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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: 17 June 2015 

Report Name: Minutes of the Audit and Risk 
Committee Meeting - Open - 
18 March 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 18 March 2015.  
 
 

1. Attachments 
2. Attachment 1 - Minutes of the Audit and Risk Committee Meeting - Open - 18 March 2015  
 
 

 

 

council report 
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Audit & Risk Committee 

 
OPEN MINUTES 

 
 
 
Minutes of a Meeting of the Audit & Risk Committee held in Council Chambers, Municipal 
Building, Garden Place, Hamilton on Wednesday 18 March 2015 at 2.30pm. 
 
PRESENT 
  

Chairperson 
Members 

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

In Attendance Chief Executive, Chief Financial Officer, General Manager Organisational 
Development, General Manager Events & Economic Development, Crisis 
Manager, Risk Manager and Treasury Accountant. 

 Andrew Holmes – PWC Partner 
Emma Jones – PWC Director 
Yoonyoung Lee – PWC Manager 

Committee Advisor Mrs MM Birch 

 
The Chair welcomed Jeremy Smith and the journalism students from WINTEC to the Meeting.  He 
introduced the Committee Members and provided context about the Committee’s role and function within 
Council.  
 
 
 1. Apologies  
 

There were no apologies. 
 

2. Confirmation of Agenda 
 

Resolved: (Mr Connell/Cr Pascoe)   

The Committee to confirm the agenda. 
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3. Declarations of Interest 
 
No members of the Committee declared a Conflict of Interest.   
 

4. Public Forum 
 
Not required. 
 

 
5. Minutes of the Audit and Risk Committee - Open - 5 December 2014 

 Resolved: (Mr Connell/Cr O'Leary)   

That the Committee confirm and adopt as a true and correct record the Open Minutes of the Audit 
and Risk Committee Meeting held on 5 December 2014. 

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

The Chief Financial Officer (CFO) explained that Council was currently waiting on the audit 
arrangements letter.  Once this had been received, a date could be set for the informal Audit and 
Risk Meeting in late August 2015.  This letter would be circulated to Members as soon as it was 
available. 

 Resolved: (Crs O'Leary/Pascoe)   

That the Report be received. 
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7. Organisational Risk Report 

The Crisis Manager and the Risk Manager introduced this report.  The Risk Management Maturity 
Assessment was discussed as follows: 

•   Improvement - Second Assessment – Hamilton City Council’s (HCC) Risk Management 
Framework had undergone its second Maturity Self Assessment.  There had been an 
improvement from the last time this assessment had been undertaken; the scoring 
indicated that HCC’s overall risk maturity level had improved and was now at Level 3 or 
“repeatable”.  Concerns were raised that this the report was difficult to understand and 
that Elected Members had not been given an opportunity to provide any input. 

•   Staff Training -  It was noted that although risk management was covered in ongoing staff 
training, it was not included in new staff inductions.  

•   Accessibility and Methodology –  Whilst it was noted that there had been considerable 
improvements, it was stressed that this was a governance issue and that there were 
several risks which Elected Members considered should be included in the register. 

•  Reputational Risk – Reputational is frequently not addressed in the register.  It needed to 
be put through a process which included stakeholders and Elected Members. It would be 
helpful for Committee Members to have a workshop on this subject. 

•  Emerging Risks – It was confirmed that although there remained issues with the new 
accounting system, it had not reached the level to be identified as an emerging risk. 

•  Budgeting Model Module – It was never intended for the Budgeting Model module to be 
used for this Long Term Plan (LTP), as other processes were in place.    

 The Risk Register was then considered in detail.  The following specific risks were discussed: 

• Risk ID # 34 – “Leaky Buildings” – Regular reports went to both the Finance Committee 
and Audit and Risk Committee.  It was reiterated that as a city, comparatively, Hamilton 
had a very low level of claims and that this was in large part due the approach of the 
building control team to ensure compliance. 

