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AUDIT AND RISK COMMITTEE MEETING 
 

20 February 2017 

 

 

 

ORDER OF BUSINESS 

(NOTE:  The commencement time for this meeting coincides with the 
commencement time for the Finance and Performance Committee, 
Committee of Council and Extraordinary Council meetings. The format 
for the meeting will be that the Audit and Risk Committee, Committee of 
Council and Extraordinary Council meetings will open, take apologies and 
adjourn immediately to allow the Finance and Performance Committee 
to consider its business. At the conclusion of the Finance and 
Performance Committee meeting the Audit and Risk Committee meeting 
will resume to consider its business followed by the Committee of 
Council and Extraordinary Council meetings.)  

1. Apologies 

2. Notification of Additional Items 

Pursuant to Sections 46A(7) and 46A(7A) of the Local Government 
Official Information and Meetings Act 1987, to receive the Chairperson’s 
explanation that specified item(s), which do not appear on the Agenda of 
this meeting and/or the meeting to be held with the public excluded, will 
be discussed. 

Any additions in accordance with Section 46A(7) must be approved by 
resolution with an explanation as to why they cannot be delayed until a 
future meeting. 

Any additions in accordance with Section 46A(7A) may be received or 
referred to a subsequent meeting for further discussion.  No resolution, 
decision or recommendation can be made in respect of a minor item. 
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3. Public Comment 

To receive comments from members of the public on matters specified 
on this Agenda or, if time permits, on other Committee matters. 

(NOTE: If the Committee wishes to consider or discuss any issue raised that is 
not specified on the Agenda, other than to receive the comment made 
or refer it to the Chief Executive, then a resolution will need to be 
made in accordance with clause 2 above.)  

4. Confirmation of Minutes Page 7 
“That the minutes of the Audit and Risk Committee meeting of 28 
November 2016 Part I Public be confirmed as a true and correct record.”   

5. Health and Safety - October - December 2016 Page 12 

Memorandum, dated 7 February 2017 from the Human Resources 
Manager, Wayne Wilson. 

6. Planning Service Revenue Process - Uninvoiced Monitoring Page 15 

Memorandum, dated 20 January 2017 from the Head of Planning 
Services, Simon Mori. 

7. Revised Internal Audit Charter - 2017 Page 18 

Memorandum, dated 5 December 2016 from the Senior Internal Auditor, 
Vivian Watene. 

8. Internal Audit 3 Year Plan 2017/18 to 2019/20 Page 23 

Memorandum, dated 24 January 2017 from the Senior Internal Auditor, 
Vivian Watene. 

9. Risk Management Progress YTD December 2016 Page 39 

Memorandum, dated 25 January 2017 from the Senior Internal Auditor, 
Vivian Watene. 
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10. Internal Audit Plan 2016/17 Progress Report Page 69 

Memorandum, dated 25 January 2017 from the Senior Internal Auditor, 
Vivian Watene. 

11. Delegations Project Page 123 

Memorandum, dated 3 February 2017 from the Business Development 
Executive, Fiona Dredge. 

12. Committee Work Schedule Page 259 

Committee Work Schedule dated February 2017.     

 13. Exclusion of Public 
 
 To be moved: 

“That the public be excluded from the following parts of the proceedings of 
this meeting listed in the table below. 

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 passing this 
resolution 

    

 
This resolution is made in reliance on Section 48(1)(a) of the Local Government 
Official Information and Meetings Act 1987 and the particular interest or 
interests protected by Section 6 or Section 7 of that Act which would be 
prejudiced by the holding of the whole or the relevant part of the proceedings 
of the meeting in public as stated in the above table. 

Also that the persons listed below be permitted to remain after the public has 
been excluded for the reasons stated. 

Chief Executive (Paddy Clifford), Chief Financial Officer (Grant Elliott), General 
Manager, City Enterprises (Ray McIndoe), General Manager, City Future 
(Sheryl Bryant), General Manager, City Networks (Ray Swadel), General 
Manager, Customer Services (Peter Eathorne), General Manager, Libraries and 
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Community Services (Debbie Duncan), Human Resources Manager (Wayne 
Wilson) and Strategic Communications Manager (Mark Torley) because of 
their knowledge and ability to provide the meeting with advice on matters 
both from an organisation-wide context (being members of the Council’s 
Management Team) and also from their specific role within the Council. 

Legal Counsel (John Annabell), because of his knowledge and ability to provide 
the meeting with legal and procedural advice. 

Governance and Support Team Leader (Kyle Whitfield) and Committee 
Administrators (Penny Odell and Rachel Corser), because of their knowledge 
and ability to provide the meeting with procedural advice and record the 
proceedings of the meeting. 

< add officers who are authors of reports or their substitutes > because of their 
knowledge and ability to assist the meeting in speaking to their report and 
answering questions, noting that such officer will be present at the meeting 
only for the item that relate to their respective report. 

<add third parties, e.g. authors of third party reports being considered>, 
because of their knowledge and ability to assist the meeting in speaking to 
their report/s [or other matters as specified] and answering questions, noting 
that such person/s will be present at the meeting only for the items that relate 
to their respective report/s [or matters as specified]. 
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PALMERSTON NORTH CITY COUNCIL 
 

Minutes of the Audit and Risk Committee Meeting Part I Public, held in the 
Council Chamber, First Floor, Civic Administration Building, 32 The Square, 
Palmerston North on 28 November 2016, commencing at 9.00am. 

Members 
Present: 

Councillor Vaughan Dennison (in the Chair) and Councillors Brent Barrett, 
Susan Baty, Rachel Bowen, Gabrielle Bundy-Cooke, Lew Findlay QSM, Leonie 
Hapeta, Jim Jefferies, Lorna Johnson, Karen Naylor, Bruno Petrenas and 
Aleisha Rutherford. 

