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Terms of Reference
Purpose

The purpose of the Audit and Risk Committee is to assist and advise the Governing Body in
discharging its responsibility and ownership of governance, risk management, and internal control.

The committee will review the effectiveness of the following aspects of governance, risk
management and internal control:

9 enterprise risk management (ERM) across the Auckland Council group

1 internal and external audit and assurance

1 integrity and investigations

1 monitoring of compliance with laws and regulations

1 significant projects and programmes of work focussing on the appropriate management of risk

1 oversight of preparation of the LTP, Annual Report, and other external financial reports

required by statute.

The scope of the committee includes the oversight of risk management and assurance across
counci |l 6s CCOsriskthat idhsignifieasmtgoethe tAuckland Council group.

To perform his or her role effectively, each committee member must develop and maintain his or her
skills and knowledge, including an understanding
council 6s business, operations and ri sks.

Decision-Making Powers

The committee has no decision making powers.
The committee may request expert advice through the chief executive where necessary.

The committee may make recommendations to the Governing Body and / or chief executive.
Tenure

External members will be appointed for an initial period not exceeding three years, after which they
will be eligible for extension or re-appointment, after a formal review of their performance, and have
not already served two terms on the committee. Councillors appointed to the committee will
automatically cease to hold office at the time of the local authority triennial elections. They may be
eligible for re-appointment post those elections if they are returned to office and have not already
served two terms on the committee.

The chief executive, and the senior management team members will not be members of the
committee.

The members, taken collectively, will have a broad range of skills and experience relevant to the
operations of the council. At least one member of the committee should have accounting or related
financial management experience, with an understanding of accounting and auditing standards in a
public sector environment.



Committeebs responsibilities
The committee® responsibilities are detailed below.
Forward Work Programme

The committee will agree and approve annually a forward work programme i which will consist of in
depth briefings and reviews of specific significant risks and assurance strategies, as contained in
the ERM ATop Riskso or Auckland Council ds work pl.

Risk management

1 Review, approve and monitor the implementation of the ERM policy, framework and strategy
(including risks pertaining to CCOs that are significant to the Auckland Council group).

Review and approve thecouncil® fAri sk appetiteo statement

Review the effectiveness of risk management and internal control systems including all
material financial, operational, compliance and other material controls. This includes
legislative compliance (including Health and Safety), significant projects and programmes of
work, and significant procurement.

1 Review risk management reports identifying new and / or emerging risks, and any
subsequentchanges to the ERM ATop RiskoOo register.

Internal Audit

1 Review annually the Internal Audit Charter 1 which confirms the authority, independence and
scope of the function.

1 Review and approve annually and monitor the implementation of the 3 year Internal Audit
Strategy and 12 month detailed Internal Audit Plan.

1 Review the co-ordination between the risk and internal audit functions i including the
integration of the council& ERM risk profile with the Internal Audit programme. This includes
assurance over all material financial, operational, compliance and other material controls.
This includes legislative compliance (including Health and Safety), significant projects and
programmes of work, and significant procurement.

1 Review the reports of the Internal Audit functions dealing with findings, conclusions and
recommendations (including assurance over risks pertaining to CCOs that are significant to
the Auckland Council group)

T Review and monitor management 6s responsi Veness
enquiring into the reasons that any recommendation is not acted upon.

Fraud and Integrity

1 Review and approve annually, and monitor the implementation of, the Fraud and Integrity
Strategy, including detailed work programme.

1 Review annually the whistleblowing procedures and ensure that arrangements are in place
by which staff, may, in confidence, raise concerns about possible improprieties in matters of
financial reporting, financial control or any other matters, and that there is proportionate and
independent investigation of such matters and appropriate follow-up action.

1 Review the procedures in relation to the prevention, detection, reporting and investigation of
bribery and fraud.

1 Review and monitor policy and process to manage conflicts of interest amongst elected
members, local board members, management, staff, consultants and contractors.



1 Review reports from the Risk, Internal Audit, Integrity and Investigations, external audit and
management related to whistle blower, ethics, bribery and fraud related incidents.

