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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 1 July 2020

Subject Audit and Risk Committee – 20 May 2020

(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 20 May 2020 
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 20 May 2020 
as a true and correct record.

3
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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 Camberwell Lounge, TSB Hub, Hāwera on Wednesday 20 May 2020 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), Fiona Aitken, (Group Manager 

Community and Infrastructure Services), Marianne Archibald 
(Group Manager Corporate Services), Liam Dagg (Group Manager 
Environmental Services), Vipul Mehta (Finance Manager), Ahmed 
Mohamed (Risk and Internal Audit Manager) online, Garry Morris 
(Financial Accountant), Simon Walkinshaw (People and Capability 
Manager), Garth Gregory, Brodie Catterick, Bill Muysken (Mercer) 
online, Councillor Celine Filbee, Darleena Christie (Governance 
and Support Team Leader) and no members of the public. 

 
APOLOGIES: Nil 
 
 
1. Open Forum and Presentations 
 

Nil 
 
 
2. Confirmation of Minutes 

 
2.1 Audit and Risk Committee 12 February 2020 

 
RESOLUTION (Cr Young/Cr Rangiwahia) 

 
16/20 AR THAT the Audit and Risk Committee adopts the minutes of the meeting held on 

12 February 2020 as a true and correct record. 
 

CARRIED 
 
 
3. Quarterly Financial Report 
 

3.1 Quarterly Financial Report for period ending 31 March 2020 
 

This report contains the Financial Variance Report and the Performance Measures 
Report for the third quarter of the financial year to 31 March 2020. 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. Mr Mehta advised that COVID-19 had an impact on a lot of investment funds. 
The LTIF fund showed a loss due to weak market conditions and he noted that most 
of the losses had been recovered in April. 
 
Councillor Beccard referred to the Nelson Street development as it appeared the 
development had doubled in cost. Mr Mehta responded that one was up and one was 
down and requested a note to be included in the report in future. 
 
Mayor Nixon referred to page 33 and queried the repayment of $46,000 to Taranaki 
Iwi. Mrs Archibald responded that it was lease land at Ōpunakē headlands that the 
Office of Treaty Settlement handed back to Iwi without advising the Council. The 
Council were still collecting lease money and this had now been returned.   
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Councillor Young referred to page 39 and asked for more information on the appeal 
costs in relation to the District Plan and what was the major reason for the overspend. 
Mr Dagg replied that the District Plan appeal was at the last stage of filing and due to 
be presented in court on 6 July 2020. The costs had been legal fees and consultant 
fees, the last appeal being Taranaki Energy Watch. 
 
Mr Armstrong asked if there had been a reallocation of overheads as many of them 
were over quite substantially. Mr Mehta responded that most of that was due to timing 
and how they were spread, they should all be in line by the end of the year. 
 
Councillor Young referred to page 91 regarding the building consent target not being 
met. He asked if it was related to a staffing issue or COVID-19. Mr Dagg replied that 
over the last 12 months an audit was undertaken by IANZ where some issues were 
identified with the way decisions were recorded. This led to a review of the way 
business was undertaken and although year to date figures looked average, 
compliance was coming back up quarter by quarter. 
 
Mr Armstrong requested a report be presented at the next meeting on the COVID-19 
impacts. 
 
Councillor Filbee referred to page 68 and asked if there had been any follow up with 
regards to the low uptake for Iwi representation on standing committees. Mr Crockett 
responded that this was being discussed through the Iwi Liaison Committee an 
extension was given and continues to be followed up. Through the COVID period the 
local Iwi priorities changed and they worked tirelessly in the welfare space.  
 
Councillor Filbee referred to page 89 and asked why the target of partnerships figure 
with community groups was so low. Ms Aitken responded that the target was about how 
much external funding could be obtained and the percentage cost of community led 
projects that were funded from external sources. She noted that 50% was quite high. 
 
It was noted that the Council’s response to dealing with the pandemic was very good. 
The question was asked whether there was enough capacity to fill the Civil Defence 
emergency management roles. Mr Crockett responded that it was an ongoing issue for 
the Council to make sure staff were trained. A review would be undertaken in relation 
to the COVID-19 emergency. The Council responded well with the Pandemic 
Response Team (PRT) being set up quickly, business continuity plans were referred 
to and staff resource was provided to the Taranaki Emergency Management Office 
(TEMO) where needed. 
 
Regarding the pandemic the recovery phase would be longer than the response. The 
Pandemic Recovery team was being led by Mrs Symes and some of the projects they 
were working on included; caring for the communities, creating networks of various 
groups and organisations to become more closely connected. 
 
Mayor Nixon commended the great involvement from staff during the lockdown period. 
Mr Dagg and his team kept business as usual running in the consents area and 
everyone stepped up. 
 
RESOLUTION (Cr Beccard/Mayor Nixon) 

 
17/20 AR THAT the Audit and Risk Committee receives the Third Quarter Financial Report 

for the period ending 31 March 2020. 
CARRIED 

 
Mr Dagg and Ms Aitken left the meeting at 11.31am.  
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4. Reports 
 

4.1 Committee Terms of Reference 
 
Mr Crockett went through the report with the committee and noted that it was to tidy up 
items in the Terms of Reference such as tenure and the role of independent external 
representative. Having the chair role reviewed every three years in the middle of a term 
rather than having a new independent chair come on board at the same time as a new 
Council. 
 
RESOLUTION (Mayor Nixon/Cr Rangiwahia) 

 
18/20 AR THAT the Audit and Risk Committee  
 

a) Agrees to the suggested changes in the Terms of Reference to update the 
Committee’s representation; update the frequency of meetings to six-weekly; 
and update the agreed tenure of the external member to be reviewed 
18 months after the Local Body Elections. 

CARRIED 
 
 
5. Information Reports 
 

5.1 Health and Safety Report 
 

Mr Walkinshaw gave an update on health and safety issues. Through the last quarter 
a health and safety assessor was consulted to provide a check on processes and 
systems. Further information would be provided for the next stage of the health and 
safety plan. The recruitment process for the Health and Safety Advisor role was being 
progressed. He referred to page 104 worker event and trends and noted the number 
of staff being abused was on the rise and that was what the corrective action related 
to. Abuse came from telephone contact and the parking warden or dog control officers 
carrying out their respective roles. The Health and Safety team was looking at training 
for staff to be able to deal with these situations. He referred to page 108 and advised 
that the Audit and Risk Committee roles and responsibilities was being worked on. 
 
Councillor Brown asked how many staff wore body cameras. Mr Walkinshaw 
responded that the traffic warden wore one all the times, the dog control officers could 
access the cameras if required. The risk mitigation for wearing body cameras was to 
modify people’s behaviour. 
 
RESOLUTION (Cr Brown/Cr Young) 

 
19/20 AR THAT the Audit and Risk Committee receives the Health and Safety Report for 

the period 1 January – 31 March 2020. 
 

CARRIED 
 
5.2 Audit and Risk Committee Work Plan 

 
It was noted that the Work Plan was to be tabled at each meeting. Going forward the 
Work Plan would link to items in the LTP and there would be a standard report included 
for overdue debtors. 
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RESOLUTION (Cr Beccard/Cr Rangiwahia) 
 

20/20 AR THAT the Audit and Risk Committee receives the Work Plan for the period 2019-
2020. 

 
CARRIED 

 
5.3 Mercer Investment Report 

 
Mr Gregory advised that Mercer were continuing to work from home. He provided an 
update on the quarterly report and noted that it had been a difficult quarter with March 
being one of the worst months and well behind the benchmark with the Fund finishing 
at -9.4%. The month of April was positive with a 4.8% return. The fall was quick, but 
the rebounds were not and it might take some time to recover.  
 
RESOLUTION (Cr Beccard/Cr Young) 

 
21/20 AR THAT the Audit and Risk Committee receives the Quarterly Investment 

Monitoring Report March 2020. 
 

CARRIED 
 
 

6. Matters Referred 
 

6.1 List Printed 14 May 2020 
 

The Chairman asked whether the Senior Leadership Team had discussions on historic 
matters. Mr Crockett responded that they continued to discuss procurement and 
contract management. The Procurement Policy had been reviewed which allowed 
flexibility to use local contractors and get the economy going. 
 
Councillor Rangiwahia referred to shovel ready projects and suggested that Council 
could look at speeding up some of the processes so projects could get underway. 
Mr Crockett responded that the government was yet to decide about fast tracking some 
processes like resource consents. 
 

The Committee Meeting adjourned at 12.09pm and reconvened at 12.45pm. 
 
 

7. Resolution to Exclude the Public 
 

RESOLUTION (Cr Rangiwahia/Cr Brown) 
 

22/20 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 

 

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

12 February 2020 

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. Presentation – Mercer 
Fund Manager Bill 
Muysken 
  3. Mercer Alternative Hedge 
Funds Report 

 4. Mercer Quarterly 
Investment Monitoring 
Report 

 5. Internal Audit Report 

 6. 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, 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)). 

5, 6 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 

 
 
8 Resume Open Meeting 
 

RESOLUTION (Cr Rangiwahia/Mayor Nixon) 
 
27/20 AR THAT the Audit and Risk Committee resumes in open meeting. 

 
CARRIED 

 
 

The meeting concluded at 3.05 pm 
 

Dated this               day of              2020 
 
 
 
 

…………………………………. 
CHAIRPERSON 
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Report   
 
To Audit and Risk Committee  

From Chief Financial Officer, Vipul Mehta 

Date 1 July 2020 

Subject Review of Liability Management Policy 
(This report shall not be construed as policy until adopted by full Council) 

 
 
Executive Summary 
 
1. This report seeks that the Audit and Risk Committee (ARC) agrees to the amendments 

highlighted in the Liability Management Policy (LMP) and forwards to the Council for final 
approval. 

 
2. The LMP was last reviewed as part of the Long Term Plan 2018-28.  
 
 
Recommendation(s) 
 
THAT the Audit and Risk Committee recommend that the Council approve the following 
amendments to the Council’s Liability Management Policy: 
 
a. Inclusion of policy framework for the borrowing activity of Council Controlled Organisations 

(CCOs), (including Council Controlled Trading Organisations (CCTOs)); 
  
b. Changes to the borrowing limits and definitions; 
 
c. Changes to the funding risk control limits to provide more flexibility in Council’s funding 

arrangements; and 
 
d. Changes to the interest rate risk management framework to provide greater flexibility in the 

medium-term management of interest rates. 
 
 
Background  
 
3. The Council recently undertook a review of our LMP with PricewaterhouseCoopers (PwC) 

and through the review PwC suggested some changes to the Council’s current LMP. 
  
4. The review proposes a few minor changes to wording and to some limits, mainly to bring 

our LMP in line with the sector and to include changes relating to the Local Government 
Funding Agency (LGFA). 
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5. There are three main areas of proposed changes: 
 

• Borrowing Limits – PwC has recommended some changes in definitions within the 
borrowing limit section, for greater transparency and to better align with LGFA 
covenants; 
 

• Borrowing activity of CCOs and CCTOs – PwC has recommended a new borrowing 
section to reflect Council on-lending and LGFA direct lending to CCO/CCTOs; 
 

• Funding risk control limits – PwC recommended an adjustment to the maturity bands 
within the framework to allow for a 3 - 7 year and 7 year plus timeframe. They also 
recommended the Council extend the period within which it can pre-fund both new and 
refinanced debt from 12 months to 18 months. This change also aligns with Standard 
and Poor’s expectation of the Council’s pre-funding strategy; and 
 

• Interest rate management – PwC recommended that the Council consider the corridor 
approach to interest rate risk management. 

 
6. Council officers have discussed these changes with PwC and support these changes.  
  
7. The attached report from PwC provides more detailed information on proposed changes. 
 
 
Options – Identification and analysis 

 
Option 1 – Status Quo 
 
8. If the recommendations from PwC are not included in the LMP, potential CCOs or CCTOs 

will not qualify for borrowings from the LGFA. By not approving other changes to the LMP, 
will result in the Council not having more flexibility in managing funding risk control limits 
and interest rate management framework, which will be not in line with the sector.  

 
Option 2 – Approve amendments to the LMP 
 
9. By approving changes to the LMP, Council’s Policy will be in line with the sector and will 

provide greater flexibility in managing risk control limits and interest rate management 
framework. 

 
 
Considerations and Assessments  
 
Assessment of Significance and Engagement 
 
10. The LMP is considered to be of moderate significance. 
 

Criteria Measure Assessment 
Degree The number of residents and ratepayers 

affected and the degree to which they are 
affected by the decision or proposal. 

Low  

LOS The achievement of, or ability to achieve, 
the Council’s stated levels of service as set 
out in the Long-Term Plan 2018-2028. 

Low  
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Criteria Measure Assessment 
Decision Whether this type of decision, proposal or 

issue has a history of generating wide 
public interest within South Taranaki. 

Low – not an issue which is 
anticipated to cause wide 
public interest. 

Financial The impact of the decision or proposal on 
the Council’s overall budget or included in 
an approved Long-Term Plan and its ability 
to carry out its existing or proposed 
functions and activities now and in the 
future. 

Low  

Reversible The degree to which the decision or 
proposal is reversible. 

Low  

 
11. The level to which the Council will engage will align with the significance of the decision to 

be made and will be to ‘Inform’ as shown below: 
 

Level Goal Outcome 
Inform To provide the public with balanced and 

objective information to assist them in 
understanding the problems, alternatives, 
opportunities and/or solutions. 

Provide notice of the amended 
Policy via public notification via 
minutes published on the 
website. Formal consultation 
will be undertaken as part of the 
2021-2031 Long Term Plan 
process. 

 
Legislative Considerations 
  
12. The LMP is considered under section 102 of the Local Government Act 2002. The proposed 

changes are consistent with the Local Government Act 2002. 
 
Financial/Budget Considerations  
 
13. The proposed changes to the LMP have no or minor impact on operating budgets.  
 
Consistency with Plans/Policies/Community Outcomes  
 
14. This proposal is consistent with all Council policies, plans and strategies.  
 
Impact on Māori/Iwi 
 
15. The impact of this proposal will be positive for Māori, Iwi and the rest of the South Taranaki 

Community.   
 
Affected Parties Consultation  
 
16. In relation to the proposal, it is considered that consultation with the public is not required. 

It is proposed to inform via public notification through minutes published on the website. 
The LMP will form part of the 2021-2031 Long Term Plan and formal consultation will be 
undertaken in April 2021 as part of that process. 
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Conclusion 
 
17. The proposed changes to the Council’s LMP will result in the Policy being consistent with 

the sector and it will provide more flexibility. The Council will be in the position to enable 
potential CCOs or CCTOs to borrow from the LGFA. 

 
 
 
 

                                
                      
 

 [Seen by] 
Vipul Mehta Marianne Archibald 
Chief Financial Officer         Group Manager Corporate Services  
 
 
Attachments to this report: 
 
Appendix I - Liability Management Policy (clean copy)        
Appendix II – Liability Management Policy (tracked changes) 
Appendix III – Letter from PricewaterhousCoopers 
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Liability Management Policy 

Purpose 
Under Section 102 of the Local Government Act 2002 it states that a local authority must adopt a 
Liability Management Policy. Section 104 of the Act outlines the contents of such a Policy. 

The Policy is to be consistent with the Long Term Plan (LTP) and Annual Plan. The formalisation of such 
policies and procedures will enable treasury risks within the Council to be prudently managed.  

As circumstances change, the policies and procedures outlined in this Policy will be modified to ensure 
that treasury risks within the Council continue to be well managed. In addition, regular reviews will be 
conducted to test the existing Policy against the following criteria –  
 
 Industry “best practices” for a Council the size and type of the South Taranaki District Council. 
 The risk bearing ability and tolerance levels of the underlying revenue and cost drivers. 
 The effectiveness and efficiency of the Policy and treasury management function to recognise, 

measure, control, manage and report on the Council’s financial exposure to market interest rate 
risks, funding risk, liquidity, investment risks, counterparty credit risks and other associated 
risks. 

 The operations of a pro-active treasury function in an environment of control and compliance. 
 The robustness of the Policy’s risk control limits and risk spreading mechanisms against normal 

and abnormal interest rate market movements and conditions. 
 Assistance to the Council in achieving strategic objectives. 

It is intended that the Policy be distributed to all personnel involved in any aspect of the Council’s 
financial management. In this respect, all staff must be completely familiar with their responsibilities 
under the Policy at all times. 

Treasury Management Objectives 
Statutory objectives 
All external borrowing, investments and incidental financial arrangements (e.g. use of interest rate 
hedging financial instruments) will meet requirements of the Local Government Act 2002 and 
incorporate the Liability Management Policy and Investment Policy. 

The Council is governed by the following relevant legislation: 
 

o Local Government Act 2002, in particular Part 6 including sections 101,102, 104 and 
105. 

o Local Government (Financial Reporting and Prudence) Regulations 2014, in particular 
Schedule 4. 

o Trustee Act 1956 (to be replaced with the Trustee Act 2019 when it comes in to effect 
on January 30 2021).  When acting as a trustee or investing money on behalf of others, 
the Trustee Act highlights that trustees have a duty to invest prudently and that they 
shall exercise care, diligence and skill that a prudent person of business would exercise 
in managing the affairs of others. 
 

 All projected external borrowings are to be approved by the Council as part of the Annual Plan 
or the Long Term Planning (LTP) process, or resolution of the Council before the borrowing takes 
effect. 

 All legal documentation in respect to external borrowing and financial instruments will be 
approved by the Council’s legal counsel prior to the transaction being executed. 
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 The Council will not enter into any borrowings denominated in a foreign currency. 
 The Council will not transact with any Council Controlled Trading Organisation (CCTO) on terms 

more favourable than those achievable by the Council itself. 

A resolution of the Council is not required for hire purchase, credit or deferred purchase of goods if: 
 

o The period of indebtedness is less than 91 days (including rollovers); or 
o The goods or services are obtained in the ordinary course of operations on normal 

terms for amounts not exceeding in aggregate, an amount determined by resolution 
of the Council. 

General objectives 
 Minimise the Council’s costs and risks in the management of its external borrowings. 
 Minimise the Council’s exposure to adverse interest rate movements. 
 Monitor, evaluate and report on treasury performance. 
 Borrow funds and transact risk management instruments within an environment of control and 

compliance under the Council approved Policy so as to protect the Council’s financial assets and 
manage costs. 

 Arrange and structure external long term funding for the Council at  acceptable margins and 
cost from debt lenders. Optimise flexibility and spread of debt maturity terms within the 
funding risk limits established by this Policy statement. 

 Monitor and report on financing/borrowing covenants and ratios under the obligations of the 
Council’s lending/security arrangements. 

 Comply with financial ratios and limits stated within this Policy. 
 Maintain appropriate liquidity levels and manage cash flows within the Council to meet known 

and reasonable unforeseen funding requirements. 
 Minimise exposure to credit risk by dealing with credit worthy counterparties. 
 Ensure that all statutory requirements of a financial nature are adhered to. 
 Ensure that financial planning will not impose an unequitable spread of costs/benefits over 

current and future ratepayers.  
 To ensure adequate internal controls exist to protect the Council’s financial assets and to 

prevent unauthorised transactions. 
 Develop and maintain relationships with financial institutions, LGFA, credit rating agencies and 

investment counterparties.   
 
General Borrowing 
The Council may borrow to fund capital works providing assets where: 
 
 The benefits of such expenditure are received over terms greater than one financial year. 
 The time of the borrowing would be related to the expected economic life of the assets 

purchased or created. 

Internal Borrowing 
The Council has the ability to fund internally by way of borrowing from its Long Term Investment Fund 
(LTIF), and available unrestricted reserve funds which is managed by the Council’s Investment Policy. 
 
Borrowing from the LTIF will be restricted to cash assets within the LTIF or funds which are due to be 
transferred to the LTIF for example sale of assets. The decision to utilise funds for internal borrowing 
will be made by the treasury function based on a cost/benefit analysis of expected returns on the 
investment versus costs of borrowing and the liquidity position of the Council. 
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The interest cost will be set with reference to margins on external borrowing. Internal borrowing will 
be restricted to 30% of the principal value at the commencement of the LTIF. 
Actual rates of interest charged for internal borrowing will be approved as part of Long Term Plan 
process and charged annually in arrears at the weighted average cost of external borrowing (includes 
credit margins and other related costs). An appropriate level of principal repayments would also be 
funded.  

External Borrowing 
The preference for the Council is to utilise borrowing from external sources rather than by internal 
means. 
 
The Council is able to externally borrow through a variety of market mechanisms, including the issue 
of loan stock/bonds, commercial paper, debentures, LGFA and direct bank borrowing or through 
accessing the wholesale capital markets and retail debt capital markets directly or indirectly.  
 
Finance lease and credit lines may be used, but to a lesser extent. These funding mechanisms are 
evaluated with financial analysis in conjunction with traditional on-balance sheet funding. The 
evaluation should take into consideration, ownership, redemption value and effective cost of funds. 
 
Before accessing any term borrowing, whether it is external or internal, the treasury function must 
firstly evaluate the Council’s ability to fund loans from existing internal reserves. This will take account 
of: 
 
 The size and the economic life of the project or asset. 
 The impact of the new external borrowing on the borrowing limits. 
 Relevant margins and total cost under each borrowing source. 
 The Council’s overall debt maturity profile, to ensure concentration of debt is avoided at 

refinancing/reissue/rollover time. 
 Prevailing interest rates and credit margins relative to term, for both commercial paper, loan 

stock issuance, LGFA and bank borrowing and management’s view of future interest rate and 
credit margin movements. 

 Available term from banks, LGFA, debt capital markets and loan stock issuance. 
 Legal documentation and financial covenants together with security and credit rating 

considerations. 
 Internal versus external borrowing 
 
The Council’s ability to readily attract cost effective borrowing is largely driven by its ability to maintain 
a strong balance sheet as well as its ability to rate, manage its image in the market and its relationship 
with its investors, LGFA, financial institutions/brokers, and maintain a long-term credit rating of at 
least A. 

