4 July 2018

Memo
To:

Governing Body

cc:

Stephen Town, Phil Wilson, Nirupa George, Robert Irvine

From:

Alastair Cameron, Manager CCO Governance and External Partnerships

Subject:

Update on the accountability review of council-controlled organisations

Purpose
1.

To update the Governing Body on progress made on the accountability review of
council-controlled organisations (CCOs) since the last memo to the Governing Body
(29 March 2018).

Background
2.

On 1 February 2017 the Appointments and Performance Review Committee agreed to
the objectives and scope of the review. The committee resolved to review 17
accountability mechanisms, plus monitoring practices and resourcing. The relevant
resolutions are at Attachment A. This was then confirmed by the Governing Body, as
set out in the resolutions at Attachment B. The review programme is at Attachment C

3.

The objectives of the accountability review are to increase the accountability and value
for money of CCOs by:
•

increasing the transparency of CCO decision-making

•

increasing the responsiveness of CCOs to the public and council

•

improving the recognition of ratepayer funding for CCO activity

•

increasing the ability to align CCOs to the direction set by the council.

Progress report on accountability workstreams
4.

A summary of progress on each of the review’s workstreams is set out in the tables
below.

5.

Eight workstreams are completed (Table 1). These workstreams have largely focussed
on the CCO accountability mechanisms already programmed for review/use.

6.

Since the last update, a report on CCO board performance reviews went to the
Appointment, Performance Review and Value for Money Committee in April 2018.
Staff are working with Auckland Transport on piloting the review and a workshop with
the Committee will be scheduled for later in the year. Feedback from ATEED, Panuku
and Watercare is that these reviews will take place next year.

7.

As part of the long-term plan, new budget books for CCOs have been established and
the Accountability Policy has been updated to include greater clarity around council’s
expectations of its CCOs in terms of shared governance, and the management of
strategic assets and major transactions.

Table 1: Completed Actions
Workstream

Reporting

1a) CCO accountability policy – review policy

Governing Body, June
2018

1c) CCO board appointments – review contract for recruitment
services and appointment process

APRVFM Committee
2017

1d) Appointment of councillors to Auckland Transport board

Completed

1e) Advice to the Auditor General (OAG) on section 104 of LGACA
(to review the service performance of the council and CCOs)

Completed

1f) Councillor to CCO board workshops – clear protocols for the
process

Governing Body memo,
March 2018

1g) Enhanced local decision-making for local boards for CCO
Activities

Governing Body, ongoing

2a) Long-term plan - more detailed level of financial information
required of CCOs for budgeting and reporting purposes

Governing Body June
2018

3c) Independent CCO board performance reviews led by the
council as shareholder

APRVFM Committee,
May 2018

8.

There are seven workstreams still in development (Table 2). Workstream 3d) relating
to Watercare is red and, as reported previously, this workstream is unlikely to be
completed by the end of the financial year 2017/18. This workstream is part of a wider
work programme being undertaken in response to the section 17A value for money
review on three waters and the water reform programme recently announced by the
government.

9.

Workstream 3b) relating to additional accountability mechanisms is amber. The Local
Government Act Amendment Bill (No 2) is proposing significant changes to Part 5 of
the act, which relates to CCO accountability, in its entirety. As such, it is recommended
that no further work is undertaken on workstream 3b) until greater clarity around the
bill and its amendments is attained.

Table 2: Work streams in development
Workstream

RAG

Detail on progress

Mechanisms already in use
1b) s 92(2) of Local Government
(Auckland Council) Act 2009
(LGACA) – review council
policies relevant to CCOs and
provide direction to CCOs on
those

The use of S 92(2) is closely aligned to and is
now being integrated with the strategic
direction setting for our CCCs (2d).

2d) Strategic direction setting and
prioritisation – improving how
the council specifies the
outcomes it wants from CCOs
and determines whether CCOs
are delivering what the council
(representing the public) wants

With the adoption of the Auckland Plan 2050,
the CCO Governance and External
Partnerships team is working with the
Auckland Plan Strategy and Research team
to determine whether there are any gaps, and
the implications, in strategic direction setting
for CCOs in Council’s strategic framework.

This will be completed by the CCO
Governance and External Partnerships to
incorporate the outcomes of this review.

2e) CCO Governance Manual

New tools
3a) Operating rules for Auckland
Transport – consider current AT
practices including board
meetings, release of information,
employment practices and
acquisition/disposal practices

Section 49 of LGACA provides that Council
may make operating rules for AT.
Conversations have commenced with
Auckland Transport to consider the issues
and options relating to this provision.

3b) Additional accountability
mechanisms under section 91
LGACA

Aspects of this workstream have been
initiated, including improvements to the risk
information provided by CCOs to the council
and the updated CCO Accountability Policy
regarding the management of strategic
assets.



review all current reporting and
planning requirements and whether
additional planning/reporting required
from CCOs.



Consider a description of how CCOs
comply with council’s requirements
for management of strategic assets,
and processes for approval of major
transactions.



Consider the benefit of additional 10
year planning requirements (other
than Asset Management Plans)

3d) Watercare’s compliance with
section 57 of LGACA (cost
effectiveness of service delivery)

Monitoring and resourcing – review
resource required to ensure
effectiveness of CCOs

-

The Local Government Amendment No 2 bill
is reviewing the CCO related accountability
provisions. It is expected that this bill might
be enacted by the end of this calendar year.
Decisions to proceed on remainder of this
workstream until greater clarity about the bill’s
provisions are achieved.

