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Governance Information

Committee Members

External Member:
Mr Ian Armstrong (Chairperson)

Mayor Phil Nixon
Councillor Andy Beccard
Councillor Gary Brown
Councillor Jack Rangiwahia
Councillor Chris Young

Delegations

The primary purpose of the Audit and Risk Committee is to:

∑ Review the quarterly financial and non-financial reports of the Council; 
∑ Oversee the relationship between the Council and its external auditor;
∑ Consider the Audit Management Report undertaken for the Annual Report and Long 

Term Plan and monitor progress against that;
∑ Receive and consider reports on the Council’s internal and external borrowing;
∑ Provide oversight and monitoring of the Council’s risk management framework;
∑ Provide oversight and monitoring of Council’s Long Term Investment Fund; and
∑ Oversee the relationship with the Council’s Investment Advisors and Fund Managers.

The Audit and Risk Committee is made up of the Mayor, an external member, and four 
councillors.

Health and Safety Message

In the event of an emergency, please follow the instructions of Council staff.

If there is an earthquake – drop, cover and hold where possible. Please remain where you 
are until further instruction is given.

Conflicts of Interest

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

Leave of Absence

The Council may grant a member leave of absence following an application from that 
member. Leave of absences will be held in the Public Excluded section of the meeting.
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2. Open Forum

The Council has set aside time for members of the public to speak in the public forum 
at the commencement of each Council, Committee and Community Board meeting (up 
to 10 minutes per person/organisation) when these meetings are open to the public. 
Permission of the Mayor or Chairperson is required for any person wishing to speak at 
the public forum.

2
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Committee Minutes
To Audit and Risk Committee 

Date 12 February 2020

Subject Audit and Risk Committee – 18 November 2019

(This report shall not be construed as policy until adopted by full Council)

Executive Summary

1. The Audit and Risk Committee is being asked to adopt the minutes from Monday 
18 November 2019 as a true and correct record.

2. There were no recommendations within the minutes for the Council to consider.

Recommendation

THAT the Audit and Risk Committee adopts the minutes of the meeting held on 
18 November 2019 as a true and correct record.
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Audit and Risk Committee Meeting 
 
 

Minutes of the Audit and Risk Committee Meeting of the South Taranaki District Council held 
in the Council Chamber, Albion Street, Hāwera on Monday 18 November 2019 at 11.00 am. 
 

 
PRESENT: Mr Ian Armstrong (Chairperson), Mayor Phil Nixon, Councillors 

Andy Beccard, Gary Brown, Jack Rangiwahia and Chris Young. 
 
IN ATTENDANCE:        Waid Crockett (Chief Executive), Liam Dagg (Group Manager 

Environmental Services), Fiona Greenhill (Group Manager 
Community and Infrastructure Services), Phillippa Wilson (Group 
Manager Corporate Services), Vipul Mehta (Finance Manager), 
Garry Morris (Financial Accountant), Ahmed Mohamed (Risk and 
Internal Audit Manager, Brodie Catterick and Garth Gregory 
(Mercers) and Sara Dymond (Governance Officer). 

 
APOLOGIES: Nil. 
 
 
1 Confirmation of Minutes 

 
1.1 Audit and Risk Committee meeting held on 14 August 2019 
 
There were several action items from this meeting that updates had not been included 
in this agenda. These would be captured in the matters arising to ensure a response 
was provided. 
 
RESOLUTION  (Cr Beccard/Mayor Nixon) 

 
46/19 AR THAT the Audit and Risk Committee adopts the minutes of the meeting held on 

14 August 2019 as a true and correct record. 
 

CARRIED 
 

 
2 Quarterly Financial Report  

 
2.1 Quarterly Financial Report for period ending 30 September 2019 
 
This report contained the Financial Variance Report and the Performance Measures 
Report for the first quarter of the financial year to 30 September 2019. The report 
contained commentary on variances for the Council’s activities and support centres, and 
management comments on variances had been included where relevant. Overall the 
Council’s Consolidated Operating Expenditure Statement showed a surplus of 
$1,571,446 against a budgeted surplus of $1,000,211 before accounting adjustments. 
 
Income was down primarily due to NZ Transport Authority claims and targeted rates. 
The Long Term Investment Fund (LTIF) income was $2,564,507 more than expected 
due to strong market conditions. The LTIF totalled $151.46m for the first quarter and the 
total borrowing was $128.51m which included external borrowing of $113.6m and 
internal borrowing of $14.91m. The weighted average interest rate on external debt was 
now 4.93% which resulted in a reduction in interest rate charges for the warmer homes 
scheme.  
 
Mr Mehta highlighted that interest rates would decrease in the future. 
 

3
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Councillor Beccard raised several questions that primarily related to the lack of 
commentary in the report. He felt that this would assist councillors and reduce the 
number of questions.  
 
In terms of swap contracts Mr Mehta would include additional information in the future. 
 
In response to why the income for corporate activities was 354% over Mrs Wilson 
clarified that the LTIF sat in that area as it was spread across the whole organisation 
and not a specific group. 
 
In relation to the income and expenditure report for Building Control, Councillor Beccard 
highlighted the need to increase the fees and charges to ensure there was enough cost 
recovery to carry out the work. Mr Armstrong noted that the Council had an opportunity 
to revise the charges on an annual basis. 
 
Mr Crockett noted that Council staff would review how the report was structured to 
include what the Council was doing to resolve matters, for example over expenditure or 
under revenue and include commentary on key drivers in the summary of the financial 
reporting. 
 
Clarification was sought around the South Taranaki District Council Disaster Recovery 
Site out of the District. Mrs Wilson explained that this was an item under the capital 
expenditure for IT and it was intended that the Council have a site out of the area in case 
of a disaster.   
 
Councillor Beccard queried the amount for the Town Centre Project Professional Fees. 
Ms Greenhill clarified that this was mainly for professional fees for Te Raumanui and 
legal fees for purchasing of property. 
 
In response to Mayor Nixon’s query on the Standby Electrical Generation Expense of 
$141,071 Ms Greenhill provided clarification that this was to purchase two large 
generators that would be permanently located at the Hāwera Wastewater Treatment 
Plant and York Street in Pātea. Councillor Young questioned whether this expenditure 
would meet future water quality requirements. Ms Greenhill confirmed that in the future 
overflow due to power outages would not be acceptable however this would mitigate 
those risks. 
 
In regards to the capital expenditure on roading Councillor Young asked why the year 
to date review and year to date actual figures were considerably different. Mr Crockett 
explained that generally roading expenditure occurred during the warmer months for 
example reseal programmes which required certain temperatures.  
 
Mr Crockett explained that the Roading teams’ professional services budget had been 
brought entirely in house with a full complement of positions. It had been working 
effectively and he had received positive feedback. Roading Asset Management System 
improvements would be made to allow for better planning and scheduling maintenance 
and capital programme.  
 
A large amount of work had been undertaken on the Capital Works Programme and 
implementation of the Project Management Framework was underway. Work on 
ensuring what the Council could deliver was being carried out. Mr Crockett was confident 
with the delivery of the Capital Works Programme and expected the percentage delivery 
would increase by year end.  
 
In response to the request for an update on the District Plan Mr Dagg explained that the 
Council had submitted their closing submissions and were now awaiting the decision of 
the Environment Court. Work was being carried out in response to matters raised at the 
previous hearing around risk for high hazardous sights. Mr Armstrong noted that South 
Taranaki was a test case for the petrochemical industry through this process that cost 
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the rate payers a considerable amount of money and asked if this had resulted in 
anything from Central Government. Mr Dagg replied that Central Government were 
benign in this space.   
 
With the official cash rate not changing and there being a lot of commentary that interests 
rates had hit the bottom Mr Armstrong asked if this had exercised the Council’s mind in 
terms of the Councils debt/hedge position moving forward. Mr Mehta explained that the 
Council had undertaken some blending going forward and this would be concentrated 
on over the next six to 12 months. 
 
Mayor Nixon noted that although there had been progress with regards to consents, he 
remained concerned with consents being managed in a timely manner. Mr Dagg 
highlighted that the Council were challenged by responding to the areas of non-
performance from IANZ. The Council had accreditation however were working towards 
demonstrating that the number of consents could be managed. A challenge was 
balancing the processing with the need to undertake inspections.  
 
Mayor Nixon asked for confirmation on what three coastal structures had non-
compliance issues. Ms Greenhill clarified that the coastal structures included Mana Bay 
sea wall in Pātea, access at the bottom of Waihi Beach and wash out on Bayley Road 
sea wall. The Council were currently working on agreed project scopes with the Taranaki 
Regional Council to ensure that work was to their satisfaction. 
 
Mr Armstrong had concerns in relation to civil defence and staff turnover. Mr Crockett 
noted that this was an issue highlighted in terms of filling roles however the Council 
worked collaboratively across the Region so in an event the Council could call on their 
neighbours to assist. An active programme was underway bringing staff up to speed in 
Civil Defence. 
 
Mr Armstrong felt there was a lack of support for groups in the District which he believed 
was a resourcing issue. Mr Crockett would seek commentary from TEMO and report 
back to the Committee. He was attending a Civil Defence Emergency Meeting this week 
where he would raise this. Mayor Nixon felt it would be beneficial for trained staff from 
other areas which could help with the management of a civil defence emergency.  
 
RESOLUTION (Cr Brown/Cr Young) 

 
47/19 AR THAT the Audit and Risk Committee receives the Quarterly Financial Report for 

period ending 30 September 2019. 
 

CARRIED 
 
 
3 Information Reports 

 
3.1 Mercer Quarterly Investment Report – Brodie Catterick and Garth Gregory 
 
Every three years Mercers looked at the portfolio called Strategic Asset Allocations. The 
Council’s fund had a 60% allocation to growth and a 40% allocation to defensive assets. 
 
Over the quarter the market was positive across the board especially for New Zealand 
Investors who were unhedged. The LTIF had a large proportion of exposure to overseas 
currency which resulted in a hedged return of 1.5% and unhedged of 8% over the quarter 
that meant the LTIF returned 3.3% for the quarter ahead of benchmark. The long term 
investment objective returned 4% after inflation and fees and the Fund over the last ten 
years returned 7.9%.  
 
The Fund’s asset allocation at the end of the quarter was within the ranges set by the 
Council. At the end of the quarter the Fund was at $151.5m which grew over the quarter 
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with a positive return. The Investment Fluctuation Reserve was estimated at $31m at 
the end of the quarter which was 26% of the real capital base.  
 
In relation to the net real return objective of 4% the Council agreed to accept Councillor 
Beccard asked if the reduction had been premature. Mr Gregory explained that the 
model demonstrated that they were at the end of a cycle.   
 
Councillor Beccard asked for an explanation from officers on the difference between the 
Council expecting 4% of the net real return objective to 4.5% and how this affected the 
budgets. Mr Mehta commented that this would result in the Council budgeting an 
additional $750,000 or more per annum.  
 
In terms of the Investment Fluctuation Reserve Mr Armstrong noted that this had not 
factored the additional expenditure for the community building. The draw offer would be 
considerably higher than at present. 
 
RESOLUTION (Cr Beccard/Cr Rangiwahia) 

 
48/19 AR THAT the Audit and Risk Committee receives the Mercer Quarterly Investment 

report. 
 

CARRIED 
 

3.2 Outstanding Debt as at 30 September 2019 
 
The report contained financial variance information relating to age trial balances for all 
debtors and the variance of outstanding debt for rates up to 30 September 2019. Overall, 
the age trial balance has increased between August and September 2019 by $1,488,845 
to $5,299,284. This was primarily due to water by meter rates which were invoiced during 
the first quarter. 
 
Mr Mehta noted that the Council were in the process of recruiting a position to 
concentrate on debt collection. 
 
RESOLUTION (Cr Young/Cr Beccard) 

 
49/19 AR THAT the Audit and Risk Committee receives the Outstanding Debt report as at 

30 September 2019. 
 

CARRIED 
 

3.3 Audit and Risk Committee - Work Plan  
 
The report presented the Audit and Risk Committee’s work plan for 2019/2020. 
 
RESOLUTION (Cr Brown/Cr Rangiwahia) 

 
50/19 AR THAT the Audit and Risk Committee receives the work plan for 2019/2020. 

 
CARRIED 

 
3.4 Risk Management Update Report 
 
The report provided information to the Audit and Risk Committee on the Council’s 
Strategic Risks and the Risk Management Improvement Plan. 
 
In relation to the split between risk and audit Mr Crockett explained that the Council had 
undertaken a lot of work around the risk management framework and its implementation 
and the work currently being carried out was around staff education. Internal Audit work 
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had already been undertaken in terms of setting the terms of reference, setting the 
internal audit plan and charter. 
 
Mayor Nixon noted that recently the consenting process had not been carried out in a 
timely manner which he believed was a risk of development in the District. He believed 
the regulatory staff were enablers helping the District grow. 

 
RESOLUTION (Cr Beccard/Mayor Nixon) 

 
51/19 AR THAT the Audit and Risk Committee receives the Risk Management update report. 

 
CARRIED 

 
3.5 Internal Audit Function Report 
 
The report provided an update on the status of the Internal Audit processes since the 
last Audit and Risk Committee meeting and included an update on the open 
recommendations from previous internal audits. 
 
The Internal Audit Plan would be circulated to the Committee. The Council were looking 
at changing the priority of the areas of review. A report would be presented to the 
Committee to confirm this.  

 
RESOLUTION (Cr Rangiwahia/Cr Brown) 

 
52/19 AR THAT the Audit and Risk Committee receives the Internal Audit Function Report. 

 
CARRIED 

 
 
4 Matters Arising 

 
Procurement and Contract Management 
A plan would be developed to progress this further. 
 
Health and Safety Governance Roles 
The responsibilities under health and safety was a part of the induction for new elected 
members. This Committee would workshop any health and safety related matters and 
provide recommendations to the Council for their consideration. 
 
The Committee adjourned the meeting at 12.15 pm and reconvened the meeting at 
12.50 pm. 

 
 

5 Resolution to Exclude the Public 
  

RESOLUTION (Cr Brown/Cr Beccard) 
 

53/19 AR THAT the public be excluded from the following parts of the proceedings of this 
meeting, namely: 

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

Reason for passing 
this resolution in 
relation to each 
matter 

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

 
 1. Presentation - PwC 

 
 
 

Good reason to withhold 
exists under Section 7. 

 
 
 
 

That the public conduct of the relevant 
part of the proceedings of the meeting 

would be likely to result in the disclosure 
of information for which good reason for 

withholding exists. 
Section 48(1)(a) 

 2. Confirmation of Minutes 14 
August 2019 
 

 3. Mercer Quarterly 
Investment Report 

 4. Committee Discussion 
(without Council officers) 

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

 
Item No Interest 
1, 2, 3 Enable any local authority holding the information to carry on, without prejudice or 

disadvantage, negotiations (including commercial and industrial negotiations) (Schedule 
7(2)(i)). 

4 Maintain the effective conduct of public affairs through the protection of members or 
officers or employees of the Council, and persons to whom Section 2(5) of the Local 
Government Official Information and Meetings Act 1987 applies in the course of their 
duty, from improper pressure or harassment (Schedule 7(2)(f)(ii)). 

 
 

CARRIED 
 

 
6 Resume Open Meeting 
 

RESOLUTION        (Cr Beccard/Cr Brown) 
 
56/19 AR THAT the Audit and Risk Committee resumes in open meeting. 

 
CARRIED 

 
 
 
 

The meeting concluded at 2.36 pm. 
 

Dated this         day of                                  2019.  
 
 
 
 
 
 
 

…………………………………………. 
CHAIRPERSON 
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Report 
 
  

To Audit and Risk Committee 
From Finance Manager, Vipul Mehta 
Date 7 February 2020 
Subject Quarterly Financial Report for period ending 31 December 2019 

(This report shall not be construed as policy until adopted by full Council) 
 
Executive Summary 
 
1. This report contains the Financial Variance Report and the Performance Measures 

Report for the second quarter of the financial year to 31 December 2019. The report 
contains Council officer’s commentary on variances for the Council’s activities and 
support centres, and management comments on variances have also been included 
where relevant. 

 
2. Overall the Council’s Consolidated Operating Expenditure Statement shows a surplus of 

$3,319,984 against a budgeted surplus of $2,001,496 before accounting adjustments. 
 

 
Recommendation 
 
THAT the Audit and Risk Committee receives the Second Quarter Financial Report for the 
period ending 31 December 2019. 
 
 
Expenditure 
 
3. Total operational expenditure is $257,630 under budget. Direct Costs are $149,247 or 

1% over budget. 
 
4. Interest paid is $226,686 or 6% underspent due to timing and delays with capital projects. 
 
5. Depreciation is $257,137 over budget due to a change in Roading depreciation as a 

result of Audit NZ recommendations during 2018/19 final audit. 
 

6. Personnel costs are $437,329 underspent due to current staff vacancies. 
 
 
Income 

 
7. Total income is over budget by $1,060,858. The Long-Term Investment Fund (LTIF) 

income was $3,548,650 more than expected due to strong market conditions. The User 
Fees and Charges income was down by $160,061 mainly due to the timing of wastewater 
treatment charges for the large industries and internal changes between Hāwera and 
Eltham wastewater treatment yet to be charged. The Grants and Subsidies income was 
under budget by $916,298 mainly due to NZTA subsidies as a result of the timing of 
roading projects. Capital contributions were 1,400,168 or 84% under budget as a result 
of Town Centre external funding yet to come to fruition.  

 
Accounting Adjustments 

4
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8. The accounting adjustment relates to a gain on derivative (swaps) contracts of $979,619. 
 
 
Capital Expenditure – Wastewater PJ 10074 (Hawera WWTP – Desludge 
Anaerobic Lagoon) and PJ 13077 (Waiinu WWTP plant relocation) 
 
9. The PJ 10074 had a revised budget of $682,998 in 2018/19, at the end of the financial 

year 30 June 2019, the remaining balance of the project was deferred to year 2020/21 
as a result of negotiations with Silver Fern Farms. However due to issues with the lagoon 
we have prioritised this work in the current financial year. We are forecasting $962,040 
for the completion of this project. The current financial year has a budget of $189,006, 
CE has approved bringing forward the remaining budget of $662,980 that was deferred 
to 2020/21. A further $110,054 was also transferred from PJ 15361 to PJ 10074 to fund 
this work. 

 
10. The forecast for PJ 13077 is $1,250,000, however it only has a budget of $854,954. The 

shortfall of $395,046 is unbudgeted and will need to be funded from either savings from 
other wastewater projects or from loan funding. The budget was overspent due to 
adjustments that had to be made, once the project was underway, caused by the high 
water table and the need for an enlarged disposal field. 

 
 
Long Term Investment Fund (LTIF) 
 
11. As at 31 December 2019, the invested assets of the LTIF totalled $152.15m. The 

performance is shown below with the summary extracted from Mercer’s quarterly 
investment report.  

 
12. The total income from the LTIF is $7.75m against budget income of $4.55m due to strong 

market conditions. 
 

Sector Manager Assets $m Allocation % 

Trans-Tasman Equities Nikko 19.78 13.0% 
Global Equities ANZ 39.56 26.0% 
Alternatives Mercer 8.78 5.8% 
Low Volatility Mercer 10.69 7.0% 
Listed Infrastructure First state 7.78 5.1% 
Global Property  Mercer 7.74 5.1% 
NZ Fixed Interest Harbour 13.84 9.1% 
Cash ANZ 11.07 7.3% 
Global Fixed Interest Tower 15.90 10.5% 
Sub-total  135.14 88.9% 
Internal Borrowings STDC 14.91 9.8% 
WPC Term Deposit STDC 2.10 1.3% 
Total LTIF  152.15 100.00% 

 
13. The gross time-weighted return for the quarter to 31 December 2019 was 2.0%, 0.5% 

above the benchmark. 
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Borrowing 
 
14. Total borrowing is $128.01m as at 31 December 2019 including external borrowing of 

$113.10m and internal borrowing of $14.91m. 
 

15. The weighted average interest rate on external debt for the quarter ending 31 December 
2019 is 4.96%. 

 
 
 

 
 
 
 
   

 [Approved by]  
Vipul Mehta Marianne Archibald 
Finance Manager Group Manager Corporate Services 
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Non-Financial Performance Measures for Quarter Two as at 31 December 2019 
 

 
Achieved/On Track 

 
At Risk 

 
Not Achieved/Not on Target 

 Q# This measure can only be reported on in a certain quarter 

N/A This measure is not applicable for this year 
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Democracy & Leadership 

 
Level of Service Performance Measure 

C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

We make well informed 
decisions that support the 
current and future needs of 
the community, in an open 
and transparent manner. 
 

(C) % of residents who feel that 
the Council is moving in the 
right direction.  

 

≥ 80% Q4 Q4 

The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 

(C) % of residents who agree 
decisions made by Council 
represent the best interests of 
the District. 

≥ 70% Q4 Q4 

The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 

We engage with our 
community and provide 
opportunities for the 
community to participate 
in decision-making. 

(C) % of residents who are 
satisfied or neutral with their 
opportunity to participate in 
Council decision- making  
processes. 

≥ 80% Q4 Q4 

The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 

We keep residents 
informed of Council 
activities through a variety 
of media. 

(C) % of residents who know 
where to access Council 
information when they want it 
(website, newspaper, Libraries, 
Contact Centre). 

≥ 85% Q4 Q4 

The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 

We have strong 
relationships with local Iwi 
and work together in a 
range of ways so that their 
perspectives inform our 
decisions. 

Iwi representatives are 
appointed to the Iwi Liaison 
Committee and the Council's 
standing committees. 

 Achieved 1. Achieved 
2. Not achieved 

 

1. Iwi representatives have been appointed to 
the Iwi Liaison Committee by the relevant Iwi. 
 

2. One representative has been appointed to the 
Community Services Portfilio Group and one 
to the Infrastructure Portfolio Group. The 
appointment of Iwi representatives onto 
Standing Committees is still a work in 
progress. 
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Water Supply 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

The water supply is 
accessible and 
reliable. 
 

(C) Number of complaints 
received about continuity of 
supply (per 1,000 connections). 

DIA Performance Measure 4d 

≤ 10 2.62 

 

1.40 complaints per 1,000 connections were 
received in Q2 and 2.62 for the year to date. 

(T) Duration of water outage to 
comply with the Health Drinking 
Water Amendment Act. 

≤ 8 hrs 0 

 

There were no shutdowns lasting 8 hours or 
more in Q1 or Q2.   

(T) Median response time for 
service personnel to attend urgent 
call-out. 

DIA Performance Measure 3a 

≤ 2 hrs 42 min 

 

The median response time for service personnel 
to attend urgent call-outs was 49 minutes in Q2 
and 42 minutes for the year to date.  

(T) Median response time for 
service personnel to resolve 
urgent call-out (P1 < 250 mm 
diameter main). 

DIA Performance Measure 3b 

≤ 5 hrs 59 min 

 

The median time for service personnel to resolve 
urgent call-outs (< 250 mm diameter main) was 
90 minutes in Q2 and 59 minutes for the year to 
date.  

(T) Median response time for 
service personnel to resolve 
urgent call-out (P1 ≥ 250 mm 
diameter main). 

