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TERMS OF REFERENCE

Responsibilities

The purpose of the Committee is to:
(a) control and review expenditure across the Auckland Council Group to improve value for

money

(b) monitor the overall financial management and performance of the council parent

organisation and Auckland Council Group

(c) make financial decisions required outside of the annual budgeting processes

Key responsibilities include:

T

Advising and supporting the mayor on the development of the Long Term Plan (LTP) and

Annual Plan (AP) for consideration by the Governing Body including:
0 Local Board agreements

o Financial policy related to the LTP and AP

0 Setting of rates
0

Preparation of the consultation documentation and supporting information, and the
consultation process, for the LTP and AP

Monitoring the operational and capital expenditure of the council parent organisation and
Auckland Council Group, and inquiring into any material discrepancies from planned
expenditure

Monitoring the financial and non-financial performance targets, key performance
indicators, and other measures of the council parent organisation and each Council

Controlled Organisation (CCO) to inform

performance of each organisation
Advising the mayor on the content of the annual Letters of Expectations (LoE) to CCOs

Exercising relevant powers under Schedule 8 of the Local Government Act 2002, which
relate to the Statements of Intent of CCOs

Exercising Auckland Council s powers as
including but not limited to modification of constitutions and/or trust deeds, granting
shareholder approval of major transactions where required, exempting CCOs, and
approving policies relating to CCO and CO governance

Approving the financial policy of the Council parent organisation

Overseeing and making decisions relating to an ongoing programme of service delivery
reviews, as required under section17A of the Local Government Act 2002

Establishing and managing a structured approach to the approval of non-budgeted
expenditure (including grants, loans or guarantees) that reinforces value for money and
an expectation of tight expenditure control

Write-offs
Acquisition and disposal of property, in accordance with the long term plan

Recommending the Annual Report to the Governing Body
I Te Toa Takatini
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Powers

@ Al | powers necessary to perform the committeebo
a. approval of a submission to an external body
b. establishment of working parties or steering groups.
(b) The committee has the powers to perform the responsibilities of another committee,
where it is necessary to make a decision prior to the next meeting of that other
committee.
(c) The committee does not have:
a. the power to establish subcommittees
b. powers that the Governing Body cannot delegate or has retained to itself (section
2).



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

T Access to confidenti al information is managed
to the 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.

1 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 MUbori Statutory Board

' Members of the Independent MUbri Statutory Board who are appointed members of the
committee remain.

f  Independent MUbri 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.
9  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
At the close of the agenda no apologies had 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 Finance and Performance Committee:

a) confirm the ordinary minutes of its meeting, held on Monday, 11 December 2017 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.

5.1 Public Input - Claudia Maran

Purpose

1. To address the Finance and Performance Committee regarding utilising
philanthropy to co-ordinate and work together with Auckland Council in the Long-
Term Plan to reach budget and community goals.

Recommendation/s
That the Finance and Performance Committee:

a) receive and note the public input from Claudia Maran regarding utilising philanthropy
to co-ordinate and work together with Auckland Council in the Long-Term Plan to
reach budget and community goals.

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.
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6.1 Local Board Input - Howick Local Board regarding the proposed disposal of
80 Vincent Street, Howick

Purpose

1. To make a presentation to the Finance and Performance Committee regarding the
proposed disposal of 80 Vincent Street, Howick.

Recommendation/s
That the Finance and Performance Committee:

a) receive and thank Howick Local Board Chair, David Collings for his presentation
regarding the proposed disposal of 80 Vincent Street, Howick.

7 Extraordinary Business

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

AAn item that is not on the agenda fo+ a meetin
(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,-

(1) 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 item is not on the agenda for a meet.
(a) That item may be discussed at that meeting if-

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

(ii) 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

di scussion. o

8 Notices of Motion

There were no notices of motion.
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Assessment of expenditure incurred by Auckland Council on projects

to deliver MUor i out comes

File No.: CP2017/25564 o
£
o
=

Purpose

1. To provide a copy of an independent report by PricewaterhouseCoopers (PwC) on

Assessment of expenditure incurred by Auckl an

outcomesod6 that was pr epar StatutofyBoard {the Board)ramde p e nd e
request a formal council group response in February 2018 to address the findings.

Executive summary

2.  On 27 November 2017 PwC representatives presented their findings and recommendations
( At t ac h me n tAsségsmeatfof expanditure incarred by Auckland Council on projects .
to deliver M{AtlachmenoB) at theJoiet &éeting ofthel ndependent MU«
Statutory Board and the Governing Body.

3.  The PwC assessment acknowledges that Te Toa Takitini is making a transition from output
to an outcome focus. Their 2017 findings show:

1 52% of findings from the 2014 KPMG assessment remain outstanding;

T 3 new significant (significant weakness or gap) and 8 high (serious weakness or gap)
findings out of a total 13 findings; and

T reported significant underspending of expen:
FW2016/17.

