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o/ GISBORNE Governance Structure

a DISTRICECOUNGIL Delegations to Committees

Audit and Risk

Reports to: Council

Chairperson: Independent Chairperson

Membership: Mayor Stoltz, Deputy Mayor Wharehinga, Chairs

Quorum: Half of the members when the number is even and a majority

when the membership is uneven.

Meeting frequency: Quarterly (or as required)

Purpose

To assist the Council to exercise due care, diligence and skill in relation fo the oversight of:

the robustness of the internal control framework;

the integrity and appropriateness of external reporting, and accountability arrangements
within the organisation for these functions;

the robustness of risk management systems, process and practices;
internal and external audit;
accounting practice and, where relevant, accounting policy;

compliance with applicable laws, regulations, standards and best practice guidelines for
public entities; and

the establishment and maintenance of controls to safeguard the Council’'s financial and
non-financial assets.

The Audit and Risk Committee Chair is responsible for submitting an annual report to the Council
covering the Committee’s operations and activities during the preceding year.

Terms of Reference

Internal Control Framework

Consider the adequacy and effectiveness of internal confrols and the internal control
framework including overseeing privacy and cyber security.

Enquire as to the steps management has taken to embed a culture that is committed to
probity and ethical behaviour.

Review the processes or systems in place to capture and effectively investigate fraud or
material litigation, should it be required.

Seek confirmation annually, and as necessary, from internal and external auditors,
attending Councillors, and management, regarding the completeness, quality and
appropriateness of financial and operational information that is provided to the Council.




Risk Management

Review and consider Management’s risk management framework in line with Council’s risk
appetite — which includes policies and procedures to effectively identify, treat and
monitor significant risks, and regular reporting to the Council.

Assist the Council to determine its appetite for risk.

Review the principal risks that are determined by Council and Management, and consider
whether appropriate action is being taken by Management to treat Council’s significant
risks. Assess the effectiveness of, and monitor compliance with, the risk management
framework. Consider emerging significant risks and report these to Council, where
appropriate.

Internal Audit

Review and recommend the annual internal audit plan; such plan to be based on the
Council’s risk framework.

Monitor performance against the plan at each regular quarterly meeting.

Monitor all infernal audit reports and the adequacy of Management’s response to internal
audit recommendations.

Monitor compliance with the Delegations Manual.

External Audit

Annually review the independence and confirm the terms of the audit engagement with
the external auditor appointed by the Office of the Auditor General. This includes the
adequacy of the nature and scope of the audit, and the timetable and fees.

Review all external audit reporting, discuss with the auditors and review action to be taken
by management on significant issues and recommendations and report to Council as
appropriate.

Compliance with Legislation, Standards and Best Practice Guidelines

Review the effectiveness of the system for monitoring the Council’'s compliance with laws
(including governance legislation, regulations and associated government policies), with
Council’s own standards, and Best Practice Guidelines.

Powers

The Audit and Risk Committee, within the scope of its role and responsibilities, is authorised to:

obtain any information it needs from any employee and/or external party (subject to their
legal obligation to protect information);

discuss any matters with the external auditor, or other external parties (subject to
confidentiality considerations);

The Audit and Risk Committee has no executive powers and is directly responsible to Council.
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10. Reports of the Chief Executive and Staff for INFORMATION

\|/
—&aZ 5ISBORNE 22252

DISTRICT COUNCIL

Title: 22-252 Council Strategic Risk Management Report
Section: Finance & Affordability - Performance
Prepared by: Steve Breen - Risk and Performance Manager

Meeting Date: Wednesday 23 November 2022

Legal: No Financial: Yes Significance: Low

Report to AUDIT & RISK/ARAI TURARU ME TE TATARI KAUTE Committee
forinformation

PURPOSE - TE TAKE

The purpose of this report is to inform the Audit & Risk (A&R) Committee on the status of Council’s
strategic risks.

SUMMARY - HE WHAKARAPOPOTOTANGA

Management continues to review and monitor Council’s strategic and organisational risks and
apply the risk appetite framework to each area of risk to assess their inherent risk, the control
environment fo manage that risk and the resulting residual risk level.

This report provides updates for:
¢ Civil Defence and Emergency Management (CDEM)
e Health and Safety (H&S)
o People and Capability (P&C)
e Finance (F), and Fraud and Corruption (F&C)
e lLegal Compliance (LG)
e Natural Environment (NE)
o Asset Management (AM) strategic risks

The decisions or matters in this report are considered to be of Low significance in accordance
with the Council’s Significance and Engagement Policy.

RECOMMENDATIONS - NGA TUTOHUNGA
That the Audit & Risk/Arai Toraru me te Tatari Kaute Committee:
1. Notes the contents of this report.

Authorised by:

Pauline Foreman - Chief Financial Officer

Keywords: strategic risk, risk appetite




BACKGROUND - HE WHAKAMARAMA

1. This report provides an update on Council’s strategic risks and risk activities for the period
ending November 2022.

2. Council is progressively applying its risk appetite framework to each of the Council's 13
identified strategic risks. Each strategic risk will be assessed in terms of its inherent risk, the
conftrol environment to manage that risk, and the resulting residual risk.

3. Work is being undertaken across all the strategic risks and the Strategic Risk Update
Summary Table below shows the completed risk assessments to date and where the risk
assessments and deep dives for each risk are proposed.

Strategic Risk Update Summary Table

Proposed Deep Risk Assessment

Strategic Risk Inherent Risk Residual Risk Dive completed by
Health and Safety Serious Moderate tbc Completed
Civil Defence Serious Moderate Completed Completed
People and Capability Serious Maijor Completed Completed
(including projects/change
management and service
delivery)
Impact of Externally Driven New risk: level to be New risk: level to be Completed tbc
Change determined following = determined
deep dive following deep dive
Overall Council Strategy To be reassessed To be reassessed tbc tbc
(including strategic = following deep dive following deep dive
relationships)
Treaty Commitments New risk:  to be New risk: fo be tbc tbc
determined following = determined
deep dive following deep dive
Financial (including fraud Serious (Major) Major (Moderate) Completed Completed
and corruption)
Capital Projects New risk:  to be New risk: fo be tbc fbc
determined following = determined
deep dive following deep dive
Natural Environment  Major Major tbc Completed
(including ability to monitor
and report)
Legal Compliance Minor Minor tbc Completed
Infrastructure Asset To be reassessed Serious tbc Completed
Management
Procurement Serious Major Completed Completed
Business Continuity = To be reassessed Moderate Completed Completed
(including Information and (IT deep dive)

Technology (IT))




Certain

Rare Unlikely Possible Likely Almost

A residual risk ‘heat map’ forms part of risk reporting and has been provided below for the
risks assessed to date: '‘Asset Management’ (AM); ‘Health and Safety’ (H&S); ‘Civil Defence
Emergency Management’ (CDEM), ‘People and Capability’ (P&C); ‘Finance’ (F), ‘Fraud
and Corruption’ (F&C); ‘Legal Compliance’ (LG) and ‘Natfural Environment’ (NE). More risks
will be added to the heat maps as they are assessed.

Mapping of Inherent Risk Ratings Mapping of Residual Risk Ratings

Certain

Rare Unlikely Possible Likely Almost

Insignificant  Minor Moderate Major  Serious Insignificant Minor  Moderate Major Serious

DISCUSSION and OPTIONS - WHAKAWHITINGA KORERO me nga KOWHIRINGA
Civil Defence Emergency Management (CDEM) Strategic Risk

5.

The Civil Defence Emergency Management (CDEM) strategic risk is defined as the risk that
the CDEM Group ‘is unable to provide appropriate response and recovery operations.’

