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1st September 2016 — 31 March 2017 Health and Safety report

1. PURPOSE OF THE REPORT
To present to the Committee an approach for on-going reporting of Health and Safety
matters, and to update the Committee on recent health and safety activities.

2. SIGNIFICANCE
The matiers for decision in this report are not considered to be significant under the
Council’s Significant and Engagement Policy.

3. BACKGROUND

The Health and Safety at Work Act came into effect in April 2016. Under the Act Councillors
are “officers” of a Place Conducting a Business or Undertaking (PCBU). As such, Councillors

must exercise due diligence. This means making sure that the organisation has appropriate

systems and is actively monitoring and evaluating how health and safety is managed within

the organisation.

Regular reports to this Committee will assist Councillors to meet their obligations under the
Act. Some reporting will also be made to the full Council.

4. PRPOPOSED HEALTH AND SAFETY REPORTING
4.1 Health and $afety — driving continuous improvement {proactive actions)

The following is an example of the data that will be collected and reported relating to the
proactive actions that have been, or are being, undertaken,
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H & S Induction

+ H&S induction
appraved and trialed
on new staff
member. To be
rolled out to all
councll managers.

+  New Forms Book
requires all new staff
to sign the Health
and Safety Policy.

4.2 Proactively keeping our community safe

In these reports the Committee will be told about actions undertaken to ensure those
coming into contact with Council activities or facilities are kept safe. The followingis a
summary of our actions to date.

Operations staff are well aware of their obligations to keep the public safe when they are
working in any public space including flower beds and parks.

Trees are regularly checked according to a schedule and any damaged or rotting branches
are pruned.

When gardens are maintained traffic management plans are presented and approved to

ensure the safety of staff and members of the public, particularly when work is undertaken
on SH2.
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4.3

4.4

4.5
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Resourcing

The Committee will be told about any resourcing issues, new resources or changes to
resources that have been made.

There are no resourcing issues at this time.
Health and Safety - Lag indicators

Lag indicators show a company’s incidents in the form of past statistics. The following
indicators will be used as a basis for ongeing reporting to the Committee.

Since the 1% of September 2016:
¢ Two near misses have been reported
¢ Two non-injury accidents, one relating to a Contractor, have been reported

s 10 accidents resulting in injury have been reported with three of these formaliy
investigated by two independent staff

Noneg of the accidents resulted in the staff involved having time off and none were
cansidered to be notifiable events.

Those that were investigated have resulted in a series of recommendations all of which have
either been implemented or are under active consideration.

All accident and near miss reports have been referred to the Health and Safety Committee
and Management who are satisfied that the appropriate actions have been taken and where
necessary appropriate additional controls have been put in place.

e 176.5 days sick leave taken, averaging 3.04 days sick leave taken per staff member over
the nearly six month period

¢ One staff member left during period since September last year,

The staff member who left was involved in two accidents, one of which was formally
investigated. Following the investigation an issue arose about the role of the staff member’s
behaviours in and after the accident. As a result that staff member was asked to undertake
some medical tests. The person refused and instead decided to resign.

Health and Safety strategy

The Committee will, at each meeting, be updated on the implementation of the Council’'s
Health and Safety Strategy. The Strategy is in Attachment 1.

The implementation to date is:

e Continued good progress with health and safety work plan which is regularly reviewed
by the Health and safety Committee and progress checked. At a recent meeting the
Health and Safety Committee reconsidered the work plan (see attachment 2} and work
is underway to look at next steps and allocate responsibilities as well as clearly
indicating those areas that are complete,
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4.6

4.7

¢ A hazardous substances register has been compiled for Council. The Operations Team
Leader and Manager are considering options for removing the more hazardous
substances from use. A follow up meeting will be scheduled to check on progress.

Engaging with our people

The Health and Safety Committee have been meeting regularly and:

o Near miss, accident and hazard reporting forms, hazard identification and
investigation forms have been approved, and are in use.
° Revised and signed off hazard registers for the Office, Events Centre and Library,

Holiday Park and Swimming Pool. The committee are continuing to work on
recommending and implementing controls.

° Reviewed and approved housekeeping checklists for teams to complete on a regular
basis.

° Continue to roll aut initiatives for encouraging our people to talk about health and
safety and report what is happening, such as suggestion boxes.

° Reviewed a safe driving policy for roll out to all staff.

* Undertook investigations into accidents and made recommendations for
improvement.

Working with our Contractors

The Committee will continue to be provided reports on any relevant activities with
contractors.

Contractors we work with attended sessions on the Health and Safety at Work Act,
contractor obligations and working with council. Feedback was positive, next steps being
council staff who engage contractors working with contractors to ensure:

° They have a health and safety system.

° Their people and the people they sub-contract are competent to do the job.
° Any equipment they bring on site is safe and maintained.

¢ They know what the risks are and they manage them.

] They talk to other PCBUs on sites they are working on.

e Theytalk to Council about incidents and accidents and they share their learnings with
us.

Following the contractors sessions on the Health and Safety at Work Act, contractors have been
contacted to supply details of their health and safety system, and information to support:

39287

o Their people and the people they sub-contract are competent to do the job.
. Any equipment they bring on site is safe and maintained.

° They know what the risks are and they manage them.

] They 1alk to other PCBUS on sites they are working on.

e Theytalk to Council about incidents and accidents and they share their learnings with
us.
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e Contractors are slowly sending in the information required and we continue to remind
them of their obligations.

e Where the appropriate information has been provided Council staff who engage
contractors are reviewing the material to determine our level of confidence with their
health and safety systems.

s. RECOMMENDATIONS
That the Commiittee:

1. Receives the report.
2. Notes the health and safety activities described in this report.

3. Agrees that the reporting approach outlined in this report is acceptable for the on-going
reporting of health and safety matters.

Peter Rickman
Human Resources Manager

Attachment 1: Health and Safety Strategy

Attachment 2: Updated Work Plan

39287
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Glossary
Term
ACC
ACOP
EM

ET

H&S
JOA

KPI

KRI
MEBIE
MCDEM
MIS
MSDS
OSH
PCBU
PFE
SOP
TOR

WSMP

Meaning

Accident Compensation Corporation

Approved Code of Practice

Emergency Management

Executive Team

Health and Safety

Job Safety Assessment

Key Performance Indicator

Key Risk Indicator

Ministry for Business, Innovation and Employment
Ministry of Civil Defence and Emergency Management
Managemaent Information System

Materials Safety Data Sheet

Qccupational Safety and Health

Person Conducting a Business or Undertaking
Parsonal Protective Equipment

Standard Operating Procedure

Termms of Reference

Workplace Safety Management Practices
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Executive Summary

This document details a plan to ensure Carterton District Council's compliance with the Health and Safety
at Work Act.

The H&S strategy has been developed with the following objectives in mind:

1. To provide a safe and healthy workplace for all Carterton District Council staff and workers
2. To ensure the organisation’s compliance with the new health and safety at work legislation

The sfrategy supports the expectations of the Health and Safety at Work Act - coming into effect 4 April
2018 — in particular the duty of care required to be demonstrated by Persons Condgucting a Business or
Undertaking (PCBU).

Deliverables will include

A staff induction manual

A Health and Safety Procedures manual

Hazard Registers

Standard Operating Procedures

Training Plans

Templates for reporting and investigating hazards, accidents and incidents
Processes to consult, cooperate and coordinate activities with other duty holders
Daocumented accountabilities

O W N ;A WD =

Templates for monitering performance.

A key principle for all of these documents will be they are written in plain English, easy to use.

Specific benefits have been identified and will be measured, as below.

Benefits

1. Measurably improve staff engagement, indicating a caring culture that is more likely to look after
fellow workmates

2. Measurably improve productivity, e.g. reduced sick jeave, no personal grievances, no downtime
due to injury

3. Reduce the chance of prosecution

Measures of progress

No turnover due to Health and Safety issues
Reduced unplanned absenteeism

No lost-time injuries sustained af work
Faster returmn to work of injured employees

h & =

Improved productivity

HEALTH AND SAFETY STRATEGY - JANUARY 2016 3
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Improved reporting of hazards, incidents and accidents by staff, volunteers and contractors
7. No provisional improvement notices or prohibition notices
8. An appreciable improvernentin the organisation’s safety culture, using MCG's Safety Culture
Maturity Assessment to measure progress.

Implementation progress will be monitored by the Health and Safety Committee,

The strategy will be reviewed and updated by March 2017.

By this time, the new Health and Safety at Work Act will have been enacted in April 2016 and WorkSafe
New Zealand, the Crown agency charged with ensuring compliance, is likely to have issued further
guidance on maintaining safe and healthy workplaces in the form of regulations and Approved Codes of

Practice (ACOPs). While the ACOPs aren't statutotily enforceable, they do describe 'good practice’ and
may be regarded by the courts as the minimum standard for ‘all reasonably practicable steps'

HEALTH AND SAFETY STRATEGY - JANUARY 2016
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Introduction

Our environment

Canterton District Council (CDC) extends from the middle of the Tararua Ranges to the east coast,
encompassing nearly 118,000 hectares with a ratepayer base of 7000.

The district has experienced moderate growth over the last few years. Over a third of the economy is
reliant on the agricultural and forestry sector, but the area has also experienced growth in manufacturing
and the self-employed.

CDC is a lean organisation of 46 FTEs, employing around 54 staff. Services that are provided include:

Rural roads, streets and footpaths
Rubbish and recycling

Library

Events Centre

Information Centre

3 waters — supply, waste and storm
Licencing and consenting

Parks and raserves

Community services and events

» Animal control.

Council also employs casual staff to maintain the parks and reserves. Waste management is contracted
out to Earthcare Environmental, while Roading is overseen by Masterton District Council,

¥ U Vv W W WV ¥V Y VY

CDC and its neighbouring district councils — South Wairarapa and Masterton — have challenges delivering
the range of services its ratepayers might wish for, because of their comparatively small ratepayer base.
The three councils have a history of successfully collaborating in a number of areas, to maximise the
return an the ratepayer dollar.

While the plan to amalgamate the three Wairarapa councils with councils across the greater Wellingtan
region has been abandonad, amalgamation of the three councils remains a live issue in the belief there
are further economies of scale to be obtained, for the benefit of all ratepayers.

Given the number of employees, there is no specialist human resource management or health and safety
function in the business: rather it is an adjunct to a manager's portfolio of responsibilities,

There are currently some systems or processes that are documented or in place, however not all are fully
implemented across the whole organisation. As a consequence, there is not full assurance that Carterton
District Council is maintaining & safe and healthy workplace as it should to be compliant with the Health &
Safety at Work Act.

CDC has recently employed a new chief executive. YWhile still new in the role, she has identified a key
priority 1o ensure CDC meets its obligations under the new Health and Safety at Work Act.

This strategy aims to provide the structure to fecilitate this.

PCBU’s responsibilities

The Health and Safety at Work Act creates the concept of a PCBU — or Person Conducting a Business or
Underiaking. Put simply, a PCBU is an entity that creates a workplace.

The PCBU has a primary duty of care to keep safe its employees, contractors, sub-contractors and their
employees, and anyone else who comes into contact with the organisation's activities.

HEALTH AND SAFETY STRATEGY — JANUARY 2016
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The Health and Safety at Work Act also imposes new and strict obligations on persons who have the
ability to influence or control 2 work place. Under the Act, office holders of a council's governing body,
who have been elected under the Local Electoral Act 2001, may not be fined for failing to underiake due
diligence or ensuring the organisation maintains a safe workplace.

However, Carterton District Council’s CEQ is an officer of the PCBU and therefore responsible for the
obligations of the PCBU for the purposes of the legislation. This includes a requirement to conduct
ongeing due diligence to assure herself that she is "taking reasonable steps™

a)
k)

c)

)
€)

f)

to acquire, and keep up-to-date, knowledge of work health and safety matters; and

to gain an understanding of the nature of the operations of the business or undertaking of the
PCELU and generally of the hazards and risks associated with those operations; and

to ensure that the PCBU has available for use, and uses, appropriate resources and processes to
eliminate or minimise rigsks to health and safety from work camried out as part of the conduct of the
business or undertaking; and

to ensure that the PCBU has appropriate processes for receiving and congidering information
regarding incidents, hazards, and risks and for responding in a timely way to that information; and

to ensure that the PCBU has, and implements, processes for complying with any duty or
obligation of the PCBU under this Act; and

to verify the provision and use of the resources and processes referred to in paragraphs (c) to

(e)." 1

In other words, the officers of the PCBL) have a proactive duty, and are required to verily that they have
an operational health and safety management system that is capable of preventing harm from occurring.

PCBUs are also required to consult, cooperate and coordinate activities with other PCBUs where they
have matters in common.

Figure 1: Council's shared responsibilities

* 44{4}{), Heallh and Safely af Work Act 2015

HEALTH AND SAFETY STRATEGY — JANUARY 2016
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Under the proposed legislation, the duty of care cannot be contracted out. The Coundil (as the PCBLU)
and its officers have a duty of care to each party. Conversely, they need to confirm that the hazards and
risks brought on to Council-operated sites by others, do not present a risk. They therefore require robust
systems and processes to assure health and safety compliance across the stakeholder network.

One-page strategy

In November 2015, Major Consulting Group Ltd (MCG) was retained to develop this health and safety
strategy and work pian to map out a pathway towasd compliance. The health and safety strategy is key to
demonstrating an understanding of the issues that require attention.

The Act makes it clear that key systems are required in order to be compliant, and MCG's assessment
framework below was used to develop Carterton District Council's health and safety strategy and work
plan.

Figure 2: MGG's Health and Safety Asseszment framework®
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The Health and Safety Strategy Map on the next page provides an overview of Carterton District
Council's key opportunities, strategic objectives and initiatives. The following sections describe the
strategic initiatives to be undertaken to ensure Carterton District Council meets its health and safety
obligations.

HEALTH AND SAFETY STRATEGY — JANUARY 2016 7
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Figure 3: Health & Safefy Strategy Map

Carterton District Council Strategy on a page
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Health and Safety Strategic Plan

A small organisation, Council has a number of health and safety initiatives in place. This plan is designed
to put structure around those initiatives to ensure they are indeed effective in keeping people safe and are
meeting the organisation's compliance obligations.

An overarching Health and Safety Vision will be developed in consultation with staff to start our journey

We will also undertake the following key initiatives.

Organisational Environment
Background

Varigus policies and organisational systems are critical to demenstrate and support the organisation’s
commitment io a healthy and safe workforce.

Objectives

To demonstrate the organisation’s commitment to maintaining a safe and healthy workplace by
documenting our Health and Safety (H&S) expectations, enabling us to identify and acknowledge safety
behaviours and hold people to account.

Key initiatives
The organisation will review and refresh all the health and safety policies and procedures, including:

Qur over-arching health and safety policy

Key definitions, including of “significant hazards”, incidents and near missas
Hazard reporting and management procedures
Incident reporting and investigation procedures
Safe driving

Wearing PPE

Procurement and engagement with third parties
Fatigue and sitress management policy

Bullying and harassment policy

Drug and aleohol policy

Wailness policy

Change control procedures

Return to work policy and procedure.

YY WYY YYYVYYVYVYYY

The policies will be founded on an assessment of the respective risks and have regard for emerging
Approved Codes of Practice (ACOPS). They will be written to reflect a collaborative appreach to ensuring
we keep sach other safe while seeking to impart a sense of urgency to act prompily wherever a risk is
identified. The cutcome will be a revised and engaging health and safety manual with easy to follow
procedures. The launch of the refreshed policies will be undertaken in 2 manner that grabs paople’s
attention and secures their commitment, with training provided on how to use the systems and processes.

Key safety competencies will be identified and documented in position descriptions, enabling a training
plan to be developed and monitored.

HEALTH AND SAFETY STRATEGY ~ JANUARY 2016 9
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Councit's performance management framework and reward and recognition systems will be reviewed to
ensure they support the expected behaviours.

Measures of success

Success will be measured by

1. Demonstrable understanding by Council staff of the Council's health and safety expectations,
evidenced by MCG,s Safety Culture Maturity Assessment

2. Demonstrable commitment by management, staif and contractors to adhere to the organisation’'s
safety expectations, as evidenced by the results in the perfformance managernent reviews

3. No lost-time injuries by staff or contractors working for Council
No successful personal grievances relating to Health and Safety issues
5. Improvement in the Safety Culture Maturity Assessment responses recorded by staff.

Hazard and Risk Management
Background

The health and safety legislation requires us to understand the risk of something occurring (i.e. likelihood)
as well as the consequence.

It is appropriate that we confirm we have identified all hazards and assessed their significance and
appropriately mitigated the risk. This includes the hazards and risks to health and safety in the office, out
in the field. including driving on the road, or other Council owned and operated facilities. It should also
include an assessment of the risks that visitors and contractors might pose to our staff. This should then
inform the induction that is provided to those stakeholders and cur staff.

Objective

To ensure our workers and visitors are safe when an Council worksites.
Key initiatives

All workers will be encouraged to continue to report hazards.

Carterton District Council will involve key job holders in conducting a baseline assessment of Council
hazards and risks. The information will be captured in the hazard registers, which will identify their
significance and also identify the best way to mitigate the risk as informed by ACOPs or industry best
practice guidelines.

Council will develop and implement processes and systems to ensure hazards are promptly reported and
all stakeholders understand the hazards and how to mitigate them.

HEALTH AND SAFETY STRATEGY — JANUARY 2016 0
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The processes for reporting hazards will be documented and advised to all staff. An escalation process
will also be documented, ensuring hazards related to third parties are identified and appropriately
managed.

We will develop mechanisms to enable contractors and sub-contractors to report hazards and risks.

Appropriate training will be provided to key managers {0 help them to understand and fulfi! their hazard
management duties.

Council will put in place a process to conduct regular house-keeping checks to ensure the Council wark
environmenis remain safe.

Health and Safety Committee members will be involved in the process as subject matter experts, playing
an active role in helping to share knowledge with other staff.

Measures of success

Success will be measured by:

A comprehensive hazard register for all sites

Arisk assessment completed on all hazards
Appropriate mitigations communicated to staff
Increased reporting of hazards

A reduction in the humber of incidents and accidents

No successful personal grievances or ¢laims of bullying.

DR RN=

Worker Engagement & Participation
Background

The Health and Safety at Work Act has an emphasis on worker invelvement in identifying and managing
health and safety rigsks, and promoting a healthy and safe work environment. WorkSafe NZ is developing
an ACOP which will give guidance on what is regarded as ‘all reasonably practicable steps’ with respect
to appropriate worker participation.

Objective
To engage staff and contracters in actively managing Carterion District Council's heaith and safety risks.
Key initiatives

The Health and Safety Committee will be refreshed. A charter will developed, to include the following
responsibilities:

» Monitering the implementation of the Health and Safety work plan

¥ Ensuring workplace hazards are identified and mitigated, promoting the reporting of hazards
amongst colieagues

¥ Monitoring trends in health, incidents and accidents and overseeing the development of
initiatives to improve health and safety

HEALTH AMD SAFETY STRATEGY — JANUARY 2016
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Auditing hazards and their mitigations at ieast annually

Engaging staff in supporting a safe and healthy work environment

Overseeing the development and implementation of systems and processes to assist in assuring
the health and safefy of others who come into contact with Council's activities, including
contractors and the general public

» Developing the business case to support unbudgeted expenditure on health and safety
initiatives.

Y vYy

Information will be provided to the committee to enable them to understand the specific risks and develop
innovative solutions to eliminate or minimise the risks. Members will be encouraged to assist
Management in l2ading the implementation of improvement measures.

In addition to the Health and Safety Committee charter, staff job descriptions and the health and safety
policy will emphasise every worker's responsibility 1o promote a healthy and safe work environment.

Health and safety will also be regularly included on Management and team meeting agendas to
encourage greater safety awareness amongst staff and contractors, and engagement in proactively
identifying and resalving health cr safety concems. These discussions will be minuted.

Measures of success

Success will be measured by:

1. More comprehensive reporting of health & safety issues

2. Evidence of regular discussions with staff on health and safety matters

3. Demonstrably active Health and Safety Committee

4. improvement in the Safety Culiure Maturity Assessment responses recorded by staff.

Business Processes
Background

Business processes are reguired to demonsirate that Carterton District Council is consulting, cooperating
and coordinating activities with other PCBUs to keep people safe. In Council’s case, that would include
contractors and sub-contractors employed to manage Council facilities, develop infrastructure or maintain
the assets and carry out services on the Council's behalf or using its facilities.