Statutory Reporting

Review and monitor the integrity of the interim and annual report including statutory financial
statements and any other formal announcements relatingtothecounci | 6s financi al p e
focussing particularly on:

1 compliance with, and the appropriate application of, relevant accounting policies, practices
and accounting standards
compliance with applicable legal requirements relevant to statutory reporting

the consistency of application of accounting policies, across reporting periods, and the
Auckland Council group

1 changes to accounting policies and practices that may affect the way that accounts are
presented

any decisions involving significant judgement, estimation or uncertainty

the extent to which financial statements are affected by any unusual transactions and the
manner in which they are disclosed

9 the disclosure of contingent liabilities and contingent assets
9 the clarity of disclosures generally

1 the basis for the adoption of the going concern assumption
1 significant adjustments resulting from the audit.

External Audit

1 Discuss with the external auditor before the audit commences:
9 the nature and scope of the external audit
9 areas of audit focus
1 error and materiality levels.

1 Review with the external auditors representations required by elected members and senior
management, including representations as to the fraud and integrity control environment.

1 Review the external auditors management letter and management responses, and inquire
into reasons for any recommendations not acted upon.

1 Where required, the chair may ask a senior representative of the Office of the Auditor
General to attend the committee meetings to discusstheof f i ceds pl ans, findi
matters of mutual interest.



Interaction with Council Controlled Organisations

Other committees dealing with CCO matters may refer matters to the Audit and Risk Committee for
review and advice.

This committee will enquire to ensure adequate processes at a governance level exist to identify
and manage risks within a CCO. Where an identified risk may impact on Auckland Council or the
wider group, the committee will also ensure that all affected entities are aware of and appropriately
managing the risk.

The Head of Risk and Head of Internal Audit are responsible for the provision of quality risk,
assurance, insurance and ethics and integrity services for all CCOs except Auckland Transport and
Watercare (with the exception of insurance services which are provided to Auckland Transport).
Auckland Transport and Watercare have their own risk and assurance functions. The Head of Risk
and Head of Internal Audit are responsible for monitoring CCO risk and internal audit strategies with
respect to risks that are significant to the Auckland Council group.

Annual Report on the work of the committee
The chair of the committee will submit a written review of the performance of the committee to the
chief executive on an annual basis. The review will summarise the activities of the committee and

how it has contributedtothecounci | 6s gover nance an dhiebekecudive wilj i ¢

place the report on the next available agenda of the governing body.

ob



Exclusion of the public T who needs to leave the meeting
Members of the public

All members of the public must leave the meeting when the public are excluded unless a resolution
is passed permitting a person to remain because their knowledge will assist the meeting.

Those who are not members of the public

General principles

f Accesstoconf i denti al i nformation is managed on
information is required in order for a person to perform their role.

1 Those who are not members of the meeting (see list below) must leave unless it is necessary for
them to remain and hear the debate in order to perform their role.

1 Those who need to be present for one confidential item can remain only for that item and must
leave the room for any other confidential items.

1 In any case of doubt, the ruling of the chairperson is final.

Members of the meeting

1 The members of the meeting remain (all Governing Body members if the meeting is a Governing
Body meeting; all members of the committee if the meeting is a committee meeting).

1 However, standing orders require that a councillor who has a pecuniary conflict of interest leave
the room.

9 All councillors have the right to attend any meeting of a committee and councillors who are not
members of a committee may remain, subject to any limitations in standing orders.

Independent MUbri Statutory Board

f Members of the Independent MUori Statutory Board who are appointed members of the
committee remain.

f Independent MUori Statutory Board members and staff remain if this is necessary in order for
them to perform their role.

Staff

1 All staff supporting the meeting (administrative, senior management) remain.
1 Other staff who need to because of their role may remain.

Local Board members

1 Local Board members who need to hear the matter being discussed in order to perform their role
may remain. This will usually be if the matter affects, or is relevant to, a particular Local Board
area.

Council Controlled Organisations

1 Representatives of a Council Controlled Organisation can remain only if required to for
discussion of a matter relevant to the Council Controlled Organisation.
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1

Apologies

An apology from Deputy Mayor BC Cashmore has been received.

