Low -

ouncil's management of risk relating to the
nadvertent release of private information is
Xloping with increased awareness and
nderstanding. Risk exposure is not of

concern but there are areas where minor
mprovements can be made including a

ew of the senlority of the Privacy Officer
nd their level of practical involvement in
management of privacy risk

Analyst

|Assess the high-level risks of failure across the organisation
of the five control environment principles ([commitment to
integrity and ethical values; management philosophy &
loperating style, and organisational structure; assignment of
authority & responsibility; people & capability policies &
practices; competence of staff) to determine if there are
elements of the control environment which require a more
indepth audit

21: Low -8

[Council is committed to high ethical values
[demonstrated through its development of
health & safety, internal audit, and risk
management. There is still some way to go
to find the ideal balance between resource
[availability and meeting Council's desired
level of risk maturity.

AL1949842
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Item 11: Internal Audit - Summary of New or Outstanding Significant Risk
Exposures and Control Issues to 31 March 2018

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

15 May 2018

REPORT R9251

Internal Audit - Summary of New or Outstanding
Significant Risk Exposures and Control Issues to 31
March 2018

1. Purpose of Report

1.1 To update the Subcommittee on new or outstanding risk exposures
following Internal Audits included in the Internal Audit Plan to 31 March
2018.

2. Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Internal Audit - Summary of
New or Outstanding Significant Risk Exposures
and Control Issues to 31 March 2018 (R9251)
and its attachment (A1950727).

3. Background

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

3.2 Under section 9.4, the Audit, Risk and Finance Subcommittee requires a
periodic update of any significant risk exposures and control issues
identified from internal audits completed.

4. Discussion

4.1 Issues identified in the attachment, Summary of New and Outstanding
Significant Risk Exposures and Control Issues Identified from Internal
Audits, relate to internal audits performed to 31 March 2018.

4.2 The attached report shows two high risks outstanding from the report
presented to the Audit, Risk and Finance Subcommittee meeting of 8
September 2017. Details of progress on each are shown in the attached
report.
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Item 11: Internal Audit - Summary of New or Outstanding Significant Risk
Exposures and Control Issues to 31 March 2018

4.3 There have been an additional four high risks added this quarter from a
Control Environment audit performed since the last report. Details are in
the attachment.

5. Options

5.1 The recommendation is to receive the report and its attachments
outlining new or outstanding risk exposures from internal audits
performed to 30 June 2017 so that Council can demonstrate its
commitment to managing risks that may impact on the prudent, effective
and efficient management of Council and its resources.

Lynn Anderson
Internal Audit Analyst

Attachments

Attachment 1: A1950727 - Summary of New or Outstanding Significant Risk
Exposures and Control Issues 31 March 2018 §
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Item 11: Internal Audit - Summary of New or Outstanding Significant Risk

Exposures and Control Issues to 31 March 2018

Important considerations for decision making

Fit with Purpose of Local Government

Council has chosen to undertake internal audits to help meet its purpose
to meet the current and future needs of communities for good-quality local
infrastructure, local public services, and performance of regulatory
functions in a way that is most cost-effective for households and
businesses.

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 prudent management of risk, consistent with guidance
provided in Council’s Risk Management Policy.

Risk

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

Financial impact

The recommendation will not have any significant financial impact.

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 and
no engagement has been undertaken.

Inclusion of Maori in the decision making process

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

Delegations

The Audit, Risk and Finance Subcommittee has the responsibility for audit
processes and the management of financial risks and internal audit.

