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TERMS OF REFERENCE FOR THE 

ŌTOROHANGA DISTRICT COUNCIL RISK AND ASSURANCE COMMITTEE 

FOR THE 2019-22 TRIENNIUM 

1. ESTABLISHMENT 
 

This document establishes the responsibilities and explains the role of the Risk and Assurance Committee 
within Council. 

 
2. OBJECTIVES 

 
The general objective of the Risk and Assurance Committee is to assist and advise the Ōtorohanga District 
Council in its responsibility and ownership for risk management, Councils control and compliance framework, 
and its external accountability and responsibilities. 
 
Specific objectives are to: 

 Recommend to Council an appropriate risk management strategy and monitor the effectiveness of 
that strategy, including the advancement of any projects or programmes of work focussing on the 
appropriate management of risk. 

 

 Monitor the Council’s audit process and the resolution of any issues that are raised. 
 

 Assist in any investigation of potentially inappropriate actions by Council staff or elected members, 
specifically any allegations of fraudulent activity, bribery or corruption. 

 

 Monitor compliance with laws and regulations 
 

 Oversee the preparation of and review key formal external accountability documents such as the 
Long-Term Plan, Annual Plan and the Annual Report in order to provide advice and recommendation 
in respect to the integrity and appropriateness of the documents and disclosures made. 

 

 Provide a forum for communication between management, auditors and the governance level of 
Council specifically on matters relating to risk and assurance. 

 

 Ensure the independence and effectiveness of Council’s internal audit process. 
 

 Monitor existing corporate policies and recommend new corporate policies to prohibit unethical, 
questionable or illegal activities 

 

 Support measures to improve management performance and internal controls 

  



3. MEMBERSHIP 
 
The committee will be appointed by resolution and shall comprise of no greater than four members including His 
Worship the Mayor as an ex-officio member with full membership and voting rights. 
To perform their role effectively, each Committee member must develop and maintain their skills and knowledge, 
including an understanding of the committee’s responsibilities, and of the Council’s business, operations and risks.  
The Chair of the Committee shall be an external appointee. 
The Chief Executive, Group Manager Corporate and Finance Manager shall attend all meetings in a key advisory 
capacity but are not members and have no voting rights. Other Council officers may be required to attend the 
Committee meetings as required. 
Members will be appointed at the commencement of each triennium term of Council. 
 

4. RESPONSIBILITIES 
 

Audit and External Accountability 
 

 Engage with Council’s auditors regarding the audit work programme and agree the terms and 
arrangements of the audit. 

 

 Oversee the preparation of and review key formal external accountability documents such as the Long-
term Plan and the Annual Report in order to provide advice and recommendation to Council in respect of 
the appropriateness of the documents and disclosures made. 
 

 To recommend the adoption of the Annual Report and the approval of the Summary Annual Report to 
Council. 
 

 Review of the effectiveness of the annual audit and Long-term Plan audit 
 

 Monitor management response to audit reports and the extent to which audit recommendations 
concerning internal accounting controls and other matters are implemented. 
 

Risk Management 
 

 Review the risk management framework, and associated strategy policy and procedure to ensure they are 
current, comprehensive and appropriate for effective identification and management of Council’s financial 
and business risk, including fraud. 

 

 Assist Council with determining ‘risk appetite’ 
 

 Review the effectiveness of Council’s risk management framework and internal control systems 
 

 Review risk management reporting on a quarterly basis 
 

Other Matters 
 

 Review the effectiveness of the system for monitoring Council’s compliance with relevant laws, regulations 
and associated government policies. 

 

 Review the systems and processes that Council has in place to prevent fraud, bribery and corruption, and 
assist in any investigations related to these matters 
 

 Review whether a sound and effective approach has been followed in establishing Council’s business 
continuity planning arrangements 
 

 Review the development of the financial strategy and the infrastructure strategy as required by the long-
term plan 
 



 Engage with auditors on any specific one-off audit assignments 
 

 Consider matters referred to the committee by the Chief Executive, Council or other Council committees 
 

 
5. MEETINGS, RECORDS AND REPORTING STRUCTURE 

 

 The committee will meet at least four times in each financial year 
 

 The Group Manager Corporate will be responsible for the preparation of the meeting agendas and will 
oversee the preparation of any reports for the committee and the minutes of the committee meetings 
 

 A quorum consists of two members 
 

 A report of the key matters of discussion of each meeting of the Committee will be made to the next 
Council meeting and accompanied by the draft minutes of the meeting 
 

DELEGATIONS 
 
The committee has no decision making powers other than those in these terms of reference 
 
The Committee may request expert advice through the Chief Executive where necessary. Should there be a financial 
implication beyond the approved budgets and/or delegations of the Chief Executive a recommendation will go from 
the Committee to Council for specific resources. 
 
The committee has delegated authority to: 
 

 Receive and consider audit reports. 
 

 Receive and consider staff reports on audit, internal control and risk management related matters 
 

 Make recommendations to Council on financial, internal control and risk management policy and 
procedure matters as appropriate 
 

 To approve the Auditors engagement and arrangement letters 
 

 To deal with any other matter requested of the Committee by Council or any of its other Committees 
 

 
6. REVIEW OF TERMS OF REFERENCE 

 
These Terms of Reference will be confirmed by Council at the commencement of every Triennium after 
consideration of any recommendation made by the Committee in regard to proposed changes or refocus. 
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ŌTOROHANGA DISTRICT COUNCIL 
RISK & ASSURANCE COMMITTEE 

18 June 2021 

 

Notice is hereby given that an ordinary meeting of the Ōtorohanga District Council Risk and 
Assurance Committee will be held at St. David’s Community Hall, Cnr Ranfurly & Turongo Streets, 
Ōtorohanga on 18 June 2021 commencing at 11am.  
 
 

 

AGENDA 

 
 
 

   ORDER OF BUSINESS:           PAGE 

  

PRESENT 1 

IN ATTENDANCE 1 

DECLARATION OF INTEREST 1 

CONFIRMATION OF MINUTES  RISK & ASSURANCE COMMITTEE 23 MARCH 2021 1 

 1 

REPORTS  

ITEM 14 LONG TERM PLAN UPDATE 1 

ITEM 15 ANNUAL REPORT ENGAGEMENT LETTER AND AUDIT PLAN 2 

ITEM 16 2020/21 ANNUAL REPORT TIMETABLE UPDATE 24 

ITEM 17 OUTSTANDING MANAGEMENT LETTER POINTS 2019/20 ANNUAL REPORT 26 

ITEM 18 FAIR VALUE VS CARRYING VALUE ASSESSMENT 39 

ITEM 19 RISK MANAGEMENT POLICY 46 
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ITEM 14 LONG TERM PLAN UPDATE 

TO: HIS WORSHIP THE MAYOR AND COUNCILLORS 
 OTOROHANGA DISTRICT COUNCIL 

FROM: FINANCE MANAGER 

DATE: 18 JUNE 2021  

 

Relevant Community Outcomes  

 Foster an involved and engaged Community 
 

Executive Summary 

This report provides the Committee with an update on the Long Term Plan process, including the audit 
process. 

Recommendation(s) 

It is recommended that: 
 

1. The Committee receives the report and verbal update. 
 

Background 

In the week of 8th – 11th of June, Deloitte was on-site undertaking their audit of the Final Long Term Plan 
document. This work is due to be reviewed by Melissa Youngson, Partner at Deloitte, as well as an 
engagement quality reviewer on the 15th and 16th of June, with feedback expected by Council staff on the 17th 
of June. As such, it will be too late to include written feedback information in this agenda, so a verbal report 
will be provided. 
 
The Long Term Plan is scheduled to go through an Office of the Auditor General ‘Hot Review’ process on 21st 
June. 
 
Melissa Youngson will be attending the meeting and will be able to provide further information for the 
Committee if required. 
 
 
 
Brendan O’Callaghan 
FINANCE MANAGER 
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ITEM 15  ANNUAL REPORT ENGAGEMENT LETTER AND AUDIT PLAN 

TO: HIS WORSHIP THE MAYOR AND COUNCILLORS 
 OTOROHANGA DISTRICT COUNCIL 

FROM: FINANCE MANAGER 

DATE: 18 JUNE 2021  

 

Relevant Community Outcomes  

 Foster an involved and engaged Community 
 

Executive Summary 

This report provides the Committee with the Engagement Letter and Audit Plan for the audit of the 2020/21 
Annual Report. 

Recommendation(s) 

It is recommended that: 
 

2. The Committee approve the Mayor to sign the Engagement Letter for the audit of the 2020/21 Annual 
Report. 

3. The committee receives the audit plan for the audit of the 2020/21 Annual Report as presented by 
Deloitte. 

 

Background 

Melissa Youngson, Partner from Deloitte will attend the meeting to present the Audit Plan and Engagement 
Letter and to answer any questions that the Committee may have about either document, or the audit 
process. 
 
 
Brendan O’Callaghan 
FINANCE MANAGER 
 
Attachments 
a) Engagement Letter 
b) Audit Plan 
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ITEM 16 2020/21 ANNUAL REPORT TIMETABLE UPDATE  

TO: RISK AND ASSURANCE COMMITTEE 
 OTOROHANGA DISTRICT COUNCIL 

FROM: FINANCE MANAGER 

DATE: 18 JUNE 2021 

 

Relevant Community Outcomes 

 Foster an involved and engaged Community 
 

Executive Summary 

The purpose of this report is to provide a project plan for the preparation and audit of the 2020/21 Annual 
Report. 

