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Have your say!
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AREA OF FOCUS

The Finance, Audit and Risk Subcommittee oversees the work of the Council in discharging
its responsibilities in the areas of risk management, statutory reporting, internal and external
audit and assurance, monitoring of compliance with laws and regulations (including health
and safety), and significant projects and programmes of work focussing on the appropriate
management of risk.

To read the full delegations of this Subcommittee, please visit wellington.govt.nz/meetings.

Quorum: 4 members (at least one external member must be present for a quorum to exist).
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1. Meeting Conduct

1.1 Karakia
The Chairperson will open the meeting with a karakia.
Whakataka te hau ki te uru, Cease oh winds of the west
Whakataka te hau ki te tonga. and of the south
Kia makinakina ki uta, Let the bracing breezes flow,
Kia mataratara ki tai. over the land and the sea.
E h1 ake ana te atakura. Let the red-tipped dawn come
He tio, he huka, he hauhi. with a sharpened edge, a touch of frost,
Tihei Mauri Ora! a promise of a glorious day

At the appropriate time, the following karakia will be read to close the meeting.

Unuhia, unuhia, unuhia ki te uru tapu nui  Draw on, draw on
Kia watea, kia mama, te ngakau, te tinana, Draw on the supreme sacredness

te wairua To clear, to free the heart, the body
| te ara takatu and the spirit of mankind

Koia ra e Rongo, whakairia ake ki runga Oh Rongo, above (symbol of peace)
Kia watea, kia watea Let this all be done in unity

Ae ra, kua watea!

1.2 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.

1.3 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.

1.4 Confirmation of Minutes
The minutes of the meeting held on 12 November 2020 will be put to the Finance, Audit and
Risk Subcommittee for confirmation.

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 Finance, Audit
and Risk Subcommittee.

The Chairperson shall state to the meeting:
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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.

The item may be allowed onto the agenda by resolution of the Finance, Audit and Risk
Subcommittee.

Minor Matters relating to the General Business of the Finance, Audit and Risk
Subcommittee.

The Chairperson shall state to the meeting that the item will be discussed, but no resolution,
decision, or recommendation may be made in respect of the item except to refer it to a
subsequent meeting of the Finance, Audit and Risk Subcommittee for further discussion.

1.6 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 31.2 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.

Requests for public participation can be sent by email to public.participation@wcc.govt.nz, by
post to Democracy Services, Wellington City Council, PO Box 2199, Wellington, or by phone
at 04 803 8334, giving the requester's name, phone number and the issue to be raised.
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2. General Business

ASSURANCE AND INTEGRITY REPORT

Purpose

1. This report provides the Finance, Audit and Risk Subcommittee with information on:
. Progress against Te Aho Marutau Internal Audit Plan 2020-21
) Internal Fraud, Protected Disclosures and Investigations
. Progress on internal audit findings.

2. The information in this report supports the Finance, Audit and Risk Subcommittee to
discharge its responsibilities regarding oversight of:
. the effectiveness of internal control systems in place, including appropriate
systems to prevent, detect and effectively investigate fraud

. internal audit coverage and annual work plans
. management’s implementation of internal audit recommendations
Recommendation/s

That the Finance, Audit and Risk Subcommittee:

1. Receive the information.

2 Note the progress of Te Aho Marutau Internal Audit Plan 2020-21.

3. Note the update on Internal Fraud, Protected Disclosures and Investigations.
4

Note the progress made to address open audit findings.

Background

3.  The Te Aho Marutau Internal Audit Plan 2020-21 was approved by the Finance, Audit
and Risk Subcommittee on 12 November 2020. The plan is prepared annually and
updated as required throughout the financial year to respond to the changes in risk
profile and operating environment. The plan is designed to support the evaluation of
the Council’s internal control systems.

4.  The Internal Control System is the attitude, actions and processes effected to assure
achievement of an organisation’s objectives. The Internal Control System comprises:
. control environment

risk management

control activities

information and communication

assurance and monitoring activities
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5. Internal Audit issues recommendations to management to address the risks from
findings identified through our internal audit engagements. We agree with
management a set of actions and timeframes for completion. Internal Audit monitors
and reports on management’s progress to complete these actions.

6. Internal Audit has responsibility to receive protected disclosures and to have oversight
of any investigations under the Protected Disclosures Act 2000. Internal Audit will bring
to the attention of the Subcommittee any allegations of internal fraud or other
suspected financial misappropriation, and any protected disclosures or investigations
instigated.

Update on Te Aho Marutau Internal Audit Plan 2020-21

7.  Internal audit engagements are conducted according to the approved Internal Audit
Plan 2020-21 and are on track for completion by 30 June 2021:

Audit

Overview Status
Engagements

Action Plans | We reviewed the adequacy of plans to strengthen controls | Completed
for Nasty associated with the critical risks of personal confrontation
Nine and work-related health hazards (hazardous substances).

Our key findings were:

e The Council needs to complete strategic planning to
ensure it is setting and doing the right work to reduce
the likelihood and consequence of risk exposure and
prevent harm and injury to people and the
environment.

e There is incomplete oversight and validation to confirm
the effectiveness of controls and completion of actions
to reduce risks. Having efficient risk review and
recording processes in place is key to reducing the risk
of failure, injury or risk of significant harm.

e The Council's Risk Manager System is not complete to
enable full risk oversight. Without this, Council may not
have the information needed to strengthen the control
environment.

The issues have been discussed with ELT and appropriate
management actions are underway.

Continuous The objective of these checks is to identify potential In progress —
auditing systemic issues for higher-risk areas. The areas that have Interim report
activity been included in our scope of work are: issued

e Appropriateness and approval of sensitive expenditure
e Vendor data maintenance, including duplicates and

frequent changes Testing for
e Management of conflicts of interest between Council Quarter Three (1
staff and third parties Jan - 31 Mar
2021) will

e Completeness of Gift Register declarations )
commence in
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Audit

resilience and support continuity during a disruption.

Overview Status
Engagements
Samples were tested for the period 1 July 2020 -31 April
December 2020 and interim results include:
e No unusual or unexplained vendor data changes
e Sensitive expenditure is well justified, includes
supporting documents and one-up authorisation
A year-end summary of systemic issues, positive aspects
and recommendations will be provided to management.
Procure to The objective of this review is to assess the effectiveness of | In Progress —
Pay the purchase, receipting and invoice matching processes. draft report in
progress
Building The objective of this review is to assess the readiness for In progress —
Consent the International Accreditation New Zealand (IANZ) fieldwork and
Authority accreditation assessment in May 2021 and to identify any testing in
Accreditation | significant accreditation risks. progress
Readiness
Assessment
Business Review effectiveness and maintenance of continuity Not started
continuity planning including completeness of business impact
processes. assessments and plans to assure that WCC can maintain

Progress on Internal Audit Findings

8.

10.

There are no matters of concern to bring to the attention of the Subcommittee relating
to the progress by management to address internal audit recommendations.
Management is making progress to address open internal audit recommendations.
During the period we closed 1 high and 1 medium rated risk finding.

Three new items (1 high and 2 medium) were added to our follow up register, both
from the Action Plans for the Nasty Nine audit.

The following shows the number of open high and medium risk findings currently in

progress:

High Medium

Total

Open Internal Audit Findings — In Progress 7 8

15

Item 2.1
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Internal Fraud, Protected Disclosures and Investigations

11.  Since our last report to the Subcommittee on 12 November 2020, no protected
disclosures have been made to the Assurance team. We are not aware of any
allegations of internal fraud or other suspected financial misappropriation.

12.  During the period, we investigated two complaints in response to concerns received
from the public:

. We completed an independent assessment of whether the decision to grant an
encroachment licence followed a robust process; and whether there was any
conflict of interest relating to the decision made. We have concluded that the
Council followed proper process in coming to its decision, and there is no
indication of conflict of interest on behalf of officers involved in the decision-
making process.

. We completed an independent review of the communication and professionalism
of the Parking Services Team in response to a complaint from a member of the
public. We concluded that there had been no misconduct by officers when
dealing with the matters raised by the customer.

13. Process improvements points from our investigations have been provided to
management for consideration.

Attachments

Nil

Author Phyllis Lee, Team Leader Complaints & Information Assurance
Authoriser Stephen McArthur, Chief Strategy & Governance Officer
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SUPPORTING INFORMATION

Engagement and Consultation
There are no requirements to consult on the matters raised in this paper.

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

Financial implications
There are no new financial implications raised in this paper.

Policy and legislative implications
There are no new policy or legislative implications raised in this paper.

