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ATTACHMENT B
RYDE CIVIC PRECINCT
REDEVELOPMENT

WT PARTNERSHIP MEMORANDUM




Quantity Surveyors &

AR PARTNERSHIP " constants
: Consultants

Level 24

100 Miller Street
North Sydney NSW 2060

T: +61 29929 7422
F: +61 29957 3161
E:sydney@wtpartnership.com.au

ABN: 45997 181713

MEMORANDUM

DATE: 28 May 2012

TO: Mitch Corn

] Mark Tebbatt

FROM: - Peter Bower

REGARDING: 9909 - Update of Previous Engineering Services Audit, Council Civic

Centre, 1 Devlin Street, Ryde.

In May 2011, WT Partnership (WTP) was commissioned by the City of Ryde Coundil (the
“Council”) to prepare a Services Audit Report (the “Report”) on the Council’s property at 1
Devlin St. Ryde NSW 2112, i.e. the Council's existing Civic Centre building.

Due to unreliability issues with the air conditioning within the building, Council sought
preliminary advice as to the state of dilapidation of the concealed building services (Mechanical,
Electrical, Hydraulic and Fire Services) within the Civic Centre to enable it to comprehend the
magnitude of the works and budget which could reasonably be anticipated to be incurred for
repairs, maintenance and replacement works, in order to provide a level of amenity similar to a
PCA (Property Council of Australia) B Grade Suburban office. This Report which recommended
a total expenditure requirement of $12.4 million (excl. GST) DID NOT address bringing the
building up to a BCA compliant standard. This Report and associated recommended
expenditure dealt with the major engineering services upgrade only and excluded lifts.

Shortly after submission of the Report, Council received 2 further reports, each from Davis
Langdon, addressing Building Code of Australia (BCA) compliance issues for Council properties
as follows;

. Report dated 14 June 2011 from Davis Langdon entitled - Building Code of Australia
2011 — BCA Review Report for Existing Premises, Ryde Civic Centre, 1 Devlin St Ryde,
Project No. 251527;

. Report dated 23 June 2011 from Davis Langdon entitled - Building Code of Australia
2011 — BCA Review Report for Existing Premises, Argyle Centre, 33 Blaxland Rd, Ryde,
Project No. 251527.

These Reports identified non compliances with BCA 2011 in both Civic Centre and Argyle
Centre.

WTP was then re-commissioned by Council to prepare further estimates for Civic Centre and
Argyle Centre to rectify those BCA non-compliance issues raised by Davis Langdon, and further,
to broaden the scope of reporting to incude a 20 year Capex Expenditure Schedule for
operating and maintaining these properties. This WTP supplementary report entitled
“Dilapidation Survey and Report of Building Systems in Civic and Argyle Centres” was provided
to Council in July 2011, (the Supplementary Report).

The findings of the Supplementary Report was for expenditure of $48.2 million (excl. GST) over
the next 20 years to refurbish these buildings, have them comply with 2011 BCA requirements

WTP Ref: A - 9909 -Memo- 2 | PB sg Page 1of 4
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RYDE CIVIC PRECINCT
CIVIC CENTRE DILAPIDATION & REPLACEMENT REPORT UPDATE MAY 2012 28 MAY 2012

and maintain the “whole of building life” condition of the Buildings for at least the next 20
years.

Since WTP furnished its Reports in May and July 2011, (the Report & Supplementary Report)
Coundil has initiated a potential redevelopment the Civic Centre site which could be completed
by early 2015. If the project was to proceed to completion, Council would not incur the expense
of a costly building refurbishment program and ongoing excessive operational costs.

Further, should Council embark on this redevelopment, the existing Civic Centre would be
required to serve for 3 further years only (2012, 2013 & 2014), before being integrated in 2015
into the new redevelopment. Capex expenditure could be significantly reduced from that
forecast within WTP Supplementary Report as this expenditure would be on a “bare minimum”
basis and required only to cover the next 3 years building occupation.

The “non expenditure” of costs for upgrading the Civic Centre, could therefore be offset
against the cost of the future redevelopment. The savings born from not having to expend
$12.4m for service upgrades could be offset against the project’s feasibility, thereby assisting
Coundil’s budget.

In order to fully consider its redevelopment decision, Council has requested that the WTP
Supplementary Report be updated to include the cost of the “bare minimum” Capex spend on
the Civic Centre for the next 3 years. Under this proposal, Council will occupy the Civic Centre
and extend the working life of the engineering services within the building by the most: cost
effective means.

WTP updated “Bare Minimum” Engineering Services Repairs, Maintenance And Urgent
Replacement Works — Indicative Cost June 2012 for Civic Centre is attached providing “bare
minimum” cash flow expenditure and making no allowance for BCA upgrade works identified
by Davis Langdon. In addition to the “bare minimum” cash flow forecast, this update also
accounts for Council funds spent in the last 12 months since the original WTP Report.