Recommendation 

It is recommended that: 

The proposed timetable for the 2020/21 Annual Report be received. 
 

Discussion 

The following timetable is proposed for meeting our requirements to prepare and adopt the 2020/21 Annual 
Report by 31 October 2021. 
 
Audit Visits 
The proposal from Deloitte for timing of audit visits is as follows: 

 Interim visit week beginning 21 June 2021 

 Final visit week beginning 13 September 2021 
week beginning 27 September 2021 

Due to training requirements, where Deloitte would normally be on site for two weeks in a row at the final 
visit, there is a week gap in between this year. It is believed this will actually benefit the audit process rather 
than hinder it, as the week can be used to answer queries from the previous week and gather any further 
information that may have been requested. With two weeks back to back it can be easy for queries to get 
forgotten as other queries come in, so this week in the middle should help ensure everything is answered in a 
timely fashion. 
 
Asset Valuations 
For the land and buildings revaluation, we will be engaging Quotable Value to undertake these during 
June/July 2021, with a view to them being completed by mid August 2021 for inclusion in the Annual Report. 
 
For those classes not being revalued this year, a fair value assessment was completed to determine if there is a 
significant movement in the fair value, and if there is, then a revaluation will be organized as required. A report 
on these fair value assessments has been included in this agenda. 
 
Internal requirements 
Aside from the standard financial functions that feed into the Annual Report, the other significant piece of 
work that can take some time is the non-financial performance measures, which require input from budget 
managers. To ensure there isn’t a delay in getting this information back, the measures information will be 
provided to budget managers in late June 2021, with a deadline for return of 20th August 2021. This will 
provide sufficient time for Finance to input the results into the Annual Report. 
Summary of Key Deadlines 
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Item Deadline Responsibility Status 

Roading Fair Value Assessment 31 May 2021 Finance Manager Completed 

3 Waters Fair Value Assessment 31 May 2021 Finance Manager Completed 

Land and Buildings Valuation 30 June 2021 Quotable Value With QV 

Non-Financial Performance 
Measures 

20 August 2021 Strategic Planner Not commenced 

Year End Reconciliations 31 July 2021 Finance Team Not commenced 

Fixed Asset Register – additions 
and disposals 

31 July 2021 Asset Accountant On-going 

Compile Annual Report 6 September 2021 Finance 
Manager/Finance 
Team 

Not commenced 

 
 
Risks 
 

1) The most significant risk is around key personnel, particularly the Finance Manager who prepares the 
Annual Report and has overall responsibility. While there is backup and support for some components 
there are shortfalls in a number of areas. We have recognized that we are under-resourced and are 
working towards documenting policies and procedures to improve resilience. 

2) There is also a lesser risk around systems. While we have reduced our reliance on spreadsheets, there 
is still a risk that there is a failure in our financial systems or we are unable to get the information 
required. 

 
By adhering to the project plan, some of the risks from the previous year around not meeting key 
deadlines will be mitigated. Where we are relying on other staff or consultants for key information like 
asset valuations there will be a clear understanding on when these need to be delivered.  

 
 
 
Brendan O’Callaghan 
FINANCE MANAGER 
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ITEM 17  OUTSTANDING MANAGEMENT LETTER POINTS 2019/20 ANNUAL REPORT  

TO: RISK AND ASSURANCE COMMITTEE 
 OTOROHANGA DISTRICT COUNCIL 

FROM: FINANCE MANAGER 

DATE: 18 JUNE 2021 

 

Relevant Community Outcomes 

 Foster an involved and engaged Community 
 

Executive Summary 

This report updated the committee on the actions and status of actions that arose from the 2019/20 Annual 
Report audit. 

Recommendation 

It is recommended that: 
 

The Audit Management Letter and status update for the 30/6/20 Annual Report be received. 
 

Discussion 

As part of the audit of the 30/6/20 Annual report, our auditors issue an opinion and also raise management 
report recommendations on items that require further action. This report provides managements response to 
those recommendations and the latest update on the status of the follow-up action. 

  
 
Brendan O’Callaghan 
FINANCE MANAGER 
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Priority Legend 
Priority of finding is critical to the business and should be addressed as soon as possible 
Priority of finding is moderate. We recommend these are addressed within the next year 
Priority of finding is low. Management should consider implementing these over a reasonable timeframe 

 

Matter Observation Recommendation Ōtorohanga 
Response 

Deloitte 
Priority 

Progress Timeframe 

 Finding re-raised from last year 
Fixed asset 
register format 

The fixed asset register used is 
excel based and is only updated 
on an annual basis with 
depreciation determined at 
year end.  
Updating annually may lead to 
a risk of all items not being 
captured or entered as 
acquired or disposed of at the 
wrong dates, leading to 
incorrect depreciation amounts 
being calculated. 

We recommend investigating in 
a process or system that is 
capable of handling the 
significant asset portfolio held by 
Council and updated on a more 
regular basis, such as monthly. 

Management is currently in 
the process of training staff 
in the use of MagiQ Assets 
and AssetFinda to record 
asset related information. 
Also, we are currently 
planning to link AssetFinda 
and MagiQ Assets in the 
2020/2021 period  to be able 
to run monthly reporting. 

 MagiQ Assets has been installed, and 
staff are currently rolling through the 
process of inputting 2019/20 
additions and disposals to reconcile 
this prior to rolling into the current 
year. This process should be 
completed by the end of March, with 
April-June being used to record 
current year movements. 
June Update: Due to various 
personal and work related issues, the 
loading of prior year additions has 
not yet been completed, 
approximately 2/3 done as at the 
time of writing. This is a priority 
focus, and will be complete by the 
end of June, with work on loading 
2020/21 addtions to commence after 
that. The system will be up and 
running fully by mid August. 
 

August 2021 

Review of 
exception 
reports 

We understand that a 
maintenance report is now 
being run on a regular basis 
which outlines all changes that 
have been made to the 
supplier, debtor and rates 
master files. However, we 
identified that this exception 
report is not reviewed. 

We recommend the exception 
reports are reviewed by the 
Finance and Administration 
Manager, or a staff member 
independent to the supplier 
master file process.  
A timely review of this report will 
help ensure that changes being 
made are appropriate. 

Management acknowledges 
that this has not been getting 
done and will put processes 
in place to ensure that this is 
reviewed in the future. 

 Due to staffing changes, the Finance 
team is currently in the process of 
reviewing all processes and 
reallocating tasks where necessary, 
and the review of these reports is 
included in this review. 
June Update: The process review is 
still on-going, although the allocation 
of tasks has been completed. The 

On-going 
monthly 
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This could lead to changes such 
as bank account details being 
made incorrectly throughout 
the system, and could pose a 
potential fraud risk. 

review of these reports to date has 
been done. 

Utilisation of 
asset addition 
forms 

We identified that fixed asset 
additions forms are used but 
only for a small series of 
additions during the year. 
This may pose a risk of 
additions being made to the 
fixed asset register or general 
ledger at the incorrect 
capitalisation date, without 
appropriate approval or with 
an inappropriate depreciation 
rate. 

We recommend that all capital 
items should have a capital form 
to evidence approval of addition 
and to provide sufficient 
information for the purposes of 
recognising into the sub-ledger. 

Management is planning on 
implementing training in the 
upcoming financial year 
when the new MagiQ  Assets 
system is implemented that 
will standardise the addition 
and disposal process that will 
require documentation filled 
out. 

 Once the MagiQ Assets system has 
been fully implemented, the 
processes around the use of addition 
and disposal forms will be 
developed. The current intention is 
to get the forms and the process 
developed in time for them to be in 
use from 1 July 2021. 
June update: as the system is not 
fully implemented yet, this process 
has not commenced. Current plan 
would be to get the forms and 
process in place by December 2021. 

December 
2021 

Reporting on 
covenants 

During our testing of 
borrowings we observed that 
no reporting is conducted in 
regards to compliance with the 
established LGFA covenants.  
It is considered best practice to 
calculate and report on matters 
such as covenants to those 
charged with governance to 
ensure they are informed 
around matters which have 
legal requirements.  

We recommend that 
management implement a 
process that provides formal 
reporting to those charged with 
governance on a regular basis.  

 Management has 
acknowledged this 
suggestion and has already 
added this reporting 
requirement compliance 
with covenants to the audit 
and risk committee to the 
working plan 

 A report on compliance with 
convenants will be done for the June 
2021 Risk & Assurance committee 
meeting. 
June update: As Council currently has 
no external debt, except the Housing 
NZ suspensory loan, it was decided 
that there was no point doing a 
separate report on convenants as 
they are all currently being met. 
With the LTP showing that debt will 
be incurred over the term of the LTP, 
this report will be developed and 
provided once debt has been 
incurred. 

First report by 
June 2022, 
subject to 
debt 
requirements. 

Classification of 
bonds 

During our testing of bond 
deposits we identified that 
there were several bonds still 
classified as a bond liability that 
were paid over 15 years ago. 

We recommend that a review 
should be conducted on all aging 
bond deposits held to determine 
if a reclassification to revenue 
should or should not be applied. 