New Zealand Local Government Funding Agency Limited 
The Council may borrow from the New Zealand Local Government Funding Agency Limited (LGFA) and, 
in connection with that borrowing, may enter into the following related transactions to the extent it 
considers necessary or desirable: 
 
(a) Contribute a portion of its borrowings (1.6%) back to the LGFA as an equity contribution to the 

LGFA in the form of borrower notes; 
(b) Provide guarantees of the indebtedness of other local authorities to the LGFA and of the 

indebtedness of the LGFA itself; 
(c) Commit to contributing additional equity (or subordinated debt) to the LGFA if required; 
(d) Subscribe for shares and uncalled capital in the LGFA; and 
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(e) Secure its borrowing from the LGFA and the performance of other obligations to the LGFA or its 
creditors with a charge over the Council’s rates and rates revenue. 

Borrowing Limits 
In managing external core borrowing, the Council adheres to the following limits: 
 
 Net External Debt as percentage of total income ratio of not more than 150%. Net External Debt 

refers to external debt, less any available cash or cash equivalent treasury investments. 
 

Net Interest Expense all external borrowings as a percentage of total annual income of not more 
than 15%.  
 

 Net Interest Expense of all external borrowings as a percentage of total annual rates income of 
not more than 25%.  

 
 Liquidity Ratio; external term debt plus unutilised committed bank loan facilities plus available 

liquid cash/cash equivalents maintained at an amount of at least 110% over existing external 
debt. The liquidity ratio excludes investments of the Long Term Investment Fund. 

 
 

 Net Debt per Capita is less than $2,000 person 
 

 
Definitions: 
 
Net external debt is defined as total external debt less liquid financial assets and liquid investments. 
External debt that is specifically borrowed for on-lending to a CCO/CCTO is netted (if consistent with 
LGFA covenant testing practice), with the corresponding loan asset. 
 
Net interest expense is defined as gross external interest expense less any allocated surplus income 
from the LTIF. The rationale for this is that the Council has decided to have debt and core long-term 
investments. If the Council did not have a long-term investment external debt would be significantly 
reduced therefore from a longer-term sustainable approach income from LTIF should be offset against 
the external interest expense of all external borrowings. 
 
Total annual income includes general rates, targeted rates, user charges and fees, subsidies and 
grants, sundries, interest income, dividends and capital contributions. This excludes non-government 
capital contributions from income, and government contributions netted from debt but excluded from 
revenues. 
Total annual rates income includes general and targeted rates. This includes any rating activity 
authorised by the Local Government (Rating) Act 2002.  
 
For the purposes of calculating the Liquidity ratio, liquid cash/cash equivalents are defined as: 

o Overnight bank cash deposits 
o Wholesale/retail bank term deposits no greater than 30 days 
o Bank issued RCD’s less than 181 days  

 
 
Debt Repayment  
The funds from all asset sales, operating surpluses, grants and subsidies will be applied to specific 
projects or the reduction of debt and/or a reduction in future borrowing requirements, unless the 
Council specifically directs that the funds will be put to another use.  
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Debt will be repaid as it falls due in accordance with the applicable borrowing arrangement. Subject 
to the appropriate approval and debt limits, a loan may be rolled over or re-negotiated as and when 
appropriate. 

Loan Arrangements  
From time to time the Council enters into arrangements to develop assets in conjunction with/for the 
benefit of individuals, corporations or industries. The preference is for those counterparties to 
contribute for their share of these projects immediately or directly in line with the costs incurred. 
Where it is not viable for the third party to meet its commitments the Council may fund the third 
parties costs by way of loan subject to the following criteria: 
 
 The third party would meet the investment policy criteria for the Council to invest in it; or 
 A suitable credit review and the Council approval has been obtained. 

 
AND 
 
 Overall lending to third parties does not exceed $5,000,000; 
 Appropriate security is obtained where possible and practicable; 
 The term does not exceed three years. 
The Council does not lend money, or provide any other financial accommodation, to a CCO or CCTO 
on terms and conditions that are more favourable to the CCO or CCTO than those that would apply if 
the Council were borrowing the money or obtaining the financial accommodation. 
 

Borrowing mechanisms to council controlled organisations and council controlled 
trading organisations 
 
To better achieve its strategic and commercial objectives, Council may provide financial support in the 
form of debt funding directly or indirectly to CCO/CCTO’s. 
 
Guarantees of financial indebtedness to CCTOs are prohibited, but financial support may be provided 
by subscribing for shares as called or uncalled capital. 
 
Any lending arrangement (direct or indirect) to a CCO or CCTO must be approved by Council. In 
recommending an arrangement for approval the Chief Financial Officer considers the following: 
 
 Credit risk profile of the borrowing entity, and the ability to repay interest and principal amount 

outstanding on due date. 
 Impact on Council’s credit standing and rating, debt cap amount (where applied), lending 

covenants with the LGFA and other lenders and Council’s future borrowing capacity. 
 The form and quality of security arrangements provided. 
 The lending rate given factors such as; CCO or CCTO credit profile, external Council borrowing 

rates, borrower note and liquidity buffer requirements, term etc. 
 Lending arrangements to the CCO or CCTO must be documented on a commercial arms’ length 

basis. A term sheet, including matters such as borrowing costs, interest payment dates, principal 
payment dates, security and expiry date is agreed between the parties.  

 Accounting and taxation impact of on-lending arrangement. 
 
All lending arrangements must be executed under legal documentation (e.g. loan, guarantee) 
reviewed by Council’s independent legal counsel and approved by Council. 
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Liquidity, Funding and Credit Risk Management 
Liquidity risk management focuses on the ability to access committed funding at that future time to 
fund the gaps. Funding risk management centres on the ability to re-finance or raise new debt at a 
future time at acceptable pricing (fees and borrowing margins) and maturity terms of existing loans 
and facilities. 
 
The management of the Council’s funding risks are important to mitigate any adverse movement in 
borrowing margins, term availability and general flexibility. 
 
Where possible, the Council seeks a diversified pool of borrowing and ensures that bank borrowings 
are only sought from strongly rated New Zealand registered banks. Strongly credit rated banks have a 
short-term and long-term credit rating from Standard & Poors (or equivalent) of at least A-1 and A 
respectively. The Council minimises its liquidity risk by: 
 
 Matching expenditure closely to its revenue streams and managing cashflow timing differences 

through its committed bank facilities 
 Maintaining cash management through liquid cash/cash equivalent instruments and unutilised 

committed bank facility amounts; and 
 Avoiding concentration of debt maturity dates (refer below). 
 
To ensure funds are available when needed the Council ensures that: 
 
 There is sufficient available operating cashflow and committed bank facilities to meet cashflow 

requirements between rates instalments as determined by the Chief Financial Officer Chief 
Financial Officer.  

 External term debt plus unutilised portion of committed bank loan facilities plus available liquid 
cash/cash equivalents are maintained at an amount of at least 110% over existing external debt. 

 The liquidity ratio excludes investments of the LTIF and funds on deposit in conjunction with 
pre-funding activity. 

 Liquid cash /cash equivalent financial investments are available investments which have a 
maturity of no more than 30 days; and 

 The Council has the ability to pre-fund up to 18 months of the forecast debt requirements 
including re-financings. Re-financing that have been pre-funded, will remain included within the 
funding maturity profile until their maturity date. 

 
To minimise the risk of large concentrations of external debt maturing or being reissued in periods 
where credit may be scarce or credit margins are high for reasons within or beyond the Council’s 
control, delegated debt maturities are generally spread widely over a band of maturities. Specifically, 
total committed funding in respect to all loans and committed facilities is controlled by the following 
system: 
  

4

Audit and Risk Committee - Report

21



Page 7 of 15 
 

 

Period Minimum % Maximum % 

1 to 3 years 15 60 

3 to 7 years 25 85 

7 years plus 0 60 

 

• A funding maturity profile that is outside above limits, but self corrects within 90 days is not in breach of 
this policy. However, maintaining a maturity profile outside of these limits beyond 90 days requires specific 
approval by Council. 

• To minimise concentration risk the LGFA require that no more than the greater of NZD 100 million or 33% 
of a Council’s borrowings from the LGFA will mature in any 12 month period. 

Interest Rate Risk Management 
The Council’s external borrowing gives rise to a direct exposure to interest rate movements. Generally, 
given the long term nature of the Council’s assets, projects and intergenerational factors and the 
Council’s preference to avoid an adverse impact on rates, there is at least a minimum percentage of 
long term fixed rate or hedged debt that must be at a fixed rate. Furthermore, that fixed rate/hedged 
debt must be spread over a range of maturities to minimise interest rate re-pricing risk. 
 
Exposure to interest rate risk is managed and mitigated through the risk control limits below. Council’s 
forecast gross external debt should be within the following fixed/floating interest rate risk control 
limits. 
 
Forecast gross external debt is the amount of total external debt for a given period. This allows for 
pre-hedging in advance of projected physical drawdown of new debt.  When approved forecasts are 
changed (signed off by the Chief Financial Officer or equivalent), the amount of interest rate fixing in 
place may have to be adjusted to ensure compliance with the policy minimum and maximum limits. 

 

Debt interest Rate Policy Parameters (calculated on a rolling monthly 
basis) 
Debt Period 
Ending 

Debt Amount Minimum 
Fixed 

Maximum 
Fixed 

Current  40% 90% 
Year 1  40% 90% 
Year 2  35% 85% 
Year 3  30% 80% 
Year 4  25% 75% 
Year 5  20% 70% 
Year 6  0% 65% 
Year 7  0% 60% 
Year 8  0% 50% 
Year 9  0% 50% 
Year 10  0% 50% 
Year 11 plus  0% 25% 

 
A fixed rate maturity profile that is outside the above limits, but self corrects within 90-days is not in 
breach of this Policy. However, maintaining a maturity profile outside of these limits beyond 90-days 
requires specific approval by the Council. 
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“Fixed Rate” is defined as all known interest rate obligations on forecast gross external debt, including 
where hedging instruments have fixed movements in the applicable reset rate. 
“Floating Rate” is defined as any interest rate obligation subject to movements in the applicable reset 
rate.  
 
Pre-hedging in advance of projected physical drawdowns of new debt is allowed. 
 
Fixed interest rate percentages are calculated monthly by the Chief Financial Officer based on the 
average amount of fixed interest rate obligations relative to the average forecast gross external debt 
amounts for the given period (as defined in the table above). 
 
Any fixed rate hedge with a maturity beyond the maximum LGFA bond maturity must be approved by 
Council.  
 
Approved financial instruments are as follows: 
 

Category Instrument 

Cash management and borrowing 

Bank overdraft 
Committed/uncommitted cash advance and 
bank accepted bill facilities (short term and long 
term loan facilities) 
Committed standby facilities where offered by 
the LGFA  
Loan stock /bond issuance 
 Floating Rate Note (FRN) 

 Fixed Rate Note (MTN) 

Commercial paper (CP)/Promissory notes 
Forward starting committed debt with the LGFA 

Investments LGFA borrower notes 

Interest rate risk management 

Forward rate agreements (“FRAs”) on: 
 Bank bills 

Interest rate swaps/collars including: 
 Forward start swaps/collars. Start date <36 

months, unless linked to existing maturing 
swaps/collars 

 Swap extensions and shortenings 

Interest rate options on: 
 Bank bills (purchased caps and one for one 

collars) 

 Interest rate swaptions (purchased 
swaptions and one for one collars only) 

Foreign exchange management 

 Spot foreign exchange 

 Foreign exchange deposits 

 Forward exchange contracts (including par 
forwards) 
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 Purchased foreign exchange options 

 One for one collars 

 
 
Any other financial instrument must be specifically approved by the Council on a case-by-case basis 
and only be applied to the one singular transaction being approved. Credit exposure on these financial 
instruments is restricted by specified counterparty credit limits. 
 
 Interest rate options must not be sold outright. However, 1:1 collar option structures are 

allowable whereby the sold option is matched precisely by amount and maturity to the 
simultaneously purchased option. During the term of the option, the sold option can be closed 
out by itself (i.e. repurchased). The sold option leg of the collar structure must not have a strike 
rate “in-the-money”. 

 Purchased borrower swaptions mature within 18 months. 
 Forward start period on swaps and collar strategies to be no more than 36 months, and the 

underlying cap or swap starts within this period, unless the forward start swap/collar starts on 
the expiry date of an existing swap/collar and has a notional amount which is no more than that 
of the existing swap/collar. 

 Interest rate options with a maturity date beyond 18 months that have a strike rate (exercise 
rate) higher than 2.00% above the appropriate swap rate, cannot be counted as part of the fixed 
rate cover percentage calculation. 

 Buying and selling of financial futures is not permitted, primarily due to the administrative 
burden and the ready availability of other more tailored risk management products. 

Foreign Exchange Risk Recognition 
From time to time the Council may have foreign exchange exposure through the occasional purchase 
of foreign currency denominated plant, equipment and services. The defining principles for 
recognising the respective foreign exchange risk that the Council may incur are as follows: 
 
 Capital and operational expenditure: Imported items/services. The Council is exposed to foreign 

exchange risk on both imported capital expenditure and operational items or services 
 Contingent risk: This applies from the time the capital expenditure or operational expenditure 

budget is approved to the time expenditure on specific items is approved during the course of 
the year. This also includes the time from specific approvals to the time contracts are finalised; 
and 

 Full risk: at the time the expenditure is approved and legal commitments are made. 

Foreign Exchange Risk Control limits 
Capital and Operational Expenditure: Imported items/services – All individual items/services greater 
than NZD100,000 must be hedged at all times in accordance with the following risk control limits: 
 

Capital and Operational Expenditure –Foreign Exchange Risk Control Limits 

Time – point 

Exposure covered by 
forward exchange 
contracts/collars 

Exposure covered by 
purchased foreign 
exchange options 

1. Budget approved 
by the Council – 
(Contingent Risk)  

 Maximum 50% 
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2. Specific item 
approved – 
(Contingent Risk) 

 Maximum 100% 

3. Contract 
confirmed – (Full 
Risk) 

Minimum 100%  

 
Exposures of less than NZD$100,000 equivalent may be transacted at the prevailing spot rate on the 
day or hedged. 

Use of Foreign Exchange Instruments 
 Financial instruments other than those stipulated require one-off Council approval prior to 

transacting. 
 Foreign exchange options cannot be sold outright. However, 1:1 collar option structures are 

allowable whereby the sold option is matched precisely by amount and maturity to the 
simultaneously purchased option.  

 The purchase price paid for an option (premium) is to be amortised over the period of the cover 
and added to the actual average exchange rate achieved by the Council. 

 It is the Council’s policy that all significant tenders allow bidders the opportunity to select 
desired currencies and where possible allow for suppliers to transparently link price escalations 
to clear financial market references.  

 The hedging may be done directly by the Council or the requirement may be included in the 
purchase contract. Inclusion in the purchase contract may be preferable if the effective foreign 
exchange rate is acceptable, where the adverse foreign currency effect of import timing delays 
can be “successfully” transferred to the supplier. 

Borrowing in Foreign Currencies 
The Council does not borrow or enter into incidental arrangements within or outside New Zealand in 
currency other than New Zealand currency. 

Counterparty Credit Risk 
Counterparty credit risk is the risk of losses (realised or unrealised) arising from a counterparty 
defaulting on a financial instrument where the Council is a party. The credit risk to the Council in a 
default event will be weighted differently depending on the type of instrument entered into. 
 
Credit risk will be regularly reviewed by the Council. Counterparties and limits can only be approved 
on the basis of long-term credit ratings being A and above, and short-term credit ratings of A-1 and 
above (Standard & Poor’s, Fitch or Moody’s). 
 
Exposures should be spread amongst a number of counterparties to avoid concentrations of credit 
exposure. Counterparty limits and credit exposure measurement criteria are set out in Appendix 1 of 
this Liability Management Policy. 

Security for external borrowing  
The Council generally does not offer assets other than a charge over rates or rates revenue as security 
for general borrowing programmes and interest rate risk management instruments. Security is offered 
through the Debenture Trust Deed. Internal loans are provided on an unsecured basis. 
 
Where borrowing is by way of finance lease, or some other form of trade credit under which it is 
normal practice to provide security over the asset concerned, the Council may offer security over the 
asset.  
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From time to time, with prior Council approval, security may be offered by providing a charge over 
one or more of the Council’s specific assets.  
 
Physical assets will be charged only where: 
 
 There is a direct relationship between the debt and the purchase or construction of the asset, 

which it funds (e.g. an operating lease, or project finance); 
 The Council considers a charge over physical assets to be appropriate. 
 Any pledging of physical assets must comply with the terms and conditions contained within 

the security arrangement. 

Contingent Liabilities 
The Council, from time to time, provides financial guarantees to community and sporting 
organisations. The Council passes a resolution to approve all financial guarantees. Management 
ensures that the business plan of the guaranteed party furthers the strategic objectives of the Council.  
 
The Council is prohibited from guaranteeing loans to Council Controlled Trading Organisations under 
Section 62 of the Local Government Act. 
 
The Council limits the total amount of financial guarantees to community and sporting organisations 
to $500,000, with no one organisation having more than 10% of the total guarantees given. 
 
The Finance Department monitors the total value of guarantees provided, reporting quarterly to the 
Council. 
 
Should the guarantee be called up, the Council takes immediate action to recover the money. 

Incidental arrangements 
The use of incidental arrangements i.e. risk management instruments, is confined to managing interest 
rate risk of the Council’s borrowing, investments and any foreign exchange risk arising from capital 
expenditure and offshore investments. 
 
The use of incidental arrangements will be notified to the Council as part of the performance monitoring 
process. 
 
Incidental arrangements can only be entered into with approved banks that have in place an executed 
ISDA Master Agreement with the Council. The Council’s internal/appointed legal counsel must sign off on 
all documentation. 
 
Financial covenants and other obligations 
The Council must not enter into any transactions where it would cause a breach of financial covenants 
under existing contractual arrangements. The Council must comply with all obligations and reporting 
requirements under existing funding arrangements and legislative requirements. 

Other liabilities 
The Council has a liability for post closure aftercare for its variance landfills.  

Reporting on Liability Management Policy 
Reporting on the achievements of the objectives contained within this policy will be part of the outcomes 
provided within the Annual Report.  
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Treasury reporting is conducted on a monthly, quarterly, and as required basis reporting on the Council’s 
borrowing position to the Council, and where relevant external parties. Such reports detail month end 
position to risk control limits (borrowing limits, funding, interest rate, and liquidity), debt management 
position, and compliance. 
 
Accounting treatment of financial instruments 
The Council uses financial arrangements (“derivatives”) for the primary purpose of reducing its 
financial risk to fluctuations in interest rates. The purpose of this section is to articulate the Council’s 
accounting treatment of derivatives in a broad sense. Further detail of accounting treatment is 
contained within the appropriate operations and procedures manual. 
 
Under New Zealand Public Benefit Entity (PBE) International Public Sector Accounting Standards 
(IPSAS) changes in the fair value of derivatives go through the Income Statement unless derivatives 
are designated in an effective hedge relationship. 
 
The Council’s principal objective is to actively manage the Council’s interest rate risks within approved 
limits and chooses not to hedge account. The Council accepts that the marked-to-market gains and 
losses on the revaluation of derivatives can create potential volatility in the Council’s annual accounts. 
 
All treasury financial instruments must be revalued (marked-to-market) at least every six months for 
risk management purposes. 

Governance 
The Council approves the Liability Management Policy while the Chief Financial Officer designs and 
implements the funding and interest rate risk management strategy to meet the policy requirements. 
Authorised officers of the Council monitor the funding and interest rate markets on a regular basis 
and after taking appropriate advice, evaluates amongst others; the Council’s upcoming borrowing 
programme, the outlook for funding and interest rate markets, margins, maturities, terms and 
conditions of each funding market, along with policy control/borrowing limits, approved instruments 
and current/projected funding and interest rate risk positions. 
 
The funding and interest rate strategy will be monitored by both the Corporate Portfolio Group and 
the Council in accordance with the governance procedures set out in the “Investment and Liability 
Management Governance Policies and Procedure Manual”.  

Delegated Authorities 
Pursuant to Clause 32 (2), Schedule 7, of the Local Government Act 2002, the Council may make 
delegations to officers of the Council to allow for the efficient conduct of Council business. Clause 32 
(3), Schedule 7 of this Act allows officers to delegate those powers to other officers. 
 
Notwithstanding Clause 32 (1) (c), Schedule 7, the power to borrow money, or purchase or dispose of 
assets, other than in accordance with the Long Term Plan remains the sole responsibility of the 
Council. This responsibility cannot be delegated. 
 
Treasury transactions entered into without the proper authority are difficult to cancel given the legal 
doctrine of “apparent authority”. Also, insufficient authorities for a given bank account or facility may 
prevent the execution of certain transactions (or at least cause unnecessary delays). 
 
To prevent these types of situations, the following procedures must be complied with: 
 
 All delegated authorities and signatories must be reviewed at least annually to ensure that they 

are still appropriate and current. 
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 A comprehensive letter must be sent to all bank counterparties at least annually to confirm 
details of all relevant current delegated authorities empowered to bind the Council. 

 
Whenever a person with delegated authority on any account or facility leaves the Council, all relevant 
banks and other counterparties must be advised in writing in a timely manner to ensure that no 
unauthorised instructions are to be accepted from such persons. 
 
Approved delegations to Officers are contained within the Council’s register. All delegations are 
approved by Council resolution.  

Cash Management 
From time to time, the Council has daily cash flow surpluses and borrowing requirements, due to the 
mismatch of daily receipts and payments. All cash inflows and expenses pass through bank accounts 
controlled by the Finance Department. 
 
The Council maintains a daily cash position report, and a yearly cashflow projection is prepared during 
the Annual Planning process. These reports determine the Council’s borrowing requirements and 
surpluses for investment for the year. 

Operational Risk 
Operational risk is the risk of loss as a result of human error (or fraud), system failures and inadequate 
procedures and controls. 
 
Operational risk is minimised through the adoption of all requirements of this Policy and detailed 
within the Council’s Treasury Procedures Manual. 
 
