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Notice of Meeting: 
I hereby give notice that an ordinary meeting of Audit & Risk Committee will be held on: 
 
Date:  
Time: 
Meeting Room: 
Venue: 

Thursday 26 November 2015 
10.30am 
Committee Room 1 
 

Richard Briggs 
Chief Executive 

 

Audit & Risk Committee 
OPEN AGENDA 

 

Membership   

Chairperson 
Members 

Mr Paul Connell 
Mr Tony Steele 
Her Worship the Mayor J Hardaker 
Cr A O’Leary 
Cr R Pascoe    

Quorum: Three Members (including one external appointee) 

Meeting Frequency: Quarterly 

 
  

 Mary Birch 
Democracy Team Leader 

  
19 November 2015 

Telephone:  07 838 6772 
Mary.Birch@hcc.govt.nz 
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Terms of Reference: 
The role and scope of the Audit and Risk Committee is defined in the Audit and Risk Committee 
Charter. 
 

Special Notes: 
The Chief executive and Internal Auditor are required to attend all meetings but are not members 
and have no voting rights. 
Members are appointed for an initial term of no more than three years that aligns with the 
triennial elections, after which they may be eligible for extension or reappointment.  
Appointment of external members is by contract. 
External member contracts are to be reviewed and assessed six (6) months after each triennial 
election. 
 

Power to act: 
The committee has no decision making powers. 
The committee may request expert advice through the Chief Executive when necessary. 
 

Power to recommend: 
This Committee may make recommendations: 
To Council. 
To the Chief Executive. 
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1 Apologies  
   

2 Confirmation of Agenda 
 The Committee to confirm the agenda. 
 

3 Declaration of Interest 
Members are reminded of the need to be vigilant to stand aside from decision making when a 
conflict arises between their role as an elected representative and any private or other external 
interest they might have.  

 

4 Public Forum  
              Not Required. 
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Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: Audit and Risk Committee 
Meeting - Open Minutes - 16 September 2015 

Author: Mary Birch 

 

Status Open  
 

 

Recommendation 

That the Committee confirm and adopt as a true and correct record, the open Minutes of the Audit 
and Risk Committee Meeting held on 16 September 2015. 
 
 

1. Attachments 
2. Attachment 1 - Audit and Risk Committee Meeting - Open Minutes - 16 September 2015.  
 
 

council report 
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Audit & Risk Committee 

 
OPEN MINUTES 

 
 
 
Minutes of a meeting of the Audit & Risk Committee held in Committee Room 1, Municipal 
Building, Garden Place, Hamilton on Wednesday 16 September 2015 at 2.30pm. 
 
PRESENT 
  

Chairperson 
Members 

Mr Paul Connell 
Mr Tony Steele 
Her Worship the Mayor J Hardaker 
Cr R Pascoe    

In Attendance Richard Briggs – Chief Executive 
Paul Conder – Chief Financial Officer 
Lance Vervoort – General Manager Community 
Chris Allen – General Manager City Infrastructure 
Stephen Standley – Zoo Director 
Stephen Halliwell – Accounting Manager 
David Robson - Crisis Manager 
Barnaby Pace – Risk Manager 
David Gunn – Service Delivery Manager, Information Services 
Tracey Stevenson – Health and Safety Manager 
Sarah Giles – Communication Advisor 
 
Leon Pieterse – Audit NZ 
Naude Kotze – Audit NZ 
Andrew Holmes – PwC  
Emma Jones – PwC  
 

Democracy Advisor Mrs Jude Pani 

 
 
 1. Apologies  
 

 Resolved: (Her Worship the Mayor Hardaker/Cr Pascoe)   

That the apologies from Councillor O’Leary be received and accepted. 
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2. Confirmation of Agenda 
 

Resolved: (Her Worship the Mayor Hardaker/Cr Pascoe)   

That the Committee confirm the agenda 

 
3. Declarations of Interest 
 
 No members of the Council declared a Conflict of Interest.  
 
4. Public Forum 
 
 There were no speakers in the public forum.   
   
5. Audit and Risk Committee Meeting - Open Minutes - 17 June 2015 

 Resolved: (Her Worship the Mayor Hardaker/Cr Pascoe)   

That the Committee confirm and adopt as a true and correct record the Open Minutes of the Audit 
and Risk Committee Meeting held on 17 June 2015. 

 
 
6. Recommended dates for reports to be presented to Audit and Risk Committee 

 Resolved: (Messrs Connell/Steele)   

That the report be received. 
 
 
7. Organisational Risk Report 

 The Chief Executive (CE) introduced this Item advising that, as requested at the 18 June Audit and 
Risk Committee, in conjunction with the Committee Chair, he had commenced a review of the risk 
management framework including the way that risk was managed and reported.  The CE advised 
that while the organisation had a functional risk model, risk was more than a model; it was about 
developing a culture to embody risk management into decision-making frameworks.  He had spent 
some time with the Risk Manager and Crisis Manager, along with the Senior Leadership Team, 
reviewing the organisation’s operational risk programme. He had also spent time with the 
Chairman and the Mayor in terms of discussing strategic risks. 
 
Along with the CE, the Crisis Manager and Risk Manager responded to questions from the 
Committee with the following noted: 
 
• Top 10 risks came out of the organisational assessment model. It was anticipated that top 
 five risks by Group would in future be discussed with the Committee by each General 
 Manager. This approach would replace the current assessment model. 
• Training workshops had been running over the last five weeks comprising of three 
 sessions. Attendance was voluntary with an upcoming session programmed for Unit 
 Managers.  
• Risk training was one part of the change of risk culture. The biggest element was 
 leadership and expectations around risk based decision making.  It was about the Senior 
 Leadership Team having an understanding of risk and risk based conversations. 
• Two main risks (Item 8 on the Risk Summary) related to annual drought and water level 
 and if the river was polluted in a natural disaster. 
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• Following completion of the work by the Audit and Risk Committee, risks would be 
 discussed with the full Council. 
• The need to include and report on culture change as it related to risk management was 
 questioned. 
 

 Resolved: (Messrs Connell/Steele)   

That the report be received. 
 
 
8. Organisational Improvements Work Programme Status Report 

 The Crisis Manager introduced this Report providing an update on the status of Organisational 
Improvements Work Programme. 
 
The Chief Financial Officer (CFO) advised that completed projects were capitalised on the fixed 
asset register within three months of finishing the project; approximately 10% were not being 
capitalised within this timeframe.  
 
It was requested that staff report back to the Audit and Risk Committee at the December 2015 
Meeting on the systematic process. 
 
Additionally, it was requested that  staff also report back to the Finance Committee on monitoring 
matters, noting that this issue had been previously discussed at the Finance Committee. 
 

 Resolved: (Cr Pascoe/Mr Connell)   

That the report be received. 
 
 
9. Cyber Security Risk Update 

 The Service Delivery Manager, Information Services, introduced this report providing an update on 
the approach taken and the process in place to manage cyber security risks. He considered that 
given the level of risk, there was sufficient budget allocated for this activity.  It was noted that an 
update on sensitive matters would be held in the Public Excluded session. 
 

 Resolved: (Mr Steele/Cr Pascoe)   

That the report be received. 
 
 
10. 2014/15 Safety and Wellbeing Concept Plan 

 The CFO, supported by the Health and Safety Manager, introduced this Report which provided an 
organisational update against the 2014/15 Safety and Wellbeing concept plan key performance 
indicators and activity. The following was noted in response to questions: 
 
• The Health and Safety at Work Act 2015 would become effective from 4 April 2016.  
• The 2014/2015 Annual Report indicated an improvement in safety and wellbeing with the 
 Vault web tool a significant component of reporting. 
• Currently, drug testing was undertaken with pre-employment screening. However, a 
 change in policy would be required for the organization to be able to undertake random 
 testing. 
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• Participating Councils in the Local Authority Shared Services (LASS)  were currently 
 undertaking information gathering to benchmark and share learning opportunities. Staff 
 were confident that everything would be in place prior to April 2016 when the new 
 legislation was introduced. 
• A gap analysis had been carried out in the three areas most affected by the legislation 
 change: Contractor Management (includes subcontractors); workers perception; and 
 volunteer workers being included. 
 
It was requested that staff provide regular updates on the new legislation. 
 