DIA Performance Measure 3b 

≤ 9 hrs 0 

 

There have been no urgent call-outs recorded for 
mains ≥ 250 mm diameter in the year to date.   

(T) Median response time for 
service personnel to attend non-
urgent call-out (P2). 

DIA Performance Measure 3c 
≤ 2 days 1d/21h/12m 

 

The median response time for service personnel 
to attend non-urgent call-outs (P2) was 2 days, 3 
hours and 31 minutes in Q2 and 1 day, 21 hours 
and 12 minutes for the year to date.  
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

The water supply is 
accessible and 
reliable. 
 

(T) Median response time for 
service personnel to attend non-
urgent call-out (P3). 

DIA Performance Measure 3c 
≤ 5 days 4d/19h/37m 

 

The median response time for service personnel 
to attend non-urgent call-outs (P3) was 4 days, 
19 hours and 37 minutes for Q2 and 4 days, 20 
hours and 25 minutes for the year to date.  
 

(T) Median response time for 
service personnel to resolve non-
urgent call-out (P2). 

DIA Performance Measure 3d ≤ 2 days 2d/2h/58m 
 

The median resolution time for non-urgent call-
outs (P2) was 2 days, 32 hours and 24 minutes 
for Q2 and 2 days, 2 hours and 58 minutes for 
the year to date.  
There are some issues with completion dates 
being incorrectly entered. These will be followed 
up on. 

(T) Median response time for 
service personnel to resolve non-
urgent call-out (P3). 

DIA Performance Measure 3d ≤ 5 days 5d/23h/33m 
 

The median resolution time for non-urgent call-
outs (P3) was 4 days, 23 hours and 45 minutes 
in Q2 and 5 days, 23 hours and 33 minutes for 
the year to date.  
Following on from the comments against the 
measure above, completion dates for each of 
these CRMs will be cross-checked for the next 
quarter. 

Water supplied is 
clean and healthy. 
 
 
 

(T) Extent of compliance with 
current NZ Drinking Water 
Standards (for bacteria). 

DIA Performance Measure 1a 10/10 
Q1 10/10 

Q2 9/10 
 

All plants and reticulated networks complied with 
Drinking Water Standards NZ in Q1. 
Waverley failed to comply in Q2 due to an E.coli 
event in December 2019. Other supplies 
complied although Q2 is subject to DWA 
acceptance as a sample set was damaged in 
transit to the Lab. 

(T) Extent of compliance with NZ 
Drinking Water Standards (for 
protozoa). 

DIA Performance Measure 1b 

10/10 
Q1 8/10 

Q2 7/10 
 

The two ‘small supplies’ at Wai-inu and Waverley 
Beach are upgraded to comply in 2020. Kapuni 
plant, rack 3, missed a membrane integrity test 
on 26 October 2019 – compliance subject to 
DWA consideration. 
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Water supplied is 
clean and healthy. 
 

(T) Water Safety Plans approved 
by DHB. 

10/10 
Q1 6/10 

Q2 7/10 
 

‘Large and medium’ supplies have approved 
Plans as required by the Health Act. 

Plans for the ‘small supplies’ at Inaha, Waverley 
Beach and Wai-inu are currently in draft. Rahotu 
is to be updated. These are not a requirement of 
the Act, although it is desirable. 

The water supply is 
managed 
sustainably.  

(T) % Water Losses. 

DIA Performance Measure 2 
≤ 10.5% Q4 Q4 

Annual measure to be calculated in Q4. 

 

(T) Average consumption of 
drinking water per day per 
resident. 

DIA Performance Measure 5 

≤ 350 L/c/d Q4 Q4 

Annual measure to be calculated in Q4. 

 

(T) % of compliance with resource 
consents for abstraction. 

100% 
Q1 79% 

Q2 65% 
 

In Q1 there were minor discharge variances at 
Eltham Opunake and Waimate West plants on 
19 days – these are subject to TRC approval. 

In Q2 there were minor discharge variances at 
Inaha, Opunake and Waimate West plants on 32 
days – these are subject to TRC consideration. 

Consumers are 
satisfied with the 
Water Supply 
service. 
 

Number of complaints received 
about drinking water clarity (per 
1,000 connections). 

DIA Performance Measure 4a 

≤ 3 1.40 
 

0.47 complaints about drinking water clarity per 
1,000 connections were received in Q2 and 1.40 
for the year to date.  

Number of complaints received 
about drinking water taste (per 
1,000 connections). 

DIA Performance Measure 4a 

≤ 3 0.28 
 

0.19 complaints about drinking water taste per 
1,000 connections were received in Q2 and 0.28 
for the year to date.  
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Consumers are 
satisfied with the 
Water Supply 
service. 

Number of complaints received 
about drinking water odour (per 
1,000 connections). 

DIA Performance Measure 4b 

≤ 3 3 

 

3 complaints about drinking water odour per 
1,000 connections were received in Q2 and 3 for 
the year to date.  

Number of complaints received 
about drinking water pressure or 
flow (per 1,000 connections). 

DIA Performance Measure 4c 

≤ 3 1.59 

 

0.65 complaints about drinking water pressure 
per 1,000 connections were received in Q2 and 
1.59 for the year to date.  

Number of complaints received 
about response to the above (per 
1,000 connections). 

DIA Performance Measure 4e 

≤ 2 0 

 

No reported complaints were received about 
response to the above in Q1 or Q2. 

(C) Total number of complaints 
(per 1000 connections).  

DIA Performance Measures 4a-
4e 

≤ 24 6.17 

 

2.99 complaints per 1,000 connections were 
received in Q2 and 6.17 for the year to date.  

(C) % of consumers are satisfied 
with the Water Supply overall. 

≥ 80% Q4 Q4 
The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 
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Stormwater 
 

 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Council provides a 
reliable stormwater 
system which prevents 
houses from flooding. 
 
 
 

(C) Number of reported flooding 
incidents of habitable properties. 

DIA Performance Measure 1a 
<10 0 

 

No flooding incidents of habitable properties were 
received for Q1 or Q2. 

(T) For each flooding event, the 
number of habitable floors affected 
per 1,000 properties rated for 
stormwater. 

DIA Performance Measure 1b 

≤ 1.0 0 

 

No flooding incidents of habitable properties were 
received for Q1 or Q2.  

The stormwater system 
is managed sustainably. 

(T) Number of abatement notices 
received by STDC for stormwater 
discharges. 

DIA Performance Measure 2a 

0 0 
 

No abatement notices were received for Q1 or 
Q2. 

(T) Number of infringement notices 
received by STDC for stormwater 
discharges. 

DIA Performance Measure 2b 

0 0 
 

No infringement notices were received for Q1 or 
Q2. 

(T) Number of enforcement orders 
received by STDC for stormwater 
discharges. 

DIA Performance Measure 2c 

0 0 
 

No enforcement orders were received for Q1 or 
Q2. 

(T) Number of successful 
prosecutions made against STDC for 
stormwater discharges. 

DIA Performance Measure 2d 

0 0 
 

No prosecutions were made against STDC in Q1 
or Q2. 
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Council will respond 
promptly to reports of 
flooding and customer 
requests. 

(C) Number of complaints received 
about stormwater system and 
response to issues (per 1,000 
connections). 

DIA Performance Measure 4 

≤ 1 0 

 

No complaints were received about the 
stormwater system or response to issues for Q1 
or Q2. 

(T) Median response time for service 
personnel to attend flooding event. 

DIA Performance Measure 3 
≤ 2 hrs 0 

 

No flooding events were reported in Q1 or Q2. 

Residents are satisfied 
with the Stormwater 
system. 

(C ) % of residents satisfied with the 
stormwater system. ≥ 80% Q4 Q4 

The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 
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Wastewater 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Sewage is managed 
without risk to public 
health. 

(C) Number of sewerage overflows 
into occupied buildings due to faults 
in the public wastewater system. 

0 0 

 

No sewage overflows occurred into occupied 
buildings due to faults in the public wastewater 
system for Q1 or Q2. 

(T) Median response time for service 
personnel to attend overflow. 

DIA Performance Measure 3a 
≤ 2 hrs 54 min 

 

The median response time for Q2 was 1 hour 
and 33 minutes and 54 minutes for the year to 
date. 

(T) Median response time for service 
personnel to resolve overflow. 

DIA Performance Measure 3b ≤ 5 hrs 4h/1m 

 

 

The median response time for Q2 was 5 hours 
and 17 minutes and 4 hours and 1 minute for the 
year to date.  

(C) Number of customer complaints 
per year relating to odours from 
wastewater pump stations or 
treatment facilities (per 1,000 
connections). 

DIA Performance Measure 4a 

≤ 1 0 

 

Zero complaints per 1,000 connections were 
received about odours from wastewater pump 
stations and/or treatment facilities for Q1 and for 
Q2. 
 

(C) Number of complaints received 
about sewerage system faults (per 
1,000 connections). 

DIA Performance Measure 4b 

≤ 25 21.04 
 

9.89 complaints per 1,000 connections were 
received about sewerage system faults for Q2 
and 21.04 for the year to date.  

(C) Number of complaints received 
about sewerage system blockages 
(per 1,000 connections). 

DIA Performance Measure 4c 

≤ 11 7.48 

 

3.42 complaints per 1,000 connections were 
received about sewerage system blockages in 
Q2 and 7.48 for the year to date.  
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Sewage is managed 
without risk to public 
health. 

(C) Number of complaints received 
about response to issues (per 1,000 
connections). 

DIA Performance Measure 4d 

≤ 3 0 

 

No reported complaints were received about 
response to issues for Q1 or Q2. 

(C) Total number of complaints (per 
1000 connections).  

DIA Performance Measure 4a-4d 
≤ 40 28.52 

 

13.31 complaints per 1,000 connections were 
received in Q2 and 28.52 for the year to date.  
 

(T) Number of dry weather overflows 
per 1,000 connections. 

DIA Performance Measure 1 
≤ 1 0.25 

 

0.13 dry weather overflows per 1,000 
connections were reported for Q2 and 0.25 for 
the year to date.   

(T) % of compliance with discharge 
standards. 100% 99.5% 

 

Although 100% compliance was achieved with 
discharge standards in Q1, 99.5% (1 of 193 
conditions were not met due to high outlet flows 
at the Manaia WWTP) during Q2. 

(T) Number of abatement notices 
received for discharges. 

DIA Performance Measure 2a 
0 0 

 

No abatement notices were received for 
discharges in Q1 or Q2. 

Sewage does not affect 
the quality of the 
environment. 

(T) Number of infringement notices 
received for discharges. 

DIA Performance Measure 2b 
0 0 

 

No infringement notices were received in Q1 or 
Q2. 

(T) Number of enforcement orders 
received for discharges. 

DIA Performance Measure 2c 
0 0 

 

No enforcement orders were received in Q1 or 
Q2. 

(T) Number of convictions received 
for discharges. 

DIA Performance Measure 2d 
0 0 

 

No convictions were received in Q1 or Q2. 
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Sewage does not affect 
the quality of the 
environment. 

(T) Annual rainfall – derived inflow 
and infiltration. 5% Q4 Q4 

This will be reported on in Q4. 

Residents are satisfied 
with Wastewater services 
overall. 

(C) % of consumers satisfied with the 
Wastewater services overall. ≥ 80% Q4 Q4 

The Annual Resident’s Survey will be 
undertaken in Q3 with the results published in 
Q4. 
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Solid Waste 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

A reliable weekly 
kerbside recycling and 
rubbish collection 
service is provided. 

(T) Number of complaints received 
for genuine missed collection that are 
not resolved (average per month). 

2 0.8 

 

An average of 0.7 complaints were received per 
month during Q2 for a missed collection that was not 
resolved within 48 hours and 0.8 for the year to date.  

(C) % of customers satisfied with the 
Solid Waste collection service. ≥ 90% Q4 Q4 

The Annual Resident’s Survey will be undertaken in 
Q3 with the results published in Q4. 

A reliable, well managed 
(user pays) fortnightly 
kerbside greenwaste 
collection service is 
provided. 

(C) Average number of complaints 
received for genuine missed 
greenwaste bins (excluding non-
compliant bins) per collection. 

≤ 6 2.5 

 

The average number of missed bins per collection 
was 2.6 for Q2 and 2.3 for the year to date. 

Transfer stations are safe 
and well maintained. 

(C) Number of complaints received 
about poor maintenance, noise or 
smell for Transfer Stations. ≤ 5 2 

 

1 complaint was received about poor maintenance, 
noise or smell at a transfer station Q2 and 2 for the 
year to date. These were both for overfull recycling 
bins at the 24 hour recycling area at the Opunake 
Transfer Station. 

Recycling is encouraged 
and less waste is sent to 
the regional landfill. 

(T) % of Council controlled waste 
diverted from landfill each year. 

30% 25.64% 
 

The total waste diversion from landfill, inclusive of 
recycling and green waste was 25.48% for Q2 and 
25.64% for the year to date. 
This includes some estimated residual waste figures 
from recycling. This target was largely not achieved 
as a result of additional commercial general waste 
disposed at the Hawera Transfer Station that has 
been disposed of direct to landfill in the past. 
However, this waste is now accepted at the Hawera 
Transfer Station for cartage to Bonny Glen. 

      
 

4

Audit and Risk Committee - Quarterly Financial Report

94



https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2019-20 Performance Measure Reporting Q2.docx Page 13 of 29 

Roading and Footpaths (includes Road Safety and Pathways) 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual 
 

Status For Quarter Two  
as at 31 December 2019 

Council provides roads 
which are safe and 
comfortable to drive on. 

 
 
 
 

(T) % of roads meeting the roughness 
standard (deviation of true plane) remains 
stable or improves. 

DIA Performance Measure 2 

92% Q4 Q4 

The roughness survey will be 
undertaken in Q3 with the results 
reported in Q4. 

(C) % of road users satisfied with the condition 
of Council roads. ≥ 75% Q4 Q4 

The Annual Resident’s Survey will be 
undertaken in Q3 with the results 
published in Q4. 

(T) Annual change in number of fatalities and 
serious injury crashes on local road network. 

DIA Performance Measure 1 

Decrease 
by 1 or 

zero 
Q4 Q4 

There were 3 reported crashes for Q2, 
1 fatal and 2 serious.  
For the year to date there have been 5 
reported crashes; 1 fatal and 4 serious. 

The roading network is 
maintained in good 
condition. 

(T) % of sealed local road network resurfaced 
annually. 

DIA Performance Measure 3 
6% Q4 

 

5.6% - not on target due to current 
reseal scheduled to match existing 
Council budget for this work category. 

Footpaths are maintained 
in good condition and are 
fit for purpose. 

(T) % of footpaths with condition rating 1-4. 

DIA Performance Measure 4 92% Q4 Q4 
The roughness survey will be 
undertaken in Q3 with the results 
reported in Q4. 

Council will respond 
promptly to customer 
service requests for roads 
and footpaths. 

(T) % of urgent customer service requests 
relating to roads and footpaths responded to 
within 2 working days. 

DIA Performance Measure 5 

≥ 95% 100% 

 

3 out of 3 urgent requests were 
received and responded to within 2 
working days for Q2 and 5 out of 5 for 
the year to date. 

(T) % of non-urgent customer service requests 
relating to roads and footpaths responded to 
within 5 working days. 

DIA Performance Measure 5 

≥ 90% 93% 

 

305 out of 327 non urgent requests 
were responded to within 5 working 
days for Q2 and 620 out of 667 for the 
year to date. 
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Community Facilities 
 
Parks and Reserves 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two  
as at 31 December 2019 

Parks and reserves are tidy 
and well maintained. 
 

(C) % of customers satisfied 
with the level of maintenance in 
Council parks and reserves. 

≥ 90% Q4 Q4 

The Annual Resident’s Survey will be 
undertaken in Q3 with the results published in 
Q4. 

Visitors feel safe and enjoy 
visiting our parks and 
reserves. 

(C) Number of incidents 
recorded per annum due to poor 
maintenance or design. 

≤ 6 0 

 

There were no incidents recorded in Q1 or Q2.  

(C) % of customers satisfied that 
the provided playgrounds meet 
the needs of users. 

≥ 80% Q4 Q4 
The Annual Resident’s Survey will be 
undertaken in Q3 with the results published in 
Q4. 

      
 
Public Spaces 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two  
as at 31 December 2019 

Visitors feel safe and enjoy 
visiting our public spaces. 
 

(C) Number of incidents 
reported per annum due to poor 
maintenance or design. 

≤ 6 0 

 

 There were no incidents reported in Q1 or Q2. 
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Halls 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two  
as at 31 December 2019 

Halls are well maintained 
and serviced. 

(C) % of customers satisfied 
with the maintenance and 
cleanliness of Halls. 

≥ 90% Q4 Q4 
The Annual Resident’s Survey will be 
undertaken in Q3 with the results published in 
Q4. 

      
 
Swimming Pools  

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual 
 

Status For Quarter Two 
as at 31 December 2019 

Rural Pools are attractive 
environments. 

(C) Total number of users of 
rural pools is greater than 
30,000. 

30,000+ Q3 Q3 

Pool season runs from 11 December 2019 to 9 
March 2020. 

Rural Pools are well 
maintained. 
 

(C) % of customers satisfied 
with venues being well 
maintained. ≥ 90% Q3 Q3 

Pool season runs from 11 December 2019 to 9 
March 2020. 

Customers are satisfied with 
services. 

(C) % of users satisfied with 
services provided by staff. ≥ 90% Q3 Q3 

Pool season runs from 11 December 2019 to 9 
March 2020. 

Rural Pools are safe 
environments. 
 

(C) Number of accidents 
reported per annum due to poor 
maintenance or design. 

≤ 5 Q3 Q3 

Pool season runs from 11 December 2019 to 9 
March 2020. 

4

Audit and Risk Committee - Quarterly Financial Report

97



https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2019-20 Performance Measure Reporting Q2.docx Page 16 of 29 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual 
 

Status For Quarter Two 
as at 31 December 2019 

Rural Pools water quality is 
safe. 

(T) % of compliance with 
NZ5826 through regular water 
quality tests. ≥ 90% Q3 Q3 

Pool season runs from 11 December 2019 to 9 
March 2020. 

The Aquatic Centre is an 
attractive environment. 

(C) Number of users of the 
Aquatic Centre is greater than 
90,000 per annum. ≥ 90,000 23,077 

 

The number of users of the Aquatic Centre 
was 23,077 for Q2 and 41,171 for the year to 
date. We are on track as the busiest months 
are to come in Q3. 

The Aquatic Centre is well 
maintained. 

(C) % of users satisfied with the 
venue being well maintained. ≥ 90% Q4 Q4 

The Annual Users Survey will be undertaken in 
Q3 with the results published in Q4. 

Customers are satisfied with 
services. 

(C) % of users satisfied with 
services provided by staff. ≥ 90% Q4 Q4 

The Annual Users Survey will be undertaken in 
Q3 with the results published in Q4. 

The Aquatic Centre is a safe 
environment. 

(T) The Aquatic Centre holds 
current national Poolsafe™ 
accreditation. Held 

  

Awaiting confirmation that the required 
documents submitted to Recreation Aotearoa 
in June are acceptable for re-issuing of 
accreditation.  

(C) Number of accidents 
reported per annum due to poor 
maintenance or design. ≤ 5 1 

 

No incidents were reported in Q2 and 1 
incident for the year to date. 

The Aquatic Centre actively 
promotes swim programmes. 

(C) Number of Aqua School 
Learn to Swim enrolments are 
no less than 1,400 per annum. ≥ 1,400 731 

 

There were 407 enrolments for Learn to Swim 
in Q2 and 731 for the year to date. 
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 Public Toilets 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual 
 
 

Status For Quarter Two  
as at 31 December 2019 

Toilets are safe, accessible 
and well maintained. 
 

 

(C) % of residents satisfied with 
cleanliness and maintenance of 
Public Toilets. 

≥ 80% Q4 Q4 
The Annual Resident’s Survey will be undertaken in 
Q3 with the results published in Q4. 

(C) % of residents satisfied with 
Public Toilet opening hours.  ≥ 85% Q4 Q4 

The Annual Resident’s Survey will be undertaken in 
Q3 with the results published in Q4. 

      
 
Cemeteries 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two  
as at 31 December 2019 

Cemeteries are tidy and well 
maintained. 

(C)% of customers satisfied with 
the tidiness and level of 
maintenance at Cemeteries. 

≥ 95% Q4 Q4 
The Annual Resident’s Survey will be undertaken in 
Q3 with the results published in Q4. 

Interments are managed 
with respect and sensitivity. 

(C) Number of complaints 
regarding interment processes. ≤ 3 0 

 

No complaints or issues were reported in Q1 or Q2. 
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Pensioner Housing 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Council will provide well 
maintained and affordable 
Pensioner Housing. 
 

(T) % of Pensioner Housing units 
are rated good to very good using 
the minimum standards included in 
the Pensioner Housing Policy. 

71% 67% 

 

On track Refit programme will continue as units are 
vacated. No refits in progress as at 31 December. 

 

(C) % of tenants satisfied with the 
standard of their accommodation. ≥ 95% Q4 Q4 

The Annual Tenants Survey will be completed in 
Q4. 

Tenants are supported to 
remain independent in their 
communities of choice for 
as long as they are able. 

(C) % of tenants satisfied with the 
social support service provided (or 
who rate the social service good or 
above). 

≥ 90% Q4 Q4 

The Annual Tenants Survey will be completed in 
Q4. 

      
 
TSB Hub 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

TSB Hub is an attractive, 
well maintained and well 
used venue. 
 

(C) Numbers of users of TSB 
Hub. ≥ 150,000 70,506 

 

33,737 visits were recorded for Q2 and a total of 
70,506 for the year to date.    

 

(C) % of users satisfied with 
standard of service provided. ≥ 90% Q4 Q4 

The Annual User Survey will be completed in Q4. 

TSB Hub provides a safe 
environment. 

(C) Number of accidents 
reported per annum due to poor 
maintenance or design. 

≤ 3 0 

 

No accidents reported that are attributed to poor 
maintenance or design in Q1 or Q2.  

      

4

Audit and Risk Committee - Quarterly Financial Report

100



https://orion.stdc.govt.nz/p/doc/orgman/1/crppln/ram/2019-20 Performance Measure Reporting Q2.docx Page 19 of 29 

Arts & Culture 
 
Arts 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Opportunities are 
provided to participate 
in arts activities. 

(C) Number of programmes 
or projects facilitated or 
supported per annum. 

 

10 6 

 

6 programmes/projects were facilitated or supported by 
STDC for the year to date. 
Q2 
1. As part of the STDC Arts Lease Programme for 2019/2020, 

11 works were selected with 18 artists submitting 28 works 
for consideration. 

2. The Taranaki National Art Awards was held in November, 
which attracted a record number of entries and visitors to 
the display of over 300 artworks at Sandfords Events 
Centre, Ōpunakē. 

3. Free art activities were provided for youth in the Art Tipi at 
Arts in the Park in December, and a performance by the 
String Bean Puppets. 

