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Glossary
Term Definition ;
CBD Centra! Business District J
o Crown Law Office
! DBH Department of Building and Housing — & former Crown agency now part of
MBIE
Dol Department of Labour - a former Crown agenrcy now part of MBIE
FTE Full-Time Eguivalent ~ eguates to number of ful:-tirme é@[&i}ﬁa%gnt ) ,:}/
employees and is defined as working & full normal 404 i\wfe%k Ty
FY Financial Year — State Services Financial Year gerieratly. i\Lb{y - Sf}\igné\'\../ /
icT information and Communications Technology ;7 ~ . .
m’ Metres squared N ) 7’
MBIE | Ministry of Business, Innovation and Empipymeﬁt/(natiorlékq ice in”
? Wellington); including the farmer De{paf\_zfthigmt of La bo&_\&ﬂ\?ﬂgpy of
f Economic Development, Ministry of Stiehce and ipﬁ,ev{ﬁ;\;m:/and
| Department of Building and Housidg: ~~ L L %)
i MoE | Ministry of Education (national affice in Wellington}__
| MoH | Ministry of Health Inational offige in Weliington) >
| Mol | Ministry of Justice (national office in Wetlingtan>
| MSD | Ministry of Social Devetopment (nationsl 6ffice in Wellington) 1
PMCoE Property Manageme_n;‘t_gntre U/f\é;\p@ﬂ_ié@« Business unit within the
Ministry of Sodia I\Qgﬁélopmenf\@ﬁsﬂbie for implementing Functional
. o A AT N “\\/\
Leadership-Property: SN
RFP Requas\t{or\Rr\@posa - dés\ér«'r?es\\tiﬂe process of going to market 1o source 5
accommadation optjons forparticipating agencies |
WCBD Wellington Central Business District ‘
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Executive Summary
Proposal

1. This paper seeks approvail ¢
accommodation for

hed business case for Wellington head office
(Ministries of Social Development;
and to direct the
Chief Executive of the Ministry of Social development (as Funs 5’0@! Leader fep~
property). to negotiate the development agreements and deeds af/!f\z?.s? \/// S ) >
SN SURe
2. 1t is proposed that the Minister of Finance and the respops{bie?d‘nﬂﬁ)jé{érs xorj{hé e/
agencies (less Crown Law) be delegated the authority to agr{e T@%lqe finat corimercial
terms following the negotiation phase. Crown Law wouid seskinteriial ag;grovai\fo{ their
preferred option, while keeping their Minister and th/e“‘\ﬁunctiéﬁal Eeadé{l{gr property

informed. CORN e
/>\<( s SON \l>

Background { \//;/\) vl Y

3. Office accommodation ieases in the We!lit}g!(aﬁ‘_\‘{;e@péﬁ Business Distfict (WCBD) are
due to expire for the Ministries of Socia‘{_*{)/evveﬂo}pment,éf\:\_;-‘. 5 S ane,

/,_\\\§\  {herdinafter referred to as the
participating agencies). This busin@s\'s\sgsejﬂas /k;@eﬁ-\‘p?e;jared following a Cabinet
directive that the Functional Lea@%ﬁ@&?‘?ﬁy lea_/d\ ‘a\, Q&Q\o\r inated procuremeni process
(including  business case) for\\.f\fh\g,sg? ager@e@sguh’ently seeking head office
accommodation. ! e T NS

Ny \Q‘“\f/

4. Historically, State Secges\?ggncies /;ave\‘-yﬂdeﬁaken head office accommodation
procurement and busin §>/c,agse proce{;s&ges;r}‘n a predominantly siloed manner. This has
resufted in inefficj@gfgﬁ;“@@ﬂ“ lesg/@aﬁ\o\pj;ma! effectiveness for the Crown's property
portfolic, includ-iné::;/}} A~ \/

.

e TS \\\\\\7 P
¢ dupiica/gioi\%/c“@&t and g{ﬂ){i@c‘sh Crown agencies and property owners):
/‘ ‘\‘ A ‘v . ‘\\‘ ) " s I . . . .
o corp’vﬁﬂbQ\{Qr a limited )Q\\oojxof suitable office accommodation avaiiabie at the time,

.,

which.drives the cost up;
Gficufn . deniod _—
~, difficulty in liﬁ‘@ﬂilfﬁi{ﬂ@@ﬂd optimising surpius space already leased by the State
;/ 5, / N

- . K s \\‘ g
S 88 ces in order to-reduce costs;

\\ % N
Wo co/o:»aﬁ;j‘a}_s@{i\g)f agencies’ locations within the WCBD {0 enhance business outputs;

TN

e —

\ \.\e\/" cpre | LA NS , , . )

\ dlggzﬁ,gl /19 Jleveraging the Crown's economies of scaie in the procurement of
' erty-refated goods and services:

/§<\‘a”égn€re>s adopting property footprints that are aver best practice benchmarks?, and
SN

’\*’\//\a\ﬁropeﬁy portfolio that is less flexible and responsive to the changing needs of
N

™ \> government.

f‘x\\_&tﬂ)}!n order to address this, the Government firstty estabiished the PMCoE in April 20117
" PMCoE was tasked with driving efficiency and effectiveness gains in propery

1 [SEC Min {12) 10/12] Accelerating Functional Leadership For Better Public Services dated 25 July 2012

2 Report on the Crown Office Estate {as at 30 June 2011) - On average, State Services FTEs coocupy the

aguivalent of 20.5 m? of office accommodation in Wellingtor, as compared with the expectations of Cabinet of
between 12-16 m?

3 Cab Min (11) 14/14 Establishment of Property Management Centra of Expertise dated 4 Aprit 2011

|
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management across Depariments and Crown Agents by providing leadership, guidance
and support, monitoring and brokerage, but without changing the accountability for
decision making from individual agencies,

B. Subsequently, the Government's Better Public Services Functional Leadership initiative,
approved in July 2012, strengthened the mandate of PMCoE by appointing the Chief
Executive of the Ministry of Social Levelopment as the Functiona! Leader for properiy 2
across the State Services. This enabled PMCoE to integrate the existing business case” <

. . . . ey (\/\ AN
and procurement processes of the five agencies into a single procegﬁ&qer io gwe \\>
efficiency and effectiveness gains for the Crown. <f\\\ N\ // (V N

e __,-‘/\ \\ o — \ \\W yi

7. In Wellington, the Crown occupies 520,000m? of office acco n%\ﬁéggﬁét an ay ragé-of
20.5m” per person, costing approximately $180m per amng&ﬁ use approximately
25,400 staff. With 180,000m”? expiring in Weliington over the nextihree yedrs, thereis the
potential o reduce this footprint by 35,000m? (to fi,B/mf‘ﬁ\ngr perso “vghﬁftsh,\wili save
around $12 million per annum. i this can be reduce “fufrﬁim\f_b 3411;&28%\@?‘5%, this will
save an additional $& million per annum * /(2/ O / ,""“\I\“\ W

5

\\ < > V"‘\ \-‘ /" -‘

8. An on-going issue that the State Services fa_peé‘m‘t«rpoﬁce a ﬁ@ﬁ\mﬁaﬁon is how short
te medium term organisational change creatées ﬁ;\f‘)si\én ag@'i\nst relatively inflexible long
ferm property coniracis. Lease terms “contracted by-theCrown for head office
accommodation are typically ¢ or 1,2\5{@&5&& the,\mlﬁalﬁ_er\m, ofien in order to allow
developers to secure finance for a‘m‘y“cap\i't‘a,luworks‘o‘q \uildi\rg'gs. While agencies provision

X

for anticipated changes, it is com @njm;i poiicy@ﬁ@rﬁbg s, restructures or major projects

to significantly change the profile of 'the ag?ﬂcfy‘gj&f\ rty footprint, This either creates
surplus space within existing buiidings thaf. agenciss find difficult to sub-let, or means
they need to take on agdf 'p}néi*sj)éce uﬂ;’iei:sh\;ierm arrangements.

I e | I\} '

L ~ Y '
8. The seismic evenftgj[nﬁj:ﬁ/({fhurc}a/}f ve driven an increased demand in Welington for
buildings that offer‘an-appfopriaie-lgvel of seismic resilience. The Crown, as part of this

<

demand, is a’(rgjad\y@aﬁsitéommgg vay from buildings that are considered sarthguake
prone, Th%réguﬁ/eﬁthis iga\ @‘rgesp‘onding increase in demand for buiidings offering a
higher level of 's\eﬁsmic resilience-and an increase in insurance costs, particulariy for less

resilient \Lrifdﬁ;bs (%gmpound?rfg this issue is the fact that the Crown and the orivate
e(rl\(e&a}awmp/g‘t\mg\fgrv tée limited supply of these buildings.

—

m
P N
10, ﬁvﬁr \f”to m},iiga‘té\\ﬁsiﬁ‘g property-related costs within a fiscally constrained environment,
/;\ﬁgrg;aiér vglué;'\f@ﬁ\\i’nlpney needs to be achieved from the Crown’s property portfolio, A
< /\\si‘;raiegy We%/ devetoped to reduce the amount and cost of accommodation occupied by
\\) the%@v‘\h‘\'w/émngton, and is summarised in the following diagram:;

. ,
/: / “ \\‘. .
S \J/ ’
T N
NN
L Vo
\\\:,/’_'/‘

¥ Cab Min (12} 35/4 dated 1 October 2012
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/\
S <
<..’/</ ) —3
SN //> .//—\/
\\'\‘ \\\\I %'\ f\_ j
<\\/ L S N
SN VoS
o N
NN W N\Y
//:\i \/ <\\\\\\\ \/
, </\I : . \\-::-‘:‘\-‘w\/
o N > S
oy AY; 3, ) A

e ) ¢ -.\\
QU7
7\\-\_w,// \ \\.\kfx\>
T P! ™
// ,/‘\\\\\‘ Z (\// S

", Vo \ /n‘\\7

11 A fundamental compqg@)ﬁ\@f be s’irgfte/’gy\w%be the way in which technology can
facilitate reductions in’ p@t{’irint/(egwregjy agencies, thus reducing their property
costs. This can bsﬁ&r&@ﬁcorpogéugg\j ofiice furniture technologies that support
higher densities m(@fﬁgnfga}istmg f&or\gl@fies, or by adopting ICT sotutions that enhance the
maohility and fj@gihﬂi\t@fm’/ the ) 'ﬁ,‘eﬁvironment. PMCoE will continue to integrate with
the Functios at\‘ﬁé;adzor ICT(Office-of the Government Chief Information Officer) in order
to drivethess efficiencies dﬁ@g\%pie mentation.

e v

12. Thg\@rox‘n\m;s/signifr/s\ét TS sence in Wellington property market (40% of the office
/,'c};: nodation d%\\iea;\%x/by government)® means it has the potential ability to influence
'\.\‘t\h/ and@gd\\‘sﬁ vy of that market, Through reducing the overall space required
///:L\ ithi th»se}}BIB\\m\‘eL rown is effectively creating an over-supply of office accommaodation

\\/{\uw\ich sﬁﬁn@a A/el\a\d) to rental prices flattening out over the medium term as the market

O adjus@\q\m}_ai;fﬁ(e-foruiike basis. Additionally, the Crown can leverage its economiss of

;ﬁe}h\m@gh the procurement of property-reiated goods and services to gain greater

P ficienicies. The Functional Lead for Procurement (MBIE) has been consulted in this

g <b/@si?re%s case process in order fo support any further opportunities that participating
;R\g\g/gnmes can adopt in order to drive greater economies of scaie.

Loy Vo
N
NS

5 CBRE Markat Outlook 2012 Wallington Report dated August 2012
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investment Ohjectives
13. PMCok identified seven investment objectives for the business case. These are:

¢ To reduce the amount of office accommodation leased by participating agencies in
the Wellington region

¢ To minimise the cost per work point for office accommodation jeased by participating p

agencies in the Wellington region ya
& W \

¢ To opiimise the use of office space leased by participating agenc#egﬁ’@e{:mgto"” > \-\\/
¢ To improve the fiexibility and responsiveness of the Crown’s g@;\}eﬁy pﬂrtfoﬂo "\\”) )

e Ulilise the property solufion to better enabie agency/cfor\§nd A0G \R\@s 1e5s
ouiputs

¢« To improve and mainiain the building safety agd/@buakty acrass”fQuA}ar’i;mpatmg

agencies \ //;\\\ S

« To better faciiitaie the effectiveness ang lr{érég e/’}%e e}&cnenmes from common
property related procurement and ICT fgnsiianﬁ/deisv/péd\a\S\par‘{ of the property

soiution. N \)/ N NS
s N \,/ ‘(\\‘\\ Y
Approach <\< *“:ij‘/‘ “\‘7 Py
14. Each of the pariicipating agenc;es \I\)&\S\ ?:anryumgE of their business case and
procurement processes when the Ee\slébon was roag e‘go combine these under a single

PMCoE-led process. The a(ggnmes were at Lﬁ’gﬂfoﬂo%ﬁg stages:

a MSD: Had compleie }mo-«si’aged/aaame >Case and after formai negotiations with

the preferred suppl ser A% agresc. by;l\}lSD and Treasury, and then approved by
y/}a P%G\Q
Cabinet, to exmgf%aﬁqr

Q/\ \

/ ,ﬂE\\&L}e to the significant work that had previcusly been underaken by participating

’-\ J' Jagencies, and aiso the concurrent deveiopment of the Functional Leadership Cabinat
\‘\U/

§ Cab Min (12) 12/3A dated April 2012
7 Cabinet Social Policy Committee SOC Min (12) 4/2 dated 29 March 2012
¥ Cab Min (12) 8/14

10
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paper. The Treasury approved a Single Stage Business Case in lieu of the twe-staged
business case normally required for investments over $25m.*

16. To ensure thers was appropriate stakeholder engagement from the pariicipating
agencies during this business case process. two levels of governance were established.
At oneg level the Working Group {property management representaiives) assisted PMCoE
in the development of the business case outputs. The other was the Steering Group o
(Deputy Chief Executive-level) who ratified decisions, provided the strategic context for, <
. A R , . T AN
each agency, and also kept their respective chief executives m‘?ormed{omﬁe Rroces
(/\,\ - \///

Y \\

P
N A <‘ | V"i
17. Tne key dates for the process undertakean, including future a/agrq,v@\be)qﬂiremmjs\%mﬁ/
implementation, is as follows: SN AN

e -
AV

\/A\ % \\ /\
= Initial approval of preferred solution by Cabin&::)my mbé&fnz; A\ RV
™ e T
» Detailed negotiations with property owners: N vg(xfpe@zm.? -;Mafé‘h\%@/i?:;
N OO

» Final approval by Joint Ministers: Marchfﬂéq%ﬁ:\;knd SR

o // TR \‘“LV"‘J,f
*  Design/ Fit-out / Ocoupy: April 2013 ofiwards. ///‘\-\\\v ’

N /\' ; L . \\>

Y

[N Vol

\

\;‘jé,-/“rhe PMCoE-led RFP received 28 responses from the market, of which & were shori-
listed to enable option analysis. MoE's preferred solution was also added 1o this list. Six
combinations were identified that underwent a cost-bensfit analysis and a preferred
solution was agreed by the Steering Group.