The current residual risk level for CDEM is assessed as ‘Major’, which is outside our overall
Council risk appetite of ‘Moderate’.

This *‘Major’ level of risk has been arrived at because of the CDEM function being situated in
a building in the Tsunami Inundation Zone. Constfruction is about to start on an alternative
new building outside the Tsunami Inundation Zone. While there is a heightened risk until the
new building is available, there are contingencies in place for moving CDEM functions to an
area outside of the Zone as temporary measures.

Operationally, Council can meet its CDEM commitments. However, the region has
experienced 2 significant flood events and a heavy rain event in the last 9 months. Overall,
the response and recovery systems employed have enabled Council to meet its CDEM
obligations.

Health and Safety (H&S) Strategic Risk

9.

10.

The Health and Safety (H&S) strategic risk is defined as ‘the inability to adequately protect
Council staff and the community, from hazards or events which compromise their physical and
emotional wellbeing, while delivering Council services.’

The current residual risk level for Health and Safety is assessed as ‘Moderate’ which is within
Council’s overall risk appetite.
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11.

This assessment is based on the continued delivery of Treatment Options identified and
managing the on-going risk of staff turnover and challenges with replacing key roles with
suitably qualified persons. This creates pressures on mental welloeing for teams with less
resources and increased workloads (staff and leadership), with loss of experienced
individuals/managers who were competent around H&S and risk management for their
teams. This emerging risk is being managed through the actions being delivered under
‘People and Capability' below.

People and Capability (P&C) Strategic Risk

12.

13.

14.

15.

The People and Capability (P&C) strategic risk is defined as ‘the Council does not have the
right people with the right skills and attitudes.’

The current residual risk level for People and Capability is assessed as ‘Major,’ based on our
current furnover level of 24%, which is outside Council's overall risk appetite threshold of 15-
17%. This level is like similar Councils elsewhere (Horowhenua 25%, Southland 24%,
Environment Southland 23%, and Thames-Coromandel 20%) and is indicative of the wider
labour market the Council is operating in.

Council’s response to this risk is identified in Report 22-24 which is contfinuing to have a
stabilising effect on our attrition rate. The national shortage of talent is confinuing to
contribute to the difficulty in attracting talent to fill the roles available. Council will continue
infroducing additional actions to attract and retain talent while using contracted personnel
and consultants where possible to maintain service delivery.

The following additional freatment has been completed:

a. Secure Recruitment Specidalist.

Finance (F) Strategic Risk

16.
17.

18.

The Finance strategic risk is defined as ‘failure to be financially sustainable.’

The current residual risk level for Finance remains at ‘Major’ which is outside Council’s overall
risk appetite.

This ‘Major’ level of risk is as advised to the 18 May Audit & Risk Committee meeting and is a
confinuation of management taking a prudent approach to Finance given the current
uncertainty in the financial operating environment. This approach seeks fo minimise the
impact of an economic or financial shock and whilst this is outside Council control and is not
something we have experienced yet; the assessment is that this is probable. Therefore, a
prudent approach is to treat this area of risk accordingly and infroduce further actions to
manage the impact if an event were to occur.

Procurement (P) Strategic Risk

19.

20.

The Procurement strategic risk is defined as ‘failure to optimise the supply of cost-effective &
quality goods and services over the long term.’

The current residual risk level for Procurement remains as ‘Major’ which is outside Council’s
overall risk appetite.




21.

22.

This ‘Major’ level of risk is a continuation of management taking a more prudent approach
to procurement within Council's financial operating environment, given the on-going
uncertainty in the wider business environment. This uncertainty impacts Procurement
through increasing inflation; the disrupted supply chain causing scarcity of materials; and
on-going competition for contfractors and workers to carry out work. The approach is to
infroduce further actions to manage the impact if a procurement risk event were to occur.

The actions focus on three areas of activity:

a. Review where ‘design and build’ procurement strategies maybe more appropriate for
planned projects. Ongoing business practice.

b. A review of resources including both supplies and contractors. This review maps the
constraints against what we have planned to do within LTP (Long Term Plan)
timeframes. Ongoing business practice.

C. Rationalisation Plan formulated where constraints of supplies and contractors cannot
be managed within the timelines of Annual Plan budgets. This may mean projects are
pushed out to be later than expected but aiming still fo be within the LTP framework.
Initiated if resources are deemed to be at critical level.

Fraud and Corruption (F&C) Strategic Risk

23.

24.

The Fraud and Corruption strategic risk is defined as ‘wrongful or criminal deception for personal
gain.’

The current residual risk level for Fraud and Corruption remains assessed as ‘Moderate’ which
is within Council’'s overall risk appetite.

Legal Compliance (LC) Strategic Risk

25.
26.

27.

The Legal Compliance risk is defined as ‘legal and policy non-compliance'.

The current residual risk level for Legal Compliance is assessed as ‘Minor’ which is within the
Council’s overall risk appetite.

The area where further improvements can be made primarily cenfres on more complete
documentation of compliance and reporting processes. It is advised that a further
assessment of more dedicated legal compliance systems be carried out that management
can continue to beftter integrate risk management practices into Legal Compliance
business-as-usual practices. An early example would be consideration of the approach
taken by Otago Regional Council with their adoption of a legislative ‘Warrant of Fithess’
and Mandatory Documents Register. This would meet the purpose of the proposed
compliance register identified in the table above. This assessment would also include
consideration of dedicated systems such as ComplyWise and LexisNexis Regulatory
Compliance and the resourcing required to continue improving Council’s risk maturity in this
area of operations.




28.

Existing Control Additional Treatment Status

Legal and compliance register/staff | Establish compliance register. Proposed
attestation, hire practices, expectations
framework, tfraining.

Operationally, the Council is meeting its legal compliance commitments, with areas where
further improvement can be made to deepen its risk maturity practices identified.

Natural Environment (NE) Strategic Risk

29.

30.

31.

32.

33.

34.

35.

36.

The Natural Environment strategic risk is defined as ‘failure to sustainably manage our natural
environment under our control.’

The current residual risk level for Natural Environment is assessed as ‘Major’ which is outside
the Council’s overall risk appetite of ‘Moderate.’

This assessment is based on current resourcing issues. There continues to be a nationwide
shortage of people with the necessary skills and expertise required which has the potential
to impact on Council’'s ability to maintain effective service levels.

Management is taking several steps to address this area of risk which is part of the wider
approach being taken by Council to improve recruitment and retention levels. The
expected result of these actions is to reduce the residual risk from ‘Major’ to ‘Moderate,’
which is within the Council’s risk appetite. It is foo early to confirm if these actions are being
effective, hence the continuation of the current level of risk.

This assessment is further based on the risk of meeting higher standards and conditions
because of changes from the Tairdwhiti Resource Management Plan (TRMP) and to obtain
resource consents. There is a ripple effect of these changes increasing costs to Council (as
the regulator) requiring legal advice that we are unable to on-charge for, through fo the
Asset Management risk as the controls used to manage this risk come out of the arms-length
policies of the TRMP.

Management is further reviewing the existing Natural Environment risk bowtie for
improvements to the risk causes and consequences and their associated preventative and
mitigating controls. This is fo better align actions and resources to the current operating
environment and managing this area of risk within Council’s risk appetite. A further report to
this Committee will identify these proposed changes.

The following table summarises the additional actions (tfreatments) being taken or are
proposed fo bring this area of risk within Council’s risk appetite and to further improve how
this area of risk is managed:

Additional Treatment Status

Review of resourcing required to meet communications, monitoring, reporting In progress
and enforcement requirements across those controls requiring them.