Q1 
4. Arts on Tour NZ, ‘Carnivorous Plant Society’ performed an 

all-ages show at Everybody’s Theatre in Ōpunakē in July. 
5. ‘Artastic’ Collaborative School holiday programmes 

facilitated at Pātea, Waverley and Hāwera LibraryPlus. 
6. Creative ‘Redecorating Taranaki’ Workshops in association 

with a Puke Ariki project held at Manaia, Ōpunakē, Eltham 
and Kaponga LibraryPlus. 
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Heritage – Aotea Utanganui – Museum of South Taranaki 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two  
as at 31 December 2019 

Visitors feel welcome and 
enjoy the Museum.  

(C) % of customers satisfied 
with their visit. 

≥ 95% 

 

97.5% 

  

According to the Visitor’s Book, 100% 
of visitors were satisfied with their visit 
during Q2 and 95% were satisfied in 
Q1. For the year to date, 97.5% are 
satisfied. 

The collection of artefacts 
and archives is protected 
for future generations. 

(C) Number of collection items 
re-housed to Museum 
standards.  

Social history 
400 objects 

archived 

20 linear 
metres 

Social History 
272 objects 

archived 

11 linear 
metres 
housed  

 

39 Social History objects were archived 
for Q2 and 272 for the year to date. 

11 Linear meters of archival materials 
have been rehoused for the year to 
date as no further archival materials 
were rehoused during Q2 due to the 
Archivist role being recruited.  

      
 
LibraryPlus 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two  
as at 31 December 2019 

LibraryPlus facilities are 
well resourced and have 
friendly, helpful staff. 
 

(C) % of customers satisfied 
with facilities and customer 
service. 

 
≥ 95% Q4 Q4 

The Annual Resident’s Survey will be 
undertaken in Q3 with the results 
published in Q4. 

LibraryPlus materials and 
resources are relevant to 
current information and 
leisure needs of the 
community. 

(C) % of customers satisfied 
with materials, resources and 
information provided. ≥ 95% Q4 Q4 

The Annual Resident’s Survey will be 
undertaken in Q3 with the results 
published in Q4. 
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District Economy 

Economic Development 
 
Level of Service Performance Measure 

C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Existing or new 
businesses are 
supported and 
assisted to grow. 
 

(C) Number of client interactions 
with the Business Advisory 
Service. ≥ 475 530 

 

There were 247 South Taranaki client interactions with the 
business advisory service (provided by Venture Taranaki) 
for Q2 and 530 for the year to date. 

(C) Dollar value of Capability 
Development vouchers distributed 
in South Taranaki. ≥ $75,000 $56,004 

 

The dollar value of the Capability Voucher Scheme for 
South Taranaki for Q2 was $31,222 and $56,004 for the 
year to date. 

 

South Taranaki is 
promoted as a great 
place to live, work 
and visit. 
 

(C) Number of South Taranaki 
promotions per annum. 

 

≥ 10 4 

 

4 promotions for South Taranaki have been undertaken 
for the year to date. 

Q2 
1. Work began on updating the South Taranaki 

Lifestyle Booklet.  
2. The Council also launched a new website 

Q1 
3. Advertisements were taken in the AA Must Dos NZ 

Walks and Must Dos Regional Guides.  
4. MTFJ Youth to Work Awards held in August 

acknowledged youth, business, Iwi and educators 
doing good things in South Taranaki with a full page 
advertisement in the South Taranaki Star. 
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Tourism 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Customers are satisfied with 
the level of service they 
received at the i-SITE. 

(T) Qualmark accreditation is 
maintained. 

Held 
  

This has not yet been assessed. We are awaiting 
Qualmark NZ to schedule an appointment. 

 

 

      
 
Events 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Council will provide, 
encourage and/or support 
events within the District. 

(C) Minimum number of 
events Council has provided 
or supported per annum. 

≥ 10 11 
 

11 events have been held for the year to date. 
Q2 
1. All Black World Cup Rugby Games at TSB Hub 
2. School holiday programme 
3. Elektra 
4. 7 Days/Hawera Comedy Night 
5. TSB Hub Sporting Hall of Fame Induction 2019  
6. Arts in the Park 

Q1 
7. Family Fun at the Movies in Ōpunakē 
8. Family Fun at the Movies in Hāwera 
9. A school holiday programme 
10. Ice Skating 
11. Screening of several All Black World Cup 

Rugby Games at TSB Hub 
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Council events are well 
organised, safe and well 
attended. 
 
 

(C) % of attendees satisfied with 
selected Council events. ≥ 90% Q4 Q4 

The Annual Resident’s Survey will be undertaken 
in Q3 with the results published in Q4. 

(C) Number of serious incidents 
due to poor event management. ≤ 3 0 

 

No reported serious incidents occurred at events in 
Q1 or Q2.  

 

      

 

Community Development 

Community Development 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Communities and groups 
are provided with the skills 
they need to support them 
to achieve their own goals. 

(C) % of participants in 
workshops and training 
sessions find the training useful. 

 

≥ 80% 97.6% 

 

For the year to date, 97.6% of participants in 
workshops and training sessions found the training 
useful. 

In Q2, 19 people attended Tips and Tricks for 
Funding Success with 93% saying it was useful and 
7 attended an Introduction to Finance with 100% 
saying it was useful. 
In Q1, a Working Well Workshop was provided in 
with all 36 attendees (100%) indicating that they 
found the workshop useful.  

Partnerships with 
community groups are 
developed to make the best 
use of resources. 

(C) % of the cost of community-
led projects (supported by 
Council) funded from external 
sources. 

≥ 50% 
  

There were no community-led projects which were 
supported by Council apart from providing support 
for the Paepae in the Park through funding 
applications during Q1. 
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Partnerships with 
community groups are 
developed to make the best 
use of resources. 
 

(C) % of the total cost of 
Council-led projects (completed 
in partnership with the 
community) funded from 
external sources. ≥ 33.3% 75% 

 

There were no Council-led projects undertaken in 
Q2, however, the Youth To Work Awards are 
supported with sponsorship from a number of local 
businesses with 75% of the funding obtained from 
external sources. 
A funding application has been submitted for the 
shortfall required for the installation cost of the 
Sound Mirrors in King Edward Park. 

      
 
Environmental Sustainability 

Planning 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Consents for subdivision 
and development are 
processed in a timely 
manner.  

(T) % of resource consent 
applications processed within 
statutory timeframes. 

100% 98% 

 

42 out of 44 applications for resource consent were 
processed within the statutory timeframe during Q2. 
85 applications have been processed for the year to 
date with 83 (97%) processed within the statutory 
timeframe. 
The team are assessing why this non-compliance 
has appeared in this quarter.  

Consent compliance is 
monitored by the Council. 

(T) Consents are monitored by 
their due date.  

≥ 90% 52% 
 

6 consents were monitored in Q2, of which only 1 
was monitored by the due date. Management 
controls for this function are being reviewed, given 
the lack of improvement in meeting this target. 
Of the 21 consents monitored for the year to date, 
11 (52%) were monitored by their due date. 
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Environmental Policy 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual 
 
 

Status For Quarter Two 
as at 31 December 2019 

Growth and development is 
planned while our natural 
and physical resources are 
managed in a sustainable 
manner. 

(T) The Plan Changes and 
Variations to the District Plan 
are undertaken in accordance 
with legislative timeframes.  

Achieved N/A N/A 

This performance measure is not applicable whilst the 
proposed district plan remains in appeal phase. 

Iwi are supported to 
contribute to local 
environmental issues. 
 

(T) % of Plan Change projects 
that have dedicated periods of 
officer time set aside for 
consulting with Iwi. 

100% N/A N/A 

There have been no Plan Change projects during Q1, 
with this primarily due to the proposed district plan 
remaining in appeal phase. 

      
 
Regulatory Services 

Building Control 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Building consents are 
processed efficiently. 

(T) % of building consent 
applications are processed 
within the statutory 
timeframe of 20 working 
days. 

100% 85% 
 

144 building consents were processed in Q2 with 
122 (85%) processed within the statutory timeframe. 
303 building consents have been processed for the 
year to date with 258 (85%) processed within the 
statutory timeframe. 

Even though the target is not achieved, it 
demonstrates some improvement from the previous 
financial year, where only 74% of building consents 
were processed within 20 working days. This 
remains an area of focus.  
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Customers receive industry 
recognised quality service. 

(T) % of building inspections 
are carried out within 2 working 
days of request. ≥ 95% 100% 

 

All 459 inspections were carried out within 2 working 
days of request in Q2 with all 960 being carried out 
for the year to date. 

The Council retains 
authority to issue building 
consents. 

(T) Accreditation as a Building 
Consent Authority is retained. 

 
Retained Retained 

 

Accreditation as a Building Consent Authority was 
retained from 19 July 2019 for a period of two years. 

      
 
Environmental Health 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

New food premises can open to 
the public quickly and existing 
food premises can continue to 
trade. 

(T) % of New Premises 
Applications and Renewal 
Premises Applications processed 
within 10 working days. 

≥ 95% 100% 

 

All 106 premises applications were 
processed within 10 working days for Q2 
and all 143 were processed within 10 
working days for the year to date. 

Food premises are hygienic and 
food sold to the public is safe to 
eat. 

(T) % of licensed premises that 
are audited within 1 month of the 
due date.  

≥ 95% 100% 

 

All 26 of the premises were audited within 1 
month of the due date for Q2 and all 58 were 
audited within 1 month for the year to date. 

Food premises operators receive 
high quality service. 

(C) The number of complaints 
received from food premises 
operators about standard of 
service per annum. 

≤ 5 0 

 

No complaints were received for Q1 or Q2. 

Hairdressers, camping 
grounds/holiday parks, funeral 
homes & offensive trade 
premises are hygienically safe. 

(T) % of licensed premises that 
are inspected annually. ≥ 95% 55% 

 

No health premises were inspected during 
Q2 due to workload and staff shortage. For 
the year to date 28 (55%) of the 51 health 
premises have been inspected. 
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Licensing – Alcohol and Gambling 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Premises selling alcohol to 
the public are licensed and 
are running their business 
responsibly. 

(C) Number of Council 
facilitated workshops to 
encourage host responsibility 
per annum. 2 0 

 

No Council facilitated workshops have taken place 
this financial year due to workload and staff shortage.  
We are in the process of recruiting for the vacant EHO 
position and have it filled by end of Q3. 
A Council facilitated workshop has been programmed 
for Q4.  

(T) % of licensed premises that 
are annually inspected. ≥ 95% 47% 

 

22 licensed premises were inspected during Q2 with 
42 (47%) of the 89 licensed premises having been 
inspected for the year to date. 

Unopposed Liquor Licence 
Applications are processed 
promptly. 

(T) % of unopposed Liquor 
Licence Applications processed 
within 10 working days of 
receipt of all reports. 

≥ 95% 86% 

 

All 27 applications were processed within 10 working 
days during Q2 with 33 (97%) of the 34 applications 
having been processed for the year to date. 

      
 
Noise Control 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Provide a prompt and 
reliable noise control service 
24 hours a day, 7 days a 
week. 

(T) % of noise complaints 
responded to within one hour. ≥ 90% 90% 

 

172 (91%) of the 190 noise complaints received were 
responded to within 1 hour during Q2 with 266 (90%) 
of 294 having been responded to for the year to date. 
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Animal Services 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Residents are satisfied with 
the Animal Control service. 

(C) % of residents satisfied with 
the Animal Control service. ≥ 75% Q4 Q4 

The Annual Resident’s Survey will be undertaken in 
Q3 with the results published in Q4. 

A prompt and reliable animal 
control service will be 
provided 24 hours a day, 7 
days a week for wandering 
stock and serious dog  
incidents*. 

(C) % of reported serious dog 
or wandering stock incidents 
responded to within 4 hours. ≥ 95% 98% 

 

59 of the 60 serious incidents reported were 
responded to within 4 hours during Q2 with 153 
(98%) of 156 having been responded to for the year 
to date. 

A reliable and responsive 
animal control service that 
investigates general dog 
incidents*. 

(C) % of reported general dog 
incidents responded to within 1 
working day. 

≥ 95% 98% 

 

313 of the 329 general dog incidents reported were 
responded to within 1 working day during Q2 with 
624 (97%) of the 642 having been responded to for 
the year to date. 

      
 
* serious dog incidents – dog attacks, threatening or rushing dogs or continual barking. 
* general dog incidents – barking and roaming. 
 
Civil Defence and Emergency Management 
 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

The Council is ready to 
respond to a Civil Defence 
Emergency and is able to 
function for as long as required 
during an emergency. 

(C) Roles identified and 
staffed for 24 hour 
operations of the 
Emergency Operations 
Centre (EOC) and staff 
trained to the appropriate 
level agreed to by the Civil 
Defence and Emergency 
Management Group. 

100% of roles 
filled 

 

50% of staff 
trained 

 

77% 

 

 

30% 

 
 

 

This is due to key staff leaving STDC 
employment. New staff have been 
identified but yet to be confirmed for the 
roles. 
Again affected by staff turnover. Task to 
identify those that could be available to 
attend training and work with the new 
staff that have joined. 
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Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

The Council actively engages 
with the wider community to 
increase the level of 
awareness, and understanding 
of, and preparation and 
readiness for emergencies and 
strengthening community 
resilience. 

(C) Community Action 
Plans are prepared in 
conjunction with, and for, 
each town. By 2026 
Community Action Plans 
are prepared and in place 
for all 8 principal towns in 
the South Taranaki District. 

One Community 
Action Plan 

prepared per 
year 

Nil plans 
completed this 

Quarter  

This target will be a focus for Q3 and 
Q4.   

      
 

Coastal Structures 

Level of Service Performance Measure 
C=customer measure 
T=technical measure 

Target 
2019/20 

Actual Status For Quarter Two 
as at 31 December 2019 

Comply with the Taranaki 
Regional Council Resource 
Consent conditions for coastal 
structures. 

(C) % of compliance with 
Resource Consent 
conditions. 100% 82% 

 

We received a letter from TRC 
highlighting three non-compliance 
issues with some coastal structures 
during Q1. Works have been planned 
in Q2 and underway in Q3 to resolve 
these issues.  
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Information Report 

 Central File Ref  

To Audit and Risk Committee 
From Policy Advisor, Gordon Campbell 
Date 12 February 2020 
Subject Fraud and Corruption Policy 

(This report shall not be construed as policy until adopted by full Council) 
 
 
Executive Summary 

 
1. The Fraud and Corruption Policy was adopted by the Council’s Senior Leadership Team 

in July 2018 and was forwarded to the Audit and Risk Committee for its information in 
August 2018.  

 
2. The Policy is attached as Appendix 1 and is due to be reviewed in July 2021.  
 

 
Recommendation 
 
THAT the Audit and Risk Committee receives the Fraud and Corruption Policy attached as 
Appendix 1. 
 

 
Background 
 
3. The former Fraud Policy was reviewed in 2018 and a number of changes suggested by 

the Council’s auditors were made, including a change of name to the Fraud and 
Corruption Policy. They recommended in their 2016/17 Management Report that our 
Fraud Policy and Fraud Response Plan should be reviewed to include the following 
items: 

 
“The Policy should address the organisation’s commitment to fraud and corruption; 
• Council’s Fraud and Corruption Policy should include preventing, detecting and 

responding to fraud and corruption; 
• The Policy should be applied to all fraud and corruption incidents, whether 

suspected, alleged or proven; 
• Corruption should be defined and examples relevant to the District Council 

should be provided; 
• Distinguishing fraud and corruption from the code of conduct and privacy 

breaches; 
• Disclose within your policy that employees who report serious wrongdoing in 

the workplace can be protected by the Protected Disclosures Act 2000; and 
• Reference all other related policies.” 
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Discussion/Evaluation 
 

4. The auditors noted that the Ministry of Justice has a good example of a fraud and 
corruption policy and guidelines to assist in preparing a policy, and these were 
considered during the review. 
 

5. While there is no legal requirement to have a Fraud and Corruption Policy it is considered 
best practice to do so, and the current Policy is designed to cover all foreseeable 
eventualities and address the matters raised by the auditors. However, it has not been 
tested. 

 
 
Conclusion 

 
6. The Fraud and Corruption Policy is based on guidelines recommended by the Council’s 

auditors and incorporates their suggested improvements. It is considered to meet the 
Council’s requirements. 

 
 

 
 

 
 
 
 
 [Seen by] 

Gordon Campbell Becky Wolland   
Policy Advisor Policy and Governance Manager 
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Policy Type Fraud and Corruption Policy Date Last Reviewed May 2015 

Person 
Responsible 

Group Manager Corporate 
Services 

Next Review Due July 2021 

Date Adopted 17 July 2018 Review Period Every 3 years  

Status Current Revision Number 2 
 
Purpose of the Policy 
 
This Policy outlines procedures and systems to prevent, identify, eliminate, and respond to 
cases of suspected or actual fraud and corruption in order to protect the assets, reputation 
and staff of the South Taranaki District Council. 
 
Scope 
 
This Policy applies to all present and past Council staff members, contractors, consultants, 
volunteers, suppliers and other outside agencies doing business with employees, and/or any 
other parties with a business relationship with the Council. 
 
This Policy does not apply to: 
• Minor fraud perpetrated by the public against the Council. For example, deliberately 

 providing wrong information on a licence application. 
• Performance management issues that should be resolved by a manager and/or Human 

Resources 
• Councillors, who are subject to provisions within the Local Authorities (Members' 

 Interests) Act 1968, the Local Government Act 2002, Secret Commissions Act 1910, 
and the Council’s Code of Conduct for Elected Members. 

 
This Policy should be read alongside the Council's Protected Disclosures Policy and Staff 
Code of Conduct Policy. 
 
Background 
 
Most Council staff members physically or digitally handle money and documents, purchase 
goods and services and deal with members of the public and other organisations on a daily 
basis. The highest levels of integrity are required in all Council activities and dealings. 
 
The Council acknowledges that many of its staff members’ duties provide opportunities to 
commit fraud or corruption. While the Council places a high level of trust in the staff, 
consultants, contractors and volunteers, there is a need to have systems in place to 
minimise instances of fraud or corruption and deal with any suspected cases that may occur. 
 
Examples of Fraud 
 
Fraud and dishonesty may include, but are not limited to:  
• Knowingly providing false, incomplete or misleading information for unfair, unjustified or 

unlawful gain;  
• Unauthorised possession, use or misappropriation of funds or assets belonging to the 

Council or a third party;  
• Deliberate mishandling of or misreporting of money or financial transactions;  
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• Misuse of Council systems and information for unfair, unjustified or unlawful gain;  
• Misuse of or obtaining insider knowledge of organisational or judicial activities without 

implied or expressed consent (may also be corruption);  
• Destruction, removal, or inappropriate use of records, furniture, fixtures, or equipment 

for unfair, unjustified or unlawful gain;  
• Deliberate misuse of Council resources including work time, internet, cell phones, 

photocopiers, fax machines, computers, vehicles, mail services, addresses and phone 
numbers for unfair, unjustified or unlawful gain; 

• Forgery or alteration of any financial instrument;  
• Forgery or alteration of any Council document or computer file or record; where any 

person who has a business involvement with the Council acts dishonestly or unfairly, or 
breaches public trust.  

 
 
Examples of Corruption  
 
Corrupt conduct includes, but is not limited to:  
• Any person who has a business involvement with the Council, improperly using, or 

trying to improperly use, the knowledge, power or resources of their position for 
personal gain or the advantage of others, for example, fabricated business travel 
requirement to satisfy personal situations;  

• Knowingly providing, assisting in providing or validating false, misleading, incomplete or 
fictitious information to circumvent Council procurement processes and procedures to 
avoid further scrutiny or reporting;  

• Disclosing private, confidential or proprietary information to outside parties without 
implied or expressed consent;  

• Accepting or seeking anything of material value from contractors, vendors, or persons 
providing services or materials to the Council; 

• A member of the public influencing or trying to influence, a public official, employee, 
contractor, person seconded to, or any other party that has a business involvement with 
the Council to use his or her position in a way that is dishonest, biased or breaches 
public trust.  

 
 

5

Audit and Risk Committee - Information Reports

115



SOUTH TARANAKI DISTRICT COUNCIL 
Fraud and Corruption Policy V 2.0                                                                                             

 
 
 

Page 3 of 8 
 

Policy 
 
1.0 Preventing Fraud and Corruption 
 

1.1 The Council recognises its responsibility to fully train all staff, consultants, 
contractors and volunteers that work in key risk areas. Documented 
procedures are available to describe all duties where there is a potential risk 
of fraud or corruption. 

 
1.2 Group Managers and Unit Managers/Supervisors are responsible for: 

• Fostering a culture of honesty, transparency and ethical behaviour; 
• Being alert to any indication of fraud or improper activity; 
• Management controls and training to prevent and detect fraud, 

misappropriation, corruption and other irregularities. 
• Strictly adhering to delegations of authority, including the ‘one up’ invoice 

approval principle and the amounts they can authorise. 
• Ensuring their staff members, consultants, contractors and volunteers are 

aware of this Policy and understand their obligations. 
• Ensuring their staff members, consultants, contractors and volunteers are 

supported when making allegations of fraud or corruption. 
 

1.3 A Council staff member shall not be held responsible for the oversight of 
fraudulent acts or corruption committed by another staff member, consultant, 
contractor or volunteer unless there is specific reference to this responsibility 
in her/his employment contract or job description, or if the oversight is a 
deliberate act to protect another staff member, contractor or volunteer. 
However, it is expected that any suspected fraud or corruption will be 
reported. 
 

1.4 All Council staff members, appointed contractors, consultants and volunteers 
are required to diligently and faithfully serve the Council and use all 
endeavours to promote and protect the interests of the Council, as part of 
their employment contracts or contracts for service. 

 
1.5 All Council staff members, appointed contractors, consultants and volunteers 

are responsible for reporting any suspected fraudulent or corrupt behaviours 
as soon as they become aware of them. 

 
1.6 Internal audits are carried out. 

 
 
2.0 Reporting Suspicions or Allegations 
 

2.1 A staff member who suspects or is aware there has been a fraudulent or 
corrupt act by another staff member, consultant, contractor or volunteer must: 
• Report the suspicion in writing to either the Chief Executive or any 

member of the Senior Leadership Team, who will notify the Chief 
Executive. 

• Provide sufficient information to initiate an investigation, such as a record 
of events, dates, times, person(s) involved and documentary evidence. 
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2.2 Where the allegation involves a Group Manager, the allegation is to be 

reported to the Chief Executive. 
 

2.3 Where the allegation involves the Chief Executive, the allegation is to be 
reported to the Mayor or Deputy Mayor. 

 
2.4 Great care will be taken during an investigation of suspected fraud or 

corruption to avoid mistaken accusations or alerting suspected individuals 
that an investigation is underway. 
 

2.5 The employee, or complainant or person reporting the activity/behaviour may 
remain anonymous; 

 
2.6 Where the suspected fraud or corruption involves an employee, consultant, 

contractor or volunteer, the Chief Executive and the Human Resources 
Manager will be advised of the suspected act immediately so that they may 
provide advice and guidance on the action to be taken.  
 

2.7 In cases of doubt, the Group Manager Corporate Services will provide 
clarification as to whether an action constitutes fraud or corruption. If that 
person is the subject of the allegation, the Chief Executive will provide or 
obtain clarification. 
 

