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AUDIT AND RISK COMMITTEE MEETING

20 November 2017

ORDER OF BUSINESS

The Audit and Risk Committee meeting coincides with the ordinary meeting of the Finance and

Performance Committee meeting. The format for the meeting will be as follows:

- Audit and Risk Committee will open and adjourn immediately to following Finance and

Performance Committee.

- Finance and Performance Committee will open, conduct its business and then close.

Apologies

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.

Public Comment

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

Confirmation of Minutes Page 7
“That the minutes of the Audit and Risk Committee meeting of 21 August
2017 Part | Public be confirmed as a true and correct record.”

Alter A Resolution Previously Passed Page 13

Memorandum, dated 27 October 2017 from the Senior Internal Auditor,
Vivian Watene.

LED Street Lighting Compliance Review Page 17

Report, dated 2 November 2017 from the Road Planning Team Leader,
David Lane.

Health and Safety July - September 2017 Page 33

Memorandum, dated 6 November 2017 from the Human Resources
Manager, Wayne Wilson.

Management Agreed Audit Corrective Actions Progress Status -
September 2017 Page 43

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

Two New Internal Audits - Earthquake Strengthening, and Accounts
Receivable and Aged Debtors Page 63

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

Delegations Manual - Amendment to Powers of Chief Executive Page 107

Memorandum, dated 3 November 2017 from the Legal Counsel, John
Annabell.
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Auditor Engagement and FY 2017 Final Management Report Page 109

Memorandum, dated 1 November 2017 from the Financial Accountant,
Keith Allan.

Committee Work Schedule Page 131

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:

Reason for passing this | Ground(s) under Section
resolution in relation 48(1) for passing this
to each matter resolution

General subject of each matter to
be considered

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 (Heather Shotter), 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
Community Services (Debbie Duncan), Human Resources Manager (Wayne
Wilson) and Communications and Marketing Manager (or their representative
(name)) 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.
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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, Carly Chang and Rachel Corser), because of their
knowledge and ability to provide the meeting with procedural advice and
record the proceedings of the meeting.

[Add Council Officers], 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], 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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Minutes of the Audit and Risk Committee Meeting Part | Public, held in the
Council Chamber, First Floor, Civic Administration Building, 32 The Square,
Palmerston North on 21 August 2017, commencing at 9.00am.

Members
Present:

Apologies:

Councillor Vaughan Dennison (in the Chair), The Mayor (Grant Smith) and
Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Gabrielle
Bundy-Cooke, Lew Findlay QSM, Leonie Hapeta, Jim Jefferies, Lorna Johnson,
Duncan McCann, Karen Naylor and Bruno Petrenas

Councillors Leonie Hapeta (late arrival on Council Business), Aleisha Rutherford and
Tangi Utikere.

The Mayor (Grant Smith) left the meeting at 11.47am during consideration of clause 20. He
was not present for clauses 20 to 26 inclusive.

Councillor Gabrielle Bundy-Cooke left the meeting at 1.02pm during consideration of clause
23. She was not present for clauses 23.2 to 26 inclusive.

17-17

Apologies
Moved Vaughan Dennison, seconded Bruno Petrenas.

The COMMITTEE RESOLVED

1. That the Committee receive the apologies.
Clause 17.1 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, Adrian
Broad, Gabrielle Bundy-Cooke, Vaughan Dennison, Lew Findlay QSM, Leonie Hapeta, Jim
Jefferies, Lorna Johnson, Duncan McCann, Karen Naylor and Bruno Petrenas.

The meeting adjourned at 9.01am.
The meeting resumed at 11.18am.

When the meeting resumed Councillor Leonie Hapeta was not present.

18-17

Confirmation of Minutes
Moved Vaughan Dennison, seconded Bruno Petrenas.

The COMMITTEE RESOLVED

1. That the minutes of the Audit and Risk Committee meeting of 15 May
2017 Part | Public be confirmed as a true and correct record.
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Clause 18.1 above was carried 13 votes to 0, the voting being as follows:

For:

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

19-17 Health and Safety April - June 2017
Memorandum, dated 3 August 2017 from the Human Resources Manager,
Wayne Wilson.

Moved Vaughan Dennison, seconded Karen Naylor.
The COMMITTEE RESOLVED

1. That the information contained within the report titled “Health and Safety
April — June 2017” and dated 3 August 2017 from the Human Resources
Manager, Wayne Wilson, be noted.

Moved Lorna Johnson, seconded Vaughan Dennison.

2. That ongoing training in Health and Safety be introduced for staff and
reported on at future Audit and Risk Committee meetings.

Clause 19-17 above was carried 13 votes to 0, the voting being as follows:

For:

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

20-17 Business Continuity Planning PNCC update
Memorandum, dated 27 July 2017 from the Head of Emergency Management,
Stewart Davies.

The Mayor (Grant Smith) left the meeting at 11.47am.

Moved Vaughan Dennison, seconded Gabrielle Bundy-Cooke.
The COMMITTEE RESOLVED

1. That the report titled “Business Continuity Planning PNCC update” and
dated 27 July 2017 from the Head of Emergency Management, Stewart
Davies, be noted.

2. That Business Continuity Planning update be reported to the Committee
six monthly.
Clause 20-17 above was carried 12 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, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen
Naylor and Bruno Petrenas.
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Internal Audit 2016/17 Annual Report
Memorandum, dated 10 July 2017 from the Senior Internal Auditor, Vivian
Watene.

Moved Jim Jefferies, seconded Bruno Petrenas.

The COMMITTEE RECOMMENDS

1. That the satisfactory completion of the 2016/17 Internal Audit Plan, on
time and within budget be noted.

2. That the Chief Executive review the risks around having to implement
Business Continuity Planning and the measure in place to protect Council
from these risks.

3. That this be reported to the Audit and Risk Committee by the end of this
year.

Clauses 21.1 to 21.3 above were carried 12 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, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen
Naylor and Bruno Petrenas.

Moved Brent Barrett, seconded Bruno Petrenas.

4. That the Chief Executive be instructed to develop a draft policy on
appropriate use of closed circuit television and other remote means of
monitoring, and report back to Council.

Clause 21.4 above was carried 12 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, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen
Naylor and Bruno Petrenas.

Risk Management Progress YTD June 2017
Memorandum, dated 20 July 2017 from the Senior Internal Auditor, Vivian
Watene.

Moved Vaughan Dennison, seconded Bruno Petrenas.

The COMMITTEE RESOLVED

1. That Management’s risk management progress made to the Strategic and
Operational Risk Profiles be noted.

2. That the Year-to-Date Residual Risk status for the key Strategic and
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Operational risks be noted.
Clause 22-17 above was carried 12 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, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen
Naylor and Bruno Petrenas.

Operational Risk Profile Review 2017
Memorandum, dated 11 July 2017 from the Senior Internal Auditor, Vivian
Watene.

Moved Susan Baty, seconded Brent Barrett.

The COMMITTEE RESOLVED

1. That R.15 remain as almost certain and that “budget excluding those
programmes which are subject to third party funding” to be deleted
from risk.

Clause 23.1 above was carried 10 votes to 2, the voting being as follows:

For:
Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Gabrielle Bundy-Cooke,
Vaughan Dennison, Lew Findlay QSM, Jim Jefferies, Duncan McCann and Bruno Petrenas.

Against:
Councillors Lorna Johnson and Karen Naylor.

Councillor Gabrielle Bundy-Cooke left the meeting at 1.02pm.

24-17

Moved Vaughan Dennison, seconded Bruno Petrenas.

2. That the outcome of Management’s review of its Operational Risk Profile
be noted.

Clause 23.2 above was carried 11 votes to 0, the voting being as follows:

For:
Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Vaughan Dennison, Lew
Findlay QSM, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen Naylor and Bruno Petrenas.

FY 2017 Audit Interim Management Report
Memorandum, dated 27 July 2017 from the Financial Accountant, Keith Allan.
Moved Vaughan Dennison, seconded Susan Baty.

The COMMITTEE RESOLVED

1. That the report titled “FY 2017 Audit Interim Management Report” and
dated 27 July 2017 from the Financial Accountant, Keith Allan, be received.

Clause 24.1 above was carried 11 votes to 0, the voting being as follows:

For:
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Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Vaughan Dennison, Lew
Findlay QSM, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen Naylor and Bruno Petrenas

Moved Brent Barrett, seconded Vaughan Dennison.
Note:
On a motion: That the Chief Executive be directed to bring issues that management disagree

with Audit New Zealand recommendations to Council for approval. The motion was lost 4
votes to 7, the voting being as follows:

For:
Councillors Brent Barrett, Rachel Bowen, Lew Findlay QSM and Duncan McCann.

Against:
Councillors Susan Baty, Adrian Broad, Vaughan Dennison, Jim Jefferies, Lorna Johnson and
Karen Naylor and Bruno Petrenas.

Auditor Engagement
Memorandum, dated 27 July 2017 from the Financial Accountant, Keith Allan.

Moved Jim Jefferies, seconded Karen Naylor.

The COMMITTEE RECOMMENDS

1. That Council receive the Audit Proposal and Engagement letters for the
years ending 30 June 2017, 2018 and 2019 and that Council note the
appointment of Audit New Zealand as Auditors and approve acceptance of
the letters by the Mayor, except for the audit fee which is be to subject to
further negotiation by the Chief Executive and report back to Council.

Clause 25.1 above was carried 11 votes to 0, the voting being as follows:

For:
Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Vaughan Dennison, Lew
Findlay QSM, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen Naylor and Bruno Petrenas

Committee Work Schedule

Moved Vaughan Dennison, seconded Bruno Petrenas.

The COMMITTEE RESOLVED

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

Clause 26.1 above was carried 11 votes to 0, the voting being as follows:

For:
Councillors Brent Barrett, Susan Baty, Rachel Bowen, Adrian Broad, Vaughan Dennison, Lew
Findlay QSM, Jim Jefferies, Lorna Johnson, Duncan McCann, Karen Naylor and Bruno Petrenas.

The meeting finished at 1.41pm

Confirmed 20 November 2017
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Chairperson
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MEMORANDUM

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: Alter A Resolution Previously Passed

DATE: 27 October 2017

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

RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE

1. That the Committee approve the correction to the Resolution clause 23-17 of the
August 2017 Audit and Risk Committee meeting to read ‘That Risk 15 residual risk
remain as critical (i.e. Likelihood: Almost Certain; Impact: Moderate), and

2. That “excluding those programmes which are subject to third party funding” to be
deleted from the risk description.’

ISSUE

3. In accordance with the Palmerston North City Council Standing Orders Section 3.9.18
entitled Local Authority May Revoke or Alter Any Previous Resolution. This
Memorandum seeks to alter a resolution (23-17) passed in August 2017 by this
Committee.

BACKGROUND

4. At the August 2017 Audit and Risk Committee, the Committee considered the Agenda
item 9 entitled: Operational Risk Profile Review 2017. Councillor Baty moved a motion
which was seconded by Councillor Barrett.

5. The trigger of the said motion was a result of the Committee deliberating on the

Management Team (MT) suggested changes (in bold writing) made to the Risk
Description 15, contained in the said Agenda item 9, which read ‘Council does not deliver
the capital (new and renewal) programmes within approved scope of works, planned
timeframes and budget excluding those programmes which are subject to third party
funding.’
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6. The MT had proposed the Gross Risk for Risk 15 as Critical (on the Red Square with
Almost Certain as the Likelihood and Moderate as the Impact).

7. With the appropriate risk treatments, the MT forecasted that the Residual Risk for Risk
15 at the end of June 2018 will reduce to High (on the Orange Square with Likely as the
Likelihood and Minor as the Impact) as illustrated on the Matrix below:

Almost Certain

Likely
(m]
8 Critical Risk
T M High Risk
= oderate
— Medium Risk
g Low Risk
=

Unlikely

Rare

IMPACT

8. However, Councillor Baty moved a motion which reads as follows:

‘That R.15 remain as almost certain and that “budget excluding those programmes
which are subject to third party funding” to be deleted from risk.’

9. Though the said motion mentioned the ‘almost certain’ as the Likelihood, it was silent on
the Impact which could potentially range from Insignificant to Moderate as shown on
the above Matrix.

10. Councillor Baty subsequently, after the August 2017 Audit and Risk Committee meeting,
confirmed that to capture the intent of the motion accurately, the wording of the said
motion should be altered to read as follows:

‘That Risk 15 residual risk remain as critical (i.e. Likelihood: Almost Certain; Impact:
Moderate) and that ‘excluding those programmes which are subject to third party
funding’ to be deleted from the risk description.’
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11. The intent of the motion is graphically illustrated on the Matrix below where both the
Gross and Residual Risks featured as Critical (on the Red Square with Almost Certain as

the Likelihood and Moderate as the Impact):

Almost Certain

Likely
(]
o]
g
= Moderate
1T}
x
-
Unlikely
Rare
&
NEXT STEPS

Critical Risk
High Risk
Medium Risk
Low Risk

12. The Committee approve the amended motion to the Resolution clause 23-17 of the
August 2017 Audit and Risk Committee meeting as stated in paragraph 10 of this

Memorandum.

COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide? Yes
Are the decisions significant? No
If they are significant do they affect land or a body of water?

Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative procedure? | No
Is there funding in the current Annual Plan for these actions? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? No
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REPORT

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: LED Street Lighting Compliance Review

DATE: 2 November 2017

AUTHOR/S: David Lane, Road Planning Team Leader, City Networks

RECOMMENDATION(S) TO COUNCIL

1. That Council confirm continued delivery of programme 1086 allowing upgrading of LED
luminaires in both compliant and non-compliant parts of the network; thereby
rescinding Resolution 6.3(b) adopted on 25 May 2017.

2. That Council notes that a proposed programme 1367 will be included for consideration
in the Draft 2018-28 Ten Year Plan to allow for upgrading of street lights to meet the
relevant standard.
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SUMMARY OF OPTIONS ANALYSIS FOR

Problem or
Opportunity

Council has in progress a capital programme for upgrading street light
luminaires throughout the city to new LED technology. These new lights
have potential to deliver energy savings and reduced maintenance costs
over the asset lifetime and receive funding support from the New Zealand
Transport Agency at an 85% subsidy. Council requested further investigation
of options for upgrading non-compliant street light infrastructure.
Investigation has revealed estimated costs of $5.34 million. A programme for
upgrading priority 1 streets could be delivered over a 1-5 year time frame.
Full compliance could be delivered within 6-7 years.

OPTION 1:

Council could continue the current programme of upgrading LED lights
during 2017/18 as currently programmed, with a programme for upgrading
non-compliant infrastructure to commence in 2018/19.

Community Views

A number of residents from various streets have raised concerns regarding
quality issues for LED lights. There is community support for upgrading street
lights to meet new standards.

Benefits

Ensures that street light luminaires are purchased under the current 85%
subsidy rate currently on offer from NZTA. Any street lights purchased from
the 2018/19 financial year and beyond will only receive 51% subsidy.

