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te kaunihera o whakatu

Notice of the Ordinary  meeting of
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Date: Tuesday 11 August 2020

Time: 1.00p.m.

Location: Council Chamber, Civic House
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Rbrangi take

Chairperson Mr John Peters

Members Her Worship the Mayor Rachel Reese
Cr Judene Edgar
Mr John Murray

Cr Rachel Sanson

Quorum 2 Pat Dougherty

Chief Executive
Nelson City Council Disclaimer

Please note that the contents of these Council and Committee agendas have yet to be considered by Council
and officer recommendations may be altered or changed by the Council in the process of making the formal
Council decision. For enquiries call (03) 5460436



Areas of Responsibility

fCouncil 6s Treasury policies

fCouncil 6s Annual Report

9 Audit processes and management of financial risk

1 Monitoring organisational risks, including debtors and legal
proceedings

T Internal audit

1 Health and Safety

1 Any matters raised by Audit New Zealand or the Office of the
Auditor -General

Powers to Decide

9 None

Powers to Recommend to Governance and Finance Commi ttee

1 To write off outstanding accounts receivable or remit fees and

charges of amounts over the Chief Execut.i
9 Any matters within the areas of responsibility or such other matters

referred to it by the Council

Powers to Recommend to Council

TfTAdoption of Council és Annual Report

For the Terms of Reference for the Audit and Risk Subcommittee please refer to
document A1437349.
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Audit and Risk Subcommittee

%Nelson City Council
Te Kaunihera o Whakatu 11 August 2020
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 21 May 2020 8 -14
Document number M9879
Recommendation
That the Audit and Risk Subcommittee
1. Confirms the minutes of the meeting of the
Audit and  Risk Subcommittee, held on 21 May
2020, as a true and correct record.
6. Chairperson's Report 15 - 16
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Document number R18151
Recommendation
Thatthe Audit and Risk Subcommittee

1. Receives the report Chairperson's Report
(R18151)



7.
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Audit New Zealand - Audit Engagement Letter
Document number R18115
Recommendation

That the Subcommittee

1. Receives the report Audit New Zealand

- Audit

Engagement Letter (R18115 ) and its

attachment (A2409696); and
2. Notes that following feedback from the
and Risk Subcommittee, Her Worship the

will sign the Audit Engagement letter to Audit
NZ.

Annual Tax Update
Document number R14819
Recommendation

That the Audit and Risk Subcommittee

Audit
Mayor

1. Receives the report Annual Tax Update

(R14819 ) and its attachments (A2415912,
A2358418 and A2417124).

Interim Audit Report for the year ending 30 June
2020

Document number R14821
Recommendation
Thatthe  Audit and Risk Subcom mittee
1. Receives  the report Interim Audit Report for

the year ending 30 June 2020 (R14821
its attachment (A2414826); and

17 - 31

32 - 83

84 - 108

) and

2. Notes  the suggested responses to the

recommendations (as per A2414826).



10.

11.

12 .

13 .

M13035

Health, Safety and Wellbeing Report, January to
June 2020 109 - 126

Document number R18135
Recommendation
That the  Audit and Risk Subcommittee

1. Receives the report Health, Safety and
Wellbeing Report, January to June 2020
(R18135 ) and its attachment (A2404161).

Key Organisational Risks Report - 01 January to 30
June 2020 127 - 158

Document number R14813
Recommendation
That the Audit and Risk Subcommittee

1. Receives  the report Key Organisational Risks
Report - 01 January to 30 June 2020 (R14813)
and its attachment (A2415845).

New and Outstanding Significant Risk Exposures
and Control Issues Identified from Internal Aud its -
30 June 2020 159 - 162

Document number R14818
Recommendation
Thatthe  Audit and Risk Subcommittee
1. Receives  the report New and Outstanding
Significant Risk Exposures and Control Issues

Identified from Internal Audits - 30 June 2020
(R14818 ) and its attachment ( A2417196 ).

Internal Audit - Quarterly Progress Report to 30
June 2020 163 - 168

Document number R18111

Recommendation



Thatthe  Audit and Risk Subcommittee
1. Receives thereport Internal  Audit

Progress Report to 30 June 2020
and its attachment (A2408483 )

14 . Bad Debt Writeoff - Year Ending 30 June 2020
Document number R14820
Recommendation
Thatthe  Audit and Risk Subcommittee
1. Receives  the report Bad Debt Writeoff

Ending 30 June 2020 (R14820 ).