Risks / legal

Some risk has been identified from our audit work completed and these have been communicated to
relevant officers and will be managed in line with the Council’s Enterprise Risk Management
Framework

Climate Change impact and considerations
There are no climate change implications arising from this paper.

Communications Plan
No communication plan is required for this paper.

Health and Safety Impact considered
There are no health and safety implications arising from this paper.
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LONG-TERM PLAN FORECASTING ASSUMPTIONS

Purpose

1. This report asks the Finance, Audit and Risk Subcommittee to note the Long-Term Plan
significant forecasting assumptions that have been used as the basis of planning.

2. The draft significant forecasting assumptions were received by the Annual Plan/Long-
Term Plan Committee on 4 February 2020, at which it was requested that the
assumptions be shared with the Finance, Audit and Risk subcommittee for their review.

Summary

3. Forecasting assumptions are an essential input into the development of Council’s Long-
Term Plan. Attachment 1 outlines the draft forecasting assumptions used for the
development of the 2021 Long-Term Plan and are presented here for Councillor review.

4.  In support of these forecasting assumptions, the Council has commissioned economic
advice of the impacts of COVID-19 on Wellington City. This advice is presented in this
paper and shows an overall short-term impact on Wellington City, felt differently across
different economic sectors. It forecasts a return to pre-Covid levels of economic activity
over the coming two to five years, noting the potential for ongoing structural changes
in some sectors.

5. Since the Annual Plan/Long-Term Plan Committee on 4 February 2020 there have been
some updates to the draft assumptions including additions of funding and cost of
carbon assumptions and updates to the climate change assumption. These are outlined
in paragraph 30.

Recommendation/s
That the Finance, Audit and Risk Subcommittee:

1. Receive the information.

2. Note that the 2021 Long-Term Plan forecasting assumptions will be presented back for
adoption alongside the LTP Consultation Document following audit.

Background

6.  Setting significant forecasting assumptions is a required component of developing a
Long-Term Plan (LGA 2002 Schedule 10, Section 17). Forecasting assumptions required
are those that underlie the financial estimates, with additional information required
where there is a high degree of uncertainty relating to assumptions.

7. The Council is developing this Long-Term Plan in an environment of heightened
uncertainty, particularly as a result of COVID-19. As a result, it is likely that there will be
increased scrutiny of the assumptions underpinning Council plans.
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Figure 1: Statutory requirements for significant forecasting assumptions
17 Significant forecasting assumptions
A long-term plan must clearly identify—
a) all the significant forecasting assumptions and risks underlying the financial estimates:
b) without limiting the generality of paragraph (a), the following assumptions on which the
financial estimates are based:
i. the assumptions of the local authority concerning the life cycle of significant assets; and
ii.the assumptions of the local authority concerning sources of funds for the future
replacement of significant assets:
c) in any case where significant forecasting assumptions involve a high level of
uncertainty,—
1. the fact of that uncertainty; and
ii.an estimate of the potential effects of that uncertainty on the financial estimates provided

Discussion

Approach to setting assumptions

8.

10.

Given heightened levels of uncertainty, the approach in setting significant forecasting
assumptions has been to establish an initial set of working assumptions to inform asset
and service planning, and then to reconfirm assumptions early in 2021 in time for final
assumptions to be communicated alongside the consultation document in March/April
2021.

In setting forecasting assumptions, a key focus has been on ensuring internal and
external consistency in the alignment between planning and budgeting within the LTP
and planning and policy settings through other processes. These include:

o Planning for Growth and the development of the draft spatial plan (and in-turn
the development of the Wellington Regional Growth Framework)

o Other territorial and regional council long-term planning

. The development of three strategies (Economic, Social framework and Arts and
Cultural)

o Central government policy including relevant National Policy Statements.

Long-Term Planning staff have worked closely with these other Council workstreams,
particularly Planning for Growth, to ensure an aligned approach to the setting of
assumptions.

Working assumptions

11.

The initial working assumptions developed in the early part of 2020 focused around the
key drivers of asset and service planning:

o Population change — based on assumptions underpinning the draft Spatial Plan
from Council's population forecasting provider Forecast.id.

o Economic conditions — based on early commissioned economic analysis of the
impacts of COVID-19

o Climate and Resilience — based on alignment to Ministry for the Environment

projections and guidance on planning for the impacts of climate change.
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12.  These have been supplemented in October and November 2020 through the
development of working financial assumptions underlying early budget material,

including:

. Asset value growth

. Inflation

. Interest rates — costs of borrowing

. Returns on investment (including Wellington International Airport dividends) and

other funding sources.

13. These financial assumptions are based on sources including SOLGM cost indices, and
asset valuation advice from economic forecasters including BERL and CBRE. They cover
the 'must have’ assumptions as outlined by SOLGM and Council auditors. Full details of
the assumptions and the sources of information are included in Attachment 1.

How have the impacts of COVID-19 been considered?

14. The Council's Long-Term Plan is being prepared in an environment of heightened
uncertainty given the global and national impacts of COVID-19. Incorporating
assumptions on the impacts of COVID-19 is essential and supported through OAG
practice note 'Covid-19 assumptions in your long-term plan’ which guides local
authorities to establish assumptions around Government health restrictions; population
growth; economic impacts; and behavioural trends.

15.  During the development of the Long-Term Plan Council has monitored the potential
impacts of COVID-19 and in January 2021 commissioned economic analysis to inform
an update to the forecasting assumptions based on the most recent forecasting of the
potential impacts of COVID-19 on Wellington City. The full report Forecasts for long
term planning for Wellington City Council is available as Attachment 2 to this report.

16. Some of the key COVID-19 macroeconomic assumptions that underpin that are:
. No further lockdowns — forecasts are based on no further nationwide lockdowns

. Foreign tourism remains suppressed at a 99% reduction for the year to March
2021 and 91% for the year to March 2022.

o Domestic tourism spending increases given border restrictions

. International education revenue halves — in both the year to March 2021 and the
year to March 2022.

What if they were to change?

17.  Any extension in length or severity of New Zealand's lockdown measures could impact the
short-term economic impacts on Wellington City. However, Infometric’s advice is that
Wellington’s economic structure means that its overall outlook in the medium to long term
is not particularly sensitive to changes in these assumptions.

18. Wellington's tourism and hospitality sectors are however highly sensitive to COVID-19.
Further lockdowns or delays to the recovery of international tourism may lead to further
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19.

businesses closures. This would cause a loss of jobs in the short term and may reduce
Wellington City capacity to recover in the medium term when international tourists return.

While a repeat of level 4 lockdown as experienced in early 2020 may be unlikely, that
lockdown resulted in lost Council revenue of $13.6m. A lengthened period of COVID-19
restrictions or increased alert levels could have a similar repeated impact on Council
revenue. Officer's advice around debt limits and borrowing will account for this heightened
revenue risk.

Impacts of COVID-19 on economic and growth assumptions

Relevant commentary from the Infometrics report is included below

GDP
20.

Economic activity in both Wellington and New Zealand overall is forecast to decline in
2021 on the back of the lockdown in 2020 and other effects from COVID-19.
Wellington is forecast to decline by 3.1%, a better result than the national decline of
4.1%. Wellington's large public sector will serve to insulate its economy from the effects
of COVID-19. Wellington is expected to bounce back by 2.3% in 2022, tread water with
0.5% growth in 2023, and sit comfortably about 2% annual growth for the remainder of
the decade.

21. Thanks to the strong recovery in 2022, Wellington's economy is expected to return to
its pre-COVID size by 2022.
GDP growth Wellington City
Annual % change New Zealand
6%
4% S\
2% m A P
T/ \ I~
O% r T T T T T T
2%
V
-4% V
-6%
11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Unemployment
22. We expect Wellington's unemployment to remain well below the national average over

the coming years. This is based on the relative strength of Wellington’s economy,
underpinned by a strong public sector. Experience from the GFC indicates that only a
fraction of job losses in Wellington City translate to an uptick in unemployment in the
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city, as so many workers commute in from the broader region

Unemployment rate s \Wellington City NZ
9.0%
8.0% e
7.0%
6.0% [ S—
50% e

40% L& A

3.0%

2.0%
1.0%
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02 06 10 14 18 22 26 30

Population

23. Population growth is forecast to ease, but remain positive, over 2021 to 2023 as
COVID-19 adversely affects international net migration, a key source of Wellington's
population growth. Growth is forecast to gradually rise over the remainder of the
decade, reaching 1.1% per annum by 2030. This growth is underpinned by strong
forecast growth in employment in the city, and an ageing population which require
replacement workers as they retire from the workforce. Wellington City’s population is
forecast to grow from 216,200 in 2020 to 242,400 in 2030". This amounts to an
additional 26,200 people in a ten-year period.