In respect to Capex funds expenditure during the last 12 months, Council has advised WTP that
it has expended approximately $1,000,000.00 .(including GST, for details see attached
spreadsheet) during 2011 / 2012 in replacing and repairing engineering services related plant
and facilities within the Civic Centre. The main elements of plant expenditure included within
this sum are;

E Replacement of air cooled chillers in the roof plant room - $230,000.00;

. Replacement of the Building Management and Control System (BMCS) head end and
local controls in the roof plant room $150,000.00:

. Repairs and replacement of hydraulic sanitary stacks and vents on several floors
throughout the building - $160,000.00:

Additionally, Council advises it has spent a further $460,000.00 in general unspecified and
unplanned repairs associated with all services within the building.

WTP Ref: A - 9909 -Memo- 2 | PB sg Page 2 of 4
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Obviously, if redevelopment of Civic Centre site does not progress, the current forecast Capex
expenditure for the future 20 year period (or adjusted for some other period advised by Council)
into the existing building will require reconsideration. If Council elected to bring the building up
to BCA compliance (including full disabled access) and refurbish the building to suburban B
grade PCA Standard, Council would be faced with full expenditure identified in the WTP
Supplementary Report provided to Council in July 2011.

The following summary represents the minimum required expenditure if Council was to
redevelop the site compared to non redevelopment scenario wherein $12.4 million would be
expended over the following 3 years to provide the necessary repairs and replacement to the
existing Civic Centre’s Engineering Services as previously reported. As summarised below, WTP
has provided an estimated cash flow for Council’s feasibility, including within this estimate for
the “bare minimum* capital expenditure to “band aid” the Civic Centre’s operations until its
incorporation into the redevelopment project. This projected expenditure is predicated on
vacating the Civic Centre by 2015. Recent emergency service failures (such as bursting of sewer
lines in occupied areas) require the allocation of further funding from Council or allocation of
project contingency funds to provide for these ‘service failure emergencies.’

Following is a table demonstrating the “bare minimum* expenditure and the effective savings in
2015 and 2016 from not having to carry out full services upgrades as Council would be
relocating from the existing building to redeveloped offices in 2015. Coundil would rely on a
“band aid” solution to maintain the Council Office and Civic Hall. This situation cannot be
maintained further than the proposed short term as all the services are well past their effective
life as reported previously by WTP.

Bare Minimum Cost Summary Engineering Services Repairs,

Maintenance & Urgent Replacement Works - Indicative Costs

June 2012

Civic Centre Expenditure (cost rounded up)

Cost expended to date (2011, part 2012) $942,000.00
2012 expenditure (band aid cost estimate) $506,000.00
2013 expenditure (band aid cost estimate) $466,000.00
2014 Expenditure (band aid cost estimate) $466,000.00
2015 Planned Capital Expenditure (saving to new development) $8,020,000.00
2016 Planned Capital Expenditure (saving to new development) $3,821,000.00
Total Cost $14,221,000.00

WTP Ref: A - 9909 -Memo- 2 | PB sg Page 3 of 4
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In order to ensure “like for like”cost comparisons, all forecast costs are on a present day basis
and exclude escalation. If a 10 year cash flow was to be represented, WTP would recommend
provisioning for cost escalation at average annual rate of 3%.

In addition to current Capital Expenditure forecasts, if Council elected not to proceed with the
development option and chose to remain in the building for the next 10 years, without carrying
out the BCA upgrade, the building would require an aesthetic refurbishment (paint, carpets,
work stations, partitioning) and the like. WTP estimate this cost at approx. $3.85 million to be
carried out in conjunction with the engineering services upgrade works.

Please refer attached spreadsheet entitled “Bare Minimum” Engineering Services Repairs,
Maintenance and Urgent Replacement Works ~ Indicative Cost June 2012 for expenditure
details. .

Should you have any questions or require further darification, please contact the writer.

Regards
WT BARTNERSHIP

PETER BOWER
Director

Enc.