Recommendation to Governance and Finance Committee

- Quarterly
(R18111)

169

- Year

That the Governance and Finance Committee

1. Approves the balance of $20,462.37 excluding

GSTowingby  Concrete & Metals Ltd
off as at 30 June 20 20.

CONFIDENTIAL BUSINESS
15. Exclusion of the Public
Recommendation

Thatthe Audit and Risk Subcommittee

be written

1. Excludes the public from the following parts of

the proceedings of this meeting.

2. 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

sect ion 48(1) of the Local Government Official
Information and Meetings Act 1987 for the

passing of this resolution are as follows:
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Item General subject of
each matter to be

considered

2 Quarterly Update

On Debts - 30
June 2020

4 Quarterly update
on legal
proceedings

Reason for passing
this resolution in
relation to each

matter

Section 48(1)(a)

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

Section 48(1)(a)

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

Particular interests
protected (where
applicable)

The withholding of the
information is necessary:
9 Section 7(2)(a)
To protect the privacy
of natural persons,
including that of a
deceased person
9 Section 7(2)(g)
To maintain legal
rofessional privilege

The withholding of the
information is necessary:
T Section 7(2)(g)
To maintain legal
professional privilege
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Audit and Risk Subcommittee Minutes - 21 May 2020

Nelson City Council
te kaunihera o whakatu

Mi nutefs a meeotfi nguwdi t and Ri sk Subcommittee

Hel d vi a -vAusdu aol (Zoom)

OnThursday 21 Mayc@m@m@aéncid.gl bapg.. m

Present: Mr J Peters (Chairperson), Her Worship the Mayor R Reese
Councillor s J Edgar and R Sanson , and Mr J Murray

In At tendance: Chief Executive (P Dougherty ), Group Manager Environmental
Management (C Barton), Group Manager Corporate Services
(N Harrison), Governance Adviser (E -J Ruthven), and

Governance Support (K McLean)

Apologies : Nil

1. Apologies
There were no apologies.
2. Confirmation of Order of Business
There was no change to the order of business.
3. Interests
There were no updates to the Interests Register.

Her Worship the Mayor subsequently declared an interest in relation to
discussion regarding item 2 on the confidential agenda, Reserves

Contributions for Unit Titles i Breakdown of Discrepancies.
4. Public Forum
4.1 Scott Syndicate Development Company L td - The Calculation of Reserve

Contribution for Unit Title Developments

Mr Craig Dennis spoke on behalf of Scott Syndicate Development
Company Ltd. He noted his concerns regarding the financial contribution
methodologies in relation to the Bett Carpar k and Malthouse Lane
developments he had been involved with. He emphasised equity and
fairness principles, and the need for different parties to be treated in the
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Audit and Risk Subcommittee Minutes - 21 May 2020

same manner with regards to financial contributions related to
developments.

Mr D ennis also spoke about the 2018 updates to the Development
Contributions Policy. He explained that changes to the Policy acted as a
disincentive for inner city developments, aside from those at the highest
end of the market.
5. Confirmation of Minutes
5.1 18 February 2020
Document number M6695, agenda pages 7 - 13 refer.
Resolved AR/2020/ 012
That the Audit and Risk Subcommittee
1. Confirms the minutes of the meeting of the
Audit and Risk Subcommittee, held on 18

February 2020, as a true and correct re cord.

Murray/Edgar Carried

Attendance: Councillor Sanson left the meeting at 4.30p.m.

6. Chairperson's Report
Mr Peters gave a verbal Chairpersonots |
He noted that risk factors now included the Covid -19 pandemic and its

consequences, and spoke about the financial health and resilience of

Council and the Nelson community. He emphasised the need for

continued prudent financial oversight and high standard s of governance
as Council responded to the Covid -19 pandemic.

Resolved AR/2020/ 013
That the Audit and Risk Subcommittee

1. Receives the ver bal Chairpersonds Rep:¢

Peters/Murray Carried

7. Audit NZ: Audit Plan for year ending 30 June 2020
and Audit Proposal Letter

Document number R14857, agenda pages 14 - 41 refer.