Operationally the Council is meeting its Natural Environment compliance commitments and
this focus on updating the risk bowtie and the treatments identified is intended to return the
residual risk level to within Council’s risk appetite.




Asset Management (AM) Strategic Risk

37.

38.

39.

40.

41.

42.

43.

The Asset Management risk is defined as ‘Failure to provide fit for purpose, safe, affordable &
sustainable assets that the community expects, over the long-term’.

The current residual risk level for Asset Management is assessed as ‘Serious’ which is outside
Council’s overall risk appetite.

This assessment is based on the impact of recent significant flooding events reducing the
resiience of the Council roading network, and the additional costs being incurred by
Council to restore and maintain an effective local roading network being beyond the
Council’'s current budget provisions. The consequence is an unforeseen and/or
unaffordable rate increase, with a negative impact on levels of service.

In response, management are taking additional action (freatment) to the existing conftrol for
managing this risk to bring it back within Council’s risk appetite and minimise the
consequences and impact as follows:

Existing Control Additional Treatment Status

1. Budgets for emergency works and | Waka Kotahi have approved $13M at a In progress
resourcing do not accurately reflect | financial assistance rate of 87%. They
the frue cost to sustainably maintain | have noted that Gisborne has asked for
our assets Council-wide an enhanced rate of 100% which will be

included in a combined Board paper

along with similar requests from other

Councils.

2. Roading levels of service Review roading network and levels of In progress
service to see if they are appropriate in
terms of winter conditions or when there
are exfreme weather events

Additional Waka Kotahi funding has been secured however the effects of inflation are
reducing the quantum of roading work that this funding will provide. It is anficipated that it
will take 9-12 years longer to return the roading network to the standard anficipated in the
Roading Infrastructure Plan.

Regarding Council's water infrastructure, the residual risk level is assessed as ‘Moderate,’
which is within Council’s overall risk appetite. While the 3 Waters Reform is generating a
degree of uncertainty and increased demands on Council personnel to meet reform
requirements, additional personnel have been engaged to assist with this work.

The existing confrols in place mean that the likelihood of a risk event occurring is unlikely,
with moderate consequences. These conftrols include having robust operational processes
in place and a programme of work within a 30-year infrastructure plan that includes
condition assessments that is on-going alongside the reform process.




44,

45.

Regarding the Council’'s community assets, the residual risk level is assessed as ‘Moderate,’
which is within Council’s overall risk appetite. While a full facilities Condition Assessment is
stil to be completed, the community housing, which is a significant component of
community assets, has a programme of ongoing renewal which means that the likelihood of
a risk event occurring is unlikely, with moderate consequences.

Operationally the Council is meeting ifs asset management commitments subject to the
outcome of the additional roading freatments.

Capital Projects (CP) Strategic Risk

46.

47.

48.

49.

50.

51.

52.

The Council has several major projects underway that are reported to the Operations
Committee. Two of these major projects involve significant external funds from cenfral
government. The Wastewater Treatment Plant upgrade (WWTP) $37.23m and the Kiwa
Pools Aquatic Centre project (Kiwa Pools) $44.5m (including $40m of central government
funding).

Our involvement from an internal audit and risk assurance perspective is to provide
assurance to our project sponsors and funders that expenditure is being recorded and
allocated correctly and that any funding claimed is correct and based on actual
expenditure incurred.

It also extends to project forecasting and cash flows that help identify any issues or concerns
around project timing, tracking against budget and project milestones to meet for funding
requirements.

We do this in a few ways:

a. Each project has a dedicated financial advisor that works closely with the project team
in monitoring spend, forecasting, cash flow and funding.

b. Internal Audit review and sign-off on the financial information before the information is
released to our funders.

The costs to date for the Kiwa Pools are $33.94m and of this we are owed $8m for milestone
9 and milestone 10. This is due fo be paid by the end of December 2022. Full costs for the
project are in the first instance paid by Council, and then reimbursed by crown
infrastructure partners. Until the end of the project in April, we are likely needing to fund for
cashflow purposes up to a maximum of $12m for at most a 2-3-month period.

The costs for the WWTP are $25.2m, $7.5m of funding from crown infrastructure partners has
been received.

The risk assessment of these two projects for the purpose of this report has considered their
delivery against budget, scheduled completion date and scope of work. At this stage of
delivery, both projects are assessed as being within Council’s risk appetite as follows:

a. The Wastewater Treatment Plant upgrade is being delivered within budget and o the
scope of work infended. The completfion date will be May 2023. This is mostly within
original tfimeframes, but there have been some slight delays primarily due to COVID-19
restrictions, some supply chain delays and delays caused by significant weather events
in April.

b. The Kiwa Pools project is being delivered within budget and to the scope of work
intended. The completion date is being revised due to delays in materials.




General Risk Management

53.

54.

55.

56.

57.

Management has been working through the new strategic risks of ‘Impact of External
Change’ and ‘Treaty Commitments’ to better define the nature of their risk to the Council
and how they relate to, or impact on, the existing risks of ‘Overall Council Strategy’ and
‘Strategic Relationships.’

The recent local government elections and the creation of five Maori wards further
supported assessing these remaining risks with the parficipation of the newly elected
council.

The ‘Impact of External Change’ consists primarily of changes resulting from central
government reforms being infroduced. These reforms include local government statutory
planning, reporting and otfher requirements; Future for Local Government Review; Three
Waters Delivery Reform; Resource Management Act Reforms; Emergency Management
(CDEM); Waste Minimisation; Health and Disability reforms and Climate Change Reform;
with other reforms and reviews impacting on local government.

In the meantime, Council has commenced the Tairawhiti Climate Change Risk Assessment
(TCCRA) which seeks to identify climate risks particular fo us as an organisation and to our
region af large. The outcome of TCCRA will form the necessary evidence base to inform our
adaptation policy response as an organisafion and as a region. Management is confinuing
tfo assess the risk of our response to climate change given its potential to contribute to
significant and wide-ranging impacts within communities of the Tairawhiti region, some of
which are already observable.

It is infended that the 3-year intfernal audit programme will be developed over the coming 6
months as management complete the risk assessments and identify those areas of risk
control o be included in the programme.

Local Government Risks

58.

59.

60.

The Controller and Auditor-Generals 2021 publication on the key risks both central and local
government are currently facing was tabled on 18 May Audit & Risk Committee. Following
which, Council was able to benefit from its membership of BOPLASS to receive an
assessment at no direct cost to ratepayers of our risk management maturity level from Aon,
who have been contfracted by BOPLASS to review BOPLASS councils’ risk management
pracftices.

Aon completed a desktop review of our risk management framework, documentation and
reporting practices followed by interviews and a workshop with key personnel to produce
their assessment on our behalf. This review was included and reported on at the previous
Audit & Risk Committee meeting of 21 September 2022.

Council management will be incorporating this advice from Aon into the application and
further development of its risk management framework.




ASSESSMENT of SIGNIFICANCE - TE AROTAKENGA o NGA HIRANGA

61.

62.

Consideration of consistency with and impact on the Regional Land Transport Plan and its
implementation

Overall Process: Significance

This Report: Low Significance

Impacts on Council’'s delivery of its Financial Strategy and Long-Term Plan
Overadll Process: Significance
This Report: Low Significance

Inconsistency with Council’s current strategy and policy
Overall Process: Significance
This Report: Low Significance

The effects on all or a large part of the Gisborne district
Overall Process: Significance
This Report: Low Significance

The effects on individuals or specific communities
Overall Process: Significance
This Report: Low Significance

The level or history of public interest in the matter orissue
Overall Process: Significance
This Report: Low Significance

This report is part of a process to arrive at a decision that will/may be of Low level in

accordance with the Council’s Significance and Engagement Policy.

