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AUDIT & RISK SUBCOMMITTEE
Membership:

Independent Chair and 7 Members
Audit and Risk Subcommittee members should be appointed so that the
subcommittee has a diversity of governance skills, experiences and
personal qualities. Between them, the members should bring a mix of the
following attributes:
1. Broad governance experience;
2. Familiarity with risk management disciplines;
3. Understanding of internal control and assurance frameworks;
4.

An understanding of financial and non-financial performance
reporting;

5. A good understanding of the roles of internal and external audit;
and
6. A sound understanding of the local government sector.
Use of the matrix below has assisted other councils to consider the best
fit for membership of an Audit and Risk Committee.
Quorum:

Half of the members

Meeting Cycle:

Meets on an eight weekly basis or as required

Reports to:

Council

OVERVIEW:
This Subcommittee has a monitoring and advisory role in reviewing the effectiveness of the manner in
which Council discharges its responsibilities in respect to governance, risk management and internal
control.
The Committee is primarily aligned with the Office of the Chief Executive.
Its areas of focus are:

▪

Oversight of risk management and assurance across the Council Group with respect to risk that is
significant

▪

Internal and external audit and assurance

▪

Health, safety and wellbeing

▪

Business continuity and resilience

▪

Integrity and investigations

▪

Monitoring of compliance with laws and regulations

▪

Significant projects, programmes of work and procurement, focussing on the appropriate
management of risk

▪

The LTP, Annual Report and other external financial reports required by statute.

PURPOSE:
To carry out a monitoring and advisory role and provide objective advice and
recommendations around the effectiveness of the manner in which Council discharges
its responsibilities in respect to governance frameworks, risk management, internal
control systems and the Council Group’s financial management practices.

DELEGATIONS FOR THE SUBCOMMITTEE’S AREAS OF FOCUS:
▪

The Subcommittee has no decision-making powers other than those in these Terms
of Reference.

▪

The Subcommittee may request expert advice through the Chief Executive where
necessary.

▪

The Subcommittee may make recommendations to the Council and/or Chief
Executive.

Risk Management:
▪ Review, approve and monitor the implementation of the risk management framework and

strategy, including significant risks to the Council Group.
▪ Review the effectiveness of risk management and internal control systems including all

material financial, operational, compliance and other material controls. This includes
legislative compliance (including health and safety), significant projects and programmes
of work, and significant procurement.
▪ Review risk management reports identifying new and/or emerging risks.

Assurance:
▪ Review and approve, and monitor the implementation of, the assurance strategy and

detailed internal audit coverage and annual work plans.
▪ Review the coordination between the risk and assurance functions, including the integration

of the Council’s risk profile with the internal audit programme. This includes assurance
over all material financial, operational, compliance and other material controls. This
includes legislative compliance (including health and safety), significant projects and
programmes of work, and significant procurement.
▪ Review the reports of the assurance functions dealing with findings, conclusions and

recommendations (including assurance over risks pertaining to Council Controlled
Organisations and Council Controlled Trading Organisations that are significant to the
Council Group).
▪ Review and monitor management’s responsiveness to the findings and recommendations,

inquiring into the reasons that any recommendation is not acted upon.

Fraud and Integrity:
▪ Review, approve and monitor the implementation of the assurance strategy, including the

fraud and integrity aspects.
▪ Review the arrangements in place by which staff may, in confidence, raise concerns about

possible improprieties in matters of financial reporting, financial control or any other
matters, and ensure that there is proportionate and independent investigation of such
matters and appropriate follow-up action.
▪ Review the procedures in relation to the prevention, detection, reporting and investigation

of bribery and fraud.
▪ Review and monitor policy and process to manage conflicts of interest amongst elected and

appointed members, management, staff, consultants and contractors.
▪ Review internal and external reports related to possible improprieties, ethics, bribery and

fraud related incidents.
Statutory Reporting:
▪ Review and monitor the integrity of the Long Term Plan and Annual Report including

statutory financial statements and any other formal announcements relating to the
Council’s financial performance, focussing particularly on the areas listed below.
▪ Compliance with, and the appropriate application of, relevant accounting policies, practises

and accounting standards.
▪ Compliance with applicable legal requirements relevant to statutory reporting.
▪ The consistency of application of accounting pollicies, across reporting periods, and the

Council Group.
▪ Changes to accounting policies and practices that may affect the way that accounts are

presented.
▪ Any decisions involving significant judgement, estimation or uncertainty.
▪ The extent to which financial statements are affected by any unusual transactions and the

way they are disclosed.
▪ The disclosures of contingent liabilities and contingent assets.
▪ The clarity of disclosures generally.
▪ The basis for the adoption of the going concern assumption.
▪ Significant adjustments resulting from the audit.

External Audit:
▪

Discuss with the external auditor, before the audit commences, the nature, scope and fees
of the external audit, areas of audit focus, and error and materiality levels.

▪

Review, with the external auditors, representations required by elected members and
senior management, including representations as to the fraud and integrity control
environment.

▪

Review the external auditor’s management letter and management responses, and inquire
into reasons for any recommendations not acted upon.

▪

Where required, the Chair may ask a senior representative of the Office of the Auditor
General to attend meetings of the Subcommittee to discuss the office’s plans, findings and
other matters of mutual interest.

Interaction with Council Controlled Organisations and Council Controlled Trading
Organisations:
▪

Other committees dealing with CCO and CCTO matters may refer matters to the Audit &
Risk Subcommittee for review and advice.

▪

This Subcommittee will inquire to ensure adequate processes at a governance level exist
to identify and manage risks within a CCO. Where an identified risk may impact on
Council or the Council Group, the Subcommittee will also ensure that all affected entities
are aware of and are appropriately managing the risk.

Matrix of Experience, Skills and Personal Qualities
Experience, Skills and Personal Qualities

Member A

Member B

Member C

Member D

Independent
Chairperson

The recommended combination of experience is:
•
financial reporting
•
broad governance experience
•
familiarity with risk management
disciplines
•
understanding of internal control
and assurance frameworks
•
good understanding of the roles of
internal and external audit
•
local government expertise
For an “advisory-oriented” audit committee, particular emphasis should be placed on:
•
Strategy
•
Performance management
•
Risk management disciplines
In determining the composition of the audit committee, the combined experience, skills, and personal qualities of audit
committee members is critical. Members should bring:
•
the ability to act independently and
objectively
•
the ability to ask relevant and
pertinent questions, and evaluate
the answers
•
the ability to work constructively
with management to achieve
improvements
•
an appreciation of the public
entity’s culture and values, and a
determination to uphold these
•
a proactive approach to advising
the governing body and chief
executive of matters that require
further attention
•
business acumen
•
appropriate diligence, time, effort,
and commitment
•
the ability to explain technical
matters in their field to other
members of the audit committee
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KOMITI ITI AHUMONI I TŪRARU | AUDIT AND RISK SUBCOMMITTEE
Meeting to be held via Zoom on
Tuesday 15 February 2022 commencing at 2.00pm.
ORDER PAPER
PUBLIC BUSINESS
1.

APOLOGIES

2.

PUBLIC COMMENT
Generally up to 30 minutes is set aside for public comment (three minutes per
speaker on items appearing on the agenda). Speakers may be asked questions on
the matters they raise.

3.

CONFLICT OF INTEREST DECLARATIONS
Members are reminded of the need to be vigilant to stand aside from decision
making when a conflict arises between their role as a member and any private or
other external interest they might have

4.

EXTERNAL AUDIT UPDATE - HUTT CITY COMMUNITY FACILITIES
TRUST (22/128)
Report No. ARSC2022/1/5 by the Senior Management Accountant

10

CHAIR’S RECOMMENDATION:
“That the recommendations contained in the report be endorsed.”
5.

EXTERNAL AUDIT UPDATE - SEAVIEW MARINA LIMITED (22/117)
Report No. ARSC2022/1/6 by the Senior Management Accountant

25

CHAIR’S RECOMMENDATION:
“That the recommendation contained in the report be endorsed.”
6.

EXTERNAL AUDIT UPDATE - URBAN PLUS LIMITED (PARENT AND
GROUP) (22/116)
Report No. ARSC2022/1/7 by the Senior Accountant
CHAIR’S RECOMMENDATION:
“That the recommendation contained in the report be endorsed.”

43

8

7.

15 February 2022

EXTERNAL AUDIT UPDATE - HUTT CITY COUNCIL (22/115)
Report No. ARSC2022/1/8 by the Financial Accounting Manager

87

CHAIR’S RECOMMENDATION:
“That the recommendation contained in the report be endorsed with a new
part (2) to read:
(2) asks officers to provide guidance and assistance to their colleagues at
Wellington Water Limited to ensure satisfactory performance measures
and reporting can be implemented and tested in the 2022 financial year
audit process to resolve the potential for a modified opinion again being
issued on Council’s water activities.”
8.

SENSITIVE EXPENDITURE DISCLOSURES (22/104)
Report No. ARSC2022/1/17 by the Financial Accounting Manager

116

CHAIR’S RECOMMENDATION:
“That the recommendations contained in the report be endorsed.”
9.

HOLIDAYS ACT COMPLIANCE (22/73)
Report No. ARSC2022/1/9 by the Finance Project Manager

121

CHAIR’S RECOMMENDATION:
“That the recommendation contained in the report be endorsed.”
10.

RISK MANAGEMENT UPDATE (22/126)
Report No. ARSC2022/1/11 by the Risk and Assurance Manager - Finance

124

CHAIR’S RECOMMENDATION:
“That the recommendations contained in the report be endorsed.”
11.

COMPLYWITH (22/21)
Report No. ARSC2022/1/12 by the Legal Co-ordinator
CHAIR’S RECOMMENDATION:
“That the recommendation contained in the report be endorsed.”

142

9

12.

15 February 2022

INFORMATION ITEMS
a)

Naenae Pool and Fitness Centre - progress update (22/30)
Memorandum dated 18 January 2022 by the Project Manager
(Naenae)

148

CHAIR’S RECOMMENDATION:
“That the recommendation contained in the memorandum be endorsed.”
b)

Audit and Risk Subcommittee Work Programme (22/45)
Report No. ARSC2022/1/16 by the Democracy Advisor

CHAIR’S RECOMMENDATION:
“That the recommendation contained in the report be endorsed.”

13.

QUESTIONS
With reference to section 32 of Standing Orders, before putting a question a
member shall endeavour to obtain the information. Questions shall be concise
and in writing and handed to the Chair prior to the commencement of the
meeting.

Kate Glanville
SENIOR DEMOCRACY ADVISOR

156
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Audit and Risk Subcommittee
27 January 2022

File: (22/128)

Report no: ARSC2022/1/5

External Audit Update - Hutt City Community
Facilities Trust
Purpose of Report
1.

To provide an update on the information contained within the recent
management report issued by Audit NZ.

Recommendations
That the Subcommittee
(1) notes the findings from the 2020/21 audit of the Hutt City Communities
Facilities Trust attached as Appendix 1 to the report; and
(2) notes the windup of the Trust took effect on 30 June 2021 and that there
will be no further audits.
Background
2.

The primary purpose of the external audit is to complete checks that enable
Audit NZ to issue an audit opinion on the Hutt City Community Facilities
Trust (CFT) performance results for the year end.

3.

CFT’s Annual Report for the year ended 30 June 2021 was approved and
adopted by the CFT Board and tabled at Council on 16 December 2021.
Audit NZ issued an unmodified audit opinion.

4.

The Annual Report for the year-ended 30 June 2021 was CFT’s final report as
a decision was made to wind-up the Trust following public consultation. The
wind-up date was 30 June 2021.

5.

Given this was CFTs final Annual Report, all previous Audit NZ
recommendations were closed, and no new recommendations were raised.
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Trust
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15 February 2022

The table below provides an overview of Audit NZ’s finding in relation to
previous open recommendations:
Audit NZ
recommendation

Year
first
raised

Officer update

1

Monitoring of building
warrants of fitness

2018

No expired building warrants of fitness
were identified by Audit NZ in
2020/21.

2

Journals review

2017

With the disestablishment of the Trust,
Council will apply its internal policy
regarding the approval of journals and
transactions.

3

Discovery of one
undisclosed interest

2016

No non-disclosure of interests were
identified by Audit NZ in 2020/21.

4

Compliance with
Sensitive Expenditure
Policy

2020

Audit NZ found no incidences of noncompliance with the sensitive
expenditure policy in 2020/21.

5

Relevance of
performance measures

2020

Audit NZ noted CFT had updated its
performance measures in its Statement
of Intent for the three-year period
covering 2021/22 to 2023/24 in line
with audit recommendations.

Climate Change Impact and Considerations
7. There are no climate change impacts or considerations arising from this
report.
Legal Considerations
8. There are no legal considerations arising from this report.
Financial Considerations
9. The financial considerations are detailed in Appendix 1 to this report.
Appendices
No.

Title

1⇩

Report to the Board on the audit of the Hutt City Community
Facilities Trust for the year-ended 30 June 2021
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Author: Sharon Page
Senior Management Accountant

Author: Ben Wu
Financial Accounting Manager

Approved By: Jenny Livschitz
Group Chief Financial Officer
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Report to the Board on
the audit of the
Hutt City Community
Facilities Trust
For the year ended 30 June 2021

HCCFT _ Report to Governors 2021 - Final.docx
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Key messages
We have completed the audit of the Hutt City Community Facilities Trust (the Trust) for the year
ended 30 June 2021. This report sets out our findings from the final audit of the Trust.

Audit opinion
We issued an unmodified audit opinion.
Without modifying our audit opinion, we included an emphasis of matter paragraph to draw
attention to the disclosures in the financial statements relating to the preparation of the financial
statements on the disestablishment basis because of the Trustees’ decision to wind up the Trust
following public consultation.
We consider the disestablishment basis of preparation and related disclosures to be appropriate to
the Trust’s circumstance.

Key matters
Disestablishment of the Trust
We are satisfied with the accounting treatment and disclosures in the final annual report regarding
the disestablishment of the Trust.
There are no significant matters to bring to your attention.

Property, Plant and Equipment revaluation
The Trust performed a full revaluation of their land and buildings as at 31 May 2021.
We are satisfied, from the audit procedures performed, that revalued property, plant and equipment
are fairly stated for the purposes of being transferred to the Hutt City Council as part of the
disestablishment of the Trust.

Risk of management override of internal controls
We did not identify any issues or incidents of management override of controls.

Thank you
We would like to thank the Board, management and staff for the assistance received during the
audit.

Andrew Clark
Appointed Auditor
27 January 2022
3
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

1

Recommendations

1.1

New recommendations
There are no new recommendations.

1.2

Status of previous recommendations
All previous recommendations have been closed given the context of the disestablishment
of the Trust.
Appendix 1 sets out the final status of the previous recommendations raised.

4
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

2

Our audit report

2.1

We issued an unmodified audit report
We issued an unmodified audit opinion.
Without modifying our audit opinion, we included an emphasis of matter
paragraph to draw attention to the disclosures in the financial statements
relating to the preparation of the financial statements on the
disestablishment basis because of the Trustees’ decision to disestablish the Trust.
We consider the disestablishment basis of preparation and related disclosures to be
appropriate to the Trust’s circumstance.

2.2

Misstatements
The financial statements are free from material misstatements, including omissions.
We identified financial and disclosure misstatements during the audit and discussed these
with management, other than those which were clearly trivial.
All misstatements identified were appropriately corrected by management.

2.3

Quality and timeliness of information provided for audit
We reviewed an early draft of the annual report prior to completing the final
audit. This review highlighted questions about the accounting treatment of
the disestablishment of the Trust.
Management obtained technical accounting advice and updated the draft
annual report accordingly. We reviewed this updated draft of the annual report for the
purposes of our audit.
Management needs to provide information for audit relating to the annual report of the
Trust. This includes the draft annual report with supporting working papers. We provided a
listing of final information we required to management on 13 October 2021. This included
the dates we required the information to be provided to us.
The quality of the information submitted to us was good and received in line with the
planned timeline.

5
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3

Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Matters raised in the Audit Plan
In our Audit Plan, we identified the following matters as the main audit risks
and issues:

Audit risk/issue

Outcome

Disestablishment of Trust
As part of the Hutt City Council’s (the City
Council’s) Consultation Documents and
long-term plan 2021-31 there was a plan
developed to disestablish the Trust and
bring the operations into the City Council.
We understand that the City Council has
sought the advice of PwC about the
implications of disestablishment and
consulted with the IRD for their indicative
view on the distribution of the Trust’s
assets and considered compliance with the
Trust Deed.

We completed our assessment of the
accounting treatment of the disestablishment
of the Trust.
We considered management’s assessment, the
advice management received from PwC, Inland
Revenue correspondence and legal
documents.
We concluded that the accounting treatment
and disclosures included in the final annual
report were appropriate.

Based on the proposed disestablishment
approval, the Trust was required to prepare
its financial statements on a
disestablishment basis and provide the
additional necessary disclosure in its
financial statements.
Revaluation of land and buildings
The Trust’s land and building assets are
measured on a revaluation basis. The Trust
last revalued its land and buildings as at
31 May 2020.

•

reviewed how the Trust ensured
completeness over the asset data;

We expected that the Trust would perform
a full valuation of its land and buildings this
year before transferring these assets to the
City Council.

•

obtained confirmations from the
independent valuers;

•

confirmed our understanding of the
valuation methodology and key
assumptions. We will assess these for
compliance with PBE IPSAS 17 and
evaluate their reasonableness based on
our experience and knowledge of other
similar valuations;

•

determined how the age and condition
of the assets has been determined, and
how this has been reflected in the

Our audit included the following, we:

6
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Audit risk/issue

Outcome
determination of the remaining useful
life of the assets (where applicable) and
the valuation calculation for those
assets;

•

determined how unit rates for
replacement costs have been
determined; and

•

reviewed how changes in the value of
revalued assets were accounted for
prior to being transferred to the City
Council.

We are satisfied that the conclusions reached
are reasonable and the values of Property,
Plant and Equipment were fairly stated for the
transfer to the City Council.
Risk of management override of internal controls
There is an inherent risk in every
organisation of fraud resulting from
management override of internal controls.
Management are in a unique position to
perpetrate fraud because of their ability to
manipulate accounting records and prepare
fraudulent financial statements by
overriding controls that otherwise appear
to be operating effectively. Auditing
standards require us to treat this as a risk
on every audit.

We designed our audit approach to address
the potential risk of management override of
controls, including:

•

We reviewed the journals system and
completed journals testing, including
year-end journals.

•

We considered accounting estimates for
bias, including the valuation of certain
classes of Property, Plant and
Equipment and the useful life of assets,
which we found appropriate.

•

We maintained awareness of any
significant transactions that were
outside the normal course of business,
or that otherwise appear to be unusual
given our understanding of the Trust
and its environment, and other
information obtained during the audit.

We did not identify any issues that indicated
management override of internal controls.

7
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Public sector audit
The Trust is accountable to the City Council and to the public for its use of
public resources. Everyone who pays taxes or rates has a right to know that
the money is being spent wisely and in the way the Trust said it would be
spent.
As such, public sector audits have a broader scope than private sector audits. As part of our
audit, we have considered if the Trust has fairly reflected the results of its activities in its
financial statements and non-financial information.
We also consider if there is any indication of issues relevant to the audit with:
•

compliance with its statutory obligations that are relevant to the annual report;

•

the Trust carrying out its activities effectively and efficiently;

•

the Trust incurring waste as a result of any act or failure to act by a public entity;

•

any sign or appearance of a lack of probity as a result of any act or omission,
either by the Trust or by one or more of its members, office holders, or
employees; and

•

any sign or appearance of a lack of financial prudence as a result of any act or
omission by a public entity or by one or more of its members, office holders, or
employees.

We did not note any significant issues.

8
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Appendix 1: Update of previous recommendations
Update provided in the context of the Trust having been disestablished
Recommendation

First raised

Status

2016

We have not identified any non-disclosure
of interest for the year ended 30 June 2021.

2020

We noted that the Trust has updated the
performance measures for the 2021/22 to
2023/24 Statement of Intent, particularly as
no developments are planned for the
foreseeable future.

Conflicts of interest and disclosure of interests
We recommended that all interests are fully
disclosed.
In 2020 we identified one undisclosed
interest through a Companies Register
search. We note that there were no
transactions between the Trust and this
interest in 2019/20 but continue to
recommend that the interest register is
completed and kept up to date.
Relevance of performance measures
We recommended the Trust revises the
measure “All facilities have detailed
maintenance plans in place within
12 months of completion” to reflect ongoing
maintenance of current buildings or levels of
service achieved by current buildings.

With the disestablishment of the Trust at
30 June 2021, the City Council will be
responsible for the implementation of
performance measures that demonstrate
the performance of the Trust’s previous
operations.

Last year the Trust reported against the
performance measure: “All facilities have
detailed maintenance plans in place within
12 months of completion”. As no buildings
have been completed and that there are no
new developments planned, this measure
no longer has relevance for the performance
of the Trust.
Monitoring of Building Warrants of Fitness
We recommended that the Trust puts a
more formal monitoring or control
mechanism in place to ensure positive
assurance is obtained to minimise the risk of
non-compliance.
Through our testing of building warrants of
fitness in 2020 we identified that the Ricoh
Centre warrant of fitness expired on 13 June
2020 and was not renewed as at year end.

2018

We have not noted any building warrant of
fitness expired during the year.
We noted that this function has been taken
over and monitored by the City Council’s
staff.

9

DEM15-4-4 - 22/128 - External Audit Update - Hutt City Community Facilities Trust

Page 21

Attachment 1

Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Recommendation

First raised

Status

2020

We performed sample testing of sensitive
expenditure and have not identified any
non-compliance to sensitive expenditure
policy.

2017

With the disestablishment of the Trust, the
City Council will apply its internal policy
regarding the approval of journals and
transactions.

Compliance with sensitive expenditure policy
We recommended the Trust ensures that all
sensitive expenditure incurred is in line with
policy.
Last year a sample selected for sensitive
expenditure testing outlined “Bar tab” on
supporting invoice for a function held for
Trust sponsors. Alcoholic beverages are
prohibited by the expenditure policy
(external entertainment allows for
non-alcoholic beverages only, and as a
general rule, alcoholic beverages are
prohibited).
Journals review
We recommended the Trust engages with
the City Council finance team to analyse and
document the different types of journals
processed to understand the risk of
incorrect or inappropriate journals being
posted. An appropriate system of evidenced
independent review of manual journals back
to supporting documentation should be
implemented.
In February 2020, the Council approved the
General Ledger Journal Entry Policy (the
Policy) applicable across all its CCOs
including the Trust. This policy was
implemented in March 2020. We noted that
the Policy does not sufficiently cover
controls for non-standard journals at the
Trust’s level as the Council applies a
materiality of $10k in order for detailed
review against supporting documentation.

10
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Report to the Board on the audit of the Hutt City Community Facilities Trust for
the year-ended 30 June 2021

Appendix 2: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and
Auditor-General. We are responsible for expressing an independent
opinion on the financial statements and performance information
and reporting that opinion to you. This responsibility arises from
section 15 of the Public Audit Act 2001.
The audit of the financial statements does not relieve management
or the Board of their responsibilities.
Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the Board.

