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Apatono / 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, four councillors
and an Iwi representative.

He Karere Haumaru / 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.

He Pānga Whakararu / 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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Matakore
Apologies

1. Matakore / Apologies

Leave of Absence: The Board 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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Whakatakoto Kaupapa Whānui, Whakaaturanga hoki

Open Forum and Presentations

2. Whakatakato Kaupapa Whānui, Whakaaturanga hoki/ Open Forum
and Presentations

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.
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Ngā Menīti Komiti
Committee Minutes
To

Audit and Risk Committee

Date

16 March 2022

Subject

Audit and Risk Committee – 9 February 2022
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The Audit and Risk Committee met on 9 February 2022. The Audit and Risk Committee are
being asked to adopt the minutes from 9 February 2022 as a true and correct record.

2.

There was one recommendation confirmed by the Audit and Risk Committee for the Council
to approve. 3/22 that the Audit and Risk Committee recommended the Council approves
the Second Quarter Financial and Non-financial Performance Report for the period ending
31 December 2021.

3.

The Council adopted recommendation 3/22 AR at its Ordinary Meeting on 21 February 2022.

Taunakitanga / Recommenda on(s)
THAT the Audit and Risk Committee adopt the minutes of their meeting held on 9 February 2022
as a true and correct record.

1
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Menīti
Minutes
Ngā Menīti take o te Komiti Arotake me te Haumaru
Audit and Risk Committee Meeting
Held in the Camberwell Lounge, TSB Hub, Camberwell Road, Hāwera on
Wednesday 9 February 2022 at 10.00 am

Kanohi Kitea / Present:

Ngā Taenga-Ā-Tinana
/ In Attendance:

Matakore / Apologies:

Philip Jones (Chairperson, online), Mayor Phil Nixon and
Councillors Andy Beccard, Gary Brown, Jack Rangiwahia, Te Aroha
Hohaia (Iwi Representative).

Waid Crockett (Chief Executive), Fiona Aitken (Group Manager
Community and Infrastructure Services), Marianne Archibald
(Group Manager Corporate Services), Liam Dagg (Group Manager
Environmental Services), Claire Bourke (Acting Management
Accountant), Samantha Greenhill (Governance and Support
Officer), Garry Morris (Acting Finance Manager), Ahmed Mohamed
(Risk and Internal Audit Manager), Garth Gregory and Priya Patel
(Mercer).
Chris Young

RESOLUTION
1/22 AR

(Mayor Nixon/Cr Brown)

THAT the apology from Councillor Chris Young be received.
CARRIED

1.

Whakaaetia nga Menīti / Confirmation of Minutes
1.1

Audit and Risk Committee minutes held on 3 November 2021.

It was noted that Garth Gregory attended the meeting via Teams.
RESOLUTION
2/22 AR

(Mayor Nixon/Cr Beccard)

THAT the Audit and Risk Committee adopt the minutes of their meeting held on
3 November 2021 as a true and correct record.
CARRIED

61
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2.

Pūrongo / Reports
2.1

Quarterly Financial and Non Financial Performance Report for period ending
31 December 2021

The report updated the Audit and Risk Committee (the Committee) on the Financial
Variance and Performance Measures for the second quarter of the financial year to
31 December 2021.
Income was overbudget due to the Long Term Investment Fund (LTIF), swaps and income
from Waka Kotahi subsidies. In response to a question regarding overspent interest, it was
noted that interest rates were quite high however, this was likely to decrease and be below
budget by year end.
It was noted that the budget for roading projects was to be rephased to coincide with actual
projects being completed rather than an even split of budgets across the year. There was
also a phasing issue for reporting on water by meter.
In response to a query regarding the surveying of the Pātea moles it was noted that work
was underway as weather conditions became suitable.
There had been overflowing issues at the York Street Wastewater plant in Pātea and
clarification was sought on whether the facility could be made secure to avoid these issues.
It was noted that sucker trucks had been used to resolve the issue in the short term
however, inflow and infiltration into the system needed to be addressed to prevent
overflowing in the future. Work had been proposed to fix the issues and was included as
part of the Long Term Plan (LTP). Smoke testing had been carried out and a recruitment
process was underway for a Reticulation Officer to follow up the test results. The issues that
need to be addressed were with private property owners, with the largest contributor being
the local school.
In response to a query regarding the amount of money in the bank it was noted that
$11.2 million of this was linked to a parcel of term debts and prefunded debts. There was
no likelihood of the money sitting in the bank at the end of the financial year due to two
debt payments to be paid in April and June. To mitigate the risk of rising interest rates three
debt parcels were taken out for swaps to spread the risk and ensure fixed interest rates. It
was requested that a forecast of the debts be provided at the next meeting.
It was highlighted that an extraordinary number of resource and building consents were
being received. In response to a suggestion for further resourcing to manage consents, it
was noted that advice from the Ministry of Business, Innovation and Employment was that
a 100% statutory compliance was not expected at this time. Closer monitoring of consents
was to be carried out and reported to the Committee and elected members on a monthly
basis.
RECOMMENDATION
3/22 AR

(Mayor Nixon/Cr Brown)

THAT the Audit and Risk Committee recommends the Council approves the Second Quarter
Financial and Non-Financial Performance Report for the period ending 31 December 2021.
CARRIED
62
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Garth Gregory and Priya Patel arrived at 10.35am.
2.2