Risks

Even if streets are upgraded to LED this financial year, the full benefits will
not be readily apparent until the upgrading works to meet current design
standards are completed.

Financial

There are 513 P category lights (already installed) and 379 V category lights
that are non-compliant. Installation of V category lights, if installed in
2017/18, will be at 85% subsidy. If upgraded in 2018/19 or beyond the NZTA
subsidy rate of 51% would apply.

OPTION 2:

Council could defer upgrading of individual LED luminaires or groups of
luminaires on roads that are non-compliant until compliance issues are
addressed.

Community Views

Does not address community issues as existing fixtures are already non-
compliant and will remain non-compliant until upgraded.

Benefits Ensures streets that are non-compliant are brought up to the standard
required.

Risks There are 216 streets that have some form of non-compliance in the P
category lighting zones. There are a further 64 streets in the V category
lighting zones that are non-compliant.

Financial Costs will be higher as both luminaire purchase and installation cost will be

subject to a lower NZTA subsidy, 51% rather than 85%.

Contribution of
Recommended

Street lights contribute to the city goal to be a socially and environmentally
sustainable city. Street lights provide a safer environment for people to go
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Option to Council’s
Strategic Direction

about their business and the LED upgrade programme has environmental
benefits in terms of reduced energy use over many years.
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RATIONALE FOR THE RECOMMENDATIONS

1.

11

1.2

2.1

2.2

2.3

OVERVIEW OF THE PROBLEM OR OPPORTUNITY

Council has approved a programme for delivery in the current financial year for
upgrading of street lights on existing poles to LED luminaires. When completed the
upgrades are expected to deliver reduced energy costs and reduced maintenance
and operating costs. Recent changes to policy by the New Zealand Transport Agency
assure that the programme is delivered at an 85% subsidy rate if delivered in the
2017/18 financial year. Two categories of street lights are being upgraded. P
category is confined largely to residential areas of the city and the rollout is
completed. V category is primarily the major roads and the first phase of the
upgrade has started as new luminaires are supplied for installation.

Implementation has, however, highlighted deficiencies in some areas of the city,
particularly in areas where lighting pole layout is non-compliant with current
standards. This led to concerns being expressed by members of the community.
These concerns about the LED lighting are confined to P category streets as few
areas with V category lights have been upgraded. Council requested investigation of
issues relating to non-compliant streets and that work has now been completed.

BACKGROUND AND PREVIOUS COUNCIL DECISIONS

Council own a significant network of street lights. Typical design life for a street light
column is 40 years while the luminaire has an expected life of 20 years. Recent
installations meet the latest design standards, but it is known that a portion of lights
were installed under previous standards. The current standard AS/NZS 1158 is
recommended and used for all new installations. Use of the standard is not
mandatory or retrospective and upgrading of existing infrastructure to meet the
current standard is a discretionary matter for Council.

A compliance review of Council’s network of street lights undertaken by Essential
Lighting Consultancy Ltd. (ELC Ltd). Their report is provided as an attachment. ELC
Ltd has identified that 14.6% of P category lights are non-compliant and that 20.4%
of V category lights are non-compliant in terms of pole layout or dimensions. Details
relating to these are included in tables below. Costs for achieving full compliance are
estimated at $2,867,300 for P category and $2,471,500 for V category, total
expected cost is $5.34 million. The report recommends establishing a financial
programme to achieve upgrading of priority 1 situations within a 1-5 year timeframe,
with lower priority work to be completed thereafter.

Council has a programme 74 for renewal of street lights, with a budget of $135k for
the 2017/18 financial year. Upgrading of street lights reflects an increased service
level and requires approval of a new capital budget. A proposed programme 1367
has been included for consideration in the draft Ten Year Plan with a proposed
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budget that allows for full compliance to be achieved within 7 years. The initial year’s
budget is $848k. It is assumed that the programme would qualify for NZTA funding
subsidy at 51%, the current funding assistance rates for PNCC programmes.

NZTA has recently amended its policies for delivery of what it now calls low cost, low
risk programmes, those with a total cost of less than $1 million. This proposed
programme meets the funding criteria for that low risk programme if done as a
phased project. Phasing in this way allows Council to avoid more significant business
case requirements if the programme was delivered on an accelerated timetable. If it
was desirable to deliver the upgrading programme on a faster timetable then it
would be necessary to complete a full business case based on the total $5.34 million
programme. The outcome of the business case process is less certain and it is
recommended that this step be avoided if possible.

ELC Ltd. has completed a prioritised review of street lights in both P and V category
zones. Priority 1 areas are those with the most significant deficiencies and can
require replacement, relocation or addition of street light poles. In some priority 1
streets a full redesign is necessary. For the Table 1 below concerning P category
streets priority 1 also has been quantified as streets where Council has received
complaints. With priority 1b being other streets assessed as having significant
deficiencies but not raised through community concerns. Priority 2 zones are
considered nice to have while priority 3 are relatively minor and may ultimately be
able to be managed under existing programmes over time.

Table 1: P Cat lighting priority programme

Priority 1 and 1b Priority 2 Priority 3 Totals
Number Cost Number Cost Number Cost Number Cost
situations estimate situations estimate situations estimate estimate
49 $1,653,300 | 121 $1,177,000 | 46 $37,000 216 $2,867,300
Table 2: V Cat lighting priority programme

Priority 1 Priority 2 Priority 3 Totals
Number Cost Number Cost Number Cost Number Cost
situations estimate situations estimate situations estimate estimate
18 $1,730,500 | 23 $559,500 23 $181,500 64 $2,471,500
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ELC Ltd. does not recommend delaying implementation of the current LED
replacement programme under Council Programme 1086. There are a number of
reasons why delaying implementation is not prudent. Firstly, there is no currently
approved programme available or time or consultant/contract resources available
for upgrading of non-compliant infrastructure and it is not possible for such a
programme to be delivered this financial year. Secondly, renewed luminaires will be
able to be reused when poles are replaced or relocated. The third consideration is
financial and relates to the approved subsidy for programme 1086. Luminaires
installed under this programme are eligible for an 85% funding subsidy this year. If
delayed, those same lights will still need to be replaced at some future time at a
subsidy rate of 51%.

In terms of community impacts, delayed implementation has no community benefit.
The ELC Ltd. report identifies 513 P category light locations (216 streets) and 379 V
category light locations (64 streets) that are non-compliant. Streets that are non-
compliant now will remain non-compliant even if upgraded to LED luminaires this
financial year. The issues in those streets can only be addressed through an
upgrading programme, through the addition of extra columns. It is not the LED
luminaires that are making the locations non-compliant.

For these reasons it is suggested that the Council resolution (reference clause 2.9.1
of this report) of 25% May 2017 be reconsidered. That resolution currently requires
that all standards are met before lantern conversion. As outlined above, meeting all
standards is a commendable goal but also expensive at $5.34 million. An accelerated
programme to address those deficiencies would require a full business case before
NZTA funding could be assured and would take time to develop. ELC Ltd. has instead
recommended a phased programme which conforms to NZTA funding policy under
its Low Cost Low Risk programme if implemented at a rate of less than $1 million per
annum. A proposed programme (1367) has been included for consideration in the
2018-28 Ten Year Plan. Final delivery of the programme could be considered
following completion of the public submissions process early in 2018.

The Committee of Council meeting of 25th May 2017, in considering submissions to
the Annual Budget 2017/18, passed the following resolution 6.3(b):

“That Programmes 1086 - Street Light Upgrade LEDs and 74 - Street Light
Replacements allow staff to consider appropriate LED installation to mitigate issues
raised during the submission process and to a report back to Council to ensure that
all standards are met before lantern conversion.”

Subsequently the Finance and Performance Committee at its meeting on 19" June
2017 considered a further report on this matter leading to the following resolution.

“That Council authorise continuation of compliant LED street light upgrades
envisaged under programme 1086 and approve conversion of street lights in the
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phase 2 part of the programme in compliant streets”. Adopted by Council on 26 June
2017 as Resolution 104.

The conversion of V category lighting replacements has commenced. In line with the
resolution only compliant locations are being replaced at present. The remaining
non-compliant V category lights have still to be contracted and this is the subject of
approvals under this report. Further delay is not possible if the programme is to be
fully delivered this financial year.

DESCRIPTION OF OPTIONS
Council has the following options:

Council can continue to deliver its planned programme for upgrading LED luminaires.
A separate financial programme would then need to be approved in the 2018-28 Ten
Year Plan for upgrading of non-compliant locations, being option 1. This requires
Resolution 6.3(b) to be rescinded, reference Clause 2.9.1 above.

Council can defer delivery of a part of the LED upgrade programme that occurs in
non- compliant locations. Non-compliant locations could then be upgraded to
comply with the relevant standard with replacement of the luminaire with LED
technology at the time of upgrading, being option 2.

ANALYSIS OF OPTIONS

The option 1 addresses the original objectives of the LED conversion programme,
that is, it upgrades existing infrastructure to LED technology to realise potential
savings in energy, maintenance and operating costs. The separate question of
upgrading non-compliant areas to meet the recommended standard can then be
treated on its merits. Consultants have recommended a programme for completing
upgrades to meet standards on a prioritised basis. This programme could cost $5.34
million and higher priority areas could be met within 6 years at an annual budget of
approximately $850k per year. It is not possible to deliver such a programme in
2017/18 as no budget exists and it is not sufficiently advanced for delivery.

The alternate option 2 is to delay delivery in non-compliant areas. This can only be
applied in areas with V category lights as the P category lighting upgrades are
complete. Non-compliance is higher in V category locations as standards are higher,
but the higher light output in these areas also mean the effects of non-compliance
are less obvious. Complaints from residents have not arisen from areas with V
category lighting.

As noted above, deferral of LED luminaire upgrades on arterial roads does not have
any community benefits. Roads that are non-compliant now will remain non-
compliant until pole upgrading occurs. Further there is a cost issue in that a lower
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subsidy rate is likely to be available if installation is deferred beyond the 2017/18
financial year.

From a financial perspective deferral of treatment of non-compliant locations would
result in a reduction in the cost of the LED luminaire replacement programme. The
actual cost would depend on whether the decision was limited to individual lanterns
or sections of road where non-compliance is an issue. There are 18 locations with
non-compliance on priority 1 V category roads, but not all lighting fixtures in those
locations are non-compliant. What is clear is that the cost to Council of each lantern
deferred would be 34% higher in real terms because of the reduced funding subsidy
available if the work is not completed in the 2017/18 financial year.

If deferral of non-compliant fixtures is the desired outcome, then budget allowance
would need to be made in the proposed programme 1367 for deferred upgrades to
be completed. This would result in a budget commitment greater than the $5.34
million discussed in this report.

CONCLUSION

Council has approved a programme 1086 for upgrading of street lights to LED
luminaires. The programme is well advanced and can be delivered this financial year
as planned. An attractive subsidy of 85% has been made available by the New
Zealand Transport Agency as a strong incentive to deliver the programme.

The NZTA LED luminaire replacement funding approval does not extend to upgrading
to address street light pole compliance. Historically such programmes have been
delivered as minor safety improvements programmes. To achieve delivery of such a
programme for Palmerston North would involve a cost of $5.34 million which could
be delivered in 6-7 years.

Council has resolved that lantern upgrades should be delayed until compliance with
standards has been achieved. It is not possible to achieve that compliance in the
current financial year and a decision is needed to either continue with the lantern
upgrades or defer it and complete the upgrading to meet standards first.

NEXT ACTIONS

If Council approves the tender process for phase 2 of the V category lighting
upgrades will be contracted out.

If Council chooses to defer lantern upgrades in non-compliant locations then a

reduced contract will be let that is limited to compliant areas only. Planning for
upgrading of non-compliant locations will be carried out between now and the
adoption of the 2018-28 Ten Year Plan.

OUTLINE OF COMMUNITY ENGAGEMENT PROCESS
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7.1 Community engagement occurred as part of the Annual Budget process and Council

has heard submissions on these issues.

COMPLIANCE AND ADMINISTRATION

No issues

Does the Committee have delegated authority to decide?

If Yes quote relevant clause(s) from Delegations Manual Ne
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative procedure? | No
Is there funding in the current Annual Plan for these actions? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? No

ATTACHMENTS

1.  ELC Ltd PNCC Non Compliance Report §

David Lane
Road Planning Team Leader
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PNCC — Non-compliance Lighting Report

Executive Summary

A “one for one” replacement of existing street lights with new LED will result in approximately 55% - 65% energy savings,
along with less ongoing maintenance and will provide improved lighting through white light, better visual performance,
less upward waste light and less spill light. It is planned to replace all lights in both residential area’s (cat P
approximately 3500) and in commercial or vehicular area’s {cat V approximately 2930).

No compliant lighting will be replaced with non-compliant tighting. LED's have a 20-year life and columns are typically

replaced around 40 years, hence the existing LED’s being installed now can be transferred onto new columns in the

future.

The situation of non-compliance lighting in parts of a city is a normal situation created by changing circumstances,
increased traffic volumes, “in-fill” housing development, tree growth, improved standards, changing building materials
{concrete to steel columns), changing road geometry and changes in technology. By taking a pro-active approach to
address non-compliance lighting, Palmerston North City Council is to be commended because very few other Regional
Authorities in NZ are addressing these issues.

All new lighting is designed to comply with AS/NZS 1158 series of standards. This is not a regulatory document but is
used as a reference document for road lighting throughout NZ. No standard is retrospective and because parts of the
road lighting network are 40 — 50 years old it is inevitable that there are areas of non-compliance throughout any city

from time to time.

The spreadsheet in Appendix A indicates all the non-compliant lights for the Residential streets {cat P). There is a total
of 513 light fixture positions resulting in 14.6% non-compliance. Several streets are worse than others, scme are due for
an upgrade (7), some will result in small improvement value. It is recommended the council upgrade Priority 1 streets
first for an estimated cost of $1.65m. This could be staged over several years and will include the 7 streets where

residents have voiced their concerns.

Cat V roads usually cost more per light to upgrade because of traffic management, higher columns, closer spacing and
higher light levels. Priority 1 roads indicated on the spreadsheet in Appendix B show there are 14 roads that may
require an upgrade for a cost of $1.73m. These roads could be done after the compliant roads are completed hence
immediate savings can help fund non-compliance upgrades.

Appendix A & B spreadsheets also indicate 14.6% and 20.4% non-compliance for all cat P and cat V roads respectively. [t
is not recommended to delay the installation of the remaining compliant LED’s at the risk of not obtaining the
substantial operating saving of 55% - 70% while there is an 85% subsidy available from NZTA.
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Purpose

The purpose of this report is to explain the non-compliance issues of the current LED renewal programme for both the
category P streets (residential areas) and the category V roads (vehicular roads).

The general understanding was to do a “one for one” replacement of all the current street lights throughout the city.
This was always intended as a first step approach towards a total asset renewal programme. The outcome will result in
approximately 55 - 70% energy savings, less maintenance and operating costs, with improved safety, better crime
prevention and improved environmental effects. No “compliant” street lights will be replaced with ‘non-compliant’
lighting.