Auditing standards

We carried out our audit in accordance with the Auditor-General’s
Auditing Standards. The audit cannot and should not be relied upon
to detect all instances of misstatement, fraud, irregularity or
inefficiency that are immaterial to your financial statements. The
Board and management are responsible for implementing and
maintaining your systems of controls for detecting these matters.

Auditor independence

We are independent of the Trust in accordance with the
independence requirements of the Auditor-General’s Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1: International Code of Ethics for
Assurance Practitioners, issued by New Zealand Auditing and
Assurance Standards Board.
Other than the audit, we have no relationship with, or interests in,
the Trust.

Fees

The audit fee for the year is $26,102, as detailed in our Audit
Proposal Letter.
No other fees have been charged in this period.

Other relationships

We are not aware of any situations where a spouse or close relative
of a staff member involved in the audit occupies a position with the
Trust that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the Trust
during or since the end of the financial year.

11
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PO Box 99
Wellington 6140
Phone: 04 496 3099
www.auditnz.parliament.nz
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15 February 2022

Audit and Risk Subcommittee
27 January 2022

File: (22/117)

Report no: ARSC2022/1/6

External Audit Update - Seaview Marina
Limited
Purpose of Report
1.

To provide an update on the information contained within the recent
management report issued by Audit NZ.

Recommendation
That the Subcommittee notes the progress achieved in addressing the audit
recommendations for Seaview Marina Limited attached as Appendix 1 to the
report.
Background
2.

The primary purpose of the external audit is to complete checks that enable
Audit NZ to issue an audit opinion on Seaview Marina Limited (SML)
performance results for the year end.

3.

SML’s Annual Report for the year ended 30 June 2021 was approved and
adopted by the SML Board and presented to Council on 16 December 2021.
Audit NZ issued an unmodified audit opinion.
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Audit NZ management reports
4. Summary:
Priority

Priority
Urgent

5.

1

Necessary

Beneficial

Total

Open matters
from prior year

0

3

0

3

Matters
resolved

0

-2

0

-2

New matters in
current year

0

0

1

1

Current open
matters

0

1

1

2

The table below provides an overview of the current open matters:

Audit NZ
recommendation

Year
First
Raised
by Audit
NZ

Performance reporting

2019/20

SML will follow up on this work with
the Research and Evaluation team in
the second half on 2021/22 with the
aim of identifying further measures.

2020/21

Hutt City Management will
communicate with the appropriate
Council staff to ensure all letters
relating to the appointment of directors
are forwarded to HR and Payroll for
filing and future reference.

SML looks to how it can
improve its
performance reporting
to better show its
development and
responsibilities as a
Public Benefit Entity.

Officer update

Audit NZ noted
progress has been made
with one new measure
included in the draft
2021/22 to 2023/24 SOI.
2

Ensure all appointment
letters are retained
All appointment letters
should be kept for future
reference
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Climate Change Impact and Considerations
6. There are no climate change impacts or considerations arising from this
report.
Legal Considerations
7. There are no legal considerations arising from this report.
Financial Considerations
8. The financial considerations are detailed in Appendix 1 attached to the
report.
Appendices
No.

Title

1⇩

Seaview Marina Limited Audit Management Letter 30 June 2021

Page
28

Author: Sharon Page
Senior Management Accountant

Reviewed By: Ben Wu
Financial Accounting Manager

Approved By: Jenny Livschitz
Group Chief Financial Officer
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the audit of
Seaview Marina Limited
For the year ended 30 June 2021
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Key messages
We have completed the audit of Seaview Marina Limited (the Company) for the year ended 30 June
2021. This report sets out our findings from the audit and draws attention to areas where Seaview
Marina Limited is doing well and where we have made recommendations for improvement.

Audit opinion
We issued an unmodified audit opinion dated 30 November 2021. This means we are satisfied that
the financial statements and performance information fairly reflect the Company’s activities for the
year and its financial position at the end of the year.

Key matters
Property, plant and equipment – fair value assessment
We reviewed management’s assessment of fair values and agreed that there were no significant
differences between the fair value of property, plant and equipment compared to its carrying value
as at 30 June 2021. As such, we agreed that no revaluation exercise was required and no fair value
valuation adjustment was made.
Inherent risk of management override of controls
We did not identify any instances of inappropriate management override of controls.
We performed audit procedures and testing to gain assurance over journal transactions as these contain
an inherent risk of management override of controls. Our detailed testing did not identify any issues.

Thank you
We would like to thank the Board and management for the assistance provided during the audit,
particularly given the challenges around auditing in a Covid-19 environment.

Andrew Clark
Appointed Auditor
3 February 2022
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Recommendations
Our recommendations for improvement and their priority are based on our
assessment of how far short current practice is from a standard that is
appropriate for the size, nature, and complexity of your business. We use the
following priority ratings for our recommended improvements.
Priority

Explanation

Urgent

Needs to be addressed urgently
These recommendations relate to a significant deficiency that
exposes the Company to significant risk or for any other reason
need to be addressed without delay.

Necessary

Address at the earliest reasonable opportunity, generally within
six months
These recommendations relate to deficiencies that need to be
addressed to meet expected standards of best practice. These
include any control weakness that could undermine the system
of internal control.

Beneficial

Address, generally within six to 12 months
These recommendations relate to areas where the Company is
falling short of best practice. In our view it is beneficial for
management to address these, provided the benefits outweigh
the costs.

1.1

New recommendations
The following table summarises our recommendations and their priority.
Recommendation
Ensure all appointment letters are retained

Reference
4.1

Priority
Beneficial

All appointment letters should be kept for future reference.

4
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Status of previous recommendations
Set out below is a summary of the action taken against previous recommendations.
Appendix 1 sets out the status of previous recommendations in detail.
Priority

Priority
Urgent

Necessary

Beneficial

Total

Open

0

0

1

1

Implemented or closed

0

2

0

2

Total

0

2

1

3

5
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2

Our audit report

2.1

We issued an unmodified audit report
We issued an unmodified audit report on 30 November 2021. This means we
were satisfied that the financial statements and statement of service
performance present fairly the Company’s activity for the year and its
financial position at the end of the year.
In forming our audit opinion, we considered the following matters.

2.2

Uncorrected misstatements
The financial statements are free from material misstatements, including omissions. During
the audit, we have discussed with management any misstatements that we found, other
than those which were clearly trivial.
There was only one financial misstatement identified of $22k which increased operating
expenditure, and this was corrected by management.

2.3

Uncorrected disclosure deficiencies and performance reporting
The financial statements are free from material disclosure misstatements, including
omissions. During the audit, we discussed with management any disclosure improvements
that we found.
We identified several disclosure deficiencies, mainly in the performance reporting
disclosures. All our comments were appropriately addressed in the final annual report.

2.4

Quality and timeliness of information provided for audit
Management needs to provide information for audit relating to the annual
report of the Company. This includes the draft annual report with supporting
working papers. We provided a listing of information we required to
management on 11 July 2021. This included the dates we required the
information to be provided to us.
The quality of the information submitted to us was good and received in line with the
planned timeline.

6
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Matters raised in the Audit Plan
In our Audit Plan, we identified the following matters as the main audit risks
and issues:

3.1

Risk of management override of internal controls
Professional auditing standards require us to consider fraud risks in all audits we perform,
including the risk of management override of control. Although we have no indication of
any heightened risk, the risk is nevertheless present in all entities.
The Company uses the financial systems of the Hutt City Council. To reduce the risk of
material misstatement due to fraud to an acceptable level we completed the following
audit work:
•

Tested the appropriateness of journal entries recorded in the general ledger and
other adjustments made in the preparation of the financial statements.

•

Reviewed accounting estimates for bias and evaluated whether the circumstances
producing the bias, if any, represent a risk of material misstatement due to fraud.
The main estimate is the useful life of property, plant and equipment which we
considered reasonable.

•

Maintained awareness of any significant transactions that were outside the
normal course of business, or that otherwise appear to be unusual given our
understanding of the Company and its environment, and other information
obtained during the audit. None were noted.

From our testing we did not identify any issues that indicated management override of
internal controls.

3.2

Fair value assessment of Property, plant and equipment
The Company revalued its assets as at 31 May 2020. Management performed an
assessment to assess whether the carrying values of the assets differed materially from
their fair values as at 30 June 2021. If this were the case, then a full revaluation exercise
would need to be carried out and a revaluation adjustment made.
We reviewed management’s assessment of fair value and agreed with their assessment
that there were no significant differences between the fair value of property, plant and
equipment compared to its carrying value as at 30 June 2021.
We also reviewed the Company’s impairment assessment, and based on this assessment
and our audit work, we agree there is no indication of impairment.

7
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4

Other matters arising from the audit

4.1

Appointment letter not available for inspection
We recommend that management ensure that appointment letters are kept for future
reference.
During our testing of payroll expenditure we identified an instance where the appointment
letter was not available for inspection. This exposes the Company to risk of errors in salary
payments and not having supporting evidence of the terms of employment.
Management comment
Hutt City management will communicate with the appropriate Council staff to ensure all
letters relating to the appointment of directors are forwarded to HR and Payroll for filing
and future reference.
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Public sector audit
The Company is accountable to Hutt City Council and to the public for its use
of public resources. Everyone who pays taxes or rates has a right to know
that the money is being spent wisely and in the way the Company said it
would be spent.
As such, public sector audits have a broader scope than private sector audits. As part of our
audit, we have considered if the Company has fairly reflected the results of its activities in
its financial statements and non-financial information.
We also consider if there is any indication of issues relevant to the audit with:
•

compliance with its statutory obligations that are relevant to the annual report;

•

the Company carrying out its activities effectively and efficiently;

•

the Company incurring waste as a result of any act or failure to act by a public
entity;

•

any sign or appearance of a lack of probity as a result of any act or omission,
either by the Company or by one or more of its members, office holders, or
employees; and

•

any sign or appearance of a lack of financial prudence as a result of any act or
omission by a public entity or by one or more of its members, office holders, or
employees.

We did not note any significant issues.

9
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Useful publications
Based on our knowledge of the Company, we have included some
publications that the Board and management may find useful.

Description

Where to find it

Covid-19 Impact on Public Sector Reporting
The state of emergency in response to the
Covid-19 coronavirus has significantly
impacted most public sector entities. The
consequences for the completion of annual
reports and the annual financial statements
are one part of this impact.

On our website under good practice.
Link: Covid-19 bulletins

We are developing a series of Bulletins in
response:

•

revaluations of property, plant and
equipment and investment property;

•

service performance reporting; and

•

financial reporting.

Client updates
As part of our response to the Covid-19
situation, we developed online client
updates to replace the in-person sessions
that were cancelled.

On our website under publications and
resources.
Link: Client updates

This year’s material is accessible via video
presentations on our website. You can
explore the material at a pace that takes
account of your busy schedule.
The themes respond to challenges that our
clients now face, such as planning for
unexpected events or dealing with additional
reporting requirements related to Covid-19
and climate change.
Model financial statements
Our model financial statements reflect best
practice we have seen. They are a resource
to assist in improving financial reporting.

On our website under good practice.
Link: Model Financial Statements

10
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Description

Where to find it

Tax matters
As the leading provider of audit services to
the public sector, we have an extensive
knowledge of sector tax issues. These
documents provide guidance and
information on selected tax matters.

On our website under good practice
Link: Tax Matters
Link: Reduction in deferred tax on buildings

Client substantiation file
When you are fully prepared for an audit, it
helps to minimise the disruption for your
staff and make sure that we can complete
the audit efficiently and effectively.

On our website under good practice.
Link: Client Substantiation File

We have put together a tool box called the
Client Substantiation File to help you
prepare the information you will need to
provide to us so we can complete the audit
work that needs to be done. This is
essentially a tool box to help you collate
documentation that the auditor will ask for.
Good practice
The OAG’s website has been updated to
make it easier to find good practice
guidance. This includes resources on:

•

audit committees;

•

conflicts of interest;

•

discouraging fraud;

•

good governance;

•

service performance reporting;

•

procurement;

•

sensitive expenditure; and

•

severance payments.

On the OAG’s website under good practice.
Link: Good practice
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Appendix 1: Status of previous recommendations
Open recommendations
Recommendation

First raised

Status

2019/20

The company has made progress toward
addressing this issue, with a new measure
included in the draft 2021/22 to 2023/24
SOI and that the Company met with
Research and Evaluation team in 2020/21
to discuss the types of questions to ask
and the best methods of capturing
information relating to the walkways and
café, which benefit the wider community.
However, due to other work pressures
appropriate measures were not able to be
developed in time for the 2021 annual
report.

Necessary
Performance reporting
We recommended that the Company
looks to how it can improve its
performance reporting to better show its
development and responsibilities as a
Public Benefit Entity.
We also recommended that the Company
involves us when updating its
performance framework and
performance measures so that we may
provide feedback before it is finalised.

Management comment
Seaview Marina will follow up on this
work with the Research and Evaluation
team in the second half on 2021/22 with
the aim of identifying further measures.

12
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Closed recommendations
Recommendation

First raised

Status

Legislative compliance

2017/18

Closed

We recommended that the Company
reviews its systems, policies and
procedures to ensure that it has an
appropriate legislative compliance system
in place ensure compliance with all
relevant legislative requirements.
Journals review
We recommended the Company engages
with the Hutt City Council finance team to
analyse and document the different types
of journals processed to understand the
risk of incorrect or inappropriate journals
being posted. An appropriate system of
evidenced independent review of manual
journals back to supporting
documentation should be implemented.

We noted that Company has identified all
relevant legislation and produced a
framework for staff to report to the Board
on a quarterly basis, beginning in June
2021.
2017/18

Closed – Board accepts the risk
Hutt City Council finance team have
reviewed and updated the journals review
process.
There are appropriately two staff involved
in every journal processed - an initiator of
the journal and a reviewer/approver of
the journal. However, the process
followed is that a detailed review of
journals below $10k back to supporting
evidence is not required.
We understand that while a detailed
review is not required for journals below
$10k, the journals are individually
reviewed for reasonableness and if there
are any concerns then the detailed
information is available for the reviewer
to check against.
There is an inherent risk with this
approach and as such we recommended
that the Board acknowledges this process
and documents that it accepts the risks
associated with not requiring a review of
journals below $10k back to supporting
documentation (given the size and nature
of the Company’s operations).
The Board have considered and formally
accepted the risk at the Board meeting
early in 2022.

13
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Appendix 2: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and
Auditor-General. We are responsible for expressing an independent
opinion on the financial statements and performance information
and reporting that opinion to you. This responsibility arises from
section 15 of the Public Audit Act 2001.
The audit of the financial statements does not relieve management
or the Company of their responsibilities.
Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the Company.

Auditing standards

We carried out our audit in accordance with the Auditor-General’s
Auditing Standards. The audit cannot and should not be relied upon
to detect all instances of misstatement, fraud, irregularity or
inefficiency that are immaterial to your financial statements. The
Board and management are responsible for implementing and
maintaining your systems of controls for detecting these matters.

Auditor independence

We are independent of the Company in accordance with the
independence requirements of the Auditor-General’s Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1: International Code of Ethics for
Assurance Practitioners, issued by New Zealand Auditing and
Assurance Standards Board.
Other than the audit, we have no relationship with, or interests in,
the Company.

Fees

The audit fee for the year is $15,956, as detailed in our Audit
Proposal Letter.
No other fees have been charged in this period.

Other relationships

We are not aware of any situations where a spouse or close relative
of a staff member involved in the audit occupies a position with the
Company that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the
Company during or since the end of the financial year.

14
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Report no: ARSC2022/1/7

External Audit Update - Urban Plus Limited
(Parent and Group)
Purpose of Report
1.

To provide an update on the information contained within the recent
management report issued by Audit NZ.

Recommendation
That the Subcommittee notes the progress achieved in addressing the audit
recommendations for the Urban Plus Limited group attached as Appendices 1, 2
and 3 to the report.
Background
2.

The primary purpose of the external audit is to complete checks that enable
Audit NZ to issue an audit opinion on Urban Plus Limited and Group (UPL)
performance results for the year end.

3.

UPL’s Annual Report for the year ended 30 June 2021 was approved and
adopted by the UPL Board on the 30 November 2021 and presented to
Council on 16 December 2021. Audit NZ issued an unmodified audit
opinion.
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4.

Summary:
Priority

5.

Priority
Urgent

Necessary

Beneficial

Total

Open

-

2

-

2

Implemented or
closed

1

4

-

5

Total

1

6

-

7

The table below provides an overview of the current open matters:

No
Audit NZ
recommendation
1

Sensitive expenditure
policy
We recommend that the
Company ensures that
the sensitive
expenditure policy is in
line with best practice,
to ensure adequate
procedures are in place
to address waste and
probity issues.
For the 2020/21 audit,
the OAG specifically
asked us to review all
entities sensitive
expenditure policies
against the latest OAG
good practice
guidelines and report
back on any areas
which are not aligned.

Year First
Raised by
Audit NZ

Officer update

2017/18

In progress
We reviewed the policy against the
latest OAG good practice guidelines.
We found the policy is in line with the
guidelines, apart from one area.
UPL Policy States: “Reasonable meal
costs, including non-alcoholic and a
maximum of two alcoholic drinks”.
This is not in line with OAG
guidelines as the expectation is
“Public organisations should not
allow for reimbursement of alcohol
purchases through travel or
accommodation expenses.”
While the Company does set a
guideline, this guideline does not
align with OAG good practice
guidelines.
Management comment
Work is underway to update the sensitive
expenditure policy following a review of
the existing policy against the latest OAG
guidelines. A new policy is expected to be
in place before the end of the 2021/22
financial year.
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2

Assessment of fair
values and impairment
for housing portfolio

2017/18

We recommend that the
Company prepares a
suitable impairment
assessment which
documents internal and
external factors that
might indicate
impairment, such as
changes in the market,
natural events, or
physical damage.

15 February 2022

To be followed up next year
As an independent valuation of the
Company’s land and buildings was
completed as at 30 June 2021, an
impairment assessment was not
needed.
We will follow up this matter next
year, noting that the Hutt region has
continued to experience strong growth
in the valuation of residential land
and building in the first half of the
2021/22 financial period.

Climate Change Impact and Considerations
6. There are no climate change impacts or considerations arising from this
report.
Legal Considerations
7. There are no legal considerations arising from this report.
Financial Considerations
8. The financial considerations are detailed in the Appendices 1, 2, and 3
attached to the report.
Appendices
No.

Title

Page

1⇩

UPL Report to the Board 2021

46

2⇩

UPL DL Report to the Board

62

3⇩

UPL LP Report to the Board

73

Author: Simon George
Senior Accountant

Reviewed By: Ben Wu
Financial Accounting Manager

Approved By: Jenny Livschitz
Group Chief Financial Officer
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Key messages
We have completed the audit for the year ended 30 June 2021. This report sets out our findings from
the audit and draws attention to areas where the Urban Plus Limited (the Company) is doing well and
where we have made recommendations for improvement.

Audit opinion
We issued an unmodified audit opinion on 30 November 2021. This means we are satisfied that the
financial statements and performance information fairly reflect the Company’s activities for the year
and its financial position at the end of the year.

Key matters
Inherent risk of management override of controls
We did not identify any instances of inappropriate management override of controls.
We performed audit procedures and testing to gain assurance over journal transactions as these
contain an inherent risk of management override of controls. Our detailed testing did not identify
any issues.
Group consideration
We considered the group accounting treatment, including tax transactions and disclosure, and
concluded that this was appropriate.
Land and buildings valuation
The Company completed a full revaluation exercise at 30 June 2021 and appropriately accounted for
the movement in fair value since the last valuation. We did not identify any issues to bring to your
attention.

Thank you
We would like to thank the Board and management for the assistance provided during the audit,
particularly given the challenges around auditing in a Covid-19 environment.

Andrew Clark
Appointed Auditor
3 February 2022
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Recommendations
Our recommendations for improvement and their priority are based on our
assessment of how far short current practice is from a standard that is
appropriate for the size, nature, and complexity of your business. We use the
following priority ratings for our recommendations.
Priority

Explanation

Urgent

Needs to be addressed urgently
These recommendations relate to a significant deficiency that
exposes the Company to significant risk or for any other reason
need to be addressed without delay.

Necessary

Address at the earliest reasonable opportunity, generally within
six months
These recommendations relate to deficiencies that need to be
addressed to meet expected standards of best practice. These
include any control weakness that could undermine the system of
internal control.

Beneficial

Address, generally within six to 12 months
These recommendations relate to areas where the Company is
falling short of best practice. In our view it is beneficial for
management to address these, provided the benefits outweigh
the costs.

1.1

New recommendations
There are no new recommendations.

1.2

Status of previous recommendations
Set out below is a summary of the action taken against previous recommendations.
Priority

Priority
Urgent

Necessary Beneficial

Total

Open

-

2

-

2

Implemented or closed

1

4

-

5

Total

1

6

-

7

Appendix 1 sets out the status of previous year’s recommendations in detail.
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2

Our audit report

2.1

We issued an unmodified audit report
We issued an unmodified audit report on 30 November 2021. This means we
were satisfied that the financial statements and statement of service
performance present fairly the Company’s activities for the year and its
financial position at the end of the year.

2.2

Uncorrected misstatements
The financial statements are free from material misstatements, including omissions. During
the audit, we have discussed with management any misstatements that we found, other
than those which were clearly trivial.
There was only one financial misstatement identified of $1.8m relating to a reclassification
of a property held for sale, and this was corrected by management.

2.3

Uncorrected disclosure deficiencies and performance reporting
The financial statements are free from material disclosure misstatements, including
omissions. During the audit, we discussed with management any disclosure improvements
that we found.
We identified some disclosure deficiencies and performance reporting improvements, and
discussed these during the course of the audit. All our comments were appropriately
addressed in the final annual report.

2.4

Quality and timeliness of information provided for audit
Management needs to provide information for audit relating to the annual
report of the Company. This includes the draft annual report with supporting
working papers. We provided a listing of the final information we required to
management on 18 October 2021. This included the dates we required the
information to be provided to us.
We received good assistance throughout the audit. The initial draft annual report and
supporting information was of a good quality.

5
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Matters raised in the Audit Plan
In our Audit Plan for the Company, we identified the following matters as the
main audit risks and issues:

Audit risk/issue

Outcome

Risk of fraud due to management override of controls
There is an inherent risk of fraud in every
organisation resulting from management
override of controls. Management is in a
unique position to perpetrate fraud because
of management’s ability to manipulate
accounting records and prepare fraudulent
financial statements by overriding controls
that otherwise appear to be operating
effectively.

We performed specific audit procedures to
respond to the risk of fraud due to
management override of controls, this
included:

Due to the unpredictable way in which such
override could occur, auditing standards
require us to consider the risk of material
misstatement due to fraud as a significant
risk.

•

Reviewing material accounting
estimates for indications of bias.

•

Testing the appropriateness of selected
journal entries.

•

Reviewing any significant transactions
that were outside the normal course of
business, or that otherwise appeared to
be unusual given our understanding of
the entity and its environment and
other information obtained during the
audit, we evaluated whether the
business rationale (or the lack thereof)
of the transactions suggested that they
had been entered into to engage in
fraudulent financial or non-financial
reporting or to conceal
misappropriation of assets.