Mercer Quarterly Investment Monitoring Report – 31 December 2021

The report provided the Committee with an update on the Mercer Quarterly Investment
Monitoring up to 31 December 2021.
Priya Patel joined Mercer in July 2021 and had previously been in the trustee industry.
Ms Patel advised that the fund had performed well over the benchmark and were tracking
ahead of the long term target. All sectors of the fund were within their prescribed ranges.
It was evident the quarter was positive although January was a challenging month. A slight
recovery had been seen after a dip in the markets. There had been a long period of low
interest rates, and these were now beginning to increase. During January there had been
fears around interest rates and inflation. Inflation was expected to raise in the United States
with the Federal Reserve pencilling in rate increases. The portfolio was still expecting equity
earning to be strong. There had been positive earnings for equity markets however, these
had not been as strong as in previous years. It was noted that there was likely to be a
positive return however, it was unlikely to be a double digit.
Inflation for the year was to remain high, with construction costs already at a record high.
Inflation pressures were being pushed through and political tensions had added to this.
It was noted that there was likely to be a decrease in returns following positive returns in
December with the same positive returns not to be expected. Mercer and Global bonds
performed on a relative basis. It was noted that Fisher Funds PIMCo had been behind and
Fisher Funds Wellington had retained their A rating. PIMCo was more aggressive and
ambitious while Wellington performed near the benchmark. Concerns were raised around
the Fisher Funds Wellington under performing and Mercer was to monitor this.
A discussion was had regarding the banks and the property market, as the new rules added
extra work for the banks which made securing a mortgage more difficult. It was noted that
the Government had released legislation to prevent buyers from gaining mortgages through
mobile outfits across the country however, it had gone overboard making it harder to get
mortgages and top ups through the bank. An inquiry had been commissioned that identified
the legislation was no longer fit for purpose. Banks were predicting the housing prices to
plateau or drop however, opening the international boarder would increase demand in the
housing market.
RESOLUTION
4/22 AR

(Mayor Nixon/Cr Beccard)

THAT the Audit and Risk Committee receive the Mercer Quarterly Investment Monitoring
Report – 31 December 2021.
CARRIED

3.

Ngā Take Kawea / Items for Action
3.1

Actions from Audit Findings of the South Taranaki District Council

It was noted that the recruitment process for the Legal and Procurement Manager position
was underway.

63

9

Audit and Risk Committee - 3. Confirmation of Minutes

4.

Pūrongo-Whakamārama / Information Reports
4.1

Outstanding Debtor Report as at 31 December 2021

The report updated the Audit and Risk Committee (the Committee) on the Financial
Variance and Performance Measures for the second quarter of the financial year to
31 December 2021.
It was highlighted that the outstanding debt was trending downwards. A request was made
for future reports to show a further break down of debt, particularly for rates, as there were
risks involved with debts over six years old. It was confirmed that there had not been an
increase in the overall rates debt and there was no significant increase in debt as a result of
Covid-19. It was noted that there were external factors that affected the rates, for example,
Covid-19 and these factors were actively being monitored.
RESOLUTION
5/22 AR

(Mr Jones/Cr Beccard)

THAT the Audit and Risk Committee receives the outstanding debt report as at
31 December 2021.
CARRIED
4.2

Capital Projects Progress Report

The report provided an update on the 2021/22 capital works programme and highlighted
the risks associated with completing the programme and specific projects.
The key risks highlighted in the report were the supply chain issues, contractor availability
and recruitment of appropriately qualified project engineers. Clarification was sought on
tender prices that came in over budget and whether they were considered a risk or
indicated an issue. It was noted that in future these could be split into live issues and risks
to make the report clearer.
In response to a query regarding companies going into liquidation, it was noted that when
purchasing products from overseas for large sums of money, with there being fewer
suppliers it was part of the due diligence to ensure there was no likelihood of the company
going into liquidation before products had been received.
Positive feedback had been received from landowners regarding the new section of road at
Nukumaru Station Road. In response to a query regarding the compulsory acquisition of the
land for the second section of the road, it was noted that all agreements were being
presented one last time before the acquisition process was started. The contract had been
split into two parts to ensure no penalties were incurred if the contractor could not finish
the road in one go, the southern section had been started and the northern end would
begin once the land had been acquired.
Work on the Fitzgerald Lane accessway had been delayed due to difficulties with meeting
all the required parties and the work was not high on Waka Kotahi’s radar. It was noted that
work had begun with the Regional Land Transport agency to raise the priority of the project.

64
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As part of the Digital Transformation Strategy the biggest project was to replace the
Enterprise Resource Planning (ERP) system. Extensive testing was required of the new ERP
system to ensure sufficient time and staffing resources were in place. The records system
was moved into the cloud and further training was provided after implementation to ensure
staff were comfortable with the new system. It was noted that there were reasonable risks
associated with the change to the ERP system and the Committee requested a high level
timeframe of the project and a report on the risks associated with implementation by 2024.
It was noted that the implications of the Three Water Reform were a key issue for the
project however, planning was being conducted as this remained with the Council.
RESOLUTION
7/22 AR

(Ms Hohaia/Cr Rangiwahia)

THAT the Audit and Risk Committee receive the Capital Projects Progress Report for Quarter
Two of the 2021/22 financial year.
CARRIED
4.3

Workplan

The Workplan was provided for the Audit and Risk Committee to review any items of work
for the 2021/22 year.
RESOLUTION
8/21 AR

(Cr Rangiwahia/Cr Brown)

THAT the Audit and Risk Committee receive the workplan for the period 2021/22.
CARRIED

5.