4.  The following recommendations were approved at that meeting.

ayreceive the report OAssessment of eypmpjetsdit ut
to deliver MUori outcomes?®o;

b)) agree to include this report on council s Fi
December 2017; and

c) agree that council will report to the Finance and Performance agenda for 27 February
2018 meeting with aresponset o t he OAssessment of expendit
Council on projects to deliver MUor i out c om
Plan to address the recommendations in the report.

Recommendations
That the Finance and Performance Committee:

a) receive the report OAssessment of expend
projects to deliver MUori outcomes?®

by agree that a response to the O0OAssessmel
Counci l on projects to deliveFnaM&and i o1
Performance agenda in early 2018 AND an Implementation and Reporting Plan to
address the recommendations in the report.

Assessment of expenditure incurred by Auckl ani Page 11
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Comments

Background

5.  The Board continue to see an opportunity for the Council and Council Controlled

Organisations (CCOs) to improve their systems and processes for identifying, managing and
reporting transformational projects in a more effective and collaborative way, that delivers
optimum value for MUori in TUmaki Makaur au.

Thisrecassessment of the Council s expenditure
processes to ensure performance supports the Board advocacy role to better deliver the

outcomes specifiedintheSchedul e of I ssues of Significan
and statutory obligations to MUor.i

The re-assessment was undertaken with the support of Auckland Council Group and is the
second assessment of its kind. KPMG performed the first assessment in 2014 (Independent

on p

cel M

Assessment of Expenditure Incurred by Auckl and C
reported in May 2014 by KPMG). While the Council

and recommendations in 2014, no further follow up or tracking was performed of the
progress made to address all the recommendations.

Te Toa Takitini, a Council top management group, was established in response to the 2014

assessment to lead and influence beiddwar out comes

Auckland Council family approach to overseeing delivery on commitments to significantly

uplift MUOori economi éeing.dtéoboivsthat ireereduting thé specifica | we | |

objectives in the PwC assessment, the effectiveness of the project planning, monitoring and
reporting processes performed by this group has been a central consideration.

Foll owing | imitations observed in the Counci
outcomes in the first assessment, through the 2" assessment, the Board is seeking to
understand the improvement in the delivery of targeted transformational projects to ensure

they achieve the outcomes they intended to deliver and represent value for the resources

spent.

Assessment objectives and scope

10.

11.

The objectives of the PwC assessment are:

T examine the reported expenditure on projec
Council records, approved plans and budgets;

1 assess the effectiveness of portfolio management and project initiation processes (in
CCOs and Council) to plan, approve and measure value for money projects that deliver
direct/indirect MUori outcomes; and

9 assess the effectiveness, capability, commitment and sustainability of project
management processes, Council systems and capability to managethedeli ver y of
outcomes and value for money on an ongoing basis.

The scope of the assessment included projects, supporting systems and expenditure:

9 delivered by four Council Controlled Organisations (CCOs) i Auckland Tourism, Events
and Economic Development (ATEED), Auckland Transport, Panuku and Watercare

delivered during the financial years of 2015/16 and 2016/17, and

projects recognised by the Council as transformational activity.

Assessment of expenditure incurred by Auckl ani Page 12
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What this assessment report covers and findings

12. This report considers the effectiveness of ex
outcomes in past years, as well a o6forward Oh
management processes. It provides recommendations for a more effective strategic, =
coll aborative approach for Council and CCOsqo't
Makaurau. =

13. PWCs recommendations are based on a consideration of:

1 the processes undertaken by the Council when identifying, planning and approving
project s as part of t he Council 6s strategic
Framework goals,

{1 stakeholder interviews discussing leadership, planning, budgeting and reporting of
projects and activities to deliver MU o @uicomes,
documentation, and
review of projects attributed to achieving
Te Toa Takitini.

14. Their 2017 findings show:

1 52% of findings from the 2014 KPMG assessment remain outstanding;

1 3 new significant (significant weakness or gap) and 8 high (serious weakness or gap)
findings out of a total 13 findings; and

T reported significant underspending of expen:
FY2016/17.

15. The following are a summary the PWCs rating recommendations of their findings.

Framework Priority Raised | Included in Te Toa

element # Title Ratins in Takitini’s

g 2014? transition?