We have not identified any significant issues
to bring to your attention.
Group consideration
The establishment of the Company’s
subsidiaries has significantly increased in the
amount of activity being undertaken within
the group. It has also increased the
complexity of tax arrangements.

There have been no changes to the group
structure this year.
The group is intending to utilise the last of the
tax losses from Seaview Marina Limited to
offset the tax liability in relation to surpluses
made by the Group.
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Audit risk/issue

Outcome

It is important that the Company ensures it is
taking appropriate advice on the tax
treatment of the transactions within the
group, and considers the consolidation of the
for-profit subsidiary into the Company’s
public benefit entity group financial
statements.

We consider the accounting treatment of the
group transactions, including the tax
treatment and disclosure, to be appropriate.
We have no significant issues to raise.

Valuation of land and buildings
The Company revalue its land and buildings.
We performed the following audit
PBE IPSAS 17, Property, Plant and Equipment, procedures:
requires that valuations are carried out with
•
Reviewed the processes employed by
sufficient regularity to ensure that the
the Company to ensure that the items
carrying amount does not differ materially
revalued are complete.
from fair value.
•
Discussed the revaluation with
The Company’s land and buildings were
Management including their review
subject to a revaluation exercise as at 30 June
process of the revaluation performs
2020, and we are aware that a valuation
and how they have addressed any
exercise was again completed as at 30 June
concerns with the reported valuation.
2021.
•
Met with and obtained an assurance
letter from the valuer.

•

Assessed the valuation process,
including the competence and
experience of the person completing
the valuation.

•

Reviewed the valuation report to assess
whether the requirements of PBE IPSAS
17 Property, Plant and Equipment
(including the appropriateness of the
valuation basis) have been met.

•

Ensured changes to values and
depreciation charges have been
appropriately accounted for.

•

Assessed the presentation and
disclosure of information related to the
valuation in the financial statements.

We have no significant issues to raise.
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Public sector audit
The Company is accountable to Parliament and to the public for its use of
public resources. Everyone who pays taxes or rates has a right to know that
the money is being spent wisely and in the way the Company said it would be
spent.
As such, public sector audits have a broader scope than private sector audits. As part of our
audit, we have considered if the Company has fairly reflected the results of its activities in
its financial statements and performance information.
We also consider if there is any indication of issues relevant to the audit with:
•

compliance with its statutory obligations that are relevant to the annual report;

•

the Company carrying out its activities effectively and efficiently;

•

the Company incurring waste as a result of any act or failure to act by a public
entity;

•

any sign or appearance of a lack of probity as a result of any act or omission,
either by the Company or by one or more of its members, office holders, or
employees; and

•

any sign or appearance of a lack of financial prudence as a result of any act or
omission by a public entity or by one or more of its members, office holders, or
employees.

There are no matters arising that we wish to bring to your attention.
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Group audit
The group comprises:
•

Urban Plus Limited

•

UPL Developments Limited

•

UPL Limited Partnership

We have not identified any of the following during our audit for the year ended 30 June
2021:
•

Instances where our review of the work of component auditors gave rise to a
concern about the quality of that auditor’s work.

•

Limitations on the group audit.

•

Fraud or suspected fraud involving group management, component management,
employees with significant roles in group-wide controls, or others where the fraud
resulted in a material misstatement of the group financial statements.

We have issued separate Reports to the Board of the findings of each entity’s audit.
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Useful publications
Based on our knowledge of the Company, we have included some
publications that the Board and management may find useful.

Description

Where to find it

Covid-19 Impact on Public Sector Reporting
The state of emergency in response to the
Covid-19 coronavirus has significantly
impacted most public sector entities. The
consequences for the completion of annual
reports and the annual financial statements
are one part of this impact.

On our website under good practice.
Link: Covid-19 bulletins

Client updates
As part of our response to the Covid-19
situation, we developed online client
updates to replace the in-person sessions
that were cancelled.

On our website under publications and
resources.
Link: Client updates

This year’s material is accessible via video
presentations on our website. You can
explore the material at a pace that takes
account of your busy schedule.
The themes respond to challenges that our
clients now face, such as planning for
unexpected events or dealing with additional
reporting requirements related to Covid-19
and climate change.
Model financial statements
Our model financial statements reflect best
practice we have seen. They are a resource
to assist in improving financial reporting.

On our website under good practice.
Link: Model Financial Statements

Tax matters
As the leading provider of audit services to
the public sector, we have an extensive
knowledge of sector tax issues. These
documents provide guidance and
information on selected tax matters.

On our website under good practice
Link: Tax Matters
Link: Reduction in deferred tax on buildings
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Description

Where to find it

Client substantiation file
When you are fully prepared for an audit, it
helps to minimise the disruption for your
staff and make sure that we can complete
the audit efficiently and effectively.

On our website under good practice.
Link: Client Substantiation File

We have put together a tool box called the
Client Substantiation File to help you
prepare the information you will need to
provide to us so we can complete the audit
work that needs to be done. This is
essentially a tool box to help you collate
documentation that the auditor will ask for.
Good practice
The OAG’s website has been updated to
make it easier to find good practice
guidance. This includes resources on:

•

audit committees;

•

conflicts of interest;

•

discouraging fraud;

•

good governance;

•

service performance reporting;

•

procurement;

•

sensitive expenditure; and

•

severance payments.

On the OAG’s website under good practice.
Link: Good practice
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Appendix 1: Status of previous recommendations
Open recommendations
Recommendation

First raised

Status

2017/18

In progress

Necessary
Sensitive expenditure policy
We recommend that the Company ensures
that the sensitive expenditure policy is in
line with best practice, to ensure adequate
procedures are in place to address waste
and probity issues.

We reviewed the policy against the
latest OAG good practice guidelines.
We found the policy is in line with the
guidelines, apart from one area.
UPL Policy States: “Reasonable meal
costs, including non-alcoholic and a
maximum of two alcoholic drinks”.

For the 2020/21 audit, the OAG specifically
asked us to review all entities sensitive
expenditure policies against the latest OAG
good practice guidelines and report back on
any areas which are not aligned.

This is not in line with OAG guidelines
as the expectation is “Public
organisations should not allow for
reimbursement of alcohol purchases
through travel or accommodation
expenses.”
While the Company does set a
guideline, this guideline does not align
with OAG good practice guidelines.

Management comment
Work is underway to update the
sensitive expenditure policy following
a review of the existing policy against
the latest OAG guidelines. A new
policy is expected to be in place
before the end of the 2021/22
financial year.
Assessment of fair values and impairment
for housing portfolio
We recommend that the Company prepares
a suitable impairment assessment which
documents internal and external factors
that might indicate impairment, such as
changes in the market, natural events, or
physical damage.

2017/18

To be followed up next year
As an independent valuation of the
Company’s land and buildings was
completed as at 30 June 2021, an
impairment assessment was not
needed.
We will follow-up this matter next
year, noting that the Hutt region has
continued to experience strong
growth in the valuation of residential
land and building in the first half of
the 2021/22 financial period.
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Implemented or closed recommendations
Recommendation

First raised

Status

2019/20

Implemented, and no issues were
identified during the 2020/21 audit.

2017/18

Implemented

2019/20

Implemented

2017/18

Implemented

2017/18

Closed – Board accepts the risk

Urgent
Accounting for GST on sales of
commercial developments
We recommended that the Company
completes a review of how the GST
component of sales is accounted for
ensures that subsequent sales are
accounted for in accordance with
GAAP.
Necessary
Legislative compliance
We recommended that the Company
reviews its systems, policies and
procedures to ensure that it has an
appropriate legislative compliance
system in place to ensure compliance
with all relevant legislative
requirements. There should be a level
of positive confirmation of compliance
with relevant legislative requirements.
Contract not signed
We recommended that management
should ensure that all lease
agreements are signed before or on
the date the agreement takes effect.
Conflicts of interest
We recommended that the Company
develops its conflicts of interest
disclosure to include management and
key employees.
Journals review
We recommended the Company
engages with the Hutt City Council
finance team to analyse and
document the different types of
journals processed to understand the
risk of incorrect or inappropriate
journals being posted. An appropriate
system of evidenced independent
review of manual journals back to

Hutt City Council finance team have
reviewed and updated the journals review
process.
There are appropriately two staff involved
in every journal processed - an initiator of
the journal and a reviewer/approver of the
journal. However, the process followed is
that a detailed review of journals below
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First raised

Status
$10k back to supporting evidence is not
required.
We understand that while a detailed review
is not required for journals below $10k, the
journals are individually reviewed for
reasonableness and if there are any
concerns then the detailed information is
available for the reviewer to check against.
There is an inherent risk with this approach
and as such we recommend that the Board
acknowledges this process and documents
that it accepts the risks associated with not
requiring a review of journals below $10k
back to supporting documentation (given
the size and nature of the Company’s
operations).
The Board has considered and accepted the
risk at the Board meeting early in 2022.
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Appendix 2: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and
Auditor-General. We are responsible for expressing an independent
opinion on the financial statements and performance information and
reporting that opinion to you. This responsibility arises from section
15 of the Public Audit Act 2001.
The audit of the financial statements does not relieve management or
the Board of their responsibilities.
Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the Board.

Auditing standards

We carried out our audit in accordance with the Auditor-General’s
Auditing Standards. The audit cannot and should not be relied upon to
detect instances of misstatement, fraud, irregularity or inefficiency
that are immaterial to your financial statements. The Board and
management are responsible for implementing and maintaining your
systems of controls for detecting these matters.

Auditor independence

We are independent of the Company in accordance with the
independence requirements of the Auditor-General’s Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1 (Revised): Code of Ethics for
Assurance Practitioners, issued by New Zealand Auditing and
Assurance Standards Board.
Other than the audit, we have no relationship with, or interests in, the
Company.

Fees

The audit fee for the year is $47,688, as detailed in our Audit Proposal
Letter.
No other fees have been charged in this period.

Other relationships

We are not aware of any situations where a spouse or close relative of
a staff member involved in the audit occupies a position with the
Company that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the
Company during or since the end of the financial year.
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PO Box 99
Wellington 6140
www.auditnz.parliament.nz
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Key messages
We have completed the audit for the year ended 30 June 2021. This report sets out our findings from
the audit and draws attention to areas where the UPL Developments Limited (the Company) is doing
well and where we have made recommendations for improvement.

Audit opinion
We issued an unmodified audit opinion on 30 November 2021.

Matters identified during the audit
There are no new matters that we wish to bring to your attention. We were able to gain adequate
assurance in respect of the focus areas that we identified at the start of, and during, the audit.
The financial statements and performance information are free from material misstatements,
including omissions. During the audit, we discussed with management any misstatements that we
found, other than those which were clearly trivial, and these were adjusted.

Thank you
We would like to thank the Board and management for the assistance provided during the audit,
particularly given the challenges around auditing in a Covid-19 environment.

Andrew Clark
Appointed Auditor
3 February 2022
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Recommendations
Our recommendations for improvement and their priority are based on our
assessment of how far short current practice is from a standard that is
appropriate for the size, nature, and complexity of your business.

1.1

New recommendations
We have not identified any new recommendations.

1.2

Status of previous recommendations
Set out below is a summary of the action taken against previous recommendations.
Priority

Priority
Urgent

Necessary Beneficial

Total

Open

-

-

-

-

Implemented or closed

-

2

-

2

Total

-

2

-

2

Appendix 1 sets out the status of previous year’s recommendations in detail.
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2

Our audit report

2.1

We issued an unmodified audit report
We issued an unmodified audit report on 30 November 2021. This means we
were satisfied that the financial statements and statement of service
performance present fairly the Company’s activities for the year and its
financial position at the end of the year.

2.2

Uncorrected misstatements
The financial statements are free from material misstatements, including omissions. During
the audit, we have discussed with management any misstatements that we found, other
than those which were clearly trivial.
All misstatements identified during the audit have been corrected.

2.3

Quality and timeliness of information provided for audit
Management needs to provide information for audit relating to the annual
report of the Commission. This includes the draft annual report with
supporting working papers. We provided a final listing of information we
required to management on 18 October 2021. This included the dates we
required the information to be provided to us.
We received good assistance throughout the audit. The initial draft annual report and
supporting information was of a good quality, with only minor amendments required.
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Matters raised in the Audit Plan
In our Audit Plan for the Company, we identified the following matter as the
main audit risks and issues:

Audit risk/issue

Outcome

Risk of fraud due to management override of controls
There is an inherent risk of fraud in every
organisation resulting from management
override of controls. Management is in a
unique position to perpetrate fraud because
of management’s ability to manipulate
accounting records and prepare fraudulent
financial statements by overriding controls
that otherwise appear to be operating
effectively.

We performed specific audit procedures to
respond to the risk of fraud due to
management override of controls, this
included:

•

Reviewing material accounting
estimates for indications of bias.

•

Reviewing any significant transactions
that were outside the normal course
of business, or that otherwise
appeared to be unusual given our
understanding of the entity and its
environment and other information
obtained during the audit, we
evaluated whether the business
rationale (or the lack thereof) of the
transactions suggested that they had
been entered into to engage in
fraudulent financial or non-financial
reporting or to conceal
misappropriation of assets.

•

Testing the appropriateness of
selected journal entries.

Due to the unpredictable way in which such
override could occur, auditing standards
require us to consider the risk of material
misstatement due to fraud as a significant
risk.

We have not identified any significant issues
to bring to your attention.
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Public sector audit
The Company is accountable to Parliament and to the public for its use of
public resources. Everyone who pays taxes or rates has a right to know that
the money is being spent wisely and in the way the Company said it would be
spent.
As such, public sector audits have a broader scope than private sector audits. As part of our
audit, we have considered if the Company has fairly reflected the results of its activities in
its financial statements and performance information.
We also consider if there is any indication of issues relevant to the audit with:
•

compliance with its statutory obligations that are relevant to the annual report;

•

the Company carrying out its activities effectively and efficiently;

•

the Company incurring waste as a result of any act or failure to act by a public
entity;

•

any sign or appearance of a lack of probity as a result of any act or omission,
either by the Company or by one or more of its members, office holders, or
employees; and

•

any sign or appearance of a lack of financial prudence as a result of any act or
omission by a public entity or by one or more of its members, office holders, or
employees.

There are no matters arising that we wish to bring to your attention.
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Appendix 1: Status of previous recommendations
Implemented recommendations
Recommendation

First raised

Status

2017/18

Implemented

2017/18

Closed – Board accepts the risk

Necessary
Legislative compliance
We recommended that the Company
reviews its systems, policies and procedures
to ensure that it has an appropriate
legislative compliance system in place
ensure compliance with all relevant
legislative requirements, including in its
governance role for the limited partnership.
Journals review
We recommended the Company engages
with the Hutt City Council finance team to
analyse and document the different types of
journals processed to understand the risk of
incorrect or inappropriate journals being
posted. An appropriate system of evidenced
independent review of manual journals back
to supporting documentation should be
implemented.

Hutt City Council finance team have
reviewed and updated the journals
review process.
There are appropriately two staff
involved in every journal
processed - an initiator of the journal
and a reviewer/approver of the
journal. However, the process
followed is that a detailed review of
journals below $10k back to
supporting evidence is not required.
We understand that while a detailed
review is not required for journals
below $10k, the journals are
individually reviewed for
reasonableness and if there are any
concerns then the detailed
information is available for the
reviewer to check against.
There is an inherent risk with this
approach and as such we
recommended that the Board
acknowledges this process and
documents that it accepts the risks
associated with not requiring a
review of journals below $10k back to

8

DEM15-4-4 - 22/116 - External Audit Update - Urban Plus Limited (Parent and Group)

Page 69

Attachment 2

Recommendation

UPL DL Report to the Board

First raised

Status

Necessary
supporting documentation (given the
size and nature of the Company’s
operations).
The Board has considered and
accepted the risk at the Board
meeting early in 2022.
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Appendix 2: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and
Auditor-General. We are responsible for expressing an independent
opinion on the financial statements and performance information and
reporting that opinion to you. This responsibility arises from section
15 of the Public Audit Act 2001.
The audit of the financial statements does not relieve management or
the Board of their responsibilities.
Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the Board.

Auditing standards

We carried out our audit in accordance with the Auditor-General’s
Auditing Standards. The audit cannot and should not be relied upon to
detect instances of misstatement, fraud, irregularity or inefficiency
that are immaterial to your financial statements. The Board and
management are responsible for implementing and maintaining your
systems of controls for detecting these matters.

Auditor independence

We are independent of the Company in accordance with the
independence requirements of the Auditor-General’s Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1 (Revised): Code of Ethics for
Assurance Practitioners, issued by New Zealand Auditing and
Assurance Standards Board.
Other than the audit, we have no relationship with, or interests in, the
Company.

Fees

The audit fee for the year is $5,507, as detailed in our Audit Proposal
Letter.
No other fees have been charged in this period.

Other relationships

We are not aware of any situations where a spouse or close relative of
a staff member involved in the audit occupies a position with the
Company that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the
Company during or since the end of the financial year.
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Key messages
We have completed the audit for the year ended 30 June 2021. This report sets out our findings from
the audit and draws attention to areas where the UPL Limited Partnership (the Limited Partnership)
is doing well and where we have made recommendations for improvement.

Audit opinion
We issued an unmodified audit opinion on 30 November 2021. This means we are satisfied that the
financial statements and performance information fairly reflect the Limited Partnership’s activities
for the year and its financial position at the end of the year.

Key matters
Inherent risk of management override of controls
We did not identify any instances of inappropriate management override of controls.
We performed audit procedures and testing to gain assurance over journal transactions as these
contain an inherent risk of management override of controls. Our detailed testing did not identify
any issues.
Revenue recognition and accounting treatment for property developments
We considered the accounting treatment relating to the various property developments and found
that these transactions and the related balances were accounted for appropriately.

Thank you
We would like to thank the Board and management for the assistance provided during the audit,
particularly given the challenges around auditing in a Covid-19 environment.

Andrew Clark
Appointed Auditor
3 February 2022
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Recommendations
Our recommendations for improvement and their priority are based on our
assessment of how far short current practice is from a standard that is
appropriate for the size, nature, and complexity of your business. We use the
following priority ratings for our recommendations.
Priority

Explanation

Urgent

Needs to be addressed urgently
These recommendations relate to a significant deficiency that
exposes the Limited Partnership to significant risk or for any other
reason need to be addressed without delay.

Necessary

Address at the earliest reasonable opportunity, generally within
six months
These recommendations relate to deficiencies that need to be
addressed to meet expected standards of best practice. These
include any control weakness that could undermine the system of
internal control.

Beneficial

Address, generally within six to 12 months
These recommendations relate to areas where the Limited
Partnership is falling short of best practice. In our view it is
beneficial for management to address these, provided the
benefits outweigh the costs.

1.1

New recommendations
There are no new recommendations.

1.2

Status of previous recommendations
Set out below is a summary of the action taken against previous recommendations.
Priority

Priority
Urgent

Necessary Beneficial

Total

Open

-

-

-

-

Implemented or closed

1

2

-

3

Total

1

2

-

3

Appendix 1 sets out the status of previous year’s recommendations in detail.

4

DEM15-4-4 - 22/116 - External Audit Update - Urban Plus Limited (Parent and Group)

Page 76

Attachment 3

UPL LP Report to the Board

2

Our audit report

2.1

We issued an unmodified audit report
We issued an unmodified audit report on 30 November 2021. This means we
were satisfied that the financial statements and statement of service
performance present fairly the Limited Partnership’s activities for the year
and its financial position at the end of the year.

2.2

Uncorrected misstatements
The financial statements are free from material misstatements, including omissions.
There were no significant financial misstatements identified during the audit.

2.3

Uncorrected disclosure deficiencies and performance reporting
The financial statements are free from material disclosure misstatements, including
omissions. During the audit, we discussed with management any disclosure improvements
that we found.
We identified some disclosure deficiencies and performance reporting improvements, and
discussed these during the course of the audit. All our comments were appropriately
addressed in the final annual report.

2.4

Quality and timeliness of information provided for audit
Management needs to provide information for audit relating to the annual
report of the Limited Partnership. This includes the draft annual report with
supporting working papers. We provided a listing of information we required
to management on 18 October 2021. This included the dates we required the
information to be provided to us.
We received good assistance throughout the audit. The initial draft annual report and
supporting information was of a good quality.

5
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Matters raised in the Audit Plan
In our Audit Plan for the Limited Partnership, we identified the following
matters as the main audit risks and issues:

Audit risk/issue

Outcome

Risk of fraud due to management override of controls
There is an inherent risk of fraud in every
organisation resulting from management
override of controls. Management is in a
unique position to perpetrate fraud because
of management’s ability to manipulate
accounting records and prepare fraudulent
financial statements by overriding controls
that otherwise appear to be operating
effectively.

We performed specific audit procedures to
respond to the risk of fraud due to
management override of controls, this
included:

Due to the unpredictable way in which such
override could occur, auditing standards
require us to consider the risk of material
misstatement due to fraud as a significant
risk.

•

Reviewing material accounting
estimates for indications of bias.

•

Testing the appropriateness of
selected journal entries.

•

Reviewing any significant transactions
that were outside the normal course
of business, or that otherwise
appeared to be unusual given our
understanding of the entity and its
environment and other information
obtained during the audit, we
evaluated whether the business
rationale (or the lack thereof) of the
transactions suggested that they had
been entered into to engage in
fraudulent financial or non-financial
reporting or to conceal
misappropriation of assets.

We have not identified any significant issues
to bring to your attention.
Revenue recognition and accounting treatment for property developments
The Limited Partnership continues to be
involved in a number of property
developments at various stages of
development.
The Limited Partnership needs to ensure that
the accounting treatment relating to these
developments is appropriate.

We considered the appropriateness of the
accounting treatment relating to the
property developments.
This reviewed the Limited Partnership’s
record keeping, and confirmed the
appropriateness of revenue recognition and

6
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Audit risk/issue

Outcome

Property development assets are classified as associated expenditure, and the valuation of
inventory and accounted for under NZ IAS 2
inventory as at 30 June 2021.
and as such are valued at the lower of cost or
There were no significant issues noted during
net realisable value.
the audit.
The Limited Partnership needs to complete
an assessment of the valuation of all held
inventory as at 30 June each year.

7
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Public sector audit
The Limited Partnership is accountable to Parliament and to the public for its
use of public resources. Everyone who pays taxes or rates has a right to know
that the money is being spent wisely and in the way the Limited Partnership
said it would be spent.
As such, public sector audits have a broader scope than private sector audits. As part of our
audit, we have considered if the Limited Partnership has fairly reflected the results of its
activities in its financial statements and performance information.
We also consider if there is any indication of issues relevant to the audit with:
•

compliance with its statutory obligations that are relevant to the annual report;

•

the Limited Partnership carrying out its activities effectively and efficiently;

•

the Limited Partnership incurring waste as a result of any act or failure to act by a
public entity;

•

any sign or appearance of a lack of probity as a result of any act or omission,
either by the Limited Partnership or by one or more of its members, office
holders, or employees; and

•

any sign or appearance of a lack of financial prudence as a result of any act or
omission by a public entity or by one or more of its members, office holders, or
employees.

