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1. Purpose

Hastings District Counal (Council) spends approximately $100 million annually on a wide range of works, goods
and services that enable the delivery of commundy infrastructure, facilities and services for the communities of
Hastings District.

The scale of Council’s pracurement programme not only has a budgetary impact, but can also have a significant
impact on our local communities, our quality of life, and our economy. Council Is also accountable to its rate
payers for the manner in which it spends its funds.

Council aims to deliver the best public value for residents, recognising the potential for broader outcomes
beyond value for money.

The purpose of this policy is to:

¢ Define ‘procurement’ in the context of Counal;

*  Provide a framework to ensure consistent procurement practices across Counci;

o Align procurement with Council’s vision and outcomes as set out in the Long Term Plan.

* Define the concepts of Public Value and Broader Qutcomes, and how Counc? aims to maximise these
through its procurement,

* Highlight key legislation and policies that procurement activities must align with.

2. Scope

This Procurement Policy covers all activities associated with purchasing by, or on behalf of, Hastings District
Council. Itapplies to all employees, management, and consultants engaged to assist with procurement, elected
Council members and Community Board members,

For Council Controlled Organisations (CCOs) this policy shall only apply where Hastings District Council {as the
majority shareholder) is the controlling entity.

This policy applies to all procurement activity undertaken by Council, with the exception of:

e Acquisition of art and similar unique items of interest.

*  Employment,

e Grants and sponsorship,

e  lLand acquisition.

* Leasing of Council-owned property and the leasing of property to the Counal.

* Payments to government and regulatory bodies.

e Procurement undertaken by Council Controlled Organisations that s not on behalf of the Council.
o Tax

s Treasury and financial instruments.

*  Unsolicited proposals.

2.1. Interpretation
To assist with interpretation of this policy the following general guidance relating to these terms 15 provided,

Pubbc Value The princple of public value is not solely focused on price but is about getting the best
possible result over the whole-of-life of the goods, services or works, This includes using
resources effectively, economically, and without waste, and taking into account the total
costs and benefits (total cost of ownership), and its contribution to the results Councl Is
trying to achieve {such as social or environmental outcomes).
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Broader The concept that procurement can and should be used to support wider socal, economic,

Outcomes cultural and environmental outcomes that go beyond the immediate purchase of gocds and
SEIVICes.

Probity The quality of having strong moral principles; honesty and decency.

3.

Policy Statement

The term ‘procurement’ covers all aspects of acquiring works, goods and services, including every aspect of the
procurement lifecycle (plan, source, manage), and ends with the completon of the service contract or the
disposal or repurposing of an asset at the end of its useful life,

All procurement should:

.

Meet a justifiable and approved business purpose,

Be fully accountable and conducted within the requirements of funding agencies,

Approgpriately manage risk,

Provide the best public value over the whale of iife of the goods, service or asset,

Be conducted with integnity and in a fair and transparent manner,

Support effective competition, while minimesing relationship costs, ongomng operation costs and
consequential costs,

Allow for full and fair opportunity for local supplers,

Detiver broader outcames through the cansideration of econemic, environmental, social and cultural
impacts, and

Be within the law and in accordance with Councils legal responsibilities.

To maintain Councils integrity, accountability and probity, all procurement actiwty within Councaill must be
undertaken in accordance with this policy, performed as per the relevant processes documented in the Council
Procurement Procedures Manual (2015), and adhere to Council’s Procurement Strategy.

3.

*Counail’s rules and requirements relating to
procurament aativities,

* Qutline of Council’s procurement enviranment
and objectives, including related plans to
achieve the defined outcomes.

*Approved processes for undertaking Council
procurement activities,

Mandate and Commitment

The Procurement and Contracts Management Team [Finance! are responsible for the development and
oversight of the procurement strategy, policy and procedures for Council, The team will provide expertise,
guidance, advice and support to employees undertaking procurement in the achievement of Council objectives,
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3.2. Principles

Council applies the The Five Principles

of Government Procurement’ and takes

into consideration the Government

procurement charter and rules, as set

out inthe Government Procurement

Rufes (4th Edition) 2015, published by

the Ministry of Business, Innovaton and y.
Employment (MBIE), Council recognises e X
ths publication as providing a best

practice framework to guide Counci! in

the delivery of the best ‘public value’

through its procurement, and to drive

innovation and performance. Council s

also guided by the Government

Procurement Rules for sustamable and Indlusive procurement,

3.3. Strategic Alignment

In undertaking procurement, Council must operate within a policy framework which includes wider Council
strategic objectives and outcomes, Government and (for transport) the New Zealand Transport Agency (NZTA)
procurement rules and a legislative and regulatory framework as outlined inthe framework below,

LONG TERM PLAN = ANNUAL PLAN

NITA )
GOVERNMENT LEGISLATIVE &
. . PROCUREMENT kg »

PROCUREMENT REGULATORY
RULES - M‘“'U:‘L . FRAMEWORK
OMportation &

(Al of Couserl) All of Cownei
(Al of Counes R SANRYTRaG ( F Coeneil)

MBIE PROCUREMENT UFECYCLE MODEL

(Plan. Socrve, Manage)

3.4. Procurement Objectives
This policy sits alangside the procurement strategy, which sets out the objectives of Council's pracurement
programme,

1. Optimise public value — maximising the benefits and outcomes generated by Council’s
procurement activities, through ensuring broader outcomes are considered as part of the
procurement evaluation
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2. Support delivery of Council objectives through efficient and effective procurement — ensure ali
procurement activities are conducted in line with Council’s Procurement Principles, including the
development and maintenance of competitive supply markets.

3. Build Procurement Capacity and Capability — develop Council's procurement knowledge, systems,
processes, and resources to support efficient and effective procurement to meet and exceed
Iindustry best practice.

3.5. Public Value

When assessing procurement options, employees should use ‘public value' as a means of determining the best
outcome from funds spent.

The value factors not directly linked to price include environmental, social, economic and cultural outcomes.
These are considered broader outcomes’ and can have a profound effect on the local economy and the
welibeing of the community. Council does not place an obligation on employees to use a pracess that only
accepts the lowest quote or tender from a supplier; however, reasons for not doing so should be transparent
and justified on a ‘whole of life’ public value basis.

3.6. Environmental Considerations
As the provider of waste mansgement services to the District, Council has both a moral and operational role in
considering the impacts of procurement on the environment.

Employees should factor the following environment considerations when assessing procurement options:

*  Reducing reliance on non-renewable resourcesthrough use of environmentally sustamable matenals,

*  Minimsing destruction of natural enwronments.

*  Reducing waste throughout the product lifecycle {from sourcng to disposal) including water and
energy saving measures and minimigation of emissions or other manufacturing by-products {product
stewardship).

=  Fair use of resources to ensure no disadvantage is created within the community.

*  Encouraging sustainability innovation.

3.7. Social Procurement

Council 15 drafting & Social Pracurement strategy to support employees in delivening socal outcomes through
procurement. In addition to this, further draft policies {Te Kura Nui Maorn Relationship Framework and the
Heretaunga Ararau te reo Maori policy) will guide how Council works with mana whenua and other Maori
organisations to develop models of partnership that will ensure Maori have a continued mana whenus
Presence.

These documents should be read in conjunction with this policy.

3.8. Maori, Mana Whenua, Mataawaka
Hastings Distnct Council is commated to lifting M3ori economic and social well-being and recognising Maon
cultural values and perspectives. Procurement can make & materl difference for positive Maori outcomes
through considenng broader outcomes which include:

*  Provide employment opportunities and career pathways for Maori;

®  Support partnering or sub-contracting with iwi and hapd organisations, Maori businesses and social

enterprises; and,
*  Encourage the engagement of Maori in the design and/or delivery of goods, services and works.
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3.9. Locally-based Suppliers

The overarching requirement for Council procurement activities is to optimise public value, which includes
promotng the economic growth and wellbeing of Hawke's Bay and the Hastings District. This broader outcome
can be achieved through sourcing goods and services through local suppliers where practicable.

A 'local supplier’ is defined as a supplier of goods and services operating or based in Hawke's 8ay, and
employing and developing local pecple.

Councit will foster and encourage a viable and competitive supply market that is able to provide goods and
services now and into the future, ensuring the optimisation of public value for ratepayers and service users.

Employees undertaking procurement should choose to procure goods and services from locally-based suppliers
where:
*  The public value offered by the locally-based supplier s as good as suppliers based outside the District
and/or
*  There is a need to ensure market capacity and capability in the long-term; and/or
*  The community will benefit from selection of a local provider, through stronger commitment and/ar
local accountability, employment growth or other social benefit.

When it s practical Council will also bundle 1ts procurement activities in such a way that ensures opportunibes
for locally-based {smaller) suppliers, i.e. where itis cost effective and does not compromise efficient
management systems,

3.10. Significant Expenditure

The Hastings District Counail Significance and Engagement Policy outhines the policy of Council to determining
the significance of issues, propoesals, decisions, and other mattérs, and includes thresholds, criteria and
procedures that the Council will use in assessing which issu@s, proposals, decisions and other matters are
deemed to be sgnificant as required by section 90 of the Local Government Act 2002. It also prowides a hist of
assets which Council considers to be strategic assets,

3.11. Delegated Financial Authorities

Allemployees who make purchases, enter into financial / contractual agreements, give refunds or sign off or
approve any form of expenditure are limited in their authority to enter into a Counal procurement activity.
These limits are recorded in the Delegated Financial Authority schedule.

Employees must comply with thesr applicable financial delegations when they procure goods or services.

Employees at all levels of Delegated Financial Authority must comply with the procurement and tender award
financial procedures set outin the Procurement Procedures Manual (2015).

3.11.1. Emergency Expenditure
The delegated financial authorities identify which employees can exceed their level of financial authority for:

*  Decdared emergencies,

= Rural fire, Cwil Defence and hazardous substances emergencies.

= Emergency work to prevent immediate risk to public health, or public safety, or to prevent damage to
public property or Council assets,

Expenditure in these circumstances must be in accordance with the appropriate emergency expenditure
procedures rather than the strict requirements of the policy and the related strategy and procedures.
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3.12. Competency and Capability
Every employee, or agent, involved in & procurement process must have the required skills for the type and
level of procurement they are engaging in.

For cantracts with an estimated total value exceeding $200,000 (excluding GST) which receive NZTA funding at
least one member of the Tender Evaluation Team (TET) must have an NZTA-approved qualification.

Councils Delegated Financial Authonities Schedule® highlights what level of procurement each employee can
operate within.

3.12.1. Using Consultants to Procure on Councils Behalf

If & consultant is engaged to assist Council in a procurement process, the consultant must observe the same
ethical standards, principles and behaviours set out within this document. An employee with the appropriate
delegated financial authonty must brief and work with the consultant,

3.13. Risk Management

Risk 15 inherent in all procurement activities and has been identified as one of Council's key risk areas within the
strategic nsk register, Effectwve risk management is required to ensure that Cauncllend its ratepayers are not
exposed to sgnificant unmitigated risk and future liability, The Procurement Failure risk has been assessed by
using a bowtie risk analysis method and then captuning all the relevant threats, consequences and mitigations.

Employees shall proactively identify, evaluate and manage any risks, opportunities and issues at all stages of the
procurement process, based on the nsks identified in the bow tie analysis and summarised in Section 2.7 of the
Procurement Strategy, and in accordance with Councils’ Risk Management Policy and Framework and Risk
Management Handbook. The Risk Management Handbaok provides practical guidance to empioyees on risk
management, including a Risk Matrix for determining the level of risk, and a risk evaluation template to ensure
all areas of rsk are considered. \

Internal risk assurance audas of business practice will be performed to internal audit standard to provide
reasonable assurance that risk (s adequately managed.

3.14. Legal and Ethical Considerations
Council must act ethically and with integrity when procuring goods and services. Employees must:

Act, and be seen to be acting, in a fair, open and unbiased manner; and
=  Dbserve ethical standards, principles, and behaviour throughout the procurement process,

3.14.1. Compliance with Legisiation

In addition 10 pokey and rules, anyone involved in procurement must be aware of relevant statutes that relfate
to Local Government, contracting, and the common law of contracts. Employees must ensure they comply with
all applicable fegislation throughout the procurement process, Legslation that may apply to Counail
procurement activities includes, but s not limited to:

*  Commerce Act 1986 *  Local Authorities (Members Interests) Act
®*  Construction Contracts Act 2002 1968

®*  (Contracts and Commercial Law Act 2017 ®* |ocal Goyernment Act 2002

*  Health and safety at Work Act 2015 =  Local Government Offical Information &
*  Fair Trading Act 1986 Meetings Act 1087

*  land Transport Management Act 2003 * Offical Information Act 1982

®  Public Audit Act 2001

' Ref: PMD-01-02-19-42
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= Public Bodies Contracts Act 1959 *  Trade (Anti-dumping and Countervailing
= Public Finance Act 1989 Duties) Act 1988

®*  Public Records Act 2005

3.14.2, Consultation Obligations

Councif's governing legislation, the Local Government Act 2002, includes obligations to consult with the
community, or key stakeholders. on ‘significant issues’ (see section 3.10 of this policy). If a tender or other
procurement process might result i significant changes to the origina! contracted outcome(s) being delivered
to the community by Council, the obligations defined through community conscitation will need to be
considered,

3.14.3. Contractual Considerations

Council must comply with all relevant law on the formation and performance of contracts. Legal risks may exist
when procuring through a competitive tender or proposal process. Employees must follow the evaluation
process that was set out in the invitation or request for tender,

Council provides a suite of approved procurement contracts, however it is accepted that in someinstances a
supplier contract may be more suitable.

Where a supplier contract is used, the agreement should be reviewed by Counal’s General Counsel where any
one of the following risk factors were identified as part of the Procurement Plan;

*  High value (total financial commitment over the duration of the contract),
*  Long term {duration of contract and right of renewals), or
= Reputational risk (sensitive expenditure, limited references for supplier, new/innovative technology)

3.14.4, Public Law Considerations

Councilis a public body and as such its tendering processes can be scrutinised by judicial review. Employees
should always take into account the risk that its procurement actions and decisions could be subject to judicial
review, or @ complaint to the Ombudsman or to the Office of the Auditor General,

3.14.5, Intellectual Property Risks

Where procurement involves the purchase of intellectual property rights, such as designs, computer software
development, employees need to determine whether the intellectuzl property rights should beiong to Council
or to the suppler. Reievant factors may include the effect on the price of the contract and the ongoing sbility of
the parties to develop innovations.

Employees should refer 1o Government Rules of Procurement - Rulé 63; Intellectual Property for gusdance in
preparing a Request for Proposal or Request for Tender where intellectual property is likely to be developed or
created during the delivery of outcomes,

3.14.6, liability
When contracting for goods or services suppliers may lock to limit their liability under a contract. Employees
should take a nsk-based approach when considering an exclusion or imitation on 2 supplier’s iabiiity.

All procurement contracts should state:

* Thescope and limit of liability
*  Events that might cause liability to be incurred; and
*  Number of events to be covered.

Without a limit defined in the contract, the supplier’s hability will be determined by general law. In
circumstances where there is a limit on a supplier's liability, associated costs 1o Council should be taken into
account when considering that supplier’s goods or services.
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3.14.7. Conflicts of Interest

As part of Councils obhigation to act fairly and openly, employees must take care that decision-making cannot be
challenged on the basis of actual or potential bias and/or confiicts of interests. Conflicts of Interest may relate to
Council Officers who make decisions relating to procurement, including governance, management, operational
employees and the person approving the procurement,

Any conflicts of interest identified through the risk management process shall be handled in accordance with
the flict of In nd Gifts Policy in Hastin, st ncd ration

3.14.8, Confidentiality

Confidentiality is a common characteristic of competitive procurement processes and employees should take
particular care when handhing commercially sensitive informaton; confidentality obligations can apply
throughout the entire procurement process including after the contract has terminated or expired.

In addition to the Hastings Dustrict Council Staff Pobcy & Information Manual, section 6.12: Confidentiality,
employees must;

*=  Respect the confidentiality and sensitivity of information received in the course of thair work

= Notuse this nformation for personal gain

= Notuse confidenual information 1o influence, disadvantage, or advantage other particpants; and

= Always communicate information accurately, impartally, and in 8 manner not designed to misled, to all
interested participants.

3.14.8.1. Disclosure under Law

There are times when Council's obligations to ratepayers, under either the Official Information Act 1982 or the
Local Government Official Information and Meetings Act 1987, might override the interests of confidentiality.
These Acts mean that Counail is not able to give suppliers comprehensve assurances about the protection of
sensitive information. Note that there are relevant grounds for withholding information under those Acts, such
as unreasonable prejudice to the commercial position of a potential supplier, but these can be overridden If
there 5 greater public interest in disclosing the information.

3.14.9. Fraud and Corruption
The Council and executive management regards fraud and corruption as totally unacceptable and will apply a
‘Zero Tolerance’ approach to fraudulent behayiour, misuse of funds, or corruption.

In accordance with Council’s Fraud and Corruption Policy, employees should make themselves familiar with
Council's procurement policies, procedures and rules, particularly those which govern and guide processes and
functions in relation to their specfic role, Ignorance of the Council's procurement policies and processes is not
an acceptable excuseif a breach occurs.