Manager Finance, Clare Knox, presented the report, and Auditor John
Mackey, from the Office of the Auditor - General, joined the meeting.
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Audit and Risk Subcommittee Minutes - 21 May 2020

Mr Mackey spoke about how the audit process would be affected as a

result of Covid -19. He answered questions regarding the challenges in

establishing valuations, given the uncertainties arising from Covid -19,

the | ikely timeframe for the Council dés audit
proposed audit fe e increase. He undertook to provide further advice

regarding mitigating and managing construction contract risks,

particularly with regards to Crown Infrastructure Fund projects.

Attendance: Councillor Sanson returned to the meeting at 4.55p.m.

Ms Knox a nswered further questions regarding how Council Controlled
Organisations were identified in the Annual Report.

Resolved AR/2020/ 014
That the Audit and Risk Subcommittee

1. Receives the report Audit NZ: Audit Plan for year ending
30 June 2020 and Audit Proposal Letter (R14857 ) and
its attachments (A2376650 and A2381428).

2. Notes the Subcommittee can provide feedback on the
Audit Proposal Letter to Audit New Zealand if required,
noting the Mayor will sign the letter once the
Subcommi tteeds feedback has been

Sanson/Murray Carried

8. COVID -19: Assessment of Financial Risk to Annual
Plan 2020/21

Document number R17017, agenda pages 42 - 46 refer.

Group Manager Corporate Services, Nikki Harrison, presented the report.

She answered questions regarding the proposed deferral of fee

increases, the proposed drawdo  wn on the Disaster Recovery Fund, how

the best and worst case scenario and base case assumptions were

reached, rates collection, and Council s bor

Resolved AR/2020/ 015
Thatthe Audit and Risk Subcommittee

1. Receives the report COVID -19 : Assessment of Financial
Risk to Annual Plan 2020/21 (R17017 ) and its
attachment (A2372220).

Edgar/Sanson Carried
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M9879

Audit and Risk Subcommittee Minutes - 21 May 2020

Health Safety and Wellbeing Report, COVID -19
Response, April 2020

Document number R16993, agenda pages 47 - 60 refer.

Health and Safety Adviser, Malcolm Hughes, presented the report. He
answered questions regarding Council
support available in relation to officers and elected members working
from home, the extensive hours worked by some officers during the

Covid -19 lockdown, and the consequential risks of exhaustion, and

6s heal't

mental health risks in relation to COvid -19.
The Subcommittee requested a vote of thanks
Health and Safety officers for work undertaken during the Covid -19
pandemic.
Resolved AR/2020/ 016
That the Audit and Risk Subcommittee
1. Receives the report Health Safety and Wellbeing Report,
COVID -19 Response, April 2020 (R16993 ) and its
attachment, COVID T 19 Activities and Controls
Overview (A2380485); and
2. Records a vote of thanks to Council
officers for the work undertak en during the Covid -19
pandemic.
Sanson/Edgar Carried

Internal Audit Quarterly Progress Report to 31
March 2020

Document number R14817, agenda pages 61 - 65 refer.

Internal Audit Analyst, Lynn Anderson, presented the report. She

answered questions regarding audit and business improvement work
undertaken, and Manager Governance and Support Services, Mary Birch,
answered questions regarding El ected

Resolved AR/2020/ 017
That the  Audit and Risk Subcommitte e
1. Receives  the report Internal Audit Quarterly Progress

Report to 31 March 2020 (R14817) and its attachment
(A2365059).

Member s

Edgar/Sanson Carried

11
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13.
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Audit and Risk Subcommittee Minutes - 21 May 2020

Draft Internal Audit Plan for year to 30 June 2021
Document number R14816, agenda pages 66 - 73 refer.

Internal Audit Analyst, Lynn Anderson, presented the report. She noted
that the reference in paragraph 4.6.1 to a self -assessment being
presented to this meeting should refer to the next Subcommittee

me eting.

Ms Anderson answered questions regarding the proposed plan, taking
into account the uncertainties created by Covid -19.

Resolved AR/2020/ 018
That the Audit and Risk Subcommittee

1. Receives thereport Draft Internal Audit Plan for year to
30 June 2021 (R14816 ) and its attachment
(A2357411).

Murray/Sanson Carried

Recommendationto  Governance and Finance  AR/2020/ 019
That the Governance and Finance Committee

1. Approves  the Draft Annual Internal Audit Plan for the
year to 30 June 2021 (A2357411).

Murray/Sanson

The meeting was adjourned from 6.02p.m until 6.07p.m.