There are no matters arising that we wish to bring to your attention.

8
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Useful publications
Based on our knowledge of the Limited Partnership, we have included some
publications that the Board and management may find useful.

Description

Where to find it

Covid-19 Impact on Public Sector Reporting
The state of emergency in response to the
Covid-19 coronavirus has significantly
impacted most public sector entities. The
consequences for the completion of annual
reports and the annual financial statements
are one part of this impact.

On our website under good practice.
Link: COVID-19 bulletins

Client updates
As part of our response to the Covid-19
situation, we developed online client
updates to replace the in-person sessions
that were cancelled.

On our website under publications and
resources.
Link: Client updates

This year’s material is accessible via video
presentations on our website. You can
explore the material at a pace that takes
account of your busy schedule.
The themes respond to challenges that our
clients now face, such as planning for
unexpected events or dealing with additional
reporting requirements related to Covid-19
and climate change.
Model financial statements
Our model financial statements reflect best
practice we have seen. They are a resource
to assist in improving financial reporting.

Link: Model Financial Statements

9
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Description

Where to find it

Client substantiation file
When you are fully prepared for an audit, it
helps to minimise the disruption for your
staff and make sure that we can complete
the audit efficiently and effectively.

On our website under good practice.
Link: Client Substantiation File

We have put together a tool box called the
Client Substantiation File to help you
prepare the information you will need to
provide to us so we can complete the audit
work that needs to be done. This is
essentially a tool box to help you collate
documentation that the auditor will ask for.
Good practice
The OAG’s website has been updated to
make it easier to find good practice
guidance. This includes resources on:

•

audit committees;

•

conflicts of interest;

•

discouraging fraud;

•

good governance;

•

service performance reporting;

•

procurement;

•

sensitive expenditure; and

•

severance payments.

On the OAG’s website under good practice.
Link: Good practice

10
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Appendix 1: Status of previous recommendations
Implemented or closed recommendations
Recommendation

First raised

Status

2019/20

Implemented, and no issues were
identified during the 2020/21 audit.

2017/18

Implemented

2017/18

Closed – Board accepts the risk

Urgent
Accounting for GST on sales of
commercial developments
We recommended that the Limited
Partnership completes a review of
how the GST component of sales is
accounted for ensures that
subsequent sales are accounted for in
accordance with GAAP.
Legislative compliance
We recommended that the Limited
Partnership reviews its systems,
policies and procedures to ensure that
it has an appropriate legislative
compliance system in place ensure
compliance with all relevant legislative
requirements.
Journals review
We recommended the Limited
Partnership engages with the Hutt City
Council finance team to analyse and
document the different types of
journals processed to understand the
risk of incorrect or inappropriate
journals being posted. An appropriate
system of evidenced independent
review of manual journals back to
supporting documentation should be
implemented.

Hutt City Council finance team have
reviewed and updated the journals review
process.
There are appropriately two staff involved
in every journal processed - an initiator of
the journal and a reviewer/approver of the
journal. However, the process followed is
that a detailed review of journals below
$10k back to supporting evidence is not
required.
We understand that while a detailed review
is not required for journals below $10k, the
journals are individually reviewed for
reasonableness and if there are any
concerns then the detailed information is
available for the reviewer to check against.
There is an inherent risk with this approach
and as such we recommend that the Board

11
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First raised

Status
acknowledges this process and documents
that it accepts the risks associated with not
requiring a review of journals below $10k
back to supporting documentation (given
the size and nature of the Limited
Partnership’s operations).
The Board has considered and accepted the
risk at the Board meeting early in 2022.

12
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Appendix 2: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and
Auditor-General. We are responsible for expressing an independent
opinion on the financial statements and performance information and
reporting that opinion to you. This responsibility arises from section
15 of the Public Audit Act 2001.
The audit of the financial statements does not relieve management or
the Board of their responsibilities.
Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the Board.

Auditing standards

We carried out our audit in accordance with the Auditor-General’s
Auditing Standards. The audit cannot and should not be relied upon to
detect instances of misstatement, fraud, irregularity or inefficiency
that are immaterial to your financial statements. The Board and
management are responsible for implementing and maintaining your
systems of controls for detecting these matters.

Auditor independence

We are independent of the Limited Partnership in accordance with
the independence requirements of the Auditor-General’s Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1 (Revised): Code of Ethics for
Assurance Practitioners, issued by New Zealand Auditing and
Assurance Standards Board.
Other than the audit, we have no relationship with, or interests in, the
Limited Partnership.

Fees

The audit fee for the year is $27,160, as detailed in our Audit Proposal
Letter.
No other fees have been charged in this period.

Other relationships

We are not aware of any situations where a spouse or close relative of
a staff member involved in the audit occupies a position with the
Limited Partnership that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the Limited
Partnership during or since the end of the financial year.

13

DEM15-4-4 - 22/116 - External Audit Update - Urban Plus Limited (Parent and Group)

Page 85

Attachment 3

UPL LP Report to the Board

PO Box 99
Wellington 6140
www.auditnz.parliament.nz
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Audit and Risk Subcommittee
31 January 2022

File: (22/115)

Report no: ARSC2022/1/8

External audit update - Hutt City Council
Purpose of Report
1.

To provide an update on the Audit NZ management report on the audit for
the Group Annual Report 2020/21.

2.

The Audit New Zealand Audit Director will attend the Subcommittee
meeting.

Recommendation
That the Subcommittee notes Audit New Zealand’s management report on the
audit of the Hutt City Council Group Annual Report 2020/21, attached as
Appendix 1 to the report.
Background
3.

The Audit NZ interim management report for the year ended 30 June 2021
was reported to the Audit and Risk Subcommittee (ARSC) on the 9
September 2021. The interim audit focused on reviewing the Council’s
control environment and testing the council’s systems and controls. No new
audit recommendations were raised through this interim audit process.

4.

The ARSC reviewed and endorsed the draft Annual Report 2020/21 on 11
November 2021. This was ahead of the draft Annual Report being further
reviewed by the Policy, Finance and Strategy Committee (PFSC) and then
the Council. The inclusion of the Audit and Risk Subcommittee in this
governance review process was a change from previous practice. Officers
intend to continue this improved process in the future.

5.

Both the ARSC and PFSC endorsements of the Group Annual Report were
subject to satisfactory completion of any audit adjustments and receipt of
final audit clearance from Audit NZ.

6.

The Group Annual Report 2020/21 was successfully approved by Council on
the 21 December 2021 and the audit opinion issued. This was ahead of the
statutory deadline of 31 December 2021.
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7.

The audit opinions for both the full detailed Group Annual Report and the
Summary Annual Report were issued on the 21 December 2021. This was an
improvement from previous practice where the Summary Annual Report
was delayed for about a month after the issuance of the audit opinion of the
full detailed Annual Report.

8.

Whilst an unmodified audit opinion was issued by Audit NZ on the financial
statements, there was a qualified opinion issued on performance measures
relating to Council’s water activities. This was due to issues identified with
the Wellington Water Ltd underlying systems and information. The other
shareholding councils of Wellington Water that were impacted by these
issues also received similar modified audit opinions.

9.

The audit opinion also included an emphasis of matter in relation to the
Government’s Three Waters Reform programme announcements.

Audit NZ management report on the Group Annual Report 2020/21
10. The final Audit NZ management report for the Group Annual Report
2020/21 was received 31 January 2022 and is attached as Appendix 1 to the
report. Included in this report is detail about the audit findings, together
with audit recommendations. Management comments have also been
included in the report where relevant.
11. Over the last three years there has been really good progress achieved
closing out long-standing audit recommendations. These have been reported
to the Audit and Risk Subcommittee previously and have included for
example, the implementation of a Financial Delegations Policy and
improvements to creditor and payroll masterfile changes. There were a
further three audit recommendations closed through this most recent audit:
-

Approval of the Chief Executive’s and Mayor’s expenditure;

-

Network and payroll password settings can be improved; and

-

High level of manual adjustments in reporting “number of new
dwellings”.
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12. A summary of the latest open audit findings are presented in table 1 that
follows.
Table 1: Summary of audit recommendations after final audit
Improvement
recommendation
by category

Commentary

Number

In progress to be
implemented/
resolved

1

IT Disaster recovery plans require testing.

Limited progress in
addressing

2

Wellington Water performance reporting issues
in relation to the following performance
measures: (1) Maintenance of the reticulation
network – water supply (water loss). (2) Total
number of complaints received -Water supply,
wastewater and stormwater.
A further related issue about the number of
complaints recorded, is related specifically to the
Hutt City Council processes.

New
recommendations

2

(1)

Segregation of duties within FMIS.

(2)

Annual review of network rights not
performed.

Both of these items are expected to be closed
during 2022 within work programs planned.
Total

5

13. External specialist advice was sought where deemed necessary in preparing
the financial statements for the year ended 30 June 2021. Advice was sought
in the wind-up of the Hutt City Community Facilities Trust and the Holidays
Act Compliance and Remediation Liability provision. The audits of these
areas were completed successfully and there are no audit issues raised.
Climate Change Impact and Considerations
14. The matters addressed in this report have been considered in accordance
with the process set out in Council’s Climate Change Considerations Guide.
There are no climate change impacts or considerations arising from this
report.
Legal Considerations
15. There are no legal considerations arising from this report.
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Financial Considerations
16. The financial considerations are detailed in this report in the relevant areas.
Appendices
No.

Title

1⇩

Audit New Zealand Management Report for the year ended 30
June 2021

Page
91

Author: Darrin Newth
Financial Accounting Manager

Author: Ben Wu
Financial Accounting Manager

Approved By: Jenny Livschitz
Group Chief Financial Officer
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Report to the Council
on the audit of
Hutt City Council
For the year ended 30 June 2021

HCC _ Report to Governors - Final.docx
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Key messages
We have completed the audit of the Hutt City Council’s (the City Council’s) annual report and
summary annual report for the year ended 30 June 2021. This report sets out our findings from the
audit and draws attention to areas where the City Council is doing well and where we have made
recommendations for improvement.

Audit opinion
We issued a modified non-standard audit opinion.
Our audit report included the following:
•

An unmodified audit opinion was issued on the audited information, excluding the
statement of service provision, which means we were satisfied that the financial
statements present fairly, in all material respects, the City Council’s activity for the year and
its financial position at the end of the year.

•

A qualified opinion on the statement of service performance provision as there continued
to be issues with certain water related performance measures.

•

An emphasis of matter drawing the reader’s attention to the disclosures about the
potential impact of the Government’s three waters reform.

Key matters
We comment on the following key matters in this report:
•

Performance reporting (results provided by Wellington Water) – there has been an
improvement from the previous year, but Wellington Water was still unable to provide
reliable data for two of the City Council’s performance measures, which resulted in a
modified opinion.

•

Valuation of property, plant and equipment - we performed audit procedures to gain
assurance over the City Council’s calculations and fair value movements. We agree with the
City Council’s assessment that the carrying value of these assets do not materially differ
from their fair values and a full valuation of these assets was not required.

•

Impairment assessment for property, plant and equipment - we agree with the City
Council’s final impairment assessment and did not identify any significant matters to bring
to your attention.

•

Risk of management override of internal controls – we did not identify any issues that
indicated management override.

Given the ongoing challenges due to the Covid-19 pandemic, we considered the impact on the City
Council and the disclosures included in the annual report. We are satisfied that the City Council has
included appropriate disclosures about the various impacts of the pandemic on the annual report.

3
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Thank you
We would like to thank the Council, management and staff for their assistance during the audit.
Last year was an extremely busy and challenging year for everyone, and we acknowledge and
appreciate the constructive manner in which everyone has continued to work with us throughout the
year.

Andrew Clark
1 February 2022
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Recommendations
Our recommendations for improvement and their priority are based on our
assessment of how far short current practice is from a standard that is
appropriate for the size, nature, and complexity of your business. We use the
following priority ratings for our recommended improvements.
Priority

Explanation

Urgent

Needs to be addressed urgently
These recommendations relate to a significant deficiency that
exposes the City Council to significant risk or for any other reason
need to be addressed without delay.

Necessary

Address at the earliest reasonable opportunity, generally within
six months
These recommendations relate to deficiencies that need to be
addressed to meet expected standards of best practice. These
include any control weakness that could undermine the system
of internal control.

Beneficial

Address, generally within six to 12 months
These recommendations relate to areas where the City Council is
falling short of best practice. In our view it is beneficial for
management to address these, provided the benefits outweigh
the costs.

1.1

New recommendations
The following table summarises our recommendations and their priority.
Recommendation
Segregation of duties within FMIS

Reference

Priority

5.1

Necessary

5.2

Necessary

We recommend that “All Roles” user access rights be reviewed
to ensure that the rights granted to these staff are within the
level of authorisation required to perform their tasks. We
recommend that the good practice of having separate user
accounts is implemented for administrative and business
functions within Finance as this will better support separation of
duties.
Annual review of network access rights not performed
We recommend access rights in IT systems should be reviewed
on a regular basis.

5
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Status of previous recommendations
Set out below is a summary of the action taken against previous recommendations.
Appendix 1 sets out the status of previous recommendations in detail.
Priority

Priority
Urgent

Necessary

Beneficial

Total

Open

1

2

0

3

Implemented or closed

0

3

0

3

Total

1

5

0

6

6
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2

Our audit report

2.1

We issued a modified non-standard audit report
We issued a modified non-standard audit report on 21 December 2021.

Our audit report includes the following:
•

An unmodified audit opinion was issued on the audited information, excluding
the statement of service provision, which means we were satisfied that the
financial statements present fairly, in all material respects, the City Council’s
activity for the year and its financial position at the year of the year.

•

A qualified opinion on the statement of service performance provision as there
continued to be issues with certain water related performance measures. This is
discussed in detail in section 3 of this report.

•

An emphasis of matter drawing the reader’s attention to the disclosures about
the potential impact of the Government’s three waters reform.

In forming our audit opinion, we considered the following matters.

2.2

Uncorrected financial and disclosure misstatements
The financial statements are free from material misstatements, including omissions.
During the audit, we have discussed with management any misstatements that we found,
other than those which were clearly trivial.
All misstatements identified during the audit were corrected.

2.3

Quality and timeliness of information provided for audit
Management needs to provide information for audit relating to the annual
report of the City Council. This includes the draft annual report with
supporting working papers. We provided a listing of information we required
to management on 12 October 2021. This included the dates we required the
information to be provided to us.
In general, the Finance team provided information on a timely basis to enable us to
complete the audit. The key area we suggest is completed earlier after financial year end is
the City Council’s property, plant and equipment fair value assessment.

7
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The use of Audit Dashboard has enabled the Finance team to upload documents securely
and avoid the risk of sending large files by emails or use of external device. We will
continue to work with the Finance team next year on the use of Audit Dashboard and the
timely delivery of information required for our audit purposes.

8
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Matters raised in the Audit Plan
In our Audit Plan of 3 June 2021, we identified the following matters as the
main audit risks and issues:

Audit risk/issue

Outcome

Performance reporting (results provided by Wellington Water)
The City Council makes use of a service
provider, Wellington Water Limited
(Wellington Water), for specific services
relating to (water supply, wastewater
and stormwater) and to provide the
results for certain performance
measures that the City Council uses for
reporting in the annual report.
As a result of a number of significant
issues with the performance measures
in the prior year, our audit opinion for
2019/20 was modified on certain
performance information.

The City Council is heavily reliant on the
information received by Wellington Water,
including for certain water related performance
measures which the City Council is required to
report in the annual report (required by the
Department of Internal Affairs).
We found that there have been improvements by
Wellington Water for this year’s performance
reporting. However, issues still remain with the
following material performance measures:

•

Maintenance of the reticulation network –
Water supply (water loss).

•

Total number of complaints received –
Water supply, Wastewater and
Stormwater.

Our work was limited for these measures and
there were no practicable audit procedures we
could apply to obtain assurance over the reported
results for the performance measures described
above.
The issues identified last year regarding fault
response times (water supply, wastewater and
stormwater) and the number of dry weather
sewerage overflows (wastewater) performance
measures have been resolved. As the limitation on
our work for the previous year cannot be
resolved, the City Council’s performance
information reported for these performance
measures for the 30 June 2021 year may not be
directly comparable to the 2020 performance
information.
The City Council should continue discussions with
Wellington Water to ensure that there are
appropriate performance results available and
there is robust evidence available to support the
performance results provided in the future.

9
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Audit risk/issue

Outcome

Valuation of property, plant and equipment
PBE IPSAS 17 Property, Plant and
Equipment requires that valuations are
carried out with enough regularity to
ensure that the carrying amount does
not differ materially from the fair value.
The City Council revalued its land and
buildings during the last financial year.
Accounting standards require the City
Council to perform an assessment as to
whether the carrying values of these
assets differ materially from their fair
values as at 30 June 2021.

Management performed a fair value assessment
to determine whether the fair value of these
assets are materially different from their book
values as at 30 June 2021.
We performed audit procedures to gain assurance
over the City Council’s calculations and fair value
movements. We reviewed the City Council’s
assessment and considered alternative
information available to assess the potential
movement.
We agree with the City Council’s assessment that
the carrying value of these assets do not
materially differ from their fair values and a full
valuation of these assets is not required.

Impairment assessment for property, plant and equipment
PBE IPSAS 21 Impairment of Non Cash
Generating Assets and PBE IPSAS 26
Impairment of Cash Generating Assets
respectively require that an entity
assess, at the end of each reporting
period, whether there is any indication
that an asset may be impaired. If any
such indication exists, the entity shall
estimate the recoverable amount of the
asset. The standard also provides
guidance on some indicators that an
asset may be impaired.
We expected the City Council to have
completed an impairment assessment
to determine whether any assets will
need to be impaired.

In addition to performing a review of the
valuation work above we reviewed the robustness
of the City Council’s assessment and whether
there are any indicators of impairment for all its
assets, and the resulting accounting treatments.
As part of our review we considered other audit
information and our wider knowledge of the City
Council. We also performed sample testing of
capital work in progress and reviewed capital
budgets against amounts spent. We did not
identify any significant matters to bring to your
attention.
We agreed that no material impairment was
required to be recognised.

Management override
There is an inherent risk in every
organisation of fraud resulting from
management override of internal
controls.
Management are in a unique position to
perpetrate fraud because of their ability
to manipulate accounting records and
prepare fraudulent financial statements
by overriding controls that otherwise
appear to be operating effectively.

We designed our audit approach to address the
potential risk of management override of controls,
including:

•

We reviewed the journals system and
completed journals testing, including
year-end journals.

•

We considered accounting estimates for
any indication of bias.

•

We maintained awareness of any

10
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Audit risk/issue

Outcome

Auditing standards require us to treat
this as a significant risk on every audit.

significant transactions that were outside
the normal course of business, or that
otherwise appear to be unusual given our
understanding of the City Council and its
environment, and other information
obtained during the audit.
From our work we did not identify any issues that
indicated management override.

Sensitive expenditure good practice guide – Office of the Auditor-General (OAG)
The Auditor-General has written to all
chief executives across central and local
government to provide them with an
update on the integrity work
programme.
The OAG’s first area of focus is the
management of sensitive expenditure
and conflicts of interest. These are both
areas of interest given that public
organisations have not always managed
these matters as well as they could
have.

We reviewed the City Council’s sensitive
expenditure policies against the OAG’s good
practice guide.
We also performed sample testing of sensitive
expenditure to gain assurance that they are
appropriately approved and expenses incurred are
in accordance to the City Council’s sensitive
expenditure policy.
We have not identified any significant matters to
bring to your attention.

Rates
Rates are the City Council’s primary
funding source. Compliance with the
Local Government (Rating) Act 2002
(LGRA) in rates setting and collection is
critical to ensure that rates are validly
set and not at risk of challenge.
The City Council should ensure it has
appropriate processes in place,
including seeking legal advice where
appropriate, to ensure compliance of its
rates and rating processes with
legislation.

We reviewed the process for setting rates by the
City Council as part of our audit. As part of this
review, we considered the City Council’s
processes for calculating the rates in the rates
strike process, as well as the systems and controls
in place for invoicing and collecting rates from
rate payers.
We are satisfied the City Council’s rates setting
and collection, for the purposes of our audit,
complies with the Local Government (Rating) Act
2002.
We also performed sample testing of properties
to agree the information per Quotable Value (QV)
to the City Council’s system.
There are no significant matters to bring to your
attention.
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Audit risk/issue

Outcome

Funding Impact Statements (FIS)
The audit of the FIS is a standard area of
focus for Local Government entities.

We performed audit procedures to gain assurance
over the City Council’s FIS. Our work included:

The City Council’s annual report must
identify and explain any significant
financial and service performance
variances from those planned.

•

Assessment of the reasonableness and
completeness of the variance analysis and
explanations in the annual report.

•

Consideration of the implications and
impact of any significant variations from
the planned performance, on the financial
strategy.

There are no significant matters to bring to your
attention.
Mandatory performance measures
The Non-Financial Performances
Measures Rules 2013 promulgated by
the Department of Internal Affairs
specify a set of standard performance
measures for local authorities (the
mandatory measures).

The City Council has reported against the
mandatory performance measures in its annual
report. For our selected material measure (except
for certain water performance related measures),
we confirmed the reported result back to
supporting information.

The City Council needs to ensure that
reliable systems are in place for the
entire year to enable accurate
performance reporting in the annual
report.

Apart from the issues discussed above in the
performance reporting section relating to
Wellington Water, the City Council has
appropriately reported against significant
mandatory measures and provided additional
information to explain the performance where
appropriate.

Information Technology
The City Council is dependent on its IT
systems. The reliability of the IT
systems, technology platforms, and
associated controls is critical to
maintaining the integrity of the City
Council’s data and ensuring continuity
of services to its customers.
The integrity of the IT systems supports
the timely reporting of a quality annual
report.

As part of our 2021 audit, we performed an IT
General Controls review (ITGC).
This review consisted of two parts. The first is a
high level assessment on IT Governance
effectiveness. We considered the overall attitude,
awareness, and actions of ICT management in
establishing and maintaining effective
management procedures and internal controls.
We have not identified any significant deficiencies
in internal control with regard to the City Council’s
IT governance process.
The second part is an assessment as to the design
effectiveness of Activity Level controls. These
control areas cover the organisation’s ability to

12
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Audit risk/issue

Outcome
manage risk and include the following areas:
Manage Security Services, Manage Changes,
Change Acceptance and Transitioning, Manage
Service Requests and Incidents, Manage
Continuity, Manage Availability and Capacity.
Overall, we are satisfied activity controls have
remained design effective, but recommendations
for improvements are included in section 4 of this
report. The previous recommendation about
disaster recovery testing in included in Appendix 1
is not yet fully resolved.

Debenture Trust deed
As the City Council's auditor, we also
issue a report to the trustees of the City
Council’s Debenture Trust Deed (the
deed). This requirement is included in
the City Council’s deed.

The audit of the Debenture Trust certificate has
been completed and we have issued our report to
the City Council and the Trustees.