Policy Review 
The Policy is to be formally reviewed on a triennial basis, and annually for internal purposes. The Chief 
Financial Officer has the responsibility to prepare the annual review report that is presented to the 
Council. The report will include: 
 
 A recommendation as to changes, deletions and additions to the Policy. 
 An overview of the treasury function in achieving the stated treasury objectives and 

performance benchmarks. 
 A summary of breaches of Policy and one-off approvals outside Policy.  
 
The Council receives the report, approves Policy changes and/or rejects recommendations for Policy 
changes. 

Treasury Performance  
In order to determine the success of the Council’s treasury management function, the following 
benchmarks and performance measures have been prescribed. 
 
Those performance measures that provide a direct measure of the performance of treasury staff 
(operational performance and management of debt and interest rate risk) are to be reported to the 
Council or an appropriate sub-committee of the Council on a quarterly basis. 
 

Management  Performance 

Operational 
performance 

• All policy limits must be complied with, including (but not limited to) 
counterparty credit limits, control limits and exposure limits. 
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Management  Performance 
• All treasury deadlines are to be met, including reporting deadlines. 

Management of debt 
and interest rate risk 
(borrowing costs) 

• The actual borrowing cost (taking into consideration any 
costs/benefits of entering into interest rate management 
transactions) should be below the budgeted YTD/annual borrowing 
cost amount. 
 

 

Appendix I: Limits 
 

Approved Bank, Cash Management, Foreign Currency and Interest Rate Risk Management Limits. The 
Council minimises its credit exposure by: 
 
 Transacting with entities that have a short-term and long-term credit rating from Standard & 

Poor’s (or equivalent) of at least A-1 and A respectively. 
 Limiting total exposure to prescribed amounts. 
 Monthly monitoring of compliance against set limits. 

Approved Limits 
 

 
Institution 

Minimum S&P 
Short Term 
Credit Rating 

Minimum  
S&P Long Term 
Credit Rating 

Total Exposure 
Limit for each 
Counterparty 

Government  N/A N/A Unlimited 
Local Government Funding 
Agency (This only applies to 
investment not for funding) 

A-1 AA- $15 million 

NZ Registered Bank 

- Off balance sheet exposures 
 
A - 1 

 
A 

 
$20 million 

TSB Bank* A-2 BBB+ $15 million 
 

TSB Bank 
The TSB Bank is currently credit rated by S&P short-term A - 3 and long-term BBB (stable). 
 
The Council specifically approves the TSB Bank for borrowing purposes and a counterparty exposure up 
to $15 million for cash management purposes as an exception to the above limits. 

 
If any counterparties’ credit rating falls below the minimum specified in the above table then 
immediate steps are taken to reduce the credit exposure of that counterparty to zero. Exceptions are 
reported to the Council. 
 

Calculation of Counterparty Exposure 
Exposures to counterparties are computed as follows: 
 

On-balance sheet 
Total amounts invested with that counterparty. In determining the usage of the above gross limits, 
the following product weightings will be used: 
 
Investments (eg Bank Deposits) – Transaction Notional × Weighting 100%. 
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Interest rate and foreign exchange rate risk management instruments 
Interest Rate Risk Management (eg swaps, FRAs)  
– Transaction Notional × Maturity (years) × 3%. 
 
Foreign Exchange (eg CCY spot and forwards) 
 – Transactional principal amount × (the square root of the maturity (years) × 15%). 
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Liability Management Policy 

Purpose 
Under Section 102 of the Local Government Act 2002 it states that a local authority must adopt a 
Liability Management Policy. Section 104 of the Act outlines the contents of such a Policy. 

The Policy is to be consistent with the Long Term Plan (LTP) and Annual Plan. The formalisation of such 
policies and procedures will enable treasury risks within the Council to be prudently managed.  

As circumstances change, the policies and procedures outlined in this Policy will be modified to ensure 
that treasury risks within the Council continue to be well managed. In addition, regular reviews will be 
conducted to test the existing Policy against the following criteria –  
 
 Industry “best practices” for a Council the size and type of the South Taranaki District Council. 
 The risk bearing ability and tolerance levels of the underlying revenue and cost drivers. 
 The effectiveness and efficiency of the Policy and treasury management function to recognise, 

measure, control, manage and report on the Council’s financial exposure to market interest rate 
risks, funding risk, liquidity, investment risks, counterparty credit risks and other associated 
risks. 

 The operations of a pro-active treasury function in an environment of control and compliance. 
 The robustness of the Policy’s risk control limits and risk spreading mechanisms against normal 

and abnormal interest rate market movements and conditions. 
 Assistance to the Council in achieving strategic objectives. 

It is intended that the Policy be distributed to all personnel involved in any aspect of the Council’s 
financial management. In this respect, all staff must be completely familiar with their responsibilities 
under the Policy at all times. 

Treasury Management Objectives 
Statutory objectives 
All external borrowing, investments and incidental financial arrangements (e.g. use of interest rate 
hedging financial instruments) will meet requirements of the Local Government Act 2002 and 
incorporate the Liability Management Policy and Investment Policy. 

The Council is governed by the following relevant legislation: 
 

o Local Government Act 2002, in particular Part 6 including sections 101,102, 104 and 
105. 

o Local Government (Financial Reporting and Prudence) Regulations 2014, in particular 
Schedule 4. 

o Trustee Act 1956 (to be replaced with the Trustee Act 2019 when it comes in to effect 
on January 30 2021).  When acting as a trustee or investing money on behalf of others, 
the Trustee Act highlights that trustees have a duty to invest prudently and that they 
shall exercise care, diligence and skill that a prudent person of business would exercise 
in managing the affairs of others. 
 

 All projected external borrowings are to be approved by the Council as part of the Annual Plan 
or the Long Term Planning (LTP) process, or resolution of the Council before the borrowing takes 
effect. 

 All legal documentation in respect to external borrowing and financial instruments will be 
approved by the Council’s legal counsel prior to the transaction being executed. 
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 The Council will not enter into any borrowings denominated in a foreign currency. 
 The Council will not transact with any Council Controlled Trading Organisation (CCTO) on terms 

more favourable than those achievable by the Council itself. 

A resolution of the Council is not required for hire purchase, credit or deferred purchase of goods if: 
 

o The period of indebtedness is less than 91 days (including rollovers); or 
o The goods or services are obtained in the ordinary course of operations on normal 

terms for amounts not exceeding in aggregate, an amount determined by resolution 
of the Council. 

General objectives 
 Minimise the Council’s costs and risks in the management of its external borrowings. 
 Minimise the Council’s exposure to adverse interest rate movements. 
 Monitor, evaluate and report on treasury performance. 
 Borrow funds and transact risk management instruments within an environment of control and 

compliance under the Council approved Policy so as to protect the Council’s financial assets and 
manage costs. 

 Arrange and structure external long term funding for the Council at  acceptable margins and 
cost from debt lenders. Optimise flexibility and spread of debt maturity terms within the 
funding risk limits established by this Policy statement. 

 Monitor and report on financing/borrowing covenants and ratios under the obligations of the 
Council’s lending/security arrangements. 

 Comply with financial ratios and limits stated within this Policy. 
 Maintain appropriate liquidity levels and manage cash flows within the Council to meet known 

and reasonable unforeseen funding requirements. 
 Minimise exposure to credit risk by dealing with credit worthy counterparties. 
 Ensure that all statutory requirements of a financial nature are adhered to. 
 Ensure that financial planning will not impose an unequitable spread of costs/benefits over 

current and future ratepayers.  
 To ensure adequate internal controls exist to protect the Council’s financial assets and to 

prevent unauthorised transactions. 
 Develop and maintain relationships with financial institutions, LGFA, credit rating agencies and 

investment counterparties.   
 
General Borrowing 
The Council may borrow to fund capital works providing assets where: 
 
 The benefits of such expenditure are received over terms greater than one financial year. 
 The time of the borrowing would be related to the expected economic life of the assets 

purchased or created. 

Internal Borrowing 
The Council has the ability to fund internally by way of borrowing from its Long Term Investment Fund 
(LTIF), and available unrestricted reserve funds which is managed by the Council’s Investment Policy. 
 
Borrowing from the LTIF will be restricted to cash assets within the LTIF or funds which are due to be 
transferred to the LTIF for example sale of assets. The decision to utilise funds for internal borrowing 
will be made by the treasury function based on a cost/benefit analysis of expected returns on the 
investment versus costs of borrowing and the liquidity position of the Council. 
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The interest cost will be set with reference to margins on external borrowing. Internal borrowing will 
be restricted to 30% of the principal value at the commencement of the LTIF. 
Actual rates of interest charged for internal borrowing will be approved as part of Long Term Plan 
process and charged annually in arrears at the weighted average cost of external borrowing (includes 
credit margins and other related costs). An appropriate level of principal repayments would also be 
funded.  

External Borrowing 
The preference for the Council is to utilise borrowing from external sources rather than by internal 
means. 
 
The Council is able to externally borrow through a variety of market mechanisms, including the issue 
of loan stock/bonds, commercial paper, debentures, LGFA and direct bank borrowing or through 
accessing the wholesale capital markets and retail debt capital markets directly or indirectly.  
 
Finance lease and credit lines may be used, but to a lesser extent. These funding mechanisms are 
evaluated with financial analysis in conjunction with traditional on-balance sheet funding. The 
evaluation should take into consideration, ownership, redemption value and effective cost of funds. 
 
Before accessing any term borrowing, whether it is external or internal, the treasury function must 
firstly evaluate the Council’s ability to fund loans from existing internal reserves. This will take account 
of: 
 
 The size and the economic life of the project or asset. 
 The impact of the new external borrowing on the borrowing limits. 
 Relevant margins and total cost under each borrowing source. 
 The Council’s overall debt maturity profile, to ensure concentration of debt is avoided at 

refinancing/reissue/rollover time. 
 Prevailing interest rates and credit margins relative to term, for both commercial paper, loan 

stock issuance, LGFA and bank borrowing and management’s view of future interest rate and 
credit margin movements. 

 Available term from banks, LGFA, debt capital markets and loan stock issuance. 
 Legal documentation and financial covenants together with security and credit rating 

considerations. 
 Internal versus external borrowing 
 
The Council’s ability to readily attract cost effective borrowing is largely driven by its ability to maintain 
a strong balance sheet as well as its ability to rate, manage its image in the market and its relationship 
with its investors, LGFA, financial institutions/brokers, and maintain a long-term credit rating of at 
least A. 

New Zealand Local Government Funding Agency Limited 
The Council may borrow from the New Zealand Local Government Funding Agency Limited (LGFA) and, 
in connection with that borrowing, may enter into the following related transactions to the extent it 
considers necessary or desirable: 
 
(a) Contribute a portion of its borrowings (1.6%) back to the LGFA as an equity contribution to the 

LGFA in the form of borrower notes; 
(b) Provide guarantees of the indebtedness of other local authorities to the LGFA and of the 

indebtedness of the LGFA itself; 
(c) Commit to contributing additional equity (or subordinated debt) to the LGFA if required; 
(d) Subscribe for shares and uncalled capital in the LGFA; and 
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(e) Secure its borrowing from the LGFA and the performance of other obligations to the LGFA or its 
creditors with a charge over the Council’s rates and rates revenue. 

Borrowing Limits 
In managing external core borrowing, the Council adheres to the following limits: 
 
 Net External Debt as percentage of total income ratio of not more than 150%. Net External Debt 

refers to external debt, less any available cash or cash equivalent treasury investments. 
 

Net Interest Expense all external borrowings as a percentage of total annual income of not more 
than 15%. (Total annual income includes general rates, targeted rates, user charges and fees, 
subsidies and grants, sundries, interest income, dividends and capital contributions*.) 
 

 Net Interest Expense of all external borrowings as a percentage of total annual rates income of 
not more than 25%. (Total annual rates income includes general and targeted rates). 

 
 Liquidity Ratio; external term debt plus unutilised committed bank loan facilities plus available 

liquid cash/cash equivalents maintained at an amount of at least 110% over existing external 
debt. The liquidity ratio excludes investments of the Long Term Investment Fund. 

 
 Liquid cash/cash equivalents are defined as: 

o Overnight bank cash deposits 
o Wholesale/retail bank term deposits no greater than 30 days 
o Bank issued RCD’s less than 181 days  

 
 Net Debt per Capita is less than $2,000 person 

 
*excludes non-government capital contributions from income, and government contributions 
netted from debt but excluded from revenues 

 
Definitions: 
 
Net external debt is defined as total external debt less liquid financial assets and liquid investments. 
External debt that is specifically borrowed for on-lending to a CCO/CCTO is netted (if consistent with 
LGFA covenant testing practice), with the corresponding loan asset. 
 
Net interest  expense for borrowing limits is defined as gross external interest expense less any 
allocated surplus income from the LTIF. The rationale for this is that the Council has decided to have 
debt and core long-term investments. If the Council did not have a long-term investment external debt 
would be significantly reduced therefore from a longer-term sustainable approach income from LTIF 
should be offset against the external interest expense of all external borrowings. 
 
Total annual income includes general rates, targeted rates, user charges and fees, subsidies and 
grants, sundries, interest income, dividends and capital contributions. This excludes non-government 
capital contributions from income, and government contributions netted from debt but excluded from 
revenues. 
 
Total annual rates income includes general and targeted rates. This includes any rating activity 
authorised by the Local Government (Rating) Act 2002.  
 
For the purposes of calculating the Liquidity ratio, liquid cash/cash equivalents are defined as: 

o Overnight bank cash deposits 
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o Wholesale/retail bank term deposits no greater than 30 days 
o Bank issued RCD’s less than 181 days  

 
 
Debt Repayment  
The funds from all asset sales, operating surpluses, grants and subsidies will be applied to specific 
projects or the reduction of debt and/or a reduction in future borrowing requirements, unless the 
Council specifically directs that the funds will be put to another use.  
 
Debt will be repaid as it falls due in accordance with the applicable borrowing arrangement. Subject 
to the appropriate approval and debt limits, a loan may be rolled over or re-negotiated as and when 
appropriate. 

Loan Arrangements  
From time to time the Council enters into arrangements to develop assets in conjunction with/for the 
benefit of individuals, corporations or industries. The preference is for those counterparties to 
contribute for their share of these projects immediately or directly in line with the costs incurred. 
Where it is not viable for the third party to meet its commitments the Council may fund the third 
parties costs by way of loan subject to the following criteria: 
 
 The third party would meet the investment policy criteria for the Council to invest in it; or 
 A suitable credit review and the Council approval has been obtained. 

 
AND 
 
 Overall lending to third parties does not exceed $5,000,000; 
 Appropriate security is obtained where possible and practicable; 
 The term does not exceed three years. 
The Council does not lend money, or provide any other financial accommodation, to a CCO or CCTO 
on terms and conditions that are more favourable to the CCO or CCTO than those that would apply if 
the Council were borrowing the money or obtaining the financial accommodation. 
 

Borrowing mechanisms to council controlled organisations and council controlled 
trading organisations 
 
To better achieve its strategic and commercial objectives, Council may provide financial support in the 
form of debt funding directly or indirectly to CCO/CCTO’s. 
 
Guarantees of financial indebtedness to CCTOs are prohibited, but financial support may be provided 
by subscribing for shares as called or uncalled capital. 
 
Any lending arrangement (direct or indirect) to a CCO or CCTO must be approved by Council. In 
recommending an arrangement for approval the Chief Financial Officer considers the following: 
 
 Credit risk profile of the borrowing entity, and the ability to repay interest and principal amount 

outstanding on due date. 
 Impact on Council’s credit standing and rating, debt cap amount (where applied), lending 

covenants with the LGFA and other lenders and Council’s future borrowing capacity. 
 The form and quality of security arrangements provided. 
 The lending rate given factors such as; CCO or CCTO credit profile, external Council borrowing 

rates, borrower note and liquidity buffer requirements, term etc. 
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 Lending arrangements to the CCO or CCTO must be documented on a commercial arms’ length 
basis. A term sheet, including matters such as borrowing costs, interest payment dates, principal 
payment dates, security and expiry date is agreed between the parties.  

 Accounting and taxation impact of on-lending arrangement. 
 
All lending arrangements must be executed under legal documentation (e.g. loan, guarantee) 
reviewed by Council’s independent legal counsel and approved by Council. 

 

Liquidity, Funding and Credit Risk Management 
Liquidity risk management focuses on the ability to access committed funding at that future time to 
fund the gaps. Funding risk management centres on the ability to re-finance or raise new debt at a 
future time at acceptable pricing (fees and borrowing margins) and maturity terms of existing loans 
and facilities. 
 
The management of the Council’s funding risks are important to mitigate any adverse movement in 
borrowing margins, term availability and general flexibility. 
 
Where possible, the Council seeks a diversified pool of borrowing and ensures that bank borrowings 
are only sought from strongly rated New Zealand registered banks. Strongly credit rated banks have a 
short-term and long-term credit rating from Standard & Poors (or equivalent) of at least A-1 and A 
respectively. The Council minimises its liquidity risk by: 
 
 Matching expenditure closely to its revenue streams and managing cashflow timing differences 

through its committed bank facilities 
 Maintaining cash management through liquid cash/cash equivalent instruments and unutilised 

committed bank facility amounts; and 
 Avoiding concentration of debt maturity dates (refer below). 
 
To ensure funds are available when needed the Council ensures that: 
 
 There is sufficient available operating cashflow and committed bank facilities to meet cashflow 

requirements between rates instalments as determined by the Finance Manager Chief Financial 
Officer Chief Financial Officer.  

 External term debt plus unutilised portion of committed bank loan facilities plus available liquid 
cash/cash equivalents are maintained at an amount of at least 110% over existing external debt. 

 The liquidity ratio excludes investments of the LTIF and funds on deposit in conjunction with 
pre-funding activity. 

 Liquid Ccash /cash equivalent financial investments are available investments which have a 
maturity of no more than 30 days; and 

 The Council has the ability to pre-fund up to 12 18 months of the forecast debt requirements 
including re-financings. Re-financing that have been pre-funded, will remain included within the 
funding maturity profile until their maturity date. 

 
To minimise the risk of large concentrations of external debt maturing or being reissued in periods 
where credit may be scarce or credit margins are high for reasons within or beyond the Council’s 
control, delegated debt maturities are generally spread widely over a band of maturities. Specifically, 
total committed funding in respect to all loans and committed facilities is controlled by the following 
system: 
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Period Minimum % Maximum % 
1 to 3 years 15 60 

3 to 57 years 215 6085 

75 years plus  10 0  60 

 

 A funding maturity profile that is outside above limits, but self corrects within 90 days is not in breach of 
this policy. However, maintaining a maturity profile outside of these limits beyond 90 days requires specific 
approval by Council. 

 To minimise concentration risk the LGFA require that no more than the greater of NZD 100 million or 33% 
of a Council’s borrowings from the LGFA will mature in any 12 month period. 

Interest Rate Risk Management 
The Council’s external borrowing gives rise to a direct exposure to interest rate movements. Generally, 
given the long term nature of the Council’s assets, projects and intergenerational factors and the 
Council’s preference to avoid an adverse impact on rates, there is at least a minimum percentage of 
long term fixed rate or hedged debt that must be at a fixed rate. Furthermore, that fixed rate/hedged 
debt must be spread over a range of maturities to minimise interest rate re-pricing risk. 
 
The Council’s external core debt/borrowings are maintained within the following fixed/floating 
interest rate risk control limit: 
 

Master Fixed/Floating Risk Control Limit 

Minimum Fixed Rate Maximum Fixed Rate 
55% 90% 

 
“Fixed Rate” is defined as an interest rate re-pricing date beyond 12 months forward on a continuous 
rolling basis. 
 
“Floating Rate” is defined as an interest rate re-pricing within 12 months. 
 
The percentages are calculated on the rolling 12 month projected gross external core debt level 
calculated by management.  This allows for pre-hedging in advance of projected physical drawdowns 
of new external debt. When approved forecasts are changed, the amount of fixed rate hedges in place 
may have to be adjusted to comply with the policy minimums and maximums. 
 
The fixed rate/hedged amount at any point in time must be within the following maturity bands: 
 

Fixed Rate Maturity Profile Limit 

Period Minimum cover Maximum cover 
1 to 3 years 15% 60% 

3 to 5 years 15% 60% 

5 years plus 15% 60% 
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Exposure to interest rate risk is managed and mitigated through the risk control limits below. Council’s 
forecast gross external debt should be within the following fixed/floating interest rate risk control 
limits. 
 
Forecast gross external debt is the amount of total external debt for a given period. This allows for 
pre-hedging in advance of projected physical drawdown of new debt.  When approved forecasts are 
changed (signed off by the Chief Financial Officer or equivalent), the amount of interest rate fixing in 
place may have to be adjusted to ensure compliance with the policy minimum and maximum limits. 

 

Debt interest Rate Policy Parameters (calculated on a rolling monthly 
basis) 
Debt Period 
Ending 

Debt Amount Minimum 
Fixed 

Maximum 
Fixed 

Current  40% 90% 
Year 1  40% 90% 
Year 2  35% 85% 
Year 3  30% 80% 
Year 4  25% 75% 
Year 5  20% 70% 
Year 6  0% 65% 
Year 7  0% 60% 
Year 8  0% 50% 
Year 9  0% 50% 
Year 10  0% 50% 
Year 11 plus  0% 25% 

 
A fixed rate maturity profile that is outside the above limits, but self corrects within 90-days is not in 
breach of this Policy. However, maintaining a maturity profile outside of these limits beyond 90-days 
requires specific approval by the Council. 
 
“Fixed Rate” is defined as all known interest rate obligations on forecast gross external debt, including 
where hedging instruments have fixed movements in the applicable reset rate. 
“Floating Rate” is defined as any interest rate obligation subject to movements in the applicable reset 
rate.  
 
Pre-hedging in advance of projected physical drawdowns of new debt is allowed. 
 
Fixed interest rate percentages are calculated monthly by the Chief Financial Officer based on the 
average amount of fixed interest rate obligations relative to the average forecast gross external debt 
amounts for the given period (as defined in the table above). 
 