The new legislation does not allow the organisation to contract out management of health and safety
risks, but requires officers to be able to demonstrate that they understand the rigks to which their workers
and others might be exposed and have taken appropriate action. Accoerdingly, reporting protocols need to
be contractually established.

Induction processes for staff and contractors should ensure they understand the hazards and how to
mitigate them, and how to report any new hazards. Further, the application and selection processes
should have reference to safety competencies that have been identified for each particular role.

Objectives

1. To provide evidence of consultation, cooperation and coordination of activities with third parties
over shared matters to reduce the risk of harm o staff and others

HEALTH AND SAFETY STRATEGY — JANUARY 2016 12
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2. To verify workers are competent fo work safely
3. To ensure the organisation has robust emergency management plans for all scenarios.

Key initiatives

Contracts with third parties will be reviewed and updated to ensure there is a collective and confractual
approach to managing health and safety risks. As a minimum, they will define the responsibilities and
communication mechanisms, and indicate acceptable response times for managing degrees of hazard.

Council will review its’ contractor pre-qualification processes to verify that those appointed are competent
to work safely. A further process will be developed and implemented to ensure it maintains oversight of
their contractors, ensuring they remain competent to work safely and keep themselves and others safe
and holding them to account for any failures.

Recognising that some contraciors may have good systems while others may have none, Carterion
District Council's pre-qualification process will identify contractors’ risk profile. VWhere required, Council
may develop fit-for-purpose processes to enable their contractors to manage their collective risks.
Training will be provided to contractors if required so they understand their obligations.

Processes will be established to consult, cooperate and communicate with Council tenants, the landlord
and respeclive property manager as appropriate, to ensure hazards are promptly communicated and
mitigated.

Council will review their procurement procedures to ensure health and safety considerations, as well as
price, are taken into account when deciding the most appropriate supglier.

To help demonstrate that Council staff are competent to work safely, Council will identify and document
the safety competencies required for each role. Training will be delivered by appropriately qualified
personnel and in a manner that will confirm the trainee’s understanding of the learning material. Records
will be kept {o enable the Carterton District Coungil to identify who has heen trained and who requires
refraesher training.

Council's job application and selection processes will be reviewed and updated to ensure they address
the safety competencies of the particular roles.

Induction precesses will be updated for staff and contractors to ensure each person has an understanding
of:

¥ The workplace hazards and their mitigations
»  The reporting processes for new hazards
¥ Carterton District Council's health and safety policies and procadures.

Finally, a review will be undertaken of all potential emergencies and emergency plans will be developed
in consultation with the relevant emergency systems. Communication protocols will be developed to
ehsure staff are informed and supported during and after emergency events. Emergency evacuation trials
will be undertaken to ensure processes are sufficient to mitigate communication problems.,

HEALTH AND SAFETY STRATEGY — JANUARY 2016 13
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Measures of success

Success will be measured by:

No incidents or accidents in the office, in vehicles, or at other Council-controlled facilities

Ne incidents or accidents arising from goods or services supplied by third parties

Al staff confirming in writing their understanding of Council's health and safety policies and
procedures

Legislative compliance

Pasitive fesdback from relevant emergency services on the effectiveness of Carterten District
Council's emergency management processes

b wWh=

Accident and Incident Management
Background

Carterton District Council has an obligation to promptly act to eliminate or minimise risks of harm. One of
the officers’ due diligence obligations under the legislation is to ensure there are effective processes to
receive and consider information, such as accidents and incidents, hazards and risks, in a timely manner

While all accidents are by definition an ‘incident’, incidents are generally regarded as "near misses’ or
near hits. Research suggests three incidents, or near misses, are a precursor to an accident.

The new Act requires certain events to be notified to the regulator, which includes incidents that could
expase one to imminent or immediate serious iliness, injury or death, i.e. not actually cause harm.

It is impartant therefore to ensure that all near misses as well as accidents are reported and investigated
to get to the root of the cause. The outputs of the investigations should include a set of actions and
responsibilities to mitigate further risk.

Objective

To ensure all accidents and incidents are promptly reported, fully investigated, and learning is
incorporated into injury prevention initiatives.

Key inftiatives

The accident and incident reporting precedures will be updated and communicated to all staff and
cantractors. Key elements will include:

> Centralised overview and accountability

> An sscalation process

> Investigation by trained personnel

»  Process to notify WorkSafe NZ of “notifiable events”

In addition to reporting accidents or incidents that occur at Carterton District Council workplaces,
contractors will be required to report any accidents or incidents that they are involved in on other sites
they are working on, including the cutcome of any investigation. The aim is to ensure Coungil has access
to any leaming that comes out of such incidents.

HEALTH AND SAFETY STRATEGY ~ JANUARY 2016 14
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Accident and incident registers will be maintained for each site. Key staff will be trained in conducting
investigations to identify the root causes of incidents or accidents. They will be required to recommend
remedial action to be promptly taken to minimise the risk of recurrences.

The Health and Safety Committee will receive the investigation reports as well as summary trend
information to help identify injury prevention or wellness initiatives to be implemented.

Measures of success

Success will be measured by:

No injuries sustained while at work

Hazard regisiers updated with learmings from incidents

Staff understand new risks and how to keep themselves safe
No health and safety issues reported in exit interviews

e

Monitoring and Reporting
Background

The officers of the PCBU are required to satisfy themselves that health and safety risks are being
managed, that staff are taking the expected actions to keep themselves and others safe. The PCBU
officer's due diligence obligation includes a requirement to verify that the organisation is compliant with
the legislation and relevant regulations.

Objective

To enable the Council and management to understand how well the health and safety risks are being
managed, and drive continuous improvement in creating a healthy and safe workplace.

Key initiatives
Safe operating procedures will be documented, with training provided and compliance monitored.

Senior Managers will periodically visit sites to satisfy themselves that the safety systems are working and
resourcing is being applied and used to support safety and compliance. They will be supported with a
checklist to complete that can then be copied to third parties as appropriate. This system will assist in
providing an audit trail that demonstrates how Council is consulting, cooperating and coordinating
activities with others,

Key risk indicators (KRls) will be identified and monitored to focus proactive interventions to improve
Council's heaklth and safety risk profile. Examples of KRIs could include:

Unplanned absenteeism

EAP (Employee Assistance Programme) usage (could point to lack of resilience)
Staff tumover (could point to bullying)

Personal grievances (could point to poor job design)

Speeding fines (could point to risky behaviour)

Accidents and lost-time injuries (including vehicular)

VY VYVYY
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There will also be visibility over contractors' key risk indicators, and action taken as appropriate.

Systems will be put in place to enable data to be captured to report on the KRls and be provided to the
Management Team each month, The Health and Safety Committee will also receive this information to
enable the Committee to consider and recommend improvements io Council’s health and safety systems
and processes.

Regular reports will be provided to the CEO that confirm legislative compliance and hightight trends.
Such periodic reporting of the KRIs will enable the crganisation to chart health and safety improvements.

Measures of success

Success will be measured by:

1. Observable compliance with Council's health and safety policy, processes and systems

2. Demonstrable compliance with the Health & Safety at Work Act requirements of PCBUs and
officers

3. A measurable improvement in the KRIs

4. Improvement in the Safety Culture Maturity Assessment responses recorded by staff,

Safety-Conscious Culture
Background

Ultimately, Carterton District Council cannot rely on ticking boxes or filling out forms to keep peopie safe.

Carterton District Council need to ensure the awareness of health and safety is translated into a genuine
concem, so that actions are taken as a matter of course rather than simply to be compliant. It is generally
accepted that creating a culture of continuous improvernent will be more effective at mitigating rigks, since
it goes bayond mere compliance to create aclive engagement.

The diagram below depicis the various aspects that influence the culture of an organisation. Each aspect
needs to be congruent with the other to ensure the “unwritten rules’ of the organisation do not sabotage
the overall intent.

Ultimately, with the right culture, it may be expected that staff will be proactive in applying the right
behaviours to improve health and safety

HEALTH AND SAFETY STRATEGY - JANUARY 2016 16
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Figure 3: MCG's culture model

Symbols & Stories

Objective

Carterton District Coungcil to have demonstrable leadership, engagement, organisational commitment and
the capacity and capability to maintain a healthy and safe work environment for staff and others who
come into contact with the organisation's activities.

Key initiatives

Council will ensure the Health and Safety strategy is consistent with, and supports, the Council's vision
and values. A Health and Safety Vision will be developed by the Health and Safety Commitiee to anchor
the health and safety strategy.

The MCG Safety Culture Maturity Assessment will be conducted each year to confirm the systems and
processes are effective in shifting the culture.

Carterton District Council will create a cullure of awareness of health and safety throughout the
organisation. Examples on achieving this includes:

Developing and publishing a universal safety policy

Senior leaders visible to staff and contractors, explaining and modelling expected safety
behaviours

Health and Safety on the agenda in Management and staff meetings

A structured programme of wellness and initiatives

Socialising types of incidents being reported

Acknowledging and rewarding good Healih and Safety behaviour.

ombhw M=
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Systems and processes will be aligned 1o achieve the objectives of the Health and Safety Vision,
consistent with the organisation’s values. Other organisational procasses will also be aligned to support
the desired culture,

Measures of success

Success will be measured by:

1. Active participation by staff and contractors in promoting safety and health throughout the
organisation
2. Improvement in the Safefy Culture Maturity Assessment responses recorded by staff.

HEALTH AND SAFETY STRATEGY - JANUARY 2016
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Resources

Carterton District Council has everall accountability for the organisations’ legislative compliance, signing

off supporting policies and approving an appropriate budget,

The Chisf Executive is accountable for ensuring compliance and implementing systems and processes to

promote a safety culture, The Senior Management Team will assist fo actively monitor the effectiveness

of the strategy’s implementation, providing advice and guidance as required.

The following resources have been committed fo lead and support the implementation of the Health and

Safety Strategy:

Role

H&5-Related Functions

Time Commitment

Chief Executlve Officer

Health and Safety
Committee TBC

MCG, Health and Safety
Consultant

Senior Manager TBC

MCG Health and Safaty
Consuitant

Managers will actively demonstrate their commitment to the health and safely vision and facilitate the

To ensure Carterton District Council has -

effective and compliant workplace safety ;
management practces. :

Fuli—tlme ovemght 4 '

Tao gontribute to the development and
implementation of initiatives and practices
that promote a safe and healthy working
environment,

Monthly meetings

To make availlable key-résource's to 5uppof_1
the implementation of the H&S strategy.

Tn chair Health and Safety Committeé

To support the Health and Safety .
Comm_ittee (] Qontmuously improve .= -
Couneil's H&S practicés. - - .

Full-time oversight

1 v day permonth -

To develop and implement systems and
processes that are compliant with New
Zealand health and safety legislation, and
support and promote the desired culture
throughout the organisation.

To act as secratary for the Health and
Safety Committee.

To oversee, monitor and report on H&S
compliance across the crganisation and
third parties.

One day per week

reicase of subject matier experts as required to develop the organisation’s health and safety

competencies.

All staff will be expected to support the development and implementation of specific initiatives, as

appropriate.

HEALTH AND SAFETY STRATEGY — JANUARY 2016
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Appendix 1 — Carterton District Council Health and Safety 12-Month Work Plan

The twalve-month work plan detailed below has been prioritised to devedop a systemic cultural shifi toward a safer and healthier workiares.

The key principle of involving staff and other siakeholders in the development of businese processes is paramount, particulady with respect to idendifying,
mitigating and communicating hazards to staff in remote offices and extension managers working in the field. Supporting sysiems and processes will be
developed following the same principle.

The work plan will be reviewed and updated by March 234 7, informed by an updaied health and safety compliance review.

Imendea
Complotan  Aciources
Dt

Shotpgic Infanded

Impirmenkslicn

Focus acintu 4 Slari Date & ¢ oumiobilhy

Davelop an onnual heatth and safely strolegy whh clacr
objectives o maks demonsirable imprevemeants 1o the health cnd

Organisational  safety of siaff  Cevelop ond mplement an annusal heabin and Dec-14 fab-le m%%;:r;l{th CED
Environment safaty work pian fo give affect ko the siralegy  Confirm Consuitant
accountoblibes and monilerimplemantaion progress agoinst
1 agreed flimafamas
Worker MCE Heallth
D . d Sofety
Participation Ralmsh ihe haalih and safely comritee, lad by o manager, with ~ . o
& volunteers raprasenting siaff ocress tha organlsation. feb-16 Mar-16 ﬁg\sdl;ni, CEO, managers
Engagement 00
} = TBC
e wion | D@velopa charler far tha commutie, providing o mandate 1o MCG Hedlth
& P monfiar the implesmeniation of the haalth and safaty steategy and Fab-14 Mar-16 and Safaty CED
Engogement gude the devalopmend of o solety-cansciow cuthure Consuilanl
MCG Health
d Safety
Safety . - o
- Develop o healllh and safety visien bhat 15 consistenl wilh Councils Ceonsullant,
Conszious Feb-1& Mar-14 Manager
Culture vision and values, Heallhand
Sotely
rtera— ) = Cemmitias
nisafionel Pravide education for the Managy 1t Team, Health andt Sofely MCG Haalth
Ecnul gomn ~ Committes and Covngilors on The cbagations ynder the new Felr16 ApE-16 anct Safety CEQ, Managers
‘Hedith and Safely at Work Act Consultant
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Hazard & Risk
marggemend

Businass
Processes
Accident &
Incident
Mornogement

Hozowd & Pusk
Moncagement

Worker
Pamcipation
&

Engagement
Woiker
Parcipaion
&
Engagemant
Acchdent &
Incicient
Managemant

Montonng &
Reponmg

Crganisationgl
Environmeni

Hazard & Rk
Nancgemen]

Develop and impiemen systems 1o enable hozards 1o be promiplly
repocied, mitgared ana communicated,

Engure 0 sufhoen! numbar of roined firsl agen: are accesibie o
sleatf

Develop and rol ovl ihe Healls and Safety Polcy, reaviing all
accloarts ond incidents 1o e prempliy reported by statf and
coniraciors.

Develop and smmplemen] penodic housekesping checks to eniity
and comect temporary hozards

Ensure heolin ond safely commities mambers recefve Tening it
haewrd ideniificolion and incigent invesigaiion, aie. as
appropriale. Monitor the raang provided 1o ensure refresher
COiNes ate brderlaker os required.

Enswre: afl slaff meaangs have bealth and safety on Ihe agendka
Use the opportunity 1o coilechively «denhly nazards ancnsks and
cgrae rmitigalions Ensure the minules are ke of thase meehngs
ond the achons ore toliowed up

Review and uptiate the reporting process 1o faclitate the prompt
rapoting, investigation and resciution of risks.

Formaly monilor sofety-reinted Irends, such as slaff lumowver,
cbsanteaism, nciden!s, acordants and lost-ims injures (includmng
wehrouhar), hows worked in g week or a day, kang keave boiomoes,
mcckents of reported graduol process Iniuey (6 g frespraiony
probiems, occupational ovensa tynckome {008, buihing o
siress)

Review and update key pollcios, processes and relavant
procedures ard puitd inte & gatt inavction manval. Develop and
aocumen! dher haailk ond safety-raloted policiss such as wasness
polcies. hours of work, sofe diving, eic. os appropricte.

Underiake a basalne asesmend of all heeards ond nsks acres the
ongansalior Seek expert advice where nppicobls fo develop
miligations, and dacoment the controks
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Fa-16

Feb-14

Mar-14

Mar-1£

Mar-16

Mar-1¢

har-16

May-14

May-16

Mar-14

Acr-16

Aprig

Apr-16

tay-le

WAgy-1é

tay-16

Moy-16

tay-16

Jur-16

Jun-14

MZIG Heallr
and Salely
Consultanl

Managers

MCG Healin
and Solely
Consuttarii

MCG Haalth
and safehy
Corsuttani
Heaith and
Safehs
Carmmiliee

waragens

wanagers

MCG Healin
and salety
Consuiiant

MCG health
and Sofety
Consuiland,
Payroll

MCG Healll:
and Safefy
Consylard

#CG Haaith
and Safety
Consuliar),
Health ana
Safely
Commitee /
Subsecl
moiter
expers

CES, Managers

CEO

CEQ

CEQ, Manogers

CEQ, Marcpers

CEQ. Managers

CEO

CEO

CEOC

Managers
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Hozowd 8 Fisk,
Managemend

Buangss
Frocesses

Business
Processes

Pusiness
Frocesses

Business
Procasses

Monitonng &
Reporling

Hazard & Risk
Management

Hezand & Rk

mManogerment

Organiational
Envirohimeani

Crgansatanal
Envronmenl

Business
Froceses

Busness
Procatuss

nplement G process 10 Capiwe and analyse iIntemanon fram
cument sl dic fomms provided in fhe it ald beses.

Dervaldop ond mplérmen appropnate processes 1o cansylt,
cooparale and codrdinate achuies with other duly holders, i
paricular where coniracion are involved

Davelop ond Implement sysenns o venly the robustness of
controcion’ health and safety manogement sysiems prior ta
engaging tham, u

{blomn contraciual confirmation fiam confrocions Thot 1hey wil
atwae by therr abligaion to keep workers ond others' sofe.
Develop ond implemeant o systam to monitor the afficacy of
contracions’ health and salely syslems, e.g.¢

-require all incidents and oocidents, providonal nprovemen ond
prohibition nolices lo be reporked,

- Penodically confiim worker compelency (e.g. registrolion,
Training),

- Require tools fo e properly lagged (in the cose of rades
people).

Develop sie safety inpecton eheckist to enoble Councilsiafl fo
confitn confracion are operahng solely

Pevelop ond implemen| proceses fo ensure all stakehoidens
uncierstand the hazords they may be confronied with and how o
mifigade them.

Prvwde appropnale raining fo key managens on rew hazard
managemean processes

Raview and updails Coundl's reward and recogniion syshem 1o
previde opportunitias to iecogriss gaod swafaty banhaviors.

Review ond updale Council's paformancs management
pracesss o provide an audit ol of elevant dscusions and
agreed actions, 1o renforce Council's sxpectations with respec: to
freratih ard salety . . !
Reniew and upoata procuremend processes 10 take health and
safety condderalions inlo occount.

Develop o heallh and safely procadures manual 1o gude siaff n
how to apply Council's heallh ond salety systems and procadures
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Apr-1é
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Apr-14

ARH-16
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May-14

May-14

May-16

Jun-14

Apr-1&

16

Jun-12

Jun-14

Jun-14

Jor-14

Junig

Juklé

J-1e

-1

Juk1é

AugHlé

Aug-1é

MCE Health
and Salehy
Consyliant
MCG Haallh
and Salely
Consultant

MCG Health
and Sataty
Consultant

Managars

MG Health
and jafety
Consitant,
MANORES

MCG Haaflh
and Safety
Carsultant
MCG Heallh
aird Sciety
Cansuliani
MCG Heallh
and Jafely
Consullenl
MG Haallh
ond Safely
Consuflant

MG Healih
ond Sofehy
Conasiont

MCG

MCG Heolh
and Fafaty
Consultant

CEO

CEO

CEO

Monogers

CEQ

CEO, Manogers

CEO

CEO

CEO

CED, Manogers

CEO

CEC
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Butlness
Processes

Busmisss
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Business
Processes

Business
Processes

Crocumeri sofe operafing precadu s 0s OporoErals, previde
ralning anq moniter compfance.

Update the healh and sofety clause in posiion descriodions far
tanogens and for staff

- In management's Sose, have ragard for aticers dua dibgence
oifigations InClude regurernent 1o show leodeshp n engoging
slaft to proacivaly Improve the status of stoffs heallh ond safely
inciude kPls 1o demonsirate conhinous improvemsant. such as
abzerieesm, siaff furnover, personal grevamces, acckient and
nadent irends

- For slaff, mclude an explicit requeremeni 10 immedalely repord
near misses, Inadients and gocdenls and polenticlly unsale
CONGMONS, 'h e contest of connbuting to a healiby and safe
workplace

Fpdate indiction processes wilh ll the polcies and opplicable
procedues, nciuding tdertiied hazargs and mitgallons and
informction on the work Injury crlims process and rehobsilatlan
tesponsibiiies. Davelop a quastionnalre a~d doning pane! to
varlfy inductess hoive underslood their rasparsiislllies ong agree la
ablde ory them, Provide petodic refreshers to extsting staff.