13
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4

Other matters

4.1

Covid-19 pandemic
The Covid-19 pandemic has had, and will continue to have, a significant impact on New
Zealand, Councils and the community. The pandemic has the potential to impact on certain
aspects of accounting treatment, performance reporting or disclosures in the annual
report.
We assessed the impact of Covid-19 on the City Council and the disclosures in the annual
report.
We found that the City Council’s context and commentary about Covid-19, the additional
disclosure about Covid-19’s impact on performance reporting, and other accounting
disclosures were complete and appropriate.
We also considered whether there remained the need to highlight the City Council’s
disclosures in the audit opinion. We consider that the uncertainty from the impacts of the
Covid-19 pandemic that existed last year have reduced to 30 June 2021, given the
additional information now available. We concluded that the emphasis of matter
paragraphs that were included in the 2019/20 audit opinion was no longer required.

4.2

Three Waters Reform
After the 2020/21 financial year end, the Government made a formal announcement about
proceeding with the Three Waters Reform Programme using a legislated “all in” approach.
This has the potential to significantly impact Councils in the future. We discussed including
additional disclosure with management and appropriate additional disclosures were
included in the final annual report to explain that there may be a significant impact on the
City Council in the future and the uncertainty this announcement creates.
Given the significance of this, we included a paragraph in our audit opinion highlighting the
situation and the City Council’s disclosure to the reader.

14
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5

Recommendations arising during the audit

5.1

Segregation of duties within FMIS
There are many finance staff with “All Roles” profiles within TechOne FMIS. It is understood
that Finance Team have started to take a more active role in managing the finance system,
looking after system variables, budget models, forecast models, etc, which has meant they
cross so many parts of the system. Therefore, the “ALL_ROLES” setting was the easiest way
to enable them to do their jobs.
However, these privileged user accounts have administrative or specialised levels of access
to FMIS and sensitive data, based on elevated levels of permissions. There is therefore a
risk that by providing this level of access to too many staff this may reduce the
effectiveness of the control environment.
We recommend:
•

that “All Roles” user access rights be reviewed to ensure that the rights granted to
these staff are within the level of authorisation required to perform their tasks;
and

•

that the good practice of having separate user accounts is implemented for
administrative and business functions within finance as this will better support
separation of duties and should strengthen the control environment.

Management comment
The “All Roles” access has been granted to senior accountants who are competent in using
the complex functionality of the system (such as the budgeting and forecasting models). The
number of staff with this access has increased mainly due to improved cross training of staff
to enable effective backfilling of roles during absences and to grow capability in the team.
The “Finance Refresh Project” is planned for 2022, with the business case currently being
finalised. This project will include a full review of security and the control environment
(including segregation of duties). There are improvements that can made in the user set-up
access (such as creating more specific roles) and these will be worked through and
developed as part of this project.
In the interim, in January 2022, the IT Operations Manager and the Group Chief Financial
Officer have reviewed which staff have access to “All Roles”. Communications with team
members has been undertaken to ensure there is a good understanding of the risk of this
access level and that there is appropriate mitigations in place (such as training for staff).

15
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Annual review of network access rights not performed
We found that annual process to assess network user access rights has not been
performed.
We noted that the improvement on New User Management Process is currently in
progress. Due to moving to Hybrid O365, training on O365 Admin is required. The HR
process is also to be updated because of the licensing and leaders are not aware of how
Mailboxes work now when a staff member departs.
Employees may have over time accumulated access rights that are no longer needed,
considering their current responsibilities. Additionally, accounts of employees that left in
the past may not be blocked. Both situations could be misused to obtain unauthorized
access to IT systems.
We recommend that a regular planned review of access rights in IT systems should be set
up and implemented.
Management comment
Due to the significant project work that has been completed in this audit period which
included implementing Azure Active Directory (user account management) and Microsoft
365 (Office, Email) in the cloud the annual user rights audit was delayed.
As part of the move to Microsoft 365 the user access rights process was reviewed, and new
processes implemented. The payroll team provide details of staff that are leaving the
organisation and their access is removed. A process is also in place for all contractors that
when access is granted an expiry date is placed in the system to ensure access is removed
the day the contract is completed.
The annual audit of all user access rights is currently in progress and will be completed by
the end of February 2022. Twice yearly audits will also be completed in the future to ensure
user information is consistent between HR, Payroll, and IT.
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Public sector audit
The City Council is accountable to their local community and to the public for
its use of public resources. Everyone who pays taxes or rates has a right to
know that the money is being spent wisely and in the way the City Council
said it would be spent.
As such, public sector audits have a broader scope than private sector audits. As part of our
audit, we have considered if the City Council has fairly reflected the results of its activities
in its financial statements and non-financial information.
We also consider if there is any indication of issues relevant to the audit with:
•

compliance with its statutory obligations that are relevant to the annual report;

•

the City Council carrying out its activities effectively and efficiently;

•

the City Council incurring waste as a result of any act or failure to act by a public
entity;

•

any sign or appearance of a lack of probity as a result of any act or omission,
either by the City Council or by one or more of its members, office holders, or
employees; and

•

any sign or appearance of a lack of financial prudence as a result of any act or
omission by the City Council or by one or more of its members, office holders, or
employees.

There are no significant matters to draw to your attention.
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Group audit
The group comprises:
•

Hutt City Council

•

Urban Plus Limited and group

•

Seaview Marina Limited

•

Hutt City Community Trust (disestablished on 30 June 2021)

We have not identified any of the following during our audit for the year ended 30 June
2021:
•

Instances where our review of the work of component auditors gave rise to a
concern about the quality of that auditor’s work.

•

Limitations on the group audit.

•

Fraud or suspected fraud involving group management, component management,
employees with significant roles in group-wide controls, or others where the fraud
resulted in a material misstatement of the group financial statements.

One of the CCOs is Hutt City Council Community Trust (HCCFT). HCCFT has been
disestablished on 30 June 2021 with its assets amalgamated into the City Council.
This has been appropriated accounted for and disclosed in the financial statements of
HCCFT and the City Council.
Other than the above there are no other significant matters to bring to your attention.
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Useful publications
Based on our knowledge of the City Council, we have included some
publications that the Council and management may find useful.

Description

Where to find it

Covid-19 Impact on Public Sector Reporting
The state of emergency in response to the
Covid-19 coronavirus has significantly
impacted most public sector entities. The
consequences for the completion of annual
reports and the annual financial statements
are one part of this impact.

On our website under good practice.
Link: Covid-19 bulletins

We are developing a series of Bulletins in
response:

•

revaluations of property, plant and
equipment and investment property;

•

service performance reporting; and

•

financial reporting.

Client updates
As part of our response to the Covid-19
situation, we developed online client
updates to replace the in-person sessions
that were cancelled.

On our website under publications and
resources.
Link: Client updates

This year’s material is accessible via video
presentations on our website. You can
explore the material at a pace that takes
account of your busy schedule.
The themes respond to challenges that our
clients now face, such as planning for
unexpected events or dealing with additional
reporting requirements related to Covid-19
and climate change.
Model financial statements
Our model financial statements reflect best
practice we have seen. They are a resource
to assist in improving financial reporting.

Link: Model Financial Statements
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Description

Where to find it

Tax matters
As the leading provider of audit services to
the public sector, we have an extensive
knowledge of sector tax issues. These
documents provide guidance and
information on selected tax matters.

On our website under good practice
Link: Tax Matters
Link: Reduction in deferred tax on buildings

This includes new guidance on the reduction
in deferred tax on buildings that was
reintroduced as part of the Covid-19
response package.
Client substantiation file
When you are fully prepared for an audit, it
helps to minimise the disruption for your
staff and make sure that we can complete
the audit efficiently and effectively.

On our website under good practice.
Link: Client Substantiation File

We have put together a tool box called the
Client Substantiation File to help you
prepare the information you will need to
provide to us so we can complete the audit
work that needs to be done. This is
essentially a tool box to help you collate
documentation that the auditor will ask for.
Good practice
The OAG’s website has been updated to
make it easier to find good practice
guidance. This includes resources on:

•

audit committees;

•

conflicts of interest;

•

discouraging fraud;

•

good governance;

•

service performance reporting;

•

procurement;

•

sensitive expenditure; and

•

severance payments.

On the OAG’s website under good practice.
Link: Good practice
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Appendix 1: Status of previous recommendations
Open recommendations
Recommendation

First raised

Status

2019/20

Issue progressing.

Urgent
Wellington Water performance
reporting issues

Please refer to section 3 above.

The City Council should continue
discussions with Wellington Water to
understand the plans in place to
address the performance reporting
issues.

Wellington Water has made improvements
and we were able to audit the performance
measures relating to fault response times and
dry weather sewerage overflows.
There remain issues with the following
performance measures:

•

Maintenance of the reticulation
network – Water supply (water loss).

•

Total number of complaints received –
Water supply, Wastewater and
Stormwater.

We will follow up this matter in 2021/22 audit.
Necessary
Non-compliance with mandatory
performance measure guidance –
recording the number of complaints

2019/20

In addition to the issues noted with
the Wellington Water systems, we
identified that the City Council’s
recording of complaints was not in
accordance with the DIA guidance.
This states that "Where there is
more than one complaint per event,
each complaint is counted
separately, not each event or
occurrence." The City Council’s
processes did not meet this guidance
requirement as not all complaints
are recorded separately. There is
therefore a risk that complaints
recorded are understated.

Issue progressing.
The performance measures relating to this
recommendation remains modified as
discussed in section 3 above.
Management comment
A Customer Services Review is underway which
incorporates reviewing the systems, processes
and technology. As part of this review, these
audit findings will be incorporated into future
work programme development.

The City Council should review their
procedures and ensure compliance
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Recommendation

First raised

Status

2016/17

Issue progressing.

with the DIA guidance when
measuring the number of
complaints.
IT Disaster Recovery Plans (DRP)
require testing
The City Council should perform IT
DRP Testing, ideally in a suitable
environment to reproduce authentic
conditions in so far as this is feasible.

The City Council is now a Hybrid environment
with Azure datacentre. LiquidIT and Spectrum
are both part of their new ways of working.
The City Council haven’t had a chance to test
the DR solution as they are still moving staff to
AZURE. We understand there is a plan for a
partial DR testing is February 2022.
Management comment
A partial DR test is planned to be completed in
February 2022. This test will be completed
across our cloud environment which includes
Office365, Te Pātaka (document
management), core systems (Finance and
Property and Rating) and contact centre.
All cloud environments have redundancy in
place (hosted in at least 2 datacentres) and are
backed up to enable us to recover when
required.
We are currently working through a
programme of work (Go Digital) to move /
replace the remaining on-premises applications
to cloud over the next 2 to 3 years. On premise
systems are backup to the cloud and restores
have been completed on some of these systems
during the past year but a full DR test has not
been completed. We are planning to complete
a DR test of these systems later this year.

22

DEM15-4-4 - 22/115 - External audit update - Hutt City Council

Page 112

Attachment 1

Audit New Zealand Management Report for the year ended 30 June 2021

Implemented or closed recommendations
Recommendation

First raised

Status

High level of manual adjustments in
reporting “number of new dwellings”

2017/18

We understand that the Council has
updated the process and is using
Statistic NZ data rather than a
manual calculation.

2019/20

The City Council has updated its
process where the chair of the Audit
and Risk Committee approves the
Mayor’s expenditure.

The City Council should review the process
to confirm that is the most appropriate way
to measure performance in this area.
We expect this review would include
considering what independent review is
required.
Approval of the Chief Executive’s and
Mayor’s expenditure
The City Council should consider the
appropriateness of the current approval
process and consider updating the process
to include the Mayor’s expenditure being
approved by the independent Chair of the
Audit and Risk Committee.
Network and payroll passwords settings
can be improved

We have also not identified any
issues from our sample testing of
sensitive expenditure.
2016/17

The City Council should consider
strengthening the network password
controls, and that consideration should also
be given to implementing controls around
CHRIS 21.

Chris 21 l password is now LDAP
lookup which is using HCC password
policy. This was completed in March
2021.
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Appendix 2: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

We carried out this audit on behalf of the Controller and
Auditor-General. We are responsible for expressing an independent
opinion on the financial statements and performance information
and reporting that opinion to you. This responsibility arises from
section 15 of the Public Audit Act 2001.
The audit of the financial statements does not relieve management
or the Council of their responsibilities.
Our Audit Engagement Letter contains a detailed explanation of the
respective responsibilities of the auditor and the City Council.

Auditing standards

We carried out our audit in accordance with the Auditor-General’s
Auditing Standards. The audit cannot and should not be relied upon
to detect all instances of misstatement, fraud, irregularity or
inefficiency that are immaterial to your financial statements. The
Council and management are responsible for implementing and
maintaining your systems of controls for detecting these matters.

Auditor independence

We are independent of the City Council in accordance with the
independence requirements of the Auditor-General’s Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1: International Code of Ethics for
Assurance Practitioners, issued by New Zealand Auditing and
Assurance Standards Board.
Other than the audit, we have no relationship with, or interests in,
the City Council or its subsidiaries.

Fees

The audit fee for the year is $200,356, as detailed in our Audit
Proposal Letter.
Other fees charged in the period are $4,500 for the debenture trust
deed engagement, and $108,300 for the Long-term plan audit
engagement.

No other fees have been charged in this period.
Other relationships

We are not aware of any situations where a spouse or close relative
of a staff member involved in the audit occupies a position with the
City Council or its subsidiaries that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the City
Council or its subsidiaries during or since the end of the financial
year.
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PO Box 99
Wellington 6140
Phone: (04) 496 3099
www.auditnz.parliament.nz
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15 February 2022

Audit and Risk Subcommittee
25 January 2022

File: (22/104)

Report no: ARSC2022/1/17

Sensitive Expenditure Disclosures

Purpose
1.

The purpose of this report to provide the Subcommittee with a listing of
Sensitive Expenditure incurred by Elected Members, Chief Executive and
Directors for the period 1 October 2021 to 31 December 2021.

Recommendation
That the Subcommittee:
(1) receives and notes the report; and
(2) notes the Sensitive Expenditure disclosure information attached as Appendix
1: Summary of Sensitive Expenditure 1 October 2021 to 31 December 2021 to
the report.

Background
2.

Information has been extracted from our financial system from relevant cost
centres and expenditure codes where sensitive expenditure is highly likely to
be coded to.

3.

The list of transactions for the quarter from 1 October 2021 to
31 December 2021 is attached as Appendix 1 to the report.

4.

This information will also be published on Council’s website.
http://www.huttcity.govt.nz/Your-Council/sensitive-expenditure/
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Appendices
No.

Title

1⇩

Summary of Sensitive Expenditure 1 October 2021 to 31 December
2021

Page
118

Author: Ben Wu
Financial Accounting Manager

Approved By: Jenny Livschitz
Group Chief Financial Officer
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Chief Executive and Directors
Miller, J

Representative

11/10/2021

Date

Amount $
414.77

Miller, J

13/10/2021

135.65

Miller, J

13/10/2021

67.83

Miller, J

26/10/2021

65.00

Miller, J

2/11/2021

130.00

Miller, J

11/11/2021

50.00

Miller, J

2/07/2021

54.78

Paid to
Lower Hutt Events
Centre
The Dowse Art
Museum
The Dowse Art
Museum
Hutt Valley Chamber
of Commerce
Hutt Valley Chamber
of Commerce
Hutt Valley Chamber
of Commerce
Purchase Card

Miller, J

5/07/2021

45.39

Purchase Card

Miller, J

7/10/2021

41.74

Purchase Card

Oram, H
Oram, H
Puketapu-Dentice, K
Puketapu-Dentice, K
Blackshaw, A

21/09/2021
21/09/2021
11/11/2021
11/11/2021
29/09/2021

41.13
46.70
25.65
4.35
650.00

Boggs, M
Boggs, M
Boggs, M; PuketapuDentice, K; Blackshaw, A;
Oram, H
Oram, H

30/09/2021
28/06/2021
07/05/2021

367.00
86.96
8,450.00

25/01/2021

2,600.00

Description
Room hire and catering – Wellington Regional Leadership
Committee Housing and Urban Development workshop
HCC Workplace Strategy meeting 6 July 2021
HCC Senior Leader Group meeting 28 June 2021
Hutt Valley Chamber of Commerce Business event 3 Nov
Hutt Valley Chamber of Commerce Business event 3 Nov
Hutt Valley Chamber of Commerce Business event 25 Nov
Capital Taxis – From Wellington Taituarā offices to Hutt City
re: Launch of the book event Switched on learning 2 July 2021
Wgtn Combined Taxis – Hutt City to Wellington Taituarā
offices
Catering cost – Meet and greet with new CEO of Chamber of
Commerce
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Purchase Card
Purchase Card
Purchase Card
Purchase Card
Propel International (NZ)
Limited
Blue Carrot
Purchase Card
Propel International (NZ)
Limited

Transport to meeting at DLA Piper re RMA Reform
Transport from meeting at DLA Piper re RMA Reform
Catering for UPL planning Session
Catering for UPL planning Session
Coaching Session – Blackshaw, A

Propel International (NZ)
Limited

Coaching Sessions for Oram, H

Farewell catering for 2 staff members

Gift for Retirement Staff
Coaching Sessions for Boggs, M; Puketapu-Dentice, K; Blackshaw,
A; Oram, H

Summary of Sensitive Expenditure 1 October 2021 to 31 December 2021

DEM15-4-4 - 22/104 - Sensitive Expenditure Disclosures

Summary of Sensitive Expenditure 1 October 2021 to 31 December 2021

Representative

Date

Amount $

Paid to

4/10/2021

2,430.44

Council

7/10/2021

100.00

Council

31/10/2021

235.30

Mayoral Office

16/04/2021

Mayoral Office

1/10/2021

Mayoral Office
Mayoral Office

13/10/2021
13/10/2021

Mayoral Office

19/10/2021

50.00

Purchase Card

Mayoral Office

6/07/2021

14.70

Purchase Card

Mayoral Office

12/07/2021

73.04

Hardieboys Beverages

Mayoral Office

12/10/2021

25.04

Purchase Card

Mayoral Office

9/11/2021

19.13

Purchase Card

Mayoral Office

10/11/2021

27.83

Purchase Card

Mayoral Office

10/11/2021

467.57

Purchase Card

Mayoral Office

24/11/2021

177.39

Purchase Card

Description

Institute of Directors New
Zealand
Hutt Valley Chamber of
Commerce
Taxi Charge

Keri Brown - Chairs Course 16/17 Nov 21

88.45

Budget Rental

13.04

Purchase Card

Rental car for Mayor’s familiarisation visits to Hampton
Downs Organics processing factory in Hamilton and
research Recovery Centre and Inorganic Warehouse in
Auckland
Mayor's attendance at Cullen Breakfast event – guest
speaker Hon Nanaia Mahuta
Mayor’s carparking at Te Papa WOAP Launch
Mayor’s carparking at the airport whilst attending LGNZ
Conference
Mayor's attendance at Hutt Valley Chamber of Commerce
event – guest speaker Hon Judith Collins
Refreshments for annual planning meeting with Mayor’s
office staff

3.48 Reimbursement
156.22 Reimbursement

2 forums - 14 & 19 Oct 20 Cr Brady Dyer
LGNZ Conference transport – Deputy Mayor Lewis and Cr
Brown

Refreshments for acknowledgement event for Mayor’s patron
organisations
Refreshments for welcoming/induction event for senior staff
member in Mayor’s office
Joint function hosted by the Mayor and HV Living Wage
Network - a celebration of progress towards
Lower Hutt becoming a Living Wage City – bio degradable
plates
Joint function hosted by the Mayor and HV Living Wage
Network - a celebration of progress towards lower Hutt
becoming a Living Wage City
Joint function hosted by the Mayor and HV Living Wage
Network - a celebration of progress towards lower Hutt
becoming a Living Wage City - catering
Event to present Appreciation Certificate to departing CE of
Seaview Marina – catering
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Mayor and Councillors

24/11/2021

Amount $ Paid to
319.31

Purchase Card

Description

Mayoral Office

24/11/2021

319.31

Purchase Card

Mayoral Office

24/11/2021

88.70

Purchase Card

Mayoral Office

21/12/2021

43.48

Purchase Card

Mayoral Office

13/10/2021

200.00

Reimbursement

Mayoral Office

6/09/2021

80.00

Purchase Card

Mayoral Office

29/11/2021

86.00

Purchase Card

226.36

Reimbursement

Event to present Appreciation Certificate to departing CE of
Hutt Valley Chamber of Commerce - catering
Acknowledgement/appreciation event for staff who worked on
Council’s Long Term Plan - catering
Stakeholder engagement event for Mayor’s Patron organisations
- catering
Event to present Appreciation Certificate to Jeffrey Tofilau,
resident who assisted during the flooding of the Riverbank
carpark - catering
Pounamu pendant gifted to departing CE of Hutt Valley
Chamber of Commerce by the Mayor on behalf of the city

Flowers for Principal of Wainuiomata High School
following a family bereavement
Flowers for employee’s wellbeing

Chair – Audit and Risk Subcommittee
Representative
Tindal, S

Date
21/12/2021

Amount $

Paid to

Description
Return Taxi (return trip to/from the airport) and airport Parking
- for attendance at Hutt City Council to Chair Audit and

Risk Subcommittee meeting 11 Nov 21
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Mayoral Office
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Audit and Risk Subcommittee
21 January 2022

File: (22/73)

Report no: ARSC2022/1/9

Holidays Act Compliance
Purpose of Report
1.

The purpose of this report is to provide an update to the Audit and Risk
Subcommittee on Hutt City Council’s compliance with the Holidays Act
2003 (the Act).

Recommendations
That the Subcommittee notes and receives the report.
Background
2.

The Audit and Risk Subcommittee received a first formal report on Council
Holidays Act 2003 pay compliance at the meeting held on 23 April 2021
(refer ARSC2021/2/84). Follow up reports were presented to the
Subcommittee on 9 September and 11 November 2021 (refer ARSC
2021/4/189 and ARSC2021/5/248).

3.

Compliance with the Holidays Act 2003 is a current issue for many
organisations in New Zealand. The following areas are widely
acknowledged as potential triggers for compliance failures:
a. Diverse working arrangements (shift work, on-call employees);
b. Additional remuneration arrangements;
c. Employees working irregular hours; and employees receiving allowances.

4.

In November 2020, Ernst & Young (EY) was engaged to undertake a review
of Hutt City Council’s compliance with the Act. The summary of findings
identified areas of risk, and inconsistencies or potential errors in payroll
existed when compared to references to the requirements of the Act. Annual
leave, BAPSF (Bereavement, alternative, public holiday, sick and family
violence) leave, terminations, casual employees and reporting have been
identified in the report as the areas of risk. These findings were consistent
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with similar findings at many other organisations in New Zealand.
5.

Following on from these findings by EY, a Holidays Act Remediation Project
(HARP) was initiated and a Project Steering Group (PSG) established,
comprising the Group Chief Financial Officer, Chief People Officer and the
Chief Digital Officer. The PSG reports through to the Chief Executive and
Corporate Leadership Team.

6.

There are three key phases to the project:
•

remediation calculations;

•

remediation payments; and

•

payroll system and/or process corrections to ensure compliance.

7.

This is a complex project which requires external specialist support and
advice to ensure compliance is achieved. Current processes and policies will
need to be reviewed and updated in line with remediation work outcomes.

8.