3.15. Supplier Complaints
Supplier may make a complaint regarding Council’s procurement activities as per the Council’s Compliment's
and Complaints Policy. All supplier complants are managed in accordance with the Government Rules of

Procurement — Rude 50: Supplier Complaints.

3.16. Government Collaborative Contracts
There are three types of collaborative contracts commoenly used by Government which Council may choose to
join.

= All of Government (AoG) Contracts, which are developed, negatiated and managed by MBIE.

*  Syndicated Contracts where agencies work together to collectively go to market and one agency acts as

the contract lead.
=  Common Capability Contracts which are similar 1o AoG contracts but are not managed by MBIE,

Ref: [HPRM Reference} V2.0 / December 2019 Page 11 of 14
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3.17. Local Government Arrangements

Hastings District Counail is one of five Local Territorial Autharities (LTAs) within the Hawke's Bay region. The
Councils’ recognise the strengths and benefits of collaboration, and have established the Hawke's Bay Local
Authority Shared Services (HBLASS) with the goal of improving delivery of service and value in our region,

The objectives of HBLASS are to improve service and value to ratepayers, residents and counals of Hawke's Bay.

In acheeving these objectives, for some procurement-related activities Council may enter into an arrangement
with one or more members of HBLASS to:

= Access particular expertise within another LTA, for the supply of goods or services,
*  Realise potential for enhanced public value through a combined approach to market (for example
attract higher-quality suppliers, or gamn cost efficiencies through bundling).

Any such arrangement would be on a preferred suppler basis and must;

*  Bein accordance with the Local Government Act 2002,

*  Comply with the obligations imposed by the funding policies from external agencies such as where
relevant NZTA,

*  Not be anti-competitive, and

*  Provide the best public value.

Express approval must be sought from the Chief Executive to enter into any local government arrangements.

3.18. Documentation and Publication Requirements

Adeguate records must be kept of procurement decisions in'accordance with The Public Records Act 2005 and
in accordance with normal prudent business practice. Information to be retained should include decisions,
actions, minutes, reports and correspondence relating to the procurement lifecycle stages of plan, source and
manage.

Afl documentation relating to procurement should be saved to the appropriate location in Council's record
management system for a minimum of seven years.

Council will ensure its Procurement Pobcies, Strategy and Procedures are publically available and current at all
times,

3.18.1,1. New Zealand Trapsport Agepcy Documentation and Publication Requirements

Council recesves funding from NZTA to undertake some transportation projects. The NZTA Procurement Manual
Amendment 5 outlines Counal’s requirements under Rule 10.6: Documentation and Publication Requirements,
which may also mclude compliance with the Government Rules of Procurement,

Council employees will comply with the relevant rules of the NZTA Procurement Manual and the Government
Rules of Procurement.

4. Roles and Responsibilities

All Employees * Undertake all procurement actiities in line with the Procurement Strategy,
Palicy and Procedures.

Procurement *  Work to continuously impeove Council’s procurement and contract

Partnerships Manager management processes, ensuring compliance with all relevant palicy and

legislative requirements,
*  Maintain the Procurement Strategy to reflect Counal’s objectives and
budgets, and any changes to relevant policy.

Ref: [HPRM Reference} V2.0 / December 2019 Page 12 of 14
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® Ensure robust policies, procedures, and templates are available to employees
to undertake procurement within Councii principles.
* Provide guidance and support to staff to ensure compliance with Counail’s
Procurement processes,
Managers = Ensure employees are aware of thewr procurement requirements as refevant
to their role.
* Support employee development to ensure their capability aligns with the
requirements of their role.
Pravide oversight of the Procurement function.
* Review and approval of the Procurement Policy, Strategy and Procedures,

GM: Corporate

5. References

In addition to the legislation listed in Section 3.14.1, Council’s procurement and contract management function
is required to meet the obligations stated in the following Council and Government policy and funding
frameworks:

*  Government Procurement Rules
. NZTA Procurement Manual
=  Office of the Auditor General

5.1. Related Council Policies and Documentation
This policy should be read alongside the following Council palicies and documents;

®*  Hastings District Council Long Term Plany

*  Infrastructure Strategy (Ref: CP-10-1-18-46)

= Sgnificance and Engagement Policy [refer Long Term Plan — Policies)
®* Procurement Procedures (section 5 - Procurement Manual 2015)
®  Hastings District Council Opérations Manual

*  Staff Policy and Information Manual

= Protected Disclosures Policy(Staff Policy snd Information Manual)
*  Conflict of interest and Gifts policy (HDC Operations Manual).

s Puyr r licy An idelin

*  Fraud and Corruption Prevention Palicy

= Delegated Financial Authorities

*  Consultant and Contractor Engagement and Review Policy (T06)

. Man Poli Fram rk

®  Social Procurement Strategy (droft)

*  Procurement Strategy (draft)

= Te Kura Nu: Mor| Refationship Framework (draft)

*  Heretaunga Ararau te reo Maori Policy

6. Review

This policy will be reviewed every three years or at the request of Council or in response to changes to
legisiative and statutory requirements,

Ref: [HPRM Reference} V2.0 / December 2019 Page 13 of 14
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1 Introduction

This Procurement Strategy provides direction for when a decision has to be made to procure goods, services or works to
deliver on the objectives of Hastings District Council (HDC) in a way that is consistent with legislation goveming Local
Authorities.

Tha strategy covers procurement issues throughout all of Councils activities, including procurement of infrastructure and
professional services for projects funded by the New Zealand Transport Association (NZTA).

The procurement environment within which Hastings District Council operates presents a range of challenges and
opportunities including:

Pravincial location and relatively small value contracts limiting interest from contractors from out of the region.
Local contractor resource shortages.

Close proximity to four other local government authorities with similar procurement demands and programmes.
High demand for infrastructure and commercial construction services,

Increasing skill shortages n procurement and contract management (impacting on both capability and capacaty).
Responding to Governments expectations on how Hastings District Councd should conduct its procurement
activities to achieve public value and broader outcomes.

Responding to changes to Health and Safety legisiation and Worksafe guidelines and rules.

Responding to pending Government legislative changes in the management of Three Waters.

Encouraging the local supply chain to increase participation with Council,

The purpose of this Strategy & to demonstrate how Council will:

e Support the delivery of Council's strategic priorities.

e Improve public value for money.

e Address the challenges and opportunities identified,

e Improve the efficiency 2and effectiveness of pracurement procedures, including increasing capability.
e Develop effective relationships with suppliers.

* Manage procurement risk and reputation.

e Improve project procurement planning,

Thes Strategy sits alongside the vanous strategies, plans and policies of Councail to assist with the delivery of the Long Term
Plan.

The Long Term Plan 2018-2028 budgets Council expenditure of $595.6 million in 2020-21 (exclusive of internal staff costs),
forecest to decrease 10 $92.6 milion in the 2027/2028 financial year (exclusive of staff costs). These funds are invested in
achieving community outcomes to meet the current and future needs of the Hastings District communaty for good quality
local Infrastructure, local public services, and performance of regulatory functions.

In particular, this Strategy shows how Council intends to procure the work identified in the Long Term Plan and provides
information on

e the importance of procurement to achieving its overall goals and business strategy,

e delivering economic, sacial, cultural and environmental outcomes through procurement,
e the policy context within which this strategy exists,

e the types of procurement Council undertakes,

e the value and risk associated with procurement,

e the procurement environment,

e Counal's approach to delivering the procurement programme, and

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 6 of 62
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e the implementation of this Strategy.

Updates from the Previous Strategy

Thz Strategy includes some key changes, namely the separation of the prewious ‘Procurement Manual’ into three distinct
documents:

1 Procurement Policy.
2. Procurement Strategy.
3. Procurement Procedures.

Other changes include:

e Adoption of the Government Procurement Lifecyde methodology.

e Incorporation of Council’s focus on social outcomes and working with Iwi/Maori,

e Change of emphasis from 'value for money' to "public value’ and broader outcomes, to reflect wider non-
financial benefas to the community and economy that can be achieved through Council procurement.

* Inclusion of Council key procurement activities outside of the asset procurement programme.

This Procurement Strategy reflects Council’s commitment ta maximising public value through the delivery of Hastings
District Council's strategic objectives, and to the continuous improvement of procurement capacity and capability.

Review Cycle

The Strategy will be reviewed three yearly, or whenever a matenal change to Council’s procurement programme, policies,
or environment occurs or there are changes to legislative requirements set by Government.

Bruce Allan

GM: Corporate

Approvals

The Procurement Strategy was reviewed and approved by the Hastings District Counail Chief Executive on 20 March 2020,

The NZTA requires Council to have a procurement strategy that documents our long term integrated approach to the
procurement of transport sector activities funded under section 25 of the Land Transport Management Act 2003 and its
amendments. To develop a consistent and coherent strategy covering all Council actamities, Councils approach has been
to develop a Procurement Strategy and Policy for all of Council’s Groups (business units), This Procurement Strategy was
submitted to NZTA in January 2020 for endorsement.

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 7 of 62
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2 Policy Context

In undertaking procurement, Council must operate within a policy framework which includes wider Council strategic
objectives and outcomes, Ministry of Business, Innovation and Employment (MBIE) and NZTA procurement rules, and a
legislative and regulatory framework. This section will provide an overview of these policy areas, as outlined in the
framework below.

)

LONG TERM PLAN + ANNUAL

PLAN

COUNCILSTRATEGIC PROCUREMENT
(ncludes Infrastructure Strateg

Framework C\‘,rc‘. ves | Outcomen

NITA . :
G MENT SLATIVE ¢
OVERNMEN PROCUREMENT LEGISLATIVE &

PROCUREMENT MANUAL REGULATORY
RULES FRAMEWORK
= (Trarspoctation &
(Al of Copneil) y (Al of Council)
Infrastructures)

MBIE PROCUREMENT LIFECYCLE MODEL
(Plan, Seurce. Manage)

Figure 1 Procurement Policy Framework

2.1 Council Strategic Objectives and Qutcomes

The Council is required by the Local Government Act 2002 to develop a Long Term Plan (LTP) every three years. The LTP
sets out the activities and services Counci intends to pravide for a period covering 8 minimum of 10 years. This allows
Council to take a long-term view of its responsibilities while enabling it to adjust for changing financial factors and keepits
budgets up-to-date. The LTP is the bass for the Annual Plan, and is the basis upon which the Council sets rates.

The LTP also defines speafic strategic objectives and priorities, many of which directly nfluence Councilf's procurement
activities.

The Annual Plan is the Counail's budget for each and every financial year, It explains how the Council intends to finance
the activities and services it provides during that year as directed by its LTP. It focuses on the adjustments the Council
needs to make in light of the previous year's financial performance, updated financal figures, cost increases and inflation.

The Procurement Strategy addresses how the activities and services that have been identified through the LTP and Annual
Plan processas will be delivered. It addresses both the major capital projects that have been planned and also the
operational ‘business as usual’ procurements which are required.

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 8 of 62
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These themes are woven through the community outcomes Council 3ims 1o achieve as set out below:
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Figure 3 Hastings District Council Community Qutcomes
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Council’s strategic framewaork has established six broad areas of focus, as outlined in the Long Term Plan 2018-2028 that
define the priority areas for investment, as shown in Figure 2,
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Within these three categones, Councl provides the following activities aligned with the purpose of the Local Government

Act 2002;

oGl Infrastructure
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Figure 4 Council Activities (Annual Plan 2019)

2.2 Infrastructure Strategy

In developing the Long Term Plan 2018-2028, Council identified key challenges that would need to be addressed in
developing the Infrastructure Strategy. Infrastructure accounts for a significant proportion of the Council’s operating and
capital expenditure. Encompassing roads, walking and cycle paths, drinking water, stormwater, wastewater, solid waste
and community infrastructure such as parks, laneways and significant community buildings, this expenditure is essential
to transport, safety and health and has a significant impact on the physical environment. The Iinfrastructure Strategy will
heip the Council and community to make informed decisions in the next three to ten years, that position the Council to
deal with long-term decisions and investments that will occur in the next 10 to 30 years.

Asset management planning 1s guided by Counols adopted
Asset Management (AM) Policy. The AM Policy requires that
the management of assets be a systematic process to guide
planning, acquisition, operation and maintenance, renewal
and disposal of the required assets.

The provison and management by Council of the
community’s infrastructure assets is to support the delwery
of Council’s agreed strategic objectives, the service
outcomes, and the regulated requirements,

The Council has a continuous improvement approach to its
planning for key infrastructural community assets. Various
internal and external audits {e.g. NZTA, Office of the Auditor
General (OAG), other consultants) have been performed on
Councils asset planning over numerous years.

Procurement Programme.

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22

In managing the required infrastructure the
Asset Management Policy notes that Council will
take into account:

RESILIENCE

EFFICIENCY

®

Figure 5 Service Delivery Frameawork
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2.3 Strategic Procurement Framework

In setting its procurement strategy, policies and procedures, Council applies The Five Principles of Government
Procurement” and takes into consideration the Government Procurement Charter and rules, as set out in the Government
Procurement Rules (4" Edition) 2019, pubkshed by MBIE. Council recognises this pubkcation as providing a best practice
framework to guide Council in the delivery of the best ‘public value’ through its procurement, and to drive innovation and
perfarmance. Council s also guided by the Government Procurement Rules for sustainable and inclusive procurement.

HDC STRATEGIC OBJECTIVES

-

What Council aims to deliver for the Has!ings District.

PROCUREMENT PRINCIPLES
The standards by which Council will conduct its
procurement activities,

PROCUREMENT OBJECTIVES
What Council aims to achieve through its

procurement activities,
Figure 6 Linking HDC Strategc Objectives to the Strategxe Procurement Framework

231 Procurement Principles
Council applies the five overarching MBIE procurement principles:

—
| e—
Figure 7 MBIE Procurement Pringiples, adopted by HD(
V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 11 of 62
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2.4 Procurement Strategy

24.1 Objectives and Outcomes
The major focus for this Procurement Strategy is achieving "public value’, ensuring the optimum utilisation of Councils
financial resources. This approach recognises that cost alone & not the only indicator of value.

Ths Procurement Strategy has been developed to achieve the following strategic procurement objectives, In line with the
strategic directives set outin the Long Term Plan:

1. Optimise public value ~ maximizing the benefits and outcomes generated by Council's procurement
activities, through ensunng broader outcomes are considered as part of the procurement evaluation,

2. Support delivery of Council objectives through efficient and effective procurement — ensure all procurement
activities are conducted in kne with Council’s Procurement Principles, mcluding the development and
maintenance of competitive supply markets.

3. Build procurement capacity and capability — develop Council’s procurement knowledge, systems, processes,
and resources to support efficient and effective procurement to meet and exceed industry best practice.

2411 Public Value

When assessing procurement options, Council uses ‘public value' as a means of determining the best outcome from funds
10 be spent, The prnciple of public value is not solely focused on price but & sbout getting the best possible result over
the whole-of-life of the goods, services or works. This includes using resources effectively, economically, and without
waste, and taking Into account the total costs and benefits (total cost of ownership), and its contribution to the results
Council i trying to achieve {such as sooal or environmental outcomes),

Wbt g g Tvrnehins
Y I Vg _'lu,.'.

Purmanng wich Mass

Figure 8 Public Value (Government Procurement Rules (3™ Edition) 2019)

The concept of public value does not minimise the importance of achieving 3 good price {costs across the whole of life of
the contract) but encourages employees to consider a broader range of benefits that can be achieved through the
procurement of goods and services.

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 12 of 62
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24,12 Procurement Lifecycie
To achieve the procurement outcomes, Council has adopted the Government Procurement Lifecycie model, The Lifecycle
includes three key phases for best practice (Plan, Source, Manage) with eight distinct but interrelated stages.

Figure 9 Procurement Lifecyde Model - (Recoloured from MBIE)

242 Strategic Procurement Approach
Council takes a strategic approach to procurement, recognising the importance of ths function in achieving its broader
outcomes, sourcing suppliers and managing relationships to successfully defiver against LTP and Annual Plan objectives

and business needs, whilst delivering overall public value.

TRADITIONAL APPROACH
TC PROCUREMENT

STRATEGIC APPROACH
1O PROCUREMENT

Figure 10 Approaches to Procurement (MBIE)

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 13 of 62

ltem 4

Attachment 2

ITEM4 PAGE 27



Procurement Strategy

Attachment 2

This approach ensures greater emphasis on the planning and review stages (see Figure 9), This can reduce the nsk of
issues (and associated costs) in the management of the contract and relationship stage. By placing a higher emphasis on
the Review phase, this also provides benefits by providing both Council and the supplier the opportunity to share and
benefit from feedback, risk analysis and lessons learned. This also supports a focus on continuous improvement, and
ultimately, potential improvements in public vakie from future procurements,

Traditiornal opprooch to procurement - Little time is spent on planning. Effort is generally brought to bear when it comes
to approaching the market, As a consequence of insufficient analysis in the planning stages increasing levels of effort are
required through contract and relationship management. If the procurement is not reviewed there is littie opportunity to
benefit from lessons learned.