It was noted that training was being arranged for November 2015 to enable Elected Members and 
Appointed Members to have an understanding of both their responsibility and liability under the 
new legislation. 
 

 Resolved: (Her Worship the Mayor Hardaker/Mr Steele)   

That the report be received. 
 
 
11. Audit NZ Update 

 The CFO introduced this Item. Audit New Zealand (Messrs Leon Pieterse and Naude Kotze) were in 
attendance to provide an update on external audit activities with the following noted: 
 
• Overall, the Long Term Plan process went well.  
• Asset Management Plans (‘AMP’) formed a reasonable basis for decision-making with the 
 organisation well placed to respond to a crisis with the expertise available.  
• The AMP were robust, informed the budget and were a reasonable basis for future 
 forecasting. 
• It was acknowledged that a lot of work had gone into asset improvement plans. It was 
 difficult to know for certain the condition of water infrastructure. As assets were replaced, 
 additional information would be made available. 
 

 Resolved: (Messrs Connell/Steele)   

That:  

a) The report be received; and 

b) The verbal report by Audit New Zealand be received. 
 
 
12. Annual Report 2014/15 

 The Chairman referred to the replacement pages 9 and 105 that had been circulated to the 
Committee, and invited the Accounting Manager to introduce this Item.  Audit New Zealand 
(Messrs Leon Pieterse and Naude Kotze) were in attendance to provide an update and respond 
from an audit perspective. 
 
The Manager advised that the following the informal Committee session a number of changes had 
been made to the Annual Report 2014/15 and it was now being presented for the Committee to 
recommend to the Council that the Annual Report 2014/15 be adopted. The Manager worked 
through the substantive changes from the earlier draft documents and responded to questions 
from the Committee; with the following noted: 
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• The Mayor and Chief Executive introduction was still to be included. 
• Pages 4-9 were rewritten. 
• Page 8 of the Summary document and Page 9 of the Annual Report to be replaced. 
• Page 74 - $5M acquisition of investments represents term deposit for longer than 30 days. 
• Page 88 Gains/Losses – related to Knox Street which was accounted for inappropriately; 
 gain on land and loss on the building.  
• Page 101 – Disposals; represent major items in the Gains and Losses. 
• Clarence Street Gifting: A gift of property was effective from the date of settlement and 
 for the purposes of financial statements was treated as a disposal. If Council received the 
 gift of property back it would be reflected at the market value at that time. (A sentence 
 was to be included to clarify this situation in the balance sheets.) 
• Page 88 – Consultancy and Legal had been separated. (A note was required to explain both 
 the Legal and Insurance expenses.) 
• Page 126 – Increased infrastructure insured; other insurance element related to 
 restructuring with the first $10M claim paid out immediately and there were now tiers to 
 the Policy. 
• Page 106 – Weathertight homes resolution. One claim outstanding. 
• Page 107 –The annual leave calculation in 2014 was based on different methodology than 
 2015 (a note was required to explain the increase in the annual leave provision). 
• Page 111 – Dame Hilda Ross and Roman Catholic Schools Funds to be moved from 
 Reserves when appropriate communication had been completed. 
•     Page 118 – Note 36: Completed after balance date. 
• Page 131 – Disclosure Statement. Additional information included. 
• Information relating to CCOs – errors corrected relating to performance data.  
 
The Committee would receive a final Annual Report prior to it being presented to the Council.  
 
It was requested that a copy of the letter from Audit NZ be provided to the Committee Members. 
 
Mr Pierterse advised that Audit NZ were close to signing off the Annual Report and issuing an 
unmodified position. The only aspect Audit NZ did not audit, but read through, were the 
comments from the Mayor and Chief Executive. There would be two audit opinions; one covering 
the Annual Report and one covering the Summary document. 
 
Mr Pierterse concluded by asking the Committee:   
Were the Committee –  
 aware of anything that could impact on the accounts from 30 June 2015 until the current 
balance date that was not adequately disclosed; (Response – No)  
 aware of any fraud; (Response – No)  
 comfortable with management systems and controls to prevent and detect fraud? 
(Response – Yes)  
These questions would also get formally presented to the Mayor and Chief Executive. 
 

 Resolved: (Messrs Connell/Steele)   

Recommended to the Council: 

That: 

a) The report be received; and 

b) The Audit and Risk Committee recommends to Council the adoption of the Annual Report 
2014/15, subject to the corrections. 
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13. 2016 Quarter 1 Update from PWC 

 This Report was introduced by Emma Jones and Andrew Holmes – PwC, providing an update on 
the Internal Audit Programme for Quarter 1.   

 Resolved: (Cr Pascoe/Her Worship the Mayor Hardaker)   

That the report be received. 
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14. Resolution to Exclude the Public 

Resolved: (Her Worship the Mayor Hardaker/Cr Pascoe)   

Section 48, Local Government Official Information and Meetings Act 1987 

That the public be excluded from the following parts of the proceedings of this meeting, namely 
consideration of the public excluded agenda. 

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

General subject of each matter 
to be considered 

Reasons for passing this 
resolution in relation to each 
matter 

Ground(s) under section 48(1) 
for the passing of this resolution 

C1. Audit & Risk Committee 
Meeting - Public Excluded 
Minutes - 17 June 2015 

C2. PwC - Internal Audit Status 
Report 

 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and 
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act 
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting 
in public, as follows: 

   
Item C1. to protect the privacy of natural persons 

to maintain legal professional privilege 
to enable Council to carry out negotiations 

Section 7 (2) (a) 
Section 7 (2) (g) 
Section 7 (2) (i) 

Item C2. to enable Council to carry out commercial 
activities without disadvantage 

Section 7 (2) (h) 
 

 

The Meeting moved into a public excluded session from 4.30 to 5.30pm. 

The Meeting was closed at 5.30pm. 
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Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: Recommended dates for 
reports to be presented to Audit and Risk 
Committee 

Author: Jessica Ashworth 

 

Status Open  
 

 

 Recommendation 
 That the report be received. 
 
 

1.       Attachments 
2.  Attachment 1 - Recommended Schedule of Reports to Audit and Risk Committee 2015  

3. Purpose of the report 
4. This report provides detail of recommended dates of reports to the Audit and Risk 

Committee for 2015.   

 
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
 

council report 
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Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: Organisational Risk Report Author: David  Robson 
 

Report Status Open  

Strategy, Policy or Plan context Organisational Risk 

Financial status This activity is supported by the Risk and Emergency 
Management Unit budget 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not 
considered to have a high degree of significance 

1. Purpose of the Report 
2. To provide an update to the Audit and Risk Committee on the risk management framework 

and top organisational risks to enable the Audit and Risk committee to assess effectiveness 
of the risk assessment/management policies and processes. 

3. Executive Summary 
4. In consideration that the current risks of the Organisational Risk Register may not accurately 

reflect the current risks to the organisation, the improvement programme continues in 
identifying and separating appropriate strategic and operational risks. 

5. SLT continue to workshop and refine the risks, which are attached in draft form to this 
report, before assigning ownership and full risk assessment. 

6. The risk maturity programme also continues in the delivery of training targeting tier three 
management. 

7. Management attended a LGNZ workshop in order to provide input regarding current risk 
management practices at a local government level in relation to the consideration of Central 
Government funding in a natural disaster event and the possibility of creating a Local 
Government Risk Agency.  

 Recommendation from Management 
 That the report be received 

 

8. Attachments 
9.  Attachment 1 - Top Ten Organisational Risks Summary Nov 15 
10.  Attachment 2 - Internal Legislative Compliance Survey October 2015 
11.  Attachment 3 - Draft Operational and Strategic Risks and Gap Analysis  

council report 
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12. Top Ten Organisational Risks 
13. Risks are collated from a variety of sources including unit risk registers, projects, emerging 

risks and organisational risks that are ranked outside of the top ten.  Reporting to this 
Committee focuses on the top ten organisational risks, as currently scored by the 
organisation.   

14. The current top ten organisational risks are summarised below.  A supporting page for each 
risk is attached which provides further detail, risk scores, controls and mitigation. 
(Attachment 1). 

 
Risk Name Residual Risk 

Score 
As a result of flooding, pollution, pump station overflows and increased discharges 
through city growth and 3rd parties, the storm water system might not meet city 
requirements of quality and quantity under its resource consent for discharge. 