Population growth rate Historic
WellingtonCity Projection
3.0%
2.5%

2.0% /\

15% / \VA — \
1.0% \ / \ / \/\V/‘\.‘ S
0.5% \/ \/\/\/ “‘"’/

O.o% r T T T T T T T T T T T T T T T T T T T T T T T T
96 00 04 08 12 16 20 24 28

" The long-term population projections from the Infometrics report is higher than those used in our
significant forecasting assumptions in Attachment 1. This results from each assumption coming from
two separate providers with differing economic models. The higher Infometrics projection is still within
the range of our Spatial Planning predicting growth of between 50,000 to 80,000 people over the next
30 years.
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24.  While this Infometrics modelling of the effects of COVID-19 on population projections
indicate an easing in population growth in the short-term, the long-term population
growth projections as used within Council Spatial Planning still remain relevant over the
long-term and remain the basis of long-term planning related to infrastructure
planning within the Long-Term Plan.

What about working from home?

25. Greater acceptance of working from home post-COVID-19 may dramatically shift how
people trade-off higher housing costs for shorter commutes, as in many cases they may
only be commuting several days per week. This could have impacts on relative growth
patterns across the Wellington Region. Working from home has also in the short-term
impacted on retail spending trends across different parts of Wellington City and could lead
to something of a structural change in the city’s retail and hospitality industries.

26. The potential long-term impacts of working from home are still too uncertain to be used
to shape long-term impact growth assumptions. The impacts of different commuting and
retail patterns as a consequence of working from home will be a continued area of
monitoring for the Council during the Long-term Plan.

What are the impacts of COVID-19 forecasts on our budget and plan?

27. What this means for planning is that Council can expect lower revenue for services,
particularly CCO revenue which relies on domestic and international tourism. Council can
also expect lowered ratepayer affordability in the short-term, alongside increased demand
for support from Council for sectors such as arts and cultural sector and other community
groups whose other sources of revenue may become increasingly constrained.

28. Revisiting assumptions late in the LTP process has allowed for an updated set of
financial assumptions, for example non-rates revenue. It also has enabled an updated
economic outlook which will be useful for Councillor and community understanding of
the risks associated with Council’s plans. Late changes to assumptions have not
however, led to changes to long-term fundamental assumptions underpinning
infrastructure planning such as 30-year population growth.

29. All of the current assumptions are outlined in detail in Attachment 1 including
discussion on the level of certainty and risks. This lays out assumptions in a format that
will be carried through to the final Long-Term Plan.

Changes to assumptions since Annual Plan/Long-Term Plan Committee review

30. There have been three changes/additions to the draft forecasting assumptions since
the Annual Plan/Long-Term Plan Committee received them on 4 February.

. The addition of an assumption on the cost of carbon. This is in response to
Councillor discussion on this point and its potential significance for decision
making. This was already an underlying assumption within the draft budget but is
now documented in the significant forecasting assumptions.

. Updating the description of the assumption on climate change to both more
directly link to Ministry for the Environment guidance and update the wording
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31.

around uncertainty to reflect uncertainty as to the pace or speed of change rather
than the level

. The addition of funding assumptions relating to the alternative funding models
that are now included in relation to city housing, sludge minimisation, LGWM and
central library.

The updated assumptions are included in Attachment 1.

Next Actions

32. Councillors have considered draft Long-Term Plan budgets and options at the
Committee meeting on 18 February 2021 and 4 March 2021. The budget and plans
reviewed were based upon the assumptions outlined in this paper.

33. As a part of the audit process for the Long-Term Plan Consultation Document the
significant forecasting assumptions will reviewed by Council auditors. Any changes that
may be required as a result of that audit will be presented to the Committee alongside
the Consultation Document for approval.

34. The audited significant forecasting assumptions will be made available to the public
alongside the Consultation Document to enable a transparent view of the assumptions
underpinning the draft proposals and will allow for public feedback on proposals based
on review of these assumptions.

Attachments

Attachment 1. Significant Forecasting Assumptions { & Page 22

Attachment 2.  Infometrics Report: Forecasts for long term planning for Page 37

Wellington City Council § &
Author Geoffrey Coe, Senior Advisor Planning and Reporting
Authoriser Stephen McArthur, Chief Strategy & Governance Officer
Sara Hay, Chief Financial Officer
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SUPPORTING INFORMATION

Engagement and Consultation

Significant forecasting assumptions will be available alongside the LTP Consultation
Document when it is presented for consultation. This will allow for public feedback on
proposals based on review of these assumptions.

Treaty of Waitangi considerations
No specific Treaty of Waitangi considerations are anticipated as part of the setting of these
significant forecasting assumptions.

Alongside having an understanding of the economic outlook for Wellington City as a whole,
the economic outlook for the Maori economy (including the impacts of COVID-19) do
however need to be a consideration for Council in planning future services. The
commissioned economic analysis attached to this paper does not include insight on the
Maori economy, however Council have used other reports that have considered the outlook
for the Maori economy and these have been referred to by Council staff in service and
strategic planning within this Long-Term Plan.

Financial implications

The setting of forecasting assumptions has direct impact on the development of Council
budgets, as such there are significant cost impacts of the setting of assumptions. This is most
directly related to the setting of financial assumptions such as inflation or interest rates. The
Council’s finance team has informed the setting of all relevant assumptions in this paper and
the financial impacts of assumptions will be reviewed through review of the LTP budget.

Policy and legislative implications

The setting of significant forecasting assumptions is a legislative requirement under the Local
Government Act 2002 (Schedule 10, Section 17). All requirements outlined in legislation have
been reviewed and included in the draft assumptions included. In addition to this the Office
of the Auditor General has released additional guidance around the approach to assumption
setting for the 2021 Long-Term Plans and this guidance has been incorporated into Council's
approach to the setting of these assumptions.

Risks / legal

Risk is inherent in the setting of all significant assumptions, as such, and as required by
legislation, the certainty, risks, impacts and mitigations for assumptions and their risks is
outlined alongside each assumption.

Climate Change impact and considerations

The significant forecasting assumptions include an assumption about climate change in line
with Ministry for the Environment's guidance and projections. By incorporating climate
change projections as an assumption in our Long-Term Plan (rather than treating it as a
future risk) it creates the requirement of a response to climate change to be addressed in the
body of the Long-Term Plan.
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The response to the climate change assumption will be included in the Long-Term Planning
proposals provided to Councillors in upcoming LTP/AP Committee meetings.

Communications Plan

Significant forecasting assumptions will be available alongside the LTP Consultation
Document when it is presented for consultation. No stand-alone communications are
planned on these assumptions before that time. Given this paper includes a report on the
economic impacts of COVID-19 on Wellington City it may generate some public interest, and
Council officers will respond to queries on the report and our assumptions as required.

Health and Safety Impact considered
None.
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Draft Significant forecasting assumptions

The tables below outline the specific forecasting assumptions to be used in the preparation of the 2021 LTP and associated documents. It notes their data source, key
challenges and risks around the assumption including commentary on how the risk will be managed.

Population

Assumption

Data

Level of
certainty

Key risks

The long-term population forecast for Wellington City is growth of between 50,000 to 80,000 over the next 30 years. This is the Year WeIIingt-on City
forecast growth projection that underpins our Spatial Planning. Population
Planning within this LTP has been based on existing assumptions provided by Forecast.id growth projections as shown in the 2020 214,537
table to the right. (this aligns to the low end of Spatial planning projected range for population growth). Once the Spatial Plan is 2021 216,505
finalised then we will ensure full alignment between our Spatial Plan and LTP.
2022 218,734
2023 221,421
2024 223,585
2025 225,587
2026 227,094
2027 228,312
2028 229,303
2029 230,252
2030 231,242
2040 243,958
2043 248,953

Long-term population and demographic assumptions are provided by Informed Decisions (.id) for Wellington City modelling population growth, demographic changes
and housing demand at a neighbourhood and city level. These forecasts were created in December 2020 by .id, on behalf of Wellington City. Forecasts are available for
each year from 2013 to 2043. They do not consider potential impacts to assumptions stemming from COVID-19.

Forecast inputs are based on Statistics NZ data and detailed information from the Council about current and planned residential activity in the city.

Note that given COVID-19 we have supplemented our long-term population projections with advice on the short-term effects of COVID-19 on population growth. This
advice has not changed this long-term population assumption, however will be used to inform the shorter term ratepayer base growth assumption (see below) which is
informed by the short to medium term economic and growth outlook.

