Nel City C cil
[ o gk e tasman

district council

Notice is given that an ordinary meeting of the Nelson Regional Sewerage Business Unit will be
held on:

Date: Friday 8 March 2019
Time: 1.30 pm

Meeting Room: Ruma Marama
Venue: Nelson City Council

110 Trafalgar Street, Nelson

Nelson Regional Sewerage Business Unit

LATE ITEMS AGENDA

Note: The reports contained within this agenda are for consideration and should not be construed as Council policy
unless and until adopted.






Tasman District Council Nelson Regional Sewerage Business Unit Agenda — 08 March 2019

LATE ITEMS

A REPORTS
A.1 NRSBU Memorandum of Understanding - Changes to Audit Requirements ....... 5

Agenda Page 3






Tasman District Council Nelson Regional Sewerage Business Unit Agenda — 08 March 2019

A

REPORTS

A.1 NRSBU MEMORANDUM OF UNDERSTANDING - CHANGES TO AUDIT

REQUIREMENTS

Decision Required

Report To: Nelson Regional Sewerage Business Unit
Meeting Date: 8 March 2019
Report Author: Andrew Bishop, Management Accountant

Report Number: RNRSBU19-03-1

1 Summary

1.1 The existing Nelson Regional Sewerage Business Unit (NRSBU) Terms of Reference
requires an audit of the NRSBU Annual Report.

1.2 The current auditor has raised the issue of whether there is a need to for the Joint
Committee’s Annual Report to be separately audited.

1.3 The audit fee provision for 2017/18 was $18,150.

1.4 Tasman District Council’'s Corporate Services Manager advises that the separate audit does
not provide good value given the cost and time involved.

1.5 The operation of the NRSBU will be audited as part of the administering Council’s external
audit.

1.6 A clause has been included in the terms of reference as to the basis of recovery of Council
costs to provide comfort to Audit NZ.

2 Draft Resolution

That the Nelson Regional Sewerage Business Unit:

1.

receives the NRSBU Memorandum of Understanding - Changes to Audit
Requirements; and

recommends to Nelson City Council and Tasman District Council that the proposed
amendment removing the requirement for a separate audit of the annual report is
approved.
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3 Purpose of the Report

3.1 The purpose of this report is to recommend the proposed changes to the annual report audit
requirements to be included in the Terms of Reference for the NRSBU to be approved and
adopted by Nelson City Council and Tasman District Council.

4 Background and Discussion

4.1 The existing Memorandum of Understanding for the Nelson Regional Sewerage Business
Unit (NRSBU) require an audit of the NRSBU Annual Report.

4.2 The current auditor has asked if there is a need for the Business Unit’'s Annual Report to be
separately audited.

4.3 The audit fee provision for the 2017/18 financial year was $18,150.

4.4 Tasman District Council’s Corporate Services Manager advises that the separate audit does
not provide good value given the cost and time involved and recommends that this
requirement be removed from the Terms of Reference.

4.5 The operation of the NRSBU will be audited as part of the administering Council’s external
audit.

4.6 A clause has been included in the terms of reference regarding the basis for recovery of
Council costs to provide comfort to Audit NZ.

4.7 If the committee agrees to this change to the audit requirements staff will present a separate
to both councils informing of their decision.

5 Options

5.1 The NRSBU joint committee has two options regarding the proposal to remove the
requirement for the Annual Report to be audited:

Option 1

5.2 Accept the proposed changes simplifying the administration of the NRSBU and thereby
reducing costs whilst still meeting the Councils’ audit reporting requirements;

Option 2

5.3 Reject the proposed changes and continue to have the Annual Report and Accounts audited

6 Strategy and Risks

6.1 There are no risks with simplifying the audit process for the NRSBU Annual Report and
Accounts.

7 Policy / Legal Requirements / Plan

7.1 This change to the Memorandum of Understanding meets the requirements of the NRSBU

and the joint councils.
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8 Consideration of Financial or Budgetary Implications

8.1 There are minor budget implications with this recommendation.

9 Significance and Engagement

9.1 This decision is of low significance.

Level of .
Issue L Explanation of Assessment
Significance

Is there a high level of public
interest, or is decision likely to be Low
controversial?

Is there a significant impact arising
from duration of the effects from Low
the decision?

Does the decision relate to a
strategic asset? (refer Significance
and Engagement Policy for list of
strategic assets)

Does the decision create a
substantial change in the level of Low
service provided by Council?
Does the proposal, activity or
decision substantially affect debt,

Yes NRSBU joint business unit

rates or Council finances in any Low
one year or more of the LTP?

Does the decision involve the sale

of a substantial proportion or NA

controlling interest in a CCO or
CCTO?