 
Very High 

As a result of commercially sensitive information being made available to external 
parties, HCC could expose itself to financial, reputational and legal risk as well as 
damage to stakeholder relationships 

 
High 

As a result of CDEM training relying on scenarios only and the lack of exposure to 
real emergencies, HCC maybe unable to deliver its CD and EM statutory 
obligations. 

 
High 

The failure of wastewater infrastructure could lead to pollution of waterways and 
result in a public health impact and regulatory action 

High 

Due to an increase in 'leaky buildings' liability claims, the budget provision within 
the 10 Year Plan may be exceeded 

High 

Due to a lower than desirable operational risk culture, risk may not be readily 
identified and escalated as appropriate.  

High 

As a result of a shortfall in workforce capacity, the current work programme, or 
any new work programmes, may not be delivered. 

High 

As a result of insufficient storage capacity or in the event of a natural disaster, 
poor raw water quality or sustained systems failure, it might lead to limited 
availability and quality of treated water 

High 

As a result of the level of organisational change, this could become unmanageable 
for staff and may lead to an increase in staff turnover and a decrease in wellbeing. 

High 

Due to an unexpected sustained IT system outage, HCC may be unable to process 
transactions and in turn affect our service to customers 

Medium 

15. Emerging Risks 
16. The emerging risk that is currently being considered is around assurance of organisational 

legislative compliance, given the results of the recent internal survey (section 18 of this 
report). 

17. It is acknowledged that the main channels of information regarding changes in legislation to 
Hamilton City Council are made via professional memberships.  However these notifications 
are not internally driven and add no assurance to this committee that they are recognized 
and/or implemented. 
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18. Risk Culture Update 
19. Continuing the next phase of risk maturity at HCC, training has been delivered which targeted 

3rd tier managers. 
20. The one hour intensive session covered the following topics: 

• the risk management framework 
• - the process for risk escalation 
• - creating risk statements 
• - Risk assessment 
• - risk treatment techniques for controls and mitigation 
• - considering the wider context of risk in regards to organisational strategic goals and 

objectives. 

21. Twelve tier 3 managers attended the session which was less than expected, however 
organisational workload is acknowledged and another session is planned to take place in the 
near future. 

22. Business Continuity Management Update 
23. To ensure business continuity, each business function is required to identify what 

dependencies it has in order operate efficiently.  These dependencies are then risk assessed 
to understand their criticality.   

24. The mitigations/controls for the dependency are often an internal process, for example 
alternative suppliers of goods or services in the failure of the business as usual arrangements. 
To date these processes and procedures have not been analysed to ascertain their level of 
robustness. 

25. To address this, the Risk Manager has incorporated a ‘vulnerability analysis’ into the Business 
Continuity Management Framework.  This additional exercise will risk assess the 
dependencies and underpinning processes.  This will highlight high risk alternative 
arrangements and promote the identification of further alternatives as required in order to 
strengthen plans and provide assurance to governance. 

26. The Risk Manager has recently completed two more business continuity plans which relate to 
Development Contributions (Economic Growth) and Sampling and Analysis (City Waters 
Shared Services).  These plans have now been signed off by the respective business function 
who now assumes ownership of its implementation.   

27. The total number of business continuity plans to date is fourteen. 

 

28. Legislative Compliance Update 

29. The Risk Manager has conducted a periodic survey with tier 3 managers to ascertain the 
usage and usefulness of the email updates that are sent to the organization in regards to 
changes in legislation.  It is acknowledged that staff receive information well in advance of 
changes to legislation through correspondence via professional memberships.  However 
these notifications are not internally driven or monitored and provide no assurance to this 
committee that the changes are recognized and/or implemented. 
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30. A total of four questions were asked in the survey with a response rate of 15 (out of 28), and 
the results are attached as attachment 2.    

31. The results were unexpected and in order to address this and affect change, the Risk 
Manager has added the request for evidence of discussion or changes to legislation to the 
quality audit check list will include the subject in regular risk catch ups with senior 
management and will conduct a follow up survey in three months to determine 
improvement. 

32. Strategic and Operational Risk Update 
33. Many of the risks within the organisational risk register were the result of workshops with 

councillors and senior management.  However, HCC has matured in many respects and it is 
now appropriate to review risk from a strategic perspective and revisit key risks. 

34. Workshops and discussion sessions have been conducted with SLT to identify and articulate 
the relevant operational and strategic risks.  Strategic risks can be defined as the 
uncertainties and untapped opportunities that would impeded Council achieving its strategic 
outcomes. In the context of HCC, this would be the Hamilton Plan which is Council’s primary 
strategic document. 

35. Work continues in refining the risks and the draft results to date are provided for discussion 
as attachment 3.  A gap analysis is also presented by which the identified risks are compared 
against the global top 10 risks identified by KPMG. 

36. The next step is to continue the refinements of the risks through discussion with SLT and 
then risk analysis through the identified risk owner.  Once the full assessment of these risks 
has been completed, the results will be presented to the Audit and Risk Committee for 
discussion. 

37. Local Government Risk Agency  
38. Following a report which examined current risk management practices in local and regional 

councils in relation to central government funding in a disaster event, Local Government New 
Zealand (LGNZ)  have appointed an establishment board and working party to investigate 
opportunities for improvement to local government’s risk management practices.   

39. This work is largely focused on the development of a business case which would outline the 
three to five year plan for a Local Government Risk Agency (LGRA). 

40. To date 60 local and regional councils have responded to an information gathering 
questionnaire relating to arrangements for corporate risk management, insurance and 
natural hazards and this information will be used to inform LGNZ of the current state of risk 
management throughout the sector. 

41. A workshop which was held by LGNZ was attended by the CFO/GM Corporate and the Crisis 
Manager which was designed to understand the scope of the establishment board’s work 
and be part of the discussion around possible services and delivery options of the potential 
LGRA. 
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42. Feedback given to LGNZ included the risks and opportunities to small/rural councils who 
currently do not have a risk management framework, the incentive to implement one, who 
pays and consistency of modeling and delivery.  The feedback was collected by LGNZ with 
further communications to take place. 

 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Top Ten Organisational Risks Summary  

 
 
Rank 

 
 

Risk Summary  

 
Initial Risk 

Rating  
(Aug 2015) 

Residual 
Risk Rating 
(Aug 2015) 

Risk Status 
Since 

Previous 
Report 

1 Storm water system unable to meet city 
requirements during an event.  
 
 

Very High Very High New 

2 Organisational damage through external 
parties receiving commercially sensitive 
information. 

Very High High No Change 

3 Ability to deliver statutory obligations in 
a civil defence/emergency event. 
  

Very High High No Change 

4 Failure of wastewater infrastructure 
leading to pollution of waterways. 
 

Very High High No Change 

5 LTP budget provision is insufficient to 
meet increased leaky buildings liability 
claims.   

Very High High Down 

6 Embedded risk management culture.  
 
 

Very High High New 

7 Staff capacity to delivery on work 
programmes.  
 

Very High High Down 

8 Insufficient water quality in the event of 
natural disaster. 
 
 

Very High High New 

9 Increase in staff turnover due to 
organisational change   
 

High High Down 

10 Sustained IT systems outage. 
 
 

Very High Medium No Change 
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Risk Summary: Rank 
Storm water system unable to meet city requirements during an event. 

 
As a result of flooding predominantly through heavy/seasonal rainfall this could result in 
pollution through pump station overflows and increased discharges.  Also, through city 
growth and 3rd parties, the limits of the storm water system might not meet city 
requirements of quality and quantity under the current resource consent for discharge. 
 