Strategic approach to procurement - Methodically work through each stage in the procurement process. The time taken
to plan, research and analyse add significant value to identifying solutions that will meet the needs. A focus on
relavenship development and management means that less time 15 spent resolving issues and more time applied to
assessing quality in delivery and identifying opportunities for cost savings and benefit gains. A strategic approach delvers
greater value.

243 New Zealand Transport Agency (NZTA) Procurement Qutcomes

As an approved organisation, NZTA pay funds from the National Land Transport Fund (NLTF) to Council for activties
approved for funding in the National Land Transport Programme (NLTP). To maintam its status as an approved
organisation, Council must meet requirements under 520 of the Lend Transport Management Act 2003, The relationship
between the NZTA and Council is further explained under Section 2.5 — Legisiative and Regulatary Framework.

In addition to Council’s objectives, this procurement strategy is required to achieve the procurement outcomes required
by the NZTA, as documented in the NZTA Procurement Manual Amendment 5 (2019). By meeting the requirements of the
NZTA Procurement Manual, Counal will also meet the applicabie requirements of the Government Procurement Rules
(4™ Edition),

Section 25 R it poats b vl potivitine
sbilary bent vilkes fot oty
Section 20 Procurement Audit &

strategy ¢ 3 monikering

Activity
ot tod

& landing

appr

Figure 11: Querall procwrement procass — from activity selection to output delivery  (Recolourad, from NZTA)

2.5 Legislative and Regulatory Framework
Council procurement s governed by a range of guidance and statutory requirements covering both subsidised and
unsubsidised work, Those of most significance are outiined below.

2351 Government Procurement Princples, Charter and Rules

The Government procurement policy framework, NZ Government Procurement Rules (4™ Edition) 7019, sets the
Government's expectations for how government agencies should approach procurement activites. It includes
procurement principles, charter, rules and best practice guidance,
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The Government Procurement Rules (4™ Edition) states that Council, a5 & public sector agency, should have policies in
place that incorporate the Five Principies of Procurement and the Procurement Charter. Councll is also expected or
encourages to apply the rules as good practice. Council acknowledges this broad framework supports accountabiity for
spending, sound business practice and better results. By gligning with the Government Procurement Policy Framework,
Council strives to be more attractive to suppliers, engage with businesses in a more productive manner, éncourage
competaive and efficient markets, and build greater trust with the Hastings District community that expenditure of rate
payer funds is well planned, sourced and managed.

The Government Procurement Rules have two complance levels when considering the NZTA Procurement Manual
requirements:

L Counol must comply with the rules for NZTA-funded projects.
2. Counol should comply with the rules for wider Council applications as they are Government-endorsed as good
practice,

252  Office of the Auditor General (OAG)

Council's procurement policies should be consistent with the principles laid out in Procurement Guidance for Public
Entiies, published by the OAG, This defines good practice such as legal implications, ethical standards and accounting for
whole of life costs.

253 tocal Government Act 2002 (LGA)

Under the Local Government Act 2002, Council must ensure Its procurement activities are carried out in an open,
transparent and democratically accountable way, The decisions it makes should be robust and defendable, and ethical
and legal considerations must always be taken into account.

254 Land Transport Management Act 2003 {LTMA)

The Land Transport Management Act 2003 sets out the requrements for the NZTA ta approve activities for funding (s20)
from the NLTF by approved orgarnisations. All expenditure must be made with an approved procurement procedure (s25),
unless exempt (by or under s26). Section 25 of the LTMA requires that these procedures are designed to obtain best value
for money spent. Figure 11 above illustrates that procurement, through an approved procurement procedure under 525,
delivers the activity approved for funding.

255  National Land Transport Programme (NLTP)

The 2018-2021 National Land Transport Programme is & three-year programme that sets out how the NZTA, working with
its partners, invests national land transport funding to create a safer, more accessible, better connected and more
resilient transport system to keep New Zealand moving.

The NLTP sets out activities that can receive funding from the NLTF under the LTMA, The NLTP must give effect to the
Government Policy Statement on Land Transport (GPS). Regional Land Transport Plans (RLTPs), developed by local
government, must also align with the GPS.

236  Te Tiriti o Waitangi/Treaty of Waitangi
Inundertakmg @ts procurement activities Council will comply with its responsibilities under the Te Tiriti o Wartangi/Treaty
of Waitangi.

257  Other legisiation
Other legisiation that may apply to Council procurement activities includes, but is not imited to:

e Commerce Act 1986 e Local Authorities (Members’ Interests) Act
e Construction Contracts Act 2002 1968
e Contracts and Commercial Law Act 2017 * local Government Official Information &
e Health and safety at Work Act 2015 Meetings Act 1987
®  Fair Trading Act 1986 e  Offical Information Act 1982
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e Public Audit Act 2001 e Public Records Act 2005
e Public Bodies Contracts Act 1959 e Trade (Anti-dumping and Countervailing
e Public Finance Act 1989 Duties) Act 1988

2.6 Health and Safety

Council recagnises its obligations under the Health and Safety at Work Act (HSWA) 2015 and as such requires all of its
suppliers to take practical steps to ensure safe work practices are emplayed. Council requires all of its suppliers to comply
with these requirements also recognising that in a contracting chain there are shared responsibiities under HSWA to
consult, cooperate and coordinate activities with supplier and contractors.

Council requires all of its suppliers to actively explore ways 10 promote best practice health and safety throughout the
procurement lifecycle, in particular ensuring the key principle of ‘health and safety by design’ is considered and met.

Itis a requirement of Council that contractors undertaking work on behalf of Council are SiteWise Green accredited.

Council’s Health and Safety team provide advice on procurement including the procurement planning stage, tender
document preparation, contractor health and safety plan reviews, and audits as appropnate.

A comprehensive health and safety training programme Is pravided to staff by the Health and Safety team and external
providers.

2.7 Risk Management Framewaork

Council is committed to managing risk to the organisation and community in an on-going and proactive manner, Effective
risk management enhances the ability of Council to achieve intended objectives and meet statutory obligations,

Councll applies an Enterprise Risk Management (ERM) approach as an integral part of its management philosophy, Within
the Council our framework is aligned to AS/NZS IS0 31000 Risk Management Principles and Guidelines.

Rk s managed in order to:

* Improve deasion making.

e Identify innovations.

e C(Clearly document risk exposure,

e Appropriately communicate and report on nsks.

® Integrate nsk management culture into our
business.

Rsk management should be embedded throughout the
procurement process and contnbute to creating a
comprehensve understanding of significant threats and
explore opportunities. This enables the minimisation of risk,
maximising opportunities for innovation, and the fair and
transparent allocation of risk.

To be effective, risk management must begin at the

procurement planning stage and continue throughout the
pracess until delivery of goods or end of service contract — 2
full life cycle approach,
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Mare information can be found in the Rsk Management Policy & Framework and Risk Management Handbook.

The application of risk management relating to construction procurement i in line with the New Zealand Government

Procurement Risk Management Construction Procurement Guide!ines (Oct 2019) V2.0.

271 Rizk Assessment « Procurament Faillure

Procurement has been identfied as one of Council's key risk areas within the strategic risk register

The Procurement Failure risk has been assessed by using a bowtie risk analysis method and then capturing all the refevant
threats, consequences and mitigations. As 3 result of that, Council has been able to assess and evaluate the level of risk
based on the following criteria (list is not exhaustive):

e Poor procurement practices resuiting in poor expenditure decisions,
e Falure in the process of identifying business needs,

e Lack of transparency,

o  Conflicts of nterest,

e Incorrect scope or ineffective evaluation process,

e Fraud or corruption

e Scope change

As a result the level of nisk was rated accordingly:

[ | nherent | Residual

Level of Risk -~ | Extreme (16) | Medium (8) N

Current Risk Description Procurement policies and practices following government best
practice are documented in the Council Procurement Manual,

which Is supported by robust templates and overseen by Council’s

Procurement Manager and Procurement Steering Group. Standing
practices are In place for tender publication, opening and approval
to ensure adequate separation of duties and control over decision
making.

272 Risk Assurance Controls

Council uses an internal risk assurance role 1o undertake reviews of business practice. The reviews are performed to an
internal audit standard, and also provide consultancy to business units to strengthen the internal control environment
designed to prowvide reasonable assurance that risk is adequately managed. This approach s bullt on the Three Lines of
Defence model recognised as good business practice,

2.8 Sustainability Considerations

Sustainability is of strategic and statutory importance to Council. The Local Government Act 2002 requires Council to take
a sustainable approach by taking into account the social, economic, environmental, and cultural wellbeing of people and
communities, the need to maintain and enhance the quality of the environment, and the needs of future generations.
Sustainability must therefore be considered throughout the entire procurement process. This is in ine with a shift in the
Government Procurement Rules (4™ Edtion) 2019 to focus on the ‘broader outcomes’ of procurement as shown in Figure
13,
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Locking ts promete
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wnemployed

Making progress
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Playing an sstive raly
= the community

Alignment with

Figure 12 Exampies of Boarder Qutcomes - NZ Govt. Procurement Rules (4th Ed) 2019 (recoloured)
Sustainable procurement means that when buying goods or services, Council will consider:

e strategies to avoid unnecessary consumption and manage demand,

e minimisng environmental impacts of the goods/services over the whole-ofife of the goods or service,
o supplers socially responsible practices including compliance with legislative obligations to emplayees,
e value over the whole-of-life, rather than just the initial cost.

Issues that impact on sustainabilty mclude:

e cdlimate change e fair pay for suppliers’ staff

e pzone depletion e economic regeneration

e optimising use of natural resources e bullding sustainable markets

e minimise use of hazardous substances e legal compliance

®  waste mmnimisation e public image protection and enhancement

e job creation e  engagement with iwi and hap U organisations,
e health & safety complance Maori businesses and social enterprises

e equality

2.9 Social Procurement

With an annual procurement programme of approximately $100 million per year (exclusive of internal staff costs), Council
recognises that procurement has a profound effect on the local economy and the wellbeing of its community. In
undertaking procurement, Council has the ability to deliver additional benefits to the community and/or meet other
strategic objectives through its supply chain, For example reducing unemployment rates, enhancing the skills of the local
workforce, or enabling the growth of local markets or suppliers.

2.10 Ma3ori, Mana Whenua, Mataawaka
Hastings District Council is committed to lifting Maori economic and social well-being and recognising Maori cuftural
values and perspectives. Socal procurement can make a material difference for positive Maori outcomes by includng
objectives that:

e Support Te Ao Maori cultural competency and knowledge within the supplier’s workforce;

o Gwe due effect to Te Tirit) o Wartangi (Treaty of Waitang:);

e Prowde employment opportunities and career pathways for Maon;
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o Support partnenng or sub-contracting with iwi and hapl organisations, Maori businesses and social enterprises;
and,
e Encourage the engagement of Maori in the design and/or delivery of goods, services and works,

Council &5 currently drafting a Socia! Procurement Strategy to support employees in delivering better social outcomes
through procurement. In addition to this, further draft policies (Te Kura Nui Méori Relationship Framework and the
Heretaunga Ararau te reo Maor policy) will guide how Council works with mana whenua and other M3crn organisations to
develop models of partnership that will ensure Mdori have a continued mana whenua presence. Council aims to make
the Hastings District a place that values Maori business and workforce, heritage, arts, culture, te rea Maori me dna
tikanga, reflected in investment confidence and economic development projects,

2.11 Application to Council Controlled Organisations
For Council Controlled Organisations (CCOs) where Hastings District Counail is the controlling entity {majority
shareholder), Council expects these CCOs to act in accordance with the principles outlined in this Procurement Strategy.

Where Counail is not the majonty shareholder, the CCQ is not requred to comply with Council's Procurement Strategy.
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3 Procurement Programme

Council's procurement programme is defined over 10 years within the LTP. The current LTP covers the period from 2018
to 2028. This section gives an overview of the major planned projects for this peried and the budgeted spend for the next
three years by category, in order to provide some context to the procurement strategy.

As part of the Long Term Plan, the Infrastructure Strategy Identified key challenges for the next 10-30 years, which are:

e Dnnking water security, treatment, availability and legislation,

*  Ageing transportation and three waters Infrastructure,

*  Modest levels of forecast population and economic growth,

* Anaging population that may place different demands particularly on transport infrastructure and park space

e Likely change in the transport sector via the advancement of non-petrol vehicle alternatives and self-drive
technology.

e Predicted effects of cimate change - particularly severity of rainfall events and impacts near our ccastiine,

* Increasing environmental standards, particularly in relation to stormwater quality and road runoff

e Earthquake prone building legislation

Specifically, the key areas of investment focus for the strategy are:

e  Water investment.

e  Municipal building earthquake strengtherng and upgrade.
e Bridge strengthening.

o Wastewater trunk main renewal programme.

3.1 Planned Major Projects

For the period of 2018-2028, the LTP identified ten key areas of investment, with budgets set to 2028, The Category Asset
Management Plans provide further analysis and detall on capital expenditure, maintenance and renewals programmes.

A breakdown of the key projects identified in the Long Term Plan are given in the table below:

Prionty Total Project Value

Three Waters

S$14.1m Three Waters
S4.8m Three Waters
Better roads $3lm Transportation
_Better bridges 59.9m Transportation
$17.6m Solid Waste
H $29.7m Transportation, Three Waters, Public Spaces
v ; $18.5m Public Spaces , Transportation, Council Facilities
Enjoyable reserves 58.7m Public Spaces
| al development S$15m Transportation, Three Waters, Public Spaces

Table | Xey Projects — Budgeted Spend (total lifetime spend)

Notes: Not all Council projects are detailed, and figures exclude infiation. All projects commenced in or prior to the 2018-
2019 Financial Year, The total value is for the life of the project. For further detail on budgeted projects for the current
Financial Year, refer to the Council’s latest Annual Plan and the relevant Asset Management Plan(s).
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3.1.1 Indicative Annuai Spend by Category

able 2 Planned Procurement Spend by Categary for Next Three Years

Spand Spend Spend
sviaM smam smsTm SSSM B a%
$6388M  $2287TM  $2251M  $3642M 30% 34%

ste Management $15.86 M $11.27M Sa1M S12.08M 10% 11%
Community Facilites & Programmes 51698 M §7.83M $7.28M $10.7M 9% 10%
Public Spaces & Buildin g 51839 M $155M  $1207M  S15.32M 13% 14%

$7.54 M S5.85M  S6OSM $6.48 M 3% N/A
S243M $2.34Mm $24M 52.39M 2% N/A
5142 M $1.25M  S121Mm SL29M 1% NA

S2.6M $283M 255 M 2% N/A
S101.9M $94.42M  $120.73M

S2.23 M

Based on the planned spend for the three years to 2023 detailed above, Council’s average pracurement expenditure by

category s shown in the Figure 14 below,

Percentage of Council Spend by Group
(3-year Average)
Planning & Regulatory 2% HR ‘8' Finance 1%

Economic Growth and Corporate 2%
Organisational Improvements
(EGO1) 5%

T rtation 28%
Community Faciities & ransportation
Programmes 9%
Public Spaces & Buldding

Assets 13%

Solid Waste
Management 10%

Three Waters 30%

l_u

Figure Average Percentage of Councd Spend by Group

The asset management areas of Public Spaces & Building Assets, Sclid Waste, Three Waters, and Transportation account

for 81% of Council’s procurement spend. The Building Assets function undertakes the maintenance of ail Counal’s

building assets which include offices as well as a wide range of facilities within the community, from rest rooms to Toitol
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(previousiy the Hawke’s Bay Opera House, currently undergoing a significant renovation project). The Community

Facilities and Programmes group is focused on the development and delivery of community programmes both from
within Council community facilmies and out in the community.

The remamning 19% of Council procurement spend is spread across the Planning & Regulatory and Economic Growth &
Operational Improvement (EGOI) groups, and the HR, Finance, and Corporate areas (incorporating Governance,

Emergency Response and the Chief Executive contingency fund).

[

3

11 Asset Management

Transportation is the largest category spend, accounting for an average of 36% of procurement within the Asset

Management group.

$70,000,000
$65,000,000
$60,000,000
$55,000,000
$50,000,000
$45,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000
$5,000,000
$.

2020-21

2021-22

Transportation

Asset Management Forecast Spend
2020-21 to 2022-23

- -~ ~ n - ~ -
o o < h o o o
4 - - & & - &
~ ™~ ~ ~ ~ ~ ~
o o o o =1 o o
~ ~ ~ ~ ~ ~ ~
Three Waters Public Spaces and Bullding
Assets

® New Works 8 Maintenance, Operations & Benewals

2020-21
2021-22
2022-23

Waste Management

V10 | Feb 2020

Figure 14 Asset Management Forecast Spend

HPRM Ref: FIN-21-3-20-22

Page 22 of 62

ITEM 4

PAGE 36

ltem 4

Attachment 2



Procurement Strategy Attachment 2

DRAFT Version 10

Table 3 Asset Management Forecast - New Works, MOR and Analysi
Maintenance,
Assst Category Y New Works Operations & % of “d“
Renewsals Avg SfYear Council  Management
Spend Spend

202021 $26.02M $37.12M

Transportation 2021-22 $6.27M $26.12M 5324 M $335M 28% 4%
2022-23 S4.47m $26,51M $3097M
2020-21 $37.67M §26.2M S63.88 M

Three Waters 202122 56.2M S16.67M §2287M S3642M 30% 3%
202223 $7.26M $15.26 M §2251M
2020-21 S4.06 M $11.81M S158B6M

Solid Waste Management 2021-22 S2TM S11.M $1127wm S1208M 10% 12%
2022-23 S.2TM ssam S9IMm

Public Spaces & Bulding 2020-21 S7.32M S11.07M $1839M

IR 202122 $53M s102M S155M S1532m 13% 16%
2022-23 $2.12M $995M $1207M

3.2 Procurement Programme Overview

321 Procurement Pasitionng

The procurement positioning matrix will be used to inform the approach to market. A high-level analysis of where each
procurement category is positioned has been undertaken. It is expected that procurement plans will include a detailed
analysis of the market at the time of procurement. This specific analysis may well dffer from the following high-tevel
analysis.