Apologies: The Mayor (Grant Smith) (for lateness) and Councillors Adrian Broad (early 
departure on Council Business) and Tangi Utikere (for lateness)  

Councillor Duncan McCann entered the meeting at 11.23am when the 
meeting resumed. He was not present for clause 24. 

Councillor Tangi Utikere entered the meeting at 11.23am when the meeting 
resumed. He was not present for clause 24.  

The Mayor (Grant Smith) entered the meeting at 11.23am when the meeting 
resumed. He was not present for clause 24. 

Councillor Adrian Broad was not present when the meeting resumed at 
11.23am. He was not present for clauses 25 to 31 inclusive.  

Councillor Lew Findlay was not present when the meeting resumed at 
11.23am. He entered the meeting at 11.43am during consideration of clause 
27.  He was not present for clauses 25 to 26 inclusive. 

 
24-16 Apologies 

 Moved Vaughan Dennison, seconded Susan Baty. 

The COMMITTEE RESOLVED 

1. That the Committee receive the apologies. 

 Clause 24.1 above was carried 13 votes to 0, the voting being as follows: 

For: 
Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Gabrielle Bundy-Cooke, 
Vaughan Dennison, Lew Findlay QSM, Leonie Hapeta, Jim Jefferies, Lorna Johnson, Karen 
Naylor, Bruno Petrenas and Aleisha Rutherford. 

  
The meeting adjourned at 9.01am 
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The meeting resumed at 11.23am 
 
Note: when the meeting resumed The Mayor (Grant Smith) and Councillors Duncan McCann and Tangi Utikere 
were present. Councillors Adrian Broad and Lew Findlay were not present. 

 
25-16 What is Internal Audit and Risk Management - An Overview 

Presentation, dated 16 November 2016, by Vivian Watene. 

 Moved Vaughan Dennison, seconded Bruno Petrenas. 

The COMMITTEE RESOLVED 

1. That the Audit and Risk Committee receive the presentation for 
information. 

 Clause 25.1 above was carried 14 votes to 0, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Leonie Hapeta, Jim Jefferies, Lorna Johnson, Duncan 
McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi Utikere. 

    
 26-16 Public Participation at Meetings 

Memorandum, dated 9 November 2016, from the Committee Administrator, 
Rachel Corser. 

 Moved Vaughan Dennison, seconded Aleisha Rutherford. 

The COMMITTEE RESOLVED 

1. That the Audit and Risk Committee set aside a public comment section of 
not more than 30 minutes at the commencement of each ordinary 
meeting of the Committee to provide members of the community the 
opportunity to comment. 

 Clause 26.1 above was carried 14 votes to 0, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Leonie Hapeta, Jim Jefferies, Lorna Johnson, Duncan 
McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi Utikere. 

 
27-16 Health and Safety - July - September 2016 

Memorandum, dated 3 November 2016, from the Human Resources Manager, 
Wayne Wilson. 

Councillor Lew Findlay entered the meeting at 11.43am 

 Moved Vaughan Dennison, seconded Bruno Petrenas. 

The COMMITTEE RESOLVED 

1. That the Audit and Risk Committee note the information contained within 
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the memorandum dated 3 November 2016 entitled ‘Health and Safety July 
– September 2016.’  

 Clause 27.1 above was carried 14 votes to 1, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Lew Findlay QSM, Jim Jefferies, Lorna Johnson, Duncan 
McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi Utikere. 

Against: 
Councillor Leonie Hapeta. 

 
28-16 Audit New Zealand Report to Council for the year ended 30 June 2016 

Memorandum, dated 18 November 2016, from the Financial Accountant, Keith 
Allan. 

 Moved Vaughan Dennison, seconded Bruno Petrenas. 

The COMMITTEE RESOLVED 

1. That the Committee receive the 2016 final Audit Management Report. 

 Clause 28.1 above was carried 15 votes to 0, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Lew Findlay QSM, Leonie Hapeta, Jim Jefferies, Lorna 
Johnson, Duncan McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi 
Utikere. 

 
29-16 Management Agreed Audit Corrective Actions - Timeline Missed 

Memorandum, dated 28 October 2016, from the Senior Internal Auditor, 
Vivian Watene. 

 Moved Vaughan Dennison, seconded Karen Naylor. 

The COMMITTEE RECOMMENDS 

1. That the Committee receive the Memorandum dated 28 October 2016 
entitled ‘Management Agreed Audit Corrective Actions – Timeline Missed’ 
for information. 

2.  That the Chief Executive be instructed to report a Business Continuity Plan 
Status Report to the next Audit and Risk Committee meeting in February 
2017. 

 Clause 29-16 above was carried 15 votes to 0, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Lew Findlay QSM, Leonie Hapeta, Jim Jefferies, Lorna 
Johnson, Duncan McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi 
Utikere. 
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30-16 New Audit Review - Planning Services Revenue Process 

Memorandum, dated 1 November 2016, from the Senior Internal Auditor, 
Vivian Watene. 

 Moved Vaughan Dennison, seconded Bruno Petrenas. 

The COMMITTEE RESOLVED 

1. That the Committee receive the Memorandum dated 1 November 2016 
entitled ‘New Audit Review – Planning Services Revenue Process’ and its 
Appendix. 

2. That the Committee note the audit issues and the related management 
responses to the audit recommendations. 

 Clauses 30.1 to 30.2 above were carried 15 votes to 0, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Lew Findlay QSM, Leonie Hapeta, Jim Jefferies, Lorna 
Johnson, Duncan McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi 
Utikere. 

 Moved Susan Baty, seconded Vaughan Dennison. 