1 

 

Management Risk Assessment  
Likelihood of Occurrence  Certain 
Impact - Our People 
 

Minor Impact - Safety & 
Wellbeing 

Minor 

Impact -  Information 
Management & Tech 

No Risk Impact - Reputation Major 

Impact - Financials 
 

Moderate Impact - Social & Cultural Moderate 

Impact - Compliance 
 

Extreme Impact - Service Delivery Moderate 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls 
and mitigation) 

 
Very High 

 
Commentary on Risk Assessment 
The driver for this risk is the likelihood of ‘certain’.  Although the effects on the above criteria are 
moderate, this risk poses a major risk of reputational damage 
 
 
 

Risk Treatment Summary                                                            
Controls 
1. Integrated Catchment Management Plans (I&I Strategy) 
2.  Storm water Monitoring Plan 
3.  Flood Hazard Maps 
4.  Wastewater network model 
5.  Trade waste bylaw and consenting process 
6.  District Plan rules 
7.  Separate storm water and wastewater networks 
8.  Infrastructure plans available on web site  
9.  Wastewater Overflow Strategy 
10.  Storm water bylaw 
11.  Proposed transportation environmental plan 
12.  Preventative maintenance programmes: 
     - Stream and screen cleaning 
     - Pump station 
Mitigations  
1. Emergency Response Plan 

Ref ID: 23/07 
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Risk Summary: Rank 
Organisational damage through external parties receiving commercially sensitive 

information. 
 

Essentially a risk connected to information security in that if commercially sensitive 
information is intentionally made available to external parties, HCC could be exposed 
financial, reputational and legal risk as well as the likely damage to stakeholder 
relationships 

2 

 

Management Risk Assessment  
Likelihood of Occurrence  Almost Certain 
Impact - Our People 
 

Moderate Impact - Safety & 
Wellbeing 

N/A 

Impact -  Information 
Management & Tech 

Moderate Impact - Reputation Serious 

Impact - Financials 
 

Serious Impact - Social & Cultural Serious 

Impact - Compliance 
 

Moderate Impact - Service Delivery Minor 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls 
and mitigation) 

 
High 

 
Commentary on Risk Assessment 
This risk has been assessed by the owner as ‘almost certain’ and is based on the historical mostly 
media leaks.  However, due to increased security measures connected to the security of information 
this risk is trending down and given that activity in this area is now historical, it is expected that the 
risk transition to a medium/low rating.  
 
 

Risk Treatment Summary                                                            
Controls 
1. Password protection is implemented on all PC’s as standard for all user log-in.  
2. Passwords are required to be renewed on a regular basis in line with best practice.  
3. Procedures and resources are provided for the disposal/destruction of confidential/sensitive 
documents.  
4. Photocopying/printing facilities have individual logins which are monitored.  
5. Elected Members Code of Conduct and the option of public excluded meetings.  
6. Legislative compliance with Local Government Act, Privacy Act etc. 
7. Privacy Officer employed to screen information requests and oversee information management.  
 
Mitigations  
1. External legal advice is engaged on a case by case basis.  
2. Continuing briefing of confidentiality and privacy issues to staff and elected members 
3. Staff Engagement Plan 
 

Ref ID: 18/06 
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Risk Summary: Rank 
Ability to deliver statutory obligations in a civil defence/emergency event. 

 
Due to its relatively low risk and stable hazardscape, CDEM training in Hamilton is 
generally confined to being scenario based.  With this lack of exposure to real 
emergencies, HCC maybe unprepared and fail to deliver its CDEM statutory obligations in 
an actual event. 
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Management Risk Assessment  
Likelihood of Occurrence  Likely 
Impact - Our People 
 

Serious Impact - Safety & 
Wellbeing 

Serious 

Impact -  Information 
Management & Tech 

Moderate Impact - Reputation Extreme 

Impact - Financials 
 

Moderate Impact - Social & Cultural Major 

Impact - Compliance 
 

Major Impact - Service Delivery Major 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
The ’high’ likelihood score is a reflection of the risk of unpreparedness as opposed to the risk of a 
disaster event.  However, due to increased capability self assessment scores HCC has trended up 
from 30% to 78% in just under 3 years.  Improved alignment with regional and local councils of the 
Waikato also provides the opportunity of the inclusion of experienced personnel to assist in 
managing a disaster event in Hamilton.  Given the added commitment to on-going training for HCC 
staff volunteers in events and exercises outside the city, it is anticipated that this risk will trend 
down.   
 
 

Risk Treatment Summary                                                            
Controls 
1. Monthly training exercises and scenario testing which has realised an increase in HCC Civil 
Defence and Emergency Management capability assessment from 30% to 78% in three years. 
2. HCC Emergency Operation Centre (EOC) has received a score of 65% against National standards.  
3. Multi-agency emergency exercises targeted at critical infrastructure.  
4. Dedicated, experienced Civil Defence Professional staff.  
5. Fully trained Local Controllers who have the capability to lead HCC’s response in an event. 
 
Mitigations  
1. Key trained staff have emergency event experience, e.g. involvement in the Christchurch disaster. 
 
Future Actions 
1. The inclusion of trained staff in the incident management team for local events outside of 
Hamilton to gain experience. 
 

Ref ID: 22/10 
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Risk Summary: Rank 
Failure of wastewater infrastructure leading to pollution of waterways. 

 
From a compliance perspective, the failure of wastewater infrastructure for any reason 
could lead to pollution of waterways and result in a public health impact and regulatory 
action which would likely include financial penalties. 

4 

 

Management Risk Assessment  
Likelihood of Occurrence  Almost Certain 
Impact - Our People 
 

Serious Impact - Safety & 
Wellbeing 

Serious 

Impact -  Information 
Management & Tech 

N/A Impact - Reputation Moderate 

Impact - Financials 
 

Serious Impact - Social & Cultural Moderate 

Impact - Compliance 
 

Extreme Impact - Service Delivery Moderate 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
 
This risk rating is driven by the almost certain likelihood with extreme compliance impacts.  
However, a strong business as usual programme contains activities designed to prevent this risk 
from occurring.  
 
 
 

Risk Treatment Summary                                                            
Controls 
1. External peer review of plant operations with is conducted on a reoccurring cycle.  
2. Online monitoring of system performance for the early detection of potential errors.  
3. Investment in proactive inspection, maintenance and renewal of assets and infrastructure.  
 
Mitigations  
1. Emergency management response plan and the dry weather overflow response manual which is 
routinely tested. 
2. Better understanding of risk which informs our capital works programme through Asset 
Management Plans and water network models. 
 
Future Actions 
1. LTP investment in wastewater infrastructure capacity improvement to decrease risk of spills. 
 

Ref ID: 24/07 
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Risk Summary: Rank 
LTP budget provision is insufficient to meet increased leaky buildings liability 

claims. 
'Leaky buildings' liability claims remains a topical issue and given the unpredictability 
of when claims and their costs may arise, the risk is that the budget provision within 
the 10 Year Plan may be exceeded. 
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Management Risk Assessment  
Likelihood of Occurrence  Certain 
Impact - Our People 
 

Minor  Impact - Safety & 
Wellbeing 

No Risk 

Impact -  Information 
Management & Tech 

No Risk Impact - Reputation Moderate 

Impact - Financials 
 

Extreme Impact - Social & Cultural Minor 

Impact - Compliance 
 

Minor Impact - Service Delivery Moderate 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
 
Hamilton has a good track record in regards to the low number of claims in comparison to other 
metros and as such, this risk continues to trend down.  The risk remains, but due to the reducing 
number of claims the likelihood has been reduced. 
 
 

Risk Treatment Summary                                                            
Controls 
1. An independent external Quantity Surveyor has been engaged to assess claims and overall costs 
on a case by case basis.  
2. HCC solicitors’ involvement as appropriate.  
3. Independent leaky building experts are assigned to assess potential liability to HCC as required. 
4. Claims are monitored and costs estimated, where possible, against the 10-year plan budget. 
 
Mitigations  
1. Proactive approach employed by early engagement with party’s to facilitate dispute resolution. 
Note: dependent on claim – large and complex disputes are handled by HCC engaged solicitors.  
2. External advice sought on a building’s risk profile.  This provides information and statistics, costs 
and trends across other local authorities in order to construct a forecasting tool by which HCC can 
report against.  
 
Future Actions 
Nil 
 

Ref ID: 34/08 
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Risk Summary: Rank 
Embedded risk management culture. 

 
The HCC risk management journey to date has heavily focussed on its build and 
integration as a result, the organisation has a lower than desirable risk culture which 
could mean that risks may not be readily identified and escalated as appropriate.  
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Management Risk Assessment  
Likelihood of Occurrence  Almost Certain 
Impact - Our People 
 

Minor  Impact - Safety & 
Wellbeing 

No risk 

Impact -  Information 
Management & Tech 

Moderate Impact - Reputation Moderate 

Impact - Financials 
 

Moderate Impact - Social & Cultural Moderate 

Impact - Compliance 
 

Moderate Impact - Service Delivery Moderate 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
 
The assessment has resulted in relatively consequences, however with an ‘almost certain’ likelihood 
this risk has rated highly.  However, a significant focus is currently being made in creating and 
maintaining a risk culture and it is expected that this risk will trend down on its next review. 
 
