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3 CONFIRMATION OF PREVIOUS MEETING MINUTES 

3.1 PUBLIC MINUTES OF THE PERFORMANCE, AUDIT AND RISK COMMITTEE MEETING 
HELD ON 26 JULY 2022 

Author: Ainslee Hooper, Governance and Policy Advisor 
Authoriser: Lisa Baillie, People and Transformation Group Manager    
Attachments: 1. Public Minutes of the Performance, Audit and Risk Committee 

Meeting held on 26 July 2022    
  

RECOMMENDATION 
That the Performance, Audit and Risk Committee confirms the Public Minutes of the Performance, 
Audit and Risk Committee Meeting held on 26 July 2022, as circulated, as a true and correct record 
of that meeting. 
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UNCONFIRMED MINUTES 
OF THE PERFORMANCE, AUDIT AND RISK COMMITTEE MEETING 

HELD IN THE COUNCIL CHAMBER, THIRD FLOOR, 
OFFICE OF THE WAITAKI DISTRICT COUNCIL, 20 THAMES STREET, OAMARU 

AND VIA ZOOM VIDEO-CONFERENCE 
ON TUESDAY, 26 JULY 2022 AT 9.00AM 

 
PRESENT: Cr Colin Wollstein (Chair), Mr Simon Neale (Associate Chair), Cr Hana Halalele, 

Cr Jeremy Holding, Cr Jim Hopkins, and Cr Bill Kingan 
APOLOGIES: Cr Guy Percival and Mayor Gary Kircher 
IN ATTENDANCE:   Cr Kelli Williams 
 Paul Hope (Finance and Corporate Development Group Manager and Acting 

Assets Group Manager) (via Zoom) 
 Ainslee Hooper (Governance and Policy Advisor) 

IN ATTENDANCE FOR SPECIFIC AGENDA ITEMS:  
 Ian Wells (Accounting Manager) 
 Amelia Lines (Risk and Procurement Advisor) 
 Audit New Zealand Director Rudie Tomlinson (via Zoom from 9.30am) 
 Audit New Zealand Manager Jenna Hills (via Zoom from 9.30am)  
  
    

MEETING OPEN 

The Chair declared the meeting open at 9.00am and welcomed everyone present.  He sought and 
received confirmation from the Governance Advisor that a quorum of members had been reached 
to enable the meeting to proceed. 

1 APOLOGIES  

RESOLVED  PAR 2022/036  
Moved: Cr Jeremy Holding 
Seconded: Cr Jim Hopkins 
That the apologies received from Cr Guy Percival and Mayor Gary Kircher be accepted. 

CARRIED 

 

2 DECLARATIONS OF INTEREST  

There were no declarations of interest. 
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3 CONFIRMATION OF PREVIOUS MEETING MINUTES 

3.1 PUBLIC MINUTES OF THE PERFORMANCE, AUDIT AND RISK COMMITTEE 
MEETING HELD ON 14 JUNE 2022 

RESOLVED  PAR 2022/037  
Moved: Cr Jim Hopkins 
Seconded: Cr Hana Halalele 
That the Performance, Audit and Risk Committee confirms the Public Minutes of the Performance, 
Audit and Risk Committee Meeting held on 14 June 2022, as circulated, as a true and correct 
record of that meeting. 