9909 — site Redevetopment BARE MINIMUM Engineering Services Repairs Replacement & Urgent Works Ryde Civic Cenire june
2012;
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Redevelopment

29 May 2012

29



30

\J

ocm

o'connor marsden

O’'Connor Marsden
& Associates Pty Limited

ACN 135 783 792

. Level 1, 1 York Street
Mr. John Neish Sydney NSW 2000
General Manager T: 1300 882 633
City of Ryde Council IDD: +61 2 9252 2565
Locked Bag 2069 F: +612 9247 7161
NORTH RYDE NSW 1670 Www.ocm.net.au

Copy to: Mr. John Schanz, Service Unit Manager — Risk and Audit
29 May 2012

Dear John,

Probity Assurance Report: Ryde Civic Precinet Redevelopment Project — Request For Tender
(COR - RFT - 2/12)

In accordance with our proposal dated 4 November 2011, the City of Ryde Council (City of Ryde) has
requested O°Connor Marsden & Associates Pty Ltd (OCM) to undertake a review of the Request for Tender
(RFT) process for the selected request for tender for the redevelopment of the Ryde Civic Precinct. In this
capacity, OCM has set out its report below in regard to probity aspects of the City of Ryde’s evaluation
process Civic Precinct Redevelopment RFT. This report should be read in conjunction with the probity
assurance report for the Expression of Interest phase dated 24 February 2012.

This Probity Report covers the period 10 February 2012 to 29 May 2012 (the date on which we received the
final Evaluation Report).

If you would like to further discuss the report, please feel free to contact either myself or Sarah Mullins on
(02) 9252 2565.

Yours sincerely

Andrew Marsden
Director

OCM Probity Report: Ryde Civic Precinct Redevelopment Request For Tender
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About OCM

The practitioners and team from O’Connor Marsden & Associates (OCM) are a market leader in the provision of
probity and governance services to the government sector across Australia. OCM has assembled a dedicated
probity specific team that has conducted a considerable number of individual probity engagements for many
Australian Local, State and Commonwealth government sector agencies, particularly targeting projects with high
public profiles. The team has successfully addressed many complex probity matters such as conflict of interest
management, interactive tendering processes, diverse stakeholder arrangements, detailed negotiation processes,
testing phases and alternative bid submissions.

The services we provide are best described through our approach to Governance, Probity, Assurance and
Forensic. Under Governance we provide advice and training programs in order to support project and program
conformance and performance; under Probity, we review, audit and provide advice in relation to processes
undertaken during procurement in order to meet the required standards and provide value-for-money; under
Assurance, we examine and report on issues from an independent and expert third party perspective; and under
Forensic we provide fraud and corruption risk management solutions, including Investigation Services.

About the Services

The services described in this document are of an audit and internal risk management nature only and are not
intended to be of a financial services-nature.

Confidential - this document and the information contained in it are confidential and should not be used or
disclosed in any way without our prior consent.

© O’Connor Marsden & Associates, May, 2012. All rights reserved.
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Executive Summary

1 Executive Summary

.1 Introduction
At the request of the City of Ryde Council (Council), O’Connor Marsden & Associates (OCM) has
undertaken a probity review of the evaluation process in regard to the Request for Tender for the Ryde Civic
Precinct Redevelopment (the Project). The Request for Tender process was undertaken with selected

organisations identified in the Expression of Interest phase of the project which was concluded in February
2012. '

The engagement was performed in accordance with the Australian Auditing Standard on Assurance
Engagements ASAE 3000, Assurance Engagements Other than Audits or Reviews of Historical Financial
Information issued by the Australian Government Auditing and Assurance Standards Board.

Further information in relation to the extent of the procedures performed and the scope of our engagement is
detailed below and in the Statement of Responsibility in Appendix B.

1.2 Background

Council is seeking innovative solutions for the:

®  Design, construction and financing of a new Civic Centre and a New Council Office Building and
relocation of Council’s offices to the new Council Office Building

° Design, construction and financing of an appropriate residential / commercial development including
car parking and public domain within the precinct.

The Project, involving demolition of the existing structures and redevelopment of the Precinct, is a key

element of Council’s vision to deliver much needed new community, civic and administration facilities and

achieve some of the key objectives of Council’s Community Strategic Plan.

The Project also provides the opportunity to complete the second stage of the revitalisation of Ryde Town
Centre and is considered to be a “once in a generation” opportunity to deliver new community facilities.

An Expression of Interest process was undertaken that concluded in early February 2012 and resulted in four
organisations being shortlisted to participated in the select tender process. The organisations were:

® Lend Lease Developments Pty Ltd (Lend Lease)
° Billbergia Pty Ltd (Billbergia)

® Leighton Properties Pty Ltd

° Mirvac Projects Pty Ltd (Mirvac).

The RFT was issued to the shortlisted tenderers on 10 February 2012 with the closing date for submissions
being 10 April. During the tender period the organisations were provided with the opportunity to attend
interactive sessions with Council representatives to discuss the project including key design elements,
commercial outcomes and planning related matters. These workshops were held during the period 15
February 2012 to 14 March 2012.

