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Queenstown Lakes District Council
— Programme Delivery

Tim Munro Managing Consultant, Procurement
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- Background

- Developing procurement strategy

- Procurement strategy and market engagement

- Currentsstatus




Background

In February 2000:

2006 draft LTCCP Infrastructure Capital Works
programme $250m for six years

Delivery rate need to increase from $20-25m pa to
$40-50m pa

Previous five year performance:

=» Capital budgets increased by 83%
= Delivered projects increased by 54%

=»Due to deferrals - delivery rate needed to
increase by 138%

QLDC strong culture of strategic outsourcing —
genuine desire to work with suppliers
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Background

Delivery rate hampered by:

Project by project scoping — annual forward works
planning cycles

Limited local professional services resources
Design then construct process — not enough WIP

Procurement practice — no development of depth of
supply chain or internal SCM capability

Asset-management — renewals programme impacted
by AM information

GHD engaged to review procurement practices and
develop strategy to deliver LTCCP
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e Procurement strategy - process

Review policy, Review current
delegations, supplier
rules commitments

Interviews with
stakeholders

Workshop
outcomes

Develop strategy
against

Council approval
& implement
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Procurement Strategy Development
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Considerations

1 — Change time horizons

Link supplier and contract management to
minimum three year planning period

Develop programme management across

three year period — move away from annual
CAPEX envelope

Accelerate design processes — build a bank
of projects
Year round build = break seasonal cycles
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Considerations

2 — Leverage change in profile

From $20m to $40m pa — no longer a small player.
Mid - size on council CAPEX table

Total market capacity Southern Lakes region at least
$200m pa (anecdotal)

Leverage competitive advantage and create

predictability for supply market

Build-en existing relationships — take people with them

QLDC staff to move from tactical control to strategic
planning |

Deliver outcomes — don't prescribe inputs




Considerations

3 — Organisation change

* Highly outsourced environment but little
supplier relationship or market management
from 4 party and near none from QLDC

* Focus relationships beyond project to whole

of programme / whole of life

* Move from siloed project by project tenders to
programme procurement

« Develop robust project and procurement
processes




Strategic drivers

QLDC are delivering a growing capital works
programme on time and at best value

* |[ncrease planning period to three years
(minimum)

« Offer market commitment that encourages
iInvestment in capacity and capability

* Increase depth of supply built on
performance and creative tension
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GHD Strategic drivers

Increase competency (people, policy and
processes) to implement and support:

- longer, more strategic relationships

- integrated delivery (eg: maintenance
and renewals, water and roads)

- value based performance
management

- simplified, but robust, approval
processes
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Procurement Strategy
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et Strategy structure

* Outcomes and initiatives against strategic
framework informed process to develop detall

 Three phases:
1. align internal processes and structure

2--options development

3. detailed delivery design then
Implementation




Concurrent activity

QLDC internal Infrastructure team increased —
(Transport & Water /\Waste managers)

Developing programme management role and
associated tools

Partially owned CCO bought out (eff.1/7/07)
Maintenance contractors in place (2003)
BAU - major projects let and renewals ongoing
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Options development & Market engagement
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Strategy implementation — market engagement

Consultative EOI prepared — all infrastructure activity
(transport, 3 waters and solid waste) including:

- network management road and water
- consultants and contractors - capital works

- 6 years of programme to 2012 (target $150m
design and $100m construction plus renewals —
total programme value $250m - excludes
maintenance)

Maintenance contractors only significant omission
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under $100k

$100 - $500k

$500 - $1000k

over $1.0m

Totals

Projects

812

298

81

36

1,227

Value

26,700,230

73,420,667

62,397,875

89,130,487

251,649,259

% Projects

66%

24%

7%

3%

% Value

11%

29%

25%

35%

Roads Subsidy eligible
Roads Local

Total Roading Overall

Parking
Water Supply
Wastewater
Stormwater
Solid waste
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Strategy implementation — market engagement

Responses focused on suppliers ideas to address:
programme management
project management — who to involve and when
problem, issue and conflict resolution

performance management
knowledge management
3 R’s - resources, risk and relationships
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EOI evaluation in two parts

1. Finalise preferred model for programme
engagement of suppliers

2. Establish shortlist of respondents with best

fit against preferred model.
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= Strategy implementation — market engagement

Outcome of EOI

1. Identified preferred consultants for network
management and capital works

2. Parked contractor delivery model & selection
until after consultant process

3. LTNZ approval given to undertake selection
precess with short listed consultants

* Methodology and resources responses
then price negotiation (Brooks variation)
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Programme engagement (pro-forma)

=)
]
)

Investigation and design >> Construction >> Maintenance >

. . Feasibility / fatal flaw /
Project initiation programme prioritising

Investigation Possible ECI
(scoping) phase i
4>Forward works >>Design Phase >
plan
T Contract :
Project allocation supervision Construction
to supplier(s)

LTCCP Strategy >

A

planning
AMPs

Asset management >

l

> Strategy > Programme manager> Project manager > QLDC Engineering services team>
7y
> Professional Services Consultants \ T aagement
> Contractors / and maintenance

> Programme Leadership Board
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Construction contractor engagement




Contractor engagement

Stakeholder workshop — Dec 06
Delivery model finalised — contractor panel

Procurement plan developed for council and
then LTNZ sign off

Council signed off March 07
LTNZ approval in process

Targeting short listing and framework
agreements (including initial project allocations)
In place by end August 07
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Current status (April 07)
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Current Status

v Capital works consultants engaged under
framework agreement

v Project scoping / Fwd works plan underway (5
years)

v Contractor capacity requirements calculated per
service

v Contractor pricing schedules and sample projects
almostcompleted

v’ Contractor RFP drafted — subject LTNZ approval
v' Programme leadership board (PLB) established
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Current Status

v Regular client/consultant operations meetings
In place

v" Network management contracts on hold — role
of CCO being finalised

v" Ongoing PLB operations group support and
performance management being developed

v Cost control-system live April 07
v—Project information database live June 07

v Initial KPIs and stakeholder KRAs being
developed
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Features of final delivery model