A Holidays Act compliance provision of $2.5M was recorded in the financial
statements for the year ended 30 June 2021.

Progress Update
9.

A key stage in the HARP project is to secure the services of a consultancy
experienced in the calculation of payroll remediation. During September
and October 2021, a closed tender process was run with three experienced
participants on the “All of Government” panel. With adherence to Council’s
Procurement policy and HARP’s governance processes, a consultancy was
subsequently selected.

10. As part of the Go Digital Programme, a HRIS and Payroll system project is
underway. This project has synergies with HARP, and achieved a major
milestone in December 2021 of selecting a new HRIS and Payroll system.
The new system will be compliant with the Holidays Act, therefore
removing the need to make the current payroll system CHRIS21, compliant.
11. The period for which remediation will be calculated, will be from 1 March
2015, until the time payroll systems and processes are made compliant. At
this time we predict implementation of the new payroll system will occur in
about September 2022, although detailed planning has not been completed
as yet. Legislation requires Council to go back six years from the time it first
became aware of the potential Holidays Act non-compliance issues, which
was March 2021.
12. The payroll remediation calculations process is progressing as planned. Our
goal is to work as quickly as possible to make payments to affected current
and former staff. Payments to affected staff are to be made in two tranches.
The first tranche will be for the period March 2015 to March 2022, which is
expected to be paid to affected staff in June 2022. The second tranche will be
to address any remaining remediation owing up to the date at which Council
payroll systems and processes become Holidays Act compliant. This is
expected to be in late 2022. The timing of payments will be further reviewed
DEM15-4-4 - 22/73 - Holidays Act Compliance
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as the project progresses and detailed planning for the new payroll system is
completed.
13. Recruitment of HARP project resource has been vital. A Project Manager was
onboarded in October 2021. As the project will heavily impact the Payroll
team’s systems and processes, a Senior Payroll Specialist has also been
recruited to provide additional support for business-as-usual payroll as well
as HARP functions.
14. A HARP Communications Plan has been documented to ensure that relevant
stakeholders are kept informed of project progress. Current staff are being
kept informed at regular intervals via appropriate channels. Affected former
staff will be contacted once they have been identified through the
remediation calculations.
15. A further report and update to the Audit and Risk Subcommittee will be
presented on 19 April 2022.
Climate Change Impact and Considerations
16. The matters addressed in this report have been considered in accordance
with the process set out in Council’s Climate Change Considerations Guide.
Consultation
17. Not applicable.
Legal Considerations
18. EY have advised that there are a number of risk areas in our compliance with
the Holidays Act 2003. Council will work with the remediation calculation
consultancy to traverse risks areas and seek legal advice as appropriate.
Financial Considerations
19. There are a range of financial matters raised in this report.
Appendices
There are no appendices for this report.

Author: Angela Leong
Finance Project Manager

Reviewed By: Jenny Livschitz
Group Chief Financial Officer

Approved By: Andrea Blackshaw
Director Neighbourhoods and Communities
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Audit and Risk Subcommittee
27 January 2022

File: (22/126)

Report no: ARSC2022/1/11

Risk Management Update
Purpose of Report
1.

This report is an update to the Audit and Risk Subcommittee on activities
undertaken to maintain and improve risk management at Hutt City Council
(Council).

2.

Council’s Top Risk Register as at 31 December 2021 is also reported to the
Subcommittee.

Recommendations
That the Subcommittee:
(1) notes and receives the information contained in the report; and
(2) notes the Top Risk Register attached as Appendix 1 to the report.
Background
3.

The Risk and Assurance Manager provides regular updates to the Audit and
Risk Subcommittee on the activities to maintain and improve Council’s risk
management awareness and culture. The previous Risk Management update
was presented to the Subcommittee on 9 September 2021.

4.

Council’s Top Risk Register (“the register”) is a living document that is
updated periodically through consultation with risk owners. It is a means of
providing relevant and timely information to key stakeholders enabling
meaningful conversations about how risk is managed and ensures sufficient
attention is focused on key matters. It also supports planning, managing, and
responding to high-level risks and good decision making.

Risk Management Update
5. Council continues to embark on improving its risk maturity level using the
risk appetite statement and risk matrix that was endorsed by the Audit and
Risk Subcommittee and adopted by Council on 2 June 2021.
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6.

There has been a steady growth in business unit’s awareness of risk profiling
and use of the Risk Management intranet content, which provides a selfservice guide for risk management basics including information on the risk
management framework, the risk appetite statement, roles and
responsibilities for risk management, criteria for assessing risk, the risk
management quick reference guide and the register template.

7.

A new Risk and Assurance Manager has joined Council in the last quarter.
Since joining, the focus has been on hand-over and transitioning from the
predecessor.

8.

A key organisational focus over the last quarter has been on our COVID–19
response. The Chief Executive will present an update to the Subcommittee at
the meeting.

Council’s Risk Register
9. Attached as Appendix 1 to the report is the register as at 31 December 2021,
as approved by the Corporate Leadership Team (CLT).
10. The register was last considered by the Audit and Risk Subcommittee on
9 September 2021.
11. Council officers are continuing to make improvements and refine the
register, by ensuring that the strategic/top risks are appropriately identified,
evaluated, and assessed, and that appropriate risk mitigations are in place to
reduce the risk likelihood or significant impact on Council’s objectives. This
is an ongoing process and over time, the process and register will continue to
be improved.
12. There are 13 top risks on Council’s strategic risk register.
13. The register has been updated, through individual discussions/consultations
held with the risk owners. It has also been reviewed by CLT and an external
consultant ahead of the Audit and Risk Subcommittee meeting.
14. The key risk themes for the register continue to be people, priorities, impacts
from major projects, assets, reputation, technology (cyber, loss of data and
systems) and service delivery.
15. A separate new risk relating to COVID-19 has been added to the register.
Whilst COVID–19 has an impact on all risks listed on the register, the
uncertainties around New Zealand’s future state approach continues to
develop at a fast-evolving pace. COVID-19 poses a significant risk to the way
in which Council will operate in its future form and functions.
16. The risk relating to “Relationship with Mana Whenua” reported to this
Subcommittee on 9 September 2021 has been removed. The residual risk
rating continues to decrease and will be monitored via the operational risk
register by the Kaitatari Tumuaki Maori and escalated as required to the Risk
and Assurance Manager. Council continues to make steady progress and is
committed to ensuring we have the right relationships, processes, and
protocols in place to enable effective participation in partnership with Mana
Whenua.
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17. Overall risk ratings remain unchanged as the majority of the planned
mitigations treatments are still ongoing since the last register update
provided. The reasons for this are largely because business areas key focus in
the last quarter has been around preparing to operate in an environment in
which a COVID-19 outbreak may exist.
18. Of the top 13 risks identified, 31% (or four) have a residual risk rating of
high, 62% (or eight) have a residual risk rating of medium and 7% (or one)
have a residual risk rating of low. The risks with a high residual rating relate
to workforce, health and safety, assets and COVID-19. Building better
understanding and awareness of risk management and improving risk
culture in the Council continues to evolve with our focus on ensuring that
appropriate resources are allocated to these areas to reduce both the
likelihood and impact of the risks with the intention to bring it in line with
the risk appetite that Council has set. Progress is being achieved despite
challenges of staff capacity issues, market conditions, impacts of COVID–19
etc.
19. The register has been refined and rationalised. That does not mean the other
risks are not important. Changes to underlying risks, events and conditions
will be considered in future register reviews.
20. Risks that are not captured on the register continue to be monitored via
operational risk registers by the respective business unit leads and escalation
occurs as required in alignment with the risk assessment criteria set. The
Risk and Assurance Manager has also been supporting business units in
developing their operational risk registers and providing guidance and
support when requested.
21. Procurement (Risk 10) had components of its rating decreased. However, the
overall residual risk profile rating remains unchanged. The change to the
risk likelihood (possible to unlikely) reflects on Council’s journey of
implementing and planning to implement strong risk control treatments.
Council is confident that should the risk eventuate, control treatments and
planned mitigations would provide effective measures to minimise its
impact.
22. CLT regularly monitors and has oversight of issues (ie uncertainties that
have eventuated) to ensure treatment plans are in place and action are
within an acceptable level. This process is available to raise any emerging
issues in relation to the above risks.
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Assurance activities update
23. Assurance engagements as set out in the 2021- 2024 Internal Audit Plan have
been slightly delayed due to staffing changes. However, progress is
currently been made to address this.
Below is a status update on the assurance engagements.
Internal audit reviews

2021/22

Status update

Sensitive Expenditure

Q2

In progress

Accounts Payable end to end
Procurement and contract management
Privacy Management – change review

Q3
Q4
Q1

Draft terms of reference
Not yet started
Not yet started

Cash Handling – high level review

Q3

In progress

24. Council is working closely with the Building Consent Authority
Accreditation body (IANZ) to ensure that we can meet their compliance
requirements. A routine reassessment is currently underway. We will update
the Subcommittee at the meeting on the outcome.
Climate Change Impact and Considerations
25. The matters addressed in this report have been considered in accordance
with the process set out in Council’s Climate Change Considerations Guide.
Consultation
26. Not applicable.
Legal Considerations
27. Not applicable.
Financial Considerations
28. Not applicable.
Appendices
No.

Title

1⇩

Top Risk Register - December 2021
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Author: Nishana Reddy
Risk and Assurance Manager - Finance

Reviewed By: Jenny Livschitz
Group Chief Financial Officer

Approved By: Andrea Blackshaw
Director Neighbourhoods and Communities
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Attachment 1

THE RISK
IF [event or condition i.e. what can happen]
THEN [consequence. Why is it a concern / impact if we
don't get it right]

Top Risk Register - December 2021

Top Risk Register - December 2021

RISK DRIVERS
existing and potential causes/triggers

INHERENT RISK

RESIDUAL RISK

Risk owner

CONTROLS / RISK RESPONSES
Likelihood

Impact

Risk

Likelihood

Impact

Risk

Likely

Major

High

Possible

Major

High

1
Workforce capacity, capability and engagement:
If workforce capacity, capability and engagement is not
effectively managed, maintained and developed, this
may result in disengagement and/or resignation from
key staff - leaving gaps of knowledge and increasing
costs to recruit, induct and train, loss of intellectual
property, wellness impacts and pressure on remaining
team members (increased workload / burnout).

> There are significant retention and recruitment
Chief People Officer
challenges across New Zealand, with a competitive labour
market, tightening market conditions, wage pressures
and growing concerns around labour shortages. The level
of employment is higher than pre-pandemic levels. There
is particularly high demand on skilled regulatory, planning
staff and engineers, along with a wide range of other
areas across the organisation;
We are working to ensure we have people in the right
> Difficulty recruiting and retaining staff due to
place with the right skills, so we have both the capacity competitive market conditions (as above);
and capability to deliver on the plans for our city to and > Difficulty competing with private & government sector
better serve our communities.
remuneration;
> Challenges in driving the transition change and
Workforce pressures impacts Council's ability to deliver ensuring people are taken on the right journey and realise
its vision and LTP commitments, therefore reducing
the benefits;
organisational effectiveness.
> Increase levels of strain on staffing should employees
become ill with COVID - 19;
> Lack of having sufficient staffing levels for workloads
(including $1.5B capital investment programme to
deliver); and
> Government reforms impacts on business as usual
activities.
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Current controls/risk treatments:
> Continued focus on supporting the business with recruitment activity;
> Continue to promote employment brand including with focus on employee experience e.g. Go Digital
programme to provide tools to enable staff to work efficiently; flexible working, wellbeing initiatives,
investment in training and development;
> Ongoing communication and engagement with staff including providing regular opportunities for
feedback;
> Continuous use of our values; leading; articulation of expectations & behaviours;
> Clear performance expectations aligned with organisational priorities and the business planning
process, supported by ongoing feedback and coaching being undertaken by leaders;
> Leadership development programme to provide tools and opportunities for leaders to enhance their
leadership capability;
> Managing performance and retaining Council's key talent/expertise;
> Management of COVID-19 in line the with COVID-19 Internal Management Policy and Framework;
> Ongoing vigilance around COVID-19 to maintain safe delivery of services to public whilst ensuring
safe workplaces for our people;
> Wellbeing programme activities including regular communications and promotion of support services
available; and
> Strategic Change Programme Steering Group established.
Planned mitigation actions:
- Delivery of initiatives outlined in the Organisational Capability Strategy and Plan;
- Review of job evaluations to ensure internal relativities and alignment with the market;
- EPMO to support the Strategic Change Programme Steering Group to ensure the success of
initiatives within the programme;
- Actions taken following the Waiora pulse survey in November 2021; and
> Completing Wellbeing Assessment and develop Wellbeing Strategy to support the health and
wellbeing of staff.

Page 128

Attachment 1

THE RISK
IF [event or condition i.e. what can happen]
THEN [consequence. Why is it a concern / impact if we
don't get it right]

Top Risk Register - December 2021

Top Risk Register - December 2021

RISK DRIVERS
existing and potential causes/triggers

INHERENT RISK

RESIDUAL RISK

Risk owner

CONTROLS / RISK RESPONSES
Likelihood

Impact

Risk

Likelihood

Impact

Risk

Likely

Major

High

Likely

Moderate

High

2
Health and Safety:
If risk of injury, illness or death from hazards within the
work environment or while undertaking operational
activities on behalf of the Council occurs, then there is a
risk of prosecution under the Health and Safety at Work
Act 2015 resulting in fines, reputation, damage to
employment brand.

> Breakdown in workplace practices and / or controls;
Chief Executive
> Resourcing constraints at a group and local level;
> The oversight framework and visibility around
Secondary owner: Chief People
contractor management is not at an optimal stage;
Officer
> Poor culture and attitude to and ownership of health
and safety risks;
> Low staff engagement, increased stressed, and low
This could also create a risk of individual prosecution or resilience;
imprisonment for Officers under the Act (Chief
> Public aggression, threats to personal & facility safety.
Executive and Directors are deemed Officers under the Mental health issues & pressures in the community and
Act).
impacts of COVID -19;
> Pre-emptive planning to consider impacts on staff from
If an incident occurs, then there will be staff, public
projects and org change initiatives; and
and/or stakeholder loss of trust and confidence in
> External: e.g. COVID -19 resurgence, public health
Council.
outbreak, extreme weather, natural hazards etc.
If illness or death occurs as a result of an incident, then
there will financial impacts for Council to cover costs of
treatment, sickness leave and service delivery
interruption.
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Current controls/risk treatments:
> Existing H&S management framework and reporting;
> HSW committee operating model and representatives;
> Staff operational H&S training and induction; 'Good Yarn' programme rolled out; and
> Seismic strengthening activity. Transparency of Seismic Performance Register.

Planned mitigation actions:
> Facility management of mould issues (e.g. at Petone Library and Hardwick Smith Lounge) and reprioritisation of facility upgrades;
> HSW team to focus on hazard and contractor management, site inspections, proactive management;
> Remediation of prioritised improvements re current state review;
> External consultants commencing periodic review of asbestos register. This refresh and
recommendations will inform the asbestos management strategy; and
> A high-level work programme has been developed for the management of asbestos at facilities,
including libraries, which will maintain safety and legal requirements.
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THE RISK
IF [event or condition i.e. what can happen]
THEN [consequence. Why is it a concern / impact if we
don't get it right]

RISK DRIVERS
existing and potential causes/triggers

INHERENT RISK

In late October 2021, the Three Waters Reform
programme was made mandatory for all Council's. As
such HCC is awaiting further information from
Government on this programme.

RESIDUAL RISK

Risk owner

3
Government reform:
If Council is not adequately prepared and/or engaged in
the central government's sector reform programmes
(Three Waters, Resource Management Act and the
Future of Local Government), then there maybe
disruption/cancellation/delays to work programmes
which are important to the interests of the city, resulting
in loss of trust and confidence.

Top Risk Register - December 2021

Top Risk Register - December 2021

> Uncertainty around Council's end role and obligations; Chief Executive
> Uncertainty of Council's financial position following
reform. (Central government has indicated that no
Secondary owner: Director of
Environment & Sustainability
Council will be worse off). However, how this will be
implemented is unclear;
> The distribution of Council's resources will change
including how overheads are spread across remaining
areas of the organisation;
> Complex integration of Council operations with new
entity functions. E.g. implementing infrastructure to
support growth; and
> Uncertainty around behaviours of staff and customers.

CONTROLS / RISK RESPONSES
Likelihood

Impact

Risk

Likely

Major

High

Likelihood

Impact

Risk

Likely

Minor

Medium

Current controls/risk treatments:
> Officers and elected members are part of the Three Water Reform sector groups who are proactively
engaging in the reform programme;
> Council is co-operating with requests for information from central government associated with
reforms underway;
> For RMA reforms, officers continue to monitor proposals, including the exposure draft of the Natural
and Built Environments Bill. Officers are working collaboratively with other Councils in the region
(City/District/ Regional) to prepare a joint submission on this Bill. The full draft Bills are expected to be
released in early 2022 when a fuller review and analysis will be required;
> Council has developed policies, processes and guideline to actively monitor the reform programmes;
and
> Council officers actively engage in future local government reform programmes and also been
attending relevant informative sessions such as webinars.

There are potential opportunities from the programme to
improve the wellbeing of our communities and financial
efficiencies.
There may also be opportunities and impacts on
Council's financial position, financial performance,
operations, impacts on staffing, service delivery and
outcomes to our community.
Changes to Council's functions as a result of a new
entity being formed may also result in significant
adjustments to service delivery.
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Planned mitigation actions:
> As more details become available, all potential opportunities and implications for Council and our
communities will be assessed and will be responded to via the change process and submissions;
> Detailed analysis of proposal impacts to be undertaken;
> Quality advice prepared to support Council decision making; and
> Three Waters Reform programme planned consultation with community for early 2022 to inform the
Council's submission on new legislation.
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IF [event or condition i.e. what can happen]
THEN [consequence. Why is it a concern / impact if we
don't get it right]

RISK DRIVERS
existing and potential causes/triggers

INHERENT RISK

RESIDUAL RISK

Risk owner

4
Planning for Climate Change:
If Council's planning, adaptions, mitigations do not
adequately respond or absorb the impacts of climate
change then there may be impacts to personal safety,
disruption to business and transport (e.g. storms,
floods, slips/ erosion, surges etc.), threats to the
ongoing financial sustainability of businesses, impacts
on community wellbeing, economic impacts, potential
infrastructure asset impairment/reduced useful
life/increased costs for assets in risk prone areas and
loss of trust and confidence.

Top Risk Register - December 2021

Top Risk Register - December 2021

> Topography, river and shoreline movements;
Head of Climate and Solid Waste
> Lack of focus, prioritisation and funding of climate
initiatives;
> Low level of understanding and determination across
Council's operations to prioritise the timely embedding /
action of climate initiatives;
> Climate Change Commission June 2021 report and NZ
Governments response to it at a national or local level
may [positively] impact HCC's ability to drive
environmental objectives;
> Challenges in adapting and aligning plans over time to
address new legislation and Government's directives
could be cost prohibitive for HCC in the current financially
constrained environment; and
> Lack of project funding may impact the optimising of
environmental outcomes for Lower Hutt residents.

CONTROLS / RISK RESPONSES
Likelihood

Impact

Risk

Likely

Major

High

Likelihood

Impact

Risk

Possible

Moderate

Medium

Current controls/risk treatments:
> Council approved interim Carbon Reduction & Climate Resilience Plan 2021-2031 (22 July 2021)
includes all the work to decarbonise Council assets, improve efficiency & electrifying of vehicle fleet,
establish environmental policies and implement strategies to achieve carbon zero targets. Initiatives to
be monitored and progress tracked against objectives;
> New kerbside rubbish & recycling service from 1 July 2021 to progress landfill waste reduction
targets;
> Climate Change and Sustainability Committee (from 30/12/20) provides focus on environmental
issues and receives quarterly updates on climate change work; and
> Silverstream landfill flare (since Feb-2021) reduces methane emissions and Council’s carbon
footprint.

Planned mitigation actions:
> Interim Carbon Reduction and Climate Resilience Plan 2021-31 includes various actions and to
reduce emissions. A number of these are due to be progressed in 2021/22 financial year; and
> A city-wide road map for reducing carbon emissions, based on a co-designed engagement process
was completed in December and is currently at the approval stage.
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THE RISK
IF [event or condition i.e. what can happen]
THEN [consequence. Why is it a concern / impact if we
don't get it right]

RISK DRIVERS
existing and potential causes/triggers

INHERENT RISK

RESIDUAL RISK

Risk owner

5
Technology:
If key systems become unavailable or useable to
process transactions, provide services and progress
Council's outcomes (disaster recovery) or there is
unauthorised access or use of systems or data (cyber
security, information management, data governance)
then there may be loss of data, impacts on service
delivery, financial loss (ransomware payments, cost to
restore backup, reduced productivity), compliance
breach if personal information or sensitive data is
released (e.g. Privacy Act, Public Records Act,
LGOIMA) and loss of trust and confidence.

Top Risk Register - December 2021

Top Risk Register - December 2021

> An optimal level of staff training around awareness and Chief Digital Officer
malicious insider threat has not yet been achieved within
Council;
> Staff creating / downloading applications for use in
Council without obtaining the correct permissions and
understanding the security risk;
> There is a low level of regard for IT security and
policies;
> Council has not yet reached an optimal maturity level
to actively manage information well;
> Increase in external malicious cyber-attacks globally
and locally;
> Increasingly not fit for purpose legacy systems; and
> New digital processes to address weaknesses and
cyber risk is still in project planning and delivery stages.

CONTROLS / RISK RESPONSES
Likelihood

Impact

Risk

Likelihood

Impact

Risk

Possible

Major

High

Unlikely

Major

Medium

Current controls/risk treatments:
> Ongoing staff training and reminders to maintain awareness;
> Local admin from all PC's have been removed;
> Enforce change control process for changes to all IT systems;
> Increase in pen testing regularity and depth;
> 'External email' label for identification of inbound emails;
> IT security systems well managed and tested regularly;
> Network security patches maintained;
> Managed security contracts and security monitoring tools in place;
> Digital strategy, roadmap and funding for investments are in place;
> Prompt reporting of data breaches;
> Key finance and rates systems are on SaaS software (in cloud); and
> Login password criteria strengthen and Multi Factor Authentication (MFA) implemented across
Council.