@

HIGH VALUE STRATEGIC
MANAGE PROVIDERS °

RELATIVE RISK

AL Thews Watwer (Drirdng Stzem Wartemats )
cF Comratt lauibins o vl Bociing Smrvans

01 E Crorwth & Orge ¢
L Parbs ond Russrves
LOW VALUE NON-STRATEGIC HIGH VALUE NON- STRATEGIC " Famaing & Fogivbary
LESS ATTENTION ENSUREVALUE SW Schd Wl Mimsgerrant Servben

1 Lrrnst b
e RELATIVE VALUE @

Fgure 15 Supply Positioning Matrix {Source: MBIE)
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Type of

Low value
strategic

High value
strategk

Low value non-
strategic

High value non-
strategic

Table 4 Explanation of the Supply Positoning Matrr

Agency priority |
i
Security of
service

Secarity of
service ata
good price

Maximize
efficiency in
SOUICIing
Services

Improving value
through actively
working with
suppliers to
seek efficiencies

322 Category Analysis

Description Approach
Low cost services Ensure
Strategically supply
important

Shortage of

providers

High cost services Manage

Umited number of providers
suppliers, maybe a

single supplier

scenano

Low-value/low-rsk Less
services attention
Many potential

suppliers

High-cost/law-risk Ensure
services value
Many potential

suppliers

Detailed category analysis has been completed for the following categories:

e Three Waters

e Transportation

e Public Spaces & Building Assets

DRAFT Version 10

Ammangement

Long term contracts support security of
supply

Consider developing additional capacity in
the supplier community.

Maintain a closer relationship to manage
problems proactively

Med/long term contract to support securnty
of supply

Contingency planning

Mamntain a closer, more collaborative
relationship

Standard outcome agreements of shorter
term

Standard measures, monitaring and
reporting

Closer monitering of those suppliers falling
below average standards, volumes or
outcomes

Shorter term contracts enable change to
achieve better value

On-going active sourcing for competitive
price

Less common for contracts for social services

o  Waste & Data Services {Solid Waste)
(Drinking/Stormwater/Wastewater) o Planning & Regulatory Services

e Economic Growth & Organisational

Improvement Services

e Community Facilities & Programmes

V10 | Feb 2020
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The category includes the maintenance and renewal activities for the three waters, water supply, wastewater and

stormwater

Asset Details Quantity

Mains (km)

Open Channels (km)
Retention Dams (No.)
Pump Stations (No.)
Wastewater

Mains (km)
Connections (km)
Pump Stations (No.)
Treatment Plant (No.)
Outfall (km)

Water Supply

Mains (km)
Connections (km)

Water Treatment Plants/Pumgp Stations (No.)

Table 5 Council Assets - Three Waters

Council commenced a period of significant
investment in water infrastructure in 2018, The
Havelock North Drinking Water Inguiry rased
significant issues about the way drinking water
supplies are managed and delivered not just in
Hastings, but across New Zealand, A safe and
resihent water supply within the Distnct is the
number one priority for Council, to ensure the
health and wellbeing of our communites. Counail
15 focused on ensuring it meets the new guidelines
in respect of the Health Act (1956).

Council’s programme of investment in drinking
water (to improve the level of service) is
significantly higher through to the end of the
2020-2021 financial year, with significant capital
works projects planned for completion dunng this
period.

WASLN LOURCE
FROTTTTOMN

Eratve Mbts
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THREE WATERS
Description

Sub Categories
A

Accountabiity
Category
Postioning
Relative Risk

;Sum;lmr Market

Market Summary

Locally Available
Suppliers

Procurement

V10 | Feb 2020
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The key water supply projects are of a significant scale to improve resilience, being new
infrastructure to facilitate the abandonment of the Havelock North Brookvale Bore, new reservoirs,
and the treatment of all sources with the instalfation of UV technology (in addition to chiorine) for
the main supply. Small community supply infrastructure and treatment impravements will also be
undertaken.

The key wastewater projects are the continuation of the trunk sewer rehabilitation and
replacement programme and the treatment plant upgrade works

Stormwater works projects include standalone stormwater improvements, stormwater quality
improvements and infrastructure upgrades associated with transportation projects.

The three waters programme support the Councils industrial and residential growth strategy.

Main Drinking Water Supply, Community Drinking Water Supplies, Stormwater, Wastewater

Asset Management Group
Indicative Year 2020-21 2021-22 2022-23
Spend Capital Expenditure  $37.67M 562 M 57.26M
Operational, Maintenance & Renewal 526.2M S1667 M $15.26 M
Matrix Position High Value Strategic

B The top five suppliers for the previous two years include City Care (Term Maintenance Contract),

March Construction (Havelock North trunk watermain capital works), Fulton Hogan {growth related
capital works), Monadelphous (Heretaunga Water and Te Mata water services capital works), and
Stantec NZ (professional services).

The market is dominated by two locally based national contractors Fulton Hogan [capital and
renewals) and City Care (maintenance). Medium to small contractors also provide capitzl and
renewal capability-and capacity either as contractors or subcontractors generally theough the
Council Prequalification and Performance Management System.

Contractors: Hggins, Russell Roads, Fulton Hogan, QRSIWairoa), HBRC Works Group, Drainways,
Santo Dramage, Gty Care, Advanced Plumbing, Dormer Construction, Bay View Pumps.

Professional Services: Stantec NZ, GHD, WSP Opus. Nationally available include, Tonkin and Taylor,
Good Earth Matters, Lutra, Water Testing HB, AD Reily, BECA, and smaller specialist providers
(surveyors, laboratory testing services),

Council use a prequalification and performance management system for three waters capital and
renewal works,

The risk 15 sgnificant in relation to the procurement process due to the specialised skills required
for the construction of pipelines, treatment plants and water storage reservers for the capital and
renewal programme. Given the scale of the projects, the small number of suppliers competing for
the contracts, and the limited interest ta tender from contractors outside of the region, thereis a
risk of not achieving the budgeted cost for projects.

The term water services maintenance cantract is to be retendered in 2020, The term professional
senices contract is to be retendered in 2020.
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3.2.2.2 Transpovtation

Council has embarked on a seven-year $10 million
programme 1o strengthen the bridging stock on
selected routes to cater for High Productivity Motor
Vehicles (HPMV) loadings to provide an efficient
network for the transportation of freight and forestry

loggmg,

Council % also implementing a streetlight upgrade
programme replacing existing kghts with LED
technology.

Ths category includes the maintenance and renewal
acuvities for the transportation assets.

Asset Detalls Quantity

Sealed Pavement (km) 1,301
Unsealed Pavement (km) 338
Footpeths (km) 456
Bridges (no,) 257

Off Road Cycleway (km) 19
Street Lights (no.)

Table 7 Council Assets - Transportator

DRAFT Version 10

VP4RADING
oUR BRIDGES

Future-proofing key lifelines for our
rural communities and key productivity
routes for our economy.

Council completed in 2018 the 525 million Whakatu Arterial project (Te Ara Xahikatea) to imprave the efficiency of the
region’s transportation network, a significant investment m the region’s transportation growth strategy.

gure 16 Whakatu Artenal Link dunng constructic
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TRANSPORTATION
Description

Sub Categories

Accountability

Category
Positioning
Relative Rizk

Supplier Market

Market Summary

Locally Available
Suppliers

Procurement

V10 | Feb 2020

DRAFT Version 10

Transportation manages the delivery of ongoing mvestment in the transportation network,
encompassing roading maintenance, urban and rural area wide pavement treatments, minor safety
improvements, walking and cycling pathways and supporting the Councils industrial and residential

| growth strategy.

Sealed pavement and surfacing assets, Unsealed pavement, Footpaths, Bridges and Large Cubverts,
Other structures, Drainage (culverts, sumps, surface water channels), Street Lights, Traffic Signals,
Traffic Services [signs, markings, marker posts, rails, bus shelters), Parking Assets.

Asset Management Group — Transportation

Indicative Year 2020-21 2021-22 2022-23
Spend Capital Expenditure SI1.1M S6.27 M S447M
Operational, Maintenance & Renewal 52602 M $26.12 M 52651 M
Matrix Position High Value Strategic

Top five suppliers for the previous two years include Fulton Hogan (rural maintenance and capital
and renewals programme), Downer (urban maintenance), Higgins (capital and renewal projects),
Russell Roads (capital and renewal projects) and Stantec NZ (professional services),

Term contracts are in place for road, streethights, traffic signals, roadmaking, and resurfacing works
and capital works are procured on an individual or combined basis in most cases using prequalified
contractors for both roading and bridging projects.

Depending on the scale and complexity of the projects, there is a reasonable local supplier market
with a total of eight contractors prequalified for road construction, and s for bridge canstruction.

Contractors (Road Construction): Higgins, Russell Roads, Downer, McNatty Construction, Fulton
Hogan, QRS (Wairoa), Drainways, Phoenix Contracting, Berkett, Roadrunners.

Contractors (Bridge Construction): Downer, McNatty Construction, Fulton Hogan, QRS (Wairoa),
HBRC Works Group, Concrete Structures and Lattey Civil and Precast,

Professional Services: Stantec NZ, GHD, WSP Opus, BECA, Nationally available include, Tonkin and
Taylor and smaller specialist providers (surveyors, laboratory testing services).

Council use a prequalification and performance management system for transportation capital and
renewal roading and bridging works,

Requests for tenders generally attract three tenders which is enough to provide a competitive
tendenng environment.

The scale of projects & not farge enough to attract contractors from out of the region, but this is
not seen as an issue. National companies, locally based, Higgins, Downer and Fulton Hogan can
provide additional resources from outside of the region if required,

Council has and will continue to use the invited procurement method for specialised bridge
strengthening works using the Prequalification and Performance Management for Civil
Construction system.

In 2018 Council has increased the use of the Price Quality Method of tender evaluation when using
pre-qualified contractors, which has seen a positive response from the contractors in terms of the

quality of submissions and work cutputs.

The term professional services contract is 1o be retendered in 2020,
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3223 Waste & Data Services (Solid Waste)

The Waste & Data Services team conssts of the sofid waste management team, and the asset team responsible for data
relating to Council infrastructure for Three Waters and Public Spaces & Building Assets teams. The sohid waste function

inchudes the management of:

- The Omarunui landfill, jointly owned with Napier Gty Council. Hastings District Council admministers and procures

all works, goods and serwces for the landfill, and recoups the Napter City Council share of expenses (36%).

- Henderson Road Refuse Transfer Station and Recycling Centre,

- Weekly kerbside recycling and refuse coliection services.

- Seven recycling drop-off centres (Black Bridge, Martin Place, Waimarama, Maraekakaho, Pukehamoamos,
Poukawas, and Tutira.

- Waste minimisation and education services (including community consuitation, waste strategy and
impiementation|

Note: Hastings District Councd awns the Black Bridge Refuse Transfer Station, which is leased to a private operator,

Table 9 Solid Waste Management Procurement Analysis

SOLID WASTE
Description

Category
Positioning
Relative Risk

Supplier Market

Markat Summary

Locally Available
Suppliers

Procurement

V10 | Feb 2020

Fallowing the completion of a joint Hastings District Counal and Napler Gity Council Waste
Management and Minimisation Plan (WMMP] Council, in 2019, tendered for recyding and refuse
services for commencement in 2020 The service s & significant change for the community &s the
kerbside recycling will be collected from Council supplied bins and the refuse from a Council
supplied wheelie bin,

Work has commenced on the consultation and consenting phase for the next stage of the
Omarunul landfill expansion, with the consent planned to be lodged in 2020.Construction
expenditure is anticipated to be beyond 2022-23.

l Operations, maintenance and renewals and capital works.
l Asset Management Group —Waste & Data Services Management

Indicative Year 2020-21 2021-22 2022-23
Spend Capital Expendgture  $4.06 M S0.27 M 5027 M
Operational, Maintenance & Renewal S511.81M  S11L.M $8.82 M

Matrix Position Low Value Strategic

Top five suppliers for previous two years were Green Sky Waste (kerbside recycling services),
Stantec NZ {professional senaces), Lissette (Omarunui Landfill operanons), Phoenix Contracting
{transfer stations operation) and Waste Management (kerbside rubbish services).

Council has awarded new term contracts for the management of the Henderson Road and Black
Bridge Transfer Stations in 2019 to local suppliers.

Council has tendered for the kerbside and drop-off centre recycling services and refuse collection
Servicesin 2019 for commencement in 2020.Tenderers are local and national suppliers.

Contractors: Green Sky Waste, Lissette, Phoenix, Waste Management, Fulton Hogan, Blue Bins,
Smart Environmental, J] Richards.

Professional Services: Tonkin and Taylor, Stantec NZ.

Procurement far contracting waste services s through several term contracts to ensure a
continuity of service and provide a sufficient penod for contractors to manage the required capital
nvestment. The new recycling and refuse contracts are for a 7-year term with 3-year possibie
extensions. These contracts attract both local and national suppliers.

Council also has term professional services for the Omarunui Landfill development and monitoring,
planning services and specialist technical advice provided by national suppliers.
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3.2.24 Public Spaces & Buiding Assets

The Public Spaces and Buiiding Asset Team manages the Council’s parks and reserves and Council buildings.

Hastings has 177 parks and reserves, ranging from city, neighbourhood and rural playgrounds, sports fields and parks, to

natural green spaces and road reserves. There are currently 56 hectares of sports fields, 698 hectares of reserves, 40

playgrounds, 53,000m2 of gardens and shrub beds, and some 33,000 street trees.

Council has 151 buildings on Council land. 110 of these buildings are managed and maintaned by Counal with the

remainder maintained by others. These buildings and properties have a total replacement value of over $221 million,

There are nine housing compiexes across Hastings dedicated to homing older persons in need; seven in Hastings and one

each in Flaxmere and Havelock North, The focus s on providing safe, comfortable units that allow residents to have easy

access to local services.

able 10 Public Sp

Sub Categories

Accountability
Category
Positioning
Relative Risk

Supplier Market

Market Summary

V10 | Feb 2020

aces & Bulding Assets Procurement Analys:s

This category includes the maintenance and renewal actvities for parks and reserves and buiding
assets.

Prior to 2018 the Public Spaces maintenance was undertaken by an m-house Service Delivery Unit.
This work has been outsourced and 15 being undertaken by Recreational Services through a term
contract.

The Public Spaces tesm 15 alzo responsible for the street enhancement work identified in the City
Centre Revitalsation Plan (adopted by Council in February 2019) with a budget of $18.5 million.
This involves the Central Plaza, Civic Square, Pocket parks, laneways and accessibility connections,
CBD gateway enhancements and street upgrades,

Linkage (Urban), Linkage {Ecological), Civic Space, Cultural Heritage, Open Space (Natural), Open
Space (Mantained), Public Gardens, Community Centres, Sport & Recreation, Streetscapes, Public
Toilets, Elderly housing, service buildings.

Unkage (Urban), Linkage {Ecological), Civic Space, Cultural Hentage, Open Space (Naturai), Open
Space (Maintained), Public Gardens, Community Centres, Sport & Recreation, Streetscapes, Public
Toilets, Eiderly Housing, Serwvice Buildings

Asset Management Group — Public Spaces & Budding Assets

Indicative Year 2020-21 2021-22 2022-23
Spend Capital Expenditure 5732 M $53M S2.12M
Operational, Maintenance & Renewal S11.07M  S102M $9.95 M

Matrix Position Low Value Strategic

Top five suppliers for previous two years were Recreational Services [maintenance), Hawke's Bay
Regional Council [public spaces maintenance] Downer (urban and parks works and maintenance),
Higgins Contractors (capital works), Berkett Earthmovers {maintenance works)

The top supplier list varies from year to year depending on the capital works programme and
excludes any grants to other community organisations.

The Council outsourced the Public Spaces maintenance 1o a national company, Recreéational
Servicesin 2013 under a term contract.

Street upgrades and civil works refating to playground upgrades are generally undertaken using
prequalified contractors providing a reasonable local supplier market.

A panel supply contract is in place for the supply of playground equipment.
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Locally Avallable
Suppliers

Procurement

V10 | Feb 2020
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Council has a preferred suppler list for small routine maintenance works (electricians, painters,
plumbers etc.} and tenders to the local market for capital and renews! projects.

Contractors: Recreational Services, Creations Paving, Higgins Contractors, Russell Roads, Fulton
Hogan, City Care, Downer, Hawke's Bay Regional Council, Berkett Earthmovers, and a range of
buiding capital, renewal and maintenance contractors.