¥ Cabinet Office Circular (10)2

11
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‘ o // O \\\
SN TN
\\\/\/ 2 A S /
NN N
ZaNNVE Ve \\\ .
- \ \ Jo <’/\\\\ \‘\/
-~

NN

, NNy 7 /\-:\\‘ s\\/\
21. A summary of the preferred solutlén_:is‘ g)s;)follows.\__\_\\\-A\J\,/

—. SN
e  MSD: Will remain in thi:%bv\\?eln Campué,\@?e Ljm/ﬁf‘[he:ir lease expires in March 2017
]

and then refocate to & i}viy/“rédeve)age{d\\uﬂ{sﬁé Building on The Terrace, which has

an expected New Buitdi }g(andar@ (Nes/) of 100%. The Unisys building is currently
occupied by N}Ei/ﬁﬁm\/ Ter Deyg)\a@ niof Labour) and Crown Law.

= S g ™,
o "‘x\ /\/\u/// "““i\\\ \\\/

e
O

22. The preferred solution will not lock the Crown inio a long-term sojution that is not fiexible
to the changing requirements agencies will likely face, particuiarly if FTE numbers
reduce. Initiatives such as Government Shared Sarvices or relocating non-centre facing

iz
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staff to sites outside the WCBD will reduce the needs of agencies from the preferred
solution. This risk will be mitigated by PMCoE undertaking & strategic portfolio approach
to management that is able te identify other appropriate agencies with leases expiring
who can backfill surplus space in the WCBD as it becomes available.
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/;//\/\z \\\\/j/ 4//— ™ \\- S
N YR . . . .

27. The significant red/usgcqviﬁ/ﬁoie%xgandﬂure 's primarily achieved through agencies

adopting 13m° pe{rﬁ@aﬂ@@mt and fx‘orfﬁimpf?oved procurement processes. For agencies,

this will meap\agﬁp@hégheiﬁeqs% workplaces through more efficient use of office

furniture solutions] sipported. by greater utiisation of ICT. The status quo is based upon

. . AT - T " . ;

agencxes’@t@m\ﬁ‘@ their cur @nﬁf@otprlnts and not undertaking any internal reductions of
that spac '(’T J,e\/sign?ﬂcant cost avoidance projected can therefore not be based solely
upen the ?@Ive/PMCdﬁ\h\aS/h/ad in this process as agencies would have undertaken s0me
x;e@ e\rzﬁheir own-redudtions fo meet cost pressures on baselines.
/\/./’ K i by \“\}\’

LN ', P

Ve A 3
?‘@\’@\k/l/zxﬁom g:sﬁji\ \ S

SN G
\\{FThe fp{qwm_gjare the key outcomes from the PMCoE-led procurement and business
b ca;e)pﬁrqbéé\‘ssfor Wellington head office accommodation:
(D
./@/"\M’&\additionaé funding — The preferred soiution requires no additional funding from
<<f’f‘,)tﬁe/ Crown over the 20 year appraisal period and any projected shortfalls will be

;/;:\.\“\'f\\\) absorbed by the participating agencies within their existing baselines.
‘\\\J’ /i«e Enhanced agency effectiveness - The preferred soiution optimises effectiveness

— through co-location of agencies into & single site each, as opposed to the muitiple
sites that they currently occupy.

10 Collectively the participating agencies currently occupy 19 sites, which will reduce to 5 with the preferred
solution impiemented.

14
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rd

e

improved buiiding quality and safety — All new sites will be skﬁ{ﬁg&ntiy betteufrﬂ\ & !

terms of quality, efficiency and safety standards than the staiu&(q%si {b&é\&wiil prp{@e A
greater employee safety and satisfaction, and improved_ business ’gggfm\biﬁyj
capability. 2NN N
Non-centre facing ongoing deveiopment ~ Desp;%\higher/i\sva a\r&ysns
indicating a value proposition for accommodating non-centre ?acing\sigfﬁ outside of
the WCBD, no non-cenire facing sites _me’t thg}é(ﬁe(ua}jor sho_ri;‘ﬁ@n\g{\durmg this
business case process. A separate detailed p/\eqt\wji! be ur}d/grtakeh\with 2 repon
back in 2013 in order to progress this initiait'\\feﬁ./@@analygis‘\d&gs)ﬁot impact upon
Lo TN, o NN\ e
the decisions to secure the preferred sp%n\wnysubse/\g\uéﬁt\gemsmn to re-locate
non-centre facing staff wilt aliow for trhia‘-xgén[@)s‘/ﬁ)ondingﬁba\éﬁﬁl%f surplus footprint.

- - [Py . i N v [ .
Minimal disruption ! N ->\/ * v othis “Solution minimises the
focatiar ncigs, While also minimising any

disruptions associated with the Ge-locatior of

Y

lease tails prior to accupation. > N Y A WO
L NN \ \‘\ »
Reduction in short-medijum term fiscal SS] — Based on the projected costs

and associated fundir@g//arﬁg\mgemenis, the dreferred solution will not require the

collective pariicipatings é\w‘/@s to absor Q)rﬁélls until FY 28/29.
5 . ; SN

improved fiexibility-% The Crown| Is_able to respond more effectively to changing
head office re;zf@}jem\ fts with % i /g/f\e fer centralisation of the government's property
portfolio mar‘na“g&@em ana“ﬁgr&‘ased commonality of workplace design and
standards] . <~ A0V

SN . -..ilk_\ .
Chapg}?/w\g\n\ﬁf’ké‘e dy mj}s\\jThe Crown is able {o leverage ifs economies of scale
in i‘f}é/piém\wémenf of propeity-related goods and services while aiso creating an

<

(,Qver-sug{; ¢ of offisg agfommodaﬁon in the market through a significant reduction in
‘f/r\lt@f}j}armt, t)z*izsr\n:\rmggnng future rentaf increases on a like-for-like basis.

S S
/—-.\\ </<///,> (.\\ \"\ \///\/
it \ v/ ,,L\\\\* ‘\)
/«9 v VNN
NN i Oy
AN N
R N\
PN
4 VC} N
/—\\\ <
‘/‘/\ \\\"-.\
N 3 /;
\\\J '/
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costs (and associated operating costs for

property) are expected to rise significantly over the 20 year appraisal period.
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Recommendations

29. This business case recommends that Cabinet:

a. note that the Property Management Centre of Expertise (PMCoE) and the
participating agencies have identified a preferred head office accommodation
solution, following a joint procurement and business case process:

g

b. approve the attached business case and the preferred accommaodation soiutéogs{ <

for the Ministries of Social Development; Education: Health: B\s[ﬂ;@s;\ Iﬂnov;i%erjﬁ \\\\)

and Employment and Crown Law Office: O \\‘Q/ Ve ( ~ A
c. deiegate to Joint Ministers (Minister of Finance and re fﬁ%fﬁfei}gencymén_{ﬁéﬁf/
the authority to agree to the final investment deo‘(éi&\‘for each ‘agency’s
accommodation {less Crown Law) within a 5%%2@:3% of -the c‘Q\lléctéve
anticipated NPV whole of iife costs of TN ~ (Ca_bmert\quthdi"ity is
required for invesiment decisions with o whole<of-ife cost over 825 millipn, as per
Cabinet Office Circular CO (10)2):+ I e s ilvs

d. direct the Chief Executive of the Ministry of Sogial Developmerit/ in consultation
with the Ministries of Education,” Health, “and /Business” innovation  and
Employment, to negotiate developmem\agﬁreemenﬁ;mc{ the’ preferred buildings
and report to those Ministers dejegated in /ecommgnggﬁczﬁ 3 above for approval;

€. direct the Chief Executive of ih\e\mms/iry Qfﬂﬁoé{éf}ngelopment te negotiate a

development agreement with aiternate srrgml\lg\s\%d\'@wapliers from the PMCoE-ied

request for proposal proces ,\inf'jhe ever ﬁa\aiix an’agreement cannot be reached

] /{/f:n h\b\/

f. invite the Ministﬁg@?x\sﬁatb Seryiees;j\\-{\éfe\re/ase media statements in relation to

this co-ordinated procurement éﬁ&"‘b%hﬂ’éﬁ case process within the context of
functional leadership; AN

SN

WA L
g. note that If\q@s;pgiég\prOJeptéd%creases for property-related costs across the 20

year appraisai-period, iif—:gréfe\?jed solution:

NNy s L, S -
4> ‘doesnot req’gi(a‘gﬁ?iﬁéna! Crown funding;
‘\/ < //\ \\\ /\ \\{\‘\/ 5
N E /Eeiiveg;@ & coliective shortfali {in nominal terms) of only

O\ whicﬁ\qgemfms have commitied to funding within current baselines over
SN ~ k9% )
/\/? AN // thé next 20years (see Appendix 7);
Y / e Y -,

Yo

. /\ FAE
YN / iij,ﬁ\azshrgj/es cost avoidance of $339.86 milion compared to the projecied

-

R~ [ statis quo:

" N ;

with a preferred supplier:,

O note that in addition to the benefits ahove it is also estimated that agencies have
{ collectively saved the equivalent of approximately $1 milion in reduced
N procurement and business case processes, Buitding owners have also benefited
from the streamlined process to respond to multipie government agencies;
I, note that Crown Law Office proposes to co-locate with the Ministry of Justice,
which will potentially have effectiveness and efficiency gains:
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i note that the PMCoE will undertake a project in 2013 to evaluaie the costs and
penefits of occupying sites in lower cost tocations outside the Wellingtan Central
Business District for non-centre facing functions:

K. note that if there are any reductions to the area requirements for CBD-based
head office accommodation for the pariicipating agencies, the PMCoE will be able
to identify other government agencies {o occupy this space, thereby mifigating the
cost to the Crown; e

L note that the preferred accommodation solution offers builg&?ﬁég with grea‘iefif <\
levels of safety and standards than those already occupieg\&\fﬁ;ré/pamcipfaﬁﬁ@ S

agencies, improving staff safety and reducing the risk to tzus’%/g; g\‘@rﬁinuiw; lat;lci j,}

y T N
LN s
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Introduction

1. On 26 July 2012 the Commitiee on State Sector Reform and Expenditure Control
approved Accelerating Functional Leadershic For Better Public Services,”" which
contained the following recommendations:

1G. agree that the Chief Executive of the Ministry of Social Development sign off on N
all departmental property decisions in Christchurch. This is to cover both/(‘
decisions in relation to the Christchurch CBD {office accomchéﬁgn for reg%o/n_é}/a\'\_
management and corporate support functions) and the %&ﬁn sedice dejijery
netwark; SN e

o .
N S
11. agree that the Chief Executive of the Ministry of Sgé’aiﬂpe‘v@lopment Wiﬂ\«i‘/e/ad a
co-ordinated procurement process {including b%ss case) for\ office
|

accommodation in Wellington for those agenc‘r;é’s\\curren y seeki ead office
accommodation; and AN P
s AN ST

RN
12. invite the Minister of State Services %o/&g}xﬁi{a@?’cher paperby’30 September to
address the future scope of activity in-the-property g\e\a\%e@d—a’hy further issues
relating to regionai office accomm_c{qé\‘ﬁgn 1 strategies; O\ S
2. This business case responds to (rec \mfz?fendatipn\\ﬁ‘ and presents the preferred
accommodation solfution for the@@stﬁ@@’of Sﬁqii\\Qe\‘vélopment, Health, Education,
ASA

Business Innovation and Employment-and ’rhe,Cro;w Law Office (hereinafter referred to

as the participating agenc@e;’i(j{he Ef’i/gina}@ﬁaefi{iicluded the Department of Labour,
however, with the estabii,sﬁ@en’bq}f the Mm@tr{r 6f BUsiness, innovation and Empioyment
the scope has increag%;tg include the’ Dépariment of Building and Housing, Ministry of
Economic Develop,me}h{ar}ﬂjhe Ministry of. 8ience and Innovation.
(N (L
3. Each of the part‘rcii;a{y agencies.was at varying stages of their business case and
o S T . .
procurement@@ces\ 5 wh.ag@\ tision was made to combine these under a single
PMCOE-/} /p?@ége/s“s./ MSDQ}\& \__cg)mpiefed a two-staged Business Case and afier formal
negoﬁai_i&n(/’s?/ it the preferr\e%\uppiier it was agreed by MSD and Treasury. and then
| gpp@_yea\ti;/};abine{it\ci\%ore alternate aptions.

i ~. N
e </ -

/;317\\\@@19 to the significant work that hag previously been undertaken by participating
L f\\/‘s Jagencies, and also the concurrent deveiopment of the Functional Leadership Cabinet
.

R

*SEC Min (12) 10/12

12 Cab Min (12) 12/3A dated April 2012

15 Cabinet social Poliey Committes SOC Min (12} 4/2 dated 2¢ March 2012
¥ Cab Min (12) 8/12
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paper, Treasury approved a Singie Stage Business Case in lieu of the two-staged
business case normally required for invesiments over $25m 15

5. On 16 July 2012 the PMCoE issued a RFP for 50-80.000m" of office accommodation in
Wellington. it of &

i

28 proposals
were received fram the market and 9 were shortlisted. The information from the @ f\

s N
shortlisted proposals was used to inform the cosi-benefit analysis én@ﬁsﬁ siness case AN

and & preferred soiution was agreed by the Steering Group. This i€ sHown i {the
- . X AP \ /
following diagram: A f/\; o \ff/
e ‘\\/ 5 \\> ,\\;
</\ . P \.\ &
o SN Y,/
S O
//;, L\ </-‘::\-\ N
AN N
N PN

N
\‘I P ‘~.\
N \/[/ \ v
H-i\_ ~\\,,/ ”p:\\\\\>
o N
N \\‘\\\ N A \\ \,/\/
AN Y AN
N Y \‘\\\ o
\ —y / . \\\\ \
—— e // N \‘\ 7
/"1/‘“\_\'\'\_‘ < @ '"\g\/"
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o7 (O
PPN 7 /} NN,
NIRRT
. W //\ P /} \\\\\\-\
R
A\ Y <\\\\
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5 Cabinet Office Circutar (1032
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8. The key stakehoiders (internal and external) for this Business Case are summarised in
the following tables (additional detait is provided in Appendix 2):

Table 4: internal Stakeholders

“Stakehiokiler

Chief Executive Functicnal Leader of strategy Maximise efficiency from office 4 — -
Ministry of Sodial tead briefings to agency CF's accommaodation across the State Se”wé&& < | \ v
Develapment ™ N :/i
Deputy Chief | Senior Responsible Owner Maximise efficiency from offie High ™ ]
| Executive (PCR) Lead internal and external accommodation acrossthe";éc \‘} RV I
Ministry of Social briefings Maximise efficiency from\rﬁdw;(\mai agenci } \\ /
Development accommadation soluhsg ] > ] e
. &/«/‘.\J :—\ /\‘ T \"\)
Participating | Leader of change and Maximise vaiue mc}ne\gfiﬁr ageneV'S\ AN . "Moderate
Agency Chief communication internally accammeﬁﬁtei}n/solu\tm\o >
i Executives ~ \‘ / /
{ PMCoE Business Owner Mammssa eff\menw and ef}ett?uene&sfxafr High
: ofﬁre hcrommodatzon gerods the S:\)se
S\?NICP“‘ Lead project, ohtputc
Steering Group Provide agancy strategic ‘;&gaﬁcgmhgnmem th V\(ll\f‘!‘ Qtra“cegy and Muoderate
project advice and ensure deleSiﬁf’ val/ue fcrmefrzif\f»l‘or their agency
: business needs are met . A N
| Waorking Group J Support and inform prcjebt\\\/ i?mject pmre,,_ ‘__a}ﬂq\ﬁtmeilnes and Low Tl
R impacprm -agenties hormal operations.
Participating agercy | Provide financial dme\and Fur;d’q(g, npacts.of property solutions an their | Low
Chief Financial mformatuon/e ;}(\K{thpmject res&e{;tmefag@ncy
i Officers ‘ N N ™
Participating agency | Prepare to &#Zt?\ew o %‘\ \i{npa/ctf,on location and working environment Low
employees propeffysoit - [~
[N o
Table 5: External Stake)wlderr /\/1 Q\\\<
C/ <":\q \\ P

External PO

CRdle

impacts on Crown funding, expenditure and i

nfluerice |

i

; Cabinet Minis“tg?s’ -\/;/i:}\drmaﬁ decision making body
’ <. risks
Resne s;i:{e\ / Aganhv obarswg’i"sz Management of agency’s assets and capacity High
Mdﬁif{tm p e \
T?*ea§w\/ Qve?s\fph‘f\’ Ensure compliance against State Sectar best | High
// VL L \@mm 2 and risk advice practice. Maximise efficiency from office
< N ,f /R% ett regresentation accommuodation across the State Services
N S:cate Servi \ \ /Man toring and compliance Ensure compliance against State Sector best High
eammis i’(})’l\ ™ \M, practice, |
! / /\ \ I Monitor implementation of Functional
! Legadership Praperty
<¢fa{i;§ . > ¢ Commmunicate messages to NZ Whiat is the purpese of the change? | Low T
L i public When are changes occurring and what are
4 ?»1\\\\ W ! | they? )
L ' I : Who is impacted and how?
\Hj[Z”PubEic General interest {particulariy Variabie interests including impacts on people, | Low
Wellington) environment, economy {local and nationalj.
i PSA Supporting Public Service ¢ Maintalning afair, legal and transparent ! Low I
employees during change process for staff, :
Property . Commercial property providers | Supplying property solutions for participating Moderate
developers / agencies,
i landlords i impact on demand for office accommadation j

inthe WCBD, i

21
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7. To ensure there was appropriate stakeholder engagement from the participating

agsncies during this business case process, two levels of governance were established.