Planned mitigation actions:
> Go Digital Programme outcomes to improved redundancy and security;
> Replacement is underway of the document management system with a cloud hosted system (to
incorporate procedures around disaster recovery of cloud backups and testing; and
> ALGIM to assess security & industry benchmarking.
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THE RISK
IF [event or condition i.e. what can happen]
THEN [consequence. Why is it a concern / impact if we
don't get it right]

RISK DRIVERS
existing and potential causes/triggers

INHERENT RISK

> Ageing assets, lack of sufficient investment / budget
allocation. Renewal's investment required to address
backlog as assets continue to age / deteriorate;
> Significant resourcing shortfall of expertise, technical
advisers, contractor availability and contractor
performance affecting delivery;
If assets are unsafe, then there will be public
> Reactive and unbudgeted maintenance is very costly;
dissatisfaction as a result of closures.
> Accelerated asset demand and consumption due to
population growth and urban intensification, made worse
There may be higher whole of life costs and financial
by unsustainably low revenue;
loss due to poor planning for new construction (higher
> Changing needs and expectations of our population
operating costs), reactive maintenance / renewal and
and rising expectation of public to provide a higher levels
reduced lifespans.
of service;
> Uncertainty around funding (e.g. Waka Kotahi subsidy
Trust and confidence may be lost as environmental
for maintenance, operations renewals);
outcomes will not be achieved or too expensive for local > Inconsistent Long Term Asset Management Plans
communities to use.
across all assets types and sites;
> Economic, environment, financial constraints, impacts
on assets management plans;
> Significant increases in infrastructure cost and access
to materials/services that are critical to deliver our
infrastructure programme as a result of the COVID -19
pandemic;
> Three Waters Reform impacts on resourcing / technical
expertise, work programme impacts;
> Legislative requirements and changes to standards to
meet requirements means further investment in renewals
is required (e.g. seismic for buildings, machinery and
components at pools / water supply / sewage treatment
etc. for compliance and heritage aspects: Petone Wharf,
Naenae pool);
> Effects of climate change, natural hazards, liquefaction
prone soils, locations of assets;
> Financial security of partners, local bodies and
subsidiaries put assets and community enjoyment of
assets at risk;
> Central Government has injected significant capital into
a number of projects throughout New Zealand. This has
acted to stimulate the economy but the effect is that there
are more projects then there is capacity to deliver them;
and
> Technology advancements may be a positive driver to
assist with risk mitigation innovations.
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6
Asset Planning and Management
If assets optimised / fit for purpose or adequately
maintained, then this may result in health and safety
risks for Council staff and communities and assets not
being able to achieve the desired outcomes or service
at required levels.

Top Risk Register - December 2021

Top Risk Register - December 2021

Director of Economy and
Development.
Secondary Owner: Head of Parks
and Recreation

CONTROLS / RISK RESPONSES
Likelihood

Impact

Risk

Likely

Major

High

Likelihood

Impact

Risk

Possible

Major

High

Current controls/risk treatments:
> Effective contractor management and monitoring of performance to ensure delivery against service
levels;
> Inspections and analysis of condition and useful life to understand and prioritise spending on
maintenance, operations and renewals;
> Ongoing funding/depreciation for life of the asset in business cases;
> Rigorous review of new construction projects scope and delivery; Best practice project management
to deliver outcomes; EPMO oversight and support for programmes / projects;
> LTP 2021/2031 confirmed the Infrastructure Strategy (three waters and transport) and investment in
$587M Three Waters, $406M Transport, $68M Naenae Pool and $21M Petone Wharf;
> Regular stakeholder communication about asset condition and level of investment required;
> Activity Management Planning for transport assets;
> Asset Management Plans for Parks and Reserves adopted by Council in early 2021;
> An Asset and Facilities Management function, within Economy and Development directorate, has
been established to support facility asset owners and provide oversight and expertise; and
> Activity around seismic strengthening and transparency around the Seismic Performance Register.

Planned mitigation actions:
> Ongoing facility management of mould issues (e.g. at Petone Library and Hardwick Smith Lounge).
Work is underway to assess the extent of the issue and prioritisation of the agreed remedial work plan
will be reviewed;
> Facility strategic 10 year asset management plan to map assets to community’s needs, now and in
the future, how those are best met and optimised, align affordability to stakeholder expectations and
required investment to support the renewal & replacement of that strategy (to inform LTP 2024/34). The
full demand/cost to reach Asset Management lifespan for facilities will be determined as part of this;
> Ongoing monitoring developments around Three Water Reforms;
> Ongoing work on consolidating asset register across HCC and reviewing assumptions used. Ensure
information is reliable to support decisions and that it aligns to priorities / budgets;
> Ongoing work programme for the management of asbestos at facilities, including libraries, which will
maintain safety and legal requirements;
> Site safety compliance remediation work programme underway;
> Periodic review of Pools asset management plan (buildings, machinery, components, filters etc.);
> Independent Quantity Surveyor reviewing Riverlink cost estimates. Investment to $138.4M confirmed
in LTP 2021-31;
> Strategic partnering with contractors;
> Developing clear work programmes for projects;
> Ongoing work on Alliance type models; and
> Ongoing reviews of scope of works are clear and that project risks are appropriately managed.
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Likelihood
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Likely

Major

High

Possible

Moderate

Medium

7
Portfolio, programme, project management and
planning:
If inadequate portfolio / programme / project information
provided to CLT, then CLT will not be able to effectively
plan, prioritise and make investment decisions to
manage Council's portfolio of programmes, projects and
activities. This may result in:

> Large information gaps exist, to ensure informed advice Head of Enterprise Portfolio
around planning, risk management, and resource
Management Office
allocation for evidence based quality decisions;
> Lack of clarity of strategic direction and alignment of
organisational activity planning with priorities;
> Impacts of Covid-19 on reprioritisation, resulting in
> Service delivery (inconsistencies / incoordination /
increased costs and/or delays due to supply chain
duplication / gaps / confusion);
challenges;
> Loss in trust and confidence,
> Market forces and growing market competition to
> Low staff morale, staff burnouts and high turnover;
procure resources for internal operations (staffing) and in
> Suboptimal use / prioritisation of limited resources
project and relating to capacity or capabilities;
such as people, focus/effort, capital/ investment.
> Stakeholder expectations disproportionate to resources
> Lack of achieving optimal outcomes for ratepayer
available;
funds (return on investment); it may jeopardise the
> Governance / oversight to hold managers to account;
delivery of council's stated outcomes (long term 10 year and
plan, annual plan, district plan etc.), negative financial
> Culture, the need for internal collaboration, coordination
impacts for future projects and/or other council
and management of interdependencies and not take a
priorities,
near-sighted approach .
> Transformation goals not being realised; and
> Constituency dissatisfaction / backlash, political
discourse.

Current controls/risk treatments:
> Established the Enterprise Portfolio Management Office (EPMO) to support consistent planning and
performance reporting across internal operations and change portfolio's / programmes / projects;
> Strategic Change Manager recruited to establish a strategic overview framework of programmes,
projects, interdependencies and reporting to senior management and key stakeholders;
> Major projects board governance and oversight in place;
> All new projects to have business cases that account for the deliverability of the project and the
financial and non-financial resources available;
> For existing projects, project governance provides oversight on a project level;
> The procurement of project resource to be part of the business case, project plan and ongoing
reporting;
COVID -19 risks as part of their risk registers. Budgets and timelines to be drafted with consideration of
these risks;
> Projects are expected to include communications and engagement plans in their project costs;
> Lessons learnt debrief on projects to inform future planning; and
> Issues register framework to provide oversight to action and remediate materialised risk. Items
included the rubbish and recycling implementation project.(now complete)

Planned mitigation actions: (aim most planned actions will materialise to current treatments in
quarter 3)
> The development of the planning and performance framework to enable better planning at levels
better plan, report and monitor progress to achieve outcomes (ongoing - 50% complete);
> Strategic Change Programme to oversee and support key initiatives to improve organisational
capability and effectiveness. This will include the restructure, Go Digital, property optimisation, planning
& performance framework and the Organisational Capability Strategy and Plan (first meeting occurred
w/c 29 November - 80% complete);
> EPMO to create and promote project documents that take an “all of Council” or “one team” approach
and include mechanisms to ensure projects activities include relevant council stakeholders (ongoing
20% complete) ;
> EPMO to provide analysis and advice to CLT over the performance of the organisation and bottomline value from programmes delivered (ongoing - 50% complete) ;
> EPMO to support more consistent project planning and reporting and provide monitoring on behalf of
and advice to CLT on portfolio, programme and project risks (ongoing 20% complete) ; and
> EPMO supports the project governance groups by ensuring project reports have sufficient
information, highlight risks / issues at the correct level for governance oversight (ongoing 20%
complete) .
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8
Financial Management:
If Council’s financial capacity and revenue does not
meet demand and service needs, then it may not be
able to prudently manage its financial obligations.

> Reduced revenue combined with increased / unplanned Group Chief Financial Officer
/ unbudgeted costs and/or requirement for debt issuance;
> Outcomes from central government reforms: Three
Waters Reform, Resource Management Act and the
This may result in:
Future of Local Government;
> Increased cost of funding and/or inability to borrow,
> Uncertainty in global market and economic conditions
impacting on debt,
(including impacts from the COVID - 19 pandemic) effect
> Liquidity issues;
on domestic / regional / local economy;
> Project delays;
> Another shock event would impact borrowing costs (on
> Deferral of asset maintenance/renewals;
top of increased borrowing to spend on assets/projects)
>Service levels below community expectations;
and reduced disposable household and local businesses
> Suppliers unwilling to engage with Council to provide income;
services;
> Sustainability of Council debt levels and unfavourable
> Difficulties in accessing skilled staff to deliver projects; interest rate changes; and
and
> A recession is considered low risk, but is volatile, could
> Loss in trust and confidence.
change quickly and have a big impact on Council’s
financial position.

Current controls/risk treatments:
> Future investment priorities and projects confirmed through long term plan 2021-2031, which sought
affordable options in the economic environment and COVID -19 context;
> Treasury Risk Management Policy, liquidity management, forecasting, monitoring;
> Specialist advice on treasury strategy, given the economic conditions;
> Financial Strategy debt limits and monitoring mechanisms;
> Transparent reporting and financial management;
> Scrutiny during budget setting and project business cases;
> Forecasting and reporting performance monthly to CLT and quarterly to Policy, Finance and Strategy
Committee allows financial issues to be raised and proactively managed;
> Increased oversight and monitoring of significant projects;
> Policies, tools and options for rates relief and payment options.
> Proactive promotion of rates relief tools and schemes;
> Use of good quality data to inform decisions and planning;
> Implemented and continue to work on improvements to project cost estimates process;
> Working closely with the local government sector and local government funding agency; and
> Have ongoing assurance activities in place.

Planned mitigation actions:
> Mitigations and planned actions around portfolio / programme / project management, asset
management and procurement will drive better understanding of costs and help identify savings and
efficiency opportunities; and
> Take up opportunities to influence central government policy and advocate for communities in
financial hardship.
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9
Legal and compliance:
If legislative requirements are not complied with, then
Council's decisions may be exposed to:
> Unfavourable judicial reviews;
> Inability to set rates;
> Injunctions;
> Avoidable legal costs being incurred; and
> Loss of trust and confidence.

> Recent proposed central government reform projects:
Three Waters Reform (and Water Services Bill for
drinking water legislative requirements), Resource
Management Act Reform and the Future of Local
Government Review;
> Lack of strong internal collaboration, jointed up
approach to ensure gaps / overlaps, confusion and
duplicated effort are removed; and
> Potential judicial review around contentious decisions.

Chief Legal Officer

Current controls/risk treatments:
> Changes to legislation (both current and proposed) are identified and socialised with staff who adapt
Council processes in response. Also refer Sector Change Reform risk above;
> Early identification of risks and issues;
> Early engagement with the right staff to seek advice and access to legal advice (in-house legal team
& specialist external advice);
> Processes around decision making and statutory requirements;
> Qualified and experienced staff;
> Peer review of officers work;
> Decisions based on quality data, backed up by evidence and research conducted to support
recommendations;
> Present resolution options to Council in a clear and timely way;
> Proactive communication with stakeholders to resolve issues;
> Transparency of decision making to build community trust, understanding, buy-in and take political
heat out of decisions; and
> Implementation of the ComplyWith software, enhancing awareness / understanding, monitoring and
reporting of legal compliance.

Planned mitigation actions:
> Continue to be well informed to understand the changes and implications of the reform. Taking part in
the process and maximising opportunities to participate in and influence policy for the benefit of our
communities
Note: Lessons learnt and improvements on ComplyWith will be reported to CLT on 31 January 2022
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10
Procurement:
If sub-optimal practices around the procuring of goods,
works and services materialise, then this will impact the
achievement of wider outcomes for procurement and
create financial losses for Council due to:
> Unfavourable or sub-optimal contract terms;
> Missed opportunities to leverage bargaining power;
> Reduced service levels below community
expectations;
> Poor vendor performance;
> Inappropriate KPI's that promote or incentivise the
wrong vendor behaviours;
> Increased risk of fraud and corruption in the
appointment process; and
> Loss of trust and confidence.
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> Lack of a robust contract register to plan and manage Head of Procurement
vendor performance;
> Lack of standardised reporting and transparency over
vendor performance;
> Competitive market conditions resulting in lack of
available supplier resource in contractor market,
particularly the civil and construction areas across NZ that
will draw on the same expertise / supplier resource; and
> The complexity and impact of the broader outcomes
framework on suppliers and reporting requirements.

Current controls/risk treatments:
> Head of Procurement commenced in April 2021 to provide consistency of practices and capabilities,
to establish a framework to maximize commercial opportunities, performance standards, efficiency,
effectiveness and consistency of practices; and
> A procurement guide is available to staff that outlines the policy, process and practices.

Planned mitigation actions:
> Refresh enterprise wide contract register / system and manage centrally to provide better analysis
and management;
> Practices being reviewed to make sourcing easier and straightforward whilst maintaining the integrity
of processes;
> Review contract T&C's & KPI's to ensure we measure the right things and promote the right
behaviours. Consider contract structures e.g. evergreen contracts to lift performance and make
financial savings;
> Continuing to develop a procurement training framework;
> Include procurement practices and Council's approach in on-boarding of new staff.
> Work is underway on implementing a Contract Management module;
> Procurement practice 'guide' is currently under development; and
> On-going advice and guidance being provided across HCC business areas on procurement practice
as required which is leading to a shift in mindset around simplification of processes.
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11
Emergency management:
If planning and preparedness (readiness, reduction,
response, recovery) for emergencies are inadequate,
this may have many adverse impacts such as:
> public / staff harm;
> infrastructure failures;
> prolonged essential / critical service disruptions;
> additional financial costs / losses;
> failure to meet statutory requirements;
> environmental damages;
> community dissatisfaction;
> mental health and wellbeing issues;
> low development activities;
> homelessness; and
> loss of trust and confidence.

> Understanding and awareness of risks and hazard
Head of Emergency Management
mitigation is not at an optimal level;
> Increase in frequency and magnitude of adverse
weather events;
> Limitations on availability and management of
emergency resources;
> Unique characteristics of Lower Hutt residents (e.g.
demographics) and businesses (e.g. industry profile);
> Lack of strong resilience and business continuity plans
of key vendors / partners / stakeholders;
> Events such as COVID -19 resurgence or other
widespread public events, climate change, natural
hazards, strategic asset failures, terrorism etc;
> Limitations on availability of sufficiently trained and
experienced Civil Defence Emergency Management staff
to effectively plan, prepare, respond and recover to an
emergency event(s); and
> Loss of key experienced staff, in particular Welfare
function leads.

Current controls/risk treatments:
> Increase in emergency management staffing levels to provide better preparedness, planning and
response;
> Resourcing, training and integration with Wellington Regional Emergency Management Office and
use of the Coordinated Incident Management System;
> Coordination with central government, national, regional, local organisations; Statutory instruments:
CDEM Act 2002, Building Act 2004 & respective requirements, plans and guidelines;
> Continually educating the community about hazards and risks;
> Emergency Assistance Centres that can be established to host welfare and support services at
Walter Nash Taita Hub, Stokes Valley Koraunui Community Hub, Walter Mildenhall Regional Bowls
Centre, Fraser Park Sportsville;
> Insurance policies and government contribution to welfare and infrastructure rebuild costs;
> Development of the emergency management annual business plan, including KPI developed and
approved for HCC Emergency Management;
> Review of EOC staffing policies. Ongoing work around recruiting and training to increase EOC
capabilities; and
> Implement three year strategy presented to CE by Director Strategy and Engagement (Dec 21) to
address capability shortfalls in People, Platforms, Plans & Procedures and Partnerships.

Planned mitigation actions:
- Hazards and risk in land-use to be considered as part of district plan review and for consistency with
Regional Policy Statement;
- Establish Local Earthquake Response Planning;
- The Riverlink project - improve resilience to flood events from Kennedy Good Bridge to Ewen Bridge;
- Ongoing reviewing and updating of Business Continuity framework;
- Ongoing work being done to uplift community resilience and business continuity for local business;
and
- Work with other key stakeholders to ensure readiness for welfare i.e. food banks working in a coordinated way and homelessness assistance.
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12
Reputational Risk, Trust and Confidence:
If Council's actions, activities or decisions are not in line
with the 10 year plan / LTP, our values, vision, purpose,
and aligned with community expectations, this may
impact trust and confidence, reputation, council brand
and community satisfaction.

> Upcoming 2022 local government elections;
> Ineffective delivery of Council's major projects
programme. For example: Naenae swimming pool and
District Plan review;
> Inability to effectively execute Council's change
programme due to its size and scope; and
> Organisational restructure and culture.

Chief Executive

Current controls/risk treatments:
> Reviewing resourcing levels and priorities. Such as increasing resourcing where required;
> Satisfaction surveys of residents and staff;
Transparency, openness, integrity, accountability;
> Consistent application of policies and frameworks; and
> Proactive engagement with media and social media publications.

Planned controls/risk treatments:
> Post implementation review of completed projects (rubbish and recycling implementation) to feed
forward lessons learned into future projects; and
> Programmes of work to improve the condition of our asset stock.

13
COVID - 19
If our planning and response to the ongoing COVID 19 pandemic is not adequate, then continuing service
delivery, and the capital investment programme delivery
will be at risk with potential consequences of cost
escalations, service delivery failure and planned work
delayed.

Almost Certain
> Risk of staff, contractors or members of the public
Chief Executive
contracting COVID-19 with insignificant to severe
consequences (refer risk 1);
Secondary owner: Chief People
> Health and safety risk;
Officer
> Increased stress levels of staff from dealing with the
pandemic, overload of information, non-compliant
members of the public, job insecurity based on
vaccination requirements;
> Decrease in resilience due to the ongoing pandemic;
> Loss of staff as a result of mandated vaccinations;
> Decrease in visitor numbers at many Council facilities;
> Economic downturn may result in poverty in
communities; and
> Uncertainties surrounding the new Omicron variant that
is evolving.

Moderate

High
Current controls/risk treatments:
> Council is actively supporting vaccination drives throughout the city and region;
> Council have taken an education base approach to encourage staff to be vaccinated, through sharing
of information, and providing time during work to attend vaccination appointments;
> Health and Safety plans for each site / function which include physical barriers, mask wearing,
physical distancing, hand sanitiser, signage;
> Engaging with staff to get oversight of vaccination rates and to assist with improving health and
safety measures (survey completed with staff, regular meetings and communications by email/intranet);
> Council wide meetings are held at which the emerging Covid-19 situation is discussed and any
changes are raised. Regular updates are also provided to staff; and
> Mandatory vaccination requirements for those subject to the Public Health Order. This has been
communicated to affected staff and support together with vaccination information has been provided to
staff.

Planned controls/risk treatments:
> Council is working through implementing Government's guidance on use of vaccine certificates in
many optional locations and compulsory high-risk settings;
> Currently working through prioritisation of services for the next 18 months;
> Ongoing communication and matter raised to the attention of the Mayor and Councillors on the fast
moving environment; and
> Risk assessing role profiles to consider where COVID-19 vaccine may be required to minimise risk of
contracting or transmitting the virus.

DEM15-4-4 - 22/126 - Risk Management Update

Page 139

Attachment 1

DEM15-4-4 - 22/126 - Risk Management Update

RISK ASSESSMENT MATRIX

Top Risk Register - December 2021

Page 140

Attachment 1

DEM15-4-4 - 22/126 - Risk Management Update

Top Risk Register - December 2021

Page 141

142

15 February 2022

Audit and Risk Subcommittee
14 January 2022

File: (22/21)

Report no: ARSC2022/1/12

ComplyWith
Purpose of Report
1.

The purpose of this report is to present the key findings from the
ComplyWith survey on legal compliance.

Recommendation
That the Subcommittee receives and notes the contents of the report which
details the ComplyWith legal compliance survey and the key results of it.
Background
2.

Council is pleased to have introduced the “ComplyWith” tool to assist with
reporting and managing our compliance with the law. ComplyWith is a
software system that assigns legal obligations to staff within Council, based
on their role and responsibilities. It then requires those staff to report on
whether they have complied with those legal obligations. If they have not
complied or have partially complied, the system requires them to have a
“action plan” in place to achieve full compliance. The system then tracks
that action plan to make sure it is completed.

3.

ComplyWith is used by over 150 organisations in New Zealand, including
the Office of the Auditor- General and WorkSafe. It enables us to:
•

Identify the legal duties and obligations that apply to our work, and who
is responsible for each obligation.

•

Ensure our people are clear about what the law requires and can identify
our legal risks.

•

Track areas of risk and ensure there are action plans in place to resolve
them.

•

Keep up-to-date with legal change, and adapt to this if needed.
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Discussion
4.

The first ComplyWith survey covered the period between 1 May to 31
October 2021. The survey captured obligations under 109 Acts and
Regulations and went to 101 Council staff. Everyone who the survey was
assigned to completed it.

5.

Out of 2506 obligations reported against, 91 non-compliances (which
includes partial compliances) were reported. All non-compliances have an
action plan in place, with 25 of these non-compliances resolved at the time of
this reporting. These numbers are in the range of what we expected for our
first survey.

6.

A table summarising the actions to correct non-compliances is appended as
Appendix 1 of this report. All action plans are due to be resolved by 30 June
2022.
Reporting issues

7.

As this was the first time we have used the tool, some staff were unsure
about its purpose and their role in this, which resulted in the following
issues:
a.

Staff were being asked to certify that compliance was achieved and did
not feel comfortable doing that unless there was a “to the best of my
knowledge” qualifier, as there has been in some of our previous
compliance reporting. This resulted in some reporting partial
compliance in areas where we are compliant. Managers are working
through these responses with staff, and we will also raise this with
ComplyWith before the next survey.

b.

Some staff were new or did not know about the resolution of some
issues and so reported non-compliances that did not currently exist.

Overview of key results
Health and Safety
8. A number of areas for improvement were reported by the new Health, Safety
and Wellbeing Manager. On review, this was primarily because they were yet
to verify the current state of Council’s health and safety compliance, before
confirming full compliance. An additional health and safety staff member
has now been employed, which will improve oversight across the
organisation and assist with hazard management and audits. In addition,
health and safety training is scheduled for February and March 2022. This
will ensure responsibilities and processes in relation to health and safety are
understood and executed effectively across Council.
9. An event where exposure to hazardous substances may have occurred was
being investigated. Four recommendations were approved and are being
implemented.
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Managing Information
10. The Official Information Officer recorded that 5 official information or
privacy requests had not met the statutory deadline. This was due to a
number of factors, including some of these requests being complex human
resources requests that were difficult to collate with the system we were
using. The ability to retrieve this type of information will be dramatically
improved under the new HRIS (Human Resource Information System)
Council is implementing. In addition, there was a lack of resource to respond
to requests from some teams with a very high workload.
11. Four known issues were recorded against the Public Records Act 2005, where
staff noted that Standards are not being complied with. Work is in progress
to correct this and achieve compliance.
Buildings
12. In relation to Council’s responsibilities as an owner, occupier and user of
buildings, it was recorded that some fire safety checks of Council buildings
were delayed due to Covid and some fire evacuation procedures needed to
be updated. This work has been prioritised.
13. In relation to Council’s functions under the Building Act 2004 it was
recorded:
•

Some building consent applications, code of compliance certificates and
compliance schedules have not been processed within the statutory
deadline due to resourcing issues. Several non-compliances were also
reported relating to our Earthquake-prone buildings process.