At close of tender, responses were received from Lend Lease, which submitted a base case and an alternative
offer and Billbergia which submitted a base case and two alternative offers. The other two selected tenderers,
whilst participating in some of the interactive workshops made a decision not to submit a tender response.
These two organisations were Mirvac which quoted workload limitations for its non response and Leighton’s
Properties Pty Ltd which did not cite a reason in its letter to Council of 10 April 2012.

An Evaluation Panel was established for the assessment of the tender responses which, consistent with the
Evaluation Panel for the EOI phase, consisted of expert advisors in the following areas:

o Sustainability
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° Planning

° Urban design

® Cost and risk
° Finance and funding
e Legal and contract

The Evaluation Panel held three evaluation meetings to review the tenders. At the first evaluation meeting on
9 May 2012, the Evaluation Panel decided:

° To accept the base case and the alternate case offered by Lend Lease as compliant offers
° To accept the base case and one altemate case offered by Billbergia as compliant offers
® To reject the Billbergia alternative of a Build, Operate Transfer funding model which was a Public

Private Partnership model which was beyond the scope of the RFT and did not meet the RFT
requirements for consideration and timing. The evaluation panel deemed the alternative to represent a
change of scope and that if it was accepted then all tenderers should have been provided with the
opportunity to submit a PPP offer, potentially leading to a retender.

Both tenderers made presentations to the Evaluation Panel on 20 April 2012, on their proposed solution and
offer.

Further meetings were held with the tenderers on 7 May 2012, 8 May 2012 and 17 May 2012 in order to
discuss potential negotiation items and matters for clarification which would be considered by Council

should negotiations be required, pursuant to clause 178 (3) of the Local Government ( General) Regulation
2005. Information provided during these clarification meetings was not included in the evaluation of the

submitted tenders.

The Evaluation Panel scored the four compliant bids as follows:

® Lend Lease Alternative Case  68.2

e Lend Lease Base Case 64.4

® Billbergia Alternative Case 43.7

° Billbergia Base Case 421

° Billbergia BOT not scored as not compliant with the RFT and Project requiremenis

The Evaluation Panel produced an evaluation report detailing the evaluation process which recommended
that:

° Council reject all tenders received consistent with clause 178 (1) (b) of the Local Government
(General) Regulation 2005 and section 11.1 (¢) of the RFT

® Council not invite fresh tenders, invite fresh applications or undertake the development itself

o Council engage in direct negotiations with Lend Lease pursuant to clause 178 (3) (e) of the Local
Government (General) Regulation 2005 and section 9.9 of the RFT.

We understand from the evaluation process and the evaluation report that the tender from Lend Lease was
considered by the Evaluation Panel to be the least unacceptable and therefore the tenderer with which
negotiations are recommended with the most success to make successful. The Evaluation Report will be
considered by Council at a closed meeting on 12 June 2012.

1.3 Objectives

As detailed in our proposal dated 4 November 2011, the overall objective of our engagement was to provide
a conclusion based on the work performed on whether anything came to our attention to indicate that the
Council evaluation process did not comply with the probity principles in all material respects. If considered
appropriate, OCM was also to provide-observations and/or recommendations in relation to the probity
aspects of the evaluation process, particularly in regard to procedural fairness and equity.
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The scope of our engagement covers the probity aspects of the evaluation pfocess undertaken by Council for
the Ryde Civic Precinct Redevelopment Project RFT.

In accordance with generally accepted probity principles, we have focused on Council’s RFT evaluation
management systems and processes in regard to:

° Accountability of the participants and transparency of the process;

e Fairness, impartiality and honesty in carrying out the process;

° Management of actual, potential and perceived conflicts of interest

® Maintenance of confidentiality and security of documentation and information; and
e Attaining best possible value for money under the prevailing circumstances.

A further description of these principles is included in Appendix A.

This report covers the period 10 February 2012 (the date at which the weightings for the RFT Evaluation
Criteria were set) until 29 May 2012 (the date on which we received the final Evaluation Report).

1.5 M ethodology

Our methodology included attendance at selected RET and evaluation activities, as well as sighting relevant
documentation. These are more fully described under Work Performed, in order to:

o Review the link between procurement planning and the selected approach to the market;

o Review the documented probity controls, including conflict of interest, confidentiality and security
management;

® Review the evaluation procedures, including alignment with the RFT documentation, evaluation
meetings, criteria assessment and scoring methodology;

° Review the evaluation documentation, including records, scoring and reporting; and

® Review the communications and meetings between the tenderer and the Council, including the

provision of addenda and seeking of clarifications.
1.6 Acknowledgement

We wish to place on record our appreciation of the assistance and cooperation received from the
management and staff of the Council.