Declaration of Interest

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.

Confirmation of Minutes

That the Audit and Risk Committee:

a) confirm the ordinary minutes of its meeting, held on Monday, 12 February 2018,
including the confidential section, as a true and correct record.

Petitions

At the close of the agenda no requests to present petitions had been received.

Public Input

Standing Order 7.7 provides for Public Input. Applications to speak must be made to the
Governance Advisor, in writing, no later than one (1) clear working day prior to the
meeting and must include the subject matter. The meeting Chairperson has the discretion
to decline any application that does not meet the requirements of Standing Orders. A
maximum of thirty (30) minutes is allocated to the period for public input with five (5)
minutes speaking time for each speaker.

At the close of the agenda no requests for public input had been received.

Local Board Input

Standing Order 6.2 provides for Local Board Input. The Chairperson (or nominee of that
Chairperson) is entitled to speak for up to five (5) minutes during this time. The
Chairperson of the Local Board (or nominee of that Chairperson) shall wherever practical,
give one (1) day® notice of their wish to speak. The meeting Chairperson has the
discretion to decline any application that does not meet the requirements of Standing
Orders.

This right is in addition to the right under Standing Order 6.1 to speak to matters on the
agenda.

At the close of the agenda no requests for local board input had been received.

Page 11
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7 Extraordinary Business

Section 46A(7) of the Local Government Official Information and Meetings Act 1987 (as
amended) states:

i An that s not on the agenda for a meeting may be dealt with at that meeting if-
(a) The local authority by resolution so decides; and

(b) The presiding member explains at the meeting, at a time when it is open to the
public,-

0] The reason why the item is not on the agenda; and

(i) The reason why the discussion of the item cannot be delayed until a
Ssubsequent meeting. o

Section 46A(7A) of the Local Government Official Information and Meetings Act 1987 (as
amended) states:

AWhere an it eagendasforameeting)-n t h
(a) That item may be discussed at that meeting if-

(1) That item is a minor matter relating to the general business of the local
authority; and

(i) the presiding member explains at the beginning of the meeting, at a time
when it is open to the public, that the item will be discussed at the meeting;
but

(b) no resolution, decision or recommendation may be made in respect of that item
except to refer that item to a subsequent meeting of the local authority for further

discussi on. O

8 Notices of Motion

There were no notices of motion.
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Audit and Risk Committee Forward Work Programme

File No.: CP2018/01205

tem 9

Te take m@ te plrongo / Purpose<o
1. Toreview and update t he Aud iyaar fawad wdk ppogramthe.mmi t t

Whakar Upopototanga matua / Execut

2.  The committee approved its three-year forward work programme at its 29 May 2017
meeting. It is good practice to review the forward work programme at each committee
meeting, to ensure that it can be adapted qui
remains relevant to the needs of the committee.

3. There are no substantive changes recommended to the forward work programme that arise
from a change in the risk profile of council.

4.  The work programme has however been updated to:

1 allow for a briefing to this committee on the Contract Management Centre of Excellence
project (which had been deferred from December 2017)

T reflect the fact that the legal risk report will be presented to the committee on a six-
monthly basis

T the éddeveepd on cyber risk has been deferred t
reviews that are currently being performed on cyber security, and also pending the
outcome of the annual O6Top Risk6é review worl
and March 2018.

Ng U tto h u hRgammendation/s

That the Audit and Risk Committee:

a) reconfirm its forward work programme.

NgU t Upi rAttdachnmegta /

No. Title Page

Ag_ Forward Work Programme 15

NgU kai Bignatoraées /

Author Mark Maloney - Head of Internal Audit

Authorisers Matthew Walker - Acting Group Chief Financial Officer
Phil Wilson - Governance Director

Audit and Risk Committee Forward Work Programme Page 13
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2017 March May July August September December
Focus Areas - Deep Dive s Health and Safety - e Insurance Renewal e Financial Briefing — e NZX Announcement e Fraud and Corruption o DProcurement &Supplier
Special Focus Risk #1 programme Delivery of Risk (group) — Core Risk Management-Core Risk
(High) Commitments and # 6 (High) H#15 (Mod) (deferred)
e Fraud and Integrity Funding Core Risk #3 e City Rail Link Project
workshop (High) {deferred}

e Legal Risk — Core Risk #8
(High)