Nga Tōkeketanga kia noho tῡmatanui kore/Resolution to Exclude the Public
RESOLUTION

9/22 AR

(Mr Jones/Mayor Nixon)

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

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 thew
disclosure of information

1. Confirmation of Minutes
3 November 2021
2. Internal Audit Report
3. Mercer Client Fees Memo

65
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General subject of each
matter to be considered

4. Mercer Quarterly
Investment Monitoring
Report – 31 December
2021
5. Fisher Funds Fund
Manager Presentation

Reason for passing this
resolution in relation to
each matter

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

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 thew
disclosure of information
for which good reason for

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

2

Enable any local authority holding the information to carry on,
without prejudice or disadvantage, negotiations (including
commercial and industrial negotiations) (Schedule 7(2)(i)).

1, 3, 4, 5

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

6.

Tuwhera anō te Hui / Resume Open Meeting
RESOLUTION

14/22 AR

(Cr Brown/Mayor Nixon)

THAT the Audit and Risk Committee resumes in open meeting.
CARRIED
The meeting concluded at 12.20 pm

Dated this

day of

2022

………………………………….
CHAIRPERSON

66
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Reference/Source
Committee/Meeting
Date

Audit and Risk Committee
14/02/2018

Matters Arising

Group
Responsible

Department
(Team)

Update

Contract Management
The Audit and Risk Manager is undertaking a procurement
Procurement and Contract Management
audit, including the matters raised by Audit NZ. 28/10/2021 The Committee requested a timeline for the review and implementation of the Senior Leadership Senior Leadership
The Procurement Audit is complete and a procurement
Team
Team
recommendations from Audit NZ regarding procurement and contract
specialist will be employed to support procurement across
management.
the organisation. The new Legal and Procurement Manager
has been appointed and commences on the 17 April.
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Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaiwhakahaere Putea / Finance Manager, Garry Morris

Date

16 March 2022

Subject

Report to the Council on the Audit of South Taranaki District Council for
the year ended 30 June 2021

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The Audit and Risk Committee are being asked to receive the report to the Council on the
Audit of the South Taranaki District Council for the year ended 30 June 2021 for their
information.

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives the report to the Council on the Audit of South
Taranaki District Council for the year ended 30 June 2021.
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Report to the Council
on the audit of
South Taranaki District
Council
For the year ended 30 June 2021

STDC Report to Governors signed 21J.docx
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Key messages
We have completed the audit for the year ended 30 June 2021. This report sets out our findings from
the audit and draws attention to areas where the South Taranaki District Council (District Council) is
doing well and where we have made recommendations for improvement.

Audit opinion
We have issued a modified audit opinion dated 1 November 2021. The modified opinion is on the
activity statements for incomplete information about the number of complaints the District Council
has received related to water and wastewater complaints. For the year ended 30 June 2021 and the
comparative year, we were unable to determine whether the District Council’s reported results for
these measures were materially correct. Refer to section 3 for further detail.
We issued an unmodified opinion over the financial statements. This means that financial statements
and accompanying information are fairly presented.
Without modifying our audit opinion, we also included an emphasis of matter paragraph to draw
attention to the disclosure in the financial statements which outlines that subsequent to year-end,
the Government announced it will introduce legislation to establish four publicly owned water
services entities to take over responsibilities for service delivery and infrastructure from local
authorities from 1 July 2024. The impact of these reforms, once legislated, will mean that the District
Council will no longer deliver three waters services.

Matters identified during the audit
The following key matters were considered as part of the audit:
•

Long-Term Investment Fund (LTIF) – we completed our planned audit work on the LTIF.
Overall, we consider the value of the LTIF, and the corresponding accounting treatment are
appropriately included in the financial statements.

•

Accounting for Shovel Ready Funding – we reviewed the District Council’s accounting
treatment against the relevant accounting standard and against technical accounting
advice. Our work has provided us with assurance that the District Council has correctly
accounted for shovel ready funding for the financial year.

•

Impact of three waters reform (stimulus funding) – we reviewed the District Council’s
accounting treatment against the relevant accounting standard and against technical
accounting advice. Our work has provided us with assurance that the District Council has
correctly accounted for three waters stimulus funding for the financial year.

•

Impact of three waters reform (three waters reform disclosure) – We are satisfied that the
three waters reform announcement was appropriately disclosed in the annual report as a
subsequent event.

3
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Thank you
We would like to thank the Council, management, and staff for the assistance received throughout
the audit process.

Chris Webby
Appointed Auditor
9 February 2022

4
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1

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

Explanation

Urgent

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

Necessary

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

Beneficial

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

1.1

New recommendations
The following table summarises our recommendations and their priority.
Recommendation

Reference

Priority

Historic contractor retentions

4.1

Necessary

That the District Council performs a review of historic contractor
retentions. Historic contractor retentions should either be
released to the contractor or written off.