All lighting is designed or referenced to the current set of road lighting standards used throughout NZ; namely AS/NZS
1158 series and NZTA M30 Street Lighting Specification and Guidelines.

Spreadsheets of every street and road were prepared via a desk top analysis using “best practice” principles using the
RAMM database as the basis for any design element. These spreadsheets indicated what roads or parts of roads were
compliant and non-compliant with AS/NZS 1158. No standard is retrospective and because parts of the street light asset
may be 40-50 years old and/or designed to out-of-date standards or less vehicular movement, it is inevitable that there
are always going to be situations of non-comgliance. By highlighting these areas of non-compliance each street was
given a priority rating for mcre detailed design consideration and/or amendments to bring up to current standard. This
upgrade would be a progressive event that some would occur naturally, e.g. car hit column or column replacement
{through end of life} and others would occur via a general upgrade or replacement.

Proposed LED luminaires that are being installed have a2 20-year life hence they can be reused in conjunction with any
planned upgrade to comply with current standards and recommendations. LEDYs use less power to run, provide white
light so more detail can be seen at lower light levels, provide less upward waste light, reduce glare and direct the light to
where it is required (on the road). Because of these attributes LED’s can appear to provide less spill light and hence give
the perception of a lower light level.

Category P Streets

Throughout the city there are a total of 215 residential cat P streets that have some form of non-compliance lighting.
This includes streets with several lights where there may only be 1 or 2 spans (distance between lights) that exceed the
permitted distance. Cul-de-sacs that only have one light (from a dated standard) where 2 are now required. Or
complete streets where the existing lighting is substandard and the street is due for an upgrade.

From the spreadsheet in Appendix A, it is shown there are 513 (or 14.6%) non-compliant light fixtures from the original
total of 3500. It is proposed these are upgraded via 141 luminaires known as “greenfield” renewal projects, 247 new

lights/columns and 192 relocated lights/columns. This is summarised in the table below.
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Category P — Residential Street Non-Compliance Summary:

Number of streets with some form of non-compliance 216
Number of non-compliant light locations over all streets 513
Percentage non-compliant in relation to full renewal project 14.6%
Number of streets with residential concerns 7
Number of streets recommended for further design investigation 28 or 13%
Proposed “Greenfield” renewal upgrades 141
New additional luminaires 247
Relocated lights/column 192
Increased number of lights over all priorities 67

From the above table, 7 streets are identified where residents have concerns, plus others street considered due for an
upgrade., We have given these a Priority 1 & 1b status where an upgrade is recommended over the next 1-5 years. The

total estimate cost of this is $1.653m.

Priority 2 is considered “nice to have”, but it is not considered good value for money, unless other influencing factors
emerge. The reason for this is we are talking very low light levels that are not going to result in substantial overall

improvements.

Priority 3 is a self-correcting situation that will occur over time that requires no immediate acticn.

Priority street summary table and costs is indicated below:

Priority1 & 1b Priority 2 Priority 3 Totals
Number | Cost estimate | Number | Cost estimate Number Cost Number Cost
situations situations situations | estimate estimate
49 $1,653,300 121 $1,177,000 46 $37,000 216 52,867,300

Factors influencing the status given for each priority are indicated below.

Priority 1.

s Area’s with extensive trees and spacing / location is restricted

® Streets that require a specific “Greenfields” or further design considerations

e Existing lights exceed the maximum permitted spacing for compliance with current standards

s Streets that were non-compliant before the upgrade because of their age and are considered due for upgrade

* Streets where the columns are not in good condition

s Streets that are busy because they are collector roads to other streets plus where there was a significant

amount of non-compliance
¢ Streets that could be considered for a higher classification in the near future
s Residents have concerns at the amount of light from the LED upgrade

Priority 2.

s Considered less important to Priority 1 but would be nice “to de”.

* Easyto fix potential issue of nen-compliance

s Usually a no exit street, cul-de-sac cr has little through traffic
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s Only part of the street is affected
e Known street to be non-compliant kut have had no complaints

Priority 3.

* No action is anticipated because future planned work will overcome this situation
* No action because current situation is considered practical / acceptable
e (onsidered a data error or a human error from the desk top analysis

Category V Roads

These roads are generally lit to a higher level than Residential Streets (cat P). Their primary use is for safe vehicle
movement hence called (cat V).

The desk top analysis for these roads is a little more involved than the cat P streets. Straight road calculations using
independent software has been undertaken for each Road, but no detailed design analysis has been done for
intersections, roundabouts or traffic management devices. This has resulted in an optimised wattage of each luminaire
in each situation. Data from the RAMM database was used as the basis of all calculations with mounting height,
outreach arm, set back and overhang influences in the calculated results. It is indicated there are a total number of
2930 cat V luminaires of which approximately 1854 have been analysed to date.

Cnce again in circumstances of non-compliance, the selection of the specified luminaire was chosen with the intention
that it could be re-used in a future upgrade with consideration given towards obtaining full compliance.

The older vehicular roads with low mounting heights, increased lanes and single sided installations are the main areas of
nen-compliance. This can be overcome by replacement of clder columns with new/higher celumns while re-using the
luminaires indicated. The expected design life for a column is 40 years and expected life for an LED luminaire is 20 years.

Because of the associated costs of cat V roads, such as traffic management, higher columns, closer spacing’s, higher light
levels, the costs to bring up to compliance with existing standards based on a per light/column bases can be higher. Also
the opportunity to install columns in the ideal location is more limiting because of driveways, trees, closer spacing,
intersections, etc.

AS/NZ5 1158 is the recommended standard to follow but it is not a regulatory document that must be complied with
fully and the Road Controlling Authecrity can use its discretion in a practical sense for a renewal project when being
compared to a “Greenfields” project. For example, when calculations indicate a 104W luminaire should be installed at
40m apart. But when transposing this onto site there maybe driveways, kerb build-outs, trees, buildings, etc, that may
mean ohe or two spans need to be installed at 45m (10% design spacing +/- 2m). This is considered practical and
necessary. However, if the distance between light is 70m then a new/additional light should be installed. This has been
given Priority 2 status on the attached spreadsheet in Appendix B.

I”

Increased traffic volumes and “in-fill” development are major influences in changing the categery of road over time. This
means an increase in luminance level which either means higher wattage luminaire or a closer spacing of columns.
Traditicnally, the industry only had 2 or 3 choices of lamp wattage but with the introduction of LED technology, the
choice of multiple wattages and optics are possible. The option of changing column spacing is not normally possible;

hence the change in road classification should occur at the 20 or 40-year period in conjunction with the luminaire or
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column replacement. Several roads are at this point in their life cycle where the columns are due for replacement or
relocation to meet the optimised spacing for the road classification and luminaire wattage. These roads have been given

Priority 1 status on the attached spreadsheet in Appendix B.

Category V — Vehicular Roads with Non-Compliance Summary:

Number of roads assessed as at 31-8-17 64
Number of non-compliant light locations over all roads 379
Percentage non-compliant situations in relation to full cat V renewals® 20.4%"
Number of roads recommended for further design investigation® 14°
Estimated “Greenfield” renewal fixtures 190
Estimated number of new additional luminaires 153
Estimated number of relocated lights/column 49
Increased number of lights over all priorities 13

1. The-earc approximotely 2030 cat ¥ luminaircs of which 1854 luminaires have been assessed 1o date

2. I'here are 18 sections of roads indicated on the spreadsheet in Appendix 2 but 4 reads continue over mare than ore zone hence there are 14 road names.

From the above table and attached spreadsheet, 14 roads have been identified that require further consideration for
more detailed analysis with Priority 1 status. This is not necessarily the complete length of road in all situations and
there will be varying circumstances. An upgrade is recommended over the next 1-5 years. The total estimate cost of this

is $1,730,500.

Priority 2 is considered “nice to have”, but it is not considered essential to do immediately.

Priority 3 is mostly self-correcting situations that will occur over time as and when they happen.

Pricrity street summary table and costs are indicated below:

Priority 1 Priority 2 Priority 3 Totals
Number | Cost estimate | Number | Costestimate | Number Cost Number Cost
situations situations situations | estimate estimate
18 $1,730,500 23 $559,500 23 $181,500 64 52,471,500

Factors influencing the status given for each priority are indicated below.

Priority 1.

s Roads that require specific design because of complications

# Roads that are currently non-compliant because of their age, column condition, mounting height, increased

traffic flow and could be due for an upgrade

* Proposed wattages don't achieve compliance via future column upgrade hence alternative wattage luminaire is

required at that same time (Wood St)

s Area’s with extensive trees, driveways or other restrictions that limit column location hence illuminance design

required to confirm the area has sufficient illumination
e Unusual road layout for example angle parking, large setback for local shops, parks or schools

e Roundabouts or intersections that are not considered part of the straight calculation method

s Existing lights exceed the maximum permitted spacing

® Roads or part of a road that could be considered a safety requirement to have a higher classification

s There are concerns on the performance / compliance of the existing lighting
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Priority 2.

e« Considered less important to Priority 1 but would be nice “to do”.

# Easyto fix in the big scheme of things and overcome a potential issue of non-compliance but will incur an initial
cost

& Sub-category of road changed

* May have come about by a change in use over time

s Outside the current standards but is a reasonable and practical concession e.g. within 2m of the 10% concession.
More than 2 spans exceeding the 10% concession considered a compromise with limited amount of risk to road
users

* Incorrect data base information not in line with the actual on-site situation

& Lights can be initially installed on existing hardware but In the future if the column is replaced with an
appropriate alternative the existing LED light fixture can be reused and the situation becomes compliant

e Expensive costs in relocating the likes of stub (flange) based columns

Priority 3.

s No action is anticipated because future planned work (increased mounting height) will overcome this situation

* No action because current situation is considered acceptable

* No action although existing spacing is non-compliant it is within +/- 2m of the 10% concession

s No action although existing spacing is non-compliant it is non-compliant because there are more than 2 spans
that exceed the 10% allowance.

* No action required because if lights on o/h were included the lighting would be compliant

s Data base information not consistent with the actual on-site situation

* Gap in the lighting or it is the last light being considered

e Considered acceptable solution without confirmation via a specific design (gut feel based on experience and past
knowledge)
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Recommendations

Category P - Engage a detailed design and construction quotation for the 28 streets indicated in green on the attached
spreadsheet, namely; Chatsworth Pl, Chippendale Cres, Ellesmere Cres, Havelock Ave, Pencarrow St, Bennett St,
Geraldine Cres, Herbert Ave, Raglan Ave, Sutherfand Cres, Abraham Cres, Apollo Pde, Gemini Ave, Holdsworth Ave,
Jupiter Pi, Langley Ave, Aberdeen Ave, Beresford St, Guy Ave, Havill St, Martin St, Dittmer Dr, Racecourse Rd, Ranfurly St,

Acacia St, Hillcrest Dr, Karamea Cres, and Rhodes Dr. This includes the 7 streets where residents have concerns
{highlighted in light red). This work could he allocated to be completed over the next 1-3 years for a cost 0f $1.271m

The remaining streets, 49-28 = 21, could be given a Pricrity 1b status with an expected construction period of 4-5 years
for a cost estimate of $382,300. Total cost of Priority 1 & 1b is $1,653,300.

Over the following 5-10-year period, Pricrity 2 streets could be upgraded.

The situation of nen-compliance lighting in parts of a city is a normal occurrence created by changing circumstances,
increased traffic volumes, “in-fill” housing development, tree growth, improved standards, changing building materials
{concrete to steel columns), changes in technology. Hence by taking a pro-active approach to addressing non-
compliance lights, Palmerston North City Council is to be commended because very few other Regional Authorities in NZ

are addressing these concerns.

Category V - Engage a detailed design and construction quotation for the 18 sections of roads (14 actual roads) indicated
in green on the attached spreadsheet, namely; Tremaine Ave, Bennett St, Rangitikei 5t, Milson Line, Featherston St,
Main 5t West, Cook St, Pitt St, Taonui St, Church 5t, Franklin Ave, Ascot St, Winston Ave and Churchill Ave. This work
could be planned to be completed over a 1-5 year for a cost of $1.73m. A substantial amount of this maney could come
from the annual energy and operating savings from the 80% compliant LED street light network.

Cver the following 5-10-year period, Pricrity 2 roads could be upgraded.

S Muir
Essential Lighting Consultancy Ltd
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MEMORANDUM

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: Health and Safety July - September 2017

DATE: 6 November 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.

1. ISSUE

This report covers the period 1 July to 30 September 2017. The information included in this
report is discussed at the appropriate H&S Committee, the Main H&S Committee and
Management Team.

2. BACKGROUND

Risks and Control Plans

Work is continuing with implementing the People Safe Health and Safety software
application in City Enterprises. Staff have identified the risks and are progressing the
inputting of safe operating procedures for each of these risks. Once fully implemented in
City Enterprises and an analysis of results taken place it is likely that the rest of Council will
progress to using People Safe.

Work has continued with assessing the significance of the risks present at Council worksites
and updating our Health and Safety Manual. The following risks have been identified as the
most significant for Council requiring further work.

= Moving vehicles

=  Working alone

= Violence/Robbery in the workplace
=  Working in and around traffic

= Asbestos

= Cutting underground services

=  Working in trenches
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=  Working in confined spaces
= Hazardous chemicals

= Working at heights

= Tree felling

= Plant and machinery

We already have Standard Operating Procedures and mitigation strategies in place for these
as hazards but are aligning these with the risk paradigm of the new Act by completing
assessments of threats and consequences and what controls can be put in place. A number
of staff from our H&S committees are assisting with this process.

Hazards, Incidents and Near Misses Reported

Quarter | Dec15 | Marl16 |Junl1l6 | Sep 16 Dec16 |Marl1l7 |Junl7 | Sep1l7

Hazards |3 12* 15 21 15 10 7 4

Incidents | 14 12* 40 45 31 56 20 58

Near 5 5* 21 67 24 24 28 27
Misses

Lost
Time

52.5 32.6 67.3 154.6 215.0 215.6 140 129.15
(days)

L.T.
Injuries

*Introduction of new system.

Two injuries accounted for 75% of the lost time. 16 of the injuries occurred in City
Enterprises.

Attachment One provides an example of the reports that we can access from People Safe.
We are further refining this report to include benchmarks and will be transitioning to this
type of report to this committee.

Investigations
No investigations required this quarter.
Previous Investigations

Number of Recommendations 24
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Number of Recommendations Completed 22

The 2 outstanding recommendations relate to a formal external review of our H&S
processes and procedures which is planned for early in the new year.