3. That a report for uninvoiced items be presented to the next Audit and Risk 
Committee meeting in February 2017. 

 Clause 30.3 above was carried 15 votes to 0, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Brent Barrett, Susan Baty, Rachel Bowen, Gabrielle 
Bundy-Cooke, Vaughan Dennison, Lew Findlay QSM, Leonie Hapeta, Jim Jefferies, Lorna 
Johnson, Duncan McCann, Karen Naylor, Bruno Petrenas, Aleisha Rutherford and Tangi 
Utikere. 

        

31-16 Minutes of the Audit and Risk Committee meeting of 16 May 2016 [Part II 
Confidential] 

 Moved Vaughan Dennison, seconded Bruno Petrenas. 

The COMMITTEE RESOLVED 

1. That the minutes of the meeting held on 16 May 2016 [Part II 
Confidential] be confirmed as a correct record, subject to the removal of 
Councillor Lew Findlay from members present.  

 Clause 31.1 above was carried 9 votes to 0, with 6 abstentions, the voting being as follows: 

For: 
The Mayor (Grant Smith) and Councillors Susan Baty, Rachel Bowen, Vaughan Dennison, 
Leonie Hapeta, Jim Jefferies, Duncan McCann, Bruno Petrenas and Aleisha Rutherford. 
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Abstained: 
Councillors Brent Barrett, Gabrielle Bundy-Cooke, Lew Findlay QSM, Lorna Johnson, Karen 
Naylor and Tangi Utikere. 

 

The meeting finished at 12.57pm 
 

Confirmed 20 February 2017 

 

 

 
Chairperson 
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ITEM
 5

 

MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Health and Safety - October - December 2016 

DATE: 7 February 2017 

AUTHOR/S: Wayne Wilson, Human Resources Manager, Headquarters  
 

 
RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE 

1. That the Audit and Risk Committee note the information contained within this report. 

 
 

 

Report 

This report covers the period 1 October to 31 December 2016.  The information included in 
this report is discussed at the appropriate H&S Committee, the Main H&S Committee and 
Management Team.   

Risks and Control Plans 

Work has continued with identifying and assessing the significance of the risks present at 
Council worksites. 

Hazards, Incidents and Near Misses Reported 

For the quarter the following was reported   Previous Quarter 

      Dec  Sep   

 Hazards     15  21   

 Incidents    31  45   

 Near Misses    67  24   

 Lost Time    211.72 days 134.4 days  

 Lost Time Injuries   13  8   

 

There has been a significant increase in Injuries and the amount of time staff have taken off 
to recover.  Most of the accidents seem quite minor in terms of what happened (eg climbing 
off a ladder, putting Knapsack on, stepping in a hole etc) but the impact on the time to 
recover has been significant. This reinforces our policy of reporting all incidents and 
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investigating them fully.  There has also been an increase in reported near misses which is 
positive as we can use this information to prevent more serious incidents. 

None of the hazards or incidents in the quarter were identified as requiring notification to 
Worksafe. The Council is required to notify Worksafe if there is a death, notifiable incident 
or a notifiable illness or injury.  Examples are serious spinal, eye, head, burn or laceration, 
amputation, injury or illness requiring hospitalisation, or hospitalisation within 48 hours, or 
someone has been exposed to a serious and immediate risk. 

Investigations 

Councillors have been informed by Ray McIndoe, General Manager City Enterprises, of an 
issue raised by Worksafe in regards to the removal of asbestos from a Council building.  
Worksafe issued a prohibition notice to stop work whilst an investigation was undertaken by 
them.  This resulted in 2 Improvement Notices being issued.   

1. PCBU to implement an effective system to assess the risks and put in place adequate 

controls associated with Asbestos containing material handling and removal work 

in accordance with Health and Safety at Work (Asbestos) Regulations 2016. 

This is on track for completion 

2. Implement an effective system to ensure workers involved in Asbestos handling or 

remedial work for the PCBU are adequately trained, knowledgeable and 

experienced or supervised to do so in accordance with Regulation 9 of the Health 

and Safety at Work (General Risk and Workplace Management) Regulations 2016. 

This improvement notice has been completed with further training being provided to a 

number of Council staff. 

The Council was also fined $9,000 by Worksafe. 

The Council also investigated the incident.  The resulting report contained 20 
recommendations which the Chief Executive has approved for action.  The main 
recommendation was to have an independent consultant review our processes and 
procedures.  It was always intended for this to occur in a staged manner as we changed 
processes and procedures relating to the new Act.  A suitable consultant is currently being 
sourced to undertake the recommended review.  Of the other 19 recommendations 2 were 
specific to the incident and the others related to generis H&S processes that are in place but 
will be reviewed. 

In regards to asbestos the Council has for many years followed a procedure of 
subcontracting to an external specialist company to inspect, identify and report on 
suspected asbestos materials.  Once identified another specialist company is subcontracted 
to undertake the work.  In this case the asbestos was identified by the external expert but 
due to unavailability of removal experts a decision was made to undertake the work by 
Council staff.  In hindsight this was an error in judgement as whilst Council staff had 
received training, this was not to the standard required and their experience in this task was 
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not sufficient to undertake the level of work this job required.  This was partly as a result of 
misinterpretation of the Asbestos Regulations. 

As stated above a number of staff have received training in asbestos removal and another 
group received training on the asbestos regulations.  An expert has been retained to 
supervise asbestos work undertaken by Council employees. 

Previous Investigations 

Number of Recommendations    4 

Number of Recommendations Completed  4 

General 

City Enterprises has purchased People Safe software to assist with their H&S Management. 

