KAIPARA

DISTRICT
Kaipara te Ovanganni + TwoOceans Twe Harbours KAIPARA DlSTRICT COUNCIL

| hereby give notice that an ordinary meeting of the
Audit, Risk and Finance Committee

will be held on:

Date: Monday 12 June 2017
Time: 2.00 pm
Venue: Meeting Room, Mangawhai Club, Molesworth Drive, Mangawhai

Agenda

Membership
Chair: Richard Booth
Members: Councillor Del La Varis-Woodcock

Councillor Geange
Councillor Larsen
Councillor Wade
Councillor Wethey
Mayor Gent ( Ex-Officio)

Staff and Associates:
Chief Executive, General Manager Finance, Democratic Services Manager (minute-taker).

Sean Mahoney
Democratic Services Manager
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Ordinary Meeting Audit and Risk Committee Monday 12 June 2017

Opening

Present

Apologies

Confirmation of Agenda

The Committee to confirm the Agenda.
Conflict of Interest Declaration

Committee Members are reminded of the need to be vigilant to stand aside from decision
making when a conflict arises between their role as a Committee Member/Commissioner and
any private or other external interest they might have. It is also considered best practice for
those members to the Executive Team attending the meeting to also signal any conflicts that

they may have with an item before the Committee.

Confirmation of Minutes

Audit and Risk Committee minutes of 09 March 2017
Democratic Services Manager 1610.05/March 2017
Recommended

That the minutes of the Audit and Risk Committee meeting held 09 March 2017, be confirmed

as a true and correct record.

1610.05
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KAIPARA

DISTRICT
Kaipara te Ovanganni + TwoOceans Twe Harbours KAIPARA DlSTRICT COUNCIL
Meeting: Audit, Risk and Finance Committee
Date: Thursday 09 March 2017
Time: The meeting commenced at 2.00pm

The meeting concluded at 4.13.pm

Venue: Meeting Room, Kaipara District Council Office, Unit 6, The Hub, 6 Molesworth Drive,
Mangawhai
Status: Unconfirmed
Minutes
Membership
Chair: Richard Booth
Members: Councillor Del La Varis-Woodcock

Councillor Geange
Councillor Joyce-Paki
Councillor Larsen
Councillor Wade

Mayor Gent (Ex-Officio)

Staff and Associates:

Chief Executive, General Manager Finance, Democratic Services Manager (minute-taker).

Sean Mahoney
Governance Services Manager

1610.05

2 ARF Minutes 09 March 2017 PEX unconfirmed
SM:yh(unconfirmed)]



z @@

Unconfirmed AR&F Committee PEX Minutes

09 March 2017, Mangawhai !SME)AM

Contents
1 L@ 01=] o1 oo FR T PO PP P T PUPRPPPUPPPN 3
R A (T | T 3
2 Y o To ] (o T 1= SR 3
G T @70 1140 =i o] a0} 2o [T o To F- USSP 3
1.4 Conflict of INterest DECIAratION ...........uiiiii i e e e s eeeeae s 4
2 L@ 0 L=1 =1 o o - S SRR 4
2.1 Annual Plan 2017/2018 material - SOUrce doCUMENTES .........uuuiiiieeeiiiiiiieieeee e e et b e 4
2.2 Legal compliance - Awareness of Obligations October 2016 ..........c.ceeeviveeeefoneeeeinieeiasieeeeens 5
2.3 Audit ACtion Plan UPAAte .........ccovviiiiiiiiiiee ettt et 5
2.4 Treasury ManageMENT.... ..o iiuuiiinieeeieeiiitiin e e seseesiinasseeeseessssiseeessfanstansstaaneeestnnnsseeeseessssnnns 5
2.5 Bills in Parliament: Legislation Progress........ccccccvvveiiiiiiiiiiiiiiiie i e 6
2.6 Health and Safety Update JAnUary 2017 ........c.eeoiiuiieeeiiieee e siabie e e svaneas s eeeeeesnineeeesnnneeeeans 6
2.7  Contracts Awarded under Chief Executive Delegation.. ci. i oot 6
3 Public Excluded Audit, Risk and Finance Committee minute ltems 09 March 2017 ....... 7
0 A 1 Q=T ] (=] oy S T PP PU PP PUPRURPP 8
3.2 Contract Monitoring and Reporting INfraStruCtUIre.. ... .....ueueiireieieieieiiieieieiareieieeneneenrere.. 8
3.3  Contract Monitoring and Reporting RegUIALOIY ... u.......coiiuuuueieieiiieieieieieiereieinieininreenennnnnn. 8
4 Open Minutes Audit, Risk and Finance Committee 09 March 2017 ........ccccccccvveeeeeeennnnne 10
4.1 Risk Register (AgenNda itEM 3.1) .iuu..uuuuiuuetueerurermuesernrnenenrnenrnrnrsrnrsrererereree.————————————————————. 10
4.2  Contract Monitoring and Reporting Infrastructure (agenda item 3.2) ........ccocevviiiieiniiieennnnn 10
4.3  Contract Monitoring and Reporting Regulatory (agenda item 3.3) .......ccooviiieiiiiiieiniiieeenn 11
5 L1 [0 RS TU T 3 o S PP PP PUPTPPPPPPPP 11
1610.05
3 ARF Minutes 09 March 2017 PEX unconfirmed

SM:yh(unconfirmed)



KAIPARA

DISTRICT

Kaipara te Ovanganai

+ Two Oceans Twe Harbours

e®
KAIPARA

DISTRICT

Unconfirmed AR&F Committee PEX Minutes
09 March 2017, Mangawhai
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Minutes Audit and Risk Committee Thursday 09 March 2017

Opening

Councillor Del La Varis-Woodcock opened the meeting with a Karakia. Chair Richard Booth

introduced the Committee members.

Present

Richard Booth (Chair), Councillors Del La Varis-Woodcock, Geange, Larsen and

Mayor Gent (Ex-Officio).

In Attendance

Name Designation Iltem(s)
Graham Sibery Chief Executive All
Glennis Christie General Manager Finance All
Curt Martin General Manager Infrastructure All
Duncan McAulay General Manager Strategy/and Performance All
Fran Mikulicic General Manger-Planning and Regulatory All
Peter Marshall General Manager Corporate Services All

Sean Mahoney

Demaocratic Services Manager

All (Minute-taker)

Ric Groufsky Financial Accountant Items 1-2
Venessa Anich General Manager Community ltems 1-2
Cr Peter Wethey Deputy Mayor All
Peter Gulliver Deloitte All
Stewart Henderson Price Waterhouse Coopers ltems 1-2
Adjournments
Nil.
Absences
Nil.
Apologies
Apologies were received from Councillors Joyce-Paki and Wade.
Moved Gent/Geange
That the apologies of Councillors Joyce-Paki and Wade be received.
Carried
Confirmation of Agenda
The Committee confirmed the Agenda.
1610.05
4 ARF Minutes 09 March 2017 PEX unconfirmed

SM:yh(unconfirmed)




14

2.1

4 Co)

Unconfirmed AR&F Committee PEX Minutes
09 March 2017, Mangawhai KA]PARA

DISTRICT

Conflict of Interest Declaration

Name Conflict

Councillor Del La Varis-Woodcock | Waste Minimisation educator potential conflict of interest

with service delivery issues.

Operational

Annual Plan 2017/2018 material - source documents

General Manager Finance 2304.15

Moved Geange/Gent

That the Audit, Risk and Finance Committee:

1 Receives the General Manager Finance’s report ‘Annual Plan 2017/2018 material -
source documents’ dated 28 February 2017; and

2 Believes it has complied with the decision-making provisions of the Local Government
Act 2002 to the extent necessary in relation to this decision; and in accordance with the
provision of s79 of the Act determines that it does.not require further information prior to
making a decision on this matter;

3 Recommends to Council that the Uniform Annual General Charge be amended from $748
to $728 to manage the impact of rates movements across different ratepayer categories
while remaining within current policy settings, and

4 Recommends to Council, atits meeting on 14 March 2017, that it considers and if it sees
fit adopts draft source documents (as amended for the $728 uniform annual general
charge) for the Annual Plan 2017/2018 Consultation Document, as required by the Local
Government Act 2002, as attached to the above-mentioned report i.e:

o proposed statements of financial and capital performance;

. proposed funding impact statements;

o prospective financial statements;

. proposed capital expenditure programme - summary;

° proposed capital expenditure programme - detail;

. proposed rates summary (uniform annual general charge $748);

o proposed rating sample properties;

. illustrative rates summary (comparison of a uniform annual general charges of
$728 and $708 compared with $748);

. proposed funding impact statement (rating tools); and

. proposed funding impact statement (rating tools) - maps?.

Carried

1 Attached as a hyperlink

SM:yh(unconfirmed)
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09 March 2017, Mangawhai KA]PARA

2.2 Legal compliance - Awareness of Obligations October 2016
General Manager Finance 2304.15

Moved Del La Varis-Woodcock/Geange

That the Audit, Risk and Finance Committee receives the General Manager Finance’s report
‘Legal compliance - Awareness of Obligations October 2016’ dated 28 February 2017 and the
information contained therein.

Carried

2.3 Audit Action Plan Update
General Manager Finance 2304.15
A replacement page for Attachment 2 was tabled.
Moved Larsen/Geange
That the Audit, Risk and Finance Committee:

1 Receives the General Manager Finance’s report ‘Audit Action Plan Update’ dated

24 February 2017 and the tabled replacement page for Attachment 2 of the report; and

2 Receives the Deloitte Constructive Report to Management for the year ended 30 June
2016 dated 09 December 2016 and the Deloitte Planning Report for the year ended
30 June 2017 dated 24 February2017.

Carried

2.4 Treasury Management
General Manager Finance 2304.15
Moved Larsen/Del La Varis-Woodcock

Thatithe Audit, Risk and Finance Committee receives the General Manager Finance’s report
Treasury Management’ dated 24 February 2017.

Carried

[Secretarial note: The Committee asked for an independent review of the Treasury Management
Policy, and also that future reporting includes the total cost of funds and performance against

benchmarking]

1610.05
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Bills in Parliament: Legislation Progress
General Manager Community and Brookfields Lawyers 2126.05
Moved Geange/Del La Varis-Woodcock

That the Audit, Risk and Finance Committee receives the combined General Manager
Community’s and Brookfields Lawyers’ report ‘Bills in Parliament: Legislation Progress’ dated

28 February 2017, and the information contained therein.

Carried

Health and Safety Update January 2017
General Manager Corporate Services 2209.0
Moved Del La Varis-Woodcock/Geange

That the Audit, Risk and Finance Committee:

1 Receives the General Manager Corporate Service’s report ‘Health and Safety Update
January 2017’ dated 27 February 2017; and

2 Believes it has complied with the decision-making provisions of the Local Government
Act 2002 to the extent necessary in.relation to this decision; and in accordance with s79 of
the Act determines that it does not require further information prior to making a decision on

this matter; and

3 Notes the update on health and safety performance; and
4 Notes the update on the development of Council health and safety systems.
Carried

Contracts Awarded under Chief Executive Delegation
General Manager Finance 2304.15
Moved Gent/Larsen

That the Audit, Risk and Finance Committee:

1 Receives the General Manager Finance’s report ‘Contracts Awarded under Chief

Executive Delegation’ dated 28 February 2017; and

2 Believes it has complied with the decision-making provisions of the Local Government Act
2002 to the extent necessary in relation to this decision; and in accordance with the
provision of s79 of the Act determines that it does not require further information prior to

making a decision on this matter; and

3 Receives for information on Council contracts that have been awarded and signed under

the Chief Executive delegation since October 2016.
Carried

1610.05
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3 Public Excluded Audit, Risk and Finance Committee minute Items 09 March

2017

The meeting went into Public Excluded session at 3.35pm.

Moved

Gent/Geange

That the public be excluded from the following part of the proceedings of this meeting, namely

Risk Register

Contract Monitoring and Reporting Infrastructure

Contract Monitoring and Reporting Regulatory

The general subject matter of each matter to be considered while the public is excluded, the

reasons for passing this resolution in relation to each matter and the specific grounds under

Section 48(1) of the Local Government Official Information and Meetings Act, 1987 for the

passing of this resolution are as follows:

General subject of each
matter to be considered:

Risk Register

Contract Monitoring and

Reporting Infrastructure

Contract Monitoring and

Reporting Regulatory

Carried

SM:yh(unconfirmed)

Reason for passing this
resolution
Section 7(2)(g) maintain legal

professional privilege

Section 7(2)(i) enable any
authority holding the information
to carry on, without prejudice or
disadvantage negotiations
(including commercial and

industrial negotiations).

Section 7(2)(g) maintain legal

professional privilege

Section 7(2)(i) enable any
authority holding the information
to carry on, without prejudice or
disadvantage negotiations
(including commercial and

industrial negotiations).

Section 7(2)(g) maintain legal

professional privilege

Section 7(2)(i) enable any
authority holding the information
to carry on, without prejudice or
disadvantage negotiations
(including commercial and

industrial negotiations).

Ground(s) under Section 48(1)
for the passing this resolution:
Section 48(1)(a) That the public
conduct of the whole or the
relevant part of the proceedings
of the meeting would be likely to
result in the disclosure of
information for which good
reason for withholding would

exist.

Section 48(1)(a) That the public
conduct of the whole or the
relevant part of the proceedings
of the meeting would be likely to
result in the disclosure of
information for which good
reason for withholding would

exist.

Section 48(1)(a) That the public
conduct of the whole or the
relevant part of the proceedings
of the meeting would be likely to
result in the disclosure of
information for which good
reason for withholding would

exist.

1610.05
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Risk Register
General Manager Strategy and Performance 2304.15
Moved Geange/Del La Varis-Woodcock

That the Audit, Risk and Finance Committee receives the General Manager Strategy and
Performance’s Report ‘Risk Register’ and its Attachments 1-3, dated 09 March 2017 and the

information contained therein.

Carried

Contract Monitoring and Reporting Infrastructure
General Manager Infrastructure 4107.01
Moved Booth/Gent

That the Audit, Risk and Finance Committee:

1 Receives the General Manager Infrastructure’s report ‘Contract Monitoring and Reporting

Infrastructure’ dated 28 February 2017; and

2 Notes the comments and information provided in respect of the term contracts being
reported on:
CONT705 Parks, Reserves and Public Toilets;
CONG682 Roading Network Maintenance;
CON789 3-Waters Operations and Maintenance;
CON706 Solid Waste; and
MCWWS Operating Deed.

Carried

Contract Monitoring and Reporting Regulatory
General Manager Planning and Regulatory 4107.01
Moved Gent/Geange

That the Audit, Risk and Finance Committee:

1 Receives the General Manager Planning and Regulatory’s report ‘Regulatory Contract

Monitoring and Reporting’ dated 27 February 2017; and

2 Notes the comments and information provided in respect of the term contract being
reported on:
CONB824 Animal Management and Compliance Services (Attachment 1 of the

above-mentioned report).

Carried

1610.05
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Moved Larsen/Geange
That the meeting returns to Open meeting.

Carried

&

1610.05
10 ARF Minutes 09 March 2017 PEX unconfirmed
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09 March 2017, Mangawhai KA]PARA

Open Minutes Audit, Risk and Finance Committee 09 March 2017
The Committee moved back into open meeting at 4.12pm.
Moved Gent/Geange

That the public be re-admitted to the meeting and resolutions made whilst in Public Excluded,
be confirmed in Open meeting.

Carried

Risk Register (agenda item 3.1)
General Manager Strategy and Performance 2304.15
Moved Geange/Del La Varis-Woodcock

That the Audit, Risk and Finance Committee receives the General Manager Strategy and
Performance’s Report ‘Risk Register’ and its Attachments 1-3,/dated 09 March 2017 and the

information contained therein.

Carried

Contract Monitoring and Reporting Infrastructure (agenda item 3.2)
General Manager Infrastructure 4107.01

Moved Booth/Gent

That the Audit, Risk and.Finance Committee:

1 Receives the General Manager Infrastructure’s report ‘Contract Monitoring and Reporting

Infrastructure’ dated 28 February 2017; and

2 Notes the comments and information provided in respect of the term contracts being
reported.on:
CONT705 Parks, Reserves and Public Toilets;
CONG682 Roading Network Maintenance;
CON789 3-Waters Operations and Maintenance;
CON706 Solid Waste; and
MCWWS Operating Deed.

Carried

1610.05
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4.3 Contract Monitoring and Reporting Regulatory (agenda item 3.3)
General Manager Planning and Regulatory 4107.01
Moved Gent/Geange
That the Audit, Risk and Finance Committee:

1 Receives the General Manager Planning and Regulatory’s report ‘Regulatory Contract

Monitoring and Reporting’ dated 27 February 2017; and

2 Notes the comments and information provided in respect of the term contract being
reported on:
CONB824 Animal Management and Compliance Services (Attachment 1 of the

above-mentioned report).

Carried

5 Closure

The meeting closed at 4.13pm

Confirmed i

Chair e e

1610.05
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kalpara te Oranganul @ TweOoceans Twolarbours KAIPARA DISTRICT COUNCIL
File number: 2302.21.06 Approved for agenda |:|
Report to: Audit Risk and Finance Committee
Meeting date: 12 June 2017
Subject: Annual Plan 2017/2018 Financials
Date of report: 29 May 2017
From: Paul Cresswell, Financial and Corporate Planning Manager
Report purpose [] Decision XI  Information
Assessment of significance [] Significant [X Non-significant

Summary

The Local Government Act 2002 requires Council to at all times have a Long Term Plan. In the years in
which a Long Term Plan is not reviewed Council is required to adopt an Annual Plan. The Annual Plan
for 2017/2018 is the third year of Council’s Long Term Plan 2015/2025.

A consultation document was prepared and adopted by Council on 13 February 2017 for community
consideration. Following the consultation period, Council considered the feedback received in May 2017

and confirmed that the rates increase would be 2.65%.

In finalising the Annual Plan financials, there have been a number of minor changes as a result of the
second financial forecast which Council approved in May 2017. These changes are largely to do with
the forecast revision to opening debt and cash and carryovers of capital expenditure into the
2017/2018 year.

These changes have been incorporated in the attached Annual Plan 2017/2018 financials
(Attachment 1).

In accordance with Council direction, key parameters for the AP 2017/2018 are:
Rates: $33m

Rates increase: 2.65%

Total revenue: $54m

Activity operating costs: $46m

Capital expenditure: $20m
Opening debt (forecast for 01 July 2017): $62m | Opening cash (forecast for 01 July 2017):$6m

Closing debt (projected for 30 June 2018): Closing cash (projected for 30 June 2018):$0.6m
$58m

It is appropriate that the Audit, Risk and Finance Committee has an opportunity to review the financial

material prior to it being considered by Council later in June 2017.
Recommendation

That the Audit, Risk and Finance Committee receives the report ‘Annual Plan 2017/2018 Financials’
dated 29 May 2017.

2302.21.06
13 ARF-20170612-AP 2017-2018 financials-rpt
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Reason for the recommendation

The Audit, Risk and Finance Committee be provided with the financial information contained in the draft
Annual Plan 2017/2018 for review prior to the Plan being considered for adoption by Council on 26 June
2017.

Reason for the report

To provide the Audit, Risk and Finance Committee with an opportunity to review the financial material
for the Annual Plan 2017/2018 prior to Council consideration later in June 2017.

Background

The Local Government Act 2002 requires Council to at all times have a Long Term Plan (LTP). In the
years in which a Long Term Plan is not reviewed Council is required to adopt an Annual Plan. The
Annual Plan for 2017/2018 is the third year of Council’'s Long Term Plan 2015/2025.

The LTP 2015/2025 was prepared with information available to Council and staff prior to its
commencement on 01 July 2015. The LTP 2015/2025 set out financial forecasts for 10 years and
established the initial budgets for year 3, 2017/2018. With further information available, and to reflect
updates in Council’s finances, each year’s Annual Plan process enables updated information to be
included by way of revised financial forecasts. These financial forecasts are then incorporated into
Annual Plans which are adopted by Council in June each year and form the financial budgets for the

ensuing year.

Council has continued the strategic direction established in the LTP 2015/2025. Because of this,
changes included in AP 2017/2018 are largely as a result of changes in external activity and retiming of
Council’s roading and other infrastructural programmes. The changes have not resulted in significant

variance to the original forecasts established in the LTP.

Council has consulted with the community as part of the AP 2017/2018 process and, having considered
feedback from that consultation, determined a reduction of the rating revenue increase set out in the
LTP year 3 of 3.65% to 2.65% to be adopted in the AP 2017/2018.

Forecast 2, 2016/2017 (adopted by Council on 08 May 2017) identified ongoing revenue improvements
in the Regulatory group along with improved camping fees in the Community Activities group. While a
number of areas of Council’s expenditure were forecast to be higher, these were offset by other areas
with lower than expected costs resulting in reduced operating costs overall. Forecast 2 also included a
number of capital projects which were approved to be deferred until 2017/2018. The ongoing impact of

the Forecast 2 changes have been incorporated into the AP 2017/2018.

Changes that have been included in the AP 2017/2018:

e Carrying forward of $1.271m of capital projects from 2016/2017;

e Increased income from developer contributions and activity revenues due to the higher levels of

building activity;

e Reduction in financing costs resulting from faster than planned debt reduction;

e Increased subsidy income from NZTA reflecting increased roading activity planned for 2017/2018.
2302.21.06
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Issues
Final changes to the AP 2017/2018 financial material has been incorporated in Attachment 1.

Feedback from the community was sought and the responses were considered by Council at its meeting
of 08 June 2017, In particular Council, having considered feedback commentary on the financial
aspects of Council’s operations, decided to reduce the rating level increase of 3.65% proposed in year 3

of the LTP 2015/2025 to 2.65%. The following table details key elements of the financial parameters

considered.
Financial Parameters 2015/2025 LTP Consultation Annual Plan
Yr 3: 2017/2018 Document 2017/2018 | 2017/2018

Total land rates (000’s) $29,865 $29,432 $29,432
Land rates increase 3.65% 2.65% 2.65%
Total revenue (000’s) $49,818 $53,661 $53,979
Total operating expenditure (000’s) $46,107 $45,923 $45,744
Total capital expenditure (000’s) $13,830 $18,858 $20,128
Debt (000's) $70,675 $61,622 $58,295

Factors to consider
Community views

Members of the community have been provided with the opportunity to express their views in relation to
Council’'s proposals for the 2017/2018 financial year via the feedback process. Feedback was

considered by Council in May 2017.
Policy implications

N/A

Financial implications

The AP 2017/2018 financials includes details of Council’s proposed budgets for the next year. They are
in line with those set in the LTP 2015/2025. Direction has not changed significantly. Debt is decreasing

faster than originally projected.

Legal/delegation implications

N/A

Assessment of significance

This is an information report and as such is not significant.

Attachment

L) 2017/2018 Annual Plan Financial

2302.21.06
15 ARF-20170612-AP 2017-2018 financials-rpt
PLC:yh (ARF)




Kaipara District Council

Statement of Comprehensive Revenue and Expense
Whole of Council

Annual Annual
For period commencing: Plan LTP Plan
1 July |  2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
Revenue
Rates 32,288 33,514 33,421
Subsidies and grants 11,657 10,806 14,182
Activity Revenue 4,043 4,115 4,799
Contributions 1,190 925 1,188
Investments and other income 392 459 391
Total revenue 49,570 49,818 53,979
Expenses
Activity costs 22,987 24,821 23,338
Employee benefits 8,614 6,986 9,466
Finance costs 3,440 4,166 3,169
Depreciation 9,600 10,137 9,771
Total expenses 44,640 46,110 45,744
Surplus/(deficit) for the period 4,930 3,708 8,235
Other comprehensive revenue and expense
(Items that will not be reclassified subsequently to surplus or
deficit)
Gain/(loss) on revaluation 13,571 14,824 14,922
Total comprehensive revenue and expense
for the period 18,501 18,532 23,157

Printed: 1/06/2017 3:06 p.m. 16



Kaipara District Council
Targeted Rates for metered water supply

For period commencing:
1July |

Targeted Rates for metered water supply
Water Supply

Total Targeted Rates
for metered water supply

Printed: 1/06/2017 3:08 p.m.

Annual Annual
Plan LTP Plan
2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
2,866 2,860 3,239
2,866 2,860 3,239
17



Kaipara District Council

Statement of Changes in Net Assets/Equity

For period commencing:
1 July

Balance at 1 July

Comprehensive revenue and expense
Surplus/(deficit) for the period

Other comprehensive revenue and expense
Surplus on Revaluation of Infrastructure

Total comprehensive revenue and expense

Balance at 30 June

Printed: 1/06/2017 3:09 p.m.

18

Annual Annual
Plan LTP Plan
2016-2017 2017-2018 2017-2018

$'000 $'000 $'000
554,861 548,223 581,013
4,930 3,708 8,235
13,571 14,824 14,922
18,501 18,532 23,157
573,362 566,755 604,169




Kaipara District Council
Statement of Financial Position

Annual Annual
As at Plan LTP Plan
30 June 2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
Accumulated comprehensive
revenue and expense 375,619 379,998 403,732
Asset revaluation reserves 210,459 199,583 212,860
Restricted reserves 5,692 5,618 5,673
Council created reserves -18,408 -18,444 -18,096
Total net assets/equity 573,362 566,755 604,169
represented by
Current assets
Cash and cash equivalents 682 410 583
Trade and other receivables 7,410 8,100 8,448
Accrued revenue 1,946 2,700 1,875
Other financial assets 115 2 115
Non current assets held for sale 210 0 186
Total current assets 10,363 11,212 11,207
less
Current liabilities
Trade and other payables 9,386 7,883 9,886
Provisions - Current 188 7 139
Employee entitlements 413 430 449
Public debt 1,064 3,539 19,127
Total current liabilities 11,051 11,859 29,601
Working capital /(deficit) -688 -647 -18,394
plus
Non current assets
Property, plant, equipment 643,649 638,142 668,138
Biological assets 2,786 2,557 3,644
Cash and cash equivalents - non current 560 0 688
Derivative financial assets 0 85 0
Other financial assets - non current 273 148 276
Total non current assets 647,268 640,932 672,746
less
Non current liabilities
Public debt 63,684 67,136 39,168
Derivative financial liabilities 5,243 2,648 6,448
Provisions - non current 4,292 3,746 4,567
Total non current liabilities 73,219 73,530 50,182
Net assets 573,362 566,755 604,169

Printed: 1/06/2017 3:09 p.m. 19



Kaipara District Council
Prospective Statement of Cash Flows

Annual Annual
For period commencing: Plan LTP Plan
1 July | 2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
Operating Activities
Cash provided from:
Rates 32,288 33,514 33,421
Fees, Charges and Other 5,510 5,355 6,268
Grants and Subsidies 11,657 10,806 14,182
Interest Received 25 50 20
sub total 49,481 49,725 53,890
Cash applied to:
Suppliers and Employees 31,552 31,810 32,696
Taxes (including the net effect of GST) 0 0 0
Interest Expense 3,440 4,166 3,167
sub total 34,992 35,976 35,863
Net Cash from/(to) Operating Activities 14,489 13,749 18,027
Investing Activities
Cash provided from:
Sale of Property, Plant and Equipment 150 150 150
sub total 150 150 150
Cash applied to:
Property, Plant and Equipment Purchases 15,863 13,830 20,128
sub total 15,863 13,830 20,128
Net Cash from/(to) Investing Activities -15,713 -13,680 -19,978
Financing Activities
Loan Repayments (Net) -213 -1,875 -3,832
Net Cash from/(to) Financing Activities -213 -1,875 -3,832
Net Increase/(Decrease) in cash held -1,436 -1,806 -5,783
Cash at 1 July 2,119 2,216 6,366
Cash at 30 June 682 410 583

Printed: 1/06/2017 3:10 p.m. 20



Kaipara District Council

Funding Impact Statement
Whole of Council

For period commencing:
1 July

Operating funding

Sources of operating funding

General rates, uniform annual general
charges, rate penalties

Targeted rates

Subsidies and grants for operating purposes
Fees and charges

Local authorities fuel tax, fines, infringe-
ment fees and other receipts

Total operating funding
Application of operating funding
Payments to staff and suppliers
Finance costs
Other operating funding applications

Total applications of operating funding

Surplus (deficit) of operating funding

21

Annual Annual
Plan LTP Plan
2016-2017 2017-2018 2017-2018

S'000 S'000 S'000
21,839 22,231 22,041
10,449 11,283 11,380
5,302 4,847 5,895
4,043 4,115 4,799
303 365 302
41,936 42,841 44,416
31,602 31,803 34,063
3,440 4,166 3,169
0 0 0
35,042 35,969 37,232
6,894 6,872 7,184



For period commencing:
1 July

Capital funding

Sources of capital funding

Subsidies and grants for capital expenditure
Development and financial contributions
Increase (decrease) in debt

Gross proceeds from sale of assets

Lump sum contributions

Other dedicated capital funding

Total sources of capital funding

Applications of capital funding

Capital expenditure
- to meet additional demand

Capital expenditure
- to improve the level of service

Capital expenditure
- to replace existing assets

Increase (decrease) in reserves
Increase (decrease) of investments
Total applications of capital funding

Surplus (deficit) of capital funding

Funding Balance

22

Annual Annual
Plan LTP Plan
2016-2017 2017-2018 2017-2018
S'000 S'000 S'000
6,355 5,959 8,287
1,190 925 1,188
-565 -1,673 -3,832
150 150 150
0 0 0
0 0 0
7,130 5,361 5,792
1,167 538 1,610
2,788 2,321 5,505
11,908 10,971 11,749
-1,838 -1,597 -5,888
0 0 0
14,025 12,234 12,976
-6,895 -6,872 -7,184
0 0 0




Kaipara District Council
Reconciliation of Funding Impact Statement
to Statement of Comprehensive Revenue and Expense

Annual Annual
For period commencing: Plan LTP Plan
1July |  2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
Revenue
Statement of Comprehensive
Revenue and Expense
Total revenue 49,570 49,818 53,979
Funding Impact Statement
Total operating funding 41,936 42,841 44,416
Total sources of capital funding 7,545 6,884 9,475
add Provisions 89 94 89
Total revenue 49,570 49,818 53,979
Expenses
Statement of Comprehensive
Revenue and Expense
Total expenses 44,640 46,110 45,744
Funding Impact Statement
Total applications of operating funding 35,042 35,969 35,968
add Depreciation expense 9,600 10,137 9,771
add Provisions -1 5 5
Total expenses 44,640 46,110 45,744
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Kaipara District Council

Depreciation summary
Whole of Council

Annual Annual
For period commencing: Plan LTP Plan
1 July |  2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
by Groups of activities

Community Activities 154 180 176
District Leadership 357 409 411
Emergency Management 0 0 0
Flood Protection and Control Works 102 108 105
Regulatory Management 14 15 14
Sewerage and the Treatment and Disposal of Sewage 1,302 1,403 1,325
Solid Waste 0 0 6
Stormwater Drainage 369 394 371
The Provision of Roads and Footpaths 6,175 6,425 6,233
Water Supply 1,126 1,203 1,130
Total Groups of activities depreciation 9,600 10,137 9,771
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Kaipara District Council

Prospective Statement of Financial Reserves

For period commencing:
1 July

Accumulated Funds
Opening Balance

Transfers In
Transfers Out

Accumulated Funds

Asset Revaluation Reserves
Opening Balance

Transfers In
Transfers Out

Asset Revaluation Reserves

Restricted Reserves
Opening Balance

Transfers In
Transfers Out

Restricted Reserves

Council Created Reserves
Opening Balance

Transfers In
Transfers Out

Council Created Reserves

Printed: 1/06/2017 3:14 p.m.
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Annual Annual
Plan LTP Plan
2016-2017 2017-2018 2017-2018
$'000 $'000 $'000
375,793 380,143 413,098
7,656 7,702 30,410
-7,829 -7,846 -21,043
375,619 379,998 403,732
196,888 184,759 227,782
13,571 14,824 14,922
0 0 0
210,459 199,583 212,860
5,692 5,479 5,673
0 0 101
0 139 -100
5,692 5,618 5,674
-18,448 -18,588 -16,965
5,807 6,106 6,375
-5,767 -5,961 -7,506
-18,408 -18,444 -18,096




Kaipara District Council
Statement of Reserves Funds

Flood Protection

The Provision of

Sewerage and
the Treatment

C ity y Emergency and Control District Roads and and Disposal of Stormwater Total Reserves
For period commencing: Activities Works Leadership Solid Waste Footpaths Sewage Drainage Water Supply Funds
1July \ 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018 2017-2018
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Council Created Reserves
Depreciation Reserve
Opening balance 55 0 26 29 11 0 2,052 718 190 768 3,849
Deposits 176 14 0 105 411 6 2,431 570 312 878 4,903
Withdraws -333 0 0 -20 -226 0 -2,431 -345 -293 -781 -4,428
Closing balance -102 14 26 114 196 6 2,052 943 209 866 4,324
Development Contribution Reserve
Opening balance 0 0 0 0 0 0 74 -26,105 16 29 -25,987
Deposits 0 0 0 0 0 0 285 350 14 0 648
Withdraws 0 0 0 0 0 0 -409 -521 -90 0 -1,020
Closing balance 0 0 0 0 0 0 -51 -26,277 -60 29 -26,359
Financial Contribution Reserve
Opening balance 4,321 0 0 0 0 0 576 0 0 0 4,897
Deposits 500 0 0 0 0 0 40 0 0 0 540
Withdraws -1,459 0 0 0 0 0 0 0 0 0 -1,459
Closing balance 3,362 0 0 0 0 0 616 0 0 0 3,978
Provision Expenditure Reserve
Opening balance 0 0 0 0 0 250 0 27 0 0 277
Deposits 0 0 0 0 0 250 0 34 0 0 284
Withdraws 0 0 0 0 0 -600 0 0 0 0 -600
Closing balance 0 0 0 0 0 -100 0 61 0 0 -39
Restricted Council Reserves
Restricted Reserve
Opening balance 0 0 0 0 5,673 0 0 0 0 0 5,673
Deposits 0 0 0 0 101 0 0 0 0 0 101
Withdraws 0 0 0 0 -100 0 0 0 0 0 -100
Closing balance 0 0 0 0 5,674 0 0 0 0 0 5,674
26
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Capital Expenditure Programme

Community Activities
Dargaville Halls
Building Renewal and Earthquake stabilisation
Dargaville Parks & Reserves
Community Infrastucture - Dargaville
Cycleway/Walkway - develop and implement strategy
Dargaville Placemaking - additional costs
District Parks & Reserves
Community Infrastructure - District
Park Improvements (furniture/carpark/lighting/paths)
Playgrounds New
Playgrounds renewals
District Public Toilet Amenities
Public Toilet - Jaycee Park
Public Toilets renewals - Glinks Gully and Pahi
Elderly Housing General
Elderly Housing Renewals
Harding Park
Implement Reserve management Plan
Kai lwi Lakes - Camp Ground
Kai lwi facilities
Libraries
Library Book replacements
Library redevelopment - digital growth
Planning and Design - Library Re-development
Mangawhai Parks & Reserves
Community Infrastructure - Mangawhai
Mangawhai Community Park - implement Master Plan
Mangawhai Heads to Alamar Cres Walkway
Mangawhai Heads to Alamar Crescent walkway
Taharoa Domain
Implement Reserve management Plan
New tractor
Public Toilets - Lake Waikare
Community Activities Total
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2017-2018
$'000

50

240

230

180

15
100
150

150

530

190

1,835



Capital Expenditure Programme 2017-2018

$'000
District Leadership
Chief Executive 100
Fleet Replacement
Communications & Customer Services 21
Replaced equipment
Council Offices - Dargaville 55

Civic buildings renewals
Dargaville Offices equipment renewal
Information Services 219
Contact Centre
Data Warehouse and Management Reporting
Electronic Document and Records Management 2017/2018
GIS Shared Service
Library Systems
Magawhai server room and recabling
Microsoft Azure Cloud Migration
New Equipment 2017/2018
NTA Development
Replaced equipment
Telephony Upgrade
District Leadership Total 396
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Capital Expenditure Programme

Flood Protection and Control Works

Land Drainage - District Wide
Floodgate Replacements

Raupo Land Drainage Scheme
Floodgate 54 - Replacement
Floodgate Replacement 2017/18 - PYRF
Floodgate Replacement 2017/18 - Rates funded
Replacement Murphy/Bowers stop bank
Stop bank improvements