2.8 All allegations will be acknowledged in writing. 
 
2.9 The reporting individual will be advised not to contact the suspected individual 

in an effort to determine facts or demand restitution, and be advised not to 
discuss the case, facts, suspicions or allegations with anyone unless 
specifically asked to do so by the Group Manager, Human Resources 
Manager, the Chief Executive or the Council’s legal services. 

 
2.10 If the allegation amounts to a protected disclosure under the Protected 

Disclosures Act 2000, the employee or other complainant may follow the 
process set out in the Council’s Protected Disclosures Policy. 

 
2.11 If the allegation amounts to a breach of any Council policy or legislation, 

these shall be dealt with in terms of those policies and legislation. 
 
2.12 The Chief Executive when advised of an allegation will use his/her judgement 

in relaying that information to the Mayor and Elected Members. 
 

 
3.0 Investigations 
 

3.1 The Council has a zero-tolerance to fraud and corruption, which means that 
instances of suspected fraud or corruption, no matter how minor, will be 
thoroughly investigated and appropriate action will be taken. 
 

3.2 The Chief Executive has the primary responsibility for the investigation of all 
suspected fraud or corruption. 
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3.3 The Chief Executive, the Group Manager Corporate Services or the Finance 
Manager (provided one of them is not the subject of the allegation) will 
immediately inform the Council’s external auditors of the suspected fraud or 
corruption. 
 

3.4 The Chief Executive (or Mayor if the Chief Executive is the subject of an 
allegation) shall maintain the confidentiality of the complainant and suspect 
unless that confidentiality interferes with investigative procedures. 
 

3.5 The allegation shall be investigated by the relevant Group Manager or Chief 
Executive (or Mayor if the Chief Executive is the subject of an allegation). If 
the suspected or alleged act involves Council funds the Group Manager shall 
involve the Chief Executive and the Finance Manager.  

 
3.6 The investigating officer will carry out a preliminary investigation and report 

her/his findings and recommendations to the Chief Executive (or the Mayor if 
the Chief Executive is the subject of the allegation). All documentary and 
electronic evidence relating to the investigation should be obtained and 
secured as early as possible. 
 

3.7 The investigating officer shall have free and unrestricted access to all Council 
records and premises and the authority to examine, copy, and/or remove all 
or any portion of the contents of paper and electronic files, computers, mobile 
electronic devices, desks, cabinets and other storage facilities without the 
prior knowledge or consent of any individual who may use or have custody of 
any such items or facilities, if it is within the scope of the investigation. 

 
3.8 The Chief Executive (or Mayor if the Chief Executive is the subject of the 

allegation) can at any time, request assistance from a staff member or 
another person(s), and request access to any files and other documentation 
as s/he regards appropriate to assist in the investigation of the alleged fraud.  

 
3.9 If the preliminary investigation finds no substance to the allegation, the 

investigation process will be terminated and this outcome will be advised in 
writing to the person who made the allegation and the person accused. 

 
3.10 If the preliminary investigation finds there is substance to the allegation, a full 

investigation will take place. 
 

3.11 Any investigation must comply with Human Resources policies. 
 

3.12 The Chief Executive may require an employee who is the subject of an 
investigation to be stood down on full pay during the term of the investigation. 
 

3.13  Any investigative activity will be conducted without regard to the suspected 
wrongdoer’s length of service, position/title or relationship to Council. 
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3.14 At the conclusion of the investigation the events will be documented in a 

confidential report by the Chief Executive (or Mayor if the Chief Executive is 
the subject of the allegation) to the Audit and Risk Committee and external 
auditors.  This report will set out: 
a)  The background of the fraud and/or corruption and how the investigation 

arose. 
b)  The action that was taken in response to the allegations. 
c)  The conduct of the investigation. 
d)  The facts and supporting evidence. 
e)  Actions – legal and disciplinary – taken against any proven perpetrator 

of fraud and/or corruption. 
f)  Recommendations to minimise the opportunity for fraud or corruption 

through improvements in controls and processes, and the plan for 
implementing these. 

g)  Actions and outcomes in the recovery of losses through restitution and 
 insurance. 

h)  The recommendations of the police, external auditors, and any other 
third party involved in the investigation. 

 
 

4.0 Response  
 
4.1 An investigation may result in a recommendation to terminate a supplier's or 

consultant's or contractor's or volunteer’s engagement, or, in the case of an 
employee, the commencement of a disciplinary process. 
 

4.2 Any decision to begin a disciplinary process, or to terminate an employee's, 
contractor’s, consultant’s or volunteer’s engagement at the conclusion of that 
process, will be made by the Chief Executive and Human Resources 
Manager. 
 

4.3 Fraud or corruption perpetrated against the Council will be reported to the 
relevant Unit Manager and Group Manager, and others as appropriate. 
 

4.4 Where suppliers are involved, any recommendation from the Group Manager 
and any audit investigator will be reviewed by the Chief Executive, Group or 
Unit Managers for procurement (contracts), and the Council’s legal advisors 
as appropriate, before any action is taken. 

 
4.5 Where instances of fraud or corruption are substantiated, any decisions to 

take no action, or to take action that is seen as inappropriate by either the 
Group Manager or Human Resources Manager, will be referred to the Chief 
Executive for formal authorisation. 
 

4.6 The Chief Executive can suspend any employee, consultant, contractor or 
volunteer found to be guilty of serious misconduct (including fraud or 
corruption), by notice in writing and following an appropriate process.  
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4.7 Confirmed fraud or corruption constitute serious misconduct and will result in 
summary dismissal.  

 
4.8 The Chief Executive (or the Mayor if the Chief Executive is the subject of the 

allegation) will decide whether to refer the investigation results to the 
appropriate law enforcement (NZ Police) and/or professional body, and/or 
regulatory agencies such as the Serious Fraud Office, and/or another 
appropriate enforcement agency where statutes may have been breached, for 
independent investigation  The Council’s legal and professional advisors 
should also be consulted before this referral, to ensure that the Council’s legal 
position is not compromised and it does not become liable for damages or 
other recompense. 

 
4.9 The Council will take appropriate measures to recover any loss or 

expenditure attributable to fraudulent or corrupt behaviour, including but not 
limited to, recovery of intellectual property, physical assets, money, third party 
expenses incurred and investigation costs.  

 
4.10 Proven offences of fraud or corruption may be prosecuted under the Crimes 

Act 1961 or the Secret Commissions Act 1910.  
 
 

5.0 Confidentiality 
 

5.1 All participants in a fraud or corruption investigation shall keep the details and 
results of the investigation confidential. Any staff member or elected official 
contacted by the media with regard to an investigation shall refer the media to 
the Chief Executive. 

 
5.2 All enquiries concerning the activities under investigation from the suspected 

individual, her/his lawyer or affiliate or any other enquirer must be directed to 
the Chief Executive or the Human Resources Manager. 
 

5.3 No information concerning the status of an investigation will be disclosed, 
except through the Chief Executive or Human Resources Manager.  
 

 
6.0 Definitions 
 

Chief Executive means the principal administration officer of the Council. 
 
Corruption means a lack of integrity or honesty (typically involving bribery) or the 
abuse of a position of trust for dishonest gain. 
 
Council means the South Taranaki District Council. 
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Fraud and fraud risk factors include dishonesty and are defined by the International 
Standard on Auditing (New Zealand) 240 as: 
 “For purpose of the ISAs (NZ), the following terms have the meanings attributed 
below: 
(a) Fraud – an intentional act by one or more individuals among management, 

those charged with governance, employees, or third parties, involving the use 
of deception to obtain an unjust or illegal advantage. 

(b) Fraud risk factors – events or conditions that indicate an incentive or pressure 
to commit fraud or provide an opportunity to commit fraud.” 

 
Group Manager means the manager of a Council group of activities. 
Unit Manager means the manager of a Council activity unit. 

 
 
7.0 More Information 
 

7.1 More information with regard to this Policy should be sought from the staff 
member’s manager or Human Resources. 

 
 
8.0 Related Policies and Documents 

 
Accepting Gifts and Entertainment Guideline 
Code of Conduct 
Financial Delegations Policy 
Procurement Policy and Procurement Manual 
Protected Disclosures Policy 
Sensitive Expenditure Policy 
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Information Report 
 Central File Ref 

To Audit and Risk Committee 

From Health and Safety Team 

Date 1 January 2020 

Subject Health and Safety Report (1 Oct – 31 December 2019) 

(This report shall not be construed as policy until adopted by full Council) 

 
 

Executive Summary 
 
1. The purpose of this report is to provide information on health and safety matters for the 

South Taranaki District Council to the Audit and Risk Committee. 
 
 

Recommendation 
 
THAT the Audit and Risk Committee receives the Health and Safety (1 October – 31 December 
2019) Report. 
 
 

Background 
 
2. The safety performance of the organisation can be measured by looking at ‘Lead’ and 

‘Lag’ indicators such as workplace inspections and event reporting. Action taken to meet 
requirements of the Health and Safety at Work Act (HSWA) and to address health and 
safety issues can be seen in the Health and Safety action’s list. 

 
 

Safety Performance 
 
3. The Council as a PCBU has the primary duty of care to eliminate risk to health and safety 

so far as is reasonably practicable. and if it is not reasonably practicable, to minimise 
those risks so far as is reasonably practicable.  

 
 

          
 
 
 [Seen by] 
Samantha Sturzaker Simon Walkinshaw   

Health and Safety Advisor People and Capabilities Manager 
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HEALTH AND SAFETY UPDATE REPORT  
1 OCTOBER – 31 DECEMBER 2019 

LEADERSHIP AND VISIBILITY 

The Chief Executive is working with the Health and Safety Team regarding ‘officer’ terms of reference for health and safety governance roles. 
 

THIS REPORT 

The intention of this report is to keep Audit and Risk Committee members up to date with current health and safety matters. 
This report is to be delivered by a health and safety advisor to the Audit and Risk Committee at the completion of each financial quarter. 
 

PEOPLE AND EVENTS 

EMPLOYEE EVENTS RECORDED (FYTD) 

51 

All Events by Person Type 

All Events Oct-Dec 
Previous 

Qtr 
FYTD 

Notifiable Event 0 0 0 

Workers 17 24 41 

Contractors 2 3 5 

Third Party 3 2 5 

Total 22 29 51 

 

Incident/Near Miss Statistics 

Incident/Near Miss Oct-Dec 
Previous 

Qtr 
FYTD 

Notifiable Incident 0 0 0 

Incident 13 10 23 

Near Miss 5 5 7 

Total 18 15 30 

 

Injury/ Illness Statistics 

Injury/Illness Oct-Dec 
Previous 

Qtr 
FYTD 

Fatalities 0 0 0 

Lost time injuries 0 2 2 

Restricted work 0 0 0 

Medical treatment 3 3 6 

First aid 0 3 3 

No treatment 4 6 10 

Total 7 14 21 

 

LOST TIME INJURY DAYS (FYTD)  

76 
OUTSTANDING EVENT CORRECTIVE ACTIONS (FYTD)  

4 
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• A member of the public verbally abused a Parking Officer when issued with two infringements. The Parking Officer attempted to explain the reason the infringements were issued 

but was abused further so moved away from the situation. 

• A member of the public verbally abused both parking officers when issued with an infringement. The parking officer explained how he could avoid infringements in future or 

complete a form to have it considered to be waived. The member of the public stated he was being stalked and would be laying a complaint. He the proceeded to photograph the 

parking officers, making them feel uncomfortable. The event was captured on body cameras. 

• A member of the Parks team was observed standing on the very top rung of a ladder (5-6 rung on uneven ground) hanging lights in a tree for the Elektra event. She was holding 

onto the tree branch with one hand, with no assistance from another team member. A manager intervened to stop the unsafe practice. 

• A Freedom Camping Ambassador fell from his stationary motorcycle when he lost his balance whilst pressing the button to open the gate at Rotokare Reserve. His motorcycle 

then came down on top of him. He was diagnosed with 3 fractured ribs when presenting to the ED with pain in his side, 48 hours later. He has since returned to work with no time 

taken away from work. He has been instructed to dismount his motorcycle to open the gate in future. 

• A member of the Parks team lost the load (wheelbarrow) off the back of his ute when accelerating harshly around a corner, narrowly missing another vehicle. This was witnessed 

by the team leader who reminded the team that all equipment must be secured on utes.  
• Wastewater Treatment Technician received a minor electrical shock off a pump control cabinet when opening it. An electrician was called to attend the job immediately, they 

determined the earth connection was corroded and required replacement.  

• Approximately 13 teenagers had gathered in the Hawera Library and had become loud and unruly, whilst disregarding library staff Police were called to ask the group to move 

along. 

• A member of the public made a high number (in excess of 65) of calls to Council staff that were verbally abusive and aggressive in nature, with none of the resolution options 

provided accepted by the member of public. 

EVENTS OF SIGNIFICANCE – OCTOBER TO DECEMBER 

Group Site 
Action 

ID 

Record 

Type 
Responsible Action Required 

Date for 

Completion 
Current CA Status 

Community & Infrastructure 

Services 
Water Treatment 3074 Hazard Peter Cook Fluoride plant maintenance and over-haul. 01/03/2020 Underway 

Environmental Animal Management 209 Event Chantelle Denton Discuss ways in which employee can deal/cope with verbal 

abuse given by members of the public when issuing 

infringements 

13/01/2020 Underway 

Community & Infrastructure 

Services 

Utilities 211 Event David Miller Get quotes for manholes with intention to replace current 

ones. Have contacted our maintenance contractor, Veolia, who 

they purchase manhole lifters from. 

13/01/2020 Underway 

Community & Infrastructure 

Services 

Wastewater Treatment 208 Event Peter Cook Schedule twice yearly maintenance checks of pump control 

stations by electrician. With immediate checks to be carried out 

16/12/2019 Underway 

OUTSTANDING CORRECTIVE ACTIONS (FYTD) – IN DETAIL 
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WORKPLACE INSPECTIONS 

WORKPLACE INSPECTIONS (FYTD) 
 

17 

OUTSTANDING ACTIONS 
 

0 

UNDERWAY OR UNDER REVIEW 
Unreasonable Complainants  

Lone Worker Procedures Manual 
 

TO BE CREATED OR COMING UP FOR REVIEW 
None 

TO BE CREATED OR COMING UP FOR REVIEW 
                                   None 

UNDERWAY OR UNDER REVIEW 
None 

Contractor Management in conjunction with Projects Framework 

POLICIES AND GUIDELINES PROCESSES 

POLICY AND PROCESS 

CONTRACTOR EVENTS 

• Performer for the community Elektra event suffered an epileptic fit during the event. The 
performer was provided immediate first aid by an STDC of duty lifeguard until paramedics 
arrived. 

• A contractor who was on business with STDC and staying in STDC provided accommodation 
suffered a heart attack after hours and was transported to wellington for treatment. The 
Contractor has since recovered and returned to work.  
 

№ PRE-QUALIFIED CONTRACTORS (TOTAL) 
 

274 

EXPIRED CONTRACTOR PRE-QUALIFICATIONS LAST QTR 
 

0 

CONTRACTORS H&S QUALIFIED LAST QTR 
 

26 

STDC Contractor Event Statistics  

Incident/Near 

miss 
Oct-Dec 

Previous 

Qtr 
FYTD 

Notifiable 0 0 0 

Injury 1 0 1 

Incident 1 0 6 

Near miss 0 0 2 

Total 2 0 9 

 

CONTRACTOR 
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The intention of this part of the report is to provide up-to-date information to SLT and the Health and Safety Committee, regarding the status 
and progress of current and topical health and safety initiatives being undertaken at the STDC. 

 
Threat Matrix 

 

Extreme  

High  

Moderate  

Low  

Insignificant  

Status Matrix 
 

Not yet due/on target  

Behind schedule  

Behind/well overdue  

Complete  

  

 

 

 

 
№ THREAT ACTION/REQUIREMENT PROGRESS RESPONSIBLE ACCOUNTABLE DATE DUE STATUS 

1 12 

HEALTH AND SAFETY GOVERNANCE ROLES 
 
Develop Terms of reference for “Officers” of STDC. 
Officers may include the following: 
  

• The Chief Executive Officer 
• The Mayor 
• Councilors 
• Group Managers 

  
All “Officers’” will understand their role in Council 
operations regarding the HSWA. 
  
The Chief Executive Officer is supported in completing 
their obligations under HSWA for the STDC.  

 
 
Some background work has been undertaken in 
this matter. 
Met with Waid regarding this topic. 
Investigated other Councils management 
strategies. 
Waid raised this issue with ARC. A workshop 
will be planned to look at governance role 
responsibilities. 
Governance role responsibilities have been 
drawn up and are to be raised in a new 
committee induction (Dec) 

HRM Simon Dec 2019 Complete 

2 12 

ASBESTOS REGULATION COMPLIANCE 
 
All identified and unidentified asbestos is managed in 
accordance with the Asbestos Regulations 2016. 

 
Asbestos information for all STDC properties 
and facilities has been compiled. From this, 
plans for specific properties have been created. 
  

CORP PROP Karen M Dec 2019  

H&S TEAM ACTIONS 
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4 9 

PERMIT TO WORK 
 
Review and improve current permit to work system. 
 
New permit to work system must meet requirements of 
new legislation around a contractor consultation 
process. Must be fit for purpose and manage all risk 
and emergency response requirements. 

 
Initial subcommittee meetings to establish what 
needs to be changed have been held. 
Some new permits have been developed but 
have not been finalized. 
The “permit to work sub-committee” has now 
decided to investigate permit systems that can 
be readily purchased (Complete package).  
The current permit system will continue to be 
used in the meantime. 
 
Sam to provide options to committee for review 
with a proposal to then be put forward to SLT 

Permit to work 
subcommittee 

Simon 
Sam 

Jan 2020 Underway 

6 6 

HEALTH AND SAFETY TRAINING 
 
Develop generic and overarching health and safety 
training plan for the organisation. This plan will be 
shown as a generic skills base in Vault as a matrix. 
  
Training plan will assist STDC meet requirements of 
the Health and Safety at Work Act 2015 and 
subsequent Regulations in relation to training for 
compliance. 
 
  

All current training courses are logged in Vault 
 
A matrix for STDC health and safety training 
requirements has been mapped.  
 
Data cleansing is underway and role specific 
H&S training is being entered. 
 
A gap analysis is to be undertaken and shows 
training requirements for the organisation. 
 
These actions are now complete. 

HRM Sam & Megan Dec 2019 Underway 

7 6 

H&S WORKPLACE INSPECTIONS 
 
Health and Safety Advisors and workers, regularly 
undertake workplace inspections of STDC sites. 

 
Some workers are completing inspections. 
 
The H&S team is completing regular 
inspections. 

HSC  Sam Ongoing   

8 4 

HAZARDOUS SUBSTANCES REGULATION 
COMPLIANCE 
 
Ensure fit for purpose hazardous substances registers 
for all STDC workplaces. 

 
 
 
All required inventories have been completed 
Further work on use and updating of inventories 
required  

HRM Sam Feb 2020 Underway 
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9 4 

ORGANISATIONAL HEALTH AND SAFETY AUDIT 
 
Internal audit to be completed by the health and safety 
team on an annual basis. 
 
External audit from an outside company to be 
completed on a biennial basis. 
 
Auditing provides an up-to-date snapshot of the 
organisation’s health and safety maturity and forms a 
basis for ongoing improvement. 

 
 
Considering available audit options by the 
People and Capabilities Manager and HSA  
 
A draft proposal will be completed and 
presented to the health and safety committee 
prior to submission to SLT. 

HRM 
HRM 
HSA 

Date TBC Underway 

10 3 

POLICY/GUIDELINE REVIEWS 
 
Review and update policy documents as required by 
law change or impending review requirement. 
 
Policies are kept up to date and fit for purpose. 
All health and safety policies are reviewed on a regular 
and ongoing basis, and as Legislation changes come 
into force.  

 
Policies/guidelines reviewed and created to date 
(with next review month and year) include: 

• Vehicle GPS Monitoring Policy 

• Health and Safety Committee 
Guidelines Under review 

• Drug and Alcohol Policy Under review 

• Fatigue Management Policy Under 
review 

• Health and Safety Policy  

• Eye care Policy 

• Health and Safety Guidelines for 
Volunteers 

• Lone Worker Policy Under review 

• PPE Policy Under review 

• Threatening Behaviour Policy  

• Working with Volunteers Manual 
 

 
 

HRM 
 

 
HSA 
HSC 

 

 
 
 
 
Sep 2020 
Aug 2019 

 
Aug 2019 
Aug 2019 
Nov 2021 
Aug 2020 
Aug 2020 

 
Aug 2020 
Aug 2019 
Aug 2019 
Aug 2020 
Aug 2020 

 

Underway 
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11 2 

GENERIC HEALTH AND SAFETY INDUCTION 
 
Ensure fit for purpose generic employee health and 
safety induction. 
 
Employees are aware of their responsibilities under the 
health and Safety at Work Act and while at work for 
STDC 

Current induction is fit for purpose – Review 
Biennially. 

HRM 
HSA’s 
HSC 

June 2020  

12 2 
VISITOR INDUCTION 
 
Visitors know responsibilities in an emergency. 

Current system is adequate – Review biennially 
 
 

HRM 
HSA’s 
HSC 

Dec 2020  

 

 

№ THREAT ACTION/REQUIREMENT PROGRESS RESPONSIBLE ACCOUNTABLE DATE DUE STATUS 

1 8 

LONE WORKER 
 
Investigate incidence, frequency, and risk posed by ‘lone 
worker’ activities at the STDC. 
 
The intention is to ensure adequate management of risk to 
workers working alone. 

A spreadsheet has been created through committee 
involvement to show the incidence and risk potential 
of lone working activities at STDC. 
 
Risk Register has circulated with groups and 
managers to ensure all areas have been identified. A 
procedure will be drafted with the inclusion of a LW 
program 

HSC 
H&S Committee 

Sam 
Jan 2020 Underway 

2  

  

    

3  

  

    

H&S COMMITTEE ACTIONS 
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Information Report
To Audit and Risk Committee 

From Finance Manager, Vipul Mehta

Date 12 February 2020

Subject Audit Management Report

(This report shall not be construed as policy until adopted by full Council)

Executive Summary

1. Audit New Zealand has provided the Audit Management Report for the year ending 30 
June 2019.

Recommendation

THAT the Audit and Risk Committee receives the Audit Management Report for period ending 
30 June 2019.
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Key messages 
We have completed the audit for the year ended 30 June 2019. This report sets out our findings from 
the audit and draws attention to areas where the South Taranaki District Council (District Council) is 
doing well and where we have made recommendations for improvement. 

Audit opinion 

We have issued an unmodified audit opinion dated 9 October 2019. This means we were satisfied 
that the financial statements and statement of service performance present fairly the District 
Council’s activity for the year and its financial position at the end of the year. 

Key areas of focus  

The following key matters were considered as part of the audit: 

• Long Term Investment Fund (LTIF) - we completed our planned audit work on the LTIF. 
Overall, we consider the value of the LTIF, and the corresponding accounting treatment is 
appropriately included in the annual report; and 

• Impairment of Central Joint landfill – we reviewed the impairment made by the District 
Council of the Central Joint landfill. We are satisfied that the District Council has 
appropriately accounted for this transaction. 