• Risk ID # 42 – Invoices – The Chief Executive (CE) explained that the CFO had been 
specifically tasked to provide an update report to the next Finance Committee in respect 
of this issue. 

• Risk ID # 46 – Workforce Capacity – GM Organisational Development explained that there 
had been a range of large projects, e.g. the Long Term Plan (LTP) and Cricket World Cup .  
This resulted in capacity being stretched which increased the risk of not delivering on time.  
Although all the key mega processes were not in place, there were continuous 
improvements and a process of review had been established.  Whilst the LTP was not 
mentioned specifically, it had been included within this risk and it was acknowledged that 
this could have been considered as a separate risk.  There were concerns  that the 
reputational risk of failing to deliver the LTP on time had not been addressed or included.    

• Risk ID # 12 – Health and Safety Legislation – The changes to the legislation were not yet 
finalised.  The Chair had instructed management to get a legal opinion in respect of who in 
Council was liable for Health and Safety under the current legislation.  Confirmation was 
provided that the Chief Executive was ultimately responsible. Notwithstanding this, 
training was being undertaken by the Senior Leadership Team, Vault had already been 
deployed and Elected Members would be briefed once the legislative changes were 
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confirmed. 

Action points were noted as follows: 

• The General Manager (GM) Organisational Development was asked to include risk 
management, under the HR function, as part of orientation training.  

• The GM Performance was asked to meet with Members, as required, to work through this 
particular report. 

• Reputational Risk was to be considered as part of the normal risk assessment. 

•  The Chair and Her Worship the Mayor were to meet with PWC to gain a better 
understanding of the benefits to be gained from self assessment.  

• The date that each risk was established and updated needed to be included in the register. 

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

That the Report be received. 
 
 
8. Organisational Improvements Work Programme Status as at March 2015 

The Treasury Accountant introduced the report.  He advised that of the 27 items that remained 
open on the organisational improvements work programme at the last Audit and Risk Committee 
Meeting, 19 items had now been closed and 15 new ones added.  This resulted in a balance of 23 
items remaining outstanding on the Work Programme.   

The issue of pushing out projects and delaying their completion was discussed, particularly as this 
potentially created risk for the organisation.  The CE was aware of this issue and it was being 
closely monitored. 

Specific items were discussed as followed: 

• Plant Equipment – progress had been made in 2014.  However,this required ongoing 
process improvements; the asset system, Hansen 8, would be fully upgraded by June 2016. 

• Event Management – The GM Events and Economic Development confirmed that controls 
were in place to deal with the issues raised and Promapp had been implemented.  The 
work was largely completed and now had to be embedded in with staff.   

• Project Management Framework – Still a work in progress. 

Action  Point – Both the scheduled and actual completion dates were to be included in future 
reports. 

 Resolved: (Crs Pascoe/O'Leary)   

That the Report be received. 
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9. Annual Report 2015-Planning update 

Unit Manager – Accounting introduced this report.  He highlighted that a key focus for this year 
was the introduction of the Public Benefit Entity (PBE) Accounting Standards.  HCC was classified as 
a public sector PBE for financial reporting purposes and, therefore, the financial statements 
needed to be prepared in accordance with the PBE standards.  Whilst working through the LTP, the 
PBE Standards were being taken into account.  Staff were working with the Council Controlled 
Organisations (CCOs) to ensure compliance. 

It was requested that staff worked closely with Audit NZ so that their review could be completed 
sufficiently early to avoid the same issues as last year.  CFO confirmed this was the case and that 
the Audit Arrangements letter would be circulated to members as soon as it was received from 
Audit NZ.   

 Resolved: (Mssrs Connell/Steele)   

That the Report be received. 
 
 
10. Fitch Annual Rating Report 

This report was introduced by the CFO.  FitchRatings had been maintained at AA- (long term) and 
F1+ (short Term).  He explained that the report was a very positive review that acknowledged 
HCC’s improving financial performance and noted that the organisation was moving towards a 
more sustainable performance.   