Develop a spreatisheal tnaf records the heghh ang safely nsks
{e.g drmwing, dog bles, gradual process inuny) and assigns he
required safety compelences 1o each role, logathar with The
Ircuning and any ealih mordonng reguired for That roke  Assgn
he competencies, raning and heanh monitonng reouired (o ihe
apprepnals IndvKiual, and montor accardingly  Incluce o
coiumn 1o idenkify whan refresher courses or the nexd Jests (&g eve
sphd) one recuired

noorporale e competences estabished in ine spracdsheel
acove, Int¢ e e-Smipioyment SCreening orocess.

Review all potentiol amergencies (=0 mal bomb, assait,
vahicular occdent, earthguake, el | and develop emerngeney
phans in consslaton with the relevonl emergency service (e g Fire,
Police, Wellington Regronal Emergency ivanagsnment Ofice
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HEALTH AND SAFETY STRATEGY — JAHUARY 26

-30-

Jun-ié

Sep-l4

Aug-ih

Augr-16

Aug-ié

Avg-14

Oet-1é

ocHe

Oar-1e

Qel-ié

Och-1d

MNew-146

MCG Hea'lh
arc Safeby
Consullany,
ubjecl
matter
Experis

MCG Health
and Salety
Consutant

MCG Health
cng Safety
Consuitant

MCG Heallh
and salety
Consutand

MCG Healih
ong Safaty
Corsutam
MCG Haallth
and Safety
Consyiani,
Health arwd
Salely
Comrmtige

CEZ

CEO

CED, Manogers

CEG, Maragers



Business
Processes

Sodedy
Conscious
Culture

soafety
Consticus
Cultura

Devalop cormmunlcations prolocok to keep staff infomed dudng

ernargencizs and suppored afler the inificl eveni. Avg1é

Embad an awarenacs of e snporfance of health and safaty

fhroughout the organisaiion. Bxamples include.

- Qur peopke understond our commiiment 1o healith and Solety

- Heaibh and safety 15 regulady on shaft meeting agendos

- We have g structured programme of weliness Initialives bosed on Scli-é
wdenhfied nshis
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- Acknowledgerment of reward s given 1o Those whose repexfing
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Implernent tha MCG Safety Culfure Survey Jan-17
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22 March 2017

RISK MANAGEMENT

30

39270

PURPOSE OF THE REPORT

To present the draft risk management framework to the Audit and Risk Cammitiee and to
outline the development of a risk register.

SIGNIFICANCE

The matters for decision in this report are not considered to be of significance under the
Significance and Engagement Policy

RISK MANAGEMENT FRAMEWORK

Carterton District Council currently does not have a formal risk management policy in place
and has traditionally relied upon individual management of risk within each of its business
groups. For example, beyond managerial oversight, financial risks have been under Local
Government audit processes and Council scrutiny. Regufatory requirements have external
auditing such as the Building Consent Authority (BCA) accreditation assessment and in-house
management of timeliness for service delivery. Environmental monitoring is dictated by
Council's own consents with GWRC,

Importantly, the immediate past has seen considerable focus upon health and safety for all
Council staff and the development of policies and processes to monitor, report, and
continually improve our performance in this area.

It is recognised that the absence of a formal risk management process is not following best
practice and it is timely for this to be a focus for Council.,

An effective risk management strategy is a valuable tool for Council to be able to identify,
quantify, and make considered decisions on how to manage risks. The draft risk
management framework {attachment 1) sets out a risk management process and provides a
framework for risk assessment. Risk assessment requires awareness of the context in which
the risk exists, identification of the risk, and a risk evaluation.

The risk framework provides for the development of a risk register.

RISK REGISTER

A risk register identifies key risks for Council and sets the risk appetite for those risks.

It is proposed that a high level Council risk register be derived from an examination of each
of the seven operational groups under the Chief Executive.
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The proposed scope of the register would consist of the following headings:

1) Asset / infrastructure failure
2) Financial

3) Statutory non-compliance
4) Environmental

5) Human resources

6) Reputational

7) Health and safety

8) Strategic

5. NEXT STEPS

First cut of register
Bring back to A & R committee

1. RECOMENDATION
That the Audit and Risk Committee;

1. Receives the report.

2. Adopts the risk management framework as outlined in Attachment 1.
3. Notes the development of Council’s risk register

Dave Gittings
Planning and Regulatory Manager

Attachment 1: draft risk management framework

39270
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ATTACHEMENT 1
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1. INTRODUCTION

Risk management is about improving our ability to deliver outcomes for the people of Carterton by
managing our threats, enhancing our opportunities and creating an environment that adds value to
ongoing service activities.

1.1 DEFINITIONS

Using common terminology will make understanding concepts around risk much easier. Below is a
short list of key terms used in this RMF:

» Risk: Effect of uncertainty on objectives.

* Risk Assessment. Overall process of risk identification, risk analysis and risk evaluation.

¢ Risk Management: The culture, process and structures that are directed towards realising

potential opportunities whilst managing adverse effects.

ERM: Enterprise Risk Management. Whole of organisation risk management arrangements.
Risk Management Framework: Set of components that provide the foundations and
organizational arrangements for designing, implémenting, monitoring, reviewing and continually
improving risk management throughout the organisation. _

* Risk Management Process: Systematic application of management poiicies, procedures and
practices to the aclivities of communicating. consulting, establishing the context, and identifying,
analysing and evaluating, treating and monitoring.

Risk Owner: Person or entity with the accountability and duthority to manage & risk.

Risk Register: Record of information about identifiod risks. ‘

Control: Anything that has the effect or purpose of managing a risk or achieving objectives.
Risk Appetite: The amount and Type of risk that the Courcil is prepared to pursue, retain or

tolerate, '

1.2 PURPOSE

The intent of this RMFE is fo ensure that sound risk managemerifpracﬁtes are incorporated info
Council's planning and degision making processes and are aligned with the ISO371000:2009 Risk
Management Standard.

1.3 OBJECTIVES

The objgctives of the RMF ate to:
» Piovide a simple method and balanced approach for all staff to minimise exposure, loss and
damage whilst realising epportunity and delivering improvement.
* Integrate risk management with govemance and management amrangements, embedded in
major orgafnisational and business processes, and to cleatly specify its accountability.
 Align the Council’s risk management approach with the ISO 31000 Risk Management Standard
and provide a conslstent litnguage in the consideration of risk across afl Council activities.

1.4 RISK APPETITE

Risk Appetite is the amount and type of risk that the Council is prepared to pursue, retain or tolerate.
The appetite is reviewed and updated on an annual basis following the consideration of a range of
factors including organisation and Council views, our strategies and the intemal and external risk
environment. Once implemented, the appetile is used to drive decision making about risk.

The CDC Risk Matrix in Appendix 3, which covers a number of critical risk categories, serves as a
statement to the Council's appetite and the boundaries of acceptable risk taking. Responsibility to
define the Risk Appetite rests with Council and will be done by approval of this Framework on an
annual basis.

ROGB9246
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1.5 POLICY MONITORING AND REVIEW

The RMF will be reviewed by the Audit and Risk Committee on an annual basis to ensure its currency and
reported back to Council.

2. Governance

This RMF is a key component of the Council's overall governance. The Council has overall
responsibility to ensure there is good governance in the Council. The Chief Executive is responsible for
operationalising the governance arrangements. Risk management govemance is delegated from the
Council across strategic, tactical and operational levels.

1.1 TYPES OF RISK

All risks must be identified and managed, however, due to l ; _ g résources, a prioritised approach has
been adopied. Only key risks or material risks that will i CDE#S. strategic and business objectives

are recorded in the CDC Risk Register and reported to.the udit and W fis commities,

£ "
Each risk owner remains responsible for managingi8ll assigned risks whether they are recorded and
managed in the Council's register or independentfl, &ll risks that fall within the.€ouncil’s risk reporting
criteria or when a significant change in a risk that wagid cause it to breach the Counsll s risk appetite

must be reported to the Chief Executive to repori to 1hé-{€ﬂd|t and Risk Committee. -

1.2 INTEGRATING RISK INTO E’REANISA“ONAL‘STF UCTURE

Risk is presentin all business activities and is n@dlscrete, wlth a\risk event in one Group having the
potential to impact multiple areas or all of Gpmcll dug o the mter-ammected nature and cumulative
effects of risk. k R

To implement an eﬁed%;e RMF, Hek managemegt mu&t be mtsgr?d and embedded into all of our key
business activities, s;)haiﬁﬂs and processes and be\emafdered ‘business as usual’.

Top-Down, — . = ‘/’/\

'\___\ B \‘ )
| Top 10 risks that sfipa the futun: of the Ansess eifaclvencas of
b \md Provides on the Nm | risk manmgement
5 “ mww =
| Rowew axiornal environmant w-qu.mm‘mu ht of Spaene .
Sat Rink appetite and gt ke end mean a risk | | oot Pomuapie Risks and
meﬂﬁzr dialegua management | | imoertaintes
points L - A
Fa “Conaicer complster of
| dentified rigks and
Tactical
Diract defvary of stainglc Conmecl mansgement with the rest of the
actions ﬂﬂmmmmmﬂuma
Project Rinka Mdmhaﬂmalymnmm
.
-
Exscute siraisgic achons
Report on kay risk indicatons Operationgl
Rld‘ujmhﬂ»deMsinm
and prioritine raks.
o make the
Wnﬁnmb riok oversight.
——— Bottom-Up
-
- /

A ‘Top-Down’ system: The objectives are to provide the crucial leadership and guidance the Council
needs, to balance risk and reward optimally and steer the Council in the right direction.

ROGR9246 3
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Example: Insights and clarity on the top 10 most important risks shaping the Council, support decisions
at the management level, ensure the risk dialogue among the management team and enable risk
oversight by Council.

A ‘Bottom-Up’ system: The objectives are to ensure a comprehensive identification prioritisation of all
important risks, define and implement risk policies and processes that control daily decision making
throughout the Council and ensure a robust risk culture Council.

Example: Can help Council to spot a weak operational procedure, surface the issue at the
managerial level and make the right retumn trade off to fix the problem.

Both Top-Down and Bottom-Up systems complement each other. They are symbiotic, providing
insights and influencing each other. The combination of both, provide a 'line-of-sight’ feedback from the
Council, to operational business units and back again.

This organisational structure for risk is aligned with planning in Council.
\’\

3. Roles and Responsibilities

Management and staff must be familiar with the application of the fisk management process across their
areas of responsibility. A description of reles and responsibilities is defined below.

1.3 CCUNCIL ROLE

-
.

Council must facilitate resources and guidancs in relation o the Risk\ Management Policy and Framework
and associaied Procedures. Council also set the tone and influences the cuiture of risk management
within Carterton District Council.”

Council's role includes;
1) The approval of risk management framework and governance policies
2) To ensute strategic risks aie identified, assessed, menitored and reported
3) Approve major {strategic) decigions affeciing the Council's risk profile or exposure

1.4 CHIEF EXECUTIVE

The Chief Executive is responsibis for ensuring that Council is not exposed to unnecessary or
uncontrolled risks and that a suitabile risk management process is established, implemented and
maintained in accordancs with the Risk Management Procedure. The Chief Executive will maintain and
be responsible for the effective management of all types of risk across Council's operation.

The Chief Executive will ensure:
1) An effective risk management framework is applied across Council functions.
2) Adequate resources are made available for the planning and implementation of such a system.
3) Managers have the necessary knowledge and skills to effectively fulfil their risk management
responsibiliies and are accountable for risks arising from the activities of their areas.
4} Annual risk management planning is undertaken.

1.5 MANAGERS

Managers will ensure that the Council's assets and operations together with public liability risks are
adequately protected through appropriate risk management plans and programmes. They will ensure the
provision of a safe and heaithy work environment and the implementation of prudent work practices.

ROGR9246 4
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Managers will ensure and be responsible for:

1} Implement policies on risk management and internal control;

2) Identify and report on key risks associated with CDC's strategic planning environment.

3) Identify and evaluate the key risks faced by CDC for consideration by the Council;

4) Encourage good risk management practices amongst staff members.

5) Appropriate training is provided for staff to carry out their risk management responsibilities

6) Annual risk management planning is undertaken and reviewed including developing and
implementing action plans to mitigate and control risk

7} Raising significant risks to the Chief Executive

8} Applying Council's risk management process to risks associated with any planned new activity or
proposal belng presented to Council.

1.6 STAFF

Staff will perform their duties and functions in a safe mannéﬁ, adhenngkl safe work practices and
ensuring that they are familiar with the Council's Risk Management Fra rk. All individuals will play a
part in managing risk at Council, including having aceess to Council’s risk management processes and
risks from the risk register.

Staff are responsible for
1) Identifying and reporting risk in their areas of respopsibility,
2Z) Assisting to identify ways of contralling those risks (28, paﬂ uf the established risk management

process)
3) Ensuring they remain alert to and raportﬂ'ny risks to Wthh tha Council is exposed which they might
identify while carrying out their normag &Jtlé& -

1.7 THE AUDIT AND ngK‘GOMMIﬂEﬁ
N

The Audit & Risk Corﬁm_it&e has been establiched, to @nsure that the Council has sound systems for
statutory and financial rebg’t)ng, man'agement of ob’q\hols and risk management arrangements.

The Audit gﬁ{{iﬁk Gm:nmltteeare rekponciliafer
1) @Wﬂg Tegfekive and fing kial repm:ements
ding commeﬁm_]mn the uacy on in | control envirenment
o mendlng Cou ppro risk management and risk appetite
geing risk profite tnsk
5} Rew sk policies an ihe risk ma emen1 framework.
6} Satisfyi %elf that the Iess;smmﬁcant risks are being managed, appropriate controls are in place
and working Qﬁ‘satwely

2. Risk Managem=ant Guidelines

2.1 WHAT IS RISK?
Risk is described ‘as the effect of uncertainty on objectives’ and is expressed as a combination of the
consequences of an event and the associated likelihood of the risk ococurrence.

Uncertainty is the deficisncy or limited nature of information, knowledge or assumptions related to an
event, its consequence or likelihood, Where there are high levels of uncertainty, it can be difficult to
assess the likelihood and consequence of a risk.

It is important to note, even where there are high levels of ceriainty, the nature of risk means deviations
from the expected do occur which can be elther positive or negative. Emerging risks are generally

D0GR9246
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considered issues or events with the potential to become defined risks in the future.
When assessing possible risk the following questions need to be addressed:

* What could go wrong?

* How likely is it to happen?

* What would the impact be of it happening?
* What should be done to reduce the risk?

* Who owns the risk?

* What else do you need to do about it?

2.2 WHAT IS RISK MANAGEMENT? Vi

Risk management is described as ‘the coordinated activities é{:(difw\ahd control an crganisation with
regard risk’, the implementation of which is based on the following findamentals:

Mandate and commitment from the Council, CE and r@énagen'@rt team;

A positive risk culture; :

Appropriate resources commensurate with CDC'g Tisk prof ile and O!Q\anlsahonal size;

A well-defined documented risk management ffamework;

Control management including, assessment @f effectiveness and monltowactwﬂles;
Established reporting and escalation protocols processes;

Benchmarking and assessment of risk managemeq matunpr ﬁmd \\\;,

Continual improvement initiatives. y -

"‘&\
\ b
2.3 WHAT ARE THEMLIMITATIONS QF ..Eu JQNAGEMEFET?

Risk management is g effpctive business bmam@ make-decisions.
*» Adoptingas d appregeh to managi J(ék ereates | yery effective business tool and
discipline fo a yisk ownefg in making opiimised decisions: However, risk management is not
a substitute for htful co deratton of a mlevant factors that could influence intended
outcomes. 3

. ,Heoisrons 0 influen by the p nlsatlonal culture, information available,
lemels of uncertah ; Televa -'expenem person, analysis, assumptions, historical

edge and any® [ﬁvant ex?al factors.

® & & & & & & »

f will not gua,
5

o ltis lmpos la 1o predlct}?l rlsks or changes in circumstances that will impact the operating

n'Qk free’ environment.

environment f the Coun

e
1.
s

e Al staff have a rasﬁgrwbﬂﬂy to prepare for and act when incidents and issues emerge to
minimise the adverse~consequence on CDC’s intended objectives.

ROG39246 6
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3. Risk Management Process

3.1 STEP 1 - ESTABLISH THE CONTEXT

Establishing the context is a very important step and is a key component of setting the scope and
planning the requirements for the risk assessment. The three key elements of establishing the context
include; internal, extemnal and risk management.

Internal Context

As risk relates to the effect of uncertainty on objectives, it is important to understand the intemal
operating context. This means there should be some clarity and common understanding about the
objective, goal, project or activity to ensure all material risks are undesstood and the risk decisions
support the Council's strategic, tactical and operational objective and plans. Consideration should also
be given to: i
e govemance and management roles and accountab{%,

internal policies, standards and guidelines, -
inftemal stakeholders,
the prevailing culture and
the current capabilities with respect to pe&le systems and processes.

External Context

The external context encompasses th '_qw.-ragl or broader opgraﬁng environment of the Council and
should include an understanding of our 'S peroeptong and other external stakeholders. Key
elements may include: '
» The social and cultural, political, Iesﬁ; regu!aimy ﬁnanclal economlc technological, natural
and competitive endgbsiment, whethek fitenational, national, regional or local;
» Key drivers and- avilg impact o the Cotingil's objt%etwes and
. Relationshlpswm and perdeggtions and of extenal: Siakeholders.

Risk Management Contﬁ\:}

ponehn  context mgatea o The«gﬁ tdentlﬂmﬁon exercise, as it is important to define the
Arick e and: tmundanes to-&psure there is a focus on objectives. Some of the key

nefimes, rasources requirad, roles and responsibilities, stakeholders, subject
AP requhgd and risk management tools and requirements. Record

'hniques,\?\assumptions, limitations, controls, sources of risk and the

5 :

risk process i clear.

3.2 STEP 2 - IDENTIFY 'IH'E RISK

There are a number of ways ixwhich risks are identified. Some of the common methods include; use of
historical information and past'experience, brainstorming, structured interviews and workshops,
modelling, incident/near miss reports, strategic and business planning, business activities,
whistieblowers and checklists.

There are three key elements to identifying risk:

e  What can happen?

¢ How it can happen?

+  Why could it happen?

Risk identification is not always easy and it is important that there is a robust discussion to ensure the
‘real’ risk has been properly identified and consideration is given to whether the risk will increase or
decrease the effectiveness of cbjectives.

The risk identification should consider the source of the risk and include:

DG 30246

-45-



¢  The event,
¢ The Cause/s; and
¢ The Consequencerss.

It is important not to describe risks as the control failure or impact.

Example;

There is a risk COC cannot deliver its key services (event), due to a shortage of skilled staff and staff
turnover, (causes), resulting in legisiative breaches and reputational damage.

3.3 STEP 3 — RISK ANALYSIS

CDC’s risk analysis makes a risk rating using the likelihood and auence criteria and can be
qualitative, semi-qualitative, or quantitative. This risk rating is copiidered in the context of existing
controls. y
Controls can be a policy, procedure, process, gwdelme ; cé\ lan, agreement, system, authority,
delegation, standard or other action. It is a broad 1erm, lowevey, goog controls are documented and
authorised. 3 i

/ A
Current controls (if any)} and their effectiveness ( on the control eﬁectw n@ss rating) and the risk

is analysed using the fikelihood and consequence ¢ to providg a risk rating:
Assessment Criteria provides a detailed description of‘ﬂge Consgisiie
Control Assessment and Appendix 3: (EDCS Risk Matri

sendix 1: COC's
wood Criteria,

3.4 STEP 4 — RISK EVALUATION |

After the risk has been adenhﬁed and analy the hegt step is to s\@{ risks info their categories and
prioritise risks based on impbitance and sewv [y Sortin pnonh v helps to provide clarity
around key tisks and i s szaluate what g otion is

hien the risk wfﬂwm the déﬁaed risk appetite and the person
accepting the risk on bel i of the C 'ucll is autholiged to do so. A risk that is ‘acceptabie’ means the
Council chooses to accepl qny negghive ;mpacts if thQ ﬂsk eventuates.