•

As advised previously to the Infrastructure and Regulatory Committee
on 21 September 2021, there is an ongoing issue around the Building
Team being under-resourced due to departures. Council have been
recruiting for several months, however, the market is tight and this
continues to be a challenge. Resourcing in the quality assurance area has
now been alleviated by a new staff member starting in November 2021.
There has been a shortage of technical auditors being available from
around New Zealand due to Covid. Resourcing continues to be an area
of concern for us, and we are working closely with the Building Consent
Authority Accreditation body (IANZ) to ensure we can meet their
compliance requirements. A routine reassessment is currently
underway.

Employment
14. Non-compliances were reported in relation to Employment matters,
including:
•

Some background safety checks for Children's Workers were delayed due
to a changeover in the HR Coordinator role. This was subsequently
resolved and all safety checks are again being undertaken as part of the
pre-employment process.
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It was noted that analysis needs to be done on an ongoing basis to ensure
Council is and remains compliant with the Equal Pay Act 1972 obligations
to pay the same pay for the same work. The new HRIS will support
improved reporting, along with the Human Resources Systems and
Services Lead (yet to be appointed), who will be responsible for human
resources analytics.

Environment
15. In relation to Council's regulatory and planning functions under the Resource
Management Act 1991:
•

In some instances, statutory deadlines for processing resource consents
were not met due to high demand and resourcing issues. Consultants
were engaged and recruitment is currently underway.

•

The District Plan does not currently give effect to all national policy
statements or the regional policy statement. This will be addressed
through the District Plan review which is currently underway.

16. In relation to Council operations, two instances were reported:
•

Street cleaning contractors have been reminded to comply with noise
restrictions after some complaints were received.

•

During the reporting time period there was an exceedance of the number
of truck movements and noise levels at the cleanfill. The operator has
been requested to adjust practices to minimise these risks. Noise
monitoring reports are published on our website and shared with the
Community Liaison Group.

Delegations
17. Three issues with Council employees following delegations were reported.
Two have been resolved and one has an action plan in place. The Delegations
Register has been updated during this period to account for role and title
changes.
18. The next survey will be on 1 July 2022 covering the period between
1 November 2021 to 30 June 2022.
19. Council’s wholly-owned Council Controlled Organisations also implemented
ComplyWith. Their results have gone to their Chief Executive Officers and
Boards, in the first instance.
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Instances of Non Compliance

Instances of Non Compliance
Category
Buildings

Corrective actions set out as per the Action Plans
•
•
•

Health & Safety

•
•
•
•
•

Local Authority

•
•
•

Employment
Environment

•
•
•
Managing Information

•
•
•
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Resourcing in place
Continuous improvement in customer engagement
and third-party engagement
Continue to work closely with IANZ to ensure
compliance for BCA accreditation
Rolling out of the new HRIS system
Resourcing in place
Implementation of the District Plan review
Resourcing in place
Increase training opportunities for staff on reporting
requirements on Assura (H&S system) re: PPE,
health monitoring where hazards are identified
Resourcing in place
Update the Hazardous Substances Register
Continuous engagement with contractors to ensure
adherence to Health & Safety procedures
Development of the Remuneration and Employment
Policy
Initiate refund process under development
contributions
Review of Local Approved Products Policy under
Psychoactive Substances Act
Increase mandatory information obligations training
opportunities for all staff
Improving user awareness on Te Pataka (new
document management system)
Completing transition of the archives project to an
offsite storage facility
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Our Reference

22/30

TO:

Chair and Members
Audit and Risk Subcommittee

FROM:

Andrew Quinn

DATE:

18 January 2022

SUBJECT:

NAENAE POOL AND FITNESS CENTRE - PROGRESS
UPDATE

Recommendation
That the Subcommittee notes and receives the memorandum.
Purpose of Memorandum
1.

To provide an update to the Subcommittee on the progress and management
of the Naenae Project (pool and town centre development) since the last
meeting held on 20 October 2021.

Project update (Pool & Fitness Centre)
2.

Since the last report in October 2021, there has been good progress on the
Naenae Pool and Fitness Centre. Work is progressing on all aspects of the
project to maintain the programme agreed with Crown Infrastructure
Partners (CIP).

3.

We are mid-way through the design process. The current stage (developed
design) is underway and due to be completed in May 2022. During this
period the project team will update the concept design using feedback
submitted by the community and then prepare the application for resource
consent.

4.

This will be reviewed by Council’s own planners although it’s likely that an
external team of consultants will be used to process the application to
maintain independence of process.

5.

It is important that we communicate well with the community how their
feedback has been considered and we expect to publish this information
along with the public engagement in Feb/March 2022.

6.

We continue to make good progress on the demolition of the old pool. To
date the main roof structure has been removed and work is underway to
break up the old bleachers and administration block (see Appendix 1
attached to the report for the latest pictures from the site).

7.

Demolition work will continue through February and March to break up the
old pool tanks and other below ground structures. Up to 80% of the material
arising from the demolition is being recycled including the concrete which
will be crushed and re-used to fill in the basement tanks.
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8.

To date there have been no formal complaints or safety issues with the
demolition works. On some windy days however, the contractor has had to
employ dust suppression techniques, and this has proved to be effective.

9.

At the last meeting, we advised that work had begun to procure a Main
Contractor on an ‘Early Contractor Involvement or ECI basis, on the
recommendation of Crown Infrastructure Partners (CIP). As reported on the
‘Have Your Say’ website, Apollo Projects have been appointed to work with
the team to help finalise the design.

10. Apollo are a major player in the design and building of aquatic facilities and
have an impressive track record in successful delivery of similar sized
projects to Naenae Pool & Fitness Centre. Notably they are also working on
other shovel ready projects for local authorities in Gisborne (Gisborne
Olympic Pool), and in Christchurch; Taiora QEII Fitness Centre & Gym and
Linwood pool.
Naenae Town Centre development
11. Following the purchase of the old Naenae Post Office in December for
community purposes, work has begun with the Community Advisory
Group (CAG) on a co-design basis using Council’s own Urban Design team
to facilitate the process.
12. We expect to complete concept designs to share with the community in
March 2022.
Risk
13. The latest cost estimate and risk assessment of the Pool project was
undertaken by project QS Barnes Beagley Doherr at the preliminary design
stage and the results can be summarised thus:
a.

Allowing for risk, contingencies and opportunities, the anticipated final
cost of the Naenae Pool and Fitness Centre @90% confidence level is
$67.99M.

b.

The confidence level to deliver the project within the budget of $68.0M
can be expressed as 94% or there is a 6% probability that the budget will
be exceeded.

14. The twenty (20) top-rated risks for the Naenae Pool and Fitness Centre
project are reported to this Subcommittee and included in appendices 2 and
3 attached to the report. There are no major changes in the risk profile to
report, although the risk of COVID19 interruptions and delays continues to
be significant.
Financial Considerations
15. The project team reviewed and updated the current financial profile of the
project against the Long-Term Plan 2021-2031 (specifically for the 2022/23
Annual Plan). As reported above, the project is still tracking well to the
budget cap of $68.0M.
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Climate Change Impact and Considerations
16. The design team are developing environmentally sustainable technologies
working in conjunction with Callaghan Innovation. It is hoped that the
building once completed will achieve as a minimum, a Greenstar rating of 5
(New Zealand Excellence).
17. In November/December 2021, the Project Team undertook some additional
work to consider the feasibility of including PassiveHaus principles in the
Pool design. The decision was made not to adopt these principles given the
impact this would have on the deliverability and risk profile of the project.
Legal Considerations
18. There is no change to the legal position of the project.
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Quantitative Risk Assessment
Project: Naenae Pool
Principal: Hutt City council
Date: 22 December 2021
No. Description
1.0 Demolition Works
2.0 Aquatic & Fitness Centre

EE04
Unit

Quantity
1
5,362

Item
m2

Rate

QRA
Rate Input

Amount Quantity Input

Amount Input

955,000

955,000

1

955,000.00

955,000.00

7,135

38,260,000

5,362

7,135.40

38,260,000.00

2,975,000.00

2,975,000.00

3.0 Extra Value for 1No. Hydroslide, Moveable Floor & 1No.
Bulkhead

1

Item

2,975,000

2,975,000

4.0 F.F. & E

1

Item

995,000

995,000

1

995,000.00

995,000.00

5.0 Siteworks

1

Item

3,240,000

3,240,000

1

3,240,000.00

3,240,000.00

6.0 Future Cost Escalation

1

Item

5,175,000

5,175,000

1

5,175,000.00

5,175,000.00

7.0 Consultant & Consent Fees

1

Item

6,375,000

6,375,000

1

6,375,000

6,375,000.00

8.0 Council Direct Costs

1

Item

1,200,000

1,200,000

1

1,200,000.00

1,200,000.00

9.0 Community Artwork

1

Item

225,000

225,000

1

225,000.00

225,000.00

10.0 Insurance

1

Item

100,000

100,000

1

100,000.00

100,000.00

11.0 Extra Value for 5 Greenstar Rating (Above 4 Greenstar Base)

1

Item

2,515,000

2,515,000

1

2,515,000.00

2,515,000.00

62,015,000

Total

62,015,000

1,355,000.00
4,620,000.00

Contaminated soils
Contingency
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67,990,000

Estimate Total
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Risk Register (top twenty)

PROJECT RISK REGISTER
Naenae Pool and Fitness Centre Revision 1
Risk Exposure
Risk
ID
6

8

11

13

17

22

Category

Project Management

Design

Design

Financial

Governance

Engagement

Description

Adequate time for completion

Over complicating the design process
and buildability

Cause

COVID impacts to project

Lack of Iwi Engagement

Late changes in project resulting in delays and
additional costs, higher than specified
operational costs, quality issues and extended
programme.

- Completion of consultation for lessons learnt early in process
- Selection of competent design team following due diligence
- Reliance on council officers and project leaders to inform the board on all
consequences of any decisions they may make
- Clear communication of benefits/risks
- Careful expectation management of key stakeholders

Cost

Unexpected additional costs and programme
delays

- Early robust investigations (desktop and actual testing)
- Careful consideration of the founding works (pile selections, drilling
equipment, etc)
- Considering seasonal variations during testing
- Using local expertise in Hutt flood plain
- Regular project cost updates
- Review of cost impact of scope changes
- Review of cost impact of alternative materials / contractor selections

Schedule

- Lessons learnt
- Design Team equipped to operate remotely
- Expectations that anything that can be done is done (i.e. early procurement
of key elements)
- Consideration of use of products available locally
- Early identification of long lead time items for timely procurement
- Early engagement
- Comms plan

Cost

- Insufficient review of Lessons Learned from other
similar projects
- Degree of consultation not enough
- Inexperience or incorrect key team members
- Consent requirements not considering buildability
- Board makes decisions against advise of officers

- Insufficient controls and reporting protocols in place Increase in project cost

- Inability to find representative to engage with
- Availability of right person

Primary Risk
Driver
Schedule

- Client, consultant, contractor reputational
damage
- Delay in completion of the project
- Increase in cost
- CIP funding at risk

- Escalation costs due to covid-19
- Availability of material and personnel

Controls/Mitigations

- Setting and reviewing programmes regularly
- Identification and procurement of key elements / long lead items early
- Early ground investigations
- Early engagement with council regulatory to gain understanding
- Consent pre-application meetings
- Project has pre-assigned regulatory team members
- Community commination's plan (significant changes communicated etc.)
- Adequate contingency allowances in programme
- Identifying mitigations/options for expediting programme if slippage is seen
- Regular and ongoing communications with CIP
- ECI input into construction programme
- Engagement with project board
- Stakeholder mapping and management including utilities providers and DOC
- Staging of design/construction/utility work

- Incorrect initial duration estimate
- Unachievable time requirement
- Unexpected local work stoppages like changes in
COVID-19 Alert Levels
- Delays in deliveries from overseas
- Extreme weather conditions
- Natural disasters
- Unavailability of labour resources
- Changes in design
- Unexpected discovery of underground services,
asbestos or archaeological finds
- Delay in Resource and Building Consent approval
- Delay in issuing of Code of Compliance Certificate

Varying and poor ground conditions and - Insufficient testing and data interpretation
high water table
- Pockets of very poor ground conditions

Cost management & control

Consequence

Cost/Delay

- Lack of support for project from Iwi

Likelihood

40

41

48

Commissioning/Handov Inadequate soft handover and training
er
of staff for operation prior to full
operation

Construction

Project Management

Sustainability

Availability of materials

Co-ordination between pool and town
centre project

Cost impact of Greenstar and other
sustainability initiatives

- Lack of time
- Poor management
- Pressure to open
- Failure to identify appropriate staff / recruit
- Availability to participate

- Poor performance
- Safety
- Poor operation and financial impact
- Loss of confidence

- Local shortage of supply due to high demand
- Internationally sourced products and delays in
delivery to NZ

- Project delays
- Early procurement of key items
- Sourcing alternative products at higher cost and - Early identification of lead in time for procurement
at less than specified standard of quality.
- Source alternative products greater or equal quality
- Early sourcing by contractor and storage offsite
- ECI
- Consideration of available materials during design
- Consideration of locally available materials design
- Failing to meet pool/spatial plan objectives
- Clear hierarchy of decision making
- Board decision making
- Keep everyone informed on what is happening

- Timing of spatial plan projects
- Aspects of spatial plan that impact the pool design
- Pool impact on spatial plan
- Decision making by council officials
- Two sponsors of projects / potential conflicting
objective (Pool/Spatial plan)

- Sustainability initiatives may be result in higher capex - Potential redesign due to budget constraints,
design completion delay, additional design costs
- Unable to meet HCC sustainability ambitions
- Contribution to carbon zero commitments for
Council.
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- Involved in commissioning
- Early identification of team and need to recruit
- training of op staff
- Staff involved during design stage
- HCC to agree on operation model

Almost Certain

Response
Action Type

Major

Almost Certain

Major

Mitigation Actions

Almost Certain

Major

Very High

Almost Certain

Major

Very High

Cost

Mitigation

Likelihood

Consequence

Risk Score

Likely

Moderate

High

Possible

Moderate

Medium

Almost Certain

Moderate

High

Possible

Moderate

Medium

Almost Certain

Moderate

High

Likely

Moderate

High

Likely

Minor

Medium

Possible

Moderate

Medium

Likely

Moderate

High

Possible

Moderate

Medium

- Design gates at each stage
- ECI

Very High

Mitigation

Residual Exposure

-Early definition of project
programme including adequate
contingencies

Very High

Mitigation

- Early geotechnical
investigations including desktop
studies to inform further
investigations
- Change Management process
implemented

Mitigation

Almost Certain

Major

Reputation

Very High

Very High

Mitigation

Major

Quality / Outcome

- Early iwi engagement
- Development of comms plan
- identification of a
representative to be part of the
project team

Avoidance

Almost Certain

Major

Very High

Schedule

Transfer

Likely

Catastrophic

Very High

Reputation

- Design team to identify long
lead time items
-Review of Contractors
programme

Mitigation

Almost Certain

- Board decisions / trade-offs (aware of contribution to wider council picture)
- Whole of Life Cost (WOLC)
- Identification from Design Team to budget from Day 1
- Design team aware of requirements
- Design to be able to meet green star but not to initially certified

Risk Score

Mitigation

Almost Certain

27

Consequence

Mitigation Planning

Major

Very High

Cost

Mitigation

Likely

Catastrophic

Very High

- Design gates with cost estimate
at each stage including WOLC

Page 154

Attachment 3

Risk
ID
49

51

68

76

Risk Register (top twenty)

Category

Project Management

Design

Demolition

Financial

Description

CCTV and staff security

Consequence

-Requirements need to be incorporated into the
design
-Consideration of lighting with and external to the pool
-Staff safety and security needs to be considered in
design

- Passive surveillance around facility not provided
at night
- Security concerns for staff
- Lack of exterior lighting
- Risk of damage and crime in areas around
building

- Maintaining clear / good sightlines in design for operational staff
- Consideration of how the facility is opened and secured each day
- Operational requirements included in design
- Review of lighting - internal and external
- CCTV surveillance
- Security review

Health and Safety

- Passive surveillance not provided
-Security concerns for staff
-Lack of exterior lighting
- Risk of damage and crime in areas around
building

- Considerations for external lighting
- CCTV surveillance
- Operational requirements included in design

Health and Safety

Serious injury or death, damage to services
resulting in services disruption, damage to
property, delay in programme, additional cost

- Early services identification
- Early engagement of utility providers

Consideration of how to shut down and -Requirements need to be incorporated into the
secure facility each day
design
-Lack of lighting from pool when not operational will
impact on environment and needs to be considered
-Staff safety and security needs to be considered

Finding unexpected underground
services during demolition and
construction

- Insufficient scanning and locating of underground
services
- Insufficient consultation with relevant services
owners

CIP management - adjusting programme - Design delays impact programme
- Construction delays impacting programme
to meet funding requirements but
should there be delays this will impact
funding

Controls/Mitigations

Primary Risk
Driver

Cause

Likelihood

Almost Certain

Almost Certain

81

84

Design

Construction

Construction

Community pressure to preserve
heritage

Site safety

Market competition collapse due to
overcommitment

- Special interest groups
- District Planning Changes (heritage policy)

- Procedures not followed

Delays, change in scope and cost

- Safety incidents
- Serious injuries or death
- Work stoppage and programme delays

- Large number of projects in construction impacting - Lack of main tender ROI responses due to
contractor availability
existing commitments
- Procurement mechanism not favourable
- Perceived preferred contractor may limit other
contractors tendering

- Setting safety responsibility within contract
- Review of SSSP and regular safety audits
- Engagement with HCC/Contractor Safety Managers
- Engagement with HCC safety manager early
-Identification of suitable tenderers and contacting them to gauge interest
ahead of ROI release
- Open invitation ROI process
- Follow up with tenderers

Health and Safety

Construction

Resouce Consent delayed, impacting on - Delay in approval of preliminary design
building consents and construction start - Delay in completion of techincal reports
- Requirement for consent to be notified

Project Management

Earthquakes

- Earthquake

Likely

Catastrophic

Very High

Likely

Catastrophic

Very High

Mitigation Actions

- Sightlines incorporated into
design
- Consideration of lighting
- CCTV surveillance
- End user engagement and
SOP's
- Security review
- Considerations for external
lighting
- CCTV surveillance
- End user engagement and
SOP's
- Security review
- Early consultation with services
providers
- Archive search for historical
records
- Requirement for services
identification included in
demolition and construction
contracts
-All project team members
informed of CIP dates
- Programme contingency to be
included where possible
- Design stages to proceed
concurrent with client approval
- ECI contract strategy to enable
early procurement of long lead
time items and to enable early
works packages to proceed
ahead of design completion.

Likelihood

Consequence

Risk Score

Unlikely

Minor

Medium

Unlikely

Moderate

Medium

Likely

Major

High

Possible

Major

High

Likely

Moderate

High

Possible

Major

High

Likely

Major

High

Almost Certain

Moderate

High

Likely

Catastrophic

Very High

- Engage heritage architect for
early advise

Mitigation

Cost

Very High

Mitigation

Catastrophic

Very High

Mitigation

Major

Schedule

Acceptance

Likely
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Mitigation

Catastrophic

- Delays to start of construction or application for - Early engagement with consenting authorities to identify requirements and
Schedule
building consent
whether consent will be notified
- Delays to enabling works within the site
- Commencement of AEE and consent application prior to completion of design
- Commencement of technical reports as soon as information is available
- Robust consultation with all affected stakeholders prior to consent
lodgement

Project progress stoppage and programme delays - Remote working, similar to covid
Damage to structures
- Review of structural stability post EQ if during construction
Additional costs

Very High

Mitigation

Almost Certain

86

Catastrophic

Very High

Likely

85

Mitigation

Mitigation

Cost
-All project team members informed of CIP dates
- Programme contingency to be included where possible
- Design stages to proceed concurrent with client approval
- ECI contract strategy to enable early procurement of long lead time items and
to enable early works packages to proceed ahead of design completion.

Reputation

Mitigation

Major

Health and Safety

- Early engagement of heritage architect prior to commencement of design
- Input into district planning review
- Design team to incorporate heritage architect recommendations
- Communication with stakeholders

Response
Action Type

Major

Very High

Almost Certain

79

Risk Score

Very High

Likely

- CIP milestone dates not achieved and funding
may be jeopardised.

Consequence

Catastrophic

Very High

-Identification of suitable
tenderers and contacting them
to gauge interest ahead of ROI
release
- Open invitation ROI process
- Follow up with tenderers

- Early engagement with
consenting authorities to
identify requirements and
whether consent will be notified
- Commencement of AEE and
consent application prior to
completion of design
- Commencement of technical
reports as soon as information is
available
- Robust consultation with all
affected stakeholders prior to
consent lodgement
- Remote working, similar to
covid
- Safety plans are in place and
consider earthquake risk
- Review of structural stability
post EQ if during construction
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Recommendation
That the work programme be received and noted.
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Description

Author

Cycle 2
19 April
2022

Cycle 3
28 June
2022

√

√

√

√

√

√

Cycle 4
30 August
2022

Holidays Act Remediation Project

Democracy
Advisor
A Leong/JLivschitz

Eastern Bays Shared Path Project
Update
Managing COVID Risks

J Kingsbury/K
Puketapu-Dentice
C Ellis

√

√

√

√

√

√

A Quinn/A
Blackshaw
T Biggin/K
Riverlink Project Update
Puketapu-Dentice
Update on Petone Wharf Refurbishment K Crandle/A
Blackshaw
Project
B Wu/J Livschitz
Review of Sensitive Expenditure Policy

√

√

√

Committee Work Programme

Naenae Projects Update

√

√

√

√

√

Cyber Security

P Baker/L Allott

External Audit Update – Hutt City
Council
Seismic Performance Register –
quarterly update (report to Council six
monthly)
Cash Handling Review
Sensitive Expenditure Disclosures
ComplyWith – Legal Compliance

B Wu/J Livschitz

√

A Laban/K
Puketapu-Dentice

√

N Reddy/J Livschitz
B Wu/ J Livschitz
L Siriwardena/B
Cato
N Reddy/J Livschitz

√
√

Risk Management Update
Page 157

Tax Risk Governance Framework
(annual update)

D Newth/J Livschitz

√

√
√

√
√

Cycle 4 (Annual
Report)
28 September
2022

Audit and Risk Subcommittee Work Programme 2022
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D Newth/J Livschitz

√

D Newth/J Livschitz

√

J Griffiths/J
Livschitz

√

Attachment 1

√
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External Audit Update - Seaview Marina
Limited (semi-annual report)
External Audit Update - Urban Plus
Limited (Parent and Group) (semiannual report)
Hutt City Council Group Annual Report
2021/22