Professional Services: Evergreen Landscapes, Citrus Studio, Jackson Engineering, Urbanismplus,
Stantec NZ, BECA Ltd

Procurement is through a combination of term contracts, panel supply contract and specific one-off
engagements tailored to the work scope to achieve the best publc value.

The panel supply contract for playground equipment caters for the wide variety of equipment on
the market and affords the greatest flexibility in procuring the multiple playground components.
The street enhancement programme will be procured through 8 combination of prequalified
contractors and nominated subcontractors.

Several small local suppliers are also used {surveyors, matenal supphers) and are procured by
nvited or open tender,

There is a range of specialist professional services providers available,
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3.2.2.5 Commumity Faciities & Progrommes
The Community Facilities and Programmes group manage faciities such as Splash Planet, four swimming pools, sport
centres, community and function centres, hbrarnies, art gallery, i-sites, and the Hawke's Bay arts and events centre (Totol).

The group also manages 2 range of grants available to community groups and, n some cases, individuals, all with specific
criteria designed to enhance the lives of residents through events, programmes, services, and faclity improvements,

Table 11 Communmty Facilities & Programmes Procurement Analysis

| COMMUNITY FACILITIES & PROGRAMMES
Description The group manages Council facilities and community programmes.

Council Is currently undertaking the strengthening and redevelopment of the Toitoi complex
{previously the Hawke’s Bay Opera House, Municipa! Building and Plaza) which is scheduled to
reopen in February 2020,

Sub Categories Social & Youth Development {Youth Development, Senior Housing, Community & Safety),
Community Facilities {Community Centres [2], Sports Centre, Swimming Pocls [4]), Splash Planet
Libraries [3], Art Gallery, Crematorium and Cemeteries.

Accountability Counail Facilities & Programmes (MO&R) | Asset Management Group ~ Public Spaces & Building
Assets (Capex)

Category Indicative Year 2020-21 2021-22 2022-23

Positioning Spend Capital Expenditure  50.72 M S0.47 M S0.03M

Relative Risk Operational, Maintenance & Renewal 516.26M  S7.37 M S7.25M
Matrix Position Low Value Strategic

_Supnher Market RED top five suppliers for the last two years were Gemco [Tortol), Holmes Consulting (consulting
engineers - Toitoi ), Focus Project Management (Toitai), Wavelength Water Services{swimming pool
maintenance services), Mathews and Mathews Architects{ professional Services)

The top supplier list varies from year to year depending on the capital works programme and
excludes any grants to other community organisations,

(EFTTSSTTNTIPT \With the current buoyant economy there is a shortage of vertical build contractors for capital and
renewal projects and this = not expected to change in the short term.Contractors (Capital and
renewals): Gemco, Mackersey Construction, Alexander, Stead, Simkin, Pro-Structure.

Contractors (Maintenance): Numerous small iocal contractors.

Locally Available Council has a preferred suppher list for small routine maintenance works (electricians, painters,
Suppliers plumbers etc.)

Contractors (Capital and renewals): Gemco, Mackerseys, Alexander, Stead, Simkin, Pro-Structure,
Contractors (Maintenance): Numerous small local contractors,

Professional Services: Holmes Consulting, Focus Project Management, Mathews and Mathews
Architects, Giblin and associates, Strata, Jackson Engineering, Dave Pearson Architects, Creste Ltd,
and several smaller consulting companies,

Procurement The risk is significant in relation to the procurement process due 1o the specialised skills required
for vertical bulld and specialised public facilities capital, renewal and maintenance programme.
Given the scale of some of the projects, the small number of suppiers compating for the larger
contracts, and the limited interest to tender from contractors outside of the region, there is 8 risk
of not achieving the budgeted cost for projects,

There is a range of speciakist professional service providers available,
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Planning & Regulatary Services

The Planning & Regulatory Group are pnmarily involved in activities required by statute. These activities include planning
and resource consents, building control, environmental and land use poly, regulatory policy, environmental health and
animal control. Additional to these activities the Group also undertakes parking control and is responsible for the City
Assist, Skatepark guardians and CCTV operations.

Description

Sub Categories

Acc oimlabdt(y
Category
Positioning
Relative Risk

Supplier Market

Market Summary

Locally Available
Suppliers

curement

V10 | Feb 2020

12 Planning & Regulston

PLANNING & REGULATORY SERVICES

The Planning and Regulatory Group procure mainly professional services to support Councl-wide
policy and consenting functions for building, resource and environmental health management as
well as services related to parking, security and animal control services.

] Building Consents, Environmental Planning. Policy and Consents, Environmental Health/Liquor,

Compliance, Parking, Security, Animal Control,

Planning & Regulatory Services
Indicative Year 2020-21 2021-22 2022-23
Spend Capital Expenditure - = =
Operational, Maintenance & Renewal 52.43m $2.34m $2.4m
Matrix Position Low Value Strategic

The top five suppliers for the last two years were Bannister & von Dadelszen (legal advice),
Matthew Casey (legal adwice), Mackersey Construction (urban redevelopment and upgrades),
Advanced Security (secunity equipment and maintenance), and HSM {security monitoring,
equipment and installation).

There is an established market with longstanding relationships who deliver across s variety of
discplines and specialist fields,

There are several local suppliers with the capacity and capability that provide services to the group.
The Group also uses national legal advisors as required,

The procurement approach varies from term capital, maintenance end service contracts to the
direct engagement of specialst legal advisors.

The use of professional services {e.g. legal) are often reactive to situations that anse (sometimes
beyond Council control),

Procurement risks are mitigated through hawng long-term arrangements with suppliers.
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3227 Economic Growth & QOrganisational Improvement

The Economic Growth & Organisational Improvement (EGOI) Group has a number of significant strategic projects
underway, which includes residential housing supply (Howard Street, Havelock Hills, Arataki and Lyndhurst Road),
industrial developments at Omahu and lrongate Roads, and business growth projects which included attracting Quest
Hotels and NZ Police headquarters to the central city, As strategic projects, procurement is heavily focused on
professional services for strategy development, peer reviews and legal adwce,

The most significant area of spend for EGOI relates to information systems. Recent projects have focused on delivery
improvements in efficiency {Records Management System) and delivening savings through sharing of costs with other
loca! government authorities from the region (for example, the new website developed with HBLASS partners, which won
Best Digital Project at the 2018 Association of Local Government Information Management Awards and delivered cost
savings through a joint approach to market}),

Other areas of sgnificant spend nclude electricity, fleet vehicles and office supplies which are procured through All of
Government (AoG) contracts, and the marketing and communications function (incorporating design, print, advertising
and distrbution costs).

abie 13 EGOI Procurement Analysis

DMIC GROWTH & ORGANISATIONAL IMPROVEMENT

. The Economic Growth & Organisational iImprovement (EGOI) Group works in partnership with
other parts of the organisation and the community to promote Council’s vision and achieve key
outcomes. it 1s focused on strategic projects to fanlitate economic growth, connecting Council with
its community, and working to continuously improve the efficiency and effectiveness of internal
operations.

Sub Categories Marketing & Communications, Customer Services, Strategic Projects, Economic Development,
District Development, Democracy & Governance Services, Risk & Corporate Services, Information
Services, i-Sites.

Accountability Economic Growth & Organisational improvement

Category Indicative Year 2020-21 2021-22 2022-23
Positioning Spend Capital Expenditure - - -

Relative Risk Operational, Maintenance & Renewal 57.54m $5.85m $6.05m
Matrix Position Low Value Strategic

Supplier Market The top five suppliers for the last two years were Datacom System (IT systems), Spark Digital (IT
Systems), Technology One (IT Systems), Hawkes Bay Regional Council (Coastal Hazards Strategy),
and Fujl Xerox (printer services),

(EEISST L EL  EGOIl undertake & diverse range of functions and as such the type of specialist assstance required
from the market vanies accordingly. The demand 15 met by both national and local suppliers.

Locally Available There are several local suppliers for IT suppert services and professional services as well as national
Suppliers IT system and professional services suppliers.

Procurement The procurement approach vanes from term capital, maintenance and supply contracts to the
direct engagement of specialst legal advisors.

The use of professional services (e.g. legal) are often reactive to situations that arise (sometimes
beyond Council control),

Procurement risks are mitigated through having long term arrangements with suppfiers;

EGOI also procures goods and services using AoG arrangements and working with neighbouring
local authorities,
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3.3 Planned High Risk or Unusual Procurement Activities
There are no procurements planned by Council that would appear unusual for a lecal government organisation.

There are currently four projects which present a high-nisk to Council at some point of the procurement lifecycle.

Drinking Water — due to the scale or skill complexity of certain stages of this project, the ability to attract several suppliers
at a reasonable cost presents a risk 1o achieving timelines for project delivery, and significant financial risk to budgets and
compkance. Failure to deliver the required improvements to meet nationa! drinking water standards also presents a
reputational and risk. The driving nsk for instigating this project 15 a public health risk, which remains until key stages of
the project are completed.

Three Waters Maintenance and Operations Contract — The Three Waters maintenance and operations term contract is 1o
be retenderaed in 2020.Council has undertaken @ number of site visits to other Councils to observe current practices to
Inform the contract scope, term, and supplier selection decision making process.

The contract will also need to consider the national and regional three waters review and pending regulatory changes and
include the flexibility in the contract to be able to respond to any changes.

Solid Waste Management - Under the Waste Management and Minimisation Plan, Council will be changing from a bagged
rubbish collection service to a wheelie bin senice, and a new recycling service in 2020, The change to kerbside services
will have an impact on customers (in what they pay Council] and on suppliers who offer private wheelie bin services for
general waste collection. The change to a Council-funded wheeke bin refuse service and new recycling service presents a
reputational risk as the community adjusts to the new service. The contracts have been awarded so the risk 15 now inthe
planning and implementation of the new service.

Bridges — New rules introduced by Government have changed the aliowable dimension and weight limits for vehicles on
New Zealand roads. The updated rules came into effect I February 2017, This rule permits increased weights for public
transport vehicles, specialist vehicles and longer trucks. Council has assessed all bridges against the new weight limits, and
bridges not able to meet the requirements for the heavier weight imit were signposted with weight restrictions in
December 2017. Council has prepared and commenced the implementation of a seven-year bnidge structural
strengthening programme in response to the changesin legislation. Failure to secure suppliers to deliver this programme
within budget will restrict productivity and impact on the economy,

Earthquake Building Strengthening — Council is currently strengthening the Hawke's Bay Opera House and undertaking
waork to strengthen the Municipal Building as part of the Opera House Precinct Project to ensure the buildings meet the
Building (Earthquake-prone Bulddings) Amendment Act 2016. It1s enitical the procurement process ensures contractors
have the skills, capability and capacity to complete the buildings to code, 1o ensure the buildings can be enjoyed safely by
the community.

Asset Management Professional Services Contract - The Asset Management professional services term contract is to be
retendered in 2020, Council s currently considering the scope, term, delivery approach and supplier selection method.

Itis kkely that 2 panel approach with two suppliers will be taken to aid market tension and capacity development. In
adopting this approach Council needs to consider the risk of spreading the programme of works too thinly and in doing so
reduce the ability for supply partners to invest in ongoing development.

A supply panel delivery model is defined by NZTA as an advanced delivery model and as such canonly be used with the
Transport Agency's prior written approval under 525 of the LTMA.
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4 Procurement Environment

4.1 Analysis of Supplier Market

Council expenditure is heavily weighted towards the Asset Management Group, which comprises Transportation, Three
Waters, Solid Waste, and Public Spaces & Budding Assets.

Trends in expenditure are influenced by individually significant projects or programmes, for example, the strengthening of
the Toitoi Hawke's Bay Arts and Events Centre, the water supply capital works strategy, bridge strengthening programme,
landfill development, and iong-term maintenance and services contracts.

Core functions of the programme can be undertaken by the local supplier market with specialist expertise sourced
nationally, For asset management, the suppliers are a mix 6f small to medium-size suppliers and larger multinationals who
have a strong presence in Hawke's Bay. The larger companies can draw on their national expertise to undertake
technically specialised projects with regards to both physical works and professional services.

The Council has experienced an increasing programme of work and the capacity and capability of the market to deliver
the programme 15 a concern. Ths increase s planned to continue and requires a greater emphasis on procurement
strategy development and procurement planning.

The region continues to expernence a vibrant market with a continued high level of residential, commercial and industnial
development which is affecting the capeaty of the professional service prowiders and contractors.

The national skill shortage in the construction industry is evident in Hawke's Bay and Council is experiencing an increase n
construction costs due to the combination of this shortage and the local current market conditions, This is particularly
evident in the Three Waters construction industry where all contractors find it difficult to employ skilled staff.

There are four other Territarial Local Authorities {TLA) in the region (Napier City Counal, Central Hawke's Bay District
Council, Wairoa District Council and Hawke's Bay Regional Council) and NZTA with similar procurement demands, which
can limit the number of tenders/responses and increase costs.

The establishment of Hawke's Bay Local Authority Shared Services (HBLASS) has enabled Council to derwve greater value
through their procurement across some areas of the organisation such as 1T services and fuel. While the Councils do
attempt to coordinate procurement for asset management projects, the nature of the programmes of work can limit the
opportunity for this to occur (., complexity, flexibility restricted by seasonality/weather, funding constraints, the nature
of the project and impact on the community).

Professional services are outsourced with a relatively small percentage undertaken in- house, For professional services,
Council spent approximately 529 million on professional services over the previous three years, of which 77% was spent
by the Asset Management Group. The main engineering professional services provider for the Asset Management Group
is Stantec NZ through a term contract which runs threugh to June 2020. Stantec NZ accounts for approximately 73% of
Council’s professional services spend within the Asset Management group. Council is currently considenng the
procurement options for the next contract and will be taking into account the balance of in-house versus outsourced
services and the sustainability of the supplier market.

The relative geographical isolation of Hawke's Bay limits the range of suppliers with the resources and expertise to handie
large programmes of work. The region has not seen many variations in supplier numbers from year toyear. The relatively
smail value physical works contracts limit the interest in contractors from outside of the region to either tender for work
or to establish a base in Hawke's Bay,
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Council has several maintenance and term contracts; the current Asset Management Group contracts are hsted in
Appendix 7.1.

Council & currently considering the procurement strategies for engineering professional services and Three Waters
maintenance which will be awarded in 2020,

It 1s through a combinaten of term and project-specific contracts that Counal encourage a competitive environment
Project-specific contracts are procured either through invited or open tenders. Suppliers have the opportunity to be
Council's preferred supplier for a range of goods or services or prequalified for aivil infrastructure works as well as
participate in an open tender procurement.

Council will continue to assess the impact of the procurement approach selected on the local market by thorough
procurement planning, to ensure the best opportunity is made available for suppkers to tender,

4.2 Analysis of Current Procurement Spend and Profile

Over the previous three years, Council has spent an average of 5114 milion on procuring goods and services. 76% of this
is through the Asset Management Group, with transportation being the largest area of spend, accounting for 31% of all of
Council’s procurement spend, and 41% of the Asset Management Group spend.

Table 14 Analysis of Counal Spend by Category - Previous 3 Years

Three-Year Average

Category 2016-17

Transportabon : S35.9M 3% A1%
Three Waters 531.49M 28% 36%

S1641M $12.5M 11% 14%

Econamic : o 56,28 M 503 M $55M 5.63M 5% N/A
Improveme

$2.62M S401M $5.48 M SA04M a% N/A

51.05M S14M sLaMm s1.2am 1% N/A

547 M $293M $2.99 M $38M 3% /A

$10125M S119.01M $122.38M snam
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Average Category Share of Council Procurement (Previous 3 Years)

HR & Finance 1%
Comporate 5%

Planning & Regulatory 3%

Economic Growth and Organisational

Improvements (EGOI) 6%
Transportation 35%

Community Facilities &
Programmes 8%

Public Spaces & Budding
Assets 13%

Solid Waste
Munagement 6%

Three Waters 23%

gure 17 Average Category Share of Counail Procurement {Previous 3 Years)

Outside of transportation, key projects that have impacted on asset management spend have been the drinking water
Investment strategy (LTP budget $47.5m) and the Hawke's Bay Opera House precinct strengthening project (LTP budget
$35m), now named Toitoi Hawke's Bay arts and events centre.

Table 15 Aszet Management — Top Ten Suppliers {Last 2 Years)

3-Year fyurage

T/AW/SW Fulton Hogan 58,287,562  $11,573,700 $16,378,778 $12,080,013 23% 10%
TRW/P&R  Downer 58,639,039 59,934,436 $9,823,543  $9,465,673 18% 8%
T/AW/SW Stantec $4,584,795  $5,639,096 56,060,616  $5.428,169 10% 5%
T/AW/PER  Higgins $6,008,752 55,354,770 54,827,270  $5,396,931 10% 5%
3w City Care Ltd $3,844.829 54,852,476 $6,513,435 55,070,247 10% 4%
T/CF Gemco 5962543 $5,582,673 58,379,506 $4,974,907 10% 4%
3w March Construct - 53312618 $6,336,303 53,216,307 6% 3%
3w Monadeiphous $916,040 $7,106,178 $373,415 52,798,544 5% 2%
T Berkett $1,805,751 51,689,624 $1,727,141  $1,740,839 3% 1%

Russell Roads $1,065.901  $3,635,662 $342,683 51,681,415

Management

Over the last three years (2016/17 to 2018/19) penod, Counol has engaged approximately 2,000 suppliers each year.
However, the majonty of these have been relatively small transactions while our ten biggest suppliers having accounted
for as much a3 49% of Council expenditure (2017-18).