This report is part of the Council risk management process and will inform future Council
decision-making across Council functions and therefore the level of significance will be

informed by the functions this process is applied to.

TANGATA WHENUA/MAORI ENGAGEMENT - TUTAKITANGA TANGATA WHENUA

63.

The level of engagement has primarily been internally facing to date as the areas of risk are
identified.  This will then inform the level of engagement required and process for

engagement to be followed.

COMMUNITY ENGAGEMENT - TUTAKITANGA HAPORI

64.

65.

The outcomes of determining the Council’'s strategic risks and risk appetite for each will
inform Council's decision-making and the allocation of resources to deliver the Long-Term

Plan objectives supported by an appropriate risk management strategy and approach.

The level of community engagement will be determined by the areas of risk identified and

the degree to which they directly affect the community.




CLIMATE CHANGE - Impacts / Implications - NGA REREKETANGA AHUARANGI - nga
whakaaweawe / nga ritenga

66. The level of climate change impact and its implications will be determined by the areas of
risk identified and the extent to which they affect climate change.

CONSIDERATIONS - HEIl WHAKAARO

Financial/Budget

67. The financial impact will be determined by the resource allocation required to meet
Council’s risk appetite for the areas of risk identified.

Legal
68. This report is part of Council's obligations to operate in a prudent manner by identifying and

reducing relevant risks o the delivery of its services and activities.

POLICY and PLANNING
WHAKAMAHERE

IMPLICATIONS - KAUPAPA HERE me nga RITENGA

69. This report is consistent with Council's Risk Management Framework.

RISKS - NGA TURARU

70. This report is part of Council’s wider organisational risk management process which seeks to
minimise risk across the Council organisation. The process being undertaken as set out in this
report will be applied to map the rest of the strategic risks.

NEXT STEPS - NGA MAHI E WHAI AKE

Date Action/Milestone Comments
Determine if the Council is currently | Complete in conjunction with Internal
November onwards | exposed to any risks beyond its risk | Audit for the Assurance Programme.

appetite.

Reported within Audit & Risk Committee

November onwards

Develop the internal audit plan.

Complete in conjunction with the
profiing of each sfrategic risk and
subject fo further consideration by Audit
& Risk Committee

November onwards

Plon and conduct deep dive risk
sessions  with  the Audit & Risk
Committee.

Complete in conjunction with Internal
Audit for the assurance programme.

Reported within Audit & Risk Committee
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Title: 22-253 Gisborne Holdings Ltd - Ernst & Young Audit Close Report
Section: Finance & Affordability
Prepared by: Ally Campbell - Executive Policy Advisor

Meeting Date: Wednesday 23 November 2022

Legal: No Financial: Yes Significance: Low

Report to AUDIT & RISK/ARAI TURARU ME TE TATARI KAUTE Committee
forinformation

PURPOSE - TE TAKE

The purpose of this report is to provide the Gisborne Holdings Limited (GHL) Ernst & Young (EY)
Close Report and Annual Report for 2021/22 to the Committee.

SUMMARY - HE WHAKARAPOPOTOTANGA

GHL is required to report to the Audit & Risk Committee on their activities and present their
Annual Report as part of their Statement of Intent. Normally, this report would have been
presented prior to public nofification and GHL's Annual General Meeting, however due to fiming
constraints and Council elections, this could not be achieved.

Attached is the EY Close Report (Atachment 1) and Annual Report (Attachment 2). GHL
Chairman John Rae and Chief Financial Officer Sophie Ricard will be in attendance to present
the EY close report.

Financial Results (as summarised by GHL)

Earnings before interest, tax, amortisation and revaluation (EBITDAR) was $4.6m down 11% on the
year prior, despite the capital gain on sale of assets of $1.4m.

This was driven by negative contributions from Farming (-$0.9m) with fewer cattle sales, and the
Holiday Park (-$0.7m). It should be noted that the prior year financial results were considered a
“record” year, with the Holiday Park performed better than forecast.

Equity rose $31.4m (26%) to $154.4m. This was driven by the farm’s highest and best use
considered as Forestry, along with the increase in carbon credit values.

Total assets grew 17% to $174.4m, an increase of 85% over the past six years. Asset Revaluation
Reserve grew by $27.6m (or 56%), and an increase of 142% over the past six years.

Cashflow for the year was positive, ending $2.5m up on the opening position. GHL's debt ratio
reduced from 12% to 9% due to the positive cashflow and increase in equity.




Distribution

GHL will make a cash distribution to the Gisborne District Council of $2.7m for the year ending
June 2022, this is an increase of 31% on the prior year.

Payment will be made in March 2023 as per the Distribution Policy.

The decisions or matters in this report are considered to be of Low significance in accordance
with the Council’s Significance and Engagement Policy.

RECOMMENDATIONS - NGA TUTOHUNGA

That the Audit & Risk/Arai Tiraru me te Tatari Kaute Committee:

1. Notes the contents of this report.

Authorised by:

Pauline Foreman - Chief Financial Officer

Keywords: GHL, Annual report, EY Close report

ATTACHMENTS - NGA TAPIRITANGA

1. Attachment 1 - 2022 GHL EY Audit Close Report [22-253.1 - 8 pages]
2. Attachment 2 - 2021-22 - GHL Annual Report 2022 [22-253.2 - 35 pages]




Ernst & Young Tel: +64 4 499 4888
100 Willis Street ey.com/nz
Wellington 6011 New Zealand

PO Box 490 Wellington 6140

Building a better
working world

Private & Confidential

John Rae 16 September 2022
Chairperson
Gisborne Holdings Limited Ref: 60434448
PO Box 694

Gisborne 4040

Dear John

2022 Audit of Gisborne Holdings Limited (‘\GHL")

In order to carry out our duties and responsibilities as auditors, Ernst & Young (“EY") is required by
ISA (NZ) 260 “Communication with Those Charged With Governance” (“ISA (NZ) 260™), to
communicate to you setting out the following matters in respect of the audit of the above named
Company.

Our audit work is complete and we anticipate issuing an unmodified audit report.

Qualitative aspects of accounting practices and financial reporting

The following key audit and accounting issues have been discussed and agreed with Sophie Ricard on
during the course of our audit.

We would be happy to arrange a time to discuss the findings of our audit in more detail with yourself
and members of the Board.

In our professional judgement, the findings below need to be communicated in writing to you.

Investment property

» GHL recognise nine properties on balance sheet as investment properties in accordance with
NZ IAS 40 Investment Property. GHL engaged Lewis Wright Valuations and Consultancy
Limited (‘Lewis Wright") to determine the fair value of the land and buildings with reference to
achievable rents and market yields as at 30 June 2022.

» During the year GHL sold a portion of the vacant land at 466 Childers Road for $3.55m. This
parcel of land has historically been valued as one site, and in order to calculate the gain on
disposal of the title sold GHL have allocated the carrying value based on the land size divided
between the title sold and the title retained by GHL. Following the appropriate allocation of
cost to the land parcel sold, a gain on sale of $925k has been recognised for accounting
purposes. As a consequence of the property being historically revalued, the gain for tax
purposes is higher.

A member firm of Ernst & Young Global Limited
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» GHL also sold a portion of land at 25-27 Banks Street to Gisborne District Council (GDC) for
$2.5m. The settlement with GDC occurred on 30 June 2022 and has been appropriately
recorded as a sale in the FY22 year. Similar to Childers Road the land has historically been
valued as one parcel and hence the carrying value has been apportioned based on the size of
the title sold. This resulted in a gain on sale of $325k.