 

 

ATTACHMENTS 

Nil  
 
Wayne Wilson 
Human Resources Manager 
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MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Planning Service Revenue Process - Uninvoiced Monitoring 

DATE: 20 January 2017 

AUTHOR/S: Simon Mori, Head of Planning Services, Customer Services  
 

 

    RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE 

1. That the Audit and Risk Committee receive the information 

 
 

 

1. ISSUE 

As a result of an audit of Planning Services Revenue Process it was determined some 
monitoring inspections had not yet been invoiced.  A check of the process has found that 
inspection fees are not being invoiced until the consent holder has complied with all 
condition/s of a resource consent.  This has meant, in some cases, that inspections have 
been carried out but the consent holders have not been invoiced for months after the 
inspection/s or in some cases up to 3 years after the inspection/s. 

Currently there are 69 inspections that have been carried out across 25 consents that have 
yet to be invoiced.  Inspection fees vary from $130 to $153 per inspection resulting in a total 
of $9,858 that is outstanding. 

2. BACKGROUND 

At the 28 November 2016 Audit and Risk Committee meeting the Committee received a 
Memorandum by Vivian Watene entitled “New Audit Review – Planning Services Revenue 
Process” dated 1 November 2016.  This memorandum identified the above issue as Audit 
issue 4 “The monitoring and inspection fees and the related inspections process disjointed”. 

The Committee resolved: 

“That a report for un-invoiced items be presented to the next Audit and Risk Committee 
meeting in February 2017.” 
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Information was particularly sought regarding the approach to be taken in communicating 
with the consent holders to seek payment. 

Many resource consent applications include conditions that need to be monitored.  Typically 
the conditions require something physical to be carried out by the consent holder e.g. 
construct a car park, landscape strip or put in some planting.  These conditions are 
monitored and inspected by Council’s Monitoring and Enforcement Officer. 

In these resource consents the following standard monitoring fee condition has been 
imposed.   

The consent holder shall pay to the Council an initial fee of $306 for the costs 
associated with the monitoring of this resource consent in accordance with Section 
36 of the Resource Management Act 1991. 

That a fee will be payable by the consent holder for any subsequent monitoring of the 
conditions of this consent.  This fee is set in accordance with Section 36(1)(c) of the 
Resource Management Act 1991. 

Note: The current fee for monitoring is set at $153 per hour.  This amount may alter 
in the future if fees are reviewed.  The monitoring fee charged will be the fee 
applicable at the time of monitoring, and will be charged on each additional 
inspection or hour of work undertaken until full compliance with consent conditions is 
achieved.   

The $306 covers two inspections and is paid by the consent holder at the time the consent is 
issued.  As the inspections have yet to be carried out when the $306 is paid to Council this 
money sits in a “holding account”.  When the Monitoring and Enforcement Officer carries 
out an inspection then money is drawn from the “holding account” and credited into a 
Planning Services account. 

If a third, fourth or fifth (or more) inspection is required, the invoicing for these inspections 
is not undertaken until compliance has been achieved. 

The draw down from the holding account into the Planning Services account however does 
happen immediately after the inspection has been carried out.  This means that money is 
drawn out of the holding account for inspections that have not been invoiced.  This has led 
to the “holding account” occasionally falling into debit balance i.e. hours of inspections 
drawn down is greater that the hours of inspections invoiced. 

3. NEXT STEPS 

The Head of Planning Services to organise the immediate issuing of invoices to the 25 
consent holders for the 69 inspections that have already been carried out.  These invoices 
will be sent out with a standard letter that will explain why the invoice has been sent. 
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In regard to future inspections Planning Services will develop a process whereby invoices 
will be sent to consent holders for inspections that have not been paid in advance within 
one month of the inspection being carried out.  A standard letter will also be sent out with 
these invoices to explain the reason for the invoice. 

Invoicing monthly will mean the “holding account” will not go into a debit balance. 

The monthly invoicing and letter is also likely to motivate the consent holder into complying 
with their consent conditions as they can see up front the cost of each inspection. 

 

 

ATTACHMENTS 

Nil  
 
Simon Mori 
Head of Planning Services 
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MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Revised Internal Audit Charter - 2017 

DATE: 5 December 2016 

AUTHOR/S: Vivian Watene, Senior Internal Auditor, City Corporate  
 

 
RECOMMENDATION(S) TO COMMITTEE 

1. That the Committee endorse the revised Internal Audit Charter enclosed in Appendix 
A. 

2. That the Chairperson of the Committee sign the Internal Audit Charter on behalf of the 
Committee. 

 
 

 

ISSUE 

1. To comply with the International Standards for the Professional Practice of Internal 

Auditing (Standards), an Internal Audit Charter must be approved by the senior 
management and the Audit and Risk Committee (or its equivalent). 

BACKGROUND 

2. An Internal Audit Charter is a formal document which defines the internal audit 

activity’s purpose, authority, and responsibility.  The Council’s Internal Audit Charter 
was approved by the last term’s Audit & Risk Committee and the Chief Executive in 
February 2014. 

3. With the new term of Council now in place, and to comply with the Standards, the 

Internal Audit Charter needs to be signed by the new Chairperson of the Audit and 
Risk Committee to maintain its currency. 

4. The changes made are of a cosmetic nature and are minor.  These changes are 

tracked for easy reference.   

NEXT STEPS 

5. The Chairperson of this Committee to sign the Internal Audit Charter. 
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6. Internal Audit will carry out the Internal Audit functions in accordance with the 

approved Internal Audit Charter.  

 

ATTACHMENTS 

1. Appendix A - Revised Internal Audit Charter ⇩   
   
 
Vivian Watene 
Senior Internal Auditor 

  

  
 

AR_20170220_AGN_4667_AT_files/AR_20170220_AGN_4667_AT_Attachment_12428_1.PDF
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MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Internal Audit 3 Year Plan 2017/18 to 2019/20 

DATE: 24 January 2017 

AUTHOR/S: Vivian Watene, Senior Internal Auditor, City Corporate  
 

 
RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE 

1. That the Internal Audit 3 Year Plan 2017/18 to 2019/20 as described in paragraphs 11, 
12, 13 and 15 be endorsed. 

 
 

 

Issue 

1. In accordance with the International Auditing Standards, an Internal Audit Plan 
should be prepared and reviewed yearly to ensure it continues to meet the 
organisation’s current needs. 