Management has 
acknowledged that several 
bonds are very old. 
Management prefers to 
recognise the potential 
liability of repayment should 
this be requested or they 

 A review of the bond account will be 
undertaken in preparation for the 
end of year process, in May 2021, to 
ensure that those recorded still have 
a valid reason to be held, and to 
refund any that should be refunded. 

June 2021 
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gain the consent or 
compliance initially bonded 
for. 

June update: this work is currently 
being undertaken, and should be 
completed prior to the end of June. 

Review of 
debtors and 
recoverability 

Similarly to last year, there is 
no assessment across all 
debtors for their recoverability 
and whether they were 
doubtful, other than for Maori 
land rates and certain Kawhia 
ratepayers. We understand 
that some were significantly 
aged or had already been 
referred to a collection agency 
but typically would be held and 
written off after six years. 
However these factors indicate 
that it is doubtful they will be 
recovered and should be 
provided for. 
In addition, while there is a 
policy in place for writing off 
debtors, there is no policy for 
assessing and providing for 
debtors which may be 
doubtful.  
These pose a risk that debtor 
balances could be overstated 
by unrecoverable debtor 
balances. 

We recommend: 
• a detail review on 

debtor accounts at 
year end to assess the 
recoverability of 
debtor balances and 
provide for as 
appropriate. 

• A policy or guidelines 
are established to 
provide criteria for 
assessing whether a 
debtor is doubtful and 
for including in the 
calculation for the 
provision of doubtful 
debtors. This ensures a 
more accurate and 
consistent calculation 
is recognised each 
year.  

For the purposes of the 2020 
financial statements, 
Management has subsequently 
estimated a provision for 
doubtful debts which has been 
included.  

Management agrees with the 
finding, and will work on 
establishing a process and 
policy during the 2020/21 
year to ensure that going 
forward this is dealt with in a 
consistent manner. 

 Work on developing a policy around 
this is on-going, and a lot of work is 
going on around recoverability of 
debtors. Training on the use of the 
debt management system is planned 
for April 2021, to ensure that staff 
are using the system to the best of 
its capabilities. 
June update: Due to a delay in 
upgrading MagiQ until June, training 
has also been delayed until this has 
been done. Work on collecting 
outstanding debt has been 
continuing, and a policy is currently 
being developed for review by the 
Leadership Team prior to being 
implemented. 

August 2021 

Annual 
impairment 
review 

During our testing of 
investments held by the 
Council we noted that there 
was no formal impairment 
review by management.  
This poses the risk that the 
investments may be impaired 
or have indicators of 
impairment that have not been 
considered by management. 

We recommend that 
management undergo an annual 
impairment review process to 
assess whether any of the 
investments held by the council 
have been impaired at year end. 
This process should be prepared 
and subsequently reviewed by 
different levels of management 
after which this should be 

Agreed  We are looking to undertake an 
impairment review this year. This is 
likely to take place in May, with a 
view to getting presented to the Risk 
& Assurance committee at their June 
2021 meeting. 
June update: Given the nature of the 
Council’s investments and the 
uncertainty of the last year, it has 
been decided to wait until year-end 

September 
2021 
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communicated at the Council 
meeting.  

financial information for the major 
investments are available prior to 
undertaking this review 

 Findings new in the current year 
Review of pro-
forma rates 
invoices 

During our understanding of 
the rating process, we 
observed that there is no 
review performed of the rates 
entered into MagiQ. 
The implication is that incorrect 
rates invoices are not identified 
and re-issued in accordance 
with the requirements of the 
Local Government Rating Act 
2002.  

We recommend that a review of 
the pro-forma rates to the rates 
approved by Council is 
performed prior to running 
invoices.  
The review should be by 
someone independent to that 
inputting them and to cover all 
instances of a rate that may be 
charged to ensure that invoices 
issues are accurate.  

Management agrees with 
this finding, and will put in 
place a process to fill the 
identified gap in the review 
process of rates being loaded 
into MagiQ. 

 A process has been established to 
ensure this check takes place, and is 
included in the processes being 
reviewed by the Finance Team. A 
review of the current year factors 
loaded has been undertaken by 
someone independent and has 
found no issues in the 2020/21 
financial year. 
June update: as the final rates 
increases have been determined by 
Council as a result of the LTP 
submission process, we are currently 
in the process of loading those rates 
into MagiQ, and this review process 
will be undertaken in the next two 
weeks. 

June 2021 

Journal review We identified several instances 
of journal entries that were not 
reviewed during the year.  
A lack of review increases the 
risk that incorrect or fictitious 
journals are posted without 
detection.  

We recommend that all journals 
are reviewed by a person 
independent to the poster. 
Where the appropriate reviewer 
is not available, an alternative 
person should be in place or a 
subsequent review of journals 
documented to ensure journals 
are appropriate.  

We will ensure that this 
review is undertaken on a 
regular basis and that 
evidence of this review being 
undertaken is included with 
the original journals to 
address this issue. 

 Journal reviews are being 
undertaken, and evidence of this 
review will be more clearly 
documented on the journals.  
June update: these reviews are still 
on-going. 

Ongoing 

Management 
reporting not 
completed 

We identified that the 
management reports were not 
completed for the March 2020 
quarter.  

We recommend that 
management reports are 
completed for all quarters and 
reviewed by those charged with 
governance.  
While we understand that Covid-
19 was a factor, the event 
increases the need for such 
reporting to be undertaken as 
Covid-19 increases the 

We agree that management 
reports should be produced, 
and will ensure that this is 
done going forward. 

 Development of monthly reporting 
to Council is currently underway, 
with a view to rolling this out in the 
new financial year. 
June update: This process is still on-
going, and a first cut of monthly 
reporting should be available to the 
end of July 2021 for the August 2021 
Council meeting. 

August 2021. 
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susceptibility for the  
manipulation of results.  

Reconciliation 
review 

We observed that the fixed 
asset reconciliations were not 
reviewed in a timely manner (3 
months after the month it 
related to).  

We recommend that the 
reconciliation is reviewed 
consistently with the other 
reconciliations to ensure that 
any unreconciling items are 
investigated and resolved.  

With the installation of the 
MagiQ Assets module, we 
will ensure that 
reconciliations are in place 
and reviewed regularly. 

 Once the MagiQ Assets system has 
been rolled into the current year, 
reconciliations will be done on a 
monthly basis to ensure there are no 
reconciling items. 
June update: as we have not yet fully 
implemented MagiQ Assets, this has 
not yet been put in place. Once this 
is implemented, the design of the 
reconciliation process will be done, 
and reconciliations will be put in 
place. 

September 
2021 

Sensitive 
Expenditure 

During our testing of sensitive 
expenditure, we noted the 
following observations:  

• Approval of one 
instance of a Council 
member’s expense 
claim was approved 
by Management 
when it should have 
been the Mayor; 

• There was an 
instance of an 
employee approving 
their own expense 
claim.  

• There is no formal 
process for the 
review of a number 
of policies (relating to 
fraud and councillors 
allowance and 
reimbursement). The 
OAG recommend 
policies to be 
reviewed every three 
years; and 

We recommend: 
• Council follow its 

sensitive expenditure 
policy which refers to 
approval of the 
Councillor’s 
expenditure being 
performed by the 
Mayor or the Chair of 
the Audit and Risk 
Committee. 

• Reviews of expense 
claims are by a person 
senior to the 
employee. 

• Council to implement a 
formal review process 
for their policies which 
should be documented 
and evidenced via the 
council minutes which 
is formally reviewed by 
the CE and Mayor.  

• Ensure that only the 
prescribed mileage 
rate is being claimed 

We accept the 
recommendations. Council 
will shortly be adopting new 
sensitive expenditure 
policies, and this will be 
rolled out and advised to 
staff and elected members 
the requirements of these 
policies. 
 

 Council adopted the new Sensitive 
Expenditure policies at its February 
meeting, The roll out of these is 
underway and finance staff are 
reviewing any expense claims since 
they were adopted against the new 
policies to ensure compliance. 
June update: To date there have 
been no examples identified by 
Finance staff that do not comply with 
the new policies. A condensed one 
page document of the key points of 
the policies is in the early stages of 
development for giving to staff as an 
easy way to ensure they are 
complying. 

Ongoing 
review. 
One page 
version by 
December 
2021. 
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• One Council member 
claimed using the 
incorrect mileage 
rate. 

for and that when this 
rate is amended, 
Otorohanga District 
Council ensure they 
also amend the rate 
they are using 

Councillors 
remuneration 

We understand that Councillors 
has been paid a higher fee for 
FY20 than set out in the 
Remuneration Authority 
determination. 

We recommend that fees are 
checked to ensure compliant 
with the current determination 
fee released by the 
Remuneration Authority. 

Agreed. Councillors will be 
informed and plans have 
been discussed with 
Management to ensure the 
overpayments are paid back 
in FY21. 

 Work has been done in this area and 
agreement reached to recover the 
overpayment. 
June update: repayment process still 
in place. 

On-going 

Annual leave 
variances 

During our testing of the 
annual leave accrual, we 
identified that due to changes 
regarding the entitlement 
effective dates, the payroll 
system accrued a higher annual 
leave for some employees 
compared to their actual 
entitlement. 

We recommend that a check is 
performed, particularly for the 
year end accrual, to ensure that 
the annual leave balance fairly 
reflects employees’ entitlement. 

While the variances related 
to a one off change in 
entitlement date, we accept 
the recommendation and will 
undertake reviews to ensure 
that the balance is a 
reasonable reflection of 
entitlement. 