» We have reviewed the accounting treatment for these sales and raised adjustments to reflect
the gain on sale being calculated, for accounting purposes, based on the carrying value of the
land rather than the cost of the assets. The differences noted have been corrected by
management in the financial statements. We are satisfied the transactions are recorded
correctly.

» Theremaining land parcels at Banks Street and Childers Road have been revalued at 30 June
2022 in line with the remaining portfolio of investment property.

» We have obtained and reviewed the valuation report prepared by Lewis Wright which values
the investment properties at $45.4m (2021: $48.8m).

» We have liaised with Lewis Wright regarding the drivers of revaluation movements, focusing
on properties where there were larger movements as a percentage of the property's value.

» We have obtained a reliance letter from Lewis Wright confirming their independence and
acknowledging they are aware the results of the valuation will be used in GHL's financial
statements and that the valuation is appropriate for this purpose.

» GHL hold other property that is owner utilised and not accounted for as investment property
but as property, plant and equipment, such as the holiday park. Valuation uplifts for these
properties are recorded in other comprehensive income rather than profit or loss. During the
year GHL sold the Vehicle Testing Centre business for $150k but retained the property, which
has now been transferred from owner-utilised to investment property.

TFL Property valuation

» GHL own Tauwhareparae Farms and revalue the land and improvements annually in line with
the requirements of NZ IFRS 13 Fair Value Measurement and NZ IAS 16 Property, Plant and
Equipment. GHL engaged Lewis Wright Valuations and Consultancy Limited (‘Lewis Wright")
to determine the fair value of the farm land and improvements with reference to recent
market transactions.

» NZIFRS 13 requires that assets be valued at their Highest and Best Use. Historically for GHL
the Highest and Best use has been the market value based on the land and buildings being
utilised or sold as pastoral (farming) land. Lewis Wright has determined that consistent with
comparative market transactions a significant increase in value could be realised by selling
the property as forestry land. This has given rise to a value reflecting the highest and best
use of the property as at 30 June 2022 as forestry land of $85m. In 2021 the value of the
farm as pastoral was determined to be $70m.

A member firm of Ernst & Young Global Limited
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» Asignificant component of this valuation uplift has arisen from the potential for any planted
forest to sequester New Zealand Emission Units and the availability of the benefits to be
generated from the underlying market fair value movement in New Zealand Emission Units.

» The farm land and improvements were initially recorded in the financial statements at their
pastoral land value. However, the valuation for financial reporting purposes has been
updated to reflect the market based potential value which might be achieved under an
alternative use.

» The fair value uplift in the farm properties resulted in a revaluation uplift through other
comprehensive income of $27.6m.

Forest valuation and New Zealand Emission Units

» Asrequired by NZ IAS 41 Agriculture the forestry assets of the company have been revalued
at balance date. The tree crop valuation was performed by PF Olsen Limited. Determining
appropriate inputs is a judgemental process and has a significant impact on the resulting
valuation. Forest assets were valued at $10.6m at 30 June 2022 (2021: $12.1m). This
value is exclusive of any NZU's which are considered as a separate asset. The principal driver
of the fall in the value of forests has been the impact of increased harvest and transport costs
that have been observed in the local and national economy.

» We have reviewed the inputs to the forestry valuation model by comparing each input to the
equivalent input used in 2021, recent market data in the case of log prices and the
appropriateness of the discount rate applied as at 30 June 2022. We have also taken steps
to obtain assurance that the forestry valuation excludes any valuable associated with New
Zealand Emission Units or the underlying land.

» GHL have engaged PF Olsen to quantify the level of carbon credits / units that should be
recorded by the Crown's registry in the name of GHL. The registration of the units is a critical
process and we encourage management to continue to work with PF Olsen to complete this in
a timely manner.

» Based on PF Olsen’s judgement it has been determined what volume of units will be required
to be surrendered to the Crown in the normal course of harvesting the current forestry blocks
by a rational forest owner, ie at normal expected economic maturity. PF Olsen has assessed
that this would be expected to be any units held over and above 225,000 units. ie Should
GHL continue to harvest and re-plant trees in the normal operational cycle, and subject to any
natural disaster or fire, these “Safe Credits” would not have to be surrendered to the Crown.
As a part of the assessment PF Olsen have taken into consideration that GHL sold 100,000
units in previous periods and consequently it has been determined that 125,000 units are
considered to be “Safe Credits"”, ie such units could be used to generate a cash flow over and
above the fair value of the current forest harvest cycle. Given this assessment the fair value
of those 125,000 units has been recognised on the balance sheet of GHL.

» It should be noted that additional units, are estimated to be held or are due to GHL, but that
these will have to be surrendered as GHL harvests their current forest cycle. The fact that
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100,000 units have been sold historically presents a certain degree of risk, in that should all
forests be harvested tomorrow, these additional units would have to be purchased on the
open market. In addition, the NZU registry has not been fully updated for current estimates.
We recommend that PF Olsen continue its work to assess the true volume of NZU's
sequestered by the forest and that the registry be fully updated. We would recommend that
no substantive decision be made in relation to the use or management of NZU's and the
forest until this exercise is completed.

» The challenges related to the accounting for Units is being driven by the unit price. At balance
date, if the estimates determined by PF Olsen, in terms of volume are correct, the fair market
value of all the "safe” and “not safe" units would amount to approximately $26m. This value
now significantly exceeds the value of the forest.

» We understand that GHL are evaluating the future plans for the forests during FY22 and that
as of the date of writing no such plans have been confirmed. Management's assumption in the
valuation, and for financial reporting purposes as at 30 June 2022 is that the forest will be
harvested and create future revenue.

» We have obtained a reliance letter from PF Olsen confirming their independence and
acknowledging they are aware the results of the valuation will be used in GHL's financial
statements and the valuation is appropriate for this purpose.

Taxation and deferred tax on investment property

»  GHL and the Gisborne District Council ("Council’) have agreed a framework for determining
the guantum of minimum distributions to be paid by GHL to Council. Such distributions
usually take the form of a subvention payment or dividend. The amount that is treated as a
subvention payment is determined with respect to the amount of losses available to GHL to
offset tax obligations.

» Consistent with 2021, in calculating deferred tax on the investment property it has been
assumed that the value of the property will be recovered through sale. This is not
unreasonable given NZ IAS 12 Income taxes states there is a rebuttable presumption that the
carrying amount of investment property will be recovered through sale and this approach is
commonly used across the investment property sector.

» Onthe basis of this assumption, the sale of investment property at Childers Road and Banks
Road was taxable on the capital gain on sale, being the difference between cost and the
amount in which the assets were sold for. At the time of this report, we are working with
management and their tax advisers engaged at PWC to finalise the reflection of this tax
treatment in the financial statements.

Revenue Recognition and Operational Trading

»  Whilst we place a significant focus on the recognition and measurement of assets and
liabilities across the company, we are also very conscious that GHL is an operational trading
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business. The maintenance of processes to manage holiday park, investment property rental
and farm trading require different underlying processes and controls.

» Across each major operational element of the business we have adopted approaches to
obtain assurance in relation to revenue recognition and the incurrence of expenditure. Based
on this work we are satisfied that the day to day trading of the company is being
appropriately accounted for.

» In addition to core operational expenditure testing we have undertaken a review of a range of
staff expenses to obtain confidence that the use of what is effectively public money is being
applied in a manner consistent with company policies and that those policies are consistent
with reasonable expectations. No matters requiring the attention of the Board have arisen
from this work.