Expenditure assessment

Expenditure Underspending on Maori related outcomesin FY2015/2016 and Significant N/A N/A

assessment FY2016/2017

2 Inaccuraciesin reporting for FY2016/2017 High N/A N/A

Portfolio management, project initiation and project management

Purposeand 3 Thelfunction, role and governance of Te Toa Takitini needs to be High N/A Yes

scope clarified

4 é\}l)oerr']edfocus on project/activity outcomesis needed, rather than STERiG A Yes Yes

Strategic The strategic vision and priorities for Maori need to be better High Yes No

alignment 5 aligned through plans, activities and reports
Further guidance should be developed to provide clarity on the four PES_e Yes No
6 whai strategy and Maori Responsiveness Framework outcomes REBL

Governance Consistent reporting and better transparency of key initiatives and High Yes No

and oversight 7 projectsin the Statements of Intent is needed

Roles and 8 Watercare’s Maori Responsiveness Plan needs to be finalised Yes N/A

responsibilities A performance management framework for Maori outcomesis Yes Yes

9 required
Processesand 10 Potential of smaller-funded and business-as-usual projects to Yes No
reporting achieve Maori outcomes should be considered
4y Improvements to project reporting processes and report quality are Yes Yes
required
12  Guidelines for budget reallocations should be developed N/A No

People and N Project management capability and processes require Yes No

capability 3 improvement

Assessment of expenditure incurred by Auckl ani Page 13
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Consideration

Local board views and implications

16. Local Board projects contributing to MUori outco
PwCbGs assessment.

MUOori i mpact statement
17. Not applicable i assessment is focussing on already agreed council plans, projects and
expenditure that contribute to MUori outcomes.

Implementation
18. Council report on addressing findings early in 2018 will address implementation and

reporting.

Attachments

No. Title Page

Ag_ Presentation of Summary of PwC Findings: Assessment of expenditure 15
incurred by Auckland Council to dses

Be_ Assessment of expenditure incurred by Auckland Council on projects to 23
deliver MUor i out comes

Signatories

Author Catherine Taylor - Manager Policy and Evaluation

Authorisers Brandi Hudson - Independent Maori Statutory Board CEO
Matthew Walker - Acting Group Chief Financial Officer

Assessment of expenditure incurred by Auckl ani Page 14
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DISCLAIMER

The Independent Maori Statutory Board (“Principal”) contracted PricewaterhouseCoopers
(“Supplier”) to prepare the Assessment of Expenditure on Maori Outcomes. By reading this
Assessment of Expenditure on Maori Outcomes final report the reader of the final report
accepts and agrees to the following terms:

(1) The reader of this Assessment of Expenditure on Maori Outcomes final report
understands that the work performed by the Supplier was performed in accordance with
instructions provided by the Principal and was performed exclusively for the Principal’s
sole benefit and use.

(ii) The reader of this Assessment of Expenditure on Maori Outcomes final report
acknowledges that this final report was prepared at the direction of the Principal and may
not include all procedures deemed necessary for the purposes of the reader.

(iii) The reader agrees that the Supplier, its partners, employees and agents neither owe, nor
accept any duty or responsibility to it, whether in contract or in tort (including, without
limitation, negligence and breach of statutory duty), and shall not be liable in respect of
any loss, damage or expense of whatsoever nature which is caused by any use the reader
may choose to make this Assessment of Expenditure on Maori Outcomes final report, or
which is otherwise consequent upon the gaining of access to the final report by the reader.

(iv) Further, the reader agrees that this Assessment of Expenditure on Maori Outcomes final
report is not to be referred to or quoted, in whole or in part, in any prospectus,
registration statement, offering circular, public filing, loan, other agreement or document
and not to distribute the final report without the Principal’s prior written consent.

INHERENT LIMITATIONS

This Assessment of Expenditure on Maori Outcomes does not constitute a statutory audit, the
objective of which is the expression of an opinion on the financial statements, or an Assurance
engagement, the objective of which is to provide assurance or the expression of an opinion on
management’s assertions. Due to the inherent limitations of any internal control structure, it is
possible that fraud, error, or non-compliance with laws and regulations may occur and not be
detected. Further, Auckland Council’s overall internal control structure, within which the
control procedures that we have assessed operate, has not been audited and no opinion is
expressed as to its effectiveness.

An internal audit engagement is not designed to detect all weaknesses in control procedures as
it is not performed continuously throughout the period and the tests performed are on a
sample basis. In addition, an internal audit engagement does not provide all the evidence that
would be required to form an audit opinion of the design or operating effectiveness of the
controls subject to assessment.

Any projection of the evaluation of control procedures to future periods is subject to the risk
that the procedures may become inadequate because of changes in conditions, or that the
degree of compliance with them may deteriorate.

Assessment of expenditure incurred by Auckl ani Page 24
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E te Poari motuhake o Tamaki, e mihi nei matau kia
koutou, e pokaikaha nei ki te rapu nga huarahi oranga
mo ngai Maori it Tamaki Makaurau.

Kai te mihi atu ki te wairua o tenei kaupapa
e araht atu ana e koutou te poart.

Me ki he mihi ano tenet kia koutou te poari
mo nga mahi kua oti ké i a taua ¢ maht tahi ana.
Mazt 1 to Tumu whakarae, Tiamana o te poari, nga
mema, me o kaimahi he mihi tenei mat i a matou ki a
koutoum mo to pupuri i te wairua Maori.