At ane level the Working Group (property management representatives) assisted PMCoE

in the development of the business case outputs. The other was the Steering Group
(DCE-level) who ratified decisions, provided the strategic context for each agency, and

alse kept their respeciive chief executives informed throughout the progss/s}_\ K\

CL S ~, N

—

", e
</ // ;/ I/ﬂ/ ~
N\ i\ L\ j J
Sl N
% \\"\:\w
\ N e
\\ \\\ )
TN
\-\‘:\“‘\J}
™
/'
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Strategic Case — Miaking the case for change

Strategic Context

Overview - State Services’ Office Accommodation

LSS I Y e

2

Ry A
S RN
' \‘& <//\ ;‘/;/J “\ '

/)<\\\2 /<>\/ ‘/*-\\_\\\:\;:'i/’

AL RN S

8. Anon-going issue that the State Services faces with office‘a ommodation is hé\\}\z/é\r‘{orf
to medium term organisational change creates tensiog/against‘\K{\elativeiy\f_h{iexib}é long
term property contracts. Lease terms contracted:” iy’ the Crown' foi-head office
accommodation are fypically 9 or 12 years for the-initial_term, pft’afr:i“m\@sder ic allow
developers to secure finance for any capital\wﬂ}#()s/ﬁﬁ bLﬁj_giiﬁgs;j\gj\!hilst agencies
provision for anticipated changes, it is comm@ﬁ:fpf\\pvi-cil changes, restructures or major
projects to significantly change the profile. of Tk{e}xgency’s@fé\;;{eny ootprint. This either
Creaies surplus space within existing bu_i!"dih&.lh”at agencies find difiicult to sub-iet, or

. < i \ e -
means they need to take on additlonms}p ce-under shor-ietm arrangements.
Y O R\ : \\ T g

R
N

N RN
10. As the capital city, a strong govéq\lmg\mt/‘z presence;{hl{@@WCBD is expected; however,
two factors aisc underpin the cost of aceompqd\aﬁo{juguhe WCBD:
K <// N o

.,
/»‘\\ -\‘\‘ N — )
i, the siloed approach. of a‘g/;&ncie/sffe\f\ha@r\o‘curemen‘c and management of office
S N — N '\/‘,

accommodation’ arfd .~ (NN
,-"‘>\\~ < / ) /\/ N /j‘

. . L e S g A e : .

i the nefficientuse of comnje{mj@l ‘office accommodation leased by State Services
. \\v_//’;) /J \u\'\\ <\‘
D NS

. AV N Ry
Siloed Apprgq;ﬁ N < SN

< C;///} -~ \\/ \‘ ~
11. The sil\ugd;a/pbroagq af ag%ﬁcies to the procurement and management of office
acébmm/od&ﬁon man\ifgsisfﬁ} the following outcomes:
/> \“\\x / ./\-k‘\. \/,/
rd

// P . . N e \._“\ R
CL e X : .
P\\?{V/y/\ﬁjuphgatroq\@jmt and effort;

<<§>‘f\\>\/e foﬁedit\f\{nﬂeveragzng the Crown's economies of scaie in the procurement of
& P 1 ‘ - . .
\) (»\;grc\jggﬂ/g,—related goods and services;

N
’//§>Agéncies are sometimes in competition with each other for the same properties,
/? \spotenﬁaﬂy driving up costs for Crown and the privaie secior
L

/“\}\j\\) e Difficulty in identifying and optimising surplus space already leased by the State
VY Services in order to reduce costs: and
\_.//"

S

LT
! i

LN

.

« Litile or no consideration of opportunities to co-locate agencies to reduce costs
and improve agency, sector or all-of-government coliaboration and service
deiivery,

6 Report on the Crown Office Estate (as at 30 June 2011)
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inefficiency

12. The more efficient use of space is a key factor to reducing the size and cost of the office
accommodation leased by the Crown. On average, Slate Services FTEs occupy the
equivalent of 20.5m° within Wellington, as compared with Cabinet expectations of
between 12-16m" per FTE 17

™

13. For improved effectiveness, agencies also prefer staff to be co—locaied/@ither ina singie»/(\
site or in close proximity within the WCBD. This means that oppoﬂun‘gg/e\é/t’ﬁ/re\duce c s/ig \\)

by refocating staff that do nat need to be located in the WCED to Cheager sttes outéide,

the WCBD are rarely considered. This will ensure that demand Fﬁhafjﬁc\g\\ ccommggi‘ai‘rsa’l/

-~

in the WCBD remains high and costs continue to rise. /< \\> \ >
Changing Market Dynamics /\\\; AN \\\/(\‘
///"—\\ ("‘-\x\; ™~

L . . . N N b
14. The seismic events in Christchurch have driven a increased derpagﬂ}n\ e?ﬁ/mgton for
buildings that offer an appropriate level of seismicfebilignte. The Crown is refiective of
this demand and is already fransitioning away\\{@“ﬁ/bui!gih\gs\fﬁaﬁ/are considered
earthquake prone. The result of this is a corfesponding increase in demand for buiidings
offering a higher level of seismic resﬁiien(‘ce ?md an.\lj{c\i*e_ase in insurance costs,
particularly for less resilient buiidings, Camgpuﬁ jing ’:hi& rsgae\)'s the fact that the Crown
and the private market are competing for'the limited @ngfy of these buildings.
P \ LN . \\‘\\ N \}.,)

.

- b NN >
15. The prospect of higher rents is ampl@@@mheg;q si\éé_\é\[é‘d in the context of low rents that
many agencies are curren;jgf/ﬁiy{ng. In sope @a'%e\»ﬁew rental costs will almost double
as agencies transtion to fiew sites, pla/gjﬂg‘fgignz/fi\C‘aﬁt fiscal pressures on them that may
4 s ;

not be sustainable. 77~ (O Y
/,_\.\\,\\ 4 ’ > ‘ // \\\ \..\_‘ /‘/;
Conclusion / f/\/’—‘\\\/ e < O o

. . \‘O / ‘\\\/\'\ . :
16. The analysis Slows that %he@r&g\ Mleases more accommodation than it needs, and can
better opﬁmisé\_%dse of(.fghe\isﬁj\a' that it does occupy. To manage the Crown's cost
profile gverthe medium terﬁ'lxk\a\;st’rategy is required that not only reduces the amount of

space leas // ut alsa mitigates further increases in the cost of that space. This business

A R . )
iudes strategies-to achieve this.
P e
\ z/x . o \ \:\\ /\‘:;>
T \l\\\\//i/> < \\"\ ; /
RN N
o (O

7 1hig
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Alignment to Existing Strategies

17. The Wellington Office Accommodation Strategy is directly linked to the Government's

priorities and programmes of work currently underway. This is shown in the following
diagram and assocciated paragraphs:

Diagram 2: Strategic Aligrniment

— — . S "y
p L . I
Government's i Better b Functional '+ PMCcoE Welhng‘mn/
prorities Ll Public I Leadership  Provide < Property /"
i I Services L Property L leadership ar & /\ Strat
eRespgr?S,biy ‘ . B ¥ . work with (}1\ ng—\) A
managing the Govt's * Reconfiguring I * Maximising I agencies, 1o " . Opnmise\;ne )
finances the system L office drive ¢ nc\m s alys formioae] /
T miuch rriore atcommodation and- \/ s | of; th?\( o
*Buitdinga more directly around vaiue for money s fvareds \ ; \”‘W\.eq‘:‘
competitive and those resuies through S o prrticior
productive economy that matter mandatory: . Pro:% AN . Op\tirgise otfice
P . MAsE t New * property \ gmuance“a/d CLINL spadd aiready
=Deiivering better Zealanders principles and - Juppgrt by (“‘* \3&“ "\ eceupied by the
publicservices within ° improving the standzrds; {3eumenting NS Crown;
tight financial qualiy, » Reduce the net

responsiveness
and value for

e all-oi-govt // \?f' publishing SN
constraints procurement of, "besr pracyice” \ RN amount of office

\ office: ‘V,omgc 1 ‘\ ) Vi accommodation
=Rebuiiding / } money of the acrommodﬁ“ | performande By 4 P with the
Christchurch /f StateServices reiotrc' CoMepTing g™ - Crown's
= Strengthening ubiishingaffice aroperty
ieadership to { ﬁpémg&/ portfoiio:
provide the . mnt}\ = Minimise the
responsibilities ‘J { - \pmvm\; whole of #fe
and rotes {5 \>groy Toge cost pet
necessary to vy _dervice to match /| waorkpoin;
I driva these N \Qy‘mwf\ % \&,— \, Yrawn agencies I + Enhanca cross-
o changes across \ .  stn-0¥F for ARt seeking space i/ government
N the State \ _/ atnuisition or sy with those who i collaboration i
“.f' ‘,-’ Services _ e ispasal N ?Qﬁv have surplus i and integrated !
/ ;’I /( . offite or p}fﬁhv 1 N ‘\ 3 space ‘_‘-" I,‘ service delivary; ;’
;f <& ( [y mterfﬁce da - . i * Enhance the ;
H N ot a i i i
. /} N ) cmmrms\ o I overall safery of |

i} Y / Y ,-‘= I the Crown
Lo (O3]

/

Government Pri ont:égﬁ B% Pugl\S/erwces

18. The estab!zshm\eﬁt Df the F,L{@\ena\}_eader Property, PMCoE and strategies to improve
the va!ue‘?or my ey for th \Qr@wn § property portfolio all support the principles of the
Better P{\ S’emces and Govemment's four priorifies for this term, as outlined below:

“a\\r onsnb}y\ménag/g the Government’s finances

p \\‘ \\ B ) bu:ldsng\a more c:ompe‘fmvm and productive economy

AN

e / LY
AN dg{verm\g\bet‘cer public services within tight financial constraints
A /\ N
.

/ rahu‘i’dmg Christchureh

N

\
Fun Leadership Propert
g\/ ?%iea ership Property

/‘Tg\i@uly 2012, Government estabiished 2 Functional Leadership initiative as part of the
\ /' Better Public Services programme in order to drive efficiencies within ICT, properiy and
e procurement " The medium-term ambition of the Functional {eader Froperty was fo

maximise savings in government office accommodation by centralising decision-making
in the office accommodation field. Benefits come from a combination of;

& achieving economies of scaie;

8 [SEC Min {12} 10/12] Accelerating Functional Leadership For Beatter Public Services cated 26 July 2012
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® addressing capabiity issues such as under-development, dupfication, or
fragmentation of skills and/or infrastructure; and

& aligning agencies’ processes and systems to facilitate colizborative working -
including work on the Government’'s resulf areas 8 and 10 which aim to
transform the quality of interaction between public services and New Zeaiand's
cifizens and businesses,

20.The Functional Leader Property is the Chief Executive of the Ministry of Sociey//\)

Deveiopment, who holds the property mandaie. On 1 Octaber 2012 Qré omméttee/pfﬁ/\i\_\
State Sector Reform and Expenditure Control approved the folIO“\' Maneate qum‘fe A Y
Functional Leader property:™® ’A\/x\/:/_\b\J /‘\:\\Q“ i/ﬁ

a. mandatory property principles and standards: \f\/ \\/ N >

., AN . ‘\\ \
mandatory all-of-government procurement for—office “accommisgiation-réiated
goods and services: O T
o _ L YN e SN

mandatory biennial property strategses/pia/ng/fregm\rjr/qg PMCGOE-appraval;
RGN L
d. mandatory signoff for all acquisition pﬁ@is‘pés/’al’ (partidh orwhole) of office or
public interface accommodation, wheffg;eé?\tg‘aéed oro g_ré?j';\igq/‘é"'

.
€. mandatory adoption of the §nieg/r§@-\\(v§fr5/Jﬁace<Maf{{§g§\r§eni System.

N T
N —

NN AN
Property Management Centre for Experti ??\(PM Cok} \\'\Q\\\ﬁ
AN N ) i AN
N, WOSRAN
21.In April 2011, PMCOE was established to ;‘i;fg_fa?ﬁm'zncy and effectiveness gains in
property management across Departments’and Crawn Agents by providing ieadership,

guidance and support, mag‘f%@and pr;ik?:\?é@@but without changing the accountability
for decision making.2%<" ole g/e PM@E were:
R U /

T N O e . . _ ..
a to prov:def\;ea_f_jgrsmﬁ an o?@zth agencies to drive efficiency and effectiveness

of
gains(/'rﬂ.\p:‘r@a‘ty ma‘r‘%%eﬁnént and recommending property management

expectations for approvatby cabinet:
2N K SO

\‘ W /\_/}

b. %\r%\f/jtjie%idance aré\\s\;nvppcr‘c by documenting and publishing “best practice”,
A wofk\m@ With(éggngjgs} to work towards best practice, and ideniifying agencies
A \ \tﬁ stroqu\rgp@rp/managemem expertise that are willing to advise and support
/(// N eirp/s\ers\;\?(?/\“if

- ﬂ\\\(\)/ e NS
O;\ £. rr}opiiér/‘\\p@ﬁbrmance by collecting and collating office property metrics and
\ ~ Qi@(ér\r@?\ti)on and publishing an annual report on property: and

b \\\\_//

/@,@;ﬁ‘r@ide a brokerage service to match ecrown agencies seeking space with those
)y \-\ {who have surplus space, investigate the shared contracting of property related
Q-\//\‘ Vsupplies and faciliies managemeni, and support the co-ocation of agencies

///:;\s (inciuding identifying common barriers to co-location and development solutions.
(0o

‘\\}gé/‘\l\ﬁth the establishment of the Functional Leader Property initiative, PMCoE became its
operational arm. This business case leverages the Functional Leaders mandate to
deliver coliective bensfits for the paricipating agencies.