 A review of leave balances has been 
undertaken, and any variances as a 
result of the change in entitlement 
dates has been corrected. A further 
review will be done in June prior to 
year end, to ensure that there are no 
variances  
June update: This review will take 
place in the next few weeks, to 
ensure that when June year end 
accrual is undertaken, that the 
amounts accrued are correct. 

June 2021 

Asset addition 
date in register 

We identified from our asset 
addition testing that the fixed 
asset register is made up of 
multiple projects/assets that 
are complete at different 
times. However, the addition 
date used is a mid point 
between projects. The result is 
that depreciation is not being 
accurately recognised.  

We recommend that assets are 
included in the register at an 
individual asset level to allow for 
recording of separate addition 
dates and depreciation. 

We agree with this 
recommendation, and with 
the MagiQ Assets module, 
adding assets individually will 
be undertaken. This will be 
incorporated in the previous 
finding around asset addition 
forms and will form part of 
the procedures that will be 
developed around the use of 
the system. 

 Asset additions for the 2020/21 year 
will be added individually into MagiQ 
Assets. Work will be done to ensure 
processes are in place with regards 
to infrastructural assets so that asset 
managers inform Finance when a 
project is completed and can be 
capitalised. 
June update: These additions will be 
being done in the next month, and 
the dates will eb determined for the 
2020/21 projects through discussion 
with engineering staff as required. 

On-going 

Supplier 
statement 
review 

We observed that a process is 
in place to reconcile supplier 
statements to the GL when 

We recommend that supplier 
statement reconciliations are 
reviewed by an independent 

We agree with the 
recommendation and will 
ensure that where supplier 

 No work yet undertaken on 
improving this process, however it is 

On-going 
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they are received; however this 
process is not reviewed.  

person, even at a high level, to 
ensure the judgements made 
about any supplier balances not 
accounted for are explained or 
investigated appropriately.  

statement are received, 
these are reconciled and 
reviewed. 

included on the list of processes 
being reviewed by the Finance team. 
June update: Work is still on-going in 
getting this process in place. 

Salary increase 
letters 

We identified that copies of the 
variations to staff employment 
agreements were not retained. 
This is a requirement of the 
Employment Relations Act.  

We recommend that future 
variations are maintained on 
that employee’s master file to 
ensure record keeping for 
legislative purposes.  

We agree with the 
recommendation, and 
changes in this area have 
already been made to ensure 
that records are better kept. 

 A process for these letters has been 
implemented, and they are being 
kept securely in our document 
management system. 
June update: No change from March, 
as no such letters have been 
produced since the last meeting. 

On-going 

Land not 
included in 
FY2019 
valuation 

Through a review of the 2020 
land valuation we identified 
three new land parcels which 
were not the result of additions 
to land in the current financial 
year. These land parcels were 
acquired historically and should 
have been included in the 2019 
land valuation. As at 30 June 
2020 these land parcels have 
been recognised correctly in 
the valuation. 

We recommend that 
management complete a 
detailed review over the land 
parcels included in the valuation 
to ensure the valuation is 
complete and accurate. 

We agree with the 
recommendation. As part of 
the implementation of the 
MagiQ Assets module, we 
will be undertaking a 
complete review of all land 
information to ensure all are 
included within the module. 
This information will be the 
basis for any future 
revaluations. 

 In April we will be undertaking a 
review of land information held in 
the MagiQ Assets system against 
information held by Land 
Information New Zealand on what 
land Council owns, any discrepancies 
will be investigated and resolved as 
needed. 
June update: This review has not yet 
been undertaken, but will happen in 
the next 2 months, to ensure that 
the results from the Land and 
Building revaluation match to what 
Land Information NZ holds. 

August 2021 

Assets 
capitalised to 
Land 

As part of the review of the 
valuation as at 30 June 2020, it 
was identified that land assets 
had additions in the fixed 
assets register for the period 
from 1 July 2019 to 30 June 
2020. However, the land area 
of these assets had not 
changed. We understand this is 
due to small costs being 
capitalised to land which do 
not represent an additional 
purchase of new land area in 
the financial year. Land is held 

We recommend that 
management undertake a 
detailed review of new additions 
to ensure they are being 
capitalised to the appropriate 
asset class. 

Council will undertake a 
review of new additions as a 
part of our work in improving 
the fixed assets system and 
processes. 

 All new additions added in the 
2020/21 financial year will be 
separated out where necessary into 
separate assets for fencing etc. As 
part of the valuation of land and 
buildings to 30 June 2021, work will 
be done to separate out the 
depreciable components of existing 
assets and ensure that they are 
treated separately for the 2021/22 
year onwards. 
June update: as 2020/21 additions 
are recorded in MagiQ Assets, these 
will be recorded separately, and the 

On-going 



 

 
Ōtorohanga District Council – Risk and Assurance Committee- Agenda 18 June 2021  Page 34 

 

at fair value and as a result this 
does not misstate the land 
balance as at 30 June 2020. 
This does however understate 
the depreciation expense as 
land is not depreciated. 

revaluations will provide the 
itemization to separate out those 
components of existing assets. 

 IT Control Observations Re-Raised from the Prior Year 
Review of user 
access to the 
MagiQ 
application 

We identified that a review of 
user access has not been 
completed in the last 16 
months.  
Failure to review the 
appropriateness of access 
rights may mean that privileges 
are no longer valid or are 
beyond a user’s current need. If 
unnecessary access privileges 
are not removed, there is a risk 
of unauthorised access to 
systems and data.  
In addition, where a review to 
identify whether user accounts 
for employees that have left 
the company has not been 
performed, there is a risk that 
unremoved leavers accounts 
may be compromised by 
current employees. 

We recommend that 
management consider 
establishing formal periodic 
reviews of all user accounts.  
This should include the following 
checks: 

• No user IDs exist for 

members of staff who 

have left the company; 

and 

• User permissions 

should be appropriate 

for staff job functions. 

We understand that this may be 
too large a review, in which case 
alternatively, we recommend 
that management consider 
which roles with the application 
are considered higher risk and 
review users only with those 
roles (i.e. do not review 'View' 
roles). 

We agree and will implement 
regular reviews. Managers 
must give consent to any 
changes. 

 A review of user access is being 
undertaken as a step in the process 
of migrating council to Office 365. 
Once this is undertaken, then 
processes around regular reviews 
will be developed. 
June update: The migration to Office 
365 for our council exchange access 
has been completed, and those users 
who should not have access do not 
have licences in the Office 365 
environment, meaning that no 
access is available.  
A process around regular reviews is 
in the initial stages of being 
developed. 

On-going 

Segregation of 
duties 

We identified that segregation 
of duties is not monitored and 
conflicting access is neither 
removed nor mapped to 
mitigating controls for the 
MagiQ application. 
Where segregation of duties 
has not been considered in an 

We recommend that 
Management should take steps 
to identify potential segregation 
of duties risks that could arise in 
the MagiQ application.  
Following this, management 
should ensure that: 

Council has implemented a 
cloud based version of 
MagiQ, and as part of this 
implementation are 
undertaking a review of all 
access rights, and ensuring 
that sufficient segregation of 
duties are implemented, with 

 While an initial review was 
undertaken of access rights, no 
further work on implementing the 
roles defined by this review have 
been undertaken yet. 
June update: No further work 
undertaken at this time. 
Consideration of segregation of 

November 
2021 
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application, there is a risk that 
users are granted access that 
extends beyond their assigned 
tasks. This could result in the 
same person performing a 
conflicting function in the 
system potentially leading to 
fraud or error.  
We noted that the MagiQ 
application has the 
functionality to segregate 
access appropriately, however 
this has not been utilised yet. 

• roles are designed in a 
manner that does not 
grant the same user 
access to conflicting 
functions; and  

Users are not granted access to 
two or more roles that breach 
segregation of duties principles. 
Where duties cannot be 
segregated, mitigating controls 
should be put in place to reduce 
the risk of control weaknesses. 

mitigating controls designed 
in situations where that is 
not possible. 

duties issues is being given to new 
employees, however the work on the 
access rights of existing employees is 
still in progress. 

Users with 
access to amend 
the source code 

The vendor MagiQ confirmed 
that users with 'Shell' access 
have the ability to change the 
source code of the application. 
The vendor did not provide this 
evidence in a timely manner for 
the users to be reviewed for 
appropriateness. 
Where inappropriate users 
have access to the source code 
of an application, this increases 
the risk that unauthorized 
changes are implemented and 
erroneous or fraudulent code is 
migrated into the production 
environment. 

We recommend that 
management review all users 
with 'Shell' access to confirm if 
they are appropriate to have the 
ability to change the source code 
of the application. 

With the implementation of 
the cloud based version of 
MagiQ, ‘Shell’ access has 
been removed from Council 
staff completely, with only 
MagiQ Software staff having 
access to make any changes 
to the source code. 

 Resolved. No Council staff have 
access to the source code as a result 
of the move to MagiQ Cloud 

Resolved 
December 
2019. 

Appropriateness 
of privileged-
level access 

We identified the following 
observations: 

• There were accounts 
in Windows AD that 
no longer required 
administrator access 
or the purpose of the 
accounts were not 
known.  

• The wheel group, and 
all its members, have 

We recommend: 
• Accounts that no 

longer require 
Windows AD privileged 
access be removed. 