We acknowledge you the Board, as you continue to seek positive
solutions for Maori in Tamaki Makaurau.

We respectfully acknowledge the intent and purpose of the work

you are currently leading and managing. In acknowledging your

leadership we also acknowledge the relationship that has evolved
and developed in the work we have completed together, with
your Chief Executive, Chairman of the Board, board members

and staff. We thank you for this opportunity for us to work
together under your leadership.
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Brandi Hudson

Chief Executive Officer
Independent Maori Statutory Board
Private Bag 92311

Auckland 1142
13 November 2017
Téna koe Brandi,

In accordance with our contract dated 31 August 2017, we are pleased to report the findings arising
from our assessment of expenditure incurred by Auckland Council on projects to deliver Maori
outcomes, conducted on behalf of the Independent Maori Statutory Board (the Board).

We would like to extend our appreciation for the assistance provided by the Council, Council
Controlled Organisations and Board staff and management in the completion of this engagement.

Ina he patai wa koutou, whakapa mabhi.

Naku noa, na

=4 Sy

Lara Hillier Craig Rice
Partner Partner
PwC PwC

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, wiww.pwe.co.nz
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Executive Summary

Background

Purpose of this assessment

The Independent Maori Statutory Board (the Board) continue to see an opportunity for the Council
and Council Controlled Organisations (CCOs) to improve their systems and processes for identifying,
managing and reporting transformational projects in a more effective and collaborative way, that
delivers optimum value for Maori in Tamaki Makaurau.

This re-assessment of the Council’s expenditure on projects to deliver Maori outcomes and processes
to ensure performance supports the Board advocacy role to better deliver the outcomes specified in
the Schedule of Issues of Significance/Maori Plan, Te Tiriti o Waitangi and statutory obligations to
Maori.

This re-assessment is undertaken with the support of Auckland Council and is the second

assessment of its kind. KPMG performed the first assessment in 2014 (Independent Assessment of
Expenditure Incurred by Auckland Council to Achieve Maori Outcomes, reported in May 2014 by
KPMG). We note that while the Council responded formally to KPMG’s findings and
recommendations in 2014, no further follow up or tracking was performed of the progress made to
address the recommendations.

Following limitations observed in the Council’s approach to allocating resources for Maori outcomes
in the first assessment, the Board is seeking to understand the improvement in the delivery of
targeted transformational projects to ensure they achieve the outcomes they intended to deliver and
represent value for the resources spent.

Objectives of this assessment
The objectives of this assessment are:
e examine the reported expenditure on projects to achieve Maori outcomes against Council
records, approved plans and budgets
« assess the effectiveness of portfolio management and project initiation processes (in CCOs
and Council) to plan, approve and measure value for money projects that deliver
direct/indirect Maori outcomes
o assess the effectiveness, capability, commitment and sustainability of project management
processes, Council systems and capability to manage the delivery of Maori outcomes and
value for money on an ongoing basis.

The projects in scope are:
s delivered by four CCOs — Auckland Tourism, Events and Economic Development (ATEED),
Auckland Transport, Panuku and Watercare
e delivered during the financial years of 2015/16 and 2016/17, and
¢ recognised by the Council as transformational activity.

Maori outcomes — clarity of intent and action

In the Maori Plan for Tamaki Makaurau, the Board have identified 20 key cultural, social, economic
and environmental outcomes for Maori (see Appendix II) to uplift the well-being of the community.

Independent Maori Statutory Board 5
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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One intention for the Maori Plan was the provision of strong direction and leadership to the Council
for consideration in planning and resourcing. This is supplemented by the Board’s Schedule of Issues
of Significance that sets out issues and proposed actions.

The Council articulates priorities and goals for increasing its responsiveness to Maori through its key
strategy and policy documents (Auckland Plan and Maori Responsiveness Framework (MRF), Long-
term Plan and CCO Statements of Intent). The MRF is a high-level framework that sets out three
goals and four lenses providing a context to Council’s outcomes and strategic directions.

Te Toa Takitini — a key plank in KPMG’s 2014 recommendations

Te Toa Takitini, a Council top management group, was established in response to the 2014
assessment to lead and influence better outcomes with Maori and embed a top-down Auckland
Council family approach to overseeing delivery on commitments to significantly uplift Maori
economic, social and cultural well-being. It follows that in executing the specific objectives in our
scope, the effectiveness of the project planning, monitoring and reporting processes performed by
this group has been a central consideration.

What this report covers

This report considers the effectiveness of expenditure incurred on projects to deliver Maori
outcomes in past years, as well a ‘forward thinking’ assessment of project initiation and management
processes. It provides recommendations for a more effective strategic, collaborative approach for
Council and CCOs to deliver optimum value for Maori in Tamaki Makaurau.