* Cab Min (12) 35/4B ated 1 October 2012
20 cab Min (11) 14/14 Estabiishment of Property Management Centre of Expertise dated 4 April 2011
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Wellington Property Strategy

23.The Wellington Property Strateqy has been developed for the participating agencies and
future tranches, and derives directly from the purpose and mandate of the Functional
Leader Property and the role of the PMCoE. The strategy is to maximise the value for
money of head office accommodation by: S

7 v
PRESH porfeio, -/
. h Y e

¢. Minimise the whols-of-life cost per werk-point for officﬂeé\@o\ F@dation; \\ RV

N

a. Optimising the use of space atready occupied by the Staie Servi éé///
[N

. Reduce the amount of office accommodation within the Cro\w,n/bw

¢

™,

-

- . o \\ y
- d. Enhance crass-government collahoration and integrated s&‘wfce dgli\@\;.\and v

4 i ,i_\. \H:\ ™
€. Enhance the overall safety of the Crown’s ype‘s{@o?ﬁéiio. /;\\ N
/ ,) \:} f/ { \\ -\.} <
24, Tnese strategies and their associated tactics a/[g_‘s‘\@'r{ﬁﬂ)\sed in t\!’xe\“ﬁoﬁoyﬂp’g diagram:
o -, % e
Diagram 3: Wellington Property Strategy < (\ﬁ\\ \‘| ~ /| «\) S
QNN Y
N Y
~ A Y “‘7,
Q\,\\\\ " AN \//f\,

C e \\ \\\\ ‘AA\ )
| 0 e N

\}\./’ J LR NN

o e g /: NN

\ \\/,\/\’

*_:\:igaivesxfment Objectives, Existing Arrangements and Business Needs

.,

,f': ,-/‘\\ \\\ S 4

.} Investment Objectives
Sy

‘\J"/ES. # facilitated case for changs workshop was held with key stakehoiders to identify the

investment objectives, existing arrangements, and business needs. The key stakehoiders
identified and agreed the following investment objectives:
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a. Investment objective one: To reduce the amount of office accommodation
leased by the participating agencies in the Wellington region

b. Investment objective twe: To minimise the cost per work point of office
accommodation jeased by the participating agencies in the Welliington region

¢. Investment objective three: To optimise the use of office space leassd by/
participating agencies in the Wellington region //\ A {
/nY AN
d. investment objective four: To improve the flexibiiity and ra§9 Wees af/&hﬂ N
Crown’s property portfofic

s
MR
€. Invesiment objective five: Utilise the propetiy soiuimr{t éi;i‘er enabie ag/anzy
sector and All-of-Government business outputs ° \"\\) V)
TN - \ B
. Investment objective shu To improve and/rézﬁ :tém the b&lamg\séfety and
quality across the participating agencies //} \ N {/

g. investment objective seven: To betifé‘ fac{liaté t;e/eﬁerkweﬂe(ss and increase

N,
the efficiencies from common prope y\/éeiated pr meot and ICT functions
delivered as part of the propert%so\}u“i\io CK

- o - \ v
Existing Arrangements and Business Nee& \ N {
28. The existing arrangemenis and Bug Es) Needs@e{a\t&e\m/eam Investment Objective is
summarised in the foliowing table. I N \“
e N / NS
N \\/,/\ »
Tabie &: Existing Arrangements and Busingss Needs N

Investment Dbjective  Toveduce the amount of office accommudation |gased by participating apencios

in:the Wellington region.

| Existing Arrangements. ‘4"f-*_articipafcmg_‘age.zifzig_&!ease the equivalent of 124,447m? in the WCRD

‘ Ry “ -\‘ H
. e | To debver a.fac&ommodahon soiution that reduces the ares of office i
| Business Needs .~ .- o
i : ‘ atcommadation leased by the participating agencies 1o within Texpected guidelines |

o

Investment Objective  Tominimise thecost per woirl point for office ‘accomnmuodation eased by
L Tw-:\ partnc&patmg agencies inthe Weﬁmgton regmn

A \iiExis’cmg Arrangements | The average cost per work point for the participating agencies is §7,747 {FY 18/19)

| To deliver an accommodation solution that mitigates further increases in office

Busiﬂess'weedsf

accomiiodation-related goods and servires

et Ghjective: To optiniisethe use of office space leassd b State Services in Wellington

I State Services agencies currently exceed good practice property benchmarks, and
Existing Arrangements | often have surpius space that is created due to short-term ar zsnisational change
‘ E g

{ within 2 long-term property commitment

j !
i |
i H
| §
| : !
1 : !
i : !
!

i

I Business Needs ! Surplus space within State Services agencies in Wellington is minimised |
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| Investment Objective
| Four

Existing Arrangements
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To improve the flexibility and responsiveness ofthe Crown’s property portfolio

. Agencies manage their accommodation needs within silos; there is fittle or no
{ CONSICeration of cross-government reguirernents to improve flexibility and

- | responsiveness of the portfolic.

Business Needs

{ =3

Existing Arrangements .

|
I Accommaodation solution is part of a
i

hat can be leveraged by other State Services agencies ovet the §”ng’t9f

| Agencies currentiy manage their accommaaauon Withli" sios meetmg only thejr
business requirements, fiost agencies, cwrentiv dee upy mtaftibie sites spread
| throughout the WCBD,

S \ ~
e L s i o
N PRI b

Business Needs

- Investment Dbjective

Existing Arrangements

enhance bussnﬂsb outputs amﬁ lmpﬁowﬁ ef‘reftwenesb

H

“1?:':_:‘ iﬁpmuef aﬁ'd.m'a_in:_tai_.n-the:buildiﬁg- safety and guality acrosstho participating

agencies

Agencies mccupv & range of pr*opertnes Wﬁjﬁ a variety of building safety ang quality
issues,Some.of these are, rﬁolvem@ su’b;ect to negotiated terms with building
owr{erswhsieo’thers ar% ncl easyiy\fyr physically resolvable.

L w\\\w) /

Business Neads

,/\

\

vy
\Ex;s\mgzrangengpﬁt{

1/& by
\ !

Kkggh'E!e*\

(An aawmmaciataan%olm;on th'*t provides and appropriate level of both building

\

- aaiﬂtv and quality.

procure office accommodation as a commedity and only have limited
wcommon procurement of related products and services, ICT design and ¥
part of buliding re-fits is not standardised, reducing the fiexibility of
changing organisational needs.

{-ourt as
the Crown to

P
/
7

pa

(o
<B’us/ n;e;\\l\i&ads

v

’/

| Coordinate centralised procurement of office accommodation and identify
EOmMon procurement opportunities to increase efficiency and effectiveness of

related products and services,

"

«_\

. J
N

\‘\\

P
(e




27. The following key service requirements and potantial
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Key Service Requirements and Potential Business Scope

Table 7: Key Service Reguirements and Potentia Business Stope

Gperationof: |

f « 16m° perFTE

¢ Two sites per agency in CBD

* Apply Govt workplace stds
{PMCoF guidance;

e Located within the
Wellington CBD

Co-tocation of agencies

i ¢ No co-location of agencies [
3 i
e Centre/non-centre focing |
£ options:

L o Allows nep-centre facing
staff to be located outside

the Weilingtan CBD in fumﬁr\ex pt:o“m*

E Surplus Spoce:

¢ Leverage surp!us;pace e
already!eased/hv’he

pamcmatlr’rg, a‘ge?fcneﬁ ;

. \Ser jeas
N ey

S

Operational:

e 13m’ per FTE

¢ Singte site per agency

i e Applies Govt workplace
stds (PMCof monitor,
agency lead)

¢ Located in close pmqmty

ﬂ

tothe Beehiva/ / “\

Co location )iage\aES\
Vs
2 Semegg\qCI a{eA’:o-
!ozé(te’ﬁ\a\si havzshareﬁ/ /
/\@r\kSpacés
WO\
! Eem:(e[non -centre ﬁ:rcmg\

/\

< . a \Group 4 /staff‘ioks d\;rf
R /’ ron-gentre® Fac\hxe?

; Surp}us’S}smce \>
le Le\xer/agms\smaius space
r—iea‘seddg); the State

business scope were deveiopad:

i Operarfoﬂw N

e <1§n/;par/[/'."~§ /f:)‘
® Sing\e s\be//per agenww (

/ /1 s (PMcot defvdied]
/\

e Locatﬁd }ose ;Jm)hm/y to

“the Beeh?v\e . 7

to»lam(ﬂ;\n\ﬁ}‘ug;nc:es
.,f Qﬁreate f}h\ﬁucieub of

N \Segmz//rzr collaborative
AN hybs
\Cenif";’e/nomcentre facing

Y .
options:
>v

</\\

® Group 3 and 4 staff located |
in non-centre facing site

\_ ‘/ /

‘ Surplus Space:

o Leverages surplus space
leased by the State
i Services

i
| i

Main Benefits (.

5, kY

"
et

28 The mam benaﬁté of this p%posa{/are summarised in the following tables:

Tabie § Monetawﬁenefms /\

Feducing the fac
VLR ST o

wrating and capita; : i

Agencies

a fike-for-like basis,

! wili minise the o Government
i expe-;_f.ﬁ(tu?ﬁ'zsssoffaatf%cé with the preferred I N !
: o i axpayers

sCldtisn. > s Taxpay !

-\\ S »/ ; i

e “Reduced overall requirement for government- | Medium Gavernment indirect |

Codboy . !

(AN }zased property increases supply over I f

\\..‘éem and, potentially reducing market rents on } Taxpavers .
i
I

Private sector ‘

30
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Monetary Benefits Timeframe Benefitiaties

indirect?

j Co—mcatio ad shared space pportunits : Sort encies - irt o
reduce property footprint leased by the State :
Services Government

‘ Taxpayers
i
1
Common workplace standards will reduce the Medium Agencies
. - . i
cost associated with re-locating government i
employees within Wellington, ! Government |,
| /’>
H e R
Ecanomies of scale applied in procurement of Short ‘ Agenc'@;\\\
property, capital fit-out and operating : \\‘
services achieve grester efficiencies for the f‘%eﬂi
Crown. ! / . \\ vy
aagpayem 7
K 6 N o

i Centralised approach to procurement and Short TR 5 egenues,

i business case process avoids duplication of e < \‘\ T ; >
costs and effort by participating agencies, < \ ' / GO"E” ‘\N

J e ‘\\\ ,/ \/

7 d TN \ ‘\ S 1

| Greater integration of Functional Leadership Smtt)‘{\é&d\mm*’ A Ag\e\rM/es\/ Direct

: N N ]

! Procurement and 1T as part of the coilective N, \\ RN N \\\ Y

; . . . SNy I \§ LN . |

| property salution achieves greater economies F; \\\Q}({gpnmenk 4

i . ’ S RN

i of scale and efficiencies in related costs. ’ k %\" i

E / f\ \f ! '

/\,
Table 2 Non-Monetary Ber'len"’l:s< //

r— o Sk?&% S proy%e\\ R “ ) gncie T—— .
greater fiexzb&ny%oyd\re}qovemment \\\
employaes cﬁaﬁo }gﬁ}tsatmraichanges N Government
e O
Greafeey\co d/m ion and/Qpera\ﬁ{ona% s Short Agencies CQualitative
eﬁsc/ nn‘ss\prowded by\re;dﬁﬁhg\tﬁe
m:lm bgdf/%ltes agenc;és rmg:u;/ i Staff
// . e \ Y ]
\\ ml;eved safetypualeamﬂ/or tocation of Medium Agencies Quantitative

- \yopertv sm’br\\xe r@tery;ov of staff by the |

.

agenc/aes// \\> | Government ;

? / \ 5 Staff |

L i

/j{mt?ghsed procurement and management of Short/Medium Government Qualitative

{{ \prml\efty creates a prioritised and coherent ‘

\‘\,_\ _,éllocatmn of the Crown's praperty nortfofio, i i
!
|

. i

T mcludmg realiocation of surplus space.

Greater integration of Functional Leadership Medium | Agencies Cualitative
KT as part of the collective praperty solution

|
i ; - - . i
increases the effectiveness of cross- Government ‘I I

government outputs. }

3l
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Main Risks
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28 The main risks of this proposal described in the following tabie:

Table 10: Main Risks

In Siiﬁ ] i@ng—te lease for the

participating agencies, the Crown gets
lecked into 2 property solution net fit
for purpose over time

: i\le:se and transfeﬁsigas\;v. D@tween

. footpring? Yhar wi ! b\awsed to del k\{‘:?“\. e

- Risk Management

agencies wilkform part bis strategm\ AN

bpnefrfw‘\dr\tne‘ S{a\te Services ov&\rtgé‘
iono term, T\hts terms andh condataor@m
eaaes will al 50 aliovg flexib ;:y\tu Sub-
en;les Desp@e"h@ cm\benefn
a’\xj»aiysm bgmg 20\\1_/175 Jthe actual initial
terms gf’ﬁye\easﬁ-mﬂ only likely be 9 or
12 ar\;,\\ \\)
AN \ 2

Centralised decisions differ from the
needs of the participating agencies

/'/\ |

R appilcatis}rz prier to property allecation

Méx\lﬁame)gency input inta process
thmqéhout Participating agencies
\aggeed on strategy principles and

far the best value for money solution for
the Crown.

i NZ Public, PSA and employees < <~

perceive greater density of /;:,_\ N
government office aecommc\a’arlm as
a ‘battery hen’ appro{a’cm /‘//

Highlight succasstul adoption of similar |

i NZ private sector. Promote Tower Block

standards in both UK Goverament and

Conecept Floor as asuccessful example

A

\‘;\ e 7 - ;
A \\ \// 7 = , currently in use,
AR . e - S L
! Anticipated ﬂt&;é rwaj\c/osrs will be M H Maxirmise reductions in property
e M . .
sggmﬂc/nt 1% h@’m han some/\ . ¢ footprint for those affected agencies to
agen wWho cmyﬂntiv oc/c\upym‘g\un g offset rising rentaf costs. Achieve ‘
| sustama;:ln ow/cast affsce ‘;\\“‘\ e additional savings through government
abcomiﬁgtfa’t!on, aﬁe/‘cmg /‘/ | economies of scate in procurement and |
P !
4 "ng&{gmt!es fgfﬁ rmuc\t‘roﬁs shared space initiatives; identify
\ L \ opportunities to reduce the cost of the
S “\\\ ) / accammodation leasad by agencies,
N |
ey ~. \
! Dh}sgmaiw/dyﬂoca?(ng agencies’ centre L % Utifise ICT solutions to reduce impact of
nd/n n\:entre facing staff in the i dislocation. Ensure functional business
=
Welﬁ gton reg!on will reduce the units are co-located. Co-locate
/ A ope tional effectiveness of each | Bovernment non-centre facing staff.
organisat;or
J
Phys:cal!v dislocating agencies’ staff in L M Ensure functional business units are co-

the Wellington regicn may degrade

| the culture of the arganisations.

| tocated. Ensure a comprenhensive |

communications pian is developed to |
support change management. Co-locate
government non-centre facing staff,
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RiskEvent mpact | Proba " RiskManagement

Apptoach

eiccaia to newpoperw sitas my . Y | T Ens e timelines are ouiiedas ears

afiect emplovees and their families possible to mitigate changes, Negotiate

{positively or negatively), changes internally with affected staff.