M3469
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Summary of New or Outstanding Significant Risk Exposures and Control issues Identified from Internal Audits - 31 March 2018

Audit

Business Continuity
Planning

Delegations

Findings Impact Rating Recommendations Progress
(1) There was a Business Impact Analysis (BIA) In the event of a large disruptive High (1) Conduct Council wide BlAs; (2) (1) Conduct Council wide BIAs — basic plans developed, need to be tested in
performed in 2009 as part of an IT Disaster Recovery event (for example an earthgquake) Develop a Crisis Management Plan or  |exercise setting and then progressed further: Business impact analysis
Plan but this is outdated and the order of priority could |[this often results in large scale loss structure; (3) Establish Crisis undertaken and resulting priorities for restoration/continuation of Council
be flawed. There is no clearly defined BIA review period; Jof key services such as water Management Team roles and services agreed by Senior Leadership Team for exercise Te Pou Hiko
(2) There is no defined Crisis Management Plan or supply, waste. While there is a low responsibilities; (4) Develop Business  |(2) Develop a Crisis Management Plan or structure — some elements exist,
structure which can lead to the selection of likelihood of these events occurring, Continuity Plan and priority ranking of service restoration undertaken. Further development
inappropriate recovery strategies and misuse of Council's ability to respond rests to and drilling of emergency evacuation procedures has been done. The Council
resources and support; (3) There is no defined Crisis a considerable extent in its has adopted a ‘lean” model of major disruption response and this will be
Management Team which can lead to confusion and preparedness for this. tested by Exercise Te Pou Hiko. Model consists of operating procedure for
uncertainty during an event; (4) Business continuity Incident management (corporate level and Business Unit by Business Unit
planning should be standardised throughout the skeleton response objectives and plans.
organisation to ensure consistency and simplicity. A plan (3) Establish Crisis Management Team roles and responsibilities — this has
was found for Payroll but it was limited and lacked been established in procedure library. Requires discussion with new Chief
critical components. Other business units may have Executive regarding roles and further testing in exercise. Learnings from
similar strategies but these were not sighted (5) While Cyclones Fehi and Gita.
members of an Incident Management Team have been (4) Develop Business Continuity Plan — Business Unit by Business Unit
identified, their roles and responsibilities are not clearly disruption response skeleton plans developed. Will be tested against
defined or included in an Incident Management Plan corporate response procedures in exercise Te Pou Hiko
(this finding considered a duplication).
The project management delegations CE2 and CE3 apply |Project delays can occur outside High Senior Leadership Team/Acting Chief This was delayed pending the appointment of the new Chiefl Executive.
to expenditure against project budgets only where Council's control while waiting for Executive considers requesting from Direction has been given by the Chiel Executive that within certain
expenditure is within the Long-Term Plan/ Annual Plan. |approval for changes to project Council the delegation to allow a constraints, decisions on allocating additional budget to a project,
Experience with projects is that there can be budget and phasing. The delays budget and project phasing tolerance  |adjustments to project and budget phasing, and extending a project end
unexpected changes such as increases in costs, changes [increase the likelihood of carryover ta enable efficient decision making on  |date, can be made by Council Management. Outside of these constraints,
to the planned timing of works, requests for additional [of budget and work, reducing staff project change requests. requests for additional budget need to be approved by Council. A reporting
scope, and new requirements for increased guality. capacity to deliver the planned framework is to be put in place to ensure committees are kept informed of
Changes that cannot be accommodated within the work programme for the progress and changes in relation to the delivery of the capital works
budget and timing as per the Long Term ar Annual Plan  |[subsequent year. programme. No delegation changes related to this matter are to be sought
must be recommended by the relevant Committee and prior to the next scheduled delegations review post October 2019,
resolved by Council. Management approvals are Infrastructure Group project governance framework is being updated, and
required before submitting an item to Committee. On examples of reporting to committees are being worked on, to be reviewed
average the complete decision-making process takes and approved by the Senior Leadership Team. These items are on track for
nine weeks. The delays this causes to project delivery completion by end June 2018,
can be out of proportion in comparison with the level of
significance.

A1G50727
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Summary of New or Outstanding Significant Risk Exposures and Control issues Identified from Internal Audits - 31 March 2018

Audit Findings

Control Environment 2.1 The line between governance and operational
management has become blurred at Nelson City

Council.

