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Wellington Water Limited 
Private Bag 39804 
Wellington Mail Centre 5045 

17 November 2021 

Internal Audit report - Non-financial performance measures 

and Related parties billing and invoicing 

Dear  

We have completed our work In accordance with our Consultancy Services 
Orders dated 
• 7 May 2021 - Controls assessment for non-financial performance measures;

and
• 31 May 2021 - Assessment of the related parties billing and invoicing

process for the Fulton Hogan alliance

As discussed with you previously, we have consolidated the findings from both 
our engagements into this Internal Audit report. 

Our Internal Audit assessments were performed as per our scope and agreed 
approach described in Appendix A, and is based on our fieldwork performed 
between May and July 2021. 

I would like to take this opportunity to acknowledge and thank the Wellington 
Water personnel for the time and contributions they have made to enable us to 
perform this engagement. 

Please feel free to contact me on- if you have any questions or 
require any further information. 

Yours sincerely 
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Executive summary
Wellington Water have established a Partnership Alliance with Fulton Hogan. This is an enabler for operational 
delivery of works across Wellington Water’s network. Going forward, Wellington Water should strengthen 
controls to ensure that the Alliance partnership continues to deliver in line with expectations and facilitates  
accurate reporting of DIA measures.

In November 2018, Wellington Water and Fulton Hogan entered into the 
Three Waters Network operations and Maintenance Alliance agreement 
(the ‘Alliance’). The Alliance is responsible for the operations and 
maintenance of the Network Assets managed by Wellington Water. 

As part of Wellington Water’s ongoing procurement and supplier review 
process, they requested an assessment over the end to end billing and 
invoicing process executed through the Alliance to assess controls in 
place and identify any improvement actions that need to be taken to 
address key risks. 

Further as part of Wellington Water’s 2019/20 financial audit, issues 
were raised with the reporting of Department of Internal Affairs (“DIA”) 
non-financial measures, which resulted in a qualified audit opinion. In 
response, Wellington Water developed an improvement plan to address 
the concerns raised.

As part of good Governance Wellington Water requested an external 
perspective to assess:
• The controls implemented as part of the improvement programme 

are having the intended effect of resolving audit issues raised. 
• Identification of improvement opportunities in control design and 

agree any actions that need to be taken to address these. 
• Design consideration need for the ongoing internal audit programme 

to deliver assurance over the non-financial measures impacted.

Report Structure

This report consolidates the findings and actions from both our 
engagements. The Alliance’s activities, controls and data have a direct 
impact on the quality of calculations and reporting of DIA non-financial 
measures. Therefore to ensure the root cause of findings are addressed 
the action roadmap has been developed at a system wide level.

The Alliance operations leverage a number of Fulton Hogan based 
processes and controls for managing assignment of work and cost 
approval. Whilst this provides a baseline level of control, it does 
not necessarily manage Wellington Water key risks.
Controls within the Alliance are largely performed by Fulton Hogan  
staff. However, we were unable to see clear monitoring or oversight 
controls being performed by Wellington Water and identified the need 
for further improvement to controls for managing the quality of work 
carried out by the Alliance. We have summarised the findings as: 

1. Wellington Water does not have a consistent approach to 
validating CAPEX, OPEX and third party claims made by the 
Alliance. This presents a risk that payments made using council 
funding is not valid, accurate or in line with intentions of the Alliance. 

2. Lack of information is available to track, manage and monitor 
work being undertaken. This results in a lack of visibility for 
Wellington Water as to whether work is delivered in line with quality 
expectations and if  money is being spent efficiently. Further, this 
limits the accuracy of reporting to key stakeholders such as the 
Board or Councils.

3. Opportunity to implement performance analytics over data 
collected by the Alliance. The Alliance and Wellington Water 
have an opportunity to develop key data analytic tests to provide 
assurance of the financial and operational performance. This will 
help form a basis for performance monitoring for the Alliance.  
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Executive summary
Controls have been implemented to address findings from the 
2019 external audit. However, we identified deficiencies with the 
design of these controls implemented impacting the accuracy of 
the reporting of non-financial performance measures. 

A Quality Assurance (“QA”) process to evaluate the quality of data 
available for reporting on non- financial measures was implemented in 
January 2020. This process, if designed and implemented correctly 
would provide a level of confidence over the accuracy of data used for 
the calculation of non-financial performance measure. However, we 
observed the following:

1. Exceptions identified the Quality Assurance survey are not 
investigated and tracked to resolution. This can lead to 
inaccurate reporting of non-financial performance measures due to 
identified errors not being corrected. 

