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Membership   

Chairperson 
Members 

Mr Paul Connell 
Mr Tony Steele 
Her Worship the Mayor J Hardaker 
Cr A O’Leary 
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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: 18 March 2015 

Report Name: Minutes of the Audit and Risk 
Committee - Open - 5 
December 2014 

Author: Mary Birch 

 

Status Open  
 

 

Recommendation 
That the Report be received. 
 
 

1. Attachments 
2. Attachment 1 - Audit and Risk Committee - Open Minutes - 5 December 2014  
 
 

council report 
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Committee: Audit & Risk Committee Date: 18 March 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: 18 March 2015 

Report Name: Organisational Risk Report Author: Barnaby Pace 
 

Report Status Open  

Strategy, Policy or Plan context Organisational Risk 

Financial status There is not a 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 is to update progress on embedding the risk management culture and processes 

into the organisation and report on identified risks using the Organisational Risk Register (ORR) 
framework.  

3. Executive Summary 
4. The annual risk management maturity assessment shows significant gains with an increase 

from Level 2 (Initial) to Level 3 (Repeatable). 
5. The Business Continuity Management Framework has undergone an internal PWC audit. 
6. Alignment has been made between the internal Quality Management System and the Risk 

Management Framework as a further step to fully integrating risk management into the 
organisational processes and procedures . 

 

7. Recommendation from Management 
 That the Report be received. 
 

8. Attachments 
9. Attachment 1 - ORR Top Ten March 2015 

10. Attachment 2 - ORR Other March 2015 

11. Attachment 3 - Risk manangement maturity assessment 2014  

12. Organisational Risks Update 
13. There has been little movement in risk scores across the top ten risks over the past 

reporting period. Risk #46 ‘As a result of workforce capacity, the current work 
programme, or any new work programmes, may not be delivered’ has moved up from 

council report 
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a ‘high’ residual risk score to ‘very high’, resulting from the reassessment of the risk 
against the current employment market.  

14. Emerging Risks 
15. Emerging risks are identified by the Risk Manager through information provided from the Unit 

Risk Registers as well as events and changes to legislation which indicates a potential risk to 
HCC. 

16. The emerging risks are reported to the Risk Forum by the Risk Manager for evaluation and an 
initial risk rating may be made for reporting purposes, but this may be subject to change when 
knowledge gaps are filled and the full potential of the risk is realized. 

17. Once enough detail behind emerging is known, they will be-evaluated by the Risk Forum for 
escalation to the Organisational Risk Register (ORR) or assigned to Unit Risk Registers as 
appropriate. 

18. The identified emerging themes and key risks that are currently being reviewed are: 
• A Supreme Court decision that concludes that there is a duty of care owed by councils to 

make sure that building comply with the building code. That duty is owed not only to 
residential landowners but also to commercial landowners. The court has decided that 
the cost of fixing up buildings that do not comply with the building code is a cost that 
should be spread across the community rather than be borne by a single building owner. 
HCC has received its first claim form a Hamilton School. Further investigation is being 
undertaken as to whether this risk is included in leaky building risk (#34) or be presented 
as a separate risk due to potential differing rating. 

• Due to extended dry weather water demand is high. An emerging risk has been 
identified through a business case presented to the Finance Committee regarding an 
interim solution for water extraction capability to meet the demands of the community. 
This emerging risk is linked to Organisation Risk (#8) regarding low river water intake. 

 
19. Risk Management Maturity Assessment  
20. Hamilton City Council’s (HCC) Risk Management Framework has undergone its second annual 

Maturity Self-Assessment. HCC uses the PWC Risk Management Maturity Self-Assessment 
Model to ensure consistency with internal audits. 

21. Scoring is conducted across five levels of maturity (Ad Hoc, Initial, Repeatable, Managed, and 
Excellence) against eight fields (Framework, Commitment, Ownership, Processes, 
Communication and Training, Measurement, HR Support, and Oversight). Scoring was 
conducted using a qualitative analysis across a three point rating scale (Yes, No, Partly). 