Reserves Contributions for Unit Titles - Final Report
Document number R16954, late items agenda pages 4 - 13 refer.
Internal Audit Analyst, Lynn Anderson, presented the report. She

answered questions regarding the valuation process for quantifying
Council 6s |l oss of reserve contlculatitnswas on s,

able to occur over a number of years, and changes in practice to ensure
the error would not occur again in the future.

Resolved AR/2020/ 020
That the  Audit and Risk Subcommittee

1. Receives  the report Reserves Contributions for Unit

Titles - Final Report (R16954 ) and its attachment
(A2369193).
Her Worship the Mayor/Edgar Carried
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Audit and Risk Subcommittee Minutes - 21 May 2020

14 . Exclusion of the Public
Resolved AR/2020/ 021
That the Audit and Risk Subcommittee

1. Excludes the public from the following parts of
the proceedings of this meeting.

2. 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:

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

2 Reserves Section 48(1)(a) The withholding of the
Contributions for information is necessary:
Unit Titles - The public conduct of 1 Section 7(2)(g)
Breakdown of this matter would be To maintain legal
Discrepancies likely to result in professional privilege

disclosure of 1 Section 7(2)(h)
information for which To enable the local
good reason exists authority to carry out,
under section 7 without prejudice or
disadvantage,
commercial activities
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Audit and Risk Subcommittee Minutes - 21 May 2020

Item General subject of Reason for passing Particular interests
each matter to be this resolution in protected (where
considered relation to each applicable)
matter
good reason exists To maintain legal
under section 7 professional privilege
The meeting went into public excluded session at 6.25p.m. and resumed

in public sessionat  7.03p. m.

RESTATEMENTS

It was resolved while the public was excluded:

PUBLIC EXCLUDED: Reserves Contributions for Unit Titles -

Breakdown of Discrepancies

That the Audit and Risk Subcommittee

2. Aagrees that the report Reserves Contributions for
Unit Titles 1 Breakdown of Discrepancies (R16985)
and its attachment (A2346183) remain confidential
at this time.

CONFIDENTIAL : Quarterly Update On Debts - 31 March 2020

That the  Audit and Risk Subcommitt ee

2. Aagrees that the Report (R16960) and its attachment
(A2216183) remain confidential at this time.

There being no further business the meeting ended at 7.04p.m.

Confirmed as a correct record of proceedings:

Chairperson

Date
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Iltem 6: Chairperson's Report

Nelson City Council Audit and Risk Su
te kaunihera o whakatt

11 August 2020

REPORT R18151

Chairperson's Report

1. Purpose of Report

1.1 In accordance with 5.2.2 of Council 6s Del egations Register
to the Committee on a matter within its areas of responsibility, that was
considered directly by Council, at its 25 June 2020 meeting.

1.2 This report is for information only.

2. Recommendation
That the  Aud it and Risk Subcommittee

1. Receives  the report Chairperson's Report

(R18151)
3. Discussion
3.1 The Audit and Risk Subcommitteebs areas of r
Council 6s Treasury policies.
3.2 However, because of timing, the matter was considered by Council, in

accordance with the Delegations Register, as below:

5.5.2 On the recommendation of the Chief Executive, and with the
agreement of the Chair of the relevant committee, subcommittee
or subordinate decision -making body and  Mayor, matters within
the area of responsibility of a particular committee,
subcommittee or subordinate decision -making body may be
considered directly by Council instead. If this occurs, the Chair
of the relevant committee, subcommittee or subordinate
decision -making body will report to the following meeting of the
committee, subcommittee or subordinate decision -making body
regarding the reason for doing so, and the outcome of the matter
at the Council meeting.

M13035 1 5



Iltem 6: Chairperson's Report

3.3 The 25 June 2020 Council meeting reso Ived:
Resolved CL/2020/ 001

That the Council

1. Receives the report Nelson Plan: Additional Funding (R18069);
and

2. Approves unbudgeted expenditure of $135,500 to progress the
Draft Nelson Plan in 2019/2020.

McGurk/Sanson Carried

Author: John Peters, Chairperson T Audit and Risk Subcommittee

Attachments
Nil

16
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Nelson City Council Audit and Risk Su
te kaunihera o whakatu
11 August 2020

REPORT R18115

Audit New ZeAudintd Engagement Letter

1. Purpose of Report

1.1 To provide the subcommittee with the Audit Engagement Letter for the
years ending 30 June 2020, 2021 and 2022 and ask for any feedback
before the letter is signed by Her Worship the Mayor.