Impact

Council decisions can be sub-
optimal without the necessary
independent expert advice, Officers
can lose confidence and only offer
recommendations to Council that
they know will be accepted.

Rating

High

Recommendations

To a large extent separation should
occur as Council gains confidence in the
new Chief Executive. This should be a
goal of both Council and the Chief
Executive. It may be necessary for
Elected Members to receive
independent guidance from an external
provider to further their understanding
of the challenges caused when these
wvital roles are not separated.

Progress

Councillors have participated in the Local Government Equip Governance
Diagnostic programme which provides for 360 degree feedback

Control Environment

3.1 To date, clause 6.2 of the Risk Management Policy is
not being applied consistently across Council “The Chief
Executive is responsible for ensuring that this policy is
actioned across the organisation in @ consistent manner
and specifically that appropriate risk management is
applied to all forms of planning and decision making.
This includes allocating sufficient resources .

Decisions may be made without
understanding the level of
uncertainty involved.

High

The Senior Leadership Team should
formally address their concerns relating
to the current Risk Management Palicy
and its implementation. The outcome
should be an agreed approach that is
clearly driven by this Team.

Additional staff resourcing has been included in the Long Term Plan that
should lead to less pressure for officers to plan or make decisions without
appropriate consideration of risks. See 3.2 below re the Senior Leadership
Team workshop

Control Environment

3.2 Under the Risk Management Policy, any Officer
advising a decision maker must identify and understand
associated risks. The audit found there is generally a low
level of risk maturity across Council. Business Unit risk
registers vary in their completeness and review and
there is no central risk register for Senior Management
and Council to have oversight. While there is a risk
framework, the risks are not fully understood or applied
by Officers so that often a robust risk assessment will
not be performed. To some extent this low level
maturity could be directly attributed to the current state
of ‘busyness’. But it could also be a change management
issue where Officers have not yet been persuaded of
the benefits of the new risk based approach, or that the
risk framework is too time consuming, not practical, or
cannot be applied in all situations.

Decisions may be made without
understanding the level of
uncertainty involved.

High

It is recommended that some urgency
is given to a review which considers
whether the change management
procedures for risk management
implementation, and for those used
generally across the organisation, are
best practice. The method and timing
for embedding risk management
principles into the organisation should
be formalised. It may be helpful to
consider a formal implementation and
training plan, designed collaboratively
by the Risk & Procurement Analyst and
the Senior Leadership Team with
assistance from People & Capability.

The Senior Leadership Team has considered the level of advice on risks
currently provided in reports to Council and Committees where substantive
decisions are required. The Risk & Procurement Analyst (RE&PA) has been
directed to improve the guidance provided to report writers in the template
for standard reports to Council. Approval is being sought from senior
leadership prior to updating the report template, The R&PA has also been
directed to run an updated version of the workshop Risk Management for
Decision-Makers for the Senior Leadership Team (date still to be
determined).

A1950727
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Summary of New or Outstanding Significant Risk Exposures and Control issues Identified from Internal Audits - 31 March 2018

Audit

Control Environment

Findings

3.6.2 Legal risk assessment: Understanding legal risk is
difficult for all Councils which must comply with a
multitude of legalities on a daily basis. Officers are
clearly conscientious but legal knowledge and the
awareness that the matter under consideration has legal
implications, varies considerably throughout the
organisation,

Impact

Legal action against Council where
Council has failed to understand the
possibility that legal action may be
used by an opponent as a means of
attempting to change a course of
action. Loss of reputation,
unnecessary rework required,
financial costs.