Risk

e Endorsement of Risk
Appetite Statement

e Top Risk Reporting by
CCO's.

e Business Plan 17-18

e Risk Strategy 2018-20
e Legal risk report

e Report back on Risk

maturity
e Legal risk report
e (CCORisk

Internal Audit

e |A 6 month Report
e Treaty Audit Monitoring

e |AYearin review

e |A 3 Year strategy update
e 2017/18 Audit Plan

e Business Plan 2017/18

e Treaty Audit Monitoring
e |A update report

¢ Fraud and Integrity
Strategy update
e |A 6 month report

Insurance

¢ Insurance Renewal
programme

e Update on Insurance
renewal programme

e Insurance Business Plan
FY 17-18

e Insurance Strategy

External Reporting — Full
year NZX announcement
and Annual Report

e APL2017-19

e 2017 Audit
Arrangements

e Engagement Letter

e NZX Announcement
2017 / Annual Report
2017 update for
Committee

e Interim management
report 2017

e NZX Announcement /
Annual Report update
for Committee

e NZX Announcement /
Annual Report update
for Committee

e Annual report 2017

e 2018 arrangements

External Reporting — Interim
Financial statements

e Review engagement
management report

e Engagement review
arrangements

e December 2017 NZX
announcement Update

External Reporting — LTP
2018-28

e LTP Arrangements
e LTP progress Update

e LTP progress Update

e LTP Progress Update

Regular Updates Reports

e Committee Workplan
e Risk

* Internal Audit

e Health and safety

o Committee Workplan

e Committee Workplan
e Risk
e Internal Audit

e  Committee Workplan
¢ Health and Safety

e Committee Workplan
e Risk

e Committee Workplan
e Risk

e Internal Audit

e Health and safety

Other

e OAG report (if
applicable)

e  OAG report (if
applicable)

e OAG report (if
applicable)

e OAG report (if
applicable)

e OAG report (if
applicable)

e OAG report (if
applicable)

e Annual Report on
Committee’s
performance

Audit and Risk Committee Forward Work Programme
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Item 9

2018 Feb May August September December
Focus Areas — Deep Dive e Procurement &Supplier | ® Programme and Project | e Central Interceptor s Group Risk and Business Disruptions —
Management - Core Risk Delivery - Core Risk #2 Project mitigations Inadequate IT
#15 (Mod)) (High) environment to support
d e Business Disruptions — Corporate Strategy —
e Quality of Asset Natural Hazards (Special Special Focus Risk #4
Management Planning Focus Risk #2(High) (Mod)
(Infrastructural and .
Physical)- Core Activity
Risk #4 (Mod) (deferred)
Risk e Update on Champions e Dot Right Compliance e Legalriskreport e Report on Risk Maturity
Programme Programme e CCORisk e legal Risk report
o Leool Bicleroport e Report on Focus areas e Cyber security e CCORisk
o CybeyDish from Audit findings
e CCORisk e Business Plan 18-19

e legal Risk report
s CCORisk

Attachment A

Internal Audit

e Treaty Audit Monitoring

e |AYearinReview

s |A 3 year strategy update

e 2018/19 Audit Plan
Business Plan 2018/19

e Treaty Audit Monitoring

e Fraud and Integrity
Strategy update
e |A6 monthreport

Insurance

e Insurance Risk Profiling
for June Renewal

e Report on insurance
renewal programme
Business Plan 18-19

Annual Report

e NZX Announcement
2018 / Annual Report
2018 update for
Committee

e Interim management
report 2018

e NZX Announcement
2018 / Annual Report
2018 update for
Committee

s 2018 Annual Report

e 2019 Arrangements

Interim financial Statements

e Dec 2017 Interim
Financial Statements

¢ NZX Announcement
Clearance

e Review engagement
management report Dec
2017

e Review arrangements
Dec 2018

e December 2018 NZX
announcement Update

LTP 2018-28 / Annual Plan

e 2018-28 LTP (Final)