2. Recommendation
That the Subcommittee

1. Receives the report Audit New Zealand - Audit
Engagement Letter (R18115 ) and its
attachment (A2409696); and

2. Notes that following feedback from the Audit
and Risk Subcommittee, Her Worship the
Mayor will sign the Audit Engagement letter to
Audit NZ.

3. Discussion

3.1 The Audit Engagement letter (Attachment 1) covers the years 30 June
2020, 2021 and 2022 and sets out the terms of the audit engagement
and the respective responsibilities of the council and Audit New Zealand.

3.2 This letter is required to be signed by Her Worship the Mayor to confirm
that the details of the audit match Council 6
arrangements.

3.3 The letter, dated 18 June 2020, was not received from Audit New
Zealand in time for the previous Subcommittee Meeting on 21 May 2020
and therefore was not included along with the Audit Proposal Letter and
Audit Plan.

4, Options

4.1 The options are to provide feedback to Audit NZ prior to Her Worship the
Mayor signing the letter or not.

M13035 1 7
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Attachments
Attachment 1:
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Clare Knox, Manager Finance

A2409696 - Audit NZ - Audit Engagement Letter

&

18



Item 7: Audit New Zealand - Audit Engagement Letter: Attachment 1

AUDIT NEW ZEALAND

Mana Arotake Aotearca

18 June 2020 Level 3, 335 Lincoln Road
Addington
PO Box 2, Christchurch 8140

Rachel Reese
Mayor

Nelson City Council
PO Box 645
Nelson 7040

Dear Rachel

Audit Engagement Letter

This audit engagement letter is sent to you on behalf of the Auditor-General who is the auditor of all
“public entities”, including Nelson City Council (the council), under section 14 of the Public Audit Act
2001 (the Act). The Auditor-General has appointed me, John Mackey, using the staff and resources of
Audit New Zealand, under sections 32 and 33 of the Act, to carry out the annual audits of the
council’s financial statements and performance information. We will be carrying out these annual
audits on the Auditor-General’s behalf for the years ending 30 June 2020to 2022.

This letter outlines:
. the terms of the audit engagement and the nature, and limitations, of the annual audit; and

. the respective responsibilities of the governing body (the council) and me, as the Appointed
Auditor, for the financial statements and performance information.

The objectives of the annual audit are:

. to provide an independent opinion on the council’s financial statements and performance
information; and

. to report on other matters that come to our attention as part of the annual audit (typically
those matters will relate to issues of financial management and accountability).

We will carry out the audit in accordance with the Auditor-General's Auditing Standards, which
incorporate the Professional and Ethical Standards and the International Standards on Auditing
(New Zealand) issued by the New Zealand Auditing and Assurance Standards Board (collectively the
Auditing Standards). The Auditing Standards require that we comply with ethical requirements, and
plan and perform the annual audit to obtain reasonable assurance about whether the council's
financial statements and performance information are free from material misstatement. The

A business unit of the Contreller and Auditor-General | www.auditnz.govt.nz

| A2409696
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Item 7: Audit New Zealand - Audit Engagement Letter: Attachment 1

Auditing Standards also require that we remain alert to issues of concern to the Auditor-General.
Such issues tend to relate to matters of financial management and accountability.

The council’s responsibilities

Our audit will be carried out on the basis that the council, as the governing body, acknowledges that
it has responsibility for:

preparing the financial statements and performance information in accordance with any
applicable legal requirements and financial reporting standards;

having such internal control as determined necessary to enable the preparation of financial
statements and performance information that are free from material misstatement,
whether due to fraud or error; and

providing us with:

o access to all information relevant to preparing the financial statements and
performance information such as records, documentation, and other information;

o all other information, in addition to the financial statements and performance
information, to be included in the annual report;

o additional information that we may request from the council for the purpose of
the audit;
o unrestricted access to council members and employees that we consider

necessary; and

o written confirmation concerning representations made to us in connection with
the audit;

In addition, the council is responsible for:

the preparation of the summary financial statements and summary performance
information;

making the audited summary financial statements and summary performance information
readily available to the intended users of that information; and

including our audit report on the summary financial statements and summary performance
information in any document that contains that information and that indicates that we
have reported on that information.