Our recommendations are based on a consideration of:

e the processes undertaken by the Council when identifying, planning and approving projects as
part of the Council’s strategic planning and Maori Responsiveness Framework goals

e stakeholder interviews discussing leadership, planning, budgeting and reporting of projects
and activities to deliver Maori outcomes

¢ documentation, and

e review of projects attributed to achieving Maori outcomes across four Council CCOs and Te Toa
Takitini.

Independent Maori Statutory Board 6
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Summary of findings and recommendations

The transition of Te Toa Takitini

Te Toa Takitini was established to provide the Council’s governing body with a strategic top down
view of financial commitments to, and understanding of, Maori priorities.

Currently, Te Toa Takitini’s resources and efforts are focused on project outputs, such as the
achievement of project tasks, monitoring processes and reporting requirements, rather than tracking
the delivery of outcomes or benefits realised relative to Maori priorities.

This creates a reporting burden for both Te Toa Takitini and CCO stakeholders as they align
outcomes to project objectives in retrospect. Te Toa Takitini’s plan to further refine its scope —
shifting focus toward value-adding activities earlier in the project life-cycle, prospectively aligning
projects to broader all-of-Council strategic objectives across the programme portfolio. A summary of
this shift in Te Toa Takitini’s activity is outlined below.

We acknowledge this important, positive step forward.

Future state Current state
Intended function of Perceived function
Te Toa Takitini FY19 of Te Toa Takitini

Effort

Strategic < Activities -
“What needs to happen” “What has happened”
e.g. Strategic Assessment — Business Case — Monitoring — Financial Management — Reporting

Transactional

Assessment of the current state

While our observations from this assessment acknowledge that Te Toa Takitini is undergoing a
period of transition as a business management and co-ordination function some of the issues
identified in the 2014 assessment remain unresolved. This means that project initiation and
governance processes to ensure the delivery of Maori outcomes have remained largely focused on
activity, rather than outcomes.

Attributing project spend to outputs was an important first step for Te Toa Takitini to gain oversight
of projects and activity. However, this has restricted its function to focus on processes, rather than
the achievement of outcomes. The coordination and delivery of projects funded to improve outcomes
for Maori are not necessarily aligned with Council strategic priorities for Maori, or the Board’s
Schedule of Issues of Significance/Maori Plan.

Independent Maori Statutory Board 7
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Efficiency and collaboration opportunities do not appear to have been actively sought in operating
the Te Toa Takitini portfolio, further highlighting there is opportunity to improve the value for
money invested.

Our expenditure assessment identified underspending on Maori outcomes in FY2015/2016
(primarily by Auckland Transport) and in FY2016/2017(primarily by ATEED) due to various reasons
outlined in the Detailed Findings and Recommendations section of this report. This further impacts
on the achievement of Maori outcomes.

Recommendations
We have summarised our recommendations and organised our detailed findings against the
dimensions of an organisational operating model. These are:

e Purpose and scope

e Strategic alignment

¢ Governance and oversight

e Processes and reporting

s People and capability

¢ Roles and responsibilities.

We have also categorised our recommendations using the previous rating scale.

Rating Definition

A significant weakness or gap, which is almost certain to compromise the delivery of
Maori outcomes and should therefore be addressed as a matter of some urgency. Issues
Significant of this nature relate to fundamental weaknesses in the core building blocks of a robust
control framework, or critical elements required to give effect to Council achieving Maori
outcomes.

A serious weakness or gap in process or control, which is likely to compromise the
delivery of Maori outcomes and should therefore be addressed as a matter of importance.

. A moderate weakness or gap in process or control, which may compromise the delivery of
- Maori outcomes and should therefore be addressed as a medium term priority.

A minor weakness, which is unlikely to compromise the delivery of Maori outcomes,
however may improve or refine a process.

Summary recommendation

As Te Toa Takitini transitions, and shifts its focus to have a greater influence on the achievement of
Maori outcomes, the recommendations in the purpose and scope section should be addressed as a
priority. In particular, the transition should include greater strategic alignment and traceability of
projects to broader Council and the Board’s priorities, through earlier involvement in the project life-
cycle. This early engagement includes seeking strategic guidance from the Board upfront in portfolio
strategy discussions, project brainstorming and initiation to help set a clear path for the successful
delivery of Maori outcomes.

This early engagement has benefits for both Council and the Board. It enables the Board to perform
its evaluation function more effectively, in real time. It enables the Council to better leverage the
Board’s knowledge and insights — from their key work programmes of the Schedule of Issues of
Significance to Maori, Maori Plan and Te Tiriti o Waitangi Audit. Working together to improve
Maori wellbeing ultimately will lead to greater collaboration, more effective advocacy and reporting.