Staff were asked to consider how the organisation’s credit ratings could be improved and advised 
that this should continue to be a future goal. 

 Resolved: (Crs O'Leary/Pascoe)   

That the Report be received. 
 
 
11. 2015 Quarter 3 Update from PWC 

Emma Jones and Yoonyoung Lee (PWC) introduced the report, which was taken as read.  Ms Jones 
highlighted that the Governance Reporting was on track and the Budgetary Controls and Reporting 
still required confirmation in respect of the timing. 

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

That the Report be received. 
       
  
12. Resolution to Exclude the Public 

Resolved: (Mssrs Connell/Steele)   

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 
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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. Confirmation of Minutes 
- Audit and Risk - Public 
Excluded - 5 December 
2014 

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 
Section 7 (2) (a) 

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

Section 7 (2) (h) 

 

 

The Chair thanked the WINTEC staff and students for their attendance. 

 

The Meeting moved in to a Public Excluded session from 4.00pm to 4.35pm. 

The Meeting was closed at 4.35pm. 

 
 
 

Audit & Risk Committee Agenda 17 June 2015- OPEN Page 11 of 84 



Ite
m

 6
 

 

 
Committee: Audit & Risk Committee Date: 17 June 2015 

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

Author: Kay Lindsay 

 

Status Open  
 

 

Recommendation 
That the Report be received. 
 
 

1. Attachments 
2. Attachment 1 - Recommended dates for reports to be presented 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: 17 June 2015 

Report Name: Organsational Risk Report Author: David  Robson 
 

Report Status Open  

Strategy, Policy or Plan context Organisational Risk Management 

Financial status 
There is no 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 organisational risk management processes and culture.  

3. To report on the organisational risk register. 

4. Executive Summary 
5. In response to feedback from the Audit and Risk Committee, risk reporting has adopted a 

refreshed approach with informative content pitched at a better communicating with a wider 
range of readers. 

6. Audit and Risk Committee’s focus on reputational risk is to be addressed through a training 
programme for staff and management. 

7. The recent organizational review has prompted a new ‘very highly’ rated risk.  

8. Refinements are continuing to be made to the Business Continuity Management framework 
following the PWC audit. 

9. Recommendation from Management 
10. That the Report be received. 
 

11. Attachments 
12. Attachment 1 - Top Ten Risks June 2015 summary  

 

council report 
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13. Changes in Risk Reporting 
14. Following feedback from the Audit and Risk Committee, the Risk Manager and Crisis Manager 

have been working with the Audit and Risk Committee Chairperson to modify current risk 
reporting in order to create clear, understandable and informative communications to the 
Committee and other readers.    

15. This is part of an improvement programme of change led by the Risk Manager, which will 
continue to provide the Audit and Risk Committee with the line of sight of risk management 
across the organisation, and the subsequent alignment of organisational and Committee 
objectives.  

16. Risk Identification, Monitoring and Management  
17. As a reminder to the Committee, the following diagram provides a broad overview of the areas 

that make up the risk identification process;  

 

Diagram 1. Sources of risk identification. 

 

18. The role of the Risk Manager is engage with staff and management throughout the 
organisation in order to facilitate the consideration, identification, understanding and 
dimensioning of risk and its separation from incidents/events. The difference between an 
incident/event from a risk is that an incident/event has actually taken place and a risk is 
considered as uncertain. 

19. Risks are captured in the risk register.  The Risk Manager then works closely with risk owners to 
identify the controls that are in place to prevent the risk from occurring and the mitigation 
strategies that are designed to reduce the business impact should the risk materialise. 
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20. As part of ensuring our risk framework is forward looking, the Risk Manager monitors national 
and international risk trends.  The current macro themes that are currently being monitored by 
the Risk Manager are; 

- health and safety,  

- business interruption,  

- organisational reputation and, 

-  IT Security. 