Going Concern

The financial statements are prepared on a going concern basis on the assumption that GHL will
operate for the foreseeable future. Such an assumption requires that GHL will be able to satisfy their
obligations as they fall due.

GHL's term loan expires in February 2023 and hence is recorded as a current liability on balance
sheet. We understand there is a review of GHL's strategy ongoing and hence management deemed it
most appropriate during FY22 to extend their facilities a further 8 months rather than enter into a
longer term loan arrangement.

As aresult, GHL is in a negative working capital position of (512.6m). we have confirmed that
directors are satisfied that the current loan facility can be extended at any point in time using the
assets on balance sheet as security.

Sufficient disclosures explaining the appropriateness of the going concern assumption have been
included in the financial statements.

Internal financial controls

As part of our audit of the financial statements, we obtained an understanding of internal control
sufficient to plan our audit and determine the nature, timing and extent of testing performed.
Although our audit was not designed to express an opinion on the effectiveness of internal control, we
are required to communicate to you significant deficiencies in internal control which have come to our
attention during the course of our normal audit work.

While we haven't identified any significant deficiencies in internal control, we have identified a number

of opportunities to improve processes and controls. We will communicate these to management in our
Report of Control Findings.

A member firm of Ernst & Young Global Limited
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Independence

We are not aware of any other relationships between the Firm and the Company that, in our
professional judgment, may reasonably be thought to bear on independence.

We confirm that in our professional judgment, the engagement team and the Firm have complied with
relevant ethical requirements regarding independence including OAG independence requirements.

ISA (NZ) 260 requires us to communicate with you on a timely basis on all significant facts and
matters that bear upon our independence. The aim of these communications is to ensure full and fair
disclosure by us to those charged with governance on matters in which you have an interest.

Listed in Appendix A are EY's key firm-wide policies and processes to maintain independence and
objectivity.

Audit adjustments

There have been no unadjusted audit differences in the current year.

The following audit adjustments have been corrected in the current year:

» Torecord the valuation of TFL Farm land and improvements at highest and best use giving
rise to a circa $15m uplift in property valuation.

» To correct the gain on disposal of land sold to reflect the gain based on carrying value rather
than historical cost, giving rise to a $1.6m adjustment.

» To correct the valuation of investment property in line with the Lewis Wright valuation -
$1.9m

Other matters

The Auditor's responsibilities section of our audit report refers to the XRB website
(https://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities) to give a
further description of our responsibilities for the audit of the financial statements. This description
forms part of our auditor's report.

This letter has been prepared for the sole use of the Board of Directors, management and others
within the Company. It must not be disclosed to a third party or quoted to or referred to without our
written consent. No responsibility is assumed by EY to any other person.

A member firm of Ernst & Young Global Limited
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Finally, we would like to take this opportunity to thank your staff, particularly Sophie Ricard, for the
co-operation we have received throughout our audit. If there are any further matters which you wish
to discuss concerning our audit, please do not hesitate to call me on 027 489 9378 or contact me at
stuart.mutch@nz.ey.com.

Yours faithfully
Ernst & Young

\/7%

Stuart Mutch
Partner
Ernst & Young

A member firm of Ernst & Young Global Limited
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Appendix A

EY has policies and procedures that instil professional values as part of Firm culture and ensure the
highest standards of objectivity, independence and integrity are maintained. Listed below are some of
the key policies and processes in place within EY New Zealand for maintaining objectivity and
independence:

Financial Interests  Our Partners are prohibited from investing in any audit client in the world. All
professional staff are prohibited from holding a financial interest in any audit
client of EY where they form part of the audit engagement team. Further, EY
executives (managers and above) are prohibited from holding a financial interest
in any EY audit client where they provide 10 or more hours of non-audit services
to the client in a fiscal year.

Our partners and staff are required to confirm their compliance each year with
our Firm's independence policies. We track this compliance through a worldwide
investment tracking system.

Training Our partners and staff are required to undergo regular mandatory training on
our independence and ethical policies and processes.

Partner rotation The Firm has detailed policies on the rotation of the audit engagement partner
and, in the case of issuer clients: key audit partners and independent partners.

Consultation The Firm requires that the audit team consult with a panel of experienced
partners on complex accounting and auditing matters.

Non-audit Our audit engagement partners must approve any non-audit services offered to
Services their clients. This allows them to:

» ensure the objectives of the proposed engagement are not inconsistent with
the objectives of the audit of the financial statements;

» identify and assess any related threats to our objectivity; and

» assess the effectiveness of available safeguards to eliminate such threats or
reduce them to an acceptable level.

Where no satisfactory safeqguards exist we do not carry out the non-audit service.

Ethics Our global code of conduct provides an ethical framework on which we base our
decisions and our actions—as individuals and as members of our global
organisation. We have also established the EY/Ethics hotline which will allow any
person, inside or outside of EY, to report confidentially and anonymously any
activity that they believe may involve conduct that is unethical, illegal, in breach
of professional standards, or is otherwise inconsistent with our established
policies or code of conduct.

A member firm of Ernst & Young Global Limited
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Title: 22-2463 Health & Safety
Section: Health & Safety
Prepared by: David Wilkinson - Health & Safety Manager

Meeting Date: Wednesday 23 November 2022

Legal: No Financial: No Significance: Low

Report to AUDIT & RISK/ARAI TURARU ME TE TATARI KAUTE Committee
forinformation

PURPOSE - TE TAKE

The purpose of this report is to update the Audit & Risk Committee with specific information on
critical health, safety and wellbeing risks, and conftrols to mitigate these risks at all Gisborne
District Council workplaces.

SUMMARY - HE WHAKARAPOPOTOTANGA

The Gisborne District Council has duties under the Health & Safety at Work Act 2015 (HSWA) and
associated Regulations. These include:

Applying due diligence to ensure Council, through its Chief Executive, provides resources
and support to meet legal health and safety obligations.

Ensuring that significant health and safety risks have been identified and that robust
controls are implemented to mitigate these risks, and that they are reviewed regularly.

Assurance that all workers are confident that Council is providing a safe workplace for ifs
workers and other persons.

Confirming that Council is compliant with health and safety legislation and striving to
continuously improve health and safety systems and culture.

Ensuring all workers are valued and that their health, safety, and wellbeing is essential to
the overall success of Gisborne District Council.

Ensuring senior management and councillors are aware of their duties under s.44 “Due
Diligence” and understand Council risks and resources available to mitigate.

Providing key information relating to these matters at a governance level.

Review of COVID-19 situation, working collaboratively with the Risk Manager to ensure
lessons learnt are incorporated into plans, controls, and resources available.

The decisions or matters in this report are considered to be of Low significance in accordance
with the Council’s Significance and Engagement Policy.




RECOMMENDATIONS - NGA TUTOHUNGA
That the Audit & Risk/Arai Tiraru me te Tatari Kaute Committee:

1. Notes the contents of this report.

Authorised by:

James Baty - Director Internal Partnerships

Keywords: Health and Safety, risk, wellbeing, legal, obligations, COVID-19




BACKGROUND - HE WHAKAMARAMA

1.

The Health & Safety at Work Act (HSWA) provides regular opportunities to review case law
and related precedents together with frequent Regulator media reports.

Our focus continues to be on critical risks, staff wellbeing, and building a culture where all
our workers feel supported, understand the risks associated with their work, and the conftrols
needed to mitigate these. Accordingly, this report provides updates.

