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ORDINARY MEETING

OF

AUDIT AND RISK SUBCOMMITTEE

AGENDA
Time: 9:15 am
Date: Tuesday, 23 February 2016
Venve: Committee Room 1

Ground Floor, Council Offices
101 Wakefield Street
Wellington

MEMBERSHIP

Mayor Wade-Brown
Peter Harris (External)
Councillor Marsh
Councillor Peck (Chair)
Councillor Woolf

Have your say!

You can make a short presentation to the Councillors at this meeting. Please let us know by noon the working day
before the meeting. You can do this either by phoning 803-8334, emailing public.participation@wcc.govt.nz or
writing to Democratic Services, Wellington City Council, PO Box 2199, Wellington, giving your name, phone
number and the issue you would like to talk about.
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AREA OF FOCUS

Providing objective advice and recommendations regarding the sufficiency, quality and
results of assurance on the adequacy and functioning of the council’s risk management,
control and governance frameworks and processes. It is also responsible for exercising
active oversight of all areas of the Council’s control and accountability in an integrated and
systematic way.

Quorum: 3 members (at least one external member must be present for a quorum to exist).
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1 Meeting Conduct

1.1 Apologies

The Chairperson invites notice from members of apologies, including apologies for lateness
and early departure from the meeting, where leave of absence has not previously been
granted.

1.2 Conflict of Interest Declarations

Members are reminded of the need to be vigilant to stand aside from decision making when
a conflict arises between their role as a member and any private or other external interest
they might have.

1.3 Confirmation of Minutes
The minutes of the meeting held on 1 December 2015 will be put to the Audit and Risk
Subcommittee for confirmation.

1.4 Public Participation

A maximum of 60 minutes is set aside for public participation at the commencement of any
meeting of the Council or committee that is open to the public. Under Standing Order 3.23.3
a written, oral or electronic application to address the meeting setting forth the subject, is
required to be lodged with the Chief Executive by 12.00 noon of the working day prior to the
meeting concerned, and subsequently approved by the Chairperson.

1.5 Items not on the Agenda
The Chairperson will give notice of items not on the agenda as follows:

Matters Requiring Urgent Attention as Determined by Resolution of the Audit and Risk
Subcommittee.

1. The reason why the item is not on the agenda; and

2.  The reason why discussion of the item cannot be delayed until a subsequent meeting.

Minor Matters relating to the General Business of the Audit and Risk Subcommittee.
No resolution, decision, or recommendation may be made in respect of the item except to
refer it to a subsequent meeting of the Audit and Risk Subcommittee for further discussion.
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2. General Business

DRAFT 2015/16 FINANCIAL STATEMENTS AND PROPOSED
SIGN OFF PROCESS

Purpose

1. The purpose of this report is to obtain the agreement of the Subcommittee as to the
proposed format and disclosures for the Council’'s 2015/16 financial statements and
proposed sign-off process.

Recommendations
That the Audit and Risk Subcommittee:
1. Receive the information.

2. Note that the draft 2015/16 financial statements template is currently being reviewed by
Audit New Zealand and that their comments / recommendations will be reflected in the
draft template financial statements to Audit and Risk Subcommittee in June 2016.

3. Note that the draft 2015/16 financial overview template will be submitted to Audit and
Risk Subcommittee in June 2016.

4.  Approve the proposed format and disclosures for the 2015/16 financial statements
subject to:

a. Consideration of the implications of any changes in NZ GAAP arising up to 30
June 2016 which may be required to be applied retrospectively;

b. The determination and disclosure of the final results of operations, cash-flows
and financial position for the year ending 30 June 2016 (and any subsequent
impact on the notes to the financial statements); and

C. Receiving final clearance from Audit New Zealand.

5.  Approve the sign-off process and timetable for the 2015/16 financial statements.

Background

2. Section 98 of the Local Government Act (LGA) 2002 requires the Council to prepare
and adopt an Annual Report containing specified disclosures within four months after
the end of the financial year. Section 111 of the LGA 2002 requires Council to comply
with generally accepted accounting practice (GAAP) in preparing the Annual Report.

3.  Council officers propose to prepare the 2015/16 Annual Report for adoption on the 28
September 2016. In order to achieve this timeframe, a draft template has been
prepared for the Subcommittee’s review which identifies the proposed financial
statement format and disclosures. This report also outlines the proposed sign-off
process and timetable for adoption of the 2015/16 Annual Report.

4.  The template for the financial statements is currently being reviewed by Audit New
Zealand as part of their financial statement audit for the year ending 30 June 2016 and
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their comments / recommendations will be incorporated into the template set of draft
financial statements to the Subcommittee in June 2016.

5.  The draft 2015/16 financial overview template will also be provided to the Audit and
Risk Subcommittee in June 2016 for their feedback.

Discussion

Significant changes in the content and format of the Council’s financial statements

Process

6. The template has been drafted by the Council’s Financial Accounting team, who are

10.