Limited capacity of non-CBD options i M Maximise non-CBD basad property that //2

for office accommodation in the provides greatest vaﬂm ﬁaﬁ; maney. i/\\ \

market, identify Mﬂdxumk\}z ay/ﬁ,nrt es ///J/\ S
process for identifying Suizdble non- | \\) )
centre ;a;gé\ﬁte\mr\gbuemma/nt e \-4-/
emptw@e Weliihgton “\ 7/\/7

J N

Any significant movement of Crown L L /H ’fﬂ\tghr imphrtance f cer.ama Facing

personnel away from CBD may curtall %mmg in CB ::_1/

investment in current or new ///\ (f . \ \B

butldings. <\/ \ \\ /‘; ] ;

N \“‘f;/
e \-,.‘ B 7 \\>
Y : < v ‘\/\n\
Optimism Bias n\_?\v/ \/\:\ N

3C. The market for the provision of oﬁlce\at‘:ct\mmodat:oﬂ iR theﬁVéBD is well developed and
competitive. Accommeodation coﬁ\s\fon buz]d;ngg/m Qg\ajm:ular location and of a given
quality standard can be estlrﬁated With “rélat acu CBRE notes that market risks
are typically borne by lan . and gross/ﬁfize re;ﬁs are resiatively stable over time 2
This suggests that any gptin:\m)b,ias ad;trs’fm\an‘t would be negiigible.

/
31. Capital fit out rate&are cyn&stent/wftﬁ\cuﬂ}ent Quantity Surveyor estimates and are
consistent across/aﬂ/cp‘uons No * enz(r,ﬁ inCentives’ have been included at this stage. As
negotiations are. comp%/eied and- e rmates are refined any residual risks conceming the

forecast costs\maw mmga‘tecéfbytémani incentives.
SN

S \\/\
Constrai s/// v N>
/ -
32. %mp&onsi;amts\&acw?s that cannot be infiuenced) are:

%\ﬁr@peny éu;gphegs ouisada the WCBD that did not respond to the RFP: and

/ \

/\ Vf’ ~B Any méwdz{te and appropriation changes to the State Sector Act, Public Finance Act

",

D Qﬁowrf Eniities Act are not expected until February 2013,
VSN
D dencaes
oS

/*‘o?)\Th\e major dependencies are:
i/

"\(\_// a. The project must align o the Betier Public Services Funciional Leadership stream of
- work as a subordinate component of this. This wili include any changes around
governance/decision rights, appropriation and benefits realisation; and

*} CB Richarg Ellis (CBRE), Marketview, Wellington Office, Retail, industrial, Third Quarter 2011
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b. The actual impiementation of the preferred solution (
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including preparation of the
development agreements, site planning and fit out, decanting and occupation) aifl

need to align to the current lease expiries for participating agencies. Failure to mest

the timelines could see the Crown placed in unfavourable negotiating terms creating
short-term excessive costs for business continuity.
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Economic Case - Determining Value for Money

Critical Success Factors
34. The Critical Success Factors in the following table were deveioped for the project:

Tabié 11: Critical Success Factors

HCEGPS.

Strategic fit and business Hens with: N w N
. e i i
N Loy L
needs e PMCoE’ 2o )
eE’s role ) Lo e
N NN ¥
»  Functiona! Leader’s role TNy ARSI
—
. ‘ AN Y 7
& Better Pubiic Services TN\ . s
, L - S " \\ W
= Government's Priorities 0 PN
( 3 L\ \ \\ ,
Delivers the business needs m‘mimum/ gE reg Ui emerts . ?\
A R

hws

. . A . ’!/. N / /’_“\\
Ensuring participating agencies 3: m%/e red | N
. e : A

Maximises value for mongy/f;/zc:@p@ﬁgﬁ ng ag?ﬁt-im\ibf“ﬁ/
¢ reducing the a{ér\g\géy:f/kﬂ 13"?2/13!4/??‘&\\

. e
¢ eliminating Compatition for sites by 'Eveen\t)he articipating agencies
A il e RS the participating ag

! value for money
|

Service provider capacity | There are suffigierit FE@bé}lses for t?\g’?{b{j_é\a_ﬁve business requiremnents of
o . T

and capability agencies that {-J\HS\WS__PMCGE to é}ogﬁé\s@g bargaining position during the

| negotiations g ,\_\\1’\ -

AN {00
<y S
SO /_ﬂ\\\ \< ‘\7

| ) \\. ™ Y
i Potential affordability éa{fgﬁ) g agencigsare able 10 fund the preferred sclution {both Capex and
\ P \"Q
N

— /
) Q , N
;//C ’"E\Q\ 2 N

o)) O
Long-List Options anddhitial Qp%-ﬁj‘?mxixs‘sessment
35. The iong;fjs/t\oﬁ}ﬁ;ifi\a/ns in tﬂ\ ‘}ayv\iﬁg tabie was developed for this business case. The
long iist domprapiises three type.of options:

O e i N : ‘
-~ \,\‘;S}rg\tég:cfg‘gct)aNng’ﬁphons - options designed to reduce the amount and cost of
/¢//> . Office acégm@“;ﬁ?gaﬁon leased by participating agencies;
o N ) | | |
S ROE Sgwgh@\gpﬁons — oplions for sourcing the accommodation requirements of
NN apéncies, including leasehold accommodation, new buiid, surplus space aiready
SO L Ieased by other agencies:
AN _ _ o
AN /imp%emen‘zation options - options ¢ minimise the cost and deliver benefits for
9. \~>age¥1cies transitioning to a new solution.

s

~,
-
Ve
g

AN
{7 /x\\-\.\\/
i“ | “‘ \
N
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Table 12: Long-List Options

F independently

Opi‘ronl Status Quo Agmnm es procure ana manage the(r WCBD ofnce accommodanon .

Option 2: Joint Procurement:

¢ Agencies procure office accommodation jointly to reduce procurement costs
< Agencies apply 13m’ per workpoint to reduce their space reqﬁ@nts

£ Option 3: loint Procurement + Standards: R [

i+ Agencies procure office accommedation jointly to redu p%cureme/m costs N
g J Q“‘\ N

.
| ¢ Agencies apply Government Workplace Standard opt!mfse avazlable spéc\tz (f
_ & fao A
; enhance flexibility and respensiveness \/ : \/
'\
Strategic Stoping | TN - \\

e Agencies apply 13m’ per FTE to reduce agencies spa;ze;\ecmrements f;/\\”“ R

e 10 M Option 4: Joint Procurement + Standards + Su%pﬁzs’ /Spa 3t N
| itnprove value for «  Agencies procure ofﬂce accommodaﬁx{r{ef]}m%\i ’tc; reducemrom(em&t costs
- money inthe E ¢ Agencies apply 13m’ per workpomt to, régk) heir spac\\requ!r hents
Lol Ro b I« Aconcies apply Government Workalgte\ﬁa nﬁard/r? pi\mmeavavlable space, and
accommiodation enhance fiexibility and resng swenesg o L

solition f »  Agencies leverage surpius sp‘&re\a‘i@%y occu/megf by\t he State Services to reduce
' the space reguired to he §et1:\ b

\ \?‘-—/ s ‘ \//\/

| Option 5: Joint Procurament + Standard;’%sﬁrblug?sﬁace + Non-centre facing site:

} ¢ Agencies procure of?@mammo@aﬁu%{rﬁmnﬁly to reduce procurement costs

K Agencies app}y I\B\m per worlqz/ te\re\dbce their space requirements

| o Agencies ‘OW G\ovemmentwbrk;xfée/jtandards to eptimise available space, and
] enharice” cx:b“t’w and re‘pﬁmn)enegs

3 A/g_e?xqfeg/ e}sage supplUis space}eﬂready occupied by the State Services to reduce

| /thelspane ;eﬁugrec%t((;aﬁse\ e

\Ajﬁ@ses reloca@bg entre facing staff to a non-centre facing site to reduce costs

—

/ ‘;.

S T— S Y

Gﬁt)cm)l 5un sxS\paceaEross the State Services: PMCoF identifies surplus office
acgcmmodatnon\asr\osk)the State Services to accommodate the participating agencies,

A
~

| OptioA Z:Market: The merket supplies the accommodation requirements of the
Optionsfor | p:;m‘,mahQ a,gencms including
b o \Qarrem Stock
Bl gy O - \Crdwn new buiid

: \\\/
' Qption 3: Combination: A combination of surplus space already leased by the State
 Services and the market.

N

| Option L: Lease Extensions or Decant Buildings: Participating agencies with leases that
L will expire soan secure short term iease exiensions, or decant into short-term sites, and
| take occupation of new sites when 1they are availabje.

\\\ thinimise the cost Booar Surplus Space: identify surplus space that can be occupied by agencies until
L their sites become available

Option 3: Combination: A combination of jease extensions, decant and surplus space.
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Long-List Option: Assessment

36. A summary of the assessment of the Long-List is in Appendix 3. The shon-listed options
are summarised in the table below:

Table 13 Short-Listed Options

srilist Option A Statiis Giio

features;

Scope Scope ‘Scope . \‘\ e
+ Agencies procure their office e Agencies procure their office o i\gené‘ies progure their office ) ;
accommodation independently ascommodation jointly to reducga/“\\ a?:éommo/daticﬁq Paintly to'reduce |
Y ke N
« Agencies apply different m” per procurement cosis <\\ ",\ > ;:rocurerr\mn{toszs\/
- g T N -
workpoint standards ¢ Agencies apply 13m° pgﬁfwg/r)s 6&{3 0 fe Agfegc?‘es\agﬁty\ﬁﬁm‘ per
. S S } RS )
¢ Agencies do not leverage surplus space ] reduce their space reqbq(em}!nt 5 (\vvdl;kpgmt/t}ajred uce their space
already teased by other agencies | = Agencies apply ’C.-‘ffp/feﬂfrhe'm\/ /\\rﬁ iFemsnts
% N, < =
Sourcing Workplace Sxa@a?dstydo' timise & Agendies apply Government
- . . N . .
Ag‘?;;'es source accommodation from the avaiiable/spa‘c\sgaqa\edce T \Workptace Standards to optimise
market. e y R S
ity 2 EaTrefisi SN i
! fiexnb@h&m{l\(gsbanswen%ss\\ \\ \/ ~ available space, and enhance
1 N R \) N \‘ PR .
[ implementation « AgéQtfle\s\:e\;erage Suteméf{i\(\:e‘\\/ fexibifity and responsiveness %
Lease extensions. alrdady-ocsupied by th\e\é‘l@é\\/\\/ = Agencies leverage surpius space |
| o e ‘ |
. A\\Services to radyc/gﬂ‘r/e sRa‘c:eS;set;uared i slready occupied by the State
e N RN I
/\<-\ X )n]lease . \\' < N Services to reduce the space
; \,.\ S . RN
\,;/\ ‘\\Sgoﬂrcing {/ﬁ"\ NN reguired to lease
. \/// gencig sbunge ofjac accommodation « Agencies relocate non-centre
- from stieplys spact already leased by
T the &t eaé/erv‘ices and the market. facing staff fo a non-centre ;
P /
N \\\\ facing site to reduce costs !
SRR
I@@m' tation | Sourcing
<n A bomilination of lease extensions, © Agencies source office
\‘\\(j\éc\%’lt buildings and surplus space. accommodation from surplus space
S already leased by the State
Services and the market,
] ;
N !
. : Implementation
! A combination of iease extensions,
. I decant bufidings and surplus
AN space
s y. 7 oy F
ST 1B

bonomi;/c\\l&éﬁejﬁrﬁent of the Short-Listed Options

37, Afﬁf{%b&n;eﬁi anaiysis has been used tc assess the shori-lisied opticns and the results
ﬁr_e\{oé_ated in Table 14. The shori-listed options are only differentiated by the use of a

{\‘\ﬁﬁh-ceﬁtre facing site in oplion C. The inherent assumption with a non-centre facing site,

‘lsgased on historical and current market data, s that it will be cheaper than a site in the

5o,
I hY

‘\,\/_} MVCBD. Options B and C assume that the participating agencies iease the same amount
N of office space (87,522m?%), however, Option B has that accommodation located in the
WCEBD, while Option C has that accommodation split between the Wellington CBD and a

non-centre facing site.

38. The economic assessment has been informed by the responses proviged by suppiiers to
the toint RFP.
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Assumptions

38. Fort

he purposes of this cost-benefit analysis, some of the foliowing assumptions have

been made {the full list is contained in Appendix 4);

& Core FTE numbers have been held constant for the purposes of the cost-benefit
analysis, however the collective headcaunt numbers have reduced from 7.039 to
8,340 (in both ihe status quo and the preferred soiution). This reduction of 10% lsa N
reflection of the anticipated further reduction in staff numberg’ a:’rﬁ/cn}gh on- QQ’Jg \)
restructures and completion of major projects. Of note is the fo”ma T o MBIE] { \

" [y /

b.  All FTEs would require a workstation: /\\ by L N

/ \ \\/ \ \///\\/

C.  Workpoints would be aliocated the equivalent of 13m in sp@te fon éVerage\across
the coliective agencies): \ L /_ = \/

d.  Agencies would always maintain a physucai rs,e;éacfe in the fWelmgmn CBD and
there would never be a scenaric whereﬁ would’\b@\maed outside the
Weilington CBD: // \\

SN \ars
&, Agencies would migrate to new sntes Wb\en\the;r cuweﬂt\ é/s expire;
N

. MBIE agencies shouid, wher; pra\tlb»able be ooﬁ\b\céte/d ang

g. The economic life of the peno\d ?QVcon}casied%\qwlces Is assumed to be 20 vears
and this is the period p\éer\wwch costs emd%éaéﬁts are assessed,

Taxation /\//; \/ // \ N
40. All c%onarf;guresa /jp\ /2@ in GS?\&sts»rve terms.
SN \ /
N \‘—’i / (: WO S
.(\\ \\\:“ _\_f\:— g p ‘:\:E\\_\ \-.\\\\>
N Oy,
/ ///"‘3 ‘\/‘ “\\\\“>
N / - SN
\\ / -~ ~
NN
U\ o
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Whole-of-Life costs for Short-Listed Options
41. The analysis of the shori-listed options are set out in the following tabie:

Table 14; Results of Options Analysis

J Appraisal Period [years) ; \/
| Area Leased (m" | 124,447 | 87,522 TB\\
.. - \ . /\\/ A~
e 8 \Q\/
AN
¢ / N ~,
e j/ g X \
TN (\//> &\\“\?_““'i_///
Ve ﬂ\x\ 4 AV //<> \“>M»
f::\\\ \/J ! \/ RN \\
(\—\EQ\\/ S N
NS by \ \\> ~ >
NN Y
< .. \l\“‘,\/ p ,\\‘\\\\\k o
_7 /" \\\\.\ ", Ve

— N )
42.The analysis shows that %?},e”f;fja{erre? optipﬂ/i/s Q};ﬁa\ﬁ C, however, in response to the
RFP noc non-centre faging ~r\9;f;osals ,,wé}jei’@‘\ﬁ\or“i—listed from suppliers outside the
Wellington CBD. For the purposes of tis. analysis the non-centre facing option was
\and ¢annot be refied on for the purposes of this

modelied using indjca;tiafe{, \ke%é/@/m _
business case. Tﬁg’fejoﬁé e pre \N:e/gd{iﬁﬁn is Option B,

N i "
= \_//\—/ / \‘\
43. PMCOE i3 in&iqﬁng@«p?oje ”tqigl‘ndérétand the costs and benefits of non-centre facing
options/a;w de\ﬁ;@"fStratthis\ivaim’e proposition. The analysis will consider various
optionsfoy”; h;)\nbn-centre Qiig/“ihciuding surplus space that is aiready leased by the
Crown, ahd\(epurpogi-xkg sites that are already owned by the Crown, for exampie the CIT
. N AR ; . . .

mﬁug\/ m--lJppe,r\_iju‘[«i\\sz/fhe event that this analysis demonstrates greater value for
e.\k{the C{q\@,\it\is intended to relocaie non-centre facing staff into these sites.
,)W! aiiqﬁ\\agé\ngfies tc reduce costs and free-up space in their WCBD sites for the

/‘\<\
ol "{rang:ﬁ’é@‘fjﬁag;s‘r{cies and/or use these sites as collaborative hubs,

G
-
i
70 e
\i// v SN
44, PM/Qo/wEfwis\taK}hg a strategic approcach to the current tranche of agencies, to not only
n}\ee{/tpéi-aﬁmmediaie needs, but to alse create a “strategic footprint” in the Wellington
//@/E{:) {Qat can be leveraged o deliver strategic benefits for the State Services over the
/\@Gﬂg tefm.
i \\
:’/ N \\ 7
L / !

