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Macro view of the
Projects market

Our reaction and
approach to this market

The pipeline and
tendering

Procurement




Downer Presentation Template

* The Infrastructure Market

* Pipeline certainty erodes away quickly

* Infrastructure sector is suffering
* |nvestment
* Planning and sequencing

e Collaboration

e Streamlined deliver saves 13.5% to 26.5%

* Need to be ready for bow wave of Estimating the Costs of an
. Uncertain Infrastructure Pipeline
infrastructure

#7 Infrastructure Infometrics

infrastructure, LOrg.nz




Downer Presentation Template

* The Contractors World

* Lumpy & Bumpy pipeline
* Delays to market, revenue uncertainty

* Delays even when won impacting project
cost, contractor margin

* Expensive to tender

* High risk, low margins




A balanced portfolio
approach

Provide consistent
shareholder value

Increasing services and
maintenance forward work

Increasing scrutiny on bid,
more no bids

Less risk tolerance

Collaborative
Corridor
Agreement
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Downer NZ — the numbers

 Revenue S3b

e Over S6b bid each year to feed
the beast

N R

e win rate circa 40%
* bid costs are circa 2%
e QOther overheads 6 to 7%

* 3to 4% profit

Pukekohe Station Bus Train Interchange pedestrian bridge and

station upgrades. 1

2






Our Gateway Process

Category 1, 2, and 3 BAU

Category 3 Strategic, 4 and 5

4

- Category 3 Strategic, 4 and 5 Only

tegi Devel
Identify g:ge?:? N i = Develop
Opportunity & Review Go - No Go Approval Capture
on CRM to Pursue Plan

Cenhrm

Cppoetunity &8
'

Fotentia Strategu

Opportunity Lead
Capture Lead

\ Category 1, 2 and 3 BAU Projects /

Strategy Development

Draft Win
Strategy

Challenge
Win Strategy

Progress / Refine
Win Strategy

>

Handover to Bid
Lead / Bid Kick
Off

Approval
to Prepare

Bid Lead

SUppArted by Bid Board

Endorse Win
Strategy

Review Win
Strategy

Confirm Win Strategy
& Win Themes



To Bid or not to Bid

Ref | Criteria Indicative Ratings/ Values
Category 1 Category 2 Category 3 Category 4 Category 5
A Total Contract | <$1m| $1m - $5m $5m - $30m $30m - $100m >$100m
Value
B Contract Type | Type 1 - - Type 2 -
c Design No design Design only Design and Design Design
Responsibility | responsibility or | using a construct responsibility responsibility
minor design standard and responsibility using a using a new or
element only proven design using a standard and unproven
(asphalt mix without standard and proven design design with or
design, services | performance proven design but includes without
co-ordination, guarantees without performance performance
etc). OR performance guarantees guarantees
guarantees. (with or without | (with or without
Concept and construction). construction)
pre-feasibility OR
studies
(services are Full EPC
non-binding and responsibility
will be using a
superseded by standard and
a final design). proven design
with
performance
guarantees.
D Risk Class Base - Intermediate - Elevated

15

What is the
leng-term value

Incumbents win
80% of the time

Trusted advisor
status

Knowing the
issues

Can we do the
projects?

Can we do
a quality
proposal?

Is the bid team
aligned?

Opportunity
Identified

Fits our business

plan?

@

-

We are
incumbent?
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, Team with
D Incumbent liked? {3+ %M

a's NOBID

NO BID

Know client
goals, issues & (D> Canwegetit? (D88 [ol:{»]
Impacts?
O Iy
: Can we hire
Have the people O orteamto
aEENE NO BID
& experience? experience?
Qg———O0
commitments O () 1*)
com nt &
Resources?
LY/
Committed co-
focated proposal —(J) pnoaAnLE
team?

0

-

* Incumbent could include delivery projects of similar scope for the client
>



The Pipeline and Tendering

* Tracking our historical
financial performance of
each Project by;

* value,

region,
sector,
client

contract type

Machine avoidance on the Trentham to Upper Hutt Double
Tracking project.