The M.meg andﬂeparfmg Rfs{rs Tab!s at ﬁ.pp&ndlx is the appropriate guide to be used in risk
e _ g

= \ .

Consideral ns when dete\uing whetfgr fo accept a risk include:

o The cosl Df treatment fargxceeds th \t\a“meﬁt s0 acceptance is the only option {particularly for

satment is not viable with available resources;
The opportum .m‘ taking th risk outweighs the threat and it is considered taking the risk is
justifiable to achigye intended objectives;

. Due to the type or Rraturé of the risk there is no treatment available and there is no option other
than to accept the riskiain

o The existing controls are considered ‘optimal’ for the current risk (where the cost of additional
controls would have minimal effect on the risk rating).

3.5 STEP 5 - RISK TREATMENT

Risk treatment is determining the appropriate action or option for a risk that was not considered
acceptable or tolerable. The concept of risk treatment is to further control risk in order to reduce or
eliminate negative consequences and/or to reduce the likelihocd of an adverse occurrence. It is often
not feasible or cost-effective to implement all treatment strategies and there should be some clarity with
respect to the aims of risk treatment and what monitoring and review will occur to determine if the
treatment has achieved its objective.

BQG39246
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It is important to choose and implement the maost appropriate combination of risk treatments and

options include:

) Avoid the risk by not proceeding with the activity likely to trigger the risk. Avoidance is
considered when there are no control measures or when controls do not reduce the risk to a
sufficiently acceptable level. Risk avoidance must be balanced with the potential risk of missed
opportunities or an increase in the significance of other risks.

) Change the likelihood of the occurrence by implementing additional controls, activities or
actions that reduce the possibility or prevent the risk from occurring.

. Change the consequences if the risk occurs by implementing additional controls, plans,
activities or actions that would minimise risk impagcts.

. Share the risk with another party so they share the res) jty Mechanisms to share the risk
include confracts, insurance, partnerships, alliances and < Bourcing. It is important to note that
even when sharing a risk, the risk is not transferred as # @unc:l may retain a regulatory
obligation or be exposed to impacts against its repu _ mﬁ)?\gmrd party’s activities.

. Retain the risk after risks have been reduced /éﬁansferred the ﬁ_ﬂual risk may be retained if it
is an acceptable level. '

Once the appropriate treatment option has been déigrmined for the identified?i o the treatment is
documented in a plan which will include the agreed appreach, timéfiames for i imp tation, review
and monitoring, resources required, angd jndividuals res s:blﬁ/ﬁarﬁnsunng the trea%t is
implemented as agreed. The Manage Bnﬂ'eearn documents antt-administers treatments for the
Council's risks in the risk reglster. \\\ \\ ;i

A
3.6 MONITOR, REVIEW AND REPORTING

Monitor, review and rgbor ing are-gssential and t&(' aT/gisme m“the l'iSk management process, as
change is a constant Tq@or and ve few risks re gtaﬂc To béreally effectiva, risk management
must be dynamic and ité¥at ive, whlch @qumas afo ised process to ensure there are monitor and

-

ciitetia and risk profile;
HOCE s840 caplure new or emerging risks;
' .':_nglng circumstances do not alter risk ratings or

_' tment plans and the residual rlsk rating;
& 10 relevant committess and stakeholders;
_*__jng from incidents into risk assessments; and
orporate and key/material business risks to the Chief Executive

Integration of feedhs
Risk cwners report

* & & &

On an annual basis, CDC will review its risk management framework. The results of all reviews are
reported to through the Audit & Risk Committee and Council.

ROGA9246
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4. Appendices

APPENDIX 1: CDC’S ASSESSMENT CRITERIA

In identifying the consequences of a risk, there may be several categories which apply. The
category with the highest rated impact shall be the governing category of consequence for

the risk.
e e CoOnSEQUeEnce Table coed ) 0 LRI, L
{ Category | Financial Regulatory ~~ | Operations 7 Employees | Image & Reputation
1 Minor Direct loss or Small, nor- Minimal dissuption to | Negligible or isolated | Reference to
i (1) increased cost systematic and/or operations or service | employee 1 community
1 of up to $10K technical breaches delivery. i dissatisfaction. i consultation
0GSUr, eg. <2 hr (approx} 4 groupfforum. Public
2, No impact to citizens. | disruption for any ¢ H&S = minor awareness may
business unit area ; | exist but no public
i AHNes CONGEIM.
{ Moderate | Direct loss or Minor breaches | Minor disruption to 1 General employee Adverse news in
j {2) increased cost occur, fisst of its | operations or service - { morale and attitude local media.
i of kind, one-off issues. | delivery. ; “problems, Increase Concemns of [
L ~$10 to $50K Minimal loss e.g. 24 hr (approx.) | in employee performance raised
! io citizens. disruption for any | turnover by stakeholders or
i blstness unit i the community.
! . H&S = medical
i k., __treatment injury
! Significant | Direct loss or Muliiple related Disruption of ; General employee Adverse news In the
R increased cost minor breaches, operations or service | morale or attitude | local media
j of Possibility of some delivery. : .1 problems in {paperinewspaperitv
: ~$50K to $100K | fines, eg. 1day (@ppux). | business area. Social
¢ Systemic issue disruption for any . Significant medialnetworking})
i Small financial arpanisational area ! ! employee turnover Minor decrease in
i Impact to citizens. 0.5 day for total Lin area, stakeholder or
i Reportable breach. organisaton. | community support.
: ; | H&S = Lost time
: g | injury
1 _ i
{7 THigh Direct loss or Significant breach Serious disruption to . increasing managers Adverse news in
} Y] increased cost or systemic minor opefations or service | of experienced regional media.
{ of ! breaches. delivery. Impact to employees leave. Serious decrease in
| ~$100K to $5004 1 Reporiabie breach muttiple and diverse Significant fumover of | stakeholder or
i and aton s - | areas of. the Council. experienced ¢ community support.
possibla — significant. | Adversely aifects employses, !
fines, muthple key Widespread
1 auditsfinspeclions or | comminity groups. employee attitude
1 mdertakings, e.g. 1-5 day (approx.} | problems.
Pgssible action digruption for any
taken against business unit / 1 day H&S = permanent
management. for total Council. disability
Extreme Direct loss or Sarioud bxeach or Total disruption to all | A significant number Damage 1o reputation
(5} increased cosi muitiple swgnificant Council operations or | of managers or at national level, raised
of over $500K breaches resulting service delivery. exparienced in national madia.
L in reguatory Significantly affects employeas leave the Major loss of
Sscrutiny. key community Council. stakeholder, political or
Undertakings or SeNVices. community support.
restrictions on e.g. Total Business H&S = fatality Council under or
activity or disruption for 5+ potentially under
responsibilities of {approx.) days. administration of
Council. Legal central govemment.
action taken against
management or
Councillors,
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APPENDIX 2: Risk Likelihood

+  The event will probably occur in
most circumstances or
Likely +  Not quarterly but within 6 months. | 91 — 100% 5
+ The event will possibly occur at
some time; or g .
«  Not within 6 months but at least 71 -90%
T annually.
¢ The event could cceur at some _
R time; or "“x
¢ Not annually but wﬂhln 34years s1 *\‘T_'U% 3
«  The evert may occuf. @iy in A
exceptional circu ;or I
Very Rare » Nat every 3 years be at least 21 - 50% 2
every 10 years. = ) -
- o o
»  The evid ’ia not expected o, | .
-
Unanticipated - i .,
Not wdhm 10 N 1-20% 1
)EQ i
~ = -
"-.‘.\. ““:, "
y :x ﬁ .
{ s
< Emh@x
Slgi‘llﬂg:,ant risk
/| Moderate risk
A
Low risk
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APPENDIX 3: CDC’S RISK MATRIX
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APPENDIX 4: MANAGING AND REPORTING RISKS AT CDC

Criteria for Management of Risk
s Risk Acceptance: Council
¢ Risk Ownership: Audit and Risk Committee

o Extreme risks can exceed risk appetite and tolerance limits.

» Extreme risks within CDC’s confrol must, where feasible, have
effective key controls.

¢ |Immediate ascalation to the Council is required.
+ |mmediate action is required.

» Risk Acceptance: Audit and Risk Committee
+ Risk Ownership: Management Team A

« High risks usually exceed risk appetite and t@ﬁfance limits.
s All High risks must, where feasible, have eﬂ’eeil’ve key controls.
e Immediate escalation to EMT member,

.,

+ Action begins within 1 day. R
« Rigk Acceptance: Management T4 \: 9
¢ Risk Ownership; Chief Executive _5_' . b

s (Considerable risks maymeed risk appeme and iQIerance mrééholds Considerable
» Considerable riskg/ st We controls.

» Escalate within th'ays to Ger?ral Managet
» Action begins wi h@‘ll week. b

are usually W riskwm and tolerance limits.
 should have adéeguate coﬁtm}s in place.
 Escalate wittiin 1 week to Reievant Mahager

« Action by stdngard operating procedures

DOG39246
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APPENDIX 5: RISK MANAGEMENT PRINCIPLES

a) Risk management creates and protects value: Risk management contributes to the
demonstrable achievement of objectives and improvement of performance in Council
activities.

b) Risk management is an integral part of all organisational processes: Risk management is
not a stand-alone activity that is separate from the main activities and processes of the
organisation. Risk management is part of the responsibilities of management and an
integral part of all organisational processes.

c) Risk management is part of decision making: Risk management helps decision makers
make informed choices, prioritise actions and dlstlngu%ong alternative courses of
action, Wit

d) Risk management explicitly addresses uncertainty! Riskynanagement explicitly takes
account of uncertainty, the nature of that uncertaiggy, and fiow it can be addressed.

e) Risk management s systematic, structured and timely: A syslmtimely and
structured approach to risk managemeft cantributes to efficiency s fo consistent,

comparable and reliable results. %
. i o
f) Risk management is based on.he best available information: The inputs to: the process of
managing risk are based on iiformation sources sgch &s historical data, experience,
stakeholder feedback, observaijon:-forecasts and expert judgment. Decision makers should
inform themselves of, and take injo acoaynt, any limitaligns of the data or modelling used or
the possibility of dwergence amonyg experts.. _, b

o
g

g} Risk manage t&s faﬂgmd Risk Memgm B a@md wﬁh the organisation's external
and internal ntaxt and’ W!e ‘-\

h) Risk manageme?rﬁ@kes hudzan and cumb‘al factors into account, Risk management
recognises the capabilities; peroepnons andxntentions of external and internal people that
/cari famﬁiaj.e or. hlndewmievemem,o{ﬂ'le organisation’s objectives.

sk management §s franspaippt and inclusive: Appropriate and timely involvement of
sholders and, in\ga_r__ticula ecision makers at all levels of the organisation, ensures
isk managemen ains réfgvant and up-to-date. Involvement also allows
stakehe to be properly represented and to have their views taken into account in
determining risk criteria. \
~ . 22
i) Risk manager nt is dyﬁam:c iterative and responsive fo change: Risk management
continually sensés antl reSponds to change. As external and internal events occur, context
and knowledge change monitoring and review of risks take place, new risks emerge, some
change, and others disappear.

k) Risk management facilitates coniinual improvement of the organisation: Council should
develop and implement strategies to improve their risk management maturity alongside all
other aspects of their organisation.

DOG 20246
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554 CARTERTON

? DISTRICT COUNCIL

22 March 2017

Audit and Risk Committee

Draft Management Letter for 2015/16 Annual Report

1.

PURPOSE

The purpose of this report is to present the draft management ietter from Audit New Zealand for
the 2016/17 annual report and the draft response by management to their recommendations.

SIGNIFICANCE

The matters for decision in this report are not considered to be of significance under the
Significance and Engagement Policy.

BACKGROUND

The Auditor-General is the auditor of the Council's annual report. For 2015/16, the
Auditor-General appointed Mari-Anne Williamson of Audit New Zealand to undertake the audit.
Her team undertook an interim audit during the financial year, focusing on internal systems and
controls, and a final audit after the financial year ended of the annual report and of other areas of
interest to the Auditor-General.

FINDINGS

Audit New Zealand has identified a number of improvements that they recommend. These are

detailed in their report, along with a proposed management response. The draft report is attached
as appendix A,

A number of these issues are already known and are being progressively addressed as we bring all
processes and support in-house {some were previously done by PricewaterhouseCoopers), the
appointment of a new Accountant role in the Corporate Services team, and the upgrade of the
MagiQ financial system late last year,

In addition, the management letter includes a number of suggested areas for improvement on risk
management, procurement, contract management, a conflicts of interest policy, and asset
management capability. Improvements in these areas are already underway and will be
progressively implemented over the next year

39285 1
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The management letter also refers to progress against recommendations from the interim audit
management letter for 2015/16 (which was discussed at the Audit and Risk Committee in
September 2016) and the final audit management letter for 2014/15 (a copy attached as
appendix 8),

5. RECOMMENDATIONS
That the Committee:

1. Receives the report.

Marty Sebire
Corporate Services Manager

Appendix A: Draft Management Letter 2015/16 annual report
Appendix B: Management Letter 2014/15 annual report

39285 2
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Report to the Council on the audit of

Carterton District Council

for the year ended 30 June 2016

Prepared by: Mari-Anne Williamson
Ph: 021 222 0478
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Report to the Council on the audit of Carterton District Council Page 2
for the year ended 30 June 2016

Key messages

We have completed the audit for the year ended 30 June 2016. This report sets out our
findings from the audit and draws attention to areas where Carterton District Council {the
Council) is doing well or where we have made recommendations for improvement.

Audit opinion

We issved a modified audit opinion on 22 February 2017. The medificotion reflects
underlying issues in the completeness of information contained in the Customer Request
Management system. This information underpins the Council’s reported performance results for
complaints and service requests in the annval repert.

Further information is included in section 1.2 of this report.
Issves identified during the avudit

In addition o the matter outlined above, onother matter required specific consideration during
the audit. This was in respect of the prior period error pertaining to the Council’s treatment of
forestry harvesting revenve,

For this matter the annual report approved by the Council refiects the appropriate accounting
treatment, However, by the fact this error in accounting recognition could oceur highlights that
improvements to the Council’s processes are required to ensure the financial statements are
based on complete, relioble and accurate information.

The fellowing table summarises our recommendations relating to the maiters outlined above
and other issves identified during the audit. The table also states the priority of these
recommendations,

Recommendation

Performance reporting
The Council should:
. introduce systems and controls to ensure all compiaints

are entered into the complaints system and discontinve
using manual systems including recording items in diaries;

| Necessary | Beneficial

® ensure sufficient ¢nd appropriate supporting
documentation is held for all performance measures that
will validate reported results; and

. implement o quality assvrance process that ensures results
reported by the Council, and the reports from which they
are drawn, are based on complete and accurate data.

Forestry revaluvations

Improvements are required to the Council's current process to
ensure that;

® forestry harvest revenue and expenditure is recorded
and reported in the correct financial year;

] forestry revaluations are recorded at the correct value
excluding the impacts of tox; and

Draf? Finol Monagement Report 2015-16 wDIT N Ew KEALAN D
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Report to the Council on the audit of Carterfon District Council
for the yeor ended 30 June 2016

Recommendalion

Poge 3

® a formal contract is put in place with Forest Enterprises
Ltel regarding the maintenance and harvesting of the
Council's forests,

Rates

The Council engages a third party to perform a review of the
Council's rating system. This review should be used 1o identify
any changes and improvements that are required to the rotes
setting process.

Management of capital expenditure

Implement a formal process to monitor capital expenditure
against budget throvghout the year.

Review the existing capitol expenditure budget to determine
whether the propoesed expenditure is appropriate and
reflective of the Council’s achlevable ntentions.

Infrastruclure revalvations

Undertake an exercise to align the entire fixed asset register
with the infoermation in the general ledger and detailed
information received by Opus for their valuation. This will
ensvre all assets are included within future valyations
undertaken.

Depreciation rates

Undertake an exercise te align the fixed asset register with the
cccounting policies and valuation reports to ensure oll assets
cre being depreciated at the correct rate.

Supporting documentation for contibutions revenue

All valuation reports for coniributions revenve are kept as
supporting documentation os they determine the amount of
contribution revenue and whether contributions revenve is
consistent with the District Plon,

Premles Beshives NZ

Implement an independent review process by the finance team
over any hilling request thot requires judgement.

Collectability of debtors

Unclertake a review of collectability of the current aged
recelvables and, going ferward perferms mere frequent
reviews of the debtors balance. These reviews should commence
for any balances that are 30 days past due.

Policy review

Impiement a formal review process over all of the Council’'s
policies. Policies should be reviewed, refreshed and
re-commynicated to staff regularly.

Necessary | Beneficial
v
o
v
v
v
4

Further information on these matters is contained in sections 2 and 3 of this report. There is an

explanation of the priority rating system in Appendix 1,

Dyt Fintl Masbiapsbmbiot Bport 201 5-146
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Report to the Council on the avdit of Carterton District Council Page 4
for the year ended 30 June 2016

Thank you

We would like to thank the Council and mancagement for the assistance received during the
audit.

Mari-Anne Williamson
Associate Director
DRAFT - 24 Febryary 2017
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Report to the Council on the audit of Carterton District Council Page 5
for the year ended 30 June 2016
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Report to the Council on the audit of Carterton District Council Page 6
for the year ended 30 June 20146

1 Ovur avdit opinion
1.1 We issued a modified audit opinion

We issued a modified audit opinion on 22 February 2017. The modification reflects
underlying issues in the completeness of information contained in the Customer Request
Management system,

In forming our audit opinion, we considered the following matters.
1.2 Performance reporting
Findings

An impertant part of the Council’s accountability fo its ratepayers is the measuring
and reporting of its service performance. The Council reports its service performance
against targets set in the long term plan and énnual plan in the annval report. As
service performance is an integral part of the Council's performance, it is important
that the Council has adequate systems and processes in place to capture this
information and therefore be able to report on it.

When auditing the Council’s performance results, we focus on o selection of key
measures. These measures cre considered to provide an overview of the Council’s
performance in key areas of service delivery. For the Council our focus this year was
on key measures relating 1o service delivery within:

) roading;

o water supply;

. sewerage;

® stormwater; and

. regulatory and planning.

Our review of the Council’s performance results is completed in two parts. During our
interim audit we consider the Council's approach to recording this information. This
means looking at the systems and processes the Council has in place. When the
Council has generated its petformance resulis, we then substantiate a sample of
reported results to ensure the result reported is materially correct. When considering
the systems ond processes, we did not encounter any issues. The system and processes
described to us for capturing complaint and service request information appeared
reasonable. We only encountered issues around the completeness of information in
the system when testing the Council’s reported results,

Further information on these matters is included below.

Completeness of underlying information for complaint and service request
medasures

On reviewing the underlying information contained within the Customer Request
Management (CRM) system, we:

Droft Final Management Report 2015-16 &JDIT NEW lEALAND
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Report to the Coundil on the audit of Carterion Districi Council Page 7
for the year ended 30 June 2016

. were not able to obtain supporting documentation to corroborate all
sewerage and water supply complaints; and

» could not gain assurance over the completeness or accuracy of sewerage
and water complaints s net all complaints received are recorded in the
Council's computer system. Those complaints made in person or by phene are
not always entered into the system by Council staff. Therefore we could not
be certgin the reported results are accurate.

As a result of these matters, our apinion has been modified as noted in section 1.1.

While we identified these matters in relation to the reported results for sewerage and
water supply, the issue is prevalent across all services where reported performance
resulis are based on information extracted from the CRM.

For a local authority retaining complete information is essential. The data not only
provides information about the number of complaints and service requests received
by the Council and time taken to respond, it is indicative of the quality of the services
received by the ratepayers. Good quality and complete information on the
infrastruciure network is needed in order to determine future levels of service, capital
expenditure requirements and fulure operational budgets. This will be increasing
important for the Council os it prepares its 20718-28 Long Term Plan.

Appropriateness of regulatory and planning p'erfonnunce rosvlis

In addition to the issues encountered with complaints and service request measures, we
alsc encouniered issues with regulatory and planning measures. These issues are
outlined below:-

. For LIM applications, the Council was unable to provide us with the original
application for.a third of the applications selected for review. For one
further LIM application we identified that the process was not completed and
therefore cancelled during processing however included in the reported
resulis.