2018-28 LTP
Management Report

e Update on 2019/20
Annual Plan

Regular Update Reports

Committee workplan
Risk

Internal Audit
Health and safety

Committee workplan
Risk

Internal Audit

Health and safety

Committee workplan
Risk

Internal Audit

Health and safety

e Committee workplan

e Committee workplan
e Risk

e Internal Audit

e Health and safety

Other

o OAG report (if
applicable)

e OAG report (if
applicable)

o OAG report (if
applicable)

* OAG report (if
applicable)

e OAG report (if
applicable)
e Annual Report on

Audit and Risk Committee Forward Work Programme
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2018 Feb May August September December
Committee’s
performance

2019 Feb May August September December

Focus Areas — Deep Dive

e Privacy and
Confidentiality — Core
Risk #7 (Mod)

e Business Disruptions
(Information and Cyber)
— Special Focus Risk #3
(Mod)

e 2019 LG Elections —
management of risks -
special Focus Risk #9
(Mod)

e Council Governance —
special Focus Risk #7
(Mod)

Risk

e Legal Risk report
e CCORisk

e Review against targets
e Business Plan 19-20

s Legal Risk report

e CCORisk

e |egal Risk report
e CCORisk

e Report on Risk Maturity
e Legal Risk report
e CCORisk

Internal Audit

e Treaty Audit Monitoring

e |AYearin Review

e |A 3 year strategy update

e 2019/20 Audit Plan
Business Plan 2019/20

e Treaty Audit Monitoring

e Fraud and Integrity
Strategy update
e |A6 monthreport

Insurance

e Insurance risk profiling

e Business Plan 19-20
e Report on Insurance
renewal programme

Annual Report

e NZX Announcement
2019 / Annual Report
2019 update for
Committee

e Interim management
report 2019

e NZX Announcement
2019 / Annual Report
2019 update for
Committee

e 2019 Annual Report

e 2020 Arrangements

Interim financial Statements

e Dec 2018 Interim
Financial Statements

e NZX Announcement
Clearance

e Review engagement
management report Dec
2018

o Review arrangements
Dec 2019

e December 2019 NZX
announcement Update

LTP 2018-28 / Annual Plan

e 2019/20 Annual Plan
(final)

e 2020/21 Annual Plan
(draft)

Regular Update Reports

e Committee workplan
e Risk

e Committee workplan
e Risk

e Committee workplan
e Risk

e Committee workplan

e Committee workplan
e Risk

Audit and Risk Committee Forward Work Programme

Page 17

ltem 9

Attachment A



Item 9

Attachment A
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2019

Feb

May

August

September

December

e |nternal Audit

e Health and safety

e |nternal Audit

e Health and safety

e Internal Audit
e Health and safety

e Internal Audit
e Health and safety

Other

e OAG report (if
applicable)

e OAG report (if
applicable)

e OAG report (if
applicable)

e OAG report (if
applicable)

e Annual Report on
Committee’s
performance

e OAG report (if
applicable)

Audit and Risk Committee Forward Work Programme
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Risk and Insurance Quarterly Update

File No.: CP2018/00261

)

—
Te take mgd te plrongo / Purpose€t&o
1. To update the committee on risk management and insurance activities at Auckland Council. =

Whakar Upopototanga matua / Execut

2.  The annual review of council top risks commenced in February 2018 and is expected to be
completed by March 2018. The final top risks register will be presented at the Executive
Leadership Team meeting in April 2018 and to the Audit and Risk Committee in May 2018.
Following this the top risk register will be presented to the Governing Body.

3.  The objectives of the annual top risks review are:

1 distill insights and provide clarity on key material risks shaping council's performance and

objectives
9 identify key strategic and operational risks that pose a legitimate threat to the
achievement of councilds strategic objective

fensur e c aterialaisks tédgsthenwith related controls are well documented, to
enable proper risk oversight by management, Audit and Risk Committee and Governing
Body

1 raise awareness of the Enterprise Risk Strategy and discuss the plan/approach to
execute.

