Concept Symposium 2016
Governing the Front-End of Major Projects

Exploring the Application of the Network Rail is one of the UK’s largest construction clients. A Government review published in May 2011identified

greater collaboration between industry partners as being an enabler for delivering the need to greater value for

A"iance Delivery Model Within UK money. The infrastructure projects business unit embarked upon a collaborative working change programme to

. transform its supply chain relationships. A major element of this was the development of collaborative contracting
Rall Infrastructu re. A Case StUdy delivery models with a particular focus on the use of the Alliance delivery models.

This session will explore the company’s development and implementation of the alliance delivery model including:
Neill David Carruthers
Senior Consultant * the learning from application of the model in other sectors and countries, primarily Australia;
PTP Associates Ltd * identification of the necessary supporting elements for Alliancing to work;
UK * internal and external stakeholder engagement to secure support; and
* the use of ‘pathfinder’ projects through which to demonstrate the benefits and learn from experience.

More specifically, the case study will consider the factors that are most likely to suit the use of the alliance delivery
model, different variants of alliance agreements that were used during the pathfinder projects and the implications
for the procurement and tender evaluation process.

The session will also consider the steps necessary to help build the Alliance organisation and culture including the
creation and maintenance of a robust governance framework.

http://www.ntnu.no/concept/
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OVERVIEW

Introduction to PTP

Case study context

Why alliance? - Criteria for selecting the alliance model
The Alliance model used

Application to specific projects
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PTP’S ROLE

PTP’s key responsibilities were:

e Advising on the development and application of the Pure Alliance
model

* Working with the client’s internal & external legal advisers on the
composition of the legal documents

* Behavioural awareness & coaching of the client team pre-contract

* Behavioural assessment of bidders

* Supporting selection of the Alliance Manager and Alliance Leadership
Team

* Providing induction training

* Acting as independent adviser to the Project Alliance Board

* Design and implementation a cultural change programme
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NetworkRail
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Case Study
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Network Rail - Role and Responsibilities

(o] [=F

* To develop, maintain and operate rail infrastructure in partnership with
customers, suppliers and other stakeholders

Responsibilities:

Own, maintain and renew infrastructure .

; '|metable reEor,tprrformance

»h

everyone
home safe
every day




WHY? STAKEHOLDER PRESSURE

» Closer working together between
Network Rail and the operators

A\
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customers and th€ market as pa

* Reformed centr Irr
the industry reg
Rail

* Therail industry s
efficient by 2018/19

» Stronger joint industry
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WHAT DID IT MEAN FOR THE CLIENT TO BE COLLABORATIVE?

Awareness

Visions, values
leadership
Disengagement &7 Strategy ,
Triggers & objectives Outcomes

Process & Implementation
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WARNING! ALWAYS READ THE LABEL

Spectrum of Alliance models — UK Utility and Transport Sectors

-igh ~________ Level of Risk Accepted by Employer - Low

. Alliance A Traditional Framework
GENERIC (joint dAeIIIiI::rce claims e (Cnn‘::IaI:::reonl IETUEREEL Tl
INDUSTRY ¥ T be‘t'\'neen delivery, no target cost, delivary, joint tar;et delivery, Contractor
e incentive threshold for ::ost) only target cost or lump
MODELS P fee recovery) sum)

MODELS

TYPICALLY USED
IN UK
INFRASTRUCTURE
AND TRANSPORT
SECTORS
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PREVIOUS EXPERIENCE - BARRIERS TO BE OVERCOME

e Historic baggage which produces a low level of trust

 Commercial/legal frameworks written to protect owner, not to
promote success

e Lack of real commitment at senior level

e An inability to let go and an attempt to hang on to illusions of control

* Minimal investment in the support and education programme

e Alliance ‘badging only’ and ‘business as usual’ attitudes and
behaviours

e Lack of knowledge skills and right attitude at operational level

* Lack of leaders with alliance experience and skill set.

* Poor selection process to find suitable participants

e Alliance procurement model not suitable for the project

PTP Associates Ltd© 9
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THE ALLIANCE JOURNEY - Project Suitable for Alliancing?

e Uncertain scope of works
 Complexity of the project

* The project has to interface and co-exist with an existing operating
facility

 Numerous complex and/or unpredictable risks,
e Difficult stakeholder issues

e Tight timeframes

* High likelihood of scope change

e Shifting business or political imperatives
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NetworkRail

Alliance Forms of Agreements

WESSEX
ONGE CAPACITY
ALLIANCE — FOUR AS ONE ALLIANCE

» Two forms of alliance agreement were developed: @

S — Overarching alliance agreement with underlying ‘works’ s
/ contracts: This reflects the basis upon which previous  HitchinAlliance
mggaEm rail industry alliance agreements operated but revised
Inprenent e to incorporate some of the recognised issues.

— Stand alone project alliance agreement (“PAA”): This

reflected the latest alliance thinking and perceived best 77 )\
%; practice developed in Australia and became the default 7 )
e approach. =

Northern Hub
STAg;&SQDSH | I;)E Faster — more frequent
ALUANCE J \

Note: PTP were the adviser on 75% of these alliances

(())
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PURE ALLIANCE — CONTRACTING FOR SUCCESS

Collective legal
responsibility

Best individual
for roles from
the partners
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Underlying
principles of
the ‘Pure’
Alliance Model

‘Three Limb’
re-imbursement
- actual cost,
profit &
overhead, pain-
gain

Limited
enforceability of
contractual
rights

Unanimous
decision making
at leadership
team level
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PURE ALLIANCE -YIN YANG ELEMENTS

HARD YANG ELEMENTS SOFT YIN ELEMENTS

giect governed by project alliance board
cisions have to be unanimous

Collective accountability for successful deli
of the project

Remuneration Model — Pain/G; egrated project organisation

All uninsurable risk shared fftween alliance for project’.

participants project goals

Open book and financial fludit process G

pllaborative behaviour
All disputes and conflict pandled internally with
no recourse to litigation Jexcept in cases of ya
damage

selected for

dership capabilities as
ilities

Primary emphasis on busfess outcong
investment

pust relationship.