21. Top Ten Organisational Risks 
22. 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 Governance will 
focus on the top ten organisational risks.   

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

1 Increased staff turnover due to organisational change 

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

3 Staff capacity to deliver on work programmes  

4 Organisational damage through external parties receiving commercially    sensitive 
information 

5 Inadequate testing of Business Continuity Plans 

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

7 Failure of wastewater infrastructure leading to pollution of waterways 

8 Unpredicted land movement and riverbank slips 

9 Sustained IT systems outage 

10 Health and Safety legislation noncompliance 

24. Emerging Risks 
25. An emerging risk has been identified with regards to tenant failure, i.e. Hamilton City Council 

inheriting costs through the failure of a tenant of a leased property.   

26. This risk stems from recent associated events and although the risk has not yet been fully 
assessed at the time of writing this report, through initial discussion, the indicative score is that 
of a ‘medium’ risk and is unlikely to reach ‘top 10’ status.  

27. Risk Training 
28. To address concerns expressed by the Audit and Risk Committee relating to reputational risk to 

the organisation, the Risk Manager is currently planning a training programme for staff 
designed to influence risk in every day decision making.   
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29. By considering the potential outcomes and repercussions of decisions through the application 
of a risk lens, the aim is to anticipate any reputational risk in advance and adjust the decision 
accordingly.   

30. It would not be accurate to assume that reputational risk is necessarily negative in nature and, 
if considered and managed appropriately, could create opportunities and a positive image of 
the organization.  This approach will also be considered in the training and the opportunity to 
attend is extended to the Audit and Risk Committee 

 

31. Enhancement to the Legislative Compliance Updates   
32. Thomson Reuters are engaged to provide regular email bulletins which give information for 

changes in legislation which may affect Local Government operations. 

33. The bulletins can be reasonably lengthy updates so the Risk Manager has worked with the 
provider to create a filter whereby staff now have the ability to self-select the areas of 
legislation which relate to their individual role. 

34. This service has been provided free of charge and ‘train the trainer’ sessions have been 
conducted so that knowledge can be disseminated across business units.  Instructions have 
also been posted on the Risk Management Intranet page. 

 
35. Business Continuity Management Update 

 

36. 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.   

37. 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. 

38. 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. 

39. The Risk Manager is currently working with the Business Improvement Team to identify the 
next tier of critical functions to the organisation through a business impact analysis.  Once 
identified, this will form a work programme for the next phase of part of Business Continuity 
Planning and will be communicated to the Audit and Risk Committee in future reporting. 

 

Signatory 
Authoriser Blair Bowcott, General Manager Performance Group  
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Committee: Audit & Risk Committee Date: 17 June 2015 

Report Name: Organisational Improvements 
Work programme Status 
Report 

Author: David  Robson 

 

Report Status Open  

Strategy, Policy or Plan context Organisational Improvements 

Financial status There no 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. This report provides an update on the status of Council’s Organisational Improvements Work 

Programme as at June 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. Reporting now includes enhancements in order to better target information for the user. 

5. 11 recommendations have been added since March 2015 report, of which 9 have already been 
addressed by management and are currently flagged as requiring audit sign off in July 2015. 

6. Recommendation from Management 
7. That the Report be received. 

8. Attachments 
9. Attachment 1 - Organisational Improvements Work Programme Open Items May 2015 

10. Attachment 2 - Organisational Improvements Work Programme Items Signaled for Closure 
May 2015  

11. Reporting Enhancements 
12. Reporting now includes the risk rating that has been assigned to each recommendation by the 

auditor and recommendations are now presented in order of risk (highest first).   

council report 
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13. Previous reporting was in date order.  This is intended to provide a more meaningful view in 
terms of the extent the process or control gap exposes Council. A table of recommendations by 
aging is included for completeness. 

14. The report now includes the approved management response from the audit report.  This 
information will provide the Committee with context from an organisational perspective as 
well as any proposed solutions and/or action plans to address recommendation.      