2017-2018
$'000

30

372

Flood Protection and Control Works Total

402
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Capital Expenditure Programme 20;7-2018
'000

Sewerage and the Treatment and Disposal of Sewage
Dargaville Wastewater Scheme 499
P1:AC 150mm Renewal - Victoria and Onslow Streets - 600m.
P3: AC 150mm Renewal - Pirika; Haimona; Lorne Streets and Hokianga Road
P8: AC 150mm Renewal - Gordan; Bowan; Churchill; Jervois; Onslow; Grey - 1500m
P9a: AC 150mm Renewal - Montgomery; Huia; Tui - 1000m
Pumpstaions Renewal - pumps; elect & mech
Kaiwaka Wastewater Scheme 43
Environmental compliance
Pond curtain
Mangawhai Wastewater Scheme 540
Additional Capacity for Growth - Council Contribution
Effluent Discharge Options
Upgrade PS-VA
Maungaturoto Wastewater Scheme 53
Environmental compliance
Pumpstation Storage
Reteculation renewal
Sewerage and the Treatment and Disposal of Sewage Total 1,134
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2017-2018
$'000
Solid Waste
District Closed Landfills 600
Awakino Consent

Hakaru Leachate Improvements
Solid Waste Total 600
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Capital Expenditure Programme 2017-2018

$'000
Stormwater Drainage
Baylys Stormwater Scheme 20
Renewals
Dargaville Stormwater Scheme 250
P3: Conc Pipe (ho joint) Renewal - Haimona St - dia 225; 375; 425mm; length 600m
Mangawhai Stormwater Scheme 140
Addition Cap Growth - Council Contribution 2017/2018
All Asset Groups Renewal & consent related projects (renewal)
410

Stormwater Drainage Total
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Capital Expenditure Programme

The Provision of Roads and Footpaths
Bridges and Structures
Bridges and Structures
Bridges c/f from 2016/2017
Kaikohe bridge no 89
Settlement Road bridge no 249
Emergency Works and Preventative Maintenance
Emergency Works (local share)
Potential future sites (Storm damage)
Footpaths and Berms
Paparoa Parking area to Wharf
Road Works - Drainage
Various - Major Drainage
Road Works - Minor Improvements
Bee Bush / Aropohue / Hoyle Intersection
Bridge replacement c/f from 2016/2017
Cames Road route treatment
Collector Roads Safety Improvements
Cove Road E&W Barrier kerb - West
Cove Road E&W Guardrail - East
Cove Road E&W signs and delineation - West
Eveline St turning area improve drainage
Garbolino Slip
Guardrail replacements
LED conversion of streetlights
Mangawhai Rd seal widening associated with Rehab
Mangawhai Rd slip #1 RP727-790
Mangawhai Town Impvmts
Molesworth Drive path Stage 1
Opanaki Rd Slip (1) RP 1230
Opanaki Rd Slip (2) RP 2208
Opanaki Rd Slip (2) RP 4434-4460
Opanaki Rd Slip (2) RP 8511
Paparoa-Oakleigh Rd Corner Easing #1 RP6770
Paparoa-Oakleigh Rd Corner Easing #2 RP3500
Paparoa-Oakleigh Rd Corner Easing #3 RP4000
Paparoa-Oakleigh Rd Corner Easing #4 RP5800
Pouto Road sightrails; guardrails
Primary Collectors Signage and Deliniation
Settlement Road
Tara Road f/p safety impvmt
Tara Road flooding
Tara Road flooding Invest
Tinopai Road - seal widening
Turkey Flat / Tatariki Spur Rd Intersection
Waihue Rd pavement widening
Waihue Rd Slip c/over from 16/17
Road Works - Sealed
17/18 Pre-reseal catch up round
Ararua Road
Dunn Road 2017/18
Mangawhai Rd RP700-1393
Robertson Rd RP202-1057
Tinopai Road
Waihue Road (1) RP9330-10170
Waihue Road (2) RP10596-10961
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2017-2018
$'000

1,120

320

62
410

4,999

2,898



Capital Expenditure Programme

Road Works - Sealed Resurfacing
Various Roads
Various sites
Road Works - Unsealed
Bickerstaffe Road
Causer Road
FR Avoca Road
FR Waihue Road
FR Waimata Road
Gorge Road
Oparakau Road
Pouto Road section
Testing Various Sites
Tokatoka Road
Roading Community Programmes and Road Safety
Road Safety Promotion (Roadsafe Northland)
Roading Infrastructure - Unsubsidised
Removal of Dangerous trees
Settlement Road - Seal Extension
Settlement Road Seal Extension 2017/18
TBA - Seal widening
Traffic Services
Traffic Services
The Provision of Roads and Footpaths Total
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2017-2018
$'000
1,164

2,125

130

760

190

14,178



Capital Expenditure Programme

Water Supply

Dargaville Water Supply
Backwash Discharge WTP
Baylys trunk main Stage 2: Replace 3km of balance 5km 150mm AC
Compliance Drinking water standards (renewal)
Gated weir across Kaihu River or Waiatua Stream and Pipeline
P5: AC 300mm Renewal - Beach Rd - 406m
Take consent compliance

Glinks Gully Water Supply
Water take consent compliance

Mangawhai Water Supply
Water take consent compliance

Maungatoroto Water Supply
Backwash Discharge WTP
NZDWS compliance
Water take consent compliance

Ruawai Water Supply
NZDWS compliance

Replace balance (4th Stage) of 2.3km retec of 100-150mm dia to meet fire flow

Water Supply Total

35

2017-2018
$'000

937

193

42

1,175



KAIPARA

DISTRICT
Kaipava ke Oranganul » Twe Oceans Two Harbours
File number: 2304.15 Approved for agenda |:|
Report to: Audit, Risk and Finance Committee
Meeting date: 12 June 2017
Subject: Treasury Policy Review
Date of report: 29 May 2017
From: Glennis Christie, General Manager Finance
Report purpose [[] Decision X Information
Assessment of significance [] Significant X Non-significant

Summary

At the Audit, Risk and Finance Committee meeting held on 09 March 2017, the Committee requested
that an independent review of Treasury Policy be undertaken. This review was undertaken by KPMG.
Their report is set out in Attachment 1.

KPMG found the Policy to be generally fit for purpose and well structured, noting that the Policy is
consistent with peer councils. There are a number of recommendations, which we propose to
incorporate in the next review of the Treasury Policy which was scheduled as part of the Long Term
Plan 2018/2028 process.

Recommendation

That the Audit, Risk and Finance Committee receives the General Manager Finance’s report ‘Treasury

Policy Review’ dated 29 May 2017 and Attachment 1, and the information contained therein.
Reason for the recommendation

It is appropriate that the Audit, Risk and Finance Committee receives the report and reviews the material
contain therein.

= Attachment 1: Treasury Policy Review, KPMG, May 2017

2304.15
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CXEcutive summary




EXecullve summary

Background

Kaipara District Council (‘KDC’) exists to facilitate the “current and future
needs” of the Kaipara District community, including the provision of good quality
local infrastructure and local public services.

KDC's core financial risks are:

— interest rate risk on its NZD borrowings, split between funding provided
through the Local Government Funding Agency ('LGFA') and bank
borrowing. Funds are borrowed on a floating rate basis and swapped to
fixed rates in alignment with the requirements defined in the Treasury
Policy ('the Policy’)

— Counterparty credit risk, arising from derivative instruments used in the
management of interest rate risk and through investing activities

— Liquidity and Funding risk through its short term cash requirements and
through the provision of council projects that require funding.

Scope of Review

The scope of our review as per the engagement letter dated 13 April 2017, as
per phase 1 included;

1. Gain an understanding of the KDC business model via KDC Finance General
Manager (GMF)/ review of relevant KDC documentation. This point should
also consider KDC's size and position as a member of the Local
Government Funding Agency (LGFA)

2. Given point 1 above, review of the contents of KDC's current treasury
policy. Provide comment and recommendations on specific areas that KDC
should address, considering the current business model and industry/market
practice and membership of the LGFA. Where appropriate, consideration
should also be given to the content of the Treasury Operations Schedule.

m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiliai39

with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in New Zealand

As agreed with you during the scoping of the engagement we have considered
the Policy on a standalone basis only.

We have analysed KDC's Policy using our ‘Six Pillar’ treasury framework, with
key findings summarised below. A detailed assessment is provided in the body
of this report and this incorporates all of the Pillars.

Summary of Findings

We have found the Policy to be generally fit for purpose and well structured.
The Policy is consistent with peer councils in New Zealand. However, there are
instances where the risk management approaches adopted are complex and
more consistent for with organisations with greater levels of debt.

Our key findings using the 'Six Pillar’ framework are as follows:

Framework & Governance: KDC has both a Policy and a Treasury Operations
Schedule (‘the Schedule’). In order to remove overlaps the Schedule should be
merged with the Policy.

Financial Risk Management: KDC would benefit from the introduction of a risk
appetite statement that articulates the Council’s appetite to assume risk. There
is a clear trade-off between interest rate certainty for example and economic
value, and this should be reflected in the Policy.

The approved product suite available in the Policy for managing interest rate risk
is extensive and complex, given the level of borrowings are relatively small. The
Policy should only include those instruments that the Council intends to use to
manage risk in the immediate term to reduce complexity.

The approach to interest rate risk management is difficult to read and could be
enhanced through some minor revisions, such as rephrasing the “Master Limit"
as an "“Overall Limit"” and presenting the maturity profile banded minimum and
maximum cover, as minimum/maximum ‘Fixed Rate Percentages'.



EXECUtive Summary continued

The Policy presents counterparty credit limits, however it does not consider
concentration risk associated with placing funds in a particular sector or
industry. Concentration limits should be considered and included as a measure
to prevent a build-up of exposure to a particular sector (i.e. registered banks).

Operations: It is recommended that KDC introduce appropriate wording in the
Policy in order to present how an operational incident is to be escalated and to
whom, this should be supported by an operational issues log.

m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiliadQ
with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in New Zealand.
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Explanation of Six Plliar model

The ‘Six Pillar’ Treasury Model

The 'Six Pillar’ Model shown below, was created to facilitate a holistic analysis, design, or transformation of treasury functions. This model covers all core treasury areas
including people, process, technology, governance, funding, risk management and operations.

We have analysed NZ KDC's Treasury policy drawing upon the elements of this model and considered each Pillar of the model relative to KDC’s Policy and provide a
detailed assessment over the following pages.

Treasury
Framework &
Governance

Organisational
structure

Roles and
Responsibilities
Policies and
procedures

Risk Management
Framework

Infrastructure and
systems

A\
2 Funding

Treasury Conceptual Framework: ‘Six Pillar’ Model

Financial
Risk

[@sy]
Interest Rate Risk &
Counterparty Credit
Risk 3

Foreign Exchange
Risk

Commodity Risk

= Financial Planning

= Source of Funding

Energy Risk = Terms & Conditions

Insurance
= Loans Management

kPG
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with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in New Zealand.

Liquidity
& Cash

Managing Daily
Cash Position

Managing Internal
liquidity

Periodic Cash Flow
Forecast

Managing Banking
Relationship

Bank Account
Structure

Operations

&

5

Inter-Company
Settlements

= Treasury
Settlements

= Bank Reconciliation

Accounts Payable

= Accounts
Receivable

Accounting and Tax

Reporting

Cash Flow Report
Loans Report
Investment Report

Foreign Currency
Report

Exception reports
Board reporting
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Jllar 1

Jelalled assessment - (reasury framework @ governance

1. Treasury Framework & Governance
1.1 Organisation Structure

— Treasury activities and responsibilities as articulated in the Policy are
allocated from the 'Council’ down through the organisation and supported
through KDC's treasury advisor’s, PWC. KDC does not have a dedicated
treasury function which is not uncommon given its treasury activity and the
size of the organisation. This structure is commensurate with peers with a
similar size operation.

1.2 Roles & Responsibilities

— The Policy presents management responsibilities through an organisational
chart and clearly defines the roles and responsibilities of the Council and
CEOQ. Delegated authorities are presented in a tabular format and clearly
show how Treasury related activities are discharged through the
organisation.

— The Policy does not describe the roles and responsibilities and delegation of
authority to subordinate staff below the Council and the CEO. These
delegations are described in the Treasury Operations Schedule (‘the
Schedule’). It is recommended from an efficiency and completeness
perspective that the roles and responsibilities described in the Schedule are
merged with the Policy.

1.3 Policies & Procedures

— The Policy is approved by the Council and dated which is consistent with
good governance. The Policy makes provision for a formal review on a
triennial basis, this is consistent with peers, however better practice would
be to complete a formal review on a biennial basis.

m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiiadd

with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in New Zealand.

The Policy does not have a procedure as to how a Policy breach will be dealt
with. It is our expectation that a breach or issue would be in the first instance
escalated to the GMF and CEQO and then reported to the Council at the next
meeting.

KDC has both a Treasury Policy and a Schedule. The Schedule was
introduced to recognise the different governance and management roles and
to allow flexibility, such that the CEO by way of his delegated authority, could
make changes to the approach to treasury management without requiring
the need for Council approval. The content of the Schedule is limited and in
essence aside from the Cash Management content and Treasury
Performance content, is duplicated in the Policy. The Schedule despite
intention, in practice is also subject to Council approval. It is recommended
that the Schedule where appropriate be incorporated into the Policy in order
that KDC has a single document. We recommend that section 2.0 Cash
Management be incorporated into the Policy under section 6.2 Liquidity
risk/funding risk and 3.0 Measuring Treasury Performance incorporated
within 6.0 Risk Management. KDC in making the revisions should consider
that; the Policy should serve as a guideline in order to set direction in
treasury risk management for KDC, whilst a procedure manual is a series of
steps in order to achieve an end result.

It is our observation that the Policy is consistent with acceptable practice,
however it is overly complex given the level of debt and financial risks that
KDC is exposed to (this is discussed further in the document). An effective
Policy should be one that is both practical in terms of managing the risks that
KDC is exposed to, yet simple enough in order to be easily understood by
stakeholders, including the Council.



Jllar 1

Jelalled assessment - [reasury framework @ governance continued

14

KPMG

Treasury Framework & Governance continued
Risk Management Framework

As a local council, KDC is governed by the regulations set out under the Local
Government Act 2002 (‘the Act’) and in particular with respect to the
Treasury Policy adopted by KDC; sections 104, Liability management policy
and sections 105 Investment policy.

Consistent with Section 104, Liability management policy, the Policy includes
sections that address:

a. interest rate exposure
b. liquidity
credit exposure

d. debt repayment.

with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in New Zealand.
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Consistent with Section 105, Investment policy, the Policy includes sections
that address:

a. the mix of investments
b. the acquisition of new investments

c. an outline of the procedures by which investments are managed and
reported on to the local authority

d. an outline of how risks associated with investments are assessed and
managed.



Jllar ¢
Jelaled assessment - financlal sk

2. Financial Risk Management
2.1 Interest Rate Risk Management
Risk Appetite Statement

— ltis understood that the Interest Rate Risk management objective is to
“reduce uncertainty” relating to interest rate movements through the fixing
of investment returns or funding costs. The Policy states that certainty of
funding costs is to be achieved through the active management of interest
rate exposures.

— However, there is a trade-off between achieving interest rate certainty and
increased economic value. Table 1 on the next slide shows the relationship
between borrowing funds over a three year period under a fixed profile
(achieved in two tranches) where interest rates remain constant over the life
of the borrowing, verses borrowing under a floating profile where interest
rates or the cost of borrowing, reset periodically (quarterly, for example).

— If KDC fix its cost of borrowing either directly or through interest rate swaps,
it will gain certainty over the cost of finance for the duration of the
instrument. However, during this period KDC may incur an unrealised or an
opportunity loss if market interest rates fall, (KDC pay a fixed rate that is now
higher than the market). Conversely, if interest rates rise KDC may incur an
unrealised or opportunity gain as it pays a fixed rate that is now below
market interest rates.

kPG

© 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiliad6
with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in New Zealand.
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If KDC elects to borrow on a floating rate basis, (i.e. one where interest rates
reset periodically), the interest rate is only known as far out as the next reset
period (3m, 6m etc). For the most part, the cost of borrowing is uncertain.
KDC will benefit as interest rates move lower and incur a higher cost of
borrowing as interest rates rise. The extent to which KDC is prepared to
accept fluctuations in its cost of debt should be reflected through the
Council’s risk appetite, which in turn, is reflected in the Master Fixed/Floating
Risk Control limit which requires a minimum of 60% and a maximum of 90%
of a rolling forecasted net debt to be fixed. As at 31 Jan 2017, KDC had fixed
81% of its forecasted net debt. \We observe that this approach is consistent
with peer councils.

Table 1.

i) Floating during an rising NZ interest rate cycle

i) Fixed @ 2.5% for two years, Fixed @ 2.75% for three years

_|—|— iii) Floating during a falling NZ interest rate cycle

Years



Jllar ¢

Jelaled assessment - financlal risk continued

2.1 Interest Rate Risk Management continued

Which ever risk management approach is adopted (interest rate certainty v
economic value), there is a need to ensure clear alignment between the
Council’s appetite and risk management approach implemented by
management. In order to align expectations better practice policies often
contain a risk appetite statement. KDC does not clearly articulate it's risk
appetite via a risk appetite statement (see example in Appendix 1a)

Approved Instruments

KPMG

The policy presents under Interest Rate Risk, what is described as
"“Approved financial instruments”. The instruments include products under
cash management and borrowings, Investments and Interest Rate risk
management products. It is recommended that only those products that are
directly intended to manage interest rate risk are included under “6.1 Interest
rate risk”. This will ensure readers of the Policy are clear on the risk and tools
available to manage that particular risk. Cash management and borrowings
along with Investments should be moved to an appropriate section of the

policy.

It is observed that there is a comprehensive product suite available for KDC
to deploy in managing interest rate risk. However we question the extent
that these products are actually used or intended to be used. The council has
a relatively small portfolio and as such the applicability of complex products
should be reassessed and only those products that KDC practically deploy
should be permitted by the Policy. To ensure that the Policy document is
cohesive we recommend that KDC shift the approved instruments section in
the Policy to the appendix.

© 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiiadd
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2.2 Interest Rate Risk Control Limits

— KDC typically borrows on a floating rate basis and uses interest rate swaps to
adjust the variable rate instrument to a fixed rate instrument. Consistent with
accepted practice a ‘Fixed Rate’ is defined as an interest rate that re-fixes
beyond a 12 months. Therefore any net borrowing that re-prices within a year
is deemed as a floating instrument. The control limits are presented over two
tables, the first provides for an overall-level, (described as a ‘Master Limit’),
of net debt that must reprice beyond 1 year, i.e. net fixed rate debt, set at
between 60%-90% of total borrowings.

— In the second table, KDC spreads the repricing or resetting of its interest rate
risk across time. For example at least 15% and no more than 60% of net
borrowings should reprice between one to three years. The bands and
approach described within the Policy consistent with peer practice, however
the narrative surrounding the application of the bands is confusing and in our
view difficult for the reader to understand.

— In order to address the confusion, we recommend that the Policy be
restructured such that instead of a “Master Limit” the control is rephrased
as, “Overall Fixed Rate Exposure Limit". In simple terms KDC wish to
maintain an overall fixed rate profile of between 60%-90% and a prudent
way to achieve this is through diversified maturities that are defined in the
Policy. Additionally KDC should look to provide further clarity around the
application of the overall limits. The defined percentages apply to a rolling 12
month projected net debt from 30 June to the following 30 June. The
projections leverage the current council approved forecasts and plans and
this process including time frame should be reflected in the Policy in order to
provide greater clarity.
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Jelaled assessment - financlal risk continued

2.21 Interest Rate Benchmarking

2.3

KPMG

The Fixed Rate Maturity Profile Limits are consistent with peers, however to
remove confusion, the sub-limit headings in the table, should be re-phrased
from “Minimum Cover” and “Maximum Cover” to “Minimum Fixed Rate
Percentage” and “Maximum Fixed Rate Percentage” of Total Net Debt.

Through the Schedule, KDC uses an interest rate benchmark to assess its
interest rate risk management performance. The benchmark is not dissimilar
to how peer organisations assess performance. However we question the
applicability of the benchmark given the relatively modest level of debt that
KDC has. We recommend that KDC reassess the applicability of the current
benchmark as a means of assessing performance.

Foreign Exchange Risk [Policy ref 6.1.3 Interest rate risk control limits]

KDC has indicated that it has only minimal exposure to FX risk. With
exposures derived from occasional purchases of foreign currency
denominated services, plant and equipment. The policy provides
commentary covering the foreign currency exposure risk management
process; noting that “Generally, all significant commitments for foreign
exchange are hedged”.

We believe that the current Treasury Policy whilst correct in looking to
manage foreign currency exposures, requires enhancement in order to add
greater structure, governance and practicality to the current approach.

In line with industry better practice, the approach to FX risk management,
should provide clear triggers for which it is mandatory to hedge foreign
currency denominated exposures. The policy as it stands provides
commentary only and at best allows the GMF a degree of discretion as to
whether to hedge or not.

© 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiliad8
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The Policy does not articulate who is responsible for identifying the FX
exposure and as such how the GMF is made aware of the exposure.

The Policy makes provision for FX exposure to be hedged once expenditure
is approved, it does not define who is responsible for the approval or the
horizon over which the exposure should be hedged, if based upon a
forecasted FX exposure.

The Policy discusses FX risk under Interest rate risk control limits — this
section should be moved out of Interest rate risk and either be included
under it's own section or included under Other Financial Risks.
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2.4 Counterparty Credit Risk Management

— KDC has an external ratings based counterparty management policy which
limits exposure to a certain dollar value per counterparty/issuer. This
methodology is in line with observed market practice.

— The actual limits defined within the policy are inconsistent with limits applied
at peer organisations, particularly with respect to the quantum of the limit
compared to respective credit rating. For example, considering investments,
the Policy allows for $15m per NZ Registered Bank with an A+/A-1 credit
rating, whilst exposure to NZD Registered Supranationals with a higher rating
of “AAA" rating are limited to $10m.

— We recommend that the quantum of the limits be reassessed against the
respective credit ratings.

Sector Limits

— KDC has introduced limits on investments per counterparty which we are in
agreement with. Whilst current investment activity is immaterial, there is no
consideration however of industry/sector concentration risk that KDC maybe
exposed to should KDC's level of investments rise to a material level. For
example, the guidelines provided in the Counterparty Issuer Matrix, allow for
Investments to be a maximum per counterparty of $15m. This does not
acknowledge the fact that (subject to the individual size of investments), the
majority of any potential investment activity could be placed within the NZ
banking sector. The recurrence of a market crisis similar to 2008 could
significantly impact the value of such investments. It is recommended that
KDC consider allocating thresholds to the maximum exposure that it may
take to a given sector in order to prevent future concentration risk should
investments escalate to a material level.

m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiliad9
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Jetaled maturity assessment - funding

3. Funding 3.2 Sources of Funding

3.1 Debt ratio’s and limits — The Policy allows for KDC to source funding from the LGFA. The LGFA's risk

—  In order to manage debt levels, KDC has incorporated various management management guidelines require that, in order to minimize concentration risk
! oy 0, I .
ratio’s and associated limits. The ratios are broadly consistent with the that no.more than the greater of NZD1 QO million or 33% Of? ’Cl)OUﬂC.I|S
requirements laid out by the LGFA however slightly tighter in some instances borrowings from the L_GFA will mature in any 12 month period”. Whilst _
in order to reflect a conservative approach to risk management KDC's current borrowings are below the threshold we recommend that this

requirement be considered as a foot-note within the current policy.

Financial Covenant LGFA requirements

Net debt / total revenue <175% <170%
Net interest / total revenue <20% <15%
Net interest / Annual rates income <25% <20%
Liquidity >110% >110%

— We understand that the rationale of these tighter levels when compared to
the LGFA guidelines beyond an conservative approach, is for KDC to work to
limits that are practical given the relatively small size of debt levels and
reflective of the councils prudent approach to risk management.

m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affilia®O 14
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Jelaled assessment - iquidity and cash

4. Liquidity and Cash

4.1 Risk recognition

The Policy articulates KDC's liquidity and funding risks in a manner consistent
with peers.

4.2 Liquidity/funding risk control limits.

KPMG

KDC have introduced a Liquidity buffer that is consistent with the LGFA
guidelines that requires KDC maintain “External term loans and committed
debt facilities together with available short term liquid investments” at 110%
of existing external debt.

In order to manage liquidity risk KDC has adopted maturity profiles of total
committed funding and these are defined by control limits per period in order
to limit the amount of committed funding that may mature over a respective
time frame. The Policy defines these under “Minimum Cover” and
“Maximum Cover”, from a practicality and readability perspective, these
headings should be reworded as percentages against the “Term” of funding
rather than “Cover”. In essence and as per good practice the Policy requires
committed funding to be spread across maturity bands.

It is noted that there is no provision for facilities to be renegotiated at a given
time, for example, 6 months prior to maturity. It is recommended that KDC
consider implementing a requirement to reassess facilities ahead of maturity.

Products shown under section 6.1.2 Approved financial instruments under
cash management and borrowing should be moved to this section
(alternatively placed in an appendix), in addition the products should be
reassessed to ensure that these are actually applicable as cash sources.
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The policy provides for control limits covering the level of loans and
committed facilities maturing within defined time-bands. For example, in the
near period 0 to 3 years no more than 15%-60% of funding may mature
within this time band. It is our view that this approach is overly complex and
KDC may wish to consider an alternative such as the introduction of a simple
metric requiring no more than $X million (subject to council approval) may
mature in any given year.

Investments

The table incorporated within the body of the risk management section of the
Policy that references investments should be shifted to either an appendix
section of the Policy or shown under section 5 (Investment Policy Limits), of
the Policy. Additionally the product suite should be reassessed to ensure that
the Investment products presented within the Policy are appropriate and
consistent with Council appetite. Products such as short term bank deposits,
bank certificates of deposit and treasury bills are included under investments,
these products are typically described as cash management products rather
than Investment products.

It is observed that the Policy requires all “investment securities must be
senior in ranking”, KDC should look to expand the wording to include “and
conform with the defined credit ratings on page 20 of the Policy”.
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5. Operational Risk
5.1 Operational Reporting

— The Operational risk structure within the Policy is commmensurate with better
practice and makes clear provision for managing the key aspects of
Operational Risk, including how operational risk relates to the activities of
KDC and core controls to address such risks. We do however, observe that

there is no reference to an escalation process in the event of an operational
risk incident.

— Possible wording to address the point above, and to be included in the Policy

— "the CEO & CFO are to be advised immediately and the Council is to be
advised on a monthly basis of the number and nature of the breaches.
Advice of breaches to the relevant party will outline what will be done to
rectify the breach or will seek approval for the breach. Approval
provided in the first instance by the CEO & GMF wiill ratified by the
Council”.

— In order manage operational risk more effectively it is recommended that
KDC introduce an issue log. The Policy should make clear reference to the
escalation channel in the instance that a breach has occurred.
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6. Reporting

— The Policy requires a comprehensive level of reporting that encompasses
Operational, Council and Exception reporting. All three areas are consistent
with better practice reporting carried out by peers with well established
Treasury functions. The Policy however does not provide any narrative as to
the objectives of management reporting and simply includes a list of reports,
frequency, preparer and recipient.

— KDC may wish to consider adding a narrative to the policy that articulates the
purpose of management reporting. A possible structure is presented below.

" The objectives of management reports are as follows:

— Provide information on the financial exposures of the organisation and
the management thereof

— Monitor the performance of financial risk management

— Enable management to make appropriate decisions with respect to the
financial risk management activities and objectives of KDC in accordance
with the approved Council Treasury Policy.

— Provide positive assurance to the Council concerning compliance with
Treasury Policies.”

m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affilia®3 17
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Appendix |
ntroduction

— In this Appendix, we have provided detailed observations and recommendations associated with this review. The observations/recommendations are in the same
number order as the body of the report (i.e. they follow/cross reference to the ‘six pillar’ numbering sequence).

— In some instances, the observations and recommendations provide additional detail which will be useful to Operational Management but may not be overly
relevant to Senior Management/the Council.

— Finally, each recommendation is rated high, medium or low. A high rating indicates that the recommendation is associated with an important facet of the treasury
risk management function and needs to be dealt with sooner rather than later.
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Issues Log
Reference Number Observation Recommendation Rating
1.2 The Policy does not describe the roles and responsibilities of Merge the roles and responsibilities defined in the Low
lower tier staff accountable for the performance of treasury Schedule with the Policy under section 3.0
activities.
1.3 The Policy does not describe the steps that must be taken Incorporate under section 3.0 Management Low
and by whom, in order to address a Policy breach. Responsibilities, clear guidance as the process for dealing
with a Policy breach or issue. A possible approach might
include addressing who should be notified in the first
instance, i.e issues are escalated to the GMF and CEO
and then reported to the Council at the next meeting.
1.3 Consistent with 1.2, the Schedule overlaps with the Policy. Merge the overall Schedule with the Policy to the extent Low

Additional burden is placed upon the Council to approve both
a schedule and a Policy. The Council should only be required
to approve the general guidelines supporting treasury
management activities and these should be reflected through
the Policy.

that the Schedule presents guidelines. 1.0 Management
responsibilities as per 1.2. Section 2.0 Cash Management
to section 6.0.

kPG
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Issues Log

Reference Number Observation Recommendation Rating

2.1 With respect to the core financial risk that KDC is exposed to, KDC should look to introduce a risk appetite statement Low
namely interest rate risk, the Policy does not incorporate a that is reflective of the Council’'s position on risk taking.
risk appetite statement. A risk appetite statement reflects the  An appropriately worded statement will ensure that the
Council’s appetite to bear risk such that beyond a certain outcomes from risk management activity are reflective of
threshold KDC's corporate objectives may be compromised. the Council's intention (see example Appendix 1a)

2.1 The Policy references instruments related to cash The instruments presented in the Policy under Cash Low
management, borrowing and investments, that are not management and borrowing and Investments should be
applicable to interest rate risk management. Only those moved to the appropriate sections of the policy.
recognised products that are used to manage interest rate (alternatively the appendix)
risk should be included within this section of the Policy.

(alternatively moved to the appendix) The available product suite, that includes complex
products should be assessed against the risk
The Policy also provides for a comprehensive product suite in ~ management complexity and needs of the Council.
order to manage interest rate risk. A product suite of this Where there is no intention or appetite to utilise or deploy
nature and complexity is more aligned to entities with a products such as Options-should be removed from the
greater quantum of risk and an ability to understand the Policy. The Policy should only include those risk
particular nuances associated with a such products. management products that the Council immediately
intends to use.
m © 2017 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affilia®d 21
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Issues Log
Reference Number Observation Recommendation Rating
2.2 The Policy includes interest rate risk control limits and these The wording in the Policy that addresses the overall level Low
are presented as Master Limits and Fixed Rate Maturity of interest rate exposure that KDC is prepared to accept
Profile Limits. Whilst the limits are appropriate and consistent  should be restructured such that instead of a “Master
with peers the terminology used is confusing and creates an Limit” the control is rephrased as, “Overall Fixed Rate
element of ambiguity for Policy readers and those not directly  Exposure Limit”. Additionally, enhance the wording that
familiar with Treasury activities. addresses the 12 month projected net debt to include
commentary on the period, that being 30 June to 30 June
the following year.
In addressing Fixed Rate Maturity Profile Limits, the
wording in the Policy should be re-phrased from
“Minimum Cover” and “Maximum Cover” to “Minimum
Fixed Rate Percentage” and “Maximum Fixed Rate
Percentage"” of Total Net Debt.
2.21 The benchmark used by KDC to assess interest rate We recommend that KDC revisits the applicability of the Low

performance is overly complex given the level of debt.

benchmark. As a means of assessing performance KDC
may wish to explore alternative models.
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Jelaled onservations and recommendations continued

Issues Log

Reference Number

Observation

Recommendation

2.3 In considering foreign exchange risk, the Policy makes The Policy should be updated to include clear triggers for Low
provision for the use of spot and forward contracts to manage which it is mandatory to hedge foreign currency
risk. The Policy describes the level of FX risk as minimal denominated exposures and this should also encompass
however it does not place any thresholds over which the level the time horizon for hedging.
of FX risk must be hedged. The absence of limits, potentially
allows for one-off large exposures or a cumulative build-up to  The Policy should clearly articulate who is responsible for
remain unhedged. identifying the FX exposure and the process for altering
the GMF of exposures both current and forecasted.
The Policy does not recognise who has the responsibility for
identifying FX exposures and the process for how the GMF is  The Foreign currency section of the Policy should be
made aware of exposures. moved out of Interest rate risk and either be included
under it's own section or included under other financial
The Policy presents FX risk under interest rate risk. risks.
2.3 The Policy provides for counterparty credit risk and sets A review should be conducted to assess the quantum of Low

exposure limits per counterparty/issuer. The limits are
inconsistent with peers, particularly as regards the quantum
of the limit relative to the counterparty credit rating. In some
instances the Policy allows for a greater level of exposure to
lessor counterparty credit ratings.

The Policy makes no provision for concentration risk within a
sector. For example whilst an investment with a single bank
may be no more than NZD15m, there is no overall NZ
registered bank limit.

credit limits against the respective credit ratings. The
review should ensure that the limits are both reflective of
council appetite and appropriate for the credit rating
relative to counterparties.

The council should consider the introduction of sector or
industry wide credit limits to manage potential
concentration risk in the instance that investments
escalate.

kPG
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Jelaled onservations and recommendations continued

Issues Log
Reference Number Observation Recommendation Rating
3.2 In conducting this review we have considered the In order for KDC to be consistent with the LGFA’s risk Low
requirements laid out in the LGFA's risk management management guidelines, it is recommended that KDC
guidelines. The LGFA requires that in order to minimise introduce the LGFA concentration risk constraint to the
concentration risk, ‘'no more than the greater of NZD 100 Policy.
million or 33% of a Council’s borrowings from the LGFA will
mature in any12-month period’. Whilst KDC's current levels of
borrowing are not of this magnitude this requirement should
be considered with the Policy as a borrowing constraint.
4.2 In order to manage Liquidity risk the Policy introduces limits The headings in the maturity profile table should be Low
to the maturity profiles of committed funding. The limits are rephrased to read “Minimum Term" and “Maximum
presented as “"Minimum Cover” and “Maximum Cover” per Term”.
time bucket. The terminology is confusing as it is our
understanding that “Cover” refers to the "Term”. KDC to introduce a requirement that maturing committed
The Policy makes no provision for facilities to be renegotiated funding faC|I|t|e_s are renegotiated at a period of X months
) ) . ahead of maturity.
ahead of maturity, for example, 6 months prior to maturity.
This requirement is often reflected in better practice
approaches to liquidity risk.
4.3 The product suite provided under investments, references KDC should review the product suite of investment Low

products that are typically described as cash management
products such as bank deposits.

products to ensure coverage is fit for purpose and
consistent with Council appetite.

kPG
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Issues Log

Reference Number Observation Recommendation Rating

5.1 The Policy addresses operational risk, however it makes no To manage operational risk KDC should consider Low
reference to an escalation process in the event of an introducing risk registers whereby in the event of an
operational risk incident. incident a log is kept of the incident, escalation channel

and remedy. The Policy should make clear reference to
the escalation channel in the instance that a breach has
occurred.

6.0 The Policy whilst providing for an extensive suite of reporting ~ KDC may wish to consider adding a narrative to the policy Low
requirements, could be enhanced to include the objectives of  that articulates the purpose of management reporting.
management reporting.
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Append 1a
RISK appetite statement example

KDC through its activities, that support the current and future needs of the Kaipara district community, is exposed to the following core financial risks;

* Interest rate

» Counterparty credit

» Liquidity and funding and;
* Operational

KDC's overall risk appetite with respect to these risks has been set as low. Accordingly, this Policy requires actively executing risk management strategies to achieve a
position which is in accordance with agreed limits as outlined in this Policy.

The Council recognise that there is a direct trade-off between interest rate certainty and economic value on its borrowing costs. In alignment with a low risk appetite the
Council has a preference for certainty, therefore protecting its borrowing costs in a rising interest rate environment, The Council acknowledge that this approach limits the
opportunity to participate in lower borrowing costs as the market falls. This conservative preference is reflected through the control limits within the Policy.