The council’s responsibilities extend to all resources, activities, and entities under its control. We
expect that the council will ensure:

the resources, activities, and entities under its control have been operating effectively and
efficiently;

A2409696
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Item 7: Audit New Zealand - Audit Engagement Letter: Attachment 1

. it has complied with its statutory obligations including laws, regulations, and contractual
requirements;

. it has carried out its decisions and actions with due regard to minimising waste;

. it has met Parliament’s and the public’s expectations of appropriate standards of behaviour
in the public sector in that it has carried out its decisions and actions with due regard to
probity; and

. its decisions and actions have been taken with due regard to financial prudence.

We expect the council and/or the individuals within the council with delegated autherity, to
immediately inform us of any suspected fraud, where there is a reasonable basis that suspected
fraud has occurred — regardless of the amount involved. Suspected fraud also includes instances of
bribery and/or corruption.

The council has certain responsibilities relating to the preparation of the financial statements and
performance information and in respect of financial management and accountability matters. These
specific responsibilities are set out in Appendix 1. Appendix 2 contains some additional
responsibilities relating to the health and safety of audit staff. We expect members of the council to
be familiar with those responsibilities and, where necessary, have obtained advice about them.

The council should have documented policies and procedures to support its responsibilities. It should
also regularly monitor performance against its objectives.

Our responsibilities

Carrying out the audit

We are responsible for forming an independent opinion on whether the financial statements of the
council:

. present fairly, in all material respects:
o its financial position; and
o its financial performance and cash flows for the financial year;
. comply with generally accepted accounting practice in New Zealand in accordance with

Public Benefit Entity Standards.

We are also responsible for forming an independent opinion on whether the performance
information of the council:

. presents fairly, in all material respects, the performance for the financial year, including:

o its performance achievements as compared with the intended levels of service for
the financial year; and

o its actual revenue and expenses as compared with the forecasts included in the
Long-Term Plan and Annual Plan for the financial year; and

A2409696
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Item 7: Audit New Zealand - Audit Engagement Letter: Attachment 1

. complies with generally accepted accounting practice in New Zealand.

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
and performance information. How we obtain this information depends on our judgement, including
our assessment of the risks of material misstatement of the financial statements and performance
information, whether due to fraud or error. An audit also includes evaluating the appropriateness of
accounting policies and the reasonableness of accounting estimates, as well as evaluating the overall
presentation of the financial statements and performance information.

We do not examine every transaction, nor do we guarantee complete accuracy of the financial
statements and performance information. Because of the inherent limitations of an audit, together
with the inherent limitations of internal control, there is an unavoidable risk that some material
misstatements may not be detected, even though the audit is properly planned and performed in
accordance with the Auditing Standards.

During the audit, we obtain an understanding of internal control relevant to the auditin order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the council’s internal controls. However, we will
communicate to you in writing about any significant deficiencies in internal control relevant to the
audit of the financial statements and performance information that we identify during the audit.

During the audit, the audit team will:

. be alert for issues of effectiveness and efficiency —in particular, how the council and the
management have carried out their activities;

. consider laws and regulations relevant to the audit;

. be alert for issues of waste — in particular, whether the council obtained and applied the
resources of the council in an economical manner, and whether any resources are being
wasted;

. be alert for issues of a lack of probity — in particular, whether the council and the

management have met Parliament’s and the public’s expectations of appropriate standards
of behaviour in the public sector; and

. be alert for issues of a lack of financial prudence.

Our independence

It is essential that the audit team and Audit New Zealand remain both economically and attitudinally
independent of the council; including being independent of management personnel and members of
the council). This involves being, and appearing to be, free of any interest that might be regarded,
whatever its actual effect, as being incompatible with the objectivity of the audit team and the Audit
New Zealand.

To protect our independence, specific limitations are placed on us in accepting engagements with
the council other than the annual audit. We may accept certain types of other engagements, subject
to the requirements of the Auditing Standards. Any other engagements must be the subjectofa
separate written arrangement between the council and me or Audit New Zealand.

A2409696
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Item 7: Audit New Zealand - Audit Engagement Letter: Attachment 1

Reporting

We will issue an independent audit report that will be attached to the financial statements and
performance information. This report contains our opinion on the fair presentation of the financial
statements and performance information and whether they comply with the applicable reporting
requirements. The audit report may also include comment on other financial management and
accountability matters that we consider may be of interest to the addressee of the audit report.

In addition, we will issue an audit report that will be attached to the summary financial statements
and summary performance information. This audit report will contain an opinion that provides the
same level of assurance as the audit report on the full financial statements and full performance
information.