Training

Attached is a report on H&S specific training undertaken this calendar year. This captures
most of the training provided but not all, as H&S can be a component of other courses and it
does not capture the on-the-job instruction type learning. This is probably more detail than
this committee requires

3. COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide?

If Yes quote relevant clause(s) from Delegations Manual <Enter clause> ves
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special Consultative procedure? | No

Is there funding in the current Annual Plan for these actions? No
Are the recommendations inconsistent with any of Council’s policies or plans? No
ATTACHMENTS

1.  City Enterprises Health and Safety Report J T
2. Health and Safety Training 3 &

Wayne Wilson
Human Resources Manager
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Attachment One

City Enterprises —Health and Safety Report, September 2017

This report provides an overview of the health and safety performance of City Enterprises for month end
September 2017. Board-level metrics available are set out below together with some high-level
commentary.

People Safe - Progress

The People Safe system is live from 01 May 2017 and we now have 5 months of data for this reporting
period. A large amount of work on information entry for periodic staff training and equipment testing is
still ongoing. We have legged a project request ticket with IT Business Solutions to enable better reports
to be generated via the forthcoming Microsoft Power Bl, which is an analysis and visualization tool that
allows for custom reporting and dashboards.

Metrics and Commentary
The following are key metrics included in the IOSH best practice guide to health and safety performance
in Board-level reports.

Incident Frequency Rate per

100,000 Hours Worked
.15 3.00 _
g 10 L 200 =
S 5 t 100 T 3
'E 0 — — B g0 D
3 May-17 Jun-17  Jul-17  Aug-17 Sep-17 ;

mm New Incidents ~@-Total per 100,000 hours workeci 2

Lost Time Injuries per 100,000
Hours Worked

Number of Cases

May-17  Jun-17 Jul-17 Aug-17  Sep-17

s New Injuries where time off needed

~@-Total Hours lost this Menth per 100,000 Hours Worked

Frequency of new incidents reported this month is the lowest in the 5-month reporting period. Reported
incidents peaked in July, which given that most of City Enterprises' work is outdoors and often involves
manual handling and vehicles suggests wet weather was a factor. Lost time injuries accounted for 2,147
hours over the reporting period of 5 months. Of this 1,043 hours or 48.6% was attributable to just 2 staff
members. This emphasizes the disproportionate and serious effect on productivity of Notifiable Events.
There were no Notifiable Events in the reporting period. There was one Notifiable Event in May; a
Gardener with a broken hip from a fall. The other notifiable incident occurred over 5 months ago, for
which ACC sick leave is engoing.
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This Month 5 Months to Date
F"a?élitlbs ‘ _ 0 0
Notifiable Events under H&S at Work Act 2015 0 1 (May 2017)

The data set below includes “general pain and discomfort”, which are reported through People Safe.
This remains a significant issue; manual handling and lifting refresher courses are being maintained.
The number of near-hits reported was constant over the reporting period; reporting of near-hits is

strongly encouraged and supports the open reporting culture that we strive to instill.

Total Incidents, Injuries and Near-hits
20 4.00
- .-
] <
a =
Z1s :
= ~
510 3
:
x 5 S
0 3
May-17 Jun-17 Jul-17 Aug-17 Sep-17 ::’
= Pain and Discomfort = People Hurt - First Aid 2
s People Hurt - Medical mm People Hurt - Serious Injury
e Near Hit @~ Total per 100,000 hours worked

Injuries by Activity: 5 months to end September
2017 Climbing/

Dismounting
Vehicles
13%

Unassigned

Walking 11% =
3% _,A;:)*‘

Using Non-Powered
Hand Tool
3%

Confined Space

3%
Constructing

Manholes/ Chambers
3%

Gardening

3%

Painting
5%

Loading/Unloading
Vehicles

13%
Maintenance

Operating Mobile . 5%
Plant anual Handling

8% 16%

At 47% the highest risk group of activities in terms of injuries remains vehicles, mabile plant and manual

handling. Staff training is focused accordingly. Vehicles and plant are well maintained through the on-

site Garage service.

We remain mindful that lagging indicators such as those above represent failure and must be
supplemented by other measures that provide positive assurance that good practices aimed at

preventing injuries and incidents are implemented (leading indicators).
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On-site Reports Received and

H Reviewed i
=2 3
g 100 - 100 o
S / 3
v o
§7. 60 — + 60 ¢
-] § / a
$ 0 =
e S
o / g
-E 0 ,-7 - S— 0 ;
3 May-17  Jun-17 Jul-17 Aug-17  Sep-17 &

mm Reports Received  —@—Reports Reviewed

After a slow start in April/ May, reviewing of reports received has remained high and at the time of
reporting 93% of incident reviews are complete. We aim to stay at over 90% at any one time. Insights
gained from these are fed via People Safe into actions such as changed site practice, amended safety
plans, new risk reports and staff training.

Actions from Reports Reviewed
5 months to date

Amended safety
plans,
8, 20%

On-site Actions,
7,17.5%

New Risks
Found,
25, 62.5%

Through People Safe each staff member has a background training matrix ensuring those who carry out
certain roles have the skills and training to do so safely. In the beginning of the reporting period
emphasis was on training, and more recently equipment checks have been added to People Safe;
examples include testing of fall arrest systems and portable electrical appliances.
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Scheduled Training and Equipment
Checks Done

o m Tl =

May-17 Jun-17 Jul-17 Aug-17 Sep-17

® Training Sessions Done ® Equipment Checks Done

In summary a satisfactory reporting period. Actions for further improvement include:
e Progressing input of staff training and skill set information to People Safe

e Completing Standard Operating Procedures and other documentation
e Maintaining >90% review rate of reports received. Next step is training for managers for review of
stories, roll out of the mobile app and system itself to site staff.

Paul Compton
Logistics and Support Manager
09 October 2017
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Attachment Two

EVENT

Jan - Mar 17

Apr - Jun 17

Jul - Sep 17

Accident and Event Investigation

12

BRANZ Bracing Seminar

Chainsaws - Use and Safety

Collections Inductions

Dealing with Difficult People

17

Dealing with Mental Health

24

Driver Assessment Training

12

18

Drivers Licence - Class 2L (Learners)

Drivers Licence - Class 5L (Learners)

Drivers Licence Class - 4L {Learners)

Drivers License - Class 1 (Car License)

Drivers License - Class 2 (Medium Rigid Vehicle

Drivers License - Class 4 (Heavy Rigid

[N ST TR U PP

Drivers License - Class 6 (Motorcycle

W W s

Elevated Working Platform (Scissor lift & Boom)

Emergency Management CIMS4

Endorsement (D) Dangerous Goods

Endorsement (F) Forklift

Endorsement (R) Roller

Endorsement (T) Tracks

Endorsement (W) Wheeled Special Type

w W W |

Fall Arrest Systems refresher, Rope & Abseiling Refresher

First Aid Certificate

Forklift OSH Certificate

H&S At Work Act 2015 (The Journey)

How to: Tell Your Story

Internal Training - Basic Asbestos Induction

Internal Training - Easy Start Orientation

N |= = |0 O WU D= =

12

Internal Training: Collections Induction Video

Internal Training: Notifiable Events

Kerbside Collection Traffic Leader (Was WCTL)

Managing Performance Masterclass
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Move at Work (Manual Handling) 37
MNC in Sports Turf LS 1

Safe Work Zones i

Site Inducticn Training: Collections i

STMS Level 1 - Site Traffic Management i 5 17
TC1 - Basic Traffic Controller Level 1 i5 [
Truck Loader Crane/Hi Ab 10
WCTL (Waste Collection Traffic Leader) 7

Total Number of Events 14 26 21
Total number of Staff Attending 40 110 181
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PALMERSTON NORTH

CITY COUNCIL

PALMERSTON NORTH CITY COUNCIL

MEMORANDUM

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: Management Agreed Audit Corrective Actions Progress Status -
September 2017

DATE: 24 October 2017

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

RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE

1. That the Committee receive this Memorandum for information.

ISSUE

1. In accordance with the Internal Audit Charter, this Committee receives a quarterly
update on the management agreed audit corrective actions from the internal audit
reviews that have not been satisfactorily resolved past the agreed timeline.

2. This Memorandum also includes the follow up on the external auditors’
recommendations from their audit of the Council’s annual accounts.

BACKGROUND

Internal Audit

3.

The timeline missed schedule on the management agreed corrective actions based
on the recent follow-up is attached in Appendix A. Items listed on this schedules are
items that management has missed the agreed to action deadline by more than 6
months.

A few items from this schedule have been implemented and removed since last
reported. Several items have been added onto the schedule from the recent follow-

up.
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External Audit

PALMERSTON NORTH

CITY COUNCIL

PALMERSTON NORTH CITY COUNCIL

5. The corrective actions recommended by the Audit New Zealand in Appendix B
includes those items requiring management action from:
The Interim Management Report 2016/17 received in July 2017 for the
interim audit of the Palmerston North City Council 2016/17 year end annual
audit.
The Final Management Report 2015/16 received in November 2016. This
also includes items from the prior year audit that requiring further
implementation.
NEXT STEPS
6. Internal Audit will continue to follow up the Management Agreed Audit Corrective
Actions and report to this Committee quarterly on this subject.
7. COMPLIANCE AND ADMINISTRATION
Does the Committee have delegated authority to decide? Yes
Are the decisions significant? No

If they are significant do they affect land or a body of water?

Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special Consultative procedure? | No

Is there funding in the current Annual Plan for these actions? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? No
ATTACHMENTS

1. Appendix A Internal Audit Management Agreed Corrective Actions -

Timeline Missed § T
Appendix B Progress Status on Audit New Zealand's Recommendations {

g

Vivian Watene
Senior Internal Auditor
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Internal Audit Management

IT Disaster overy and Backu Review (Oasis1138787

reed Corrective Action - Timeline Missed Schedule

(Agreed Timeline missed by 6 months or longer)

Appendix A1lof5

Recent follow-up on the Management Agreed Corrective Actions recommended by the Internal Audit - Progress Status as at September 2017)

Dec 2014 | City 3c Obtain Management Team confirmation Management June 2018 Agree to action. Update September 2017
Corporate on an acceptable Recovery Point expectations may not Currently Kestrel Consulting are
Objective (RPO) for offsite storage be met determining new data based RPO
Note: timeframes that are acceptable to
The recovery point objective (RPO) is the management team, which is a sub
maximum acceptable level of data loss component of the organisations
o ks ool acceptab etum 0 opeatons (RTO)
distuption that causes data loss. The RPO timeframes for all systems and data.
represents the point in time, prior to such an Currently IM test this multiple times per
event or incident, to which lost data can be year and the currently tested benchmark
recovered (given the most recent backup copy is one hour for all systems, as data
of the data). recovery on its own is not useful to the
organisation in terms of disaster
recovery,
With the advent of cloud based services
we have invested in the capability to
perform these restores in a cloud
repository such as Microsoft Azure. This
Is a piece of work that will reduce the
reliance on Arena as a disaster recovery
site for IM, and initially lower and
eventually eliminate the cost of hardware
purchases required to support that site.
Non-Financial Performance Measures (Oasis 1166089)
Feb 2015 | City 5a) Provide more staff training on the Data may not be March 2018 | This is in hand and we should have Update September 2017
Networks requirement to enter the actual response | accurately captured some data by January 2015 to enable
timings from the job sheets not the data and report any necessary tweaks to be made The handheld mobile solution has been
entry time. before formal reporting is required. fully rolled out for scheduled
maintenance job assignments.
Relevant staff have been trained on the
use of handheld mobile
Due to a pending major software update
by the IPS asset system provider to
occur late 2017 that will enabie a better
map functionality and ease of use, the
unscheduled maintenance roll out will not
be concluded until the 2017/18 third
quarter.
5b) Provide a system to verify the recorded March 2018 | Provision of handhelds for field staff
response times. would assist enormously in ensuring Update September 2017
that accurate time data is recorded. Recommendation 5b is embraced into
Discussions with regard to roll out of the handheld mobile solution.
handheld equipment for field staff have
File: 8776338
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Appendix A 2 of 5

begun with Council's IT department

Building Services Revenue Process (Oasis 801390)

June 2015 g:rs:iomer 4a) Finalise the plar_\ to oomply with the The organisation is zogfgmber Agree and will implement lUgleate Sg:itembfer §017 -
ces Revenue and Finance Policy (refer page not efficient; revenue mplemen ; on of a time reﬁo ng
216, 10 Year Plan 2012122) or change ieomolein and:iBads system is planned to be in place by
the Policy. This may involve: o ‘Councl Policy December 2017.
Reducing duplication and increase e
effectiveness of time recording and jGukdene) fotimet
reporting systems.
Parking Collection Contract Management (Oasis 893010)
June 2015 | City 1a) Improve its guidance for its staff on Staff may not have November Agreed that a standalone Guide for Update September 2017
Corporate contract management by explaining the appropriate tool 2017 Service Contracts will be prepared A standalone Guide for Service
when a Contract Management Plan is to carry out their Contracts will be prepared by November
expected to be prepared, how it will be tasks 2017,
authorised and what it should contain, An external expertise will be sought to
assist with this work.
Contract Management (Oasis 5482338)
Before City 7 Prepare a policy to determine when An inferiorly writen | Completed | agree and will implement. GM City Update September 2017
:ﬁ";;: Networks c?fnh_'raho;s should 'be subjggf toua legal s‘dign conbtraact ma¥he Ne(t’vo/soer:g to Jngage wm: ‘Lega;:’ Counsel ;,’}eA r;:;%%’:‘_el"t:‘llem trrisc(t,év;ﬂizhn the
off. options for consideration cou embarrass an ior Management to address
2016 be: Council Recommendationg'?f(r;). mlt;?;nfglf?wmg criteria will require a
i. All contracts >
ii. All contracts over $1m., . FO'";:' w;iittennoontracts signed with
iil. Contracts with unique aspects. an external party
iv. Contracts for Services. . ?reate:i m;;‘é%% )Of Specified Sum
currently $1.055m
Unique or complex
Where not supported by Standard
conditions
This resolution forms part of the recently
revised Purchasing Palicy (MT70).
(This will be the last time this item
appears on this schedule)
March City 11a) Review the Health and Safety (H&S) Council may breach | November Agreed and will implement. Update September 2017
2016 Networks Manual on External Contractors under the H&S legislations | 2017 Review of Charter 12 of the H&S ch
i apter 12 of the H&S Manual on
Section 12 Manual will be undertaken. Bdernal Contraciors has bsen reviswed.
It will be presented for adoption along
with the full H&S Manual.
Currently the various chapters of the
H&S Manual are being peer reviewed by
Council's H&S Consultants, followed by
consultation through the various H&S
Committees. Expect to be completed by
File: 8776338
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30 November 2017