22. On completion, some results venture in the level 4 category, but the distinction is that HCC’s 
overall risk maturity level has been identified as ‘Repeatable’ or Level 3.  PWC have defined 
Level 3 as “a proactive approach driven by practical guidance and integrated measures”.  

23. This result shows a level increase on the previous years Risk Management Maturity Level, from 
Level 2 (Initial) to Level 3 (Repeatable) with good progress being made towards Level 4. 
(Attachment 3). 
 

24. Alignment of Internal Quality System to the Risk Management 
Framework 

25. Alignment as been made between the HCC Quality Management System and the Risk 
Management Framework as a further step to move HCC towards full integration of  risk 
management in to internal processes and procedures.  

26. This further builds on the alignment of the Project Management and Health and Safety 
frameworks to the Risk Management Framework and the three lines of defence model.  

27. The Three lines of defence model is a best practice framework that is a tool for the 
measurement of assurance against three predetermined levels. Level One is management 
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oversight (KPI’s and Policies), Level Two is external expertise (Consultants and external peer 
review), and Level Three which is audit.  Processes and procedures are measured against this 
criterion to determine levels of assurance / robustness.   
 

Figure 1. Quality Systems and Risk Management Framework Integration Model 

 
 

28. Council Risk Management Policy 
29. Following the previous Audit and Risk Committee meeting (November 2014), the revised Draft 

Council Risk Management Policy was presented to the Strategy and Policy Committee. The 
Policy has now been adopted and the outstanding audit recommendation relating to the 
policy’s revision has been signaled for sign off.  

 
30. Business Continuity Management Update 
31. PWC has recently undertaken an audit of the Business Continuity Management Framework. 
32. The draft audit report has identified four recommendations for improvement.  

• No formal mechanism exists to identify potential gaps and interdependences across the 
individual organisational units BCP plans. (Medium Risk) 

• An enterprise BCP Maturity Framework has not yet been implemented. (Medium Risk) 
• General Mangers do not have formal BCP objectives/KPI’s. (Low Risk) 
• Formal training and documented BCP guidance have not yet been prepared. (Low Risk) 

33. Management supports the recommendations and will put in place initiatives to address these 
improvement suggestions.   
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34. Next Steps for Risk Management 
35. Investigation has begun into the enhancement of the current Unit Risk register  to incorporate  

automated risk calculation and report functionality.   
 

Signatory 
Authoriser Blair Bowcott, General Manager Performance Group  
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Committee: Audit & Risk Committee Date: 18 March 2015 

Report Name: Organisational Improvements 
Work Programme Status as at 
March 2015 

Author: David Leong 

 

Report Status Open  

Strategy, Policy or Plan context Organisational improvements 

Financial status There is no budget allocated 

Assessment of significance 

Having regard to the decision making provisions in the 
LGA 2002 and Council’s 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 March 2015, responding to recommendations made by Audit New Zealand 
(external audit), PWC (internal audit), QEC and Deloitte. 
 

3. Executive Summary  
4. At the last Audit & Risk (A & R) Committee meeting on 5 December 2015 there were 27 items 

remaining open on the organisational improvements work programme.  

5. There have been 15 new items added to the organisational improvements work programme 
since the last A & R Committee meeting. These new items relate to the two reports presented 
at the previous A & R Committee meeting (Audit NZ 2014 Final Management Letter and Audit 
NZ Project Management Review on IS Programme of Work). 

6. Management has ‘closed out’ 19 items since the last A & R Committee meeting, which leaves a 
balance of 23 Items remaining open at March 2015. Most of the Issues in respect of PWC’s 
transparency assessment and event management review have been addressed as result of SLT 
signing off the revised Fraud and Corruption Policy, and the implementation of the new event 
management system i.e. Ungerboeck. 

7. Overall, 91% or 231 items out of the total 254 items on the organisational improvements work 
programme have been addressed and closed as at 5 March 2015.  The table in note 15 below 
provides a summary analysis of the organisation improvement work programme by report 
type. 