CARRIED 
 

4 MEMORANDUM REPORTS 

4.1 FINANCIAL SUMMARY AND OVERVIEW - PROJECTED FOR YEAR ENDED 30 JUNE 
2022 

The report, as circulated, presented a high-level summary of Council’s projected financial 
performance for the year ended 30 June 2022. This information is based on actual results to date 
and estimates of items yet to be finalised, and may be expected to change, possibly materially. 
The dividend from Whitestone Contracting Limited was highlighted as being lower than in previous 
years and it was suggested that Council was not obliged to simply accept it.  Group Manager Paul 
Hope advised that the dividend amount was in accordance with the dividend policy that was set 
out in the company’s Statement of Intent and a direct reflection of the results achieved in FY 2021.  
The FY 2022 results had not yet been announced.  In addition, whilst other Councils may require 
a specific amount to be paid as a dividend by their CCOs, for Waitaki District Council to reject the 
amount and request more would constitute a major variance from past practice.  This advice was 
acknowledged. 
During discussion on costs, it was noted that departments have different interpretations about 
what constitutes a ‘consultant’ and a ‘contractor’; some use the term interchangeably, others do 
not.  The over-expenditure and under-expenditure in those two categories reflected those 
differences.  However, if the totals were combined, then actual expenditure was around $1M 
under-budget.  It was also noted that payments for external services were higher in some areas 
(regulatory, planning and building consent work, for example) because they were for essential 
specialist advice or assistance.  The over-expenditure in the Three Waters area had been 
incentivised by the receipt of the Tranche One funding. 
It was suggested that there was a consistent trend that budgets were not being met, and that 
highlighted a need to prune back what could be done each year or find other ways to accelerate 
projects in order to address the capacity issues.  It was noted that budget workshops and the 2024 
LTP process would provide further opportunities to elected members to give further thought to 
prioritisation of projects going forward.  It was also highlighted that capacity issues were not solely 
a problem for Council, as it had been an unusual year also for restricted capacity of external 
contractors, which had impacted work in the roading and parks and reserves areas especially.  
Group Manager Paul Hope also advised that there would need to be a serious review of Council’s 
capacity and that of external service providers in the near future, so that reporting could address 
the impacts of such trends. 
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In response to questions, Accounting Manager Ian Wells briefed the meeting on the 
valuation/revaluation processes, and the Audit requirements.  It was highlighted that revaluations 
may be required more than every three years now, if there is a material change in values.  Roading 
could require another revaluation as a result of price increases in that area of the marketplace. 
Brief discussion on the non-trading loss associated with leaving pipes in the ground when a section 
of pipework is replaced clarified that this resulted in the asset having reached the end of its life for 
accounting purposes as it was no longer providing a service. 

RESOLVED  PAR 2022/038  
Moved: Cr Jim Hopkins 
Seconded: Cr Jeremy Holding 
That the Performance, Audit and Risk Committee receives and notes the information. 

CARRIED 
 
The Chair directed the meeting forward to agenda item 4.3. 
 