Project Management (6687588)
W:2018 ﬁgytworks :aés There is a lack of project time Project can go Various Agree and will implement Update September 2017
and Clty g‘gamt;"g r:jr;fta&saﬂr; tg":; beyond timeline A new service engagement process
Enterprises M 3 between City Networks and City
anagement should Implement a Entarntises Technisal Sarvices ks in
quality system in City Networks pla;;pand thie coireciive actioh is
and City Enterprises Technical et
Services Division. Qomeme.
Programme Planning Implementation
templates have been prepared for
proposed programmes that will be
considered for inclusion in the 2018/28
10 Year Plan.
The review of the Contract
Administration Manual is currently
underway and expected to be completed
by 30 November 2017, including training.
This is one month behind the timeline
originally envisaged.
June 2016 ﬁg\mrks s Iah;razni lt';si?nﬂ;m g;glsg‘;?uhggz!agement Project can go Ongoing Agree and will implement Update September 2017
and City should review the Human Resource :ggrdngng::‘fer ed Efforts to fill staff vacancies continue,
Enterprises requirements to ensure sufficient capacity with limited success early in 2017.
to deliver the 2016/17 programmes and Recently however six appointments have
beyond. been made, although a further three
positions remain vacant (two of which
are senior roles). Where vacancies
exist, external consultancy support has
been sought. On occasions
consultancies also have been unable to
meet Council's needs, a reflection on the
tight professional and technical human
resource labour market,
il [ m’en";mgﬁgnn‘:’g i Yanitd | projectmaynotbe | November | Will Implement Update September 2017
targeted, Units need to appropriately well managed a7 In addition to the September 2016 &
prioritise training needs assessment and March 2017 Project Training sessions a
staff development with actually getting the further Project Management training
job done. session was scheduled to be undertaken
by October 2017. Given heavy workloads
associated with the Asset Management
Plan reviews and budgeting for the
2018/28 10 Year Plan, this is now more
likely to occur in November 2017.
File: 8776338
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Appendix A4 of 5

oy |y Risk register not updated or reviewed by | ;02064 risks December | Agree we could do this better and will | Update September 2017
etworks Management, Management should could affest the 2017 Sl SRR
update the risk registers for each team | S0 C 2 B K P : The Collaborative Working Party (CWP)
project risk registers are currently being
reviewed by City Network Executive
Team (CNET), from which to address
Issues of service delivery performance.
Environmental Protection Service (8193343) (Re: Annual Control, Noise
Control etc.)
March Customer |9 Management should: Health and Safety June Update September 2017
2016 Services a) Adopt a proactive approach to responsibilities  not 2018 a) Agree and will implement | a) Regular meetings with the
contractor H&S. met led to undesired Quarterly meetings are held with contractor's Regional Manager for
consequences regional manager to discuss Noise Control are heid.  Body
contract performance and ?&?:ar;fow";z p':loc:e Control
community trends. H&S will be yed.
included,
b) &oomple:e z_mtAudltsofg\ i c_t;r;tfrac!or o b) Agree and will implement. The | b) The Health & Safety Plan for PNCC
DI DS, S g process will be reviewed by now has an objective to complete
the criteria in ASNZS 4801 March 2016. audits of Principals to contracts. No
(Occupational Health and safety audits of the contractors (noise
Management Systems). contractor in particular pertaining to
this audit review) have been carried
out due to the staff tumover. The
vacancy (Heaith and Safety Adviser)
has recently been filled and due to
commence work in October 2017.
Budget Setting (6774311)
June 2016 | City 2 ] June a) Agree and will implement. The IM | Update September 2017
Corporate “;;’"as;’i';‘fz‘;:s"g‘gw o withthe | PNCC Information 2018 Manager will work with individual
Business Units in IM Planning. This | technology not General Managers to adopt a better | a) There has been a consistent process
ko nveive the followina: : eating the process for engaging Units in in place since 2010, and it has just
-'gb bettar aligning th eg’lanni 3 ng planning corporate projects that been reviewed and updated fto
cy g 1 aoolg e "? od atg the ng business needs have an IM component. However, it include an amended project delivery
byu:iness oais needs to be recognized that this is a framework and a discreet
~. bV anstinna thot the: okt partnership and requires input from development cycle for service
¥.e gt fight people Units in the budget cycle. requests for systems enhancements.
are lnvolved_ in the planning y These processes are available to
— and, by senior Managers posing view in PNCC's organisational
strategic questions for the mapping tool Promapp, which
business Umt_s to address. manages important and complex
b) Complete the review of the IM business processes for the entire
Strategy. organisation.
c) Management adopt the IM Strategy.
d) Management communicate the IM
strategy. b)-e) Agree and will implement. The IM | PF®)
€) gﬂt;r:agemem imprement the M Strateogy review will be completed The 2011 Information Management
€gy- by 30" June with the draft Strategic Plan (IMSP) has not been
document ready to distribute to completed in its entirety, and some of the
File: 8776338
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]

Management Team. inomplete programmes still require
action.

These have been assessed and
captured as a part of the 2017 IMSP
process and it expected they will be
included.

The current 2017 IMSP process is in
progress and the following draft
components have been created and
Included for review by the PNCC
management team.
2017 IM goals created
Alignment with PNCC goals
Alignment with PNCC principles
Vision for IM reviewed and
created
* IM Strategies reviewed
and created
* IM engagement model reviewed
and updated
e 2011 IMSP programmes
reviewed with some carned over
* PNCC divisions interviewed
improvements captured
e 2017 programmes created
e 2017 projects aligned with IM
programmes

Next Steps:
PNCC management team workshop to
review draft programmes and facilitate

the collection of any additional
opportunities to be included.

At this workshop the process of
prioritisation of projects will also be
presented.

File: 8776338
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PALMERSTON NORTH CITY COUNCIL

MEMORANDUM

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: Two New Internal Audits - Earthquake Strengthening, and Accounts

Receivable and Aged Debtors
DATE: 24 October 2017

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

RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE
1. That the Committee receive these two audit reports: Earthquake Strengthening, and
Accounts Receivable and Aged Debtors audits, for information.

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

ISSUE

1. In keeping with the Internal Audit Charter, this memorandum keeps you informed of
the two recent internal audits.

BACKGROUND

2. These two audits are part of the Internal Audit 2017/18 Plan approved by this
Committee.

3. The audit on the Earthquake Strengthening was carried out by the Internal Auditor

David Osborne. The Accounts Receivable and the Aged Debtors was audited by the
Internal Auditor Swati Joshi.

Earthqguake Strengthening — Appendix A

4, This was an audit on the Council’s preparedness to implement the Building
(Earthquake-prone Buildings) Amendment Act 2016 (the New Act) on the
earthquake-prone buildings effective 1 July 2017.
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The audit concluded that there is evidence of effective organisational preparedness
to implement the New Act for third party owned and Council owned earthquake-prone
buildings.

The audit has, however, highlighted some important issues such as:

e There is uncertainty if the building strength assessment of the Civic
Administration Building (CAB) meets the requirements of the New Act.

e There is no formal decision made about the level of strengthening for the Council
buildings after the New Act.

e Level of strengthening decision for the CAB external stairs not documented.

Management has agreed to implement all the audit recommendations.

Accounts Receivable and Aged Debtors — Appendix B

8. This audit was to ascertain if the Accounts Receivable and Aged Debtors processes
are functioning in line with the relevant Management Policies and that the internal
controls are in place and working as intended.

9. The audit concluded that generally there is a sound system of internal controls
designed to achieve system objectives.

10. However the Auditor also made a suite of recommendations for improvement such as
the organisation should communicate its policy intents to the relevant staff and
should comply with its own policies and procedures.

11. Management has agreed to implement a majority of the Auditor's recommendations
where practically possible. There are other recommendations which Management is
unable to implement because the system software vendors are not currently
entertaining the organisation’s requests for changes as they focus on new product
development. There are others where Management either perceived the
recommendations as not beneficial to implement or is satisfied with the current
practices.

NEXT STEPS

12. The Auditors will follow up the Management agreed corrective actions in due course.

13. COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide? Yes

Are the decisions significant? No
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If they are significant do they affect land or a body of water?

Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative procedure? | No
Is there funding in the current Annual Plan for these actions? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? No

ATTACHMENTS

1. Appendix A - Earthquake Strengthening Audit § T
2. Appendix B - Accounts Receivable and Aged Debtors § T

Vivian Watene
Senior Internal Auditor
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Earthquake Strengthening

For Audit & Risk Committee

August 2017

Oasis: 9814823

Appendix A
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Review of Earthquake Strengthening

1. Executive Summary

1.1 Overall Findings and Conclusions

1. There is evidence of effective organisational preparedness to implement the Buildings
(Earthquake-prone Buildings) Amendment Act 2016 (the Act) — for third party owned and
Council owned buildings.

v A governance structure for the implementation project (for the general public, managed
by Customer Services) was set up and the teams were meeting regularly to process
the updates from Ministry of Business Innovation & Employment as they were
available.

v An external project manager had been appointed to manage the project and had
prepared a plan of the critical dates and activities, the risks to the project success and
the actions necessary to address them.

v A process of regional cooperation with other Council’s was in train.

v Affected building owners will be contacted from January 2018, in priority order, once
the new systems, processes and forms are in place.

v We considered the Council's preparedness in relation to its own buildings (Programme
902 - Seismic Strengthening of Council Buildings managed by City Networks). We
found the Programme to be logical and organised with good relationships with the
stakeholders. A reschedule of planned works may be necessary as Te Manawa Board
is reviewing the use of its buildings.

x Attention should be given to means of staff egress from the Civic Administration
Building (CAB) in a moderate earthquake scenario.

% Until Council buildings are improved the business continuity planning is more important.
Care should be taken to ensure that the Council's Business Continuity Plan is
consistent with the engineering assessment of the Central Core building in the Civic
Administration Buildings, in particular the scenario that the CAB buildings may be out of
action for a long period. This scenario planning was on the Business Continuity
Consultant's plan of required actions.

x It is possible some building owners may delay taking action until close to the final
deadlines in the Act so careful (early) phasing of Council work is advised.

2. We recommend that officers prepare a report to the Council to enable them to make/confirm
decisions about the level of strengthening required for its own buildings, in light of the new
Act.

3. The Policy and processes for heritage grants are currently subject to a review in light of
Heritage Strategy (2016) and the outcome of that review is likely to be included in the
2018/28 Long Term Plan subject to Council decisions. It is noted that the planned adoption
of Smarty Grants (grants administration system) would provide greater certainty and controls
around Council heritage grants processes.

1.2 Background

This review is scheduled in the approved Internal Audit Plan for 2017/18. See Appendix A,
which provides greater detail on the agreed objectives, scope and approach for this review.

Earthquake strengthening of buildings has been a national and local issue for many years.

A list of earthquake-prone buildings (18) was drawn up by Council in 1990. The requirement for
Council to have an Earthquake-prone Buildings Policy, in 20086, resulted in Council funding the
assessment of approximately 503 buildings in the CBD. 207 were recorded as not meeting 33%
of the New Building Standard. The assessments were completed by external structural
engineers. No Notices to Fix were issued pending the legislative outcome of the inquiry into the
2010/11 Christchurch earthquakes. Only assessments with a notice issued prior to the
commencement of the new Act (1 July 2017) would retain their automatic validity, by law.

2
Oasis: 9814823
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Ministry of Business Innovation & Employment was, at the time of our Review, working with
Councils on how the prior assessments will be used under the new Act, and whether a
validation process will be needed. Council had the benefit that the completed assessments
followed the process required by the Society of Earthquake Engineers.

In summary the new Act requires:
Councils and Central Government to introduce a central register of earthquake prone
buildings (Less than 33%, New Building Standard).
These affected building owners will be required to have their buildings assessed
(Individual Evaluation Procedure) using a standard methodology at their cost.

The assessment will be reviewed and approved by Council, subject to a dispute

procedure.

Councils will profile Buildings for action by risk and issue (Earthquake-prone Building)
EPB notices to fix (s133AL).
The building owner then has a period of time (depending on building construction type,
status and Seismic Zone -~ Palmerston North is zoned High risk) to commission the
design and completion of strengthening options, or to remove the building.

The penalty for not completing the work by the required timeframe is $200,000.

Table 1 - Definitions

Acronymy/ | Definition Purpose Examples Source
concept
NBS New Building Current design standard for Buildings are designed such | NZS Structural design
Standard new buildings in New Zealand. | that the risk of loss of life actions - Part 5.
from failure is between Earthquake actions - New
1 chance in 100,000 and 1 in | Zealand Commentary
10,000,000 per year. NZS1170.5 Supp1 2004
Objective 2).
MMI Modified A measure of earthquake The Chnstchurch MMI Iinternational measure.
Mercalli intensity that includes factors (February 2011) was Richter scale measures the
Intensity such as shaking and distance estimated to have an MMI| of | shaking at source MM aiso
from source. 8-9 in the CBD considers distance
Seismic Fatality nsk Risk measurement. The Central Administration For recent comparison.
Risk Strengthening to 67% New | Buildings central core Road deaths (around 350 a
Building Standard = nsk S | building (Iifts and stairs) has | year, 1in 12,500 per year)
times greater than 100% New | a fatality risk of. between 1 and from cancers at
Building Standard. chance in 5.000to0 1 in around (327 per 100,000 or
A rating of 20-30% New | 500,000 per year, 1 in 333 per year)
Building Standard = 20 to 25 | The building may be
times the risk. unusable after a moderate
earthquake
Economic nisk Cost of not being able to use The forces at the Pyne
the building or rent it. Notices Gould Building collapse were
will be required on buildings if reported from a nearby
earthquake-prone. sensor at 3 times NBS.
{Royal Commission on the
Christchurch Earthquakes)
Building The Building The level of importance is a Level 1 —typically an Building Code and
Importance | Importance factor in determining how ancillary building or shed Individual Evaluation
Level strong the building is designed | A Level 2 building has a Procedure (IEP)
to be. normal risk to human kife e g. | methodology. This was set
A Level 2 building has a safety | residential house, normal out in Government
risk factor of 1 included in the commercial building. Regulations issued by the
building assessment A Level 3 building has a Ministry of Building,
calculation whereas a Level 4 higher level of social Innovation and
building must be stronger and importance and more than Employment in July 2017,
has a risk factor of 1.8. 300 people who gather in
one place.
A hospital or Civil Defence
HQ is of Level 4 importance.
Level 5 e.g. a large Dam
above a populated area,
3
Oasis: 9814823

Page |68



2. Summary of Issues & Recommendations

Issue & Recommendation

Review of Earthquake Strengthening

Risk Rating

Deferment leading to incomplete processes for
Management of Programme 802 — Seismic Risk in
Council Buildings

Management should:

a) Review the scheduling and timetable of the
Programme to see if quicker progress can now he
made in line with Council intentions.

b) Communicate with the CAB staff about building risk.

c) Prepare a PEP (including programme governance
matters)

d) Document Health and Safety issues for seismic risk in
the interiors of the leased properties.

e) Prepare a procurement plan for Programme 902.

f) Use a register to track issues and their resolution
during the Programme.

High Medium Low

There is uncertainty if the building strength
assessment of the Civic Administration Building
meets the requirements of the new Act

Management should:

a) Ensure that the building strength assessment,
including building level of importance and strength,
complies with the new act, and is completed by an
appropriate Chartered Professional Engineer.