Early market engagement
Risk profile

Our Team

Bid Costs

Win %

Its about knowing under what
situations we perform well / poorly




Considerations for procurement

The right contract for the right project Project

Alliance

Right commercial terms (limit of
liability, design, accuracy of info,
warranties, LD’s etc) Scale,

Complexity,
Risk

Project KRAs are welcome

Recognise investment in ‘social license’

Pain at the start can be better than pain *  Dotential for Innovation, Flexibility Required, Client
at the end Involvement, Supply vs Demand, Programme Constraint

Figure 1: Delivery mode! selection graph - adapted from NZ Transport Agency (2014)

11
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Considerations for procurement

Downer |

Realising value from
an Early Contractor
Involvement (ECI) process

Collaborative
Contracting

Based on our knowledge of the project
drivers and outcomes

Matrix Key:
L: Zero or minimal representation in contract
H: Highly represented in contract

before time
Flexibility

Delivery of project on or
Innovation (Value
Engineering)

Risk Mitigation
Collaboration & Best for
Project Decisions
Commercial Tension
Transparency of Cost
Performance
Management

Traditional Lump Sum (e.g. NZS 3910)

Traditional Measure and Value (e.g. NZS 3910)

Other Measure and Value (e.g. NZS 3916)

Other Measure and Value (e.g. NEC 3 ECC —
Option B)

Target Out-turn Cost (e.g. NEC 3 ECC — Option
C Target Price)

Collaborative Partnership
under a Target Outturn Cost
(TOC) Model

Design and Build (e.g. NZS 3910)

Alliance (Bespoke conditions of contract)




summary
* We like;
* Project and Pipeline certainty.

* Allows us to invest in capability and capacity and
turn up to the opportunities ready to go

e (Clearrisk allocation and fair commercial terms

e Early to market collaborative contracts allows us
to bring the A team, work with the Client to
evaluate and mitigate risk and offer VE.

* In our opinion these outweigh a traditional price driven procurement

process slow to market in a high escalation environment. -
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Jenna Serfontien G U ESt S pea ke r

Senior Procurement
Manager| Rau Paenga
Limited
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Agenda

« About Rau Paenga
 Broader Outcomes

« Sector Leadership
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Before Rau Paenga there was
Otakaro

Government’s central Christchurch quake
regeneration agency

« Broad infrastructure programme

« Value in preserving Otakaro’s infrastructure
delivery capabillity
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* Repurposed as a nationwide provider of delivery
support services




he Problem

Many Govt agencies don’t routinely build things
No in-house delivery teams, tools and processes

Occasionally they deliver significant infrastructure
projects

The risks are significant




he Solution

We provide a ready-to-go project team

We undertake complex, high-value procurement
activity

Experience to manage delivery challenges

There is no obligation to use our services




Simple, effective and free

The project owner (agency) retains control through
Its governance tiers

We manage the contractor relationship
Our service is free to Project Owners

We develop a delivery agreement with Project
Owners




A compelling value proposition

We can support business case development

We can support and manage the Project Owner
with the functional brief and concept design outputs

We will then procure and manage the detailed
design and procurement activities beyond

We will support the Project Owner’s engagement
with central agencies and Ministers
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Mgt

“The secondary benefits
that are generated by the
way a good, service or
works Is produced or

delivered.”

32
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Public Value

Good quality

A fit for purpose solution that
delivers your needs

Effective Efficient

Meets Delivered
objectives in the
right way

Good outcomes

Seek to secure Broader Outcomes in all your
procurement activities and ensure you have
included Broader Outcomes in designated
contracts (Rule 16)

Economic

Market /
supplier / skills
development

Environmental

Fewer negative
/ more positive
impacts

Social

Benefits to
targeted
groups

Cultural

Partnering
with Maori

Good price

Consider costs across the
whole life of the contract

Up front Ongoing
price and end of

life costs

Source: Government Procurement Rules 4" edition

Limited

Rau Paenga

Crown Infrastructure
Delivery



Construction Skills and Training

« Government procurement rules
» Weighted evaluation question about skills development and training practices

» Must conduct sufficient monitoring to ensure this is delivered




Progressive Procurement Policy

8% of all contracts awarded to Maori businesses
* Reported to MBIE twice annually

 Subcontracts can be considered




Current State Future State

* Information promised at RFP  Written into project objectives/outcomes
e Little VISIblllty of the direct impaCt . Reported to project governance

* Benefits measured
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Sector Leadership

Sector Leadership Consultation

Identified high spend areas

Construction/Infrastructure first

Engagement ongoing




Next steps

 Determine final SL functions

 Identify responsible agency/agencies




Thank you

Limited
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Crown Infrastructure
Delivery



Marc Fountain

Chief Rainmaker |
Rainmaker

Guest Speaker



A ‘How a closer
. look at Value

@ can help build %3
=" your PiPEIine E .

Marc Fountain
Chief Rainmaker
Rainmaker Consulting Ltd

Christchurch : November 22 2023
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Traditional VFM framework

Time

Value is in >
the eye of t

B the beholder. .o




We’ve been thinking
about value in

triangles for the last m
80 years!