• System accounts for 
which the purpose is 
not known be 
investigated and 
removed, as 
applicable. 

Accounts which no longer 
require access to Windows 
AD and MySQL Database 
have been removed. 
The wheel group is for 
people using a mouse so this 
is required. This is a standard 
Linux group. 

 Access has been removed where 
appropriate. As part of the migration 
to Office 365 all the access rights will 
be reviewed. 
June update: Resolved: -Access rights 
were considered as part of the move 
to Office 365, and where required 
were amended. 

June 2021. 
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administrative access 
to the Centos server 
(Unix (Centos) 
Operating System). 
We were not able to 
obtain a list of users 
to determine their 
appropriateness.  

Where users have access rights 
greater than those required to 
complete their job 
responsibilities, there is an 
increased risk that data 
integrity and accuracy will be 
compromised. 

• All users in the "wheel" 
group are reviewed 
and removed if it is 
determined that their 
access is not required. 

Council obtain a list of all users 
with privileged access to the 
Centos server and remove 
accounts that do not require this 
access. The passwords to system 
accounts should only be known 
by the IT team and the vendor 
MagiQ. 

Formal change 
management 
process  

We made the following 
observations: 
MagiQ Application/ Unix 
(Centos) Operating System 
The Council does not have a 
formalised change 
management process whereby 
if UAT is not required, evidence 
should be captured in the SoW 
that testing will be undertaken 
by the vendor themselves. 
MySQL Database 
There is no logging enabled on 
the MySQL Database. As such, 
direct changes to the MySQL 
Database could not be 
confirmed. 
Without formal documentation 
of testing, there is a risk that 
delivered changes do not meet 
user expectations or 
management’s intentions. If 
change requests are not 
formally logged and reviewed 
there is a risk that new 

We recommend: 
MagiQ Application/ Unix 
(Centos) Operating System 
Management ensure that testing 
is performed over changes 
before they pushed to the live 
production environment. 
Evidence of this testing (either 
undertaken by the vendor or 
UAT) should be retained. If 
testing is not required, the 
justification for this should also 
be documented for audit trail 
purposes. 
MySQL Database 
Management should ensure that 
there is a population of direct 
database changes available for 
audit trail purposes. This could 
be through helpdesk system 
tickets or enabling logging at the 
database level. 

Management will ensure that 
documentation of testing is 
improved, to provide better 
evidence of this testing being 
undertaken. Discussion with 
MagiQ around their testing 
documentation has been 
undertaken. 

 Discussion with MagiQ around 
change management have been 
taking place, and this process will be 
reviewed and tested as part of a 
planned MagiQ Cloud upgrade in 
April 2021. 
June update: MagiQ Cloud upgrade 
deferred to June 2021, MagiQ has 
change management forms they will 
be providing Council when changes 
are made. 

On-going 
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developments may conflict 
with changes in progress or 
that changes made are not of a 
sufficient quality and reliability. 

Privileged 
“root” account 

The privileged "root" account 
has system administrator 
privileges and is used by 
members of the IT team and 
the vendor MagiQ to conduct 
maintenance and monitoring. 
This allows users to perform 
any action within the operating 
system. This is a shared 
account and as such, no 
accountability exists. 
Generic user IDs that are used 
by more than one person 
reduce the accountability for 
actions performed, since such 
actions can be difficult to trace 
to a specific user. This increases 
the potential risk of erroneous 
or fraudulent transactions 
being entered to the system. 

We recommend that 
management consider reviewing 
which users require 
administrator access to the 
CentOS server. Individual 
administrator level accounts 
should be set up for these users, 
instead of the shared use of the 
"root" account. 

With the implementation of 
the cloud based version of 
MagiQ, ‘Root’ access has 
been removed from Council 
staff completely, with only 
MagiQ Software staff having 
access to root functions. 

 Resolved. Root access is no longer 
available to any Council staff due to 
the move the MagiQ Cloud. 

Resolved 
December 
2019. 

Improve 
password 
settings 

We made the following 
observations: 
Unix (Centos) OS 
The maximum password age is 
set to a value of 99999 days 
which is greater than the 
leading practice recommended 
value of 30 to 90 days. 
Furthermore, the password 
history and complexity of 
passwords have not been 
defined on the Centos server.  
MySQL Database 
There are no password 
parameters configured at the 
Database level. 

We recommend: 
Unix (Centos) OS 
Management consider reviewing 
the password configurations on 
the CentOS server and consider 
the following best practice 
parameters:  

• Password complexity - 
enabled;  

• Password history – 10; 
and  

• Maximum password 
age - 30 to 90 days. 

MySQL Database 
Management consider reviewing 
the password configurations on 

We have single sign on 
managed through AD. 
Password complexity is set 
through Windows AD. 
Minimum 8 characters, 3 out 
of 4 have to be upper or 
lowercase, symbols and 
numbers. 
With the move to the cloud 
based version of MagiQ, 2 
factor authentication is being 
used, as well as more 
stringent password 
complexity requirements. 

 Resolved. MagiQ Cloud now requires 
two-factor authentication to access. 
Access to Microsoft systems is based 
on Windows Active Directory 
settings as explained in 
managements response. 

Resolved 
December 
2019. 
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Weaknesses in password 
configurations reduce the 
overall effectiveness of other 
security controls that are 
already implemented. Where 
password parameters are not 
adequate, unauthorised access 
may occur and may result in 
loss or substitution of data, 
programs and output, or 
malicious damage to the 
computer systems. 

MySQL Database and give 
consideration to enhancing 
system security per the following 
recommendations: 

• Passwords should  
have a minimum of six 
characters; 

• Password complexity 
requirements should 
be enforced (1 
uppercase, 1 
lowercase, 1 special 
character); 

• Password changes 
should be enforced 
after 60 -90 days; 

• A history of the 
previous ten 
passwords should be 
kept and users should 
be prevented from 
changing their 
passwords to one on 
this list; 

• The lockout threshold 
should be set to three 
invalid login attempts; 
and 

The lockout threshold should be 
set to three invalid login 
attempts. 
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ITEM 18  FAIR VALUE VS CARRYING VALUE ASSESSMENT 

TO: RISK AND ASSURANCE COMMITTEE 
 OTOROHANGA DISTRICT COUNCIL 

FROM: FINANCE MANAGER 

DATE: 18 JUNE 2021  

 

Relevant Community Outcomes  

 Ensure services and facilities meet the needs of the Community 
 

Executive Summary 

The purpose of this report is to provide the committee with the rationale and assessment of fair value vs 
carrying value of Council’s assets. 

Recommendation(s) 

It is recommended that: 
 

1. The report is received; and 
2. The committee accepts the conclusions of the assessment undertaken. 

 
Background 

This report is intended to provide information to the Audit & Risk Committee to seek their level of comfort 
around whether Council’s assets, particularly those assets that are subject to revaluation, have a carrying value 
at year end that is not materially different from the fair value for those assets, based on market conditions.  

The report looks at each individual asset class, as presented in the Annual Report, which is revalued and 
performs an assessment of the likely impact of the market movement on the value of the asset class. Where 
this impact is deemed material, then Council will need to consider undertaking a revaluation of that asset class. 
 
Asset Class: Roading, Bridges & Culverts 
Roading, Bridges and Culverts makes up the biggest asset class, having a carrying value at 30 June 2020 of 
$251,650,324. As such, a small percentage movement in this asset class could still be a large amount dollar 
wise. 

In assessing whether this asset class is held at a carrying value materially different from the fair value of these 
assets, we need to first determine the fair value of the assets. As these assets are not saleable and therefore 
have no market to use for comparison, the fair value will need to be determined using either indices indicating 
movement within the construction costs, or through the use of unit cost movements. 

Finding indices information, we looked at BERL adjustors, which are generated annually and used as part of the 
Long Term Plan budgeting process. The results of these inquiries gave us the following information. 

BERL 2020/21 – 1.5% 

Given that the BERL indicators are the ones used for budgeting purposes, we have chosen to use the 1.5% in 
the calculation of fair value for this asset class. 

In undertaking this calculation, we have made the following assumptions: 

 Opening book value at the time of the revaluation has been adjusted by the indices. 

 2020/21 additions have not been adjusted as they reflect market costs 

 Depreciation on existing assets have been adjusted by the value of the 2020/21 indices figure (1.5%) 

 Disposals have been removed at the value disposed of and not adjusted. 

Using these assumptions a calculation has been done to adjust the value as at the last valuation to a carrying 
value at 30 June 2021. This value has then been compared to the estimated carrying value at 30 June 2021. 
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This has been done using both estimated actual figures for the full year used for Long Term Plan budget 
purposes, as well as year to date actuals to the end of May 2021. This calculation is shown below.  

 

The effect of this calculation is to show that the total movement between the carrying value and the fair value 
assessment is $3,645,000, or a 1.44% increase on the current carrying value. 

Generally, a movement of less than 5% is considered not material, over 10% is material and anything between 
5-10% is a judgement call to determine materiality. As this figure is 1.44%, it fits into that not material range. 
However, given the value of Roading assets, a judgement call needs to be made as to the dollar value 
movement as well. 

Depreciation and Funding 

The other significant area where a change in the valuation of Roading, Bridges and Culverts is likely to have an 
impact is on the depreciation expense and the funding of this depreciation. This then flows into the ability to 
undertake asset renewals without the need to borrow money.  