8. The expected timeframe for completing the remaining 23 items at 5 March 2015 is 
summarised in the table shown in note 20 below. It is expected that 16 of these items or 70% 
will be closed within the next six months to September 2015. 

9. Attachment 1 provides a more detailed commentary and status of the 42 items on the work 
programme. 

 

council report 

 



 

10. Recommendation from Management 
 
 That the Report be received. 

 

11. Attachments 
12. Attachment 1 - Organisational Improvements Work Programme Detail March 2015  
 

13. Key Issue 
14. The table below provides a summary analysis of  the Organisational Improvements Work 

Programme classified by report type since inception: 
By Report Number of 

items 
remaining 

open at 
Dec14 

New 
items 

added 
since 

Dec14 

Number 
of items 

closed  
Dec14 to 

Mar15 

Number of 
items 

remaining 
open at 

Nov14 

  Number 
of items 

closed 
since 

inception 
to Mar15 

Total 
Number 
of items 

raised 

% of items 
addressed 

& closed at 
Mar15 

Staff identified 0  
 

  0  -5  5  100% 

Audit NZ LTP 0      0  -7  7  100% 

Audit NZ V8 Report 0      0  -20  20  100% 

Deloitte review 1  
 

  1  -13  14  93% 

Audit NZ 2011 Management Letter 2      2  -35  37  95% 

Ring Road Project Review (PWC) 1      1  -5  6  83% 

Transparency Assessment (PWC) 5    -4  1  -7  8  88% 

Health & Safety Review (PWC) 0      0  -6  6  100% 

Event Management Review (PWC) 5    -3  2  -5  7  71% 

QEC Audit Assessment 0      0  -39  39  100% 

Business Case Review (PWC) 0      0  -10  10  100% 
Assessment of Procurement & Contract 
Processes (PWC) 0      0  -3  3  100% 
Assessment of Risk Management 
Framework (PWC) 0      0  -8  8  100% 

Audit NZ 2013 Management Letter 3      3  -15  18  83% 

Management Policy Framework (PWC) 2    -2  0  -3  3  100% 
Development Contributions Processes & 
Controls (PWC) 2      2  -4  6  67% 

Project Management Framework (PWC) 4      4  -4  8  50% 

Workplace Bullying & Harassment (PWC) 0      0  -3  3  100% 

Audit NZ Interim 2014 1      1  -5  6  83% 

QEC Progress Review Report 1      1  -24  25  96% 

Audit NZ 2014 Final Management Letter 0  11  -6  5  -6  11  55% 
Audit NZ-Project Mgt Review on IS 
Programme of Work 0  4  -4  0  -4  4  100% 
 
Total 27  15  -19  23  -231  254  91% 

 

15. At the last Audit & Risk (A & R) Committee meeting on 5 December 2015, there were 27 items 
remaining open. 

 



 

16. A total of 15 new items have been added to the work programme since the last A & R meeting. 
This relates to: 

- 11 items from Audit NZ 2014 final management letter 

- 4 items from Audit NZ Project Management Review on IS Programme of work 

17. A total of 19 items have been closed out since last A & R meeting. This includes the: 

- 4 items of the transparency assessment (88% closed) 

- 3 items of the event management review (71% closed) 

- 2 items of the management policy review (100% closed) 

- 6 items of Audit NZ 2014 final audit management letter (55% closed) 

- 4 items of Audit NZ project management review on IS programme of work (100% closed) 