4.3 AUDIT NEW ZEALAND AUDIT PLAN AND FEE 

The report, as circulated, attached for discussion the Audit New Zealand Audit Plan in relation to 
the Annual Report audit process for FY 2021/2022. 
Audit New Zealand Director Rudie Tomlinson and Manager Jenna Hills joined the meeting via 
Zoom for this agenda item.  Director Tomlinson briefed the Committee on key aspects of the audit, 
including the revaluation of land and buildings (a complex exercise, that could be expected to 
show a significant uplift in values since the valuation was last done in 2019); fair value 
assessments (depending on the uplift in values, a full revaluation may need to be done – roading 
in particular and also three waters could be factors here); impairment of equipment (eg 
management assessment of assets that may have been impaired (eg damaged by flooding, 
earthquakes); and group consolidation.  
Regarding group consolidation, Director Tomlinson advised the Committee that the Board of 
WDHSL has decided not to sign the engagement letter with Audit New Zealand for the 2022 audit, 
and they will not approve the Audit plan, either.  The worst-case scenario from that would be that 
WDHSL may choose not to consolidate the Observatory Village (OV) group.  That would lead to 
a qualified opinion for WDHSL, which would in turn flow up to Council – it could be expected that 
Council will need to consider deconsolidating the OV group and the Council’s accounts will be 
qualified as well.  The matter has been sent back to the Office of the Auditor-General’s (OAG) 
legal team to identify the options available.  No response has yet been received but the Director 
would keep Mr Hope and the team appraised as the process continues. 
The implementation of the P2P (procurement) system in April 2022 would mean that two systems 
would be audited – up to the change at the end of April and again for the new P2P up to the end 
of FY 2022.  If the implementation were properly conducted, the necessary controls would have 
been put in place and that would mean that, for FY 2023, the Audit team could start to rely on 
those controls in the expenditure area which would reduce the amount of auditing that would need 
to be done. 
In response to a question about the risk of a fair value assessment requiring a full revaluation, 
Director Tomlinson identified roading and waters as areas that could fall into this category, given 
valuations that had already been performed elsewhere in the country had shown increases of 100-
200% in values.  Of those two, roading was where Audit expected a revaluation would be required.  
It was clarified that a value (rather than a percentage) was required as a fair value assessment 
threshold for significant variance and whilst Audit’s materiality for assets in total would be around 
$104M - $105M, it did not expect Council’s materiality to be that high.  It is an internal decision 
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because it affects depreciation.  Director Tomlinson offered to make some enquiries about 
examples from other councils, which was accepted by the Chair. 
ACTION:  Audit New Zealand, in liaison with Group Manager Paul Hope 
There was further discussion on the qualified audit that could arise as a result of the WDHSL 
decision not to sign for reporting for the OV group when it did not have control over that group.  
Director Tomlinson advised that the OAG had ruled in response to representations from Council 
and OV, they had confirmed that the status quo would remain.  In responses to questions around 
the implications of Council receiving a qualified audit, Mr Hope advised that any such qualification 
would be reported to Parliament as part of the Auditor-General’s report on the annual reporting 
round.  A new matter in the process for Council would be the need to have a discussion with the 
LGFA to see if it had any concerns.  Given that it is a technical qualification and nothing to do with 
Council itself but instead all about the group (and the LGFA lends to Council, not the group), he 
did not believe the LGFA would be particularly concerned.  Council’s credit rating would not be 
harmed.  Reputation and the matter being raised in Parliament would be the key concerns. 
Director Tomlinson added that the qualification would likely mirror the one Council received in 
2019 when this issue was first raised.  It did not have any impact on Council, because it was a 
group matter.  The concern he had would be for the directors of WDHSL, because – under the 
Act, non-compliance with accounting standards is a serious matter.  It was noted that the Directors 
of WDHSL would be exposed, whether they chose to sign for reporting for the OV group or not.  
This was acknowledged. 
It was suggested that the OAG’s position could perhaps be challenged in court, given that it would 
have an adverse impact on Council.  Asked for comment, Mr Hope commented that an initial 
consideration of that had identified the difficulty of finding a venue for such a matter to be heard, 
because it is not a legal matter but rather an interpretation of an accounting standard.  There was 
no Minister to whom the matter could be referred because the Auditor-General is an officer of 
Parliament and was not accountable to a Minister.  He is an independent officer with some strong 
discretionary powers.  Council would continue to look into the options and there were other options 
that have not yet been discussed with Audit.  However, once they had been, another report to a 
future Committee meeting would detail the options available to Council.  Mr Hope acknowledged 
that this was a challenging matter for everyone involved.  The Chair thanked Mr Hope for his 
advice and comments. 
When asked if he were confident that additional hours would not be required for the 2022 audit, 
as they had been in some previous years, Director Tomlinson advised that he was not confident, 
but a cap had been placed on extra hours for audits in 2021 and 2022, due to distortions in the 
actual hours being affected by COVID amongst other factors.  The only way that the fee would 
increase in 2022 from that stated in the 2021 letter attached to the report would be if there was 
more audit work to be done (eg to audit another revaluation if a fair value assessment resulted in 
a material difference that met the agree threshold).  Other potential options for fee increases would 
be related to any additional work required to audit the P2P, or on the qualified opinion and 
deconsolidation.  Other than that, the actual hours for the audit would not be a factor in the 2022 
fee. 
There was brief discussion about a fraud risk questionnaire and/or direct discussion with the 
Committee and/or Council, and the timeframe allowed for the audit.  On the latter, Director 
Tomlinson advised that his team could only commit to the statutory deadline of having the draft 
financial statements available by 30 September, with the Audit Opinion availability “to be 
confirmed” but not later than 21 December 2022.  It was important that the OV consolidation issue 
is resolved as soon as possible because that would make a material difference in the time 
allocated to the audit. 
The Chair thanked the Audit Director and Manager for their participation in the meeting and their 
answers and comments in response to elected members’ questions.  
Audit New Zealand representatives left the online meeting. 