If this asset class was to be revalued effective 30 June 2021, the impact on depreciation for the following year 
would be an increase of $73,001 over that charged in the year ending 30 June 2020 on existing assets (based 
on the assumption the depreciation as a percentage of asset value remained the same).  

Given this information, it is reasonable to assume that an increase of $73,001 in depreciation is not a deciding 
factor in whether there is sufficient funding to undertake Roading projects, and therefore if a decision was 
made that the movement in the Roading, Bridges and Culverts was not material, this is not going to have an 
impact on the ability of the Council to undertake its responsibilities in relation to Roading, as currently 
projected to occur. 

Decision 

On the basis of the above information and that the movement in the valuation of the assets is not going to 
have a significant impact on the ability to undertake our responsibilities, we would reasonably conclude that 
the Roading, Bridges and Culverts Asset Class is not materially misstated at this time. Given the value is $3.6m 
dollars, we do not also believe that this value is a material misstatement of the value of roading assets, and 
therefore are happy that the value to be stated at year end is not materially misstated. 
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Asset Class: Rural Water Supplies 

The Rural Water Supplies Asset Class covers the water supply assets, both pipes and plant and equipment, for 
the four rural water supplies as well as the Kāwhia Community Supply. At 30 June 2020 these assets had a 
combined carrying value of $9,360,223. 

In assessing whether this asset class is held at a carrying value materially different from the fair value of these 
assets, we need to first determine the fair value of the assets. As these assets are not saleable and therefore 
have no market to use for comparison, the fair value will need to be determined using either indices indicating 
movement within the construction costs, or through the use of unit cost movements. 

Finding indices information, we went to BERL adjustors, which are generated annually and used as part of the 
Long Term Plan budgeting process. The results of these inquiries gave us the following information. 

BERL 2020/21 – (-2.2)% 

Given that the BERL indicators are the ones used for budgeting purposes, then we have chosen to use the (-
2.2)% in the calculation of fair value for this asset class.  

In undertaking this calculation, we have made the following assumptions: 

 Opening book value at the time of the revaluation has been adjusted by the indices. 

 2020/21 additions have not been adjusted as they reflect market costs 

 Depreciation on existing assets have been adjusted by the value of the 2020/21 indices figure (-2.2%) 

 Disposals have been removed at the value disposed of and not adjusted. 

Using these assumptions a calculation has been done to adjust the value as at the last valuation to a carrying 
value at 30 June 2021. This value has then been compared to the estimated carrying value at 30 June 2021. 
This has been done using both estimated actual figures for the full year used for Long Term Plan budget 
purposes, as well as year to date actuals to the end of May 2021. This calculation is shown below.  

 

The effect of this calculation is to show that the total movement between the carrying value and the fair value 
assessment is $-234,386, or a 2.39% decrease on the current carrying value. 
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Generally, a movement of less than 5% is considered not material, over 10% is material and anything between 
5-10% is a judgement call to determine materiality. As this figure is -2.39%, it would be reasonable to call the 
difference not material.  

Given the small variance in dollars we are happy to conclude that the Rural Water asset class is not materially 
misstated. 

 

Asset Class: Water System 

The Water System Asset Class covers the water supply assets, both pipes and plant and equipment, for the 
Ōtorohanga Community Supply. At 30 June 2020 these assets had a combined carrying value of $8,578,094. 

In assessing whether this asset class is held at a carrying value materially different from the fair value of these 
assets, we need to first determine the fair value of the assets. As these assets are not saleable and therefore 
have no market to use for comparison, the fair value will need to be determined using either indices indicating 
movement within the construction costs, or through the use of unit cost movements. 

Finding indices information, we went to BERL adjustors, which are generated annually and used as part of the 
Long Term Plan budgeting process. The results of these inquiries gave us the following information. 

BERL 2020/21 – (-2.2)% 

Given that the BERL indicators are the ones used for budgeting purposes, then we have chosen to use the (-
2.2)% in the calculation of fair value for this asset class.  

In undertaking this calculation, we have made the following assumptions: 

 Opening book value at the time of the revaluation has been adjusted by the indices. 

 2020/21 additions have not been adjusted as they reflect market costs 

 Depreciation on existing assets have been adjusted by the value of the 2020/21 indices figure (-2.2%) 

 Disposals have been removed at the value disposed of and not adjusted. 

Using these assumptions a calculation has been done to adjust the value as at the last valuation to a carrying 
value at 30 June 2021. This value has then been compared to the estimated carrying value at 30 June 2021. 
This has been done using both estimated actual figures for the full year used for Long Term Plan budget 
purposes, as well as year to date actuals to the end of May 2021. This calculation is shown below.  
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The effect of this calculation is to show that the total movement between the carrying value and the fair value 
assessment is $-263,137, or a 2.82% decrease on the current carrying value. 

Generally, a movement of less than 5% is considered not material, over 10% is material and anything between 
5-10% is a judgement call to determine materiality. As this figure is -2.82%, it would be reasonable to call the 
difference not material.  

Given the small variance in dollars we are happy to conclude that the Water Systems asset class is not 
materially misstated. 
 
Asset Class: Sewerage System 

The Sewerage System Asset Class covers the sewerage reticulation assets, both pipes and plant and 
equipment, for the Ōtorohanga Community Supply. At 30 June 2020 these assets had a combined carrying 
value of $7,844,816. 

In assessing whether this asset class is held at a carrying value materially different from the fair value of these 
assets, we need to first determine the fair value of the assets. As these assets are not saleable and therefore 
have no market to use for comparison, the fair value will need to be determined using either indices indicating 
movement within the construction costs, or through the use of unit cost movements. 

Finding indices information, we went to BERL adjustors, which are generated annually and used as part of the 
Long Term Plan budgeting process. The results of these inquiries gave us the following information. 

BERL 2020/21 – (-2.2)% 

Given that the BERL indicators are the ones used for budgeting purposes, then we have chosen to use the (-
2.2)% in the calculation of fair value for this asset class.  

In undertaking this calculation, we have made the following assumptions: 

 Opening book value at the time of the revaluation has been adjusted by the indices. 

 2020/21 additions have not been adjusted as they reflect market costs 

 Depreciation on existing assets have been adjusted by the value of the 2020/21 indices figure (-2.2%) 

 Disposals have been removed at the value disposed of and not adjusted. 
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Using these assumptions a calculation has been done to adjust the value as at the last valuation to a carrying 
value at 30 June 2021. This value has then been compared to the estimated carrying value at 30 June 2021. 
This has been done using both estimated actual figures for the full year used for Long Term Plan budget 
purposes, as well as year to date actuals to the end of May 2021. This calculation is shown below.  

 

The effect of this calculation is to show that the total movement between the carrying value and the fair value 
assessment is $-186,469, or a 2.31% decrease on the current carrying value. 

Generally, a movement of less than 5% is considered not material, over 10% is material and anything between 
5-10% is a judgement call to determine materiality. As this figure is -2.31%, it would be reasonable to call the 
difference not material.  

Given the small variance in dollars we are happy to conclude that the Sewerage Systems asset class is not 
materially misstated. 
 
Asset Class: Drainage Network 

The Drainage Network Asset Class covers the stormwater reticulation assets, both pipes and plant and 
equipment, in Kāwhia and Ōtorohanga, as well as the flood protection assets, excluding the stopbanks, in 
Ōtorohanga. At 30 June 2020 these assets had a combined carrying value of $8,415,583. 

In assessing whether this asset class is held at a carrying value materially different from the fair value of these 
assets, we need to first determine the fair value of the assets. As these assets are not saleable and therefore 
have no market to use for comparison, the fair value will need to be determined using either indices indicating 
movement within the construction costs, or through the use of unit cost movements. 

Finding indices information, we went to BERL adjustors, which are generated annually and used as part of the 
Long Term Plan budgeting process. The results of these inquiries gave us the following information. 

BERL 2020/21 – (-2.2)% 

Given that the BERL indicators are the ones used for budgeting purposes, then we have chosen to use the (-
2.2)% in the calculation of fair value for this asset class.  
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In undertaking this calculation, we have made the following assumptions: 

 Opening book value at the time of the revaluation has been adjusted by the indices. 

 2020/21 additions have not been adjusted as they reflect market costs 

 Depreciation on existing assets have been adjusted by the value of the 2020/21 indices figure (-2.2%) 

 Disposals have been removed at the value disposed of and not adjusted. 

Using these assumptions a calculation has been done to adjust the value as at the last valuation to a carrying 
value at 30 June 2021. This value has then been compared to the estimated carrying value at 30 June 2021. 
This has been done using both estimated actual figures for the full year used for Long Term Plan budget 
purposes, as well as year to date actuals to the end of May 2021. This calculation is shown below.  

 

The effect of this calculation is to show that the total movement between the carrying value and the fair value 
assessment is $-183,727, or a 2.19% decrease on the current carrying value. 

Generally, a movement of less than 5% is considered not material, over 10% is material and anything between 
5-10% is a judgement call to determine materiality. As this figure is -2.19%, it would be reasonable to call the 
difference not material.  

Given the small variance in dollars we are happy to conclude that the Drainage Network asset class is not 
materially misstated. 