‘_\\ R
—

/;

22 s per Treasury guidance in Baetter Business Case Cost-Banefit Analysis

39



Commercial-in-Confidence
Property Management Centre of Expertise

Preferred Accommodation Solution

45. The RFP closed on 10 August 2012, 28 responses were received and 9 were shortk-
listed. The short-listed sites were combined into various corfigurations and matched
against the requirements of agencies. A workshop was held to present the possible
combinations and a full cost-benefit analysis was completed on these (see below). These
combinations were then assessed by the Siesring Group and the oreferred -~
accommodation solution (Option 2) was agreed. T

AL

47. A summary of the option is as follows:

¢« MS3SD: Will remain in the Bowen Campus site until their lease expires in March 2017
and then relocate 10 2 newly redeveloped Unisys Building on The Terrace, which has

40
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an expected New Building Standard (NBS) of 100%. The Unisys building is currently
occupied by MBIE (former Department of Labour) and Crown Law.

N N
48. A comparison between/ﬂye 'si\a-t\,ws;/quo qn/«;ijgﬁg\p\éferred oplion is shown below:
Pas 7 R .

Table 16: CBA Comparison betweén@t’étﬁjrgué and P\r\ek\‘e}fyed Qoi'ption
% AN /

T < / \_//

- x v TR
Appraisal period {20 rsl - | Btatus Preferred . o
FY201213toFy203t52/  \I\Nawo Option | Pifference | % Change
Area i_eased/ﬁﬁg) \ Y ST 124447 87,522 36,924 30%4

NN Y

I
vy

48. Infrastructure savings: Despite infrastructure savings not being inciuded in the cost
benefit analysis, it is anficipated that savings will be realised from reduced energy
consumption and a reduction in the lsvel of repairs and maintenance required, Energy
consumption and emissions wiil be typical of new/modem buiidings recently compleied or
under canstruction in New Zeatand. PMCOE intends io engage and work with EECA to

41
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51.

Benefits of the Preferred Solution ‘
52,

Table 17: Key benefits of preferred soiution

Commercial-in-Confidence
Property Management Centre of Expertise

identify a number of prudent and good practice technologies, controls. and energy
efficient central plant to reduce current consumption levels, Early indications are that a
coliective reduction in energy consumption of between 5-40% is achievable.

Productivity gains: It is expected that some benefits relating to improved productivity will

be realised through reduced absenteeism, reduced staff turnover, and improved staff

welbeing (through improvements, for instance, in heating and cooling of the y

accommodation) due to improved environmental comfort. However,/sipce there is rgp;\<\

widely agreed approach for assessing and quantifying expected gaing hﬁ/’gﬁe/%e area/sé@ \x

value has been assigned 1o these benefits and they have not beeﬁ\mm{dﬁd in the: \\ost(\. .

benefit anaiysis, /\<\A\//«\> ’ . \i\\ji‘/
SN NSO

't is aiso estimated that agencies have collectively saved tl@eqh{valént of up to\ﬁ 7.00m

in reduced procurement and business case processes. Further ings will he achieved

by agencies collaborating in the negotiations and conf(éqﬁh@ocessg \Q\?:L__J

S /)/“/\ \\< { {/—“-\\\\.‘.\\\

A </ f/>\/ (\\ i“\‘f\\‘—./l‘l//]
T
(/\""‘\\

—

.

The key benefits of the preferred solution arga/‘<\
\':\j\\_\ \//
./""j\};\\s/\/
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A
S AN
S ¢ /\ N
/\(\_V/ e D Ve
Q\/\/ \\ P \\)/}
- 4 . \‘
Key Risks <? ( D \\\/ '~
RN
. . R - LN
54. The key risks of the preferred solution are-: . \> 4 A '
™~
.,-/ Yk (’\\\w ™,
Table 19: Key risks of preferred solution L C/ R
e TN N ! i T . o
| Bu}m@t\f{gf\\!ﬁ% ! < \\:Ni.__\\/'i i | The Unisys proposal is approximately 19,600m" and is slightly under |
“ O,A N \\'\/\/\/'2 i | MSD's reguirements of 20,500m". If MSD's projected numbers
S N 3 ! . . .
AN / P R ; remain as is this could place greater pressure on achieving higher
SN | rema .
’\ //\\/ e ,;\v“' : 1 densities on some floors in order to keep co-located in one !

| NN |

i S ey i

. building. Some aptions may be available through additional space
I or floors to mitigate this. !

&L
E{sf%t\ea\jﬂ/ionetary Benefits

/—55\‘:{%@ majority of the moneiary benefits achieved by the participating agencies are as &

I [/_-\
I
Ly

.~ /achieved through applying

" "'\;re}s(utt cf adopting & footprint consistent with 13m° per workpoint. Further benefiis are

economies of scaie, better efficiencies from buiidings and

identifying future lower cost accommodation options.

56. Analysis has been undertaken fo determine mongtary benefits which are shown in the

following table:
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Table 20 Estimated Monetary Benefits

Benefits?

Froperty Management Centre of Expertise

f Costs avoided Participating | Direct The benefits of agencies participating in 3 collaborative
agendies ! approach to achieve collective benefits as ocpposed to
engaging the market independently /\
i -
T <
| Economies of scale Participating | Direct loint procurement by agencies a !ows ﬁhea% leverage— R
agencies their scale to achieve better prnces\\ﬁq\mthy/wouid nave
otherwise received if they hac{\émcm%mdepemjent \j
Reduce the m’ per Participating | Direct The benefit of agencses (/ducmg thetr average ro\qtpﬁ’rﬁ)
workpoint to 13m° | agencies per FTE to 13m™. L~ S > -\\ "
Non-centre facing | Participating | Direct | The benefit nfioéa{mg/ﬁonjcentre/facu?}g\st‘aﬁ-m:a non-
site agencies centre faci ng/s?te/\ \ 4% \ NS
teveraging surplus Participating Direct Agenmea’ﬁev\hage/zfrpkus/spﬁce\ékedgy/ leased by State
space leased by agencies Servr&\ as Qpposed tog’cémdm e>ustmg teases or leasing
State Services ,ﬁé"&sﬂaﬁe\ / N
Reduced Farticipating | Direct (\A Tgagmgprocu;meht\p/csess has resutied in these costs
procurement costs | agencies &\ b b\eemg sharegd by\fk: ncies as opposed to each agency
I sor agencies 5 \\ /ocurmgt e\a?:t: modation independently. Includes
//’:\ | the Cpb/v’f ma}k\e\t engsgement, negotiations, and
! SN contras:ts ef o
i \ v
Reduced cost of {Jomt 3ppr0ach means the costs of preparing agency
business case busm,eés cases have been reduced,
| development i i
= s
New sites offer \) mmpatmg K\Dms“gg:/\ More efficient buildings wiil reduce the utility costs
greater effiC}en in éemnes \\\\\> agencies pay for areas such as lighting and HVAC, :
| occupancy boéts” \/ |\/> mitigating rising OPEX costs, !
] .r\
SN e

intangibé\\:emeﬂts andl. Cast:/

5%. <Some>| angible \be“peﬁ*ts {and costs) that couid not be reiiably

quaniified in monetary

//f: _tegmé werewtei'anﬁrfze\d and are described in the tabie beiow:

DU ‘

v

\T‘&bie 23 !n;a{ggihie Beneflts and Costs

’" Elmmatc

‘ Participating

Diré&'- Br
md:rect‘?

D:rect

I Qua itative

Désmptmn nl

Buartita
muailta JE?

| The b‘eneﬂts of agencies cohaburatmg in the
’ \fsomp\émtnon agencles [ procurement process as opposed to
. uﬁ/eftween agencies ‘ ‘ ‘ ! competing with each other for preferabie
T | sites, i
| ‘ | |
All staff are co- 1 Participating ‘ Direct % Qualitative f staff located in a singie site improves agency
! ocated in a singie agencies ! i effectiveress as opposed to some staff | being
site ' ; ‘f ‘ facated in muitiple or non-centre facing sites.
! !
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Who Director  Quantitative or

- Main Berefits Bengfits? indirect? Quahtatwa? Pnss:b!e Measures

Sector or Participating | Direet Qualltattve | Co-tocation of sector agencies in s single site
coliaborative agencies and OF in close proximity to each other to achieve
hiths sectars service delivery outcomes. Possible
measures:
e improved cutput ciffi‘/werv S
e Common nrccurenﬁe—ﬁt
! /D A
Goverament E Participating Direct Quantitative Standard officg. ang\b{nMJe conﬁguratlms j
Workpiace ! agencies | = allow space/&}tsmts/\?s@and al iaws\theéssL -
Standards l ! transfe/df fﬁ:aﬁ’ béﬂeem sites \/ S
' ' 3 :
AR
o . ( / =
Sensitivity Analysis o N \

58. Once commencement rents are established ther@q %g% leve! of\ceﬁémty of both the
-timing and vaiue of the costs associated withth Tions %i\ttg‘e\cos/ts are therefore

inflexible to the extent that the tegal docume\rits (t\he\deveigpmerﬁ\afgreement and lease)
rescribe when and how the variables can\c &/ '

p S 3“9 o~

59. Sensitivily analysis was undertaker} b\a\sed\on chaﬂ@qg\tﬁe/ C(scoun’f rate from 6.5% to

8% to see what affect this had s\ﬁ\th\ex qp‘hons Hev\ejt}pad The resuits did not change.
Sensitivity analysis was also done\&n the co én\s\&nﬁent rents {+/- 10%). This was 1o
highlight the fiscal effect at\aﬂy mcentwégfg?wrded by deveiopers could have on
whole-of-life costs, vis- gwls\addfwonai I;ICFBQ\&@‘S to'the total costs after negotiations due
to changes in scope, @ anj> ’iﬁe/results dd no‘; }hamgﬁa These are shown in in Appendix

5 //—3\ “ // / \/ /
(T / / —
P \\Vp /’) <\ \\
oS \h&:fk N
//\ \_\ \>{//\\/ <\ \\\ \\\/
<’ <//// e SO
\\\\ (\///> o v
NN S
\\ N
%\/ /‘>\ g / \\;“\\;\/
v N

\\ /? /\\ (Y o

Y PR

¥ b N //\/v \\\\\ v
/:p\.> <\ i \.\ j/\l \)
\/> SN S

//(/o \\\ S

/\ﬁ‘\ . // v

s RN
2

45

AN
NN



Commercial-in-Confidence
Property Management Centre of Expertise

Commercial Case - Preparing for the Potential Deal

The Negotiating Strategy

60. The PMCoE and agencies now need to negotiate terms with the preferred suppliers. To
this end & negofiating strategy is being developed with the following objectives:

a. to maximise the value for money for the participating agencies: and > //>
s A .,

b.  negotiate terms and conditions that allow the preferred sites to g ie%r,aged as-pan \>

of a “strategic footprint” for States Services in the WCBD, > NN .

AP N Ny
61. The market sees the Crown as a trusted ‘blue chip’ tenant. }hi@\ezjcw&n?ypicaﬁ

i

T NS
| JECuIES
long-term leases at minimum risk to the landiord, which(is. very favourable ‘(S ffiem

especially in the uncerfain economic climate that exists)ee{ay, This sup/goﬁ%\the Crown's
position during negotiations and wil be leveraged 4o’ secure the best ferms and

L . . s > \’(ﬂ\a7 A .
conditions for the pariicipating agencies. The ne;of@’gm Str tegy/r/s—bf\amg\\/deve}oped to
clarify the roles of PMCOE and agencies in\tﬁe/ sgétiatigps‘,\\in/ﬁ}docurnen‘c the
methodoiogy. The strategy is being prepare (Tﬁfc\im\/sm”taiiom "MBIE's Procurement
business unit, \\\ ) . o n\\\

62. The market objective of the PMCc}E\@@aﬁ@?\me diui‘nﬁ\}@m}, § to manage prices by
reducing aggregate demand aogssﬁhé\éiate Ser(\ﬁ\\Ce\s\g Long term this strategy may
mitigate market increases in rental. costs on a likeforlike bisis.

itig hx sy pn a like R\\&K?\,

Key Commercial Terms of tbe’m‘gé{erre;i Soiu/tlvfx»!}j\/
63. The Key commercial ierm\s\fb{/fgéms w/ﬁﬁ\a?s\%yﬁaing addresses, timings, rent review

mechanisms, leased 3@5{’/&@%‘8’6mmeri\pﬁgméﬁg gross rents can be found in Appendix 8.
AN
Contractual Issues and Accetnta s:gw’ffreatmem
) AN : ,
B4. Leases will bé;{:‘}egw@ﬂ/agqm;eﬂ‘am\/vendors and witl be based on the Public Sector
Standard/iaeasg\@ssm oLy ‘nijy\beiﬁg finalised by PMCoE. The terms of sach iease will

S

be neg,gf'\/tf?;:i 3'@\;‘ough a Tem{ \}‘&Eivocate engaged by PMCoE {o achisve the best terms
and conﬁi@jé/for each agency.’
<\. e \\\\/
Key Contractual Clauses. .
B %// ure t%a\a{thé%ﬁaﬁicipating agencies are able fo leverage the sites as part of a
/-»/\//\\Ls 52;:: /foﬁoib int. 1o benefit the wider State Services, the following key contractual
. {“&ausgg, are proposed:
., . -\.L,//

< _
&(/f' \‘aizgﬁfyof the lessee to sub-let surplus space to other Crown agencies:
. s

/}5/ ‘[\ﬁq ability of the lessee to assign the iease to other Crown agencies;
LN

/\:"\ﬁ Th\éa ability for the lessee to have first option over any additional space which
{7\ becomes available within the building: and
N

s The abiiity for the tessee to reduce the amount of space leased during isase renewal,

Accountancy Treatment
66. The ieases will be accounted for in accordance with NZ 1AS 17,
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Financial Case — Affordability and Funding Requirements

Lease and Fit-Out Costs
Revenue Require_{nents

P -

Tigarer ol
viEl LY ¢

P
/: "y (,//A \
S S N K
\x%y o~ R
N Y ! 1 @
. Y T y | |
/\ \,\// /\ \\\/ o~ k\\\\a// /
NY S
.. a W ;
v‘/\-\\ ~ i \// -
\\/ 'S N

\\/OG T \ 3\V/ ;
i § NN \\\ -
Capital reguirements //ﬁ NN /? N
K 4 Y “i . N
89. The fit-out cost is made up of three compqﬂéﬁw BN N
PNV

¢ Main contracior hard fii-out:@h@{ﬁd\@s‘ﬁem% /suaq“\.;gﬁxihodifying heating and air
conditicning eguipment foythé\gau;jadﬁvisio,na\\k@arQ\fjﬁ out; instaliing fire protection

equipment, lighting, plumh\ihg\an@f"draininé‘\\\\%\)
e T N e

e  Sub-divisional harcigff{-’ﬁut\\incéudes e{qqé/guﬁﬁ as the installation of tenant doors,
and enclosed m@eﬂng\\,s@ms (ncluding the computer room); joinery for utility
areas; security.cables-and equipment; and IT networking cabies and equipment;

calés and equip et g cat quip

T y I ra = N
e Soft fi out\:/ t@&\qés/itenf\shé}f§as desks, chairs and other furniture; fixtures fike

refrigerators ane’ microw Q&}B@nd refocation and instaliation of equipment such
as multifunciional devicss—.__

/\ Y Y NN . . . . . . .
70. The buﬂa\‘evf fil-out costs arem\ot for discretionary items but for items that are critical to
fhe/c\ompléitvoﬁof ihef&gffding before a tenancy can commence. Work point furniture {i.e.
a”e}ékg-\gﬁ/éfrs, at,desk siofage) and meeting room furniture is generally treated as part of

{neffsgt\ﬁt-ou}pf ‘a‘d\‘c:?}ﬁjﬁbdaﬁon and is, to some extent, optional.
S <v/ Y .