SAFETY

BATTERY LIFE




More Subjective/Personal/Emotional

i 5: Inspirational *
Value Pyram|d: nsplratlona va_«w

Hope

B2B Elements of Value

Social
responsibility

. CAREER
Developed by: N (e .
° L =
Ba I n & CO m pa ny 20 18 Network Marketability Repuiational
4 o I n d ivi d TF) I expansion assurance
Detractors Passives Promoters *
12 3 4 5 6]7 819 10 PERSONAL
Not at all likely Extremely likely % ‘ ﬁ ’ ! ‘
NPS = % of PROMOTERS (9 and 10) - % of DETRACTORS (1 to 6) X : )
Design & Growth & Reduced Fun &
aesthetics development anxiety perks
PRODUCTIVITY ACCESS RELATIONSHIP
. N
$ 8 s @ &
Time savings Reduced effort Availability Responsiveness Expertise
. 2o /
@ iy | (#) A x
3 : Ea Se of Doi n g B u si n ess Digges?.ssed Information Transparency| Variety |Commitment Stability Culft#ral
W (e (&) (M) (tad) [em 04 Ve (@
Orge;nization * Connection . Configurability Risk éeach Flexibility Component
Simplification Integration reduction Quality
OPERATIONAL STRATEGIC
i ECONOMIC -RERFORMANCE
Most focus energies on these bottom 2 levels | |
o (R C - v
Improved Cost Product Scalability Innovation
top line reduction quality
" [ . [yl @ o .(/“\/«
1:Minimum Entry © : E] %,
Meeting Acceptable Regulatory Ethical
specifications price compliance standards

More Objective/Quantifiable/Rational



PURPOSE

So what might a

Construction Project ORC
Value Pyramid look like? -

responsibility
[ hyied *

i35G E =

. . Network Marketability Reputational
4: I n d ivi d ua I expansion assurance
Based on a selection of NZ+AU Rainmaker - PERSONAL.
Consulting infrastructure sector Client x -
Design & Growth & Reduced Fun &

Relationship Surveys asking: aesthetics development anxiety perks
- What does VFM mean to you? PRODUCTIVITY ACCESS RELATIONSHIP
. = D\ s
- Other than price, how could your ¢ ¢ = © U
Time savings  Reduced effort Availability Responsiveness Expertise

perception of VFM be enhanced?

o) @ ® (G (2) (&) &

3 : Ea Se Of DOi ng B u Si n ess Dﬁ;;es?;ed Information Transparency| Variety Commitrﬁent Stability Cul%gral

\ o y -
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Organization Connection Configurability Risk Reach  Flexibility Component

Simplification Integration reduction Quality
OPERATIONAL STRATEGIC
ECONOMIC - PERFORMANCE

A B, © . B
Improved Cost Product Scalability Innovation
top line reduction quality
o 7= L] W,
L] ~
1 ° M I n I m u m E nt ry Meeting Acceptable Regulatory Ethical
specifications price compliance standards




PURPOSE

5: Inspirational

CAREER

4: Individual

PERSONAL

3: Ease of Doing Business

ECONOMIC PERFORMANCE . .
early cost mutual more than  resourcing innovation
completion reductions/ commercial q post box/ more conversations +
benefits efficiencies ‘win’  fair + candid  heavil outcomes

meeting to acceptable regulatory ethical
specs programme price compliance standards

1:Minimum Entry
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PURPOSE

5: Inspirational

CAREER

4: Individual

PERSONAL

iconic legacy - technical, functional, aesthetic

u/std + sensitivity re high performance, maintaining value-
provide  ratepayer+taxpayer collaborative  qdd focus right thru
deIinery money /.1 ihel ﬁiﬂdse:t';g:tff om to commissioning +
site teaqm Operational thought + knowled.gf: alignment  No
invisible’ interfaces leadership for specific surprises
challenges
ECONOMIC PERFORMANCE
early cost mutual more than resourcing innovation
completion  redyctions/ commercial q post box/ more conversations +

benefits efficiencies ‘win’  fair + candid  heavil outcomes

meeting to acceptable regulatory ethical
specs programme price compliance standards

1:Minimum Entry
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5: Inspirational

PURPOSE

help client’s progress enhance client’s

market

. social responsibilit leader
toward achieving resp y/ _
. - achieve broader Innovator
vision :
outcomes reputation

help achieve
cultural shift

4: Individual

CAREER
enhanced reputation:
safe hands/ gets stuff don

PERSONAL

work with best
market players

iconic legacy - technical, functional, aesthetic

choice of designer/contractor
vindicated

e

avoiding loss-of-face
additional funding

requests

high performance,

u/std + sensitivity re ) maintaining value-
provide ratepayer+taxpayer .collabo.r ative  qdd focus right thru
delivery money . /cid +hel ,;mndset right from 4 commissioning +
certainty . start handover
. : g . remove my risks
3: Ease of Doing Business managing y cultural
site teaqm Operational thought + knowled.gf: alignment  no
invisible’ interfaces leadership for specific surprises
challenges
ECONOMIC PERFORMANCE . .
early cost mutual more than  resourcing innovation
m completion reductions/ commercial a post box/ more conversations +
benefits efficiencies ‘win’  fair + candid  heavily outcomes
. . meeting to acceptable regulatory ethical
1:Minimum Entry specs programme price compliance standards
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Buyers...