Any fixed rate hedge with a maturity beyond 15 years the maximum LGFA bond maturity must be 
approved by Council. The exception to this will be if Council raises LGFA funding as fixed rate or 
swapped floating rate and this maturity is beyond 15 years. 
 
Approved financial instruments are as follows: 
 

Category Instrument 
Cash management and borrowing Bank overdraft 
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Committed/uncommitted cash advance and 
bank accepted bill facilities (short term and long 
term loan facilities) 
Committed standby facilities where offered by 
the LGFA  
Loan stock /bond issuance 
 Floating Rate Note (FRN) 

 Fixed Rate Note (MTN) 

Commercial paper (CP)/Promissory notes 
Forward starting committed debt with the LGFA 

Investments LGFA borrower notes 

Interest rate risk management 

Forward rate agreements (“FRAs”) on: 
 Bank bills 

Interest rate swaps/collars including: 
 Forward start swaps/collars. Start date <24 

36 months, unless linked to existing 
maturing swaps/collars 

 Swap extensions and shortenings 

Interest rate options on: 
 Bank bills (purchased caps and one for one 

collars) 

 Interest rate swaptions (purchased 
swaptions and one for one collars only) 

Foreign exchange management 

 Spot foreign exchange 

 Foreign exchange deposits 

 Forward exchange contracts (including par 
forwards) 

 Purchased foreign exchange options 

 One for one collars 

 
 
Any other financial instrument must be specifically approved by the Council on a case-by-case basis 
and only be applied to the one singular transaction being approved. Credit exposure on these financial 
instruments is restricted by specified counterparty credit limits. 
 
 Interest rate options must not be sold outright. However, 1:1 collar option structures are 

allowable whereby the sold option is matched precisely by amount and maturity to the 
simultaneously purchased option. During the term of the option, the sold option can be closed 
out by itself (i.e. repurchased). The sold option leg of the collar structure must not have a strike 
rate “in-the-money”. 

 Purchased borrower swaptions mature within 18 months. 
 Forward start period on swaps and collar strategies to be no more than 3624 months, and the 

underlying cap or swap starts within this period, unless the forward start swap/collar starts on 
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the expiry date of an existing swap/collar and has a notional amount which is no more than that 
of the existing swap/collar. 

 Interest rate options with a maturity date beyond 1218 months that have a strike rate (exercise 
rate) higher than 2.00% above the appropriate swap rate, cannot be counted as part of the fixed 
rate cover percentage calculation. 

 Buying and selling of financial futures is not permitted, primarily due to the administrative 
burden and the ready availability of other more tailored risk management products. 

Foreign Exchange Risk Recognition 
From time to time the Council may have foreign exchange exposure through the occasional purchase 
of foreign currency denominated plant, equipment and services. The defining principles for 
recognising the respective foreign exchange risk that the Council may incur are as follows: 
 
 Capital and operational expenditure: Imported items/services. The Council is exposed to foreign 

exchange risk on both imported capital expenditure and operational items or services 
 Contingent risk: This applies from the time the capital expenditure or operational expenditure 

budget is approved to the time expenditure on specific items is approved during the course of 
the year. This also includes the time from specific approvals to the time contracts are finalised; 
and 

 Full risk: at the time the expenditure is approved and legal commitments are made. 

Foreign Exchange Risk Control limits 
Capital and Operational Expenditure: Imported items/services – All individual items/services greater 
than NZD100,000 must be hedged at all times in accordance with the following risk control limits: 
 

Capital and Operational Expenditure –Foreign Exchange Risk Control Limits 

Time – point 

Exposure covered by 
forward exchange 
contracts/collars 

Exposure covered by 
purchased foreign 
exchange options 

1. Budget approved 
by the Council – 
(Contingent Risk)  

 Maximum 50% 

2. Specific item 
approved – 
(Contingent Risk) 

 Maximum 100% 

3. Contract 
confirmed – (Full 
Risk) 

Minimum 100%  

 
Exposures of less than NZD$100,000 equivalent may be transacted at the prevailing spot rate on the 
day or hedged. 

Use of Foreign Exchange Instruments 
 Financial instruments other than those stipulated require one-off Council approval prior to 

transacting. 
 Foreign exchange options cannot be sold outright. However, 1:1 collar option structures are 

allowable whereby the sold option is matched precisely by amount and maturity to the 
simultaneously purchased option.  
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 The purchase price paid for an option (premium) is to be amortised over the period of the cover 
and added to the actual average exchange rate achieved by the Council. 

 It is the Council’s policy that all significant tenders allow bidders the opportunity to select 
desired currencies and where possible allow for suppliers to transparently link price escalations 
to clear financial market references.  

 The hedging may be done directly by the Council or the requirement may be included in the 
purchase contract. Inclusion in the purchase contract may be preferable if the effective foreign 
exchange rate is acceptable, where the adverse foreign currency effect of import timing delays 
can be “successfully” transferred to the supplier. 

Borrowing in Foreign Currencies 
The Council does not borrow or enter into incidental arrangements within or outside New Zealand in 
currency other than New Zealand currency. 

Counterparty Credit Risk 
Counterparty credit risk is the risk of losses (realised or unrealised) arising from a counterparty 
defaulting on a financial instrument where the Council is a party. The credit risk to the Council in a 
default event will be weighted differently depending on the type of instrument entered into. 
 
Credit risk will be regularly reviewed by the Council. Counterparties and limits can only be approved 
on the basis of long-term credit ratings  being A and above, and short-term credit ratings of A-1 and 
above (Standard & Poor’s, Fitch or Moody’s). 
 
Exposures should be spread amongst a number of counterparties to avoid concentrations of credit 
exposure. Counterparty limits and credit exposure measurement criteria are set out in Appendix 1 of 
this Liability Management Policy. 

Security for external borrowing  
The Council generally does not offer assets other than a charge over rates or rates revenue as security 
for general borrowing programmes and interest rate risk management instruments. Security is offered 
through the Debenture Trust Deed. Internal loans are provided on an unsecured basis. 
 
Where borrowing is by way of finance lease, or some other form of trade credit under which it is 
normal practice to provide security over the asset concerned, the Council may offer security over the 
asset.  
 
From time to time, with prior Council approval, security may be offered by providing a charge over 
one or more of the Council’s specific assets.  
 
Physical assets will be charged only where: 
 
 There is a direct relationship between the debt and the purchase or construction of the asset, 

which it funds (e.g. an operating lease, or project finance); 
 The Council considers a charge over physical assets to be appropriate. 
 Any pledging of physical assets must comply with the terms and conditions contained within 

the security arrangement. 

Contingent Liabilities 
The Council, from time to time, provides financial guarantees to community and sporting 
organisations. The Council passes a resolution to approve all financial guarantees. Management 
ensures that the business plan of the guaranteed party furthers the strategic objectives of the Council.  
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The Council is prohibited from guaranteeing loans to Council Controlled Trading Organisations under 
Section 62 of the Local Government Act. 
 
The Council limits the total amount of financial guarantees to community and sporting organisations 
to $500,000, with no one organisation having more than 10% of the total guarantees given. 
 
The Finance Department monitors the total value of guarantees provided, reporting quarterly to the 
Council. 
 
Should the guarantee be called up, the Council takes immediate action to recover the money. 

Incidental arrangements 
The use of incidental arrangements i.e. risk management instruments, is confined to managing interest 
rate risk of the Council’s borrowing, investments and any foreign exchange risk arising from capital 
expenditure and offshore investments. 
 
The use of incidental arrangements will be notified to the Council as part of the performance monitoring 
process. 
 
Incidental arrangements can only be entered into with approved banks that have in place an executed 
ISDA Master Agreement with the Council. The Council’s internal/appointed legal counsel must sign off on 
all documentation. 
 
Financial covenants and other obligations 
The Council must not enter into any transactions where it would cause a breach of financial covenants 
under existing contractual arrangements. The Council must comply with all obligations and reporting 
requirements under existing funding arrangements and legislative requirements. 

Other liabilities 
The Council has a liability for post closure aftercare for its variance landfills.  

Reporting on Liability Management Policy 
Reporting on the achievements of the objectives contained within this policy will be part of the outcomes 
provided within the Annual Report.  
 
Treasury reporting is conducted on a monthly, quarterly, and as required basis reporting on the Council’s 
borrowing position to the Council, and where relevant external parties. Such reports detail month end 
position to risk control limits (borrowing limits, funding, interest rate, and liquidity), debt management 
position, and compliance. 
 
Accounting treatment of financial instruments 
The Council uses financial arrangements (“derivatives”) for the primary purpose of reducing its 
financial risk to fluctuations in interest rates. The purpose of this section is to articulate the Council’s 
accounting treatment of derivatives in a broad sense. Further detail of accounting treatment is 
contained within the appropriate operations and procedures manual. 
 
Under New Zealand Public Benefit Entity (PBE) International Public Sector Accounting Standards 
(IPSAS) changes in the fair value of derivatives go through the Income Statement unless derivatives 
are designated in an effective hedge relationship. 
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The Council’s principal objective is to actively manage the Council’s interest rate risks within approved 
limits and chooses not to hedge account. The Council accepts that the marked-to-market gains and 
losses on the revaluation of derivatives can create potential volatility in the Council’s annual accounts. 
 
All treasury financial instruments must be revalued (marked-to-market) at least every six months for 
risk management purposes. 

Governance 
The Council approves the Liability Management Policy while the Finance ManagerChief Financial 
Officer designs and implements the funding and interest rate risk management strategy to meet the 
policy requirements. Authorised officers of the Council monitor the funding and interest rate markets 
on a regular basis and after taking appropriate advice, evaluates amongst others; the Council’s 
upcoming borrowing programme, the outlook for funding and interest rate markets, margins, 
maturities, terms and conditions of each funding market, along with policy control/borrowing limits, 
approved instruments and current/projected funding and interest rate risk positions. 
 
The funding and interest rate strategy will be monitored by both the Corporate Portfolio Group and 
the Council in accordance with the governance procedures set out in the “Investment and Liability 
Management Governance Policies and Procedure Manual”.  

Delegated Authorities 
Pursuant to Clause 32 (2), Schedule 7, of the Local Government Act 2002, the Council may make 
delegations to officers of the Council to allow for the efficient conduct of Council business. Clause 32 
(3), Schedule 7 of this Act allows officers to delegate those powers to other officers. 
 
Notwithstanding Clause 32 (1) (c), Schedule 7, the power to borrow money, or purchase or dispose of 
assets, other than in accordance with the Long Term Plan remains the sole responsibility of the 
Council. This responsibility cannot be delegated. 
 
Treasury transactions entered into without the proper authority are difficult to cancel given the legal 
doctrine of “apparent authority”. Also, insufficient authorities for a given bank account or facility may 
prevent the execution of certain transactions (or at least cause unnecessary delays). 
 
To prevent these types of situations, the following procedures must be complied with: 
 
 All delegated authorities and signatories must be reviewed at least annually to ensure that they 

are still appropriate and current. 
 A comprehensive letter must be sent to all bank counterparties at least annually to confirm 

details of all relevant current delegated authorities empowered to bind the Council. 
 
Whenever a person with delegated authority on any account or facility leaves the Council, all relevant 
banks and other counterparties must be advised in writing in a timely manner to ensure that no 
unauthorised instructions are to be accepted from such persons. 
 
Approved delegations to Officers are contained within the Council’s register. All delegations are 
approved by Council resolution.  

Cash Management 
From time to time, the Council has daily cash flow surpluses and borrowing requirements, due to the 
mismatch of daily receipts and payments. All cash inflows and expenses pass through bank accounts 
controlled by the Finance Department. 
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The Council maintains a daily cash position report, and a yearly cashflow projection is prepared during 
the Annual Planning process. These reports determine the Council’s borrowing requirements and 
surpluses for investment for the year. 

Operational Risk 
Operational risk is the risk of loss as a result of human error (or fraud), system failures and inadequate 
procedures and controls. 
 
Operational risk is minimised through the adoption of all requirements of this Policy and detailed 
within the Council’s Treasury Procedures Manual. 
 
Policy Review 
The Policy is to be formally reviewed on a triennial basis, and annually for internal purposes. The 
Finance ManagerChief Financial Officer has the responsibility to prepare the annual review report that 
is presented to the Council. The report will include: 
 
 A recommendation as to changes, deletions and additions to the Policy. 
 An overview of the treasury function in achieving the stated treasury objectives and 

performance benchmarks. 
 A summary of breaches of Policy and one-off approvals outside Policy.  
 
The Council receives the report, approves Policy changes and/or rejects recommendations for Policy 
changes. 

Treasury Performance  
In order to determine the success of the Council’s treasury management function, the following 
benchmarks and performance measures have been prescribed. 
 
Those performance measures that provide a direct measure of the performance of treasury staff 
(operational performance and management of debt and interest rate risk) are to be reported to the 
Council or an appropriate sub-committee of the Council on a quarterly basis. 
 

Management  Performance 
Operational 
performance 

 All policy limits must be complied with, including (but not limited to) 
counterparty credit limits, control limits and exposure limits. 

 All treasury deadlines are to be met, including reporting deadlines. 

Management of debt 
and interest rate risk 
(borrowing costs) 

 The actual borrowing cost (taking into consideration any 
costs/benefits of entering into interest rate management 
transactions) should be below the budgeted YTD/annual borrowing 
cost amount. 

 Actual wholesale interest costs must be benchmarked to market 
interest rates. The applicable market interest rate is determined by 
finding the mid-point policy benchmark rate. 
The Council’s policy mid-point represents an average maturity term 
of 5-years. The market benchmark rate will be calculated every 
month and represent the 5-year swap rate monthly rolling average 
over a 5-year period. 
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Appendix I: Limits 
 

Approved Bank, Cash Management, Foreign Currency and Interest Rate Risk Management Limits. The 
Council minimises its credit exposure by: 
 
 Transacting with entities that have a short-term and long-term credit rating from Standard & 

Poor’s (or equivalent) of at least A-1 and A respectively. 
 Limiting total exposure to prescribed amounts. 
 Monthly monitoring of compliance against set limits. 

Approved Limits 
 

 
Institution 

Minimum S&P 
Short Term 
Credit Rating 

Minimum  
S&P Long Term 
Credit Rating 

Total Exposure 
Limit for each 
Counterparty 

Government  N/A N/A Unlimited 
Local Government Funding 
Agency (This only applies to 
investment not for funding) 

A-1 AA- $15 million 

NZ Registered Bank 

- Off balance sheet exposures 
 
A - 1 

 
A 

 
$320 
million 

TSB Bank* A-2 BBB+ $152 
million 

 

TSB Bank 
The TSB Bank is currently credit rated by S&P short-term A - 32 and long-term BBB+ (stable). 
 
The Council specifically approves the TSB Bank for borrowing purposes and a counterparty exposure up 
to $152 million for cash management purposes as an exception to the above limits. 

 
If any counterparties’ credit rating falls below the minimum specified in the above table then 
immediate steps are taken to reduce the credit exposure of that counterparty to zero. Exceptions are 
reported to the Council. 
 

Calculation of Counterparty Exposure 
Exposures to counterparties are computed as follows: 
 

On-balance sheet 
Total amounts invested with that counterparty. In determining the usage of the above gross limits, 
the following product weightings will be used: 
 
Investments (eg Bank Deposits) – Transaction Notional  Weighting 100%. 
 
Interest rate and foreign exchange rate risk management instruments 
Interest Rate Risk Management (eg swaps, FRAs)  
– Transaction Notional  Maturity (years)  3%. 
 
Foreign Exchange (eg CCY spot and forwards) 
 – Transactional principal amount  (the square root of the maturity (years)  15%). 
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South Taranaki District Council 

To: Vipul Mehta and Garry Morris  

From: Alex Wondergem and Sarah Houston-Eastergaard 

Date: 31 March 2020 

Subject: Liability Management Policy and Investment Policy Review  

Background 

We have reviewed South Taranaki District Council’s (Council) Liability Management and 

Investment Policies. The review of the policies has been performed to satisfy internal requirements 

for a review every three years and in light of changes currently impacting the local government 

sector. 

The changes to the policy have been recommended to better align the Policy with the proposed 

changes by the Local Government Funding Agency (LGFA) as well as the changes to the local 

government credit rating methodology by Standard & Poor’s (S&P). These impacts are flowing 

through the sector particularly in the area of liquidity management. Furthermore, we recommend a 

revised interest rate risk management framework which provides greater flexibility in the medium 

term management of interest rates whilst continuing to meet prudent risk management 

requirements.  

Significant changes 

The following are the key changes recommended: 

Liability Management Policy 

● We recommend including a policy framework around the borrowing activity of Council 

Controlled Organisations (CCOs) (including Council Controlled Trading Organisations 

(CCTOs)). This is to allow for any potential Council on-lending activity that may be required 

along with allowing for the possibility of direct lending from the LGFA to any such entities.  

● Changes to the funding risk control limits are recommended to provide more flexibility in 

Council’s funding arrangements. 

● The interest rate risk framework and approach has been reviewed to provide greater 

flexibility around the management of longer term interest rate exposures. 

Liability Management Policy - Section by section Policy update 

Borrowing Limits 

We have recommended some clarification of a number of definitions within the limits section. We 

have also included a question for Council regarding the inclusion of any liquid assets relating to the 

Long term investment fund as this is likely to be included by the LGFA when they assess your 

covenants. 

 

PricewaterhouseCoopers, 10 Waterloo Quay, PO Box 243, Wellington 6140, New Zealand 

T: +64 4 462 7000, www.pwc.co.nz 
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Borrowing mechanisms of Council Controlled Organisations and Council 

Controlled Trading Organisations (applies to both Liability Management 

Policy and Investment Policy) 

We recommend a new policy section reflecting changes to Council on-lending and LGFA direct 

lending to CCO/CCTOs.  

There have been changes to the LGFA founding documents that impact the way Council and 

CCO/CCTOs can potentially borrow. CCO/CCTOs would become members of the LGFA. 

Indications are that lending will be provided on a case by case basis, approved by the LGFA Board 

and will depend on the individual circumstances of the Council and the related entity. 

We recommend a new section be included in the Policy that provides a framework to apply when 

considering financial support in the form of debt funding directly or indirectly to CCO/CCTOs. The 

framework considers various factors briefly outlined below: 

● Credit risk profile of the borrowing entity and the ability to timely meet repayments. 

● Impact on Council’s credit profile, borrowing cap amount (if any), borrowing covenants with 

the LGFA and bank lenders as well as Council’s future borrowing capacity. 

● The form and quality of security arrangements provided. 

● The lending rate and terms. 

● Lending arrangements must be documented in an approved term sheet. 

The recommended changes to the Policy also attempt to contemplate how Council might provide 

lending to CCOs and CCTOs going forward and the mechanics of how this transaction might be 

considered. 

Funding risk control limits 

We recommend an adjustment to the maturity bands within the framework to allow for a 3 - 7 year 

and 7 year + time frame. With the development of the longer term debt funding market (through 

the LGFA), we have observed constraints around the current policy bands. Having a wider 

time-band creates flexibility but continues to enforce a spreading and smoothing approach to debt 

management. 

We recommend Council extends the period within which it can pre-fund both new and refinanced 

debt from 12 months to 18 months.  This change supports the increased focus on contracted 

liquidity management and enables existing debt amounts to be refinanced before becoming 

classified as current (remaining term being less than 12-months ). 

‘Corridor Policy’ approach to replace the current interest rate risk 

management section of the policy  

We recommend the Council consider the corridor approach to interest rate management.  

The corridor style of policy proposes a minimum and maximum hedge percentage for each 

12-month period based on the long term debt forecast. This differs to the maturity sub-limit 

approach (current policy), which bases the hedging decision on the 12 month debt forecast amount. 
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Adopting this new Policy aligns the interest rate risk management framework with the LTP and 

projected longer term debt path.  

The ‘Corridor Policy’ continues to achieve interest cost certainty and a spreading of interest rate 

repricing maturities whilst allowing for flexibility to manage the uncertainty that comes with 

long-term debt forecasting.  The ‘Corridor Policy’ broadly aligns with the previous structure of 

minimum and maximum fixed rate hedging limits and weighted average maturity term. 

Utilising a ‘Corridor Policy’ approach requires a greater focus on the longer term interest rate risk 

position beyond the 12-month forecast debt amount. A consistent theme across the local 

government sector is that forecast debt levels have generally overstated actual debt levels as capital 

projects are delayed in their delivery. This leads to councils having a greater amount of interest rate 

fixing and/or raising debt funding which is not immediately required. The ‘Corridor Policy’ 

approach adapts to these uncertainties by having a declining stepped hedge profile beyond 12 

months. 

An example of Council’s interest rate profile under the new risk framework is shown below: 

 

We have aligned the approved maximum swap tenor with the new policy framework and LGFA 

debt terms.  This provides consistency with the management of long-dated  LGFA bond maturities.  

Approved financial instruments  

We recommend the inclusion of two new instruments that are now on offer from the LGFA. These 

are stand-by facilities and forward starting committed debt placements, both through the LGFA.  
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Disclaimer 

This memo is subject to the engagement letter dated 6 December 2019 and the following 

restrictions. It is a memo addressed to you, South Taranaki District Council.  

This memo should not be reproduced or supplied to any other party without first obtaining 

our (PwC New Zealand) written consent. We accept no responsibility for any reliance that 

may be placed on our memo should it be used for any purpose other than that set out above 

and in any event we will accept no liability to any party other than you in respect of its 

contents. In the course of our work, we have not verified any of the information provided 

to us by you, nor have we carried out anything in the nature of an audit. Accordingly, we 

express no opinion on the reliability, accuracy or completeness of the information provided 

to us and upon which we have relied. The statements and opinions contained in this memo 

are based on data obtained from the financial markets and are so contained in good faith 

and in the belief that such statements, opinions and data are not false or misleading. In 

preparing this memo, we have relied upon information which we believe to be reliable and 

accurate. We reserve the right (but will be under no obligation) to review our assessment 

and if we consider it necessary, to revise our opinion in the light of any information 

existing at the date of this memo which becomes known to us after that date. This memo 

must be read in its entirety. Individual sections of this memo could be misleading if 

considered in isolation from each other. 
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Information Report 

 To Audit and Risk Committee 
From Chief Financial Officer, Vipul Mehta 
Date 1 July 2020 
Subject Outstanding Debt as at 31 May 2020 

(This report shall not be construed as policy until adopted by full Council) 
 
Executive Summary 
 
1. This report contains financial variance information relating to age trial balances for all 

debtors and the variance of outstanding debt for rates up to 31 May 2020.  
 