15. Where a recommendation has been raised without a risk rating, such as management letters 
and reports, management have been asked to provide an indicative risk rating as to the extent 
of the process or control gap.  These ratings are clearly flagged as being assigned by 
management as opposed to audit. 

16. Overdue action dates will now be highlighted and reported to governance. 
17. The 24 recommendations that have been signalled by management as completed and are 

awaiting audit confirmation have been separated from the active recommendations and are 
held at the bottom of the list for information purposes to the Audit and Risk Committee. 

18. A review of all items over 12 months old for currency will be completed in the first quarter of 
2015/16 and agreed with the internal auditors. 

19. Organisational Work Programme Update  Summary 
 

20. Since the March 2015 report, 2 audit reports have been received from PWC.  These are; 

1. Business Continuity Framework assessment, and  

2. Municipal Building Accounts Receivable and Online Portal Process and Control 
assessment. 

21. From the Business Continuity Framework assessment, 4 recommendations were issued (2 
medium risk and 2 low).  All points have been addressed by management and are flagged as 
requiring audit sign off. 

22. From the Municipal Building Accounts Receivable and online portal process and control 
assessment, 7 recommendations were issued (1 high risk and 6 low).  6 (low risk) 
recommendations have been addressed by management and are flagged as requiring audit 
sign off. 

23. Six historic recommendations have been addressed by management and are flagged as 
requiring audit sign off 

1. Item 90:  ‘Strengthen the current pre-employment screening procedures’ – completed.  
A policy and underpinning procedure is in place. 

2. Item 182: ‘Interim audit issues (several matters)’ – Completed.  Addressed by AX 
implementation.  

3. Item 214: ‘Council can strengthen the Koha and Donation Policy and the Gift and 
Hospitality Policy’ - Completed and approved by SLT 14 May 2015 

4. Item 237: ‘Conclusions from independent investigation reports (on workplace bullying 
and stress) are to be trended and assessed to identify areas for improvement within 
Council’ – completed. Investigation is trending down due to good systems and 
processes in place, however regular monitoring will continue into the future. 

5. Item 240: ‘Discuss accounting treatment issues early with Innovation Waikato Ltd  (IWL) 
(a CCO) to ensure Council receive manner and the group consolidation are In line with 
International Public Sector Accounting Standards (IPSAS)’ – Completed May 2015 
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6. Item 247: ‘Ensure independent audits of Downer Ltd include a review of the Downer's
performance information management systems.’ Completed May 2015

7. Item 248: ‘Council to review if the functions and activities of the various CCO’s fit the
purpose of the Local Government as intended in section 10(1)(b) of the Local
Government Act 2002’ – Completed and reported to the CCO Subcommittee 22 April
2015 

24. The detailed report of open items is attached (attachment 1) and a supplementary report of
items signaled by management for closure is provided as attachment 2.

25. Summary Table

26. The table below provides a summary analysis of  the Organisational Improvements Work
Programme:

Q1 Q2 Q3 Q4 YTD 

Opening 33 27 23 33 
New 34 15 11 60 
Signaled as 
Completed 

40 19 19 78 

Closing 27 23 15 15 

27. The table below provides a summary of  the age of recommendations:

2014/15 (Q3) 1 

2014/15 (Q2) 1 

2014/15 (Q1) 1 

2013/14 7 

2012/13 3 

2011/12 2 

2010/11 0 

Total 15 

Signatory 
Authoriser Paul Conder, Chief Financial Officer 

Audit & Risk Committee Agenda 17 June 2015- OPEN Page 31 of 84 





At
ta

ch
m

en
t 1

 
Ite

m
 8

 





At
ta

ch
m

en
t 1

 
Ite

m
 8

 





At
ta

ch
m

en
t 1

 
Ite

m
 8

 





At
ta

ch
m

en
t 1

 
Ite

m
 8

 