2. Performance reporting across Wellington Water is inefficient 
and lacks data quality. Due to known data issues, there is 
duplication of effort in consolidation and reporting of data. This 
leads to increased workloads (negatively impacting the operation of 
other controls as noted in 1) and inaccurate reporting of 
performance against DIA measures.

3. System notes are not sufficient to ensure consistent 
understanding of measurement calculations. The calculation of 
the DIA measures is complex and often requires a level of data 
manipulation. This knowledge is held with key members of the 
team, but is not documented presenting a key person dependency 
to Wellington Water. 

Overall, our observations in aggregate present a risk that the 
works commissioned and/or performed on behalf of Wellington 
Water are not consistent with expectations and information is not 
accurate for reporting purposes. 

In response, a focussed plan to implement consistent processes 
combined with a level of oversight across the Alliance is needed. 

This will enable efficiency in process whilst providing confidence that 
works are completed in line with expectations and data for key reporting 
is complete and accurate. 

On the following page we have provided a simple roadmap of activities 
which should be prioritised by Wellington Water (and the Alliance as 
relevant) to address key risks identified in this Internal Audit. 

Our roadmap balances the need for control whilst allowing autonomy in 
the Alliance to operate independently. We have also indicated where 
follow-up Internal Audit activity may provide confidence as key actions  
are implemented by Management. 
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Controls assessment for non-financial performance measures

Objective and scope
The objective of this engagement is to:
• Assess controls implemented as part of the improvement programme to understand 

if they are having the intended effect of resolving audit issues raised. 
• Identify any improvement opportunities in control design and agree any actions that 

need to be taken to address these 
• Provide advice of considerations needed for design of an ongoing internal audit 

programme to deliver assurance over the non-financial measures impacted.
The scope of the work will cover the five qualified non-financial measures noted by 
Audit NZ

Our approach
End to end control design assessment 
• Hold a 2-3 hour workshop/whiteboard session to mapped out for each in scope 

measure the end to end process to identify key activities, data inputs/flows, risks 
and controls. 

• Hold detailed walkthroughs meeting across each of the five in scope measures to 
assess the design of identified controls 

• Assess whether control gaps exist, or existing controls require design improvements 
to further mitigate key risks for each in scope measure

• meet to discuss our design observations to date and agree next steps
Sample testing of key controls 
• Agree with Wellington Water (with input from Audit NZ) the key controls to be 

sample tested including number of samples to be considered. 
• Undertake sample testing to consider whether the key controls are being performed 

as intended. This will require obtaining documentation and/or meeting with relevant 
staff to understand the context of selected samples.

Determine considerations needed for ongoing assurance 
• From work undertaken, consider the design elements and key assumptions that 

need agreement for development of an ongoing internal audit programme over the 
non-financial measures impacted.

• Meet to discuss next steps and output from this phase 

Appendix A: Objective, scope and approach 
Assessment of the related parties billing and invoicing process 
for the Fulton Hogan alliance

Objective and scope
The objective of this engagement is to:
• Assess the current inwards billing and invoicing process with Fulton Hogan to 

identify any improvement opportunities in control design and agree any actions that 
need to be taken to address these. 

• The scope of this assessment will consider the end to end process (including any 
relevant sub-processes at Fulton Hogan). 

Our approach
Understanding processes and controls
• Hold detailed walkthrough meetings with both Wellington Water and Fulton Hogan 

to understand:
• the contract and service level requirements between Wellington Water and 

Fulton Hogan
• the end-to-end process and controls over billing, invoicing and monitoring of 

Fulton Hogan service levels 
• Where applicable we will leverage the PwC Non-Financial measures 

assessment.
• Assess whether control gaps exist, or existing controls require design improvements 

to further mitigate key risks including gaps in the systems, poorly designed controls, 
controls operating ineffectively, etc. 

• Meet to discuss our design observations to date and agree next steps
Sample testing of key controls 
• Agree with Wellington Water the key controls to be sample tested including number 

of samples to be considered. 
• Undertake sample testing to consider whether the key controls are being performed 

as intended. This will require obtaining documentation and/or meeting with relevant 
staff to understand the context of selected samples.

Determine considerations needed for ongoing assurance 
• From work undertaken, consider the design elements and key assumptions that 

need to be agreed for development of an ongoing assurance plan for the Fulton 
Hogan contract  

• Meet to discuss next steps and output from this phase
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Review title Short description Rational Link to next step recommendations
Contract 
management 

Perform a deep dive assessment 
of the contract management 
process and controls across 
Wellington Water to identify gaps 
and areas of improvement to 
further manage associated risks. 