2. Overall, the age trial balance has decreased between April and May 2020 by $1,449,542 

to $5,316,440. This is primarily due to water by water meter rates which were invoiced 
in April and were due to be paid in May. 

 
 
Recommendation 
 
THAT the Audit and Risk Committee receives the outstanding debt report as at 31 May 2020. 
 
 
General 
 
3. The outstanding balance of rates has increased by $732,880 from March 2020 to May 

2020 and the rates debt as at 31 May 2020 is 4.67% or $1,987,059.99. The reason for 
the increase relates to the Council’s decision to offer payment plans to ratepayers as a 
result of the economic impact of COVID-19.   
 

4. Normal debt recovery process includes a 30, 60 and 90 day statement sent to sundry 
debtors. If there are no debt recovery agreements in place, our usual practise is that after 
90 days the outstanding debt is sent to a debt collection agency. Infringement debts are 
with the courts, who administer this debt.  

 
  

 
    

 
 

 
 [Seen by] 
Vipul Mehta Marianne Archibald 
Chief Financial Officer Group Manager Corporate Services 
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Information Report 

   

To Audit and Risk Committee 
From Chief Financial Officer, Vipul Mehta 
Date 1 July 2020 
Subject Audit New Zealand – Audit Arrangements for South Taranaki 

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

 
 
Executive Summary 

 
1. Audit New Zealand have provided a proposal, including a three year contract to 30 

June 2022 and audit plan to undertake the South Taranaki District Council’s audit. 
 
2. The engagement letter sets out the respective responsibilities of the South Taranaki 

District Council and Audit NZ as the Council’s auditor and remains in place for the three 
years covered by the current audit contract. 

 
3. Audit NZ’s proposal letter sets out the audit contract for the three years to 30 June 

2022. This proposal only has one year’s fee and fees for the financial years ending 
30 June 2021 and 30 June 2022 will be agreed to at a future date. 

 
4. Finally the audit plan sets out the arrangements specific to the 2020 audit. 
 

 
Recommendation 
 
THAT the Audit and Risk Committee receives and reviews Audit New Zealand’s draft 
engagement letter, proposal letter and audit plan for the 2020 audit. 
 

 
Conclusion 

 
5. The Audit and Risk Committee are being provided with Audit NZ’s engagement letter, 

proposal letter and a proposed audit plan for the 2020 audit for their information and 
review. 

 
 

 
 

 [Seen by] 
Vipul Mehta  Marianne Archibald   
Chief Financial Officer Group Manager Corporate Services 
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Attachments to this report: 
 
Appendix I - Audit NZ Engagement Letter 
Appendix II – Audit NZ Proposal Letter 
Appendix III – Audit NZ – Audit Plan for 2020 
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18 June 2020 

 

Phil Nixon 
South Taranaki District Council 
Private Bag 902 
Hawera 4640 

 

Dear Phil 

Audit Engagement Letter 

This audit engagement letter is sent to you on behalf of the Auditor-General who is the auditor of all 
“public entities”, including South Taranaki District Council (the District Council), under section 14 of 
the Public Audit Act 2001 (the Act). The Auditor-General has appointed me, Chris Webby, using the 
staff and resources of Audit New Zealand, under sections 32 and 33 of the Act, to carry out the 
annual audits of the District Council’s financial statements and performance information. We will be 
carrying out these annual audits for the three years ending 30 June 2020 to 30 June 2022. 

This letter outlines:  

• the terms of the audit engagement and the nature, and limitations, of the annual audit; and  

• the respective responsibilities of the governing body (the Council) and me, as the 
Appointed Auditor, for the financial statements and performance information.  

The objectives of the annual audit are:  

• to provide an independent opinion on the District Council’s financial statements and 
performance information; and  

• to report on other matters that come to our attention as part of the annual audit (typically 
those matters will relate to issues of financial management and accountability).  

We will carry out the audit in accordance with the Auditor-General’s Auditing Standards, which 
incorporate the Professional and Ethical Standards and the International Standards on Auditing 
(New Zealand) issued by the New Zealand Auditing and Assurance Standards Board (collectively the 
Auditing Standards). The Auditing Standards require that we comply with ethical requirements, and 
plan and perform the annual audit to obtain reasonable assurance about whether the District 
Council’s financial statements and performance information are free from material misstatement. 
The Auditing Standards also require that we remain alert to issues of concern to the Auditor-General. 
Such issues tend to relate to matters of financial management and accountability. 

31 Amesbury Street 
PO Box 149, Palmerston North 4440 
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The Council’s responsibilities 

Our audit will be carried out on the basis that the Council, as the governing body, acknowledges that 
it has responsibility for:  

• preparing the financial statements and performance information in accordance with any 
applicable legal requirements and financial reporting standards;  

• having such internal control as determined necessary to enable the preparation of financial 
statements and performance information that are free from material misstatement, 
whether due to fraud or error; and  

• providing us with:  

 access to all information relevant to preparing the financial statements and 
performance information such as records, documentation, and other information;  

 all other information, in addition to the financial statements and performance 
information, to be included in the annual report;  

 additional information that we may request from the District Council for the 
purpose of the audit; 

 unrestricted access to Council members and employees that we consider 
necessary; and  

 written confirmation concerning representations made to us in connection with 
the audit; 

In addition, the Council is responsible for: 

• the preparation of the summary financial statements and summary performance 
information; 

• making the audited summary financial statements and summary performance information 
readily available to the intended users of that information; and 

• including our audit report on the summary financial statements and summary performance 
information in any document that contains that information and that indicates that we 
have reported on that information. 

The Council’s responsibilities extend to all resources, activities, and entities under its control. We 
expect that the Council will ensure: 

• the resources, activities, and entities under its control have been operating effectively and 
efficiently;  

• it has complied with its statutory obligations including laws, regulations, and contractual 
requirements;  

• it has carried out its decisions and actions with due regard to minimising waste; 
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• it has met Parliament’s and the public’s expectations of appropriate standards of behaviour 
in the public sector in that it has carried out its decisions and actions with due regard to 
probity; and 

• its decisions and actions have been taken with due regard to financial prudence. 

We expect the Council and/or the individuals within the District Council with delegated authority, to 
immediately inform us of any suspected fraud, where there is a reasonable basis that suspected 
fraud has occurred – regardless of the amount involved. Suspected fraud also includes instances of 
bribery and/or corruption. 

The Council has certain responsibilities relating to the preparation of the financial statements and 
performance information and in respect of financial management and accountability matters. These 
specific responsibilities are set out in Appendix 1. Appendix 2 contains some additional 
responsibilities relating to the health and safety of audit staff. We expect members of the Council to 
be familiar with those responsibilities and, where necessary, have obtained advice about them. 

The Council should have documented policies and procedures to support its responsibilities. It should 
also regularly monitor performance against its objectives. 

Our responsibilities 

Carrying out the audit 

We are responsible for forming an independent opinion on whether the financial statements of the 
District Council: 

• present fairly, in all material respects: 

 its financial position; and 

 its financial performance and cash flows for the financial year; 

• comply with generally accepted accounting practice in New Zealand in accordance with 
Public Benefit Entity Standards. 

We are also responsible for forming an independent opinion on whether the performance 
information of the District Council: 

• presents fairly, in all material respects, the performance for the financial year, including: 

 its performance achievements as compared with the intended levels of service for 
the financial year; and 

 its actual revenue and expenses as compared with the forecasts included in the 
Long-Term Plan and Annual Plan for the financial year; and 

• complies with generally accepted accounting practice in New Zealand. 

In addition to the above we are also responsible for forming an independent opinion whether: 
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• the funding impact statement of the District Council, presents fairly, in all material respects, 
the amount of funds produced from each source of funding and how the funds were 
applied as compared to the information included in the annual plan; and 

• the statement about capital expenditure for each group of activities of the District Council, 
presents fairly, in all material respects, actual capital expenditure as compared to the 
budgeted capital expenditure included in the annual plan; and 

• the funding impact statement for each group of activities of the District Council, presents 
fairly, in all material respects, the amount of funds produced from each source of funding 
and how the funds were applied as compared to the information included in the Long-term 
plan. 

We are also required to report on whether the District Council has: 

• complied with the requirements of Schedule 10 of the Local Government Act 2002 that 
apply to the annual report; and 

• made the disclosures about performance against benchmarks as required by the Local 
Government (Financial Reporting and Prudence) Regulations 2014. 

An audit involves obtaining evidence about the amounts and disclosures in the financial statements 
and performance information. How we obtain this information depends on our judgement, including 
our assessment of the risks of material misstatement of the financial statements and performance 
information, whether due to fraud or error. An audit also includes evaluating the appropriateness of 
accounting policies and the reasonableness of accounting estimates, as well as evaluating the overall 
presentation of the financial statements and performance information.  

We do not examine every transaction, nor do we guarantee complete accuracy of the financial 
statements and performance information. Because of the inherent limitations of an audit, together 
with the inherent limitations of internal control, there is an unavoidable risk that some material 
misstatements may not be detected, even though the audit is properly planned and performed in 
accordance with the Auditing Standards.  

During the audit, we obtain an understanding of internal control relevant to the audit in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the District Council’s internal controls. However, we 
will communicate to you in writing about any significant deficiencies in internal control relevant to 
the audit of the financial statements and performance information that we identify during the audit.  

During the audit, the audit team will: 

• be alert for issues of effectiveness and efficiency – in particular, how the Council and the 
District Council have carried out their activities;  

• consider laws and regulations relevant to the audit; 

• be alert for issues of waste – in particular, whether the Council obtained and applied the 
resources of the District Council in an economical manner, and whether any resources are 
being wasted;  
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• be alert for issues of a lack of probity – in particular, whether the Council and the District 
Council have met Parliament’s and the public’s expectations of appropriate standards of 
behaviour in the public sector; and 

• be alert for issues of a lack of financial prudence. 

Our independence 

It is essential that the audit team and Audit New Zealand remain both economically and attitudinally 
independent of the District Council; including being independent of management personnel and 
members of the Council. This involves being, and appearing to be, free of any interest that might be 
regarded, whatever its actual effect, as being incompatible with the objectivity of the audit team and 
the Audit New Zealand. 

To protect our independence, specific limitations are placed on us in accepting engagements with 
the Council other than the annual audit. We may accept certain types of other engagements, subject 
to the requirements of the Auditing Standards. Any other engagements must be the subject of a 
separate written arrangement between the Council and me or Audit New Zealand. 

Reporting 

We will issue an independent audit report that will be attached to the financial statements and 
performance information. This report contains our opinion on the fair presentation of the financial 
statements and performance information and whether they comply with the applicable reporting 
requirements. The audit report may also include comment on other financial management and 
accountability matters that we consider may be of interest to the addressee of the audit report.  

In addition, we will issue an audit report that will be attached to the summary financial statements 
and summary performance information. This audit report will contain an opinion that provides the 
same level of assurance as the audit report on the full financial statements and full performance 
information.  

We will also issue a management letter that will be sent to the Council. This letter communicates any 
matters that come to our attention during the audit that, in our opinion, are relevant to the Council. 
Typically, those matters will relate to issues of financial management and accountability. We may 
also provide other management letters to the District Council from time to time. We will inform the 
Council of any other management letters we have issued. 

Please note that the Auditor-General may publicly report matters that are identified in the annual 
audit, in keeping with section 21 of the Public Audit Act 2001. 

Next steps 

Please acknowledge receipt of this letter and the terms of the audit engagement by signing the letter 
in the space provided and returning a copy to me. The terms will remain effective until a new Audit 
Engagement Letter is issued. 

If you have any questions about the audit generally, or have any concerns about the quality of the 
audit, you should contact me as soon as possible. If, after contacting me, you still have concerns, you 
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should contact the Director of Auditor Appointments at the Office of the Auditor-General on 
(04) 917 1500.  

If you require any further information, or wish to discuss the terms of the audit engagement further 
before replying, please do not hesitate to contact me.  

 

Yours faithfully 

 

 

Chris Webby 
Appointed Auditor 
On behalf of the Auditor-General 

 

 

I acknowledge the terms of this engagement and that I have the required authority on behalf of the 
Council.  

 

 

Signature:  

 

Name: ………………………………………………………. 

 

Title: ………………………………………………………. Date: ……………………. 
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Appendix 1:  Respective specific responsibilities of the 
Council and the Appointed Auditor  

Responsibilities of the Council Responsibility of the Appointed Auditor 

Responsibilities for the financial statements and performance information 

You are required by legislation to prepare 
financial statements and performance 
information in accordance with legal 
requirements and financial reporting standards. 

You must also ensure that any accompanying 
information in the annual report is consistent 
with that reported in the audited financial 
statements and performance information. 

You are required by legislation to prepare the 
financial statements and performance 
information and provide that information to us 
before the statutory reporting deadline. It is 
normal practice for you to set your own 
timetable to comply with statutory reporting 
deadlines. To meet the reporting deadlines, we 
are dependent on receiving the financial 
statements and performance information ready 
for audit and in enough time to enable the 
audit to be completed. “Ready for audit” means 
that the financial statements and performance 
information have been prepared in accordance 
with legal requirements and financial reporting 
standards, and are supported by proper 
accounting records and complete evidential 
documentation. 

We are responsible for carrying out an annual audit, 
on behalf of the Auditor-General. We are responsible 
for forming an independent opinion on whether the 
financial statements: 

• present fairly, in all material respects: 

 the financial position; and 

 the financial performance and cash 
flows for the financial year; 

• comply with generally accepted accounting 
practice in New Zealand in accordance with 
Public Benefit Entity Standards. 

We are also responsible for forming an independent 
opinion on whether the performance information: 

• presents fairly, in all material respects, the 
performance for the financial year, including: 

 the performance achievements as 
compared with the intended levels of 
service for the financial year; and 

 the actual revenue and expenses as 
compared with the forecasts included in 
the Long-Term Plan and Annual Plan for 
the financial year.  

• complies with generally accepted accounting 
practice in New Zealand. 

In addition to the above we are also responsible for 
forming an independent opinion whether: 

• the funding impact statement of the District 
Council, presents fairly, in all material respects, 
the amount of funds produced from each 
source of funding and how the funds were 
applied as compared to the information 
included in the annual plan; and 
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Responsibilities of the Council Responsibility of the Appointed Auditor 

 • the statement about capital expenditure for 
each group of activities of the District Council, 
presents fairly, in all material respects, actual 
capital expenditure as compared to the 
budgeted capital expenditure included in the 
annual plan; and 

• the funding impact statement for each group 
of activities of the District Council, presents 
fairly, in all material respects, the amount of 
funds produced from each source of funding 
and how the funds were applied as compared 
to the information included in the Long-term 
plan. 

We are also required to report on whether the 
District Council has: 

• complied with the requirements of Schedule 
10 of the Local Government Act 2002 that 
apply to the annual report; and 

• made the disclosures about performance 
against benchmarks as required by the Local 
Government (Financial Reporting and 
Prudence) Regulations 2014. 

We will also read the other information 
accompanying the financial statements and 
performance information and consider whether there 
are material inconsistencies with the audited financial 
statements and performance information. 
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Responsibilities of the Council Responsibility of the Appointed Auditor 

 Materiality is one of the main factors affecting our 
judgement on the areas to be tested and on the 
timing, nature, and extent of the tests and 
procedures performed during the audit. In planning 
and performing the annual audit, we aim to obtain 
reasonable assurance that the financial statements 
and performance information do not have material 
misstatements caused by either fraud or error. 
Material misstatements are differences or omissions 
of amounts and disclosures that, in our judgement, 
are likely to influence the audit report addressee’s 
overall understanding of the financial statements and 
performance information. 

If we find material misstatements that are not 
corrected, they will be referred to in the audit 
opinion. The Auditor-General's preference is for you 
to correct any material misstatements and avoid the 
need for them to be referred to in the audit opinion. 

An audit also involves evaluating: 

• the appropriateness of accounting policies 
used and whether they have been consistently 
applied; 

• the reasonableness of the significant 
accounting estimates and judgements made by 
those charged with governance; 

• the appropriateness of the content and 
measures in any performance information; 

• the adequacy of the disclosures in the financial 
statements and performance information; and 

• the overall presentation of the financial 
statements and performance information. 

We will ask you for written confirmation of 
representations made about the financial statements 
and performance information. In particular, we will 
seek confirmation that: 

• the adoption of the going concern basis of 
accounting is appropriate;  

• all material transactions have been recorded 
and are reflected in the financial statements 
and performance information;  
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Responsibilities of the Council Responsibility of the Appointed Auditor 

 • all instances of non-compliance or suspected 
non-compliance with laws and regulations 
have been disclosed to us; and  

• uncorrected misstatements noted during the 
audit are immaterial to the financial 
statements and performance information.  

Any representation made does not in any way reduce 
our responsibility to perform appropriate audit 
procedures and enquiries. 

We will ensure that the annual audit is completed by 
the reporting deadline or, if that is not practicable 
because of the non-receipt or condition of the 
financial statements and performance information, or 
for some other reason beyond our control, as soon as 
possible after that. 

The work papers that we produce in carrying out the 
audit are the property of the Auditor-General. Work 
papers are confidential to the Auditor-General and 
subject to the disclosure provisions in section 30 of 
the Public Audit Act 2001. 

Responsibilities for the accounting records 

You are responsible for maintaining accounting 
and other records that: 

• correctly record and explain the 
transactions of the District Council;  

• enable you to monitor the resources, 
activities, and entities under your 
control;  

• enable the District Council's financial 
position to be determined with 
reasonable accuracy at any time;  

• enable you to prepare financial 
statements and performance 
information that comply with legislation 
(and that allow the financial statements 
and performance information to be 
readily and properly audited); and  

• are in keeping with the requirements of 
the Commissioner of Inland Revenue. 

We will perform sufficient tests to obtain reasonable 
assurance as to whether the underlying records are 
reliable and adequate as a basis for preparing the 
financial statements and performance information. 

If, in our opinion, the records are not reliable or 
accurate enough to enable the preparation of the 
financial statements and performance information 
and the necessary evidence cannot be obtained by 
other means, we will need to consider the effect on 
the audit opinion. 
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Responsibilities of the Council Responsibility of the Appointed Auditor 

Responsibilities for accounting and internal control systems 

You are responsible for establishing and 
maintaining accounting and internal control 
systems (appropriate to the size of the District 
Council), supported by written policies and 
procedures, designed to provide reasonable 
assurance as to the integrity and reliability of 
financial and performance information 
reporting. 

The annual audit is not designed to identify all 
significant weaknesses in your accounting and 
internal control systems. We will review the 
accounting and internal control systems only to the 
extent required to express an opinion on the financial 
statements and performance information. 

We will report to you separately, on any significant 
weaknesses in the accounting and internal control 
systems that come to our notice and that we consider 
may be relevant to you. Any such report will provide 
constructive recommendations to assist you to 
address those weaknesses. 

Responsibilities for preventing and detecting fraud and error 

The responsibility for the prevention and 
detection of fraud and error rests with you, 
through the implementation and continued 
operation of adequate internal control systems 
(appropriate to the size of the District Council) 
supported by written policies and procedures. 

We expect you to formally address the matter 
of fraud, and formulate an appropriate policy 
on how to minimise it and (if it occurs) how it 
will be dealt with. Fraud also includes bribery 
and corruption. 

We expect you to consider reporting all 
instances of actual, suspected, or alleged fraud 
to the appropriate law enforcement agency, 
which will decide whether proceedings for a 
criminal offence should be instituted. We 
expect you to immediately inform us of any 
suspected fraud where you, and/or any 
individuals within the District Council with 
delegated authority have a reasonable basis 
that suspected fraud has occurred – regardless 
of the amount involved. 

We design our audit to obtain reasonable, but not 
absolute, assurance of detecting fraud or error that 
would have a material effect on the financial 
statements and performance information. We will 
review the accounting and internal control systems 
only to the extent required for them to express an 
opinion on the financial statements and performance 
information, but we will: 

• obtain an understanding of internal control 
and assess its ability for preventing and 
detecting material fraud and error; and  

• report to you any significant weaknesses in 
internal control that come to our notice.  

We are required to immediately advise the Office of 
the Auditor-General of all instances of actual, 
suspected, or alleged fraud. 

As part of the audit, you will be asked for written 
confirmation that you have disclosed all known 
instances of actual, suspected, or alleged fraud to us. 

If we become aware of the possible existence of 
fraud, whether through applying audit procedures, 
advice from you, or management, or by any other 
means, we will communicate this to you with the 
expectation that you will consider whether it is 
appropriate to report the fraud to the appropriate 
law enforcement agency. In the event that you do not 
report the fraud to the appropriate law enforcement 
agency, the Auditor-General will consider doing so, if 
it is appropriate for the purposes of protecting the 
interests of the public. 
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Responsibilities of the Council Responsibility of the Appointed Auditor 

Responsibilities for compliance with laws and regulations 

You are responsible for ensuring that the 
District Council has systems, policies, and 
procedures (appropriate to the size of the 
District Council) to ensure that all applicable 
legislative, regulatory, and contractual 
requirements that apply to the activities and 
functions of the District Council are complied 
with. Such systems, policies, and procedures 
should be documented. 

We will obtain an understanding of the systems, 
policies, and procedures put in place for the purpose 
of ensuring compliance with those legislative and 
regulatory requirements that are relevant to the 
audit. Our consideration of specific laws and 
regulations will depend on a number of factors, 
including: 

• the relevance of the law or regulation to the 
audit; 

• our assessment of the risk of non-compliance; 

• the impact of non-compliance for the 
addressee of the audit report 

The way in which we will report instances of 
non-compliance that come to our attention will 
depend on considerations of materiality or 
significance. We will report to you and to the 
Auditor-General all material and significant instances 
of non-compliance. 