One of the key requirements of health and safety legislation is that it is mandatory to have
active worker participation. We formally apply this in two ways:

a) By having nominated Health and Safety Representatives, who cover a specific work
group across Council. Currently each representative operates in this role for a period of
two years. Health and Safety Representatfives are consulted on worker health and
safety matters, involved in investigations, meet quarterly and are given a variety of
training opportunities during their term.

b) All workers are encouraged fo report accidents, incidents and near misses through the
VAULT (recently renamed Damstra Safety) system (our health and safety management
platform). A mobile VAULT/Damstra app is available, which staff are encouraged to
use, and uptake continues to be encouraging.

Gisborne District Council recognises that a well-functioning health and safety system relies
on participation, leadership, and accountability. HSWA sets out the principles, duties, and
rights in relation to workplace health and safety. A guiding principle of HSWA is that workers
and others need to be given the highest level of protection from workplace health and
safety risks, as is reasonable.

A review of Council's strategic risks included Health & Safety, resulting in several options to
ensure ongoing continuous improvement.

Identified Health and Safety Operational Risks

6.

Healthy and safe work starts with identifying and understanding what our work-related
health and safety risks are. It then involves implementing what is reasonable and
practicable to eliminate those risks. Where the risk cannot be eliminated, it must be
minimised so far as is reasonably practicable.




7.

10.

We follow the "Plan-Do-Check-Act" four steps model to help manage our work health and
safety risks:

We prioritise critical risks first before managing less serious risks. Teams are required to review
work activities on an ongoing basis and fo identify any new risks that need to be managed.
We work with other businesses where we have shared work risks (e.g., share a workplace or
in a contracting chain). In addition, we ask workers for input on not only identifying health
and safety risks but also when choosing solutions. We believe people are more likely to take
responsibility and make good choices if they have been involved in the conversation,
remembering that workers are the eyes and ears of our business. They could suggest
practical, cost-effective solutions and often do.

Teams have identified their operational risks and together with conftrols, are reviewed on an
annual basis, or post any incident/accident. We have infroduced a business partnership
model with teams assigned their health and safety support where the HomeSafe team
collaborate and review team risks developing minimum risk guidelines for staff and
confractors to follow.

Much of Council’s medium to high-risk work is undertaken by confractors. Before becoming
a Council approved confractor, a health and safety assessment is undertaken with
contractors who are required to pass a pre-qualification check of their health and safety
systems using our pre-qualification system SHE. ‘SHE' helps us make smarter health and
safety decisions, all backed by data and supported by rigorous process. Changes to the
pre-approval process (cross-accreditation with Totika) have been ratified and training for
staff across Council under way. Council staff who engage medium or high-risk contractors
then undertake a check of any qualifications, licensing, safety plans and associated
documentation before work commences. Monthly monitoring of contractors undertaking
physical work is required by the person responsible for engaging or a suitable project
consultant/team. Examples are the floodwater and roading network maintenance projects
which have dedicated health and safety roles to verify and assure performance that is
overseen by the HomeSafe team.
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11.

12.

13.

There are staff capacity and capability issues with Health and Safety personnel pursuing
other opportunities within council and time taken to bring replacements up to speed.
Our top ten identified operational risks are:

e Conflict, violence, and aggression

e Falls from heights

e Driving and vehicle safety

e Working in the road corridor

¢ Confractor management

e Confined spaces and access

e Isolated, remote, lone working

¢ Hazardous substances, including asbestos

¢ Mental health and wellbeing

e Staff furnover and retention.
The HomeSafe, and Risk feams remain vigilant in relation to the COVID-19 situation across
Tairawhiti and New Zealand. Af the time of writing case numbers in Tairawhiti had seen a
slight increase, however, significantly lower than our previous reporting period. Council
maintains significant ‘precautionary’ stocks of P2 masks and RAT test kits. All remaining
Government workforce vaccine mandates ended on 11:59pm 26 September 2022. All
vaccination and testing requirements for travellers arriving by air or sea in New Zealand
have also ended. Information is available to all staff via Naumai (staff intranet) and other

communication channels, ensuring we are well prepared — particularly in terms of resources,
business continuity plans, and PPE should the current situation change.

Compliance

14.

15.

16.

17.

Workplace health and safety is not just about compliance with every letter of the law. It is
about making sure our basic proposition about workplace health and safety is cemented in
our organisatfion’s culture. To this end, several compliance initiatives are under way or
completed, with health and wellbeing a key focus.

Gisborne District Council plays a key role in the local Te Tairdwhiti Asbestos Liaison Protocols
where Council, Hauora Tairawhiti, Fire & Emergency New Zealand and WorkSafe jointly
support the reduction of occupational and public health risks associated with the exposure
to asbestos.

Gisborne's branch of NZISM (New Zealand Institute of Safety Management) continues to
promote safety in Tairawhiti.

To ensure all elected members fulfil due diligence in their capacity as an officer, health and
safety reports to the Audit & Risk Committee will also be included in the subsequent Council
agenda. The updates to the Governance Structure and Terms of Reference (Report 20-219)
will mean that such information in the future will be accompanied by any
recommendations from the Audit & Risk Committee.




18.

Part of the role of an Officer of a PCBU! is fo ensure that there is a safe workplace, and that
Council has required resources available. We achieve this in several ways:

(a) COR (Central Organising Ropu) led by the Chief Executive, meet weekly and discuss
health and safety. Regular reviews of health and safety risks are undertaken — including
general data, trends, accident data, critical risks and changes to guidance, standard
operating procedures and health and safety Information.

(o) The Chief Executive and COR ensure sufficient finance is made available as and when
required.

(c) Directors attend Health and Safety Committee meetings.

Contractor Management

19.

20.

With significant numbers of confractors engaged in Council work, many on short duration
works, obtaining accurate and fimely data can be challenging. Main “Tier1” contractors
have regular meetings with their Council counterparts where health and safety is the first
item on the agenda. Incidents, accidents and near misses are reviewed and any
recommendations arising from investigations shared.

The benefit of collaboration not only ensures that Council complies with requirements under
Section 34 of HSWA (overlapping duties) but also achieves benefits when exchanging
learnings. Recent confractor event investigations have provided the opportunity to share
learnings within Council tfeams. Increased emphasis on assurance and verification, regular
reviews, site audits and investigation reviews. Additional contfractor near miss reporting is
monitored to evaluate trends and comparisons with reported Injury rates (Table 1)
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Keep Up to Date with Health and Safety Matters

21. Due diligence includes taking reasonable steps to acquire, and keep up to date with,
knowledge of work health and safety matters Section 44(4)(a) of HSWA.

Whakaari/White Island update

22. WorkSafe laid charges against 13 parties, three of which were under HSWA Section 44:
“Officers Duties”. The next hearing is set for July 2023; the outcome will likely lead to an
increased interest and awareness around Officer Duties under Section 44 of HSWA.

Other

23. WorkSafe NZ will completed national roadshows September-November with a focus on
idenftification and management of carcinogens and airborne risks — including asbestos,
silica, welding fume, and wood dust.

24. TPL Access Ltd/Auckland were fined $100,000 and $43,000 reparations for failing to ensure
roof edge protfection (scaffolding) was safe and fit to use. A worker fell 3.6 metres, suffered
significant injuries and fortunate to survive. Our Homesafe team work closely with
contractors on our larger construction projects including Banks Street and Kiwa Pools,
carrying out regular audits covering all site risks including working at heights / scaffold.

25. Wellbeing of workers is a key focus for all workplaces. For the benefit of newly elected
members, as previously reported, Council staff completed an engagement survey recently
which included a focus on health, safety, and wellbeing. 343 staff were invited to take part
in the survey, with 309 (90%) participating. Staff agree that these areas are well above
average (top four):

e Psychological Wellbeing — 80%
e Qurresponse to COVID-19 - 79%
e Diversity & Inclusion — 79%

e Health, Safety & Wellbeing 77%

Our Key Processes

o Facilitate Employee Participation or WEPR (worker engagement, participation, and
representation) process in line with HSWA regulations.