Are you telling suppliers what specific attributes you’re looking for?

Have you really thought about what VFM means to you personally as well as your organisation on
specific projects? Any success or ‘failures’ from previous projects you want to replicate/avoid?
Do your suppliers know that?

Are you investing time upfront internally to nurture a shared understanding of what’s important
to you/your organisation & its stakeholders — and with the consultants/contractors right at the
start of the project?

Have you ever asked your providers what they value? And whether they think you’re good to
work with? Or how you could be even better to work with?




Providers...

Are you asking suppliers what attributes

they’re looking for in an ideal supplier?

Do you know what VFM means to them

personally as well as to their organisation for
each project you engage with them on? If not,
have you ever asked them?

Do you know how your clients perceive you in

terms of being good to work with? Or how
they rate the VFM you are delivering? If not,
have you ever asked them?



Why articulate and share a clear understanding of

what VFM means on each project?
Buyers Providers

Can save you both a world of pain later

Knowing what value elements to emphasise (with
evidence + benefits) helps your chances of being

preferred
Value element-who differs from- how differs- evidence- benefit

Ensures you are more internally aligned, can
optimise the spec & scope so all stakeholders get
a fit-for-purpose outcome

Knowing pre-award who has listened to you &
understood you best helps you decide who to
prefer

Have more confidence in your pricing (many
consultants + contractors don’t understand how
they current add value, or could add more value)
— hard to communicate that value if you don’t
know what it is

Much more likely to have a successful project
(however you define that) - and a provider who

wants to work with you again
Be strongly positioned to win follow-on work

2 final thoughts: 1. Value conversations should be a 2-way exchange...so what would a Value Pyramid for Providers look like?

2. Could having Value Pyramids for both Buyers + Providers help promote modern procurement excellence?
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Events Programme s

Construction
Clients’ Group
CONSTRUCTING EXCELLENCE

2024

FMBP National Work
stream | Virtual

Safety in Design |
Virtual

FMBP National Work
stream | Virtual

Safety in Design |
Virtual

Sharing B Learning B Innovating B Together

Northland Wellington Event Northland Wellington National Event Wellington Northland
Date: 6th Date: 3rd Date: 5th Date: 24th Date: 16th Date: 6th
Host: Host: Date:8th Host: Host: Conference Date: 4th Host: Host:

Date : TBC
Auckland Christchurch Event Auckland Christchurch Event Christchurch Auckland
Date: 13th Date: 10th Date: 22nd Date: 12th Date: 31st Date: 18th Date: 23rd Date: 13th
Host: UoA Host: Host: Host: Host: Host:
Waikato Waikato Waikato
Date: 20th Date: 19th Date: 20th
Host: Host: Host:
Bay of Plenty Bay of Plenty Bay of Plenty
Date: 21st Date: 20th Date: 21st
Host: Host: Host:
CCG Regional CCG Regional CCG Regional CCG Regional CCG Regional CCG Regional CCG Regional CCG Regional CCG Regional
Networking Events Networking Events Networking Events Networking Events Networking Events Networking Events Networking Events Networking Events Networking Events

FMBP National Work
stream | Virtual

Safety in Design |
Virtual




Your feedback is
valuable to CCG!

CCG Event Feedback

Scan QR code using your
mobile device to give us
your feedback on this
event.

Sharing B Learning B Innovating B Together



/9

a
=

Construction Clients' Group - NZ

A membership network committed to influencing and improving business performance in all sectors of
construction.

Construction - Auckland - 166 followers

Home About Posts Jobs People Events

About

Independent and client-led, the Construction Clients’ Group (CCG) focuses on improvement, innovation and
knowledge sharing through events, guest speakers and networking opportunities. We believe clients need to lead
performance improvement and to do this well, clients must grow and change to engender the supply side changes
also n ... see more

See all details

Follow us on LinkedIn

https://www.linkedin.com/company/ccginnz

CavelllL

Thank you
tena koutou

Sharing B Learning B Innovating B Together
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