2. The Palmerston North City Council Internal Audit 3-year Plan process is generally 
aligned with the 3 yearly Local Government elections cycle.     

Background 

3. In December 2016 after the October 2016 Local Government elections, the 
stakeholders were invited to rank a list of 77 possible audit projects from the audit 
universe.   

4. Ninety two percent of the stakeholders responded to the ranking exercise.  This is 
a good response and it has exceeded expectations. 

5. Some 81% of the 77 projects in the audit universe have been audited at least once 
in the past decade. Of these, 65% have been audited more than once. 

6. The stakeholders for this exercise were the Audit and Risk Committee members, 
the Management Team members and the Internal Audit staff. 
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7. Through the ranking process, the stakeholders suggested the following possible 
reviews.  Management has considered these possible reviews and its decisions are 
included in the brackets after each suggestion as follows: 

1) Benching efficiency and performance against other Councils (Department 
of Internal Affairs has had benchmarking initiatives e.g. Standardised 
Reporting Requirements, and Administrative & Support Services 
Benchmarking exercise)   

2) Performance against Strategy (Monitoring reports in the Quarterly and 
Annual Reports) 

3) Contract performance against the contract specifications (This can be 
included in paragraph 15.8 as a sample)  

8. The stakeholders were requested to rank the projects in the order of importance 
based on, but not limited to, the following guiding risk factors: 

1) Gut feel/ intuition   

2) Time since last audit  

3) Opportunity for Fraud  

4) Staff turnover (if known) 

5) Volume & size of systems and procedure  

6) Complexity of systems and procedures 

9. The following lists are based on the stakeholders’ ranking. The Senior Internal 
Auditor’s judgement has also been exercised especially when 2 or more projects 
hold the same ranking.  The figures in the brackets are the number of counts 
where the stakeholders have ranked for these particular projects to be carried out 
in the first year of the 3-Year Plan. 

10. Based on the resources available, 6 new projects and 8 routine reviews each year 
have been allowed for in the Plan.  The new projects for each of the three years 
are set out in paragraphs 11 to 13.  The routine yearly reviews are listed in 
paragraph 15.   
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11. Suggested Year 1 (2017/18) Projects are:   

1) Accounts Receivable and Aged Debtors Management (16) 

2) Rates Activity (14) 

3) Landfills Revenue Collection (13) 

4) Trade Waste Revenue (13)  

5) Earthquake Strengthening (11) (This review is subject to the timing of the 

legislation) 

6) Animal Control Revenue Collection Process Revenue (10) 

7) Health and Safety Policy and Procedures Compliance (9) 

12. Suggested Year 2 (2018/19) Projects are:   

1) Leased Carparks Revenue (10) 

2) Arena Manawatu Revenue Collection Process Revenue (10) 

3) Capital Expenditure Plan (10) 

4) Fixed Assets (10) 

5) Grant/Subsidy Revenue (9) 

6) IT Security (9) 

13. Suggested Year 3 (2019/20) Projects are:   

1) Councillor Payments (9) 

2) Commercial Property Rental Revenue (8) 
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3) Convention Centre Revenue (8) 

4) Customer Service Centre Cash Collections (8) 

5) IT Disaster Recovery (8) 

6) Contract Tendering (8) 

14. The following projects are listed to assist with decision making if the Committee 
wishes to reprioritise or remove some projects from Years 1, 2 or 3 as suggested 
above.   

1) Water Meter Reading and Billing (7) 

2) General IT Control (7) 

3) Payroll (7) 

15. The stakeholders have reaffirmed the yearly routine audits.  They are as follows:   

1) Follow Up  on the agreed corrective actions on the past internal audit 

reviews 

2) Weekly payroll master file changes audit   

3) Credit Cards payment audit  

4) Staff Disbursements & Sensitive Expenditure audit 

5) Cash Spot Checks  

6) Accounts Payable and Receivables Data Analysis 

7) Journals (Authorisations and supporting documents) 

8) Miscellaneous sample checks  
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16. The Internal Audit Universe used for the ranking exercise is included as Appendix A 
for completeness. 

Next Step 

17. To carry out the first year of the Internal Audit 3 Year Plan in 2017/18 as approved 
by this Committee.  

18. To review Years 2 and 3 of this 3 Year Plan prior to the commencement of 2018/19 
and 2019/20 respectively.  

 

 

 

ATTACHMENTS 

1. Appendix A to Internal Audit 3 Year Plan 2017/18 to 2019/20 ⇩   
   
 
Vivian Watene 
Senior Internal Auditor 
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MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Risk Management Progress YTD December 2016 

DATE: 25 January 2017 

AUTHOR/S: Vivian Watene, Senior Internal Auditor, City Corporate  
 

 
RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE 

1. That the Committee receive note the risk management progress made to the Strategic 
and Operational Risk Profiles. 

2. That the Committee note the residual risk for Operational Risk 15 is forecasted as 
‘High’ rather than previously predicted ‘Medium’.  

 
 

 

ISSUE 

1. To inform the Committee the risk management progress on both the key Strategic 
Risk and key Operational Risk Profiles. 

2. The Audit and Risk Committee requested that the residual risk for these key risks is 
reassessed at each reporting period.  

BACKGROUND 

3. The risk management progress on the key Operational and Strategic Risks is reported 
to this Committee on a 6 monthly basis.   

4. The key Risks are, however, monitored by the Management Team 6 monthly for the 
key Strategic Risks and quarterly for the key Operational Risks.   