When the total Asset Management Group expenditure is analysed the reliance on these large suppliers is even more
dominant; 43% of Counall’s average total annual spend is with the 10 largest suppliers of the Asset Management Group.
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This is even more obvious when compared to the top ten non-asset management related suppliers, whe account for just
2% of Council’s annual spend.

The main supphers by Council group are noted in section 3.2 Procurement Programme Overview.
Outside of asset management activities, Councis key expense areas are highhghted in Table 16

Table 16 Top 10 Expense Areas for N

NON-ASSET MANAGEMENT GROUP EXPENDITURE — TOP TEN (LAST 3 YEARS) 3-Year Average

on-Asset Management Categories

Information Systems $1.98 M S1.71M $231M $20M

Parking $0.53M $1.27M 5218 M $133M 1%
Economic & Social Development S064M  S086M  S065M  S0.72M 1%
Environmental Policy 5062M  S047M  $08M $0.63M 1%
Corporate Services $0.5M $074M  S065M  $0.63M 1%
Contingency Fund $161M $0.27M - $0.62M 1%
Building Control $039M  $071M  $0.74M  S0.61M 1%
Leadership $0.64M $0.6 M $0.38 M $0.54M 0%
EM Civil Defance $0.21M  S038M  S0.88M  S049M 0%
Hastings Events. $05am  S04M S0.41M  5045M 0%

S7T65M

Total Non-Asset Management Spend

Total - MHDC Spend

4.3 Analysis of Procurement Programme Impact on other Entities

Through HBLASS and senior executive level engagement with the four other TLA's and NZTA, the District Health Board and
the Port of Napier, Council has an apprecation of the forward works programme of works of the respective organisations
and the demand on the suppliers,

The Asset Management Group host an annual civil contractor meeting where all the TLA's and NZTA present to the
contractors their upcoming annual programme and other significant ssues they face, The contractors also can present or
rase ssues.

As noted in section 4.1 there are constraints to integrating the various programmes, but this is considered wherever
possible. The recent example of the NZTA Links Road Roundabout with the Hastings District Council's Whakatu Arterial
project being programmed to ensure both weren't been constructed at the same time demonstrated coordination
between agencies for two regionally significant projects.

A further recent example of efficiency gains realised was the collaboration on the ssuing of a joint Request for Tender for
Refuse and Recyding services by Hastings District Council and Napier City Council to minimise tendering costs and
increase the efficiency of the tendering process.

The five TLA's recognise the impact their combined procurement programmes have on the region, and have moved to
create a rale “to lead, develop and mplement a strategic and sustainable procurement madel to support the councils to
meet their regional collective objectives and deliver a postive impact on economic, enviranmental, social and cultural
wellbeing for our communities”.

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22 Page 39 of 62

ITEM 4

PAGE 53

ltem 4

Attachment 2



Procurement Strategy Attachment 2

DRAFT Version 10

The role (Director, Regional Strategic Procurement) has been appointed and will commence in February 2020, The
appointee will be responsible for developing strong and effective cross-council strategic procurement jeadership,
business partner relationships with external service providers as well as key stakeholders, and integrate with business
leaders to form on-going strategic partnerships. Council will work alongside the role to mplement improvements
including the action noted in the implementation plan (section 6.1) to work with suppliers, neighbouring TLAS and NZTA
te better coordinate long-term work programmes.
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5 Approach to Delivering the Procurement

Programme

Ths section provides a high-level overview of how Council delwvers its procurement programme. Detailed information on

processes i5 available in the Hastings District Counal Procurement Procedures Manusl.

5.1 Delivery Models

Council uses & range of models to deliver goods and services in the achievement of outcomes across the orgamisation. In

selecting the appropriate service delivery madel, Council will assess the activity against:

e Complexity e Scale .
e FRisk profile e Size of supplier market

e Innovation potential e Uncertainty

e Timing and urgency e Stakeholder requirements .

The range of delwvery models that Council may use to procure goods and services are:

Delivery Model Description

Level of Council mvolvement
{including capability and
capacity)

Contract value

taged Under 8 staged approach, activities are delivered through a staged senes of separate
(LRSI IPEe il contracts (e.g. Investigate, design or construct only, sequential staged where full design

well defined and the opportunity for innovation is low,

compieted before construction commences, and accelerated staged where construction
starts with design partially completed), This is a traditional approach and widely used.

Best suited to: small to medium projects where Council wishes to maintain some form of
involvement/control over the activity, Complexity, uncertainty and risk are low. Scope s

Design and Construct A traditional design and construct {also known as Design-Build) model uses a single

completion of the previous stage,

contract to complete the detailed design and construction phases, This may also
incorporate an Early Cantractor Involvement (ECI) approach, whereby the supplier
engages the contractor after the initial investigations and seeks to maximise the value
that can be achieved from a design and construct model. The design and construct
mode! generally awards contracts as separable portions, conditional on the successful

Best suited to: medium to large projects where complexity, uncertainty and nisk are
correspondingly higher as well, More opportunity for supplier toinnavate during
delivery. Council wishes to transfer some of the risk to the supplier.

Shared Risk A shared risk delivery model uses an integrated team comprising of the buyer,

shared risk model.

the LTMA.

V10 | Feb 2020 HPRM Ref: FIN-21-3-20-22

consultants and contractors and material suppliers. The team members are incentivised
to work collaboratively and impartially to deliver what is best for the project and to
achieve high performance standards. Risk is shared by all parties— no party can win at
the expense of another, An alliance is an exsmple of & shared risk delvery model.
Council will require the necessary capabilities and resources to organise and manage a

A shared risk delivery mode! is defined by NZTA as an advanced delivery model and as
such can only be used with the Transport Agency's prior written approval under 25 of
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potential is high.

members,

the LTMA.

can apply to consultants, contractors or supphers.

demand on Council's procurement capacity.

Table 17 Council Delwery Models

Best suited to: madium to large projects where complexity, uncertainty and risk are high.
A single supplier is unlikely to be able to undertake the cantract alone. Innovation

A supplier panel delivery model appoints a group of suppliers that, as a panel, offer the
best combination of skills and experience required to deliver a specified group of
outputs. Suppliers are appointed to the panel in the first stage of this process, before the
allocation of tasks to each appointed supplier in & second stage. This second stage may
be by direct appointment or a competitive process with two or more of the panel

A supplier panel delivery model is defined by NZTA as an advanced delivery mode! and as
such can only be used with the Transport Agency’s prior written approval under 525 of

Best suited to: programmes with a succession of similar or related activities and/or the
volume of work may be too large for one supplier® to undertake, or where supplier
consistency and establshing a longer term relationship with suppliers provides value.,
This method is also valuable where specialist skills or equipment are required; there are
a number of supplers who can provide the required outputs; and/or there = an
advantage in having a choice of suppliers to select from at reasonably short notice. *This

Under & collaborative delivery model, actinties are delivered by leveraging agreements
already put In place by other organisations, including MBIE. Common collaborative
arrangements include All of Government [A0G) contracts, Common Capability Contracts
and Syndicated Contracts, and are expected to provide direct savings as well as reduce

The diagram below illustrates the main differences between the staged, design and construct, and shared risk delivery
models. As the complexity of the delivery model increases, the number of contracts decreases, which in turn creates an
opportunity to increase the speed of delivery of the project.
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5.2 Term Contracts

See Section 7 Appendx 1 for a list of current Asset Management Group Long Term, Maintenance, Operations and
Renewals Contracts.

52.1.1 Asset Manogement Term Contracts

Council procure transportation, three waters, solid waste, recycling, and building maintenance works and services
through term contracts. These contracts are competitively tendered through an open tender process. The contracts are
for a fixed term with possible éxtensions through mutual agreement based on contractor performance and at the sole
discretion of the Principal.

Examples of the type of works include roading maintenance (ruraf and urban), streetlighting, road marking, road
surfacing, underground services maintenance (water, stormwater, wastewater), Omarunui Landfill management, transfer
station management, refuse and recycling collection services and buillding services [air conditioning, fire services, Iifts,
pump stations, and cleaning.).

The benefit of term contracts such as these is that a collaborative long-term working refationship ¢an be established that
provides Council with continuity of supply.

5.2.1.2 Professional Services Term Contracts

Council procures some professional services through term contracts. These contracts are competitively tendered through
an open tender process. The contracts are for a fixed term with possible extensions through mutual agreement based on
consultant performance and at the sole discretion of the Principal.

In & term contract the consultant is required to prowde the necessary skills to deliver the scope of works including the use
of specialist subconsultants,

The Asset Management Group has contracted its engineering professional services since 2000, the scope including
strategy and policy development, planning, investigation, design, and preject and construction monitoring services, The
senaces caver transportation (NZTA-subsidised and unsubsidised), three waters, solid waste management and parks.

The benefit of term contracts such as this is that a collaborative long-term working relationship can be established that
provides Council with technical skills to deliver the programme of works.

5213 Other Term Contracts
Council procures a number of other services through term contracts, including IT software and services, fleet vehicles,
fuel, insurance, secunty, office supplies, gas and electricity.

5.3 Approaching the Market

Council choases its approach to market based on complexity and uncertainty, scale, timing and urgency, innovation
potential, risk management and the supplier market.

Broadly there are two categones of methods - Competitive Approaches and Drect Approaches. The tables below provide
anovervew the methods used by Council within these two categones,
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5.3.1 Competitive Approaches

d for Methods

Higher-value, higher risk goods and servikes, *  Request for Tender (RFT)
Invitation for all interested ®  Request for Proposal {RFP)
suppliers to tender. *  Request for Quote (RFQ)
Closed Low-valkue, low-risk goods and services. *  Verbal quote
Invitation to suitable : zﬁﬁen q‘uo;:d (RFT)

liars to tond quest for er
suppliars to tendar. s Re Fe Pwm' (RFP)
*  Raquest for Quote (RFQ)
Multi-stage Higher vakse, higher risk, complex or unique goods *  Open call for registrations /
Open invitation for all and sesvices, seeking innovation. expressions of interests (ROVs /
interasted suppliers to EOIs)
respond. *  Cosed request to shortlisted
d suppliers for proposals or

Council then assess ol tenders (RFT or RFP) e.g. the
responses and invites Prequalification system
shortlisted suppliers to
submit tenders,

& to Marke

53.1.1 Electronic Tendering

Council uses The Government Electronic Tendenng Services (GETS) to advertse tenders and manage the tender
process. The GETS system is used for managing all supplier questions and answers relating tc tender quenes.
$3.1.2 Minimum Time Periods for Tendering

The following minimum time periods are applied to the following types of procurement processes. Days are expressed in
clear business days

Minimum Time Penod

RFQ

RET/REP 15 days
ROYITP 10 days
RFT/RFP 15 days
Table 19 Minimum Time Periods for Tendernng
j Used for ‘ Methods
L e T o Very low value, low risk purchases (typically *  Three competitive quotes
supplier goods). One-off purchases, s Eectronic Purchase Order (EPO)
*  Creditcard
¢ Emergency situation
High value, low risk goods or services, ¢ Syndicated contract
*  Panel contract
Arrangement e Standing offer
*  Collaborative or duster
- arrangement
Buy selectively from a specific ﬂwt vakse, h‘h.f risk procurements where 2 Rantouct Wit Indhchnt suppler
supplier there are special dreumstances (typically
specialised professional services such as planning,
valuation, legal ete.).
Market
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5321 Financial Limits for Direct Appaintment
Council restricts the use of direct appontment to low vaiue/iow risk procurement with thresholds as outlined befow. The
use of direct appointment for professional services is 8lso capped as shown

Low
<

risk/Low Value

Contract for

ToCcurament
470,000

Direct appointment

Clasad contest $70,000

Perrvssible Uimit Increases

Group Manager Approval Upto $120,000 -

CE Approval Over 5120000 Up to 5100000
Tabte 21 Financia! Limas for Direct Appointment

The direct appointment imit for professionsl services can be extended to $100,000 in cases where the Chief Executwe's
explicit approval has been obtamed, and where it can be shown that such an approach will not compromise the level of
competition within the market,

For trensportation projects funded by the NZTA, direct appointment is permitted where the contract cost estimate s less
than or equal to the limits set out in the table below as outlined in the NZTA Procurement Manual Amendment 5, Rule
10.9,

Contract for Physical works

Direct appointment 5100000
Cosed contest $200 000 $200,000

5.4 Supplier Selection
In determining the supplier selection methed, Counail considers the relative importance of price and quality. Quality
outcomes may include broader cutcomes {environmental, social, economic and cultural). Considerations are:

e  Focus on price —all participants must meet quality requirements and the supplier is then chosen on the basis of
price.

e  Focus on both price and quality - the quality attributes of the suppliers are graded and the preferred supplier is
selected by balancing price and guality.

e Focus on quality — the preferred supplier is selected on the basis of quality, with the price being negotsated
afterwards.

54.1 Evaluation Methods

The following methods are used when selecting suppliers

Lowest Price Conforming Physical Works
The preferred supplier meets all the requirements set out in  Used for tenders falling wathin the low to low/medium risk.
the RFT/RFP/RFQ and offers the lowest-priced proposal. Profassiond! Serdess
Only be used in circumstances where the output can be very cloacly

specified, and where it can be shown to both deliver bast public
valye and meets the requiremaents as set out in the RFT/RFP/RFQ.

Price/Quality method Physical Works

The quality attributes of suppliers whose proposals meet the ;.o fo, vandors where there are specialised lavels of expertise
RFP's requirements are graded, and the preferred supplier s required to manage the risks or complexity.

selected by balancing price and quality through the use of &

formula. Professional Services

Supplier quality premiums are influenced by:
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The price estimate
Chosen non-price sttributes
How the non-price attributes are graded (the
spread of grades)
Weights given to the non-price attributes
Weight given to price.

Purchaser Nominated Price (Target Price)

A supplier selection method where the Council fixes the

price to be paid and proposals are evaluated on the basis of
quality (non-price attributes) only.

Waighted Attributes

A supplier selection model that seeks to balance the trade-
off between price and quality, Under this model, the price
and non-price attributes are weighted and graded to reflect
their relative iImportance and the preferred supplier selected
by balandng price and quality through the use of 2
weighting formula.

Direct Appointment

A supplier selection method In which the purchaser selects a
single supplier and negotiates the contract terms, Including
price,

Quality based (Brook's Law)

Where the scope of the outputs (works or services) cannot
be fully described, and the best public value will be obtained
by selecting the supplier on the basis of supplier quality
alone. There is no competition on price.

Table 22 Evaluation Methods

541 Tender Pre-conditions

DRAFT Version 10

Used where the specified outputs can be priced by the supplier and
where Council determines that best public value will be obtained by
selecting the supplier that offers the best combination of price and
quality requirements as defined In the RFT/RFP/RFQ.

Physical Works

Itis not recommended for physical works or routine professional
services engagements.

Professional Services

This method is typkally used for such activities as strategy studies,
feasibility studies transportation studies and investigstions,

Physical Works

This method s suitable for physical works but is not used when
purchasing outputs for activities funded under section 20 of the
LTMA.

Professional Services

This method is sultable for Professional Services, however this
method is not used when purchasing outputs for activities funded
under section 20 of the LTMA.

Physical Works
Direct appointment, and a closed contest Involving at least three
suppliers can only be used where;
*  There are spedfic risks that limit available suppliers ,
and/or
* It can be demonstrated that an open tender would not
add value for money.
*  Anemergency situation axists.
*  There are not enough suppliers for a competitive process,
Professional Services

Direct Appointment of a supplier for Professional Services can be
used where the value of the work is less than $25,000. However this
method should only be used In dreumstances noted above,

Physical Works
This methad is not to be used for physical works.
Professional Services

This method is generally used for high value/high risk professional
services contracts, and/or where Council has determined that best
value can be obtained by selecting the best quality supplier and then
negotiating the price with that supplier. Note, In this context, this
method does not constitute an “advanced” mechanism In NZTA
terms,

Pre-conditions (or prequalhfying cnteng) are prerequisite requirements that must be met to be considered for the
contract opportunity, The purpose of pre-condinons 15 not to imit market competition, but 1o ensure suppliers have the

minimum capability and capacity to deliver the contract.

Suppliers who meet all of the pre-conditions are then eligible to be assessed against the scored evaluation cntera.
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Pre-conditions will be included in the RFP/RFT/RFQ.

543 Non-price Attribute Evaluation
In evaluating a proposal or tender, Council uses the following non-price attributes:

Relevant Expenence The supplier's previous expenence in technical areas relevant to the cutputs being
purchased.

Relevant Skills The competence of the personnel the suppher proposes to use, with particular
regard to their skills and experience in areas relevant to the cutputs being
purchased,

Methodology The procedures or processes the supplier proposes to use to achieve the specified
end result.

Health & Safety The suppher’s ability to mammtain Health & Safety standards as required under the
Health & Safety at Work 2015,

Track Record The supplier’s record of performance relating to defivering required outcomes on
ume, to budget and to quality standards.