1.2

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

Necessary Beneficial

Total

Open

1

5

-

6

Implemented or closed

-

3

-

3

Total

1

8

-

9

5
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2

Our audit report

2.1

We issued a modified audit report
We issued a modified audit report on 1 November 2021. The modified
opinion is on the activity statements for incomplete information about the
number of complaints the District Council has received related to water and
wastewater complaints.
For the year ended 30 June 2021 and the comparative year, we were unable to determine
whether the District Council’s reported results for these measures were materially correct.
Refer to section 3 for further detail.
We issued an unmodified opinion over the financial statements. This means that financial
statements and accompanying information are fairly presented.
Without modifying our audit opinion, we also included an emphasis of matter paragraph to
draw attention to the disclosure in the financial statements which outlines that subsequent
to year-end, the Government announced it will introduce legislation to establish four
publicly owned water services entities to take over responsibilities for service delivery and
infrastructure from local authorities from 1 July 2024. The impact of these reforms, once
legislated, will mean that the District Council will no longer deliver three waters services.

2.2

Uncorrected misstatements
The financial statements are free from material misstatements, including omissions. During
the audit, we have discussed with management any misstatements that we found, other
than those which were clearly trivial. There were no significant misstatements identified
during the audit that required correcting.

2.3

Corrected misstatements
We also identified misstatements that were corrected by management. A list of some of
the correct misstatements and disclosures are listed in Appendix 2.

2.4

Quality and timeliness of information provided for audit
Management needs to provide information for audit relating to the annual
report of the District Council. This includes the draft annual report with
supporting working papers. We provided a listing of information we required
to management on 2 September 2021. This included the dates we required
the information to be provided to us.
We received the draft financial statements and performance information within the agreed
timeframes, and they were of good quality.

6
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3

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

Audit risk/issue

Outcome

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.

To cover off our audit risk we have:

•

reviewed the governance
arrangements in place to manage the
fund. The Council and in particular,
the audit committee is highly
involved in the monitoring of the
fund with an external specialist
engaged to manage and provide
guidance on decision-making;

•

obtained confirmations over the
valuations and type 2 reports directly
from the custodians/third parties.
We reviewed the type 2 reports to
identify if there were any control
breakdowns during the period which
would have an impact on whether we
could rely on the providers. Our
review did not identify any issues
that affected the District Council’s
investments;

•

confirmed the valuations per the
financial statements agreed to the
external confirmations;

•

confirmed the movements within the
fund to ensure realised and
unrealised gains were correctly
accounted for; and

•

ensured disclosures in the annual
report were appropriate.

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.

Conclusion
Our work has provided us with the
assurance that the LTIF is fairly stated and
the movements have been correctly
accounted for.

7

21

Audit and Risk Committee - 5. Information Reports

Audit risk/issue

Outcome

Fair value/impairment assessment of assets
PBE NZ IPSAS 17, Property, Plant and
Equipment, requires that valuations are
carried out with enough regularity to ensure
that the carrying amount does not differ
materially from fair value.
PBE IPSAS 21 Impairment of
Non-Cash-Generating Assets and PBE IPSAS 26
Impairment of Cash Generating Assets require
assets held at cost to be assessed for
indicators of impairment on an annual basis.
The District Council revalues its Property, Plant
and Equipment on a three yearly cycle.
Non-revaluation year and impairment
assessment

We reviewed the District Council’s fair value
assessment as at 30 June 2021 which
considered whether a revaluation was
required.
We agreed with management’s assessment
and are satisfied that no revaluation was
required for the District Council’s
operational and infrastructure assets.
We reviewed the District Council’s
impairment assessment and agreed that no
impairment indicators exist which required
the District Council to impair any of its
Property, Plant and Equipment.
Conclusion

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

We are satisfied the District Council
Property, Plant and Equipment is fairly
stated in the financial statements.

On a yearly basis the District Council must
review its Property, Plant and Equipment for
impairment indicators.
The last full revaluation cycle was 30 June
2020.
We expect that:

•

the District Council will have done a
comprehensive analysis to determine
whether there is a significant variance
between the fair value as at 30 June
2021 and the carrying value that would
trigger the need for the District Council
to revalue or impair the assets; and

•

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

Performance reporting – recording of complaints
The District Council reports on a number of
complaints related performance measures
included in its long-term plan in accordance
with the Non-Financial Performance Measures
Rules 2013 made by the Secretary for Local
Government.

We reviewed the District Council’s systems
and processes for recording complaints and
noted that there had been no change from
the prior year. The District Council was still
not able to report completely on the
complaints for the entire financial year.

8
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Audit risk/issue

Outcome

The significant performance measures,
mandated by legislation, and impacted for the
year ended 30 June 2020 and the comparative
year were:

Conclusion

•

The total number of complaints (per
1,000 connections) received about any
of the following:




Drinking water pressure or flow.



Continuity of supply.



•

Drinking water clarity, taste, or
odour.

The District Council’s response to
any of these issues.

The total number of complaints
received about sewerage odour, system
faults or blockages, or the Council’s
response to issues with the sewerage
system (per 1,000 connected
properties).

The after-hours service provider did not keep
a record of all calls which meant the District
Council were not able to review all calls to
identify any additional complaints that should
have been recorded. As a result, the District
Council was unable to report completely on
the complaints performance measures and the
number of complaints reported was
understated, resulting in a modification to the
audit opinion for the year ended 30 June 2020.
As part of this year’s audit we will need to
review whether the District Council is able to
report completely on the complaints for the
entire financial year.