 

Risk Treatment Summary                                                            
Controls 
1. Permanent, dedicated full time resource allocated to deploy risk management framework and 
embed within the organisation  
2. A risk section has been added to business plans to further identify risk at a unit level  
3. 6 weekly meeting with SLT and quarterly reporting to A&R Committee 
4. Risk now forms part of the key project report and Health and Safety Management 
5. Risk management training programme 
Mitigations  
1. Establishment of a Crisis Management team with a wide brief to understand our risk parameters 
and profile 
2. Risks identified at unit level are reported the 'risk forum' discussion group on a quarterly basis for 
consideration to add to organisational risk register 
3. Emerging risks are identified and reported by the Risk Manager 
4. PWC acknowledgement in October 2013 audit of a robust framework with recommendations of 
future enhancements 
Future Actions 
Nil 
 

Ref ID: 38/07 
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Risk Summary: Rank 
Staff capacity to delivery on work programmes. 

 
This risk relates to the workforce capacity and the effect on delivery of work 
programmes that is the result of a lean organisation. 
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Management Risk Assessment  
Likelihood of Occurrence  Certain 
Impact - Our People 
 

Major Impact - Safety & 
Wellbeing 

Serious 

Impact -  Information 
Management & Tech 

Minor Impact - Reputation Moderate 

Impact - Financials 
 

Serious Impact - Social & Cultural Moderate 

Impact - Compliance 
 

Moderate Impact - Service Delivery Serious 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
 
The focus of this risk is not only capacity versus delivery, but also the impact of the health and 
wellbeing of the staff that are completing the work.  This may have links to the risk currently ranked 
number 9 regarding staff retention and turnover.  This risk was reviewed on completion of the 
recent organisational review and was found to have trended down.  
 
 
 

Risk Treatment Summary                                                            
Controls 
1. Work flow guidance from Project Governance Group’s (PGG’s). 
2. Senior Management oversight through quarterly business unit reporting which includes work 
programme status updates 
3. Management and prioritisation of workload via a business case process. 
 
Mitigations  
1. Expanding business cases to include supporting unit/stakeholders sign-off. 
2. Aligning business to outcomes/goals and organisational priorities.  
 
Future Actions 
1. Wellbeing project.  
2. Development of Senior Leadership Team prioritisation framework. 
3. Development of overarching Project Governance Group (PGG). 
 

Ref ID: 46/03 
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Risk Summary: Rank 
Insufficient water quality in the event of natural disaster. 

 
As a result of insufficient storage capacity or in the event of a natural disaster (which 
may include the now considered annual drought) , poor raw water quality or 
sustained systems failure, might lead to limited availability and quality of treated 
water. 
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Management Risk Assessment  
Likelihood of Occurrence  Likely 
Impact - Our People 
 

Minor Impact - Safety & 
Wellbeing 

Minor 

Impact -  Information 
Management & Tech 

No risk Impact - Reputation Major 

Impact - Financials 
 

Major Impact - Social & Cultural Extreme 

Impact - Compliance 
 

Serious Impact - Service Delivery Major 

 
 
Initial risk score     
 

 
Very High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
 
Due to its unpredictability and current water storage resources to mitigate it, this risk is difficult to 
manage. 
 
 
 

Risk Treatment Summary                                                            
Controls 
1. Insufficient storage capacity: 
a. Water hydraulic model, b. Master Plan, c. AMPs, d. 30 year infrastructure strategy plan, e. 10 year 
plan 
 
2. Natural disaster: 
a. Seismic assessments (tell us what risk our infrastructure is at), b. Risk assessment, c. AMPs, d. 10 
year plan 
 
3. Poor raw water quality: 
a. ESCAN, b. SOPs, c.  Reservoir storage 
 
4. Sustained systems failure: 
a. Maintenance plans, b.  AMPs, c.  10 year plan, d.  Water storage 
Mitigations  
1.  Emergency and continuity plans 
 
Future Actions 
 

Ref ID: 48/01 
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Risk Summary: Rank 
Increase in staff turnover due to organisational change 

 
With a connection to the number 7 ranked risk of programme delivery , this risk is 
articulates that the levels of organisational change could become unmanageable for 
staff and may lead to an increase in staff turnover and a decrease in wellbeing 
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Management Risk Assessment  
Likelihood of Occurrence  Likely 
Impact - Our People 
 

Serious  Impact - Safety & 
Wellbeing 

Serious 

Impact -  Information 
Management & Tech 

Moderate Impact - Reputation Moderate 

Impact - Financials 
 

Moderate Impact - Social & Cultural Minor 

Impact - Compliance 
 

Minor Impact - Service Delivery Moderate 

 
 
Initial risk score     
 

 
 High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
High 

 
Commentary on Risk Assessment 
 
This was historically the number one risk to the organisation due to the recent organisational 
restructure.  However, on review this has since trended down and it is anticipated that this risk will 
reduce even further as the organisation continues to transition into the ‘new normal’.  
 
 

Risk Treatment Summary                                                            
Controls 
1. All staff have access to HCC’s Employee Assistance Programme (EAP) which provides access to 
face- to-face professional counselling.  
2. On-going email communication and discussion sessions by the CEO regarding the proposed 
restructure along with regularly updated FAQ’s posted on Velocity.  
3. The opportunity for staff to talk directly with the CEO regarding proposed structural changes.   
 
Mitigations  
1. Progressing outcomes of change fast and increasing certainty of new structure.  
 
Future Actions 
1. Development of Change Management Framework  
2. Succession planning for key roles 
 

Ref ID: 02/14 
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Risk Summary: Rank 
Sustained IT systems outage. 

Due to an unexpected sustained IT system outage, HCC may be unable to process 
transactions and in turn affect our internal functions and ultimate service to 
customers 
 

10 

 

Management Risk Assessment  
Likelihood of Occurrence  Likely 
Impact - Our People 
 

Moderate Impact - Safety & 
Wellbeing 

Serious 

Impact -  Information 
Management & Tech 

Major Impact - Reputation Moderate 

Impact - Financials 
 

Serious Impact - Social & Cultural Serious 

Impact - Compliance 
 

Serious Impact - Service Delivery Major 

 
 
Initial risk score     
 

 
 High 

Residual risk score( after 
consideration of controls and 
mitigation) 

 
Medium 

 
Commentary on Risk Assessment 
 
Due to the outsourced arrangements of some IT provision, much of the risk has been transferred.  
However, robust contingency plans are in place and are tested regularly.  Most affected systems 
have back up plans in order to continue to conduct business as usual and in turn provide a seamless 
experience to our customers. 
 
 

Risk Treatment Summary                                                            
Controls 
1. Outsourced IT arrangements to transfer the risk  
2. Contingency and Business Continuity plans in place. 
3. Off-site data centre for secure storage of data outside of the CBD.  
 
Mitigations  
1. Back up telecommunication/internet networks.  
2. Alternate power supply arrangements  
3. Audit programme focused on infrastructure security and process is currently active.   
 
Future Actions 
Nil 
 

Ref ID: 01/03 
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Q1. Do you have designated people in your team 
that receives email legislation bulletins such as 
Alert 21? 

Yes 

60% 

No 

40% 

Q2. Are changes in legislation a discussion item 
in your team talks? 

 

Yes 

72% 

No 

28% 

Q3. There are numerous avenues for notifications in changes to changes in legislation.  
On a scale of 1-10 (10 being excellent) how would you rate the usefulness of the email 
bulletins to your unit? 

 
 

 
 

 
Q4.Does your unit have any outstanding audit 
recommendations regarding non-compliance to 
legislation 
 

 
Yes 

 
12% 

 
No 

 
88% 
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Strategic Risks Comments 
Failure to regularly forecast and adequately test forecast key assumptions 
results in council missing opportunities or inadequately responding to 
external pressures (pressures such as Economic, Growth etc). 
 