Moderate

Risk Effects of risk Mitigation

Population forecast growth assumptions are If population growth is higher than forecast, added pressure Moderate growth can be accommodated within
conservative, which may lead to an will be put on Council infrastructure and service provision, the present level of Council infrastructure.

leading to possible failure to meet expected levels of service
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underestimation of population growth. or constraining growth. Where higher levels of growth create demand for

A ik exsts hat tota populatin growh now nfestucture, e Counai il colect - ine
continues to track higher than average. If population growth is lower than expected, then we risk costs of new or upgraded investment.

investing in services and infrastructure that will be over
servicing the population. This impact may however be short-
term if over the long-term growth continues.

Our LTP is updated every three years allowing for
growth projections and investment plans to be
updated on a regular basis.

Risk that short-term growth will be significantly
lower than forecast as the impacts of COVID-19
slow levels of migration to Wellington.

Economic growth

Assumption That the Wellington City economy will continue to be impacted by the effects of COVID-19 until beyond 2023 with GDP remaining lower than March 2020 levels until
2024. Some sectors, including tourism related industries including hospitality will have on-going impacts well into the period of the long-term plan.

Year Wellington City Wellington City

GDP Unemployment
2019 25,651 2.3% 4.2%
2020 26,135 1.9% 3.8%
2021 25,332 -3.1% 4.2%
2022 25,904 2.3% 4.7%
2023 26,021 0.5% 4.5%
2024 26,537 2.0% 4.4%
2025 27,189 2.5% 4.3%
2026 27,815 2.3% 4.1%
2027 28,464 2.3% 4.0%
2028 29,128 2.3% 3.8%
2029 29,786 2.3% 3.8%
2030 30,430 2.2% 3.8%

Data Economic projections are based on economic modelling of Wellington City economy undertaken by Infometrics commissioned in January 2021. This report will be

available on the WCC LTP website.

Level of Moderate
certainty
Key risks Risk Effect of risk Mitigation
Economic growth is lower than forecast due to: Lower levels of economic growth will impact the affordability of | We have been conservative in our assumptions
« the impacts of COVID-19 before more severe | Council plans: around economic recovery to reduce the
or lasting longer than anticipated e ratepayer base growth assumptions will be likelihood of this downside risk

inaccurate (see later assumption) Our economic assumptions will be closely
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¢ external market factors e the affordability of Council services will be lower for monitored and any resulting updates to our long-
« insufficient investment in households, businesses and users of services t?(')n;epslgns will be made through Annual Planning
infrastructure/services constraining city P

development
Growth in ratepayer base

Assumption Historically, ratepayer base growth has been assumed at around 1% growth in capital value. Given analysis on the short-term impacts of COVID-19 on population and
economic growth, it is likely that this assumption may be for some slowing in the short term ratepayer base growth. A final assumption on ratepayer base growth
requires an estimate of rating units as at the end of 2020/21 and so will be confirmed closer to the close of the 2020/21 year nearer LTP adoption.

Data Ratepayer base growth is based on current property information from Council valuation service provider (Quotable Value Ltd), forward looking consenting, further
expected negative revaluations as a result of the November 2016 earthquake and historic trends.

Level of Moderate
certainty
Key risks Risk Effects of risk Mitigation
The growth in the ratepayer base is higher or If growth is higher than forecasted, average rates funding We will measure and report on growth in the
lower than projected. increase will be reduced by an equivalent amount as there isa | rating base and review the projections and
greater number of ratepayers across which the rates funding underlying strategy on a regular basis. Ratepayer
requirement will be allocated. growth assumptions are reconfirmed through
If growth is lower than forecasted, the average rates increase = €3N r'tAm?tuatI PI%nnlrt\g exterclzlse i”d p(;owde the
for the ratepayer will be higher. The annual impact of a 1 opgot L:jn' Y Otﬁ Jus m?n plans based upon
percent of variance in growth in the ratepayer base is updated growth projections.

equivalent to approximately $3.5 million of rates.

Civil defence and emergency

Assumption The assumed risks of a significant earthquake are in line with Wellington lifelines planning and relate to likelihood of earthquakes at different scales on the Modified
Mercalli intensity (MMI) scale. Likelihood captured in the table below.

MMI level Average return period
MMI7 ~30 years

MMI8 ~120 years

MMI 9 ~400 years
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MMI 10 ~1350 years
Data Sourced from Wellington Lifelines report 2019.
Level of Low
certainty
Key risks Risk Effects of risk Mitigation
That a significant event occurs during the period | The city is unable to recover sufficiently or In order to recover from a significant event the Council has
of the Long-Term Plan quickly enough in order to prevent long-term insurance and debt provision to provide some flexibility to
adverse effects on the population or local respond financially to adverse events.
economy. The Council is further prepared to respond to large events, as

some response plans are in place and staff members are
regularly trained. However, work is needed to ensure that
learnings from any activation are captured and contribute to the
ongoing improvement of the city’s preparedness.

A key focus for this LTP will be improving the city’s resilience.
There will be a number of earthquake strengthening and
resilience projects aimed at helping us mitigate the adverse
impact of a significant event and manage our event insurance
costs.

Climate change

Assumption We assume climate change occurs in line with Ministry for the Environment’s global emissions scenarios ranging from low to high greenhouse gas concentrations these
are informed by the Intergovernmental Panel on Climate Change (IPCC).

The most notable impact of which for Wellington City will be increased risks of coastal storm surge, and higher frequency and magnitude of flooding events, both
exacerbated by sea level rise and increased volumes of water during rainfall events.

Table 12 from the MfE guidance informs our base assumptions for planning being:
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Data

Level of
certainty

Key risks

For detailed guidance on the application of these assumptions see MfE guidance.

Assumptions are directly informed by Ministry for the Environment projections for Wellington and Wairarapa.

Moderate — while there is certainty on the direction of change, there is uncertainty as to the speed at which the climate and sea level rise will change.

Risk Effects of risk Mitigation
That sea level rise may be lower or higher than If sea level rise happens slower than assumed, then we will The effects of sea level rise occur over a long-
planned for. have over invested in mitigating or management strategies. period and we will regularly review climate
The impacts of this may be short-term as sea levels continue predictions as we make choices around our
to rise over the longer-term. investment and as we regularly update our long-
If sea level rise is faster than assumed then we will have term plans.
increased levels of service interruption, including to storm We also plan in the longer term to transition
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water and transport services. towards dynamic pathways planning.

Resource consents

Assumption Conditions for existing resource consents held by the Council will not be significantly altered. Any resource consents due for renewal during the 10-year period of this
plan will be renewed accordingly.

Data N/A
Level of Moderate- there is some uncertainty around consenting conditions for the renewal of some Council consents:
certainty e Stage 1 of the global consent for stormwater discharge expires in 2023, for stage 2 and future consents there is a likelihood of more stringent conditions as the
requirements of the National Policy Statement for Freshwater Management come into effect
e Consenting of any sludge minimisation plant in the coastal environment would be significantly more challenging that the current site
e Landfill consents expire in 2026. Given the Southern Landfill consenting conditions are substantially about the management of water, there is a likelihood that
conditions will be substantially more rigorous.
Key risks Risk Effects of risk Mitigation
Conditions of resource consents are altered The financial effect of any change to resource consent Generally, the Council considers that it is fully
significantly. requirements would depend upon the extent of the change. compliant with existing resource consents.
The Council is unable to renew existing A significant change in requirements could result in the Clhanglng Cé?n%entllng qontdltl?ns will bel |nlputtﬁ into
resource consents upon expiry Council needing to spend additional funds to enable planning individual projects- for exampie in the
compli scoping of any landfill or sludge minimisation
pliance. ;
investment.
Inflation
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Assumption Cost adjustors

Inflation rates have been estimated using the BERL mid-scenario Forecasts of Price level Change Adjustors to 2031. We also assume that the Reserve Bank will use
monetary controls to keep CPI within the 1.5 percent to 3 percent range.