 
 
Brendan O’Callaghan 
FINANCE MANAGER 
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ITEM 19 RISK MANAGEMENT POLICY  

TO: RISK AND ASSURANCE COMMITTEE 
 ŌTOROHANGA DISTRICT COUNCIL 

FROM: GROUP MANAGER CORPORATE 

DATE: 18 JUNE 2021 
 

Relevant Community Outcomes 

 Foster an involved and engaged Community 
 

Executive Summary 

A Risk Management Policy has been developed to ensure that Council manages its risk in an integrated, 
structured and coordinated approach to its business functions and activities across the organisation. 

Recommendation 
It is recommended that: 

 
1) The Risk Management Policy be received. 
2) The committee recommends to Council that the Risk Management Policy be adopted 

 
Discussion 
Council has traditionally never had a formal process around managing Risk. The attached Risk Management 
Policy provides guidance and a foundation for risk management.  
Maintaining an effective and relevant Risk Management framework will ensure a structured, consistent and 
systematic approach to risk management across the organisation. 
The Risk Management Process will provide guidance on identification of potential threats and defines the 
strategy for eliminating, mitigating and/or minimising the impact of these risks, as well as processes to 
effectively monitor and evaluate the strategy. 
 
Options 
OPTION 1 is to recommend to Council to adopt the proposed Risk Management Policy as recommended by the 
Risk and Assurance Committee. This will ensure that Council is managing its Risk in an integrated, structured 
and coordinated manner. 
OPTION 2 is to not recommend to Council the adoption of the Risk Management Policy. This would mean that 
Council has no overarching policy for managing risk. 
 
Considerations 

1) Significance and Engagement 
 
This matter is of low significance, as determined by reference to Council’s Significance and Engagement Policy 
because it is not considered to adversely affect the level of service or the manner or extent to which the 
Council delivers its services. 
 

2) Financial 

As the assessment of Risk is an administrative matter, there are no budget or cost implications arising from this 
report.  
 
 
Preferred Option and Reasons 
OPTION 1 is the preferred option, as the Risk Management Policy provides Council with best practice 
guidelines around managing risk. 
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Graham Bunn 
GROUP MANAGER CORPORATE 
 
Attachments: 
Risk Management Policy 
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Ōtorohanga District Council - Risk Management Policy  

 
Purpose  

Risk management is an integral aspect of Ōtorohanga District Council (ŌDC) activities and 
operations.  
 
Effective risk management ensures an integrated, structured and coordinated approach to 
operations throughout all business functions and activities across the organisation. Risk 
cannot be eliminated entirely. However, it must be clearly understood by managers, staff and 
elected members, ensuring that any risks taken (or remaining after mitigation measures are 
taken) are appropriate for both the business activity and the business level.  
 
This policy aims to support Council’s objectives, providing assurance to both Council and the 
Risk and Assurance Committee that risks are being managed appropriately and in line with 
objectives and the Council’s risk appetite.  
 
This policy is in line with the standards of best practice established by the AS/NZS 
ISO31000:2009 Risk Management – Principles and Guidelines. This will be achieved 
through the ongoing implementation of risk identification and management practice across 
key processes within the organisation and creating a strong risk awareness and 
management culture throughout the organisation.  

 
Principles and objectives  

ŌDC’s risk management processes will be applied in accordance with the following 
objectives:  

Embed a consistent risk management process with the implementation of a common 
approach to the identification, assessment, treatment and monitoring of risks;  

Provide protection and continuity of core business activities;

Promote a risk aware culture whereby all employees understand, assume 
responsibility and proactively manage risk through sound decision making in their 
day-to-day activities;  

 Define and establish clear responsibilities and structures to ensure risk management 
practices are incorporated into strategic, operational and project planning and review 
processes;  

Establish a consistent, clear framework to provide assurance that material risks are 
identified, regularly reviewed, monitored and managed to an acceptable level, in an 
open and transparent manner.  

 
Scope  

This policy shall apply to all business, service or activity conducted by Council and all 
Council employees and any other persons or parties, including contractors and volunteers, 
working on behalf of Council.  


Specific risk management policies, procedures and/or guidelines developed for and relating 
to specialised areas of Council activities/operations will remain consistent with the broad 
directions in this policy.  
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Definitions 
 

Word or phrase  Definition  

Risk  The effect of uncertainty on objectives (adopted from the 
AS/NZS ISO 31000-2009 Risk Management Standard). 
Risk may be something occurring unexpectedly which 
impacts negatively upon Council’s strategic objectives. 
Risk is assessed in terms of likelihood and consequence.  

Risk Assessment  The overall process of risk identification, risk analysis and 
risk evaluation.  

Risk Management  An enabling function which adds value to the 
organisation, increasing the probability of success in 
achieving strategic objectives. Risk management aims to 
decrease the potential for legal liability and managing 
uncertainty; creating an organisation-wide environment 
where the unexpected is minimal and, should it occur, the 
consequences may be managed effectively. 

Risk Management Framework  The elements that provide the foundation for designing, 
implementing, monitoring, reviewing and continually 
improving risk management within the organisation. 
Components include the Risk Management Policy and 
Process, and Risk Registers.  

Risk Management Process  The systematic and consistent application of policies, 
processes and practices of establishing the context, 
identifying, analysing, evaluating, communicating, 
treating, monitoring and reviewing risk.  

Risk Register  A documented record of risks identified. This includes a 
description of risk, controls, risk levels, treatment plans 
and residual risk.  

Risk Appetite  The level of risk that Council is willing to accept in pursuit 
of its strategic objectives.  

Risk Tolerance  A measure of the level of risk an organisation is willing to 
accept, and used as a key criterion when making risk-
based decisions.  

Risk Owner  The position with authority and accountability for 
managing a specific risk and any associated risk controls.  

  
Roles and responsibilities  

Risk Management is the responsibility of all ŌDC staff. The process of identifying and 
managing risk should underpin all council functions to insure transparency, authority and 
accountability.  
 
To remain effective, both the Risk Management Policy and Framework must be supported by 
an organisation-wide risk aware culture which will better enable council to achieve strategic 
goals.  
 

Specific duties by role  

To support the Risk Management Framework and ensure an appropriate degree of 
oversight, transparency and accountability in risk management practices around the 
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organisation, the roles and responsibilities have been outlined in Appendix One: Risk 
Management Roles and Responsibilities.  

 
Policy  

ŌDC shall maintain an effective and relevant Risk Management Framework, ensuring a 
structured, consistent and systematic approach to risk management across the organisation. 
Risk management documents shall remain relevant to the organisational culture, business 
objectives and organisational strategies, and be applicable to all areas and in keeping with 
Council’s risk appetite.  

 
Core Principles  

ŌDC will establish, implement, maintain and monitor effective risk management processes 
aligned with the principles and processes described within AS/NZS ISO31000:2009 Risk 
Management – Principles and Guidelines. The following core principles are the foundation 
for Council Risk Management Processes:  

 Facilitation of a risk-aware culture which is integrated into all critical planning and 
decision-making activities;  

 Systematic, structured, transparent, informed and inclusive processes with the 
engagement of all relevant stakeholders, both internal and external (as appropriate) 
contributing to risk discussions and response;  

 Identify, assess, treat and monitor risks throughout the organisation;  

 Recognise and integrate strategic, operational, human and cultural factors into 
processes;  

 Maintaining dynamic and customisable resilient risk management processes that are 
responsive and adapting to a changing environment and Council’s risk appetite;  

 Reduce the likelihood of negative impacts on Council’s strategic directives/objectives 
by obtaining the best possible information to base decisions from;  

 Recognise, respect and support human and cultural factors which may influence risk 
management decisions.  

 The ŌDC Risk Management Framework shall include the following:  

o Risk Management Policy – provides guidance and a foundation for the 
management of risk.  

o Risk Management Process – provides guidance on identification of potential 
threats and defines the strategy for eliminating, mitigating and/or minimising 
the impact of these risks, as well as processes to effectively monitor and 
evaluate the strategy.  

o Strategic Risk Register – a register of the organisation’s strategic and 
operational risks, with the inclusion of risk ratings and management/treatment 
plans.  

o Risk and Assurance Committee – the governance body assisting and advising 
Council in meeting the responsibility and ownership of governance, risk 
management and internal controls to achieve strategic objectives.  

o Relevant information, training and educational activities for the ongoing 
improvement of risk awareness and management processes.  

 Informed decisions will be made based on a comprehensive understanding of the 
risks involved. However, it is acknowledged that some risks must be accepted in the 
achievement of strategic objectives.  
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Risk Reporting  

Reporting of risk is an integral aspect of effective risk management, aiming to support the 
understanding of risk at all levels so as to improve decision making, day-to-day operations 
and the achievement of objectives. Risk reporting is a fluid and constantly evolving process.  
 
Risk reporting should focus on the change to the risk profile, outlining any emerging or 
potential risks which may require escalation.  
 
Risk reports are to be prepared at least quarterly for the Leadership Team and bi-annually 
for the Risk and Assurance Committee. Risk management includes regular communication 
with internal and external stakeholders.  
 
Risk reporting will detail the following:  

 Risks which stand outside accepted tolerance levels;  

 Escalating risks;  

 Emerging risks; and,  

 Significant project risks.  
 
Comprehensive reporting on significant risks contributes to effective governance.   
 

Relevant legislation  

AS/NZS ISO 31000:2009 Risk Management – Principles and Guidelines 

 
Reporting and Monitoring  

The policy shall be reviewed every three years or as required.  