Independent Maori Statutory Board 8
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Recommended roadmap for change
In recognition of the time and effort required to implement the above recommendations, outlined
below is a high-level implementation road map to illustrate the priority activities. The roadmap
focuses on implementing change in a logical sequence, recognising that addressing the two
fundamental issues of:
e aclearly defined purpose and scope for Te Toa Takitini, and
e strategic alignment of the Schedule of Issues of Significance/Maori Plan outcomes, with the
Council’s strategic objectives as they related to Maori, and the documents and projects that
give effect to them
This will provide a framework from which the other issues can be resolved.
What to
action in
the coming
months
m ’
— M i Reassess ]
S entyy govefance Reassess
E people and
= ¢ . resourcing
O Refine the process
S . , to include
erformance
z - ‘(“I‘”":f:ll T I "1Ij_51"_ . ﬁm{itoring against
'1'(:u o p)"u')mhcs. outcomes and What to
Takitim viston and benefits acltion in
purpose outcomes the coming
and year

Junction

Management comment from Auckland Council

Management comment, including action date, to be provided to the Independent Maori Statutory
Board.

Independent Maori Statutory Board 10
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Summary of Findings

Summary of 2017 findings

Our assessment identified g Significant, 8 High and 2 Moderate findings as summarised in the table
below. Further detail is set out in the Detailed Findings and Recommendations.

Priority ratings assigned to the findings are based primarily on the criticality of the finding in
contributing towards successful delivery of Maori outcomes and the timeframes within which the
action plans should be implemented. To ensure consistency of priority ratings in this assessment we
have applied the priority ratings agreed by the Board in the 2014 assessment, as detailed below.

Set out below is our priority rating of all the 2017 recommendations.

Framework . . Priori Page
# Finding title . ty 8
element Rating
Expenditure assessment
Underspending on Maori related outcomes in FY2015/2016 and . . 18
1 E¥s016 /2017 Significant
Expenditure E—
assessment 19
2 Inaccuracies in reporting for FY2016/2017 High
Portfolio management, project initiation and project management
The function, role and governance of Te Toa Takitini needs to be Hi 21
3 clarified igh
Purpose and R
scope More focus on project/activity outcomes is needed, rather than . g 23
4 spend Significant
The strategic vision and priorities for Maori need to be better Hi 24
5 aligned through plans, activities and reports igh
SIrAlegiC o ——————————————————— S .................
alignment Further guidance should be developed to provide clarity on the 25
6 four whai strategy and Maori Responsiveness Framework Significant
outcomes
Governance Consistent reporting and better transparency of key initiatives . 26
. 7 ; ; : High
and oversight and projects in the Statements of Intent is needed
S NS ot . . 28
8  Watercare’s Maori Responsiveness Plan needs to be finalised
Roles and
responsibilities A performance management framework for Maori outcomes is 29
9 required
Processes and Potential of smaller-funded and business-as-usual projects to 30
N 10 - _ .
reporting achieve Maori outcomes should be considered
Independent Maori Statutory Board 11

Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Framework . e A Priori Page
# Finding title . v &
element Rating
Improvements to project reporting processes and report quality - 32
11 - High
are required
12  Guidelines for budget reallocations should be developed 34
People and 1 Project management capability and processes require High 35
capability 3 improvement
Independent Maori Statutory Board 12
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Current status of findings identified in the 2014 assessment

As part of this assessment, we considered whether the actions taken by the Council to remedy the
shortcomings reported in the Independent Assessment of Expenditure Incurred by Auckland Council
to achieve Maori outcomes, in May 2014 by KPMG.

Of the 23 findings raised, we consider:
e 10 (43%) to be resolved or no longer relevant (due to findings relating to a specific financial
year, not recurring in the current assessment)
e 1(4%) to be substantially resolved, with some elements of the issue outstanding
e 12 (52%) to remain outstanding.

Framework L. . Priority Status at October
Finding title .
element rating 2017
Significant under-spending on Maori related outcomes in ..
FY2012/2013 Significant No longer relevant
Incomplete allocation of budgets across Council and .
CCOs in FY2012/2013 Significant No longer relevant
Expenditure Budget for Maori & ditare for FY -
assessment | budget for Maori specific expenditure for 2013/2014 is Significant No longer relevant
overstated
Inaccuracies in quarterly reporting for FY2013/2014 St No longer relevant
Expc_andlt_urg in other areas in FY2012/2013 — potential High No longer relevant
reprioritisation
Takes a ‘bottom up’ approach when a ‘top down’ view is Substantially
critical LITRVIte 0 |8 addressed — refer to
Strategy Finding 6
Maori outcomes are not clearly articulated in strategic . Outstanding — refer
High S
documents to Finding 6, 7, 8
Limited capability High Ou’[Stﬂl.lle-lg — refer
to Finding 13
Lack of clear KPIs, incentives and rewards . Outstanding — refer
People High s
to Finding 9
Staff time not included in Maori related expenditure Outstanding — refer
] | to Finding 10
Inadequate processes for capturing spend on Maori Resolved
outcomes
Inadequate processes for compiling reports on Maori Outstanding — refer
Process -
outcomes to Finding 11
Incomplete policies and procedures Outstanding — refer
to Finding 6
Independent Maori Statutory Board 13

Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Framework . . Priority Status at October
Finding title .
element rating 2017
i\/ﬁon‘ El_lgage.mentFrgmework — fragmented approaches Resolved
o engaging with Maori
The Annual Plan does not articulate specific Maori
- Resolved
projects
Alignment of Maori Responsiveness Plan to the Schedule Outstanding — refer
of Issues of Significance/Maori Plan is work in progress to Finding 5
Improvements in the planning and budgeting process
Resolved
have not been properly embedded
No proper consideration of Maori outcomes in project Outstanding — refer
delivery to Finding 4
Lack of clarity around the criteria for measuring Maori Outstanding — refer
outcomes to Finding 6
The ongoing debate — outputs vs. outcomes Outstanding — refer
to Finding 4, 10
Risk not identified and mitigated effectively Outstanding — refer
to Finding 11
o Poor quality of reporting to Council Committees Significant Outstal?dn?g — refer
Monitoring to Finding 11
and
oversight ; No proactive monitoring of Maori expenditure High Resolved
Independent Maori Statutory Board 14
Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes
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Background and context — Te
Toa Takitini

Purpose, responsibility and structure of Te Toa Takitini

The purpose of Te Toa Takitini was to embed a top-down Auckland Council family approach to
overseeing delivery on commitments to significantly uplift Maori economic, social and cultural well-
being. Te Toa Takitini is convened by the Chief Executive of Auckland Council.

Te Toa Takitini’s responsibilities include:
¢ Dbeing a central leadership point with a strategic overview of the Council family Maori
responsiveness activity
e ensuring accountability for delivery, monitoring and reporting of Maori responsiveness
activity
¢ maintaining a clear line of sight between the Council’s commitments and delivery.

Te Toa Takitini oversees a portfolio of projects deemed as transformational activity for Maori.
Projects are categorised into four unique streams of work programmes or whai — Whai Tika
(Effectiveness for Maori), Whai Rawa (Maori economic well-being), Whai Painga (Maori social well-
being) and Whai Tiaki (Maori cultural well-being).

Te Toa Takitini’s structure as of this year comprises three governance layers:

1. Strategic governance — through the Executive Leadership Group (ELG), to confirm strategic
direction and promote transformational achievements. Membership of this ELG includes the
Council’s Chief Executive, Governance Director, Executive Leadership Team Whai Sponsor
(one for each of the four Whai — responsible for championing Whai activity and providing
strategic leadership), Independent Maori Statutory Board Chief Executive, GM — Te Waka
Angamua ki Uta, Head of Te Toa Takitini and CCO Chief Executives (as required).

2. Investment Governance — through the Council’s Investment Group, to consider business
cases that seek approval to start or amend a project and request funding authorisation. The
GM — Te Waka Angamua ki Uta is a member.

3. Performance Governance — through the Performance Delivery Group, to establish, monitor
and report portfolio activity. Membership of this Performance Delivery Group includes the
Head of Te Toa Takitini, Te Toa Takitini Portfolio Delivery Manager, Te Toa Takitini
Portfolio Support Analyst and the Whai Programme Leads - one for each of the four Whai.

Project Managers (from Council departments/CCOs) are responsible for planning, delivery,
monitoring and reporting individual projects. Programme leads support project managers in
delivery of outcomes, resolution of risks and issues, project reporting as/when required.
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Te Toa Takitini — in transition

Scope

On the establishment of Te Toa Takitini, more than 50 projects/activities were identified across the
Council family as contributing to the achievement of better outcomes for Maori.

In FY18, the scope of projects within Te Toa Takitini’s portfolio was refined to target focus on
transformational projects, with the removal of projects deemed non-transformational/‘business-as-
usual’ (based on set criteria and a tiering system). As such Te Toa Takitini will no longer monitor and
report on these removed projects, as they are not considered as directly contributing to the
transformational shift to significantly lift Maori social and economic wellbeing.

Te Toa Takatini is also shifting its focus toward value-adding activities earlier in the project life-
cycle, prospectively aligning projects to broader all-of-Council strategic objectives across the
programme portfolio.

Funding
Te Toa Takitini portfolio targets the level of spending identified as Maori Transformational Spend in
the LTP 2015-2025, for each year.

The way that funding is managed by Te Toa Takitini is in the process of transition — moving from
project budgets held and managed by individual departments/CCOs to a centralised budget held by
Te Toa Takitini. The plan is to seek centralised funding for Te Toa Takitini portfolio through the LTP
planning process for 2018-2028, and if a centralised budget is adopted, transformational projects
will be able to apply for funding from the centralised budget from FY19. Decisions regarding L.TP
budgets will be finalised and adopted in June 2018.