There are specific risks for which KDC has determined that it has zero risk appetite, given possible damage to either strategy or reputation. The strategic imperatives
regarding these are;

* Business mandate: to conduct business activity within approved organisation mandates
» Ethical and corporate responsibilities; to conduct business activities ethically and with consideration to social responsibilities
* Prudential and Legislative: Actively comply and monitor compliance with relevant laws and regulatory requirements.
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Appendix ¢
JISClaimers and imitations

Inherent Limitations

This report is given subject to the written terms of KPMG's engagement. This report has been prepared as outlined in the Executive Summary of this presentation. This report
constitutes neither an audit nor a comprehensive review of operations.

KPMG have indicated within this report the sources of the information provided. We have not sought to independently verify those sources unless otherwise noted within the
presentation.

No reliance should be placed by KDC Ltd on additional oral remarks provided during the engagement, unless these are confirmed in writing by KPMG.
KPMG is under no obligation in any circumstance to update this report, in either oral or written form, for events occurring after the presentation has been issued in final form.

The findings in this report have been formed on the above basis.

Third Party Reliance

This report has been prepared at the request of KDC Ltd in accordance with the terms of KPMG's engagement letter dated 13 April 2017. Other than our responsibility to KDC Ltd
neither KPMG nor any member or employee of KPMG undertakes responsibility arising in any way from reliance placed by a third party on this report. Any reliance placed is that
party’s sole responsibility.

The report is provided solely for the benefit of the parties identified in the engagement letter and is not to be copied, quoted or referred to in whole or in part without KPMG's prior
written consent. KPMG accepts no responsibility to anyone other than the parties identified in the engagement letter for the information contained in this report. This report is
delivered subject to the agreed written terms of KPMG's engagement.

Electronic Distribution of Reports

This KPMG report was produced solely for the use and benefit of KDC Ltd and cannot be relied on or distributed, in whole or in part, in any format by any other party. The report is
dated 16 May 2017 and KPMG accepts no liability for and has not undertaken work in respect of any event subsequent to that date which may affect the report.

Any redistribution of this report requires the prior written approval of KPMG and in any event is to be a complete and unaltered version of the report and accompanied only by such
other materials as KPMG may agree.

Responsibility for the security of any electronic distribution of this report remains the responsibility of KDC Ltd and KPMG accepts no liability if the report is or has been altered in
any way by any person.
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Kaipara be Oranganui » Two Oceans Tws Harbours KAIPARA DISTRICT COUNCIL.
File number: 2304.15 Approved for agenda |:|
Report to: Audit, Risk and Finance Committee
Meeting date: 09 March 2017
Subject: Legal compliance - Awareness of Obligations May 2017
Date of report: 29 May 2017
From: Glennis Christie, General Manager Finance
Report purpose [] Decision XI  Information
Assessment of significance [] Significant [X Non-significant

Summary

Council is obligated, and should, operate within legislative requirements. In addition there are industry
standards applicable to Council activities. Council requires Managers to acknowledge their awareness
and endeavour to meet the requirements of relevant Acts of Parliament, Regulations and Standards

Applicable to their duties. A list of general Acts of New Zealand is appended to this report (Appendix 1).

Six monthly, Managers are asked to read and sign an Awareness of Obligations and Endeavour to Meet
Statement. In this statement, Managers are asked to verify that, to the best of their knowledge, they are

complying and operating within legislative requirements. Staff undertook these statements in May 2017.

New to the statement is the requirement for managers to list any gifts of corporate hospitality or gifts

since the last statement.
Recommendation

That the Audit, Risk and Finance Committee receives the General Manager Finance’s report Legal
compliance - Awareness of Obligations May 2017’ dated 29 May 2017 and the information contained

therein.
Reason for the recommendation

It is appropriate that the Audit, Risk and Finance Committee is informed and receives continuing

information relating to internal control measures undertaken by management.

Reason for the report

To report to the Audit, Risk and Finance Committee the internal control steps undertaken to ensure staff
are aware of requirements and obligations as prescribed through Acts of Parliament, Regulations and

Standards applicable for a local government environment.
Background

Council has introduced a system for requesting managers to acknowledge their awareness and
endeavour to meet the requirements of relevant Acts of Parliament, Regulations and Standards
Applicable to their duties. Appendix 1 is the current Listing of Legislation that Level Three Managers and

above have acknowledged as being relevant to Council Activities.
This helps to ensure activities carried out on behalf of Council are done so by Managers aware of their
obligations.

2304.15
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Routine confirmations are part of the internal control systems of Council and it is intended to provide the

Audit, Risk and Finance Committee with updates on a regular basis.

While at first glance the requirements may seem onerous, Managers are all experienced in their areas
of operation and used to undertaking their tasks while complying with all manner of legislation. This is
the fifth cycle of statements that has been completed by Managers since the introduction of the

compliance auditing.

New to the statement is the requirement for managers to list any corporate hospitality or gifts.
Factors to consider

Community views

The community would expect a system of assurance to be in place so that Council was aware of and

compliant with relevant legislation.

Policy implications

This is an information report outlining legislative compliance and has no impact on policy.
Financial implications

There are no financial implications as a result of this report.

Legal/delegations implications

This report is for information and does not trigger legal or delegation implications.
Options

The options available to the Audit, Risk and Finance Committee are:

Option 1: Accept report. The Committee could receive the information provided.

Option 2: Ask for additional information or further clarification. The Committee could ask for additional

information or further clarification if required.
Assessment of options

Under Option 1 the Committee would receive the report. Under Option 2 the Committee may wish to

leave the report lying and seek further information or clarification on a matter.
Assessment of significance

Receiving internal control information is a routine business practice issue and is not significant in

terms of Council’s Significance and Engagement Policy.
Recommended option

Option 1, receive the report.
Appendix
e  Appendix 1: Listing of Legislation
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Appendix 1

Kaipara District Council - Listing of Legislation

Public General Acts of New Zealand

There are many general Acts of Parliament that confer powers on the Kaipara District Council and

regulate its functions, duties and responsibilities. The most significant of these are as follows:

Building Act 2004

Building Research Levy Act 1969

Burial and Cremation Act 1964

Bylaws Act 1910

Citizenship Act 1977

Civil Defence Emergency Management Act 2002 (Lifelines)
Climate Change Response Act 2002
Construction Contracts Act 2002

Consumer Guarantees Act 1993

Copyright Act 1994

Disputes Tribunal Act 1988

Dog Control Act 1996

Electoral Act 1993

Electricity Act 1992

Employment Relations Act 2000

Energy Efficiency and Conservation Act 2000
Fair Trading Act 1986

Fencing Act 1978

Fencing of Swimming Pools Act 1987

Financial Reporting Act 2013

Fire Services Act 1975

Food Act 2014

Forest and Rural Fires Act 1977

Gambling Act 2003

Gas Act 1992

Goods and Services Tax Act 1985

Hazardous Substances and New Organisms Act 1996
Health Act 1956

Health (Drinking Water) Amendment Act 2007 (an amendment of the Health Act 1956)
Health and Safety at Work Act 2015

Heritage New Zealand Pouhare Taonga Act 2014
Holidays Act 2003

Human Rights Act 1993

Impounding Act 1955

Income Tax Act 2007
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Insolvency Act 2006

Kaipara District Council (Validation of Rates and Other Matters) Act 2013
KiwiSaver Act 2006

Land Drainage Act 1908

Land Transfer Act 1952

Land Transport Act 1998

Land Transport Management Act 2003

Land Transport (Road Safety and Other Matters) Amendment Act 2011
Litter Act 1979

Local Authorities (Members’ Interests) Act 1968

Local Electoral Act 2001

Local Government Act 1974

Local Government Act 2002

Local Government Act 2002 Amendment Act 2012

Local Government (Financial Reporting and Prudence) Regulations 2014
Local Government Official Information and Meetings Act 1987
Local Government (Rating) Act 2002

Major Events Management Act 2007

Mangawai Lands Empowering Act 1966 (sic)

Minimum Wage Act 1983

Municipal Insurance Act 1960

New Zealand Library Association Act 1939

Parental Leave and Employment Protection Act 1987

Plumbers, Gasfitters, and Drainlayers Act 2006

Postal Services Act 1998

Privacy Act 1993

Property Law Act 2007

Protected Disclosures Act 2000

Public Audit Act 2001

Public Bodies Contracts Act 1959

Public Records Act 2005

Public Works Act 1981

Rates Rebate Act 1973

Rating Valuations Act 1998

Reserves Act 1977

Resource Management Act 1991

Resource Management Infringement Offences Regulations 1999
River Boards Act 1908

Sale and Supply of Alcohol Act 2012

Sale of Goods Act 1908

Soil Conservation and Rivers Control Act 1941
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Smoke-free Environments Act 1990
Tax Administration Act 1994
Telecommunications Act 2001
Trespass Act 1980

Utilities Access Act 2010

Wages Protection Act 1983
Walking Access Act 2008

Waste Minimisation Act 2008

Wild Animal Control Act 1977
Wildlife Act 1953
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File number: 2304.15 Approved for agenda |:|
Report to: Audit, Risk and Finance Committee
Meeting date: 12 June 2017
Subiject: Audit Action Update
Date of report: 29 May 2017
From: Glennis Christie, General Manager Finance
Report purpose [] Decision X Information
Assessment of significance [l Significant D Non-significant

Summary

Under the Local Government Act 2002 Council is required to have its Annual Report and Long Term

Plans (including Long Term Plan Amendments) audited.

Following completion of the audits, Council’s auditors, Deloitte, produce a report to Council detailing
findings from each review and highlighting areas for improvement. These improvements are
incorporated into the schedules attached and reviewed as part of the preparation for the Audit, Risk
and Finance Committee meeting. Progress is noted against the recommendations and presented to
each Audit, Risk and Finance Committee meeting until the actions have been cleared. Attached are:

e Audit Management Letter Action Schedule (Attachment1) comprising the outstanding
recommendation from previous Annual Report audits;

e Counter Fraud Gap Analysis and Fraud Assessment (Attachment 2) from the Deloitte Counter
Fraud Gap Analysis and Fraud Risk Assessment dated 31 October and received by the Audit and
Risk Committee November 2014.

e New for Audit, Risk and Finance Committee is the Internal Audit Action Schedule which is made
up of outstanding recommendations from recent reviews of the Development Contribution and
Cash handling processes (Attachment 3).

e Also for the Audit, Risk and Finance Committee’s information is the Deloitte’s:

o Proposal to conduct the audit of Kaipara District Council on behalf of the Auditor-General for
the 2017, 2018 and 2019 financial years, dated 30 March 2016 (Attachment 4);

o Audit Engagement Letter for the 2017, 2018 and 2019 financial years, dated 09 May 2017
(Attachment 5);

o Confirmation of Engagement — Limited Independent Assurance Report in respect of Kaipara
District Council’s Debenture Trust Deed dated 09 May 2017 (Attachment 6);

o Confirmation of Engagement — Independent Auditor's Report Relating to Register of Stock
dated 09 May 2017 (Attachment 7);

o Independent Assurance Report in respect of Kaipara District Council’'s Debenture Trust Deed
for the period ended 30 June 2016, received December 2016 (Attachment 8); and

o Independent Auditor's Report Pursuant to clause 4.2 of the Trust Deed, dated 15 December
2016 (Attachment 9).
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Recommendation

That the Audit, Risk and Finance Committee receives the General Manager Finance’s report ‘Audit
Action Plan Update’ dated 29 May 2017 and Attachments 1-9.

Reason for the recommendation

It is appropriate that the Audit, Risk and Finance Committee monitors progress in addressing actions

identified by Council’s auditors and receives communications in relation to the audits conducted.

Reason for the report

To enable the Committee to review the updated External Audit Management Letter Action Schedule
and Key Risk Treatment Plan, the new Internal Audit Action Schedule and review communications

received relating to the audits.
Background

Under the Local Government Act 2002 Council is required to have its Annual Report audited. This
work was completed by Deloitte for the 2012/2013 to 2015/2016 years on behalf of the

Auditor-General.

In addition to their formal audit opinion, which is included in the Annual Report, the auditors also
produce a ‘Report to the Council’ and a ‘Constructive Report to Management’. An Action Schedule

has been created in order to track and action the outstanding issues identified by Deloitte.

Three reports formed the foundation of the current Audit Action Schedule (Attachment 1). These are:

e Constructive Report to Management for the year ended 30 June 2014, dated 23 November 2014
which was derived from the Annual Report 2013/2014;

e Constructive Report to Management for the year ended 30 June 2015 dated 10 November 2015
for the Annual Report 2014/2015; and

e Constructive Report to Management for the year ended 30 June 2016 dated 09 December 2016
for the Annual Report 2015/2016.

Issues

External auditors summarise the overall findings from their audits, note the range of issues that
Council faces or should consider (such as improvements that could be made to Council processes)

and makes recommendations for action by Council.

The audit action schedules list the recommendations from the auditors, identifies the issues where it is
considered that further follow-up action is warranted and notes progress against the recommendations

until the action is complete.
These issues remain as a clear area of focus for Council and Staff.

Staff progressively work on the actions outlined in the audit action schedules as relative priorities and
resources allow. Some actions have taken longer to progress than others however systems and

improvements have been made to see these actions dwindle.
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Internal audit
Staff reported at the March 2017 meeting that internal audit activities had commenced.

In May 2017 a Development Contributions Process review was completed. The objectives of the
review were to assess whether the documented development contribution processes are being
followed, and whether or not the correct allocation was made to a sample of projects. The results were
that processes were consistently being followed and that there were areas for improvement. The
recommendations and action to date are set out in Attachment 3 of this report.

Also in May 2017 a Cash Handling Process review was completed. The objectives of this review

were to

e assess the design and operating effectiveness of cash handling processes and controls against
good practices and according to KDC policies and procedures to ensure the completeness,

accuracy, timely recording and banking of funds received at selected KDC sites;

e provide recommendations for improvement where control gaps or operating deficiencies are
identified.

The review covered all areas of cash handling, found that the two customer service centre were
generally in line with good practice and identified a number of opportunities across the organisation to

strengthen a the design and operation of controls.
The recommendations and action to date are set out in Attachment 3 of this report.

In addition, an internal audit in the form of reviewing Council creditors has been undertaken since the
last Audit, Risk and Finance Committee meeting. This audit has seen the Financial Services Manager
review Council’s top 50 suppliers to ensure no instances of unexplained invoices have occurred. No

indication of inappropriate payments were found.

The next internal audit, covering contract management framework and effectiveness, is due to

commence in July 2017.

Communications from Deloitte (external auditors)

1. Proposal to conduct the audit of Kaipara District Council on behalf of the Auditor-General for the
2017, 2018 and 2019 financial years, dated 30 March 2016 (Attachment 4). This document sets
out information relating to the audits of the 2017, 2018 and 2019 financial years, including the
statutory basis for the audits, fees and how they are set and key members of the audit team. As
Peter Gulliver has already completed four years (of a maximum of six), it is proposed that he is
appointed for two more years and thereafter Bryce Henderson is appointed.

2. Audit Engagement Letter for the 2017, 2018 and 2019 financial years, dated 09 May 2017
(Attachment 5). This letter sets out the terms of the audit engagement and the respective
responsibilities of Council and the Appointed Auditor, Peter Gulliver, for the financial statements
and performance information.

3. Confirmation of Engagement — Limited Independent Assurance Report in respect of Kaipara
District Council’s Debenture Trust Deed dated, 09 May 2017 (Attachment 6). This letter sets out
the tripartite agreement for an audit in accordance with the debenture Trust Deed (which in turn
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governs our debt obligations). The parties to the agreement are Deloitte, as independent auditor,
Kaipara District Council, as borrower, and Corporate Trust Limited as Trustee. The letter sets out
each party’s responsibilities. Under the Deed, Council is required to adhere to the full
requirements of the Trust Deed, including the continuing covenants and reporting covenants.
These include a reporting certificate which sets out information about stock issued and
outstanding against the Trust Deed and compliance of procedures including certain financial ratios
and borrowing limits. In addition, an independent auditor’s report is required to be sent to the
Trustee that to reviews status and compliance of certain aspects set out in the Trust Deed.
(Attachment 8 is the report for the year ended June 2016 for the Audit, Risk and Finance’s

information).

Confirmation of Engagement — Independent Auditor’'s Report Relating to Register of Stock dated
09 May 2017 (Attachment 7). Council is also responsible for keeping a stock register and
ensuring that it is audit. Again, there are three parties to the engagement: Deloitte, Council and
Corporate Trust Limited. (Attachment 9 is the report for the year ended June 2016 for the Audit,
Risk and Finance’s information).

Independent Assurance Report in respect of Kaipara District Council’s Debenture Trust Deed for
the period ended 30 June 2016, received December 2016 (Attachment 8). This is the
Independent Limited Assurance Report provided for the year end 30 June 2016. An unqualified

conclusion was received and there were no recommended improvements.

Independent Auditor’s Report Pursuant to clause 4.2 of the Trust Deed, dated 15 December 2016
(Attachment 9). This is the Independent Limited Assurance Report provided for the year end

30 June 2016. The opinion was that Council had complied in all material respects for the stated
period. There were no recommended improvements.

Next step

The Committee should satisfy itself that all of the necessary actions are provided for in the attached

Action Schedules and that appropriate action is being taken to address these issues.

Attachments

SP:yh

Attachment 1: Action Schedule identifying issues which require follow-up action

Attachment 2: Key Risk Treatment Plan identifying issues from the fraud risk review which require follow-up action
Attachment 3: Internal audit Action Schedule

Attachment 4:

Attachment 5:

Attachment 6:

Attachment 7:

Attachment 8:

Attachment 9:
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Audit Management Letter Action Schedule

1. Annual Report 2013/2014 (Constructive Report to Management for the year ended 30 June 2014, dated 23 November 2014)

Item Description® | Action Required gtg;z_ Progress to Date Completed
Fixed Assets e Track individual assets within each asset class to enable a physical | pgm Reconciliation of land assets underway.
Register (FAR) check to be completed on the fixed asset balance; The FAR will look to be incorporated into
maintenance (A3) | e Software should be separated out into intangible assets to ensure existing Council software. It is intended to
that the fixed asset and intangible balances reflect the appropriate commence the FAR prior to year-end and
accounting policies in the financial statements (NB: noted that not complete by Aug/Sept 2017.
material).
Property, plant and | On a monthly basis or at least on a quarterly basis the PPE balances FSM Discussion with Council’s auditor may see a
equipment (PPE) should be updated for actual 3 shift in Deloitte’s understanding. Council
monitoring (B8) e  operational expenditure; manages Capital Expenditure through the
e  capital expenditure; and budgeting and monthly reporting system not
e  depreciation. the PPE.
Reconciliations Detailed reconciliations should be performed to ensure the general FSM This matter is being addressed as part of the
(B10) ledger does reconcile with the FAR on a regular basis i.e. monthly*. FAR system.
With respect to the underlying databases again these reconciliations
should be done on a regular basis. We understand that the

1 References are to the Deloitte “Constructive Report to Management for the year ended 30 June 2014” (received by the Audit and Risk Committee in February 2015)
2 RM (Revenue Manager), FSM (Financial Services Manager), GMI (General Manager Infrastructure) , GMF (General Manager Finance), GMCS (General Manager Corporate Services), GMS&P (General Manager
Strategy & Performance), ISM (Information Services Manager), GMC (General Manager Community), HR (Human Resources), CSM (Customer Services Manager), EA (Executive Assistant)

3 First noted by Audit as part of the Annual Report for year ended 30 June 2013.
4 First noted by audit as part of the Annual Report for year ended 30 June 2013,
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Item Description Action Required Resp? Progress to Date Completed
reconciliation may not be able to be done on an overall basis however
sample checks should be completed to ensure the FAR information is
consistent with the underlying databases and that all assets included in
the revaluation report are consistent with the FAR and general ledger.
2. Annual Report 2014/2015 (Constructive Report to Management for the year ended 30 June 2015 dated 10 November 2015)
T . . Staff
Item Description Action Required Resp® Progress to Date Completed
Water and Either implement a function within the service request system for coding | GMS& | Software provider has replied that other
wastewater KPI P/EA Councils have implemented a similar function.

testing (A6)

to specific issues or consistently applying these codes within the

documentation of service requests.

Scope and cost of this function to be advised

by service provider.

5 References are to the Deloitte “Constructive Report to Management for the year ended 30 June 2015” (received by the Audit and Risk Committee in December 2015)

6 FSM (Financial Services Manager), RM (Revenue Services Manager), GMCS (General Manager Corporate Services), GMI (General Manager Infrastructure) , GMF (General Manager Finance), GMS&P (General

Manager Strategy & Performance), ISM (Information Services Manager), GMC (General Manager Community), HR (Human Resources), CSM (Customer Services Manager), EA (Executive Assistant).
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3. Annual Report 2015/2016 (Constructive Report to Management for the year ended 30 June 2016, dated 09 December 2016)
Item Description” | Action Required gﬁ:;s Progress to Date Completed
Process for Centrally manage collated information and review quarterly. GMS&'P Centralised measures will be
collating data addressed as part of the LTP 2018.
relating to
non-financial
performance
measure is not
centrally controlled
(A1)
Not all fixed assets | Reconciliation of Council-owned land sourced from the Rates database to fixed FSM Land reconciliation underway.
owned by Council assets register.
were included in
the fixed asset
register (A4)
HR Document Retain and file HR documents correctly. GMCS Auditing undertaken on random HR Completed
Retention (A5) files to check information filed
correctly
Infrastructure asset | Update Infrastructure Asset database to enable accurate and complete data to GMI Condition monitoring being
information (A6) ensure recommended improvements are addressed. progressed and accelerated where

" References are to the Deloitte “Constructive Report to Management for the year ended 30 June 2016” (received by the Audit, Risk and Finance Committee in March 2016)

8 FSM (Financial Services Manager), RM (Revenue Services Manager), FCPM (Financial and Corporate Planning Manager), GMCS (General Manager Corporate Services), GMI (General Manager Infrastructure) ,

GMF (General Manager Finance), GMS&P (General Manager Strategy & Performance), ISM (Information Services Manager), GMC (General Manager Community), HR (Human Resources), CSM (Customer

Services Manager), EA (Executive Assistant), FA (Finance Administrator).
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Item Description” | Action Required gteeggg Progress to Date Completed
. practicable.
NZTA Audit Report | Consider and implement NZTA recommendations where appropriate. GMI Ongoing
Findings (A7)
KDC’s calculation Update debt ratio calculations as stipulated by liability policy. GMF Policy under review.
of their debt ratios
within their liability
management policy
varies with
Deloitte’s
calculation (A10)
Holiday Pay (Al1l) Monitor Holiday Pay calculations to ensure compliance with The Holidays Act FSM Last checked February 2017. Will Completed
2003. monitor for the balance of the
financial year.
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Counter Fraud Gap Analysis and Fraud Assessment report dated 31 October 2014

Key Risk Treatment Plan - Action Schedule

Attachment 2

Key Risk? Suggested treatments? Staff , Progress to date Completed
Fictitious invoicing by Introduce supplier set-up checklist. Egi/lp The introduction of Electronic Purchase Orders will
employee or third party allow control of new suppliers. Project commenced
and training underway
Fraudulent manipulation of Consider implementing further banking security. FSM BNZ recently upgraded their Online Banking
bank payments Security. Enhancements to be investigated.
Suppliers invoicing for work Consider implementing regular formal audit of GMI, For major Council contracts routine auditing is Completed
not completed. ordered works. GMF undertaken as part of authorising a monthly claim.
The percentage of auditing varies within activity.
For some services use a limited number of FSM Council is awaiting the implementation of Electronic
approved suppliers only. Purchase Orders to limit approved suppliers for use.
Project commenced and training underway
Audit yearly-spend over top 50 suppliers. FSM Follow-up review indicates second tier suppliers the
high risk. Suppliers reviewed in May 2017.
Fraudulent manipulation of Audit current NCS access permissions and restrict | GMCS | Latest software upgrade included a roles matrix to
supplier bank accounts in to required roles. ensure only access to relevant data is available.
NCS. Installed and ready for testing.
Segregate roles. GMCS | One instance of this found and remedied Completed

! References are to the Deloitte “Counter Fraud Gap Analysis & Fraud Risk Assessment” dated 31 October 2014 (received by the Audit and Risk Committee in November 2014). Key risks were pulled together
from the risk that were perceived as high and medium.

2 Recommended by Deloitte.

3 FSM (Financial Services Manager), RM (Revenue Manager), GMI (General Manager Infrastructure), GMCS (General Manager Corporate Services), GMF (General Manager Finance)
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Internal Audit Action Schedule

1. Development Contribution Process Review (May 2017)

Attachment 3

KAIPARA DISTRICT COUNCII

a) Undertake frequent training for all staff involved in assessing development
contributions and ensure that the training material is available to all development

contribution staff for future reference and for informal training.

b) Implement a standard checklist to ensure that there is a standardised
approach to assessing a development contribution and ensuring that all aspects

have been considered.

¢) Remind staff assessing development contributions where to source the

relevant rates from the policy.

Needs to be supplemented with
“champions” in specialised areas to
manage continuity with changing

personnel.

Item Description® | Action Required gfg;z Progress to Date Completed
Development Clarify the date from which development contributions can be charged, inform GMF/ . Agreed — project plan to be
Contribution the building control team and update the process flowchart GMS&P | developed to action plan for all
processes recommendations. Training
scheduled.

Provide formal guidance to staff on the ‘cut-off criteria for commercial development GMF/ As above

contributions. GMS&P

Training GMF/ Formal session planned once a year.

GMS&P

1 References are to the Price Waterhouse Cooper “Development Contribution Processes Review” (received by the Audit and Risk Committee in June 2017)
2 FSM (Financial Services Manager), RM (Revenue Services Manager), FCPM (Financial and Corporate Planning Manager), GMCS (General Manager Corporate Services), GMI (General Manager Infrastructure) ,
GMF (General Manager Finance), GMS&P (General Manager Strategy & Performance), GMP&R (General Manager Planning & Regulatory) ISM (Information Services Manager), GMC (General Manager

Community), HR (Human Resources), CSM (Customer Services Manager), EA (Executive Assistant), FA (Finance Administrator).
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Item Description Action Required Resp? Progress to Date Completed
Reinforce the accountabilities of teams that are involved in development contribution | GMF . .
Invoice and collect processes in Completed
processes to ensure there is clarity on roles and responsibilities, particularly across .
o ) place and being rolled out. Recovery
invoicing and collection processes. o
processes require input from source
department.
Introduce independent review processes of development contribution GMP&R | To be reviewed.
assessments and calculations to ensure accuracy, validity, alignment with policy
and relevant documentation is updated.
Clarify: GMF/
. . - . . MS&P | T incl rt of the training.
a) Who is responsible for remissions, postponements, reconsiderations and GMS& 0 be included as part of the training
objections so that staff know who to contact.
b) Escalation points to enable staff to escalate queries regarding development
contributions.
Allocation of Consider updating the list of development contribution projects along with their GMF/ To be reviewed and updated for, or
Development funding allocations annually and use this as the basis for allocation of GMI as part of, LTP18.
Contributions development contributions spent as part of the annual reporting.
FSM Balances will be reviewed and

a) Resolve the $29,000 balance of Water Supply development contributions

collected.

b) Investigate and resolve the balance of $12,000 under District Leadership in

the development contribution reserve.

corrective action taken.
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2. Cash Handling Process Review (May/June 2017)
Item Description Action Required gteasf; Progress to Date Completed
Kai lwi Lake 1 Ifitis practical setup a separate bank account for Kai Iwi Lakes and provide F&CI:;M Agree — in progress.
Recommendations | camp staff with view access. Alternatively, send a dalily listing of all deposits for
Kai lwi Lakes to campground staff.
2 Install signage of all charges at the campground office. P&CM Signs installed — complete. Completed
3 Investigate whether Seekom can record sundry sales (using the extras P&CM Integration is being investigated with
option) or implement an alternative solution. a view to implement later in the year.
4 Investigate the possibility of using the booking/receipting system output as P&CM Being investigated. The necessary
the Car card. equipment will be purchased and an
automated solution implemented
before the summer high season.
5 Consider the use of mobile eftpos/tablet to enable receipting at Promenade P&CM Agree —in progress.
Point.
6 Investigate why deposits/payments for bookings beyond year end cannot be P&CM It is preferred to have a Completed
made and if feasible enable this functionality. commencement date to bookings for
each summer so that all campers
have an opportunity to book sites.
7 Investigate whether the credit card surcharge fees can be automatically FSM This has been actioned — complete. Completed
calculated by the eftpos terminal.
8 Implement a point of contact for Kai lwi Campground staff to resolve F&CPM | Not anticipated to be a requirement Completed
receipting issues over their busy period. when Kai lwi staff are provided read
only access to bank account.
9 Voided/cancelled sales should be recorded through Seekom and reviewed by | F&CPM | Administration access to Seekom for
Finance. Finance staff to be actioned.
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Item Description Action Required gteasf; Progress to Date Completed
10 Reduce the need for Kai Iwi Lakes Campgrounds staff to handle cash by: F&CF;M Management will transition to a cash-
» promoting payment through the Seekom by credit card/internet banking P&CM less regime for safety reasons before
» placing sundry items on the Seekom system as extras and include in the the next summer season. This will
overall bill. require the following actions;
. Signs erected “ No cash held
on premises”;
. Website updated to advise “No
cash payments accepted”;
. Purchase of Vend (POS)
system;
. Install mobile eftpos;
. Update procedures.
11 Investigate the feasibility, operational and cost-effectiveness of installing a P&CM Initial investigations suggest
barrier arm at Kai lwi Lakes Campgrounds. significant changes to the entrance
will be required. Further work will be
undertaken.
12 Implement a regular reconciliation of bookings versus payments received for | F&CPM | Agree. Finance access to Seekom to
Kai Iwi Lakes Campgrounds. be enabled.
13. Management should investigate the options of implementing segregation of F&CPM | Agree. The system administrator will
duties across the sites, and where this is not possible ensure that monitoring be a Finance function and the user
controls such as reconciliations are in place. function will be Kai Iwi staff.
14 Investigate the options for linking the eftpos terminal directly to receipting P&CM Agree if Seekom functionality allows.
system.
15 Restrict campground staff access to the functionality required to perform their | F&CPM | Agree. Train finance staff in the use

job and restrict system administration rights to appropriate personnel.

of Seekom administration. This step
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Item Description Action Required gteasf; Progress to Date Completed
' will also assist in enabling backup
support for Kai lwi staff.
Item Description Action Required gteasflfa Progress to Date Completed
General 1 Update cash handling policies and procedures and communicate to all relevant GMCé Existing procedures to be reviewed
Recommendations | staff. and rewritten in order to implement
new consistent daily procedure for
Mangawhai and Dargaville Customer
Service staff and to include cash
floats as part of start of day
procedures.
2 Keep policies and procedures up to date through review on a periodic basis. GMCS Procedures now have review dates
included in their process.
3 All cashier staff receive periodic formal training on cash handling procedures CSM To be included as part of initiation
and training is provided to new starters. process.
4 Management should periodically monitor procedures at different locations F&CPM | A process will be investigated to
(e.g. spot checks) to ensure compliance with policy and inform management on implement.
areas that staff may need training on.
5 Implement an exit checklist for departing employees to ensure that all Council | GMCS Human Resources to update their
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Customer Service staff at Mangawhai

and Dargaville Office for variance

6
KAIPARA
Item Description Action Required gteasf; Progress to Date Completed
Customer Service 1 Periodically review users with access to cash handling system roles. CSM ' Notify IT of staff to add and remove
Centre access in real time. Arrange
Recommendations automated reporting monthly a listing
of ‘any’ current users within the
Customer Service Centre assigned
NCS Cash Handling Access ‘Roles’.
2 Investigate restricting the “assign users access” ability within the Cash FSM Finance to advise on access
Administration role to the Customer Services Manager only. restrictions within Cash
Administration to approved staff.
3 Implement a requirement for cashiers to verify and document cash floats as CSM Existing procedures to be reviewed
part of start of day procedures. and rewritten in order to implement
new consistent daily procedure for
Mangawhai and Dargaville Customer
Service staff to document cash floats
as part of start of day procedures.
4 Implement an independent spot count of floats. CSM Agree. To be implemented.
5 Investigate the options for linking the eftpos terminal directly to NCS. CSM The matter will be taken up with IT.
6 As part of cashier training, staff need to be aware to count monies received in CSM The revised procedures will include
front of customer and/or keep monies out of cash drawer until change has been instruction to count money in front of
given. customer and keep out of cash
drawer until change given.
7 Escalation thresholds for variances need to be documented in procedures and CSM Develop escalation threshold for the
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7
KAIPARA
Item Description Action Required gteasf; Progress to Date Completed
' reporting. Document procedures for
reporting and investigation.
8 Implement thresholds for the collection of cash received and make sure staff GMCS Completed. Security staff are Completed
are familiar with them. The threshold should be set within the security company arranged for major banking days.
pickup cash limit.
9 Introduce a requirement for the Mangawhai staff to obtain a signature from the CSM The security company in Mangawhai Completed
security guard before monies are collected. use electronic scanners as part of
their tracking system. The security
company in Dargaville remain on a
paper-based system. No further
action is anticipated.
10 Ensure appropriate approval is in place for adjustments such as refunds, CSM Individual cashier codes to be set up.
cancellations and voided transactions. All cancellations and voided
transactions are reviewed and
approved by a third party.
11 Reconciliations need to compare system records or receipts against bankings | F&CPM | The current reconciliation process will
in order to be effective. be reviewed.
12 Documentation of investigation of variances needs to be kept for future CSM Agreed. Will be incorporated into
reference and analysis of trends. 7 above.
13 Ensure timely review of NCS monthly reconciliations. FSM Reconciliations are now dated. Completed
Completed.
14 Lock cash drawers when staff are away from the cashier desk. CSM Customer Service staff to lock cash
drawers when staff are away from the
desk.
2304.15
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8
KAIPARA
Item Description Action Required gteasfz) Progress to Date Completed
Library 1 Implement a requirement for independent review of the cash up process at the | LM ' Complete. Value banked is generally Completed
Recommendations | Library. less than $50. There is a camera
viewing the cash-up process and
always someone else in the area
doing the balance of the closing
process.
2 Ensure the new NCS library management system is configured to LM This will be included in any system
automatically calculate the change required and display this for the cashier. requirement request.
2304.15
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30 March 2017

Graham Sibery

Chief Executive Copy: Director Auditor Appointments
Kaipara District Council Office of the Auditor-General
Private Bag 1001 PO Box 3928

Dargaville Wellington

Dear Graham

Proposal to conduct the audit of Kaipara District Council on behalf of the Auditor-General for
the 2017, 2018 and 2019 financial years

1 Introduction

The Auditor-General proposes to appoint me to carry out the audit of your organisation for
the next two years. At the conclusion of the 2018 audit I will have completed the maximum
six year period as appointed auditor and therefore rotation is required. The Auditor General
proposes to appoint Bryce Henderson from Deloitte in Auckland as the appointed auditor for
the 2019 vyear.

As required by the Office of the Auditor-General (OAG), I set out below information relating
to the audit for the three financial years ending 30 June 2017, 2018 and 2019. The purpose
of this proposal is to provide information on:

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

. the entities covered by this proposal;

. key members of the audit team;

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

L our proposed fees for the audit for the financial years ending 30 June 2017, 2018

and 2019 and reasons for any change;

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

s what the OAG overhead charge provides;
° certification required by the Auditor-General; and
) our commitment to conduct the audit in accordance with the Auditor-General’s

Auditing Standards.
2 Statutory basis for the audit and how audit fees are set
The audit of your organisation is carried out under Section 15 of the Public Audit Act 2001,

which states that “the Auditor-General must from time to time audit the financial statements,
accounts, and other information that a public entity is required to have audited”,
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Fees for audits of public entities are set by the Auditor-General under section 42 of the Public
Audit Act 2001. However, Council and I have the opportunity to reach agreement first and
recommend those fees for approval, The Auditor-General, with assistance from the OAG, will
set audit fees directly oniy if we fail to reach agreement.