:/w\)g‘ T iy ,.\,z’ :“.:
LG \‘.\ AN j
\\:) /> \\?\::i/
A TN,
LD
N

L
@Ea%@ummaries
.

@:ZT\GE tables below provide a financial summary for the preferred optior. There are three

i‘\\‘\\/ytables for the preferred option refiecting the low, medium and high rent rates. The
"= assumptions underpinning the costing mode! ars set out in Appendix 4. The model and
assumptions have been reviewed by The Treasury. No issues were identified.

23 Occupancy cost = Gross Rent + Utilities « Other + fit-out depreciation
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73. The operating costs include net rent, property operating expenses. utilities, moving and
professional fees,
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Funding Arrangements

77. This section outiines how each agency will meet the lease and it out costs for its future
head office accommodation.

itH

e s /%
//,./ </\ N
< - /3 \\ "
</\\\\ 4 I /\ e
NN SN

NN ot
AOS— N
. \\\-\‘\ &N Y e
<\\ \\\\ e ,\\ \\\\\ ., ‘\/
R \\\\\‘{\\)
— RN
e p \H\\\ // \-’/\} L‘\ \>
Oy S9N
P —— NS 5
Y //“\. \\ '\\>
SO o DL )
LN / P ~ \\ \ [ .
AN N 5
7 \/ /( P
i (_// ™ SN ¥
e o \\ 4
.. — / / AN \\4 )
( . \/%_,/ LN
N T
\‘ 5, . \/ \“\ -

Y < -
//\ \ )
80. Agencig/&w\’iﬁ’ wet these co‘sts\/%d benefits on a “fall as thev lie basis” Each agency's

Chii\f Fiha<n€ b Officer {c;;> répreseniative) was engaged during the business case
gss, Thay cpnﬁrﬁ@d{thefr existing funding arrangements and aisc that they couid

\/g;d theif prﬁerﬁg&bﬁ‘@y%n from within current basslines. Cost pressures over fime will

) b\ by basgiine savings in other areas.
O

SUBTWISD ,\The; Miﬁi’:s\fﬁ/ has been operating & Vaiue for Money (ViM) programme since 2006
7 to ma:n\agf_s:us/departmemai cost pressures through productivity and efficiency gains
wt;/i{ﬁ/{m\p@ving the guality of services to clients. The current VEM plan detaiis & range
//,,“rr:gi\t‘%a_tives to absorb cost pressures for the next four years, inctuding property costs.
<\\\’ffheseviﬂitiatives are in the areas of improved online services for clients, improving or
/ﬁfx\:réjr;ovtng business processes, more efficient delivery of corporate services and driving
{.\ '\JJ jbetier value from our suppliers. The Ministry has & range of significant cost pressures
N (Welfare Reform, in parficuiar) and pians for efficiency gains would need to pe
accelerated and more aggressive solutions sought to also cover the accommodation cost
increases which will begin to materialise in five vears' fime.
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Capital Costs

82. Capital costs, as highlighted in the table above, can be afforded from existing balance
sheet provisions by reprioritising agency capital programmes. There will be no adverse
impacts on forecast capital plans and this éxpense wouid be required within the 20 vear
period regardiess of what accommodation solution is atopted,

S
N Q\
The funding of this gt;éa* forms part 0f
the overall operating funding requirement as shown in the table-abg g\e’/,,//'?he bg{}ﬁﬁfﬂ‘ S

the capital cost (main contractor hard fié-out and sub-divisionaf\h}kﬁ\fzt\maﬁé) Qgs\@&gﬁ- )
written off over the initial lease terms. The soft fit-out cos%&“@ﬁ\mtten off Qversix’

. . . . . L ST T
years. Both write-off periods are consistent with current, accounting poi;(‘}{e’s/\and
practices, "\ \/\\\ W

//\/‘ L> \{Q\ >,
N - T
SN NN
A fTTNY W
(\Q o7 \\\ _— /J
i
(WY N
SN ) e 2
Q\\\\/ Vi . \// \
e \\\\\ o S
Ry E \".\\ . b
P '\‘\\\. "l ( o~ \\ \/‘ .// A
SN N /_\_\‘\\,\\ \\\\/"
\\\\\‘_,; / <\\\\‘\\\\ o
o \\_;/ /k-‘.‘ .\ \‘\/
//_‘\ \\ ’\/'ﬂ> L\\\\‘l
/x\ \\ \,‘ \F ,«w«\v\/ 7
- /» S // - \\\-\_\ N
/,(<,/-> \ {'{ \\\ S
N LA /
— N \/// /> N \»4//
s f—\\/” O —
- N
N 0k o 4
o~ \\\
Lo S e
Y N, e . T \
RN
S N SNV
Ay b )
\\f O :
f\\. \\/)
/\ //’ s e
e s - AR -\/
SO N
Y <ﬁ MR /
e C/ = \\/ e /‘~> ™, '\_'\/
NN% LY
U NN e
% oy
_C/\\ ~
s
AN
{ N
—
s /-*-\\'\\:\‘/5
N
et
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Mianagement Case - Planning for Successful Delivery

Project Management Planning

85, PMCoE will lead and manage the negotiations in parinership with the participating
agencies. When these have been compieted responsibility for impiementation including
change management, risk management and benefi realisation will fransfer to the

agencies. PMCoE will monitor impiementation of the solution anc Jeaiisation of the .

benefits by agencies. <
N
86. The project management arrangsments are being managed und \a>l\£L

framework. AN 4
. \> <\ -.\/:

Lo . . /‘ﬁ ™ -\\\ N e
87. Participating agencies are represented at all parts of j:h\g/gqtagmanc:eﬁsi@kgif@llustrated

in the following diagram: N < SN
e ﬁ///\ ‘x\/ ‘ if \\: \ gy
Diagram 6: Project Governance Structure /_ﬁ\\\ e O Ny
- R - o
ey 4 \§>
., ~., ., K K
, AN
AN e
H i LR
¥ T SRRV
e SCU— < \\\\\ / </‘ \\\ v( -
<< N \\ \ ~ (/‘\, A /
Ny O
. . . \\“// p //: \ \\\\\\\\>
. P T
: TN <O
ERCOYIIPRSS
. \_\// K /’— . N
N i‘/r/ SN Y
& . [ |
S L
,,——> N e / /> \\\_-/
/ (‘//\«//?\ / - <//\
jﬁ/‘/ Py LN S
P N el RS
gFunctional I ﬁbi\é‘yﬁ}&;é:i:’u;ive '
Leadership -5 Minjstey of Social | Advisory sereicen ] |
g Pruperwi /]/ Development | Leg:I v oervices:
\\//\//\ ) | - TenantAd‘vocawl \“—J :L Negotiated Solutions I
'SR PN ;/ i | + Construction Project i T
: Fropgty ) ' Mmanager P !
S S A | Centre of Exportisé i ]
,/‘\\\ L ‘\\ \ff\/m_' - 3 i |
j’ I Prqfe;:’?:‘M}anager : :
\ ‘Q*w—'—‘——ww— : Individuzsl Agency ted
AR X ! kmptementation
| Worieng Group \
S A
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88. The following tabie describes the roles and responsibilities of each group identified within
the previous diagram.

Table 24: Roles & Responsibiiities

Cabinet # initial approval o impiement the preferred saiution I/./>

Minister of State Services s Recommend and support the analysis & soiution that has been Leie;n’tiﬂed to Cabmm \/\\

Minister of Finance e Approve Development Agreements with respective respongﬁ)!e M\éﬁ:’en/ f’ \/m s

d !

Ministers for Participating e Endorse and approve the Development Agreements gnl}e\haif’ (ﬁ‘C}bme‘ /\\“ \ﬁ/E/
; h LS e
Agencies \/\ \\ .

N L

Provide advice to ensure practices and prm/ses are com;ﬁlant thh‘Ruﬁl:c Secfw good |
practice, e \:\:‘\ \/

Review and endorse the Cabinet Paper@ad\&uspess{ase fpr‘?am\crﬁ\w\ng Agencies, (
!
|

S

a

Note Ministry-specific content for preferrad so!umg;

States Services Commission

L]

L]

The Treasury

@

Provide advice and support to ensul'a thgmk(\h anaiysg\w“tﬁm\t_gé Busmess Case in
i accordance with the Retter E:/Li{}?!&SS\CHSE’ fmmewc;fk“ e

Ensure financial analysis is. u% and mmphan {h b\\Secma good practu:e
e t\ K/'

Chief Executive — MSD

Provide Fum:taonal Laad‘ershmﬁ\r ‘Property acr@gs‘the Sts>te Services

\ \ e /\ \ ‘\/ /\Hff —
V. < \\ NS

Develop the C“rbwh\s\pmperty stra(gg{tow?ﬁwde a framewark to implement cost

affective woperty salutions '\ \\

Contguﬁ”tb\davelcg the WGt \//perty‘étrategy to enhance cost effective property
){glﬁm .

L3 {}pa onmie/on of qegat:amhq t‘*he PMCoE will be responsible for manitoring and

A evam/e/ng the s/iu/\ms\agamst the Business Case (henefits reafisation) and reporting

g
.//f - résu!{;s/back toag‘apé}as and Ministers

Praperty Management
Centre of Expertise

[

Project Manager ‘/“'\‘“ . \eMplem%M@p&D]ecNﬁanagement pian for defivering the preferrad solution, {
oW

e N L mes%mt\i\auemvgs and resoive any cutstanding issues. |

o

H . < AN l\ Vo L . N . .
Steering Groﬂp@// /x/\/ © Represent\tbeu' agency’s strategic views and reguirements during implementation |

. (‘\// /Mnfm’m negotia‘cion strategy for agency-specific site 1
s .
R & . !
W f‘@hg\G{Ouﬁ// O e Rﬁ;prxésent their agency’s operationat views and requirements during negotiations 1
! (O/ PN * VW e-Réview and endorse identified outcomes ‘
‘ LN o & \ ;/ i
/‘// éwsh\)/ervma{_?,eg‘al\ e Provide iegal advice in refation to Development Agreements and Deeds of Lease i
N < TN | -\\ \' ¢ Contracted by PMCoF |
S S o - . i |
Adwsys\e\n\\e\s %nant i« Lead atvocacy {with PMCoE} for agencies as part of negetiations with developers/ ‘
| Acevcrcacy?/ . fandiords
-, . r
AN > e {omtracted by PMCoF
. q*\ﬁdwsary Services — | « Manage the design, fit-out, budget within tolerances and contracts during
{ e \{ms}ructlon Praj Mgr ! implementation of the preferred solution for the participating agencies,
\ \1, -’ ¢ Contracted by the individual agency
| Individual Agencies e Once solutions have been negotiated - each participating agency will take responsibiiity
| for implementing the new solution.

i
|
|
|
i i

e Agancies will need to develop, communicate and implement a change management
| plan based an the nepotiated sotution
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89. The key project milestones (indicative) are summarised beiow:

Table 25: Project Plan Provisionat Miisstones

i Development Ageem@nr Cmmmerria Terms and ?rozerw 1 Naov 201Z ~Mar 2013
i Lavout
; Negotiation Report back to Ministers P Apr 2013
Detsiled drawings and integrated construction programme Aug 2013 s
Main Contractor fie-out practical completion © 2014-2016 Sy
Tenant sub-divisional fit-out and refocation 2014-2016 SN { '
Tenant make good on existing sites 2014-2018 / P \ AV piy

N
90. PMCoE will monitor the implementation of the preferred o{ aﬁ@!/beneﬁt real‘rsa’cron
Implementation reviews are initially planned at monthiy lnien/als mmmenéhg Noxxembe,
2012, N\ \/\\ < - \)
g yon .
Change Management Planning é/// f\} ((
91. As part of change management planning, PMCUEwrﬂ/bé re%qhb&e fc:r an overarching
communications strategy. Within this contex ‘akgenmes V;I)lé@\an\agéime deveiopment and

delivery of communications within their agen ‘rﬁzj with externial stakeholders. Agencieg
will also be responsibie for the deve}oﬁn&em\j mds\ndua \Vt;hasage management pians to
support the transition to their properﬁ/ sauﬁgn \\\ \/
) AR
Benefits Management Piannmg /ﬂ--\ N

'\ .

892, The benefit profiles will be{d{éﬁem for eack. ageﬂqya The fiscal benefits will be retained
by agencies and summa”seﬁ in/(he fofigzwmg\;a@fz

<%
Tabie 26: Benefit Register . . ¢ ) s/
Vs . / /

Actions required toseti

benef“ Hs:

. Reducing thea uﬁ* oP\ ) Apenc:es\ \\/ From 2013 onwards \ Secure Ieases based on 13m per workpumt

|
| office accemmo a@iojr Teas*ad currently Eea3>e {
by the part!cs;aatmr agencies \1\24 44]m ‘ i
by a;}qpt{hg\li%m"\ er FTE N \Qohyﬁmg their ;
/, /) \\/C . v [ootsTint means I
/> / ey 87,522m°
// . SOy wilt be required
\\:\ ﬁéduaed demandwn!l a/‘eate Unable to be Benefits will take Secure leases basad on 13m” per workpoint ‘
\s/urpius suppiy ik, t\hamyket determined for time tofilter Create higher density in other current State !
Ieadmg:/‘cé}h‘tste\n{ng‘ar the purposes of through lower Services leases to absorh more agencies
redus(e @m;es o4 like-for- the business case, | market prices, may internally without requiring néw leasesh
Hie /{arc,gr i impact second
\ tranche agencies
, //:-: Ak\ x {potentially 2016) |
{ (. q::?gr}mon workplace ; Time Benefits will take | Develop and implement Government
. ‘\-/s'/ta'ndards will maximise the | Relocation costs time to deveiop as Workpiace Standards.
“effective use of the reduced participating
warkspace and reduce the ‘ agencies and
cost of reiocating State ; subsaguent ]
servants within Wellington. L agencies change to 1
! new standards
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Actions required to seciire the expected: |

- Benefit Description Expected level  Likely Timing heneFts

. Economies of scale applied in | Serviced costs Between 2013 - ‘ Leverage Crown scale to negﬁtzate romperltlve |
procurement of property, Fit-out costs 2033 prices or epter into existing syndicated
capital fit-out and operating l contracts
services achigve greater i
efficiencias far the Crawn. I %
Joint approach to ’ Coliaboration in Benefits will ! Jaint approach. ,,--/,::',\ (/ﬂ
procurement and business ‘ the production of: | commence from \ e ,> T \>
| tase process avoids | Procurement, 2012 \ . { ( N ’
| duplication of costs by Business Case, > — //'
participating agencies. Negotiations, /“\ /\> ( T
: Legal \/, \ N7 »\:/\’
Greater co-ordination and Bifficult to Benefits will New ieases\x@hd to ensu(e\c\apac;tvjor atl
operational effectiveness guantify the level | commence from ?gan y business um%“\ S
provided by reducing the of these benefits. | 2013 when /\< O /_\\ \\\\“\/
number of sites agencies Travel time and agencies start // >\ S I = \ N
oCCupy costs reduced, transition to né{v\// /T»\/ A - )
incre.aase‘d‘ feases / ///\\\\*\ e // \ \u//
productivity o Y 3 / < \/
Improved safety guality Retention Beﬁeﬁ? w??\/ (F_/n‘sur\ng ng\@ eases meet appropriate building
and/or tocation of property through historical cqmm.engg om N s‘aﬁe\t/v reqy:rements
i improve retention of staff by HR reparts and \20 when { "\gafe assessment through Engineering
the agencies, internal survey<\‘\ agehcms sfart/\ " \Rep frs.
AN \-trap)sitxon 10 nev&\\ o
. N
ST ~teases e o~ . AN
Centralfised procurement and | Diffj c"u/it\t@ L Benefltsw\ﬂ, -\P PMCoE become centralised property managers
management of property 9{/ fMe/r/adel ca?)zmgnng\ﬁrom for the State Services.
creates a priartised and &s)f/\t;h © bar(ef:ts 2013 when All State Services' property leases are reported
coherent aflocation of the - /Q\ualk/tfve g \ep\gg{,g‘fart and recorded with PMCoE
Crown’s property portfoli # ( /asses ment based ransition to new
intluding realiocation of ﬁﬁexfsrjng \\\\ | leases and PMCoE i
surplus space. - . Fostprm tméw ] through functional g i
\ \7/\ footmm -] teadership property ' ]
\ / : \\\ h commence a State |
\&’ o ! D Services property ! |
/:;\\ A management | |
i /ﬁ\\\ N /_‘\ ;\\x s portfatia ‘ “
o S NG 5, \*\ o

fRESif Maﬂagemhﬁpi

/\/9 The followmg/\iéﬁiﬂ summarises the riske and the mitigation strategies during
Tmp!ementanam

Table __.Z'?:/ﬁ(_eff\;{isk‘s‘during tmplementation

suecessful example currently in use.