Does the proposal or decision
involve entry into a private sector
partnership or contract to carry out | NA
the deliver on any Council group of
activities?

Does the proposal or decision
involve Council exiting from or NA
entering into a group of activities?

10 Conclusion

10.1 The existing Memorandum of Understanding for the Nelson Regional Sewerage Business
Unit (NRSBU) requires an audit of the NRSBU Annual Report.

10.2 The operation of the NRSBU will be audited as part of the administering Councils external
audit.

10.3 A clause has been included in the terms of reference regarding the basis for recovery of
Council costs to provide comfort to Audit NZ.
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11 Next Steps / Timeline

11.1 A separate report will be presented to both councils informing them of the NRSBU joint
committee’s decision to audit the NRSBU annual report as part of the administering Councils
external audit.

12 Attachments

1. Memorandum of Understanding-Track Changes 9
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4.2

Nelson Regional Sewerage Business Unit

Memorandum of Understanding
Parties
The Tasman District Councli and the Nelson City Coundcil (the counclis).
Term
This memarandum of und ding shak on 1 Judy 201" and shall terminate on 30
June 2025 unless d earfier by resalution of both councils,
Preamble
mmwmmm(w&nmmmwmwm
the former Nelson R | Sewerag y established in the 1970s.
This Memorandum of Understanding repl the dum of Understanding which

established the NRSBU on 1 July 2000 and the subsequent amendment: established 9 March
20%0.00¢ 15 Movember 2045

This Memaorandum of Understanding shall constitute the ‘terms of reference’ as required under
Saction 304 {2) (¢} of the Local Government Act 2002,

The purpose of the NRSBU ista age and op the treatment facilities at Bells
tstand and the associated reticulation metwork efficently and In accordance with resource
mmmﬂomwmtkmﬂsdt&mnmumﬂﬂommmm
meeds of the community in 2 cost efficlent and ble rather than
entiroly focusing making a financial return, mumumdmmdwmmum
entity for the purposes of New Zealand Equivalests to International Financial Reporting
Standards (NZIFRS].

The Bells Isfand treatment plant and ass d reticulath rk, and any additions or
improvements 1O these assets are owned in aqual parts by the councils and are strategic assets
of the councils.

The NRSBU is intended to be a self-funding body which provides a service 10 s custemers,
which Include the councils, under a contractual relationship independent of its rship

Structure of NRSBU

The Nelson Regional Sewerage Business Unit s heredy constituted a joint Committee of the
Nelzon City Council and the Tasman District Councll pursuant to the provisions of the 7%
Schedule to the Local Government Act 2002,

The NRSBU Board (the Board) shall comprise either six or seven members appointed as follows:

ASBIZTIA2189231 Marchtiovembes 20058 Page1of7
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NRSBU Memarandum of Understanding

44,

i) Two members appointed by the Tasman District Council (at least one of whom will be an
elected member of the Tasman District Councily;

i} Two members appointed by the Nelson City Coundl (at least one of wham will be an
elected member of the Nelson City Councill;

W) Mayinclude one ber independent of either Coundll and not Involved In any business
relsted to the NRSBU activities. This member is discretionary and would only be
appointed if mutually agreed 10 by both the councils and in accordance with the councils’
“Policy for the appoi and of jointly-appointed independent
members on committees’. This member shall be appointed for 3 period of theee years,
and in such 3 way as to provide continuity through the triennial election pariod. The

member shall be in dance with the councils’ "Policy for the
PP and ation of jointly-appointed ndependent members on
committees’.

] One non-voting ber repr g, and appoieted by, the NRSBU Major Industrial
Customers.

v] One b ing and k by local iwi and confirmed by both councils.

This iwi advisor shall be appointed for 3 period of three years, and In such a way as to
provide continuity through the triennial election peried. The member shall be
remunerated In accordance with the councils’ Policy for the appointment and
remuneration of intly-appointed independent members on committees’.

In appointing members to the Board, the coundils will consult with the Board on the skills and
experience required so that an approprizte méx of skills is maintained.

The Board will elect 2 chair from its voting bers at its first ing of the

5. Meetings

5.1 For the avoldance of doubt the Board shall comply with the provisions of the Local Government
Official Information and Meetings Act 1987 and the standing orders of the administering Council
In respect of its meetings.

5.2, The Quorum for a meeting of the Board shall be half of the bers if the ber of b
(including vacancies) is an éven ber, or 3 majority if the ber of s (including

) Is an amber. There shall afso be at least one member from each coumncil

represested in the quorum,

53. The Board shall meet at least 3 times per year (currently 4 times) at Intervals decided by the
Boued in order to meet its cbligations under this M dum of Unds ding.