Our proposed audit fees are set out in this letter and include an estimate of the reasonable
cost of disbursements (including travel and accommodation where necessary}).

Entities covered by this proposal
This proposal covers the audit of Kaipara District Council.

Key members of the audit team

Peter Gulliver
Bryce Henderson
Bruno Dente
Brett Tomkins
Richard Oiney

Appointed Auditor 2017 and 2018
Appointed Auditor 2019

Quality Control Reviewer 2017

Quality Control Reviewer 2018 and 2019

Audit Manager

Peter Gutliver and Bruno Dente are only able to act at appeinted auditor and quality control
reviewer respectively for the years ending 30 June 2017 and 2018 in order to comply with
rotation requirements. However to ensure the appointed auditor and quality control reviewer
are both not changed in the same year the Auditor General is proposing that Brett Tomkins
assume the role of quality control reviewer in 2018 and 2019 and that Bryce Henderson fulfil
the appointed auditor role for 2019, We will ensure appropriate transition activities occur in
the 2018 audit to facilitate these changes.

Estimated audit hours

We estimate that the following hours will be required to carry out the audits {(compared to
budgeted and actual data from the previous financial year):

Audit team member 2016 2016 2017 2018 2019
budget actual

Appointed Auditor 63 77 60 60 60

Review Partner 10 6 15 15 15

Audit Manager 125 112 115 115 115

Other CA gualified staff 177 222 220 220 220

Non CA qualified staff 330 725 560 560 560

Other specialists:

* Technical accounting 3

* IT specialists 5 5 10 10 10

Total audit hours 710 1,150 2980 980 980
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5.1

Reasons for changes in audit hours

The 2016 budget hours were set in 2013 as part of the proposal for the 2014-2016 years.
With hindsight and as evidenced by our actual hours incurred over that 3 year period this
estimate has proven to be significantly understated. The reasons are many and varied and
included increased expectations and work around rates, attendance at audit committee
meetings (including preparation and travel), the impact of the Financial Reporting and
Prudence Regulations, annual revaluation of infrastructure assets, and the impact of entering
into the LGFA for funding, including establishment of a trust. Many of these matters were not
anticipated at the start of the audit relationship.

Accordingly we have based the 2017 budgeted hours off the actual hours incurred in 2016.
We also note that other than the impact of the Financial Reporting and Prudence Regulations
we are not seeking to increase the fee to reflect the fact our actual audit hours consistently
exceed the budget set over 3 years ago.

We anticipate a reduction in hours between the 2016 actual hours and the 2017 budgeted
hours. This reflects a reduction in time dealing with historic rating and litigation matters,
continued improvements in Council’s management and execution of non-financial reporting,
along with further marginal efficiencies arising from our debrief of the 2016 audit with
management.

We note that we have absorbed the additional hours incurred during 2016, other than
seeking a $9,000 additional fee for issues encountered in the audit of the non financial
performance measures. This approach has also been applied in the earlier years of our
appointment as we have invested in the relationship and the transition of KDC through the
period of governance by Commissioners. With the historic issues now largely resolved we
expect our actual hours to be closer to the budget.

Finally we note that the cost of the additional work that is required as a result of the
disclosures stipulated by amendments to the Local Government Act 2002, and the Local
Government (Financial Reporting and Prudence) Regulations 2014 since the previous fee was
set were absorbed by us, although the time is reflected in the 2016 actual hours in the table
above, This time continues to form part of the 2017-2019 budgeted hours, although you will
see in section 6 we are seeking to recover a portion of this cost going forward.
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6.1

Proposed audit fees

Qur proposed fees for the next three audits (compared to budgeted and actual data from the

previous financial year) are:

Structure of audit fees 2016 2016

budget actual 2017 2018 2019

$ $ $ $ $

Net audit fee (excluding OAG 142,200 142,200 149,000 152,000 155,000
overhead and
disbursements)
Additional audit fee 9,000
OAG overhead charge 10,050 10,050 10,350 10,660 10,990
Total audit fee (excluding | 152,250 | 161,250 | 159,350 | 162,660 | 165,990
disbursements)
Estimated Disbursements 15,000 19,372 16,000 16,300 16,600
Total billable audit fees 167,250 | 180,622 | 175,350 | 178,960 | 182,590
and charges
GST 25,088 27,093 26,303 26,844 27,389
Total (including GST) 192,338 | 207,715 | 201,653 | 205,804 | 209,979

The audit fees allow for the audit team to carry out specific tasks identified in the OAG Sector
Brief and for the QAG overhead charge. We have also estimated the reasonabie cost of
disbursements (including travel and accommodation where necessary). Disbursement costs
are indicative only and will be charged on an actual and reasonable basis.

Reasons for changes in audit fees

The main changes in cost components for future audits are:

Reasons for increased or decreased audit fees 2017 2018 2019
compared to previous period budgeted fees.

Approximate 2% inflationary movement (reflecting 2,800 3,000 3,000
wage inflation)

Changes to Local Government Act and Regulations* 4,000

Total increase (decrease) in audit fees 6,800 3,000 3,000

*We note that the cost of the additional work that is required as a result of the disclosures
stipulated by amendments to the Local Government Act 2002, and the Local Government
{(Financial Reporting and Prudence)} Regulations 2014 since the previous fee was set were
absorbed by us. This is part of the reason why our historical actual hours have exceeded the
budgeted hours as shown in section 5. Accordingly, it is appropriate to now factor in a small

additional fee for this work.
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7 Assumptions relating to our audit fee
Our proposed audit fees are based on the following assumptions that:

. You will provide to us in a timely manner the complete information required by us to
conduct the audit.

. Your staff will provide us with an appropriate level of assistance.

. Your organisation’s annual report and financial statements (including Statement of
Service Performance) will be subject to appropriate levels of quality review before
being submitted to us for audit. In particular, data and information relating to non-
financial performance measures will be subject to Council’s internal quality review
processes before it is audited by us, and the process managed so as to facilitate the
timely delivery of relevant information for audit testing.

. Your organisation’s financial statements will include all relevant disclosures.

° We will review up to two sets of draft annual reports, one printer's proof copy of the
annual report, and one copy of the electronic version of the annual report (for
publication on your website).

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

] There are no significant changes to mandatory accounting standards or the financial
reporting framework that require additional work.

o There are no significant changes to mandatory auditing standards that require
additional work other than items specifically identified in the tables above.

® There are no significant changes to the agreed audit arrangements (set out in an
annual letter we will send you) that change the scope of, or dishursements related
to, this audit.

If the scope and/or amount of work changes significantly, we will discuss the issues with you
and the QAG at the time.

8 What the OAG overhead charge provides

Parliament has indicated that it expects the full cost of annual audits under the Public Audit
Act (including an OAG overhead charge) to be funded by public entities.

The OAG overhead charge partially funds a range of work that supports auditors and entities,

including:

. development and maintenance of auditing standards;

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

° ongoing auditor training on specific public sector issues;

° preparation of sector briefs to ensure a consistent approach to annual audits;
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® development and maintenance of strategic audit plans; and

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

Appointed Auditors are required to return the OAG overhead charge portion of the audit fee,
to the OAG.

Certifications required by the Auditor-General
We certify that:

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

® our professional indemnity insurance policy covers this engagement; and

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

Conclusion

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

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

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

Yours sincerely

Pt

Peter Gulliver

Partner

For Deloitte Limited
On behalf of the Auditor-General
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I accept the audit fees for the audit of the three financial years as stated above.

Full name: 6{&#‘5/\ r\\/\““l&im LSI,!:E‘ osition: O‘/’\lé’P E)(éﬂl‘ﬂ\/'e'

Authorised signature: L:_),O\ X\ Date: Il/ ‘ l-\-'\ J"Q T

AN J
Entity name: K@} D;Vﬁ\ D] S C—[' C@U{‘\O{'I

Actions to take when agreement has been reached:

1 Make a copy of this signed proposal and keep it for your file.
2 Send the original to: Peter Gulliver

Private Bag 115033

Auckland
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Tel: +64 9 303 0700
Fax: +64 9 303 0701
www.deloltte.co.nz

9 May 2017

Graham Sibery

Chief Executlve,
Kalpara District Coundil
Private Bag 1001
Dargaville

Dear Graham
Audit Engagement Latter

This audit engagement |etter Is sent to you on behalf of the Auditor-General, who Is the auditor of all
"public entities”, including Kalpara District Council under section 14 of the Public Audit Act 2001 (the Act).
The Auditor-General has appointed me, Peter Gulllver, using the staff and resources of Deloitte Limited,
under section 32 and 33 of the Act, to carry out the annual audits of the Kalpara District Councll’s financial
statements and performance Information. We wili be carrying out these annual audts on the Auditor-
Generai’s behalf, for the years ending 30 june 2017 to 30 June 2019. As noted in the audit proposal I will
be your Appolnted Auditor for 2017 and 2018, and Bryce Henderson will assume this role for 2019.

This letter outlines:
. the terms of the audit engagement and the nature, and limitations, of the annual audit; and

- the respective responsibliities of the Councll and me, as the Appointed Auditor, for the financlal
statements and performance Information.

The objectives of the annual audlt are:
-~ to provide an independent opinion on the Coundil’s financlal statements and performance

information; and
- to report on other matters relevant to the Councll’s financlal and other management systems that

come to our attentlon, need Improvement or are significant (for example, non-compliance with
statutory obligations or a lack of probity).

We will carry out the audit In accordance with the Auditing Standards Issued by the Auditor-General, which
Incorporate the International Standards on Auditing (New Zealand) (the Auditing Standards). They require
that we comply with ethical requirements, and plan and perfarm the audit to obtain reasonable assurance
about whether the Kaipara District Councll’s financlal statements and performance Informationh are free

from material misstatements.

Your responsibilities

Our audit will be carrfed out on the basls that the Councll acknowledges that It has responsibliity for;
- preparing the financial statements and performance information in accordance with fegal

requirements and financlal reporting standards;
- having such Internal cantrol as you determine Is necessary to enable you to prepare financial
statements and performance information that are free from materlal misstatement, whether due to

fraud or error; and
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- provldlng us with:
access to all Information of which the Kalpara District Council Is aware that is relevant to

preparing the financial statements and performance informatlon such as records
documentation, and other matters;

- additional information that we may request from the Kalpara District Councll for the
purpose of the audit;

- unrestricted access to Council members and employees that we conslder necessary; and

- written conflrmation concemning representations made to us in connection with the audit.

In addition, the Councll is responsible:
for the preparation of the summary financial statements and summary performance

information in accordance with the applled criterla;

to make the audited financlal statements and summary performance Information avaliable

to the intended users of that Information witheut undue difficulty; and

- to include our audit report on the summary financial statements and summary
performance Information in any document that contalns that Information and that Indicates

that we have reported on them.

The Council's responsibilities extend to all resources, activities, and entities under its control. We expect

that the Councll will ensure:
the resources, actlvities and entities under Its control have been operating effectively and

efficlently;
- It has complied with Its statutory obllgations including laws, regulations, and contractual

requirements;
it has carried out its decislons and actlons with due regard to minimising waste;

It has met Parliament's and the public's expectations of appropriate standards of behaviour In the
public sector in that It has carried out Its decisions and actions with due regard te probity; and
- Its decislons and actions have bean taken with due regard to financlal prudence.

We expect the Councli and/or the individuals within the Kalpara District Council with delegated authority to
Immediately Inform us of any suspected fraud, where there is a reasonable basis that suspected fraud has
occurred regardless of the amount Involved. Suspected fraud also includes instances of bribery and/or

corruption.

The Council should have decumented policies and procedures to support Its responsibliities. It should also
reguiarly monitor performance against Its objectlves.

The Council has certain responsibilities relating to the preparatlon of the financlal statements and
performance Information and In respect of financial management and accountabllity matters. These
specific responsibllities are set out in Annex 1. We assume that members of the Councll are famillar with
those responsiblilties and, where necessary, have cobtained advice about them.

Our responsibilities

Carrying out the audit

We are responsible for forming an independent opinion on whether the flnandial statementsand
perfermance information of Kaipara District Council:

- comply with generally accepted accounting practice; and

- presents fairly, In all materlal respects its position and performance.

An audit Involves obtalning evidence about the amounts and disclosures inthe financial statements and
performance infoermation. How we obtaln this Information depends on our judgament, Including our
assessment of the risks of material misstatement of the financlal statements and performance Informatlon,
whether due to fraud or error. An audlt alse includes evaluating the appropriateness of accounting policies
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and the reasonableness of accounting estimates, as well as evaluating the overall presentation of the
financlal statements and performance Infarmation.

We do not examine every transaction, nor do we guarantee complete accuracy of the financlal statements
and performance inforrmation. Because of the inherent limitations of an audit, together with the Inherent
limitations of Internal control, there Is an unavoldable risk that some materlal misstatements may not be
detected, even though the audit Is properly planned and performed in accodance with the Auditing

Standards.

During the audit, we consider Internal control relevant ta the Councll’s preparaticn of the financlal
statements and performance information, but not for the purpose of expressing an opinion on the
effectlveness of the Councll’s internal controls.

Flease note that the audit does not relleve the Councll of Its responsibllities. The Auditor-General expects
members of the Cauncll to be familllar with those responsibllities and, where necessary, to have obtalned

advice about them.

However, we will communicate to you In writing any significant deficiencies In internal contral relevant to
the audit of the financlal statements and performance Information that we have Identified during the audit.

During the audIt, the audit team will maintain an alertness for issues of:

- effectiveness and efficlency - In particular, how the Council have carried out thelr activitles;

- non-compllance with laws, regulations, and contractual requirements;

- waste — in particular, whether the Councl] abtained and applied the resources of the Councl! In an
economical manner, and whether any reseurces are being wasted;

- a lack of probity - in particular, whether the Council have met Parllament's and the public's
expectations of appropriate standards of behaviour in the public sector; and

- a lack of financial prudence.

Our independence

It Is essentlal that the audit team and Deloltte Limited remain both economically and attitudinally
Independent of Kalpara District Council {Including management and the Councll). This Involves being, and
appearing to be, free of any interest that might be regarded, whatever its actual effect, as being
Incompatible with Integrity, objectivity, and Independence.

To protect our independence, specific limitations are placed on us In accepting engagements with the
Councll other than the annual audit. We may accept certain types of other engagements, subject to the
requirements of the Auditing Standards. Any such cther engagements must be the subject of a separate
written arrangement between the Council and myself or Deloltte Limited.

Reporting

We will Issue an audit report that will be attached to the financlal statementsand performance

Information. This report contalns an opinlon that provides readers with reasonable assurance on whether
the financlal statements and performance information have been prepared in accordance with legal
requirements, are free from materlal misstatements, and comply with financial reporting standards. It may
also contaln cornment on matters such as compliance with statutory obligations, and other matters that
we consider may be of Interest to the readers of the audit report. In addition, we will issue an audit report
that will be attached to the summary fAinancial statements and summary performance infarmation. This
audit report will contain an opinion that provides the same level of assurance as the audit report on the

financlal statements and performance information.

We will also Issue a management letter that will be sent to the Councll. This letter communicates any
matters that come to our attention during the audit that, In our opinion, are relevant to theCouncil (for
example, Internal control weaknesses, probity matters, or compliance with statutory obligations).
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Please note that the Auditor-General may publically refer to matters that are Identified In the annual audit
in keeping with section 21 of the Pubflc Audit Act 2001.

Next steps

Please acknowledage recelpt of this letter and the terms of the audit engagement by signing the enclosed
copy of the letter In the space provided and retumning it to me. The terms will remain effective untll a new

Audit Engagement Letter Is Issued.
Annex 2 contains some additional ®other” responsibilities for the audit.

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

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

Yours falthfully

p—

Peter Gulllver

Partner

For Deloltte Limited

On behalf of the Auditor-General

1 acknowledq
Council.

Signature:
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Annex 1 - Respective speclfic responsibliiities of the Councli and the Appointad Auditor

Responsibliities of the Council

_“Rssponsibilities for thé flhanclil statements and performance Information

Responsibilitles of the Appointed Auditor

You are required by leglsiation to prepare financlal
statements and, where appropriate, other
accountabllity statements that comply with
generally accepted accounting practice in New
Zealand and that present fairly, In all material
respects the actlvities of the public entity during
the year, and Its financfal position at the end of
the year.

You must also ensure that any accompanying
information in the annual report is consistent with
that reported In the audited financlal statements
and performance Information,

You are required by legisiation to prepare the
financlal statements a2nd performance information
and provide that Information to us before the
statutery reporting deadiine. It Is normal practice
for you to set your own timetable to comply with
statutory reporting deadlines.

We are responsible for carrylng out an annual
audit, on behalf of the Auditor-General, and to
form an opinlon on whether the public entity's
financlal statements and performance information
have been prepared In accordance with legal
requirements, comply with generally accepted
accounting practice in New Zealand and presents
falrly, in all material respects the position and
performance of the public entity,

We will aiso read other accompanying information
ta the finandal statements and performance
information to Identify whether there are material
inconsistencies with the audited financial
statements and performance information.

Materlality Is one of the main factors affecting our
Judgement on the areas to be tested and on the
timing, nature, and extent of the tests and
procedures performed during the audit. In
planning and performing the annual audit, we aim
to obtain reasonable assurance that the financial
statements and performarnce information do not
have material misstatements caused by elther
fraud ar error. Materlal misstatements are
differences or omissions of amounts and
disclosures that, in our judgement, are likely to
influence a reader’s overall understanding of the
financizl statements and performance Information.

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

An audit also involves evaluating:

- the appropriateness of accounting policies
used and whether they have been
consistently applled;

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

- the appropriateness of the content and
measures In any nan-financial
accountability statements;

. the adequacy of the disclosures In the
financlal statements and performance
information; and

“ the overall presentation of the financial

statements and performance Informatlion.
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Responsibilities of the Coundli

Responsibilities for the finenclal statements and:

Responsibllities of sho Appointed Auditor

We wlll ask you for written confirmation of
representations made about the financlal
statements and performance Infermation. In
partlcular, we wlil seek confirmation that:
the adoption of the going concern
assumption is appropriate;

- all material transactions have been
recorded and are reflected In the flnanclal
statements and performance information;

- all Instances of non-compliance or
suspected non-compliance with laws and
regulatiens have been disclosed to us;
and
uncorrected misstatements noted during
the audit are Iimmaterial to the financial
statements and performance Information.

Any representation made does not In any way
reduce our responsibility to perform appropriate

audit procedures and enquiries.

Responsibilities of the Council

sibllitles for the accounting records: ..

Responsibllities of the Appolnted Auditor

You are respenslble for maintaining accounting
and other records that:

correctly record and explain the
transactions of the public entity;

enable you to monitor the resources,
activities, and entitles under Its control;
enable the public entity's financial position
to be determined with reasonable
accuracy at any time;

enable you to prepare financlal statements
and performance Information that comply
with {egislation (and that allow the
financial statements and performance
information to be readlly and properly
audited); and

are In keeping with the requirements of
the Commissioner of Inland Revenue.

We wlll perform sufficlent tests te obtaln
reasonable assurance as to whether the underlying
records are reliable and adequate as a basls for
preparing the financlal statements and
performance Information.

If, In our opinion, the records are not reliable or
accurate enough to enable the preparation of the
financial statements and performance Information
and the necessary evidence cannot be obtalned by
other means, we wlll need to consider the effect on
the audit opinion.
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Responaibilities for accou intihg and internal control systems

Responsibilities of the Council!

Responsibliities of the Appointed Auditor

You are responsible for establishing and
maintaining accounting and internal control
systems (appropriate to the size of the public
entity}, supported by written policles and
procedures, designed to provide reasonable
assurance as to the Integrity and rellability of
financial and, where applicable, performance
information.

The annual audit Is net designed to Identify all
slgnificant weaknesses in your accounting and
Internal control systems. We will review the
accounting and Internal control systems only to the
extent reguired to express an oplnign on the
financial statements and performance information,

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

Responsibilities of the Councll

_Reaponsibilities for preventing and detecting fraud and error

Responsibliitles of the Appointed Auditor

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

We expect you to farmally address the matter of
fraud, and formulate an appropriate policy on how
to minimise It and (If It occurs) how It will be dealt
with. Fraud alse includes bribery and corruption.

We expect you to consider reporting all Instances
of actual, suspected or alleged fraud to the
appropriate law enforcement agency, which will
decide whether proceedings for a criminal offence
should be jnstituted. We expect you to
Immediately Inform us of any suspected fraud
where you, and/or any Individuals within the
Kalpara District Councll with delegated authority
have a reasonable basls that suspected fraud has
occurred, regardless of the amount Involved.

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

- assess the effectiveness of Internal control
systems and procedures for preventing
and detecting fraud and error; and

- report to you the significant weaknesses in
internal control systems and procedures
for monltoring the prevention and
detectton of fraud and error that corne to
our notice and that we consider could be
relevant to you.

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

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

If we become aware of the pessible existence of
fraud, whether through applying audit procedures,
advice from you, or management, or by any other
means, we wlll communicate this to you with the
expectation that you will consider whether It Is
appropriate to report the fraud to the appropriate
law enforcement agency. En the event that you do
not report the fraud to the appropriate law
enforcement agency, the Auditor-General will
consider dolng so, If it Is appropriate for the
urposes of protecting the Interests of the publlc, |
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Responsibilities of the Cnuncll

Resgn_s_fbmtles of the QMnted Auditor

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

We willl assess whether you have systems,

policles, and pracedures to ensure compliance with
those legislative, regulatory, and contractuai
requirements that are relevant to the audit. We
will either perform specific audlt tests to assess
whether you have complled with statutory
requirements that are relevant to the audit or will
maintain an awareness for possible non-
compliance that may be relevant to the audit.

The way in which we will report Instances of non-
compliance that come to our attention will depend
on conslderations of materiallty or significance. We
will report to you and to the Auditor-General all
materlal and significant Instances of nomn-
compliance.

We will also report to you any significant
weaknesses that we observe In Internat control
systems, policles, and procedures for monitoring
compliance with laws, reguiations, and contractual
requirements that we consider may be relevant.

Responsibilities of the Council
Yau should at all times take all practicable steps
to ensure that your members and employees
maintaln high standards of conduct and parsonal
integrity. You should document your expected
standards of conduct and personal Integrity in a
iCode of Conduct" and, where applicable, support
the “Code of Conduct™ with policles and
procedures.

The expected standards of conduct and personal
integrity should be determined by reference to
accepted "Codes of Conduct® that apply to the
public sector,

Responsibiilties to establish and maintaln approprlm mndardl of conducl; lnd pemnal
integrl I_.1 :

wslbmt:es of the gggo_inted Aud:tor

we will have regard to whether you maintain high
standards of conduct and personal integrity.
Specifically, we will be alert for significant
instances where members and employees of the
public entity may not have acted In accordance
with the standards of conduct and personal
Integrity expected of them.

The way in which we will report Instances that
come to our attention wlil depend on significance.
We wiil report to you and to the Auditor-General ail
significant departures from expected standards of
conduct and personal integrity.

The Auditor-General, on recelving a report from us,
may, at thelr discretlon and with conslderation of
its significance, decide to conduct a performance
audlt of, or an Inquiry Into, the matters ralsed. The
performance audit or Inquiry will be subject to
specific terms of reference, in consultation with
you. Alternatively, the Auditor-General may decide
to publicly report the matter without carrylng out a

performance audit or inquiry.
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‘Responsibilities.for conflicts of interest and related parties
Responsibliities of the Counci| Responsibilities of the Appointed Auditor

You should have polictes and procedures to ensure | To help determine whether your members and
that your members and employees carry out thelr | employees have carrled out their duties free from
dutles free from blas. blas, we will review informatlon provided by you
that Identifles related parties, and wlil be alert for
You should maintain a full and complete record of | other material related-party transactions. We will

related partles and thelr Interests. It Is your check that you have complied with any statutory
responsibllity to record and disclose related-party | requirements for confiicts of Interest and whether
transactions in the financlal statements and these transactions have been properly recorded
performance Information in accordance with and disclosed in the financlal statements and
generally accepted accounting practice. performance Information.

_ Responasibliities for publishing the audited financial statements on a website

Responsibilities of the Council Responsibiiities of the Appointed Auditor
You are responsible for the electronic presentation | We will perform procedures to satisfy ourselves
of the financial statements and performance that the Information you intend Including on your

Information on the public entity's webslite. This website Is consistent with the audited financial
includes ensuring that there are enough security statements and performance Information, and that
and controls over Infarmatfon on the website to the audit report will not be inappropriately
maintaln the Integrity of the data presented. assoclated with any Informatlon that has not been
audited.

If you Iintend to publish or reproduce the financial
statements and performance Information, Examining the controls over the electronic
together with the audit report, on a website, you | presentation of audited financial statements and
must, before publication, provide us with a draft performance information, and the assoclated audit
version of the documents to read and must obtaln | report, on your website Is beyond the scope of the
our approval to Include the audit report with the annual audit.

Information you Intend publishing on the webslite.
We will review the material on Initial posting, and

If the audit report Is reproduced in any medium, on notification from you that new material has

you should present the complete financial been posted on the website. We do not carry out
statements, induding notes and accounting ongoing monltering of the material on your
policles as well as any other accountability webslte,

statements.

If you intend to post any new material not
previously read by us, you must advise us hefore

[_posting the new materlal,
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Annex 2 - Other responsibilities

To meet the reporting deadlines, we are dependent on recelving the public entity's finandial statements
and performance information ready for audit and in enough time to enable the audit to be completed.
*Ready for audit™ means that the financial statements and performance Information have been prepared In
accordance with legal requirements, comply with generaily accepted accounting practice and present fairly,
in all material respects the activities and pasition of the public entity, and are supported by proper
accounting records and complete evidential documentation.

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

The work papers that we produce In carrying out the audit are the property of the AudltorGeneral.
Warkpapers are confidential to the Auditor-General and subject to the disclosure provisions in section 30

of the Public Audlt Act 2001.

The Auditor-General and Audit Service Providers take serlously their responsibility to provide a safe
working environment for audit staff. Under the Health and Safety at Work Act 2015 we need to make
arrangements with you to keep our audit staff safe while they are working at your premises. We expect
you to provide a work environment for our audit staff that is without risks to thelr heaith and safety. This
includes providing adequate lighting and ventilation, suitable desks and chairs, and safety equipment,
where required. We also expect you to provide them with all information or training necessary to protect
them from any risks they may be exposed te at your premises. This includes advising them of emergency
evacuation procedures and how to report any health and safety Issues.
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9 May 2017

The Council

Kaipara District Council
Private Bag 1001
Dargaville

The Board of Directors

C/o John Quarterman

Covenant Trustee Services Limited
PO Box 4243

Auckland 1140

Dear Coundlllors and Board Members

Confirmation of Engagement - Limited Independent Assurance Report in respact of
Kalpara District Council’s Debenture Trust Deed

The purpose of this letter Is to confirm our understanding of our mutual responsibilities arising
from your request to provide a report (the ‘Report’) under clause 10.2.6 {a) of the Debenture Trust
Deed between Covenant Trustee Services Limited, (the ‘Trustee”) and Kaipara District Councll
dated 13 September 2013 (the ‘Trust Deed”).

The purpose of this letter is to confirm the terms of our Limited Independent Assurance
Engagement and the nature of, and limitations to the services that we will provide. All services are
provided subject to the terms and limitations set out in this letter (including any appendices).

Scopae of the Engagement

The Auditor-General |s the auditor of Kalpara District Council pursuant to the Public Audit Act
2001. The Auditor-General has appointed me Peter Guiliver of Deloitte Limited to carry out the
audit of the annual financial statements (‘Statutory Audit Engagement’) of Kalpara District Council.

The objective of the Statutory Audit Engagement, which s the subject of a separate letter of
engagement with Kaipara District Councll dated 9 May 2017 (enclosed), Is to report our opinion on
those annual financlal statements on behalf of the Auditor-General.

As auditors appointed for the Statutory Audit Engagement, we are not responsible for:

e The preparation of the financial statements of Kalpara District Council;

. Any Reporting Certlficate(s) issued to the Trustee by Kalpara District Coundil;

. Kalpara District Council’s compliance with the Trust Deed; or

. The obligations of the Trustee, as defined In the Trust Deed, or the Trustee’s execution of
those responsibffites in accordance with the Trust Deed.

The procedures performed when carrying out the Statutory Audit Engagement of the Kaipara
District Council (the *Councll’) are not designed to assess whether the Councll has complied with
the Trust Deed or to make an evaluation of the Reporting Certificate(s) the Coundil issued to the

Trustee.

The scope of this Limited Independent Assurance Engagement Is to report on certaln matters stated
In clause 10.2.6(a) of the Trust Deed based on Information obtained as a by-product of the Statutory
Audit Engagement of Kalpara Distrlct Councl for the year ending 30 June 2017.

Deloitte refars to one or more of Deloitte Touche Tohmatsu Limited, a UK pHvate company imited by guarantee ("DTTL™), Its retwork of membar
firms, and thalr related entities. DTTL and each of its member firms are lagally separate and independent entiies. DTTL {also refeired to as
"Deloitte Giobal") does not provide services o dients, Please see www.deloltte.com/about for 8 more detalled duscription of DTTL and ks member
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For the purpose of providing our Report, (other than as expressly stated In the section below titled
“Scope of the Auditor's Responsibllities under the Trust Deed”), we will not perform any further
procedures beyond those required to complete the Statutory Audit Engagement of Kalpara District

Council.

In the performance of our dutles as auditors, unless expressly stated, we do not perform any work at
the time Councli’s Reporting Certlificate for the year ended 30 June 2017 is prepared. Accordingly, our
statements contained in the Report In relation to the matters addressed in clause 10.2.6(a) of the

Trust Deed must be viewed in that context.

Scope of the Council’s Responsibilities

Kalpara District Council is required to provide a copy of the annual report, which includes the audited
financial statements of the Council and our audit opinion, to the Trustee under clause 10.2.1 of the

Trust Deed.

The Council Is responsible for preparing Reporting Certificates to the Trustee in accordance with clause
10.2.4 of the Trust Deed. The Coundl is responsible for such Internal control as Is determined
necessary to ensure compliance with the requirements of the Trust Deed and also to enable the
preparation of Reporting Certificates that are free from material misstatement, whether due to fraud or

error.

The Council Is responsible for keeping the Register and ensuring that it is separately audited in
accordance with clause 4.2 of the Trust Deed.

The Council is required to comply with the full requirements of the Trust Deed, Including the continuing
covenants and reporting requlrements.

The Councli is responsible for interpreting the clauses and definitions In the Trust Deed. We make no
representations as to whether these Interpretations of the Trust Deed are apprapriate.

Scope of the Trustee’'s Responsibilities

The Trustee monitors the the Council’s compliance under the terms of the Trust Deed. The terms of the
Trust Deed were agreed by the Trustee and the Council. We are not a signatory to the Trust Deed and
we were not consulted about the terms of the Trust Deed. We therefore take no responsibllity for the
adequacy of the terms of the Trust Deed for monitoring the Council.

The recelpt of the Limited Independent Assurance Report and the audited financlal statements of the
Coundll, and any reliance on the audit opinion contalped in our auditor’s report attached to those
audited financlal statements, does not relieve the Trustee of its responslibllities under the Trust Deed

and relevant legislation.

The Flnanclal Markets Authority (FMA’) Issued a guidance note titled "Monitoring by Securities Trustees
and Statutory Supervisors®®. This guidance note sets out the FMA’s expectations about how Trustees
wlll carry out their monitoring functions effectively. Where applicable, it is the Trustee’s responsibllity
to meet the FMA’s expectations as set out in the guidance note.

Scope of tha Auditor's Responslibllities under the Trust Deed

We will conduct our Umited Independent Assurance Engagement in accordance with the Intematignal
Standard on Assurance Engagements {New Zealand) 3000 (Revised): Assurance Engagements Other
Than Audits or Reviews of Historical Financlal Information Issued by the External Reporting Board. A
copy of this standard is 2valiable on the External Reporting Board’s website. A Limited Independent

Assurance Engagement is not an audit.

1 Plgase refar to the FMA website for a copy of the guidance note titled “Monitoring by Securitles Trusteea and
Statutory Supervisors® (2013).
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This standard requires that we comply with ethical requirements and plan and perform our Limited
Independent Assurance Engagement; to obtain imited assurance about whether anything has come to
our attentlon to indicate that the Reporting Certificate for the year ended 30 June 2017 has not been
prepared In accordance with the requirements of clause 10,2.4 of the Trust Deed.

We will report to you on the followling speclfic matters under clause 10.2.6{a) of the Trust Deed:

. From our perusal of the Reporting Certificate dated 30 June 2017 given on behaif of the Councl|
pursuant to clause 10.2.4 and, as far as matters that we will observe in the performance of our
duties as auditors are concerned, whether anything is brought to our attention to indicate that
the statements made in such Reporting Certificate are not materlally correct.

In meeting this responsibllity we wlill agree the total amount of all categories of stock in the
Reporting Certificate dated 30 June 2017 with Computershare Investor Services, and
counterparties Including the Local Government Funding Agency.

We will recalculate the Councll’s reported statutory financial ratios as at 30 June 2017 in the
Reporting Certificate. Cur procedures will be limited to recalculating the ratios.

With reference to the other assertions the Chlef Executive will make in the Reporting Certificate
our procedures will be limijted to talking to management and considering any issues which might
have come to our attentlon as a by-product of the Statutory Audit Engagement.

] Whether In performing our duties as auditors, we have:

0 become aware of any matters which, in our opinlon, are relevant to the exercise or
performance of the powers or duties conferred or imposed on the Trustee; and

o disclosed any matter that, in our opinlon, calls for further investigation by the Trustee in
the interests of the stockhelders.

In meeting this responsibility, our procedures will be limited to talking to management and
consldering any issues which might come to our attentlon as a by-product of the Statutory Audit

Engagement.

. As at the end of the financial year, from the audit procedures performed as part of our Statutory
Audit Engagement, whether anything came to our attention to indicate that, in all material
respects, principal meney due and payable on the Stock and interest due and payable on the
Stock, had not been paid.

We will not test that each individual Stockholder has received all monies due and payable to
them.

We will report to you on the following matters under clause 10.2.6(a) of the Trust Deed:

. Whether the Council has malntalned the Register in accordance with the requirements of the
Trust Deed.

The Council Is responsible for maintaining the Register and ensuring it Is separately audited in
accordance with clause 4.2 of the Trust Deed.

Qur procedures will be fimited to auditing the Register for the year ended 30 June 2017. The
audit of the Register Is a separate engagement.

. As at 30 June 2017:

o the amount of Stock and how much is Security Stock and Bearer Stock; and

o the Principal Money owing or secured under the Stock distinguishing between Security
Stock and other categories of Stock.
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In meeting this responsibility, we will agree the total of all categories of Stock with
Computershare Investor Services and the Local Govemment Funding Agency. We will not test
that each Indlvidual Stockholder has recelved ail monies due and payable to them.

Our Limited Independent Assurance Engagement to provide the Report will be completed In accordance
with the scope defined in thig letter and any reliance on the Report can only be in the context of the
scope as defined. The Report will therefore not be suitable for any other purpose.

Timetable

Our work will be completed concurrently with the Statutory Audit Engagement. We will complete cur
Repart as soon as possible once the Council has signed the annual financial statements and provided
us with the Reporting Certificate given on behalif of the Council pursuant to clause 10.2.4 of the Trust

Deed.
Restriction an Use and Distribution of our Report

Our Report will be addressed to The Councll and the Trustee for the sole purpose of meeting the
requirements of clause 10.2.6(a) of the Trust Deed.

Our Report is not to be used for any other purpose, copied or made avallable (In whole or In part), ar
recited or referred to in any document, made available to any other person, without our prior written
consent except as may be required by law. In addition, we will take no responsibllity for, nor do we
report on, any part of the Trust Deed not specifically mentioned in the report.

Fees

The fee will be payable by the Councll for this Limited Independent Assurance Engagement. The total
fee Is estimated to be $3,750 (PY: $3,200).

Agreement

If you have any questions about this letter, please contact me. Please conflrm your agreement to the
terms and iimltations of this engagement |etter by signing below and returning a copy to us.