2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 20yrave
Planning and regulation 3.2% | 1.7% 05% | 2.7% | 25% | 23% | 22% | 22% | 22% | 2.2% | 2.2% | 2.2% | 2.2% 2.0%
Roading 23% | 1.9% 08% | 33% | 3.1% | 3.0% | 29% | 2.9% | 29% | 29% | 2.9% | 2.9% | 2.9% 2.5%
Transport 2.8% | 1.8% 0.7% | 29% | 2.6% | 24% | 24% | 24% | 24% | 2.4% | 2.4% | 2.4% | 2.4% 2.2%
Community activities 20% | 1.7% | -02% | 3.2% | 2.7% | 2.5% | 24% | 25% | 2.4% | 2.5% | 2.6% | 2.6% | 2.4% 2.1%
‘rﬁq\’:rtfa;ae?ﬁei?v"o”me”ta' 3.8% | 2.5% | -3.8% | 6.0% | 3.5% | 2.6% | 2.7% | 2.9% | 2.8% | 3.2% | 3.3% | 3.4% | 3.1% 2.5%
WCC HR cost adjustor 2.8% | 2.8% 28% | 2.8% | 2.8% | 2.8% | 2.8% | 2.8% | 2.8% | 2.8% | 2.8% | 2.8% | 2.8% 2.8%
Data Inflation rates applied — Inflation rates have been estimated using the BERL Forecasts of Price level Change Adjustors to 2031. We also assume that the Reserve

Bank will use monetary controls to keep CPI within the 1.5% to 3% range.
Inflation is affected by external economic factors, most of which are outside of the Council’s control and influence.

Level of High

certainty

Key risks Risk Effects of risk Mitigation
That actual inflation will be significantly different | The Council’s costs and the income required to fund those Annual review through the annual plan process.
from the assumed inflation. costs will increase by the rate of inflation unless efficiency

gains can be made.
Cost of carbon

Assumption WCC assumes that the cost of carbon will inflate over the coming years as per the table below-

Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Rise to $50 in Year 2 by 2031 with

. $35.00| $35.00( $50.00( $51.00| $52.02| $53.06| $54.12 $55.20| $56.31| $57.43| $58.58| $59.75
ongoing 2% growth thereafter
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Data

Level of
certainty

Key risks

% increase from 2020 | | 0% 43% 46% 49% 52% 55% 58% 61% 64% 67% 71%

This assumption directly informs the carbon unit costs related to the Southern Landfill. More broadly the growing cost of carbon will have implications on the investment
profile of individual projects and design of Council services, these impacts will be considered through the establishment of frameworks the Council will use in future
project investment analysis and service review.

Short to medium term price assumptions are based on price controls in the NZ ETS (The initial Cost Containment Reserve price trigger to be set at $50 in 2021 and rise
by two per cent for each subsequent year). Over the long-term these assumptions trend in line with the long-term price signals from the 2018 Productivity Commission
report ‘Low Emissions Economy’ that signals a need for prices to move to between $75 and $200 by 2050.

Moderate — the certainty of our cost of carbon assumption is moderate particularly beyond 2025 when current ETS regulatory price controls expire. A range of factors
including the pace of technological change and level of economic activity could significantly affect both the long-term trend and year on year costs.

Risk Effects of risk Mitigation
That actual inflation will be significantly different | The Council’s carbon unit costs and the landfill income Annual review of the budget through the annual
from the assumed inflation. required to fund those costs will increase by the rate of plan process.

inflation unless efficiency gains can be made.

This includes to secondary impacts on other Council budget
lines, for example the cost of fuel and electricity, which are not
directly informed by this carbon price assumption.

Asset revaluations

Assumption

Data

Level of
certainty

Assumed growth in asset values are outlined in the table below. Growth in Council asset values are key drivers of forecasting increasing capital investment and
depreciation rates.

21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 29/30 30/31 40/41 50/51
Buildings Revaluation 16.5% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
Waters Revaluation 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%
Treatment Plant Revaluation 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0%
Roading Revaluation 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%

Asset revaluation assumptions are based off asset valuation analysis provided by CBRE and BERL.

Moderate — moderate uncertainty in how Council asset values will change over time
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Key risks Risk

That actual asset value growth will be
significantly different from the assumed rates.

Significant Asset lifecycles

Effects of risk

Asset value growth at higher rates than assumed will lead to
increasing pressure on rates and borrowing levels. This risk
has impacted Council planning repeatedly in recent years as
asset value growth has exceeded budgeting assumptions.

Mitigation
Annual review of assumptions through the annual
plan process.

Assumption The estimated useful lives of significant assets will be as shown in the Statement of Accounting Policies. The asset life of key assets (three waters and transport is
included below). The majority of the significant assets will continue to be revalued every three years. It is assumed that assets will be replaced at the end of their useful
life. Ranges in average ages relate to the variability of component parts of assets and changing material and design of assets over time.

Key Asset — Pipes Asset life in years Key Asset — Roads | Asset life in years

Water pipes 50-95 Surface 10

Water reservoirs 40-100 Base 50

Water pumping stations 20-100 Bridges 80

Sewer pipes and tunnels 60-110 Footpaths 20-50

Sewer pumping stations 20-80 Retaining walls 50-75

Stormwater pipes 50-130 Sea walls 80-100

Stormwater pump stations 20-100 Kerbs and channels | 70-120
Data Assumptions of asset lives are informed by guidance on the Useful Life of Infrastructure from the NAMS Council and Council actual condition information of assets.
Level of Mixed — The level of certainty of useful lives of assets ranges across different asset types. Underground assets that are not easily accessible have lower levels of
certainty confidence on their current condition and therefore expected remaining useful lives.
Key risks Risk Effects of risk Mitigation

That assets wear out earlier or later than
estimated.

Depreciation and interest costs would increase if capital
expenditure was required earlier than anticipated. The
financial effect of the uncertainty is likely to be immaterial.

Generally, we have the ability to prioritise work
programmes should assets wear out earlier or

later than estimated. In addition we are actively
investing in improving the quality of asset
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condition information including of our three waters
assets, to reduce the likelihood of this risk.

Interest rates- cost of borrowing

Assumption The Council borrowing rates for debt will change as per the table below.

21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 29/30 30/31 40/41 50/51
Effective Interest Rate 3.09% 3.25% | 3.65% | 3.13% 3.27% 3.36% 3.32% 3.39% 3.45% 3.44% | 3.25% 3.22%
Data Assumption reflects Council actual borrowing rates along with forecast rates based on hedging position and range of economic forecasts.
Level of High - There is relative higher levels of certainty over short-term borrowing rates for Council debt in the short term given hedging policies. Longer-term, certainty levels
certainty are lower as interest rates are subject to wide range of factors.
Key risks Risk Effects of risk Mitigation
That prevailing interest rates will differ Based on the minimum hedging profile, a 0.1 percent Interest rates are largely driven by factors external
significantly from those estimated. movement in interest rates will increase/decrease annual to the New Zealand economy. The Council
interest expense by between $200,000 and $1,000,000 per manages its exposure to adverse changes in
annum across the 10-year period of this plan interest rates through the use of interest rate

swaps. At any time Council policy is to have a
minimum level of interest rate hedging equivalent
to 50 percent of core borrowings.

Expected returns on investment and funding sources

Assumption | We assume that the impacts of COVID-19 will mean that WIAL dividend income will be zero in 2021/22 before progressively increasing back to pre COVID-19 levels by
2024/25.

The Council has made assumptions on the level of subsidies it expects to receive from central government through the NZTA over the period of the plan. This is that the
normal Funding Assistance Rate (FAR) is expected to remain at 51 percent of eligible expenditure for the period of the plan. It is assumed that NZTA subsidy will apply
to 85% of our transport programme of work excluding the majority of cycleways which the NZTA subsidy is assumed to apply to 100% of.

Data n/a

Item 2.2, Attachment 1: Significant Forecasting Assumptions Page 31



FINANCE, AUDIT AND RISK

SUBCOMMITTEE
10 MARCH 2021

Level of Low — We have a lower than normal level of certainty on WIAL dividend assumptions given the current economic climate and impacts of COVID-19.

certainty High — NZTA have indicated that given cost pressures the level of NZTA funding available for our transport investment may reduce, because of this, current draft NZTA

income assumptions have a moderate level of uncertainty but will be agreed prior to the adoption of the LTP.

Key risks Risk Effects of risk Mitigation

That the That WIAL dividends are significantly If the actual returns/revenues from these sources are Annual review of assumptions through the annual
lower than assumed or that NZTA makes further | significantly less than forecast, the Council will need to look for | plan process.

changes to the subsidy rate, the funding cap or alternative funding through rates or borrowings.

the criteria for inclusion in the subsidised works

programme.

Level of service
Assumption For this 10-year plan we assume that:

e the current demand for Council services and customer expectations regarding business as usual levels of service will not significantly decrease during the
planning period

e beyond what is specifically planned for and identified in this 10-year plan, there will be no significant additional impact from above pressures on asset
requirements or operating expenditure.