We will also report to you any significant weaknesses 
that we observe in internal control systems, policies, 
and procedures for monitoring compliance with laws 
and regulations. 

Responsibilities to establish and maintain appropriate standards of conduct and personal integrity 

You should at all times take all practicable steps 
to ensure that your members and employees 
maintain high standards of conduct and 
personal integrity. You should document your 
expected standards of conduct and personal 
integrity in a “Code of Conduct” and, where 
applicable, support the “Code of Conduct” with 
policies and procedures. 

The expected standards of conduct and 
personal integrity should be determined by 
reference to accepted “Codes of Conduct” that 
apply to the public sector. 

We will have regard to whether you maintain high 
standards of conduct and personal integrity – 
particularly in matters relating to financial 
management and accountability. Specifically, we will 
be alert for significant instances where members and 
employees of the District Council may not have acted 
in accordance with the standards of conduct and 
personal integrity expected of them. 

The way in which we will report instances that come 
to our attention will depend on significance. We will 
report to you and to the Auditor-General all 
significant departures from expected standards of 
conduct and personal integrity that come to our 
attention during the audit. 
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Responsibilities of the Council Responsibility of the Appointed Auditor 

 The Auditor-General, on receiving a report from us, 
may, at his discretion and with consideration of its 
significance, decide to conduct a performance audit 
of, or an inquiry into, the matters raised. The 
performance audit or inquiry will be subject to 
specific terms of reference, in consultation with you. 
Alternatively, the Auditor-General may decide to 
publicly report the matter without carrying out a 
performance audit or inquiry. 

Responsibilities for conflicts of interest and related parties 

You should have policies and procedures to 
ensure that your members and employees carry 
out their duties free from bias. 

You should maintain a full and complete record 
of related parties and their interests. It is your 
responsibility to record and disclose 
related-party transactions in the financial 
statements and performance information in 
accordance with generally accepted accounting 
practice. 

To help determine whether your members and 
employees have carried out their duties free from 
bias, we will review information provided by you that 
identifies related parties, and will be alert for other 
material related-party transactions. Depending on the 
circumstances, we may enquire whether you have 
complied with any statutory requirements for 
conflicts of interest and whether these transactions 
have been properly recorded and disclosed in the 
financial statements and performance information. 

Responsibilities for publishing the audited financial statements on a website 

You are responsible for the electronic 
presentation of the financial statements and 
performance information on the District 
Council’s website. This includes ensuring that 
there are enough security and controls over 
information on the website to maintain the 
integrity of the data presented. 

If the audit report is reproduced in any 
medium, you should present the complete 
financial statements, including notes, 
accounting policies, and any other 
accountability statements. 

Examining the controls over the electronic 
presentation of audited financial statements and 
performance information, and the associated audit 
report, on your website is beyond the scope of the 
annual audit. 
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Appendix 2:  Health and safety of audit staff 

The Auditor-General and Audit New Zealand take seriously their responsibility to provide a safe 
working environment for audit staff. Under the Health and Safety at Work Act 2015 we need to make 
arrangements with you to keep our audit staff safe while they are working at your premises. We 
expect you to provide a safe work environment for our audit staff. This includes providing adequate 
lighting and ventilation, suitable desks and chairs, and safety equipment, where required. We also 
expect you to provide them with all information or training necessary to protect them from any risks 
they may be exposed to at your premises. This includes advising them of emergency evacuation 
procedures and how to report any health and safety issues. 
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A business unit of the Controller and Auditor-General www.auditnz.parliament.nz 

 

 

 

18 June 2020 

 

Phil Nixon Ref: EN/LCA/03-0034 Y049 
Mayor Copy: Director Auditor Appointments 
South Taranaki District Council  Office of the Auditor–General 
Private Bag 902  PO Box 3928 
Hawera 4640  Wellington 60140 
 

Dear Phil 

Proposal to conduct the audit of South Taranaki District Council and subsidiary on 
behalf of the Auditor-General for the 2020, 2021 and 2022 financial years 

1 Introduction 

The Auditor-General proposes to appoint me to carry out the audit of your organisation for 
the next three years. As required by the Office of the Auditor-General (OAG), I set out 
below information relating to the audit for the three financial years ending 30 June 2020, 
2021 and 2022. The purpose of this proposal is to provide information on: 

• the statutory basis for the audit and how audit fees are set; 

• the entities covered by this proposal; 

• key members of the audit team; 

• the hours we plan to spend on the audit and reasons for any change in hours; 

• our proposed fees for the audit for the financial year ending 30 June 2020 and 
reasons for any change. We will agree the fees for the financial years ending 
30 June 2021 and 30 June 2022 at a future date; 

• assumptions relating to the proposed audit fees, including what we expect of your 
organisation; 

• what the OAG Audit Standards and Quality Support fee (previously OAG Overhead 
charge) provides; 

• certification required by the Auditor-General; and 

31 Amesbury Street 
PO Box 149, Palmerston North 4440 
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• our commitment to conduct the audit in accordance with the Auditor-General’s 
Auditing Standards. 

2 Statutory basis for the audit and how audit fees are set 

The audit of your organisation is carried out under Section 15 of the Public Audit Act 2001 
(the Act), which states that “the Auditor General must from time to time audit the financial 
statements, accounts, and other information that a public entity is required to have 
audited”. 

Fees for audits of public entities are set by the Auditor General under section 42 of the Act. 
The Act requires the Auditor-General to make sure that audit fees are “reasonable” for 
both the auditors who complete the audits for the Auditor-General, and for each of the 
entities audited. The Auditor-General wrote to your Council recently letting you know that 
he has carefully considered the matter of annual audit fees for all Councils who do not 
currently have a contract in place. He has decided that for the 30 June 2020 audit, audit 
fees are to be held to a 1.5% increase over the agreed fee for the 30 June 2019 audit. This 
attempts to balance the very real cost pressures that your Council and his Office currently 
face. The Auditor-General also noted that he expects that there will be a range of effects of 
the COVID-19 pandemic that may require additional audit work, and that auditors will need 
to discuss recovery of costs for that with Councils in due course, once these costs are 
known. 

The Auditor-General also advised that for a number of years there has been a significant 
and growing under recovery of audit fees across much of the local government sector, for a 
range of reasons. Because Parliament has indicated that it expects the cost of annual audits 
under the Act (including an OAG Audit Standards and Quality Support fee) to be funded by 
public entities, this is clearly not a sustainable position. It is also potentially creating a very 
real risk to maintaining consistent audit quality over time, which has been raised by audit 
regulatory bodies here and overseas.  

Audit fees will, in the future, need to be increased to reflect the real costs. These increases 
will vary depending on the reasonableness of the current fee. So for the subsequent years 
of the contract, 2021 and 2022, your Council and I will in, due course, have the opportunity 
to discuss those real costs, and endeavour to reach agreement about reasonable fees that 
can be recommended to the Auditor-General for approval. The Auditor General, with 
assistance from the OAG, will directly set audit fees, but only if we fail to reach agreement. 

To ensure that the level of audit effort required (and the reasons for it) are visible to your 
Council, this proposal includes an estimate of the total hours and indicative cost required to 
complete an efficient and quality audit of your Council (this is set out in sections 5 and 6).  
We expect to incur these hours in 2020, although the constrained fees will clearly not 
reflect the full cost of them. 
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3 Entities covered by this proposal 

This proposal covers the audits of South Taranaki District Council and Novus Contracting 
Limited. 

4 Key members of the audit team 

Appointed Auditor Chris Webby 

Engagement Quality Reviewer (EQR) Karen Young 

Audit Manager Alistair Love 

ISAA Audit Manager Dieter Rohm 

5 Estimated audit hours 

We estimate that the following hours will be required to carry out the 30 June 2020 audit 
(compared to the budgeted hours set out in your last APL and actual data from the previous 
financial year): 

Audit team member 2019 budget 2019 actual* 2020 

Appointed Auditor 60 108 71 

EQR Director 10 12 14 

Audit Manager 100 85 100 

Other CA qualified staff 240 377 320 

Non CA qualified staff 280 300 300 

Other specialists:    

Sector specialist support 7 7 8 

Information systems 20 24 20 

Specialist assurance services 2 1 2 

Tax 2 0 2 

Total audit hours 721 914 837 

 

*Note – actual hours are all hours incurred. These hours have not been adjusted to 
eliminate any hours that were due to auditor inefficiencies.  

The major reasons for actual audit hours for 2019 being higher than budget is due to: 

• Base hours from the previous audit proposal not being sufficient to efficiently audit; 
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• The central landfill and the associated impairment was not included in the budgeted 
hours;  

• A number of staff changes in the audit team like the audit supervisor; and 

• Delays in receiving information when on site which meant the work took longer to 
complete. For example property, plant and equipment note being incomplete on 
arrival.   

5.1 Reasons for changes in audit hours 

The major reasons for the changes in hours for your organisation’s audit are: 

Reasons for changes in audit hours compared to estimated audit hours set out 
in previous APL: 

2020 

Changes within the entity, or in its environment – such as changes in the entity’s 
activity, systems, risk profile, or complexity, which have resulted in a change to 
the size or complexity of the audit. 

• Sensitive expenditure – all Councils operate in an environment where 
ratepayers and other stakeholders expect high levels of ethical behaviour 
and want more transparency over how this is managed. This means they 
need robust policies and processes in areas such as fraud, bribery and 
corruption, and sensitive expenditure. They also need to demonstrate 
that they manage these areas effectively.  

The increased sensitivity and risk in these areas, which is also reflected in 
the OAG briefs to auditors, has flowed through to our audit and the work 
we do. In particular, we will now be undertaking additional testing of the 
Chief Executive and Mayor’s expenses every year. 

• Asset valuations – funding challenges, combined with greater community 
awareness and expectations over the resilience and performance of core 
assets, have increased the importance of, and risks associated with, 
Council’s asset related practices such as continually improving its asset 
condition information and developing more advanced management 
practices. These in turn increase the complexity of Council’s asset 
revaluations and fair value assessments. 

We have increased the time required for this work because of the 
significant amount of time required to cover off the risks associated with 
this. 

Our hours and fees are based on one revaluation for each class of asset in 
the 3 year period and are incorporated into our overall hours and spread 
evenly across the three years. 

Any additional revaluations we are required to audit will be charged 
separately. 

• Rates – recent court cases have highlighted the risks Council faces in 
relation to its rating processes. Seemingly minor procedural or 
documentation errors have the potential to undermine Council’s major 
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Reasons for changes in audit hours compared to estimated audit hours set out 
in previous APL: 

2020 

revenue stream. Council’s increased risks have impacted on our approach 
to auditing Rates, and we now perform more testing on both individual 
rates and the information held in the RID. 

• Estimations and judgements – significant accounting estimations, 
accruals and judgements, for example, the valuation of the Council’s 
financial assets, are significant to the Council’s financial statements and 
present a risk of material misstatement. As these estimations and 
judgements become more complex and present a higher risk, this 
increases our required audit response. 

• Non-financial reporting – in the light of recent events, including natural 
disasters, the results of the Havelock North water enquiry, and the 
impacts of climate change, ratepayers and other stakeholders focus on 
local authorities’ core services has increased. This has increased our 
assessment of risk in these areas which in turn has increased both the 
number of measures we identify as material and the amount of testing 
we do on these.  

We have increased the time required for this work because more work is 
required to cover the risks of results for some of the Council’s 
performance measures that are recorded by external parties. 

In addition, the mandatory performance measures present a heightened 
risk to Council’s reporting due to the range of interpretation and non-
compliance issues that have been identified across the sector in recent 
years.  

10 

Changes in the number and/or duration of meetings held with TCWG or A&R 
Committee, at the request of the entity. 

10 

Changes to better reflect the hours and team mix required to undertake the 
audit on an ongoing basis. 

41 

Total change in audit hours 116 

6 Proposed audit fees 

Our proposed fees for the 2020 audit (compared to budgeted and actual data from the 
previous financial year) is: 

Structure of audit fees 2019 budget fees 2019 actual fees 
charged (*) 

2020 

$ $ $ 

Net audit fee  120,690 120,690 122,500 
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Structure of audit fees 2019 budget fees 2019 actual fees 
charged (*) 

2020 

$ $ $ 

OAG Audit Standards and 
Quality Support fee 

10,880 10,880 11,043 

Total audit fee (excluding 
disbursements) 

131,570 131,570 133,544 

Estimated disbursements 15,000 11,960 15,000 

Total billable audit fees and 
charges 

146,570 143,530 148,544 

GST 21,986 21,530 22,282 

Total (including GST) 168,556 165,060 170,826 

 
* Note – 2019 actual audit fees charged were $131,570, compared to our 2019 audit costs 
of $164,622.  These costs have not been adjusted to eliminate any matters arising from 
auditor inefficiencies. 

The estimated cost of an efficient audit on a full recovery basis for your Council in 2020 is in 
the range of $148,839 to $158,839, that is, about $22,269 or 17% more than the 2019 fee. 
Over the next two years (2021 and 2022) we expect that the audit fee charged will 
progressively move to more fairly reflect our actual costs of performing your Council’s 
audit. 

The audit fees allow for the audit team to carry out specific tasks identified in the OAG 
Sector Brief and for the OAG Audit Standards and Quality Support fees. As set out in 
section 2, these fees are have been held at a 1.5% increase over the agreed audit fee for 
2019. 

We have also estimated the reasonable cost of disbursements (including travel and 
accommodation where necessary). Disbursement costs are indicative only and will be 
charged on an actual and reasonable basis. 

7 Assumptions relating to our audit fee 

You are responsible for the production of your financial statements and anything else that 
must be audited. Our proposed audit fees are based on the assumption that:  

• you will provide to us, in accordance with the agreed timetable, the complete 
information required by us to conduct the audit; 

• your staff will provide us with an appropriate level of assistance; 
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• your organisation’s annual report (including financial statements and statements 
of service performance) will be subject to appropriate levels of quality review by 
you before being submitted to us for audit; 

• your organisation’s financial statements will include all relevant disclosures; 

• we will review up to two sets of draft annual reports, one printer’s proof copy of 
the annual report, and one copy of the electronic version of the annual report (for 
publication on your website); 

• there are no significant changes to the structure and/or scale of operations of the 
entities covered by this proposal (other than as already advised to us); 

• there are no significant changes to mandatory accounting standards or the 
financial reporting framework that require additional work (other than as 
specified in tables 5.1 and 6.1); 

• there are no significant changes to mandatory auditing standards that require 
additional work other than items specifically identified in the tables above; and 

• there are no significant changes to the agreed audit arrangements that change 
the scope of, timing of, or disbursements related to, this audit. 

If the scope and/or amount of work changes significantly, including as a result of the effects 
of the COVID-19 pandemic, we will discuss the issues and potential recovery of costs with 
you and the OAG at the time. In order to minimise additional auditor time on the potential 
effects of COVID-19 on your financial statements and service performance information, the 
Council should ensure that it considers those potential effects as early as possible and 
discusses them with the appointed auditor to ensure “no surprises” to either party. 

7.1 Exclusions 

The proposed hours set out in section 5.1, and our fees do not include the potential impact 
of the following, which may affect your entity in 2020, 2021, and/or 2022, as we are unable 
to assess their impact at this time: 

• The future impact of changes to accounting standards, including: 

 PBE IPSASs 34 to 38; 

 IFRS 9 – should the Council early adopt; and 

 PBE FRS 48. 

• Changes to auditing standards including; NZ AS 1, ISA (NZ) 315 and ISA (NZ) 540. 

• The government’s three waters review, including its announcement of a Crown 
Entity to regulate drinking water. 
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• Any future impact on the Council’s reporting due to the re-introduction of the 
four well-beings into the Local Government Act in May 2019. 

• The Productivity Commission’s review of local government funding and financing. 

• The impacts of future growth within the Council’s area. 

• The impacts of any new initiatives or funding sources related to either the 
Provincial Growth Fund or the Housing Infrastructure Fund. 

8 What the OAG Audit Standards and Quality Support fees cover 

Parliament has indicated that it expects the cost of annual audits under the Public Audit Act 
(including an OAG Audit Standards and Quality Support fees) to be funded by public 
entities.  

The OAG Audit Standards and Quality Support fees partially fund a range of work that 
supports auditors and entities, including: 

• development and maintenance of auditing standards; 

• technical support for auditors on specific accounting and auditing issues; 

• ongoing auditor training on specific public sector issues; 

• preparation of sector briefs to ensure a consistent approach to annual audits; 

• development and maintenance of strategic audit plans;  and 

• carrying out quality assurance reviews of all auditors, and their audits and staff on 
a regular (generally, three-year) cycle.  

Appointed Auditors are required to return the OAG Audit Standards and Quality Support 
fees portion of the total audit fee, to the OAG. 

9 Certifications required by the Auditor-General 

We certify that: 

• the undertakings, methodology, and quality control procedures that we have 
declared to the OAG continue to apply; 

• our professional indemnity insurance policy covers this engagement; and 

• the audit will be conducted in accordance with the terms and conditions of 
engagement set out in the audit engagement agreement and schedules. 
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10 Conclusion 

As the Appointed Auditor, I am committed to providing you and the Auditor-General with 
the highest level of professional service. I intend to work with you, the OAG, and the 
Auditor-General in a partnership environment to resolve any issues that may arise. 

If you require any further information, please do not hesitate to contact me. 

Please counter-sign this letter (below) to confirm that you, and the governing body of your 
organisation, agree with its contents. This letter will then form the basis for a 
recommendation to the Auditor-General on the audit fee that should be set. The schedules 
of audit hours and fees will also be incorporated into my audit engagement agreement with 
the Auditor-General to carry out the audit of your organisation as the agent of the 
Auditor-General. 

 

Yours sincerely 

 

 

Chris Webby 
Appointed Auditor 
Audit New Zealand 
 

 

I accept the audit fees for the audit of the [number of] financial years as stated above. 

Full name:  Position:  

Authorised signature:  Date:  

Entity name:  
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Actions to take when agreement has been reached: 

1 Make a copy of this signed proposal and keep it for your file. 

2 Send the original to:  Chris Webby 
PO Box 149 
Palmerston North 4440 
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Audit plan 
I am pleased to present our audit plan for the audit of South Taranaki District Council for the year 
ending 30 June 2020. The purpose of this audit plan is to discuss: 

Audit risks and issues ............................................................................................................................... 2 

Group audit .............................................................................................................................................. 8 

Our audit process ..................................................................................................................................... 9 

Reporting protocols ............................................................................................................................... 13 

Audit logistics ......................................................................................................................................... 14 

Expectations ........................................................................................................................................... 16 

 

 

The contents of this plan should provide a good basis for discussion when we meet with you.  

We will be happy to elaborate further on the matters raised in this plan. 

Our work improves the performance of, and the public’s trust in, the public sector. Our role as your 
auditor is to give an independent opinion on the financial statements and performance information. 
We also recommend improvements to the internal controls relevant to the audit. 

If there are additional matters that you think we should include, or any matters requiring 
clarification, please discuss these with me. 

 

Yours sincerely 

 

 

Chris Webby 
Appointed Auditor 
Draft - 18 June 2020
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Audit risks and issues 

Focus areas 

Based on the planning work and discussions that we have completed to date, we set 
out in the table below the main audit risks and issues. These will be the main focus 
areas during the audit. 

Audit risk/issue Our audit response 

Impact of COVID-19 

On 11 March 2020 the World Health Organisation 
declared the outbreak of coronavirus (COVID-19) a 
pandemic. The New Zealand Government has taken 
steps to deal with the spread of COVID-19 which has 
included significant restrictions on the movement and 
interaction of people within New Zealand.  

This will have various potentially significant effects on 
individuals, communities, the economy, businesses, 
the wider public sector and each public sector entity.   

It is important that the District Council considers the 
impact of this event on various aspects of its 
operations and the information included in the annual 
report.  

We expect the District Council to complete an 
assessment of the impact of COVID-19 on its 
operations and any effect this has on the financial and 
performance information included in the annual 
report, including any additional disclosures which may 
need to be included. In addition, we expect there will 
be some significant variances between budgeted and 
actual figures/results which will require explanation.  

This assessment may also include the effect of COVID-
19 on matters such as revenue recognition, valuation 
of assets, and the provision for doubtful debts. 

We are publishing three Bulletins to provide high-level 
guidance on the implications of COVID-19 on public 
sector reporting, in particular, revaluations of 
property plant and equipment and investment 
property, financial statements and performance 
information, refer to 
https://auditnz.parliament.nz/good-practice/public-se
ctor-reporting 

We will also advise you when they are available. 

Our audit response to this risk includes: 

• Continue discussions with management 
about the impact of COVID-19 on the 
District Council and it’s control 
environment; 

• Consider the District Council’s impact 
assessment of COVID-19 on the financial 
statements and performance 
information and consider the effect this 
has on our audit approach; and 

• Consider the completeness and accuracy 
of disclosures contained within the 
annual report relating to COVID-19. 

Where new audit risks or issues relating to 
COVID-19 are identified we will advise you of 
these separately.  
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Audit risk/issue Our audit response 

The Financial Reporting Authority (FMA) have 
published a document outlining what they have seen 
in their recent reviews of financial reporting in FMA 
reporting entities, and setting out its expectations and 
areas that entities should consider when preparing 
financial statements, particularly in light of the 
COVID-19 situation. The document would be equally 
useful for the District Council when preparing its 
financial statements, refer to 
https://www.fma.govt.nz/assets/Guidance/2020-
Financial-reporting-reviews.pdf  

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. This also includes ensuring the valuation 
amount of the fund is appropriately recorded in the 
financials.  

We will consider the governance arrangements 
in place to manage the LTIF. 

We will also consider whether the accounting 
treatment of the LTIF is appropriate. 