Yours faithfully

M —

Peter Gulliver

for Deloitte Limited

On behalf of the Auditor-General
Auckland, New Zgaland

Enclosures Engagement Letter - Statutory Audit
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Council Acceptance

Kalpara District Councll confirms and accepts the engagement of Deloitte Limited to provide the
services ondhe terms gnd conditions set out in this engagement letter.

(Signatup) U
Cverkcian Sibery
(Name) -

Chiel Execuhive .

(Position)

Trustee Acceptance

Covenant Trustee Services Limited as Trustee for Kaipara District Councll confirms and accepts the
engagement of Deloitte Limited to provide the services on the terms and conditions set out In this

engagement letter.

Covenant Trustee Services Limited has entered into this letter of engagement in its capacity as Trustee
of Kalpara District Councll and accordingly Its liabllity shall nat be personai and unfimited but shall be
limited to the assets of the Council avallable to It from time to time in that capacity.

(Signature)

{Name)

(Peositlon)
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Limited Independent Assurance Report

To the Kaipara District Councll and to Corporate Trustee Services Limited In respect of the
Kaipara District Council’s Debenture Trust Deed for the year ended 30 June 2017

The Auditor-General is the audltor of Kaipara District Council {the ‘Council”) pursuant to the Public
Audit Act 2001. The Auditor-General has appointed me, Peter Gulliver, using the staff and resources of
Deloltte Limitad, to carry out the audit of the annual financlal statements of the Council, On behalf of
the Auditor-General, I have also carried out this Limited Independent Assurance Engagement, using
the staff and resources of Deloitte Limited, as referred to in the Debenture Trust Deed dated 13

September 2013 (the ‘Trust Deed’}.

Counclil’s Responsibilities

The Coundll is required to provide a copy of the annual report, which Includes the audited financial
statements of the Council and our audit opinion, to Corporate Trust Limited {trading as Foundation
Corporate Trust) (‘Trustee’) under clause 10.2.1 of the Trust Deed.

The Councll is responsible for preparing Reporting Certificates to the Trustee in accordance with dlause
10.2.4 of the Trust Deed. The Councll is responsible for such Internal control as is determined
necessary to ensure compllance with the requirements of the Trust Deed and alsa to enable the
preparation of Reporting Certificates that are free from material misstatement, whether due to fraud or

error.

The Councll Is responsible for keeping the Register and ensuring that it is separately audited in
accordance with clause 4.2 of the Trust Deed,

The Councll Is required to comply with the full requirements of the Trust Deed, Including the continuing
covenants and reporting reguirements,

The Councll Is responsible for Interpreting the clauses and definitions in the Trust Deed. We make ng
representations as to whether these Interpretations ef the Trust Deed are appropriate.

Trustee's Responsibilitias

The Trustee monitors the Council’s compliance under the terms of the Trust Deed. The terms of the
Trust Deed were agreed by the Trustee and the Coundl. We are not a signatory to the Trust Deed and
we were not consulted about the terms of the Trust Deed. We therefore take no responsibility for the
adequacy of the terms of the Trust Deed for monitoring the Council.

The receipt of this Limited Independent Assurance Report {'Report’) and the audited financial
statements of the the Council, and any reliance on the audit oplnlon contained in our auditor’s report
attached to those audited financial statements, does not relieve the Trustee of its responsibilities under
the Trust Deed and relevant legislation.

The Financfal Markets Authority (FMA’) lssued a guidance note titled "Monltoring by Securities Trustees
and Statutory Supervisors” ', This guldance note sets out the FMA’s expectations about how Trustees
will carry out thelr monitoting functions effectively. Where applicable, it is the Trustee’s responsibiilty
to meet the FMA's expectations as set out in the guldance note.

Our Responsibilities

We conducted our Limited Independent Assurance Engagement in accordance with the International
Standard on Assurance Engagements (New Zealand) 3000 (Revised): Assurance Engagements Other
Than Audits or Reviews of Historical Financlal Information Issued by the External Reporting Board. A
copy of this standard Is avallable on the External Reporting Board‘s wehsite, A Limited Independent
Assurance Engagement Is not an audit.

! Plaase refer to the FMA website for a copy of the guldance note titled "Monitoring by Securities Trustees and
Statutory Supervisora” (2013).
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This standard requires that we comply with ethical requirements and plan and perform our Limited
Independent Assurance Engagement to obtain limited assurance about whether anything has come to
our attention to indicate the Reporting Certificate prepared for the year ended 30 June 2017 has not
been prepared in accordance with the requirements of clause 10.2.4 of the Trust Deed.

The procedures performed when carrying out the audit of the annual financial statements of the
Councll are not designed to assess whether The Council has complied with the Trust Deed or to make
an evaluation of the Reporting Certificate the Councll ssued to the Trustee.

The scope of this Limited Independent Assurance Engagement is to report on certain matters stated in
clause 10.2.6{a) of the Trust Deed based on information obtained as a by-product of our engagement
to perform the audit of the annual financial statements of the Councll for the year ended 30 June 2017

(‘Statutory Audit Engagement”).

For the purpose of providing our Report, unless expressly stated, we have not performed any further
procedures beyond those required to complete the Statutery Audit Engagement of the Coundl.

In the performance of cur duties as audItors, unless expressly stated, we do not perform any work at
the time the Reporting Certificate for the year ended 30 June 2017 is prepared by the Council.
Accordingly, our statements contained in the Report In relatlon to the matters addressed In clause

10.2.6(a) of the Trust Deed must be viewed In that context.
Our responsibility under clause 10.2.6(a) of the Trust Deed is to:

. From our perusal of the Reporting Certificate dated [insert date] glven on behalf of the Cound|
pursuant te clause 10.2.4 and, as far as matters that we will observe in the performance of our
duties as auditors are concerned, report whether anything is brought to our attention to indicate
that the statements made in such Reporting Certificate are not materially correct.

In meeting this responsibllity we agreed the total amount of all categeries of stock in the
Reporting Certificate dated [insert date] with counterpartles.

The Council reported on statutory ratios at 30 June 2017 In the Reporting Certificate. Qur
procedures were limited to recalculating the ratlos.

With reference to the other assertions made by the Chief Executive in the Reporting Certificate
our procedures have heen limited to talking to management and considering any issues which
might have come to our attention as a by-product of the Statutory Audit Engagement.

. Report whether, in performing our duties as auditors, we have:

o become aware of any matters which, in our gpinion, are relevant toe the exercise or
performance of the powers or duties conferred or imposed on the Trustee; and

o disclosed any matter that, In our opinion, calls for further investigation by the Trustee in
the interests of the stockholders.

In meeting this responsibllity, our procedures have been {imited to talking to management and
considering any Issues which might have come to our attentlon as a by-product of the Statutory

Audit Engagement.

Report, as at the end of the financial year, from the audit procedures performed as part of our
Statutory Audit Engagement, whether anything came to our attention to indicate that, in all
materlal respects, principal money due and payable on the Stock and interest due and payable

on the Stock, had nhot been pald.

We have not tested that each Individual Stockholder has received all monles due and payable to
them.

. Report whether the Council’s agents have maintained the Register In accordance with the
requirements of the Trust Deed.
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The Councll Is responsible for maintalning the Register and ensuring it Is separately audited In
accordance with clause 4.2 of the Trust Deed.

Our procedures were limited to suditing the Register for the year ended 3@ June 2017. The audit
of the Register was a separate engagement.

& Report as at 30 June 2017:
o the amount of Stock and how much is Security Stock and Bearer Stock: and

o the Principal Money awing or secured under the Stock distingulishing between Security
Stock and other categoties of Stock.

In meeting this responsibliity, we have agreed the total of all categories of Stock with
counterpaties. We have not tested that each individual Stockholder has recelved all monles due

and payable to them,
Limitations and Use of this Report

This Limited Independent Assurance Report has been prepared solely for the Council and the Trustee In
accordance with the Trust Deed. We disclaim any assumption of responsibility for any reliance on this
report to any persons or users other than the Councl! and the Trustee or for any purpose other than

that for which It was prepared.

We report to you as accountants, not lawyers, Accordingly we are not aware of all the powers and
dutles of trustees which may exist in statute, regulation, case law, legal precedent or otherwise.

Other than as expressly stated, we have not undertaken any additional audit work after signing our
statutory audit report on the Council’s finandal statements. We explain the scope of our statutory audit
engagement in our audit report on the Councll’s financial statements and performance information for

the year ended 30 June 2017.

Because of the inrherent imitatlons in evidence gathering procedures, It Is possible that fraud, error or
nen-compliance may occur and not be detected. As the procedures performed for this ehgagement are
not performed continuously throughout the perlod and the procedures performed in respect of the
Council’s compliance with the Trust Deed are undertaken on a test basis {that Is, we do not check
every transaction), our Limited Independent Assurance Engagement cannot be relied on to detect all
Instances where the Council may not have complled with the requirements of the Trust Deed. Our
Conclusion has been formed on the above basis.

Unqualified Conclusion

Based on our work described in this report, nothing has come to our attention that causes us to belleve
that:

. The statements made by the Council in the Reporting Certificate dated [insert date] pursuant to
clause 10.2.4 are materially Incorrect (Reporting Certificate dated [insert date] attached).

e There are any matters which, in our opinion, are relevant to the exercise or performance of the
powers or dutles conferred or imposed on the Trustee;

. There are any matters that, In our opinion, calls for further investigation by the Trustee in the
interasts of the Stockholders;

. In all material respects, that the Council has not paid all principal money due and payable on the
Stock and all Interest due and payable on the Stock.

Our Limited Independent Assurance Engagement was completed on [date] and our conclusion Is
expressed as at that date,
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The Registar and Stock

We issued the Council with an audit report about the Register for the year ended 30 June 2017 on
[date]. (A copy of the audlt report about the Register Is attached).

Based on the work described in this Report, as at 30 June 2017 the followlng baiances are given:

o Total stock of $a0ex
This Is comprised of:

o Security stock of $3000¢
a Bearer stock of 30000
o Other stock of $x000¢
o Security stock (Local Government Funding Agency stock) of $3000x

Based on the work described in this Report, as at 3¢ June 2017 the following balances are given:

o Total Principal Maney owing and secured under the stock of $2000¢
This is comprised of:

o Security stock of FAXRK
o Bearer Stock of 00X
Q Other stock of 300X
a Security stock {Local Government Funding Agency stock) of $xxXxAX

The Council is a one of a group of guarantors of the Local Government Funding Agency, As at 30 June
2017 the Local Government Funding Agency has reported that it has Issuad bonds In the amount of

$)00XX.
Independence and quality control
When carrying out the engagement, we complled with the Auditor-General’s:

. Independence and other ethical requirements, which incorporate the independence and ethical
requirements of Professional and Ethical Standard 1 (Revised) Issued by the New Zealand
Auditing and Assurance Standards Board; and

. Quallty control requirements, which incorporate the quality control requirements of Professlanal
and Ethical Standard 3 (Amended) Issued by the New Zealand Auditing and Assurance Standards

Board,

Other than thls engagement, our audlt of the Register, and our audit of the Council’s annual financial
statements, we have no relationshlp with or interests in the Councll or any of its subsidlaries ar the

Trustee.

Peter Gulliver

for Daeloltte Limited

On behalf of the Auditor-General
Auckland, New Zealand
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Deloltte

Deloltte Centre
80 Queen Street
Auckiand 0622

Private Bag 115033
Shortand Street
Auckiand 1140
New Zealand

Tel: +64 9 303 0700
Fax: +64 9 303 0701
www.dasloltte.co.nz

9 May 2017

The Council

Kalpara District Council
Private Bag 1001
Dargaville

Dear Councitlors
Confirmation of Engagement — Independent Auditor’'s Report Relating to Register of Stock

We are pleased to confirm our acceptance of the reasonable assurance engagement you wish us to
perform in connection with the audit of the compliance of Kaipara District Councll (the *Council’) with
clause 4.2 of the Debenture Trust Deed between Corporate Trust Limited {now known as Covenant
Trustee Services Limited), (the ‘Trustee’} and the Council dated 13 September 2013 (the ‘Trust Deed”)
for the year ending 30 June 2017 In refation to the register of stock {the 'Register”).

The purpose of this letter is to confirm the terms of our engagement and the nature of, and limitations
t0, the services that we will provide.

1. Engagement Team

Peter Gulliver will be the Partner and Richard Olney the Manager responsible for this
engagement. It will be the responsibility of Peter to ensure that the Council receives quallty
service. Peter will, as he considers necessary, call on other Individuals with spedalised
knowledge, elther In this office or elsewhere In aur firm, to assist in the performance of our

services.
2. General Scope of Our Responsibilities

The purpose of this engagement Is to provide reasonable assurance that the Councll has
complied, in all material respects, with the requirements of clause 4.2 of the Trust Deed In
relation to the maintenance of the register of stock (the *Register’) for the period 1 July 2016 to
30 June 2017. The scope of our engagement s limited to the matters set out In this letter. So
that we are able to assist you effectively, please ensure that you are satisfled that the scope of
our engagement and the Services we will provide are sufficient for your needs. If you wish to
discuss this with us further please let us know.

We will conduct our engagement in accordance with Standard on Assurance Engagements (SAE)
3100: Compliance Engagements (SAE 3100°) Issued by the External Reporting Board (‘the XRB")
that requires us to comply with ethical requirements and plan our engagement so as to provide
reasonable assurance that the Council has compiled, in all materlal respects, with the
requirements of clause 4.2 of the Trust Deed regarding the maintenance of the Reglster. The
procedures we will perform are described in more detall In section 4 below,

We will comply with the Independence and other ethical requirements of the Auditer-General,
which incorporate the Professional and Ethical Standard 1 (Revised): Code of Ethics for
Assurance Practitioners Issued by the New Zealand Auditing and Assurance Standards Board,
which Is founded on fundamental principles of integrity, objectivity, professional competence and
due care, confidentiality and professianal behaviour.,

Deloitte refars to one or more of Daloltte Touche Tohmatsy Limited, a UK priveta company limited by gusrantee ("DTTL®), Its natwork of member firms,
and thelr related antities. DTTL and each of ks member firms are legally separate and Independent entities. DTTL (also refermed to ax “Deloitte Globai")
doas not provide services to cllents, Flaase sea www.delaltts.com/about for a move detalled description of DTTL and s member firma,
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9 May 2017
Kalpara District Councll
Page 2

In addition, PES 1 requires that we inform the Councli whenever a breach of a provision in the
Code is identified. The communication to the Council will take place as soon as possible for
significant breaches. Insignificant breaches will be communicated annually, unless the Council
specify alternative timing for the reporting of less significant breaches. We are also required to
communicate to you matters relating to conflicts of interest.

Our firm also applies AG PES 3: Auditor General’s Statement on Quality Control, which
incorporates Professional and Ethlcal Standard 3 (Amended): Quaiity Control for Firms that
Perform Audits and Reviews of Flnancial Statements, and Other Assurance Engagements issued
by the New Zealand Auditing and Assurance Standards Board, and accerdingly maintained a
comprehensive system of quality control including documented policies and procedures regarding
compliance with ethical requirements, professional standards and applicable legal and regulatory

reguirements.

We expect that the form of our reasonable assurance report wlll be based on the requirements of
SAE 3100 and wilil be substantlally In the format outlined In Appendix A.

Scope of Work

Our engagement will include such procedures as we consider necessary In the circumstances,
including, but not limited to examining, on a test basis, evidence relevant to ascertaining
whether the Register is properly maintained in accordance with clause 4.2 of the Trust Deed.
Our procedures will include assessing compllance with:

clause 4.2.1 of the Trust Deed with respect to the details to be recorded in the Reglster;
clause 4.2.2 of the Trust Deed In relation to Security Stock;

clause 4.2.3 of the Trust Deed In refation to changes of detalls of the Stockholder; and
clause 4.2.4 of the Trust Deed in relation to replacement of stock certificates.

Our work will primarily involve inspection of the Register, confirming particulars with the
Registrar, who we understand to be Computershare, and confirming balances and details with

counterparties,

Our procedures will Include considering Internal controls relevant to malntaining the Register.
This assessment Is In order to design audit procedures that are appropriate In the circumstances,
but not for the purpose of expressing an opinlon on the effectiveness of the controls operated by

the Council.

Our Report

Our reasonable assurance report (*our report”) and any other reports or advice which we provide
to you as a result of our engagement may be used only by you for the purpose outlined above
and otherwise, in the manner described in the Terms.

Our report will be prepared solely for your excluslve use and solely for the purpose of meeting
the requirements of cause 4.2 of the Trust Deed. We agree that a copy of our report may be
provided to the Trustee for thelr information in connection with this purpose but, we do not
accept any duty, liability or respenslbliity te the Trustee in relation to our report. Our report is
not to be used for any other purpose, recited or referred to In any document, copled or made
avallable (in whele or in part) to any other person without our prior written consent, We accept
or assume no duty, respeonsibility or liability to any party, other than you, In connection with our
report or engagement Including without limitation, liability for negligence in relation to the
opinion expressed in our report,

General Scope of Your Responsibliities
The Councll is responsible for ensuring cempliance with clause 4.2 of the Trust Deed. This

responsibility includes the design, implementation and maintenance of internal control relevant
to maintaining the Register In compliance with clause 4.2 of the Trust Deed.
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The Coundl’s responsibilities also Include:

. providing us with all of the financial records/refated informatlon required for us to
complete this engagement even If such Infermation has been given to us previously In the
course of a different engagement;

. providing us with unrestricted access to persons within the Council from whom we
determine It necessary to obtain information and procuring the necessary access to
persens from the Registrar to complete our procedures;

. remaining solely responsible for all aspects of your business and taking all decisions
relating to the compllance with the Act and the Regulations;

. establishing and maintaining an effective system of Internal control over its operations and
financial reporting, including, without limitation, systems designed to ensure achlevement
of its control objectives and Its complfance with applicable laws and regulations;
ensuring the accuracy and completeness of the Register;

Identifylng and complying with, and assisting Deloitte Limited to malntain its independence
and comply with, all applicable laws and regulations and all professional standards that

relate to the services.

As part of cur engagement we will request from the Council written confirmation concerning
representations rnade to us In connection with the engagement.

We look forward to the full co-operation of your staff and we trust that they will make avallable
to us whatever records, documentation and other information requested in connection with our

assurance engagement,

Inherent Limitations

Because of the inherent limitations of Internal control and the use of selective testing, the fact
that much of the evidence avalfable to us Is persuasive rather than condusive and the use of
judgement fn gathering and evaluating evidence and forming conclusions based on that
evidence, it is possible that fraud, error or non-compliance may occur and not be detected. As
the procedures performed for this engagement are not performed continuously thraughout the
period from 1 July 2016 ta 30 June 2017 and the procedures performed In respect of the
Council’s compllance with clause 4.2 of the Trust Deed are undertaken on a test basis, our
assurance engagement cannot be relied on to detect all instances where the Councll may nat
have complied with clause 4.2 of the Trust Deed.

Confldentlality

Where Deloltte Limited or 3 Member Firm (as defined In the Terms) Is also your auditor, nathing
In this Contract will prevent Deloltte Limited or the Member Firm from using jnformation
provided by you to Deloftte Limited or a Member Firm to enable Deloitte Limited or the Member
Firm to comply with Its professional obligations as auditors.

Distribution of our Report

It Is agreed that the Councll will not publish or reproeduce our report in any form (i.e. printed) or
electronically (for example on an Internet website) except as permitted In Section 5.

Feas
We estimate our fee for this engagement to be $1,750 (PY: $1,500).

This estimate Is exclusive of GST and out-of-pocket disbursements and relates to the issuance of
our reasonable assurance opinion. It has been prepared on the assumptions that there will be no
significant problems encountered which require additional time or procedures. Any additlenal
time Incurred, if these assumptions are not met, or alternatively, any reduction In costs from
efficiencles made, will be passed on [n our final fee.
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Page 4

All services are provided subject to the terms and limitations set out in this letter {Inciuding any
appendices) and the attached Master Terms of Buslness. In case of any conflict between this
letter and the Terms, this engagement letter shall prevail. Please read the Master Terms of
Business carefully, as they form an important part of our contract with you.

Deloitte Limited is the Deloltte entity entering Into this engagement with you and is the "Deloitte
Service Provider” for the purposes of the Master Terms of Business.

11. Agreement

If you have any questions about this letter or the attached Terms, please contact me. Please
confirm your agreament to the terms and limitatlons of this engagement letter and the
accompanying Terms by signing below and retuming a copy to us.

Yours falthfully

)?eh#z Aomitedt

Peter Gulllver
Partner
for Deloitte Limited

Enclosure: Master Terms of Business
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Cllent Acceptance

9 May 2017
Kalpara District Councll
Page 5

The Councll confirms and accepts the engagement of Deloitte Limited to provide the Services on the

terms and ¢pnditions set out in this engagement letter dated 9 May 2017 and the Master Terms of
Business. L ?

(Slgnatuﬂ J
Grohon  Sherny
-/

(Name)

(’Iﬁle‘F tye ou’ﬁ vi€.

{Poslition)
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Appendix A: Example Reasonable Assurance Engagement Report

9 May 2017
Kalpara District Councll
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Independent Auditor's Report
To the Counciliors of Kaipara District Councll

Report Pursuant to Clause 4.2 of The Trust Dead

We have audited the compllance of the Council with clause 4.2 of the Debenture Trust Deed between
Corporate Trust Limited (now known as Covenant Trustee Services Limited), (the ‘Trustee”) and the
Councll dated 13 September 2013 (the “Trust Deed') for the period from 1 July 2016 to 30 June 2017
in relaticn to the Council’s maintenance of the reglster of stock (the ‘Register’).

Counclil’s Responsibility

The Councll Is responsible for malataining the Register In accordance with clause 4.2 of the Trust Deed.
This responsibility includes the design, mplementation and maintenance of internal control relevant to
the compliance with section 4.2 of the Trust Deed.

Auditor's Responsibliity

Our responsibllity Is to express an opinlon on the Council’s maintenance of the Register in accordance
with clause 4.2 of the Trust Deed, In all material respects. Our engagement has been conducted in
accordance with Standard on Assurance Engagements 3100: Compliance Engagements ("SAE 31007
issued by the External Reporting Board, to provide reasonable assurance that the Council has
maintalned the Register In compllance with clause 4.2 of the Trust Deed.

Our procedures include examining, on a test basis, evidence relevant to ascertaining whether the
Register has been properly maintained in accordance with ciause 4.2 of the Trust Deed. They included
consldering intemal controls refevant to maintalning the Register. This assessment Is In order to design
audit procedures that are appropriate in the dreumstances, but net for the purpose of expressing an
opinion on the effectiveness of the controls operated by the Councll. These procedures have been
undertaken to form an apinlon as ta whether the Council has complied with clause 4.2 of the Trust
Deed for the period 1 July 2016 to 30 June 2017 pertaining to the malntenance of the Register.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basls for our
apinion,

Inherent Limitations

Because of the inherent limitations of internal control and the use of selective testing, the fact that
much of the evidence available to us is persuasive rather than conclusive and the use of judgement in
gathering and evaluating evidence and forming condusions based on that evidence, it is possible that
fraud, error or non-compliance may occur and not be detected, As the procedures performed for this
engagement are not performed continuously throughout the period from 1 July 2016 to 30 June 2017
and the procedures performed in respect of the Councll's compliance with clause 4.2 of the Trust Deed
are undertaken on a test basls, our assurance engagement cannot be relied on to detect all instances
where the Council may not have complled with dause 4.2 of the Trust Deed. The opinion expressed in

this report has been formed on the above basis.

Independence and quallty control

When carrying out the engagement we followed the Independence and other ethical requirements of
the Audftor-General, which incorporate the Professional and Ethical Standard 1 (Revised): Code of
Ethics for Assurance Practitioners Issued by the New Zealand Auditing and Assurance Standards Board,
which Is founded on fundamental principles of Integrity, objectivity, professional competence and due
care, confldentiality and professional behaviour.

Other than this engagement, the audit of the financial statements of the Councll, and providing a
limited assurance report in our capacity as auditor pursuant to clause 10.2.6(a) of the Trust Deed we

have no relationship with or Interests In the Councll.

When carrying out the engagement we followed AG PES 3: Auditor General’s Statement on Quality
Controf, which incorpeorates Professlonal and Ethical Standard 3 (Amended): Quality Control for Firms
that Perform Audits and Reviews of Financlal Statements, and Other Assurance Engagemaents issued by
the New Zealand Auditing and Assurance Standards Board, and accordingly maintained a
comprehenslve system of quality control Including documented policies and procedures regarding
compliance with ethical requirements, professional standards and applicable legal and regulatory

requirements.
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Use of Report

This report is provided solely for your exclusive use and solely for the purpose of meeting the
requirements of clause 4.2 of the Trust Deed. We understand that a copy of this report has been
requested by the Trustee pursuant to clause 4.2.8 of the Trust Deed. We agree that a copy of our
report may be provided to the Trustee for thelr informatlon in connection with this purpose but, we do
not accept any duty, liability or responsibllity to the Trustee in relation to our report. Our report is not
to be used for any other purpose, redted or referred to in any document, copled or made avallable (in
whole or in part) to any other person without our prior written consent. We accept or assume no duty,
responsibility or liability to any party, other than you, in connection with our report or engagement
including without lImitation, liability for negligence in relation to the opinion expressed In our report.

Opinion
This opinion has been formed on the basis of, and Is subject to, the inherent limitations outlined
elsewhere in this Independent assurance report.

In our opinien, the Council has complied, in all material respects, with the requirements of dause 4.2
of the Trust Deed for the period 1 July 2016 to 30 June 2017 pertaining to the maintenance of the

Register.

Peter Gulliver

for Deloitte Limlted
Date

Auckland, New Zealand
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Master Terms of Buginess

1. This Agreement

1.1  This Agreement sets aut the terms an which we
wil provide Services to you. We will treat you as
having accepted this Agreement If you continue
to Instruct us after you recelve it

2. Our Services

2.1 We will provide tha Services described In the
Letter. We will use all reasonable efforts to
complete the Services within any agreed tima
frame but Ume frames are not (egally binding.

22 Except as expressly agreed in writing before
providing a particular Service, the Services do
not Include:
(a) financlal reporting;
{b) advice regarding the financial accounting

treatment of any transaction;

{c) any opinfon on the achievabillty of
prospective financlal information;

(d) legal advice or legal due diligence services; or

(e) detection of fraud or misrepresentation (and
accordingly we do not accept responsibllity
for detecting fraud or misrepresentation
whether by directers, management, staff or
external partles).

23 We will use reasonable efforts to ensure that our
Representatives named in the Letter provide the
Services. However, we may replace or reassign
any Representative at any time with a
Representative of similar skdll.

3. About Deloitta 44

3.1 We are a Member Firm of DTTL. You
acknowledge that:

(a) each Member Firm Is a separate and
Independent legal entity;

() the Services are provided to you by us and 45
not by any other Member Firm, (even If we :
use other Member Firms to help us to provide
the Services In accordance with clause 3.2
telow); and

(c) no Member Firm is liable for any other
Member Firm’s acts or omisslons, except as
expressly set out In clause 3.2 below.

32 Sometimes we may use other Member Firms to 44
help us to provide the Services and
Representatives from thosa Member Firms may
be In contact with you directly for that purpose.
If we use other Member Firms, we alone will be
responsible for any work undertaken by those
aother Member Firms. |

33 To the extent permitted by law, you agree that:

(2) no other Member Firm or any of our .
Representatives will have any llabfilty to you 51
(whether In contract, tort (including
negligence) or atherwise) under or In
connection with this Agreement and/or the
Services; and

(b) you will not bring any claim, demand or
proceedings under or In connection with this
Agreement and/or the Services agalnst any
other Member Firm or any of our
Representatives,

42

Deloitte Master Tenns af Business - Nem-Consultative Services
Deccmber 2016

Our Work

Our Work is for your exclusive use and must be
used by you only for the Purpose. Unless we
give our consent:

{a) our Work must not be used for any other
Purpose or made avallable 1o anyone else,
except your Professlonal Advisers;

(b} our Work may nat be relled on by anyone
other than you; and

(¢) you must not name us or refer to us, our
Work or Services In any written materfals,
other than te your Professional Advisers, In
any publicly filed documents or as required
by law.

If you provide a copy of any Work o any of your

Professional Advisers, or any other person with

our consent, you must ensure that they are

aware of and comply with the limits placed on
the use and disdosure of our Work (including

that they may not refy on the Work) and treat
our Work as confidential.

You acknowledge that use of or reliance on our
Work by a persan other than you may expose us,
our Representatives and Member Firms to a
clalm from a person with whom we have no
relationshlp or whose Interests we have not
considered In providing the Sarvices. You will
indemnify us, our Representatives and/or
Member Firms against any Loss we, our
Representatives and/or Member Firms suffer or
Incur as a result of any distribution to, use of
and/or rellance on, any Work by a third party.

The signed copy of our Report is the definitive
version of our advice, subject to any
qualifications In that version. You miay not rely
oh any other Work or oral comments or advice.
We do nat undertake to update any Report after
we have issued the final Report to you,

To comply with our professional standards we
must retain as our own property our Work,
together with copies of all Information provided
{0 us In the course of us performing the Services.
In the absence of other statutory or regulatory
requirements or Instructions from you, It Is our
normal practice to destroy correspondence and
other papers that are more than seven years old.

We take our ethical obligations serously. We
have internal anti-bribery and corruption policies
that outline the requirements applicable to our
operatfons under anti-bribery and corruption
laws, Including but not limited to applicable New
Zesland laws, the United States Foreign Corrupt
Practices Act of 1977 and the United Kingdom
Bribery Act 2010.

Our Fees

The Fees and the basis on which they are
calculatad are set out In the Letter. Any estimate
of the Fees for the Services will be based upon
our assessment of the work invelved, taking
account of any assumptions set out In the Letter,
Unless we have agreed otherwise In the Letter,
our Fees may be adjusted If the Services prove
mere complex or Hme consuming than expected.
We may also change the Fees where:

(@) an Unexpected Event ocecurs; or
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b,
6.1

6.2

(b) there is a change in the scope of the Services
we provide to you (Including as a result of an
Unexpected Event); or

{c} you do not accept this Agreament within three
months of the date of the Letter.

You agree to pay us:

(a) the Fees for the Services plus GST (if
applicable);

{t) any expenses we incur In providing the
Services to you, such as travel costs. We will
charge these expenses to you at cost and tell
you about thern beforehand if they are
anything cther than incidental; and

(¢) all costs and expenses ({including internal
time costs} we suffer or incur if we are
required to provide Information about you or
the Services to comply with (or challenge)
any statutory obligation, court order or
compulsory process.

Fee estimates are Indicative only and are not

legally binding.

We will generally Invoice you monthly in arrears.

You agree to pay any undisputed portions of our

invoice within 21 days of the date of the Invoice

even if there Is a dispute between us about that
invaice or another involce, Where amounts
remain due and unpaid we may charge you
related collection costs (including iegal fees) and
interest at an annual rate of 2% over the Cfficial

Cash Rate of the Reserve Bank of New Zealand

ruling on the date payment Is due,

We may suspend or terminate our Services or

withhold any Information or any Work If you do

not pay our Involces on time.

What You Agree To Do

You are responsible for:

(a) determining that the Services described in
the Letter are adequate for your particular
purposes and needs;

(b) providing us with ali reasonable and

necessary assistance so that we can provide

the Services to you, such as timely and
reasonable access to your premises, facllitles,
networks, [Information and Representatives;
designating one or more competent

Representatives who possess sultable sklll,

knowledge, andjor experience to oversee the

Services;

() making timely decisions in connection with
the Services;

{e) providing us with accurate and complete
Information;

(N providing us with all Information that Is

relevant to the Services, even If the same

Information has been given to us previously

during anether engagement;

updating any Information where there has

been a matarial change to that Information;

operating and managing all accounting,

Internal contrel or management informatlon

systems {unless you expressly engage us to

do so in wrlting}: and

(iy any other responsibliities you agree to,
including those set out In the Letter.

You acknowledge that:

{c
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{0) our abllity to provide the Services depends on
you meeting your responsiblliies under this
Agreement; and

(b) we will rely on your Informaticn, the
declsions you make and any approvals you
give,

Should you wish any of our Representatives to
attend your board meetings and contribute in an
advisory role, you agree that doing so does not
in any way entall our Representatives acting in
the capacity of a director, Your board and
management remain solely responsible for ail
aspects of governance, oversight and all
decisions In relatlon to your business.

Our Responsibility To You

To the extent permitted by law, aur total llability
to you under or in connection with this
Agreement {whether in contract, tort {Including
negligence) or otherwlise) is Imited to five times
the amount of the Fees paid In respect of the
Services. In the case of contlnuous Services
provided by us, “the Fees” means the fees
charged by us for the relevant Services in the
twelve months preceding the occurrence of the
event, act or omission giving rise to the claim.

The IImit of llabliity set out above applies to all
Addressees as a group. You agree not to dispute
the limit if you are unable to agree on how It will
be allocated between you.

we will only be llable to you for the proportion of
the legally payable amounts that we have
causad. We will not be lizble for any Loss to the
extent It is caused by an Unexpected Event.

We will not be liable for any Consequential Loss.

If you are not satisfied with our Services, you will
provide us with the opportunity to re-perform
them or resolve the issues that have arisen
before taking any further action.

Any claim against us must be brought within 12
months of the occurrence of the event, act or
omisslon glving rise to the daim.

Conflict Of Interest

We have relatlonships with many cllents. If, after
this Agreement starts, we identify circumstances
that could cause us to have a conflict of Interest,
we will evaluate the potentlal conflict and,
depending on the circumstances, apply
appropriate safeguards to manage Iit. However,
you acknowledge that we may need to terminate
this Agreement If we are unable to resolve or
manage a confiict of Interest satisfactorily.

Termination
Either of us may terminate this Agreement:

(a) at any time by glving the other written
notice; or

(b) Immediately if the ather bacomes insolvent or
otherwise ceases to carry on business or
commits any material breach of this
Agreement that is either incapable of being
remadied or Is not remedied within 14 days
of recelpt of a notice requiring the breach to
be remedied.

If this Agreement is terminated, you agree to
pay us the Fees for any work we have done, and
any other agreed amounts or expenses we have
Incurred, up to the date of termination. You also
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agree to pay us any costs or expenses payable
pursuant to clause 5.2(c), whether befare or
after the date of termination,

Any provislon of this Agreement that Is exprassly
or by impiication Intended to survive termination
will survive, including clause 3, About Defolite;
clause 4, Our Work; clause 5, Our Fees; dause
9.2, Termination, clause 11, Confidentiaiity;
clause 13, Inteffectual Property; clause 15,
Dispute Resolution and clause 17, General.

Tax Services

Where we provide Tax Advice to you in written
form on a confidential basis that written Tax
Advice may quallfy as a ‘tax advice document’
that is not required to be disclosed to the Inland
Revenue In terrns of the Tax Administration Act
1994. We do not place any limitations on your
disclosure of such Tax Advice. However If you
choose to disclose such Tax Advice your rights to
c/aim non-disclosure may be forfelted.

Under the applicable tax legislation, it is the
taxpayer who has the ultimate responsibllity for
the correctness of the tax returns. For this
reason you agree that:

(a) tha responsibility for the accuracy and
completeness of the retumn{s) remalns with
you. An authorised representative will be
required to review and sign the returmn(s)
prior to filing with Inland Revenue;

the preparation by us of the retumn(s) does
not result in the expression of an audit or
review opinien or provide any other form of
assurance an the respective return(s); and

no reference will be made by us to further
source documentation or involces to
substantiate the Information supplied by you.

The Services are not binding on any gevernmeant,
tax or other regulatery authority or the courts of
any jurisdiction. We do not guarantee that any
government, tax or other regulatory authority or
court will agree with the Tax Advice provided to
you in cannection with the Services. The Services
wlll be performed taking Inte account relevant
tax legislation In force at the ime the Services
ate provided to you. Any changes In the
applicable tax legislation after the Services have
been provided to you may affect the valldity or
correctness of the Tax Advice provided. We are
under no responsibllity to inferm you of any such
changes.

Confidentiality

Each of us agrees to protect and keep

confldential any Confidential Information that is

given to us by the other.