. No formal decision made about the level of

strengthening for Council buildings after legislative
change

Management should:
a) Present an updated analysis of the options for levels

of strengthening of Council Buildings for Councillors in
light of the new Act.

Significant strengthening decision for Civic
Administration Buildings external stairs not recorded

Management should:

a) Ensure that decision making is documented, regarding

Oasis:

9814823
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early strengthening of the external stairs to the CAB.
b) Complete an engineering assessment of the external
stairs.

Risk of incomplete Land Information Memorandums
Management should:

a) Ensure that Land Information Memorandum have the
most up-to-date information about the earthquake-
prone status of the building by ensuring the draft
reports are approved on time.

b) Check if any of the 12, remaining unapproved
assessments, had Land Information Memorandums
provided and correct them if necessary.

Computer Update access to Earthquake-prone
Building (Oasis system) module was provided to
people who don't need it

Management should:

a) Ensure-the Earthquake-prone Building Module owner
regularly checks the correctness of system access to
it.

b) Ensure that an independent person should monitor
changes to the data with a financial impact such as
building strength in the Ozone earthquake-prone
module database.

c) Correct the access permissions for the generic finance
logins.

Efficient data transfer & integration for new central
register — new process design

Management should:

a) Check that the data in the two systems is in
agreement.

Oasis:

9814823
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Review of Earthquake Strengthening

Appendix A

1. Objective and Scope
The objectives of this review were:

1. Review Council's preparedness to implement the Building (Earthquake-prone
Buildings) Amendment Act 2016, including Council public buildings.

2. Review the adequacy of policy to guide decision making and compliance with the
legislations for earthquake strengthening of Council buildings.

3. Review the probity and compliance to policy for the grants issued for earthquake
prone heritage buildings.

The scope of the work was: Any matter that is, or could be, related to the audit objectives.
Indicative work areas were:

Preparedness, advice, planning, budget, Heritage Fund grants, Council buildings, risk
assessment, resourcing, reporting, information sharing, communication, register of
assessments, |[EPs, prioritization, health & safety (NB Worksafe advisory is that they will not
take action if building owners comply with Earthquake-prone Buildings Amendment Act).

And, we reviewed the management of Programme (802) — Seismic Strengthening of Council
Buildings (scheduling, budgeting, communication, risk management, stakeholder
management and relationships, procurement planning, tools), compliance to Council Policy
MT 83, Project Execution Plans and we considered the qualifications and independence of
Council of the Engineers who prepared the assessment reports (the organisation used firms
of professional engineers who employed additional outside computer modelling expertise
when required).

Out of scope were decisions within control of Ministry of Business Innovation & Employment.
2. Approach
Qur approach was to:

Collect and evaluate the material from interviews and documents in the indicative areas
relating to controls, risk management and Governance. Our analysis of controls was based
on comparison of the condition of our sample against the criteria, the causes of the condition
found and the consequences, if left unaddressed.

3. Limitations of Approach

We have carried out this audit in compliance with the International Standards for the
Professional Practice of Internal Auditing. We relied on the information provided by staff we
interviewed, supported where possible by cross checking, observation and documentation.
All of our findings falling within scope are reported and assessed as Low to High risk using
professional judgement supported by our assessment framework. In addition, those matters
that were identified as requiring management action, but outside of the scope, were reported
to management for completeness.

16
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Review of Earthquake Strengthening

4. Findings Significance Guide

High

A weakness where there is substantial nisk of loss of funds, impropriety, poor value for meney, or failure to
achieve organizational objectives. Such risk could lead to an adverse impact on business. Remedial action
must be taken urgently

Medium

A weakness in control which although not fundamental, relates to shortcomings which expose individual
business systems to a less immediate level of threatening risk or poor value for money. Such a risk could
impact on operational objectives and should be of concern to senior management and requires prompt
specific action

Low

Areas that individually have no signfficant impact, but where management would benefit from improved
controls and/or have the cpportunity to achieve greater effectiveness and/or efficiency.

Oasis:

9814823
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Review of Accounts Receivable & Aged Debtors

Executive Summary

11

Overall Findings and Conclusions

During the review we noted the following areas of good practice:

v

Generally, a sound system of internal controls designed to achieve system objectives
with some exceptions

Amendments to transactions (credit notes or refunds or reissuing invoices) were subject
to sufficient oversight and approval procedures to validate their accuracy.

Sufficient arrangements are in place to review and approve debt write off

The Credit officer diligently follows up on each debtor accounts on a monthly basis
ensuring that appropriate debt recovery actions are taken on a timely basis.

However, our audit disclosed that considerably greater effort is needed by the Units
responsible for managing receivables. Overall, we have made 18 recommendations and
management has agreed to implement 12 of them. Based upon interviews, test work
performed, analytics and the opportunities for improvement noted below, we concluded that
management should:

x  Strengthen the internal control environment by:

x

x

improving / setting up effective operating procedures to support all account
receivables tasks including payment plan , write off process and provision for bad
debt calculations (Detailed finding # 1 & 7)

Authorisation of System user access whilst ensuring segregation of duties and cash
handling in transit are not always adequate (Detailed finding # 12 & 9)

Credit rating check of customers & staff in financially sensitive roles are not
adequately performed as per Management policy (Detailed finding # 2 & 4)

Setting up a billing procedure for all Building Services to ensure timely recording of
income (Detailed finding # 10).

Improve existing processes and system in order to encourage more effective debtor
collection activity and positive customer behaviour by:

Evaluating for possible interface between modules that support seamless transfer or
alert system for more effective debtor management (Detailed Finding # 6)

Noting of all debtor recovery action undertaken in OZONE for future referencing
(Detailed Finding # 3)

Considering charging penalty & interest charges for late payments (Detailed Finding
# 5)

Considering providing credit card payment option at all customer contact points
(Detailed Finding # 8).

Improve management monitoring of Aged Receivables by:

Setting up a monitoring forum / mechanism for formally monitor risk issues affecting
the achievement of the set KPI| (Detailed Finding # 11).

Oasis ID 9820008
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Review of Accounts Receivable & Aged Debtors

1.2 Background

As part of the Internal Audit Programme for 2017-18, approved by the Audit & Risk
Committee, we have undertaken and audit of the Palmerston North City Council’'s Accounts
Receivable and Aged Debtors internal control environment - see Appendix A, which
provides greater detail on agreed scope and our approach to this review.

The main objective of the Accounts Receivable function is to ensure that Council's Debtors
are billed and payments made by the Debtors are complete, accurate and timely. This also
includes recovery of outstanding debts and, where applicable, the writing off of irrecoverable
debt. The officers responsible are guided by Sales and Accounts Receivable Management
Policy (MT 82) which is available to all relevant members of staff.

Palmerston North City Council receives payments from customers either through online
payments or through cash payments. The processing of online payment is carried out by the
Finance Division and Front of House (Customer Services) Division carries out the
processing of cash payments received over the counter. However, the full process requires
the input of officers across Divisions as invoice requests are raised by officers from different
divisions within the Council.

Palmerston North City Council's receivable balance and the corresponding provision for
doubtful debts have grown steadily over last three years - see appendix B for further data
analytics.

2. Summary of Issues & Recommendations

Issues & Recommendations

1. Insufficient documentation of controls or procedures

Management should:

a) Establish well-written procedures or improve the quality
of the existing Desk Files for the Accounts Receivable
function for each of the relevant divisions that perform
Accounts Receivable tasks.

b) Communicate the procedure to all employees that have
accounts receivable tasks to ensure there is a clear
understanding of roles and responsibilities.

2. Non- compliance with Management Team Policy (MT 82)
Sales & Accounts Receivable, requirements for
conducting customer credit rating check
Management should:

a) Comply & communicate its Policy requirement regarding
conducting Customer credit rating check.

3. Lack of notes / audit trail of debt recovery action
undertaken & documentation substantiation in OZONE

Oasis ID 9820008
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Review of Accounts Receivable & Aged Deblors

Risk Rating

Issues & Recommendations High Medium

Management should:

a) Establish or use if already exists in OZONE a 'note’
functionality which records the steps taken to recover
funds and where available any evidence/ supporting
documentation must be retained in the document
management system within OZONE

b) Communicate the management expectation regarding
note taking and attaching documentation for future
referencing and audit trail purposes to all relevant staff.

4. Lack of periodic criminal & credit check of staff handling
cash or cheque handling responsibilities

Management should:

a) Revise the existing Human Resources policy or
procedure to include requirement for conducting Criminal
or Credit Check of staff who have cash or cheques
handling responsibilities and/or staff with financially
sensitive roles on a periodic basis (frequency depending
on what is deemed appropriate by the management).

5. Not charging penalty & interest charges on overdue v
accounts

Management should:

a) Realign its customer management philosophy within the
wider management group with regards to charging
customers for their overdue accounts and consider
setting up a policy regarding assessment criteria of
interest and penalties for either all past due type of
accounts or on select past due accounts.

6. Possibility of compromise of debtor recovery action on
customers billed for multiple services

Management should:

a) Develop an interface between Modules within OZONE as
this will help to identify debtors with multiple unpaid
invoices and customers that are tagged as 'STOP
CREDIT".

b) In the case where customers are billed for multiple
services and the customer has poor payment history or
the customer has been tagged, then the customer should
be referred to the originating division to assist with the
recovery process and /or to enable a strategy to prevent
further debt occurring with the same customer such as
collecting guarantees or payment plans or advance |

Oasis ID 9820008
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Review of Accounts Receivable & Aged Deblors

Issues & Recommendations

deposit in cases where Council services cannot be
denied

High

Risk Rating

Medium

y &

Debt recovery payment plans setup may not be
adequate or effective to achieve the maximum return of
Council’s funds

Management should:

a) Set up an operational plan that helps to determine the
point at which payment plan can be offered, basis for
calculating payment plan term, frequency and amount.
This must be in line with the organisation's appetite to
recover funds using these means.

b) Develop OZONE to have the ability to send automated
reminder letter or Agreed Payment plans arrangements
should be explored within OZONE.

Credit card payment option not available at all customer
contact points

Management should:

a) Review the possibility of extending the Credit Card
Payment option to the Front of House and via Customer
Contact Centre for all types of invoices.

Unauthorised user access to OZONE
Management should:

a) Periodically review to ensure that only appropriate staffs
have access.

b) All segregations are valid and are setup properly in the
OZONE system (including that for the backups)

10.

Time lag between services delivered and invoice date
for Building Services

Management should:

a) Develop a billing procedure or guideline billing procedure
for each division and each activity which includes
standard timeliness goals which would help the
organisation to ensure timely recognition of revenue in
the same fiscal period that it has earned it and to ensure
that there are internal controls in place to ensure that
these scenarios can be avoided

Oasis ID 9820008

Page |87

ITEM 9 - ATTACHMENT 2



¢ INJINHOVLLV - 6 IN3LI

Review of Accounts Receivable & Aged Deblors

Issues & Recommendations

|
11.Lack of mechanism or forum to formally monitor risk

issues affecting the achievement of the set Key
Performance Indicator

Management should:

a) Hold formal monthly meeting to discuss all issues
affecting the accounts receivables for the 3 + months old
accounts. All issues discussed should be formalised in a
meonthly action log.

High

Risk Rating
Medium

Low

12. Non-compliance of Cash Handling Policy (MT 81)
requirement regarding handling cash in transit.

Management should:

a) To increase the awareness of the Cash Handling Policy
requirements to all relevant staff with cash and cheque
handling responsibilities.

13. Preferential treatment of staff members not supported
by management policy or written authority for Garage
services

Management should:

a) Either reconsider the existing offer of instalment
payments to staff members or develop a policy intended
for staff use only which ensures an authorised and fair
payment plan options available to all employees.

Oasis ID 9820008
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Review of Accounts Receivable & Aged Debtors

Appendix A - Audit Objective, Scope & Approach

1. Objectives & Scope

The overall audit objective is to provide an objective independent opinion on the
below:

Degree to which the existing Accounts Receivable & Revenue Management
process is in compliance to the Management Team Policy & Procedures and
any other relevant legislations such as Goods and Services Tax (GST)
treatments.

Whether the management controls and procedures are effectively designed and
operating to ensure that the Accounts Receivables including Credit Notes, are
properly recorded and processed

Whether the related allowances for doubtful accounts and collection and write-
off processes are adequately managed.

2. Scope

We conducted this audit in accordance with our agreed Terms of Reference, dated
August 2017. The audit period was FY 2016 -17 (July 2016 to July 2017). However,
based on the work performed during the preliminary survey gain process
understanding and the assessment of risks involved, the audil period varied
depending on the audit criteria being assessed. Areas covered in this audit were as
per below:

Cass 10 9820008

Legislation, Policies and Procedures

To ensure that all staff responsible act consistently in compliance with the
Council's Management Team Policies and Procedures requirements and
comparing it against comparative standards / commonly accepted best practices
to assess the reasonableness of the existing process controls and how they are
managed

Debtor Transactions and records in OZONE system

To ensure the reliability and security of the OZONE Sundry Invoicing system
and records and that they are maintained through the reliable operation of the
system and its interfaces with other modules.

Raising Invoices & Receipting

To ensure that the invoices are completely, validly and timely raised and
recorded in OZONE in respect of the fees / services delivered in the same
accounting period and in line with management requirements. To ensure that
that payments received from customers (online or cash) are appropriately
receipted and handled in a safe and secure manner

Refunds
To ensure that the credit notes or refunds for incorrectly raised debt and/or
overpayments are completely and accurately recorded and authorised

Debt Recovery Actions

To ensure that all appropnate action to recover overdue accounts is taken in a
timely manner and only uneconomic and irrecoverable outstanding amounts
are written off.

Security of data
To ensure that the data or access to modules in OZONE is protecied and
restricted to only authorised staff members.

Management Review and performance management

20
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To ensure that management periodically measures and reviews the
performance and effectiveness of the Accounts Receivable processes

3. Out of Scope

This Internal Audit will not assess the Revenue collection management of rates
activity as this will be assessed in the Rate Activity Audit planned for the year 2017-

18.

4. Approach & Methodology

We utilized several audit methodologies to achieve the audit objectives, These
methods inciuded but were not limited to:

1.

5

Discussions with key employees from various divisions s such Finance, Arena &
Convention Centre, Depot, Customer Services to ascertain nature of the
systems in operation. We interviewed the following staff .

Financial Administration Officer * Manager — Venues PN
Head of Support Services * Arena Administration Officer
Financial Accountant «  Front of House staff *1
Finance Manager e  Senior Events Venue Officer

*  Works Administration Officer - Depot

Evaluation of the current systems of internal controls through walk- through and
other testing methods to confirm the audit findings and/or conclusions
Identification of control weaknesses and potential process improvement
opportunities

Discussion of our findings with management and further development of our
recommendations and

Preparation and agreement of a draft report with the process owner

5. Finding Significance Guide

A weakness where there is substantial nsk of loss of funds, impropnety, poor value

High for money, or failure to achieve organizational objectives. Such nisk could lead to an

adverse impact on business. Remedial action must be taken urgently

A weakness in control which although not fundamental, relates to shortcomings

Medium which expose individual business systems to a less immediate level of threatening

nisk or poor value for money. Such a risk could impact on operational objectives and
should be of concemn to senior management and requires prompt specific action.