6. Management and Support Services
Management and support services are provided as follows,
) The administering Council shak be the Nelson City Council,

ARBEZTIA2144201 tarchiovembes 20192 Poge2of 7
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NRSBU Memorondum of Understonding

#)  The General Manages is appointed by the councils and employed or contracted by the
administering Council and may or may not be on the recommendation of the Board. The
ils may ch o appoint an independent General Manager instead of appolating

an independent member (as outlined in 4.2 (W)

i) The administering Council shail provide the following services as appropriate to ensble
the Board to fulfil its obligations under this Memnorandum of Understanding:

* Engineering services;
* Accounting and Adrinistration Services;

L. mem
#i___Costs Incurred by sither Councl in providing manggement and support services | Permetied
fo the NTRLBU shall be recovered from the NTRLBU on the same basis as the
Fubsieed Transport activity of Counct,  Powsniind Font: (Ped) vt

Councit and the sddlicnal cost incurmed éa 9 result shall be mcovered from the

NTRLBLL,
. Powers and Responsibilities Delegated to the NRSBU
7.1, The councils are agreed that the responsibility for all 35! and administrative matters

associated with the NRSBU operation shall be with the Board, snd In particular the Board shall
without the need to seek any further authority from the cowncils:

i Operate a bank account for the Business Unit.
i)  Comply with the Procurement Policy of the administering Council.

Enter into all contracts necessary for the operation and management of the Business Unit
in accordance with the approved budgets and intent of the Business Plan.

W)  Authorise all payments necessary for the operation and management of the Business Unit
within the approved budgets and intent of the Business Plan.

v) Do other things, other than those things explicitly prohibited by this Memorandum of
Understanding or relevant statutes, that are necessary to schieve the objectives as stated
In the Strategic Plan, Asset Msnagement Plan or Business Plan approved by the councils,

vi)  Comply with the Healtth and Safuety Policy and requirements of the administaring Council.
7.2. Contribute to the sanitary services assessmant process of the councils.
7.3. Contribute to and comply with the waste management plans of the councils.

74. Contribute to the development of the councis’ P and Fir I Contribution
policies.

7.5, Conmtribute to the councils’” Regional Policy Statement and Reglonal Plan Reviews,

| HaGB323442144291 Marchbovembas 20153 Page3of 7

Agenda Page 11

ltem A.1

Attachment 1



ltem A.1

Attachment 1

Tasman District Council Nelson Regional Sewerage Business Unit Agenda — 08 March 2019

NRSBU Memorondum of Understanding

7.5,

7.7.

78

9.
9.1

9.2,

10.

101

10.2.

103,

11,

1Ly

112,

AISBINIIAZIAIG] MarchNovesnlies 20108 Pogedof 7

Develop and keep under review an appropriate contract for the defivery of waste collection and
disposal services with each of s customers.

Follow generally accepted g P
Follow good employment practices.

Limitations

The NRSBU may not berrow money or purchase or dispose of significant assets other than with
the approval of the counclis.

Operational Funding
The Board shall budget to repay loans for new capital expenditure over 30 years from Net
Surpius | Any Net Surplus In before dinacy items over budget shall be

retumed to the councils on an equal share basis,

It is agreed that where any contribution i required to be made by the councils to the ongoing
operational costs of the NRSBU, apart from the charges the councils agree to pay as customers
of the schame, each Council shall pay an equal share of any contribution required.

Capital expenditure.

The NRSBU shall ensure that il capital assets are appropriately deprecisted to ensble a fund to
be established for the replacement of such assets.

The NRSBU shall have the sole suthority to determine what expenditure is made from the
depreciation fund so accumulated.

Any capital expenditure that is required which exceeds the amount held in ary depraciation
fund or account and is in the way of expansion or major upgrade shall require spproval of the
councils.

Planning and reporting

The NRSSU shall produce the fallowing plans in respect of its operations,

Strategic Plan

The Strategic Plan shall describe the long term cbjectives of the Board in relation to its
oparations, This will inchud ideration of new technologies, envir i inabilkty,

cimate change, changes in legislation/policy and any other Issues which the NRSBU might face
in providing services for its customers,

The Board shall prepare its Strategic Pfan prior to the drafting of the Asset Management Plan,
The Board shall review its Strategic Plan on an annual basks,
Asset Management Plan

Agenda
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NRSBU M\ dum of Unck ding

The Asset Management Plan shall provide an analysis of the assets controlied by the NRSBU in
relation to the current levels of service required by the customers and their Bkely future
é ds. It will abso prowide a financial analysis of the NRSBU operations and indicate how the
assets should be managed 10 ensure the most cost effective and efficlent service. it will also
cutiine the manmer in which the NRSBU will provide for appropeiate risk manags

The Asset Management Plan shall be reviewed annually and revised at least every three years
8t which time it witl be submitted to the councils for approval.