  



PERFORMANCE, AUDIT AND RISK COMMITTEE 
MEETING UNCONFIRMED MINUTES 

26 JULY 2022 

 

Page 11 

RESOLVED  PAR 2022/039  
Moved: Cr Jim Hopkins 
Seconded: Cr Jeremy Holding 
That the Performance, Audit and Risk Committee receives and notes the information. 

CARRIED 
 
 
The Chair directed the meeting back to Agenda Item 4.2. 
 

4.2 STRATEGIC RISK UPDATE 

The report, as circulated, presented the updated Waitaki District Council Strategic Risk Register 
to the Performance, Audit and Risk Committee. 
Risk and Procurement Advisor Amelia Lines spoke to the report and highlighted (i) the change to 
the COVID disruption risk to focus on changes to alert levels or emergence of new variants rather 
than the previous focus on lockdowns; (ii) the increased risk (to number 3 in the register) of default 
from a borrowing entity; and (iii) the continued top risk related to the roading maintenance contract 
(which was expected to reduce as that contract is agreed in the coming weeks).  Mrs Lines also 
advised that, in an ideal world, the risks with an orange residual risk rating (right-hand column) 
are, by their very nature, influenced by external risks over which Council has no control. 
The methodology used to adjust the impact rating to 7 of the roading maintenance contract, which 
is the highest risk on the register, was queried.  Mrs Lines referenced the bottom descriptor in the 
“Major” (ie 7 score) table under ‘Financial’ and the lower threshold figures stated within the 
applicable range which were of relevance.  A further query was raised about why the higher cost 
level was ‘unbudgeted’ when higher prices for the contract had already been acknowledged and 
built into the new tender.  In response, officers advised that the rating reflected the wider sector 
results that some councils were seeing.  Whilst an allowance for a reasonably significance 
increase had been made by our Council, the final outcome was still not yet known so the risk 
remained high and was continuing to be brought to Council so that they could be kept informed of 
the worst-case scenario and the likelihood.  It was hoped that the risk level for this matter would 
drop very significantly over the next few weeks as the tender process was implemented.  However, 
the Tender Evaluation Team had not yet met, and it was important for elected members to not 
lose sight of the potential for Council needing to make some mitigating decisions. 
A separate request was made for a better evaluation of risks at the governance level, based on a 
view that the register remained “very operational” and without an overall governance framework.  
Mrs Lines acknowledged this and advised that a new framework was in development.  It would be 
used to report the risk register to the next PAR Committee Meeting, and training in how to use it 
to help make decisions would be provided.  The Chair acknowledged that work in progress. 
Concern was raised that there was still nothing about climate change featuring on the risk register, 
especially given the weather events of recent weeks.  Mrs Lines commented that she too believed 
it was a ‘glaring omission’ and that climate change would be added as it was developed into more 
of a strategic register. 
It was suggested that a political element should be added to the register. It was noted that, whether 
there were elections, changes in directions, or an elected member was causing damage in some 
realm or another for whatever reason, politics could generate risk and have an impact because it 
was a very real element in the world of local government.  Mrs Lines said she had noted it for 
consideration to be added. 
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RESOLVED  PAR 2022/040  
Moved: Cr Jim Hopkins 
Seconded: Mr Simon Neale 
That the Performance, Audit and Risk Committee receives and notes the information. 

CARRIED 
 
 

5 MEETING CLOSE 

 
There being no further business, the Chair declared the meeting closed at 10.20am. 
 
TO BE CONFIRMED at the Performance, Audit and Risk Committee Meeting 
to be held on Tuesday, 23 August 2022. 
 
 
 
................................................... 
CHAIRPERSON 
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4 MEMORANDUM REPORTS 

4.1 FINANCIAL REPORT FOR THE 2021-22 FINANCIAL YEAR 

Author: Ian Wells, Accounting Manager 
Authoriser: Paul Hope, Finance and Corporate Development Group Manager    
Attachments: 1. Treasury Report for the 2021-22 Financial Year   

2. Bancorp Waitaki DC Treasury Report June 2022   
3. Interpretation of Terms used in the Bancorp Treasury Report    
 
 

  

RECOMMENDATION 
That the Performance, Audit and Risk Committee receives and notes the information. 
 