Our audit work will include the following: 

• obtain third party confirmations over 
investments;  

• obtain assurance reports from 
custodians over significant investments; 

• confirm the controls have been effective 
over the valuation of investments from 
reviewing the assurance reports from 
the various investments; and 

• review the LTIF to ensure that it is 
appropriately valued and included in the 
financial statements. 

Revaluation of Property, Plant and Equipment 

The accounting standard PBE IPSAS 17 Property, Plant 
and Equipment requires that valuations are 
conducted with sufficient regularity to ensure that the 
carrying amount does not differ materially from fair 
value. 

Infrastructural assets 

Infrastructural assets were last revalued to fair value 
at 30 June 2017. Infrastructural assets are being 
revalued this year. The District Council uses the 
depreciated replacement cost methodology to 
determine fair value. The valuation is based on a 
number of significant assumptions, including the 
useful lives and costs of the assets. The high level of 

We will: 

• assess the valuation process, including 
the competence and experience of the 
person completing the valuations; 

• review how the District Council ensured 
completeness over the asset data; 

• test the integrity of the underlying data 
used for the valuations; 

• test the validity of the significant 
judgments and assumptions applied and 
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Audit risk/issue Our audit response 

estimation uncertainty resulting from the need to 
apply these assumptions in the valuation creates a 
risk that the value is materially misstated. 

Operational assets 

Land, buildings, and parks and recreation assets were 
last revalued to fair value at 30 June 2017. Land, 
buildings, and parks and recreation assets are being 
revalued this year. The fair value is based on either 
the market value approach or the depreciated 
replacement cost methodology. The valuation has a 
moderate level of estimation uncertainty, which 
combined with the value of land, buildings, and parks 
and recreation assets means that there is a risk that 
the value is materially misstated. 

Guidance  

As part of the implications of the COVID-19 
emergency, we have published on our Audit NZ 
website the first in a series of Bulletins intended to 
provide high-level guidance to audit committees and 
preparers of financial statements. 

This first Bulletin gives guidance on the implications of 
COVID-19 emergency for revaluations of property 
plant and equipment and investment property. 

https://auditnz.parliament.nz/good-practice/public-
sector-reporting/bulletin-one 

The Bulletin provides question and answer guidance 
to key issues in relation to valuations, such as: 

• Can fair values still be determined in the current 
environment? 

• What will be the challenges in assessing fair 
values for land and buildings? 

• What are the consequences of significant 
uncertainties, exclusions, caveats or qualifications 
in valuation reports? 

As part of the District Council’s valuations of assets, 
we recommend the District Council review and take 
into account the above guidance. 

whether they have been applied 
consistently; 

• evaluate how management has 
considered alternative assumptions or 
outcomes; 

• review the valuation reports to assess 
whether the requirements of PBE IPAS 
17 Property, Plant and Equipment 
(including the appropriateness of the 
valuation basis) have been met; 

• ensure changes to values and 
depreciation charges have been 
appropriately accounted for; 

• assess the presentation and disclosure of 
information related to the valuations in 
the financial statements; and 

• obtain confirmation from any 
independent peer review valuer. 
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Audit risk/issue Our audit response 

The risk of management override of internal controls 

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

Our audit response to this risk includes: 

• testing the appropriateness of selected 
journal entries; 

• reviewing accounting estimates for 
indications of bias; and 

• evaluating any unusual or one-off 
transactions, including those with 
related parties. 

PBE IPSAS 35-38 - new group accounting standards 

Public benefit entities are required to adopt a new 
suite of IPSAS based group accounting standards for 
periods beginning on or after 1 January 2019.  

The standards for adoption are as follows:  

• PBE IPSAS 35 – Consolidated Financial 
Statements; 

• PBE IPSAS 36 – Investments in Associates and 
Joint Ventures;  

• PBE IPSAS 37 – Joint Arrangements; and 

• PBE IPSAS 38 – Disclosure of interests in other 
entities.  

The key changes arising from these new standards 
are: 

• varied the definition of control that may result 
in additional entities which were previously 
accepted as not controlled now being assessed 
as controlled; 

• introduced the concept of an investment 
entity; 

• the Joint Arrangement standard has changed 
the classifications and subsequent treatment of 
joint arrangements; and 

• a new standard which is specific to disclosures 
on an entity’s interest in other entities. This has 
increased the amount of disclosures required in 
an entity's financial statements. 

Management should prepare an impact 
assessment which considers whether these 
new standards change how the District Council 
currently accounts for and discloses controlled 
entities, associates, joint ventures and joint 
arrangements. 

It is important that the District Council 
completes its impact assessment well in 
advance of the 30 June 2020. 

We are responsible for reviewing 
management’s work, and ensuring the 
adjustments are reasonable and complete. We 
encourage the District Council to share its 
impact assessment with us early in the audit 
process so we can agree the accounting 
treatment and adjustments in a timely manner. 
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Areas of interest for all local authorities 

Audit risk/issue Our audit response 

Ethics and integrity 

Ensuring that the public sector is effective and, 
above all, trusted, requires transparency, honesty, 
and accountability. For that reason, ethics and 
integrity is an area of interest for the Auditor-
General. 

We have observed examples where public entities 
have not had the right culture, leadership, or 
systems in place to ensure the high levels of 
integrity and ethical behaviour that Parliament 
and the public expect. There have also been a 
number of high-profile instances of fraud in the 
public sector. Unethical behaviour, dishonesty, 
and corruption erode New Zealanders' trust and 
confidence in our public sector, and can affect 
New Zealand's international reputation. We 
therefore consider that public sector ethics and 
integrity is a critical issue for us to focus on now 
and in future years. 

We plan to carry out work to obtain an 
understanding and determine whether: 

• the management and organisational culture 
creates an environment that promotes 
transparency and ethical behaviour;  

• management provides clear and consistent 
communication about expected behaviours; 
and  

• the District Council has controls and 
processes to mitigate risks. 

 
Please tell us about any additional matters we should consider, or any specific risks that we have not 
covered. Additional risks may also emerge during the audit. These risks will be factored into our audit 
response and our reporting to you. 

Fraud risk 

Misstatements in the financial statements and performance information can arise from either fraud 
or error. The distinguishing factor between fraud and error is whether the underlying action is 
intentional or unintentional. In considering fraud risk, two types of intentional misstatements are 
relevant – misstatements resulting from fraudulent reporting, and misstatements resulting from 
misappropriation of assets. 

The primary responsibility for the prevention and detection of fraud and error rests with the Council, 
with assistance from management. In this regard, we will discuss the following questions with you: 

• What role does Council play in relation to fraud? How do you monitor management’s 
exercise of its responsibilities? 

• Has a robust fraud risk assessment been completed? If so, is the Council satisfied that it had 
appropriate input into this process? 

• How does management provide assurance that appropriate internal controls to address 
fraud risks are in place and operating? 
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• What protocols/procedures have been established between the Council and management 
to keep you informed of instances of fraud, either actual, suspected, or alleged?  

• Are you aware of any actual, suspected, or alleged fraud? If so, have the results of 
management’s investigation been reported to Council? Has appropriate action been taken 
on any lessons learned? 

Our responsibility 

Our responsibility is to obtain reasonable, but not absolute, assurance that the financial statements 
and performance information are free from material misstatement resulting from fraud. Our 
approach to obtaining this assurance is to: 

• identify fraud risk factors and evaluate areas of potential risk of material misstatement; 

• evaluate the effectiveness of internal controls in mitigating the risks; 

• perform substantive audit procedures; and 

• remain alert for indications of potential fraud in evaluating audit evidence. 

 

 

The Auditor-General has published useful information on fraud that can be found at 
oag.parliament.nz/reports/fraud-reports. 
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Group audit 
The group comprises: 

• South Taranaki District Council 

• Novus Contracting Limited 

Our auditor’s report covers the group as a whole. Our audit approach is developed to ensure we 
have sufficient information to give an opinion on the group. In designing our group audit approach, 
we considered the structure of the group and identified the entities which are included in the group 
financial statements.  

As Novus Contracting Limited is a dormant company we will limit our work to ensuring that the 
company remained dormant throughout the year. 
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Our audit process 

 

Initial planning activities include verifying compliance with independence 
requirements and building the audit team. 

 

We use our extensive sector and business knowledge to make sure we have a 
broad and deep understanding of the District Council, your business, and the 
environment you operate in. 

 

We use our knowledge of the business, the sector and the environment to 
identify and assess the risks that could lead to a material misstatement in the 
financial statements and performance information. 

 

We update our understanding of internal controls relevant to the audit. This 
includes reviewing the control environment, risk assessment process, and 
relevant aspects of information systems controls. Most of this work is done 
during the initial audit visits. We evaluate internal controls relevant to the 
audit for the whole financial year, so we consider internal controls relevant to 
the audit at all visits. 

 

We use the results of the internal control evaluation to determine how much 
we can rely on the information produced from your systems during our final 
audit. 

 

During the final audit we audit the balances, disclosures, and other 
information included in the District Council’s financial statements and 
performance information. 

 

We will issue our audit report on the financial statements and performance 
information. We will also report to the Council covering any relevant matters 
that come to our attention. 
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Enhancing year-end processes 

The year-end financial statement close process and the preparation of the annual report requires a 
large number of resources to be committed to complete it effectively. This diverts the attention of 
your staff away from the current financial year and focuses them on past events. We want the audit 
process to run smoothly and we will work with management to achieve this through bringing forward 
the timing of audit procedures.  

Bringing forward audit procedures 

Substantive audit procedures are traditionally performed after the year-end. Where possible, we will 
aim to bring audit procedures earlier in the year. This will be focused on the valuation of the LTIF. 
Completion of this audit work earlier in the year should allow for more timely identification and 
resolution of errors.  

This testing will be completed during a pre-final audit. If we can complete this work earlier in the 
year, we expect this to reduce the final audit onsite work by 40 hours, as these hours will have been 
performed earlier in the year. This requires us to have the right information available during this visit 
to enable us to complete this work.   

We will work with management to facilitate getting the information required at the right time. We 
will communicate with management if information is not available as agreed, including any impact 
on the year-end audit. 

Materiality 

In performing our audit, we apply the concept of materiality. In the public sector, materiality refers 
to something that if omitted, misstated, or obscured could reasonably be expected to: 

• influence readers’ overall understanding of the financial statements and performance 
information; and 

• influence readers in making decisions about the stewardship and allocation of resources, or 
assessing your performance. 

This definition of materiality is broader than the one used in the private sector. 

Accounting standards also require the Council and management to consider materiality in preparing 
the financial statements. IFRS Practice Statement 2, Making Materiality Judgements, provides 
guidance on how to make materiality judgements from a financial statements preparer’s perspective. 
Although this guidance is primarily aimed at for-profit entities, the same principles can be applied by 
public benefit entities. 

Whether information is material is a matter of judgement. We consider the nature and size of each 
item judged in the surrounding circumstances. The nature or size of the item, or a combination of 
both, could be the determining factor. Materiality will be lower for some items due to their 
sensitivity. 
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Misstatements 

Misstatements are differences in, or omissions of, amounts and disclosures that may affect a 
reader’s overall understanding of your financial statements and performance information. During the 
audit, we will provide details of any such misstatements we identify to an appropriate level of 
management. 

We will ask for each misstatement to be corrected, other than those that are clearly trivial. Where 
management does not wish to correct a misstatement we will seek written representations from 
representatives of the Council that specify the reasons why the corrections will not be made. 

Professional judgement and professional scepticism 

Many of the issues that arise in an audit, particularly those involving valuations or assumptions about 
the future, involve estimates. Estimates are inevitably based on imperfect knowledge or dependent 
on future events. Many financial statement items involve subjective decisions or a degree of 
uncertainty. There is an inherent level of uncertainty which cannot be eliminated. These are areas 
where we must use our experience and skill to reach an opinion on the financial statements and 
performance information. 

The term “opinion” reflects the fact that professional judgement is involved. Our audit report is not a 
guarantee but rather reflects our professional judgement based on work performed in accordance 
with established standards. 

Auditing standards require us to maintain professional scepticism throughout the audit. Professional 
scepticism is an attitude that includes a questioning mind and a critical assessment of audit evidence. 
Professional scepticism is fundamentally a mind-set. A sceptical mind-set drives us to adopt a 
questioning approach when considering information and in forming conclusions. 

Exercising professional scepticism means that we will not accept everything we are told at face value. 
We will ask you and management to provide evidence to support what you tell us. We will also 
challenge your judgements and assumptions and weigh them against alternative possibilities. 

How we consider compliance with laws and regulations 

As part of the Auditor-General’s mandate, we consider compliance with laws and regulations that 
directly affect your financial statements or general accountability. Our audit does not cover all of 
your requirements to comply with laws and regulations. 

Our approach involves first assessing the systems and procedures that you have in place to monitor 
and manage compliance with laws and regulations relevant to the audit. We may also complete our 
own checklists. In addition, we will ask you about any non-compliance with laws and regulations that 
you are aware of. We will evaluate the effect of any such non-compliance on our audit. 
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Wider public sector considerations 

A public sector audit also examines whether: 

• the District Council carries out its activities effectively and efficiently; 

• waste is occurring or likely to occur as a result of any act or failure to act by the District 
Council; 

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

• there is any sign or appearance of a lack of financial prudence as a result of any act or 
omission by the District Council or by one or more of its members, office holders, or 
employees. 
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Reporting protocols 

Communication with management and the Council 

We will meet with management and the Council throughout the audit. We will 
maintain ongoing, proactive discussion of issues as and when they arise to ensure 
there are “no surprises”. 

 

Reports to Council 
We will provide a draft of all reports to Council and management for 
discussion/clearance purposes. In the interests of timely reporting, we ask 
management to provide their comments on the draft within 10 working days. Once 
management comments are received the report will be finalised and provided to 
Council. 

We will also follow up on your progress in responding to our previous recommendations. 
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Audit logistics 

Our team 

Our engagement team is selected to ensure that we have the right subject matter 
expertise and sector knowledge. Each member of the audit team has received 
tailored training to develop their expertise 

Our senior audit team members are: 

Chris Webby Appointed Auditor 

Karen Young Engagement Quality Review Director 

Alistair Love Audit Manager 

The Engagement Quality Review (EQR) Director forms an important part of our internal quality 
assurance process to maintain and enhance the quality of your audit. The EQR Director is an 
experienced Audit Director who has sufficient and appropriate experience to objectively evaluate the 
judgements made by the audit team. They are independent from the day to day audit field work, and 
so can provide an independent challenge to the audit team on their judgements. The EQR will work 
with your Appointed Auditor and the audit team, but will not have direct contact with you. 
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Timetable 

Our proposed timetable is: 

 

Interim audit begins 28 April 2020 

Draft report to Council issued 19 June 2020 

Pre-final audit begins 20 July 2020 

Draft financial statements available for audit (including notes to the 
financial statements) with actual year-end figures 

26 August 2020 

Final audit begins 31 August 2020 

Final financial statements available, incorporating all the amendments 
agreed to between us 

TBC 

Verbal audit clearance given TBC 

Annual report available, including any Chair and Chief Executive’s 
overview or reports 

TBC 

Audit opinion issued TBC 

Draft report to Council issued TBC 

We have left most dates to be confirmed while we evaluate the impact of the COVID-19 pandemic on 
the audit timetable. This evaluation will be informed by management’s assessment of the impact on 
the reporting timetable. We will advise you as soon as we can confirm our timetable. 
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Expectations 
For the audit process to go smoothly for both you and us, there are expectations that 
each of us need to meet.  

Our respective responsibilities are set out in our audit engagement letter.  

We expect that: 

• you will provide us with access to all relevant records and provide information in a timely 
manner; 

• staff will provide an appropriate level of assistance; 

• the draft financial statements, including all relevant disclosures, will be available in 
accordance with the agreed timetable; 

• management will make available a detailed workpaper file supporting the information in 
the financial statements; and 

• the annual report, financial statements and performance information will be subjected to 
appropriate levels of quality review before being provided to us.  

To help you prepare for the audit, we will liaise with management and provide them with a detailed 
list of the information we will need for the audit. We have also published information to help explain 
the audit process: 
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Health and safety 

The Auditor-General and Audit New Zealand take seriously their responsibility to 
provide a safe working environment for audit staff.  

Under the Health and Safety at Work Act 2015, we need to make arrangements with 
management to keep our audit staff safe while they are working at your premises. 

We expect you to provide a work environment for our audit staff that minimises or, where possible, 
eliminates risks to their health and safety. This includes providing adequate lighting and ventilation, 
suitable desks and chairs, and safety equipment where required. We also expect management to 
provide them with all information or training necessary to protect them from any risks they may be 
exposed to at your premises. This includes advising them of emergency evacuation procedures and 
how to report any health and safety issues. 
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www.auditnz.parliament.nz 
PO Box 149 

Palmerston North 4440 
Phone: 04 496 3099 
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Information Report
To Audit and Risk Committee 

From Finance Manager, Vipul Mehta

Date 1 July 2020

Subject Audit and Risk Committee – Work Plan 

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

Executive Summary

1. The Audit and Risk Committee’s work plan for 2019/2020 is attached for the Committee 
to review.

Recommendation

THAT the Audit and Risk Committee receives the work plan for the period 2019-2020.
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ARC COMMITTEE WORKPLAN 
 

FOCUS AREAS 2019-2020 2019-2020 
 18 November 12 February 8 April 20 May 1 July 19 August 12 October 23 November 
         
LTIF • Mercers • Mercers  • Mercers  • Mercers  • Mercers 

         

Quarterly 
Reporting 

• Quarterly Report • Quarterly Report  • Quarterly Report  • Quarterly 
Report/Interim, 
Annual Report 
2019/20 

  

         

Internal Audit • Internal Audit Plan 
amendments 

• Internal Audit Report 

 • Internal Audit Report • Internal Audit Report  • Internal Audit Report • Internal Audit Report  

         

Insurance    • Insurance Renewal 
Update 2020/21 

  • Insurance Framework 
– basic guidelines and 
Policy 

 

         

Annual Report 
2019-20 

• Final Management 
Report 2018/19 

 • Interim Audit 
Management Report 
2019/20 

• 2019/20 Annual 
Report Audit 
Managements 

• Audit Arrangements 
Letter 

   

         

Long Term Plan 
2021-2031 

• Update on progress to 
date 

• Update on progress to 
date 

• 10 February LTP 
Workshop 

• 4 March LTP 
Workshop 

• 23 March LTP 
Workshop 

•  • 4 May LTP 
Workshop 

 
As additional workshops 
and content are 
confirmed further 
updates will be provided 

• Liability 
Management Policy  

• Investment Policy  
• Financial Strategy 

• Infrastructure 
Strategy 

 

         

Risk 
Management 

• Risk Management 
Report 

• Strategic Risks 

• Risk Management 
Report 

• Strategic Risks 

 • Risk Management 
Report 

• Strategic Risks 

• Impacts of COVID-19 
• Risk Management 

Quarterly Status 
Report 

• Strategic Risks 
• Business Top Risks 

• Risk Management 
Report 

 

• Risk Management 
Report 

• Strategic Risks 

         

Regular Update 
Reports 

• Committee Workplan 
• Health and Safety 

• Committee Workplan • Committee Workplan 
• Health and Safety 

• Committee Workplan 
• Health and Safety 

• Committee Workplan 
• Debtors Report 
• Health and Safety 

• Committee Workplan • Committee Workplan 
• Health and Safety 

• Committee Workplan 
• Debtors Report 

         

Additional 
Committee 
Sessions 

To be confirmed To be confirmed To be confirmed To be confirmed To be confirmed To be confirmed To be confirmed To be confirmed 
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Information Report 
  

To Audit and Risk Committee 
From Marianne Archibald, Group Manager Corporate Services 
Date 1 July 2020 
Subject Effect of COVID-19 on the Council 

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

 
1. The global COVID-19 Pandemic first struck New Zealand at the end of February 2020. 

The Government led a national response to the pandemic, declaring a national civil 
defence emergency. The National Emergency Management Agency (NEMA) led overall 
management of the response, via regional Civil Defence Emergency Management 
(CDEM). 

 
2. The Council was required to close its doors to the public and operate largely offsite, due 

to the COVID-19 lockdown. There were several risks and issues faced by the Council as 
a result of the lockdown and Council staff are continuing to identify and assess risks, 
issues and opportunities. The Council continued to provide essential services, such as 
water supply. Most other Council services also continued to operate, with staff working 
from home, where possible. The Pandemic Response Team (PRT) managed the event 
at the Council and provided support for the regional civil defence response. 

 
3. The Council suffered a financial loss due to COVID-19, particularly in relation to the 

Long-Term Investment Fund (LTIF). Overall, the loss, while considerable, does not 
significantly impact on the LTIF, due to the high performance of the LTIF over the past 
ten years and the healthy fluctuation reserve built up over that period. The economy has 
suffered a significant downturn, with Gross Domestic Product (GDP) at its lowest point 
in nearly thirty years. Central government financial assistance is easing the situation; 
however, this assistance is short term. 

 
 

Recommendation 
 
THAT the Audit and Risk Committee receives the Effects of COVID-19 on the Council Report. 

 
 
Background 
 
4. The COVID-19 pandemic in New Zealand is part of the ongoing worldwide pandemic of 

the coronavirus disease 2019, caused by severe acute respiratory syndrome coronavirus 
2. The first case of the disease in New Zealand was reported on 28 February 2020. At 
19 June 2020, the country has had a total of 1,507 cases (1,157 confirmed and 350 
probable) and 22 people have died from the virus. Cases were recorded in all district 
health board areas, including 16 cases in Taranaki.  
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5. The pandemic peaked in New Zealand in early April, with 89 new cases recorded per 
day and 929 active cases. At 22 June 2020, the country has nine active cases, all related 
to international travel; the country had no new cases reported between 22 May and 16 
June 2020, and no active cases between 8 and 16 June 2020. All borders and entry 
ports of New Zealand were closed to all non-residents on 19 March 2020, with returning 
citizens and residents being required to self-isolate. Since 10 April, all New Zealanders 
returning from overseas must go into two weeks of supervised quarantine.  