At
ta

ch
m

en
t 2

 
 

 
 

 
Ite

m
 8

 





At
ta

ch
m

en
t 2

 
 

 
 

 
Ite

m
 8

 





At
ta

ch
m

en
t 2

 
 

 
 

 
Ite

m
 8

 



At
ta

ch
m

en
t 2

 
 

 
 

 
Ite

m
 8

 



Ite
m

 9
 

 

 
Committee: Audit & Risk Committee Date: 17 June 2015 

Report Name: Building Consent Authority 
(BCA) Re-Accreditation Results 

Author: Cory Lang 

 

Report Status Open  

Strategy, Policy or Plan context 
Update on Building Consent Authority Accreditation 
and IANZ audit 

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. Council has asked for an update with regard to the results of the Building Unit’s recent audit by 

International Audit New Zealand (IANZ) that was carried out on behalf of the Ministry of 
Building, Innovation and Employment (MBIE) in accordance with the Accreditation of Building 
(Building Consent Authorities) Regulations 2006.(attachment 1) 

3. Executive Summary 
4. Council as a BCA is audited against the regulations every 2 years. IANZ carry out the audits on 

behalf of MBIE. 

5. Council must be found to comply with the regulations in order to continue to carry out the 
work of a BCA – this includes issuing building consents, inspecting buildings under construction 
and issuing related certificates. 

6. Meeting the requirements of the regulations and maintaining accreditation is essential 
otherwise a BCA cannot effectively operate. In the case of Christchurch City Council the 
Minister commissioned a statutory manager to take over the BCA operations as the 
Christchurch BCA failed to gain accreditation. 

7. HCC has been subjected to 4 audits all by IANZ and has continued to maintain accreditation. 

8. HCC received 2 corrective actions (CARS) and a number of recommendations for improvement 
in this round of audits. These have been treated as opportunities for improvement and 
incorporated into our processes. The IANZ audits are very detailed and have generated debate 
across the sector regarding an unreasonable focus on technical compliance as opposed to the 
right outcome being achieved. There are particular challenges for HCC as we try to be more 
business friendly and customer focused in light of absolute compliance with IANZ 
requirements. Rejection of applications for being incomplete is a good example. 

 

council report 
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9. MBIE have just commenced a review of IANZ effectiveness across the sector and this probably
reflects tensions that currently exist. The view of the Waikato building cluster (group of local
councils) is to support the independent audit concept but require more flexibility in the
execution of the audit. The outcome of this review is not yet known.

10. A number of HCC’s processes and systems have been identified as excellent examples of best
practice.

11. The Building Unit is presently working through a World Class project and implementation plan
in order to be well prepared to meet future customer service demands, and ensure staff are
well trained, equipped and engaged.

12. Recommendation from Management
That the Report be received.

13. Attachments
14. Attachment 1 - IANZ Audit - 2015 Assessment Report

Key Issues 
15. Background

• Council has had 4 audits completed by IANZ in terms of being accredited as a BCA.

• Council has received a small number of corrective actions similar to other BCAs. All
corrective actions have been quickly and simply addressed.

• Council has received a number of positive comments from the IANZ lead assessor who in
the most recent audit commended Council on the number of improvements from our
last audit.

• Areas for improvement are well known and understood. A risk management approach is
taken relative to the resourcing available and priorities to meet customer time frame
expectations. These challenges are faced by all metro councils, especially in growth
areas. The challenges of attracting qualified and experienced staff remain a major issue
across the sector.

• Council is well placed with quality systems in place, technical staff have recently gained a
recognized qualification and electronic devices are about to be introduced to enhance
inspection services.

• HCC retains a key membership of the metro council building managers group. This
provided a valuable sharing of knowledge and information relevant to big city council
operations.

16. Legislative requirements or legal issues

• Council is required to meet the requirements of the Accreditation of Building (Building
Consent Authorities) Regulations 2006.