We will also issue a management letter that will be sent to the council. This letter communicates any
matters that come to our attention during the audit that, in our opinion, are relevant to the council.
Typically, those matters will relate to issues of financial management and accountability. We may
also provide other management letters to the council from time to time. We will inform the council
of any other management letters we have issued.

Please note that the Auditor-General may publicly report matters that are identified in the annual
audit, in keeping with section 21 of the Public Audit Act 2001.

Next steps

Please acknowledge receipt of this letter and the terms of the audit engagement by signing the letter
in the space provided and returning a copy to me. The terms will remain effective until a new Audit
Engagement Letter is issued.

If you have any questions about the audit generally, or have any concerns about the quality of the
audit, you should contact me as soon as possible. If, after contacting me, you still have concerns, you
should contact the Director of Auditor Appointments at the Office of the Auditor-General on

(04) 917 1500.

If you require any further information, or wish to discuss the terms of the audit engagement further
before replying, please do not hesitate to contact me.

Yours faithfully

John Mackey
Audit Director
On behalf of the Auditor-General

A2409696
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| acknowledge the terms of this engagement and that | have the required authority on behalf of the

council.

Signature:

N =T 1= OSSR

1 € =TT USUSURUUUURURURURUN B I- | ¢ < SoOURROU

T A2409696
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Item 7: Audit New Zealand

- Audit Engagement Letter:

Attachment 1

Appendix 1: Respective specific responsibilities of the
council (the governing body) and the Appointed Auditor

Responsibilities of the council

Responsibility of the Appointed Auditor

Responsibilities for the financial statements and

performance information

You are required by legislation to prepare
financial statements and performance
information in accordance with legal
requirements and financial reporting standards.

You must also ensure that any accompanying
information in the annual report is consistent
with that reported in the audited financial
statements and performance information.

You are required by legislation to prepare the
financial statements and performance
information and provide that information to us
before the statutory reporting deadline. It is
normal practice for you to set your own
timetable to comply with statutory reporting
deadlines. To meet the reporting deadlines, we
are dependent on receiving the financial
statements and performance information ready
for audit and in enough time to enable the
audit to be completed. “Ready for audit” means
that the financial statements and performance
information have been prepared in accordance
with legal requirements and financial reporting
standards, and are supported by proper
accounting records and complete evidential
documentation.

We are responsible for carrying out an annual audit,
on behalf of the Auditor-General. We are responsible
for forming an independent opinion on whether the
financial statements:

. present fairly, in all material respects:
o the financial position; and
o the financial performance and cash

flows for the financial year;

. comply with generally accepted accounting
practice in New Zealand in accordance with
Public Benefit Entity Standards.

We are also responsible for forming an independent
opinion on whether the performance information:

. presents fairly, in all material respects, the
performance for the financial year, including:

o the performance achievements as
compared with the intended levels of
service for the financial year; and

o the actual revenue and expenses as
compared with the forecasts included in
the Long-Term Plan and Annual Plan for
the financial year.

. complies with generally accepted accounting
practice in New Zealand.

We will also read the other information
accompanying the financial statements and
performance information and consider whether there
are material inconsistencies with the audited financial
statements and performance information.
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Responsibilities of the council Responsibility of the Appointed Auditor

Materiality is one of the main factors affecting our
judgement on the areas to be tested and on the
timing, nature, and extent of the tests and
procedures performed during the audit. In planning
and performing the annual audit, we aim to obtain
reasonable assurance that the financial statements
and performance information do not have material
misstatements caused by either fraud or error.
Material misstatements are differences or omissions
of amounts and disclosures that, in our judgement,
are likely to influence the audit report addressee’s
overall understanding of the financial statements and
performance information.

If we find material misstatements that are not
corrected, they will be referred to in the audit
opinion. The Auditor-General's preference is for you
to correct any material misstatements and avoid the
need for them to be referred to in the audit opinion.

An audit also involves evaluating:

. the appropriateness of accounting policies
used and whether they have been consistently
applied;

. the reasonableness of the significant

accounting estimates and judgements made by

those charged with governance;

. the appropriateness of the content and

measures in any performance information;

. the adequacy of the disclosures in the financial
statements and performance information; and

. the overall presentation of the financial
statements and performance information.

We will ask you for written confirmation of
representations made about the financial statements
and performance information. In particular, we will

seek confirmation that:
. the adoption of the going concern basis of
accounting is appropriate;

. all material transactions have been recorded
and are reflected in the financial statements
and performance information;
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