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Scope: ICT connects people & information

End user
devices

Tools used by staff to access information
e.g. laptops, tablets, phones

What is ICT?*

Web and
digital
interfaces

The digital systems used to enable
online customer services including
transactions and operation of websites

Business
Intelligence

The systems that automate the
collation, analysis and presentation of
data into information

Business
systems

Software used to run the council,
including enterprise resource planning
(e.g. SAP) and transactional systems

Operating
systems

The software operating on servers and
end user devices (e.g. SQL, Windows 7)
enabling other applications to operate

The term is generally accepted to mean all services and devices
that allow people and organisations to interact in the digital world.
The scope of this review includes:
• current and planned technological services, activities and
resources to create, disseminate, store and manage
information across the Group
• ICT devices, software applications and hardware,
communication networks and associated support services
• ICT policies and strategies, operational uses, governance and
capability.

Out of scope
The impacts of changing technology (e.g. changing skills required
for jobs) on the wider community
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Key ICT features in the “technology stack”

This review* covers all organisations in the Auckland Council Group
(the Group) and assesses whether the provision and delivery of
Information and Communication Technology (ICT) is cost-effective,
and supports the council in its role to deliver on the Auckland Plan’s
outcomes.

This *review report should be read in conjunction with the review’s terms of reference

Core infrastructure with servers and

Data centre
databases and the communication
and networks networks to join up the ICT environment

Some key facts

1.4m customers

Over 20,000 devices

ICT in context of the
Group
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600

12,000 users

Staff supporting technology

$280m Annual expenditure

Operating spend 16/17
(Total $3.8b)
Capital spend 16/17
(Total $1.5b)

$202M
$77M

> 3000 locations

Rates-funded share

Rates-funded share
($0.05 for every $100 of
total rates)

56%

Executive summary – key findings
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The Group achieved its
ICT service challenge at
amalgamation

• A number of challenges were faced at amalgamation with eight of everything, disparate
workforce and high customer expectations.
• The first challenge of keeping the lights and stabilising systems was successfully
achieved.
• Reduction in complexity, standardisation and improved user experience has been
achieved over a number of years.

Costs are reasonable
compared to
benchmarks

• ICT represents 4.5% of the Group’s total operating cost. This has been decreasing as
systems are standardised.
• Auckland Council costs are in line with the Gartner* public sector benchmark.
• Watercare costs are lower than the Gartner benchmark for utilities raising the question:
is investment at an appropriate level?
• Auckland Transport (AT) costs are above Gartner’s Transport benchmark and high
relative to NZTA. This reflects a budgeted increase in investment in technology for traffic
management, street lighting and network operations supporting Auckland’s growth.
NZTA has signalled an increased future investment in technology
• Business cases could be improved, in particular outlining how benefits will be realised.

There is sharing of ICT,
but duplication exists

• Auckland Council provides all technology to ATEED, Panuku and some for RFA. AT also
shares some technology with NZTA.
• Each organisation has ICT requirements core to achieving their outcomes, however there
also common requirements that could be managed collectively e.g. finance systems.
• There is an opportunity to reduce duplication and concentrate capability for common ICT
services.

*Gartner is an American research and advisory firm providing ICT-related insight and technology research to
organisations to enable better informed decisions on key systems initiatives.

Executive Summary – key findings
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Some Group
procurement occurs and
there is an opportunity
to procure more on a
Group basis

• Many ICT items are commodities and there is value from adopting a Group-wide
approach to ICT procurement. There is some Group procurement and there is more
opportunities which should be explored.
• Consolidation of expenditure in alignment with the Group Procurement Policy would
achieve lower cost from volume and reduce the cost of procurement.
• Some ICT is procured via NZ government contracts and further opportunities to use
these should be assessed.

