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1. PROCUREMENT STRATEGY FOR TRANSPORTATION PROJECTS

Type of Report: Operational and Procedural
Legal Reference: N/A
Document ID: 937168

Reporting Officer/s & Unit: Sharon OToole, Procurement Lead

Robin Malley, Team Leader Transportation

1.1 Purpose of Report
To approve the Napier City Council Procurement Strategy for transportation projects.

Of ficerds Recommendati on
That Council:

a. Approves the Transportation Procurement Strategy

b. Notes the development of the Napier City Council Procurement Strategy, of which
the Transportation Procurement Strategy will be a component.

1.2 Background Summary

Waka Kotahi New Zealand Transport Agency (Waka Kotahi) requires all approved
organisations (i.e. Napier City Council) to have a current procurement strategy that documents
the long-term integrated approach to the procurement of transport sector activities funded under
s20 of the LTMA. The previous Council Transportation Procurement Strategy was published in
2010, since then there has been significant change internally at Council and also within our
supplier markets. The new strategy reflects these changes and supports the continuing
improvement of NCCs procurement practices and capabilities.

This new Council Transportation Procurement Strategy covers the procurement of
Transportation activities, including professional services, funded from the Long Term Plan and
National Land Transport Fund. Council Transportation budgeted expenditure in the LTP for
2018-2028 is $121.1 million including $14.5 million for 2020-21. These funds are invested in
achieving community outcomes to meet the current and future needs of the Napier City
community for good quality local infrastructure, local public services, and performance of
regulatory functions. The Transportation Procurement Strategy has been endorsed by Waka
Kotahi.

A major focus ofthe Pr ocur ement Strategy i s uamghtheeptimumg O6publ |
utilisation of Councils financial resources. This approach recognises that cost alone is not the
only indicator of value (as illustrated below).
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Ongoing
Meats Dalivarad in Markat/supplier Benafits to and and of
objectives the right way [l skills development targeted groups life cosks

Fewer negative/more Partreering with Macri
positive impacts

Public Value (Government Procurement Rules (4w Edition) 2019)

The Council Transportation Procurement Strategy has been developed to achieve the following
strategic procurement objectives, in line with the strategic directives set out in the LTP:

1. Optimise publicvaluei maxi mi si ng the benefits and outcome
procurement activities, through ensuring broader outcomes are considered as part of the
procurement evaluation.

2. Support delivery of Council objectives through efficient and effective
procurementi ensur e al l procurement activities are ¢
Procurement Principles, including the development and maintenance of competitive

supply markets.

3. Build procurement capacity and capability T devel op Council 6s pr o
knowledge, systems, processes, and resources to support efficient and effective
procurement to meet and exceed industry best practice.

Sustainability

When procuring services Council will seek opportunities to have a positive impact on the social,

environmental and economic aspects of sustainability for our City and the region. A value for

money approach considers all costs that Council is likely to incur throughout the entire lifecycle

of the goods or services being procured. It is important that C o u n cnivdstthents deliver the

appropriate outcome which is fit for purpose and sufficient to meetthec o mmuni t ydés | ong t
requirements. Sustainability has a wide range of impacts on the community, such as:

1 The enhancement of the quality of life to our community

1 Maximising the efficient use of natural resources

T Reducing Council és reliance of di mini shing ene
f Stimulating growth in the districtbs economic
1 Improving local employment opportunities.
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1 The minimisation of waste, pollution, noise or traffic
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Legislative and policy framework

Item 1

In undertaking procurement activities, Council must operate within a policy framework which
includes wider Council strategic objectives and outcomes, Ministry of Business, Innovation and
Employment (MBIE) and Waka Kotahi 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

COUNCIL STRATEGIC PROCUREMENT
5 11 tra

GOVERNMENT NZTA PROCUREMENT
PROCUREMEMNT MANUAL

RULES (Transportation &
(Al of Councily Infrastructura)

LEGISLATIVE &
REGULATORY

FRAMEWORK
CAll of Council)

MBIE PROCUREMENT LIFECYCLE MODEL

(Plan, Source, Manage)

The Council Transportation Procurement Strategy addresses how the transportation activities
and services that have been identified through the LTP and Annual Plan processes will be
delivered. It addresses both the major capital projects that have been planned and also the
operational 6business as uesguiredl Idparpcular,chisrSeategynt s wh i c
shows how Council intends to procure the work identified in the Long Term Plan and provides
information on:

1

= =/ 4 4 4 -5 -

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

delivering economic, social, cultural and environmental outcomes through procurement;

the policy context within which this strategy exists;
the types of procurement Council undertakes;
the value and risk associated with procurement;

the current Hawkes Bay procurement environment;

Council s approach to del

the implementation of this Strategy.