1.7 Conclusion

Based upon the work described in the Work Performed section, nothing has come to our attention, during the
period 10 February 2012 to 29 May 2012, to indicate that the evaluation procedures carried out by Council
for the Ryde Civic Precinct Redevelopment Request for Tender were not compliant with the probity
principles described in the Scope in all material respects.
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2 Work performed

In completing our work, we undertook the following tasks in order to form a conclusion from a
probity perspective in regard to the RFT evaluation process followed by Council:

1 Confirmed, via review of the signed Evaluation Report, that the RFT was issued to the four invited
tenderers on 10 February 2012 and submissions closed on 10 April 2012 providing a tender period of
60 days. This is consistent with the Local Government (General) Regulation 2005 clause 168 which
states that tenders should be open for at-least 21 days.

2. Reviewed, from a probity perspective, the Request For Tender document titled Ryde Civic
Precinct Redevelopment Request For Tender (COR — RFT — 2/12) and observed that it
contained the following clauses with regard to probity:

The project objectives and vision for the Civic Precinct redevelopment
b.  An indicative procurement timeline

c.  The scope of the project including the Civic Precinct, provision of a new public domain,
and residential, retail and commercial components identified in the Concept Plan

d.  The commercial framework of the project being to deliver the civic developments and
facilitate the commercial developments

e.  The Council’s intention to enter into a Project Delivery Agreement with the successful
tenderer

An outline of the procurement process
The role and contact details for OCM as the Probity Advisers on the project

B w s

The details of all advisers engaged by Council on the project

The evaluation methodology including the criteria to be used for the evaluation
including reference to the relevant returnable schedules

[l

An outline of the mandatory criteria to be met by respondents

k. Discretion for the Evaluation Panel not to further consider a submission where they are
not satisfied that a respondent demonstrates a satisfactory achievement of any of the
evaluation criteria

L Lodgement requirements including that late submissions will generally not be accepted
by the City of Ryde, which is consistent with the Local Government (General)
Regulation 2005

m. Instructions that any enquiries by respondents are to be directed through the TenderLink
portal or to the Development Director if clarification is required

n.  The process Council will follow for the opening of RFT submissions including the
ability for members of the public to be present, consistent with the Local Government
(General) Regulation 2005

0.  The process for Council issuing amendments to the RFT via an addendum loaded onto
the Tenderlink portal

p.  The requirement for respondents to submit a conforming tender and discretion for
Council to reject any submissions that do not comply with the RFT requirements

q.  Details of the procurement guidelines that apply to this process including the Local
Government Tendering Guidelines
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Discretion for Council to not select any tenderer and cancel the RFT process

Reference to the disclosure requirements under the Local Government Act 1993 and the
Government Information (Public Access) Act 2010

Confidentiality requirements as they apply to the process.
General submission requirements
The returnable schedules including the mandatory schedules

A statutory declaration for respondents to complete and return as part of the Mandatory
Returnable Schedule 1, which confirmed that the respondent:

1, 1s not aware of any conflict of interest involving any person employed or engaged
by Council in relation to the project

ii.  has not engaged in any unethical behaviour or sought or obtained an unfair
advantage in obtaining business with Council in connection with this project

iii.  has not disclosed any confidential information relating to this project

iv.  understands and agrees to accept all conditions of the RFT

3. Reviewed from a probity perspective the Request For Tender Evaluation Plan and noted that
it contained the following clauses with regard to probity:

a.

=N

hoo Ao

L

m.

The purpose of the Evaluation Plan including to ensure that the evaluation is carried out
in a fair, equitable and transparent manner

An overview of the project

Lodgment requirements including reference to the returnable schedules

The governance framework for the procurement consistent with the RFT document
The role and composition of the Evaluation Panel

The ability for the Evaluation Panel to consult with expert advisers if required

The requirements for the acceptance of late submissions in accordance with the Local
Government (General) Regulation 2005

The process for the opening of RFT submissions

The process for the initial compliance check of the submissions and the preparation of
the compliance report by the Project Manager for consideration by the Evaluation Panel

Security arrangements to apply to the RFT evaluation including the ability for the Panel
members to review the submissions in their own offices subject to approval by the Chair
of the Evaluation Panel and confirmation that the security of the submissions has been
maintained

The evaluation methodology including an individual assessment of the submissions by
the Evaluation Panel members, seeking input from technical advisers where required,
seeking clarification from respondents and the evaluation criteria and applicable
weightings

Scoring guidelines

Record keeping requirements including meeting minutes and the evaluation report.

4. Observed that the Evaluation Criteria in the Request for Tender Evaluation Plan were
consistent with those provided in the RFT.