‘\\_ ] ; énda;efj decisions by Funictional l ] ‘Matntam agem:y mput mto process throughout. |
“—-Teadership Property differ from i |
individuat agency chief executive J M “

wants. | |

NZ Publie, PSA and employees i e Highlight adoption of similar standards in UK ?
percaive greater density of ‘, Government and NZ private sector successfully, |
government office accommodation 4 L | ® Promote Tower Block Concept Floor as 2

i

as a ‘battery hen’ approach. |
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¢ Centralisation of property
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Impact

(L/M/H)

L

LM /4

| Probability

Property Management Certre of Expertise

Rlsk Management Strategle_‘;

& Ensurp accoumabiiums far PMCO

currently being forecasted,

management functions within performance are put in piace against i(P!s
PMCOE reducas the customer L L ® Undertake regular performance reviews, both
focussed approach and internally and externaliy.
responsiveness requirad by agencies, | ¢ Continual performance enhancements, J/’\_,
: Relocation ta new property sites may e Ensure timelines are (}u}:ﬂﬁég{ as early as <’:
affect emptoyees and their famifies M Y possible to mitigate citangst,” 2@ E/
{positively or negatively) i e Negofiate changew\nte\he / affect (Ctaff(ﬂ
g=4 " H \ |
Further reductions to property I * Application of-fhe ‘S’Erz’t\eg} portfohﬁ’agpmagF %
footprints could oecur after new to ensure gy CBD-hasad surplus sp! E\\IS 5516
{ leasing options are in piace affecting L M to be realistated to fiuture tranches : {
D office and aperating reguirements : WEi,IJgEOH agehgis. \ " W
o i / - 1 ( \;\ .
{e.g. Government Shared Services), ( Y
Any significant movement of Crown /“’/\Hf?,’hilght !n'{portdr}et "f‘teh{rexfacmg staff
personnel away from CBD may curtail e Vrﬁmam\,ﬁg in CBD farfci gréaterbotentlai for
| investment in current or new L ; L . \}a‘aﬁe sectowmarcomjy/o ate themselveas in
‘ N -
Lbul!dmgs J , (/_‘*\\ “th heTRD, /;/ A \
After negotiations have conciuded, | i N \ /" Have pfﬂ’@%{'\’?ﬁd 5>’ leeway on NPV WGLC
total whole-of-life costs exceed those M i/ ig\ e Havéz;mmreh\emwe RfP responses
T

s,Qeta‘§ e‘d//egd%latmn strategy

Project Evaluation

94, The process for developp

g/a mulhpée a

S
« \QB
Qe/n”y “pra;agrty soiution is both unigue. The

process that has been adop?ed;can be,breke\n(&mn into several stages including RFP

stage, Business Case
and impiementation-
shortly after the Go@plé‘w

be done so tpaijuhgcﬁferat

/egrﬁa! |s§ués*@re resolved and/ or efficiencies are incorporated inte

informed and\ i
future it ) ns,

85, Pm}ect e\&a‘I/a/tmn c{?.aufﬁs it
,(9/ assegs. \the\b\egﬁf t

@%ﬁ/ﬁhﬂ BLSlﬂé§8 Case.
O ‘-\v /s ﬁ/ \ \ )

/\/ L

de/v’éjo
s ﬁgmposeg/fha‘t\ -3

ent N?gottamns (Development and Lease Agreements)
ssons Learnt” exercise will be undertaken

of g swgmﬁcam process within the overall project. These will
zcnS\df %h\ framework which is being developed here is well

S

aiso be identified for analysis of each specific agency
of the actual agency solution agains{ what was pianned
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Recommendations

30. The business case recommends that Cabinet:

& note that the Property Managemeni Centre of Expertise (PMCoE) and the
pasticipating agencies have identified a preferred head office actommodation
solution, foliowing a joint procurement and business case process; o

//: (/\\
\\/ //k”/ Y

¢. delegate fo Joini Ministers (Minister of Finance and respi lb’ia\agencymmJSi\ej /
the authority to agree to the final investment o c»étorr for each \a@engs
accommodation (tess Crown Law) within a 5% variance o‘ﬁfhe collecm/e anﬁcpat&d
NPV whole of life costs of (Cabinet authority. quited for
invesiment decisions with a whole- of—isfe\cost over@ 75 mﬂiron as | Mb net Office
CircuiarCO 102y, — \ "

.

Ay

TN i\ \\?\\
e. direct the Chiel Exscutive of Nﬁmss’(ry of/'SocraF,Bévelopment to negotiate a
development agreement wn&aﬁe\ma%e ShoA- Ir& sﬁpphere from the PMCoE-ied
\t\a

request for proposal process
with a preferred suppiier— \

{5
. invite the Minister of t‘aie $ewfce/s4q\seléase media statements in relation to this
co-ordinated proéu/rﬁmemj/ and /b(xf ‘ne\ssx/ case process within the context of
functional ieadezst\ S

nofe that désfp /e,p\r%tem <Ye(a/ses for properiy-related costs across the 20 year
appralsamerloci\fbe praierred squhon

\dog:’fnct reqmr\e\éd\dit’ona Crown funding;

miepé evenf t

agreement cannot be reached

o

\ / s . \/

“_\\ o v/igﬁ)‘ eyes cost avoidance of $339.86m compared 1o the proiected status

T que

P
~,

P - -,

S~ note that in addition to the benefits above, it is also estimated that agencies have

o collectively saved the eguivalent ofapprox;mateiy $1 million in reduced procurement

N and business case processes. Bui dding owners have aiso benefited from the
streamlined process {o respond to multiple governmeni agencies;

. note that Crown Law Office propeses to co-locaie with the Ministry of Justice, which
will potentiaiiy have effectiveness and efficiency gains:
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;- note that the PMCoE will underzke a project in 2013 to evaluate the costs ang
benefits of occupying sites in lowsr cost locations ouiside the Wellington Central
Business District for non-centre facing funclions:

K. note that if there are any reductions to the area requirements for CBD-based head
office accommodation for the participating agencies, the PMCoE will be able to
identify other government agencies to occupy this space, thereby mitigating the cost
to the Crown; o

e

L. note that the preferred accommodation solution offers buildingsm}?jﬂjvﬁreater iavg‘\é”\-\;\.\

of safety and standards than those aiready occupied by the pa?ﬁ@béﬁ@ agencies, R

improving staff safety and reducing the risk to business contintﬁj; ~ang” SN

-~ % /\ ) e \\\J:/
m. note that coliectively the participating agencies have had-/§>\raq&ctic>rz of Stﬁ‘/o\\i;ﬁﬁgr’r
property footprint (124,447m’ to 87,5227, and will ofeupy, the following $pace as

A\

part of the preferred soiution: D SR
i . g 2. /: Lo < -\"‘}‘\“\78 2,
Vi, MSD: Current footprint: 27,788m?, Preferfedopfion f‘e_c;tg}ft\@&}& 54m?

/J SO TN
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Appendix 1: Chief Exacutive’s Letter

T

Xy October 2012

Minister of State Services

Single Stage Business Case — Wellington Office Accommﬁaymﬁtrategy Qv\\,

This business case is the first coliaborative procurement @;y}ss case pro\r;ess)iqd b\/ the
I

Property Management Centre af Expertise, | i -\' 4 > \\ \v
e \;\ U to improve value
i T \-. h .

for money outcomes for agencies. . \ s ;‘/ S

-~ S 5 N ‘\7 >

CONON . PR

i . ™, . 5 Ty
| confirm that: O O\ PR 5
~, \ /i ., '\\\ !

i. {have been actively involved }mtbe devempmem,of_the\@ttached investment proposal through
Py

// ,

its various stages \ 2 N /\ v
5N J 1 <
il. !accept the strategic mmS/anEi\: nstmef{t/abjecti\ves of the investment proposal, its functional
LT
content, size and senqc\es< / POAN ~/
S~ / P

iii. the indicative co&t‘énd/beneﬁt es?tkma*ce/ of the proposal are sound and based on best

avaitable mf@rmat;cs/n, - e N

/

iv. the fm;an;?ial 1mpéct of the w\ogm‘ai can be managed within agency baselines, and
\/
v. keyri s‘im h\a)ébeen identified ar‘(d relevant mitigation strategies are in place to address these,
\ \\ \'\ //\
Tmy@tte\ulﬁ!é the reqmmmenz{of the current Treasury guidance on Better Business Cases for
Cap%j/ﬁr{;pmsals /shoui\dmese requirements or the key assumptions on which this case is based

</d*a:@evs~=gmﬂ /\/y @\@Jdatlon of this tetter of support shouid be sought.

Ygurs sincérely. - / J
N
/ /> \\ 0
,Brendon Boyie
]/ Rﬁhsei\Eﬁcecutlve
‘\\ﬁmlstry of Social Development and
Functionat Leader Property
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External Siakeholders

o !
Cabinet Ministers Formal decision-making body. interest in impacts to Crown  Treasury,
funding, expenditure and risks Functional . )
Leader, Agency High High
| Chief Executives R
Responsible Ministers Owrership Interest in departmental management of assets Agency Chief S /\
and capability. Executives /" High 7 0 High
/\QK// - -7 \>
| ' i/ P
| Treasury Oversight and project representation, Interested in PMCBE N
ensuring compliance against State Sector best practice and | Wo\g}mg i\upf /\RH\ A i
maximising efficiency from office accommodation across \\ \}g/\:? en
the State Services. /\\ N N 1
State Services Commission | Monitoring and compliance. interested in ensurinﬂ “\l PMCoE \\\ ¥
. L i SN
compliance against State Sector best practice and N}dfespcnsmte < > High i NMicderate
monitering implementation of Functional Leader/ :nlstersf\\ .
Property fo \ N
Madia Communicate messages to NZ public, lntarest\edYn/ B
knowing answers such as What is the pul’gﬁs@\bf\tﬁe /Pﬁ;ﬁb xs\“btew g
change? mster\s Low Low
1 When are changes otourring and what\arw?f o \
Who is impacted and how? /™ .
N7 Public General interest (part:cusaris{w{g}m \\{dr’&ﬁle ntegests NN /Media
including impacts on peopie, env:?orrment aconom (Qcé{ Responsible j Low Low
and national). SO \/: | ' \\<\\ " Ministers !
PSA Supporting Public Service eriployees Gurmg‘cha N Media
interested in ma P a fair, legal andiT, Responsibi {
! ere m)’f{/wf\g é galan \}“m esponsiile Low i Moderate
| process for s/af‘f\ N Ministers
| \/ J S ‘\\ Agency CEs ]
Praperty developers / Commer&aﬁp?pﬁer@y\ﬁmwd s \Suppiymg property PMCof
fandiords solu /yfoﬁxparﬂpmatmg%ge«a J
lm[:n/:gwg_dm\and for pffic U{ommadatson in the Moderate ; Moderate
SWeBs-L ) SO 1 ;
N R "
LD
(\‘\\ S, \\‘ ’
N \,\_\\_\/\
o
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Appendix

Long st Optian fdentification ond Assessment

Long-List Option identification and Assessment

Joini
Lot Joint Frocurement A4 |Combinatons of
. - X
rtion of Ooti Status Quo Joint Pmcuren:em' Procurement+ | Sandards % ~Msesurslus | Go todlarRe oy each
. 5 ! + ¥ .
Description of Cation: Procurement Standards Standards +  {Surpius Sf,paz‘\e; /a,c’co, modaiion ym&godaﬁsn rAreommedson
o Suplus Space | nopgen D& P ~ sourcing option
. / { y
Facmgksoig]ron\ L LY
Inwvasimvem Objectives SN N T ]
o ofise accommodation fsased by Ly 4 R g e T
) o " : Partiai Partal Yes Yes 1 \\% \Pama% Yes
;Apehces witen Weilngtos N .y _
ienE T SesT orkpeint for office - nE
i B Aw TP off Paria Partiat Yes
Inadaton Goclpied witiin Wellington
"o opamise Hie use of oiice Bpace leased by PaMicipaln L
T 4 ; i - ' P i Y g No Parfial Yes
Agendes n Wallingon "
Tomprove Ine iencdity shd respo ness of the -~
13 sm prove 1 Ity shid responsivel 4 No Vie Parga ves
stier enable agency, sector
! gency o Yes Yoz Yes
s EHE
s mandar ne pulding sefety quelity acress
A ine walding safety quality acr ves Partlal Vs Yes
1GpEIng Agshcies,
@ e effecliveness and ncrease the
eftciencies from comten property related procurement No Partiat Parta! Yes
stens deliverd ae par of the property sofution.
SiNESE nesds 'L Ve Yex Ve 1
oney Yes Pamal [
Fariat e Yeg
AL provder capacityand capabifity . Farial e Yec
Fomwnal afioroaldity £ Yes Paranl [1) Yer
Gwerail Assassment, i Drs ool \\I\:‘wmum’ Prefered Parita Bicenuni liscount Freferrad
Status Quo option - fe rivestm ent

el

5 Wil b schieved itwe maintamn the staids aua hence the opron s discounied

Com binsaion 1

i emem}l' gﬁtanuarm + EUrpius Space + Non Centre Faging Sctution Opuons for Sourcing Accomm odation = Combi

LPcefe rred Way Forward

ni# Standerds + Surpius. Space, Options for Sourctng Accomm onation =

Carmhination, Im piem entaton Cptior




63