Data n/a

Level of Moderate

certainty

Key risks Risk Effects of risk Mitigation
That there are significant changes in the impact | If customers begin to expect a higher level of service, we The Council has well defined service levels for its
of pressures on the demand for services or either risk decreasing residents’ satisfaction or an increase in planned activities, which have been reviewed as
levels of service beyond those planned in this ongoing costs to maintain a higher level of service part of the 10-year plan process.
plan.

Customer satisfaction surveys and other
engagement strategies generally support the key
assumptions made within the 10-year plan and
therefore there are currently no known additional
areas of the Council’s service that require
significant modification.

Three waters reform
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Assumption

Data

Level of
certainty

Key risks

While the Government’s three waters reform programme is currently underway, and the Council is participating in that work, the Government is not expected to make a
decision on the reforms until May 2021. As such, for the purposes of planning it is assumed that three water services will continue to be delivered through their existing
arrangements between the Council and Wellington Water over the life of the Long-Term Plan.

Our assumption is in line with SOLGM advice on the treatment of reforms as outlined in their practice note Three Waters Reform in the 2021-31 Long-Term Plans

Uncertain

Risk Effects of risk Mitigation

That the three waters reform leads to changes A change in ownership of three waters assets would have Any decisions on the Council’s involvement in

to the management and/or ownership of substantial direct impacts on Council finances and its financial reforms would require consultation with the

Council’s three waters assets and infrastructure strategy. It could also have second order community and that would include full
impacts on Council’s long-term planning in other areas given consideration of the direct and second order
fundamental changes to the Council’s financial position. For impacts.

example, our debt to revenue position may be negatively
affected should the value of three waters debt that is
transferred be disproportionately lower relative to three waters
income compared with wider Council debt and income levels.

Social Housing funding

Assumption

Data

Level of
certainty

It is assumed that alternative sources of funding for City Housing renewals and upgrades is identified in the first year of this LTP and capital costs related to years 2
onward are funding through this alternative means.

Work is required to explore these options and may, for example, include establishment of a Community Housing Provider to take ownership of City Housing. Some
alternative funding approaches, such as a change in ownership of City Housing, would be a significant change within our Significance and Engagement Policy and
would require a statutory consultation process to be undertaken in the first year of the LTP.

n/a

Low — While the Council has had some initial meetings with central government on potential alternative funding approaches there is still low certainty as to what
alternative funding may be practical for City Housing. Some financial assistance may be announced as part of the Government’s budget in May 2021. The
establishment of a Community Housing Provider is possible but this option has not yet been debated by the Council and no community consultation on such a proposal
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Key risks

has yet been undertaken.

Risk Effects of risk
That we are not able to find alternative funding If alternative funding is not secured in time for year 2 of this
arrangements for city housing as assumed. LTP then there will be significant unfunded capital costs

required. This would require some re-prioritisation of the
capital programme however City Housing reserves can be
used to fund renewals and legislative upgrade requirements
such as Healthy Homes requirements.

Sludge funding

Assumption

Data

Level of
certainty

Key risks

Mitigation
Council’s Annual Planning process provides a

process whereby reprioritisation of the capital
programme can be undertaken.

Setting a debt limit at 225%, below the 280% limit
of the LGFA covenant provides some flexibility for
future additional debt.

It is assumed that off balance sheet funding for the sludge minimisation project is able to be secured (through the Infrastructure Funding and Financing legislation (IFF)).

This would enable the project to proceed without impacting Council debt limits.

n/a

Low — While the sludge minimisation project appears to fit the criteria for IFF financing, Council has only recently initiated the application process via Crown

Infrastructure Partners.

Risk Effects of risk

That we are not able to secure off balance sheet | Until funding is secured then the sludge minimisation project
funding arrangements for sludge minimisation would not be able to proceed, or alternatively reprioritisation of
as assumed. the capital programme or alternative Public Private

Partnerships would be required.

Delays in confirming the sludge minimisation project would
impact planning for dependant pieces of work, in particular the
future of the Southern Landfill and waste minimisation
activities.

LGWM funding

Mitigation
Council’'s Annual Planning process provides a

process whereby reprioritisation of the capital
programme can be undertaken.

Alternative Public Private Partnership that will
enable Sludge to be financed off balance sheet
are being investigated in parallel.

Setting a debt limit at 225%, below the 280% limit
of the LGFA covenant provides some flexibility for
future additional debt.

Assumption Only initial $220m costs of LGWM delivery projects plus programme funding are included in our budget given the significant uncertainty about the full future programme
scope and costs of LGWM, including the funding split for those costs. Their exclusion from the budget does not mean the Council does not plan to proceed with LGWM,
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Data

Level of
certainty

Key risks

the Council remains committed to improving Wellington’s transport infrastructure as envisioned through the LGWM programme.

Their exclusion from the budget however mean that future further costs of LGWM identified through business cases will either need to be funded alternatively and/or
accommodated through further extending the Council’s debt position agreed to through this LTP. Alternative funding arrangements are preferred and, for example, may
include identification of new revenue streams such as traffic demand management or off balance sheet funding arrangements through the Infrastructure Funding and

Financing legislation.
n/a

Low

Risk

That alternative funding for the full costs of
LGWM are not able to be identified and, in order
to proceed with LGWM business cases, the

Council would have significant unbudgeted
costs.

The need for the Council to identify alternative
funding or make significant variations to this
LTP to accommodate additional costs may also
lead to delays to decision making around
programme business cases.

Funding sources — ground leases

Assumption

Data

Level of

Effects of risk

This would either require Council to accommodate additional
costs into an amended budget with breaches of proposed
current rates and debt limits or aspects of LGWM may not be
able to proceed.

The effect of this risk on Council finances and the programme
is significant given the draft size of the full programme
identified in the indicative programme business case was
$3.2b for the three partner organisations.

Mitigation
The LGWM partners are engaging with the

Minister of Transport on the range of funding
tools.

Setting a debt limit at 225%, below the 280% limit
of the LGFA covenant provides some flexibility for
future additional debt should Council decide that
LGWM investment warrants further extending the
debt position.

Council’'s Annual Planning process also provides
a process whereby reprioritisation of the capital
programme can be undertaken.

That long-term ground leases for Michael Fowler Centre carpark, Municipal Office Building and Civic Administration Building are all secured in the first two years of the
LTP to enable revenue from those ground leases to be used to pay down Council debt. Proceeds from those ground leases would be approximately $27m

n/a

High — While the MFC carpark negotiations are more advanced and therefore the likelihood of ground lease more certain, the MOB and CAB sites are less certain as
we have not yet tested the market. Council has had valuations on the land and unsolicited queries from the private sector about opportunities with Civic Square. The
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certainty

Key risks

need to gain resource consent for demolition of those buildings and potential consultation requirements associated with that also creates risks to this assumption

Risk Effects of risk

That long-term ground leases are not able to be | If long-term ground leases are delayed or at a lower value
secured in the timeframe of this assumption or then that may impact Council’s debt position and may lead to
are at a lower value than assumed. breach of proposed debt to revenue limits.

Funding sources — Central Library

Assumption

Data

Level of
certainty

Key risks

Mitigation
Council’s Annual Planning process provides a

process whereby reprioritisation and/or rephasing
of the capital programme can be undertaken.

That Council will be able to partner with a third party to fund the commercial office space of the central library in the first two years of the construction project.

n/a

Medium — While we have not yet tested the market for a partner in the Central Library project, we have had unsolicited approaches from the private sector about

partnering.

Risk Effects of risk

That no partner is suitably identified and/or Should a partner not be able to be identified, Council would
willing to front-load their costs. need to consider delaying the central library or agreeing to a

breach of the 225% debt limit in order for it to progress.

Mitigation
Council’'s Annual Planning process provides a

process whereby reprioritisation and/or rephasing
of the capital programme can be undertaken.

Setting a debt limit at 225%, below the 280% limit
of the LGFA covenant provides some flexibility for
future additional debt.
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DRAFT 2020/21 ANNUAL REPORT FORMAT INCLUDING
FINANCIAL STATEMENTS AND PROPOSED SIGN-OFF
PROCESS

Purpose

1. This report asks the Finance, Audit and Risk Subcommittee to agree to the broad
approach to the Council’'s 2020/21 Annual Report and Summary Annual Report format,
including the format and disclosures for the Financial Statements.

Recommendations
That the Finance, Audit and Risk Subcommittee:

Receive the information.

2. Note the approach and structure for the 2020/21 Annual Report (and Summary Annual
Report) is similar to the 2019/20 Annual Report. This is subject to:

a. The performance story for actual full year results; and
b.  The key messages for the summary story for the year.