Areas that individually have no significant impact, but where management would

Low benefit from improved controls andior have the oppertunity to achieve greater

effectiveness and/or efficiency.

Cass 10 9820008
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Review of Accounts Receivable & Aged Debtors
Appendix B - Data Analytics

i.  Accounts Receivable balance vs. Provision for Doubtful Accounts

The Councils' Accounts Receivable Balance and the corresponding allowance for the
doubtful account in the last 3 financial years as depicted in the following table has grown
steadily over the last 3 years:

Year end Gross Receivable Provision for Allowance
Balance as of Doubtful Debts* Percentage
2015 2774952 38780 1%
2016 3024234 134657 4%
2017 3493695 197374 6%

The allowance for doubtful debts represents the portion of the Council's receivables that
in the estimation of management may not be collectible.

Analysis:

1. 5 debtor accounts account for 70% of the provision for doubtful debt balance for
the year 2017.

2. The increase in provision for doubtful debts could be attributed to non-
recoverable accounts such as Claims for damaged property, liquidated debtor
accounts, Rental accounts etc.

ii.  Ageing Accounts Receivable balance

*Past 3 years - Accounts Recievable Balance by Aging

1,600,000
1,400,000
1200000

00,000
600,000
AL 00

¥¥ 2015 ¥ 2010 ¥ 2017
W Current Amount 1,146,056 1,347,813 1,540,097
wimonthol | mms | 281,401 [ 425,354
wiMonthsold | 431 | wam | 20,388
3+ Maeths Ot 162,031 272,97 136,631

* Excludes Development Contributions as these extend over a fong penod of time

Analysis:

1. The above chart shows that total Accounts Receivable balance has increased
by 16% on average over the last three years. This could be attributed to
increase in the Building Consents, Resource Consent business services.

2. The largest increase has been in the 1 month old aged debt bucket by 51% in
the last financial year (end of 2017) over the prior year (end of 2016); however it
is to be noted here that it has been meeting the Management KPI for the 3
month old aged debt set at 15% in the last financial year.

Oasis 10 9620008 22
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Review of Accounts Receivable & Aged Debtors

Commercial Customer Debt vs. Community Services Debt,

*Commercial Customer Debt vs. Community
Services Debt

e

Current Amount 1 Month oid 2 Months old 3+ Months Old

@ Commercial Services & Community Services

* Data as of 20009/2017
* Excludes Development Contributions Dedt
* Defimion of Commercial & Community Services ; As defined by Management :

« Community Services mentioned here Includes Bullding Consents, Cemetreries, City
Future, City Networks, Complance Shcedules, Customer Services, Liquor Licensing.
Premise Registerations, Resource Consents

* Commercial Services mentioned here includes Car Park Leases, Arena, Civil
Engineenng, Convention Centre, General Debtors, Sold Waste, Communty &
Commercial Debtors, Green Waste Charges, Library | Print Synergy. Rentals, Sundry
Debtors, Village Valley Centre Debtors.

Analysis:

1. 84% of the total Receivable balance consists of the debt outstanding from
the Community Services. This could be attributed to the fact that the Council
has the duty to deliver / provide these services to the city irrespective of the
credit history of customers,

Oass 10 9820008
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PALMERSTON NORTH CITY COUNCIL

MEMORANDUM

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: Delegations Manual - Amendment to Powers of Chief Executive
DATE: 3 November 2017

AUTHOR/S: John Annabell, Legal Counsel, City Corporate

RECOMMENDATION(S) TO COUNCIL
1. That the Council’s Delegations Manual be amended by adding the following sub-clause
(c) to clause 201 relating to delegations to the Chief Executive:

“(c) Does not involve the revocation or alteration of any decision previously
made by the Council unless expressly permitted; and”

1. ISSUE

There is a need to clarify the role of the Chief Executive’s decision-making powers with
regard to matters on which the Council has previously made a decision.

2. BACKGROUND

The Council’s Delegations Manual was recently amended to provide the Chief Executive with
a broad delegation to be able to carry out all functions, powers and duties of the Council
subject to specified exceptions. However, there is no express statement in the Delegations
Manual relating to the Chief Executive’s power to revoke or alter decisions that have been
previously made by the Council, rather than by the Chief Executive.

Accordingly, this memorandum recommends that the Chief Executive’s powers be limited in
the manner set out in the above recommendation.
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For completeness, clause 201, as amended above, will state as follows, the new sub-clause
(c) being printed in italics:

“201. Subject to any limitations in the Financial Delegations to the Chief Executive, the
Chief Executive is delegated all functions, powers and duties of the Council:

(a) except those retained by the Council, or delegated to a committee or
other subordinate decision making body of the Council; and

(b) subject to any legal limits on the Council to do so, and any conditions or
limits imposed by the Council from time to time (including financial
limits); and

(c) does not involve the revocation or alteration of any decision previously

made by the Council unless expressly permitted; and

provided the Chief Executive exercises such delegated authorities consistently
with Council’s strategies and policies (including the 10 Year Plan, Annual Budgets
and District Plan) and any Council approved guidelines regarding those strategies
and policies.”

3. NEXT STEPS

If the recommendation is adopted, the Council’s Delegations Manual will be amended
accordingly.

4. COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide? No
Are the decisions significant? No
If they are significant do they affect land or a body of water? N/A
Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special Consultative procedure? | No

Is there funding in the current Annual Plan for these actions? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? No
ATTACHMENTS

Nil

John Annabell
Legal Counsel
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MEMORANDUM

TO: Audit and Risk Committee

MEETING DATE: 20 November 2017

TITLE: Auditor Engagement and FY 2017 Final Management Report
DATE: 1 November 2017

AUTHOR/S: Keith Allan, Financial Accountant, City Corporate

RECOMMENDATION(S) TO COMMITTEE

1. That the Committee receive the 2017 Final Audit Management Report.

ISSUE

Auditor Engagement

At the August 2017 Audit and Risk Committee meeting the following resolution was
adopted.

“1. That Council receive the Audit Proposal and Engagement letters for the years
ending 30 June 2017, 2018 and 2019 and that Council note the appointment of Audit
New Zealand as Auditors and approve acceptance of the letters by the Mayor, except
for the audit fee which is be to subject to further negotiation by the Chief Executive
and report back to Council.”

Subsequent to that meeting the Chief Executive discussed the audit fees with Audit
New Zealand. The outcome of this was that the Chief Executive accepted a goodwill
discount of $8,703 off the proposed fee for 2017 and of $10,358 for 2019. The 2019
discount will apply if the Council addresses the new capital and renewals
underspend issue, and improves its procurement and project management practices.

Amended letters have been accepted and signed by the Mayor.

ISSUE

Final Audit Management Report
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The final report on the audit of the Council for the year ended 30 June 2017 has
been received from the Council Auditors, Audit New Zealand. In the report the
auditors outline significant matters considered, and areas of interest they have
reviewed during the course of their audit. Where applicable management have
commented on audit’s recommendations and these are incorporated in the report.

This report includes an update on the matters outstanding from previous reports.

Where appropriate management will be reviewing and considering the

recommendations for implementation.

3. NEXT STEPS

It is recommended that the Committee receive the final 2017 audit management

report.

4. COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide?

If Yes quote relevant clause(s) from Delegations Manual clause 167 ves
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No
Does this decision require consultation through the Special Consultative procedure? | No
Is there funding in the current Annual Plan for these actions? Yes
Are the recommendations inconsistent with any of Council’s policies or plans? No

ATTACHMENTS

1.  Audit New Zealand final 2017 management report 4T

Keith Allan
Financial Accountant
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Report to Coundil on the audit of the Palmerston Morth City Council Page 1
for the year ended 30 June 2017

Key messoges

We have completed the audit for the year ended 30 June 2017, This report sets out our
findings from the audit and drows attention to areas where the Palmerston Marth City Council
(the City Council) is doing well and where we have made recommendations for improvement.

This repert should be read in conjunction with our interim report ta you dated 18 luly 2017,
Audit epinion

We issued an unmedified audit opinion on 25 September 2017, This means that we are
satisfied thot the finoncial statements and statement of service performance fairly reflect the
City Council and group's activity for the year and the financial position at the end of the year.

Significant maters considered during the audit
1 Assessment of contrel envirenment and internal contrals

There were no significant control deficiencies identified during our review of financial
and performance repaorting systems,

Owverall the control environment is effective,
2 Actual renewals and capital expenditure below forecasts

The City Council has confinued to improve the level of copital spend against planned
expenditure. However, actual capital expenditure still remains significantly lower
compared to the budgeted capital expenditure in its capital programmes,

This is a risk because it has the potential to impact on the City Council’s ability to
deliver the levels of service committed through the Long Term Plan and annual plan
precesses. It can dlso cause cost escalation issues if projects are not completed In o
timely manner.

Council continues to implement its action plan to respond to the performance issues
resulting from the under spend against its renewals and new capital expenditure
pregramme, This action plan takes inte account the recommendations we have made
as part of cur previous management reports and previous internal audit findings. The
action plan is still expected to take a couple of years to fully implement and reap the
full benefits. Overall there has been an improvement by the City Council but there is
still @ leng way to go.

It is impartant that this remains o key area of focus for the City Council and that it
confinwes to implement the action plan, intfernal oudit's recommendations and the
recommendations made through our review of procurement, contract monagement,
and project management,

3 Review of procurement, contract management, and project management

As part of our audit we sought to gain an understanding of how the City Council
manages the risks associated with procurement, confract management and project
management. This included testing the procurement process used during the
procurement of the City Councll's major roading contract, testing the contract

AUDIT NEW ZEALAMD
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Report to Coundl on the audit of the Palmerston Morth City Council Page 2
for the year ended 30 June 2017

management system, reviewing project reporting, and meeting with maonogement to
discuss progress against recommendations identified from the 2016 internal audit
review,

Owur review identified good practices and recommendations for improvement,
4 Performance measure rules

We reconfirmed that the perfermance framework from the 2015 to 2025 LTP
remains an appropriate base to enable the City Council to fairly reflect its
perfarmance.

This is the second year that the City Council has had to report against the Department
of Internal Affair's mandatory performance measures. Overall we are satisfied that
the City Council's performance information for these measures fairly reflects the
actual performance of the City Council for the year. We have noted some areas of
improvement in section 2.3.2 of this report.

In addition we have recommended that, as part of the LTP process, the City Council
reviews its performance measures to ensure they are apprepriate and abled to be
mecsured.

5 Revaluvation of infrastructural assets

The City Council revalued its infrastructural assets effective 30 June 2017, The
valuation resulted in an increase of $399.46 million.

To gain assurance over the valuation we discussed the valuation process with the staff
involved and with the peer reviewer.

We are satisfied that the valeation complies with Generally Accepted Accounting
Fractice and the revaluation has been correctly accounted for and disclosed.

& Rates legislative compliance

Rates are the City Council’s primary funding source, Compliance with the Local
Government (Rating) Act 2002 (LGRA) in rates setting and collection is critical to
ensure that rates dare validly set and not at risk of challenge.

We reviewed the City Council’s complionce with aspects of the LGRA that potentially
could have a material impact on the financial statements. We focused on the rates
sefting process — the consistency and completeness of the resolution and the Funding
Impact Statement (FIS).

Our review ldentifled six patential lssues. We reported them to Councll in our interim
management report dated 18 July 2017, We are pleased to report that the City
Council addressed all but one of these before the rates were struck for the 2017/18
yaar.

AUDIT NEW ZEALAND
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Report to Coundil on the audit of the Palmerston North City Council Page 3
for the year ended 30 June 2017

Issues identified during the audit

The following table summarises our recommendations and their priority:

Item Recommendation

2.1 Actual renewals and capital expenditure below
and forecasts

2.2 We recommend the City Council:

. continue to implement the action plan, internal
audit's findings from 2015/16, our review
recommendations on procurement, contract
management, and project management; and

. review the capital budgets of projects going
into the next LTP to ensure these have realistic
timeframes.

2.3.1 Performance framework

As part of the LTP process, the City Council should
review its performance measures to ensure they are
appropriate and abled to be measured.

2.3.2 Performance measure rules

Continue to make improvements to the collection and
reporting of data.

2.5 Rates legislative compliance

The City Council should seek independent legal
advice over their rating process given the
importance of rates funding for the City Council and
the increased public scrutiny and legal challenges

been seen throughout the country.

There is an explanation of the priority rating system in Appendix 1.
Thank you

We would like to thank you, the Council, management and staff for their assistance throughout
the audit.

Karevv Y tm«r?,

Karen Young
Audit Director
8 November 2017

AUDIT NEW ZEALAND
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Page 4
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Report to Coundl on the audit of the Palmerston Morth City Council Page 5
for the year ended 30 June 2017

1.1

1.2

2.1

Ovur audit opinion

We issued an unmodified audit opinioen
We issued an unmedified audit opinion on 25 September 2017,

This means that we were satisfied that the financial statemeants and statement of
service performance fairly reflected the City Council's activity for the year and its
financial position at the end of the year.

Uncorrected misstatements

The financial statements are free from material misstatements, including omissions.
During the audit, we hove discussed with management any misstatements that we
found, other than those which were clearly trivial. There were ne significant
misstatements identifled during the audit that have not been corrected,

Significant findings from the audit
Actual renewals and capital expenditure below forecasts
We found:

. The City Council has continued to improve the level of capital spend against
planned expenditure. However, actual capital expenditure still remains
significantly lower compared to the budgeted capital expenditure in its
copital progrommes,

. The City Council has continved to pricritise its renewals programme ahead of
new capital expenditure, although we have seen a small drop in the level of
renawdls work completed this year when compared with last year.

. Across different areas of the City Council the extent of underspend varied
between asset classes accumulating in o significant under delivery of the
capital programme.

The ability to spend the full budget is dependent on meeting third party and external
funding requirements, which we acknowledge is not always possible. However, the
City Council should continue to make improvements in this area.

item Percentage of budget spent (%) Actual expenditure (millions)
201617 2015/16 W67 2015/16

Renewals 82 az 17.9 18.5

Mew capital L 53 . 40 153 12.4

Given the significant underspend in the past, and the time it will take for the City
Council's action plan to be fully implemented, we did not expect the City Council to
reap the full benefits of the plan straight away. However, as the plan has been in
place for over a year now, we did expect It 1o be further dlong. Overall there hes
heen an improvement each year by the Council but there is still o long way to go.