4.  The Enterprise Risk Management strategy for 2018-2020 was endorsed by the Audit and
Risk Committee in December 2017. A risk team planning workshop was held in February
2018 to identify key activities required to implement and embed our strategy which will lift the
risk culture, capability and maturity of council to support good decision-making and
maximising opportunities. Attachment A outlines the programme of work required to
effectively implement and embed the strategy. Detailed work programme for each of these
are being put together and will be presented to the Audit and Risk Committee in May 2018.

5.  Arrisk maturity survey is planned for Quarter one FY2018/2019 to establish a baseline for
our current risk maturity. Options for the survey tool are being considered.

6.  The Quality Advice Programme team have rolled out the new report template that will be
used for all future reports to council committees and local board in January 2018. The
guidance notes, ORi sk Based Detsupporvthendha k i ng o
report template to assist the authors and authorisers to incorporate quality risk and
opportunity analysis of proposals.

7. Therisk team completed a process assurance review of the Consultation Document over the
period December 2017 - February 2018 to ensure that key risks have been identified and
controls are in place to mitigate them. The results of the review were reported to the Audit
Risk Committee on 7 February 2018. The risk review has concluded that:

1 an appropriate and adequate risk process has been undertaken by the project team,
including identification of key risks, controls and risk analysis

9 key controls are in place and an adequate process has been followed to ensure the
reasonableness and accuracy of the significant forecasting assumptions.

8.  The Rawene Reserve Carpark Birkenhead landslip issue is being actively managed. A
briefing from the chief engineer and project manager is being arranged for the Audit and
Risk Committee on this event including the risk management and mitigation and control
measures in place as part of the council ds ma
teams are supporting the project team with the risk management, insurance and claims
related matters.

Risk and Insurance Quarterly Update Page 19
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9. Theinsurance premium cost to the council group is expected to increase due to a number of
factors including increase in reinsurance costs for natural catastrophe globally and increase
to insured values of council assets. In anticipation of this increase we propose the following
insurance renewal strategy for 2018-2019:

1 review integrity of property data and valuations to ensure the integrity of information relied
on for insurance placements and cover

1 complete underwriting reports for key sites to meet insurer risk profiling requirements.
benchmark insurance valuation figures for selected properties and applying across
council asset categories

9 review council group risk appetites and investigate new deductibles and limits and how
these might impact on reduction of premiums

9 review existing policies against claims and other data to assess requirement and values
for cover for future purchase

1 optimal portfolio diversification for the upcoming renewal to ensure where practical, the
spread is maintained. We anticipate taking the renewal programme to market in April
2018 for indicative pricing, followed by negotiation.

Ng U tto h u/hRgammendation/s

That the Audit and Risk Committee:

a) note the update on Enterprise Risk Management.

b)  note the update on Insurance activities.

c) endorse the proposed indicative Insurance Renewal Strategy.

Horopaki / Context

10. This report provides update on risk management activities, risk strategy implementation,
insurance matters and key projects.

TUtaritanga me /Anglysisanaldviceo h u

Top Risks

11. The annual review of council top risks commenced in February 2018 and is expected to be
completed by March 2018.

12. Key focus areas of the top risks review are:

9 definition of risks: ensuring risks are defined in a meaningful manner and tells a risk story
in terms of the risk event, causes and impact

1 identification of controls: ensuring controls are clearly documented in terms of control
objectives, frequency and ownership to ensure it clearly demonstrates how it can
effectively mitigate the risk identified. Clearly defined controls will also assist in ensuring
reasonable accurate risk assessments

9 risk assessments (i.e. risk ratings): ensuring risk assessments are completed before and
after consideration of controls to determine the inherent risk and residual risk ratings

1 risk ownership: ensuring that the right risk owners are identified and agreed by the
Executive Leadership Team.