. . igh level of trust
Scope variation as per variati®

document B roles, responsibilities and

ies.
Participant selection criteria and proCe
ance education and support programme
Alliance Auditor

*  Open Communication
Early selection of constructors

* One Alliance Brand — No company logo’s
Legal Alliance Agreement

*  Win-win Philosophy 13
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NetworkRail

Stafford Area Improvement Programme

The Project The Strategy

STAFFZRDSHIRE
ALLIANCE J

e A multi-disciplinary rail infrastructure eAlliance procurement strategy
enhancement scheme developed to align parties, manage

eValue — approx £200m risk and create incentives

e Subject to TWA e Pre-formed alliances

e New form of bespoke alliance

e \West Coast Main Line — critical rail
agreement

artery

T t tend
e Significant risk profile * TWO Stage tehder process

e Significantly reduced Commercial

*High level of interdependency weighting

between different suppliers

__— (P19 )]
ssociates Ltd©
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Stafford Area Improvement Programme

Two Stage Tendering Process

STAFFRDSHIRE
ALLIANCE 2

Final negotiation
with
preferred Alliance

\ 4

Preforming ITT Stage 1 ITT Stage 2

Form 3+ Alliances

[ >
ITT Stage 1

[ >

- Issue ITT Docs ITT Stage 2

* Written submissions & , i

workshops

* Evaluation * Develop TC with two AIIiancesI Contract —
—  50% Technical * Select one Alliance based on:

— 30% Behavioural — 70% clf stage 1 score » Corporate acceptance
- 20% HSE — 30% commercial v Nov 12

* Select two Alliances for * Develop PAA * PAA signature

stage 2 *September to October v January '13

* May to July

NetworkRail



ORGANISATION STRUCTURE

PROJECT ALLIANCE BOARD
(PAB)
(INCLUDES INDEPENDENT ADVISER)

A \
ALLIANCE AUDITOR

ALLIANCE MANAGER
]

ALLIANCE LEADERSHIP TEAM

(ALT)
T STAKEHOLDER MANAGEMENT
TEAM
7'y A T
TEAM LEADER TEAM LEADER TEAM LEADER
WORK UNIT WORK UNIT WORK UNIT
TEAM — TEAM TEAM

PROJECT ORGANISATION BASED ON INTEGRATION AND
TEAMS AS BUILDING BLOCKS OF STRUCTURE

PTP Associates Ltd© 16
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NetworkRail

WESSEX PROGRAMME ALLIANCE - HOW? WESSEX

CAPACITY
ALLIANCE

e Obtain client team commitment

e Market engagement — advance, PQQ, ITT and
during tender period

¢ Client team undertook the same assessment
process & personality profiling with 1:1
feedback

e Structured evaluation (25% of total weighting)
— Group assessment (12%)

— PAB interviews (6%)

— ALT interviews (4%)

— Written submission (3%)

The overall aim of the process was for the client’s people to observe and experience what it would be
like to work with the people they will finally select to alliance with.

Benefits

* Behavioural assessment process prepared teams for working in a very different delivery model

* The selection process enabled people to build relationships prior to award

* Strong emphasis throughout process that those attending assessment centres appeared in the
alliance team — this has resulted in 90% retention rate past Year 1 — significant improvement

* Increased client confidence in the team selected to work together and deliver
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PURE ALLIANCE - BEHAVIOURS

BEHAVIOURAL TRANSFORMATION

FROM : TO :

Closed Open

Secretive Accessible (information)
Exclusion Inclusion

Master — Servant Equals

Blame passing Self accountability
Rule based Value based
Tightly controlled Loosely compiled
Best for Company Best for Project
Directive Empowering
Argument Dialogue

‘PERSONAL RELATIONSHIPS INFLUENCING PROFESSIONAL BEHAVIOUR’
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CHANGE PROCESS

DEPICTION OF THE NON LINEAR NATURE OF CULTURAL CHANGE

CHANGE
GOAL: HIGH
PEROFRMING
ALLIANCE

RATE OF PROGRESS TOWARDS CHANGE GOAL

LAUNCH

TIME SPENT

. 19
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NetworkRail

Benefits Realisation - Schedule

Hitchin Grade Separation Project

2™y b * Achieved a six month reduction in the two
=i = - year construction programme

How?

* Integrated scheduling within the Hitchin
Alliance members

* Aligned commercial mechanisms
* Joint leadership commitment

* Investment in behavioural development

* Project Alliance Board structure involving

key supply chain partners

20
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PTP ALLIANCE MODEL

Alliance Dynamics: ‘Not business as usual’

Business Context

Collaborative Behaviour
&
Performance Culture

Leadership

VFM
Achieving the
owners VFM
statement at
fair cost

Business Context
}X8juo0) ssauisng

) PTP ALLIANCE MODEL (2013)
PTP Associates Ltd©®© 21
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HE GOVERNMENT & INDUSTRY GUIDANCE

A commercial model An understanding and a
that aligns all partners commitment to the

and creates the behavioural change
behaviours required required

Leadership
committed to
alliance approach
and that will drive
required change

The capability to
develop and sustain
high performing
integrated teams

Source: “Alliancing Best Practice in Infrastructure Delivery” — October 2014
Infrastructure UK & the Infrastructure Client Group
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QUESTIONS

For further information:
WWwW.ptpassociates.co.uk
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