Audit process 

It is pleasing to note the progress that the District Council is making in clearing prior years report 
items and we encourage management and staff to continue with this especially around procurement 
and capitalisation of assets. 

We have raised recommendations around improving the District Councils awareness of bribery and 
corruption. This centres on ensuring that staff aware of the policies and procedures in place by 
regular communication of them and including specific references and examples of what bribery and 
corruption is in the next update of the Fraud and Corruption policy. 

Overall we are happy with the District Council’s preparedness for audit but note there is room to 
improve going forward. 
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Thank you 

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

 

Christopher Webby 
Appointed Auditor 
6 December 2019  
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1 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 District 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 District 
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 Reference Priority 

Bribery and corruption 

Include specific references to the risks of bribery and corruption 
in the Fraud and Corruption Policy as part of its next review of 
the policy. 

Remind staff on a continuous basis remind staff of the possible 
risks of bribery and corruption and what to do in the event that 
an instance of bribery or corruption is identified. 

3 Necessary 

Vested assets 

Implement an annual review of certificates issued under s224(c) 
in order to identify if a subdivision has resulted in vested assets. 

4.1 Necessary 
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Recommendation Reference Priority 

Creditor masterfile changes not reviewed prior to payment 

Review creditor masterfile changes prior to each payment being 
made. 

Ensure when there is a change in roles that management ensure 
controls remain effective. 

4.2 Necessary 

1.2 Status of previous recommendations 

Set out below is a summary of the action taken against previous recommendations. 
Appendix 2 sets out the status of previous recommendations in detail. 

Priority Priority 

Urgent Necessary Beneficial Total 

Open - 7 - 7 

Implemented or closed 1 4 - 5 

Total 1 11 - 12 
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2 Our audit report 

2.1 We issued an unmodified audit report 

We issued an unmodified audit report on 9 October 2019. This means we 
were satisfied that the financial statements and statement of service 
performance present fairly the District Council’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. Refer to sections 3 and 
4 for further detail on these 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 were no significant misstatements identified 
during the audit that were not corrected. 

2.3 Corrected misstatements 

We also identified misstatements that were corrected by management. These corrected 
misstatements had the net effect of increasing expenditure by $892,142 and to decrease 
the associated asset or increase the associated liability by the same amount compared to 
the first draft set of financial statements. 

The corrected misstatements are listed below. In these we have not included items that 
were incomplete when we received the first draft set of accounts. 

Current year corrected 
misstatements 

Ref Assets Liabilities Equity Financial 
performance 

Dr (Cr) Dr (Cr) Dr (Cr) Dr (Cr) 

Accumulated amortisation 
– intangible assets 

1 1,320,000    

Intangible assets  (1,320,000)    

Loss on disposal of assets 2    139,000 

Computer software  (139,000)    

Trade receivables 3 106,744    

Trade Creditors   (106,744)   

Asset additions 4 6,194,138    

Work in progress  (6,194,138)    
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Current year corrected 
misstatements 

Ref Assets Liabilities Equity Financial 
performance 

Dr (Cr) Dr (Cr) Dr (Cr) Dr (Cr) 

Depreciation 5    93,690 

Accumulated Depreciation  (93,690)    

Other operating expenses 6  (63,000)  63,000 

Landfill aftercare – non-
current 

     

Depreciation expense 7    596,452 

Accumulated depreciation  (596,452)    

Total  (722,398) (169,744) 0 892,142 

 Explanation of corrected misstatements 

1 To dispose of the Fonterra Outfall – use right. The net book value was nil so had 
no impact on total assets. 

2 To dispose of the Liberty System intangible asset acquired in 2006 but not 
disposed of at the end of its useful life. This increased the loss on disposal. 

3 Debtors with credit balances needed to be transferred to creditors. 

4 To correctly capitalise assets for projects that were completed during 2018/19 
which were initially sitting in work-in-progress. The timeliness of capitalisation of 
assets is an outstanding issue from prior audits. 

5 To correctly depreciate assets for projects that were completed during 2018/19. 

6 To adjust the landfill provision for the change in discount rate to the treasury 
government bond rate. 

7 To correct the calculation of the depreciation expense for roading assets. 

2.4 Corrected disclosure deficiencies 

Detail of disclosure deficiency 

There were several disclosure and addition errors in the first version of the annual report 
that needed to be corrected. Disclosures included having the correct year mentioned and 
referencing to the LTP rather than the annual plan. 

In the initial draft of the notes to the accounts there were severance payments disclosed but 
there were no severance payments made by the District Council. 
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Detail of disclosure deficiency 

Accounting policies needed to be updated to correctly reflect the standards issued that are 
not yet effective and either had been early adopted or had not been early adopted. 

Amortisation rates and depreciation rates included in the accounting policies needed to be 
updated to reflect the actual rates being used. 

The balanced budget benchmark needed to be updated as it was initially incorrectly 
calculated. 

Capital commitment disclosures needed to be updated to correctly reflect the remaining 
underlying contracts. 

2.5 Corrected performance reporting misstatements 

Detail of misstatement 

There were various improvements needed to the information included in the performance 
measures to ensure that the results fully addressed the measures and to ensure that the 
results from the 30 June 2019 year were being reported. There were also some items that 
needed to be updated to make the result clearer. 

Some results needed to be updated to reflect whether they were achieved or not. Some 
were listed as being not achieved when they were achieved and vice versa. 

Some results needed to be updated as they had been incorrectly calculated from the base 
data supporting them. 

2.6 Quality and timeliness of information provided for audit 

Management needs to provide information for audit relating to the annual 
report of the District Council. This includes the draft annual report with 
supporting working papers. We provided a listing of information we required 
to management on 21 August 2019. 

The first draft of the financial statements was received at the beginning of our final audit on 
2 September 2019. There were a couple of outstanding items when we arrived on site 
which meant we had to reallocate the work that was planned in the first week. This meant 
additional time was need than budgeted but due to the helpfulness of the District Council 
this did not impact on us being able to complete the audit in the agreed timelines. 

Overall we are happy with the District Council’s preparedness for audit but note there is 
room to improve going forward. 
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3 Matters raised in the Audit Plan 
In our Audit Plan of 27 May 2019, we identified the following matters as the 
main audit risks and issues: 

 

Audit risk/issue Outcome 

Long Term Investment Fund (LTIF) 

The LTIF provides the District Council with 
additional revenue to fund rates, meet 
obligations relating to capital projects 
undertaken in prior years and for future 
projects. 

The value of the LTIF and its related returns 
are subject to movements in the market, and 
we are aware the District Council has 
engaged a specialist to manage and provide 
guidance on decision making. 

Due to the nature of the LTIF, the District 
Council needs to continually monitor the 
investment portfolio, and ensure that the 
revenue and value of the LTIF is 
appropriately accounted for in the financial 
statements. 

To gain assurance over the LTIF we obtained 
assurance that: 

• processes applied to the valuation of 
investments are designed and 
operating effectively; 

• the methodology and source 
information applied in valuation 
models is appropriate; and 

• the valuations as at 30 June 2019 are 
materially correct. 

We confirmed the effectiveness of the 
monitoring process being undertaken by the 
District Council to ensure that investments 
comply with the District Council’s investment 
policies. 

We also reviewed the accounting for the 
changes in value of investments to ensure 
that these are appropriately accounted for 
and disclosed in the financial statements in 
accordance with the relevant PBE IPSAS 
accounting standards. 

Conclusion 

We are satisfied that the valuation of the 
LTIF is fairly stated in the financial 
statements. 

Provision for Impairment of the Landfill Site 

The District Councils in Taranaki begun 
developing a landfill for the Taranaki region. 
A decision was made in November 2018 to 
cease development of the landfill which 
impacts on the service potential and carrying 
value of the related asset. 

The District Council has reviewed the landfill 
and fully impaired the value of the landfill. 
To gain assurance over this accounting 
treatment we performed the following: 

• reviewed management’s impairment 
assessment; 
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Audit risk/issue Outcome 

The accounting standard PBE IPSAS 21, 
Impairment of Non-Cash-Generating Assets, 
requires the District Council to assess at each 
reporting date whether there is any 
indication that an asset may be impaired. If 
any such indication exists, the District 
Council shall estimate the recoverable 
service amount of the asset. 

If the recoverable service amount is less than 
the carrying value of the asset then the asset 
is impaired and an impairment is recognised 
in the financial statements. 

• evaluated the reasonableness of the 
significant assumptions used by 
management; 

• evaluated how management has 
addressed estimation uncertainty; and 

• verified that disclosures in the 
financial statements are in line with 
the requirements of the accounting 
standards. 

Conclusion 

We are satisfied the write off of the landfill 
has been appropriately accounted for in the 
financial statements. 

Management override 

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. Although the level 
of risk of management override of controls 
will vary from entity to entity, the risk is 
nevertheless present in all entities. Due to 
the unpredictable way in which such 
override could occur, it results in a risk of 
material misstatement due to fraud. 

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 
biases and evaluated whether the 
circumstances producing bias, if any, 
represent a risk of material 
misstatement due to fraud; 

• testing the LTIF which included 
verifying movements; and 

• 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. 

Conclusion 

From our testing we did not identify any 
issues that indicated management override. 
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Audit risk/issue Outcome 

Fair value and impairment assessment of assets 

PBE NZ 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 fair value. 

PBE IPSAS 21 Impairment of Non-Cash-
Generating Assets and PBE IPSAS 26 
Impairment of Cash Generating Assets 
require assets held at cost to be assessed for 
indicators of impairment on an annual basis. 

The District Council revalues its property, 
plant and equipment on a three yearly cycle. 
There are no revaluations this year. 

In a non-revaluation year the District Council 
must consider whether there has been any 
significant movement in the fair value of the 
assets.  

On a yearly basis the District Council must 
review its property, plant and equipment for 
impairment indicators. 

We expect that: 

• the District Council will have done a 
comprehensive analysis to determine 
whether there is a significant variance 
between the fair value as at 30 June 
2019 and the carrying value that 
would trigger the need for the District 
Council to revalue or impair the 
assets; and 

• the value of work in progress (WIP) on 
projects that span an extended period 
of time to be assessed for impairment 
regularly over the period of the 
project. 

We reviewed the District Council’s fair value 
assessment as at 30 June 2019 which 
considered whether a revaluation was 
required. 

We agreed with management’s assessment 
and are satisfied that no revaluation was 
required for the District Council’s 
operational and infrastructure assets. 

We reviewed the District Council’s 
impairment assessment and agreed that no 
impairment indicators exist which required 
the District Council to impair any of its 
property, plant and equipment. 

Conclusion 

We are satisfied the District Council 
property, plant and equipment is fairly 
stated in the financial statements. 

Change management and maintaining the control environment and controls through 
change 

A realignment during the year has taken 
place at the District Council. There were 
some changes to business units and changes 
in roles and responsibilities. As a result there 
have been changes to the staff in some key  

We performed a high-level assessment of 
the District Council’s control environment. 
See Section 5 of this report for the results of 
our assessment. 

We also reviewed whether there were any 

5

Audit and Risk Committee - Information Reports

143



13 

Audit risk/issue Outcome 

areas. These changes can have an impact on 
maintaining effective internal controls. 

severance payments resulting from the 
realignment process. Severance payment are 
required to be disclosed in line with the 
requirements in the Local Government Act 
2002. Our review confirmed that no 
severance payments were made. 

Conclusion 

We are satisfied that the control 
environment remained effective for audit 
purposes. 

Review of procurement and contract management 

In 2015 we completed a review of the 
District Council’s procurement and contract 
management arrangements for its Three 
Waters Network Maintenance contract. 
From this review we identified a number of 
areas in which the District Council could 
further strengthen practice. 

During 2017, we followed up our 2015 
recommendations and tested four new 
procured contracts for procurement and 
contract management practice. From the 
review it was identified not many of our 
previous recommendations had been 
addressed and further recommendations 
were made. 

The District Council has created a project to 
address the issues raised from our previous 
procurement and contract management 
review and put a dedicated project manager 
in place. The project has only just 
commenced. We will review the progress of 
the project at part of next year’s audit. 

Conclusion 

Recommendations are still outstanding. 

Performance measure rules 

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 measures are included in the District 
Council’s 2018-28 Long Term Plan, and were 
first reported in the 2015/16 Annual Report. 

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

We completed the following audit work: 

• reviewed the systems in place for 
capturing information used to report 
on performance measures; and 

• reviewed the District Council’s 
performance reporting in its annual 
report to form a view on whether the 
District Council’s performance 
information fairly reflects the actual 
performance of the District Council for 
the year. 

Where misstatements were identified in the 
District Council’s performance reporting 
these were corrected. 
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Audit risk/issue Outcome 

We confirmed that an issue identified in the 
prior year with the script used to calculate 
response and resolution times has been 
resolved. 

Conclusion 

We are satisfied the service performance 
presents fairly the District Council’s activity 
for the year.  

Areas of interest for all local authorities 

In our Audit Plan we also identified the following areas of interest that are relevant for all 
local authorities. 

Audit risk/issue Outcome 

Bribery and corruption 

The Office of the Auditor-General (OAG) are 
interested in the controls in place to reduce 
the risk of wrongdoing, particularly bribery 
and corruption in the public sector so they 
can consider whether they need to do 
additional work to address the Finance and 
Expenditure Committee’s interest in the 
effectiveness of corruption detection and 
prevention processes. Ultimately this helps 
the OAG to provide assurance to Parliament 
and the public. 

We have confirmed that the District Council 
has a code of conduct and the ethical 
guidelines which effectively explain what 
bribery and corruption is, and set out clearly 
the expectations of employees and 
contractors should bribery or corruption be 
identified. We did however note that 
management’s current Fraud Risk 
assessment, does not incorporate the 
specific identification of risks relating to 
Bribery and Corruption. 

We also noted there needs to be a greater 
awareness of the possible risk of Bribery and 
Corruption throughout the District Council. 

We recommend the District Council: 

• Include specific references to the risks 
of bribery and corruption in the Fraud 
and Corruption Policy as part of its 
next review of the policy. 

• Remind staff on a continuous basis 
remind staff of the possible risks of 
bribery and corruption and what to do 
in the event that an instance of 
bribery or corruption is identified. 
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Audit risk/issue Outcome 

 Management comment 

Audit New Zealand comments are noted. We 
will be including reference to the risk of 
bribery and corruption in the Fraud and 
Corruption Policy when it will come up for a 
review. 

We will look at ways of regularly reminding 
staff about possible risk of bribery and 
corruption and what to do in the event when 
they are identified. 

Local government elections 

With the election in October 2019, the 
District Council needs to be careful that the 
content of the annual report and summary 
annual report (as well as any other 
publications issued by Council) cannot be 
seen as electioneering. 

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

We reviewed the annual report for instances 
of electioneering. None were identified. 

The summary annual report was adopted 
after the election. 

Rates legislative compliance 

Rates are 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 District Council should ensure it has 
appropriate processes in place, including 
seeking further legal advice where 
appropriate, to ensure compliance of its 
rates and rating processes with legislation. 

We have reviewed the District Council’s 
rates setting process for the 2018/19 and 
2019/20 rating years and are satisfied that 
the material rates which have been set are 
valid and have followed the process set out 
in the Local Government (Rating) Act 2002. 

Our review of compliance with legislation is 
completed for the purposes of expressing 
our audit opinion. It is not, and should not be 
seen, as a comprehensive legal review. This 
is beyond the scope of the audit and our 
expertise as auditors. The District Council is 
responsible for ensuring that it complies 
with applicable laws and regulations. 
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Audit risk/issue Outcome 

Elected members remuneration and allowances 

The Local Government Act gives the 
Remuneration Authority responsibility for 
setting the remuneration of local 
government elected members. The Authority 
also has the role of approving a Local 
Authority’s policy on allowances and 
expenses. 

The District Council’s annual report must 
disclose the total remuneration received by 
or payable to each member of the local 
authority in the reporting period (Schedule 
10, clause 18, Local Government Act 2002). A 
local authority must disclose remuneration 
paid or payable to each member from both 
the local authority and any council 
organisation of the local authority. 

From the audit work completed we found 
that each member’s remuneration and 
allowances were appropriately disclosed. 

We also confirmed that the payments made 
were in line with the Determination set by 
the Authority. 
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4 Matters noted during the audit 
During the course of our audit we identified the following matters which we 
wish to bring to your attention. 

 

4.1 Vested assets 

The finance staff preparing the financial statements did not carry out a formal process to 
identify assets that had been vested in the District Council during the year, instead relying 
on other staff to let them know about vested assets. This is not a robust system and creates 
a risk that vested assets recognised in the financial statements by the District Council are 
not complete. 

Vested assets generally arise from the subdivision of land. The District Council is required 
under s224(c) of the Resource Management Act 1991 to provide a certificate stating that 
the conditions of a subdivision consent have been complied with to its satisfaction.  

We recommend that the District Council implements an annual review of certificates issued 
under s224(c) in order to identify if a subdivision has resulted in vested assets. 

 Management comment 

We will put a process in place to formally review s224 (c) in order to identify vested assets 
going forward. 

4.2 Creditor masterfile changes not reviewed prior to payment made 

The District Council’s current process is to review the creditor masterfile changes on a 
monthly basis. This means that a change made in the creditor masterfile might not be 
independently reviewed before a payment is made to that creditor.  

This creates a risk that a payment might be made to a fictitious creditor and this will only be 
discovered once the payment has been made. 

Reviewing changes in the creditors masterfile prior to each payment run will ensure that 
the validity of creditors being paid have been independently reviewed. This will help to 
mitigate the risk that payments are made to fictitious creditors. 

It was identified that at the final audit the creditors masterfile had not been reviewed as 
the staff member who had this responsibility had been made redundant. We informed the 
finance team who then completed an independent review of all creditor’s masterfile 
changes. This review did not identify any issues. 

We recommend that creditor masterfile changes be reviewed prior to each payment being 
made. 
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We recommend when there is a change in roles that management ensure controls remain 
effective. 

 Management comment 

Audit New Zealand comments are noted. We will ensure we put a process in place to review 
creditors masterfile changes before payments are made. 

We will also ensure this practice continues in the event of change in roles. 
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5 Assessment of your control environment 
We have performed a high-level assessment of the control environment. This assessment 
was performed for the purpose of planning the most effective and efficient audit approach, 
in order to enable us to express an audit opinion on the District Council’s financial 
statements and the non-financial information. We considered the overall attitude, 
awareness, and actions of the Council and management in establishing and maintaining 
effective management procedures and internal controls. 

In performing this assessment we consider both the “design effectiveness”1 and 
“operational effectiveness”2 of internal control. The explanation of these terms is outlined 
below. However, it is not the purpose of our assessment to provide you with assurance on 
internal control in its own right. As such we provide no assurance that our assessment will 
necessarily identify and detect all matters in relation to internal control. 

In performing this assessment we have identified areas where we believe the control 
environment can be improved. These matters are above in Section 4 of this report. 

 Internal controls 

We reviewed the internal controls in place for your key financial and non-financial 
information systems, as detailed below. Internal controls are the policies and processes 
that are designed to provide reasonable assurance as to reliability and accuracy of financial 
and non-financial reporting, as well as compliance with significant legislative requirements. 
These internal controls are designed, implemented and maintained by the Council and 
management. Both “design effective” and “operationally effective” internal control is 
important to minimising the risk of either fraud or misstatement occurring. The 
responsibility for the effective design, implementation and maintenance of internal control 
rests with the Council. 

  

                                                                                                                         
1 Control is effective to either prevent or detect a material error in either the financial statements and/or non-financial information. The control is “fit for 
purpose”. 
2 Control has operated effectively throughout the period tested. 
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6 Public sector audit 
The District 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 District 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 District 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 District Council carrying out its activities effectively and efficiently; 

• the District 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 District 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 a public entity or by one or more of its members, office holders, or 
employees. 

We did not identify any waste or probity issues during our testing on a selection of 
expenditure.  
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7 Useful publications 
Based on our knowledge of the District Council, we have included some 
publications that the Council and management may find useful. 

 

Description Where to find it 

Client updates 

In March 2019, we hosted a series of client 
updates. The theme was “Improving trust 
and confidence in the public sector”.  

These included speakers from both Audit 
New Zealand and external organisations. 

On our website under publications and 
resources. 

Link: Client updates 

Model financial statements 

In July 2019, we issued updated model 
financial statements for Crown entities. The 
update primarily focuses on the early 
adoption of PBE IFRS 9 Financial Instruments 
for a tier 1 or tier 2 entity. 

Our model financial statements reflect best 
practice we have seen. They are a resource 
to assist in improving financial reporting. 
This includes: 

• significant accounting policies are 
alongside the notes to which they 
relate; 

• simplifying accounting policy 
language; 

• enhancing estimates and judgement 
disclosures; and 

• including colour, contents pages and 
subheadings to assist the reader in 
navigating the financial statements. 

On our website under publications and 
resources.  

Link: Model Financial Statements 
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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. 

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. 

On our website under publications and 
resources. 

Link: Client Substantiation File 

Severance payments 

Because severance payments are 
discretionary and sometimes large, they are 
likely to come under scrutiny. The 
Auditor-General has released updated good 
practice guidance on severance payments. 
The guide is intended to help public sector 
employers when considering making a 
severance payments to a departing 
employee. It encourages public organisations 
to take a principled and practical approach 
to these situations. The update to the 2012 
good practice guidance reflects recent case 
law and changes in accounting standards. 

On the OAG’s website under 2019 
publications. 

Link: Severance payments  

Inquiry into procurement of work by Westland District Council at Franz Josef 

This report concerns a decision of the 
Westland District Council to carry out work 
at Franz Josef to protect the town’s 
wastewater treatment plant from flooding. 
The work was carried out on an urgent basis 
and resulted in the construction of a new 
700-metres-long stopbank on the bank of 
the Waiho River. 

This report identifies numerous examples of 
poor decision-making and poor procurement 
practice. They include the lack of any proper 
risk analysis or consideration of alternative 
options, the failure to seek expert advice on 

On OAG’s website under 2019 publications. 

Link: westland-dc-procurement 
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Description Where to find it 

either the immediacy of the flood risk or 
whether building a stopbank was the right 
response, an inadequate planning and 
procurement process for a project of this 
type and scope, an apparent disregard for 
legislated decision-making requirements, 
and a failure to consult those affected by the 
work until the work was already under way. 

 

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 

Reporting fraud 

The OAG have released data from 2012-2018 
on fraud in public entities. This includes how 
the fraud was detected, the type of fraud 
and the methods and reasons for the fraud. 
The graphs show the high-level sector, and 
this can be broken down further into 
sub-sectors by opening the spreadsheets 
available. 

On the OAG’s website under data. 

Link: Reporting Fraud 
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Appendix 1:  Status of previous recommendations 

Open recommendations 

Recommendation First raised Status 

Necessary 

Procurement and contract management 

We recommended that the District Council 
addresses the issues raised from the 
procurement and contract management 
review. 

2015 In progress 

The District Council has created a 
project to address the issues raised 
from the procurement and contract 
management review and put a 
dedicated project manager in place. 
The project has only just 
commenced. We will review the 
progress of the project at our next 
interim audit. 