Integrated renewals and new works planning

Three major consultancies established in Queenstown —
performance tension

Contractor panel will include local suppliers —
performance tension esp. predictability

Suppliers have direct relationship with QLDC at
programme level

High-%of programme committed — remainder at risk for
performance, new entrants, new methodologies

Projects allocated after scoping — (ECI, bundling,
sequencing, major maintenance etc)
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Features of final delivery model

No additional procurement processes for allocated
projects

Accelerate design processes — “in the bank”

Client, consultants, NM and contractors participate on
PLB

High performance rewarded with more work — valid low

risk procurement option

Performance.management integrated with LTCCP
outcomes

Leverage relationships across transport, 3 waters and
solid waste '

Targeting 7.5% improvement in cost
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Market demand

Supplier
management

Performance
and knowledge
sharing

Customer
Istrategic
alignment

Enablers /
innovation

Processes

Sourcing
strategy
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Phase one
May - July

i-1
QLDC prioritises the
2006 LTCCP into a
three year programme
and ranks buildability
by funding and
statutory processes

i2
QLDC reviews the
transactional process

from procure to pay

i3
QLDC reviews the
mandate and charter for
the Tenders Board to
allow it to respond

quickly and 1

i4
QLDC review
delegations manual o
ensure alignment with
revised tenders board

charter

i-5
QLDC develop approval
processes based on
programme and project
hat
integrate with project
management procedures

procurement plans

i-6
QLDC reviews relevant

Phase two
August - October

o-1
QLDC creates
programmes and

<€

projects that are

digned to the

i
QLDC summarise their
capital works programme

by service stream and asset
type and engages supply
market to identify more

cffective delivery options

current three year
cep

i-8
QLDC develops measures
that will capture agreed
service levels for the asset

or service

i9
QLDC aligns 3yr AMP
driven capital works
programme with

maintenance programme

i-10
QLDC dligns policy and
procedures to allow
contract managers to utilise
preferred suppliers to

optimum benefit

i11
QLDC creates working
relationship with LTNZ to
ensure that innovative ideas
for supply will qualify for
LTNZ funding

i12
QLDC creates working
process with council to
ensure that innovative ideas
for supply will qualify for
council funding over a three
year planning period

13
QLDC introduce
procurement plans as the
key sign off document for

capital works projects

02
QLDC maintains
that are

proces

timely, cffective
and deliver at
lowest TCO*

01
QLDC maintin a

project and contract

roles and management model
responsibilities that delivers best
value at lowest TCO*
Version: Final
Date: 6th April 2006 *TCO - Total cost of ownership

co2
QLDC creates a
programme level
procurement plan that
identifies supply side
consolidation

opportuites

03
QLDC maintains
policy and procedures
that enable innovative
use of key suppliers
to deliver the capital

works programme

Phase three
November - May

i-14
QLDC undertake market
processes to contract a panel of
qualified suppliers to undertake
capital works for next three year

period

i15
QLDC creates a proactive

supplier "marketing” programme

i16
QLDC initiate regular regional

reviews of key supply lines

i17
QLDC align BERL cost inflation
indices with the three year

programme

i18
QLDC increase participation in
national and internatonal

infrastructure forums

delivery and buildabi

i19
QLDC creates a partering,
programme focussing on
issues in

athree year planning period

<4

i-20
QLDC increases its capacity to
manage significant suppliers and
contracts

i21
QLDC increases its competency.
to measure and capture supplier
perforamnce against agreed hard
and soft measures at lowest
TCO*

i-22
QLDC creates procedures that
facilitate "off contract”
discussions with key suppliers,
staffs and third parties both
individually and as peer groups

i23
QLDC creates formal review
process for milestone events of

procurement and project plans

03
QLDC maintains
sourcing strategics that
ensure best value
suppliers are wanting o
participate in
contestable processes to
deliver QLDC projects

o4
QLDC increases

its understanding
of their supply

market

05
QLDC maintains
people, policy and
procedures that enable
innovation, best
practice and best value

from its supply chains

0-6
QLDC increases
relationship and

contract management
skills to support
successful delivery of

programmes

07
QLDC maintains

performance and

tems that

knowledge s

ensure it learns from
experience, the market
and current best

practice

QLDC are
delivering a
growing capital
works programme
on time and at

QLDC LTCCP

reviews

best value

Initiative
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[Transport Planning
Manager
Denis Mander

Professional
Service Provider
(Varies)

Alpine
Project Manager

C306 C469
Part 1 Scope Remarkable
Resources Ltd Recycling

C306
Part 2 OSWS

C461
Remarkable
Recycling

Strategy implementation — delivery structure

Roading and
Parking Manager
lan Marshall

Roading
Professional
Service Provider

Reseals
Fulton Hogan

Works
Infrastructure

Designer 1
MWH

Engineering Services Manager

Mark Kunath

Designer 2
GHD

New Capital
Works
Contractors

Water Services
Manager
Paul McQueeney

Water Services
Professional
Service Provider
MWH

C330
Lakes Contract
Services

Designer 1 Designer 2
GHD [Connell Wagner|

New Capital
Works
Contractors

C370
Fulton Hogan

Quantity Surveyor
WT Partnership Ltd

Programme Manager|
Signal Management
Group

Performance
Manager
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