Following on from this, we completed additional work and were able to
confirm 'flle appropriateness of the reported result for LIMs through
examining the receipt of the fee for the LIM as these have 1o be paid on
application. There were no outstanding issues as a result of this review.

° For resource consent applications, when reviewing the official date on the
application and the date the consent was issued we identified three
applications from cur sample of twenty three, where the processing date
exceeded the statutory timeframe of 20 working days. The Council ot the
time was unable to provide evidence to suppert its assertion that each of the
applications in question was processed within the statutory timeframe
becavuse they were not received on or close to the date on the application.

We worked with the Council to obtain other supporting documentation to
support the timelines provided by the Council. Following consideration of this
information we were able to obtain sufficient assurance to confirm that the
reported results were materially correct.

Trofs Final Manageow Rapart 2013-14 wDIT NEW LEALAND
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Report te the Council on the audit of Carterton District Council Page §
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® For building consent applications, when reviewing the official date on the
application and the date the consent was issued we identified three
applications frem our sample of twenty three, where the processing date
exceeded the statutory timeframe of 20 working days.

For these three applications based on the supporting evidence retained by
the Council, the Council was unable to confirm that each of the applications in
question was processed within the statutory timeframe as they were put on
hold at various stages of processing. The Council ot the time was able to
provide support for the applications being put on hold due to Requests for
Information [RFI’s), however it was not able to provide support for when the
application was re-started when we were initially performing our review.

Similar to resource consents, we worked with the Councif to obtain other
supporting documentation to validote the timelines provided by the Council.
On review of this information we were able to obtain sufficient assurance to
show thot the reported results were materiolly correct.

Recommendation
For reporting performance measures results, the Council should:

. introduce systems and controls to ensure all complaints are entered into the
compidints system and discontinue using manual systems including recording
items in diaries;

° ensure sufficient and appropriate supporting decumentation is held for all
pesformance measures that will validate reported results; and

° implement o quality assurance process that ensures results reported by the
Council, and the reports from which they are drawn, are based on complete
and accurate data,

Management comment

We are reviewing our_sysfems and controls for the Operation team to identify the
recording of necessory informgtion in the Service Reguest System as close os possible to
source. There will continve to be monual recording of events by Operations staff when
they gre on-site, inclyding recording items in diaries for lofer transposition to the Service
Request System. This fransposition is undertaken by o new administrotor role in

Operafions.
All service requests received on the main telephone line are now transferred to the
rations Administrator for recording and passing on to the relevant staff. This ensures

consistent freciment,

We are satisfied that the systems are appropriate for our Council, especiolly as it
enables_our staff toi be very responsive to issues os they are raised by the public, and it

would not be prociical or cost-effective to directly enfer this date through mobile systems
vsed by our Operations siaff,
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for the year ended 30 June 2014

=

1.3 Uncorrected misstatements

The financial statements ore free from material misstatements, including omissions
other than in relation to the performance measures as documented in sections 1.1 and
1.2 above. During the audit, we discussed with management any misstatements that
we found, other than those which were clearly trivial. All significant misstatements
were corrected during the audii.

14 Breach of statutory deadline

The Council breached its statutory deadline of 31 October. The breach of statutory
deadline was appropriately disclosed in the Council’'s annual report. As o result, the
breach had no impact on our cudit opinion.

Management comment

is technicol br s in effect due to Audil New ! ving not !
revi -fi io! megsures. The first f Audif Z on

gquality and approprigfeness of non-financiol measures wos mode in eorly November.

There was nothing in the final opinion os presented thot could not have been presented
prior o the siatutory deadline of 31 October 2016,

2 Issves identified during the audit
2.1 Forestry revaluations
Findings

In assessing the forestry valuation reported by the Council we encountered the
following issves:

Forestry harvesting revenue

In eonsidering the forestry valuation for 2016, we identified revenve and expenditure
relating to harvesting that occurred in 2015. This revenue and expenditure should
have been included in the 30 June 2015 annual report.

The net amount recognised as a payable by the Council for harvesting in 2015 was
$10,644. However, when the revenve and expenditure associated with the
transaction was considered, the Council had received revenue of $970,312 and
incurred expenditure of $980,956. This wos material to the financial statements.

As both the revenue and expenditure arising from the Councils harvesting operations
should have been included and seporately disclosed in the 2015 annual repert, the
comparative information included in the 2016 annual report has been restated.

In the final version of the annual report, the prior period error has been corrected
and all relevant disclosure relating to this have been made.

Discount rates applied to the forestry valuation

The forestry valuation provided by Forest Enterprises Limited applies a post-tax
discount rate. IPSAS 27 Agriculiure paragraph 22 states that “an entity does not

Draft Fing! Management Report 2015-16 NJDIT NEW lEALAND
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—

include any cash flows for financing the assets, taxation, or re-establishing biclogical
assets after harvest (for example, the cost of replanting trees in a plantation forest
after harvest)”.

By inciuding taxation in the valuation it would indicate that the valuation included in
the annual report is understated. By applying pre-tax discounts rates at 9.2%
(consistent with industry average pre-tax rates) rather than the post-tax rate of 6.9%,
it provides a valuation of $534,238 against the original valuation provided of
$490,855, a difference of $43,382. This assumes all other factors in the valuation
remain consistent.

While under accounting standards for public benefit entlties, it would be preferred to
account for the valuation on a pre-tax basis, there are differing practices across the
public sector. Therefore the origina! valuation of $490,855 has been applied to the
financial statements.

Other matters

We are aware that no current formal contract exists between the Council and Forest
Enterprises Limited, who manage the Council’s forestry investment. The most recent
formal correspondence we have been able to obtain is doted 5 March 1979. The
costs and agreed terms in this agreement are outdated and no longer relevant fo
today’s forestry industry.

Recommendation
Improvements are required to the Council’s current process to ensure thats

° forestry harvest revenve ond expenditure is recorded and reported in the
correct financial year;

. forestry revaluations are recorded at the correct value excluding the impacts
of tax; and

. o formal contract is put in place with Forest Enterprises Lid regarding the
maintenance and harvesting of the Council’s forests.

Management comment

Agreed.

We commissioned our consultanis, Forest Enterprises, to prepare valyofions in line with
accounting standords. For future valuatlions, they will be instructed to use pre-tox

methodoloay.

A renewed coniract is currently bein 1 in place with Foreg! Enterpri
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2.2 Rates
Findings

in conducting the audit we became aware of two rafing issues. The issves related te
the application of contiguous water race rate and the designation of properties as
either urban or rural in the Mill Grove / Carrington Drive area of the Districi.

We considered these issues as port of the oudit. We concluded that these were
matters that would not affect the audit opinion or the annual report on the basis of
financial materiality. These were discreet matiers rather than systemic issves prevalent
in the Rating Information Database (RID). In respect of both matiers, the Council have
completed work over the RID to ensure these types of issues will not occur again.

While the Council has undertaken its own review and continve to refine and update
information in the RID we believe that there would be benefit to the Council in
engaging an oppropriate expert 1o conduct a full review of its rating system and
processes. The rating process is complex requiring a thorough and detailed
understanding of the legisiation. Be engaging an expert to complete a review will
give the Council comfort thot its rafing processes are appropriate and the rates it is
levying o legally set.

Recommendation

Engage o third porty to perform a review of the Council’s rating system. This review
should be used to identify any changes and improvements that are required to the
rates setting process.

Management comment

re_consiclering en a_consuf review the r ] 1 !
potticulor this will include the funding impaet stotement, revenue and finance policy, and
the proposed rates resofvtions. We do not infend fo engage someane to review the dala

in the rafing informati e do not believe the cost of engoging an external
reviewer is justified, for the benefits that woul i We will though continue 1
infernglly review dota, and are currently reviewing the aceurocy of doto refated jo water
rages compared to our updated GIS system.

2.3 Approach to managing assets

As an asset intensive organisation, it is importani that the Council has in place robust
systems and processes to manage these assets. During the audit, we identified three
areas where the Council should improve its practices to ensure its asset information is
robust and reliable.

Further information on these matters is included below.

Braf Foo) Moncgenan tepon 201 5.1 AUDIT NEW ZEALAND
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2.3.'

2.3.2

-_—

Management of capital expenditure
Findings

We reviewed the Council’s actual capital expenditure for the 2015/146 financial year
against budget. In the majority of asset intensive service delivery areas, there has
keen a significant underspend.

When we enquired with the Council in regards to its approcch 1o monitoring of
capital expenditure and reasons for the significant underspend, we were advised that
there is no monitoring process in place by senior management. If we wished to
understand the reason for each asset varionce this would need to be investigated and
explained by the relevant asset class manager.

The underspend in 2015/16 is $2.5 million compared o a total copital expenditure
budget of $5.7 million. This follows an underspend of $0.6 million in the prior year.
While there may be justifiable reason for the underspend and approved decisions to
support the deferral of capital expenditure as this cannot be explained, it does
question the robusiness of the Council’s process for budgeting capital expenditure.

We are not currently aoware of any potential implications on asset condition and
service delivery from these underspends. However, we will continue to ligise with the
Council as we prepare for the 2018/28 Long Term Plan.

Implementing a formal process to monitor capital expenditure against budget
throughout the year will aid the Council in identifying whether delays are project
specific and outside the Council's control, or whether there is a broader reasen for
delays, such as back of resourcing. This information can be used to inform the budget
sefting process going forward which will aid decision moking.

Recommendalion

Implement a formal process fo monitor capital expenditure against budget throughout
the vear,

Review the existing capital expenditure budget o determine whether the propesed
expenditure is appropriate and reflective of what is achievable and realistic.

Management comment

We have staried to improve our monthly reporting processes by managers. This will
include capital expenditure against budget, and forecusting year-end results.

Infrastructure revaluations
Findings

We have been unable to obtain assurance that the asset revaluation incorporates all
asset additions during the year. This is due to limitations within the Council's Fixed
Asset Register (FAR), and an inability to align this information with the detailed
engineers’ record of the sewerage system received by Opus. Asset additions were not
material in this instance. However, there needs to be o clear trail that provides details
on what has been included in the valuation that can be reconciled to the systems.

Draft Fina! Managemert Report 2015-16 A&’DI T NEW lEALAND
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We are aware that in preoviding the schedules to Opus, the Council is working
towards two ovicomes. Those being:

) to establish clean, new valuations; and
. to identify and specify the components of assets into recognisable items.

This is leading to the future implementotion and population of o new fixed asset
schedule in respect of water, wastewater and storm water infrastruciure.

Recommendation

Undertake an exercise to align the entire FAR with the information in the general
ledger and detailed information received by Opus for their valuation. This will ensure
all assets are included within future valuations undertaken.

Management comment

FAR comprises two modul within_ MoqgiQ fil igls and that within w
gssel manggement system, Assetic,

The revoluation of the three woters infrastructure ossefs undertaken by Opus was bosed
n the component dalo enlered inf fic. Th valyation results provided by Opus
re posted in summary info the iQ financials, T nciled o une

From this siarting poini, ihe osset management system operaies os the fixed asset
register for the three waters, ond future revoluations by Opus will invelve providing
gssurgnce over doto and valuation colculotions within the asset monogement systems
rather thon usin rate_dis tabases a i,

Depreciation rates
Findings

When reviewing items from the Council’s FAR we have noted that the depreciation
rates being applied in the FAR were not always the same as those stated in the
accounting policy. In some instances the accounting policy does not align completely to
the revalvation reports.

For example, for one asset class selected heing library books, the depreciation
method and rate used are straight line at o rate of 18.87% (5.3 years). However, the
Council's accounting policies state library books are depreciated on ¢ straight line
basis at a rate of 16.67% (& years).

In this instance o higher depreciation charge has been expensed than should be under
the Council’s policies. In the context of the annual report, the depreciation charged is
materially correct.

Recommendation

Undertake an exercise to align the FAR with the accounting policies and valuation
reports to ensure all ussets are being depreciated ai the correct rate.
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Management commeni

Agreed.

2.4 Supporting documentation for contributions revenue

Findings

During reviewing contributions revenue, the Council was unable to locate a valvation

report for one of our selected contributions.

It is important that the Council ensures it has copies of all valuation reports to support

the amount of contribution revenue received and in complionce with the District Plan.

Recommendation

Retain all valuation reports for contributions revenue as supperting documentation os

they determine the amount of contribution revenue and whether contributions revenve

is consistent with the District Plan.

Management comments

Agreed.

2.5 Debtors and other receivables
We identified two areas where the Council should improve its processes and
approach fo monitoring debtors. These are outiined below.

2.5.1 Premier Beehives NZ

Findings

We nofe that one of the Council's significant debtors, Premier Beehives NZ, has

amounts outstanding dating back to November 201 5. From further investigation we

identified the following:

° the Council has been on-charging the entire amount of laboratory costs
incurred to Premier Beehives NZ instead of propertioning them. Only costs
relating to testing for trade waste should be on-charged; and

° we are aware that Premier Beehives NZ has disputed the charges and the
Council’s engineer is preparing a reconciliation fo determine what proportion
of the total charges is recoverable.

The Courxil have identified the amounts overcharged and the adjusted debtors

balance is included in the financial statements,

Recommendation

Implement an independent review process by the finance team over any billing

request that requires judgement.
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Management comment

Agreed.

2.5.2  Collectabitity of debtors
Findings

We performed a review over the amount of Council debtors past 90 days. We noted
the following:

o out of a total of $800,110.58 in debtors and receivables, $127,863.73 is
over 90 days (this excludes rates receivables}. This amounts 1o
approximately 16% of receivables;

® the provision for doubtful debts is $61,589.93, This is under 50% of the
balance of those debtors over 20 days;

. the categories of receivables with significant 90 day balances include,
Water Receivables $32,853, Debtor Receivables $65,613 and Dog
Infringements $31,499; and

o the Council only reviews Debtors once they reach 90 days past due to assess
for collectability, and where appropriate, creates a provision for doubtful
debts.

Recommendation

Undertake o review of collectability of the current aged receivables ond, going
forward performs more frequent reviews of the debtors balance. These reviews
should commence for any balances that are 30 days past due.

This will help to ensure that debtors are actively managed and the amounts
outstanding remain colleciable,

Management comment
have fner in 7 m
processing and debt management (in addition to rafes). Training by MagiQ, our

financigl systems provider, has been scheduled for the new stoff, and regular reporting
will be designed,

2.6 Policy review

Findings

Part of an effective control environment is to ensure ali policies are relevant. This can
be achieved through regular review. We considered the Council's approach to
vpdating policies during the audit.

From our review of sensitive expenditure, we are oware that the Council does not
have a formal or regular review process for its policies. We have confirmed that any
vpdates are made on an as required basis.
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3.1

3.2

This does not necessarily mean that these policies have been found to be not
fit-for-purpose, However, without regular review, there is a risk that policies and
procedures become outdated and no longer support the needs of the Council or
reflect good proctice.

Recommendaiion

Implement a formal review process over all of the Council’s policies. Policies should be
reviewed, refreshed and re-communicated to staff regularly {at least every three
years),

Managemeni comment

Agreed, A review of Council policies hos been initioted, with regular reporting to the
Policy and Strategy Committee. A progromme of work will be discussed of the next

Commitiee meeting.

Areas of focus for the audit

In our audit arrangements letter, we highlighted areas of business risk and audit focus
that may impact on our audit opinion. In this section we provide an update on these
areas.

Pensioner housing

Following consultation with the public, Council approved the decision to gift its
Pensioner Housing to the Carter Society as an existing secial housing provider in the
Carterion District.

As part of our audit we reviewed the accounting treaiment associated with the
transfer of the Pensioner Housing stock to the Carter Society and the resulting
adjustments to ensure they are accurately reflected in the Council's financial
statements,

There were no issues noted from our review of the gifting of the pensioner housing.
Wastewater treatment plant (WWTP) consent
We are advised that the Wastewater project is on schedule.

Qur understanding is that the resource consents for the Carterton WWTP and effluent
irrigation scheme expire in October 2017, The deadline for submitting new consent
applications to enable continued exercise of the current consents while the application
is being processed is 14 April 2017, A project team has been progressing
investigations fowards development of a preferred option that will ultimately form the
basis of the Council's consent application.

We understand that the Council is currently in the process of submitting a draft
consent application to Greater Wellington Regional Council to help define any gaps
in information before they make a formal application in April,
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3.3 Amalgamation

Following the Local Government Commission (LGC) decision not to proceed with the
Wellington Super City, we are aware that the LGC is considering other
reorganisation options in consultation with the Wairarapa Councils and the public.

There have been no updates provided by the LGC on this matter at the date ot
signing.

We will maintain an awareness of developments arising from the LCG findings and
discuss these with the District Council 1o assess any implications.

4 Control environment

We performed a high-level review of the control environment. We considered the
overall attitude, awareness, and actions of the Council and management in
establishing and maintaining effective monagement procedures and infernal controls.
Cur assessment of these areas was based on regular discussions with key members of
senior management, members of the Council, and our accumulated knowledge of
Council’s business.

In performing this assessment we consider both the “design effectiveness™ and
“gperational effectiveness”? of internal controd. The explanation of these terms is
outlined below. However, it is not the purpose of our assessment o provide you with
assurance on internal control in its own right. As such we provide no assurance that our
assessment will necessarily identify and detect all matters in relation to internal
control.

4.1 Interim management report

It is worthwhile noting that we roised a number of issues in ovr interim management
report. These deficiencies were reporied to the Council in June 2016, however the
report was not finalised until 5 September 2016. We urge the Council to address the
deficiencies idenfified in this report, in particular the deficiencies around segregation
of duties and joumals processing and review, with urgency. These recommendations
are summarised in Appendix 2.

Management comment

ana s are noted in appendix 2, Improvem will < rent j
the 2017 audit.
5 Ovr areas of interest for all local avthorities

As part of our audit we reviewed areas that are significant to the audit of all local
authorities. We also covered areas of interest that are not necessarily significant to
the Council but are areas we monitor as part of our responsibility 1o consider the
broader risks offecting local avthorities.

' Control is effective to elther prevent or detect o materiol ervor in either the finandial statemenis and /or aen-financial Information. The control
Is "fit for purpose™
2 Control has operated effectively Hrovghout the period fasted.
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These areas were outlined in our Audit Arrangements Letter, Our findings on these
matters are included in Appendix 3.

6 Status of previous recommendations

Summary of actions taken against previous recommendations:

Number of recommendations | Current statvs
frem previous years’ avdits

1 Matters that have been resclved

4 Progress is being made, but not yet fully resolved

4 No progress has been made

This summary needs to be read in conjunction with the status of recommendations
raised in previous years' management reports as detailed at Appendix 2.
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Appendices

Appendix 1: Explanation of priority rating system

Our recommendations for improvement and their pricrity are based on our assessment of how
far short the Council is from a standard that is appropriate for the size, nature, and complexity
of its business. We have developed the following priority ratings for cur recommended
improvements:

Needs to be addressed urgently

These recommendations relate to a significant deficiency that
exposes the Council to significant risk. Risks could include o material
arpor in the finonclal statements and the performance information; o
breach of significant legislation; or the risk of reputational harm,

Necessary Address at the earliest reasonable opportunity, generally

Improvements are necessary within 6 months
These recommendations relate to deficiencies that need to be
addressed to meet expected stundards of good practice, These
include any control weakness that could undermine the system of
internal control or create operatienal inefficiency.

Beneficial Address, generally within 6 to 12 months

Some improvement required These recommendations relate to deficiencies that result in the
Council falling shert of best proctice. These include weaknesses thot
do not result in internal controls being undermined or create a risk to
operational effectiveness. However, in our view it Is beneflcial for
management to address these.
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Appendix 2: Status of previous recommendations

Outstanding matters

Recommendation

Current status Priority Management’s proposed

action

Journals

A thorough independent
review of all journals
processed by the Council
should be performed. This
review needs to
incorporate the complete
journal population.

The timeline of processing
journals and the process
for vnique identification is
reviewed to ensure ¢
complete identifiable
pepvlation of journals.

We will review our journal
preporation, review and
approval controls. We are in the
process of bringing oll eur
reporfing and plonning processes
in-house, This will ertoil ourselves
fogking closely ot alf processes

and duty assignments.

We have confirmed that
our findings of issues at
our interim cudit with
regards to journal
processing ond review
procedures remdin
unchanged af our final
audHh.

No changes have been
made.

Segregation of duties

We recommended o
review is undertaken of
FMIS security access for all
staff members and, where
edit access s
inappropriate, this be
changed to view only or
tccess removed.