Review of organisational structure/ design through a robust people 
strategy ensures agility to respond to change 

Sub-optimal decision making on the future of critical asset management 
may lead to inadequate execution and failure of assets. 
 

The need for robust asset management 

Council is unsuccessful in obtaining funding for key projects which results 
in projects not being undertaken or they are delayed. 
 

 

Decision makers don't take the necessary long term view resulting in poor 
execution. 
 

 

Lack of alignment/common agreement with Iwi stakeholders results 
ineffective processes. 
 

The need for engagement processes/strategies 

Failure to identify and adequately manage environmental requirements 
results in Council not achieving its outcomes. 
 

 

Reputational and financial damager due to failure of the River Plan as a 
result of its complexity and size. 
 

Robust project management/external expertise 

The out of the appeals process may compromise the principles of the 
district plan.  
 

Contingency planning 

Ineffective engagement and support of the stakeholders required to buy 
into key strategic plans (including the CCTP) may results in 
unpredictable/negative outcomes.  
 
 
 

The need for targeted engagement processes/strategies 

That demand outstrips supply (including land banking), through the lack of 
provision of 'shovel' ready land, results in upward pressure on house 
pricing. 
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Not taking a comprehensive and strategic communications focus could 
lead to council's reputation being negatively impacted 

Comprehensive and strategic communications focus with an 
integrated risk culture approach. 

Operational Risks Comments 
Breach of health and safety legislation through the non-management of 
identified critical health and safety risks results in harm to staff and/or 
penalties.  
 

Would replace current Risk #12 on the ORR (noncompliance to H&S 
legislation could result in death/prosecution).  

Heightened turnover and low engagement may lead to increased 
recruitment and temporary cover costs. 

Would replace current Risk #2 (unmanageable levels of change> 
turnover) and #13 (skills shortage/recruitment).  

In a disaster event a lack of suitably trained and experienced civil defence 
staff leads to undue harm to members of the community and delays in 
restoring the city to an operational standard. 

Would replace current Risk #22 (only scenario based training). 

Failure to develop and test robust Business Continuity Plans result in 
prolonged business interruption and a reduction of service to the 
community. 

Would replace current Risk #21 (BCP’s aren’t robust enough).   

A low performing environment which is not managed results in failure to 
meet business plan targets/objectives 

Would replace current Risk #2). Risk #10 (poor business cases leading 
to misinformed decision making) and #39 (inadequate project 
governance) are to be reviewed in light of the departure of the PMO 
Manager.  

Newly opened subdivisions place the organisation under increased 
financial pressure resulting un-forecasted spend or a reduction in service 
levels. 

New Risk 

 Lack of resource coordination and poor prioritisation of projects results in 
reduced effectiveness across the portfolio and increased cost. 

Would replaces current risk #39 (as above).  

Lack of customer engagement through complicated/bureaucratic 
processes results in low customer satisfaction. 

New risk 
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Gap Analysis of the KPMG Top 10 Global Risks 
 
Rank KPMG Global Risk Covered in HCC ORR? HCC Risk Theme Risk Rating Comments 
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1 Cyber-security  

 
 

 

Related Org Risk: No.01: 
Unexpected IT systems 
outage. 

Medium Cyber risk was identified in April 2014 
as part of a wider risk of information 
security. An internal investigation was 
conducted in September 2014 with a 
report provided to SLT in Sept 2014 
and a revised report to Acting GM 
Corporate in August 2015.  

2 Regulatory 
compliance 

 

 

Org Risk: No.37: Legislative 
compliance and No. 12: Non-
compliance with H&S 
legislation  

Medium Legislative compliance framework in 
place based on Audit NZ standards and 
email bulletins of changes to legislation 
are provided to staff as part of a 
subscription service. 

3 Anti-bribery/Anti-
corruption 

 

 
 

Org Risk: No. 33: Fraud Medium Audit NZ/ PWC audit programme 
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4 International 

Operations 
 

 
 

Not aligned to Council Core 
Business 

  

5 Third-party 
Relationships  

Org Risk: No.18 Stakeholder 
relationships  
 

High On-going operational and strategic risk 

6 Mergers, 
Acquisitions, and 
Divestitures 

 
 

 

In context, the essence of this 
risk would relate risks 
associated to future 
amalgamation  
 

  

7 Strategic Alignment  
 

 
 

Draft Strategic Risk: Threats 
to the Hamilton Plan 

Investigating This risk is currently under 
investigation to determine how current 
organisational and emerging risk 
impact on strategic priorities.  

8 Integrated and 
Continuous Risk 
Assessment 

 

 
 

Org Risk: No. 38: Risk 
Management Framework 

Medium Current work being undertaken to 
further embedded the risk culture 
within the organisation. Related Org Risk: No. 21 

Business Continuity 
Management 

High 

9 Data Analytics and 
Continuous Auditing 

 
 

Emerging Risk: Management 
input in to audit programme.  

Investigating  Risks previously featured on the 
Organisational Risk register were 
considered mitigated and archived. A 
renewed investigation will begin in this 
area.  

10 Talent Recruitment 
and Retention  

  

  

Org Risk: No. 13: Attracting 
and retaining specialist staff 

Medium Currently under review as a draft 
operational risk. 

Related Org Risk: No. 02: 
Organisational change 

High 

 



 

 

 
Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: Organisational Improvements 
Work Programme Status 
Report 

Author: David  Robson 

 

Report Status Open  

Strategy, Policy or Plan context Organisational Improvements 

Financial status This activity is funded through the internal audit 
programme 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not 
considered to have a high degree of significance 

1. Purpose of the Report 
2. This report provides an update on the status of Council’s Organisational Improvements Work 

Programme as at November 2015, responding to recommendations made by Audit New 
Zealand (external audit), PWC (internal audit), QEC (Quality Environmental Consulting Ltd) and 
Deloitte. 

3. Executive Summary 
4. A total of 38 new audit recommendations have been raised from the Audit NZ Management 

Report in relation to Infrastructure and Asset Management Plans and the Zoo revenue process 
and control assessment. 
 

5. No historic recommendations have been signaled for closure by management this quarter. 
 

6. The PWC review of recommendations for closure continues at the time of writing this report. 
 

Recommendation from Management 
That the report be received. 

7. Attachments 
8. Attachment 1 - Organisational Improvements Work Programme - Control List - open Items 

November 2015 

9. Attachment 2 - Organisational Improvements Work Programme-Items signaled for closure by 
management requiring audit sign off 

10. Attachment 3 - Organisational Improvements Work Programme-signaled by management as 
completed and closed  

council report 



 

 

11. Organisational Work Programme Update  Summary 
12. Since the September 2015 report, a summary of the open items is as follows;   

 
13. The detailed report of open items is attached (attachment 1) and separate reports are 

provided for items signaled by management for closure (attachment 2) and recommendations 
signaled by management as completed and closed (attachment 3). 
 

14. Fifteen new recommendations have been added and assigned to the Programme Manager – 
Growth and Assets from the August 2015 Audit NZ Management Report in relation to 
Infrastructure and Asset Management Plans.  The risk rating of these recommendations has yet 
to be assigned. 

 
15. Twenty three recommendations (medium and low) from the same report have been added 

and assigned to the Zoo Director in relation to the Zoo revenue process and control 
assessment. 

 
16. No historic recommendations have been signaled for closure in this quarter. 

 
17. The PWC review of recommendations for closure continues at the time of writing this report 

and an update will be provided in future reporting. 

18. Summary Table 
19. The table below provides a summary analysis of  the Organisational Improvements Work 

Programme: 
 

 Q4 
(2014/15) 

Q1 
(2015/16) 

Q2 Q3 Q4 2015/16 
YTD 

Opening 15 15 9   24 
New 0 0 38   38 
Completed 19 6 0   6 
Closing 15 9 47   56 

 
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: Insurance Report 2015/16 Author: David  Robson 
 

Report Status Open  

Strategy, Policy or Plan context Organisational Insurance Programme 

Financial status There is budget allocated 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not 
considered to have a high degree of significance 

1. Purpose of the Report 
2. To provide an update on the 2015/16 insurance renewal programme. 

3. Executive Summary 
4. A group of Waikato Councils including Hamilton City Council continues to collectively tender its 

insurance programme under the Local Authority Shared Services (LASS) company umbrella.  