5. The Management Team has resolved that it has adequately managed the key risks in 
these two Risk Profiles.  

6. The Council reviews the Strategic Risks Profile 3 yearly in alignment with the 
Council’s 10 Year Plan planning cycle.  The Operational risks Profile is reviewed 
annually. 
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Strategic Risks (Appendixes A, B and C) 

7. The December 2016 year to date progress set out in Appendix A is a summation of 
the current statuses and the likely outcomes of these Strategic Risks identified in 
August 2015.   

8. Appendix A also outlines what the organisation has been doing to mitigate the risks 
in the last 18 months since the key risks were identified. 

9. Appendix B shows the reassessed Residual Risk Statuses for these key Strategic Risks 
mid-way through a 3 year time span. Appendix B also shows, among other things, 
the main Strategies and actions in place to manage these risks and what would 
success look like if these risks were managed well.   

10. Apart from one risk, Risk 77, ‘Lack of Vibrancy in the CBD’, the residual risk for other 
strategic risks at YTD December 2016 has not moved significantly enough to be 
evident on the Risk Matrix (Appendix C).   

11. For Risk 77, the likelihood that the CBD lacks vibrancy is thought to have reduced 
from ‘likely’ to ‘moderate’ due to the various initiates and successful activities in 
place.  

12. The forecasted June 2018 residual risk statuses are deemed achievable (Appendix C).  

Operational Risks (Appendixes D and E) 

13. Appendix D is the year to date progress on the 4 key Operational risks.      

14. At the reporting periods, all residual risks for the key Operational Risks have not 
moved significantly enough in 6 months from their Gross Risk statuses (Appendix E).  
However, except for Risk 15, the forecasted residual risk statues for all risks are 
deemed to be achievable at the end of the 2016/17 financial year.  

15. Risk 15 reads ‘Council does not deliver the capital (new and renewal) programmes 
within approved scope of works, planned timeframes and budget’. The desired 
Residual Risk ‘Medium’ Status forecasted for June 2017 was optimistic and the 
organisation does not look likely to reach that desired status (i.e. Medium risk = 
Moderate likelihood and moderate impact).  A more realistic Residual Risk for June 
2017 is re-pitched as ‘High’ i.e. it is likely to occur with a minor impact (Appendix E). 

16. There are various factors that could make Risk 15 become a real event rather than 
being merely a risk. Some of these factors are controllable by Management such as 
planning the project timelines and project cost estimations.  Other factors are ‘non-
controllable’ by Management when a project is relying on the external funding, or 
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the planned project timeline is interrupted due to the projects needing further 
approvals or pre-requisite events need to happen that are beyond management 
control. 

17. In November 2016, there were more than $5m capital projects identified that may 
be delayed or unable to proceed due to factors beyond managerial control.   

NEXT STEP 

18. This Committee will receive the next Risk Management Progress update in August 
2017.   

 

 

ATTACHMENTS 

1. Appendix A Strategic Risk Profile Word Picture ⇩   
2. Appendix B Strategic Risk Profile ⇩   
3. Appendix C Strategic Risk Matrix ⇩   
4. Appendix D Operational Risk Profile ⇩   
5. Appendix E Operational Risk Matrix ⇩   
   
 
Vivian Watene 
Senior Internal Auditor 
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Strategic Risk Profile – Gross Risk to Residual Risk 2015/16 -2017/18

(Gross and Residual  Risks  pitched in October 2015) 

Note: Risk  80 residual risk re-pitched for June 2016

Note: Risk 77 residual risk  re-pitched  for Dec 2016 
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Operational Risk Profile – Gross Risk to Residual Risk (at July 2016)

Note: Risk 15 Residual Risk for 30/6/17 reforcasted in December 2016
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MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Internal Audit Plan 2016/17 Progress Report  

DATE: 25 January 2017 

AUTHOR/S: Vivian Watene, Senior Internal Auditor, City Corporate  
 

 
RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE 

1. That the Committee receive this Memorandum and note the progress made to the 
2016/17 Internal Audit Plan. 

 
 

 

ISSUE 

1. In accordance with the Internal Audit Charter, this Memorandum informs the 
Committee the progress made on the 2016/17 Internal Audit Plan. 

PROGRESS STATUS  

2. Appendix A is a schedule of the 2016/17projects and their current progress status.   

3. Overall Management has agreed to implement 90% of the internal audit suggested 
improvements.  This percentage is a favourable outcome.   

4. Internal Audit has made a good progress in completing five out of eight reviews from 
the 2016/17 Internal Audit Plan as follows: 

1) Insurance Claims Management (reported to the Audit and Risk Committee in 

August 2016) 

2) Planning Service Revenue (reported to the Audit and Risk Committee in 

November 2016) 

3) Asset Management Planning (Appendix B) 

4) Social Housing Allocations and Rental Revenue (Appendix C) 

5) Development Contributions (To be reported to the Committee meeting in May 

2017) 
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5. The following paragraphs give a summarised update on the internal audit routine 
reviews.   

6. The weekly/fortnightly Payroll master file changes continued to be audited 
throughout the period.  We have followed up all issues and matters from our audits.   

7. We noted from the sample of credit card payments that the majority of the credit card 
holders accounted for their credit card expenses in a relatively timely manner.    

8. We did not come across any issues when sampling staff expenses disbursements.  This 
is an improvement from our previous checks.  We looked for a proper one-up 
authorisation, appropriate business purposes, and if a GST receipt and is attached.  

9. Management continues to carry out cash spot-checks on the Council’s cash handling 
sites.  This is a good business practice.  Generally, Management’s cash spot checks 
encountered minor issues, such as small amounts of over/under during the spot 
checks.  Management is yet to resolve the issue at a cash handling site where the 
Operator is said to use his own money as cash float.  The Transfer Station has no 
electricity supply, cash register and EFTPOS machine.   