Assessment of areas susceptible to fraud 

We recommended the District Council 
completes a formal fraud risk assessment 
taking into consideration the whole of 
District Council and its operations. 

2016 Outstanding 

No formal fraud risk assessment has 
been performed. 

Actual renewals and capital expenditure below forecasts 

We recommended the District Council 
reviews the capital budgets for current and 
future projects as part of the next LTP 
development, taking into account the 
historic achievement against previous 
budgets and the levels of service expected 
to ensure the budgets are appropriate. 

2017 Outstanding 

The District Council has carried 
forward $21.4 million of capital 
budgets into future years 
($16.4 million into 2019/20 and 
$4.9 million in 2020/21). The amount 
of carry forwards $5 million more 
than the prior year. 

Review of IT Policies 

The current draft of the Computer Use 
Policy should be reviewed and released to 
Council if acceptable. 

2017 In progress 

The Computer Use policy has been 
drafted and approved subject to a 
review of its formatting. 
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Recommendation First raised Status 

No regular review of dormant accounts 

Council should implement a process to 
review users’ accounts that have not logged 
in for more than six months. If these 
accounts are no longer required they should 
be disabled. As a good practice this review 
should be conducted twice a year. 

2018 Outstanding 

None of the accounts identified as 
dormant accounts last year have 
been disabled. 

Capitalisation of assets from WIP 

We recommend that capital projects be 
capitalised on the date that the asset 
becomes available for use and a quarterly 
review of work–in–progress balances be 
performed by the Asset Managers and the 
Finance Manager. This review should focus 
on the validity of the total work–in–progress 
balances and whether any of this amount 
should be capitalised. 

2018 Outstanding 

The District Council did not carry out 
a review of work-in-progress prior to 
our audit. When we prompted 
Management to carry out a review it 
was found that $6.2 million of work-
in-progress was actually complete 
and needed to be capitalised. There 
was also an increase in depreciation 
for the period of $94k. 

Capitalisation of assets into their respective asset management systems 

We recommend a formal process is 
implemented, such as a checklist, to ensure 
all asset additions are added to their 
respective asset management system in a 
timely manner. 

2018 Outstanding 

At the end of the period the District 
Council had $7.3 million of waters 
infrastructure assets that had not 
been added into the AssetFinda fixed 
asset register. 

Implemented or closed recommendations 

Recommendation First raised Status 

Local Authorities (Members Interest) Act – Retrospective approval 

We recommend that the District Council 
implement a robust formal system that 
ensures transactions between Councillors 
and the District Council are monitored 
throughout the year so if Local Authorities 
(Members Interest) Act approval is required, 
this is received beforehand. 

2018 The District Council has a system to 
monitor transactions between 
Councillors and the District Council. 

The District Council obtained 
approval from the Auditor General 
for transactions exceeding the limited 
in the Act for the 2018/19 period. 
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Recommendation First raised Status 

Calculation of response and resolution measures 

We recommended that the script used to 
run the response and attendance times is 
updated to calculate the times for the 
performance measure on a 24 hour day 
basis. 

2018 The script has been updated. 

Capitalisation of assets into RAMM 

We recommended a formal process is 
implemented to ensure all asset additions 
are added to their respective asset 
management system. 

2017 No issues were noted with the 
capitalisation of assets into RAMM 
during our audit. 

Fraud Policy 

We recommended that the District Council 
reviews its Fraud Policy and Response Plan 
to ensure all aspects of good practice are 
covered. 

2017 The District Council updated the 
Fraud and Corruption Policy and 
incorporated the good practice 
recommendations we made. 

Lack of supporting documentation 

We recommended supporting 
documentation be retained for all credit 
card transactions. 

2017 No issues were noted during our 
testing of credit card transactions at 
the final audit. 
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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 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 District 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 (Revised): Code of Ethics for 
Assurance Practitioners, issued by New Zealand Auditing and 
Assurance Standards Board. 

In addition to the audit we have carried out a limited assurance 
engagement related to the District Council’s debenture trust deed, 
which is compatible with those independence requirements. Other 
than the audit and the limited assurance engagement, we have no 
relationship with or interests in the District Council or its subsidiary. 

Fees The audit fee for the year is $131,570, as detailed in our Audit 
Proposal Letter. 

Other fees charged in the period are $4,650, for the limited 
assurance engagement related to the District Council’s debenture 
trust deed. 

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 
District Council or its subsidiary 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 
District Council or its subsidiary during or since the end of the 
financial year. 
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PO Box 149 
Palmerston North 4410 

Phone: 04 496 3099 
 

www.auditnz.govt.nz 
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Information Report
To Audit and Risk Committee 

From Finance Manager, Vipul Mehta

Date 12 February 2020

Subject Quarterly Investment Monitoring Report December 2019

(This report shall not be construed as policy until adopted by full Council)

Executive Summary

1. Mercers has provided the Quarterly Investment Monitoring Report December 2019.

Recommendation

THAT the Audit and Risk Committee receives the Quarterly Investment Monitoring Report 
December 2019.
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South Taranaki District Council Long Term
Investment Fund
Quarterly Investment Monitoring Report
December 2019
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Important notices

© 2020, Mercer (N.Z.) Limited, All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided
by Mercer. Its content may not be modified,
written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice.
They are not intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets
discussed. Past performance does not guarantee future results.

All services provided in this report are delivered strictly on the basis of advice to a wholesale client in terms of the Financial Advisers Act
2008.

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer
has not sought to verify it. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and
takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the
data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or
products.

Research ratings

on a risk-adjusted basis, over a full market cycle. Strategies rated A are those assessed as having above average prospects. Those rated
B are those assessed as having average prospects. Those rated C are assessed as having below average prospects. B+ is an
intermediate category in between A and B. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not
currently rated by Mercer. If the rating shown is R, this signifies that Mercer has some familiarity with the strategy but is not ready (or
willing) to apply a formal rating at the present time. The R rating is applied in three situations: (i) where Mercer has carried out some
research but has not completed its full investment strategy research process, (ii) in product categories where Mercer does not maintain
formal ratings but where there other strategies in which we have a higher degree of confidence or (iii) where Mercer has in the past carried
out its full investment strategy research process but the strategy is closed and we are not maintaining full research coverage. Some
strategies may carry an additional rating (e.g. T (Higher Tracking Error), P (Provisional), and W (Watch)). For some product categories,
Mercer does not maintain formal ratings but instead assigns a Preferred Provider status. For the most recent approved ratings, and a fuller
explanation of their meanings, refer to your Mercer representative or to the Me
appropriate.

nts, regardless of
whether it is offered in separate account format or through one or more funds. The rating assigned to a strategy may or may not be

its benchmark,
Mercer does not provide any guarantees that these expectations will be fulfilled.

Mercer does not generally take the investment management fees of a given manager into account in determining ratings. Manager
charged for a specific strategy will often vary among investors, either because of differing account sizes, inception dates or other factors.
Mercer does not perform operational infrastructure due diligence or personal financial or criminal background checks on investment
managers.

relationships or an assessment of its back office operations. Research is generally limited to the overall investment decision-making
process used by managers.

Mercer's investment consulting business rates and/or recommends strategies of investment managers, some of whom are either Mercer
ge of consulting

investment
forums. Policies are in place to address these and any other conflicts of interest that may arise in the course of Merce

r Mercer
representative.

Universe notes
Mercer manager universes are constructed using data and information provided to Mercer either directly or via third party providers. The
universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons to be conducted over a
chosen timeframe. Mercer does not assert that the peer groups are wholly representative of and applicable to all strategies available to
individual investors. Universe distributions are calculated based on the data that was in our database at the time that the universe was
constructed, and may therefore change over time due to additional information supplied by an investment manager or revisions to data.

Risk warnings
The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments
denominated in a foreign currency will fluctuate with the value of the currency. Certain investments, such as securities issued by small
capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that
should be considered before choosing an investment manager or making an investment decision.
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Appendix A

The chart below shows the Council sent the Council
base ($91.44m), with the dark green bars representing the inflation reserve; and together both of these green
bars represent the Council  ($121.05m at quarter end). The grey bars represent the Council
investment fluctuation reserve and the Council orange line ($152.15m as
at 31 December 2019).

The chart shows the Council had a positive investment fluctuation reserve (estimated at $31.10m, or
approximately 25.7% of the real capital base at quarter end.

South Taranaki District Council

Investment Fluctuation  Reserve Inflation Reserve Capital Base Actual Funds
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Investment Environment
NEW ZEALAND QUARTERLY MARKET REVIEW | DECEMBER 2019

MARKET RETURNS FOR PERIODS ENDING 31 DECEMBER 2019

NOTE:
NZE (NZ Equity); AE (Australian Equity Local Currency); GE (Global Equities Local Currency); GENZD (Global Equities NZ Dollars); GP (Global Listed Property
Hedged); GLI (Global Listed Infrastructure); COM (Global Commodities Hedged); NZB (New Zealand Bonds); GB (Global Bonds Aggregate Hedged); C (New Zealand
Cash); FC (Foreign Currency Effect). The Foreign Currency Effect is simply the difference between the local currency and unhedged overseas share returns.

All returns in the following commentary are in local currency terms, unless stated otherwise

MARKET SUMMARY
In sharp contrast to the previous year, 2019 ended on a
positive note for investors, rounding out what has been a
bumper year for global equity markets. Despite a softening
in American economic growth, developed market equities
rose in October, gaining +1.9%. Encouraged by healthy
U.S. labour market data, robust consumer spending and
improved manufacturing data, global equities climbed a
further +3.2% in November and +2.3% in December; the
latter supported by an improved US-China trade position
and expectations that global interest rates will remain low
throughout 2020. With the result of the British general
election reducing uncertainty around ongoing Brexit
negotiations, UK equities had a strong December.
Developed market equities ultimately finished the quarter
up +7.5%, contributing positively to the +27.3% return for
the year.

Major Central Bank policy was again a key theme during
the quarter. As widely anticipated, the US Federal Reserve
cut its Federal Funds Rate another 25 basis points (0.25%)
at the conclusion of its October meeting; the cut brought
the policy rate back to where it was in June 2018. Across
the Atlantic, the European Central Bank maintained its key
deposit rate at its historic low of -0.50%, continuing to
highlight the adverse economic climate across the
continent. Central Bank easing was a key theme in
emerging markets; in November alone, seven emerging
market economies (including China) lowered their policy
interest rates in an attempt to encourage economic growth.
In China the People’s Bank of China also boosted local
market liquidity by increasing lending through its medium-
term lending facility.

The international trade theatre also played a pivotal role for
markets in the last quarter of 2019, with the evolving
relationship between the US and China contributing to
some intra-quarter volatility, before ultimately finishing the
year on a positive note. The relationship between the
world’s two largest economies soured in November when,
against the backdrop of the Hong Kong protests, US

President Donald Trump signed a bill allowing for the
blacklisting of Chinese officials responsible for human
rights abuses. Despite this, in December the leaders of the
two nations announced the agreement of a ‘phase one
deal’. Included in the scope was the phasing out of US
tariffs on Chinese goods, while China in return would
investigate changing its intellectual property protections
and commit to increased purchases of US agricultural
goods.

Domestically, the Reserve Bank of New Zealand (RBNZ)
was restrained over the quarter, keeping the Official Cash
Rate unchanged at 1.0%. The Monetary Policy Committee
determined that New Zealand wage growth and fiscal
spending, coupled with existing interest rate levels were
sufficient to offset any potential economic headwinds. The
Committee noted however that growth had eased over Q2
and some wider domestic economic indicators had also
softened. The NZX50 Index ultimately climbed +5.3% over
the quarter, supported by a buoyant property market and
generally positive domestic economic environment. This
was reflected in the performance of the NZ dollar, which
increased against most major currencies and jumped 5.1%
on a trade weighted basis over the quarter.

SIGNIFICANT DEVELOPMENTS
The Reserve Bank of New Zealand (RBNZ), in its
November monetary policy statement, left the Official
Cash Rate unchanged at 1.00%.

The US Federal Reserve cut its Federal Funds Rate
by 0.25% at the conclusion of its October meeting (to
1.50% - 1.75%), the third such cut in 2019.

The Hong Kong protests escalated over the quarter
with the local economy slipping into recession for the
first time since the Global Financial Crisis, as the
economy shrank by a further -3.2% in Q3.
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The United Kingdom General election concluded on
12 December with Conservative Party Leader and UK
Prime Minister Boris Johnson securing an
overwhelming majority and ending the deadlock in the
domestic parliament over Brexit.

MARKET OUTLOOK
As we move into the first quarter of 2019, the general
theme remains unchanged that the global economy is
experiencing a subdued pace of growth. The World Bank
and International Monetary Fund (IMF) both recently
released their latest global economic outlooks. The World
Bank expects the global economy to grow 2.5% over 2020
and a further 2.6% and 2.7% in 2021 and 2022
respectively. While still far from recessionary territory, the
forecasts have still been downgraded from the estimates
contained in its previous report. The World Bank
highlighted that recent European manufacturing data was
worse than expected, as were the effects of the slowdown
in China. The IMF also noted that Indian economic data
was poorer than expected.

Despite downgraded projections for 2020, the global
growth outlook remains broadly positive. Some of the risk
factors weighing on medium term growth have abated; in
the Asia-Pacific, the signing of the ‘phase one’ agreement
between the United States and China has provided some
reassurance to markets. In Europe, the decisive election in
the United Kingdom has ended the political paralysis
around Brexit and provided more directional certainty.

Additionally, global administrations indicated their
willingness to boost fiscal spending. In the United States
the Federal Government ran a $984-billion-dollar deficit for
the year ended September 2019 (up 26% on the prior
year). Meanwhile, in China, expectations are building that
China will boost its infrastructure spending in 2020.
Meanwhile, major Central Bank monetary policies look set
to remain accommodative for much of the year; most
notably Federal Reserve Chairman Jerome Powell
indicated that the Fed would not raise interest rates in his
November testimony before congress. Across the Atlantic,
there is also little sign that the European Central Bank will
lift rates from its current low. Consequently, while there are
economic headwinds present, the overall economic
environment remains supportive.

In New Zealand, the economic environment remains
robust; the economy grew by 0.7% over the September
quarter, up from 0.1% in the June quarter. The New
Zealand Treasury forecasts growth to pick up in
2020/2021, supported by fiscal spending and low interest
rates. The labour market remains tight with 4.2%
unemployment and business confidence has lifted to its
highest level since 2017. Slowing export growth, lower net
migration and easing household consumption remain
potential threats to a positive growth outlook. However, the
RBNZ has expressed a willingness to cut interest rates
further if growth declines and central government spending
is expected to increase.

TRANS-TASMAN EQUITIES
Returns on NZ (+5.3%) and Australian (+0.7%) equities
were positive over the quarter. Despite the uncertainty of
the future of the Tiwai Point smelter weighting on energy
stocks in October, the NZX50 continued to benefit from the
low interest rate environment and improving business
confidence. Across the Tasman, Australian performance
was more subdued despite the Reserve Bank of Australia
shaving another 0.25% off its benchmark interest rate at
the start of the quarter. Concerns surrounding the
performance of the banking sector and the potential effects
of the bush fires in New South Wales weighed on returns
from companies listed on the Australian Stock Exchange
over the quarter. The NZX50 and ASX200 indexes finished
the year up +31.6% and +23.4% respectively.

GLOBAL EQUITIES
Developed global equities climbed over the quarter,
supported by the historically low interest rate environment
and reprieve in trade tensions between the United States
and China; the MSCI World Index ended the 3-month
period up +7.5% (+0.9% in unhedged NZ dollar terms). US
equities (+9.0%), which comprise close to 60% of the
developed market index, led the gains over the quarter.
European equities (+4.5%) continued to lag their
developed counterparts with disappointing corporate
earnings weighing on prices. Emerging markets (+9.5%)
finished the year on a strong note, benefitting from a range
of local interest rate cuts, the reprieve in US-China trade
tensions and a softening US dollar.

Within developed markets, Health Care (+10.2%)
delivered double-digit returns, while Oil (+9.5%) and
Information Technology (+9.1%) also performed well.
Telecommunication Services (+5.9%), Industrials (+5.6%),
Financials (+5.2%), Materials (3.6%), Consumer
Discretionary (+3.1%) and Consumer Staples (+0.1%) also
delivered positive returns over the quarter. Real Estate
(-0.3%), Energy (-0.4%) and Utilities (-2.2%) eased over
the period, reflecting investor preference for more growth
orientated assets over their more defensive counterparts.

PROPERTY
After a strong previous quarter, the global listed property
sector delivered a small positive return over the December
quarter, gaining +0.7% (NZD hedged). With the US
Federal Reserve implementing only modest rate cuts and
investor risk appetite favouring equities, listed property
returns were more subdued compared to previous
quarters. The sector lagged global equities over the year,
finishing the 12-month period up +21.4% (NZD hedged).

LISTED INFRASTRUCTURE
The listed infrastructure sector returned +2.2% (NZD
hedged) over the quarter. Water utilities, toll roads, rail
roads and airport service providers drove performance of
the sector in Q4. Emerging markets generally
outperformed their developed market peers, with Brazil
and Russia among the best performing countries over the
quarter. The sector ended 2019 up +23.7% (NZD hedged).
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Investment Environment
NEW ZEALAND QUARTERLY MARKET REVIEW | DECEMBER 2019

NZ BONDS AND CASH
NZ Bonds returned -2.0% over the quarter with NZ
corporate bonds and NZ government bonds returning
-1.2% and -2.9% respectively. Sector returns fell as
investor risk appetite increased favouring equities. The NZ
10-year bond yield rose to 1.65% over Q4, up from 1.09%
at the end of the previous quarter. NZ cash returned +0.3%
over the quarter.

GLOBAL BONDS
Global aggregate bonds fell -0.6% over the quarter with
global bond yields rising over the period; the US 10-year
bond yield rose 0.24% over the quarter to end 2019 at
1.92%, albeit still well below the 2.68% at the beginning of
2019. The reprieve in trade tensions between the United
States and China shifted investor preference to favour
more growth orientated assets over the quarter;
accordingly, global corporate bonds (+0.7%) performed
better than global government bonds (-1.6%) over the
period. Despite the weakness over the quarter global
aggregate bonds still returned +7.5% over the year.

COMMODITIES
Commodities returned +3.9% over the quarter. Energy
delivered mixed performance; crude oil prices recovered
from the drop in Q3 while natural gas, despite spiking over
November, fell back over December, as the supply outlook
dragged on prices. In the precious metals sector, gold
made some gains against the background of President
Trump’s inflammatory November comments about China.
Copper also performed well in December on the
expectation that a reprieve in trade tensions would
translate into improved Chinese economic performance
and increased demand for the natural resource.

CURRENCY
In contrast to the previous quarter, the New Zealand dollar
(NZD) appreciated against most major currencies in the
December quarter, in part reflecting overseas major central
banks cutting their benchmark interest rates and continued
domestic economic stability following the surprise 0.5%
interest rate cut in August. The NZ dollar appreciated 7.6%
against the US dollar, 3.2% against the Australian dollar
and 4.5% against the euro, finishing the quarter up 5.1%
against the trade weighted index of currencies.

Sector Benchmark

NZ Equities S&P/NZX 50 with Imputation Credits

Australian Equities S&P ASX200 (AUD)

Global Equites MSCI World Index with net dividends
reinvested (in local currency)

Global Equites (unhedged) MSCI World Index with net dividends
reinvested (NZD)

Global Listed Property FTSE EPRA NAREIT Developed
Index (NZD hedged)

Global Listed Infrastructure FTSE Global Core Infrastructure 50/50
(NZD hedged)

Commodities Bloomberg Commodity Index (NZD
hedged)

NZ Bonds S&P/NZX NZ Government Bond Index

Global Bonds - Government Citigroup World Government Bond
Index (NZD hedged)

Global Bonds - Aggregate Bloomberg Barclays Global Aggregate
Index (NZD hedged)

Cash S&P/NZX Bank Bills 90-Day Index
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Information Report
To Audit and Risk Committee 

From Finance Manager, Vipul Mehta

Date 12 February 2020

Subject Mercer Alternatives Hedge Fund

(This report shall not be construed as policy until adopted by full Council)

Executive Summary

1. Mercer has provided the Alternative Hedge Funds Report as at 30 January 2020.

Recommendation

THAT the Audit and Risk Committee receives the Alternative Hedge Funds Report as at 
30 January 2020.
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H E A LT H  W E A LT H  C A R E E R

30 JANUARY 2020

Garth Gregory
Senior Associate

S O U T H  T A R A N A K I
D I S T R I C T  C O U N C I L

L O N G  T E R M  I N V E S T M E N T
F U N D

M E R C E R  A L T E R N A T I V E S :
F U N D  O F  H E D G E  F U N D S
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• Access non-traditional sources of return risks that dominate traditional portfolios

• Less reliance on the direction of capital markets (beta) through absolute return focus

• Allows similar expected returns to be achieved with lower risk, although likely to lag when
markets are strong

Additional return sources captured by
hedge funds:

• Less constrained security selection
• Variable beta
• Complexity
• Deal risk

• Liquidity provision
• Spread

• Other (e.g. insurance provision)

Drivers of a typical growth portfolio:

Equity

Interest
Rate

Credit

Emerging
Market

H E D G E  F U N D S  – W H Y  I N V E S T ?
N O N - T R A D I T I O N A L  R I S K  F A C T O R S
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W H Y  I N V E S T  I N  H E D G E  F U N D S ?
D A M P E N I N G  C Y C L E  E F F E C T S

§Over their full history, hedge funds have
delivered returns in line with global equities with
approximately 1/3 the volatility.

§Generally, over full market cycles, hedge funds
have demonstrated their benefit in a portfolio,
as illustrated in the table below.

Ø Over the first two cycles, hedge funds
outperformed equities with less risk.

Ø While hedge funds have underperformed
equities in the current market cycle, the low
volatility profile has remained consistent
and attractive, particularly as a diversifier
to equities that carries no interest rate risk.
The comparison versus equities in the
current cycle has been distorted by the
end-period parabolic move in the equity
markets.

Hedge Funds
Return: 6.3% p.a.
Volatility: 5.4% p.a.
Sharpe: 0.6

Ann.
Return

Ann. Std
Dev

Ann.
Return

Ann. Std
Dev

1.  Jan '90 - Mar '00 11.5 14.2 13.0 6.1

2.  Apr '00 - Oct '07 4.6 13.5 6.3 4.2

3.  Nov '07 - Dec '19 4.5 16.2 1.1 5.0

Market Cycle
MSCI ACWI HFR FOF

Equities
Return: 7.2% p.a.
Volatility: 14.9%
Sharpe: 0.2

Since Inception:
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W H Y  I N V E S T  I N  H E D G E  F U N D S ?
D A M P E N I N G  C Y C L E  E F F E C T S
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MSCI ACWI HFR FOF Index

Source: HFRI FoF composite Index and MSCI ACWI from Jan 1990 to Dec 2019
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W H Y  I N V E S T  – R O L E  W I T H I N  A  P O R T F O L I O ?