1.3 Significance and Engagement

1.4

N/A

Implications

ver i

ng

t

he

procur eme

How Council procures services can have far reaching impacts for the Napier community. The
quality of these services will influence the durability, reliability and long term life expectancy of
infrastructure assets. Even marginal gains, such as extending asset lives by 1% can create net
present value of several million dollars across the asset portfolio. The value for money achieved
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t hrough Council s procurement activities will aff
therefore have a significant impact on the level of rates revenue required. NCCs procurement

practices can impact on employment and the local economy given that supply chain partners

may also be members of the Hawkes Bay community.

Council wide procurement strategy

Council is currently developing a Council wide procurement strategy which will encompass a
wider range of Council activities, including the consideration of securing broader outcomes for
the community. The Transportation Procurement Strategy will form part of this wider strategy
and will need to be reviewed to ensure alignment with the Council Wide Strategy once it is
completed. If at that time the Transportation Procurement Strategy is revised, it will need to be
resubmitted to Waka Kotahi for endorsement.

Financial
N/A

Social & Policy

The Transportation Procurement Strategy has been developed in the context of Government
procurement policy embracing 6Broader Outcomeso6 w
across all types of public investment. The application of these principles in Napier requires

further exploration through the development of the Council Procurement Strategy. This will

then influence the review of the Transportation Procurement Strategy.

Risk
The procurement environment within which Napier City Council operates presents a range of
challenges and opportunities including:

1 Provincial location and relatively small value contracts limiting interest from contractors
from out of the region;

Local contractor resource shortages;

1 Close proximity to four other local government authorities with similar procurement
demands and programmes;

High demand for infrastructure and commercial construction services;

1 Increasing skill shortages in asset management, procurement, project management
and contract management (impacting on both capability and capacity);

1 Responding to Governments expectations on how Napier City Council should conduct
its procurement activities to achieve public value and broader outcomes;

1 Responding to changes to Health and Safety legislation and Worksafe guidelines and
rules; and

1 Encouraging the local supply chain to increase participation with Council, while
maintaining quality of work delivered.

The strategic approach to procurement will seek to consider and address these.

There are also risks associated with Napier City Council not having a current procurement

strategy that has been endorsed by Waka Kotahi. An approved procurement strategy is an

i ndicator that Council i s aetivititsfunfled ungeaseation@5of hands 0
theLand Tr ansport Manage me approvAl oftthis 2epott 8nd theCattachmed i | 6 s
procurement strategy will address this risk.
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Without an approved procurement strategy it is likely that any pre-approval of funding would be
limited and instead Council would need to gain individual approval of funding requests on a
project by project basis. This would add time and administrative costs to transportation projects.
Activities procured in this manner would still need to satisfy all the provisions of the Waka Kotahi
Procurement Manual. There is also a likelihood that the frequency of external audits completed
by Waka Kotahi would increase. These currently occur three yearly. An increase in the
frequency of audits would again place a greater administrative burden on Council staff with
minimal internal benefits.

The very worst case scenario would be Waka Kotahi not co-funding any investment with Napier
City Council. The current (2018/21) 3 year work programme includes over $18m of approved
funding assistance.

1.5 Options
The options available to Council are as follows:

a. Endorse the Council Transportation Procurement Strategy
b. Do not endorse the Council Transportation Procurement Strategy
c. Endorse with amendments the Council Transportation Procurement Strategy

1.6 Development of Preferred Option

The Risk section of this report provides a summary of the consequences of not having a current
Waka Kotahi approved NCC Transportation Procurement Strategy. The potential financial and
process penalties for Council are considerable.

The regulatory framework for Waka Kotahi co-investment provides clear guidance to all

investment partners of the expectations around the responsible allocation of public funds. This

framework has undergone review over recent years to enable (and encourage) organisations

to broaden the benefits sought from procurement of goods and services. The core

responsibilities of organisations remain constant and it is these responsibilities which form the

primary determinants of whet her an organisationo.
Waka Kotahi.

There is work underway to develop a Council wide Procurement Strategy, which will include a
review of the Transportation Procurement Strategy, the recommendation is that minor
amendments to the NCC Transportation Procurement Strategy be reserved for consideration
in the development the organisational strategy.

The recommended option to endorse the Council Transportation Procurement Strategy ensures
that Council can continue to benefit from Waka Kotahi co-investment for the next 3 years.
Developing policies and processes to secure additional community value through realising
broader outcomes can be introduced as Council confirms its wider direction in relation to
community wellbeings.

1.7 Attachments

A Napier City Council Transportation Procurement Strategy
B  Waka Kotahi Endorsement Letter
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