‘Resources The equipment, facility or mtellectual property the supplier proposes to use in
delivering the outcome,

Technical Requirements The ability of the supplier to meet the technical or functional outcomes required.

Financial Viability The supplier’s ability to fund the delivery of the outputs being purchased,

544  Nen-price Weighting
Non-price weightings are to be determined for each speciic contract and, for NZTA subsidised transportation works, must
also comply with NZTA rules. Weghtings may be a combination of percentages or on & pass/fail basis.

545 Afternatwe Respanses

In some cases, Counal may invite alternative responses to an RFP/RFT/RFQ. The RFP/RFT/RFQ must clearly state whether
alternative tenders or proposals are permitted and if an alternative must be accompanied by a conforming tender or not.
When submitting an alternative response, supphers should clearly quantdy the added value they believe the proposal
offers.

546  Tender Evaluation Team [TET)

To assess tenders, Council will establish a team with @ minimum of three evaluators which may include individuals with
technical, cultural, financial or legal experuse, depending on the project requirements, The TET team may request
additional expert advice from outside of the team during the evaluation process. Al team members are required to
complete a Conflict of Interest declaration and sign a Confidentially Agreement,

For NZTA-funded projects over $200,000 the TET must include a certified NZTA Tender Evaluator,

547 Negotiation with Suppliers

Where appropriate, Council wili negotiate with the preferred supplier(s) prior to tender acceptance or contract award.
Negotiation may be used to clarify understanding on aspects of the proposal or tender, test underlying assumptions, or to
achieve an impravement in value.

5438 Due Diligence
Council undertakes due diligence to independently verify the ability of the supplier to fully dekver the outcomes required
over the duration of the contract.

Due diligence may include:

e Reference checks e Analysis of Delivery e  Site visit {customer)
e Analysis of ownership e Analysis of Finances e Reputation research
e Qualfication checks e Site visit (to supplier) e Secunty checks
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If & serious issue arses during due diligence that cannot be resolved by the supplier, they will be removed from further
consideration and the next ranked supplier promoted to preferred status,

549  Notdication of Tender Results and Contract Awards

Council will natify all suppliers in writing of the tender outcome. All suppliers are offered the opportunity to received
feedback on their response. This is recognised as an important step for improving the quality of submissions and
supparting a competitive market.

5.5 Systems Supporting Supplier Selection

551 Prequalification and Performance Managament for Ciwl Construction
The Council prequalification and performance management system is aimed at simpifying the tender process, reducing
tendering costs, and encouraging on-going supplier performance.

Prequalification involves suppliers being assessed over & range of qualty critena and then being registered for specific
categories, complexity and size of infrastructure physical work (having four different complexay levels (A to D)),

The system is used for the majority of physical works carried out by Asset Management, where the work fits within one of
the defined prequalification work categories. For further details refer to the Hastings District Council Pre-Qualification

Manual.

Council mantains a hst of pre-qualified contractors currently for eight categories of physical works invalving, bridge,
sewer, water and stormwater construction, as well as the construction of vehicle crossings. Contractors are assessed
across a set of criteria to determine the prequaification dassfication,

Where a project does not meet the work category criteria, the approach to supplier selection for physical works is defined
In the following section Qutside the Pregualdication Scheme.

There are currently no prequalification work categones which include less than three registered suppliers at the
maximum complexity level. However, in certain situations where the number of competitive tenders received may be
limited (e.g. due to contractors other commitments or a more specialised aspect of parts of the work) then Counail may
choase to optimise public value by tendenng outside the prequalfication system.

The defined level at which work is tendered is determined by the Project Manager in conjunctian with the Engineer to
Contract,

Where prequalificaton work is bundled (e.g. roading renewals with sewer/stormwater/water categories) the
prequalification levelis the category with the highest prequalification level,

The prequaldfication system uses either the Lowest Price Conforming or Price Quality methads for supplier selection,

The system has been in place snce 2009 and in 2018 a formal review was undertaken to determine whether the system
was meeting the original objectives and delivering the intended value. The review recommended improvements to the
system including changes to the system governance, a reduction in categories from eight to five, reporting,
documentation, traning and performance management systems (to align closer to the NZTA PACE scoring system), The
improvements are currently being implemented.

The improvements to the reporting procedures emphasse the requirement to receive feedback from contractors on
issues and continuous iImprovement opportunities,

5.5.1,1 OQutsde the Prequalification System

Not all programmed work fits within the prequalfication system categories, or best public value might be achieved by not
using the system (usually due to the scale of the work, specialist skills, or because of specific risk management
requirements). These projects will be tendered using other approved methods.
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It isnot expected that the programmed standard roading, water, wastewater or stormwater physical works will fit into
this category.

55.2 Supplier Panels
Where a particular procurement is cavered by the scope of an established supplier pane! {see Supplier Panels under
Delivery Models), Council will use the panel to deliver that work.

5.6 Professional Services

Council procures professional services Council-wide, however the mast sigreficant spend relates to professional serwces
for asset management (Transportation, Three Waters, Solid Waste Management and Public Spaces & Building Assets).
Professional services are typically provided by consulting engineers in relation to strategy or policy development,
planning, investigation, design, project and contract management services,

561 Appointment of Hearing Commissioners
The appointment of Heanng Commssioners will be by direct engagement. Commissioners are accredited and will be
selected based on the requisite technical background, expenence and independence.

In accordance with the procurement pokcy, staff will ensure public value is obtained when appointing Hearing

Commissioners.

506.2  Legal Services

Engaging legal advice can range from simple transactional dealings (such as a simple registration of an easement) to more
complex htigation. Council procures legal services from a range of providers depending on the type of advice required.
Council maintains a register of legal firms based on their specialist knowledge.

5.7 Approach to Contract Management

Council adopts the MBIE approach to Contract Management. This methodology bases the achievement of successful
contract management outcomes on three ‘pillars’; relationship management, service delvery management and contract
administration. The methods associated with each pillar vary based on the nature of the relationship with the supplier as
per the procurement positioning matrix {refer Section 3.2.1, Figure 15 Supply Positioning Matrix (Source: MBIE)).

SUCCESSFUL OUTCOMES

Figure 19 Approach to Contract Management —Sourced from MBIE
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5.7.1 Refationship Management

Relationship management is a critical aspect of contract management, as & is important to develop and maintain effective
working relationships with supphers. The nature of the procurement helps define the level of relationship that is required,
as described in the Relationship Matrix diagram below.

LOW VALUE HIGH VALUE
NON-STRATEGIC NON- STRATEGIC

OUTCOME IMPACT/RISK

o lghr st bueh o0l memel by 400 tont

7o vl W bie f5 0 e

@ RELATIVE S VALUE @

Figure 20 Relationship Matroc Dvagram (MBIE)

572  Servige Delvery Management
Council monitors service delivery through regular meetings with providers, site wisits and observations and reporting, to
manage the supplier’s performance against the contracted requirements.

These actwities are used to discuss the standard of delivery, identify actionable improvements, identificaticn and
management of risks, monitoring of health & safety management, analyss of performance against objectives, and to
recognise excellence in delivery.

5.73  Contract Administration
Contract administration Includes records management, change control, management reporting and asset management.

Records management
The Public Records Act 2005, requires that Council:

e Creates and maintams full and accurate records in accordance with normal, prudent business practice. These
include records of activities carried out by contractors on Council’s behalf. Records must also be accessible in the
future

o Disposes of records appropriately through destruction or transfer to archives.

All contracts for asset management are recorded in the Contract Register, with contract-related documentation and
reports saved to Council's content management system,
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Contracts should include change-controi procedures that clearly identify the parties’ rofes and responsibilities, along with

the procedures for raising, evaluating, costing and approving change requests.

Management reporting

Performance reports and management information should be defined before and during contract negotiations and

recorded in the contract.

Asset Management

Where Council retains ownership of assets the supplier buys or uses in delivering its services {such as laptop computers),

Council retains responsibility for those assets. While the supplier has physical control of the assets, they must provide

day-to-day asset management until the return of the assets at the end of the contract.

574 Risk Management

While Councd drives a culture of risk management at all phases of procurement, there are significant risks relevant to the

successful delivery of the procurement outcomes that need to be monitared during the contract management phase

(relationship management, service delivery management and contract administration). The following table provides an

example of how the Council Risk Management Framework can be used.

(SK DESCRIPTION

CONSEQUENCES

PEOPLE ® Hoalth and Safety e  Seriousinjury
SAFETY requirements not *  Prosecution and fines
followed
FINANCIAL *  Unauthorised increase ®  Unanticpated cost increases
in scope of work ® (Contract disputes
SERV * Inadequately ® Costinoeases
DELIVERY administering the * Falure of contract
contract o Fyll benefits not achisved
® Delwvery of unsatufactory
product
¢ Contract/supply disputas
LEGAL l ¢ Commencemant of o Potential kabulity to pay for
COMPLIANCE work by the supplier unauthorised work
befors contract is ® Possibility of kegal acvon foe
exchanged or letter of percaived breach of contract
intent & issued
oN I Key parsonnal not * Progressdisrupted
available ®  loss expertise
Table 23 Examples of Risk Mitgation by Category

V10 | Feb 2020
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MITMIGATION

Audit/monitor actwity against Health and
Safety plan
Menitor regular reporting from Contractor

Ensure contract amendments are in writing
Record discussions and negotisbons
Confirm instructions in writing.

Maintain up-to-date procedures and
practices

Ensure staff are trained & in contract
planning and managemant

Confirm verbal acceptance of contract with
writtan advice

Accept all contracts m writing

Ensure approvals are receved befora
allowing work to start

Include requiremeant in specification and

ensure compliance
Accept risk and manage possible delay
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6 Implementing the Strategy

6.1 Capability and Capacity
Council recognises that a critical factor in achieving best public value is having the capability and capacity to successfully
deliver the procurement programme.

Whilst procurement is devolved across Council, a8 Procurement team has been established to provide specialist support
and guidance to staff members, and grow capacity and capability. This team is supported by specialist areas from across
the organisation (for example, Risk Management, Finance, and Health and Safety) with contracted expertise as required.

B.l1.1 Summary Analysis

The following tables provide an overview of Council's seff-assessment relating to tts procurement capacity and capability
for each stage of the procurement lifecycle. The associated actions are based on the implementation plan (Appendix 7.2)
and are subject to change based on annual review.

Assessed as having no Gaps (dentified and Significant gap(s)

significant areas for plans established for identified which expose
‘ improvement. Focus on mprovement. ‘ Counail to procurement

continuous improvement risk. Urgency required in

addressing 1ssues.

6.2.1.1 Orgamisational Capocity & Copobiity (by lifecycle stoge)

Rating and Explanation
Until recently, understanding of planning had bean limited to the Asset Managemant group,
Significant improvements have been achieved through the creation of a Procurement functon, a roll-
out of in-house training, and communication of resources and support available vis Council intranat
{InfoKete). Further training is planned acrass all Council Groups on the tools and processes.

Action(a)

Developmaent Aroa
Weaving ‘broader outcomes’ into procurement, 1. Update Procurement Procedures to align with
nduding providing guidance to employees (on all Plan/Source/Manage lifecycle, and to reflect broader
stages). outcomes [impacts all phases].

2. Review all Procurement Plans.

3. Incorporate contract risk into the Council's Risk Management
Policy and Framewark.

4, |dentify priority groups, and establish system for tracking no,
of supplers identified as @ priority group {e.g. Maori.).

5. Develop Social Procurament Strategy.
6. Ensure procurement procedures reflect the principles of the
Te Kura Nui Maori Retationship Framewaork and relevant

actions deriving from the Heretaunga Ararau te reo Mion
policy.

7. Indude section on environmental sustainability, product
stewardship/wasts minimisation n Procurement Plan,

8. Ensure environmental sustainability eritena identified in
Procurement Plan are included in tender documants.

Working with suppliers, NZTA and other TLA's to 9. Procurement Strategy and Policy updated and published on
attempt 1o coordinate the asset managemaent work internal and external websites.
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programma is an ongoing focus. Suppliers would
benefit from a longer-term view of upcoming work
to allow them to scale their operations 1o meet
demand.

Improving the quality/number of conforming
tenders to support competitive markets.

Rating and Explanation
Well astablished systerms for sourcing with a range of templates available via staff intranet. Development

DRAFT Version 10

10. Communication plan documentad for shanng of asset works
programme with supplers, ncluding longer-term works
programme {next three years),

11. Offer annual tandanng workshop to encoursge supplier

opportunitias refated to Integration of broader outcomes and ensuring competitive markets for asset
works, Tendars currently include relevant heslth & safety requirements but not working conditions.

Davelopment Area

Identdying prionty groups where broadsr
outcomes can be supported or achieved through
procurement.

Develop number of suppliers offering construction
skills training and/or youth employment
programmas.

Incdlude comphiance statement ralating to working
conditions-

Incarporating Government procurement standards
{or heating, office supplies and vehicles.

Continued focus on increasing competitiveness in
supply market for assat works programme.

| Action(s)

1. Implemant method for identifying suppliers supporting
priority groups in tender phase.

2. Investigate methods to incentivise construction supphers to
prowde skills training and/or youth emgloyment programmes.

3. Incorporate quastion refatng to construction skills training
and youth employment programmes in tender document.

4. Measura number of suppliers providing construction skills
training and/or youth employment programmes as part of
delivering outcomes.

5. Rewew all tender documaents templates to ensure a statement
of compliance with working conditions [Employment Act, HE&S
at Work Act 2015} s included.

6. Develop snvironmental sustainability palicy that sligns with
Government standards including;

o Include emission ratings when weighting
procurement of heating systems.

o Wheare possible, procure office supphes which are
recyclable, reusable or low wasts.

o Reduce fleet emissions through replacement of
fleat vehiclas with electric or hybrid technclogy
where practicable and affordable (currently actve
but natin policy).

7. Maintain menimum of three suppliers in prequalification
systemn for all work categories.

B. Identify opportunities to increase market competition for High
Risk/Migh Value procurement contracts (.. through
scheduling of work, choice of contract delivery models, and
structure of work programme).
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[November 2018},

implemantation plan.

Davelopment Area
Implement Contract Management improvements
{Crowe Howarth findings}.

Transition to a Contract Managament System to
enable better data capture, contract management
procasses, insights and analysis to better inform
future activities,

Introducing a suppliar survey to manitor Council
performance and identify opportunities for
smproyemant.

Provide greater transparency and information
through regular communication with suppliers,

Establehing standards for Relatonship
Man agement.

Develop reporting template for performance of
Procurement function,

6.1.12

Stoff Capability ond Capacity

Council’s contract mansgement, data management and contract record management are currently
completed using spreadsheets and lemited to asset management contracts, Recent improvements
include the developement of a Contract Management Manual for employees using NZS3910 conditions of
contract (August 2018) and the development of a Draft Contract Management Capabilty Matrix

10,

DRAFT Version 10

Council appointed Crowe Horwath to conduct an audit which included a review of its Contract
Managameant systems in October 2018 and June 2012 The recommendad actions are incorporated in the

Develop Contract Managemant Capabikty Framework and
Incorporate into relevant job desanptions.

Complete the documentation of Contract Management
policies and procedurss.

Develop Contract Management raporting framework.

Investigaton, development and implementation of new
Contract Managemant System,

Develop Supplier Survey for post-contract feedback and
establish benchmark.

Mest or exceed benchmark and/or average feedback rating of
7 or higher in Supplier Survey.

Establish supplier database for Council procurement
information/updates (via email).

Communication plan documented for sharing of atset works
programme with supplbers, ncluding loager-term works
programme {next three years).

Relationshup Management standards estabbshed relstive to
matrix quadrants,

Implemant reporting for support prowded (No. of Counal
departments, No. of procurement activitias),

HDC will be momitoring staff capability with the introducton of 8 matrix matching positions against procurement
requirements, and tracking of staff who have attended training relative to their required knowledge level.

Proficiency Levels

Novice - No formal training, basic familiarity with role - some knowledge of procurement practces.
Basic - Developing skills, basic training, occasiona! or new in role, - good knowledge of procurement practices,

Intermediate - Competent skils, reasonably regular in role, able to work unassisted - very good experience and knowledge

of procurement practices.

Advanced - Hghly skilled, regular in role, procurement specialist, provider of mentoring/support/training - excellent

knowledge of procurement practices and procedures,

V10 | Feb 2020
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intarmediste

Advanced
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Capability &

Explanation

Council does not currently link procurement
capabiity to job descriptions (at any capability
level), and has limited knowledge of a new
employes’s previous experience. This needs to be
captured to enable appropriate training to be
planned,
Council has just begun to monitor which
employees have attended s internal training
sessions. Currently the sessions are:
HOC Procurement 101 training.
- HOC Contract Management training.

Council has recently developed s Procurement and
Contracts Management acea on its staff intranet
{InfoKete) to support employeas with templates
and resources.

There 15 currently imited knowledge of trainng
and/or qualfications held at this level Council ams
1o busld ns knowledge of intermediate-level
employees theough developing o database of:
= No.of staff holdng Level & NZ Cartificate
n Infrastructure [Procurement
Procedures),
< No, of staff who have attended Clever
Buying courze.
- No. of staff who have attended extecnal
Contract Management traimng.