Our work was limited and there were no
audit procedures we could apply to the
information on the complaint measures.
This is the basis for our modified audit
report.
We continue to recommend that the
District Council engage with their afterhours service provider to ensure they
record all complaints in the system based
on Department of Internal Affairs guidance.
Formalised procedures should be
established.
Management comment
The Council contacted DIA to get an update
on the work we had done with DIA and
other affected councils on defining a
complaint. Unfortunately, the DIA officer
was unable to complete the work on time
and this resulted in us getting a modified
audit opinion. We have been back in contact
with DIA, and they are still going slow with
this work, although they expect to have it
completed for the new water entity, which
will result in a lower number of complaints
for the new entity. Our after-hours service is
logging multiple calls under the same
request for service number, where possible,
as require by Audit. Our Customer Services
team collates the after-hours calls and links
with any relevant requests for service
received in house.

Accounting for Shovel Ready Funding
We understand that the District Council has
received Shovel Ready funding from central
government.
It is important that this funding is clearly and
appropriately accounted for in accordance
with the PBE accounting standards, and that
the District Council is transparent with its
community and meeting any obligations.

To gain assurance over the accounting
treatment we:

•

reviewed the contracts for projects
which received shovel ready funding;

•

took into account technical opinions
over similar contracts; and

•

reviewed the accounting treatment
against the accounting standards and
identified the key

9
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Audit risk/issue

Outcome
milestones/conditions that the
District Council had to achieve before
being entitled to the funding.
Conclusion
Our work has provided us with assurance
that the District Council has correctly
accounted for their shovel ready funding for
the financial year.

Impact of three waters reform
During 2020/21, the District Council signed a
non-binding Memorandum of Understanding
(MoU) with Crown. By signing this MoU, the
District Council agreed to participate in the
exploration of future service delivery options
for the three waters services and to
collaborate with agencies involved in the
reform.
On signing of the MoU, the District Council
subsequently received $5.4 million of the
share of $761 million Crown stimulus funding.
It is important that the District Council is
appropriately accounting for its share of the
funding and is meeting the obligations of the
funding agreement.
The Government is proposing to establish four
publicly owned entities to take responsibility
of drinking water, wastewater and stormwater
infrastructure across New Zealand.
The District Council will need to decide
whether to opt out of the proposed new
service delivery model. There is still
considerable information to come as to what
these reforms may mean for the District
Council before this decision will be made.
We would expect the District Council has
taken steps to:

•

consider the implications of any
government announcements about
three waters reform up to the date of
authorisation of the financial
statements. This includes the impact on
financial statements and disclosures,
including subsequent events
disclosures; and

Stimulus funding
To gain assurance over the accounting
treatment we received a technical opinion
on how the three waters stimulus funding
should be accounted for. We used this
opinion and then considered the District
Council’s situation. From this review we
identified that the District Council should be
recognising revenue in advance as at
30 June 2021 as the District Council had
spent less than the initial $2.7 million
payment on the agreed projects and there
is a return clause, requiring any unspent
funds at the end of a project to be returned.
The District Council subsequently updated
their financial statements to reflect this.
Conclusion
Our work has provided us with assurance
that the District Council has correctly
accounted for the three waters stimulus
funding for the financial year.
Three waters reform disclosure
The Minister of Local Government
announced on 27 October 2021 that the
Government is making the three waters
reform mandatory. This means the
Government will introduce legislation to
establish four publicly owned water services
entities to take over responsibilities for
service delivery and infrastructure from
local authorities from 1 July 2024. The
impact of these reforms, once legislated,
will mean that the District Council will no
longer deliver three waters services.

10
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Audit risk/issue

Outcome

•

As this announcement was made before the
District Council adopted the annual report,
a subsequent event disclosure note was
required. The District Council included a
subsequent event note disclosure.

ensure any crown stimulus funding
resulting from the three waters reform
programme received by the District
Council has been appropriately
accounted for in accordance with PBE
accounting standards and the terms of
the agreement.

Given the significance of the announcement
and impact on local authorities with three
waters assets going forward, it was agreed
by the Office of Auditor-General to include
an emphasis of matter paragraph in all
impacted local authorities audit reports.
This applied to all local authorities that
adopted their annual report after the
announcement.
Conclusion
We are satisfied that the three waters
reform announcement was appropriately
disclosed in the annual report as a
subsequent event.

Ongoing impact of Covid-19 pandemic
The long-term impact of Covid-19 in
New Zealand, and how it might affect public
entities, is unknown. However, it is likely that
the uncertainties in the economic
environment will increase the risk of material
misstatement in financial statements. These
effects might include uncertainties relating to
revenue and asset valuations.
We would expect the District Council has
taken steps to:

•

reconsider the risks that the District
Council faces; and

•

reconfirm that reporting and internal
control systems are in place and
functioning effectively.

The continuing effect of Covid-19 on local
government entities is uncertain. To cover
off our audit risk we have:

•

gained an updated understanding of
the impact of Covid-19 on the District
Council’s operations, financial
statements, and performance story;

•

determined that management has
not identified or recorded any
significant additional Covid-19
related revenue, receivables, or
costs, other than Shovel Ready
funding. Shovel Ready funding has
been recognised in line with PBE
accounting standards; and

•

assessed the completeness and
reasonableness of disclosures
contained within the annual report
relating to the impact of Covid-19.