OCM Probity Report: Ryde Civic Precinct Redevelopment Request For Tender
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5. Attended the following pre RFT workshops between Council and the four organisations
which had been invited to tender:

® Lend Lease: 21 February 2012 and 14 March 2012
e  Billbergia: 16 February 2012
° Mirvac: 15 February 2012 and 5 March 2012

° Leighton Properties: 16 February 2012 and 12 March 2102.

At these workshops we did not identify anything to suggest that any tenderer was provided
with information that was not made available to the other shortlisted tenderers or were
provided with any opportunity that would give them an actual or perceived advantage during
the tender period. Council maintained records of these meetings which OCM reviewed and it
was confirmed that the minutes were an accurate representation of the matters discussed with
the tenderers.

6.  Attended a meeting of the Evaluation Panel on 22 March 2012 where the Evaluation Criteria
weightings were agreed. This meeting where the weightings were set was prior to the closing
date for tender submissions.

7. Observed that Billbergia made a request on 26 March 2012 to alter the composition of their
consortium relative to that which had been selected in the EOI phase and observed that
Council’s General Manager permitted the consortium change 30 March 2012 consistent with
section 10.3 of the RFT.

8. Confirmed with the Project Manager for the Project on 23 May 2012 that 19 Notices were
issued to all proponents during the RFT period.

9. Attended the RFT opening at 2:00pm 10 April 2012 and observed the following:
The electronic tender box was opened after the closing date for tenders
b. No late responses were received

c. There were two representatives from the Council present at the tender openin g consistent with
the Evaluation Plan as well as the Service Unit Manager — Risk and Audit.

We did not identify anything to suggest that the tender opening process was inconsistent with the
process described in the RFT and the Evaluation Plan or with the requirements outlined in the Local
Government Act 1993 and the Local Government (General) Regulations 2005.

10.  Sighted the letters from Leighton Properties and from Mirvac which advised that these two
organisations would not provide a tender response. Mirvac quoted workload limitation issues for its
decision not to respond and Leighton Properties did not cite a reason for not submitting a bid in its
letter to Council of 10 April 2010. Contacted a representative of each of Mirvac and Leighton
Properties to inquire if their decision not to tender was influenced by any probity issue and both
reported no probity issues.

11.  Attended the Evaluation Panel meetings on 3 May 2012, 9 May 2012 and 21 May 2012 and
observed the following:

a.  Panel members had completed an individual assessment of the tender responses prior to
the meeting

b.  Panel members received a briefing from Clayton Utz as the legal advisors on the project
in relation to the process for seeking clarification as well as the options available to the
Panel on recommendations to be made to Council on the acceptance or rejection of the

- tender responses
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c.  Panel members received a briefing from the subject matter experts as well as a copy of
the reports covering these areas which was taken into consideration as part of the
assessment of the tender responses

d.  The Panel members’ individual scores were inputted into the evaluation spreadsheet
which calculated the average scores and overall scores following the application of the
criteria weightings

e.  The Panel members discussed the rankings of the respondents and confirmed that there
was a clear differentiation in scores between the first and second ranked tenderers

On the basis of our observation of the evaluation meetings, we did not identify anything to
suggest that the process followed for the assessment of the submissions was inconsistent with
the agreed methodology in the RFT document and the Evaluation Plan.

12, Observed the performance of the members of the Evaluation Panel at the meetings we attended.
Nothing came to our attention to indicate that the Panel as a whole did not include the appropriate
skills, professional qualifications and experience required to undertake an evaluation of this nature.
Noted the composition of the Evaluation Panel was also approved by the General Manager, Council’s
most senior delegated officer for this RFT, as part of his approval of the Evaluation Plan.

13.  Attended the offices of the independent consultant, JBA, who provided advice to Council as well as
briefing information to the tenderers on planning related matters, to confirm the maintenance of
confidentiality at JBA. During this review we did not identify any breaches of probity or the probity
plan.

14, Attended and provided a probity briefing to tenderers’ at the presentations on 20 April 2012, Also
attended the clarification meetings with tenderers on 7 May 2012, 8 May 2012, 17 May 2012 and did
not identify any probity issues in Council’s communication with tenderers. Observed that Council
advised the tenderers at these meetings that:

° The presentations and responses to clarifications were not part of the evaluation process and that
all tenders would be assessed on their original bids

® The purpose of the presentations and clarifications was to further understand tenderers’
responses in the event that Council resolved to directly negotiate with tenderers

15.  Reviewed the Evaluation Spreadsheet and confirmed:

a. The evaluation was undertaken against stated criteria

b. The agreed score was arrived at by applying the method outlined in Council’s Evaluation Plan
6: The scores for the criteria were applied consistently

d. The agreed scores were correctly transcribed to scoresheets/spreadsheets.