We will only use or disclese your Confldential

Information to provide the Services to you and

we may also disclose your Confidential

Information:

(n) to other Member Firms and our
Representatives who will only use and
disclose It to provide the Services to you;

{b) as required by law, DTTL's quality review
processes or our professional obligations;

(c) to our own professional advisers, service
providers and insurers on a confidential
basis; or

(b

©
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{d) to anyone else, on a confidential basls, where
vou agree first that we may do so.

You agree that we may aggregate your
Information and uge and disdose that
Information In de-ldentified form as part of
research and advice, Inciuding benchmarking
services.

Subject to clauses 4.5, 5.5 and 12.1, we will
return your Confldential information, or destroy
it, at any time at your reguest.

Personal Information and Electronic
Communication

We will collect, store and disclose any Personal
Information provided to us In connection with the
Services in accordance with the Privacy Act
1993. Please rafer to our Privacy Policy for
detalls of your rights to access and request
correction of any Personal Information that we
hold about you.

If you provide us with any Personal Information
of a third party, you confirm that you have
cnllected that Personal Information in accordance
with the Privacy Act 1993 and the Individual
concerned has:

(a) authorised the disclosure to and use of their
Personal Information by us for the purpose
for which you disclose it to us; and

(b) has been Informed of thelr right to access and
request correction of their Personal
Information.

You authetise us to communicate with you and
others electronically. If you have any doubts
about the authenticity of any communication or
decument purportedly sent by us, please contact
us immadiately.

Intellactual Property

Unless we agree otherwise, we will retain
ownership of the Intellectual Property In our
Work and, other than Reports, we have no
obligation to provide our Work to you or any
other person.

Subject to payment of our Fees and other
charges, we glve you a royalty-free, perpatual,
world-wide licence to use and reproduce any
Reports for the Purpose.

You egree we can use your logos and marks on
our Work, unless you tell us otherwise.

Health and safety

You agree to comply with the Health and Safety
at Work Act 2015 and all regulations, rules,
standards, approved codes of practice and any
other applicable law relating to health and sefety.

You agree to fdent)fy and advise us and sur
Reprasentatives of afll hazards which arise in your
workplace and which may present a risk to
Representatives while providing the

Services. You agree to manage those risks, so
far as is reasonably practicable, by elther
allminating or mitigating those risks.

You agree to notify WorkSafe New Zealand and
us of any notifiable event (as defined In the Act)
arising out of the conduct of your business which
concems any Representative.

We agree to consult, co-operate and co-ordinate
activities where we share health and safety
duties in relation to the same matters,
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15,1

Dispute Resolution

Each of us agrees to use reasonable endeavours
to resolve any dispute that arlses In connection
with this Agreement by mediation before
bringing a legal clalm or starting legai
proceedings against the other. Nothing in this
clause 15, Dispute Resolution, prevents either of
us from taking Immediate steps to seek
interlocutery, equitable er other urgent relief
before a New Zealand court.

17.8

18.
18.1

all documents that are reasonably necessary to
give full effect to this Agreement.

This Agreement [s governed by the laws of New
Zealand and each party submits to the exclusive
Jurisdiction of the courts of New Zealand.
Definitions

In this Agreement the following words have the
meanings set out below:

Addressee means each person te whom the
Letter is addressed.

i6. Entire Agreement

16.1 This Agreement is the entire agreement between Agreement means the Letter and the Terms.
us. It supersedes all prior communications, Annexure means a schedule or decument which
negetiations, representetions, undertakings, is annexed to the Letter and ldentified as a
arrangements and agreements, elthe‘;1 rral or schedule, annexure or attachment te the Letter.
written between us. Any changes to this Confidential Information means any
:fnreement must be agreed to in writing by both information designated as confidential or which

us. might reascnably be expected, based on Its

162 For the purposes of section 50 of tha Falr content or crcumstances of disclosure, to be
Trading Act 1986 (FTA), we both acknowledge confidential, Including:
and agree that we are contracting out of sections {a) the terms of this Agreement and the detalls
9, 12A and 13 of the FTA in respect of all matters of the Services and any Work; and
covered by this Agreement. {b) trade secrets and information or material

16.3 To the ;x'oent per::alt:::l;:’sh;}'l :Ilei ﬁ:l:;l: all which Is proprietary to a party,
warranties, reprasen .
terms, elther express or implied, In relation to but excludes any information that:
the Services. (a) Is Independently acquired or devetoped

. G I without the benefit or use of the other party’s

7 Ne‘ln;ra , transt beontract, ass| confidentat Information; and

17.1 Nailther of us may transfer, subcon , assign . )
or novate this Agreement without the prior ® :ﬁrfg:;o::;::‘tth it:;u‘;'f:;’ 'zaa'z:rdp::;e .
written consent of the other. However, we may this ame nt‘
transfer, subcontract, assign or novate our rights Agre .
and/or obligations under this Agreement to any Consequential Loss means any!
entity in Deloitte New Zealand and we may (a) loss of profits, revenue, anticipated savings
subcontract to any Member Firm In accordance or buslness opportunity;
with clause 3.2, - s (b) damage to goodwiil;

17.2 Each of us agrees that, during the term of t ,
Agreement and for a period of six menths after it (c) loss or corruption of data or systems; and
ends, nelther of us will directly or Indirectly (d) Loss which Is Indirect, consequential, special,
sgtlrldt f;l)r emplny:‘li;‘\t o: Represen:laﬂg the l iP'-iﬂm\;e: exelmplary "cl't IlnddT;\tat::ls
other. fowever, Do us may adve or arising under or in connection wi
recrult generally In the medila. Agreement and/or the provision of the Services.

173 We are engaged as an Independent contractor, Deloltte New Zaaland means the New Zealand
Nelther of us Is an a%ent gl"lerepul;eser_:_tzltlve of or partnership that Is a Meml:nt;:re Frm ozfe Deloitte and
has the authority to bind other. This each of the entities under New Zealand
Agreement Is not intanded to constitute a partnership’s ultimate control and any of thelr
partnership, agency, employment, joint venture respective predecessars, SUCCESSOrs or assignees.
or fiduclary relationship between us. Deloltte Service Provider means the Deloltte

174 If any of the terms of this Agreement are not New Zealand entity entering Into the Agreement
legally enforceable then that term or the relevant as [dentifled [n the Letter.
part of it will either be amended, where possible, DTTL means Deloltte Touche Tohmatsy Limited,
to make It enforceable or Ignored, f?:ljlt;?f :; other a UK private company limited by guarantee.
respects this Agreement will have ) Existing Material means any methodologles,

175 A waiver by one of us of a breach by the other technologles ar other proprietary information
party of any term of this Agreement does not elther In existence at or prior to the date of this
oparate as a waiver of another term or a Agreement or developed by us independently of
cantinuing breach by the other of the same or the Services.
any other term of this Agreement. Fees means the fees for the Services as stated

176 Where this Agreement refers to our In, or calculated in accordance with, the Letter.
Representatives or Member Firms, it Is intended I oci by the Goods
to confer a benefit on each Representative and GST means 'i’:-_t'.‘t"gg; by the Goods and
Member Firm, enforceable by them, in terms of Services Tax .
the Contracts (Privity) Act 1982 and the law of Information means any information,
any relevant jurisdiction. documents, materials, facts, instructions ar

17.7 Each of us will, within a reasonable time of belng Confldential Information provided to us by you or

requested by the other, do all things and execute

your Representatives or anyone else at your
request,
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Inteflectusf Property means all industrial and
Intellectual property rights throughout the warld,
whether or not registered or capable of
registration, Including copyright, trade marks,
designs, programming codes, trade secrets,
know-how and circult layouts In our Work.
Letter means the engagement letter between us
to which the Master Terms of Business are
attached, induding any replacement or
supplementary engagement letter.

Loss means any losses, liabllitles, claims,
compensation, penalties, fines, damages, costs or
expenses (Including Internal ime costs, Interest
and taxes where applicable), however caused or
arising under or In connection with this
Agreement and/or the provision of the Services
{whether in contract, tort (including negligence)
or otherwise).

Member Firm means DTTL, and any partnership
or entlty that Is a member of the DTTL network
operating under the name “Deloltte”, "Deloltte &
Touche*, “Deloltte Touche Tohmatsu® or other
refated name, and each of DTTL's and such
partnership’s or entity’s controlied entitles,
predecessors, successors, assignees, partners,
prindpals, members, owners, directors,
employees and agents, including Deloltte New
Zesaland.

Personal Information has the meaning given to
It In the Privacy Act 1993.

Privacy Policy means our privacy policy

avallable at

hitp://www2, deloitte.com/nz/enflegal/privacy.ht

ml

Professional Advisers means your professional

advisers, such as your accountant ar auditor, who

are assisting you In relation to the Services hut
excludes any Investor, agent, intermediary,
underwriter, syndicate participant, iender or
other financlal institution or anyone who may
provide you with any credit enhancement or
credit rating.

Purpose has the meaning given to It In the

Letter or our Work, or where both are silent on

this, the purpose for which we provide our Work

to you.

Report has the meaning given to it in the Letter,

or where the Letter dees not set out a specific

report, means any final form documents, reports
or dellverables we provide to you as a result of
the Services aor this Agreement.

Reprasentative means:

(=) any officer, employee, consultant, agent,
contractor or subcontracter of etther of us,
who is nvolved in the Services or other
activities to which this Agreement relates;
and

() In the case of a Deloltte Servica Provider,
Includes any pariner, officer, employes,
consultant, agent, contractor or subcontractor
of a Member Firm who Is involved In the
Services or other activities to which this
Agreement relates [n accordance with clause
3.2.

Services means the services described in the

Letter and any other services unless we have

otherwise agreed In writing.

Deloitte Master Terms of Business — Non-Consnltative Services
December 2016

Tax Advice means any advice, whether written
or oral, relating to tax, tax structuring or tax
treatment provided by us as a result of the
Services,

Terms means these Master Terms of Business.

Unexpected Event means any gocurrence,

failure or delay under or in connection with this

Agreement that Is caused or contributed to by an

act, omission or event that Is beyond our

reasonable control, Including any:

(a) act, omission or breach of this Agreement
by you;

{b} Fallure of, preblem with, or unauthorised
access to, the technology Infrastructure or
environment used by us or our service
providers Induding software defects or
errors; and

{¢) Interference, interception or corruption of an
electronic communication.

us means the Dekitte Service Provider or both

you and the Deloitte Service Provider, as the

context requires.

we and our means the Deloltte Service Provider.

Work means any work provided to you and/or
created in the course of providing the Services
(In any form, whether in final or draft and
whether prepared slone or In conjunction with
you or any other person), Including Existing
Material, Reports, e-malls, notes and warking
papers.,

you and your means each Addressee and where

applicable, each Addressee’s Representztives or

Professional Advisers.

In this Agreement, a reference to:

{2} a party Includes Its successors and permitted
assligns;

) Tinduding” shall be construed as “*including,
without limitation”;

{c) our consent shall mean our prior written

consent (induding by e-malil), with any

conditions that we may Impose, at our
absolute discretion;

agreament between the parties, means

express agreement in writing {Including by e-

mail);

the singular includes the plural and vice

versa;

(0 the word person Includes an entity, a firm, a
bedy corporate, an unincorporated
assoclation or an authority;

(g) a statute indudes amendments to that
statute and any statute to the extent passed
In substitution for that statute; and

(h) dollars cr $ means New Zealand dollars.

If there is any conflict between these Terms and

any other part of this Agreement, the following

order of priority will apply: (1) the Latter; (il) the

Annexure; and {iil) the Terms.

(d

-

—

(e
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19, Your Feedback

19.1 We value your feedback. We alm to obtain a
regular assessment of our performance and we
will always be pleased to hear any suggestions
as to how our service can be improved. If you
wish to make a complaint, please contact your
usual Deloltte contact or, alternatively, Andrew
Button, Risk Leader, ¢/o Deloltte, Private Bag
115-033, Auckland, 1140, New Zealand or
abutton@deloitte.co.nz

Effactive from 6" December 2016

Deloitie Master Teema of Business — Non-Consultative Services
December 2016
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Deloitte.

Independent Limited Assurance Report

To the Kaipara District Council and to Corporate Trust Limited in respect of the
Kaipara District Council’s Debenture Trust Deed for the period ended 30 June 2016

The Auditor-General is the auditor of the Kaipara District Council {the Council} pursuant to the Public
Audit Act 2001. The Auditor-General has appointed me, Peter Gulliver, using the staff and resources of
Deloitte to carry out the audit of the annual financial statements of the Council. On behalf of the
Auditor-General, I have also carried out this Limited Independent Limited Assurance Engagement,
using the staff and resources of Deloitte, as referred to in the Debenture Trust Deed dated 13
September 2013 (the Trust Deed).

Council’s Responsibilities

The Council is required to provide a copy of the annual report which includes the audited financial
statements of the Council and our audit opinion to Corperate Trust Limited (trading as Covenant
Trustee Services Limited) (Trustee) under clause 10.2.1 of the Trust Deed.

The Council is responsible for preparing Reporting Certificates to the Trustee in accordance with clause
10.2.4 of the Trust Deed. The Council is responsible for such internal control as is determined
necessary to ensure compliance with the requirements of the Trust Deed and also to enable the
preparation of Reporting Certificates that are free from material misstatement, whether due to fraud or
error.

The Council is responsible for keeping the register and ensuring that it is separately audited in
accordance with clause 4.2.8 of the Trust Deed.

The Council is required to comply with the full requirements of the Trust Deed, including the continuing
covenants and reporting covenants.

The Coundil is responsible for interpreting the clauses and definitions in the Trust Deed. We make no
representations as to whether these interpretations of the Trust Deed are appropriate.

Trustee’s Responsibilities

The Trustee monitors the Council’s compliance under the terms of the Trust Deed. The terms of the
Trust Deed were agreed by the Trustee and the Council. We are not a signatory to the Trust Deed and
we were not consulted about the terms of the Trust Deed. We therefore take no responsibility for the
adequacy of the terms of the Trust Deed for monitoring the Council.

The receipt of this Independent Limited Assurance Report (Report) and the audited financial
statements of the Council, and any reliance on the audit opinion contained in our auditor’s report
attached to those audited financial statements, does not relieve the Trustee of its responsibilities under
the Trust Deed and relevant legislation.

The Financial Markets Authority (FMA) issued a guidance note titled *Monitoring by Securities Trustees
and Statutory Supervisors”, This guidance note sets out the FMA's expectations about how Trustees
will carry out their monitoring functions effectively. Where applicable, it is the Trustee’s responsibility
to meet the FMA’s expectations as set out in the guidance note.

Our Responsibilities
We conducted our Independent Limited Assurance Engagement in accordance with the International

Standard on Assurance Engagements (New Zealand} 3000 (Revised): Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information issued by the External Reporting Board. A
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copy of this standard is available on the External Reporting Board’s website. A Limited Assurance
Engagement is not an audit.

This standard requires that we comply with ethical requirements and plan and perform our
Independent Limited Assurance Engagement to obtain limited assurance about whether anything has
come to our attention to indicate the Reporting Certificate prepared for the year ended 30 June 2016
has not been prepared In accordance with the requirements of clause 10.2.4 of the Trust Deed.

The procedures performed when carrying out the audit of the annual financial statements of the
Council are not designed to assess whether the Council has compiied with the Trust Deed or to make
an evaluation of the Reporting Certificates the Council issued to the Trustee.

The scope of this engagement is to report on certain matters stated in clause 10.2.6(a) of the Trust
Deed based on information obtained as a by-product of our engagement to perform the audit of the
annual financial statements of the Council for the year ended 30 June 2016 (“Statutory Audit
Engagement”).

For the purpose of providing our Report, unless expressly stated, we have not performed any further
procedures beyond those required to complete the Statutory Audit Engagement of the Council.

In the performance of our duties as auditors, unless expressly stated, we do not perform any work at
the time the Reporting Certificate for the year ended 30 June 2016 is prepared by the Council.
Accordingly, our statements contained in the Report in relation to the matters addressed in clause
10.2.6{a) of the Trust Deed must be viewed in that context.

Our responsibility under clause 10.2.6(a) of the Trust Deed is to:

e From our perusal of the Fourth Schedule Reporting Certificate dated 27 October 2016 given on
behalf of the Council pursuant to clause 10.2.4 and, as far as matters that we will observe in the
performance of our duties as auditors are concerned, report whether anything is brought to our
attention to indicate that the statements made in such Reporting Certificate are not materially
correct.

In meeting this responsibility we agreed the total amount of all categories of stock in the Reporting
Certificate dated 27 October 2016 with counterparties.

The Council reported on certain statutory financial ratios at 30 June 2016 in the Reporting
Certificate. Our procedures have been limited to recalculating the ratios.

With reference to the other assertions made by the Chief Executive in the Reporting Certificate our
procedures have been limited to talking to management and considering any issues which might
have come to our attention as a by-product of the Statutory Audit Engagement.

¢« Report, whether in performing our duties as auditors, we have:
- become aware of any matters which, in our opinion, are relevant to the exercise or
performance of the powers or duties conferred or imposed on the Trustee; and
- disclosed any matter that, in our opinion, calls for further investigation by the Trustee in the
interests of the stockholders.

In meeting this responsibility, our procedures have been limited to talking to management and
considering any issues which might have come to our attention as a by-product of the Statutory
Audit Engagement.

= Report, as at the end of the financial year, from the audit procedures performed as part of our
Statutory Audit Engagement, whether anything came to our attention to indicate that, in all
material respects, principal money due and payable on the Stock and interest due and payable on
the Stock, had not been paid.

We have not tested that each individual Stockholder has received all monies due and payable to
them.
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= Report whether the Council or the Council’s agents have maintained the Register in accordance
with the requirements of the Trust Deed.

s+ The Council is responsible for maintaining the Register and ensuring it is separately audited in
accordance with clause 4.2.8.
- Our procedures were limited to auditing the Register for the period 1 July 2015 to 5 December
2016

¢ Report:
- as at 30 June 2016, the amount of Stock and how much is Security Stock and Bearer Stock;
and
- as at 30 June 2016, the Principal Money owing or secured under the Stock distinguishing
between Security Stock and Other Stock.

In meeting this responsibility, we have agreed the total of all categories of Stock with the
counterparties. We have not tested that each individual Stockholder has received all monies due
and payable to them.

Limitations and Use of this Report

This Independent Limited Assurance Report has been prepared solely for the Council and the Trustee in
accordance with the Trust Deed. We disclaim any assumption of responsibility for any reliance on this
report to any persons or users other than the Council and the Trustee or for any purpose other than
that for which it was prepared.

We report to you as accountants, not lawyers. Accordingly we are not aware of all the powers and
duties of trustees which may exist in statute, regulation, case law, legal precedent or otherwise.

Other than as expressly stated, we have not undertaken-any additional audit work after signing our
statutory audit report on the Council’s financial statements. For a better understanding of the scope of
our Statutory Audit Engagement, on behalf of the Auditor-General, of the Council's financial position,
financial performance and cash flows for the year ended 30 June 2016, this report should be read in
conjunction with Council’s audited financial statements for that period.

Because of the inherent limitations in evidence gathering procedures, it is possible that fraud, error or
non-compliance may occur and not be detected. As the procedures performed for this engagement are
not performed continuously throughout the period and the procedures performed in respect of the
Council’s compliance with the Trust Deed are undertaken on a test basis (that is, we do not check
every transaction), our engagement cannot be relied on to detect all instances where the Council may
not have complied with the requirements of the Trust Deed. Our Conclusion has been formed on the
above basis.

Unqualified Conclusion

Based on our work described in this report, nothing has come to our attention that causes us to believe
that:

+ The statements made by the Council in the Fourth Schedule Reporting Certificate dated 27 October
2016 pursuant to clause 10.2.4 are materially incorrect {(Fourth Schedule Reporting Certificate
attached).

+ There are any matters which, in our opinion, are relevant to the exercise or performance of the
powers or duties conferred or imposed on the Trustee;

« There are any matters that, in our opinion, calls for further investigation by the Trustee in the
interests of the Stockholders;

+ In all material respects, that the Council has not paid all principal money due and payable on the
Stock and all interest due and payable on the Stock.
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Cur Independent Limited Assurance Engagement was completed on 15 December 2016 and our
conclusion is expressed as at that date.

The Register and Stock

We issued the Council with an audit report about the Register for the period 1 July 2015 to 5 December
2016 on 15 December 2016.

Based on the work described in this report, as at 30 June 2016 the following balances are given:

Total stock of $6,584,729,600.03
This is comprised of:

Security stock of %$6,584,729,600.03
Bearer stock of $nil
Other stock of snil

Based on the work described in this report, as at 30 June 2016 the following balances are given:

Total Principal Money owing and secured under the stock of $64,961,420
This is comprised of:

Security stock of $64,961,420
Bearer Stock of $nil
Other stock of $nil

Independence and quality control
When carrying out the engagement, we complied with the Auditor-General's:

+ Independence and other ethical requirements, which incorporate the independence and ethical
requirements of Professional and Ethical Standard 1 {(Revised) issued by the New Zealand
Auditing and Assurance Standards Board; and

e Quality control requirements, which incorporate the quality control requirements of
Professional and Ethical Standard 3 (Amended) issued by the New Zealand Auditing and
Assurance Standards Board.

We draw your attention to the fact that the Council has settled a claim against the Auditor-General in
relation to previous audits of the Council by her service provider Audit New Zealand. In December
2012, the Auditor-General appointed Peter Gulliver of Deloitte to carry out audits of the Council on her
behalf to reduce any independence threat to an acceptable level.

Other than this engagement, the audit of the Register, and the audit of the Council’s annual financial
statements, we have no relationship with or interests in the Council, or the Trustee.

Peter Gulliver

Deloitte

On behalf of the Auditor-General
Auckland, New Zealand
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Kalparm #¢ Cranganui + Two Dcemns Two Hurbours KAIPARA DISTRICT COUNCIL

FOURTH SCHEDULE
REPORTING CERTIFICATE

I, Graham Sibery the Chief Executive of Kaipara District Council {the Council) hereby certify
to the best of my knowledge and belief for the purposes of the Debenture Trust Deed dated
13 September 2013 (the Trust Deed):

1. Since the date of the Trust Deed:
(a) allinterest due on the Stock has been paid;
(b) all Stock which has fallen due for repayment has been repaid;

(e} No Enforcement Event has occurred and remains unremedied.

2. As at the end of the financial year of the Council the lotal amount of Stock issued and
outstanding under the Trust Deed (showing separately any relevant Total Facility’

amounts} is as follows:

(i) Debenture Stock of: $ Nil
Included in the figure reported at 2(i) is:
Commercial Paper of; $ Nil
(i) Security Stock : Amount lssued $ 6,584,729,600
Principal Outstanding $ 64,961,420
(i) Bearer Stock of: $ Nil
3. The Council has complied with the Act in connection with the Trust Deed, the

Registrar and Paying Agreement, and any borrowing documentation which the
Council has entered into under, in accordance with or secured by the Trust Deed.

4. On the basis of such information as to the financial position and prospects of the
Council as is generally received by me in my capacity as Chief Executive (including
reports from the Council's financial managers), | am not aware of any reason why the
Council will not be able to meet its liabilities in relation to Stock and interest thereon
which are anticipated to fall due or to become payable during the twelve months from
the date of this Certificate.

2304.16
Fourth Schredule Reporling Certificats 11112014
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6. Since the date of the Trust Deed the Council has complied In all material respects
with all the material provisions, covenants and obligations under the Trust Deed, and
| am not aware of any reason why in the period of twelve months from the date of this
Certificate the Council will not so comply with such provisions, covenants and

obligations.

7. As at 30 June 2016:

(a) the financial ratios and borrowing limits set out in the policies of the Council
referred to in sections 102(2)(b) and- 102(2)(c) of the Act were those
described in the schedule to this Reporting Certificate as "Statutory Financial
Ratlos"; and

(b) the Council was in compliance with the financial ratios and borrowing limits
referred to in paragraph [7])(a) above.

This Certificate is given by me as Chief Executive of the Council in good faith on behaif of the
Council and 1 shall have no personal liability in connection with the issuing of this Certificate.

Terms used, but not defined, in this Certificate have the meaning given to them in the Trust
Deed.

Datod: 3?/ \q/ 1

Chief Exetutive

W
Kaipara District Council

2304.16
Fourth Stheduls Reporting Certiicete 11112014
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Deloitte
® Deloitte Centre

80 Queen Street
Auckland 1010

Private Bag 115033
Shortland Street
Auckland 1140
New Zealand

Tel: +64 9 303 0700
Fax: +64 9 303 0701
www.deloitte.co.nz

15 December 2016

Kaipara District Council
Private Bag 1001
Dargaville

Dear Councillors
Independent Auditor's Report Pursuant to Clause 4.2 of The Trust Deed

The Auditor-General is the auditor of Kaipara District Council (the “Council”) pursuant to the Public Audit
Act 2001 and has appointed me under section 32 of the Public Audit Act 2001 to carry out the annual
audit of the Council. Because of this existing appointment we have audited the compliance of the Council
with clause 4.2 of the Debenture Trust Deed between Corporate Trust Limited (now known as Covenant
Trustee Services Limited), (the “Trustee”) and the Council dated 13 September 2013 (the “Trust Deed”)
for the period from 1 July 2015 to 5 December 2016 in relation to the register of stock (the “Register”).

Council’s Responsibility

The Council is responsible for ensuring that the Register is maintained in accordance with clause 4.2 of
the Trust Deed and for such internal controls as the Council determine is necessary to enable the proper
maintenance of the Register.

Auditor’s Responsibility

Our responsibility is to express an opinion on whether the Register has been maintained in accordance
with clause 4.2 of the Trust Deed, in all material respects. Our engagement has been conducted in
accordance with Standard on Assurance Engagements 3100: Compliance Engagements ("SAE 3100}
issued by the External Reporting Board, to provide reasonable assurance that the Council has complied
with clause 4.2 of the Trust Deed.

Our procedures include examining, on a test basis, evidence relevant to ascertaining whether the
Register has been properly maintained in accordance with clause 4.2 of the Trust Deed. They include
considering internal controls relevant to maintaining the Register. This assessment Is in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the controls operated by the Council. These procedures have been
undertaken to form an opinion as to whether the Council has complied with clause 4.2 of the Trust Deed
for the period 1 July 2015 to 5 December 2016.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Inherent Limitations

Because of the inherent limitations of internal control, it is possible that fraud, error or non-compliance
may occur and not be detected. As the procedures performed for this engagement are not performed
continuously throughout the period from 1 July 2015 to 5 December 2016 and the procedures performed
in respect of the Council’s compliance with clause 4.2 of the Trust Deed are undertaken on a test basis,
our assurance engagement cannot be relied on to detect all instances where the Council may not have
complied with clause 4.2 of the Trust Deed. The opinion expressed in this report has been formed on
the above basis.

Independence and quality control

When carrying out the engagement we followed the independence and other ethical requirements of the
Auditor-General, which incorporate the Professional and Ethical Standard 1 {(Revised): Code of Ethics for

Deloltte refers to one or more of Deloltte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its network ¢f member firms,
and their related entities. DTTL and each of its mermber firms are legally separate and Independent entities. DTTL (also referred to as “Deloltte Global®)
does not provide services to clients. Please see www.deloitte.com/about for a more detailed description of DTTL and its member firms.
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Assurance Practitioners issued by the New Zealand Auditing and Assurance Standards Board, which is
founded on fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behaviour.

We draw your attention to the fact that the Council has settled a claim against the Auditor-General in
relation to previous audits of the Council by her service provider Audit New Zealand. In December
2012, the Auditor-General appointed Peter Gulliver of Deloitte to carry out audits of the Council on her
behalf to reduce any independence threat to an acceptable level.

Other than this engagement, the audit of the annual report of the Council, and providing a limited
assurance report in our capacity as auditor pursuant to clause 10.2.6(a) of the Trust Deed we have no
relationship with or interests in the Council.

When carrying out the engagement we followed AG PES3: Auditor General’'s Statement on Quality
Control, which incorporates Professional and Ethical Standard 3 {Amended): Quality Control for Firms
that Perform Audits and Reviews of Financial Statements, and Other Assurance Engagements issued by
the New Zealand Auditing and Assurance Standards Board, and accordingly maintained a comprehensive
system of quality control including documented policies and procedures regarding compliance with ethical
requirements, professional standards and applicable legal and regulatory requirements.

Use of Report

This report is provided solely for your exclusive use and solely for the purpose of meeting the
requirements of clause 4.2 of the Trust Deed. We understand that a copy of this report has been
requested by the Trustee pursuant to clause 4.2.8 of the Trust Deed. We agree that a copy of our report
may be provided to the Trustee for their information in connection with this purpose but, we do not
accept any duty, liability or responsibility to the Trustee in relation to our report. Our report is not to be
used for any other purpose, recited or referred to in any document, copied or made available (in whole -
or in part) to any other person without our prior written consent. We accept or assume no duty,
responsibility or liability to any party, other than you, in connection with our report or engagement
including without limitation, liability for negligence in relation to the opinion expressed in our report,

Opinion

This opinion has been formed on the basis of, and is subject to, the inherent limitations outlined
elsewhere in this independent assurance report.

In our opinion, the Council has complied, in all material respects, with the requirements of clause 4.2 of
the Trust Deed for the period 1 July 2015 to 5 December 2016.

Yours faithfully

Peter Gulliver

Deloitte

On behalf of the Auditor-General
Auckland, New Zealand
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Subject: Treasury Management
Date of report: 1 June 2017
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Report purpose [] Decision XI  Information
Assessment of significance [] Significant [X Non-significant

Summary

Council undertakes Treasury management activities in accordance with its Treasury Policy and Treasury

Operations schedule and with the active assistance of its Treasury advisors, PwC.

Tools and techniques that are used to manage debt are:

o Cash flow forecasting, undertaken in-house (using an excel spreadsheet);

e Treasury worksheet, managed jointly by Council staff and PwC (using an excel tool provided by
PwC) to monitor Council’s debt management position at a given point;

e Active advice and information from Council’s Treasury advisors, PwC.
Council’s interest rate position is 89% of the portfolio fixed. There are no out of policy positions to report.

Council acceded to the Local Government Funding Agency (LGFA) on 24 March 2016. Since that time
Council has progressively refinanced debt; a total of $43 million of the original $53 million Mangawhai
Community Wastewater Scheme (MCWWS) loan has now been refinanced. The balance is funded on

a short term basis as necessary with both LGFA and banks.

The Audit, Risk and Finance Committee receives a treasury management report at each routine
meeting; from May 2017, treasury reporting is also a standard part of the Chief Executive’s monthly

report on Finances.
Recommendation

That the Audit, Risk and Finance Committee receives the Financial Services Manager’s report ‘Treasury
Management’ dated 1 June 2017.

Reason for the recommendation

Itis appropriate that the Audit, Risk and Finance Committee is informed and receives information relating

to Treasury management activities and can monitor positions and strategy.

Reason for the report

To provide the Audit, Risk and Finance Committee detailed Treasury operations and management

information and to provide an opportunity to discuss ongoing strategy.
Background

Council’s first industry standard Treasury management policies were adopted in December 2011.

Council reviewed and adopted the updated Treasury management policies on 03 August 2016.
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Council’s first appointed specialist Treasury advisors, APRM (now PwC), in 2011 and this service

continues.

From May 2017, routine treasury reporting is a standard part of the Chief Executive’s monthly report on

Finances.
Treasury operations and management

Treasury operations and management are untaken jointly by in-house staff and with Council’s advisors,
PwC.

Tools and techniques that are used to manage debt are:

e Cash flow forecasting, undertaken in-house (using an excel spreadsheet). This projects the timing

of actual cash movements over the course of the year;

e Treasury worksheet, managed jointly by Council staff and PwC (using an excel tool provided by
PwC) to monitor Council’s debt management position at a given point. This tool records all loans
and swaps that have been entered into and monitors the position against policy limits. It is used to
project future position as well as current and is used as a vehicle to scenario model. The tool
generates a one page Council report which indicates whether or not we are within Policy and
parameters (Attachment 1), one page summaries of Council’s funding and liquidity risk position

(Attachment 2) and Council’s interest rate risk position (Attachment 3).

e Active advice and information from PwC in the form of a monthly telephone conference to discuss
the current position in relation to the market and strategies going forward, ad hoc meetings or
telephone conversations as required, general market bulletins and other material that is more
specific to Kaipara District Council as required. General bulletins from PwC are supplemented by
market material from banks. Attachment 4 is an example of a general bulletin.

In addition excel tools have been provided to calculate the cost of funds for budgeting and forecasting

purposes (undertaken jointly). A benchmark tool has been developed and populated.
A separate item on this agenda is a review of the Treasury Policy by KPMG.
Treasury policy positions

There are no out of policy positions to report.

At May month end the all-up cost of borrowing was 5.51%.

Treasury strategy

Council’s long time strategy has been to join the Local Government Funding Agency (LGFA) in order to
access funding and pricing enjoyed by its peers. On 24 March 2016, Council acceded to LGFA. Council
has progressively refinanced a total of $43 million debt: $20 million on 11 March 2016, $15 million on
16 May 2016 and further $8 million on 29 August 2016. This was used to refinance part of the
Mangawhai Community Wastewater Scheme (MCWWS) debt. The balance is funded on a short term

basis as necessary with both LGFA and Banks.
More recent activity:

On 23 May short term stock (commercial paper) was rolled over until November 2017. Further short
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term stock will be issued in June for cash requirements.

Routine negotiations are underway with Banks to extend the facilities. The preferred outcome will be
an “evergreen” facility which will allow for annual renewals in order to have the loan expiry always further

than one year in the future.

Debt in the Annual Plan was projected to reduce to $64.7 million. The operating surpluses, property
sales and development contributions for MCWWS will allow a further reduction of $2.6 million bringing

the forecast year end debt balance to $62.1 million. This is the draft annual plan 2017-2018 position.

The accelerated debt reduction is forecast to continue for the 2016/2017 forecast year as well as the
proposed Annual Plan 2017/2018 year. This acceleration of debt required approval by Council (obtained
at May 2017 Council meeting) for a temporary suspension of the Master Fixed / Floating Risk Control

Limits. The matter is to be reviewed no later than 31 October 2107.

Factors to consider

Community views

The community would expect industry standard Treasury management practices.
Policy implications

This report is in line with Policy.

Financial implications

There are no financial implications as a result of this report.

Legal/delegations implications

This report is for information and does not trigger legal or delegation implications.
Options

The options available to the Committee are:

Option A: Accept the report. Under this option the Committee would receive the information.

Option B: Ask for additional information or further clarification. Under this option the Committee could
ask for additional information or further clarification.

Assessment of options
These options are not necessarily mutually exclusive, however Option A is more immediate.
Assessment of significance

Receiving Treasury information is a routine business practice issue and is not significant in terms of

Council’s Significance and Engagement Policy.
Recommended option
Option A, receive the report.