 
6. A four-level alert level system was introduced on 21 March to manage the outbreak within 

New Zealand. The alert level was initially set at level 2 and was raised to level 3 on the 
afternoon of 23 March. Beginning on 25 March, the alert level was moved to level 4, 
putting the country into a nationwide lockdown. The alert level was moved back down to 
level 3 on 27 April, partially lifting some lockdown restrictions, and down to level 2 on 13 
May, lifting the rest of the lockdown restrictions while maintaining physical distancing and 
gathering size limits. The country moved down to level 1 on 8 June, removing all 
remaining restrictions, except border controls.  

 
7. The Council began reviewing its PRT in early March. The Senior Leadership Team (SLT) 

began to meet to specifically discuss issues and risks associated with the pandemic in 
the middle of March and the Council’s PRT was established to manage the crisis. The 
PRT identified essential Council services and began putting a plan in place to keep staff 
and customers dealing directly with the Council, safe. When the Government announced 
the alert level systems and the impending lockdown the PRT was already well prepared. 
The timeframe of 48 hours to lockdown was still tight but all Council staff, including the 
PRT, and except for the Contact Centre staff who remained working from the Council 
building throughout all alert levels, had vacated the building at the end of the 48-hour 
notice period. 

 
8. During all levels of the alert system the Council carried out essential services, including 

water supply, wastewater, stormwater, roading, solid waste, environmental health, 
contact centre, public toilets, cemeteries and the PRT. The response to the pandemic 
was nationally led, rather than local, meaning the Government declared a civil defence 
emergency and that emergency was managed at a regional level.  

 
9. The PRT managed the Council’s input to the regional civil defence team, including the 

provision of staff and resources to assist the CDEM response to Covid-19. The PRT also 
managed the effective running of the Council during the various alert levels. As the 
country entered alert level one, the PRT handed over to the Pandemic Recovery Group 
(PRG). 

 
10. Economically, New Zealand is suffering a downturn, with GDP reducing by 1.6% in the 

March quarter. Infometrics forecasters expect June to be significantly worse. New 
Zealand suffered 50,000 job losses over a period of between two to three months. During 
the Global Financial Crisis (GFC) New Zealand took over three years to recover form 
60,000 job losses. Government income and wage assistance will reduce soon, and this 
will particularly impact on those businesses that are not likely to get back up to pre-Covid-
19 trading while borders remain closed. Global growth expectations are being revised 
down rapidly. In New Zealand dairy is slowing but meat and forestry are picking up. The 
Council’s recovery team is looking at ways to stimulate the local economy and the 
message to ‘buy local’ is currently being heeded around the country.  
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11. The Council has applied to the Government with six ‘shovel ready’ projects and expects 
to hear results regarding these projects soon. The Council has adopted a 0% rate 
increase to soften demands on ratepayers and is absorbing the cost of the 0% increase 
over time and through the LTIF. The Council is also working to bring capital works 
projects forward and encourage local contractors to tender for these, in a bid to support 
the local economy. The Pandemic Recovery Group (PRG) is working on a list of projects 
to help stimulate economic growth in the District. 

 
 

Discussion/Evaluation 
 

12. The PRT categorised the Council’s most essential services, within the context of the 
pandemic, and decided to split the water treatment team into two separate teams. This 
meant that if a staff member in one team became ill, the other team would remain 
unaffected. Protocols were put in place for staff who continued to work in the office, such 
as the contact centre, who were unable to work from home, due to the contact centre 
telephony technology only working on site. Safety protocols for the contact centre 
included ensuring physical distancing, regular cleaning of hard surfaces and lots of hand 
washing. Any extra staff needing to enter the Council offices followed a strict protocol, 
including gaining permission from their Group Manager.  

 
13. Prior to the announcement of the alert level system, PRT began working with Information 

Services (IS) to ensure staff had the equipment they needed to be able to work from 
home. IS ordered new devices (laptops and Surface Pros) to ensure there were enough 
devices for those who were able to work from home. IS completed a Windows 10 update 
at the Council at the end of 2019 and this system included rolling out more mobile devices 
with VPN systems already set up, so the Council was very well prepared for most staff 
to work from home.  

 
14. The Windows update included Microsoft Teams and the Governance Team used this for 

official Council and Committee meetings. Only two meetings were cancelled during the 
lockdown – one for the Audit and Risk Committee on 8 April and one for the Environment 
and Hearings Committee on 29 April, both due to a lack of items to go to the meeting. 
ARC did have a workshop on 1 April with Mercer to discuss the LTIF performance and 
market conditions. 

 
15. The Council used Microsoft Teams for most meetings, in line with recommendations from 

the Government Communications Security Bureau and National Cyber Security Centre. 
The exceptions were for the Iwi Liaison meeting, where committee members are 
appointed and are not issued with Council devices or software, and the library who 
needed a tool that allowed them to present (read stories) to multiple users. In these 
cases, the SLT agreed the Council could use Zoom.  

 
16. Once the Government set the alert level to two, the Council set up meetings at the TSB 

Hub, to allow for physical distancing.  
 
17. During the lockdown the Council’s usual processes of manual checking and signing was 

not able to be followed for payments to staff and suppliers. Instead the Finance Team 
developed processes using emails and kept records of approvals processed online or 
via emails. Audit NZ will look at the Council’s processes as part of their final Annual 
Report audit.  

 
18. The Council briefly reviewed its Business Continuity Plans (BCPs) at the start of the 

pandemic. A general BCP review was already highlighted as an action in the Council’s 
internal audit report and is now underway. 
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19. The PRG is attending regional meetings and developing a plan for recovery for the 
District. Unlike the PRT, where the response was acute, the PRG is looking at longer 
term recovery across the District.  

 
20. The Council’s Risk and Internal Audit Manager asked the Council’s unit managers to 

report the risks and issues that arose for their teams during the lockdown. Further 
analysis of these risks and issues will be conducted by the Risk and Internal Audit 
Manager, including assessing the risk rating and ensuring mitigation. 

 
21. Common risks/issues that were identified include: 

 
i. No proper setup for working from home, as some equipment and software was not 

readily available for staff to use, which included a satisfactory home internet 
connection for some staff and the cost incurred by moving home to work. 

ii. Health, safety and wellbeing - the Council and the staff faced different and new 
health and safety situations as a result of the lockdown for example: 
• The Council obligation towards staff Health and Safety in an uncontrolled 

environment;  
• Pressure from feeling isolated and lonely; 
• Staff not feeling safe to return to office under level two; 
• Feeling pressure to work full time while living with other family members and 

having to balance work and life; 
• Risk of spreading the virus, if infected, to family and co-workers; and 
• Dealing with customers who are suffering from the lockdown either mentally or 

financially. 
iii. Health and safety issue from potential virus spread, due to Council activities or 

facilities that cannot be monitored or tracked (like public toilets). 
iv. Achieving level of service delivery when there are communication problems, lack 

of resources, or a restriction on some services (eg maintenance vs repair).  
v. Some staff cannot work from home because the nature of their role, for example 

pool lifeguards. 
vi. Loss of assets, either unintentional (breakage) or intentional (fraud). 
vii. Information management in an uncontrolled environment or over unsecured 

networks and Council’s response to cyber security risks and issues. 
viii. Some processes are not designed for online working environment. 
ix. Opportunity: in some teams it was simple step to switch to working from home.  

 
 
Financial Impact 
 
22. The Council suffered two main areas of lost income: User Fees and Charges, where the 

loss is projected to be around $310,000; and the LTIF. In terms of fees and charges, the 
Council was in a better position than many other councils as its fees and charges make 
up a small percentage of overall revenue. At the end of May 2020, the LTIF returned 
$2.92 million against a year to date budget of $7.70 million. This resulted in a difference 
of $4.78 million. Staff expect the June results for the LTIF to be flat or show a small 
positive return, due to ongoing concerns related to COVID-19. The impact of loss of 
income for the LTIF overall is not considered significant when compared with overall total 
revenue. The LTIF is a perpetual fund and according to the risk profile, the Council 
expected the objective of the LTIF to be achieved with a 67% probability over a ten year 
period. The probability of the LTIF generating a negative return in any one year is 18%, 
which equates to an annual loss on average every 5.6 years. Despite this, the LTIF has 
performed very well over the last ten years and has a healthy inflation fluctuation reserve.  
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While the reduced income from the Fund is around $4 million - $5 million, the impact of 
reduced income is not deemed significant when considered within the long term context 
of the LTIF. 

  
23. The Council provided rent relief to a small number of commercial tenants, worth about 

$15,000 - $20,000. There are two tenants who are significantly affected by the lockdown 
who continue to receive rent relief.  

 
24. The PRT set up specific accounting codes to track expenditure related to the pandemic 

response. This included $34,422.35 on capital costs for computer equipment, to ensure 
Council staff could continue to operate from home. The Council also spent $24,757.72 
on operational costs. This included things such as placing signs at playgrounds, hand 
sanitiser, turning off drinking fountains, Personal Protective Equipment and traffic 
management. 

 
25. The regional civil defence response was coordinated from New Plymouth, with all four 

councils in Taranaki providing staff to cover the event. Central government will pay some 
costs associated with the response; however, the Council will also be required to pay for 
a portion of the regional response. Council’s portion of the CDEM costs is $25,068.57. 

 
26. During lockdown stages 4, 3 and 2 the Council was required to close some of its public 

facilities (LibraryPlus, Pools and TSB Hub etc). This meant those staff were unable to 
work during lockdown. Staff who were willing but unable to work were subject to “special 
paid leave”. The cost of paying staff as “special paid leave” amounted to around 
$195,000. This translates to a loss of 8,244 staff hours, which is approximately 1.5% of 
all hours worked during levels 4, 3 and 2.  

 
27. Outstanding debtors for rates are tracking at approximately $500,000 more than this time 

last year. This is likely due to deferred payment arrangements as a result of COVID-19.  
 
28. Due to prudent financial management over the years, the Council is well prepared to 

cushion the impact of COVID-19 on the community. 
 

 
Conclusion 

 
29. The COVID-19 pandemic and resulting lockdown was unexpected; however, the Council 

was generally prepared for a civil defence event and had robust processes in place. This 
meant that the Council was able to successfully send staff home to work in a very short 
period and continue to operate essential services, as well as many other services. 
Democratic decision making continued largely unhindered, through online meetings. The 
Council continued to pay all staff and there were no job losses as a result of the 
lockdown. 

 
30. The Council was already undertaking a review of its Business Continuity Plans and this 

will carry on.  
 
31. The Council remains in a positive financial position. 

 
 
 
 
   [Seen by] 
Marianne Archibald   Waid Crockett   
Group manager Corporate Services Chief Executive 
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Information Report 
   

To Audit and Risk Committee 
From Health and Safety Team 
Date 1 July 2020 
Subject Health and Safety Report (1 April – 30 June 2020) 

(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 April – 30 June 2020) 
Report. 

 
 

Background 
 
2. The safety performance of the organisation can be measured by looking at 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 Person Conducting A Business Or Undertaking (PCBU) has the primary 

duty of care to eliminate risk to health and safety so far as is reasonable practicable. and 
if it is not reasonably practicable, to minimise those risks so far as is reasonably 
practicable.  

 
 

 
 
  
Simon Walkinshaw    
People and Capabilities Manager  
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HEALTH AND SAFETY UPDATE REPORT  
1 APRIL – 30 JUNE 2020 

LEADERSHIP AND VISIBILITY 

- The preliminary report of the SafePlus Audit has assessed the Council’s health and safety system as ‘developing’.  Although performing in areas of visible 
leadership, resourcing, communication and risk identification and control, the report identifies opportunities for improvement. 

- The recruitment of a replacement Health & Safety Advisor is progressing and we are well placed to appoint from a strong candidate pool. 

 

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 presented to the Audit and Risk Committee at the completion of each financial quarter. 
 

PEOPLE AND EVENTS 

EMPLOYEE EVENTS RECORDED (FYTD) 

75 

All Events by Person Type 

All Events April - June FYTD Last FY 

Notifiable Event 1 2 0 

Workers 13 75 75 

Contractors 0 5 13 

Third Party 0 6 24 

Total 13 86 112 

 

Incident/Near Miss Statistics 

Incident/Near Miss April - June FYTD Last FY 

Notifiable Incident 1 2 0 

Incident 5 42 51 

Near Miss 1 8 21 

Total 6 50 72 

 

Injury/ Illness Statistics 

Injury/Illness April - June FYTD Last FY 
Fatalities 0 0 0 

Lost time injuries 0 2 4 

Restricted work 0 0 0 

Medical treatment 0 9 2 

First aid 0 5 11 

No treatment 7 22 23 

Total 7 38 40 

 

LOST TIME INJURY DAYS (FYTD)  

76 
OUTSTANDING INCIDENT CORRECTIVE ACTIONS (FYTD)  

1 
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Incident ID & Description 
Department/ 

Position 
Event Date 

LTI Start 
Date 

Days 
Off 

Work 

Treatment 
Required 

Date of 
Return to 

Work 
Current Status 

2187 – Employee jumped from ute 
tray to ground and in doing so 
twisted his knee resulting in 
tendon/ligament damage 

Horticulture 
Services 

02/05/2019 05/08/2019 75 Surgery 18/11/2019 Regular Duties 

2160 – When starting the lawn 
mower, pulled the rope to turn it on 
twice. On second go his shoulder 
gave out but he continued with his 
job, thinking it would be fine. The 
next day while putting some overalls 
on to paint his shoulder gave out 
again. 

Aquatic Centre 15/05/2019 15/05/2019 TBC Surgery 04/03/2020 Full duties 
resumed 

04/03/2020 

 

LOST TIME INJURIES (FYTD) AND RETURN TO WORK PLANS 

IMPORTANT WORKER EVENT DETAILS - FEBRUARY 
 

 

 

 

 

 

 

 

 

 

 

 

  

  

• One notifiable incident to WorkSafe in this quarter involving an electric shock to staff member from an electrical switching cabinet.  No action from WorkSafe. 

• Of the seven injuries for the quarter, one required medical treatment.  There were no lost time days. 

• The nature of injuries were strains. 

• Staff abuse and threats contribute to the incident numbers.  Where appropriate Police involvement will be sought. 

• Public actions not involving employees, occurring in the workplace are captured as events. 

 

WORKER EVENT TRENDS – 1 APRIL – 30  JUNE 2020 
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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. 01/06/2020 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 

        

OUTSTANDING CORRECTIVE ACTIONS (FYTD) – IN DETAIL 

WORKER PARTICIPATION 

EMPLOYEES H&S INDUCTED 
 

• 6 

№ WORKERS COMPLETED H&S TRAINING 
 

0 H&S MEETINGS 
 

• Pandemic Planning 
• Lone Worker Policy 
• Unreasonable Complainant Data Recording 

№ H&S COMMITTEE MEETING ATTENDEES 
 

9 

WORKPLACE INSPECTIONS (FYTD) 

21 

WORKPLACE INSPECTIONS 

OUTSTANDING ACTIONS 

0 
 

RECORDED RISK 

RISKS RECORDED (FYTD) 

6 
SIGNIFICANT RISKS RECORDED (TOTAL) 

51 
OUTSTANDING RISK ACTIONS (FYTD) 

1 
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CONTRACTOR EVENTS 

5 
 

№ PRE-QUALIFIED CONTRACTORS (TOTAL) 
 

157 

EXPIRED CONTRACTOR PRE-QUALIFICATIONS LAST MONTH 
 

15 

CONTRACTORS H&S QUALIFIED LAST MONTH 
 

10 

STDC Contractor Event Statistics  

Incident/Near miss April - June FYTD Last FY 

Notifiable 0 1 0 

Injury 0 5 13 

Incident 0 4 10 

Near miss 0 1 1 

Total 0 5 24 

 

CONTRACTOR 

UNDERWAY OR UNDER REVIEW 
Lone Worker Policy 

 

TO BE CREATED OR COMING UP FOR REVIEW 
Aquatic Centre’s Emergency Action Plan 

TO BE CREATED OR COMING UP FOR REVIEW 
Health and Safety Committee Guidelines 

Drug and Alcohol Policy 
Fatigue Management Policy 

UNDERWAY OR UNDER REVIEW 
Lone Worker Procedure 

Unreasonable Complainants Conduct Recording Procedure 
 

POLICIES AND GUIDELINES PROCESSES 

POLICY AND PROCESS 
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The intention of this part of the report is to provide up-to-date information to the Senior Leadership Team and the Health and Safety 
Committee, regarding the status and progress of current and topical health and safety initiatives being undertaken at the Council. 

 
Threat Matrix 

 
Extreme  

High  

Moderate  

Low  

Insignificant  

Status Matrix 
 

Not yet due/on target  

Behind schedule  

Behind/well overdue  

Complete  
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№ 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.  

 
 
 
 
 
 
 
Governance roles & responsibilities.  H&S/HR P&C Manager March 

2020 Underway 

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 Corporate 
Property Manager Dec 2019 Completed 

4 9 

PERMIT TO WORK 
 
Review and improve current permit to work system. 
 

 
Committee to develop procedure to accompany 
i-auditor permit templates for high risk work as 
defined by WorkSafe. Permits for contracted 
work are to be completed and managed by the 
contractor using their own systems, and audited 
by STDC project manager 

Permit to work 
subcommittee 

P&C Manager 
H&S Advisor Jan 2020 Underway 

H&S TEAM ACTIONS 5
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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 requirements reviewed and mapped 
with data to be transferred to roles within vault. 
  

P&C Manager  H&S Advisor March 
2020 Complete 

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. 

All H&S Advisor Ongoing   

8 4 

HAZARDOUS SUBSTANCES REGULATION 
COMPLIANCE 
 
Assist sites to list all hazardous substances on 
chemical inventory and ensure current SDS are held. 

 
All required inventories have been completed 
Further work on use and updating of inventories 
required to be completed with staff.  

P&C Manager  H&S Advisor Feb 2020 Underway 

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. 
 

 
 
SafePlus Assessment to be undertaken April 
2020 

P&C Manager P&C Manager 
H&S Advisor 

22nd-23rd 
April 2020 Underway 
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10 3 

POLICY/GUIDELINE REVIEWS 
 
Review and update policy documents as required by 
law change or impending review requirement. 
 
  

 
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 

 

 
 

P&C Manager 
 

 
H&S Advisor 

H&S Committee 
P&C Manager  

 
 
 
 
Sep 2020 

 Jun 2020 
 
Jun 2020 
Jun 2020 
Nov 2021 
Aug 2020 
Aug 2020 

 
Aug 2020 
Aug 2019 
Aug 2019 
Aug 2020 
Aug 2020 

 

Underway 

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. 

P&C Manager  
H&S Advisor 

H&S Committee  
June 2020  

12 2 
VISITOR INDUCTION 
 
Visitors know responsibilities in an emergency. 

Current system is adequate – Review biennially 
 
 

P&C Manager 
 

H&S Advisor 
H&S Committee 
 

Dec 2020  
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№ 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. 

Present proposed procedure and lone worker 
devices to SLT 

HSC 
H H&S 
Committee 
H&S Advisor 

Mar 2020 Underway 

2  

  

    

3  

  

    

 

H&S COMMITTEE ACTIONS 
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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 
commissioned on a project management 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.
At the ARC Meeting held on 12 February 2020, it was noted 
that SLT would have a discussion on the historical outstanding 
matters to move things forward.

27/03/2019

12/02/2020

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 Infromation will be provided after the end of the financial year. 19/08/2020

Audit and Risk Committee
18/11/2019
12/02/2020

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.
At the ARC Meeting on 12 February, it was raised whether a 
discussion was required on the Internal Audit Report to have it 
held in public excluded or not for future meetings.

Corporate Services Risk and Internal 
Audit

A report will be presented at the Audit and Risk Committee's 
meeting scheduled for 19 August 2020. 19/08/2020

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 A report was presented to the Audit and Risk Committee's May 
meeting. 20/05/2020

Audit and Risk Committee
12/02/2020

Civil Defence Staff
Mr Armstrong had raised a concern at the previous meeting in 
relation to civil defence and staff turnover and sought whether 
there was any update.

Senior Leadership 
Team

Senior Leadership 
Team

An update will be provided at the next ARC Meeting, as this 
situation rapidly evolved due to the COVID-19 response 20/05/2020

Audit and Risk Committee Matters Arising
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Audit and Risk Committee
12/02/2020

Health and Safety Report
When developing the ToR, Mr Armstrong asked if consideration 
could be given to change the word 'may'. The response was 
that it would be workshopped with the Committee.

Corporate Services Policy and 
Governance

A report to be done updating the Audit and Risk Committee 
Terms of Reference.

At the ARC Meeting, it was noted that this is still being worked 
on.

20/05/2020

Audit and Risk Committee
12/02/2020

Governance and Committee Roles and Responsibilities
A workshop would be arranged prior to the Audit and Risk 
Committee meeting on 8 April 2020, to go through the Health 
and Safety Governance Roles and the Committee's 

Senior Leadership 
Team

Senior Leadership 
Team

Due to COVID-19 Level 4 lockdown the scheduled meeting on 
8 April 2020 was cancelled. A date to hold the workshop is yet 
to be confirmed.

8/04/2020

Audit and Risk Committee
20/05/2020

Quarterly Financial Report
It was requested that wherever there are notes for the financial 
line items in the report, these should be included to make it 
easier when reading through the financials.

Corporate Services Finance Noted - this will be undertaken for the preparation of the 
Quarter Four financial reports. 1/07/2020

Audit and Risk Committee
20/05/2020

Iwi Representatives on Council Standing Committees
In relation to working together with local Iwi, there is still an 
appointment to be made to the Audit and Risk Committee. Corporate Services Policy and 

Governance

Iwi were given an extension to May to decide on an 
appointment. A nomination had been received and will be put 
forward to the Mayor and Chair. At an Iwi Liaison Committee 
meeting on 10 June an extension was given until 19 June.

1/07/2020
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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. Confirmation of Minutes 20 
May 2020 

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. Risk Management 
Quarterly Status Report 

 3. Committee Discussion 

 

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, 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)). 

2 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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