Conclusion
We are satisfied that the impact of the
Covid-19 pandemic is fairly reflected in the
financial statements and performance
information.

11
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Audit risk/issue

Outcome

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.

To address the risk of material
misstatement due to fraud to an acceptable
level we completed the following audit
work:

•

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

•

Reviewed accounting estimates for
biases and evaluated whether the
circumstances producing the bias, if
any, represent a risk of material
misstatement due to fraud.

•

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

Conclusion
From our testing we did not identify any
issues that indicated management override.

12
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4

Issues identified during the audit
During our audit, we identified the following item which we wish to bring to
your attention. Other matters which we identified but were not significant
have been discussed with management.

4.1

Historic contractor retentions
The District Council has a number of contractor retentions arising from the construction of
infrastructure and operational assets. The total amount of retentions at year-end was
$943,000.
During our testing we noted that included in the balance are retentions from contracts
dating back as far as 2006. The value of retentions that are over one year old is
approximately $300,000.
We recommend that the District Council performs a review of historic contractor
retentions. Historic contractor retentions should either be released to the contractor or
written off.
Management comment
Management is aware that a number of older contract retention balances are held on the
balance sheet, requiring some investigation to ascertain the cause and action e.g release or
write-off. We will work towards analysing and actioning these balances in FY 21/22 with a
view to only holding outstanding retentions for live contracts.

13
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5

Assessment of internal control
The Council, with support from management, is responsible for the effective
design, implementation, and maintenance of internal controls. Our audit
considers the internal control relevant to preparing the financial statements
and the service performance information. We review internal controls
relevant to the audit to design audit procedures that are appropriate in the circumstances.
Our findings related to our normal audit work, and may not include all weaknesses for
internal controls relevant to the audit.

5.1

Control environment
The control environment reflects the overall attitudes, awareness and actions of those
involved in decision-making in the organisation. It encompasses the attitude towards the
development of accounting and performance estimates and its external reporting
philosophy, and is the context in which the accounting system and control procedures
operate. Management, with the oversight of the Council, need to establish and maintain a
culture of honesty and ethical behaviour through implementation of policies, procedures
and monitoring controls. This provides the basis to ensure that the other components of
internal control can be effective.
We have performed a high level assessment of the control environment, risk management
process, and monitoring of controls relevant to financial and service performance
reporting. We considered the overall attitude, awareness, and actions of the Council and
management to establish and maintain effective management procedures and internal
controls.
We consider that a culture of honesty and ethical behaviour has been created. The
elements of the control environment provide an appropriate foundation for other
components of internal control.

5.2

Internal controls
Internal controls are the policies and processes that are designed to provide reasonable
assurance as to the reliability and accuracy of financial and non-financial reporting. These
internal controls are designed, implemented and maintained by the Council and
management.
We reviewed the internal controls, in your information systems and related business
processes. This included the controls in place for your key financial and non-financial
information systems.
In performing this assessment we consider both the “design effectiveness” and
“operational effectiveness” of internal control. However, it is not the purpose of our
assessment to provide you with assurance on internal control in its own right. As such we
provide no assurance that our assessment will necessarily identify and detect all matters in
relation to internal control.

14
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6

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

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

•

the District Council carrying out its activities effectively and efficiently;

•

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

•

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

•

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

From our testing of expenditure incurred by senior management we identified one instance
where the expenditure was not approved on a one-up basis. This is not in line with the
District Council’s sensitive expenditure policy. The expenditure incurred was reasonable.
There are no other matters that we would like to bring to your attention.
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7

Group audit
The group comprises:
•

South Taranaki District Council

•

Novus Contracting Limited (dormant)

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

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

•

limitations on the group audit.

•

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

16
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8

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

Description

Where to find it

Performance reporting
Public organisations are responsible for
reporting their performance to Parliament
and the public in a way that meaningfully
reflects their organisation’s aspirations and
achievements. The Auditor-General
published a discussion paper that explores
five areas for improvement in performance
reporting.

On the Office of the Auditor-General’s
website under publications.
Link: The problems, progress, and potential
of performance reporting

Local government risk management practices
The Covid-19 pandemic is a stark reminder
for all organisations about the need for
appropriate risk management practices. In
our audit work, we often see instances
where councils do not have effective risk
management. This report discusses the
current state of local government risk
management practices and what councils
should be doing to improve their risk
management.

On the Office of the Auditor-General’s
website under publications.
Link: Observations on local government risk
management practices

Public accountability
Public accountability is about public
organisations demonstrating to Parliament
and the public their competence, reliability,
and honesty in their use of public money and
other public resources. This discussion paper
explores how well New Zealand’s public
accountability system is working in practice.

On the Office of the Auditor-General’s
website under publications.
Link: Building a stronger public accountability
system for New Zealanders

Managing conflicts of interest involving council employees
This article discusses findings across four
councils on how conflicts of interest of
council employees, including the Chief
Executive and staff, are managed.