Attachments

= Attachment 1: Council’s Policy Position report at 31 May 2017
= Attachment 2: Funding and liquidity risk position at 31 May 2017
2304.15
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= Attachment 3: Interest rate risk position at 31 May 2017
= Attachment 4: Strategy and Tactics New Zealand Interest Rates at 28 April 2017

2304.15
141 AR&F 20170612 Treasury Mgmt-rpt
RG:yh



Attachment 1 Policy Position
Kaipara District Council Interest Rate Position

12 Month Forecast Core Debt: 61.0 31-May-17
Policy Limits 60% - 90%
Overall Fixed:Floating Mix 85.19%
Policy Compliance Y
Fixed Rate Maturity Profile:
Years 1- 3 years 3 - 5 years 5 years plus
Policy Limits 15% - 60% 15% - 60% 0% - 60%
Actual Hedging 29% 27% 44%
Policy Compliance Y Y Y
Liquidity Ratio: 110%
Actual 150.46%
Policy Compliance Y
Funding Maturity Profile:
Years 0 - 3 years 3 - 5years 5 years plus
Policy Limits 15% - 60% 15% - 60% 10% - 40%
Actual Hedging 48% 34% 18%
Policy Compliance Y Y Y
Weighted Average Duration:
Funding 2.9 Years
Fixed Rate Portfolio (swaps and fixed rate loans) 4.5 Years
Weighted average margin 0.51%
;‘/\iiighted average Commitment/Line 0.12%
Weighted average fixed rate (swaps & o
term loans/bonds) 4-43%
All up cost of borrowing (On Drawn Debt) 5.51%
Counterparty Credit Risk (Interest Rate Risk Mgmt Instruments and investments)
Policy Credit Limit (NZ$) per NZ Registered Bank (Interest rate risk management) $ 20,000,000
Policy Credit Limit (NZ$) per NZ Registered Bank (Investments) $ 15,000,000
Policy Credit Limit (NZ$) per NZ Registered Bank (Total maximum per counterparty) $ 30,000,000
Credit Exposure Credit Exposure Compliance
(Swaps) (Investments)
($m) ($m)

WPC 0.00 0.00 Y

ANZ 1.95 0.00 Y

ASB 0.00 0.00 Y

BNZ 6.20 0.00 Y

Kiwibank 0.00 0.00 Y
CBA 0.00 0.00 Y
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Attachment 2 Funding and Liquidity
31-May-17 Kaipara District Council

Funding & Liquidity Risk Position

Committed Loan/Stock/Facilities/Investments $72.3m
Current External Debt $48.1m
Current Net Debt $48.1m
0 - 3 years 3 - 5 years
Policy Target Band 15%-60% 15%-60%
Actual 48% 34%

Policy Liquidity Ratio >=110%
Actual Liquidity Ratio 150%

5 years plus
10%-40%
18%

(] N~ (o] (o]
1 1

10 © ~ @
Maturity Date Bucket (Years)
m Drawn Loans  ® Commercial Paper Available
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Attachment 3 Interest rate risk
31-May-17 Kaipara District Council Overall Fixed
Interest Rate Risk Position Policy Min 60%

Actual Floating based on 12 Month Debt Forecast $61.04m Policy Max 90%

15% Actual 85%
1- 3 years 3 - 5 years 5 years plus
Policy Target band 15%-60% 15%-60% 0%-60%
Actual 29% 27% 44%

36 48 60 72 84 96 108 120
Months
Floating Debt m Fixed Debt

Interest Rate Risk Position

The interest rate risk position visually represents the Council's interest rate position within approved interest rate control limits as set out in
the treasury policy document. The chart takes a snapshot of the risk position as at the reporting date.

The brown part of the graph shows the amount of debt which is fixed - (this includes fixed rate bonds together with payer swaps) meaning
debt which gets repriced in one years time or later. The top of the red area represents the forecast debt in a year's time. The yellow area
therefore illustrates the amount of debt deemed floating rate and will include any forecast debt that has not been pre-hedged. Any existing
loans or financial instruments which will be repriced within the next 12 months are included in the red area.

The key areas of focus are;

Fixed Rate Percentage Limit: (wholesale interest rate certainty)
The fixed rate percentage calculation is the total amount of fixed rate debt/interest rate hedges over the 12 month forecast net debt

Fixed Rate Maturity Limits: (spreading of wholesale interest rate maturity risks)

Fixed rate repricing maturity dates are spread based on defined maturity band limits, 1 - 3 years, 3 - 5 years and 5 - 10 years. Minimum
and maximum percentage limits within each time band ensure a spread of maturities and reduces the risk of maturity concentrations.
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Monthly markets & hedging repor

New Zealand interest rates

Kaipara District Council

The report is an end of month report for April 2017. It is a historical summary report for that month
ch and reconfirms our recommendations given over that month. It does not provide new

recommendations.
) Rate table
28 April 2017
90d 2yr Syr 10yr
Borrower hedging .
. 28 April 2017 2.01 2.31 2.89 3.38
recommendations
1 month ago 2.03 2.32 2.91 3.45
NZ short-term interest rate
1 year ago 242 2.25 2.51 2.98

summary and outlook

NZlong-terminterestrate  NZ general borrower hedging recommendations
summary and outlook
. Fixed-Floating Master Limit; Mid points of fixed rate policy.

. 1to 3 years sub-limit; Balance in 1-3 year maturity sublimits using
purchased borrower caps, collar options and purchased borrower swaptions.

. 3 to 5 years sub-limit; Midpoints of policy in 3-5 year maturity sublimits
using purchased borrower caps, collar options and purchased borrower
swaptions.

. 5 to 10 years sub-limit; Midpoints of policy in 5-10 year maturity sublimits.
Target a strike rate of 4.00% and below to maintain policy midpoints through
forward starting borrower swaps. Any increase in hedging levels should be
done with "ear-marked" purchased borrower swaptions and out of the money
borrower caps.
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NZ specific borrower hedging recommendations for Kaipara District
Council

e 21/4: Refer to funding strategy with recommendation to reduce ANZ facility headroom, extend facility maturity
and prefund upcoming LGFA December 2017 FRN maturity.

NZ interest rate summary
Please find the links to the NZ Interest Rate reports over the month below:

e April 3-NZ-Interest-Rate-report-by-PwC-Treasury-Advisory.pdf

e  April 10-NZ-Interest-Rate-report-by-PwC-Treasury-Advisory-1.pdf

e  April 18-NZ-Interest-Rate-report-by-PwC-Treasury-Advisory.pdf

e April 24-NZ-Interest-Rate-report-by-PwC-Treasury-Advisory.pdf

New Zealand yield curve
4.00 - - 4.00
3.80 | - 3.80
3.60 - - 3.60
3.40 | - 3.40
3.20 | - 3.20
3.00 - - 3.00
£ 2.80 - - 2.80
o
® 2.60 | - 2.60
i 2.40 - - 2.40
£ 2.20 - 2.20
2.00 | - 2.00
1.80 - - 1.80
1.60 -| - 1.60
1.40 90 Day 1 Year 2 Year 3 Year 4 Year 5Year 7 Year 10 Year 1.40
—28-Apr-17 2.0 2.09 232 255 2.74 2.89 3.13 337
29-Mar-17 202 218 235 255 275 292 306 345
Change -0.01 -0.10 -0.02 0.00 -0.01 -0.02 007 -0.09
1 Year Fwd Curve 3-May-17 2.3 2.45 269 2.89 3.06 3.20 341 3.63
— — PwC F/C (6mth) 30-Nov-17 210 2.20 2.30 2.60 2.80 3.07 3.33 3.60
—PwC FI/C (12mth) 31-May-18 225 235 2.45 275 290 3.20 3.50 3.80
= RBNZ Implied F/C - Feb MPS 2.00 213 232 253 273 29 3.19 3.46
Page 2 Monthly hedging report | New Zealand Interest Rates | 28 April 2017
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http://treasury.pwc.co.nz/home/april-3-nz-interest-rate-report-by-pwc-treasury-advisory/
http://treasury.pwc.co.nz/home/april-10-nz-interest-rate-report-by-pwc-treasury-advisory/
http://treasury.pwc.co.nz/home/april-18-nz-interest-rate-report-by-pwc-treasury-advisory/
http://treasury.pwc.co.nz/home/april-24-nz-interest-rate-report-by-pwc-treasury-advisory/

New Zealand 90 day bank bill, 2, 5§, and 10 year swap rates
10.00% 10.00%
8.00% 8.00%
g 6.00% |- 6.00% 5
o 4
2 g
% 5
5 5
E 400% v T 4_00% §
2.00% |- 2.00%
0.00% : : 0.00%
May 07 May 08 May 09 May 10 May 11 May 12 May 13 May 14 May 15 May 16 May 17
\— NZ 90 day bank bill NZ 2 yearswap  ——— NZ 5 year swap NZ 10 year swap
Source: Thomson Reuters Datastream, PwC

Likely trading range next month

NZ 90 day bank bills 2.00 per cent. — 2.40 per cent. Bias: v
NZ 3 year swap rate 2.25 per cent. — 2.60 per cent. Bias: —
NZ 10 year swap rate 3.00 per cent. — 3.40 per cent. Bias: -
US 10 year government bonds 2.20 per cent. — 2.60 per cent. Bias: —

Likely trading range next six months

NZ 90 day bank bills 1.90 per cent. — 2.40 per cent. Bias: v
NZ 3 year swap rate 2.20 per cent. — 2.75 per cent. Bias: —
NZ 10 year swap rate 2.80 per cent. — 3.60 per cent. Bias: — /7T
US 10 year government bonds 2.20 per cent. — 2.60 per cent. Bias: — /7T

Page 3

Monthly hedging report | New Zealand Interest Rates | 28 April 2017
147



Get in touch

Stuart Henderson

Partner

T: +64 9 425 0158

M:+64 21 343 423

E:
stuart.r.henderson@nz.pwc.com

Brett Johanson

Partner

T: +64 4 462 7234

M:+64 21771 574

E: brett.a.johanson@nz.pwe.com

James McHardy

Director

T: +64 9 355 8342

M:+64 21 263 4282

E: james.c.mchardy@nz.pwe.com

Alex Wondergem
Associate Director
T: +64 9 355 8252

M: +64 21 041 2127

E:alex.j.wondergem@nz.pwe.com

Ollie McDowell

Treasury Analyst

T:+64 4 462 7316
E:ollie.a.mcdowell@nz.pwe.com

Rajeev Verma

Treasury Analyst
T:+64 9 355 8468
E:Rajeev.c.verma@nz.pwc.com

Roger Kerr

T: +64 9 355 8181
M:+64 21 935 288
E: roger.j.kerr@nz.pwe.com

Chris Hedley

Director

T: +64 9 355 8183

M: +64 21 479 680

E: chris.m.hedley@nz.pwc.com

Jason Bligh

Associate Director

T: +64 4 462 7265

M: +64 21 386 863

E: jason.p.bligh@nz.pwe.com

James Butler
Treasury Analyst

T: +64 9 355 8265
E:james.p.butler@nz.pwe.com

Tom North
Treasury Analyst

T: +64 9 355 8497
E: tom.o.north@nz.pwe.com

pwc.co.nz /corporate-treasury-advisory-services/

DISCLAIMER: This report is for PwC retained treasury clients and is subject to the individual agreed engagement
letter and the following restrictions. This report should not be reproduced or supplied to any other party without first
obtaining our (PwC New Zealand) written consent. We accept no responsibility for any reliance that may be placed
on our report should it be used for any purpose other than that set out below and in any event we will accept no
liability to any party other than you in respect of its contents. The purpose of the report is to summarise our financial
market views and document generic and tailored hedging recommendations. The statements and opinions contained
in this report are based on data obtained from the financial markets and are so contained in good faith and in the
belief that such statements, opinions, recommendations and data are not false or misleading. In preparing this
report, we have relied upon information which we believe to be reliable and accurate. We reserve the right (but will
be under no obligation) to review our assessment and if we consider it necessary, to revise our opinion in the light of
any information existing at the date of this report whic?14t§ecomes known to us after that date. This report must be
read in its entirety. Individual sections of this report could be misleading if considered in isolation from each other.


mailto:stuart.r.henderson@nz.pwc.com
mailto:roger.j.kerr@nz.pwc.com
mailto:brett.a.johanson@nz.pwc.com
mailto:chris.m.hedley@nz.pwc.com
mailto:james.c.mchardy@nz.pwc.com
mailto:jason.p.bligh@nz.pwc.com
mailto:alex.j.wondergem@nz.pwc.com
mailto:james.p.butler@nz.pwc.com
mailto:tom.o.north@nz.pwc.com

KAIPARA

DISTRICT
kalpara e ovanganul - Twooceans TwoHarbours KAIPARA DISTRICT COUNCIL
File number: 2126.05 Approved for agenda |E
Report to: Audit and Risk Committee
Meeting date: 12 June 2017
Subject: Bills in Parliament: Legislation Progress
Date of report: 30 May 2017
From: Venessa Anich, General Manager Community

Linda O'Reilly, Brookfields Lawyers

Report purpose ] Decision X Information
Assessment of significance [] Significant X Non-significant
Summary

New Zealand Parliament is currently considering a number of Bills that may impact on the business of
local government. This report provides a Summary (Appendix 1) of these Bills to ensure that Council is
well prepared when Bills are enacted and/or submitted to the Select Committee responsible for

commenting on a Bill.
Only those Bills that have been introduced as of 20 February 2017 are included in this report, they are:

Bills gaining Royal Assent (i.e. now enacted)
Broadcasting (Election Programmes and Election Advertising) Amendment Bill
Electoral Amendment Bill
Fire and Emergency New Zealand Bill
Regulatory Systems (Building and Housing) Amendment Bill
Regulatory Systems (Commercial Matters) Amendment Bill
Regulatory Systems (Workplace Relations) Amendment Bill
Resource Legislation Amendment Bill
Taxation (Annual Rates for 2016-2017, Closely Held Companies, and Remedial Matters) Bill
Taxation (Business Tax, Exchange of Information, and Remedial Matters) Bill

Telecommunications (Property Access and Other Matters) Amendment Bill

Bills Introduced since last report
Conservation (Infringement System) Bill
Dairy Industry Restructuring Amendment Bill
Family and Whanau Violence Legislation Bill
Taxation (Annual Rates for 2017-18, Employment and Investment Income, and Remedial Matters)
Bill

Other Bills before Parliament
Electronic Interactions Reform Bill
Energy Innovation (Electric Vehicles and Other Matters) Amendment Bill
Food Safety Law Reform Bill
Health and Safety Reform Bill
Health (Fluoridation of Drinking Water) Amendment Bill
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Judicature Modernisation Bill
Land Transfer Bill

Land Transport Amendment Bill
Te Ture Whenua Maori Bill

Members Bill — newly introduced
Domestic Violence — Victims’ Protection Bill
Electoral (Registration by Special Vote) Amendment Bill
Employment Relations (Allowing Higher Earners to Contract Out of Personal Grievance Provisions)
Bill
Friendly Societies and Credit Unions (Regulatory Improvements) Amendment Bill
Land Transport (Vehicle User Safety) Amendment Bill

Recommendation
That the Audit, Risk and Finance Committee receives the General Manager Community’s and Brookfield
Lawyer’s report Bills in Parliament: Legislation Progress’ dated 30 May 2017, and the information

contained therein.
Reason for the Recommendation

Council needs to be aware of proposed Bills that may impact on local government and Kaipara District
Council.

Reason for the Report

This report is to make the Audit and Risk Committee aware of current Bills that are progressing through
Parliament that are relevant to Council, to enable them to consider the potential impact they may have
and consider whether there is a need for further action, such as the lodging of a submission. It also
provides information on consultation being undertaken by Government and other agencies that may
result in legislative change or have an impact on Council. All relevant Bills are listed in the summary
above, but only those having direct impact on local government are expanded upon in the appended
schedule.

Background

Council operates in what can be described as a dynamic environment where changes are always
happening. In order for Council to respond to proposed changes it firstly needs to be aware of any
proposals. This will allow Council to respond appropriately when required. If Council is not aware of

proposed changes then it would be unable to respond when required.

It will also allow Council the time to put in place any changes and prepare for any budgetary implications

it may have where possible.
Issues

Changes in legislation have the potential to affect how Council undertakes and manages its functions.
Issues that can arise out of any change include affordability, resourcing and having people aware of

changing processes and changing criteria required for decisions.
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There are some proposed legislation changes that have not been introduced to Parliament yet and
therefore may not feature in the information provided. The information is obtained from the Parliament
website which is updated every two to four weeks, therefore changes may have occurred between the
period between the Audit, Risk and Finance Committee Agenda closing and the Audit, Risk and Finance

Committee sitting.
Factors to Consider
Community views

Other than the Bills to which Assent has been given, information provided in the appended legislation
progress worksheet (Appendix 1), is not yet law and therefore is not binding on Council. As such

community views are not required as a result of presenting this information.

Enacting legislation is a full public process, with the community able to provide their views to Parliament

through submissions to the appropriate Select Committee.
Policy implications

Some of the information provided may impact on Council policy iffwhen Bills come into law. There are
certain times within the Parliament process in which the Council can express its views on a proposal.
The information provided may trigger the need for Council to respond by, for example, lodging a
submission to the appropriate Select Committee. Once a Bill has been passed into law it is important
that staff identify the implications of the changes made for Council and develop an Action Plan to ensure

that any necessary changes, for example, to Council processes, are made.
Financial implications

The information does not pose any financial implications merely to highlight potential impacts when Bills
come into law. It is at the point where a Bill comes into law that it may have financial implications for

Council.
Legal/delegation implications

This Agenda item is for information only and has no legal implications. While this does not affect any
Council delegations, the Audit, Risk and Finance Committee may decide at any time that it is prudent
for Council to submit on a proposal.
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Appendix 1: Progress of Legislation

Bills gaining Royal Assent

Title

Overview

Impacts on Council?
(Low — Medium = High)

Date of Assent

Manager

Responsible

Fire and Emergency

New Zealand Bill

This Bill repeals the two Acts governing fire services, the Fire Service
Act 1975 and the Forest and Rural Fires Act 1977, to give effect to a
single, unified fire services organisation for New Zealand. The Bill also

provides for but is not limited to the following:

(@) Local Advisory Committees — there must be an Advisory
Committee for every local area,;

(b)  Local Planning by FENZ (Fire and Emergency New Zealand) for
each local area including policies and procedures for fire control,

(c) The board of FENZ may by written notice, authorise that a
person to perform or exercise a function, duty or power under
the Bill and regulations made under it;

(d) The main function of FENZ is to promote fire safety which
includes “providing guidance on the safe use of fire as a land

management tool”; and

The Bill provides that an authorised person may require a person to
provide their full name, address and any other relevant information
necessary for an authorised person to issue an infringement notice and
creates an offence for failing to provide new information requested by

an authorised person.

Medium: Local

Government  supported

the reform to modernise

New Zealand's fire
services. Local
government has also

been a key player in

delivering and funding

rural fire services.
Councils across
New Zealand will be

working closely with the
new fire and emergency
service to assist with the

transition.

However, from 2017 local
government will no longer
operate or separately

fund rural fire services.

Assent:

11/05/2017

VA:yh
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Amendment Bill

workplace relations and safety areas to “maintain the effectiveness

and efficiency” of the relevant regulatory systems “and so reduce the

chance of regulatory failure.”. In particular, the Bill is intended to

improve legislation by ensuring that:

(a) Statutory provisions are clarified and updated to give effect to the
purpose of the Act;

(b) Duplication, errors, gaps and inconsistencies are addressed and
corrected;

(c) Unnecessary compliance costs and costs of doing business is

removed.

Regulatory Systems | This is an omnibus Bill and one of a package of three that contain | Medium: As a property | Assent:
(Building and | amendments to legislation administered by MBIE. owner and regulator the | 30/03/2017
Housing) The aim of this Bill is to make amendments to legislation administered Council  needs to  be
Amendment Bill by the Ministry of Business, Innovation, and Employment (the Ministry) aware  of  legislative

in the building and housing areas to “maintain the effectiveness and change in respect of

efficiency” of the relevant regulatory systems® and so reduce the housing, unit - titles,

chance of regulatory failure. The main changes are to the Unit Titles assignments of interests

Act 2010 — The Bill provides that where an estate or interest in land in and  easements, and

a unit title development is acquired under the Public Works Act 1981, covenants.

the Unit Titles Act requires a new unit plan or an amendment to the

unit plan. The Bill also makes amendments to the assignment of

interests; distribution of proceeds received by a body corporate as a

result of a sale and extends the power of a body corporate in respect

of easements and covenants over common property.
Regulatory Systems | This is an omnibus Bill and one of a package of three that contain | Medium: As an employer | Assent:
(Workplace amendments to legislation administered by MBIE. The aim of this Bill | and business the Council | 30/03/2017
Relations) is to make amendments to legislation administered by MBIE in the | needs to be aware of any

legislative changes that
could effect its dealings
with other businesses
and employees in relation
to breach of employment
standards and parental

leave payments.

VA:yh
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The main amendments are to the:

(a) Employment Relations Act 2000 in respect of circumstances in
which a person is involved in a breach of employment standards
where the breach is committed by a company, partnership, or sole

trader; and

(b) Parental Leave and Employment Protection Act 1987 in respect of
a primary carer of a preterm baby who elects to forgo some or all
of their entittlement to preterm baby payments and instead return
to work in between the birth of the baby and starting their period of

parental leave.

Resource Legislation

Amendment Bill

This Bill amends the Resource Management Act 1991 (RMA),
Reserves Act 1977, Public Works Act 1981, Conservation Act 1987,
Environmental Protection Authority Act 2011 and Exclusive Economic
Zone and Continental Shelf (Environmental Effects) Act 2012. The
explanatory note to the Bill states that its aim is to “create a resource
management system that achieves the sustainable management of
natural and physical resources in an efficient and equitable way”.
Some of the changes to the RMA take immediate effect. Other
changes have transitional periods specified in the Bill (the majority of
changes to the resource consent process come into force six months
after enactment, on 18 October 2017).

The significant changes in the Bill are:

(a) Requiring councils to follow national planning templates that will
improve the consistency and reduce the complexity of plans. This
will substantially reduce the volume of planning documents across

the country because most provisions will be standardised;

High: This Bill has
wide-reaching
consequences for
councils nationwide. The
Council must keep up to
date with the various
changes as they come

into force.

Assent:
18/04/2017
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(b)

(©)

(d)

()

Faster and more flexible planning processes. The Bill provides
three different tracks by which a council can produce a plan: the
existing track that now has tighter timelines, a new collaborative
track, and a streamlined track;

Reduced requirements for consents. The Bill eliminates the need
for many minor consents by giving councils discretion to not
require them, by introducing a new 10-day fast-track for simple
consents and by removing requirements for consents where they
are already required under other Acts;

Making the costs for RMA processes more transparent for users
by requiring councils to fix the fees for processing certain consent
applications, a fixed remuneration for hearing panels and a fixed
fee for hearings. The Bill also removes the ability for a council to
charge a financial contribution under the RMA. This clarifies that
the costs of servicing new growth are to be met through
development contributions under the Local Government Act 2002;
and

Stronger national direction around requiring provision for growth
like housing, and provision for national regulations to address
issues like dairy stock in river and other regulations to limit the

extent of RMA application.

The Bill amends the Public Works Act 1981 by extending the powers

of

the Minister for Land, increasing the level of additional

compensation for acquiring land that includes the home of a landowner

and for a landowner that does not have a home on the land.

VA:yh
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Taxation (Annual
Rates for 2016-17,

This omnibus Bill sets out the annual rates of income tax for the

2016/2017 tax year, and makes changes relating to closely held

Medium: As a business

organisation, Council

Assent:
30/03/2017

Closely Held companies, non-residents withholding tax for related party and branch | should be updated with
Companies, and lending, goods and services tax and land tainting and | any tax requirements and
Remedial Matters) council-controlled organisations. amendments.
Bill Specifically in relation to
the tax for
Council-controlled
organisations.
2126.05
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Bills Introduced

Title

Overview

Impacts on Council?
(Low — Medium = High)

Current Status

Manager
Responsible

Conservation
(Infringement
System) Bill

This Bill is an omnibus Bill to amend a number of conservation-related

acts. The Bill looks to introduce an infringement system to be provided

to central and local government agencies, to deal with less serious

offending in relation to public resources.

The objectives of this Bill are a response to problems that have arisen

in implementing the current compliance system. The objectives are to:

(@)

(b)

(€)

(d)

(e)
(f)

improve the effectiveness of conservation compliance and law

enforcement, to better protect conservation;

ensure that penalties for offences are commensurate with the

seriousness of the offence;

ensure that people do not risk criminal convictions if they commit

minor offences;

make the treatment of offences consistent with those in similar

regimes, such as fisheries;
remove unnecessary costs to the Court system; and

contribute to the Government’'s objectives of improving
Government interaction with New Zealanders and delivering better

public serves for less cost.

High: It is important for the
Council to be up to date
with its ability to prosecute
for non-compliance with
the conservation-related

legislation.

Of particular relevance for
Council is that in relation to
local authority
administered
this  BiIll

consistency between how

reserves,
provides for
compliance on reserves
(administered under the
Reserves Act 1977) could
be managed compared to
compliance on
comparable public lands
held
Government Act 2002.

under the Local

Introduced:
22/02/2017

First Reading

VA:yh
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Taxation (Annual
Rates for 2017-18,
Employment and
Investment Income,
and Remedial
Matters) Bill

This omnibus Bill contains taxation amendments aimed at modernising

and improving the settings for the administration of the tax system, and

at improving the current tax settings within a broad-base, low rate

framework.

The policy proposals in this Bill fall into two categories:

(@)

(b)

The first is aimed at modernising and improving the settings for the
administration of the tax system as part of the Government’s
programme of transforming the revenue system through business
process and technology change. This includes measures relating
to employment and investment income information, the electronic
filing threshold for goods and services tax (GST), amendments to
the pay as your earn (PAYE) rules, and amendments to penalty

interest rules.

The second is aimed at improving the current tax settings within a
broad-base, low rate (BBLR) framework. Under this framework,
the tax treatment of alternative forms of income and expenditure is
intended to be as even as possible. This ensures that overall tax
rates can be kept low, while also minimising the biases that
taxation introduces into economic decisions.

Medium: As a business
organisation, Council
should be updated with
any tax requirements and
amendments. Specifically
in relation to the tax for
Council-controlled

organisations.

First Reading:
24/05/2017

Select Committee

VA:yh
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Other Bills before Parliament

Title Overview Impacts on Council?(Low - | Current Status | Manager
Medium - High) Responsible
Energy Innovation | The broad policy of this omnibus Bill is to encourage energy High: Local Government | Select
(Electric  Vehicles and | innovation, such as emerging energy technologies and increased New Zealand (LGNZ) made a | Committee:
Other Matters) | variation in energy-related business models, so that New Zealand has submission on this Bill. Many | 9/05/2017
Amendment Bill the ability to respond to its environmental and energy objectives. councils are actively Second
The Bill encourages the uptake of electric vehicles by extending the | encouraging the uptake of Reading
road user charge exemption and clarifying that a road controlling | electronic  vehicles and
authority may use its bylaw-making powers so that electric vehicles | consider it important that the
can access bus and high-occupancy lanes. It also expands the | legislative frameworks are
purposes for which the existing electricity efficiency levy, gas levy, and | clear and adaptive to
petroleum or engine fuel monitoring levy can be used to enable the | changing circumstances. lItis
Energy Efficiency and Conservation Authority to use all three levies. important that Council
remains updated on topics
and issues affecting local
authorities around the
country. Of particular
importance are the
amendments to the Electricity
Industry Act 2012 and the
Land Transport Act 1998
(road controlling authorities
may make certain bylaws).
Food Safety Law Reform The Bill makes improvements and enhancements to three Acts | Medium: As a monitoring | Select
Bill governing the food safety system, improving their alignment, | authority tasked with | Committee:
operation, and design so as to better protect human health, and | ensuring compliance with the | 19/12/2016

VA:yh
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maintain and strengthen New Zealand's reputation as a supplier of

safe and suitable food both domestically and internationally.
The main amendments include:

(@) In respect of a new regulation-making provisions introduced by
the Bill, required consultation is to be carried out before any
regulations are made; and

(b) The requirement to consult on notices that supplement
regulations is removed. However, it provides that consultation is
required before the Director General makes any notices to
supplement any of the regulations set out in section 163(2) as
amended by this Bill.

Food Act 2014, issuing food
licences and food grades,
Councll should remain
updated with amendments to
the Food Act.

Second

Reading

Drinking

Amendment Bill

Health (Fluoridation of

Water)

This Bill amends Part 2A of the Health Act 1956 by inserting a power
for DHBs to make decisions and give directions about the fluoridation

of local government drinking water supplies in their areas.

High: LGNZ made a
submission on the Bill
seeking the removal of the
responsibility for making
decisions on fluoridation in
drinking water from the
territorial  authorities  and
seeks national leadership in
relation to this. It is important
that Council maintains a
watching brief on progression
of the Bill in relation to its
powers and responsibilities in

respect of this matter.

First Reading:
6/12/2016

Select

Committee

Land Transfer Bill

The aim of this Bill is to replace the Land Transfer Act 1952, the Land

Medium: Council should be

Second

VA:yh
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Transfer Amendment Act 1963 and the Land Transfer (Computer
Registration and Electronic Lodgement) Amendment Act 2002 and to

create a new updated statute relating to NZ's land transfer system.

The provisions are intended to deal with malfeasance by one owner

informed about legislation

relating to the sale and

purchase of land and

dealings in land, as this is an

Reading:
12/10/2016

Committee  of

of fleeing drivers, make changes to heavy vehicle regulation, change
the regulatory framework for small passenger services, and make a
range of minor amendments to ensure that the Land Transport Act

1998 is clear and operating as intended.

*Alcohol This has been available since

September 2012 for repeat drink drivers with two or more offences

interlock sentences:

within five years. Under the alcohol interlock sentence, an offender
must hold an alcohol interlock licence, which restricts the holder to
driving vehicles with an interlock fitted. An alcohol interlock is an
electronic device that prevents the use of a vehicle if alcohol is
detected in a breath sample. The driver breathes into the alcohol
interlock before starting the vehicles. The alcohol interlock analyses

the breath sample and if alcohol is detected the vehicle will not start.

roading authority ought to be
aware of legislative change in
and

relation to roads

transport.

against another of the same land. The main changes include the area of local interest and | the Whole
Court’s power to cancel a land registration if it is satisfied that it would involvement. House
be manifestly unjust for a person to remain the registered owner of the
estate or interest even when forgery or dishonest conduct exists.
Land Transport | This Bill will strengthen the legislation relating to mandatory alcohol | Medium: This Bill does not | Second
Amendment (No 2) Bill interlocks,* strengthen the framework for managing public transport | directly  impact  Council, | reading:
fare evasion, create more effective deterrents to reduce the incidence | however Council as a local | 24/05/2017

Committee  of

whole house

VA:yh
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Title Overview Impacts on Council? | Current Manager
(Low - Medium - High) | Status Responsible
Domestic Violence — This Bill amends the Domestic Violence Act 1995, Employment | Medium: As an | First
Victims’ Protection Bill Relations Act 2000, Health and Safety at Work Act 2015, Holidays Act | employer, it is important | Reading:
2003 and Human Rights Act 1993, with the aim of enhancing legal | for the Council to remain | 8/03/2017
protections for victims of domestic violence. The amendments of more | up to date with legislative
relevance to the Council’s purposes include: change in relation to
(&) Employment Relations Act 2000 — the Bill provides that employees | leave, health and safety Select
who are victims of domestic violence may request a variation of | and working Committee
their working arrangements. The employer may must answer the | arrangements to ensure
request as soon as possible and no later than three months after | that the Council is aware
receiving it; of its responsibilities and
(b) Health and Safety at Work Act 2015 — the definition of “hazard” is | liabilities.
replaced so that a person conducting a business or undertaking
must in taking all practicable steps to ensure that workers are not
exposed to hazards, include the hazard of a worker suffering
domestic violence; and
(c) Holidays Act 2003 — The Bill provides that a victim of domestic
violence has a minimum entitlement to 10 days paid leave for the
purpose of dealing with the effects of being a victim of domestic
violence.
Electoral (Registration by This Bill amends the Electoral Act 1993 to allow unregistered voters to | Medium: As an elected | Introduced:
Special Vote) Amendment | register by completing a special vote and to ensure that their votes are | body, it is important for | 13/04/2017

Bill

counted.

For various reasons an elector may choose to complete a special vote,

which involves submitting their details and signing a statutory

Council to be aware of
the changes to the

enrolment and voting

First Reading

VA:yh
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declaration in front of a witness, unaware that they are not enrolled to
vote. In this case, the elector will receive a letter from the Electoral
Commission advising them that their vote did not count, and requesting
that they now enrol by submitting the same details they provided when
they cast their special vote. Not only has their vote been disallowed,
but an opportunity to engage the elector in the political process has
been lost. The elector must also duplicate paperwork necessary for

their enrolment.

With both enrolment and voting now being delivered by a single
agency and because both forms require similar details from the elector,
the Commission suggests legislative change that enables a special
vote to be treated as an application to enrol or update details. This will
also serve to streamline the enrolment and voting process during the

advance voting period.

process.

Employment Relations
(Allowing Higher Earners
to Contract Out of
Personal Grievance

Provisions) Bill

The aim of this Bill is to amend the Employment Relations Act 2000 “to
allow employees with an annual gross salary over $150,000 to contract
out of the personal grievance provisions. Under s102 an employee
who believes that he or she has a personal grievance may pursue that

grievance under the Act.
The Bill provides that:

(a) Where an employee who is a party to an individual employment
contract has contracted out of Part 9 (personal grievances and
disputes) of the Act, s102 does not apply to them and they may
not pursue a personal grievance; and

(b) When an employee is negotiating with an employer to make an

individual employment agreement and that individual employment

Medium: As an employer
Council ought to be
informed on legislative
change in relation to
remuneration and rights
of both Council (as an
employer) and the

employee in relation to

personal grievances,
disputes and
enforcement.

First
Reading:
22/03/2017

Select

Committee

VA:yh

163

2126.05

A&R-20170612-Bills in Parliament Legislation Progress-rpt




16

@®
KAIPARA

DISTRICT

agreement provides for an annual gross salary greater than
$150,000 the employee and employer may agree to include a term
in the agreement excluding the application of Part 9 of the Act.

Land Transport (Vehicle
User Safety) Amendment
Bill

The explanatory note to the Bill identifies the washing of vehicle
windows as a long-running problem in parts of New Zealand, where
motor vehicle users have been subjected to intimidation and safety
hazards by groups of people soliciting money in exchange for washing
car windows. The Bill proposes using the existing infringement regime
established under the Land Transport Act 1998, which is well-known
to the New Zealand Police, by amending that Act, the Land Transport
(Road User) Rule 2004, and the Land Transport (Offences and
Penalties) Regulations 1999, to put in place an enforcement regime

against window washing.

Medium: By making the
washing of vehicles in a
way that is unsafe,
intimidating, or causing
nuisance an infringement
offence, enforcement
authorities  will  have
greater ability to stop and
penalise individuals for

such behaviour.

First
Reading:
12/04/2017

Select

Committee

VA:yh
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File number: 2209.0 Approved for agenda |E
Report to: Audit, Risk and Finance Committee
Meeting date: 12 June 2017
Subject: Health and Safety Update May 2017
Date of report: 29 May 2017
From: Peter Marshall, General Manager Corporate Services
Report purpose [] Decision O Recommendation  [X Information
Assessment of significance [] Significant XI  Non-significant

Summary

This report summarises the Health and Safety incidents and activities since 01 January 2017, and updates

the Audit, Risk and Finance Committee on developments in Council’s health and safety systems.

Please find attached accident and incident reporting for the period 01 January 2017 to 29 May 2017
(excluding contractor reporting during May). (Attachment 1)

Internally, there was no lost time for injury related incidents or accidents in this period. A small number of

minor incidents and accidents were reported.

Council contractors have reported higher non-major incidents and accidents, reflecting their continued work

to encourage reporting. In each instance remedial actions were taken to prevent future accidents.

Auditing the health and safety practices of Council contractors continued to be an area of focus. Please
find attached (Attachment 2) audit reporting for fixed and mobile works that have been conducted during

the reporting period.

Note that there have been a total of 58 audits undertaken over the five month period which demonstrates a
level of momentum in the audit programme. Forty-nine of those audits were of mobile operations
(e.g. roading) and nine were on fixed facilities. A number of issues were found ranging from minor to
significant and line managers are being reminded to follow up on these issues to ensure that they are
remedied.

Other initiatives underway are:

. Training on managing violent customers;

. Active health and safety staff communication via the intranet and briefings;

. Staff engagement through health and safety representatives and an active committee;

. Defensive driver training for staff who drive frequently;

. Site safe training for Building Control Officers has been booked for early June;

. Office safety training for all staff;

. Contractor accreditation processes updated;

. Development of an ashestos management plan; and

. Working collaboratively with other Northland councils to share information and learnings.

2209.0
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Proposed recommendation:

That the Audit and Risk Committee:

1 Receives the General Manager Corporate Services report Health and Safety Update May 2017’
dated 29 May 2017; and

2 Believes it has complied with the decision-making provisions of the Local Government Act 2002 to
the extent necessary in relation to this decision; and in accordance with s79 of the Act determines

that it does not require further information prior to making a decision on this matter; and
3 Notes the update on health and safety performance; and

4 Notes the update on the development of Council health and safety systems.
Reason for the recommendation

To update the Committee on Council’s health and safety performance and on the development of Council

health and safety systems.