11.

mindful of the Subcommittee desire to enhance the presentation of the financial
statements to increase readability to a wide range of readers.

Following on from last years review of the financial statements and note disclosure, this
years review has focussed on the format of these statements and how they could be
best presented. This has resulted in major changes to the order that the financial
statements and their notes are being presented.

The draft financial statements contained in Attachment 1 will undergo further
presentational format changes, such as colour coding various financial sections e.g.
Statement of Comprehensive Revenue and Expense, Statement of Financial Position
etc.

The financial statements have been prepared where possible using plain english
explanations but given the complexity of Council operations and the requirements of
accounting standards, they will include technical explanations that only experienced
readers of financial statements will understand. In order to ensure a greater
understanding of the financial statements is available, key messages, themes and
results achieved will be explained in the Financial Overview in a manner that allows for
better understanding by a wider audience. This approach will be reflected in the
document as a whole.

It is important to note that the template reflects applicable PBE accounting standards
as at the date of preparation and any subsequent changes to accounting standards will
be updated at the next Subcommittee meeting.

These changes in format are subject to Audit NZ review and any changes /
recommendations arising from that review will be incorporated into the financial
statements to be presented in the September 2016 meeting.

Key changes in the financial statements template

12.

13.

This section sets out the non PBE accounting standard changes made to the template
that were made to increase the readability of the financial statements.

The major changes are:

. The merging of the Statement of Compliance and the Statement of Responsibility
into one statement at the front of the financial statements. This is largely
prescribed in what must be stated but it does clearly outline what makes up the
reporting entity, what it is that Council has to comply with and who has the
responsibility.

. The financial statements have had their note disclosure and relevant accounting
policies grouped together into a set format. You will note that the contents page
outlines the groupings around each particular financial statement. This is a
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departure from the traditional groupings of all financial statements together

followed by all accounting policies and then all note disclosures. Any general

accounting policies that apply to more than one financial statement will be

disclosed at the end of the financial section.

14. There are no changes to the financial statements arising from any new PBE standards.

Proposed sign-off process for the 2015/16 financial statements

15. On the basis that the Subcommittee has been delegated the primary responsibility for

the audit of the Council’s financial statements, a proposed sign-off process and

timetable has been developed in order to adopt the 2015/16 Annual Report. This is
outlined in Attachment 2 to this report.

16. The timelines for the adoption of the Annual Report have been changed to

accommodate the additional workloads arising from the implementation of the new
financial system. The Annual Report is now scheduled for adoption at the last Council
meeting of the triennium.

Attachments

Attachment 1. Proposed sign off process and timetable
Attachment 2.  Draft Financial Statements 2016 Template

Page 11
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Author Richard Marshall, Manager Financial Accounting
Authoriser Andy Matthews, Chief Financial Officer
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SUPPORTING INFORMATION

Consultation and Engagement

There are no requirements to consult on the issues raised in this paper or report.

Treaty of Waitangi considerations
There are no specific Treaty of Waitangi considerations.

Financial implications
There are no new financial implications arising from this paper.

Policy and legislative implications

There are no new policy or legislative impliciations arising from this paper.

Risks / legal
There are no new risks or legal impliciations arising from this paper.

Climate Change impact and considerations
There is no climate change impliciations arising from this paper.

Communications Plan
No communication plan is required for this paper.

ltem 2.1
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Proposed sign off process and timetable for the 2015/16

Annual Report

Date:

23 February 2016
(scheduled)

5 August 2016

8 August 2016

6 September 2016
(TBC)

13 September 2016
(TBC)

22 September 2016
(TBO)

Action:

Audit and Risk Subcommittee Meeting

Subcommittee to review and conditionally approve draft
format for the 2015/16 financial statements and the proposed
sign-off process.

Consolidated draft financial statements, including results of
operations and cash-flows for the year ending 30 June 2016,
financial position as at 30 June 2016 and financial overview
available for internal review and management sign off.

Audit New Zealand commence final audit fieldwork

Audit and Risk Subcommittee briefing on major provisions
and issues.

Audit and Risk Subcommittee Meeting

Subcommittee to review consolidated draft financial
statements, including results of operations and cash-flows for
the year ending 30 June 2016, financial position as at 30 June
2016 and financial overview, subject to final Audit New
Zealand clearance. Subcommittee to also review Statements
of Service Performance, report on CCOs and report on mana
whenua partnership.

Subcommittee to review the draft letter of representation
letter.

Subcommittee to recommend adoption of 2015/16 financial
statements to the Governance, Finance and Planning
Committee and the letter of representation.

Audit New Zealand to issue letter of comfort to strategy and
Policy Committee as to whether an unqualified, or qualified,
audit opinion will be issued.

Governance, Finance and Planning Committee Meeting
Committee to recommend adoption of 2015/16 financial
statements to Council.

Attachment 1 Proposed sign off process and timetable Page 11
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Date: Action:

28 September 2016 Council Meeting

(scheduled) Council to adopt 2015/16 financial statements.
Management Letter of Representation issued to Audit New
Zealand.