10. Internal audit conducted its own spot check at one of the cash handling sites.  We 
found that individual accountability in this cash handling site is working as intended 
and the staff have followed the policy and procedures.  This is commendable. 

11. Internal Audit recommended several process improvement opportunities through the 
involvement of viewing the Closed Circuit Television (CCTV) video footage obtained at 
a Council facility for fraud evidence.        

12. We have not conducted the Accounts Payable and Receivables analytical review the 
usual desktop backend way of analysing a large data groups during this reporting 
period.  We have, however, worked from the front end with different groups of 
managers, system operators and practitioners to brainstorm on the possible gaps and 
weaknesses in the various Council systems and processes in Finance Division and the 
Customer Services Unit.  

13. These brainstorm sessions entitled ‘Can We Beat the Systems?” also discussed the 
internal controls that are currently in place and how these internal controls might be 
further enhanced and strengthened.     

14. The gaps and weaknesses identified during the above mentioned brainstorming 
sessions that are urgent and critical have been rectified.  Other improvements to the 
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existing internal controls have either been implemented or will be put into practice.  
All the brainstorm sessions are documented for future follow-up, where appropriate. 

15. We envisage the ‘Can We Beat the Systems?” brainstorm sessions will continue to 
cover the rest of the Council Units.  

16. We sampled some journal transactions for November 2016 from our accounting 
system.  All journals sampled complied with the following criteria.  This is a good and 
commendable outcome.    

1) Appropriateness  

2) Adequacy of supporting documents,  

3) Completeness, and 

4) Clarity of journals 

  

17. We conducted a spot check on the SuperGold Card Parking Permits issued to the 
SuperGold Card holders for the weekday morning free parking.  We noted some gaps 
in the process which need to be rectified.  We have also advised Management of the 
unaccounted for Permits.  

FOLLOW UP ON THE PRIOR AGREED CORRECTIVE ACTIONS  

18. Appendix D is a schedule of issues raised by Audit New Zealand after completing their 
audit on the Council’s 2015/16 Annual Report.  The schedule also contains 
Management comment, responsibility and status of any implementation. It includes 
from the report only those items requiring action.  Some of the issues raised this year 
were also the issues raised in the previous year’s audit. 

19. Appendix E is a schedule of suggested improvements from the prior internal audit 
reviews that have been followed-up recently.  It consist only those recommendations 
that Management has missed the agreed implementation timeline by 6 months or 
longer.  Several items have been removed from the schedule as they have now been 
implemented.  However, some new items have been added.   

20. Appendixes D and E are reported to the Committee quarterly as resolved in February 
2014.   

Next Step 

 

21. In May 2017, this Committee will receive an update on the audit follow-up similar to 
Appendixes D and E. 
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22. This Committee will receive the next Internal Audit progress update i.e. the Internal 
Audit Annual Report 2016/17, in August 2017 Committee meeting. 

 

 

 

 

ATTACHMENTS 

1. Appendix A 2016/17 Internal Audit Plan Progress Status ⇩   
2. Appendix B Asset Management Plan Process Audit Review ⇩   
3. Appendix C Social Housing Allocation and Rental Process Review ⇩   
4. Appendix D Audit NZ Recommemded Corrective Actions - 2015/16 

Annual Report ⇩  
 

5. Appendix E Internal Audit Management Corrective Actions - Timeline 
Missed ⇩  

 

   
 
Vivian Watene 
Senior Internal Auditor 
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MEMORANDUM 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Delegations Project 

DATE: 3 February 2017 

AUTHOR/S: Fiona Dredge, Business Development Executive, City Corporate  
 

 
RECOMMENDATION(S) TO COUNCIL 

1. That the new Delegations Manual as set out in Appendix 2 be adopted. 

 
 

 

1. ISSUE 

In November 2014 the Audit and Risk Committee considered a memorandum on the steps 
required to carry out a review of the Council’s Delegations Manual (“Manual”).  This memo 
proposes further updates to the Manual resulting from progress on the review since 
September 2016. 

Last September Council approved a change in approach to delegations made by Council to 
the Chief Executive.  The focus of this memo is on delegations made to other Council 
Officers.  These are the final changes proposed as a result of the Delegations Review with 
the exception of the formula to review the Specified Sum.  A marked up Delegations Manual 
containing all of the changes proposed in this memo is attached as Appendix 1.  A clean 
version with the proposed changes incorporated is set out in Appendix 2.   

2. BACKGROUND 

As mentioned previously, everything Council does is by delegation in that its functions, 
powers and duties derive from Parliament through empowering legislation.  Unless 
specifically prohibited by law, Council has discretion to assign its functions, powers, and 
duties to others.  Delegations made by Council are documented in the Manual. 

The Manual requires the effectiveness of delegation to be monitored and the system 
amended where necessary and notes that this is a key role of elected members. 

Last September Council adopted new delegations to the Chief Executive and these are 
documented in the Manual.  The Manual currently also contains a large number of 



 

 
 

PALMERSTON NORTH CITY COUNCIL 

 

P a g e  | 124 

ITEM
 1

1
 

delegations to officers other than the Chief Executive that set out what they are authorised 
to do under various statutes and regulations.  The Chief Executive is responsible for 
employing and directing staff.  It is therefore considered appropriate for the Chief Executive 
to determine these matters, as sub-delegations from him or her, where the law allows such 
sub-delegation.  For this reason, it is proposed to remove them from the Manual.  These 
comprise the bulk of the proposed changes and are marked up for deletion in Appendix 1 
from clause 233 onwards.  Certain statutes do not allow sub-delegation.  In those cases, 
authority for officers must remain as direct delegations from Council.   

If the proposed changes are adopted by Council, then six existing clauses containing 
requirements to report back on the exercise of the relevant delegation will be removed.  
These are marked up for deletion in Appendix 1 and are listed below: 

Clauses 233.5 and 235.5 require “Principal Managers” and “Each Other Officer” to 
report any decision to set, vary or waive any class of fee or charge “to the Chief 
Executive for transmittal to the Finance and Performance Committee”. 