3.  Approve the proposed format and disclosures for the 2020/21 financial statements
subject to:

a. Consideration of the implications of any changes in NZ GAAP arising up to 30
June 2021 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 2021 (and any subsequent
impact on the notes to the financial statements); and

C. Receiving final clearance from Audit New Zealand.

4.  Approve the sign-off process and timetable for the 2020/21 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 2020/21 Annual Report for adoption on the 29
September 2021. In order to achieve this timeframe, there will be two workshops with
the subcommittee and open to all Councillors to attend. This will provide Councillors
with the opportunity to review and provide feedback on the draft Annual Report prior to
the FARS’s meeting of the 15 September 2021.
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The first workshop on 2nd September 2021 (tbc) focuses on the Council’s service
performance and summary sections (“summary of our year” and “our performance in
detail”) of the Annual Report.

The second workshop on 8th September 2021 (tbc) will focus on the financial
statements, underlying assumptions and judgements made. The final review of the
document that is available to Councillors prior to adoption will be the FARS’s meeting
of 15 September 2021.

To assist in the Annual Report process, a draft template has been prepared for the
Subcommittee’s review which identifies the proposed financial statement format and
disclosures which will be used for the Annual Report.

The financial statements template is currently being reviewed by Audit New Zealand.
Their feedback will be incorporated into the attached draft financial statements and any
material changes will be explained at the first Annual Report workshop.

Discussion

Overview of Annual Report and Summary documents

8.

10.

11.

12.

The Annual Report will comprise of five sections (plus appendices): Our City, Summary
of our year, Our performance in detail, Governance and management and Financial
Statements.

The Summary Annual Report comprises of an introduction, an overview, highlights of
the year of our financial and non-financial performance, an overview of the financial
result (with reference to the Financial Statements in the full Annual Report), and
independent auditors report.

No change is proposed to the Annual Report or the Summary Annual Report structure
from the 2019/20 Annual Report

The near-final draft of the Annual Report will be circulated at the Annual Report first
workshop September 2021 for feedback.

The Summary Annual Report will be made publically available within one month of the
adoption of the Annual Report.

Overview of our performance

13.

As per the 2019/20 Annual Report, Section 2 provides an overview of our performance.
This comprises of:

¢ Introductions by the Mayor and Chief Executive, General highlights of the year
(interesting facts & figures) summary of what we do, the services we deliver.

e “Summary of our performance” — how we performed during the year, including
outcome indicators and key performance measure results against targets, plus
high level financial against Strategic areas

o “Our finances” The “the numbers” - which is a series of key messages on the
Council’s financial performance. It will include key headline messages and short
explanatory narratives. This will be supported by graphs on revenue, expenditure
and capital expenditure as well as an explanation on the “underlying operating
result”. We will include an explanation of how the capital expenditure programme
has performed during the 2020/21 year and key influences. Where the money
comes from (income) and where the money goes (expenses) and the allocation
of rates income.
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14.

15.

16.

17.

Section three covers “Our performance in detail”’. This summarises key aspects of non-
financial performance for the year in each activity area (Governance, Enviornment,
Economic Development etc). The commentary also includes the year’s actual
performance against each activity areas’ performance measures (or KPls - key
performance indicators). The commentary will include case studies to provide a
concise non-technical performance story for activity area.

The overall aim is to make it easier for the ordinary reader to understand how the
Council has performed for the year - in non-technical terms.

The Summary Annual Report is designed to be a “lift-out” from the full Annual Report
(Sections “Our City” and “Summary of our year”). The Summary also contains
summarised financial statements. For those who wish to delve into detail, the summary
information will reference where the detail can be found in the full Annual Report. The
Summary also includes an Independent Auditor’s report.

The visual and layout elements of both the full Annual Report and The Summary will
support a concise overall performance story and a structure that is intuitive and easily
navigated — for a variety of different readers. As in previous Annual Reports we will
continue to use Te reo headings and translations of the Mayor’s and Chief Executive’s
Statements.

Overview of Financial Statements

18.

19.

20.

21.

22.

The financial overview and financial statements template has been drafted by the
Council’s Financial Accounting team, who are mindful of the Subcommittee desire to
condense and simplify the presentation of the financial overview and statements as
much as possible as to increase readability to a wide range of readers.

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 in the published Annual Report.

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 some technical explanations that only
experienced readers of financial statements will understand.

It is important to note that the financial statements 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 at the first workshop in September 2021.

Key changes in the financial statements template

23.

24.

The attached financial statements template have only had minor editorial changes
made and follows the same format and principles of the previous years Annual Report.

There are minor changes to the financial statements arising from new PBE standards
that have been reflected in these draft statements. These changes have no financial
impact on the financial statements as they are disclosure in nature.
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25. The impact of proposed new or revised PBE standards will be outlined under a
separate paper to the Subcommittee in the June meeting.

Proposed sign-off process for the 2020/21 financial statements

26. 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 is outlined below.

Date:

Action:

10 March 2021

Finance, Audit and Risk Subcommittee meeting

Subcommittee to review and conditionally approve draft format for the
2020/21 Annual Report including financial statements and the
proposed sign-off process.

August 2021
(date tbc)

Audit New Zealand commence final audit fieldwork.

2" September 2021
(tbec)

Workshop 1 - Finance, Audit and Risk Subcommittee briefing on
performance in detail and issues.

8" September 2021
(tbc)

Workshop 2 - Finance, Audit and Risk Subcommittee briefing on
financial results, key judgements, major provisions and issues.

15 September 2021
(scheduled)

Finance, Audit and Risk Subcommittee meeting

Subcommittee to review draft Annual Report including consolidated
draft financial statements, encompassing results of operations and
cash-flows for the year ending 30 June 2021, financial position as at
30 June 2021 and financial overview, subject to final Audit New
Zealand clearance. Subcommittee to also review Statements of
Service Performance including reports on CCOs and mana whenua
partnership.

Audit New Zealand to provide update as to whether an unqualified, or
qualified audit opinion will be issued.

Subcommittee to recommend adoption of 2020/21 financial
statements to Strategy and Policy Committee and the letter of
representation.

29 September 2021
(scheduled)

Strategy and Policy Committee meeting

Committee to recommend adoption of 2020/21 financial statements to
Council.

29 September 2021

Council meeting
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(scheduled) Council to adopt 2020/21 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 2021.

29 October 2021 Release of published Annual Report and Summary Annual Report.
Attachments
Attachment 1. Draft 2020/21 Financial Statements template § & Page 89
Authors Annemarie Booth, T/L Financial Accounting
Richard Marshall, Manager Financial Accounting & Transactional
Services
Authoriser Sara Hay, Chief Financial Officer
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SUPPORTING INFORMATION

Engagement and Consultation

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.

Health and Safety Impact considered
There are no impacts on Health and Safety.
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HEALTH AND SAFETY REPORT

Purpose

1. This report asks the Finance, Audit and Risk Subcommittee to review the Council’s
health and safety performance for the period 1 July 2020 to 31 December 2020.

2. The Report provides information that aligns with the Officer due diligence
responsibilities under the Health and Safety at Work Act 2015 (HSWA), specifically
having:

o Knowledge of work health and safety matters

. An understanding of the nature of operations and the hazards and associated
risks

. Appropriate resources and processes to eliminate or minimise risk

. Appropriate resources to receive and consider information

° Verification of the provision and use of resources and processes

° Processes for compliance with duties or obligations under the HSWA.
Summary

3.  This report comprises qualitative commentary on activities that have occurred in the
last six months, and are presented in three categories;

° Risks
° Relationships
° Resources.

Recommendation/s
That the Finance, Audit and Risk Subcommittee:

1. Receive the information.

2. Recommend to the Strategy and Policy Committee to receive the information on the
18" March, 2021.

Risks

Risk Profiles

5.  The Council’'s Safety, Security and Wellbeing team focusses on the Council’s top nine
priority hazard/risk controls, as presented to FARS previously. The top nine risks are
shown below and defined by potential consequence and likelihood.
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# | Risk

—

Personal Confrontation
Work at Height

Vehicle Traffic Mobile Equipment

Health and Impairment

Asset Failure

Work with or in the Vicinty of Services

Extreme Natural Events
Work Related Health Hazards

© (00 |N OO |0 [~ W (N

Ignition Sources

Specific Areas of Risk

6. The following summarises key pieces of work that have occurred in the last six months
as the Council continues to manage the risks associated with specific hazard
categories. This work is both good health and safety practice and assists the Council to
meet our legal obligations under the Health & Safety at Work Act 2015 (HSWA) and
Local Government Act 2002 (good employer).