All independent reviews
are performed by an
employee who is
substantially independent.

We have confirmed that We will review qur finonciol

no formal review has tronsaction preparation, review
been undertaken. We and g { con This will

enlail ourselves fooking closely
ot oll processes ond duty

have confirmed with {T
staff that no change has

been made to staff assian We hove now
decess. The situation found P o version 4 of
at our interim audit will MagiQ) En i will

identify whert opportunities there

are for more finely-grained

remain as long as the
Coungil remaing
operationally on version 3
of the Magiq software,
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Recommendation

Current status

Priorily

Management’s proposed
action

Legislative compliance

The Council should ensure
it is in compllance with all
applicable legislation.

We have confirmed that
the two abatement notices
received were in relation
to not reporting to the
Greater Wellington
Regional Councll on time.
The Council has reported
the gbatement notices in
the performance
reporting.

Information required for avdit completion

There has been gn on-going

Wi fo ensure

compliance w requirements

necessary to meet the currenf
nd futyr © consents.

Exdensive work hos been

wnderfoken to improve the

{regiment facilities gnd

by the consents,

We believe that completion of
ilities wil ! cessf
renewal of the resource consents.

The Council should review | During our final audit we | Necessary | All informotion required under
the audit information noted improvements in the the oudit arrgngements letler
requirements fo ensure all | timeliness of the provision W vi ime, before ihe
required information is of supparting finol il coim
available at the start of documentation. However A siream of requests for
the audit. Any ether we expetienced delays In additional information on
information should be receiving additienal financial r was received
provided in a fimely information required. This after the audit teom had left,
manner. resulted in timeliness of We believe these were provided
completion of our work in o timely monner.
being affected. GQueries on the non-fingnciol
were not received until after the
statfutory deadiine,
Risk manugement
We encourage the Council | No further progress has Necessary | We will continve to deveiop our

to progress the
development of the risk
management programme
ond implement on
integrated risk
management framework
and register.

been made on this to
dote. A member of staff
with experience and time
to address this matter has
been given ownership of
this project.

anagement poligies and
precedures ond associgted
practices to reflect both the
NZISO 310000 fromework and
best tice, F r

development is to be discussed of
the next Auvdit ond Risk

Commitiee meeling.
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Recomsmendation Current status Priority Management's proposed
action

Reconciliations

We recommended thot We have confirmed that | Necessary | e will review our financial

reconciliotions be no change has been transaction preparotion, review

performed by the 20th of | made to the process and a oval confrols. This wil

the follewing menth to timing of preparation and enfail ourselves looking closely

ensure timely review, review of reconciliations. ot alt processes ond duty

assignments. Processes inveolving
PwC ore being brought in-house.

Narration and supporting decumentation for journals

The Council should ensure | We have nofed Beneficiol | We will review our journal

that there is adequate improvements in the prepgration, review and

narrgtion and supporting supporting documentation approvol controls. We are in the

documentation provided for journals, however process of bringing ofl our

and kept for all journals. narrations remoin an area reporting ond planning processes
for improvement. in-house, This wiil entoil curselves

fooking closely of alf processes
and duty ossignments,

Annual leave balances

We recommended the We have noted o Beneficial | The monagement feam continues
Council puts in place decrease in the annuval to_movitor leave bolances
formal leave plans for leave balances, however monthly with the objective of
staff with high annual some balances remain managing high balgnces

leave balances. high. downward. Altheugh accrued

balances }ncg exceed 20 days,
fhe_entitlement balance wifl be
Jess than 20 doys for most sfaif,

Matters that have been resolved

Recommendation Ouicome

Creditor Masterfile changes We have reviewed all creditor masterfile change
reports for the remdainder of the financial year
and confirmed that all reports are now being
signed and dated os prepared and reviewed.
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Appendix 3: Other areas of interest for all local authorities

As a part of our audit planning we identified a number of concerns common 1o the local
government sector. The table beiow outlines our areas of Interest for this year’s audit. The
left-hand column describes each matter and the reasons for our interest. In the right-hand
column, we describe how we addressed each matter during the audit.

Area of inferest

Our audit response

Mandatory performance measures

The non-financial performance measures rules
were signed on 12 November 2013 pursuant to
section 261B of the Loced Government Act 2002,

These require the reporting on mandatory
meaosures by oll Councils in their annual report
from 30 June 2016 year-end onwards.

We have reviewed the systems the Council has in
place to record results for the mandatory
measures. Please see section 1.2 above for more
detail.

Rates

Rates are the Council's primary funding source.
Compliance with the Local Government [Rafing)
Act 2002 (LGRA) in rates setting and collection is
critical fo ensure that rates are validly set ‘@nd not
ot risk of challenge. The Council should ensure it
has appropriate processes in place, including
seaking legal advice where appropriate, to
ensure compliance of its rates and rating
processes with legislation.

We have considered the Council's compliance with
aspects of the LGRA that have a material impact
on the financial statements. We focused on the
rates setting process — the consistency and
completeness of the resolution and the Funding
Impact Statemant (FIS), and reviewing o sample of
differentidlly set and/or targeted rates to assess
whether the matters and factors used are

| consistent with the LGRA.,

“We emphasise that our review of compliance with
legislation is completed for the purposes of
expressing our audit opinion. it is not, and should
not be seen os, a comprehensive legal review. This
s beyond the scope of the audit, and our
expertise as avditors. The Council has
responsibility for ensuring it complies with
opplicable lows and regulations.

Please see section 2.2 above for further
information.

Impairment assessment for property, plant and equipment and other fixed assets

PBE IPSAS 21 Impairment of Non-Cash-Generafing
Assets ond PBE IPSAS 26 Impairment of Cash
Generoting Assets requires assets held at cost to
be assessed for indicators of impairment on an
onnual basis, while PBE IPSAS 17 Properiy, Plant
ond Equipment requires revalued assets to be
corrled ot a revalved amount that does not differ
materially from fair value as af reperting date.

We have reviewed the Council’s assessment of
whether there are any indicators of impairment
and found no Issues that need 1o be brought to
your attention.
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Area of interest

Our audit response

In addition, work in progress values on projects
that span on extended period of fime need to be
assessed regularly for impairment over the periad
of the project.

The relevant standards provide guidance on
indicators that an asset may be impaired, and
how impairment should be recognisad,

We expect the Council o have completed an
impairment ossessment fo determine whether any
assets will need to be impaired. This assessment
needs to be made at an early stage, to avoid the
risk of this becoming a significant issue ot a late
stage in the audit.

Funding impact statements (FIS)

The Council’s annuol report will identify and
explain any significant financial and service
performance variances from those planned. While
the FIS incorporates two years' comparative
information, we expect the primary focus of
varionce explanations at the Group of Activities
level and Whole of Council will be agoinst the
2015-2025 Long Term Plan (LTF}.

We reviewed the FISs and the explanations as
included in the annval report of actual versus
budgeted expenditure. We found no issues that
need to be brought fo your attention.

Elections

With the election in October the Council needs to
be careful that the content of the annial report

and summary annual report (as well os any other
publications issved by the Council) cannot be seen
as electioneering. h W :

We encournge the Council to consider how it will
manage the need to maintain ordinary business
and continue to carry out its stotutory.
responsibilities, while ensuring that its resources
are not used, or perceived as being used, to give
electoral advantage.

There were no issves that arose that need to be
brought to your attention.

Dreft Finat Management Repont 2015-16
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Area of interest

Qur audit response

Emissions Trading $cheme (Forestry)

Forestry enmtered the Emissions Trading Scheme
(ETS) en 1 Janvary 2008, The ETS classifies forests
differently depending on whether they were first
established after 1289 or before 1990.

Owners of pre-1990 forest land are required to
surrender New Zealand Units (NZUs) to the Crown
if they deforest (change land use). They can apply
for a one-off allocation of NZUs to help offset the
decrease in land value due to decreased land-use
flexibility, or alternatively for smali forest
holdings (less than 50 hectares in total) can apply
for an exemption from the ETS.

Owners of post-1989 forests can choose 1o enter
the ETS. They will then earmm NZUs as their forests
grow [backdated to 1 January 2008) and have
obligations to surrender NZUs ot harvest.
Post-1989 forest owners do not receive free NZUs
as port of the forestry allocation.

We reviewed ETS in relation to the Council's
forestry assets ond found no issues that need to
be brought to your attention.

Development contributions a “L

)

Development contributions {and financial &, ™~
contributions, which are levied under the Resovrce
Management Act] are an important funding tool
for mony local avthorities. N

Development contributions can be contentious.
There is a risk that developers may challenge the
Council's compliance with legal requirements.

The Council may also face the risk of needing to
repay contributions if developments do net
proceed. To manage this, the Council needs
adegquate records. '

Recent amendments to the Lacal Government Act
2002 [LGA) encovrage development agreements
between developers and territorial authorities,
where developers provide infrastructure (and for
money) instead of paying development
contributions under the territorial authority's
development contributions policy.

Develapers’ agreements con give rise to liabilities
and assets, which the Council should consider when
entering Into this type of arrangement.

We have reviewed the Council's controls to check

that all development contributions are charged in

accordance with the policy.

‘We are safisfied the use and application of funds

ond /or infrastructure received under the

'| Development Contributions Policy are appropriate
‘and have been correctly accounted for.

Please see item 2.4 above for further information.
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Area of interest

QOvr audit response

Elected Members ~ remuneration and allowances

The LGA gives the Remuneration Authority
responsibility for setting the remuneration of local
government elected members, The Authority also
has the role of approving a Lecal Autherity's
policy on allowances and expenses.

The Council’s annual report must disclose the total
remuneration recelved by or payable to each
member of the local avtherity in the reporting
period (Schedule 10, clause 18, LGA). A local
authority must disclose remuneration poid or
payvable to each member from both the local
outhority and any coundll orgonisation of the locol
auvthority.

We have assessed the Council’s compliance with
the requirement to disclose the remuneration of
each member of the local autherity in the annval
report against the relevant Local Government
Elected Members Determination and any
amendment to that Determination. We have found
no issues that need to be brought to your
ottention.

Lecal Government earthquake-prone buildings

Exposure 1o earthquake-prone buildings is a
common issue which affects, but is not limited to,
the Local Govemment sector,

In May 2015, the government announced thot it
had revised its policy on earthquoke-prone
buildings in favour of 6 more targeted approach
that focuses on the buildings that pose the
greotest risk to life.

The main changes include:

varying the timefromes for identifying and
strengthening ecrthquake-prone buildings
according to the seismic risk around

New Zedaland ({with timeframes for
identifying potentially earthquake-prone
buildings of five, 10 and 15 years, and
timeframes for strengthening earthquake-
prone buildings of 15, 25 and 35 years —
timeframes dependont on the seismic risk of
the area);

reducing the scope of buildings covered by
the system — excluding farm buildings,
rataining walls, fences, monuments that
cannot be entered (for example statves),
wharves, bridges, funnels and storage
tanks;

prioritising education buildings, emergency
service facilities, hospital buildings and
cortidor buildings by requiring that in high
and medium seismic risk areas they be
identified and strengthened in half the
standard time;

impairment and considered whether there are any

We hove reviewed the extent of exposure the
Council has in relation te buildings that do not
meet the required percentage of code, including
the expected impact of planned changes.

We have assessed each case for potential

impacts on levels of service,

As poart of our review we have gained an
understanding of what risk management actions
the Council has undertaken.

There are no issues that need to be brought to
your attention.
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Area of interest Our avudit response

. introducing new medasures 1o encourage
earlier upgrades through o new
requirement 1o strengthen earthquake-
prone bulldings when svhstantial alterations
are undertaken; ond

* a more focused Earthquake-prone Buildings
Register and enhanced public notices on
earthquoke-prone buildings that give
information about the earthquake rating of
the building.

The Building (Earthquake-prone Buildings)
Amendment Bill s currently being considered by
the Local Government and Environment Select
Committee.
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Appendix 4: Mandatory disclosures

Area Key messages

Our responsibilities in conducling | We carried out this audit on behalf of the Controller and

the audit Auditor-General. We ore responsible for expressing an
independent opinion on the financial statements and reporting thot
opinion to you. This responsibility arises from section 15 of the Public
Audit Act 2001,

The audit of the financial statements does not relieve management
or the Council of their responsibilities.

Qur audit engagement letter contains a detailed explanation of the
respective responstbilities of the auditor and the Council.

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

Auditor independence We confirm that, for the audit of the Council’s financial statements
for the year ended 30 June 2016, we have maintained our
independence in accordance with the requirements of the
Auditor-General, which incorporate the independence requirements
of the External Reporting Board.

Other than the oudit, we have not provided any engagements for
the Council during the year ended 30 June 2016. in addition, we
have no retationships with, or interests in, the Council.

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

We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the
Council during or since the end of the financial year. ,

Unresolved disagreements We have no unresolved disagreements with management about :
matters thot individually or in aggregate could be significant to the
financial statements. Management has not sought to influence our
views on matters relevany to our avdit opinion.
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Level 1, 100 Molesworih Stieet

1 December 2015 Thorndon, Wallington
§ PQ Box 99, Wellington 4140
RECETUED 04 496 3099

Jobn Booth foUmL U
Mayor
Carterton District Council e
FO Box 9

Carterton 5743

Dear John

Avdit for the year ended 30 June 2015 = Management Report

Please find enclosed our final management report on matters roised during our audit of
Caoiterton District Coundll for the yeor ended 30 June 2015.

Yours sincerely

/4

Phil Kennerley
Director
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Report to the Council on the pudit of Coarterton District Council Page 2
for the yeor ended 30 June 2015

Key imessages

We have completed the avdit for the year ended 30 June 2015. This report sets cut our
findings from the audit and draws ottention to areas where Carterton District Council {the District
Council) is doing well or where we hava made recommendations for improvement.

Audit Opinion

An unmodified audit opinion waos issued on the financiol statements and performonce
information.

Issves identified during the audit

The primary purpose of our final cudit visit was 1o complete audit proceduses o encble us 1o
issue on opinion on the Council’s financicl statements and performance information.

As part of this audit work we identified several oreas for improvement. The following table
summarises our recommendations and thelr priority:

Recommendation

Nucessary ﬁ!ﬁlﬁﬂ;ﬂ

Narralion and support for journols

The District Council ensure that there is adequate narration and
supporting dotuwmentotion provided and kept for oil journals.

Information required for audit completion

The District Council review the avdit information requirements 1o
ensure ol required information is available of the start of the audit.
Any other information shosld be provided In a timely manner.

There Is an explangtion of the priority rating system in Appendix 3.

Thonk you

We would like 1o thank the Council and management for the assistance received during the
audit.

V%

Phil Kennerley /
Auvudit Director
1 December 2015

AS24 = FAIMonDC 1 3) - 30-DE-2017 w DlT NEW LEALAN D
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for the year ended 30 June 2015
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Report to the Council on the audit of Carterton District Council Page 4
for the year ended 30 June 2015

1.1

1.2

2.2

Our audit opinien
We issved an vamodified audit opinion

We issued an unmodified oudit opinion on 30 Ocober 2015, This means that we were
satisfied that the financial statements and statement of service performance fairly
reflected the District Council’s acfivity for the year and its financial position at the end
of the yeuor,

In ferming our audit opinion, we considered the following motters.
Uncorrected misstaiements

The financial stotements are free from materiol misstatements, including emissions.
During the audit, we have discussed with management any missiatements that we
found, other than those which were clearly trivial. There were no significant
misstatements identified during the audit that have not been corrected.

Compliance with significant legisiation

We reviewed the systems ond procedures that the District Council employs to identify
ond comply with legislative requirements. No issues arose that need to be drown fo
your attention.

Business risks/issves
Rates

For the 2015 audit we again considered Council’s compliance with aspects of the Locol
Government [Rating) Act 2002 {LGRA) that moterially impact on the financial
statements. Princlpally we focused on the rates setting process — the consistency and
compleieness of the resolulion and the Funding Impact Statement (FIS), ond reviewing a
sample of differentially set und/or targeted rates to assess whether the matters and
factors vsed ore consisient with the LGRA.

The majority of this work wos completed during the 2015-25 LTP audit. During the LTP
audit we also followed up on our prier year rotes issues with information in the revenue
and financing policy.

We confirmed with prior yeor issues were addressed and no other retes issues were
identified.

Risk management
We followed up on progress made to the Council’s risk moncgement procedures. We
continve to note limited progress in this area. Council has planned to undertake risk

manogement workshops.

We continue to recommend that Council progresses the development of the risk
management programme and implement an integrated risk management programme.

AS2] - P313CanDC 151 - 30-06-2015 wD‘T NEW LEALAND
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Report to the Council on the oudit of Carterton District Council Poage 5
for the yeor ended 30 June 20135

2.3

2.4

2.5

=i w

Amalgamation

In May 2013 the Council made a joint application (with Masterton and South
Wairarapa District Councils) to the Local Government Commission for o reorganisation
proposat comprising the merging of the three Wairarapa coundils into o single
Wairarapa vnitary avthority,

The commission proposed u super-city for Wellington and Wairarapa regions, The
proposol was withdrown following consuitation that showed there wos o lack of
community support. We understand more proposals will be considered over the next
year by the Commission.

We will continve to monitor this crea ond any developments that may occur.
Wastewater treatment plant

The District Council is undertaking a signiticont sewerage treatment plant project,
budgeted ot $544,040 for 2014/15 ond $2.7 million across the subsequent 10 yeaors.

Over $1 million of capital works programme ot the treatment plont was carried over to
2014/15 from 2013 /1 4. This work was planned in line with the expected consent
conditions, including an additional exidation pond, UV treatment, reductlon of
phosphorus, ond preparation for land disposal of trected effluent. In 2014 /15, new
shelter belts were planted, a UV tertiary treaiment unit was commissioned, and o pivot
irfigator was installed. Discharge to land of treated sewage started in January 2015,
The delay in the work in 2013/14 related to the delay in the Greater Wellington
Regional Council granting the required resource consents,

We tested the significant additions this year and no issues were noied that need o be
brought to your attention.

Performunce measures

In November 2013 the Depariment of Internal Affairs (DIA) announced the
Non-financial Performance Measures Rules 2013 (the Rules). The Rules come into force
under s261B of the LGA 2002, ond mandated o total of 19 measuvres across water
supply, wostewater, starmwaoter draoinage, flood protection, and roading and footpoth
activities. These measures had to be included in the 2015-2025 LTP and be reported
on for the first time in the 2016 Annual Report.

From cur audit of the LTF, we have confirmed that the Council bas incorporated the
mandotory DIA measures into their performance framework, ond will therefore be
reporied on in the 2016 Annuval Report.

We discussed these measures with the Council. They have noted thaot they have
odequate systems in ploce to ensure information for the new measures is able to be
captured. We will review this during next year's oudit to ensure thot the systems are
working as described.

AS2]- P313ConDC15) - 30-06-2015 A{.’D IT NEW ZFALAND
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Report {0 the Council on the audit of Corterton District Council Page 6
for the year ended 30 June 2015

3

3.3

3.2

3.3

Our findings on areas of inferest for all Local Authorities

In our Audit Arrangemants Letter, we highlighted areos of interest that are not
necessarily significant to the Distriet Council, but are areas we monitor as part of our
responsibility to consider the broader risks affecting Locol Auvthoritles, Ovur findings are
set out below.

Investment management

Public sector entities are accountable for the public money that they invest in financial
assets or projects and programmes. Financial assets across the New Zealand public
seclor are becoming increasingly significont,

We updoted our undersionding of the District Council’s financial assets and investment
practices ond found these to be appropriate for the District Council.

Asset management

As port of the oudit of the Long-Term Plan (LTP) we reviewed the District Council's asset
management plans. Some improvement oreas for assets management plans were noted
ond were included in our report from the LTP dated 15 June 2015,

Other areas of interest for ail Local Avthorities

As well as the risks and issves noted above, there are also o number of other areas of
inferest common to the Local Authorities secior. Refer to Appendix 1 for detuils ond our
findings. There are no significont issves noted thot need 1o be brought to your attention.

Transition to the new PBE accounting standards

We audited the District Council’s updated accounting polidies, opening statement of
financial position, and restoted comparatives (including disclosures) to ensure materiol
differences arising from the new PBE standards ore appropriately reflected in the
District Council’s financial statements under the new PBE stondards.