18. At the time of writing this report, 23 items on the organisational improvement programme 
remain open. 

19. The table below provides a summary of remaining open items at 5 March 2015 and the 
estimated completion dates: 

   
By Report Date 

report 
issued 

Remaining 
open items 
at Mar15 

Apr-
15 

May-
15 

Jun-
15 

Jul-
15 

Sep-
15 

Dec-
15 

Mar-
16 

Jun-
16 

2025 

Deloitte review 28/02/12 1 1                 

Audit NZ 2011 Management Letter 09/12/11 2 1             1   

Ring Road Project Review (PWC) 26/12/12 1 1                 

Transparency Assessment (PWC) 23/11/13 1 1                 

Event Management Review (PWC) 10/06/13 2           2       

Audit NZ 2013 Management Letter 13/11/13 3 1   1   1         
Development Contributions 
Processes & Controls (PWC) 03/03/14 2       2           
Project Management Framework 
(PWC) 20/05/14 4 1           3     

Audit NZ Interim 2014 09/09/14 1   1               

QEC Progress Review Report 04/09/14 1       1           
Audit NZ 2014 Final Management 
Letter 19/11/14 5 3   1           1 
 
Total   23 9 1 2 3 1 2 3 1 1 

  
20. Management expects to have 70% or 16 of 23 the remaining open items closed out over the 

next six months to September 2015 

21. Refer to Attachment 1 for a detailed commentary and the status of the 42 items on the work 
programme since the last A & R meeting. 

 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Audit & Risk Committee Date: 18 March 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. 

2. Executive Summary 
3. Council has started planning for the 2015 Annual Report preparation.  An area of key focus this year is 

the introduction of Public Benefit Entity (PBE) Accounting Standards. 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 public sector PBE for financial reporting purposes and therefore the financial statements 
need to be prepared in accordance with PBE Accounting Standards. Council has undertaken an the gap 
analysis between the standards.   

4. 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 IFRS and what standard applies.  
The key areas identified so far that are impacted are: exchange/non-exchange revenue; service 
concessions; property, plant and equipment.  

5. An Annual reporting timetable has been drafted and prepared to ensure timely and quality information 
for the Audit process. The Audit Arrangements letter has not yet been issued by Audit New Zealand.  

 

6. Recommendation from Management 
That the Report be received 

 

 

council report 
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7. Attachments 
8. Attachment 1 - Annual Report Timetable   
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Audit & Risk Committee Date: 18 March 2015 

Report Name: Fitch Annual Rating Report Author: Brett Brinkworth 
 

Report Status Open  

Strategy, Policy or Plan context Not applicable 

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/is not 
considered to have a high degree of significance 

1. Purpose of the Report 
2. To receive the Annual Rating Report prepared by FitchRatings based on the 30 June 2014 

financial year. 

3. Executive Summary 
4. FitchRatings have published the Annual Rating Report for Hamilton City Council. 

5. Council credit ratings have been maintained at AA- (long term) and F1+ (short term). 
 

6. Recommendation from Management 
That the Report be received. 

7. Attachments 
8. Attachment 1 - Fitch Credit Rating Report  

9. Annual Rating Report 
 

10. FitchRatings compile this report based on analysis of published reports and plans, national and 
regional socio economic data, and information provided by Council staff. 

 
11. The Rating Report is a very positive review that acknowledges our improving financial 

performance. 
 

12. Council has maintained a long term AA- rating that places us as a high quality investment grade 
organization. The short term F1+ rating indicates exceptionally strong capacity to meet our 
financial commitments. 

 

council report 
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13. FitchRatings have noted that future ratings are sensitive on the downside to adverse 
movements in Council’s debt position that may result from deterioration in the economic 
environment, and on the upside to sustained performance of operating margins relative to 
peers with less debt. 
 

Signatory 
Authoriser Paul Conder, Chief Financial Officer  
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Committee: Audit & Risk Committee Date: 18 March 2015 

Report Name: 2015 Quarter 3 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 3 of 2015. 

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

Programme. The overall Internal Audit Programme is on schedule. 

5. PWC have finalised two assessments this quarter. 

6. Quarter 4 scoping has commenced. 

7. Recommendation from Management 
That the Report be received. 

8. Attachments 
9. Attachment 1 - Audit and Risk Committee Internal Audit Update - FY 2015 Quarter 3  
 
 
 

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. 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) 
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