On the Office of the Auditor-General’s
website under publications.
Link: Getting it right: Managing conflicts of
interest involving council employees
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Description

Where to find it

Sensitive expenditure
The Auditor-General’s good practice guide on
sensitive expenditure provides practical
guidance on specific types of sensitive
expenditure, outlines the principles for
making decisions about sensitive
expenditure, and emphasises the importance
of senior leaders “setting the tone from the
top”. It also describes how organisations can
take a good-practice approach to policies and
procedures for managing sensitive
expenditure.

On the Office of the Auditor-General’s
website under good practice.
Link: Sensitive expenditure

The Auditor-General’s report on the results of recent audits
The OAG publishes a report on the results of
each cycle of annual audits for the sector.

On the OAG’s website under publications.
Link: Local government 2019/20 audits

Good practice
The OAG’s website contains a range of good
practice guidance. This includes resources
on:

•

audit committees;

•

conflicts of interest;

•

discouraging fraud;

•

good governance;

•

service performance reporting;

•

procurement;

•

sensitive expenditure; and

•

severance payments.

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

Procurement
The OAG are continuing their multi-year
work programme on procurement.

On the OAG’s website under publications.

They have published an article encouraging
reflection on a series of questions about
procurement practices and how processes
and procedures can be strengthened.

Strategic suppliers: Understanding and
managing the risks of service disruption

Links:

Getting the best from panels of suppliers
Local government procurement
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Appendix 1: Status of previous recommendations
Open recommendations
Recommendation

First raised

Status

2020

Outstanding

Urgent
Performance reporting – recording of
complaints

We reviewed the District Council’s
systems and processes for recording
complaints and noted that there had
been no change from the prior year. The
District Council was still not able to report
completely on the complaints for the
entire financial year.

Management engage with their after-hours
service provider to ensure they record all
complaints in the system based on the DIA
guidance. Formalised procedures should be
established.
Necessary
Procurement and contract management

2015

The District Council has developed a
Project Management Framework which is
used by all Project Managers. The
framework is reviewed and updated on a
regular basis to ensure it is fit for
purpose.

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

Actual renewals and capital expenditure
below forecasts

2017

2017

We recommend the following updates to
the sensitive expenditure policy to ensure it
more closely aligns with OAG good practise
guidelines:

•

Who is eligible for a credit card.

•

The person responsible for
authorising the issue of credit cards,
managing acquisitions and monitoring
and reporting of their use.

In progress
As part of the LTP audit we further
recommended that the District Council
monitors progress around the capital
expenditure programme throughout the
period of the LTP and ensure that any
potential under delivery is identified early
which will allow plans to be put into place
to ensure the District Council is able to
mitigate the risk of delivering below
forecasts.

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

Sensitive expenditure policy

In progress

In progress
An updated sensitive expenditure policy
has been adopted and published as at
7 July 2020. It will be reviewed by us as
part of our next audit.
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Recommendation

•

The process of cancelling and
destroying cards.

•

That the credit limits should be set by
the District Council (and not the
holder) at the minimum level required
for the holder to undertake their
duties.

•

The consequences of unauthorised
use, and who is responsible in the
case of misuse.

•

How online purchases and cash
advances should be dealt with.

Capitalisation of assets into their respective
asset management systems

First raised

Status

2018

Outstanding
The District Council had a significant
amount of three waters asset additions
this year that were not entered into the
AssetFinda asset management system by
year-end.

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

Not started

2020

The District Council implement the
recommendations from the valuation report
and:

•

ensure that construction and
installation dates are recorded, as
new and replaced assets are recorded
in the database; and

•

utilise condition assessment fields
within RAMM so that condition data
is used to adjust remaining useful life
where available and appropriate.

We will follow up on the District Council’s
progress on this recommendation as part
of our audit work on the next revaluation,
which is planned to take place as at
30 June 2022.

Implemented or closed recommendations
Recommendation

Status

Quality and timeliness of information provided for
audit
Ensure the financial statements are ready along
with all the supporting information when agreed.

The financial statements and supporting
information were available at the start of the
audit.
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Recommendation

Status

Direct debit expenditure approval
Ensure all direct debit expenditure is approved by
somebody with the appropriate financial
delegation. This will ensure that all expenditure is
approved.

The District Council’s direct debits arise from
contracts signed with suppliers. Contracts are
signed in line with financial delegations. The
District Council will implement an annual check
of direct debits to ensure they are current.

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

The Fraud Policy has been updated. The policy
refers to bribery and corruption as examples of
fraud.

Remind staff on a continuous basis remind staff of
the possible risks of bribery and corruption and
what to do in the event that an instance of bribery
or corruption is identified.
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Appendix 2: Corrected misstatements
Current year misstatements

Reference Assets
Dr (Cr)

Vested assets revenue

Equity

Financial
performance

Dr (Cr)

Dr (Cr)

Dr (Cr)

1

Fixed assets
Grant revenue

Liabilities

(774,000)
774,000

2

1,271,000

Income in advance
Total

(1,271,000)
774,000

(1,271,000)

497,000

Explanation of corrected misstatements
1

Vested assets of $774,000 were not initially recognised in the first draft of the financial
statements.

2

Initially the three waters stimulus funding was recognised upon receipt of the first
payment. However, there are conditions including a return clause included in the
agreement for the three water stimulus funding which means this revenue should not be
recognised until conditions are met.