Risk and Insurance Quarterly Update Page 20
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Updates on key projects and other significant matters previously reported to
Audit and Risk Committee

13. There are two items (Update on long-term plan and refurbishment work on 135 Albert Street)
included within this report as Attachment C. These items relate to matters previously
reported to this committee and for whichregularupdat es ar e provi ded
information.

ltem 10
o

Implementation of the Enterprise Risk Strategy

14. The Enterprise Risk Management Strategy for 2018-2020 was endorsed by the Audit and
Risk Committee in December 2017. A risk team planning workshop was held in February
2018 to identify key activities required to implement and embed our strategy. To lift the risk
culture, capability and maturity of council to support good decision-making and maximising
opportunities, the following streams of work have been identified:

risk management framework and policy

risk management training programme

risk management system

annual top risk review

top risk deep dives

risk champions forum

risk culture review

reward and recognition

engagement with council-controlled organisations

business Partnership Model

Further details on the above can be found in Attachment A. Detailed work programme for
each of the above are being put together and will be presented to the Audit and Risk
Committee in May 2018.

= =4 =4 4 -4 -8 A - -2 -2

Risk Maturity Survey

15. Arisk maturity survey is planned for next quarter to measure against the perception survey
undertaken in March 2016 and to establish a baseline measure for the Enterprise Risk
Management Strategy. Options for the survey tool are being considered.

Quarterly Risk and Compliance Champions Forum

16. The Quarterly Risk and Compliance Champions Forum is scheduled for 23 March 2018.
The key objective of this session is to raise awareness of the risk strategy, discuss the role
of the business units and risk champions in execution of the strategy, to understand current
risks and challenges and seek input on topics of interest to include in upcoming forums.

Our Charter - corporate policy-6 Do t he Right Thingd proje

17 The 6Dogthhe TRingd project |l ed by the risk tea
well towards roll out in April 2018. 60Our Ch
council group including, money and assets, health safety and wellbeing, Treaty of Waitangi,
information, staff experience, and the people we serve (customer).

18. Our Charter, including the foundation principles and standards will be presented to the
Governing Body at a workshop on 12 March 2018 for consultation and feedback, with the
final money and assets group principles and standard presented on 22 March 2018 for
endorsement.

Risk and Insurance Quarterly Update Page 21
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Quality Advice Programme i council report template - mandatory risk section

19. The guidance not es madkriingkd thasse b eckenc idssiveerl oped t o
report template to assist the authors and authorisers to incorporate quality risk and
opportunity analysis of proposals.

Elected member governance and risk workshops

20. Governance and risk workshops, run as part of the Kura Kawana Elected Member
Development programme commenced in November 2017.

21. The risk and audit teams ran two workshop sessions with local boards. The purpose of the
workshop was to provide local board members with support on understanding of risk and
governance. Scenarios were used and members were asked to work in groups to provide
feedback and ask questions. The feedback from the sessions were positive, particularly the
second session where there was a larger number of attendees with high engagement levels.
The risk team is planning for a similar workshop with councillors post 30 June 2018 with a
focus on receiving members views on top risks for the council.

Emerging Risks

22. The Americas Cup event, including issues reported in the media relating to the location of
the cup village and funding implications in the 2018-2028 Long-term Plan, is a high profile
matter involving a number of departments across the council group. It has been identified as
a significant matter requiring risk team oversight. The Risk team will be working with the
AC36 project team to receive information and provide oversight over the management of
project risks. An update will be provided at the next Audit and Risk Committee meeting.

Insurance Update and indicative Insurance Renewal Strategy

23. The insurance premium cost to the council group is expected to increase due to a number of
factors including increase in reinsurance costs for natural catastrophe globally and increase
to insured values of council assets. The baseline premium increase is expected to be
around 5 per cent, in addition to the 3.5 per cent increase expected due to a rise in average
property valuations. In anticipation of this increase we propose the following insurance
renewal strategy for 2018-2019:

Indicative Insurance Renewal Work in Progress
Strategy

A post renewal exercise was undertaken to validate the
insurance values recorded in the insurer schedules. As
some of the variances were in excess of the top up
allowance of the insurer, the insurer had agreed to apply
an average inflation to the 2017 insurance values at
existing premium rates for the purposes of calculating
additional premium and the values agreed to be paid in
the event of a claim have been agreed.