AUDIT NEW ZEALAND
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2.2

There is an opportunity for Council to reset the capital spend progromme as part of
its planning for the next LTP. We expect that management and Council will leok at the
proposed capital spend budget and how realistic the target is. For example, this may
mean projects that vsed to be budgeted to be started and completed within o single
financial year are budgeted over o two year period which takes into account all
stages of the project and the length of time each stage actually takes (for example,
for more significant or controversial projects, a realistic time frame for obtaining o
rescurce consent may be six months so the City Council could not be expected to
complete the project all in one year).

As part of the audit we reviewed procurement, contract management, project
management and progress made by the City Councll tawards the 201464 internal
audits review over the above areas. Through this review we identified further
recommendations for the City Council to improve in these areas which hove been
discussed and agreed with management, We discuss this in more detail in section 2.2,

We recommend the City Council:

. continue to implement the action plan, internal audit’s findings from
2015/14, and our recommendations on procurement, contract management,
and project management; and

. review the capital budgets of projects going Into the next LTP to ensure these
have realistic timeframes, so the City Council s not sefting itself up 1o
uvnderperform,

Managemant comment

It is recognised that continued implementation of the action plan is essential for further
improvement. Increasing project requirements, including in obtaining approvals and
consultation, mean further incredses in capital expenditure may be limited by resources
available.

Recommendations on procurement, confract management, and project management are
generally supported and will be actioned.

With the LTF now being prepared capital programmes included are being reviewed to
ensure that they are appropriate and have realistic timeframes.,

Review of procurement, contract management, and project management

Having appropriate procurement, contract management and proeject management are
is necessary, especially in light of the City Council’s continved capital underspend [as
noted in 2.1).

Some of the key outcomes of having an effective procurement, contract management
and project management are:

. delivering strategic objectives and improving the quality of services
delivered to the public;

. savings realised through improved procurement can be channelled into
priority services; and
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. local government is under increasing pressure to deliver services in the face
of increased costs and rate and debt limitations, Effective procurement,
contract management, and project management are key ways to achieve
“more with less™,

As part of our audit we sought to goin on understanding of how the City Council
manages the risks cssociated with procurement, contract management and project
mancgement. This included testing the procurement process used during the
procurement of the City Council’s major roading confract, testing the conlract
management system, reviewing project reporting, and meeting with management to
discuss progress against recommendations identified from the 20146 internal audit
review.

Qur review identified good practices and areas for improvement, Qur
recommendations for improvement for each area are set out below,

Procurement

We recommend:

. That conflict of interest declaration forms are completed; including being
signed off, as soon as a persen becomes involved in the procurement
process. The continved involvement of a person who has not sufficiently
completed the declaration precess creates a potential risk to the integrity of
the procurement,

. Staff who are invalved in procurement are aware of the different types of
conflict of interest and how these should be monoged (for example,
considering the relationship with the incumbent going for the tender as a
potential conflict of interest). Regardless of whether there 1s an actual conflict
or bias, it is impartant to consider perceptions in order to maintain market
confidence.

. Dedaration forms be treated as a live document and they are vpdated
numerous times throughout the procurement.

. A procurement stretegy or plan te be completed for every significant project
prior to tendering which includes maintenance or operations contracts. This is
important to ensure that Council resources are being vsed effectively and the
best approaches to the market are taken.

. An analysis of procurement risk as part of procurement planning so that risks
can be identified, avoided or appropriately managed.

. There is evidence that the processes at key stages has been conducted fairly
and appropriately, including finalising non-price scoring prior to opening the
price envelope.
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Ma nagement comment

Recommendations concerning “Conflicts of Interest” and “Non-Pricing /Pricing Envelope”
procedures are supperted and a review of Procurement Policy MT70 and the Cenfract
Administration Manual will be conducted accordingly.

Expectations regording “Procurement Planning” and “Risk Assessment for Procurement” are
acknowledged and need to be given specific considerafion against the range of asset
procurement activities. Mamely operations, maintenance, renewals and capital new waorks
(both minor and major projects). The relevant documents that will be reviewed in this regard
are Procurement Policy MTZ0, the Contract Administration Manual and Council’s
Procurement Strategy for Activities funded through the Mational Land Transport Programme
(currently in draft form and to be submitted for NZ Transport Agency approval in October
20017).

Officers will attend to the reviews referred to above by 30 Movember 2017,

Contract management

. To ensure completeness and accuracy of dato information on the contract
management system, within the audit process the City Council should include
a review of the data that is being placed there.

. To ensure consistency of what s retained on the contract management
system, the City Council should consider formally documenting the required
documents that are needed on the system.

Management comment

Recommendations concerning o bi-onnual oudit of “Confroct Management Records and
Files”™ and “Formally Documenting required Confract File Information”™ are supported and
will now be actioned,

Project management

A significant amount of the data that 1s inputted into the City Council’s project
reporting tool is manually collated and there is relionce on project managers to
ensure that the data they are inputting is accurate,

We recommend that the City Council consider a system or programme of review to
ensure that data inputted into the system Is correct.
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2.3

2.3.1

Ma nagement comment

The Project Status Reporting tool was modified in April 20017 fo include a “certificotion tab”,
whereby Project Managers must confirm that the infermation in the system is acourate and
up to date,

Since January 2017 a new position of Infrastructural Capital Works Coordinator has been
staffed. This position includes responsibilities to take oversight of the tool and flog amy
inconsistences as to the acouracy of information,

Furthermore, monthly reports are presented from the tool to the City MNetworks Executive
Team (CHET) and to the Weorks Programming Forum, where the infermation is assessed as to
progress of delivering programmes and projects, often prompting questions or debate
where there may be a need to challenge the data.

Accordingly, this audit item has been oddressed.

Internal audit report

We note that many of the recommendations made by internal audit from their review
of procurement, contract management, and project management processes and
practices are being progressed,

We recommend that any changes are formally documented and that staff are made
awara of thesa,

Management comment

The recommendation concemning “Formally Documenting Changes to Procurement, Contract
Management and Project Mandgement Processes and Proclices” is supported and will be
the responsibility of the General Manager, City Metworks.

Audit of performance information
Current performance framework

Wa have reconfirmed that the performance framework from the 2015 to 2025 LTP
remains appropriate,

Our gudit work over the performance reports took into occount the;

quality of the overall story the performance reporting tells;
. reliohility /accuracy of the reporting;

. completeness of the repeorting against the performance framework as
outlined in the LTP; and

. complionce with relevant legisiation (in particular the Lecal Government Act
2002, Schedule 10},

We confirmed that the framework and associoted performance measuras provide an
appropriate basis for performance reporting in 2016/17.
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2.3.2

looking forward

From the review of the performance measures and discussions with various staff it was
identified that there are currently some performance measures that are difficull 1o
measure or not meaningful.

With the preparation of the 2018 to 2028 LTP currently underway we recommend
the City Council reviews all of its performance measures within each area and ensures
these are appropriate and measureable going forward.

Management comment

All LTP KPls are currently being reviewed to ensure that they are oppropriate ond
measureable,

Mandatery performance measures

The Non-Financial Performances Measures Rules 2013 specify a set of standard
performance measures for all local outhorities. These measures were included in the
Council’'s 2015 to 2025 LTP and this is the second year it was required to report
against them in the annual report.

We reviewed the systems In place for capturing performence information for selected
mandatory measuras to ensure appropriate systems were in place to record and
report on performance at year-end. We identified thot some of our recommend ations
frem previous management reports had been addressed but there were still
improvemeants required.

YWe continve to recommend the following improvements:

. Continue to review the effectiveness of current reporting and systems to
accurately capture the underlying data and to ensure the data is complete.
Systems and processes should be formally documented for all areas and
regular training provided to all staff involved.

. Perform a regular weekly quality review of dota entered into the Request
for Service (RF5) system in relation to complaints, service requests and
response times to ensure it is complete, accurate ond supportable. Reviews
should focus on following up unclosed jobs, ensuring all data fields are
updated and reviewing any unusual response times, We would expect that
these reviews are formally evidenced by way of a dote and signature,

. Ensure data fields include information to clearly show why dota has been
amended or re-categorised with a clear avdit trall of any changes made
and who authorised these.

. Document any calls thot are excluded as service requests or complaints. This
may require additional fields fo be added to the existing EFS if this
information is not already captured.

AUDIT NEW ZEALAND

Mono Argioke Aciearga

Page |121

ITEM 11 - ATTACHMENT 1



T INJINHOVLLY - TT N3

Report to Coundl on the audit of the Palmerston Morth City Council Page 11
for the year ended 30 June 2017

2.4

2.5

. Continue to review DIA’s guidance to ensure that the dota being captured
and reported meets the mandatory reporting requirements. We expect that
there will be further clarification around these measures as they become
embedded into the annval reporting.

. Ensure there is a system in place to check controctor times recorded are
accurate instead of relying solely on the time that the contractor /staff noted.
This is important to ensure accurate monitoring of performance by contractors
against the City Council's key performance targets.

Munugtmnl comment

Consideration will be given to the recommendations and practicality within existing
resources. This may include exploration of a further module [K-Base Workflow) to the
K- Bose system to address the timeliness of the sign-off procedure.

wWith the LTP KPls currently being reviewed, procedures and business rules plus any DIA
guidance requirements will also be reviewed and incorporated as appropriate.

Revaluation of infrastructure assets

The City Council’s infrastructure assets are revalued every three years in accordance
with the City Council's accounting paolicy. The revaluation wos effective as ot 30 June
2017 and resulted in a total increase of $99.6 million,

The City Council staff performed the revaluations which were then peer reviewed by
AECOM. This is the same process the City Council followed three years age and is in
compliaonce with the relevant accounting standard, PBE IPSAS 17 Property, Plant and
Equipment,

We are satisfied the revaluation complies with Generally Accepted Accounting
Practice and the revaluation has been appropriately cccounted for and disclosed.

Rates = legislative compliance

Rates are the City Council’s primary funding source. Compliance with the Local
Government (Rating) Act 2002 (LGRA) in rates setting and collection is critical to
ensure that rates are validly set and not at risk of challenge.

We reviewed the City Council’s complionce with aspects of the LGRA that potentially
could have a material impact on the financial statements. We focused on the rates
sefting process — the consistency andd completenass of the resolution and the Funding
Impact Statement (FIS).

Cur review identified six potential issves which we reported on in the interim
management report. We recommended the issves be addressed before the rates
were struck for the 2017 /18 period. We are pleased 1o repart that our review of
the 2017 /18 rating process found that all of our recommendations had been
addressed (including the water by meter payments dates) other than: Updating the
FIS in the Annual Plan to shew the total revenve sought from each category of
retedble land for the targeted rates.
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“We continve to recommend the City Council seek independent legal advice over its
rating process given the importance of rates funding for the City Council and the
increased public serutiny and legal challenges been seen throughout the country. This
is practically important for the preparation of the 2018 to 2028 LTP.

Management comment

The importance of the rate selting process is recognised and independent legal advice will
be obtained at appropriate times through the development of the LTP.

3 Other (minor) issues identified during the audit
These have been reported in o report to the Chief Executive.

4 Contrel envirenment

There were no significaont control deficiencies identified during our review of financial
and performance reporting systems.

Owverall the control environment is effective.

YWe performed a high level review of the control environment. We considered the
overall atfitude, awareness, and actiens of the Council and management in
astablishing and maintaining effective management procedures and internal contrels,
Our assessment of these areas was based on regular discussions with key members of
senior management, members of the Council, and our accomulated knowledge of the
City Council's business.

In performing this assessment we consider both the “design effectiveness” ' and
“operational effectiveness”  of internal control. However, it s not the purpose of our
ossessment 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 contral,

5 Status of previous recommendations

The status of each matter that was cutstanding in the interim report to the Council is
summarised in Appendix 2.

-] Mandatery avditor disclosures

Our mandatory disclosures areund our independence and other matters as part of
completing the audit are set out in Appendix 3.

" Cantral is effective 1o aifher prevest or detect @ material errer in either e finarcial tratements and for man-financial infermarian. The costral
in it far purpais”
¥ Cantral hai spercted atlectively Freughout the periad tested.
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Appendix 1: Explanation of priority rating system

Our recommendations for improvement and their priority are based on our assessment of how
far short the City Council is from a standard that is appropriate for the size, nature, and
complexity of its business. We have developed the following priority ratings for our
recommended improvements:

Needs to be addressed urgently

These recommendations relate to a significant deficiency that
exposes the City Council to significant risk. Risks could include
a material error in the financial statements and the
performance information; a breach of significant legislation;
or the risk of reputational harm.

Necessary Address at the earliest reasonable opportunity, generally
Improvements are necessary within six months
These recommendations relate to deficiencies that need to be
addressed to meet expected standards of good practice.
These include any control weakness that could undermine the
system of internal control or create operational inefficiency.

Beneficial Address, generally within six to 12 months

Some improvement required These recommendations relate to deficiencies that result in
the City Coundll falling short of best practice, These include
weaknesses that do not result In internal controls being
undermined or create a risk to operational effectiveness.
However, in our view it is beneficial for management to
address these.
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Appendix 3: Mandatory disclosures

Area

Key messages

Cur responsibilities in
conducting the oudit

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 reparting that
opinlon 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 Councl of their responsibilities.

Cwr avdit engagement letter contains o detailed explonation of
the respective responsibilities of the auditor and the Council.

Auditing standards

We carry out our audit in accordance with generally accepted
audit standards, The audit cannat and should not be relied upon ta
detect every instance of misstatement, fraud, irregularity or
inefficiency that are immaterial to your financal statements. The
Council and management are responsible for implementing and
maintaining your systems of controls for detecting these matters.

Auditor independence

We are independent of the City Coundil in accordance with the
independence requirements of the Auditor-General's Auditing
Standards, which incorporate the independence requirements of
Professional and Ethical Standard 1 [Revised): Code of Ethics for
Assurance Praclifioners, lssued by New Zealand Auditing and
Assurance Standards Board.

In addition to the audit, we hove carried out an assurance review
of the City Council's Debenture Trust Deed, which s compatible
with those independence requirements. Other than the audit and
this engogement, we have no relationship with, or interests in, the

City Council.

Other relationships

We are nol aware of any situalions where a spouse or close
relative of o staff member involved in the oudit cccupies a position
with the City Council that is significant to the oudit.

We are not aware of any situations where a staff member of
Audit Mew Zealand hos accepted o position of employment with
the City Council during or since the end of the financial year.

Unresolved disagreements

“We have no unresolved disogreements with manogement about
matters that individuolly or in aggregate could be significant fo

the finoncial statements. Management has not sought to influence
our views on matters relevant to our oudit epinion.

AL..IDIT NEWZ\_vEALAND

Mono Argioke Aciearga
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PALMERSTON NORTH

CITY COUNCIL

PALMERSTON NORTH CITY COUNCIL

COMMITTEE WORK SCHEDULE

TO: Audit and Risk Committee
MEETING DATE: 20 November 2017
TITLE: Committee Work Schedule

RECOMMENDATION(S) TO AUDIT AND RISK COMMITTEE

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

ATTACHMENTS

1. Committee Work Schedule - November 2017 J T
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