16.  Received confirmation from members of the Evaluation Panel on 21 May 2012 that:

a. Sufficient enquiry was made and adequate time and resources allocated to the evaluation
process

b. There were no known breaches of confidentiality

& There were no known conflicts of interest and no Evaluation Member had any associations with
tenderers other than professional contacts

d. They are unaware of any bias in the evaluation process

€. They are unaware of any other issue of a probity nature that has not been resolved.

17.  Reviewed from a probity perspective the Ryde Civic Precinct — Redevelopment — Evaluation
Report— COR-RFT-2/12 (Evaluation Report) dated 29 May 2012 and noted that it contained
the following items with regard to probity:

a.  Overview of the RFT COR-RFT-2/12 including the responses required and the purpose
of the Evaluation Report
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-18.

19.

20.

21.

Work performed

b. A description of the RFT evaluation panel including subject matter experts
The Assessment Schedule including the timelines for the evaluation process

d.  Administrative matters including descriptions of the declaration of interests, the
confidentiality of information, and the Evaluation Plan approval process

e.  The submissions received, including document distribution, the RFT opening process
noting no late submissions and a summary of compliance issues with the submissions

f. An overview of the evaluation process including the evaluation criteria and weightings
and the scoring system

g.  Anoverview of the RFT Panel deliberations
h. Review of submissions received

i, The Evaluation Panel’s recommendation for Council to resolve to reject all tenders and
enter into negotiations with Lend Lease who submitted the least unacceptable tender

i Appendices including Minutes of the evaluation panel meeting, clarifications sought

and received, conflict of interest and confidentiality undertaking, the Compliance
Summary Report.

Observed on 25 May 2012 that the Evaluation Report was endorsed, via email, by all members of the
Evaluation Panel. We noted no material changes in Council’s final Evaluation Report of 29 May 2012
compared to the Evaluation Report of 25 May 2012 which was endorsed by the Evaluation Panel

members. :

Contacted representatives of Lend Lease and Billbergia on 18 May 2012 and provided them with an
opportunity to raise probity concerns and no probity concerns were raised.

Reviewed the assessment of Council’s Service Unit Manager: Risk and Audit, of Confidentiality
Undertakings and Statements of Association, supplied on 25 May 2012, which did not identify any
staff, consultants and advisors had not provided Confidentiality Undertakings and Statements of
Association.

Observed the evaluation process for the tender responses and did not identify anything to suggest that
the process followed by the Evaluation Panel for the assessment of submissions was inconsistent with
the RFT document, the Evaluation Plan, or the tender requirements outlined in the Local Government
Act 1993 and the Local Government (General) Regulations 2005 and the Local Government
Tendering Guidelines.
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Appendix A: Probity Principles
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Accountability and Transparency are related concepts. Accountability involves agencies being able to justify
the use of public resources to an appropriate authority by allocating and taking responsibility for past and
expected performance. This includes aligning the decision making process with the appropriate delegated
authority, and keeping adequate records that will leave an auditable trail. Transparency refers to the
preparedness to open a project and its processes to scrutiny and possible criticism. This also involves
providing reasons for all decisions that are taken and the provision of appropriate information to relevant
stakeholders.

Individuals and organisations involved in preparing and submitting proposals are entitled to expect impartial
treatment at every stage of the process. If they do not consider the process to be fair, impartial and honest
they may withhold valuable ideas or be deterred from bidding in the future. Any form of bias, whether
driven by personal interests or not, could jeopardise the integrity of the project. Procedures that include
multiple person panels, independent members and observers mitigate this risk.

Management of Conflicts of Interest

A conflict of interest is a conflict between the public duty and private interests of a public official where the
public official has private interests which could improperly influence their official duties and responsibilities.
The community and potential tenderers have a right to expect that public officials will make decisions that
are not influenced by private interests. Similarly, when the private sector is engaged to perform public sector
duties, there is an obligation to ensure that conflicts of interest are disclosed and effectively managed.
Perceived or potential conflicts of interest can be as damaging as actual conflicts, and procedures should be
implemented to mitigate the effect.
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Although accountability and transparency are fundamental to the work of public sector organisations and
public officials, there is some information that needs to be kept confidential, at least for a specified period of
time, in order to protect the integrity of the process and give tenderers the confidence to do business with
government. This information can include the content of proposals, intellectual property and tenderers’
pricing and profit structures. Importanily, much of the information relating to the project needs to be kept
confidential up to the point where a contract is executed with the successful tenderer. However, once this
has happened, government guidelines require that certain information be released, consistent with the
fundamental principles of public sector accountability and transparency, as discussed above. Procedures
must be implemented to ensure that no unauthorised release of confidential information occurs.