 
Related documents  

 Staff Interest Policy  

 Fraud, Bribery and Corruption Policy  

 Fraud, Bribery and Corruption Process  

 Protected Disclosure (Whistle blower) Policy  

 Delegations Policy/Register  

 Register of Interests  
 

Document Management Control:  

Prepared by: XXXXXXX 
Document Reference: XXXXXX 
Date Issued: XXXXXX 
 

 The related documents are at various stages of development and will be adopted by 
the Risk and Assurance Committee in due course 

 

Attachments  

Appendix 1: The Risk Management Process/Risk-based Planning Diagram 

Appendix 2: Risk Management Roles and Responsibilities Table 

Appendix 3: Risk Consequence Table  

Appendix 4: Risk Likelihood Table 

Appendix 5: Risk Matrix Table
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Appendix 1: The Risk Management Process and Risk-based Planning  
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Appendix 2 - Risk Management Roles and Responsibilities 

POSITION  ROLES AND RESPONSIBILITIES  

Risk and Assurance Committee   The Risk and Assurance Committee provides governance and 
oversight in the areas of Risk and Assurance to ensure appropriate 
systems and best practices are delivered throughout the 
organisation and its activities.  

 Ensure that strategic planning and business operations are 
achieved within an effective Risk Management Framework.  

 Review and recommend approval of risk management frameworks, 
risk-related policies, the Risk-Register and review risk treatment 
options for critical risks.  

 Supervise Corporate Risk Registers 

 Monitor and review the risk management practices, systems and 
processes adopted by Council to ensure these remain relevant and 
appropriate.  

 Monitor Council's risk appetite and exposure and recommend to 
Council any pre-emptive or corrective actions in respect of risk 
management frameworks, the Risk Register and risk-related 
policies.  

 Approve and monitor the internal audit annual workplan, ensuring 
an adequate response to corrective actions are assumed and 
implemented.  

 
Council   Nominate members for the Risk and Assurance Committee.  

 Confirm appropriate risk governance and management frameworks 
are in place, ensuring risks are appropriately managed, aiding in 
the achievement of Council’s strategic objectives.  

 Receive and evaluate reports from the Risk and Assurance 
Committee.  

 
Chief Executive Officer   Lead and promote a risk-aware culture across the organisation.  

 Ensure overall accountability, authority and resources for managing 
risks within management and operational areas.  

 Champion a strong risk management culture across the 
organisation.  

 Report critical risks to Council with treatment options. 


Group Manager – Corporate 
Services  

 Oversee the development and implementation of the Risk 
Management Policy and Risk Management Framework.  

 Ensure that the Risk Framework and Corporate Risk Register are 
regularly reviewed and maintained and inform the development and 
effectiveness of risk controls and management plans implemented.  
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 Appendix 3: Risk Consequence  
Risk 
consequence 
category  

Negligible Minor Moderate Major Extreme 

1 2 3 4 5 

People and 
Health and 
Safety  

No injury/harm. A 
possible near miss.  

Minor injury or 
harm. Medical 
treatment required  

Moderate injury or 
harm. One or more 
persons require 
medical treatment.  

Serious injury or 
harm.  

One or more 
fatalities or 
permanent disability 
or injury.  
 

Compliance  Negligible 
compliance breach. 
Able to be remedied 
without penalty or 
notification.  

Minor compliance 
breaches resulting 
in corrective 
actions.  

Moderate statutory 
or regulatory 
breaches resulting 
in formal 
investigation by 
regulatory body, 
Council liability and 
fines may be 
provided.  
 

Major statutory or 
regulatory breaches 
and litigation. 
External 
investigation, 
litigation, fines and 
implications for 
Executive Team.  

Very serious 
statutory or 
regulatory breaches 
and litigation 
Serious court 
enforcement, 
prosecution or 
judicial review.  

Environmental  Brief, non-
hazardous and 
short-term impact 
on localised natural 
environment or 
ecosystem. Minor 
short-term 
reversible damage 
to landscapes  

Minor damage 
including temporary 
pollution or 
contamination of 
localised natural 
environment or 
ecosystem. Minor 
reversible damage 
to landscapes. 
Temporary 
reduction of one or 
more of species.  

Widespread 
damage to local 
natural environment 
and ecosystems 
taking several years 
to recover and 
extensive 
restoration work. 
Localised reversible 
damage to 
landscapes. 
Moderate reduction 
of one or more 
species.  
 

Long-term and 
significant damage 
to natural 
environment and 
ecosystems taking 
>5 years to recover 
and significant 
restorative work. 
Localised 
irreversible damage 
to landscapes. 
Significant 
reduction in one or 
more species.  

Irreversible and 
extensive damage 
to significant natural 
environments and 
ecosystems. 
Widespread 
irreversible damage 
to landscapes. 
Permanent loss of 
one or more 
species.  

Reputation 
and 
stakeholder 
relationship  

External Reputation 
not affected. No 
effort or expense 
required to recover.  

Adverse attention 
from community 
groups and district 
media – no more 
than 1 day.  

Regional and 
district media 
attention short term 
(1-3 days). Partial 
loss of stakeholder 
confidence. 
Negative 
association with 
ŌDC brand. Little 
effort or expense 
required to recover. 

Nationwide media 
attention, more than 
3 days. Significant 
reduction in 
stakeholder 
confidence. 
Negative 
association with 
ŌDC brand. 
Requires effort or 
expense to recover 
and mitigate. 

Prolonged adverse 
national media 
attention. 
Significant long-
term reduction in 
stakeholder 
confidence. 
Potential statutory 
management 
intervention. 
Significant damage 
to ŌDC brand 
requiring urgent 
effort and expense 
to recover. Involves 
unplanned council 
time to address. 
 

Financial  Less than 10% loss 
of revenue, 
increase in expense 
or liability.  

Between 10% and 
19% loss of 
revenue, increase 
in expense or 
liability.  

Between 20% and 
29% loss of 
revenue, increase 
in expense or 
liability.  

Between 30% and 
49% loss of 
revenue, increase 
in expense or 
liability. 
  

Greater than 50% 
loss of revenue, 
increase in expense 
or liability.  

Performance 
and Capability  

A disruption to any 
service or activity 
that causes an 
inconvenience for 
less than 4 hours. 
(half a workday) 
Negligible 
performance 
impact.  

Minor impact on the 
quality or delivery of 
services offered. 
Disruption to any 
service or activity 
lasting less than 
one day  

Some impact on the 
quality or delivery of 
services offered. 1 
critical service or 
numerous non-
critical service 
activities which are 
undeliverable for a 
minimum of one 
week.  

Considerable 
impact on the 
quality or delivery of 
services offered. 
Impedes the 
achievement of 
objectives. One or a 
number of critical 
activities are 
undeliverable for a 

Major impact on the 
quality or delivery of 
services or 
operation. 
Sustained inability 
to deliver core 
services. One or a 
number of critical 
services or activities 
are unavailable for 
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Risk 
consequence 
category  

Negligible Minor Moderate Major Extreme 

1 2 3 4 5 

period between 2-4 
weeks.  

a period of more 
than one month.  

Assets and 
Infrastructure  

Impairment of a 
non-critical asset 
which causes an 
inconvenience for 
less than 4 hours.  
Minor damage to an 
asset  

Impairment of a 
non-critical asset 
which interrupts 
service delivery for 
less than 1 day.  
Damage to an asset  

Damage to one or 
more critical assets 
which interrupts 
service delivery for 
at least 1 week.  
Damage to multiple 
assets  

Extensive damage 
to one or more 
critical assets which 
interrupts service 
delivery for a 
month.  
Loss of an asset  

Damage to multiple 
critical assets which 
interrupts service 
delivery for more 
than 1 month.  
Loss of multiple 
assets  
 

IS Systems 
and Data  

Non-critical systems 
or data interrupted 
for less than 4 
hours.  

Loss of access to 
non-critical systems 
or data for less than 
1 day.  

Loss of access to 
critical systems 
and/or data for at 
least 1 week.  

Loss of access to 
critical systems and 
data for between 2 
to 4 weeks.  

Loss of access to 
critical systems and 
data for more than 
1 month.  
 

 

Appendix 4: Risk Likelihood  
Score Rating Probability Frequency Likelihood Criteria 

5 

Almost Certain  >90%  Frequency of more 
than once a year  

 Is expected to occur  

 Definite probability  



4 
Likely  60% - 90%  Frequency of 

occurring once a 
year  

 Will probably occur  



3 
Possible  20% - 60%  Frequency of 

occurring once 
every 5 years  

 Could occur 

2 

Unlikely  5 – 20%  Frequency of 
occurring once in 5 
-10 years  

 Not generally expected 
to occur  

 The event hasn’t 
occurred, but could  

 

1 

Rare  <5%  Once every 20 – 50 
years.  

 Exceptional 
circumstances  

 Improbable  

 Small chance of the 
event occurring  

 Caused by events 
and/or conditions 
previously unseen  

 

 
Appendix 5: Risk Matrix 

Likelihood 
rating  

Consequence rating 

Negligible Minor Moderate Major Extreme 

1 2 3 4 5 

Almost 
certain  

5 
Medium Medium High Critical Critical 

Likely  4 Low Medium High High Critical 

Moderate  3 Low Medium Medium High Critical 

Unlikely  2 Low Low Medium High High 

Rare  1 Low Low Low Medium High 
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