ICT is shifting to “as a
service” consumption
requiring new skills and
financial approach

• The Group owns most of its ICT hardware and software but has started to procure “as a
service”. This follows a global trend where you pay for the service you use rather than
buying and owning.
• Data centre operations have been outsourced (separately) by each organisation and a
common approach may be appropriate to increase value.
• This changing approach changes how ICT is accounted (moves from capital to operating
cost) for, and introduces new skills required of ICT teams with an increased focus on
service orchestration, change management and contract management.
• The accounting change may put pressure on future operating budgets, in particular
exponential growth in data storage requirements

Efficiency v
effectiveness trade-offs
are key – one size does
not fit all

• One size does not fit all and to maintain effectiveness certain functions need to be
managed by each organisation. This same consideration should be given to different
services within an organisation.
• There is merit in developing a framework for Group ICT governance and a Group ICT
strategy outlining where the Group could and should collaborate on ICT items of common
interest to both improve efficiency and effectiveness.

Executive Summary – key findings

Speed of technology
change may need a
quicker delivery process

• The Group is adopting an Agile or iterative way of working as an approach to deliver
improvements quickly.
• Traditionally, projects adopted a structured, sequential approach to delivery and
typically take several months to deliver improvements in one go-live event.
• Agile approaches deliver projects quicker in a series of 2-4 week sprints where
incremental improvement is achieved.
• Both approaches are valid, depending on the project requirements.

Cyber security is both a
risk and an opportunity

• Cyber security is a strategic risk for most organisations and the Group is a target for
cyber attack. The availability of appropriately qualified staff and the ability to keep
current with cyber activity, which can change in minutes, is a challenge.
• In time, this could be outsourced to keep current with cyber events and obtain the right
capability, but in the short-term shared capability across the Group should be considered
as a way to manage this risk.

There is no Group ICT
approach – necessary
for becoming a smarter
city
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• There is no Group ICT approach to deliver LTP outcomes where it is becoming increasingly
important to build, share and use data using the “internet of things” in line with smart city
thinking. This better monitors, automates and responds to the growing city, and helps
manage the use of city assets and services.
• An immediate next step would be to formally establish a Group CIO forum, with
appropriate sponsorship and representation of all organisations to assess how the Group is
best supported with data, sensing and communication tools. This forum can develop an
approach of how the Group works together on items of common interest and respond to
recommendations in this report.

Value was assessed by considering these key questions
Confidence that VfM
achieved and planned

Key question

•

Each organisation has made significant progress has been
made in standardising the ICT landscape from
amalgamation

•
•

Compared to benchmarks ICT is cost-efficient
Costs have decreased at Auckland Council

•

Some technology shared services exist but more
opportunity exists to collaborate on items of common
interest
Distinct & separate ICT governance operates for each
large organisation

1

What have been the gains from amalgamation and any ICT
initiatives since then?

2

Does ICT operate in a cost-efficient manner?

3

Does the Group co-ordinate and co-operate on technology
solutions to minimise duplication, reduce cost or improve
effectiveness?

4

Do the ICT services effectively support the delivery of the
Group’s customer, service and strategic objectives?

5

Is there a good understanding of the supplier marketplace
and are suppliers managed effectively to reduce cost or
improve effectiveness?

6

Are the technology change processes sufficiently robust and
agile to achieve business case outcomes efficiently,
effectively, to budget and at pace?

•
•

Good project management approaches are used
Business cases could be improved by having more robust
options analysis benefits realisation plans

•
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Do the ICT governance and assurance arrangements and
systems maintain a secure and robust ICT environment, and
manage risk (including cyber security) while enabling open
data and innovation?

Cyber security is a strategic risk for all organisations and
has adequate focus
There is a global shortage of appropriately qualified ICT
specialists which may present future challenges

Does ICT have a good understanding of emerging technology
trends and risks and has it organised itself to respond
effectively to them?