Corrected disclosure deficiencies
Detail of disclosure deficiency
Added a footnote to disclose the material subsidies and grants.
Removed the contingent liability relating to the Carter Holt Harvey third party claim as this has been
resolved.
Update depreciation accounting policy rates to be in line with actual depreciation rates.
Updated interest rate swaps disclosure in the financial instrument note.
Added disclosure required over write-off of rates which is in line with the Local Government (Rating) Act
2002 section 90A and 90B.
Included identified effects for the Council’s Group of Activities on social, economic, environmental and
cultural wellbeing of the community in line with the Local Government Act Schedule 10.
Updated some benchmarks and core asset disclosures.

Corrected performance reporting misstatements
Detail of misstatement
Updated the dry weather overflows.
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Appendix 3: Disclosures
Area

Key messages

Our responsibilities in
conducting the audit

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

Auditing standards

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

Auditor independence

We are independent of the District Council in accordance with the
independence requirements of the Auditor-General’s Auditing Standards,
which incorporate the independence requirements of Professional and
Ethical Standard 1: International Code of Ethics for Assurance
Practitioners, issued by New Zealand Auditing and Assurance Standards
Board.
In addition to the audit we have carried out a limited assurance
engagement related to the District Council’s Debenture Trust Deed and
audited the District Council’s 2021-2031 long-term plan. These
engagements are compatible with those independence requirements.
Other than these engagements, we have no relationship with, or
interests in, the District Council or its subsidiary.

Fees

The audit fee for the year is $145,562, as detailed in our Audit Proposal
Letter.
Other fees charged in the period are $35,000 to partially recover cost
overruns from the audit for the year ended 30 June 2020, $102,400 for
the audit of the 2021-2031 long-term plan, and $4,950 for the limited
assurance engagement related to the District Council’s Debenture Trust
Deed.

Other relationships

We are not aware of any situations where a spouse or close relative of a
staff member involved in the audit occupies a position with the District
Council or its subsidiary that is significant to the audit.
We are not aware of any situations where a staff member of Audit
New Zealand has accepted a position of employment with the District
Council or its subsidiary during or since the end of the financial year.
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PO Box 149
Palmerston North 4440
Phone: 04 496 3099
www.auditnz.parliament.nz
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Pūrongo-Whakamārama
Information Report
To

Audit and Risk Committee

From

Kaihautū Haumaru me te Arotake-o roto / Risk and Internal Audit Manager, Ahmed
Mohamed

Date

16 March 2022

Subject

Audit and Risk Committee - Workplan
(This report shall not be construed as policy until adopted by full Council)

Whakarāpopoto Kāhui Kahika / Execu ve Summary
1.

The Audit and Risk Committee’s workplan for 2021/22 is attached for the Committee to
review.

Taunakitanga / Recommenda on
THAT the Audit and Risk Committee receives the workplan for the period 2021/22.

1
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ARC COMMITTEE WORKPLAN
FOCUS AREAS

2021
11 August

LTIF

Mercers

Quarterly Reporting

Quarterly
Report/Interim,
Annual Report
2019/20

2022
22 September

3 November

9 February

Mercers

16 March

4 May

Mercers

 Quarterly Report
 Capital Work
Project Progress
Report

Mercers

 Quarterly Report
 Capital Work
Project Progress
Report

 Quarterly Report
 Capital Work
Project Progress
Report

Insurance

Annual Report 202021

Insurance Renewal
Programme 2021-22
Audit Arrangements
Letter

Audit Management
Report 2020-21

Risk Management

 Risk Management
Report
o Strategic Risks
o Business Risks

Internal Audit

Internal Audit
Report (will include
contract
management)

Regular Update
Reports

 Committee
Workplan
 Debtors Report

 Committee
Workplan
 Health and Safety

Additional
Committee Sessions
Workshops

8 June

 Credit Card Fraud
Attempt Report

 Committee
Workplan
 Privacy Breach
Update

 Risk Management
Report
o Strategic Risks

 Risk Management
Report
o Strategic Risks
o Business Top Risks

Internal Audit
Report

Internal Audit Report

Internal Audit Report

 Debtors Report

 Committee
Workplan
 Health and Safety
 Privacy Breach
Update
 Cyber security
update

 Committee
Workplan
 Debtors Report
 LTP updated
workplan

 Committee Workplan
 Health and Safety
 LTP Updated
Workplan
 Privacy Breach Update
 Cyber security update

To be confirmed

To be confirmed

To be confirmed

To be confirmed

Cyber Security
Workshop

Please note that in the 2022 year there is a lengthy period between July and November meetings due to Local Government elections.
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7.

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

Reason for passing this
resolution in relation
to each matter

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

1. Presentation – PWC –
Alex Wondergem
2. Confirmation of
Minutes 9 February
2022
3. Quarterly Internal
Audit Status Report
4. Quarterly Risk
Management Status
Report
5. Health and Safety
Quarterly Report 31
August 2021 to 28
February 2022
6. Privacy Breach Update
(November 2021 –
February 2022)
7. Committee Discussion

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)

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
2

1, 3, 4,5, 6

Interest
Enable any local authority holding the information to carry on, without
prejudice or disadvantage, negotiations (including commercial and
industrial negotiations) (Schedule 7(2)(i)).
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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7

Is to protect the privacy of natural persons, including that of deceased
natural perons (Schedule 7(2)(a))
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