Bowtie Risk Assessments

7.  Two bowtie risk assessments have been undertaken during this reporting period;
‘Ignition Sources’ in October and ‘Personal Confrontation’ in December. Both risk
profiles assessed have combinations of controls that are either fully in place and
working or partially in place. Involving workers across the Council enables new ideas
around how to control the risk. Where controls are partially in place it has been added
to the Safety Security and Wellbeing team’s annual work programme to improve the
control environment and further reduce the risk.

External Health and Safety Reviews

8.  Afull ACC audit was undertaken in September 2020 looking at both Injury and Safety
Management audit standards. The external Auditor recommended that WCC maintain
tertiary level status, which is the highest level to achieve under the framework. Minor
changes will be made to injury and management related processes internally.

An external review is scheduled to occur in Q1 2021 in place of the Safe Plus review.
This will follow set terms of reference to review our current safety management
systems and operating model. Further information will be detailed in future reporting
periods.
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Health and Safety Assurance

9.  The Safety, Security and Wellbeing team continue to utlise the Health and Safety
Assurance Framework document aligned to the Council’'s Assurance Framework. The
document has provided the team and organisation with an easy visual means of
engaging with applicable stakeholders to understand what Health and Safety
assurance activity is undertaken and provided within specific assurance areas i.e. Day
to day operations, Strategic and priority Risk Categories, Culture and Other on-going
assurance activities; and in relation to Assurance framework ‘Lines of Defence’.

Critical Hazard Collaboration Group

10. During this reporting period the Safety Security and Wellbeing team continued
facilitating Critical Hazard Collaborations. These group sessions involved key
influencers internally and externally, working together to better understand and
recognise opportunities to improve how we manage our top nine hazards through
innovation, information sharing and process improvement. The group have met once
during this reporting period to discuss ‘confined spaces’.

Incident Investigations

11. In this six-month reporting period, 10 incident reports were of a high or extreme risk
nature or resulted in significant harm (lost time injury). These incidents are detailed
within section 5 of the Health and Safety Performance Report.

Local Government Official Information and Meetings Act 1987 (LGOIMA)

12.  No requests were made during this reporting period.

Relationships
Construction Client Group

13. Council have continued to participate in the Construction Clients’ Group forums in this
reporting period, with the majority occurring virtually. This is a national forum that
brings stakeholders together to deliver consistent practice for the health and safety
across the construction and infrastructure industries. The forum provides WCC with an
opportunity to network and have access to national and internationally recognised
practices. Of particular interest to the Council is improved practice and systems in
relation to Safety (and Health) in Design principles.

Critical Hazard Collaboration Group

14. This format continued during the reporting period with a session held on confined
spaces. Contractors that work with the Council from across industry are specifically
being invited to meetings of the Council’s Critical Hazard Collaboration Group to build
our relationships, provide insights from the contractor / worker perspective and to use
the opportunity to improve practice for workers.
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Government Health & Safety Lead

15. The Council participates in the Government Health and Safety Lead Practitioners’
Forum. The forum meets regularly during the year with a focus on specific health,
safety, and wellbeing subjects of interest. A recent example is a focus on impairment.
The opportunity that presents from being a participant includes strengthening our
Safety, Security and Wellbeing system capability, building cross-sector relationships,
raise awareness of issues and opportunities, and support sharing of proactive and
joined up responses.

Resources
Annual Plan

16. The actions for completion in the Council’'s 2018/20 Safety, Security and Wellbeing
Work Plan are monitored by the Council’s Health and Safety Steering Group. There
were several actions that had not been fully achieved during the year because of
changing focus areas in supporting the organisation with COVID-19 alert levels and
staff changes within the Safety Security and Wellbeing team.

17. Some of the key work plan achievements.
¢ Final bowtie risk assessment completed for all nasty nine critical risks.

e Security maturity review completed using the Protective Security Requirements (WCC
is the first Local Government participant).

¢ Completion of internal audit focused on critical risks (findings to be covered in next
FARS reporting period).

External Review

18. Building off external review content (section 8), the current operating model will be
assessed to identify if the current model is appropriate for the business and desired
health and safety performance levels in Q1 2021.

Mental Health and Wellbeing

19. Building off three key areas identified through engagement sessions in previous
reporting periods, we have since undertaken work on further supporting staff including
raising awareness of mental distress; training leaders and staff to support others
experiencing mental distress; and, developing process transparency in relation to the
Council’s support mechanisms. The provision of ‘Mental Health First Aid’ training
sessions have continued. An online training tool for Managers on ‘Supporting your
People’ is provided through the Council’s Training Portal (Whare Kura).

Elected Members Due Diligence

20. The information below demonstrates Elected Members’ performance against due
diligence actions for the six months period 1 July 2020 - 31 December 2020.
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Legislative Due Diligence Requirement

Acquire and keep up to date with knowledge of work health and safety matters
Understand nature of operations and hazards and associated risks
Appropriate resources and processes to eliminate or minimise risks
Appropriate resources to receive and consider information

Verify provision and use of resources and processes

Have processes for compliance with duty or obligation under the HSWA 2015.

Due Diligence

Actual

Attend one health and
safety leadership
induction workshop(s)
per annum, (e.qg.
Business Leaders
forum; ‘Leading Safety’
refresher; public Health
& Safety Seminars)

The last H&S Leadership workshop for Elected Members on due
diligence obligations was held in November 2019. This session was
not fully attended.

A H&S workshop was held with the Leaders Forum in December 2020
with Elected Members around H&S Leadership. The session was fully
attended by ELT members available (one leader unable to attend due
to annual leave).

Participate in
site/workplace safety
observations with an
ELT Member

Six planned observations were undertaken involving Councillors.
e 29/7/2020 — Councillor Calvert
27/08/2020 — Councillors Day and Paul
28/08/2020 — Councillor Free
23/10/2020 — Councillor Rush
4/12/2020 — Councillors Pannett, Woolf, Young, Fitzsimons
9/12/2020 — Councillors Foon and Pannett

Seven planned observations were undertaken during the reporting
period involving.

27/08/2020 - CS&G Stephen McArthur

28/08/2020 — CCO Claire Richardson

22/09/2020 — CPCO Meredith Blackler

23/10/2020 — CIO Tom Williams and CPO Liam Hodgetts
29/10/2020 — CS&G Stephen McArthur

4/12/2020 — CCO Claire Richardson

e 9/12/2020 — CFO Sara Hay.

Oversight and
acceptance of Council
wide Health and Safety
Plan

The Council’s 2018/20 Safety, Security and Wellbeing Plan was
presented to FARS and SPC in September 2019.

Oversight of Health
and Safety Climate
survey findings and
results

The biennial Health & Safety Climate survey was last undertaken in
November 2019 and reported to HSSG (next scheduled for October
2021).

Receive and review
health and safety
information on Council

One Safety Security and Wellbeing report was presented to FARS and
SPC for the periods:

1July 2019 to 30 June 2020 (annual report)

Item 2.4
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health and safety
performance through
Council’s health and
safety reporting
framework

Have oversight of the The Council has nine critical risk categories.
Council’s Hazard and
Risk Register through
annual review process

Attachments

Nil.

Author Gareth Jeune, Manager of Safety, Security and Wellbeing
Authoriser Meredith Blackler, Chief People and Culture Officer

SUPPORTING INFORMATION

Engagement and Consultation
N/A

Treaty of Waitangi considerations
N/A

Financial implications

N/A

Policy and legislative implications

This information to ELT and Councillors assists them to discharge their Officer due diligence
obligations under the Health and Safey at Work Act 2015. As an organisation this supports
the obligations to be a good employer under the Local Government Act 2002.

Risks / legal
N/A

Climate Change impact and considerations

N/A

Communications Plan

N/A

Health and Safety Impact considered
N/A
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3. Public Excluded

Recommendation

That the Finance, Audit and Risk Subcommittee:

1. 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 Health and Safety
Performance Report

3.2 Strategic Risk Profile

Reasons for passing this
resolution in relation to each
matter

7Q2)(c))

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 prejudice the supply of
similar information or information
from the same source and it is in
the public interest that such
information should continue to be
supplied.

7Q2)(c))

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 prejudice the supply of
similar information or information
from the same source and it is in
the public interest that such
information should continue to be
supplied.

7(2)(c)(ii

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.
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3.3 Council Debtor Report

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)(ii)

The withholding of the information
is necessary to protect information
where the making available of the
information would be likely
unreasonably to prejudice the
commercial position of the person
who supplied or who is the subject
of the information.

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)(h)

The withholding of the information
is necessary to enable the local
authority to carry out, without
prejudice or disadvantage,
commercial activities.

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.
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