Clause 240 requires the General Manager, City Networks to report to the Community 
Development Committee with recommendations in relation to space allocation in 
Council’s community agency houses and associated rental assistance grants. 

Clauses 242.1 and 245.3 and 251.3 require decisions to set, vary or waive fees or 
charges under the Resource Management Act 1991 to be reported “to the Chief 
Executive for transmittal to the Finance and Performance Committee if appropriate”. 

In considering the first and third bullet points above, it is important to note that the Chief 
Executive has a specific delegation from Council in regard to classes of fees and charges (see 
clause 216) and is required to report any exercise of that delegation to the Finance and 
Performance Committee.  He also has specific delegations from Council in regard to the 
waiver, remission or refund of individual fees and charges, in which he is limited to no more 
than 1% of the Specified Sum (see clauses 217 to 219).  If he chooses to sub-delegate any of 
those powers, he must still comply with any reporting requirements and any limitations on 
his own delegations i.e. he cannot sub-delegate a power that is greater than his own, or is 
not subject to the conditions (including reporting) on his authority.   

Delegations under the RMA must be made directly from Council.  To avoid any potential 
confusion, a new exclusion is proposed for officers who have broad delegations granted to 
them under that statute in the Manual, which replicates the limitation to remit fees in 
excess of 1% of the Specified Sum. 

In relation to the second bullet point above, this clause is out of date and predates the 
establishment of the current Hancock Community House.  Procedures for rental subsidies 
are covered under the Community Funding Policy which is administered by the Libraries and 
Community Services Unit. 
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The opportunity has been taken to re-order some of the existing clauses to make the 
document easier to navigate.  The definitions section has been moved near to the front of 
the Manual (clauses 140 to 142) and all existing delegations in relation to document signing 
and affixing of the common seal have been brought together into a new section (clauses 143 
to 162).  These signing clauses were previously contained in the sections that deal with 
delegations to the Mayor, Deputy Mayor, Councillors, Chief Financial Officer and Legal 
Counsel.  In addition, five clauses giving delegated authority to the Finance and Performance 
Committee, which were previously contained within the Contracts and Other Financial 
Matters section, have been moved to the section of the Manual that deals with delegations 
to that committee (clauses 174 to 178). 

Delegations made by Council to Committees are outside the scope of the review other than 
checking for consistency with the rest of the Manual and any necessary edits resulting from 
changes to the legislation and the like.  Two such amendments are included in Appendix 1 to 
ensure the Manual is current.  The first proposed amendment is to remove the reference to 
any appointments to Destination Manawatu Incorporated and Vision Manawatu Trust in 
clause 166.9.  The second proposed amendment is to delete clause 175 giving delegated 
authority to the Destination Manawatu and Vision Manawatu Appointment Panel.   

The Chief Executive’s broad delegation as mentioned above notes certain matters are 
reserved to Council and are therefore excluded from his or her authority.  The project team 
has now completed the review of all key statutes and regulations to the extent they affect 
delegations.  As a result, further exceptions are proposed to the Chief Executive’s broad 
authority.  These changes are marked up in Appendix 1 (see clause 203) and will ensure that 
the relevant powers are reserved to Council.  

Deleted clause 219 in Appendix 1 is an existing specific delegation in place to the Chief 
Executive in relation to claims under the Financial Assistance Package Scheme (leaky 
homes).  The Scheme expired in July 2016 and no new applications have been allowed since 
that date.  As there is only one leaky home claim still in the Council’s system and that one 
claim is covered by a specific Council resolution from 2014, it is proposed that the 
delegation to the Chief Executive is removed. 

Please note that not all clause number changes are marked up, nor are changes to the Table 
of Contents or formatting changes.   

In September 2016, Council requested that the reference to the Consumers Price Index (CPI) 
in the formula for adjusting the Specified Sum be changed to a “Local Government Price 
Index” (see formula in clause 141).  Research has shown that there is no Local Government 
Price Index published by Statistics New Zealand.  There is one available from Business and 
Economic Research Limited (BERL), a privately-owned New Zealand company.  However, the 
composition of indices used is not appropriate for the purpose of procurement.  The best 
alternative is to create a Palmerston North City Council Cost Index comprising a number of 
different source indices, if possible.  This exercise has not yet been done and will need to be 
reported back to the Audit and Risk Committee separately at a future date, once completed. 
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3. NEXT STEPS 

If the recommendation is approved by Council, a new cover page will be prepared and the 
new Delegations Manual will be published in electronic form and made available to Elected 
Members and staff as soon as possible. 

Looking forward, the Manual will continue to be maintained by the Governance and Support 
Team Leader in accordance with clause 139 in the Manual. 

 

 

ATTACHMENTS 

1. Appendix 1 Proposed New Manual with changes marked up ⇩   
2. Appendix 2 Proposed New Manual with changes inserted ⇩   
   
 
Fiona Dredge 
Business Development 
Executive 

  

  

AR_20170220_AGN_4667_AT_files/AR_20170220_AGN_4667_AT_Attachment_12471_1.PDF
AR_20170220_AGN_4667_AT_files/AR_20170220_AGN_4667_AT_Attachment_12471_2.PDF
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COMMITTEE WORK SCHEDULE 

TO: Audit and Risk Committee 

MEETING DATE: 20 February 2017 

TITLE: Committee Work Schedule 
 

 
RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE 

1. That the Audit and Risk Committee receive its Work Schedule dated February 2017. 

 

 

ATTACHMENTS 

1. Committee Work Schedule ⇩   
    

AR_20170220_AGN_4667_AT_files/AR_20170220_AGN_4667_AT_Attachment_12501_1.PDF
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