Review integrity of property
data and valuations to ensure
the integrity of information relied
on for insurance placements
and cover.

An adjustment to the premiums has been made for the
balance of the insurance year and apportioned between
council and Auckland Transport (owners of the affected
properties).

To improve the integrity of data going forward, a valuation
benchmarking process has been agreed. This will enable
a more accurate valuation of assets for insurance
purposes.
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24.

In terms of valuation, the following actions are or will be
undertaken:

-Insurance valuations on selective properties will be
pulled forward to early 2018 rather than waiting for
the valuation exercise to be completed in June

- The rate of inflation applied to these properties will
be used to adjust the 2018 insurance values across
the various categories of assets

- These values will be further adjusted post the 30
June 2018 renewal once the full insurance valuation
process is completed.

Complete underwriting
reports for key sites to meet
insurer risk profiling
requirements.

Site surveys of selective locations are underway with
reports expected late February 2018. The reports will
identify any risk and improvements for action with council
and council-controlled organisations

Review council group risk
appetites and investigate new
deductibles and limits and
how these might impact on
reduction of premiums.

Consideration is given to reducing limits for material
damage natural disaster cover and increasing deductibles
in a number of policies including material damage and
below ground infrastructure.

Key inputs in this assessment will be required from
council treasurer, representatives from council-controlled
organisations, claims and insurance team and AON New
Zealand.

Review existing policies
against claims and other data
to assess requirement and
values for cover for future
purchase.

The necessity for policies are being reviewed against risk
assessments, claims data and the premiums payable.

There has been a number of post placement workshops
held with the key insurer, for example on Cyber and
environmental cover. The purpose of the workshops was
to enable engagement between council group key staff,
Aon New Zealand (counci lods
assess and validate cover requirements for future
placements.

Optimal portfolio
diversification

The groups insurance portfolio is spread across a number
of insurers locally and offshore. All these markets will be
approached for the upcoming renewal to ensure where
practical, the spread is maintained. We anticipate taking
the renewal programme to market in April 2018 for
indicative pricing, followed by negotiation.

Representatives from the council-controlled organisations, council staff and Aon New
Zealand meet monthly to complete the actions needed to prepare for the renewal placement
due to commence in mid-April 2018. Following the roadshows and responses from the
insurers both domestic and international, staff will bring a report back to the May 2018
meeting of the Audit and Risk committee for endorsement and recommendation to the
Finance and Performance Committee meeting in June 2018 in advance of the 30 June 2018

renewal date.
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Ng

U whakaawedwe mé ngU tirohrahega a te po:

Local impacts and local board views

25.

26.

T a
27.

28.

29.

Ng
30.
Ng
31.

Local boards are affected by many of the top risks as they represent risks to the entire
council organisation. While no specific consultation has been done for this report, risk
management activity will have benefit for local board activities.

The risk team engaged with the risk and compliance champions from Local Board Services,
to assist them in the completion and maintenance of a risk register.

uUko whakaaweawe MUori [/ MUori i mpact
Thisinformat i on report does not have any particular b

M U o euicomes and, in particular, council obligations to meet established legal and other
responsibilities to MUori and satisfy all reason
included and managed through the Enterprise Risk Framework - Top Risks register.

Meeting outcomes for MU o lias been identified as a strategic risk to council. The risk and
treatment plan will be reviewed as part of the top risk annual review process.

O ri tpeintgma U/ Financial implications
There are no financial implications directly arising from this information report.
U rigpono / Risks

This report addresses the key risk and insurance activities. Risk management activities
relating to all matters in this report have been summarised above.

Ng U k ar -iburig Next steps

32.

The next quarterly update report to the Audit and Risk Committee will be on 28 May 2018.

NgU t Upi rAttéachnmegta /

No. Title Page
Ag_ Risk Strategy Implementation - list of workprogramme 25
Be_ Key projects and significant risk matters update 27

NgU kai Bignatorges /

Author Shivali Kukreja - Senior Risk Advisor

Authorisers Cecilia Tse - Head of Risk

James Hassall - Director Legal and Risk (Acting)
Phil Wilson - Governance Director
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