While the Council had reviewed for changes required for the transition to the new PBE
standards, which included reviewing cur model Annual Report, no formal assessment of
the effect of the transition had been documented.

Qur approach 1o the transition was to review the Annual Report compliance with the
new PBE standards, using available technical 1ools, such as model finandial stotements
and iransition checklists, to ensure the District Council’s Annwal Report materially
complied with the new PBE standards.

Ovr review identified further adjustments which were omended subsequent 1o
diseussions with monagement. These adjustments included:

¢ recognising free carbon credits received;

adjustments to accounting policies to align o the new PBE standards; and

. reductions to finoncial Instrument disclosures.

AS2Y - PRLICorDCI 5] - 10.06-20)5 N_JD'T N EwW ZEALAND
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Repert to the Council on the audit of Carterton District Coundil Page 7
for the year ended 30 June 2015

We note the following:

e The District Council had appropriately determined its reporting tier, us a tier 2
entity.

. In the final version of the Annwal Report:
° the accounting policies have been updated to reflect the new PBE

stondards; and

o the financial stateiments have been vpdated and materially comply
with the new PBE standards,

5 ftems identified during the final avdit

5.1 Narrafion and support for journals
Recommendation
The District Council should ensure that there is adequate narratien and supporting
documentation provided and kept for ofl journals.
Findings
We documented the joumal system and tested a somple of journals to confirm thot
there are appropricte key internal controls in place. Our review identified that net all
journals tested had adequate narration or supperting documentation.
Adeguate narration and supperting documentation ensures that only volid jourmals are
processed.
Management comment
Agreed.

5.2 infermation regquired For audit completion
Recommendation
The Disirict Council should review the audit information requirements to ensure all
required information is available at the start of the audil. Any other information should
be provided in a timely manner.
Findings
At the start of the audit we received the financial statements and the majority of
supporting documentation, We note that some informotion was not included in the
supporting documentation, such as varionce explanations. This additienal information
was requested while on site and Jook several weeks to be received. As o result, the
avdit timeline was extended and resulted in o delay in signing the opinion,
Best practice is to have ol relevant information available at the start of the audit and
any additional information requested provided in @ timely inanner.
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Report 10 the Council on the audit of Carterton District Council Page 8
for the year ended 30 June 2015

Our Audit Arrangements Leter sets out our expectations for an efficient oudit and aiso
incdludes information we will need for the audit. We encourage the District Council to
review the ftems thot are contained in the Audit Arrangements Leier and ensure that
they are availabile.

Management comment

Noted.

6 QOur areas of interest for all local authorities

As port of our audit, we reviewed areos that are significant to the audit of ali local
authorifies, We also covered areas of interest that are not necessorily significant o the
District Councll, but are areas we monitor as part of our responsibility 1o consider the
broader risks affecting Loced Authorities.

These areas were outlined in our Audit Arrangements Letter. Our findings on these
maotters are included ot Appendix 1,

7 Siatus of previous recommendations

The status of each matter that was outstanding in last yeor's report 1o the Council is
summarised in Appendix 2,

Qur interim mancgement report doted 21 October 2015 alse included four
recommendations. From our discussion with the District Coundil's staff limited progress
has been made on these items. We will review these items during nexi yeor's interim
audit and report on the progress of these recommendations then.

Svmmory of action taken against previous years' recommendations:

Number of recommendaiions Current staius
from previous years' avdits

1 Matters thot have been resolved.
1 Progress is being mode, byt not yet fully resolved,
0 No progress hos been made,

This summary needs fo be read in conjunction with the status of recommendaotions roised
in previous years' management reports os detailed at Appendix 2.
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Appendices

Appendix 1: Other areos of interest for all Local Authorities
Appendix 2: Stotus of previous recommendations
Appendix 3; Explonation of priority roting system

Appendix 4: Mandatory disclosures
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fage 10

Appendix 1: Other areas of interest for all Local Authorities

Areos of interest

Audit findings

Project munogement

Toking o project-manoged approach is an important
part of effedively controlling copltal works, changes
to key IT systems and the process of change more
generally — whether that k change to service
delivery, or change to the way the eniity works.

The District Council engoges appropriate
consultants ond support to help mannge
significant projects. There were no significant
projects this year thot we reviewed,

Auvdit Commitiees

An effective Audit Committee can have ¢ posifive
impact on the identification and management of risk
and provide valvabie support to an entity ond the
Governing Body.

As reported in our interim management report
we racommend thot Council ensures the
commiftee is effective and is fulfilling its terms
of reference. In particular i should review draft
documents presented for avdit.

Conflicts of interest

Conflicis of interest are on aren of concern from two
perspectives; probity and the potential for a conflict
of interest that 1s not well monaged to ¢reate
significant legal and reputation risks. During 2007,
the Office of the Auditor-General (OAG) published
two sets of guidance for enfities in this ared.

Manoging conflicts of inferest: guidance for public
entities, explains how 1o understand conflicts of
interest in the public sector, and how o identify,
disclose, ond monage them. It also considers both the
legol ond ethicel dimensions of conflicts of interest.

The 2010 publication: Guidance for members of focal
cuthorities abovt the Locol Authorities [Members'
Interesis) Act 1968 provides more specific guidance
for Councillors. This is on updated version of
previously published guidance about the legal
requirements that apply to Councll members in formal
decision-maoking at meetings of their authority.

The Loral Authorities {(Members' Interesis) Act 1968
controls the making of contracts between Coundllers
ond the District Councit and prevents Councillors from
porticipating in Council matiers in which they have a
pecuniary interest.

We remained dlert for, but did not identify
any, conflicts of interest,

LEATRYETE L] A ET R AT B N
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Report 1o the Council on the avdit of Carterton District Council
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Areos of interest

Avdit findings

Contract management

Contract monagement is an important component of
procurement. Contract monagement Includes the
effective management and menitoring of the delivery
of geods or services to the agreed levels. It is
essential 1o ensuring that the District Council obtains
valve for money from the contracts its procurement
processes have put in place.

Contract renewals previde opporiunities for the
District Council 1o refresh contract expectations and
deliverables to align te the LTP. This can alse provide
opporiunities for efficiencies or other savings.

As reported in our interfm management report
we recommend the District Coundil improve its
contruct monagement processes with a formal
central contract management system.

Risk management

Sound risk monagement processes help to minimise
the impact of risks on the organisation.

Where the Council has not identified risks, or hos not
put in place specific processes for monaging these
risks, the organisation remeins exposed to the full
impact of the particular risk.

Refer to our comments in section 2.2,

Propedy, Plani and Equipment

The District Counci! periodically revaives its land,
buildings and infrostructure assets, PBE IPSAS 17,
Property, Plont and Equipment, requires that voluations
are carried out with sufficiens regularity to ensure thot
the carrying amount does net differ materiolly from
fair value.

The Cistrict Council needs to formally review whether
a revaluation is needed this year for the osset classes
that it is not proposing to revalue.

The Council performed an assessment 1o
determine that the value of their assets subject
to revaluation is not materially different from
the fair volves. Audit reviewed this ossessment
ond concluded that it was reasonable.

Property, Flant and Equipment — impairment assessmant

PBE IPSAS 21, Impoirment of Non-Cosh-Generating
Assefs, and PEE IPSAS 26 Impairment of
Cozh-Generuting Assets respectively require that an
entity assess, s the end of each reporting period,
whether there is any indication that an asset (including
intangible assets) may be impaired. If any such
indication exists, the entity shall estimate the
recoverable ameount of the asset, The standord also
provides guidance on some indicators that on asset
may be impaired,

We expect the District Counell to huve completed an
impairment assetsment to determine whether ony
assets will need to be impaired. This assessment needs
to be made at un early siage, to aveid the risk of this
becoming o significunt issue of o kate stage in the
audlit,

We reviewed the Council’s aissessment of
whether or not there are ony indieators of
impairment. None were noted.

AUDIT NEW ZEALAND

Mono Aroloke Aclearoa

AS2]- PF13C0NDCIS) - 30-06-2015

-04.



Report to the Council on the gudit of Carterton District Council

for the yeor ended 30 June 2015

Page 12

Areas of inferest

Audil findings

Development contributions

Development contributions [ond financial contributions,
which are levied under the Resource Management
Act) are an importent funding tool for many local
authorities.

Development contributions can be contentious. There is
a risk that developers may challenge Council’s
compliance with legol reguirements. Council moy also
foce the risk of needing to repay contributions if
developments do not proceed. To manage this, the
Councli needs adequate records.

We reviewed the District Counclls development
and financial contribufions revenve recognised
this yeor. From our review we noted amounts
were accurately chorged ond correctly
recognised.

Financial reporting disclosures

Schedvle 10 of the Local Government Act and the
Local Government (Financia! Reporting and Prudence)
Regulafions 201 4 detoil disclosures to be included in
the Annual Repeort. The District Council should review
these requirements to ensure all disclosvres have been
incleded in the Annual Report.

We confirmed all additlonol disclosures
required by the Locol Government Act and
Locol Government (Finoncial Reporting)
Regulotions 2014 are inclyded in the Annual
Report.

Possible LTP amendmenis

While Coundl has only recently odopted the
2015-2025 LTP, there s alwoys a chance that an
omendment may be necessory. Ap omendment arises
where Council proposes:

* a significant chonge to services levels [section
97 {1){o}]; or

. to transfer ownership of o strategic asset
[section $7{1}{b}]; or

s a significant change to the revenue and

finoncing policy [section 103(4]].

Should an amendment arise that meet the
above criterla it would require an cudit,

We remained olert for possible omendments.
No amendments were Idemtified.

Elected members — remuneration ond allowances

The Local Government Adt gives the Remuneration
Authority responsibility for sefting the remuneration of
local government elected members. The Authority also
has the role of approving a tocal Avthority's pelicy
on allowances ond expenses,

The District Council’'s Annval Report must disclose the
total remuneration received by or poyable 3o each
member of the {ocal autherity in the reporting
period.! A lacal authority must disciose remuneration
paid or payable o each member from both the local
outherlty and any District Counci! erganisation of the
local autherlty.

We reviewed the disclosure for elected
members’ remuneration. No issves were noted
and members were paid in line with the
determinetion.

' Schedule 10, <lawse 18, Local Government At 2002,
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Report 1o the Council on the audit of Carterton District Covneil Page 13
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Appendix 2: Status of previous recommendations

Outstanding maters

Recommendation Current siatus Priority Management’s
preposed acfion

Risk management Open. Necessary | Nofed.

We encourage the District We vndersiond that risk

Coundil to progress the monogement workshop are

developmaent of the risk being held but continue to

manogement programme and recommend that risk

implement an Integroted risk management processes ore

manogement programme. formalised.

Matters that have been resolved

Recommendation Outcome

Rates — Revenve and Financing Policy

Recommendations regarding the Revenve and This wos reviewed s part of the LTP audit and

Fincncing Policy Inciude vpdoafing it to:

® set out the voluatien system
general rate in accordance

s103{2}o}{i) Local Government Act; ond
] set out the ditierential general rote,

confirmed these items have now been incuded in

vsed for the the revenue ond financing policy.

with
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Appendix 3: Explanation of priority rating system

Our recommenciatlons for improvement and their priority are based on our assessment of how
for short the District Council is from a stondard that is appropriate for the size, nature, and

complexity of its business,

We have developed the following priority ratings for ovr recommended improvements:

Necessary
Improvements are necessacy

Beneficial _
Some improvement required

- Needs 1o be addressed urgently

These recommendations relate to a significont deficiency that
exposes the District Council 1o significant risk. Risks covld include
a material error in the financial statements and the
non-financial information; a breach of significant legisiation; or
the risk of reputotional harm,

Address at the earliest reasonable opportunity, generally
within six months

These recommendotions relate to deficiencies thot need to be
addressed 1o meet expected standards of good practice. These
include any control weckness that could undenmine the system
of internal contrel or create operationol inefficiency.

Address, generally within six to 12 months

These recommendations relate to deficiencies thot result in the
District Council falling short of best practice, These include
weaknesses that do not result in intermnal controls being
undermined or create o risk to operational effectiveness.
However, In our view it is beneficial for management fo
oddress these.
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Appendix 4: Mandatory disclosures

Areo

Our responsibilities in conducting
the audit

Auditing standords

Auditor Independence

Key messoges

We corried ovt this audit on behalf of the Controller and
Avditor-Generol. We are responsible for expressing on
independent opinion on the financial statements and reporiing that
opinion fo you. This responsibility arises from section 15 of the Public
Audit Act 2001.

The audit of the financial statements does not relieve monagement
or the Council of their responsibilities.

Qur Audit Engagement Letter contains ¢ detoiled explanation of the
respective responsibilities of the ouditor and the Council.

We carry out cur audit in accordance with generolly accepted audit |
standords. The gudit cannot and should not be relied vpen 1o detect
every instance of misstatement, fraud, irregulority or inefficiency
that are immaterial to your finandial stotements. The Council ond
management are responsible for implementing and maintalning your
systems of controls for detecting these matters.

We confirm thet, for the audit of the Carterton District Council's
financlal statements for the year ended 30 June 2015, we have
maintained our independence in accordance with the requirements
of the Auditor-General, which incorporate the independence
requirements of the External Reporting Board, |
Other than the cwdit and the oudit of the District Council's 2015-25
Long.-Term Plan, we hove net provided any ergogements for the
Carterion Distriet Council during the year ended 30 June 2015, In
addition, we have no relationships with, or interests in, the Carterton
District Council.

Other relationships

We ore net aware of any sttvations where a spouse or close
relative of o staff member involved In the audit cccupies a position
with the Carterton District Council thot is significant to the cudit,

We ore not aware of any situations where ¢ staff member of Audit
New Zedalond has accepted u position of employment with the
Carterion District Council during or since the end of the financial
year,

Unreselved disagreements

We have no unresolved disagreements with management about
motters that individually or in aggregate could be significant to the
financiol statements. Monogement has not sought to influence our
views on matters relevant to our qudit apinion.
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CARTERTON

DISTRICT COUNCIL

22 March 2017

Audit and Risk Committee

Management Letter for 2015-2025 Long Term Plan

4,

PURPOSE

The purpose of this report is to present the management letter from Audit New Zealand for the
20152025 Long Term Plan and to update the Audit and Risk Committee on the status of their
recommendations.

SIGNIFICANCE

The matters for decision in this report are not considered to be of significance under the
Significance and Engagement Policy.

BACKGROUND

The Auditor-General is the auditor of the Council's Long Term Plan. For the 2015-2025 plan, the
Auditor-General appointed Phil Kennerley of Audit New Zealand to undertake the audit. His team
undertook an audit of the Long Term Plan Consultation Document, and later an audit of the
adopted Long Term Plan.

FINDINGS

Audit New Zealand found the Long Term Plan free from material misstatements, and did not
identify any significant issues in the control environment.

Audit New Zealand made a number of recommendations on the overall asset management
environment. In particular they were concerned about:

a. no asset management structure—these concerns were considered as part of the
management review undertaken by the new Chief Executive and a new management
position was created for Assets and Projects. Unfortunately it proved difficult to recruit
someane with the requisite skills and experience, so the responsibilities were added to
the Planning and Regulatory Manager, the project consultant was retained, and the
engineering function was enhanced. A partnership agreement has also been entered into
with Wellington Water to provide the council with advice and technical asset
management support.

39288 1
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b.

lack of a formal Asset Management Policy—there has been some progress on an overall
asset management policy, which is being developed as part of the asset management
plans.

the implementation of a centralised asset database —there are two developments in this
regard, The Assetic asset management system is now in place, and we are adding
functionality for financial integration, reporting, and forecasting. And the GIS system is
being cantinually enhanced to capture data about our assets and provide information for
our staff,

improvements to asset management plans—work has started on our asset management
plans for the three waters, roads and major facilities in preparation for the Infrastructure
Strategy update and the Long Term Plan 2018-2028.

The performance framework for new mandatory measures was implemented for the 2015/16
financial year, and the new measures were reported against in the 2015/16 annual report. Audit
reviewed these as part of their annual audit.

The management letter for the consultation document is attached as appendix A.

Audit New Zealand aiso prepared a management letter on the final adopted Long Term Plan
(attached as appendix B). They had two findings:

d,

inconsistent use of the assumption around growth—this is a technicality. We assumed
moderate to low growth throughout the Long Term Ptan, but used high growth for a
benchmark required under Regulations. This was the only inconsistency, and was done to
comply with the Regulations.

ratepayer survey—Audit recommend that an annual survey be used instead of every
three year. We considered that the benefit of an annual survey would be unlikely to
exceed the additional expense.

5. RECOMMENDATIONS

That the Committee:

1.

Receives the report.

Marty Sebire
Corporate Services Manager

Appendix A: Management Letter for the 2015-2025 Long Term Plan consultation document
Appendix B: Management Letter for the 2015-2025 Long Term Plan

39288

-100-



-

AUDIT NEW LEALAND

x K
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‘i RECEITVED

Colin Wright
19 JUN 2015

Chief Executive
Carterton District Councit
PO Box @

Carterion 5743

Dear Colin

Report to the Councll on the audit of Carterton District Councit Long Term
Plan Consuliation Document for the period 1 July 2015 to 30 June 2025

We have finalised the management report arising from the recently completad audit, The
report is enclosed.

We wish 1o thank you and your staff for the assistance ond cooperation extended during the
course of the audit. If you have any questions please contact me on (04) 496 3099.

Yours sincerely

a4

Phil Kennerley
Director

AS2x- P3)3CoriDC1 5P - 30-06-2015
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Repotrt to the Council

We have completed the audit of Carterton District Counci’s {the Councll) Long Tesm Plan
Consultation Document for the period 1 July 2015 1o 30 June 2025. This report sets out our
findings from the audit and drows attention to our detailed findings, and where appropriate
mokes recommendations for improvement.

Key messages... ervunevurrn 3

[ Our audit opinion verr 5

2 Audit scope and ohijective " . 5

3 Conirol environment S

4 Areas of cudit emphasis 5

5 Qther matters arising from our audit. vosse .11

é Audlit of the fing! LTP .... -1

Appendix 1: Mandatory disclosvres 13
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Report to the Council on the avdit of Carterton District Council's
Long Term Plan Consuliation Document for the perlod 1 July 2015 te 30 June 2025 Page 3

it -

Key messages

We have completed the audgit of the Council's Long Term Plan Consultation Document {(LTP CD)
for the perlod 2015-25 ond issved on vnmodified opinion on & May 2015,

Issuves idenfified during the cudit

Ref | Recommendation
Infrastrociure Srotegy

4.1.2 | The Coundl consider including the items poted in parogreph
4.1.2 in its Infrostricture Strategy.

Overall usset management environment

4.2,1 | The Councll must explidily state in Uis LTP sthot asset dote
refiobility is an lssve and thot systems and processes need fo
ba put inio place befere relicbility is certoin.

The Council needs to attend {0 the recommendotions rolsed
from our findings in paragraph 4.2.1 1o Improve its asset
manogemeni environmant,

Complionce with the Regulations

4.2.2 | The Caund! must indude a rotes {income) afferdability
benchmark in its LTP as required by the Locol Government
{Financiol Reporiing ond Prudence) Regulations 2014.

Parformance framework = System For Mandalory
maasures

4.2,3 | The Councll naade to formally oscess which mandatory
performance measuras it is tnable to report agalnst ond
implements a system to do so in fime for the 2015/16
reporing.

Petfermance framewerk ~ Condext

4,24 | The Coundll shovld consider including 2014 actual
performance results, in oddition 2015 Annval Plon targets
olready disciosed, to provide greater context for
performance measures in the LTP.

Fulure fosus

As well os the opinlon issved on the LTP CD we will also issue an opinion on the final LTP thot
will be adopted before 1 July 2015.

The Council needs to ensure thot there are systems in place fo monitor its actual performance
against budgets, levels of service ond performance measures induded in the LTP From
1 July 201 5. These systems will assist with annval reporting, ond also internal moniforing and

reporting to Councll.

AT + P DCADCH 57 « 20002015 APDIT NEW ZEALAND
Mans Moiohs Aclsorss
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Report to the Council on the audit of Carterton District Council’s
Long Term Plon Consultation Document for the period 1 July 2015 to 30 June 2025 Poge 4

T P v TRk R T s e i

Thank youv

We would like to thank the Council, management and staff for their assistance during the
audit.