Audit New Zealand sign Audit Opinion.
Media Release — Financial Results for the year ending 30
June 2016.

TBC October 2016 Release of published Annual Report.

Attachment 1 Proposed sign off process and timetable Page 12
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Attachment 2 Draft Financial Statements 2016 Template
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AUDIT NEW ZEALAND JUNE 2016 AUDIT PLAN

Purpose

1. The purpose of this report is to update the Subcommittee on the Audit New Zealand
arrangements for the audit of financial statements, including statements of service
performance for the year 30 June 2016.

Recommendations
That the Audit and Risk Subcommittee:
1. Receive the information.

2. Note the draft Audit Proposal Letter prepared by Audit New Zealand (attachment 1)
and their approach to auditing the Council and Group.

3. Note the draft Audit Engagement Letter prepared by Audit New Zealand.

Delegate the authority to finalise the Audit Engagement Letter to the Mayor and Chair
of the Audit and Risk Subcommittee.

5. Delegate the authority to sign the Audit Engagement Letter to the Mayor.

Background

2. With the approach of the June 2016 year end, it is appropriate to review the draft
approach Audit New Zealand is proposing to take with the audit of the financial
statements and provide the Subcommittee the opportunity to highlight any others
matters or areas that they would like Audit New Zealand to focus on during the audit.

Discussion

3. Audit New Zealand’s approach to the audit is set out on page 5 of attachment 1 of the
letter to Council where it identifies business issues. Management has no other
business issues to bring to the Subcommittee or Audit New Zealand’s attention.

4.  Audit New Zealand have outlined the key dates of the audit on page 9 of attachment 1,
with the proposed date for the audit opinion being the 28" September 2016.
Management has in place a programme of work to ensure the financial statements with
be completed within this timeframe.

5.  Audit New Zealand have set out their professional fees for the audit on page 10 of
Attachment 1; these are as per the Audit Proposal Letter of 23 April 2014.
Next Actions

6. The Mayor is required to sign the letter as per page 3 of Attachment that gives
agreement to the audit to proceed as outline in the attachment.
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| Authoriser

| Andy Matthews, Chief Financial Officer

ltem 2.2

Page 114



AUDIT AND RISK SUBCOMMITTEE
23 FEBRUARY 2016

SUPPORTING INFORMATION

Consultation and Engagement
<insert text here>

Treaty of Waitangi considerations
<insert text here>

Financial implications
<insert text here>

Policy and legislative implications
<insert text here>

Risks / legal
<insert text here>

Climate Change impact and considerations
<insert text here>

Communications Plan
<insert text here>

Item 2.2
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is not the case, it is likely to result in cost overruns, which we may
seek to recover from you.

11

Attachment 1 Audit Plan June 2016
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3. Public Excluded

Resolution to Exclude the Public:

THAT the Audit and Risk Subcommittee :

Pursuant to the provisions of the Local Government Official Information and Meetings
Act 1987, exclude the public from the following part of the proceedings of this

meeting namely:

General subject of the matter
to be considered

3.1 Internal Audit Update

3.2 Security Report 2015/16

3.3 Health and Safety Work
Act

3.4 Health and Safety Report -
six month period to 31
December 2016

Reasons for passing this resolution
in relation to each matter

7(2)(c)(ii)

The withholding of the information is
necessary to protect information which
is subject to an obligation of confidence
or which any person has been or could
be compelled to provide under the
authority of any enactment, where the
making available of the information
would be likely to damage the public
interest.

7(2)(c)(ii)

The withholding of the information is
necessary to protect information which
is subject to an obligation of confidence
or which any person has been or could
be compelled to provide under the
authority of any enactment, where the
making available of the information
would be likely to damage the public
interest.

7(2)(b)(i)

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.

7(2)(b)(i)

The withholding of the information is
necessary to protect information where
the making available of the information
would be likely unreasonably to

Ground(s) under section 48(1)
for the passing of this resolution

s48(1)(a)

That the public conduct of this item
would be likely to result in the
disclosure of information for which
good reason for withholding would
exist under Section 7.

s48(1)(a)

That the public conduct of this item
would be likely to result in the
disclosure of information for which
good reason for withholding would
exist under Section 7.

s48(1)(a)

That the public conduct of this item
would be likely to result in the
disclosure of information for which
good reason for withholding would
exist under Section 7.

s48(1)(a)

That the public conduct of this item
would be likely to result in the
disclosure of information for which
good reason for withholding would
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prejudice the commercial position of the  exist under Section 7.
person who supplied or who is the
subject of the information.

3.5 Risk Management - 7(2)(c)(ii) s48(1)(a)

Update The withholding of the information is That the public conduct of this item
necessary to protect information which  would be likely to result in the
is subject to an obligation of confidence  disclosure of information for which
or which any person has been or could  good reason for withholding would
be compelled to provide under the exist under Section 7.
authority of any enactment, where the
making available of the information
would be likely to damage the public
interest.
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