5. As previously reported, significant savings for all councils in Material Damage insurance and 
Infrastructure insurance have been made by using a ‘maximum probable loss’ approach rather 
than reinstatement value for all properties, and the benefit of spreading risk across a wider 
geographical area.  

6. Work continues to provide assurance that the value of Material Damage and Infrastructure 
arrangements are accurate and the risks are understood so that appropriate cover is in place. 

7. The HCC insurance programme continues to be managed as part of the Crisis Manager role 
along with business continuity planning, emergency management, risk management and 
legislative compliance.  This is beneficial to the organisation as a dedicated centralised risk 
management service and knowledge base resource for internal risk and local hazard 
management.  

8. Underground Infrastructure Insurance is currently purchased up to 40% of the asset value, but 
Central Government 60% assistance in a disaster event is not guaranteed.  On the advice of 
AON NZ, a primary layer cover to meet the first $10m of loss (100% of the asset value) 
continues to be added to the policy. 

9. A LGNZ insurance working group continues to investigate risk assessment/profiling and the 
appropriate insurance programmes for councils in New Zealand.  The Waikato Collective is 

council report 
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closely monitoring this work and looking to pre-align with initiatives from this working party as 
they develop.  
 

 

Recommendation from Management 
That the report be received 

 
 

10. Attachments 
11. Attachment 1 - 2015 16 Policy wording and comparison  

12. Background 

13. Insurance Brokering was collectively tendered by the Lion Partnership for a group of Waikato 
Councils led by Hamilton City Council in March 2012. The contract was awarded to AON NZ. 

14. The purpose of the process was to leverage the regions’ collective insurance requirements to 
deliver economies of scale through reducing brokerage costs and reducing the exposure to 
market increases in premium costs while also ensuring adequate coverage of risk.  A collective 
insurance programme across the Waikato councils commenced from 1 November 2012. 

15. The insurance programme continues to evolve and mature as more information becomes 
available.  The first stage of the insurance programme established the joint arrangements and 
the Maximum Probable Loss Model (MPL).  The second stage was the addition of the 
previously uninsurable underground infrastructure cover.  The third stage was the addition of 
100% cover to the primary layer  and we are now in stage 4 with a focus on risk assessment 
and further assurance on the accuracy of the MPL Model (section 27 of this report).  

16. Aon New Zealand 
17. The key benefits of placing insurance through AON NZ are: 

 
• AON NZ’s ability to  bring a high level of strategic advice to the collective; 
•  AON’s experience delivering similar collective insurance programmes to councils across 

 New Zealand via their LASS entities; 
•  The clarity with which they were able to identify the benefits for the group working as 

 a  collective including options for placing premiums for the collective; 
• Their strong presence with offices throughout the Waikato region; 
• The reduction in brokerage fee paid by the group; 
•  Providing insurance companies with the ability to purchase “layers” into the insurance 

 pool rather than the whole programme; 
• Risk profiling of councils being conducted; 
•  A change from a 30 June to 31 October renewal date which has assisted the insurance 

 market to participate in this programme. 
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18. Financials  
 

19. The total insurance premiums for Hamilton City Council in 2015/16 are $1.67m.  Fire Service 
Levies are expected to increase due to a new ruling whereby the amount is now payable on 
fire loss limits.  Historically the levies have been spread across the LASS on an apportion basis, 
however the ruling states that additional levies to those already paid on residential properties 
will be based on the largest fire exposure of each council and could conservatively mean an 
additional $46k for HCC in fire service levies. 

20. The total value of HCC assets included in the cover is approximately $2.2b.  This includes 
property, infrastructure, vehicle fleet and fine art. A break down of costs for 2015/16 is 
provided below; 

 2015/16 Premium 2014/15 Premium 

Renewal of Material Damage 
Policy 

$386,635 $448,297 

Renewal of Business 
Interruption Policy 

$51,693 $73,048 

Renewal of Fine Arts Policy $47,500 $47,500 
Renewal of Boiler Explosion 
Policy 

$2,473 $2,748 

Renewal of Commercial 
Motor Insurance Policy 

$84,935 $79,160 

Renewal of Crime Policy $12,499 $12,449 

Renewal of Business Travel 
Policy 

$540 $2,590 

Renewal of Personal 
Accident Policy 

$1,210 $1,210 

Renewal of Hall Hirers 
Liability Policy 

$11,750 $11,750 

Renewal of Contracts Works 
Policy 

$3,750 $3,750 

Renewal of Employers 
Liability Policy 

$1,266 $1,266 

Renewal of Statutory Liability 
Policy 

$1,722 $1,722 

Renewal of Underground 
Infrastructure Policy 

$556,121 $533,827 

Renewal of Public 
Liability/Professional Liability 

$107,016 $122,640 

Building Valuations Fee $5,750 $6,000 

100% Primary Layer Cover $130,428 $163,032 
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 2015/16 Premium 2014/15 Premium 

EQC Levy Estimate $64,980 $64,980 

Collective Fire Service Levies Estimate $124,000 $78,382 

Brokerage Fees Estimate $37,533 $37,533 

Underground Infrastructure 
Assurance Work 

$34,000 - 

Total $1,665,801 $1,691,884 

Budget Provision $1,735,138 $1,793,242 

Estimated Saving  $69,337  

 
21. Risk Assessment and Maximum Probable Loss 
22. Insurance is a risk sharing exercise and by bringing ten councils together in this insurance 

programme, risk is able to be shared across a wider pool.  Maximum Probable Loss (MPL) is the 
anticipated value of the biggest monetary loss that might result from a catastrophe, whether 
natural or otherwise.  In lessons learned from Christchurch, the majority of the major 
earthquake damage to Christchurch was limited to a 20 km radius from the epicenter. As the 
earthquake was shallow the damage was severe but limited to a relatively small geographical 
area.   

23. As the Councils in the Waikato region are spread over a large area and with a low level of 
seismic activity the accumulated losses for all members is assessed as being low -  a shallow 
earthquake could cause extensive damage but in a very small area. A deeper earthquake could 
affect a larger area but with less energy. 

24. Based on current risk and hazard profiling for HCC, AON NZ have calculated a Maximum 
Probable Loss for the Material Damage Policy.  The result is a Loss Limit of $150m for the 
collective with an additional excess layer for HCC of $150m.  This means that HCC have 
available material damage insurance of $300m, noting the value of HCC above ground assets 
included in the insurance policy is $959m.  

25. Continued Risk Assessment of MPL Assumptions 

26. Working with environmental and engineering consultants Tonkin and Taylor, AON are 
completing a risk profiling exercise with an aim to test current MPL assumptions in order to 
determine if current material damage and infrastructure cover is appropriate.  If the existing 
cover is found to be insufficient based on the findings of this investigation, it is likely that the 
material damage and infrastructure policies may need to be increased and as such will rely on 
the buffer created by the savings achieved in the 2015/16 renewals. It is anticipated that the 
results of this investigation will be known by December 2015.  

27. Infrastructure Policy Enhancements  

28. The infrastructure insurance policy is a separate policy from the material damage policy with a 
collective limit of $120m and HCC can claim up to $95m for a major loss.  The assumed MPL for 
HCC infrastructural assets, based on current asset valuations, is $80m however these 
assumptions are currently being tested in the Tonkin and Taylor assessment.  
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29. The infrastructure policy also includes the HCC owned bridges that span the Waikato River and 
seven key HCC transportation bridges. The value of HCC assets included in the Infrastructure 
insurance policy is $1.3b.  
 

30. Currently Underground Infrastructure Insurance is purchased up to 40% of the asset value 
based on the assumption that Central Government will contribute 60% in a natural disaster 
event.  These assumptions have been reviewed in terms of the risk of uncertainty of Central 
Government being unable to deliver this expectation, especially if the event does not result in 
a declared Civil Defence Emergency.    
 

31. In response to this a 100% primary layer has been added to create the portion of cover that is 
immediately exposed once the policy excess value has been exceeded.  This provides certainty 
of cover for the events that are more likely to occur, as opposed to the current assurance of 
40% with no guarantee of additional funding from Central Government.  The policy addition for 
the Waikato Region will buy $10m extra insurable capacity with a cost to Hamilton City Council 
of $130,000 per annum based on asset values and likelihood and frequency of claims.  