113, Business Plan

The business plan should state the activities and intentions of the Business Unit. It should
outline how those activities relste to the objectives of the Business Unit as documanted in the
current strategic plan, the financial forecasts for the following three years, the performance
1a7gets for the coming year and amy varlations to charges propased for that financial year.

A draft of the business plan for the coming year shalf be presented to the councils annually by
31 December.

After the councils have had an apportunity to discuss and comment on the draft Plan the Board
shall finafise the business plan, Incorparating any changes agreed between the councis and the
Board and present the final business plan to the councils by 20 March,

l 114. Annual Report and Auditsd Accounts
The Board shall prepare an Annual Report at the end of sach financial year which shall indude

reporting against the perf targets and financial § in the approved Business Plan.
The annual accounts and financial statements, Included in the Annual Report, challbo-na
et - dgan b s Hadts-audites fairly showing the operating and
financlal position of the NRSSU for the financial year, including a statement of financial
performance, a statement of financlal position, 3 of cash flows, and all information
| necessary to enable an informed of the operation of the Business Unit. The sucisod
fimancial statements must be prepared in accordance with generally accepted accounting
practice.
‘ The Anaual Report and Augies Accounts will be p d {0 councils by 30 September in each
year.

115, Agendas for 38 meetings of the Board will be forwarded to the Chief Executive of the
2dministering Council, and/or such stalf as they might nominate to represent the owners of
the scheme, at the same time 35 they are forwarded to Board Members.

11.6. Minutes of all meetings of the Board will be forwarded to the Chief Executives of the councils
and 10 all Board members as draft minutes once they have been reviewed for accuracy by the
General Manager and/or the Chairperson.

12. Customer Group

| AISEI2FIA2344293 Marchievesbes 20198 PogeSof 7
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NRSBU Memorandum of Understonding

12.1. A Customer Group shall be maintained to provide a forum for consultation and Saison with
major users of the scheme. The Board shall determine who shall be members of the group.

12.2. The Customer Group shall be chaired by the General Manager of the NRSBU,

13. Termination

131, Subject to dause 13.2, the members of the Board appointed under clause 4.2(() and 4,2(H) will
be discharged on the coming into office of the members of the councils elected at the triennial
local body elections. The new Board members appointed under dause 4.2{1) and 4.2(ii) shall be
appotated by resolution of the councils at the earfiest opportunity post the sald election,

13.2, Prior 10 the election, the NRSBU may d to the s that they app a
transitional arrangement through the triennlal election process for representation on the
NRSBU. For clarity, this provision only applies where both councils have approved a transitianal

arrangement.
13.3. The councils may at any time replace their appointed bers or by |
e/repiace the independs b dmolomi mmmmawmw

beuhnMMemndsﬁmmmmemeb
part of a triennial election process referred to in claase 13.1.

13,4, Iwi may nominate at any time a repls for the
wi achvisor shall be confirmed by bath councils.

d twi advisor. The replacement

14. Variations and Disputes

14.1. Notwithstanding the above, this Memorandum of Understanding may be amended pursusnt to
2 resolution adopted by the councils at any time during its term.

14.2. Inthe event of any dispute arising between the parties 1o this M dum of Und d
the parties shall, mmmmmmwmumumm
rhether the dispute can be resolved by apr b them using nf | dispute

mmmmmwﬂummmm-m&me
other alt tve dispute resoluti hnig

14.3. Inthe event the dispute Is not resolved by such agreement within 21 days of written notice by
one party to the other of the dispute {or such further period agreed In writing between the
parties) either party may refer the dispute to arbitration by a single arbitrator pursuant 1o the

Arbitration Act 1996

14.4. The arbitrator shall be agreed between the parties within 10 days of written notice of the
referral by the referring party 1o the other, or failng ag P d by the F of
the Nelson District Law Society.

145, In“mhu&w“nuhammmmwmalnmwm
procedure in respect of the dispute.

14.6. The arbitrator 50 appointed shall be obliged to proceed with maximum expedition to deliver 3
decision within two months of the appointment.

ARIIIIAL184291 MAprch Naveashes 20108 Pogebof 7
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NRSSU Memovandum of Understonding

The parties agree to co-operate fully in avery respect with the arbitration and further agree that any
decision made by the arbitrator shall be final and binding and hereby walve any right to appeal again
the decision or seek judiclal review of it in any court.

Nelson Oty Council Tasman District Council
“Chief Bxecutive | Chief Executive

Nesson City Council Tasman District Coundll
Date: /[ [/ Date: / /.

Approved by TDC on 8 Novemnber 2018 and by NCC on 15 November 2018

ALo8dsFanz 164295 MarchNewwnier 20158 Poge 7of 7
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