Council is aware that mare employess holding
Level 6 NZ Certificate in Infrastructure
{Procurement Procedures) are required,

Contract Management has been identified a3 an
area for improving organisational capability, and so
employes copability in this area will need to be
developed to snsure new processes and systams
are sdherad to.

Currantly there s one full-ime staff member
providing procurement and contract management
expertaa and support to Council staff. This is
currently beng assessed against organisational
needs,

As for Intermediate levels, Councl currently has no
method for montonng the capability of staff to
determine the level of Advanced practitioners. Tha
may include:

«  No, of staff holdng Level 6 NZ Cortificate
n Infrastructure [Procurement
Proceduras) and confident in
procurement.

- No, of staff with procurement as a
primacy role within job deseription, and
deemed to be experienced and confident
n procurement,

HPRM Ref: FIN-21-3-20-22
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Actions

Work with HR to assess roles for
procurement capabdity
roquirements.

Devalop procuremaent training fan
based on required capability,

Continue to support basic
knowledge with a minimum of ohe
InfoKate tip/tcol/article published
every quarter,

Refresh resources to reflect new
procuremant strategy and pelicy.
Continue to run internal training to
ensure all employees targeted for
training have attended.

Increase number of employess
trained to Intermediate level in
procurement stages of Plan,
Source and Menage (identify
target % of identified roles)
Increase number of staff with Level
6 NZ Certificate in Infrastructure
[Procurement Procedures).
Develop procuremant capabdity
framework and matrix, Framework
ta knk job deseription and DFA
Develop training framework to
plan external and external training
to align with capability
requirements (Basic to Expert).
Develop Contract Management
Capability Framawork and
incorporate into relevant job
descriptions.

Confirm reles and
responsibilities/staffing lovel for
Procurement team

Set annual target for staff holding
Level 6 NZ Certificate in
Infrastructure (Procuremeant
Procedures).

Use consultants to prowde
procurement expertise to bndge
experience knowledge gaps, and
to assess and recommaend
capability and capacty
improvements.
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6.1.1.3  Enhancing Capabiiity

To enhance long-term in-house capabilty, the Procurement team is developing and delivening in-house training for staff
relevant to their role and related procurement programme. For staff who require specialist procurement capability as
part of their rofe, including the Level 6 NZ Certificate in Infrastructure {Procurement Procedures) qualfication, required
for evaluating tenders for work programmes funded by NZTA, Council schedules relevant training.

A Procurement and Contract Management area on the staff intranet {InfoKete) provides an overwew of Council's
procurement strategy, policy and procedures, as well as links to key documents, templates, guides and tools.

Council also receives procurement and contract management expertise through its consulting engineers, This includes
assessments and reviews of Council processes, systems and capability, as well as day-to-day support of procurement
function,

6.2 Internal Procurement Processes

Council's procurement processes are defined in the Procurement Procedures Manual, and it s expected that all
pracurement activities will follow the guidelines and procedures within this manual. The manual, including key reference
charts are published on the staff intranet. The manual is to be updated in 2020 to reflect the Plan/Source/Manage
procurement lifecycle.

6.3 Performance Measurement and Monitoring

6.3.1 Gathering and Analysing Data on Procurement Actiities
Procurement forms a significant function of Council's actwvities, therefore it is important mformation on procurement is
gathered and analysed n order to:

* Provide evidence of how well the procurement procedures are meeting the guidelines and requirements of the
0AG, NZ Government Procurement Rules, and the NZTA Procurement Manual.
e Provide evidence of how well the procurement procedures are meeting section 25 of the Land Transport
Management Act 2003, in particular:
o enabling fair competition
© encouraging competitive and efficent markets
e Monitor performance against Coundil procurement objectives {see Section 2.4),
e Improve decision making and faciitate continuous improvement in procurement practice and procurement
policy.
e Determine how well procurement procedures are being followed.
*  Gainan understanding of what contractual obligations Counal has at any one time.

The primary objective of gathering and analysing this data is to help continuously improve Council's procurement
strategy, policy and procedures.

An important source of data is feedback from the suppliers on issues that affect ther ability to deliver effectively and
efficiently. This is a key element of the procurement review process,

The Asset Management Group maintains a database to track the status of contracts within this group, and thereis a
separate database for other Council term contracts. Council plans to implement a Contract Management System which
will improve recording and reporting on contract performance.
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Council's Prequalification and Performance Management System for Civd Construction is aligned to the NZTA

Performance Assessment by Coordinated Evaluation (PACE) System.

6.3.2

Performance Measurement and Monitoring

Asset Management maintains a number of KPIs for physical works contracts, some of which are required by NZTA. These

Inchude

Number of contract tenderers
Estmated/Actual price

Expected/actual start and duration

Contractor performance assessment

6.4 Communication Plan
The communication plan is an important phase in ensuring all stakeholders are aware of Council's procurement strategy
and how it impacts them,

Council has identified the following stakeholders and developed a plan to communicate the appropriate level of

information and detail relevant to their role in the procurement environment (purchaser or suppher and their position on

the procurement pasitioning and relationship management matrixes.

STAKEHOLDER

INTERNAL STAXEHOLDERS
Lead Tesm

Aszet Management Taam &
targeted roles (based on DFA)

Council (Electsd Mambers)

Council employess

EXTERNALSTAXEMC

V10 | Feb 2020

KEY MESSAGE

Overview of strategy, key
elements.

Drivers behind the update
(MBIE, process improvements),
Relevance to Group activities
(e.g. NZTA-funded work).
Communication and
implemantation plan.
Rasources avaiable.

Actions for
implementaton/monitoring
within their teams.

Drivers behind the update
(MBIE, process improvements),
Ganaral overview phs
refresher training on key
elaments {Procurement
Programme, Environment and
Delwvery),

Overview of strategy, key
alements,

Drivers behind the update
(MBIE, process impravements),
Ovarview of strategy, key
aelements.

Drivers behind the update
(MBIE, process improvements),
Resources and support
available.

Overview of strategy, key
elements,

HPRM Ref: FIN-21-3-20-22

CHANNELS/TOOLS

- Prasantation,
- InfoXete Procuremeant &
Contract Management page,

Presontation & Training.
InfoXete Procuremant &
Contract Managemant page.

- Information paper

= CE Weakly Video.

- Alstaff emad,

- InfoXete article.

- InfoXete Procurement &
Contract Management page,

- Email summary with link to
document.
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- Drwvers behind the update -
NZITA (MBIE, process improvements),
- Relevance to Group activities -
(e.g. NZTA-funded work),
- Resources and support
avaslable.

SUPPLIER MARKET

Strategic Suppliers mcluding: - Introduce document, purpase. -
- Engineenng - Drwers behind the update -
Professional Servces. (MBIE, process improvements),
- Asset management - Whytisrelevant to our -
group suppliers, procurement relationship.
- Targeted groups. - Overwew of Council's -
procurement strategy,
ocutcomes and principles,
- Explanation of Broader
Outcarnes and Pubhc Value,
and what this means for
suppliers.
«  Information/rescurces
avalable.
- Recaipt of supplier feedback.

Non-Strategic Suppliers - Introduce document, purpose. -

- Drivers behind the update.
«  Information/resources avalable .

6.5 Implementation Plan

DRAFT Version 10

Document published on Council
websita,

Submission of strategy to NZTA
for endorsement.

Meeting with key stakeholders.
Email summary with link to
document.

Document published on Council
website

Supplier feedback through
contract review process.

Email summary with link to
docurmnent

Document publshed on Council
webute

An implementation plan which incorporates all key activities related to the procurement objectives set outin Section 2.4

is inciuded in Appendix 7.2.

6.6 Corporate Ownership and Endorsement

This procurement strategy was developed in 2019 to align with the release of the Government Procurement Rules {4
Edition) 2019, and the revised NZTA Procurement Manual which reflects the key themes of this document.

The projects sponsors for the re-development of the Procurement Strategy, Policy and Procedures are the Group
Manager of Asset Management, Group Manager of Economic Growth and Organisational Improvement and the Chief

Financial Officer. The Procurement Policy and Strategy have been approved by the Chief Executive before being

submitted for endorsement to the NZTA as noted in Section 1,

Council maintains regular communication with the Hawke's Bay branch of Civil Contractors New Zealand, consultants,
neighbouring authonties and NZTA on all significant land transport, solid waste and water services procurement matters.

By providing hgh quality information and early advice of pending work programmes, Including information on Council's
website, Council will assist local businesses (small and medium-sized enterprises in particular) to build their capacity to

encourage them to compete for Council contracts.
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7 Appendices 3
=
7.1 Asset Management Maintenance and Long Term Contracts
The following table provides details of the current maintenance and long-term contracts for asset management. A separate database for non-asset related long term contracts,
Table 24 HDC Maintenance & longer term contracts
Contract Name Contractor Approx./ Corforming Supplier salection Prce Hange
(number) Indicative Tend muethod
Annual Value
1 Rural Pavement and Corridor Manasgement Contract 1ul 18- dyre Fulton Hogan $8,023,856.20 2 POM $32,095,42478 -
{CON2017085) [#1yr option) Price 5056 $35970,32251
2 Urban and Plains Pavemant and Corridor Management 1 Jul 18- dyrs Downer NZ Ltd $6,731,835.88 1 POM $26,927,33950
Contract (CON2018007) [+1yr option) Price 50%
ER Hostings Distnct Network Maintenance and Renewals - 1 Jul 18- dyrs Pope Electncal $657,750.38 1 POM $2,631,00150
Street Lghting end Traffic Signals 2018-22 [+1yr option) Price 50%
{CON2018024) AN
4 Hastings District Pavement Marking 1Jul 18~ dyrs Road Runner Markers $317076.41 2 PaM £1,268,305564 - —
. (CON2018025) [+1y option) (2007) txd Price ST $1451,82559 (-
CEl Omarumi Landfill Plant Managemsnt 3 Novld ~ 2yrs MW Lissette Ltd $547 000.00 4+1 $1,095,000.00 - (D)
(CON2014004) [+3yr x 1yr option) altarnative $996,409.00 E
I Henderson Road Transfer Station - Cartage 2 Aug 19~ 2yrs Phoenix Contracting $362,872.00 31 Loweat Price S362,872- e
(CON2019043) [+2yr +2yrs option) alternative Confotmm 56%.000 o
(over 1 year] CU
[l Black Bridge Transfer Staton Management and 6Sep 19 -2y DJ Monty Holdings Ltd $60,000.00 1 Lowest Price $120,000.00 4":
Operation [+1yr option) trading as Bin Hire Contorming <
{CON2019047)
CBl Building Services Maintenance and Renewals 4 Mar 19 8y (419 Akmak Led $80942.00 1 PaM $320,000.00
{CON2018104) option) Price 50%
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<
Open Spaces Management {CON2018051) 2 FF" 19{8yrs+ 2¢r  pacreational Services $5,898,809.65
option) E
)
o
EXPIRUNG LONG TERM CONTRACTS DUE FOR RENEWAL IN 2020 _—
Underground Services July 2011 - 2016 City Csre Ltd $236m + Expression of 510,774 434 -
Maintenance ~ Hastings District 1%ep11~30Jun 16 vanations Intecast /Invited 513898779
(CON2011001) Syrs{+2yr+ 2yr Tendarar /
extensions ) Negotiated
Professional Enginesring Servoes Alliance 1 October 2012 - MWH [now Stantec) 51.7m 4 Quality Based N/A
{CON2012020) 30 Septermber 2016
dyrs (plus 1yr « 2yr
exXtensons )
NEW CONTRACTS IN EVALUATYON STAGE - DUE 2020
Hastings/ Napwr Refuse Collection — Hastngs Distnct May 2013 -72018 Transpacific Industries 5253k S Weghted $253,200-
{CON2013007) Syrs (+2yr option) Group Ltd Attribute 5543913
Negotiation with
Prefarrad
Tenderer
Hastings / Napier Kerbside Recycling Collection — May 2013 - 2018 Grean Sky Waste 5612k 4 Weghted $612,000- AN
Hastings District Syrs (+2yr option) Solutions Ltd Attribute $823 801 )
{CON2013008) Negotistion with cC
NEW CONTRACT IN EVALUATION STAGE DUE 2020 Preforred G)
Tenderer E
e
S
—
<
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. <
7.2 Implementation Plan E
The implementation plan is subject to change dependant on priorties and interdependencies., )
' +=J
Otyectve Outcomes Actwities/ P | Lfecycle Phase Implementation —
j Date
Optimise Publc Valve Recognise broader outcomes in procurement
- Prowde oppoctunities for - Identify priority groups and sstablsh procass for tracking no. of supphers identifiedasa -  Plan - 2002
Maori, Pacifica and target priarity group (Maori etc ).
businesses/groups. - Develop Social Procurement Strategy - Plan - 2021
- Ensure procuremant procedures refiect Te Kura Nut Maon Relationship Framework - Pan - 2020
principles and relevant actions deriving from the Heretaunga Ararau te rec Miori
polcy,
- Implement method for dentifying suppliers supporting prionty groups in tender phasa. - Source - 2021
- Recognue supplers offening = Investigste methods to incentivise suppliers to prowde construction skills traning - Source - 2011
construction skifls training or and/or youth employmant programmes.
youth employment - Incorporate question relating to construction shills traning and youth employment - Source - 2021
programmes in tender programmes in tender document whare appropiate.
svalugtion process. - Measure no, of suppliers providing construction skills traning and/or youth - Source -0
employment programmes as part of delivering outcome.
- Emsure supplerscomplywith - Review all tender documents templates to ensure a statement of compliance with - Source - 2020
employment standards, working conditions {Emplayment Act, H&S at Work Act) i included.
- Minimise waste and - Include section on environmental sustanabilty, product stewardship/waste - Plan - 2020 N
emissions, minimisation in Procurement Plan,
- Promote responsible - Ensure envitonmental sustainsbility entens identified in Procurement Plan ses included - Man - 2020 +—
sourcing through in tender documents. -
procurament of goods, - Develop environmantal sustamabilty policy that aligns with Governmant standards - Source - 2021 o
including: E
o Inchude emission rating when weighting procurameant of heating systems,
o  Where poulble, procure office supplies which are recyclable, reusable or low %
waste,
o Reducs fleet emasions through raplacernant of fiset vehides with elsctncor (qv]
hybrid technology where practicable (currently active but net in pelicy), _,":
Support delivery of Ensure all procurement octivities are conducted in fine with Procurement Principles. <
- Emsure transparent processes -  Procurement Strategy and Policy published oninternal and extermal websites. - Pln - 2020
«  Communication plan documented for sharing of asset works programme with suppliers, -  Plan - 2020
TLAs and NZTA Including longer-tarm works programme (next three yesrs),
- Tendering workshop offered annually to encourage supplier parbapation, - Plan - 2021
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- Develop suppler pool 1o Maintain minimum of three suppliers in pregualification system for all work categories. Source - Dngoing ﬂ-
ensure compatitive market Identify opportunitias to mcrease market competition for High Risk/High Value Source - 202 E
procuremant contracts (e.g. through schaduling of work, choice of contract delivery Q
madels, and structure of werk programme). —
Council regardad as an Devslop Supplier Survey for post-contract feedback and establish benchmark. Manage - 2072 -
attractive customer by Meet or exceed benchmark and/or average feedback rating of 7 or higher in Supplier
suppliers Survey, Manage - 202021
Establish supplier database for Council procurement information/updates {vis emad). Manage - 2010
Relationship Management standards established relative to matrix quadrants. Manage -« 2021
- Prowde support & advce to Implement reparting for suppart provided (No. of Council departments, No, of Manage - 2020
Council staff procurement activities),
Mirimum of one Info Kete tps/tools/announcement articles published avery quarter. Manage - 2020
Buikd Procurement Develop people Confirm roles and respon sibibities/staffing loval for Procurement team. Manage « 2020
Capecity & Capabifity Set annusl target for number of staff holding Lavel 6 NZ Certificate in Infrastructure Marage - 2020
[Procurement Procedures). Manage - 001
Incresse number of staff with the Level 6 NZ Certficate in Infrastructure (Procurement Al - 01
Procedures).
Develop procurement capabilty framework and matnix. Framaweork to link job Manage - 2021
description and DFA
Develop Contract Management Capability Framawork and mcorparats into relevant job Al - 2021
descriptions.
Increase number of employees trained to Intermediate level in procurement stages of Al 2021
Plan, Source and Manage (idenufy target % of identified roles).
Davelop training framework to align intemal and extamal training against capability (q\|
requirements {Basic to Expert). —
- Develop systems Investigation, development and implementation of new Contract Management System, Manage - 201%-21 (-
- Develop procedses Updste Procurement Procedures to akgn with Plan/Source/Manage Mecyds Al - 2020 Q
Incorporate contract nsk into the Council's Risk Management Policy and Framework. Al - 2000
Review Procuramant Plans E
Develop Contract Management reparting framework. Source - 2020 c
Complets the documantation of Contract Management polices and procadures (as per Manage - 2021 O
Crowe Howarth audit). Manage - 2021 CU
- Develop resocurces Refrash resources to refiect new procurament strategy and policy Al - 2020 —
)
<
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