Our assessment found a lack of process 
and controls over monitoring Alliance 
costs. This internal audit will provide a 
view as to how pervasive this issue is 
across all contracts managed within 
Wellington Water. 

1.1  - Implement a process to review the 
Statement of Claim each month, prior to 
payment.
1.2 - Strengthen existing processes to ensure 
that all 3rd party claims are completely and 
accurately identified and tracked 
1.6  - Strengthen existing financial management 
practices to ensure that costs and progress of 
work is actively tracked and monitored. 

Quality and 
performance 
management 
framework 

Working with Wellington water to 
develop a step by step roadmap 
to implement a Quality and 
performance management 
framework. 

To improve the quality and performance 
of work undertaken by crew, this internal 
audit will support management to 
understand the key elements of a good 
quality and performance management 
framework and the steps required to 
implement it for an uplift in quality across 
Wellington Water.

1.4 - Implement a process to review crew 
member performance and service quality.
2.1 - The QA survey control can be improved to 
ensure exceptions identified are remedied. 

Information 
asset 
management 

Perform a deep dive assessment
to understand how data is 
managed, analysed and turned 
into actionable insights for the 
Operations teams across 
Wellington Water  

Wellington Water has a wealth of data 
that if not utilised is wasted. This internal 
audit will support management to 
understand how it can drive deeper 
insights, more focussed operational 
performance, enable better continuous 
improvement and a more sophisticated 
approach to providing trust and 
confidence to key stakeholders.

1.8 - Data Analytics is established to provide 
insight into financial and operational 
performance. 
2.3 - Strengthen key controls in relation to the 
automated data warehouse report including 
roles and responsibilities

Appendix B: Suggested internal audit activity for the 
next 12 months
The following internal audit reviews each provide a deep dive assessment into the three key areas where issues have been identified. This will 
enable an up front detailed roadmap for how Wellington Water are to execute change to manage these key risk areas
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Sample Service 
Request #

Resolve SLA Notes Prestart Follow up Action QA Checklist 
Completed

Follow up Action 
Identified

Follow up performed 
and documented

Comment 

1 CWS0161/21 Other No_follow_up_required Yes Yes No Insufficient documentation by team leader
2 WCCSR-90461 Job_should_be_on_hold Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
3 WCCSR-97600 Complex_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
4 WCCSR-99926 Delay_in_starting_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
5 WCCSR-97626 Other Discuss_with_Crew Yes Yes Yes
6 CWW0039/21 Other Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
7 WCCSR-96502 Delay_in_starting_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
8 HCC507916 Delay_in_starting_job Discuss_with_Hub Yes Yes Yes
9 HCC507966 Delay_in_starting_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
10 CWS0050/21 Delay_in_starting_job No_follow_up_required Yes Yes No No evidence for follow up with the crewmembers
11 SWDC1725 Other No_follow_up_required Yes Yes No No evidence for follow up with the crewmembers
12 SWDC1793 Delay_in_starting_job No_follow_up_required Yes Yes Yes
13 HCC508689 Delay_in_starting_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
14 HCC509107 Delay_in_starting_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
15 SWDC1979 Delay_in_starting_job Discuss_with_Crew Yes Yes No No evidence for follow up with the crewmembers
16 SWDC1926 Delay_in_starting_job No_follow_up_required Yes Yes Yes
17 SWDC1947 Delay_in_starting_job No_follow_up_required Yes Yes Yes
18 SWDC1954 Delay_in_starting_job No_follow_up_required Yes Yes Yes
19 WCCSR-90041 Other No_follow_up_required Yes Yes No Insufficient documentation by team leader
20 SWDC1752 Other No_follow_up_required Yes Yes No No evidence for follow up with the crewmembers
21 HCC506916 Delay_in_starting_job No_follow_up_required Yes Yes No Poor Quality/Irrelevant pictures with no evidence for 

follow up with crew members
22 WCCSR-164466 Afterhours_callout No_follow_up_required Yes Yes No Poor Quality/Irrelevant pictures with no evidence for 

follow up with crew members
23 HCC518986 Afterhours_callout No_follow_up_required Yes Yes No Poor Quality/Irrelevant pictures with no evidence for 

follow up with crew members
24 HCC522077 Afterhours_callout No_follow_up_required Yes Yes No Poor Quality/Irrelevant pictures with no evidence for 

follow up with crew members
25 HCC518290 Other Discuss_with_Crew Yes Yes No Poor Quality/Irrelevant pictures with no evidence for 

follow up with crew members

Appendix C: Quality assurance control testing results 

Results of the sample test of 25 QA surveys to confirm if any actions identify by Team Leaders have been followed up and corrected in Maximo:  
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