17. Financial and Resourcing Implications
18. The cost of IANZ audits are met within budget.
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20. The risk for Council would be failure to gain accreditation as a result of an audit.

21. Considering potential failure to gain accreditation, Council has taken every opportunity to
mitigate that risk.

• Christchurch City Council at the time of losing their accreditation was in an unusual
situation where they were in the process of recovering from a huge disaster.

• The opportunity for central government to test new ideas presented itself in
Christchurch and the government took the opportunity to lead the organization through
their placement of a statutory manager.

• Christchurch has since regained their accreditation.

• HCC is not in the same position as Christchurch and has passed all audits with few
corrective actions. All corrective actions have been quickly addressed.

• HCC has made business improvements and is completing the work and implementation
on customer centric processes and will be recognized as a world class BCA.

Signatory 
Authoriser Brian Croad, General Manager City Environments Group 
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Committee: Audit & Risk Committee Date: 17 June 2015 

Report Name: Annual Report 2015-Planning 
update 

Author: Raniel Prasad 

 

 Report Status Open  

Strategy, Policy or Plan context Annual Report Plan 

Financial status 
Not applicable.  
 

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 provide an update to the Audit and Risk Committee on the 

2015 Annual Report Planning and a forecast of Councils financial position at the end of the 
financial year 30 June 2015.  

3. Executive Summary 
4. Council is in the process of preparing the 2015 Annual Report including the introduction of 

Public Benefit Entity (PBE) Accounting Standards.  

5. Under the New Zealand Accounting Standards Framework, local government sector are public 
benefit entities (PBEs) and have to transition to PBE Accounting Standards for periods 
beginning on or after 1 July 2014.  Hamilton City Council is classified as a tier 1 PBE for financial 
reporting purposes. The Finance Team has undertaken a gap analysis between the existing 
New Zealand equivalents of International Financial Reporting Standards (NZIFRS) standards 
and the PBE standards.  There are three areas of likely impact (see paragraphs 10, 12, 14).  

6. In preparing the financial information for the Long Term Plan Council has taken into account 
the new standards and has been working through the SOLGM Checklist for Long-Term Plan 
Quality Assurance/Compliance noting the key differences between PBE and NZIFRS and what 
standard applies.   The key areas identified so far that are impacted are: exchange/non-
exchange revenue (PBE IPSAS 23); service concessions (PBE IPSAS 32); related parties 
transactions (PBE IPSAS 20). From our review so far the only material changes relate to the 
disclosure of revenue from exchange non exchange activities. The changes will have no effect 
on the measurement basis of revenue and is simply a new disclosure requirement.   

7. The Risks and Opportunities Schedule projects an improving overall financial performance 
against both the result from the Statement of Comprehensive Income (the Accounting result) 
and the “balance the books” measure (a sub-set of the Accounting Result). 
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8. Recommendation from Management 
9. That the Report be received. 
 

10. Attachments 
11. Attachment 1 - Risk and Opportunity Schedule  

 

12. Exchange/non exchange revenue.  

13. One of the key changes in the new standards is the disclosure of revenue. The PBE Accounting 
Standards require revenue to be classified as revenue from exchange or non-exchange 
transactions. Exchange transactions are transactions in which one entity receives assets or 
services and directly gives the equal value (primarily in the form of cash, goods, services, or use 
of assets) to another entity in exchange.  For example: Fees and user charges, rental income, 
subsidies and grants, targeted water supply. Non-exchange transactions are transactions that 
are not exchange transactions. For example: Development contributions, infringement and 
fines, rates, vested assets.  

14. Service Concessions Arrangements Grantor.   

15. We are also reviewing our contracts in relation to the new standards PBE IPAS 32 Service 
Concession Arrangements Grantor, concession arrangements are more commonly known as 
Public Private Partnership (PPP) arrangements. Broadly, service concession arrangements are 
arrangements between the public and private sectors whereby public services are provided by 
the private sector using public infrastructure (service concession asset). PBE IPSAS 32 requires 
the grantor (Hamilton City Council) to recognise the service concession asset and a 
corresponding liability on its balance sheet.  