By making these changes, Te Toa Takitini intends to be better able to collectively achieve improved
Maori outcomes and deliver better value for money.
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Expenditure assessment
findings

Through the establishment of Te Toa Takitini and the Council’s LTP 2015-2025, activities and
budgets were identified by the Council to contribute over the next ten years to significantly lift Maori
economic, social and cultural well-being, strengthen the Council’s effectiveness for Maori, and
optimise post-Treaty settlement opportunities for the benefit of mana whenua and the wider public
of Auckland.

The focus of this assessment was expenditure by 4 CCOs during the 2015/16 and 2016/17 years,
being the first and second years of Te Toa Takitini’s operation. Appendix I details the
transformational projects/activities reported by Te Toa Takitini to the Financial and Performance
Committee for financial years 2015/2016 and 2016/2017.

1. Underspending on Maori related outcomes in FY2015/2016 and FY2016/2017
Priority rating: Significant
Both years reported underspending on projects/activities to achieve Maori outcomes, with shortfalls

of $925,000 and $300,600 respectively. In FY2015/2016, Auckland Transport held the key project
variances with some significant underspending.

Attachment B

In FY2015/2016 $741,000 underspend (60% of budget) was seen across the following Auckland
Transport projects:
¢ Maori Wardens security provisions on trains — $600,000 budget, and the service delivery
cost was $395,000. Shortfall of $205,000.
¢ Road safety programme - young Maori drivers and passengers — $540,000 budget, with
limited planning for the budget, actual spend was $104,000. Shortfall of $436,000.
¢ Road safety - marae — $100,000 budget, and none was spent. Shortfall of $100,000.

Budget and actual comparison FY15/16
$1,400,000

$1,200,000

$1,000,000
$800,000
$600,000
$400,000

$200,000 .
S_

ATEED Panuku Auckland Watercare
Transport
FY15/16 Budget ®FY15/16 Actual
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Auckland Transport staff advised the underspending is due to a combination of factors — including
scope changes, budget accuracy and unrealistic timeframes — that created delays in project initiation
and spend. These projects continued in FY16/17.

In FY2016/2017 $217,600 underspend was reported by ATEED across 5 projects, representing 27%
underspend of budget. Project level variances can be seen in Appendix I.
Budget and actual comparison FY16/17
$1,400,000
$1,200,000

$1,000,000

$800,000

$600,000

$400,000

$200,000 -
S_

ATEED Panuku Auckland Watercare
Transport

FY16/17 Budget mFY16/17 Actual

Reasons for underspend include changes in staff resulting in lower activity and redirection of
focus/effort to other Maori transformational activity. ATEED confirmed that some unspent budget
was included in the following year budgets (Maori economic growth forum); however unspent
budget from the Maori tourism development programme was not rolled forward. The Indigenous
Economic/Innovation Conference was moved from Auckland to Northland, and therefore is no
longer in ATEED’s portfolio.

Recommendation
Any shortfall in spending on Maori outcomes should be included in future year budgets.

2. Inaccuracies in reporting for FY2016/2017

Priority rating: High

In our examination of project budget and actual spend reports produced by CCOs and those
prepared by Te Toa Takitini, we noted that for some ATEED projects in FY2016/2017, the figures
reported to Te Toa Takatini did not agree to underlying reports. This has resulted in overstated
budget (of $6,000) and overstated actual spend (of $222,600). We have detailed these differences

below:

Project FY16/17 FY16/17 Difference FY16/17 FY16/17 Difference
budget per budget per inbudget? actualsper actualsper inactuals?
TTT E TTT ATEED

Maori signature festival-Te

Herenga Waka Festival 500 513 13 513 506 7

New Sector Development 24 24 o 24 5 19

New Sector Development 24 24 o 24 5 19

Indigenous Economic /

Innovation Conference 48 a8 o 48 0 48

Independent Maori Statutory Board 19

Assessment of expenditure incurred by Auckland Council on projects to deliver Maori outcomes

Assessment of expenditure incurred by Auckl an: Page 41

ltem 9

Attachment B



Finance and Performance Committee Auckland
12 December 2017 Counci

T Ksuniners o TEMsKT MakEURY

|

ltem 9

Attachment B

Project FY16/17 FY16/17 Difference FY16/17 FY16/17 Difference
budget per budget per inbudget? actualsper actualsper in actuals?
TTT ATEED TTT ATEED

Maori Economic Growth Forum 48 48 0 48 0.4 47.6

Auckland visitor and industry

- - 24 20 4 10 20 -10

promotional video

Maori Tourism Development 170 1 1 170 8 2

Programme 2 35 5 g 5 9

Total differences 818 812 6 817 594.4 222.6

ATEED confirmed the accuracy of their reported figures above, however we received no comment
from Te Toa Takitini.

Recommendation
This issue is an example of errors in reporting through weaknesses in the current process. We have
made recommendations in finding 11 in this regard.

Independent Maori Statutory Board 20
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