This workstream is related to the
recommendations of the section 17A review
on three waters. As recommended by the
review, Auckland Council is leading the
development of the Auckland’s Waters
Strategy which Watercare is playing an active
part in, and which will impact on asset
management and funding plans. In February
2018, the Finance & Performance Committee
agreed that the other workstreams, including
economic regulation would begin after the
completion of Auckland’s Waters.
This will be considered at the end of the
financial year 2017/18 at the end of the
review.

10.

Several workstreams are subject to continuous improvement and progress on these is
summarised in Table 3.

11.

Workstream 2b) SOI review of KPIs is amber. A substantive review of KPIs for each
CCO should be undertaken. This requires additional resource and will be addressed in
a report to Governing Body on required monitoring and resourcing. For the review of
KPIs to be complete it is dependent on the outcomes of the joint workstreams: S92(2)
and strategic direction setting.

Table 3: CCO accountability mechanisms that are subject to continuous improvement

Workstream
1g) Enhanced local decisionmaking for local boards for CCO
activities

RAG

Detail on progress
The Governance Framework Review was
reported to the Governing Body on November
2017. In March, the Governing Body
endorsed Auckland Transport’s initial
response to the Governance Framework
review and requested that Auckland
Transport report back on further progress as
part of its fourth quarter report in September
2018, and thereafter annually as part of
fourth quarter reporting.
The revised Accountability Policy (s 1.1.7)
requires CCOs to understand and give effect
to Auckland’s shared governance.

2b) Statement of intent – Review
key performance indicators (KPIs) in
the statement of intent for overall
consistency, appropriateness and
clarity. Review existing targets to
ensure they are appropriate.

The Group Financial Planning team worked
with CCOs to review the key performance
indicators (KPIs) in the long-term plan.

2c) Quarterly reporting against the
statement of intent – improve risk
section, support to councilors ahead
of meetings for quarterly reports,
template

The Group Financial Planning team is leading
work on improvements to the quarterly report
template. The introduction of this template will
be introduced following the adoption of the
Long-term Plan.

3e) Service delivery reviews of
CCO activities under section 17A
of LGACA

The expectation of CCOs to implement the
recommendations of section 17A reviews
have been set out in the letters of expectation
and CCO accountability policy.

A substantive review of KPIs for each CCO
should be undertaken and will be considered
as part of the monitoring and resourcing
activities of CCOs.

A series of reviews have been programmed
and these will be reported separately to
committee. The CCOs are participating in
these reviews.
Next steps
12.

13.

The next steps are to:
•

work with CCOs and council to improve strategic alignment with the Auckland Plan

•

finalise advice around implementing operating rules for Auckland Transport

•

initiate the work around determining the cost-effectiveness of the existing
monitoring regime and the resource that is currently allocated to this function.

•

review the existing LGOIMA guidance for CCOs contained in the CCO Governance
Manual.

The following workstreams will also be reported separately in 2018:
•

the final CCO Statements of Intent and quarterly reporting will be reported to
Finance and Performance Committee in August

•

updates to the CCO governance manual will be reported to Governing Body

•

further work and progress updates on the 17A value for money reviews will be
reported to the Finance and Performance Committee.

Attachment A
Appointments and Performance Review Committee resolutions
11. Accountability of Auckland Council Controlled Organisations
A PowerPoint presentation was provided. A copy has been placed on the official minutes and is
available on the Auckland Council website as a minutes attachment.
Resolution number APP/2017/4
MOVED by Mayor P Goff, seconded by Deputy Chairperson C Fletcher:
That the Appointments and Performance Review Committee:
a)

recommend to the Governing Body, at its 23 February 2017 meeting, the approval of
the following objectives as the basis for the council-controlled organisations
accountability review:
i)

to increase the accountability and value for money of council-controlled
organisations by:
increasing the transparency of council-controlled organisation decisionmaking
increasing the responsiveness of council-controlled organisations to the
public and council
improving the recognition of ratepayer funding for council-controlled
organisation activity
increasing the ability to align council-controlled organisations to the
direction set by the council.

b)

recommend to the Governing Body at its 23 February 2017 meeting, the approval of
the scope and timing of option 2 outlined in the agenda report, which recommends
that five mechanisms be added to the existing twelve-mechanism work programme
within the same timeline and budget.

c)

note that the existing work programme of council-controlled organisation
accountability mechanisms will review the use of twelve out of twenty available tools
and will proceed even if the committee does not agree to the enhanced programme
described as option 2 in the agenda report.

d)

agree that the progress of the council-controlled organisation accountability review be
reported to Governing Body meetings as a programme of work on a quarterly basis.

e)

request that as part of the council-controlled organisation accountability review, staff
report back on the cost-effectiveness of the existing monitoring regime and the
resource that is currently allocated to this function.
CARRIED

Attachment B
Governing Body resolutions
17

Accountability of Auckland Council Controlled Organisations - Recommendations
from the Appointments and Performance Review Committee
A PowerPoint presentation was provided. A copy has been place on the official minutes
and is available on the Auckland Council website as a minutes attachment.
Resolution number GB/2017/17
MOVED by Mayor P Goff, seconded by Cr D Simpson:
That the Governing Body:
a)

approve the following objectives as the basis for the council-controlled
organisations accountability review:
i)

to increase the accountability and value for money of council-controlled
organisations by:
increasing the transparency of council-controlled organisation decisionmaking
increasing the responsiveness of council-controlled organisations to the
public and council
improving the recognition of ratepayer funding for council-controlled
organisation activity
increasing the ability to align council-controlled organisations to the
direction set by the council.

b)

approve the scope and timing of option 2 outlined in the 1 February 2017
Appointments and Performance agenda report, which recommends that five
mechanisms be added to the existing twelve-mechanism work programme
within the same timeline and budget.
CARRIED
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