Altaining value tor money

This is demonstrated by the use of an open competitive environment in which the market is tested regularly,
and tenderers can make attractive, innovative proposals with the confidence that they will be assessed on
their merits. Value-for-Money is not necessarily achieved by accepting the lowest available price. The
process should include: the evaluation of non-price criteria (such as the quality of the goods or services
offered, the experience and past performance of the providers, the financial strength of the companies, the
differing risk factors, the quality of the personnel, etc.); cost-benefit analysis against a target outcome or
budget; the assessment of the total cost over the proposed life of the project; and, where appropriate, whether
the outcome is best achieved by the Private Sector, using a Public Sector Comparator. Procedures should
include a comparison of the non-price and price criteria on a weighted basis, with both the criteria and the
weighting between price and non-price criteria declared in the call documentation.
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Appendix B: Statement of
Responsibility

Management’s responsibility for the evaluation process

‘The management of the City of Ryde is responsible for the design and implementation of the evaluation
process controls in accordance with Government and the City of Ryde’s policies. This responsibility
includes establishing and maintaining processes relevant to the evaluation process to ensure that the process
meets appropriate probity policies, laws and regulations; and leads to selecting the most appropriate tenderer
or tenderers under the prevailing circumstances.

')
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Our responsibility is to express a conclusion on the Evaluation Process based on our review. We conducted
our review in accordance with the Australian Auditing Standard on Assurance Engagements ASAE 3000,
Assurance Engagements Other than Audits or Reviews of Historical Financial Information issued by the
Australian Government Auditing and Assurance Standards Board, in order to state whether or not, on the
basis of the procedures described and witnessed where appropriate, we have become aware of any matter that
makes us believe that the evaluation process is not in accordance with the principles described above.

A review consists primarily of making enquiries, primarily of persons responsible for undertaking the
evaluation process and its underlying documentation, applying analytical and other review procedures, and
examination of evidence for a small number of transactions or events. A review is substantially less in scope
than a reasonable assurance audit conducted in accordance with ASAE 3000. Accordingly, we do not
express an audit opinion. Had we performed a reasonable assurance audit as defined by ASAE 3000 or an
audit as defined by the Australian Auditing Standards, additional information may have come to our
attention, which would have been reported to the City of Ryde.

While conducting our review and/or in our report we may provide advice and/or recommendations
in relation to the mitigation of risk of challenge to the processes undertaken by the City of Ryde. In
these cases, our responsibility is limited to providing such advice and/or recommendations, based
on our experience and knowledge of the subject matter of the project. For the avoidance of doubt,
the procedures performed in providing advice and/or recommendations do not constitute an
assurance engagement in accordance with the Australian Auditing Standards for Assurance
Engagements, nor do they represent any form of audit under the Australian Auditing Standards. We
therefore do not express any form of assurance in relation to the advice and/or recommendations,
and none should be inferred from any such commentary in this report.

Inherent limitations
Our Work is subject to the following limitations:

® Owing to the inherent limitations of any intemal control structure, it is possible that errors or
irregularities may occur and not be detected. Our procedures were not designed to detect all
weaknesses in control procedures as they were not performed continuously throughout the period and
the tests performed are on a sample basis.

° Any projection of the evaluation of the control procedures to future periods is subject to the risk that
the systems may become inadequate because of changes in conditions, or that the degree of
compliance with them may deteriorate.

o The matters raised in this report are only those which came to our attention during the course of
performing our procedures and are not necessarily a comprehensive statement of all the weaknesses
that exist or improvements that might be made. We cannot, in practice, examine every activity and
procedure, nor can we be a substitute for management’s responsibility to maintain adequate controls
over all levels of operations and their responsibility to prevent and detect irregularities, including

OCM Probity Report: Ryde Civic Precinct Redevelopment Request For Tender Page 10



Appendix B: Statement of Responsibility

fraud. Accordingly, management should not rely on our report to identify all weaknesses that may
exist in the evaluation process, or potential instances of non-compliance that may exist.

Advice and/or recommendations for improvement should be assessed by management for their full
commercial impact before they are implemented.

Limitations on use

This report is made solely to the management of the City of Ryde in accordance with our proposal
dated 4 November 2011, for the purpose of providing comfort to senior management on the
appropriateness and robustness of the evaluation process and should not be quoted in whole or in
part without our prior written consent. We disclaim any assumption of responsibility for any
reliance on this report to any person other than the management of the City of Ryde, or for any
purpose other than that for which it was prepared.

We disclaim all liability to any other party for all costs, loss, damages, and liability that the other
party might suffer or incur arising from or relating to or in any way connected with the contents of
our report, the provision of our report to the other party, or the reliance on our report by the other

party.
Independence, Competence, and Experience

All professional personnel involved in this engagement have met the independence requirements of
the Australian professional accounting bodies.
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