¢ Manage the VAULT/Damstra which aligns with AS/NZ4801 Occupational Health and
Safety Management systems and provides a repository for all health and safety
information, hazard registers, risk registers, compliance registers and monitors
improvement actions and investigations.

e lLead the Health and Safety Risk Management process which is a core function of the
VAULT/Damstra system. The risk module has a sophisticated structure that fully
intfegrates with all outputs of VAULT where risk assessments and controls are monitored
and confinually improved.




Contribute to the BOPLASS Mahi Tahi LG Collaboration Portal which provides a shared
resource where Council health and safety policy, guidance and related material is
freely available, and members meet on a quarterly basis.

Coordinate the Audit and Review Process from within VAULT/Damstra. Scheduling and
improvement actions are applied to individuals and monitored until close-out.

Process Gaps or Improvement Opportunities

26. Improvement opportunities identified include:

Some aspects of VAULT/Damstra remain not well understood or utilised. Additional
fraining is ongoing, targeting managers, tfeam leaders and their teams.

Encouraging staff and contractors to ensure prompt reporting of events that include
near misses.

Health and wellbeing initiatives require further development and implementation.

Managers/Team Leaders regularly engage with those working from home to support
wellbeing and workstation set up.

Health and safety culture recognition and rewards scheme requires formalisation.
Audit and review of major contractors is ongoing and requires further enhancement.

Accountability — annual health and safety KPIs assessment and review requires
completion following year-end.

Staff turnover adds pressure to depleted teams, and our People & Capability tfeam who
front recruitment. Increased focus on staff recruitment, retention and succession
planning continues to provide challenges.

Reporting
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ii: Events by Trending Category - Business Wide - Rolling 12 months

Abuse or Threat to Staff
Activity/Task

Behavioral

Bruising

Criminal Activity

Cut / Laceration
Discomfort

Equipment

Member of Public
Member of Public / Visitor
Sprain / Strain

Vehicle or Traffic

0 2 4 5 8 10 12 14 16 18 20 2 24 26 28 30 32 34 36 38
W ncident M Injury M Near Miss [ Risk

NB: Abuse & threats to staff frending down.

LTI (Lost Time Injury) Injuries:
¢ Knocked head on door frame (Journeys).
¢ Slipped whilst loading motorcycle onto vehicle (Biosecurity).

e Fellin forest and branch penetrated leg (Waingake Transformation).

Key/Explanation

o Total Recordable Injury Frequency Rate (TRIFR): Shows our performance gauged
against similar organisations. It is an industry standard reporting calculation based on
(recorded incidents x 200,000) + total number of hours worked.

e Events by trend (last 12 months) highlight top three events as: vehicle and driving,
conflict and aggression and an increase in criminal damage to Council facilities.
Notifiable events:

e In the past 12 months no Council staff have been involved in events requiring
noftification to WorkSafe.

¢ Two noftifiable events, both incurred by contractors, required nofification to WorkSafe,
both fully investigated.

- Two people seriously hurt in road traffic incident, and remain off work with long
recoveries.

- Overhead wires struck by digger, resulting in machinery damage no injuries.
Other events of Note:
27. Three most recent Lost Time Injuries: -
o Knocked head on door frame
o Slipped whilst loading motorcycle onto vehicle
e Fellin forest and branch penetfrated leg
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ASSESSMENT of SIGNIFICANCE - TE AROTAKENGA o NGA HIRANGA

Impacts on Council’'s delivery of its Financial Strategy and Long Term Plan
Overall Process: Low Significance
This Report: Low Significance

Impacts on Council’'s delivery of its Financial Strategy and Long Term Plan
Overadll Process: Low Significance
This Report: Low Significance

Inconsistency with Council’s current strategy and policy
Overall Process: Low Significance
This Report: Low Significance

The effects on all or a large part of the Gisborne district
Overall Process: Low Significance
This Report: Low Significance

The effects on individuals or specific communities
Overall Process: Low Significance
This Report: Low Significance

The level or history of public interest in the matter orissue
Overall Process: Low Significance
This Report: Low Significance

28. The decisions or matters in this report are considered to be of Low significance in
accordance with Council’s Significance and Engagement Policy.

TANGATA WHENUA/MAORI ENGAGEMENT - TUTAKITANGA TANGATA WHENUA

29. While no tangata whenua engagement was required to complete this report, we are
respectful when partnering with our community and organisations and ensure Te Tirifi o
Waitangi — The Treaty of Waitangi is recognised in our daily work.

30. HomeSafe team actively promote the principles of Te Tiriti o Waitangi — The Treaty of
Waitangi.

COMMUNITY ENGAGEMENT - TUTAKITANGA HAPORI

31. No community engagement was required to complete this report. All tfeams — including
HomeSafe — are responsible for the safety and wellbeing of our workers and community.
Contractor management and requests for service from our community may require input
and guidance from the HomeSafe team.




CLIMATE CHANGE - Impacts / Implications - NGA REREKETANGA AHUARANGI - nga
whakaaweawe / nga ritenga

32.

There are no impacts or implications on climate change, however, we require regular re-
evaluation of risks from the impact of increased extreme weather events.

CONSIDERATIONS - HEIl WHAKAARO

Financial/Budget

33. Any financial implications relating to this report will be met from within existing budgets.
Legal
34. HSWA and associated regulations were infroduced in 2016 and now embedded. Significant

fines have been highlighted in the media for PCBUs [ who have not taken all reasonably
practicable steps to mitigate health and safety risks.  Any nofifiable events have the
potential to be investigated by the Government regulator (WorkSafe).

POLICY and PLANNING IMPLICATIONS - KAUPAPA HERE me nga RITENGA
WHAKAMAHERE

35.

There are no policy and planning implications fo consider. Health and safety are inherent in
all areas of Council work.

RISKS - NGA TURARU

36.

37.

HSWA and its associated regulations require a PCBU to take all reasonably practicable steps
to ensure the safety of its workers. There remains a risk to workers, Council reputation and
regulatory censure due to any unidentified or unknown risks or failure of workers to follow
safe work procedures. Risks to Council workers' health and wellbeing have increased,
compounded by COVID-19, and increased flexible working arrangements including working
from home. The majority of known critical risks identified continue to be well managed.

Staff turnover and availability of competent replacements can also have a detrimental
effect on business operations and added pressure on teams that may be under resourced
until replacements sourced and brought up to speed.




11. Public Excluded Business

RESOLUTION TO EXCLUDE THE PUBLIC
Section 48, LOCAL GOVERNMENT OFFICIAL INFORMATION and MEETINGS ACT 1987
That:
1. The public be excluded from the following part of the proceedings of this meeting, namely:
PUBLIC EXCLUDED Business
ltem 11.1 22-269 Strategic Risk Deep Dive Background Report
ltem 11.2 22-264  Litigation Risk and Legal Issues

2. This resolution is made in reliance on section 48(1)(a) of the Local Government Official
Information & Meetings Act 1987 and the particular interest or interests protected by section
6 or section 7 of that Act which would be prejudiced by the holding of the whole of the
relevant part of the proceedings of the meeting in public are as follows:

Enable any Council holding the information to carry on,
ltem 11.1 7(2)(i) without prejudice or disadvantage, negotiations (including

commercial and industrial negotiations).

ltem 11.2 7(2)(9) Maintain legal professional privilege.
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