H E D G E  F U N D S
O V E R V I E W

• Access to non-traditional sources of return – reduce equity and interest rate risk that dominate traditional
portfolios

• Risk reduction through risk diversification - downside protection with upside participation
• Potential to generate alpha with less volatility than public equity markets
• Optimal risk/reward profile

M A I N  D R A W B A C K S

W H A T  I S  I T ?

• Hedge funds are NOT an asset class, rather a collection of heterogeneous investment strategies which can
be utilised to gain exposure to a variety of non-traditional risks (“hedge fund risks”).

• No two hedge funds are alike, commonality is the structure. Hedge funds can be conservative, aggressive,
and everything in-between.

• The private fund structure provides an open architecture that facilitates a less constrained investment
approach.

• Liquidity depends on
implementation

• Complexity / opaqueness

Low-Moderate Small
Cap Premium

Risk / Return Drivers:

Low-Moderate Equity
Risk Premium

Low-Moderate Credit
Risk Premium High Alpha Potential

Moderate Illiquidity
Premium

Low-Moderate Term
Premium

• High fees
• Active risk
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W H A T  A R E  H E D G E  F U N D S ?
T H E  H E D G E  F U N D  T O O L  B O X

HEDGE FUNDS

LONG/SHORT

• Hedge funds have
the ability to invest
both the long and
short

• Taking long positions
in stocks that are
expected to
appreciate and short
positions in stocks
that are expected to
decline

• Short selling enables
a strategy to  profit
from  a position that
is expected to
decline in value

ABSOLUTE
RETURN

• Hedge funds focus
on “absolute return”
rather than
performance relative
to a specific
benchmark

MANAGER
SKILL

• Hedge funds are
more reliant on
investment manager
skill (successful
active management)
than the direction of
markets in general

• Returns are less
reliant on market
direction and should
be more consistent
over time

LEVERAGE

• Hedge funds have
the ability to borrow

• Applying leverage
enables a strategy to
amplify position
sizing to exploit
opportunities in a
more sizeable
manner however this
flexibility needs to be
managed carefully

INVESTMENT
FLEXIBILITY

• Hedge funds have
few restrictions on
asset classes and
investment
techniques they can
employ

• However, most
hedge funds do tend
to specialise
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H E D G E  F U N D S
A  C O L L E C T I O N  O F  D I V E R S E  S T R A T E G I E S

Equity
Long/Short

RISK

Managed
Futures

EQUITY CREDIT MACRO RELATIVE VALUE

Convertible
Arbitrage

Fixed
Income

Arbitrage

Equity
Market
Neutral

Merger
Arbitrage

Commodities Currencies

Global
Macro

Short
Biased

Event
Driven

Activist

Long/Short
Credit

Distressed
Credit

EM Credit

Insurance
Linked
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M L A S  ( M E R C E R  L I Q U I D  A LT E R N AT I V E  S T R AT E G I E S )

Manager Allocations

The chart shows the capital
allocation across the underlying
strategies at the end of the
December quarter. The figures in
the chart are adjusted to allow for
the investment transactions that
took effect at the end of the
quarter.

The MLAS portfolio provides institutional investors with access to a diversified combination of liquid
alternatives strategies that are highly rated by Mercer.
The portfolio aims to outperform cash by 3% - 5% p.a. (net of all fees) with a volatility target of 5% - 7%, and
an expected correlation with the MSCI World Index of less than 0.4 over rolling five-year periods. Over
shorter time periods, the portfolio aims to outperform the HFRI FOF: Market Defensive Index.

AQR

Arrowgrass

CQS
Everett

LMR

Taconic

Anchorage
SC

GSA
Millburn

Brevan
Howard

Bridgewater

GMO

H2O

IPM
PharoAnchorage

CP

Makuria

Bloom Tree

Greenvale

Marshall
Wace

Renaissance
Technologies

Elementum
Nephila

2.3%

7.0%

29.3%

8.2%

19.1%

9.4%

LONG/
S HORT
E QUITY

RE LATIV E
VA L UE

MA C RO

INS URA NC E
-L INK E D

TA IL -RIS K
HE D GING

MA NA GE D
F UTURE S

MULTIS TRATE GY
22.8 %

S INGLE  S TRATE GY
6 6.0%

HE D GING
9.2%
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Information Report
To Audit and Risk Committee 

From Finance Manager, Vipul Mehta

Date 12 February 2020

Subject Statement of Investment Policy and Objectives 

(This report shall not be construed as policy until adopted by full Council)

Executive Summary

1. Mercer has provided the Statement of Investment Policy and Objectives.

Recommendation

THAT the Audit and Risk Committee receives the Statement of Investment Policy and 
Objectives.

5

Audit and Risk Committee - Information Reports

191



1

SOUTH TARANAKI DISTRICT COUNCIL

LONG TERM INVESTMENT FUND

Statement of Investment

Policy and Objectives

Adopted by the Council

On:   ____________________________

Signed: ____________________________
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South Taranaki District Council LTIF SIPO 1

 1

Executive Summary

Introduction
The Fund represents the proceeds from the sale of Egmont Electricity Limited and the
resulting assets are held in a separate fund for the long term benefit of the district’s
ratepayers.

Investment Priorities
The Investment Priorities of the Fund include:
§ A drawdown of $3.87 million will be withdrawn from the Fund each year to subsidise

general rates. This amount will be reviewed every three years to coincide with a new
Long Term Plan.

§ A drawdown of $1.73 million each year will be withdrawn to service loans for specified
community projects.

§ A drawdown of $0.96 million each year will be withdrawn to fund the Hawera Town
Centre Upgrade and Earthquake Prone Building Projects expenses and to service
loans.

§ Maintain the real value (as opposed to face value) of the capital of the LTIF with
regards to inflation.

§ An investment fluctuation reserve will be established at a level appropriate for the
level of risk.

Performance Objectives
The Fund aims to earn an overall net real return (i.e. after fees and inflation – and tax,
where applicable) of 4.0% pa over the longer term (rolling 10 year periods).

Council
The South Taranaki District Council (“Council”) will be responsible for the following:

§ Setting the Fund’s investment strategy, including the level of risk and investment
performance objectives, and investment policies.

§ Determining the appropriate number of investment managers, and selecting and
changing those managers as appropriate after having taken advice from the
Investment Consultant.

5

Audit and Risk Committee - Information Reports

194



South Taranaki District Council LTIF SIPO 2

§ Reviewing this SIPO annually, including the investment strategy, policies and
manager configuration, and instructions to Manager and the Investment Consultant.

§ Ensuring that the level of redemptions from the Fund is consistent with the Fund’s
objective to maintain equity, in terms of amounts available for distribution, between
present and future generations.

§ Providing cash flow information to the Investment Consultant with respect to future
deposits and redemptions.

§ Appointing the Investment Consultant.

Strategic Asset Allocation
After seeking advice from its Investment Consultant, the Council has determined a
Strategic Asset Allocation (“SAA”) or Benchmark Portfolio that, in its view, best
reflects the Council’s risk preference and that is appropriate given the Council’s
investment objectives, as follows:

Sector Benchmark
%

Ranges
%

Trans-Tasman Equities 12.0 7.0 – 17.0

Global Equities* 25.0 15.0 – 35.0

Global Equities – Low Volatility* 6.5 0.0 – 13.0

Total Equities 43.5

Alternatives (hedged) 6.5 0.0 – 13.0

Global Listed Property (hedged) 5.0 0.0 – 10.0

Global Listed Infrastructure (hedged) 5.0 0.0 – 10.0

Total Real Assets and Alternatives 16.5

Total Growth Assets 60.0 50.0 – 66.0

NZ Fixed Interest 9.0 6.0 – 12.0

International Fixed Interest (hedged)** 22.0 14.0 – 30.0

Cash and Short Term Securities 9.0 5.0 – 20.0

Total Income Assets 40.0 34.0 – 50.0

* Across Global Equities and Global Equities – Low Volatility (the Global Shares sector),
the hedging ratio will be 50% across the sector. Some of this hedging is implemented via
the Global Listed Property sector.

**The International Fixed Interest Fund include “Internal Borrowings” which the Council
has the ability to fund internally by the way of borrowings from the LTIF, up to 30% of the
principal vale at the commencement of the LTIF as per the Investment Policy.

Investment Structure
The selection of assets within an asset class is typically delegated to external investment
managers. The Council has determined that the Fund’s assets will be managed under an
active multi-manager, sector specialist structure.
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South Taranaki District Council LTIF SIPO 3

Capital Base
In terms of the assets of the Fund, the Capital Base is $91,440.000 as at 30 June 2005.

Distribution Policy
Specifically, the annual returns in any year will be distributed as follows:

§ The amount required to meet the Council’s rates subsidy needs (currently $3.87m).
§ Next, the amount required to meet the Council’s loan servicing for specified

community projects (currently $1.73m).
§ Next, the amount required to meet the Council’s expenses and loans servicing for the

Hawera Town Centre Upgrade and Earthquake Prone Buildings Projects (currently
$0.96m).

§ An amount equal to the New Zealand Consumer Price Index (“CPI”) for the year will
be credited to the Inflation Reserve.

§ Lastly, to the Investment Fluctuation Reserve.

Taxation
The Fund is exempt from taxation on both capital gains and income.  Ongoing investment
management of the Fund is to be carried out in a manner consistent with the Fund’s tax-
exempt status.

Review Date
The date of the next SIPO review is to be February 20202021 or sooner if market
conditions warrant or the investment structure is altered.
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South Taranaki District Council LTIF SIPO 4

 2

Introduction

Purpose
This document establishes the framework set by the Council for the governance and
investment of the Council’s Long Term Investment Fund (“Fund”) investment assets by
providing a clear statement of the investment policies and objectives that must be adhered
to when investing the Fund.

Establishment
The Fund represents the proceeds from the sale of Egmont Electricity Limited and the
resulting assets are held in a separate fund for the long term benefit of the district’s
ratepayers.

Effective Date
This Statement of Investment Policy and Objectives (“SIPO”) takes effect from 13
February 201912 February 2020.

Review Date
The date of the next SIPO review is to be February 20202021 or sooner if market
conditions warrant or the investment structure is altered.

The SIPO should be formally reviewed on an annual basis or as market conditions
warrant.
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South Taranaki District Council LTIF SIPO 5

 3

Priorities

Aim
The Fund has as its principal aim the long term benefit of the district’s ratepayers.

Investment Priorities
The Investment Priorities of the Fund include:
§ A drawdown of $3.87 million will be withdrawn from the Fund each year to subsidise

general rates. This amount will be reviewed every three years to coincide with a new
Long Term Plan.

§ A drawdown of $1.73 million each year will be withdrawn to service loans for specified
community projects.

§ A drawdown of $0.96 million each year will be withdrawn to fund the Hawera Town
Centre Upgrade and Earthquake Prone Building Projects expenses and to service
loans.

§ Maintain the real value (as opposed to face value) of the capital of the LTIF with
regards to inflation.

§ An investment fluctuation reserve will be established at a level appropriate for the
level of risk.

Performance Objectives
The Fund aims to earn an overall net real return (i.e. after fees and inflation – and tax,
where applicable) of 4.0% pa over the longer term (rolling 10 year periods).

In addition, outperformance will be sought where appropriate (i.e. where management is
active as opposed to passive) relative to the notional return on a benchmark portfolio
designed to reflect the risk profile according to which the assets are invested at the time.

Risk Profile
The risk profile of the investment strategy of the Fund will be set to maximise the long-
term return within the context of the market environment and risk levels.
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South Taranaki District Council LTIF SIPO 6

§ The long term performance objective of a real return after investment expenses of at
least 4.0% per annum is expected to be achieved with a 67% probability1 over a ten
year period.

§ The probability of the Fund’s investment strategy generating a negative return in any
one year is 18%, which equates to an annual loss on average every 5.6 years.

1 This probability is based on expected market and active management returns as per your Strategic Asset
Allocation Review dated August 2017.
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South Taranaki District Council LTIF SIPO 7

 4

Allocation of Responsibilities

Council
The South Taranaki District Council (“Council”) will be responsible for the following:

§ Setting the Fund’s investment strategy, including the level of risk and investment
performance objectives, and investment policies.

§ Determining the appropriate number of investment managers, and selecting and
changing those managers as appropriate after having taken advice from the
Investment Consultant.

§ Reviewing this SIPO annually, including the investment strategy, policies and manager
configuration, and instructions to Managers and the Investment Consultant.

§ Ensuring that the level of redemptions from the Fund is consistent with the Fund’s
objective to maintain equity, in terms of amounts available for distribution, between
present and future generations.

§ Providing cash flow information to the Investment Consultant with respect to future
deposits and redemptions.

§ Appointing the Investment Consultant.

Investment Consultant
The Investment Consultant will assist the Council to develop the Fund’s investment
strategy and policies, advise on investment manager selection, help evaluate the
performance of the Fund’s investments and its investment managers, and provide
strategic research and market information.

The Investment Consultant is responsible for the following:

§ Advising the Council of events and changes that may affect the manner in which the
Fund's assets should be invested.

§ Advising the Council which are the most appropriate investment managers for each
asset class within the Fund.

§ Monitoring each Investment Manager's performance and the Fund's total performance
relative to the Council’s adopted investment performance objectives.
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South Taranaki District Council LTIF SIPO 8

§ Evaluating the appropriateness over time of the long term asset allocation policy
(Benchmark Portfolio).

§ Participating with the Council in the annual review of this SIPO.

§ Monitoring the split of assets between the Investment Managers on a monthly basis
and advising the Council when rebalancing is required.

§ Carrying out other projects as required in line with the provisions of the Letter of
Engagement between the Council and Investment Consultant.

5

Audit and Risk Committee - Information Reports

201



South Taranaki District Council LTIF SIPO 9

 5

Investment Policy

General
In taking decisions on investment strategy, the Council will have regard to the overall
circumstances of the Fund, and will comply with all applicable legislative requirements.

Investment risk will be limited by appropriate diversification both within and between asset
classes.

Investments in assets other than those contemplated by this SIPO are not permitted.

Risk Management
It is noted that the Fund’s assets are exposed to different investment risks that will lead to
variations between the actual and expected returns. To reduce the potential negative
effects of these risks on the Fund’s purposes, the Council has management policies and
principles.

Key risks and mitigating factors are set out in the Council’s Treasury Risk Management
Policy and more specifically for the Fund, in Appendix 1. In addition:

§ The Council meets regularly, and investment performance and outlook is a specific
agenda item.

§ A comprehensive investment reporting process applies.
§ An independent investment consultant is used.
§ The investment policies are subject to an annual review.

The risk management policies will be reviewed each year in light of the Fund’s overall
strategies to confirm their ongoing appropriateness.

Taxation
The Fund is exempt from taxation on both capital gains and income.  Ongoing investment
management of the Fund is to be carried out in a manner consistent with the Fund’s tax-
exempt status.  It is noted that on certain overseas assets it may not be possible to claim
back withholding tax paid to overseas authorities.
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South Taranaki District Council LTIF SIPO 10

The Fund does not need to use Portfolio Investment Entity (“PIE”) vehicles, but where the
Fund does elect to invest into a PIE vehicle a 0% Prescribed Investor Rate (“PIR”) will be
elected in accordance with the Fund’s tax exempt status.
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 6

Investment Strategy

Investments can generally be divided into broad asset classes within which investments
share common characteristics.  The performances of the various asset classes tend to
differ from each other.  Broad diversification among asset classes is the cornerstone of
modern portfolio management.  The differing characteristic of the varying asset classes
provides risk-reducing benefits from diversification when they are aggregated into a total
portfolio.

Asset Classes
The Fund can be invested in the following general asset classes:

§ Global equities, focusing on large capitalisation stocks from developed markets, but
may also include emerging market and small capitalisation equities.

§ New Zealand equities, incorporating a constrained allocation (up to 35%) to
Australian equities (recognising the close economic relationship with Australia).

§ Real Assets, which can be sub-categorised into listed infrastructure, direct property
and listed property, in turn incorporating trans-Tasman (listed on either the New
Zealand or Australian stock exchanges) and global.

§ New Zealand fixed interest, which can be sub-categorised into sovereign and
investment grade.

§ Global fixed interest, which can be sub-categorised into sovereign and non-sovereign,
and may include emerging market debt.

§ Alternative Assets, including high yield fixed interest, private equity and hedge funds.

§ Cash or short term securities.
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South Taranaki District Council LTIF SIPO 12

Internal Borrowing
The Council has determined to include Internal Borrowing as part of its investment
strategy.

With respect to Internal Borrowing:

§ Infrastructure funding related borrowings are backed by rates and involve the return
of lending and payment of interest at short term rates over the next five to 20 years.

§ Interest rates are variable and are set annually by the Council according to prevailing
market conditions. The level of returns is less than that expected from equity
investments.

§ The borrowings are illiquid, i.e. the holdings can not be traded in full or in part.

Strategic Asset Allocation
After seeking advice from its Investment Consultant, the Council has determined a
Strategic Asset Allocation (“SAA”) or Benchmark Portfolio that, in its view, best
reflects the Council’s risk preference and that is appropriate given the Trustee’s
investment objectives, as follows:

Sector Benchmark
%

Ranges
%

Trans-Tasman Equities 12.0 7.0 – 17.0

Global Equities 25.0 15.0 – 35.0

Global Equities – Low Volatility 6.5 0.0 – 13.0

Total Equities 43.5

Alternatives (hedged) 6.5 0.0 – 13.0

Global Listed Property (hedged) 5.0 0.0 – 10.0

Global Listed Infrastructure (hedged) 5.0 0.0 – 10.0

Total Real Assets and Alternatives 16.5

Total Growth Assets 60.0 50.0 – 66.0

NZ Fixed Interest 9.0 6.0 – 12.0

International Fixed Interest (hedged) 22.0 14.0 – 30.0

Cash and Short Term Securities 9.0 5.0 – 20.0

Total Income Assets 40.0 34.0 – 50.0

Currency Policy
Currency risk is the risk that foreign currency denominated assets will lose value as the
result of an adverse exchange rate movement. Unmanaged currency movements can
have a material impact on investment returns over the short term.
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Currency hedging is essentially protection against changes in currency exchange rates.
Those assets which are not hedged will have exposure to currency exchange rate
movements, resulting in a benefit when the New Zealand dollar goes down and a
decrease in value when the New Zealand dollar goes up.

The currency policy is to hedge total Global Shares investments at 50% (after tax if any).
Australian currency exposure within the Trans-Tasman Shares portfolio will be hedged at
the discretion of the Investment Managers. The benchmark hedging target for
Alternatives, Real Assets and Global Bonds portfolios is 100% (after tax if any).

The Currency Policy is developed and reviewed with the assistance of the Investment
Consultant as part of the investment strategy.

Where appropriate, currency hedging will be implemented by the relevant Investment
Manager(s) (and consideration of their ability to do so will form part of the selection
process). Where this is not appropriate, the Trustees may appoint an Investment Manager
to implement Currency Hedging.

Monitoring of currency exposure in accordance with this Policy will occur as per Section 7
of this SIPO.

Currency Hedging
After seeking advice from its Investment Consultant, the Council has determined that a
benchmark foreign exchange position as follows:

Asset Class Benchmark (%)1 Range (%)

Tran-Tasman Shares2 n/a n/a

Global Equities (including Low
Volatility) 3

50 45 – 55

Alternatives and Real Assets3 100 95 – 105

International Fixed Interest 100 95 - 105

1 The Benchmark position is after tax, if any. LTIF is not currently a tax paying entity.
2 Australian currency exposure within the Trans-Tasman Shares portfolio will be hedged at
the discretion of the Investment Manager(s).
3 The Benchmark position may be achieved across sectors, i.e. over-hedging (due to tax
structures) in Real Assets may supplement under-hedging in Global Equities.

Investment Structure
The selection of assets within an asset class is typically delegated to external investment
managers.  This is subject to investment guidelines that control risk, and otherwise
determine the nature of potential investments for each mandate.

The Council has determined that the Fund’s assets will be managed under an active multi-
manager, sector specialist structure. Investment Managers are appointed by the Council
on the advice of Investment Consultant, after assessing the universe of appropriately
skilled managers available for the asset class in question. The Council, at its sole
discretion, may change Investment Managers from time to time as it sees fit.
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The current managers and mandates are specified in Appendix 2.

Rebalancing
§ The exposures to the various asset classes, will be monitored monthly, taking into

account the underlying exposures in any pooled investment vehicles and the impact
of futures and options on an effective exposure basis, by the Investment Consultant.

§ If any asset class allocation exceeds the ranges set out above, then sufficient assets
will be transferred, on the Council’s authority, to bring the weights to benchmark.

§ In considering rebalancing, the Council can take into account recent volatility and the
likelihood market movements may result in asset classes moving back to within the
specified ranges, along with transactions costs likely to be incurred in any transition.

§ The regular cashflow requirements of the Council provide an opportunity to assist in
rebalancing the Fund towards target weights, by directing the outflows to the
overweight asset class(es) and any inflows to underweight asset class(es).
Rebalancing can also be undertaken by selling overweight asset classes to fund
underweight asset classes.

§ From time to time the Council may deviate from the long term asset allocation
strategy in order to preserve capital in extreme market conditions.  Such positions are
to be taken after consideration of advice from the Investment Consultant with input
from the fund managers in the appropriate investment sector.

Liquidity Policy
The Council requires liquidity to meet payment obligations that include:

§ Rates subsidy
§ Investment commitments, such as forward foreign exchange cover, and calls on

committed capital.
The Council requires a high degree of confidence that during any periods of extreme
market volatility, liquidity demands can be met. The Fund’s primary source of liquidity is its
Cash investment. In principle, around two years worth of rates subsidy should be held in
Cash. Cash investments also play a role in the Fund’s investment strategy, providing a
stable return with low volatility. The Fund’s investment strategy supports its liquidity
requirements by predominantly investing in listed securities.

Illiquid Investments
However, as a genuine long-term investor, the Fund is in a position to benefit from the
illiquidity premium, that is, the return premium derived from the Council’s willingness to
commit to an investment for a fixed period.

Illiquid investments can take many forms, including direct property, private equity, unlisted
funds (such as infrastructure) and timber. In addition to offering a (possible) return
premium, these assets possess different risks to liquid or listed investments, typically have
higher fees, present valuation challenges and require more intensive governance.

As a result, the Fund’s exposure to illiquid investments is restricted, in the first instance, to
its allocation to Real Assets and Alternatives, being 16.5%.
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In principle, the Fund expects to hold up to half this allocation in illiquid investments,
although from time to time (as opportunities arise), it may elect to hold either nothing, or
the whole amount, in illiquid investments.

Review
The appropriateness of the Benchmark Portfolios will be formally reviewed at least once
every three years, but kept under constant monitoring to reflect any fundamental changes
in the investment environment and changes to the Council’s investment policy.
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 7

Investment Performance Monitoring

The principal goals of performance monitoring are to:

§ Assess the extent to which the Fund's investment objectives are being achieved;

§ Compare the performance of the Fund's appointed Investment Managers against the
performance of other relevant professional managers and market indices;

§ Ascertain the existence of any particular weakness in the Investment Manager or the
investment product(s) utilised; and

§ Allow the Council to continually assess the ability of each Investment Manager(s) to
successfully meet the Fund's priorities.