Rating

Recommendations

Consider LawVu or a similar legal
instruction management tool which
manages legal instructions, allows
oversight by the legal adviser of all legal
ratters in progress, and allows
reporting on these. Consider a review
of current practices that are creating
undesirable legal risk and adjust
procedure library where necessary.
Communicate any changes and review
legal training programme for all or
targeted staff if necessary

Progress

The legal adviser is meeting with LawVu on 2 May for preliminary
discussions. Council considered that legal risk is like any other risk and should
be managed using Council’s Risk Management Policy and Criteria. The
current Compliance Policy is to be reviewed in June to align with Council's
Risk Management Palicy. Procedures will be updated to reflect and to inform
officers. The Chief Executive now requires that any advice to Council which
has a significant legal component is to be reviewed by Council’s legal advisor.

A1950727
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Item 12: Health Safety and Wellbeing Performance Report: January to March

2018

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

15 May 2018

REPORT R9216

Health Safety and Wellbeing Performance Report:
January to March 2018

1.1

1.2

2.1

2.2

4.1

M3469

Purpose of Report

To provide the Subcommittee with a quarterly report of health, safety
and wellbeing data collected over the January to March quarter of 2018.

To update the Subcommittee on key health and safety risks, including
controls and treatments.

Summary

Health, safety and wellbeing performance data reports provide an
overview of health and safety performance based on key lead and lag
indicators. Where a concerning trend is identified more detail is provided
in order to better understand issues and implement appropriate controls.

Reporting on key health and safety risks provides further depth and
detail to the health and safety risks reported in the organisational risk
report.

Recommendation
That the Audit, Risk and Finance Subcommittee

Receives the report Health Safety and Wellbeing
Performance Report: January to March 2018
(R9216) and its attachment (A1946126).

Background

Councillors, as ‘Officers’ under the Health and Safety at Work Act 2015
(HSWA), are expected to undertake due diligence on health and safety
matters. Council’s Health and Safety Governance Charter states that
Council will receive quarterly reports regarding implementation of health
and safety. Council has delegated the responsibility for health and safety
to the Audit, Risk and Finance Subcommittee.
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5.1

5.2

5.3

5.4

5.5

5.6

5.7

5.8

5.9

5.10

62

2018
Discussion
Data Reports

An incident of note is the near drowning of a child at Nayland Swimming
Pool. The child made a full recovery and a comprehensive investigation
report has been provided by the contractor.

The investigation report showed that the contractor had effective
procedures and well trained staff who responded appropriately and
probably saved the child’s life.

The data relating to matters raised by staff during consultations with
Workplace Support has been removed from this report. The level of
information able to be provided while maintaining required confidentiality
did not clearly identify areas of concern.

Key Health and Safety Risk Update

Key health and safety risks have been assessed to remain as medium
risks apart from ‘customer aggression threatening the health and safety
of those who work for and with Council’. This risk remains assessed as
high. As further controls are implemented it is expected that this will
move to medium.

Where new treatments have been planned or have been implemented as
controls since the last report this is indicated by red text in the
attachment.

General work programme

Governance activities

During this reporting period Mayor Reese participated in a site visit to the
Nelson School of Music. Councillor Walker visited the Neale Park pump

station project in early April.

Council officers are preparing a schedule of possible workplace visits for
Councillors.

Other activities
Asbestos management plans have been developed for Council
workplaces. There is ongoing work on improving the level of information

in these plans.

The Bristol Freighter display aircraft at Founders Heritage Park has been
closed to the public while the level of asbestos hazard within the fuselage
is accurately assessed.

There has been an increase in focus on prevention and management of
Discomfort, Pain, Injury (DPI) caused by book handling in libraries.
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2018

5.11 Emergency procedures for Council workplaces have been revised and
introduced to library staff and the Health and Safety Committee.

5.12 Libraries management are completing a ‘crisis resilience workshop’ in
May. This workshop is provided by an external consultant and will help
libraries to develop best practice plans for response to violent situations.

5.13 A clarified process for dealing with homeless people has been utilised on
several occasions in Council Parks recently. This has included the use of
trespass notices when other options have not been successful.

Malcolm Hughes
Health and Safety Adviser

Attachments

Attachment 1: A1946126 - Health, safety and wellbeing performance report -
Jan Mar 2018 §
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