 

32. The infrastructure policy has now been enhanced to include $5m cover for ‘enabling’ work; 
Water Supply, Wastewater and Storm water (or three waters) systems comprise a series of 
interconnected assets often located over a large area. Insured structures which form part of a 
three waters system may need to be taken offline for repair following insured damage. 
Maintaining functionality of the three waters system whilst individual assets are undergoing 
insured repairs are considered part of the repair process and can be defined as “enabling 
works”. An example of enabling works would be the costs of setting up and running a by-pass 
to re-direct waste flows around a damaged waste water pump station.  The total cost of this 
additional cover is 0.6% of the infrastructure policy premium (~$6.5k). 
 

33. Next Steps 
34. On completion of the Tonkin and Taylor work in testing the current MPL assumption, a review 

will be made of the material damage and infrastructure cover and adjusted accordingly to 
ensure adequate cover is maintained. 
 

35. Discussion continues with AON NZ regarding the design of a long term insurance strategy for 
the Waikato Collective.  This is a project currently being investigated by Wellington City Council 
and is designed to enhance the annual insurance renewal.  This would see alignment of the 
insurance programme to the longer term plans with regards to future infrastructure and 
insurable assets so that cover can be tailored at the most economical option. 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Policy Purpose 2014/15 
premiums  

 

2015/16 Policy limits/specifics Policy Excess 

Material Damage Policy To reinstate assets after a fire, 
flood, earthquake or other 
such event where there is 
obvious destruction, loss or 
damage to buildings, plant and 
stock 

$448,297 $386,635 $150m any one loss + 
$150m on the excess 

layer we purchase 
based on a maximum 
probable loss (MPL) 

model 

 

$10,000 

Business Interruption 
Policy 

Covers the loss of income that 
a business suffers after a 
disaster while its facility is 
either closed because of the 
disaster or in the process of 
being rebuilt after it as well as 
any associated increased cost 
of working. 

$73,048 $51,693 Increased cost of 
working $10m 

Claims Preparations 
costs $2.5m 

Loss of Rent Revenue 
$41m 

Increased cost of 
working water 

treatment plants 

$40m 

Excess will be as 
a percentage of 

claim and 
incorporated to 

the $10k 
Material 

Damage excess 
as an associated 

policy claim 

Fine Arts Policy Protects artwork (including 
specified  fountains) against 

$47,500 $47,500 $31m (combined art 
and heritage 

$10,000 
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financial loss through damage collection) 
Boiler Explosion Policy Catastrophic failure of a boiler 

which is excluded from 
material damage cover 

$2,748 $2,473 $1.1m $500 

Commercial Motor 
Insurance Policy 

Protection of the organisations 
vehicle fleet 

$79,160 $84,935 Varies as to incident, 
but covers all fleet 

vehicles 

1% of the sum 
insured (min 

$500) 

Crime Policy Covers money, securities and 
other property against a 
variety of criminal acts, such 
as employee theft, robbery, 
forgery, extortion and 
computer fraud 

$12,449 $12,499 $2m $25,000 

Business Travel Policy Cover for employees for 
serious accidents and delay in 
travel 

$2,590 $540 Varies as to incident, 
but is comprehensive 

cover 

$25 

Personal Accident Policy Serious accident or injury 
cover at work that falls outside 
of an ACC claim – payment to 
HCC, not the individual 

$1,210 $1,210 $100k 

 

<$2,000 

Hall Hirers Liability Policy Cover for damages caused 
during venue hire 

$11,750 $11,750 $5m $250 

Contracts Works Policy Protection during $3,750 $3,750 10% of the contract $2,500 
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building/renovation work value with a limit of 
$600,000 

Employers Liability Policy Provides financial 
compensation to help 
employers against common 
law claims 

$1,266 $1,266 $1m $1,000 

Statutory Liability Policy Protection through costs 
associated with prosecution 
where advice given by the 
organisation has caused 
financial harm to another 
party 

$1,722 $1,722 $1m $1,000 

Underground 
Infrastructure Policy 

Cover for underground pipes 
etc in a natural disaster event 

$533,827 $556,121 $120m loss $1m 

100% Primary Layer Cover 
as an extension to 
Infrastructure Insurance 

Shared additional cover above 
the 40% threshold of a 
material damage claim 

$163,032 $130,428 $10m  

Public 
Liability/Professional 
Liability 

Cover against claims for 
unexpected/unintended 
injuries or property damage in 
a business activity 

$122,640 $107,016 $50m $2,500 

 
Includes fire service levies where applicable, excluding GST  
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Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: Audit NZ Quality Audit on the IS 
Programme of Work 

Author: David Gunn 

 

Report Status Open  

Strategy, Policy or Plan context <Enter Strategy, Policy or Plan> 

Financial status 
There is/is not budget allocated  
Amount $<enter amount> 

Assessment of significance 

Having regard to the decision making provisions in the LGA 
2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is/is not considered 
to have a high degree of significance 

1. Purpose of the Report 

2. To present the findings of the latest Audit New Zealand Quality Assurance Audit on the Information 
Services (IS) Programme of Work to the Audit and Risk Committee. 

3. Executive Summary 
4. The IS Programme of work consists of PIFs 12015, 12049 and 12050 and includes the upgrade and 

currency of a number of business and technical applications and network infrastructure projects. As 
part of the IS Project approach, Audit New Zealand conducts a quality assurance audit of projects and 
project methodology on a semi-annual basis.   

5. This is the seventh audit of the IS programme and was conducted over two days in June 2015.  There 
are six recommendations made in this report (Attachment 1), mostly pertaining to the close out of 
ongoing projects and the previous overarching programme of work. All previous recommendations 
have been closed (Attachment 2). 

 

Recommendation from Management 
That the report be received. 

. Attachments 
7. Attachment 1 - Audit NZ Report on the IS programme of Work June 2015 - FINAL 
8. Attachment 2 - Audit Actions Log - December 2015  
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  

council report 
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Committee: Audit & Risk Committee Date: 26 November 2015 

Report Name: PWC Internal Audit Update Author: Paul Conder 
 

Report Status Open  

Strategy, Policy or Plan context Internal Audit Plan 

Financial status 
There is budget allocated.  
Amount $150,000 per annum (4 year contract) 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Councils Significance Policy, a decision in 
accordance with the recommendations is not 
considered to have a high degree of significance 

1. Purpose of the Report 
2. The purpose of this report is to update the Audit and Risk Committee on the PWC Internal 

Audit programme to November 2016. 

3. Summary 
4. The PWC Internal Audit update outlines the status of the Internal Audit Programme.  

5. The first audit of 2016/17 is commencing.  The remainder of the 2016 internal audit plan 
remains a work-in-progress. The outcomes of the current risk review (see separate agenda 
item) will provide direction and priority for the 2016/17 internal audit plan. Two items were 
deferred from 2015 to ensure the best value for those items, these will be reconsidered as part 
of the overall plan. 

6. PWC have finalised the Theatre Revenue Process Control Assessment Report and the Quarter 
Four Follow up on Prior Internal Audit Recommendations is nearing completion. 
 

 

Recommendation from Management 
That the report be received 

 

7. Attachments 
8. Attachment 1 - HCC PWC Internal Audit Update to A&R Committee - 2015-11-26  
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  

council report 
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Resolution to Exclude the Public 

Section 48, Local Government Official Information and Meetings Act 1987 

The following motion is submitted for consideration: 

That the public be excluded from the following parts of the proceedings of this meeting, namely 
consideration of the public excluded agenda. 

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

General subject of each matter to 
be considered 

Reasons for passing this 
resolution in relation to each 
matter 

Ground(s) under section 48(1) for 
the passing of this resolution 

C1. Audit and Risk Committee 
Meeting - Public Excluded 
Minutes - 16 September 
2015 

C2. PwC - Internal Audit Status 
Report 

 

)  Good reason to withhold 
)  information exists under 
)  Section 7 Local Government 
)  Official Information and 
)  Meetings Act 1987 
) 

Section 48(1)(a) 

 

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and 
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act 
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting 
in public, as follows: 

   
Item C1. to enable Council to carry out negotiations Section 7 (2) (i) 
Item C2. to enable Council to carry out commercial 

activities without disadvantage 
Section 7 (2) (h) 

 
  