16. Related Parties Disclosure’s.  

17. The disclosure requirements of PBE IPAS 20 (Related parties disclosures) are more specific than 
those in the previous accounting standards on the definition of key management (including 
elected members) personnel remuneration and we are working through this with the 
Democracy and Human resources team to ensure disclosure requirements are meet and 
updated where required.   

18. Audit.  

19. Audit New Zealand have also reviewed the draft 10 year plan documents under the new 
Accounting standards and have not identified any issues to date. Audit New Zealand  are back 
on the 15 June to audit the updated 10 year plan documents and will also be doing the interim 
audit for the year end. During this time we will be clarifying and seeking feedback on the new 
PBE standards.    

20. Audit New Zealand has provided a draft of their model financial statements and a final version 
should be available shortly. Disclosures will then be reviewed to ensure all necessary matters 
are covered.  
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21. Council Controlled Organisations.  

22. We are liaising with the Council Controlled Organisations (CCOs) to ensure timely information 
is produced and financial reporting is based on the new PBE standards. This is important as 
CCO’s may be using NZIFRS for their annual report but may need to complete additional 
disclosures for Councils Group accounts.   

23. An Annual reporting timetable has been prepared and followed to ensure timely and quality 
information for the Audit process. Content and area of focus outlined in the Audit 
Arrangements letter is currently being worked through at the moment.  

24. Year End Forecast.  

25. The Risks and Opportunities Schedule projects an improving overall financial performance 
against both the result from the Statement of Comprehensive Income (the Accounting result) 
and the “balance the books” measure (a sub-set of the Accounting Result). 

26. The forecast is based on actual results as at 31 May 2015. 

27. A summary of Attachment detailing the Financial estimates for Operating Risks and 
Opportunities  at 30 May 2015 is: 

 

Risks and opportunities estimated impact on year end 
result ($000s) 

 Balancing 
the Books 

Accounting 
Result 

Surplus / (Deficit) from Annual Plan  (3,266) 11,508 

Operating activities - Controllable  322 322 

Operating activities - Uncontrollable  (530) (4,930) 

DC revenue, interest and depreciation  6,279 6,279 

Unrealised gains/(losses) on interest rate swaps   (13,136) 

Gains/(losses) on assets sales   750 

Vested Assets   10,000 

Total Movement Positive/(Negative)  6,071 (715) 

Projected Surplus / (Deficit) for 30 June 2015  2,805 10,793 

28. The capital expenditure activities’ report a favourable variance of $12.9m 

29. Management are working to ensure that by the end of the financial year the R&O Schedule 
maintains a net improved result.   

 
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Audit & Risk Committee Date: 17 June 2015 

Report Name: 2015 Quarter 4 Update from 
PWC 

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 for Quarter 4 of 2015.

3. Summary
4. The PWC Internal Audit update for Quarter 4 of 2015 outlines the status of the Internal Audit

Programme. Two items have been deferred to ensure the best timing for those items. The
overall Internal Audit Programme is on schedule.

5. PWC have finalised no assessments this quarter.

6. Planning and scoping of audits for 2015/16 is underway.

7. Recommendation from Management
8. That the Report be received.

9. Attachments
10. Attachment 1 - Audit and Risk Committee Internal Audit Update - FY 2015 Quarter 4

Signatory 
Authoriser Paul Conder, Chief Financial Officer 
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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. Minutes of the Audit and 
Risk Committee Meeting - 
Public Excluded - 18 March 
2015 

C2. Legal Update (Verbal) from 
Tompkins Wake 

C3. Weathertight Buildings 

)  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 Section 7 (2) (a) 
Item C2. to maintain legal professional privilege Section 7 (2) (g) 
Item C3. to enable Council to carry out negotiations Section 7 (2) (i) 
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