Reason for the report

To update the Committee on Council’s health and safety performance and on the development of Council

health and safety systems.
Background
Introduction

This report is designed to provide the Audit, Risk and Finance Committee with an update on Council’s
health and safety performance since January 2017 and updates the Audit, Risk and Finance Committee

on developments in Council’s health and safety systems.
Accidents and Incidents

A number of contractor incidents were reported which did not result in accidents. The 24 contractor
incidents during the four month period to 30 April were for minor traffic events not resulting in injury (12),
machinery failure (5), customer conflict (2), not following correct safety procedures (2), minor abrasions
(1), dog attack (1) and intrusion (1). The five incidents reported by staff related to vehicle problems,
customer conflict and a personal appliance causing burnout of a wall socket. The only incident involving

a member of the public was a child who tripped in the library.

Council contractors have reported nine accidents involving trips and falls (2), abrasions (1), muscle strain
(2) fractured fingers (1), minor traffic accidents (2) and equipment damage (1). The ten staff accidents
were for abrasions (1), suspected OOS (1), burns (2), minor traffic accidents (2), back pain (1) and trips
(3). None of these accidents required more than minor first aid treatment. Three members of the public
were involved in accidents in Council parks and reserves — a neck injury whilst wakeboarding, a near

drowning and a fall from a tree.

Council has already received a provisional report from a contractor for a relatively major accident in May.
This accident was sustained by a contractor working in a Council forest and involved an excavator rolling
onto its side. Fortunately there were no injuries. A full investigation and root cause analysis will be
undertaken and we have asked the contractor to notify WorkSafe.

2209.0
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Audits

The 58 audits completed during the period produced results of 76% green (score of above 89%) 17%
orange (score of 75% — 89%) and 7% red (score below 75%). There were no life threatening situations
that required immediate cessation of work. Notable common failings continue to be administrative
compliance such as staff training records and hazard reporting documents. We will endeavour to remedy
this through stronger communication of requirements prior to commencement of contract work, the new
requirement for prequalification through SiteWise and the SiteWise training workshop which contractors
have been invited to attend.

The audit of a subcontractor working under a main contractor produced a very low score, which identified
the need to communicate with our contractors about their requirement to pre-qualify subcontractors prior
to commencement of work.

We are currently in the process of identifying all Council buildings, which include numerous outbuildings

such as public toilets, for inclusion in annual property audits.
Violent Customer Training

Fearfree, a provider of customer conflict awareness training, ran half-day workshops in both the Dargaville
and Mangawhai offices which were attended by all customer service and library staff as well as other
customer facing employees. Separate full-day workshops were also held in Dargaville and Mangawhai for
field officers.

Health and Safety Communication

Health and safety communications continue to be broadcast via the Intranet as well as all employee emails.
The most recent communication related to heavy lifting.

Health and Safety Committee

The Health and Safety Committee meets every eight weeks and consists of 14 members made up of seven
trained health and safety representatives, five department representatives, a health and safety advisor and
a management representative. The Committee reviews incident and accident reports, employee
suggestions, draft policies and perceived or actual risks. As appropriate, recommendations are sent to the

executive team for consideration.
Defensive Driver Training

Over the next 12 months all frequent drivers will attend an advanced driving course with National Advanced
Drivers School. The objective of the course is to help develop an avoidance attitude, backed up with good
practical skills by placing them in emergency situations in a controlled environment at safe speeds. Nine

employees have already completed the course, with a further six booked for June and July.
Office Safety Training

Active Intervention Management Ltd conducted education seminars in Dargaville, Mangawhai and
Whangarei in May. The objective of the seminars was to help staff recognise and manage office safety
hazards, reduce the risk of injury, and learn how to avoid discomfort, pain and injury by doing stretches
and setting up their workstation correctly.

2209.0
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Site Safe Training

In June our building inspectors will attend a four-hour entry level course through Site Safe designed to
ensure everyone on site understands their health and safety responsibilities. This course introduces key
topics including how to keep yourself safe, understanding and controlling risk, as well as basic hazards

and legal requirements.

Contractor Accreditation Process

The Council contractor accreditation process has been updated to include SiteWise Health and Safety
Prequalification for all contractors undertaking medium to high risk work. SiteWise is a prequalification
system that grades a contractor’s health and safety capability and publishes that grade in a database that

can be viewed by Council.

Council will use SiteWise to make better-informed contractor selections, making the tendering process
simpler and more efficient for everyone involved. We will also support the growth and development of our
contractors in health and safety and do all that we can to help them achieve the highest standards. To this
end, we have arranged a free workshop for contractors in early June to help them meet our requirements

for health and safety policies and practices.

Asbestos Management Plan

Council is in the early stages of developing an Asbestos Management Plan which must be completed by
01 April 2018. We are currently obtaining quotes for a non-invasive survey of all Council buildings in an

attempt to identify the presence of any friable asbestos.

Northland Health and Safety Alliance Working Group

The Health & Safety Officers/Managers from each of the four Northland Councils (Far North District
Council, Whangarei District Council, Kaipara District Council and Northland Regional Council) meet
monthly to discuss incidents of note, share learnings and work collaboratively where it makes sense to do
so. Opportunities for further joint initiatives have been identified, including combined training opportunities,

policy discussions, sharing of information and provision of support for each other.

Attachments:
1 Accident and incident reporting for the period 01 January 2017 to 30 April 2017
2 Audit reporting for fixed and mobile works for the period 01 January 2017 to 30 April 2017
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Notes

Staff appear to be more inclined to report issues than in the previous year. All issues have been of a relatively minor nature.

The influx of visitors to Council-run campgrounds resulted in higher numbers of accidents and incidents reported in January.

Contractors are more confident with reporting their accidents and incidents and good reporting levels continue.
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Date Type Company Name Details of Accident Improvement to system

10/05/2017 Accident (Equipment Northland Forest Managers Contractor was using an excavator for tree Contractor is conducting a full investigation.

damage only) thinning. Worker used the machine for clearing |Contractor has been advised of the probable
a small side slope of debris. As they drove need to inform as natifiable incident to
across the slope the excavator slid sideways on [WorkSafe and relay confirmation of report to
the debris. The right-hand side of the machine |Council.
dug in to the ground causing the machine to tip
over onto its right hand side. Operator was
uninjured but taken for drug test.

4/05/2017 Accident (minor injury) KDC Staff Dargaville Offices Staff member came down from step ladder and [Staff member blamed them self for trying to
slipped on metal rail of the movable archiving get down from ladder to quickly. A review of
system. Twisted foot and fell hitting upper arm  |the ladders used has been recommended.
on the shelving, then landed on wrist. Suffered
strain and bruising

1/05/2017 Accident (minor injury) KDC Staff Mangawhai Staff member slipped on carpet and fell hitting a [No defect was found in either the carpet or
desk suffered suspected pulled muscles in back |the footwear of the staff member. It appears
and groin. Staff member has been asked to that it was just momentary inattention.
visit their GP if pain continues.

13/04/2017 Accident (equipment Broadspectrum (Construction) While setting up site to TMP, ute was pulled up |Reported to supervisor and taken for post-

damage only) suddenly, and sign stands in canopy fell striking [incident drug and alcohol test which proved
and breaking canopy rear window. Cleared negative.
broken glass, secured canopy latch.

10/04/2017 | Accident (non- injury) KDC Staff (Driving) Staff member had a peacock fly up and hit Staff member took the recommended action,
windscreen. No harm to staff member, peacock |having the good sense not to swerve. Staff
was killed by the impact with windscreen and made aware of the incident.
ladders/roof rack.

7/04/2017 Accident (equipment Broadspectrum (Road Maintenance) |Manager was attempting to find culvert outlet in |Reported fall to office.

damage only) long vegetation and fell into concealed outlet,
causing minor cut to hand from thorn bush and
tweaked right hamstring muscle. Checked self
over, fit to continue.
28/03/2017 Accident (non-injury) Kaipara Refuse Digger operator hit barriers at Dargaville No failure of the system was discovered,

transfer station and bent barriers. Accident
happened during opening hours.

accident attributed to operator error.
Operator interviewed regarding accident and
reminded to be more aware of the barriers.
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Date Type Company Name Details of Accident Improvement to system

21/03/2017 Accident (non- Injury) KDC Staff at NRC Office Staff member tripped heading upstairs at NRC [Staff member reported as own "clumsiness".
Offices Whangarei. Whilst trying to catch It is not believed that there is any failing in
balance their hand hit the wall bending the the design of the stairs. NRC's H&S
fingers back. Specialist was advised.

16/03/2017 Accident (Long term KDC Staff (Driving) Staff member experiencing back pain after long [Recommended stretches and exercise on a

discomfort) hours of driving for road inspections. Has pre |regular basis during the day. Department is
existing back complaint and has used an considering trialling a lumbar support.
improvised back support.

14/03/2016 | Accident (Professional | Broadspectrum (Road Maintenance) |Contractor working with road stabilising crew All staff have been alerted to the incident

medical treatment) attempting to start pump motor with the pull cord [and the need to keep work areas tidy and
when he hit his hand against a roller parked orderly with work areas clear of other
close by. He sustained two fractured fingers and |obstructions.
is in a hand splint on restricted duties.

13/03/2017 | Accident (Muscle strain) Recreational Services Contractor sustained minor back strain when Worker was found to have been working
building steps in a bush location. Strain was correctly and had warmed up as was
found to be slight and the contractor worked recommended. Worker has had lower back
light duties for the remainder of the week. problems in the past. Issue raised at next

health and safety meeting.

24/02/2017 Accident (Non Injury) KDC Staff (whilst driving) Staff member clipped vehicle wing mirror whilst [Individual is more conscious of the need to
reversing into parking space. Cracked plastic [use mirrors in addition to the camera.
around mirror. Staff member was relying solely
on the reversing camera without checking the
extremities in mirrors.

20/02/2017 Accident (First Aid) Kaipara Refuse Runner twisted ankle on loose gravel. Runner [Ways of lessening these slip / trip lower leg
has ankle support strapping to reduce the risk of|injuries is being investigated by contractor.
re-injury.

8/02/2017 Accident (Non Injury) Broadspectrum BRS staff member in ute was disestablishing Supervisor travelled to scene and took ute

road site including speed signage at end of day
on low volume rural road. He drove forward then
saw fast approaching truck around bend and
braked however could not avoid frontal impact
with rear wheel area of truck. No injuries to
drivers, no damage to truck, however BRS ute
sustained frontal impact damage/

driver for post incident drug and alcohol
testing which proved negative. No
improvement to system recommended.
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Date Type Company Name Details of Accident Improvement to system

2/02/2017 Accident (First Aid) Broadspectrum Waters contracted staff member removing Reported to Waters Contract Manager who
hydraulic hose from tilt bucket on excavator advised all the staff working on contract that
when applied extra effort to detach causing it to |gloves which are supplied must be worn
release forcefully under pressure jamming finger|when changing excavator buckets.
against sharp edge resulting in cut to finger tip
and finger nail. First aid kit used onsite,
assessed as not needing further medical
treatment.

26/01/2017 Accident KDC Staff Mangawhai Mangawhai staff member "burnt” finger on Sandwich press now removed from kitchen.
sandwich press/mini oven. No medical
treatment.

24/01/2017 Accident KDC Staff NTA Whangarei Staff member scalded on wrists by spilled Staff member was using thin paper towel
microwaved hot food at Roading Alliance rather than a thick cloth for carrying food
kitchen. Injury required first aid. Resulted in from microwave. Roading Alliance Manger
burns and blisters. will advise if any safety improvements are

possible in the kitchen.

19/01/2017 Accident KDC Staff NTA Whangarei Staff member experienced pain in wrist and Staff member has started to use the other
elbow whilst using computer mouse. Possible  [hand (left). Consideration is being given to
occupational overuse syndrome. ergonomic assessments of Council staff at

the NTA. Ergonomic vertical style mice are
available to staff on request.

18/01/2017 Accident KDC Staff Mangawhai Mangawhai staff member caught hip on fridge [Door to kitchen has been removed to
handle door whilst trying to let people out of improve flow. Staff have been advised to
kitchen. Received small cut to hip and bruise. make sure they are using the correct kitchen
Treated with first aid. for their area (3 available). Request for main

kitchen/staff rest area upgrade with
management.

13/01/2017 Accident Kaipara Refuse Staff member tripped on loose wire. Required  [Need to keep work areas tidy stressed to
minor first aid treatment. staff.

13/01/2017 Accident KDC Public Pahi Beach Holiday Park |Girl fell out of the fig tree while climbing. System for handling accidents is working
Rescue helicopter attended. well.

7/01/2017 Accident KDC Public Kai Iwi Lakes Man was rescued after getting into trouble in the |System for handling incidents at the lake
water. CPR was administered and the man was |has found to be sound. Procedure for
taken to hospital in a moderate condition. dealing with helicopter at the campground is
working well.
6/01/2017 Accident KDC Public Kai Iwi Lakes Visitor hurt neck whilst wakeboarding. Treated [System for handling incidents at the lake

at scene and taken by helicopter to Whangarei
Hospital for observation.

has found to be sound. Procedure for
dealing with helicopter at the campground is
working well.
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| Incident Details |

Date Type | Company Name | Details of Incident Any Improvements to System

1/05/2017 Incident KDC Staff Mangawhai Offices Three members of staff were threatened by angry customer. Customer used the |No failure was found on the part of the department. The quality of the
word "kill"* in their communication with one staff member. Customer is believed |customers application was found to be the issue. Violent customer policy
to have become aggravated at the time taken to respond for information on his |and procedures pending.
building consent.

26/04/2017 Incident KDC Staff Mangawhai Offices Staff member had there personal phone charger "burn out" when plugging in to [This is presently counted as an isolated incident with a personal rather
Council wall socket. Socket was suspected of being at fault, labelled and all than a Council issued charger.

staff informed. Electrician checked and confirmed that the fault must have been
with the charger. Label removed.

20/04/2017 Incident Contractors Broadspectrum (Waters) Contractor using trailered waterblaster on pipe blockage when control handle Unpredictable equipment failure.
broke off in operators hand. Used multigrips tool as replacement for lever to
complete job. Returned plant to depot and reported breakage for repair.

19/04/2017 Incident Contractors Broadspectrum (Waters) Contractor informed by police that two intruders were seen entering the None possible.
Dargaville Water treatment plant compound which is gated and locked. Staff
member went to site, liaised with police to check security of grounds, buildings
and chemical storage. Found no damage. Client - KDC notified.

14/04/2017 Incident Contractors Broadspectrum (Road Construction) |Plant check of trailered excavator found quick hitch bucket pin clip was missing |Staff reminded to report any damage sustained on items being returned
and pin had moved and bent. Contractor was able to repair to complete callout |to depot.
job and reported for later pin assessment

12/04/2017 Incident Contractors Broadspectrum (Waters) Contractor entered chamber to read water flow meter without first following Compliance failure was pointed out to waters staff on site and Branch
confined space procedure. Manager notified.

10/04/2017 Incident Contractors Kaipara Refuse Ltd Member of the public complained that a rubbish truck that was driving slowly had | Drivers reminded that indicators should be used along with the constant
pulled over to pick up rubbish without indicating. flashing lights.

10/04/2017 Incident Contractors Broadspectrum (Road Maintenance) |Transporter delivered a loader from site to the depot. When driving loader down |Supervisor notified.

transporter ramp the engine stopped as it was low on diesel. Driver restarted
loader and drove off ramp and immediately parked it for refuelling.

6/04/2017 Incident Contractors Broadspectrum (Waters) Contractor reading meters climbed over boundary fence into section as the gate |Staff made aware of the need to show caution around accessing

was locked, when a dog was seen approaching from the house. As he was
quickly leaving the property, the dog rushed at him and attempted to bite his leg.
Checked by manager, he was okay to continue duties.

properties.

3/04/2017 Incident Contractors Broadspectrum (Branch general)  |Contractors vehicle seen leaving depot towing trailer with trailer plug dragging on|Need to do final check before driving stressed to staff.
road. Immediately called up driver who stopped, was told of fault and was able to
rectify before any damage done.
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Date Type Company Name Details of Incident Any Improvements to System
28/02/2017 Incident Contractors Broadspectrum (Waters Contract) |Excavator working to repair waterline struck a Telecom cable which had been No dangerous voltages involved. Staff reminded of the common
located as per emergency works requirement. Notified supervisor and cable inaccuracy of cable locations.
repair organised.
24/03/2017 Incident Contractors Broadspectrum (Road Maintenance) |Contractors patching unsealed road potholes using aggregate from truck. Reported incident to supervisor who immediately travelled to site and
Approaching van came around a tight corner, lost control and crashed against  |checked site was safe and compliant, no issues found.
bank. Staff checked van driver was okay - no injury. Helped get van back on
road and it drove away.
16/03/2017 Incident Contractors Kaipara Refuse Ltd Rubbish truck runner was found to be jumping from truck before it had stopped |Runners and drivers reminded of the need to observe correct
moving. Runner was cautioned. procedures.
9/03/2017 Incident Contractors Broadspectrum (Roading Capital ~ [Contractors had laid string line on the road surface as passing vehicles Roading construction site covered by a TMP and speed restriction. No
Projects) approached. The first motorist driving through the roadworks braked suddenly |improvement to system given by contractor.
and was rear ended by the following car. First driver stated they were frightened
by the string line on the road surface
26/02/2017 Incident KDC Staff KDC Staff (campground) Angry man visited the campsite looking for night watch contractor. Contractor |Contractor has now completed his contract and moved off site. Police
was off site but was informed. Later that day (9:30 PM) the same man and 3 informed of this occurrence. Permanent campground staff are to take
others visited site asking for the contractor in an aggressive manner. Two days |the conflict avoidance training being arranged for frontline council staff.
later at about 7:30 PM 4 men were found banging on contractors caravan door
yelling for him to come out. Staff member informed them that the contractor was
not on site.
24/02/2017 Incident KDC Staff Dargaville Office KDC_ pool vehicles was discovered with expired WOF. Risk of driving a vehicle Automati_c alerts that WOF is near expiry. Monthly vehicle checks of the
that is not road legal and may be unsafe mechanically. pool vehicles are now in place.
Recreational Services Worker had near miss when a vehicle failed to give way correctly and worker Workers actions were correct, they were driving with enough care to stop
24/02/2017 Incident Contractors had to stop suddenly. Following vehicle nearly hit the rear of the contractor's when necessary. No improvement to system possible.
vehicle.
Broadspectrum Road site set up with temp traffic lights under TMP (Mangawhai Rd) when Improvement not easy due to the irrational behaviour of motoring public.
20/02/2017 Incident Contractors vghicle droye through ignoring lights on red. Workers attempted to manually _ StaffA are more aware of these events and the need for caution on all
signal to driver to stop however he carried on through. No danger to staff on site |roading sites.
and no plant operation affected.
20/02/2017 Incident Contractors Fulton Hogan Ltd Due to poor weather road was left for a protracted period after resealing and Contractor is investigating why signage was not inspected at the
sweeping but prior to new road markings being painted. STMS audit found recommended intervals.
failings in signage and alerted contractor.
20/02/2017 Incident Contractors Broadspectrum Road stabilising crew working under manual traffic controlled TMP (Baldrock Improvement not easy due to the irrational behaviour of motoring public.

Road) when a vehicle drove around traffic controller on STOP and continued
through the site.

Staff are more aware of these events and the need for caution on all
roading sites.
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Date Type Company Name Details of Incident Any Improvements to System
19/02/2017 Incident Contractors Data Collection Ltd Contractor undertaking survey of the road compaction had two separate Data Collection Ltd has engaged another traffic management company.
incidents of cars speeding past them whilst the road was under temporary traffic | They will submit a new traffic management plan, contractor will keep KDC
management. A complaint was made to the contracted STMS (Site Traffic management informed of the progress.
Management Supervisor). The contracted STMS gave a response that was not
in accord with good practice for traffic management.
16/02/2017 Incident Contractors Broadspectrum Patrol truck driver using truck mounted hoist to lift a plate compactor when lifting [ Truck mounted hoist being inspected to ascertain the cause.
strop broke causing compactor to drop to ground. Notified supervisor and
tagged out truck mounted hoist for assessment.
14/02/2017 Incident Contractors Broadspectrum Trailer came off ute tow ball while turning in depot. Worker informed manager Manager discussed with driver ensuring correct tow ball engagement
who inspected tow bar connection and attempted to physically repeat procedure. Trailer to workshop to assess.
disengagement but could not.
9/02/2017 Incident Contractors Recreational Services Worker was weed-eating and disturbed wasps nest in ground at Arapohue Nest has now been destroyed. Locating wasps nest is always difficult
Cemetery. Stung quite badly (about 17 times). He retreated to his truck. when working. Staff alerted and all showing caution.
Worker took the rest of the day off and treated himself with antihistamines.
7/02/2017 Incident Contractors Kaipara Refuse Ltd Member of the public backed trailer into barrier arms at Dargaville transfer Stronger barrier has now been installed.
station breaking post off and causing one barrier arm to swing around and hit the
rear window of a car parked beside him.
26/01/2017 Incident Contractors Recreational Services Contractor was driving along Moir Street, Mangawhai when a vehicle pulled out |In all the reported driving incidents staff were found to be driving
of Insley St causing the contractor to break and swerve out of the way. Two responsibly.
other more minor driving incidents were reported from this same company in
January.
23/01/2017 Incident Public Dargaville Public Library Child tripped on join in carpet Join has now been taped down.
22/01/2017 Incident Contractors Armourguard Contractor was shoulder-barged out of the way whilst issuing an infringement Investigation found that the contractor had not followed the correct
notice for parking at Mangawhai Heads. procedure and was not wearing full uniform when issuing the notice. This
may have led to confusion to the member of the public. As a result
contractor did not refer the incident to police.
18/01/2017 Incident Contractors Kaipara Refuse Ltd Verbal and physical abuse to staff member by member of public. Trespass notice issued to member of public.
16/01/2017 Incident Contractors Broadspectrum Manager arrived at site and observed two staff members placing out road cones |Manager discussed actions with staff told them "that it was never
while standing unsecured on rear chassis of flat deck ute which was being driven|acceptable to undertake a task in an unsafe manner and that we would
at slow speed along road site. rather a job took twice as long but was done correctly”. Reminded them
of the mandatory safety rules and SOP for moving vehicle and
harnessed work. Companywide safety alert issued and circulated to wider
contractor community.
9/01/2017 Incident Contractors Broadspectrum Employee was leaving office down rear steps when he grabbed hold of timber First aid treatment only. Handrail rectified.

veranda post and got a splinter in his thumb.
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Fixed Facilities Audits 1st 5 Months 2017

Audits Scores

Department | Facilities Name Undertaking Frequency | | Jan | Feb | March| April | May
Regulatory Whangarei Dog Pound Office and dog pound Yearly 100
Waters Maungaturoto Fresh Water Treatment 6 monthly 82
Waters Dargaville/ Baylys Fresh Water Treatment 6 monthly 96
Waters Ruawai Fresh Water Treatment 6 monthly 86
Waters Glinks Gully Fresh Water Treatment 6 monthly
Waters Glinks Gully Wastewater 6 monthly Due
Waters Kaiwaka Wastewater 6 monthly
Waters Maungaturoto Wastewater 6 monthly
Waters Te Kopuru Wastewater 6 monthly
Waters Dargaville Wastewater 6 monthly 93
Waters Mangawhai Wastewater Quarterly 100
Solid Waste Awakino Transfer Station Waste Transfer Station Quarterly 85 78
Solid Waste Hakaru Transfer Station Waste Transfer Station Quarterly Due
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Fixed Facilities Audit Detail 1st 5 Months 2017

| Date | Department | Location | Contractor | Score |Summary
May 17 V
| | I I IDetaiIs not available at date of report compilation
April 17 V
26/04/2017 | Solid Waste Awakino Kaipara Refuse 78 |Generally well run but issues with signage at the entrance and a safety barrier still to be resolved.
Transfer Station
5/04/2017 Waters Ruawai FWTP | BroadSpectrum 86 |Generally well run but a few failings such as tagging of electrical items and expired first aid provisions.
3/04/2017 Waters Dargaville BroadSpectrum 93 |Well run operation. The only failing discovered was signage at the entrance.
WWTP
March 17 V
8/03/2017 Waters Mangawhai Trility 100 (Detailed audit focusing on Personal Protective Equipment (PPE) found no discrepancies.
WWTP
February 17 Vv

23/02/2017 Waters Maungaturoto | BroadSpectrum 82 |Some inadequacies were discovered in labelling of the chlorine room, slip risk on the wooden stairs,
damage to the security fence and condition of the wind sock.

20/02/2017 |Regulatory Whangarei Armourguard 100 [Council works jointly with Whangarei District Council to run a dog pound in Whangarei using
Armourguard as the contractor. The contractor's representative was familiar with the necessary
administrative documents and could access elements of their system easily when required. The facilities
for staff were in good order and a system for high risk work well addressed. No failings were found.

20/02/2017 | Solid Waste | Hakaru Waste | Northland Waste C{OMN Hakaru transfer station is a small public waste tipping site serving the Mangawhai community. Good

Transfer practice was found in the prevention of falls around site but the site had failings in administrative
paperwork, operation and staff facilities.

14/02/2017 Waters Dargaville FWTP| BroadSpectrum 96 |Well run site with minor failings were found with provision for dealing with chemical leak. Wash-down
shower obstructed and no windsock to help determine any chemical wind drift direction.

January 17 V

26/01/2017 | Solid Waste | Awakino Road | Kaipara Refuse 85 |Site was being well run and was coping well with increased vehicle traffic. Failings were found in
electrical tagging of leads and equipment in use, staff training records and omissions from the site
signage.
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|Mobi|e Works Audits Summary First 5 Months 2017

[ Dept.| Date |  Contractor's Name | Task | Location | % [comments
MAY 2017 V
The work consists of cleaning roof with detergent wash. Access is via a trailer mounted mobile elevated work
(e} [S1598l platform MEWP (cherry picker). The work was found to have a number of omissions in the necessary safety
25/05/2017 Plumbing and Heating Ltd Roof wash and minor repairs KDC Offices Dargaville compliance documentation for work at this height and involving an MEWP
24/05/2017 BroadSpectrum Grading Operations Babylon Coast Road 88 [One man grading operation but no first aid kit and missing signage TW1 (Men at Work).
24/05/2017 Recreation Services Topping up cushion fall Ruawai Playground 91 g;cg.worksite. No hazard list onsite or assessed and recorded. First aid kit fully stocked but some items not in
23/05/2017 BroadSpectrum Site Benching Opanake Road 100 |Good tidy site. One licence and STMS qualification confirmed.
23/05/2017 BroadSpectrum Footpath preparation Liverpool Street Dargaville 97 [Well run operation only a minor failing of not having paperwork ready at start of audit.
18/05/2017 BroadSpectrum Culvert Replacement Batley Road 100 |Five workers on site. 3 staff operating machinery had licences confirmed.
15/05/2017 BroadSpectrum WT for HM site Arcadia Road 100 |Good site confirmation of licences from 2 contractors.
11/05/2017 BroadSpectrum Water tabling Omana Road 100 [Good compliant operation
10/05/2017 BroadSpectrum Heavy Metalling Houto Road 100 |5 workers present on site. Well run and up to our requirements
w ) ) . 95 A good generally tidy operation with only minor non compliance in spill provision and the condition of a home
2/05/2017 Downers Water mains pipe laying Montgomery Avenue owners driveway.
W . ) 88 Failin_gs with truck labelling, CSE_trippd, harness condition .and restraint of compressor unions. High viz vests
2/05/2017 Interflow Drainage Lateral Sealing Parore Street showing a little too much contamination for work on a roading site. (see expanded report for detail)
Average Score May » 92
April 2017 ¥
28/04/2017 Recreation Services Mowing Old Mt Wesley Cemetery 100 |No issues mower in good condition and serviced.
28/04/2017 Recreation Services Installing new concrete berms Mt Wesley cemetery 100 Site neat and tidy, plenty of room for pedestrians to get around site. Discussion with contractors to ensure site is
left in a safe manner when todays work completed.
27/04/2017 Shane Cullen Contracting Vehicle crossing Cames Road Mangawhai Smaller contracto_r unfam_iliar vyith thffa req_uirements_of th_e aL_Jdit, many failings with administrative paperwork,
emergency planning, expired fire extinguisher and first aid Kit.
27/04/2017 BroadSpectrum Heavy Metal Build Up Avoca Road 97 |Well run site licences confirmed for 5 workers. Water was the only provision to clean up after tasks, no soap.
27/04/2017 BroadSpectrum Footpath Replacement Gorge Road 100 |Really good site.
27/04/2017 BroadSpectrum Site Benching Opanake Road 97 |[Generally good but no provision for workers to clean up after tasks.
26/04/2017 Kaipara Refuse Kerbside Collection Dargaville 95 [Good operation conforming to all requirements other that having a documented hazard register on-board.
18/04/2017 BroadSpectrum Slip Repair Bull Road 100 |Good site licences confirmed for 2 operators.
13/04/2017 Rintoul Civil Rock Spalls Retaining Walls Arapohue Road 93 [Good site but spill kit not on site and first aid kits have no expiry information.
11/04/2017 BroadSpectrum Water Tabling Omana Road 100 |Well run site with no non compliance issues.
11/04/2017 BroadSpectrum Assoc Improvements Houto Road 97 [No information of the issue date or expiry of first aid provisions in vehicles.
w 3/04/2017 Crew Cut Mowing Dargaville WWTP Contractor had failed to fully fix the roll bar on mower as required for sloping and uneven ground. Additionally
required documentation for hazard & risk processing, site inspection, and emergency inspections was absent.
Average Score April » 90
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March 2017 ¥

29/03/2017 BroadSpectrum Heavy metal site Avoca Road 100 |All good and compliant.
28/03/2017 BroadSpectrum Rip rap Bagnal Road 100 |Fully compliant site, licences confirmed for 2 staff.
28/03/2017 BroadSpectrum Footpath Construction Logan Street 97 |[Reverse beeper not working on hired digger otherwise compliant site.
27/03/2017 BroadSpectrum Mulching of dump site Houto Road 94 [Failings with site documentation and provision for workers to clean up.
24/03/2017 BroadSpectrum Clearing head of culvert Oneriri / Pukenui Roads 97 |Tidy operation. COF for 2 vehicles confirmed. Workers had insufficient provision to clean up after tasks.
23/03/2017 Recreation Services Mowing Taha Awa Gardens 100 |No issues mower in good condition and serviced.
21/03/2017 BroadSpectrum Footpaths Ruawai 100 |Good operation. Drivers licences confirmed for 3 workers.
17/03/2017 BroadSpectrum Culvert Bull Road 100 |Good well run site.
15/03/2017 BroadSpectrum Grading Operations Maropiu Road 96 |Good site only one road sign missing and possibility of poor cell service could create lone worker risk.
10/03/2017 Recreation Services Application of garden muich KDC Office Dargaville 100 |Good fully compliant operation.
Good well run operation, scaffolding subcontracted to certified scaffolder. 2 minor failings in compliance 1.
. . . . . Glazers not wearing gloves or glove for hacking out old putty, common resistance to hand protection not without
© 2/03/2017 Window and Door Services Replacing glass on second floor Dargaville Offices e merit. Recommend?ag trying Nigga style glove |?1 non har&mir hand. 2. Scaffold not fitted vsith toe boards, good
practice guidelines states they "should be fitted".
Average Score March » | 97
February 2017 V
27/02/2017 BroadSpectrum Water Tabling Browns Road 97 |Good operation but no provision for workers to wash hands.
23/02/2017 BroadSpectrum Tree removal Valley Road 100 |Everything up to audit standard.
21/02/2017 Harrisons Contractors New Culvert Arapohue Road 86 |Failings in spill provision, flashing beacons, first aid kit and TMP.
20/02/2017 United Civil Water main Baylys Coast Road 77 |Contractor had failings in having the necessary paperwork on site at the time and expired first aid kit.
14/02/2017 Recreation Services Sanding toilet block Alamar Crescent, Mangawhai | 100 |Site well restricted from public access, clean and tidy.
Heads
13/02/2017 BroadSpectrum Dig outs Baldrock Road 100 |One vehicle did not have generic TMP book but this was present in the other vehicle.
8/02/2017 BroadSpectrum Site Visibility Houto Road 100 |Good site, have asked that first aid kits have expiry date marked.
2/02/2017 BroadSpectrum Intersection Improvements Wahue / Parore West Int 100 [1 minor issue with flashing beacon, this was resolved once pointed out to contractor.
Average Score February » 95
January 2017 V
31/01/2017 BroadSpectrum W.T. Pip Rap' Baldrock Road 94 Quiet reversing beeper on digggr, failur'e to have site qo.cumentaltion immediately to hand. Additionally
recommended workers have toilet on site, currently driving to Kaiwaka.
26/01/2017 BroadSpectrum Rehab Mangawhai Road 97 |One packed of wound pads were expired in 1st aid kit (8/2016)
24/01/2017 BroadSpectrum Culvert Replacement Black Swamp Rd 100 |Good well run site.
Tidy site but no system for checking hired plant, generic plant checklist recommended. No hazard list for work to
24/01/2017 Recreation Services Installing Bollards Memorial Park 86 |show hazards and controls specific to work. Driver was not in possession of wheels tracks rollers licence as the
work is next to the road corridor it is desirable that this proof of competence is held.
16/01/2017 BroadSpectrum Water Tabling Parore West Road 100 |Tidy operation
12/01/2017 BroadSpectrum Wet, grade, roll Settlement Road 100 |Tidy site
W 12/01/2017 United Civil Thrusting Baylys Beach Road 96 |Good compliance but first aid kit was ladled as being out of date. Contractor to investigate.
Average Score January »| 96
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4 Public Excluded Audit, Risk & Finance Committee Agenda Items 12 June 2017

Recommended

That the public be excluded from the following part of the proceedings of this meeting, namely

Risk Register

Contract Monitoring and Reporting: Infrastructure, Community and Regulatory

The general subject matter of each matter to be considered while the public is excluded, the

reasons for passing this resolution in relation to each matter and the specific grounds under

Section 48 (1) of the Local Government Official Information and Meetings Act, 1987 for the

passing of this resolution are as follows:

General subject of each
matter to be considered:

Risk Register

Contract Monitoring and

Reporting: Infrastructure,

Community and

Regulatory

SM:

Reason for passing this
resolution
Section 7(2)(g) maintain legal

professional privilege

Section 7(2)(i) enable any
authority holding the information
to carry on, without prejudice or
disadvantage negotiations
(including commercial and

industrial negotiations).

Section 7(2)(g) maintain legal

professional privilege

Section 7(2)(i) enable any
authority holding the information
to carry on, without prejudice or
disadvantage negotiations
(including commercial and

industrial negotiations).

180

Ground(s) under Section 48 (1)
for the passing this resolution:
Section 48(1)(a) That the public
conduct of the whole or the
relevant part of the proceedings
of the meeting would be likely to
result in the disclosure of
information for which good
reason for withholding would

exist.

Section 48(1)(a) That the public
conduct of the whole or the
relevant part of the proceedings
of the meeting would be likely to
result in the disclosure of
information for which good
reason for withholding would

exist.
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SM:

Recommended

That the meeting returns to Open meeting.

@@
KAIPARA

DISTRICT

1610.05

A&R Agenda 12 June 2017 PEX



@@
KAIPARA

DISTRICT

Open Agenda Audit, Risk and Finance Committee: 12 June 2017

Recommended

That the public be re-admitted to the meeting and resolutions made whilst in Public Excluded,
be confirmed in Open meeting.

Closure

Kaipara District Council

Dargaville

SM:

1610.05

A&R Agenda 12 June 2017 PEX



	Insert from: "H&S Report 1st 5 Months 2017 - Att 1.pdf"
	H&S Report 1st 5 Months 2017 1.pdf
	H&S Report 1st 5 Months 2017 2.pdf
	H&S Report 1st 5 Months 2017 3.pdf
	H&S Report 1st 5 Months 2017 4.pdf
	H&S Report 1st 5 Months 2017 5.pdf

	Insert from: "H&S Report 1st 5 Months 2017 - Att 2.pdf"
	H&S Report 1st 5 Months 2017 1.pdf
	H&S Report 1st 5 Months 2017 2.pdf
	H&S Report 1st 5 Months 2017 3.pdf
	H&S Report 1st 5 Months 2017 4.pdf
	H&S Report 1st 5 Months 2017 5.pdf