Benchmarks
Benchmarks are a tool against which to measure the effectiveness of investment strategy
either at a whole of Fund level, at an asset class or at the manager level. The general
principle of benchmarks at an asset class or manager level is they should be replicable –
that is, it should be possible to create a portfolio of securities which mirrors (or at least
very closely resembles) that used within the benchmark.

At the asset class level, benchmarks provide an effective way of measuring the skill with
which the manager selects securities within the portfolio being managed.

The risk and return characteristics of the benchmarks used for the Fund as a whole and
for individual asset classes must be broadly consistent with those considered in the
analysis used to construct the SAA.

Performance (before tax and fees) for individual asset classes will be measured against
suitable indices such as those indicated in the following table:
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Asset Class Index

Trans-Tasman Equities S&P/NZX50 Index (without imputation credits)

Global Equities MSCI All Country World Index ex Australia – Total Return Net
Dividends (55% hedged to NZD*)

Global Equities – Low
Volatilty MSCI World Minimum Volatility Index (in NZD)

Global Listed
Infrastructure

FTSE Global Core Infrastructure Capped 50/50 Index (100%
hedged to NZD)

Alternatives HFRI FOF: Market Defensive Index (100% hedged to NZD)

Global Listed Property FTSE EPRA/NAREIT Developed Real Estate Index (139%
hedged into NZD*)

New Zealand Fixed
Interest

Bloomberg NZBond Composite 0+ Yr Index

Overseas Fixed Interest Bloomberg Barclays Global Aggregate Index ( 100% hedged
into NZD)

NZ Cash S&P/NZX 90-Day Bank Bill Index

Notes:
§  Pre-tax returns will be monitored against gross hedging ratios
§ NZX = New Zealand Stock Exchange
§ MSCI = Morgan Stanley Capital International
§ FTSE = Financial Times Stock Exchange
§ HFRI = Hedge Fund Research Incorporated
§ FTSE EPRA NAREIT = Financial Times Stock Exchange, European Public Real Estate Association,

National Association of Real Estate Investment Trusts (US)

Fund Performance
Returns on the Fund will be monitored by the Council in relation to the Benchmark
Portfolio nominated in this SIPO. The Benchmark Portfolio is a performance monitoring
tool intended to reflect the Council’s adopted investment policy objective.

Manager Performance
§ Returns achieved by the appointed Investment Managers will be assessed by the

Council in relation to their stated objectives and the objectives of the Fund.  Returns
will also be compared with returns earned by a suitable peer group, such as a group
of other professional fund managers.

§ The Investment Managers will report at least quarterly in accordance with a format
agreed with the Council.
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§ Investment Managers’ performance will be monitored quarterly with a view to an
annual evaluation of rolling three year results.

§ Investment Managers’ roles will be reviewed by the Council on a regular basis.
Factors taken into account in these reviews will include investment style, resources,
organisational strength, investment performance relative to objectives, and any other
factors considered relevant to the Investment Managers’ continuing ability to meet the
applicable investment objective.

5

Audit and Risk Committee - Information Reports

211



South Taranaki District Council LTIF SIPO 19

 8

Distributions and Reserves

Volatility of Returns
The Council notes that the investment policy objective is a long term goal, but that its
investment strategy contemplates an asset allocation which is likely to generate returns
that demonstrate volatility over the short term. The Council recognises that asset values
over shorter time periods may fall due to negative returns and the total Fund value may
fall below the Real Capital Value in the shorter term.  The Council acknowledges that
exposing the Fund to this volatility is necessary to pursue higher long term returns and
thereby maximize the level of annual distributions from the Fund.

In order to account for investment risk or volatility, the assets of the Fund are to be
invested in such a manner as to achieve a level of return in order to:

1. The amount required to meet the Council’s rates subsidy needs (currently $3.87m).
2. Next, the amount required to meet the Council’s loan servicing for specified

community projects (currently $1.73m).
3. Next, the amount required  to meet the Council’s expenses and loans servicing for the

Hawera Town Centre Upgrade and Eathquake Prone Buildings Projects (currently
$0.96m).

4. An amount equal to the New Zealand Consumer Price Index (“CPI”) for the year will
be credited to the Inflation Reserve.

5. Lastly, to the Investment Fluctuation Reserve.

Capital Base
In terms of the assets of the Fund, the Capital Base is $91,440.000 as at 30 June 2005.

Real Capital Value

For the purposes of this SIPO, the Real Capital Value is the Capital Value expressed in
current dollars – i.e. the Capital Value as calculated above as at June 1995 adjusted for
movements in the CPI since that time.

The value of the Fund may fall below the Capital Base.
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Distribution Policy
Specifically, the annual returns in any year will be distributed as follows:

§ The amount required to meet the Council’s rates subsidy needs (currently $3.87m).
§ Next, the amount required to meet the Council’s loan servicing for specified

community projects (currently $1.73m).
§ Next, the amount required to meet the Council’s expenses and loans servicing for the

Hawera Town Centre Upgrade and Earthquake Prone Buildings Projects (currently
$0.96m).

§ An amount equal to the New Zealand Consumer Price Index (“CPI”) for the year will
be credited to the Inflation Reserve.

§ Lastly, to the Investment Fluctuation Reserve.

Reserving Policy
The Trust will establish the following Reserves to facilitate the achievement of its
Distribution Policy:

Inflation Reserve
Each quarter the Inflation Reserve shall be adjusted by the increase in the Real Capital
Value based on the quarterly change in the New Zealand Consumers Price Index. This
ensures the Fund retains its purchasing power over time.  If there are insufficient returns
available to make this adjustment, the Investment Fluctuation Reserve should be adjusted
accordingly.

Investment Fluctuation Reserve
Each year any excess Income after the adjustment to the Inflation Reserve and
distributions shall be credited to the Investment Fluctuation Reserve. This Reserve will
help offset income fluctuations in future periods.  In particular, this Reserve can be used to
meet distribution requirements during years with low or negative investment returns
without recourse to the Capital Base.

A consistently significant positive balance (equal to 4 year’s distribution sustained for one
year or more) in this Reserve is a signal to the Council that it may be appropriate (but it is
not necessary) to review the investment objectives or the priorities (or both).

5

Audit and Risk Committee - Information Reports

213



South Taranaki District Council LTIF SIPO 21

 9

Environmental, Social and Governance (ESG)
Investment Policy

The Council acknowledges that the Council’s key fiduciary duty to beneficiaries of the
Fund, when setting the Council’s investment policy, is to focus on achieving maximum
returns while maintaining an appropriate level of risk.

The Council encourage their external fund managers to build environmental, social and
governance (ESG) considerations into their investment decision-making processes.

The Council recognise that the Fund will mostly be invested in pooled funds and only
occasionally (with the exception of Cash) holding investments directly. The Council,
therefore, (via their Investment Advisor), will primarily encourage and engage with its
Investment Managers on the application and adoption of environmental, social and
corporate governance (ESG) principles  – the Council recognising this as a component of
best practice in responsible investing. In addition, the Council believe that, in most
instances engagement and dialogue in conjunction with others will have a greater impact
on ESG and SRI (Socially Responsible Investment) practices than divestment.

The Council will incorporate ESG issues into investment analysis and decision-
making processes’ by:
§ Incorporating and addressing ESG issues in the Council’s SIPO.
§ Engaging with and evaluating the competency of our Investment Adviser and

Investment Managers to ensure ESG issues are addressed and incorporated in future
decision making.

§ Requesting our Investment Adviser report to the Council on an as required basis their
internal (in-house) ESG ratings.
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Appendix 1

Key Risks

The table below describes the key risks associated with the different assets the Fund may
invest in.

Asset Example Key risks

Cash and fixed
interest

On call and term
deposits, bonds
and fixed
interest assets
both in New
Zealand and
overseas.

Ø There may be delays or failure to
repay principal and/or interest.

Ø The return on cash and fixed interest
investments may be less than inflation.

Ø Numerous issuer-specific issues may
arise, and investors’ attitudes to the
issuer’s future may change.

Ø Investors’ attitudes to fixed interest
markets as a whole may change
rapidly and frequently, with a
corresponding effect on asset values.

Ø There may be fluctuations in interest
rates which can result in capital
losses.

Shares and
Property

Shares in New
Zealand or
international
companies and
commercial
property
investments in
New Zealand
and overseas.

Ø The company or investment fund
performs poorly.

Ø Dividends are not paid.

Ø As an investor’s ownership interest in
shares and similar investments is
ranked lower than the money owed to
the company’s creditors and fixed
interest holders, a higher degree of
risk attaches to these investments.

Ø The share or fund price may drop
below the purchase price or even to
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Asset Example Key risks

zero.

Ø There may be delays or failure to
repay investments owing to liquidity
constraints.

Ø Numerous company-specific issues
may arise, and investors’ attitudes to
the company’s future may change.

Ø Investors’ attitudes to share markets
as a whole may change rapidly and
frequently with a corresponding effect
on asset values.

Alternative Assets Hedge Funds. Ø These types of investments are
generally less liquid and a ready
market for sale may not exist.

Ø The investments may include
derivatives exposing the investments
to higher risk.

The Council mitigates the risks set out in the above table by spreading the investments
held across markets and diversifying investment across a range of investment types.

The Council mitigates the risks of an individual asset type by investing in several asset
types.  This helps reduce risk because if one asset type performs poorly, this is usually
offset by other asset types performing better.

Management risks

The Council appoints investment managers, who, in consultation with the Consultant,
have been deemed to possess the skills, resources and determination needed to produce
superior investment returns.

The following table describes the key risks associated with the way the Council’s
investment approach and the external investment managers manage the Fund’s
investment assets:
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Item Key risks How the Council mitigates
these risks

Investment
approach

Ø The Fund’s active
investment management
approach may lead to
choosing investment
managers or investments
that underperform, or it
may mis-time market
changes resulting in lower
returns.

Ø The Council, with the
Consultant’s advice,
sources investment
managers it considers to
have the capability, skill
and conviction to produce
superior returns.

Ø The Council continuously
monitor the performance
of the selected
investment managers to
ensure they are adhering
to the guidelines and
objectives set.

Market risk
(among the
components of
market risk are
such risks as
currency risk,
derivatives risk
and interest rate
risk)

Ø Economic, business,
technological, political, tax
or regulatory conditions
and even market sentiment
can (and do) change
affecting overall markets as
well as the investment
options and individual
investments.

Ø The Council seeks advice
from its Consultant to
form a view on these
matters.

Ø Some managers have
been selected for their
ability to protect asset
values in times of
adverse market
conditions.

Currency risk Ø When investing in
international assets that
are denominated in foreign
currencies there is a risk
that those foreign
currencies fall in value or
rise in value, affecting the
value of those assets from
a New Zealand
perspective.

Ø The Council has a
currency exposure policy
whereby the Fund fully
hedges all asset classes,
with the exception of
Global Equities, which
are 50% hedged.

Derivatives Ø Employing derivative
transactions involves
speculation as to how the
value of an underlying
asset will rise and fall over
time.  Employing
derivatives can potentially
leave the Fund open to
large scale losses.

Ø This SIPO describes how
derivatives are to be
used, and when.
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Item Key risks How the Council mitigates
these risks

Interest rate risk Ø Movements in interest
rates may adversely affect
the price of the investment
option’s investments and
impact returns (for
example, the value of a
bond will typically decline if
interest rates rise).

Ø The investment
managers engaged use
derivatives and duration
of fixed interest
investments to manage
risk.

Ø Internal Borrowing
provides some protection
from changes in interest
rates (in part because it is
not marked to market).

Credit Risk Ø A counterparty to a
transaction may fail to
perform its contractual
obligations or suffer a
credit ratings downgrade
affecting the value of a
particular investment.

Ø Investments are
diversified over a wide
range of asset classes,
companies, industries
and maturities.

Ø Exposure to sub-
investment grade is
limited to 10% of the
externally managed
Global Bonds allocation.

Ø Exposure to any one
issuer is restricted.

Liquidity risk Ø Liquidity risk has two
components.  Firstly, the
risk of the Fund having
difficulty in meeting its
obligations to ratepayers
when due e.g. where there
is a mismatch between
when investments are
maturing and the amounts
required for Fund
withdrawals.  Secondly, the
risk of investment
managers acquiring
investments that cannot be
sold or otherwise hedged.

Ø This SIPO sets out a
liquidity policy whereby
the investment options
are predominantly
invested in liquid assets
(able to be traded on a
recognised market).

Ø The Fund includes an
allocation to Cash.

Ø Where pooled vehicles
are used, those using
daily pricing are
preferred.
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Appendix 2

Manager Mandates

Asset Class Manager Allocation
(%)

Outperformance
(%)*

Trans-Tasman Equities Nikko Asset
Management

100 3.0

Global Equities MFS, LSV,
Franklin and

Vontobel via ANZ
Investments

100 2.0

Global Equities - Low Volatility Acadian (via
Mercer)

100.0 1.0

Global Listed Infrastructure
(100% hedged to NZD)

First State
Investments NZ

100 2.0

Alternatives (hedged) Mercer Investment
Management

100 1.0

Global Listed Property (hedged) Principal Global
Investments (via

Mercer)

100 2.0

Global Fixed Interest (hedged) PIMCo via Fisher
Institutional

50 1.0

Wellington via
Fisher Institutional

50 1.0

NZ Fixed Interest Harbour Asset
Management

100 1.0

Cash ANZ Investments 100 0.25

Formatted: Centered

Formatted: Centered
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* over rolling 3 year periods

Currency Hedging Implementation

The Council aims to be 50% hedged across the Global Equities sector. The Global
Equities sector invests via two products, ANZ Investments Global Equities and Acadian
Low Volaitility Equities (via Mercer).

The Council also invests into the Mercer Global Listed Property Fund, which is taxed at
139%.

Since the Mercer Global Listed Property has a higher level of hedging (139%) than that is
desired by the Council (100%), the additional hedging (39%) is counted towards the total
hedging of the Global Equities sector. This is detailed below:

Fund Hedging
Level (%)

Benchmark
Weight

Contribution to total
Global Shares hedging

ANZ Global Equities 55.0 25.0 44.0

Acadian Low Volatility Equties
(via Mercer)

0.0 6.5 0.0

Mercer Global Listed Property
Fund (managed by Principal
Global Investors)

39.0 5.0 6.0

Global Equities Sector Total
Hedging

50.0
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Appendix 3

Investment Guidelines and Constraints

The guidelines and constraints required by the Council to be observed by each
Investment Manager, as applicable are set out below. For the purposes of these
constraints, “Portfolio” shall relate to the portion of the Fund’s assets under the
management of the Investment Manager.

Where the Council has an investment management agreement with the Investment
Manager, these guidelines and constraints should, so far as relevant, be incorporated into
that agreement. Where the Fund is invested into a pooled product the Council recognises
that the strict application of these guidelines and constraints may not be possible.  The
Council expect the Investment Managers to inform the Trustees of any investment or
management practice that materially falls outside the guidelines and constraints so that
the Council can continually reassess the overall suitability of such an investment vehicle.

§ Investment of the Portfolio shall be made in compliance with all laws and regulations
governing investments and Local Authority bodies.

§ Each Manager is entitled to make use of derivative contracts for the following
purposes:

• strategies relating to yield curve and modified duration for cash and fixed interest
portfolios within the given exposure ranges;

• to alter the Portfolio’s asset allocation (including country and/or currency
allocations) within the given exposure ranges;

• as a hedge to manage exposure to foreign currency or other investment risks;
and

• to reduce transaction costs and improve liquidity by using derivative contracts to
take a position which would otherwise have been taken by buying or selling
physical stock.

§ The Manager must not use derivatives, physical securities or any combination of the
two to produce financial exposures that would result in the leverage of the Portfolio.
That is, the Portfolio’s net exposure to investment markets exceeding the value of the
Portfolio’s physical assets.  Derivatives should only be used to produce financial
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exposures which would be otherwise obtained through the use of physical securities
in the absence of leverage.

§ The Manager must not use derivatives, physical securities or any combination of the
two to produce financial exposures that would be effectively net short positions.  A net
short position is considered to be the taking and maintenance of a position in respect
of one asset whereby the value of the Portfolio will be enhanced if the price of that
asset falls without a corresponding effective long position on the same or a highly
correlated asset.  Where a short position is effectively taken over more than one
asset, as in the case of a basket of index derivatives, the corresponding long
exposure may be a basket of physical or derivative securities which could reasonably
be considered as a proxy for those assets.

§ Not more than 10% of the Fund's assets may be invested in any one investment
without specific consideration and approval by the Council.

§ The Fund's interest in any externally managed pooled fund domiciled offshore shall
not exceed 10% of the assets of that pool, unless a larger investment is specifically
authorised by the Council.

§ All mandates should be actively managed (except for passive currency hedging
where required).

§ Investment in assets other than those contemplated by this policy statement
(including antiques, art, stamps, gold, silver, commodities or venture capital
investments) are not permitted without the prior approval of the Council.

§ Investment in Fund of Hedge Funds are excluded from the above.

Fixed interest

§ All non-Government guaranteed investments and Government guaranteed
investments of Governments with a credit rating below that of the NZ Government, as
measured by the Standard and Poors or equivalent rating measure, must be well
diversified.

§ No more than 10% of the externally managed Global Bonds portfolio shall be invested
in securities below investment grade as measured by Standard & Poors or equivalent.

§ New Zealand Fixed Interest investments are expected to be a minimum of investment
grade as measured by Standard & Poors or equivalent.

§ No more than 5% of the market value of the assets held by the fixed interest manager
should be invested in non-benchmark markets.

§ No more than 5% of the asset held by the fixed interest manager is to be held in any
one security or with one single issuer, other than a fund or a security representing a
collective investment of other securities, unless the security represents an OECD
sovereign borrower, issuer, or agency of an OECD government and supranational
borrowers.
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§ No more than 10% of the asset held by the manager should be invested in the
obligations of a single issuer in the case of sovereign or supranational borrowers with
an AA rating by Standard & Poors’ or equivalent.

§ There shall be no restrictions on the obligations of a central bank or an equivalent
agency of a country with long term credit rating of AA as measured by Standard &
Poors’ or equivalent.

§ No investments in direct mortgages should be made.

Cash

§ Cash and cash equivalent instruments should be invested with a high level of security
equal or better than a Moody's Prime 1 rating.

Shares and Listed Property

§ Investments must be confined to publicly listed widely held securities trading in
recognised markets. Unlisted shares and shares in companies about to be listed may
be held provided these holdings are disclosed to the Council.

§ The Fund should not hold more than 5% of the equity of any one company.

§ No direct holding in a single company should equate to over 7.5% of the market value
of the assets held by the manager.

§ A maximum of 35% of the Trans-Tasman shares portfolio is permitted to be invested
in companies listed on the Australian Stock Exchange.  It is understood this is to be
on an opportunistic basis where the manager perceives added value and will continue
to be measured against the NZX50 Index.

§ Investment managers are delegated full discretion to exercise all voting rights,
including but not limited to voting proxies. Investment managers must exercise these
voting rights in the best interests of the Fund.
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Information Report
To Audit and Risk Committee 

From Finance Manager, Vipul Mehta

Date 12 February 2020

Subject Mercer Workplan

(This report shall not be construed as policy until adopted by full Council)

Executive Summary

1. Mercer has provided their Meetings and Investment Workplan for 2020. 

Recommendation

THAT the Audit and Risk Committee receives Mercer Meetings and Investment Workplan for 
2020.
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South Taranaki District Council: Long Term Investment Fund

ARC Meetings and Investment Workplan for 2020
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Reference/Source 
Committee/Meeting 

Date
Matters Arising Group 

Responsible
Department 

(Team) Update Project 
Deadline

Audit and Risk Committee 
14/02/2018

Procurement and Contract Management
The Committee requested a timeline for the review and 
implementation of the recommendations from Audit NZ 
regarding procurement and contract management.

Senior Leadership 
Team

Senior Leadership 
Team

Contract Management
Following a review of project management work has been 
comissioned on a project managmeent framework to be 
developed. Once this has been completed this will be provided 
to the Committee.
The Group Manager Corporate Services will work with the 
Projects Manager to provide an update on the outstanding 
recommendations from Audit New Zealand. 
Councillor Nixon requested that an update report on 
procurement and contract management be presented to the 
Committee at their next meeting.

27/03/2019

Audit and Risk Committee
13/02/2019

Health and Safety Governance Roles
A workshop is to be held with the Committee to define 
responsibilities and obligations regarding due diligence for the 
Mayor and Councillors.

Senior Leadership 
Team

Senior Leadership 
Team

A workshop will be held in the new triennium (2019-2022)

31/12/2019

Audit and Risk Committee
14/08/2019

Direct Costs - Illegal Dumping
The Mayor requested that a detailed breakdown be provided on 
the direct costs associated with illegal dumping (fly tipping).

Community and 
Infrastructure Operations

Audit and Risk Committee
14/11/2019

Fraud and Corruption Policy 
Mr Armstrong requested that the Fraud Policy be provided to 
the Committee for review at the next meeting.

Corporate Services Finance/Policy
The Fraud and Corruption Policy has been provided in the 
agenda for the Committee's information.

Audit and Risk Committee
14/11/2019

Insurance Update
Councillor Lawson requested that an update be provided to the 
Committee on insurance policies. 

Corporate Services Finance

Audit and Risk Committee
18/11/2019

Internal Audit Function Report
The Internal Audit Plan would be circulated to the Committee. 
The Council were looking at changing the priority of the areas 
of review. A report would be presented to the Committee to 
confirm this. 

Corporate Services Risk and Internal 
Audit

Audit and Risk Committee
18/11/2019

Alternatives (hedged) and Mercer Alternatives
In relation to Alternatives (hedged) and Mercer Alternatives 
underperformance Councillor Beccard asked whether it was 
timely to review those investments. He requested a report with 
the options.  Mr Gregory would present a report at the next 
meeting.

MERCER MERCER
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7. Resolution to Exclude the Public 
 

THAT the public be excluded from the following parts of the proceedings of this meeting, 
namely: 

 

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

 

 General subject of each 
matter to be considered 

Reason for passing 
this resolution in 
relation to each 
matter 

Ground(s) under section 48(1) 
for the passing of this 
resolution 
  1. Presentation – Colonial 

First State 

Good reason to withhold 
exists under Section 7. 

That the public conduct of the relevant 
part of the proceedings of the meeting 
would be likely to result in the disclosure 
of information for which good reason for 
withholding exists. 
Section 48(1)(a) 

3 2. Confirmation of Minutes 18 
November 2019 
 

 3. Risk Management 
Quarterly Status Report 

 4. Mercer Quarterly 
Investment Monitoring 
Report 

 5. Committee Discussion 
(without Council officers) 

 

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

 

Item No Interest 

1, 2, 4 Enable any local authority holding the information to carry on, without prejudice or 
disadvantage, negotiations (including commercial and industrial negotiations) (Schedule 
7(2)(i)). 

3, 5 Maintain the effective conduct of public affairs through the protection of members or 
officers or employees of the Council, and persons to whom Section 2(5) of the Local 
Government Official Information and Meetings Act 1987 applies in the course of their 
duty, from improper pressure or harassment (Schedule 7(2)(f)(ii)). 
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