 
PURPOSE 
The report is primarily focused on Treasury activities for the 2021-22 financial year and includes the 
separate Treasury Report as at 30 June 2022 provided by Bancorp, and guidance aimed at assisting 
in interpreting elements of that report 
 
COMMENTARY 
An update on the 2022 operating result has not been included. The Committee reviewed and 
discussed projected operating results for the 2021-22 financial year at its meeting on 26 July 2022, 
and there has been no material change to those numbers. Officers continue their work aimed at 
providing a completed Annual Report document for audit, at which time a draft will be provided for 
elected members’ information. 
For the same reason, details of internal loans, special reserves and separate rate account balances 
are not provided, simply because these have not yet been finalized for the year. 
The focus of this report is on the Treasury activity, and its purpose is to present to the Committee 
both the year end position and outline actions that have led to the current position. 
The Bancorp report details Council’s position at 30 June in relation to borrowings and presents this 
information in the context of the wider economy. 
  
Bancorp is currently preparing reports for Council relating to 

• Identifying and managing the “gap” between interest charged by Council to external borrowers 
and interest paid by Council on funds required to provide those advances 

• Proposing a long-term strategy for managing Council’s borrowings from the LGFA, particularly 
in light of the uncertainty surrounding aspects of the proposed 3 Water Reforms 

 
Members of the Committee have, at previous meetings, sometimes expressed confusion about some 
of the information presented in the Bancorp report. For that reason, Attachment 3 to this report is an 
attempt to clarify certain terms used in the Bancorp report, and the purpose for some of the tables 
that are included. 
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5 RESOLUTION TO EXCLUDE THE PUBLIC  

RECOMMENDATION 
That the public be excluded from the following parts of the proceedings of this meeting. 
The general subject matter of each matter to be considered while the public is excluded, the reason 
for passing this resolution in relation to each matter, and the specific grounds under section 48 of 
the Local Government Official Information and Meetings Act 1987 for the passing of this resolution 
are as follows: 

General subject of each matter 
to be considered 

Reason for passing this 
resolution in relation to each 
matter 

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

6.1 - Debtors' Report - 2022, 
Fourth Quarter PE 

s7(2)(a) - the withholding of the 
information is necessary to 
protect the privacy of natural 
persons, including that of 
deceased natural persons 

s48(1)(a)(i) - the public conduct 
of the relevant part of the 
proceedings of the meeting would 
be likely to result in the disclosure 
of information for which good 
reason for withholding would 
exist under section 6 or section 7 

6.2 - Accounts Payable 
Analysis - 2022 full year PE 

s7(2)(a) - the withholding of the 
information is necessary to 
protect the privacy of natural 
persons, including that of 
deceased natural persons 

s7(2)(b)(ii) - the withholding of the 
information is necessary to 
protect information where the 
making available of the 
information would be likely 
unreasonably to prejudice the 
commercial position of the person 
who supplied or who is the 
subject of the information 

s7(2)(h) - the withholding of the 
information is necessary to 
enable Council to carry out, 
without prejudice or 
disadvantage, commercial 
activities 

s48(1)(a)(i) - the public conduct 
of the relevant part of the 
proceedings of the meeting would 
be likely to result in the disclosure 
of information for which good 
reason for withholding would 
exist under section 6 or section 7 
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6 PUBLIC EXCLUDED SECTION  
     
7 RESOLUTION TO RETURN TO THE PUBLIC MEETING 

RECOMMENDATION 
That the Performance, Audit and Risk Committee resumes in open meeting and decisions made in 
public excluded session are confirmed and made public as and when required and considered. 

 

 

8 RELEASE OF PUBLIC EXCLUDED INFORMATION 

In accordance with Waitaki District Council Standing Orders, and pursuant to resolutions in 
the public excluded session of the meeting, any previously public excluded information that 
the Performance, Audit and Risk Committee decides to release will be included under this 
agenda item in the Public Minutes of this meeting. 

 

9 MEETING CLOSE 
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