A

Phit Kenneriey
Audit Direclor
15 June 2015

AS2s - P3'3CanDC) 57 - 30.06.2013 AUDIT NEW ZEALAND
Mana Arotols Aclecroe
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Report 1o the Councll on the audit ot Carterton District Council’s
Long Term Plan Consuliction Decument for the perlod 1 July 2015 fo 30 June 2025 Page 5

e

1 Owvr audit opinion
1.1 We issued an unmedified avdit opinion
We issued on unmodified audit opinion on the Councll’s LTP CD on 6 May 2015.

This meant we were satisfied the Council's LTP CD meets the stalutory purpese and
provides on effective basis for public participation in Councif’s decisions about the
proposed content of the 2015-25 LTP.

We found the undertying information ond assumptions used o prepare the LTP CD
provided o reasonoble ond supportable basis for the preparation of the LTP.

1.2 Unadjusted misstatements

The LTP CD is free from material misstatements, including omissions. However, in the
course of the audit, we found certoin misstatements that are individually and
collectively not matericl to the LTP CD.

We have discussed any misstatements thot we found with management. Al significant
misstotements were amended prior t& Council adopting the LTP CD.

2 Audit scope and ohjective

The scope of our audit engugemen ond our respective responsibilities are contained
in our Avdit Proposal and Arrangements Letter dated 19 December 2014 and are set

aut in Appendix 1.
3 Control environment

Our approach to the audit wos to identify, confirm and assess the Councll’s key
processes and controls over the undarlying information end ulfimate production of
both the LTP CD and the LTP. The purpose of this assessment was to enable us 1o plon
the most effective and efficient approach 1o the audit work needed to provide our
two oudit opinions.

Overall, we did not identify any significant areas that need to be brought to your
attention.

4 Areas of audit emphasis

During the planning stoge of the audit, and cur review of the content of the LTP D,
we identified the following key risks and issues which were areas of emphasis during
our audit. In this sectlon of the report, we comment on our findings on those matters.

4.} Financial end Infrastructure Strafegies

Clearly describing the Council's Financial and Intrastructure Strategies was an
imperiont part of the Consultation Document. So that consultation processes are
effeciive, it Is imporiont that the retder Is oble 1o understond the strategies being
employed by the Council.

AUDIT NEW ZEALAND
Meno Arolunke Adlscren

AS2.5 » PI13CoADCISP - 30.06.2015
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Report to the Council on the avdit of Carterton District Council’s
Long Term Plan Consuliation Document for the peried 1 July 2015 to 30 June 2025 Page 6

4.1.1

Puring the cudit we obtained on understanding of the Countil’s strotegies:

Financial Strafegy

We evaluaied whether the Finandial Strategy was prudent and consistent with other
information presented in the underlying information. During cur evaluation of the
strategy we found thot there were some items thot elther needed to be included in
the strategy or darified. We worked through these as a port of the audit and there
are no jssues that remain unresclved ond need to be brought to your attention.

Infrastructure Strategy (1S}

We evaluated the IS for complionce with legislafion ond whether # was consistent with
other information presented in the underlying information,

Our initia) review of the IS identified areas of non-compliance with legislative
requirements that needed to be included. These areos were communicated 1o the
Council, and changes were mode to ensure that the 15 included those items.

The omended strategy wos assessed overall as good. However, there are several
ltems that could be included in the strategy to make it more readable and complete:

s A high level summary of the assets owned and monaged by the Council in
terms of both numbers and quantity, including their valuations.

. An indication of the quality of asset information including oge, physical
description, condition and performance information,

* Identificatlon of any significant disposal issues for assets ot the end of their
useful lives.

. Identification of key levels of service for each osset type.

. Discussion of any community expectations that may not be met and the

significance of not meeting these expectations.

. A summary of the historical expenditure for key asset types or groups.

. An oviline of proposed funding sirategies for the plonned expenditure,

] An Indication of any funding issues and the Council's planned response to
these.

We recommend that the Council considers including the above ltems in its IS.
Monagemeni comment

Your suggestions will be included in our review of the Infrasiructure Strategy.

£52b - P312ConDCL5P - 30.06-2015
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Report to the Council on the audit of Carterton District Council's
Long Term Plan Consuktation Document for the period 1 July 2015 to 30 June 2025 Page 7

4.1.3

4.2

4.2.1

Assumplions

In developing an LTP, Council had to make assumptions about the future ond establish
positions on various issues.

Our audit focused on evalvating the apprepriateness and completeness of the
forecasting assumpfions and risks identified by the Council for the development of the
LTP. We olso considered the application of the cdopted forecasting assumptions and
risk classifications in the development of the underlying information in the LTP.

There are no issves that we need to bring 1o your attention.
Preparation of financial informatien under IPSAS

Council undertook sufficient work fo understand the requirements of the new PBE
IPSAS standords requiremenis for their annual reporting and used this in the
development of the financial forecasts which were adopted as underlying information
for the LTP CD.

Specific issves identified during the avdit
Overall asset management environment

During our review and testing of the asset monagement centrol environment we noted
the following oreos for improvement:

. Lack of formal independent review. The use of an external consvitont o
write the plans does not suffice os an independent review. The consultant is
engaged to write the plons on the council’s behalf, not to review Council’s
glready prepared plans,

e Lack of any asset management structure. This has been identified as on
urgent priority for Improvement planning. We acknowledge thot the size of
the Council may maoke capacity capabilities difficult. However, effective
asset management is offen dependent on an effective feam fo implement the
procasses that are in place.

. Lock of a formal Asset Management Policy. Such a policy is often the bosis
for good asset management proctice throvghout an organisation, ensuring
thot there is consistency, accountability, and efficiency over osset
management. Without such a policy, the Council risks not knowing who is
responsible for specific areas of asset management, confusion in osset
management strategy, ond misunderstonding of whot good asset
management [ooks llice.

. Lack of an asset management system. We acknowledge that the Council
manages a small district and o small number of assets, but the use of on
excel spreadsheet Is not sufficlent as on asset management system. We also
note the risk of errors and inaccuracies in this spreadsheet given that there
appears 1o be little, if any, security around it

AS2b » P213ConDL 1P - 30-06-2015
7.
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Report to the Councif on the audit of Carterton District Council's
Long Term Pion Consultotion Document for the period 1 July 2015 ro 30 June 2025 Page 8

Lock of understanding or approach used in ensuring that afl aspects of
effective lifecycle monagement are considered during osset monagemant
planning. The Council needs to ensure that it Is following o procctive process
that covers all these stages, rother than the reactive approach which the
Council oppears to currently have. Understanding the different lifecycle
stage requirements for each of ifs assets allows the Couneli te create
forecasts thot ore vioble, and work programmes that are reclistic. This issue
appeaors to be indirecily the result of a lack of o formal osset management
structure /hierarchy in the Council. We would expect this 1o be managed by
an asset manager or infrastructure monager.

While the Asses Management Plans {AMPs) cover critical assets sufficiently
well, we note that this is not then transloted Into the osset moanogement
system. We note, from our discussions with the AMPs' author, that the
identification of critical assets in the AMPs Is provisional {that is, these are
only suggested crifical essets, rather than actual ones).

AMPs covered the finoncials ot o very high level. It was vseful to see grophs
indicoting capital expenditure in relation to renewals expenditure. However,
these graphs need to distinguish capital expenditure that relates to demand,
levels of service, and renewals. The graphs only showed capex that reloted

to renewals,

While the AMPs cover some key ossumptions, it would be useful If this also
included data reliobility given that this assumption underlies and feeds into
other assumpftions. It would olso be useful if more deteil is provided around
growth and demand requirements, only briefly covered in the AMPs.

These matters have the following implication for the LTP:

The Council must be explicit in the LTP that data reliability is an issue and
that systems ond processes need to be put into place before reliability is
cetfain,

We recommend;

on independent review of the asset management plans;

the implementation of some sori of formal structure /hierarchy fo identify who
has responsibility for different aspects of asset management in the Council;

an Asset Monagement Policy Is put in place as soon a: possible;
the implementation of a centralised database /system. Nof only would this
solve any issves with version control, it would olso provide some

accountability for responsibility of management of this register;

the Council eonfirm its position on ¢rificol assets and include these in the asset
management systems ¢s this would feed inte work prioritisation programmes;

ASZD - P313CanDLISP - 30-04-2015
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Report 1o the Council on the awdit of Carterton Districs Council's

Long Term Plan Consultation Document for the period 1 July 2015 to 30 June 2025 Page 9
[ o e e e e
* the capital expenditure graphs included in the AMPs need fo distinguish
capital expenditure that relates to demand, levels of service, and renewals;
ond
. the key assumptions should include data reliability given that this ossumption

underfies ond feeds into other assumptions.

Managemeni comment

We acknowledge your concerns and will be moking improvemenis o the monagement of
assets. The final LTP will include comments about doto reliability.

4.2.2 Compliance with the Regulations

The Local Govermment {Financial Reperting and Prudence) Regulations 2014 {the
Regulations} stipulate in regulotion 13 that certain benchmarks, as specified by
reguiation 10, must he disclosed in the Long Term Plan,

These requirements include benchmarks relating to rates offordability in complience
with regulation 17, for both “Rates (income) affordability” and “Rates (increases)
offordability”. We understond the Council intends including only the Rates {increases)
offordability in its LTP.

We ore gwore thot other councils will be incleding this benchmark in their LTPs os
required, applyling, for example, the maximum increases sef under their Rates
{increases) offordobility benchmark (for example, LGCI plus 2%) cumulatively ccross
the 10 years of the LTP.

We recommend that the Coundil Includes a rates {income)} affordability benchmark in
its LTP os required by the regulations.

Management commen?

We will include o rafes (income) offordability benchmork in fhe final LTP, but have
grave concerns obout its usefulness and value,

4.2.3  Performunce framewaotk = System for Mandatery measuvres

Several of the mandatory performance meosures were new to the District Council, As
such, there may be no systems in place to enable the District Council 1o report against

them.

There has baen no formal gap analysis performed, atthough informal discusslons have
occurred within the assets group around this weakness.

The Council is confident it will be able fo implement a system between now and
period 2015/16 1o enable reporfing ogainst these mandatory measures.

We recommend that the Council fermally assesses which mondatory performonce
measures it is unable to report ogainst and implements o system to do so in time for

2015/16 reporting.

AUDIT NEW ZEALAND
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Report to the Councll on the audit of Carterton District Council's
Long Term Plan Consuliation Document for the period 1 July 2015 to 30 June 2025 Page 10

Management comment
A formal assessmen! will be underiaken.
4,24 Performance framework — Context

From our review of the torgets set for the non-financial performance meoasures, we
noted that the comparison used for the measures included were the targets set in the
Council's 2015 Annual Plan.

We agree that the Annuvel Plan information #s more timely than the most recent actual
performance achievement information, but the Annue! Pian information is only bosed
on forecost targets, and there is no comparison of ferecast and planned results
againsd any octual resylts achieved.

We recommend thot the Council includes 2074 actval performance resuits, in oddition
10 2015 Annual Plon torgets already to be disclosed, to provide greater context for
performance measures in the LTP.

Management comment
We will consider your recommendation.

4,3 Content of the LTP CD

We were satisfied that the LTP CD included oppropriate information to enabie
consultotion with the public on key issues.

4.4 Adopling aund auditing the underlying informatien

Council prepared and adopied the underlying information necessary 1o support the
LFP CD.

4.5 Project management, reporling deadlines and audit progress

The development of the LTP CD and LTP is o significont and complex project and o
comprehensive project plon is required for o successful LTP process.

4.5.1  Audil readiness and quality assyrgnce of decuments

The LTP CD is o significant project and oll councils are required fo dedicate significan
resouices towards i,

Qur primary approach to the audlt of the Council's LTP CD was to identify and assess
the key processes over project management, information gathering, budgeting, and
the application and integration of assumptions ond policies. We then reviewed the
documents themselves for compliance, internal consistency ond reasonableness.

In our Audit Proposal ond Arrangements Leter we identified that our audit of the
underlying information and assumptions would need to be completed os pant of our
audit of the CD.

AUDIT NEW ZEALAND
Mona Arpiake Aoleorea
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Report 1o the Coundl on fre audit of Torterton District Councl's
long Term Plon Consultation Document for the perlod 1 July 2015 1o 30 june 2025 Page 11

We did not receive an auditakle draft CD until after the audit fieldwork hod
commenced. The CD was required so that the underlying informatien, including
finoncial statements, could be assessed to ensure that the major mertters from these
documents were Included in the CD, ltems within the underlying information were
incorrect ond had to be omended during the cudit process to ensure that they were o
reasonable bosis for consultation.

Deloys in timeframes led to fime pressure on bath Council and oudit staff, and
reduced the contingency available where issues were encountered. The deloys also
led to the adoption of the CD being deferred to o later Council meefing 1o allow the
underlying information and the CD to be completed fo the opproprivte standord,

We recommend theat the District Council formally consider the “lessons leamed” from
the 2015-2025 process, ond document this to feed into the planning for the
preparation of future LTP documents.

Management comment
Agreed.
4,6 Self-assessment

As part of our plemning work, we infally asked the Council to complete a
self-assessment, The self-assessment wos designad to ossist the Council in thinking
about how it went about its business including the preparation of the LTP CD as well
as how its processes influenced, impacted on and were reflected in the LTP CD
document iiself. Despite severol reminders at early stages of the LTP CD process, the
District Council did not complele the self-assessment.

The impact of not compieting the self-assessment wos reflected in the inftiol drafts of
the underlying LTP information and the delays in recelving the CD.

Menagement comment

Nofed.

5 Other matters arising from our avdit

We completed our planmed work on the modules detailed in our Audit Proposal and
Arrangements Letier and did not identify any further matters that need to be brovght
1o your atfention.

b Audil of the final LTP

The next step in the LTP audit process will be the cudit ot the final LTP. This is
schedvled to be undertaken in two poris, firstly in the week commencing 15 June and
then 1o be completed in the week commencing 22 June 2015. To ensure our audit of
the LTP is efficient we expect Councll to prepare o schedule of changes to the
finoncial forecasts, draft LTP and performance framawork that were the bosis of the
LTP CD. This will enable us to ossess the extent of changes as o resvlt of community
consuhiation and tailor cur audit work accordingly.

AUDIT NEW ZEALAND
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Report to the Council on the audit of Carterton District Council’s
Long Term Plan Consuliation Document for the peried 1 July 2015 io 30 June 2025 Page 12

Under section 94(1) of the Act, our cudit report on the final LTP forms part of the LTP,
which the Council is recuired to adopt before 1 July 2015 (section 93(3}}. Qur
agreed timeframes will enable vs to issve our oudit report in fime for the Council
meeting on 30 June 2015, when 2015-25 LTP is scheduled to be formally adopted.

We dre responsible for reporting on whether the LTP meeis the statutory purpose and
provides o reasonable basis for integrated decision making by the Council and
accountobility to the community. We considered the quality of the underlying
information and assumptions as part of the audit of the LTP CD so for the audit of the
LTP. We will focus on how these are reflected in the LTP. We will consider the effect
of the decisions that come out of the consultotion process and review the LTP 1o gain
assurance that apprapriate, moterial, consequential changes and disclosures hove

been made.

At the conclusion of the LTP audit, we will ask Council to provide us with a signed
management representation letter on the LTP. The audit team will provide the letter
template during the LTP audit.

AUDIT NEW ZEALAND
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Report 1o the Council on the audit o Carterton District Council’s
Long Term Plon Consuitation Docyment for the period 1 July 2015 to 30 June 2025 Page 13

Appendix 1: Mandatory disclosures

Ares Key messuges
Owr responsibilities in conducting | We carried out this avdit on behalf of the Controller and
the oudit. Auditor-General. We are responsible for expressing an

indepandent opinion on the 2015-25 Long Term Plan Consvltation
Deeument [LTP €D} ond reporting that opinion to you. This
responsibility arises from section 93C (4) of the Local Government
Act 2002.

The audit of the LTP CD does not relieve management or the Council
of their responsibilities.

Qur Apdi Proposal and Arrongements Letter dated 19 December
2014 contdins a detalled explanation of the respective
respensibilities of the avditer ond the Coundl.

Avditing standards

We carry eut eur cudit in accordance with the Intemational
Standard on Assurance Engagements [New Zealand} 3000
[revised}: Assurance Engagements Other Than Audits or Reviews of
Historicad Financial Information, the International Standord on
Assuronce Engogements 3400: The Examination of Prospective
Financiol Information, and the Auditor-Genaral's ouditing standards.

Avditor independence

We confirm that, for the cudit of Carterton District Coundil’s LTP CD
for the period 1 July 2015 to 30 June 2025, we have mointained
our independence in cocordonce with the requirements of the
Avditer-General, which incorporote the independence requirements
of the External Reporiing Board.

Other than our work In canrying out all legally required externcl
oudits, we have no relotionship with or interests in the Council or any
of its subsidiaries.

Cther relationships

We are not aware of ony situations where a spouse or deose
relativa of a stoff member involved in the oudit occupies o position
with Cartarten District Council that is significant to the LTF CD audit.
We are nat aware of any sitvatiens where o stoff mermber of
Audit New Zeolund has accepled o position of employment with
Corterton District Councll during or since the end of the LTP CD
avdit.

Unresolved disagreemants

We hove no unresclved disogresments with moncgement about
mattere that Individusily or In oggregate could be significant to the
LTP CD. Management has not sovght to Influence cur views on
miaitars relevont 1o ow oudll apinicn.

MD b P HorDULP - 3082011
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Pear Colin

Repori te the Council on the audit of Carferton Distric Council’s Long-term
Plan For the period T July 2015 to 30 June 2025

We completed the audit of the Councll’s Long-ter; Plon (LTP) documneni ond lssued an
vnmodified opinion on 29 hme 2015,

We issued a management seport on the LTP Consuliation Document on 15 June 201 5. From the
work completed on the final LTP, we have two other items thot need to be brovght to your
citention:

t ltems arising from the LTP audit

5.3 Consistency
Recominendation

We recommend thot the Council ensures that, in fulure, information included in
documents is consistent throughout the decuments.

Pindings

Dyring our review of the draft LTP we noted that the Council had been inconsisient
with the use of ifs growih assumption.

The growih ossumption used throughout the LTP and for the piamning wos done on
moderate 16 low growth; however, the growth assumption used for the Debt
Affordobility Benchmark (Total debt as a % of total assets) used the high growth limit
of 15% rother than the 10%% limit,

We accepted that this was materfolly correct as the chonge In the limit would not
cause the benchmark limit 1o be breoched by the Councli,

Manegement comment

We occept that the growth assumption used for the Debt Affordobility Benchmork used
fhe high growlh limit of 15% rother than the 10% limii, This wos the only inconsislency

252, - PI13CanDC 15P - 30-06-2015
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in the documens, The 5% limit was used in accordonce with the specificotions of the
regulofions, not because the Council is expecting high growth, The choice of limit is
based on the Statistics New Zealand projections, nof on Council's expeciations.

1.2 NRE Survey

Recommendalion

We recommend that the Council considers completing a ratepayer srvey of some
kind in each year of the LTP.

Findings

During our review of the LTP, we noted thot the Council has several performance
measures thot are to be assessed against an NRB survey that is to be undertoken

avery three years.

In some groups of activitias there are very few other measures that wiil measure the
performance of the Councll and therefore the reporiing to ratepayers will be out of
date and will not ba reflacting the actual performance of the Councll in the yeors

where the survey s not undertaken.

We understand that undertaking an NRB survey every year does Incur additional
expense, but we recommend that the Council Jooks at other avallable options for
reporting ogainst Its performance mecsures when the NRB survey Is not completad.

Maonagement commeni

The benefis of an annval survey is unlikely to exceed the odditional expense. The reiuviis
for each measuremant do nof usually change significantly from one year to the next, bui
may do over a fonger period. In oddifien, fhe Council orea is smoll enough thot ony
matler significently affecting survey results is normolly olready known obout, The
friennicl survey is limed so that the results con be used in seffing priorities for the
Long-ferm Plon. Wa have opproached « research broker lo see if an inexpensive
alfernative is ovailoble in the interim yeors.

We wish 1o thank you and your staff for the assistance and cooperation extended during the
course of the audit. If you have ony questions please contact me on (04) 496 3099,

Yours sincerely

4

Phil Kennerley
Director
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