•

8

Governance

7

VfM review conclusions

Funding

Service Delivery

•
•
•

Good alignment demonstrated by Watercare and AT.
Auckland Council could achieve greater alignment with
strategy

•

Overall, there is a good understanding of the supplier
marketplace and some group procurement occurs
Opportunity for more Group procurement aligned to
Group Procurement Policy

•

•

VfM demonstrated

Technology is changing at an exponential change. The
growth of sensing technology creates an opportunity for
Auckland to become a smarter city

Some VfM demonstrated

Low VfM demonstrated

Governance

Summary of potential value and dependencies

Funding

Hard

Service Delivery

Ease of implementation

Value propositions

1
3

NPV (10 years) $m

1

Strategic ICT governance

+ve not estimated

2

Common data centre approach

+ve not estimated

3

Collaborative procurement

18

Total

18

Easy

2

Now

Time to achieve targeted outcomes

3 years

Note
• The financial estimates are cash releasing benefits. That means the
Group will improve its cash flow from implementing the opportunity.
• Estimates are indicative of the order-of-magnitude of the opportunity,
drawing on assumptions from the literature and experiences in other
places. Their purpose is to establish the case for progressing options
and associated business cases. In some cases, the evidence is strong; in
others, the basis for assumptions is speculative.
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Quick wins
A

Develop ICT category plan for 2018/19

B

Improve robustness of business case development

C

Create a common pool project resources

D

CCTV shared service

E

Achieve alignment of organisation and ICT priorities
(Auckland Council parent)

Recommendations to Appointments, Performance Review and
Value for Money Committee
It is recommended that the council’s chief executive collaborate with the chief executives of the CCOs to:
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Strategic ICT governance for items of common
group interest

Common data centre approach

Value will be delivered from improved alignment of ICT across the
Group so that scale can be leveraged and duplication eliminated.
Auckland Plan outcomes will be supported through a joined up
approach to the implementation of Smart Cities technologies.

Value will be delivered from alignment of data centre provision
across the Group and sharing both expertise and realising scale
benefits.

Recommendations

Recommendations

1. Develop and implement a Group approach to governing ICT for
items of common group interest. It is anticipated that this will
include:
•
key guiding principles balancing each organisation’s needs
and current ICT expertise with the benefits of
collaboration
•
mandate to participate and use
•
consideration of appropriate operating models including
centres of expertise and other shared arrangements to
reduce duplication and improve efficiency
•
an implementation plan.

2. Design and implement a consistent Group-wide approach for
managing data centres. It is anticipated that this will include:
• appropriate service levels required from a data centre
segmented, where appropriate, by organisation and
service requirement, including an appropriate
assessment of risk
• an assessment of current data centre providers and any
options that may be part of the All of Government
contracts
• a framework to manage supplier relationship(s) and
develop a strategic Group approach to deliver future
benefits
• agreed plan on approaches to reduce, if applicable,
future demand for data centre capacity.

Recommendations to Appointments, Performance Review and
Value for Money Committees (cont.)
It is recommended that the council’s chief executive collaborate with the chief executives of the CCOs to:

Consolidate ICT expenditure via collaborative
procurement
Value will be delivered from improved alignment of ICT
procurement across the Group so that scale can be leveraged and
duplication eliminated.

Recommendations

1. Build on the collaborative approach in the Group Procurement
Policy by building an ICT procurement strategy and category
management plan. It is anticipated that this will include:
• ICT services which are common across the Group and
where a collaborative approach to procurement
would be beneficial
• suppliers who are shared across the Group where a
collaborative approach to ongoing supplier
management would be beneficial
• ICT services where the All of Government
procurement contracts will be used
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Quick wins
During the review we identified further unvalued tactical improvement opportunities that could be delivered quickly (less than six
months to complete) as quick wins. We suggest management evaluate these for implementation as part of business as usual.

A

B

C

Develop ICT procurement
category plan for 2018/19

Improve business case development

Create common project practices
and a pool of project resources and
suppliers

Review current ICT suppliers across
the Group to identify opportunities to
combine contracts/re-negotiate more
favourable terms on a Group basis.

Investment decisions are made to realise
future benefits and business cases could
be more robust in how benefits will be
realised. This opportunity is applicable
across all organisations and services, not
just ICT.

ICT manages a large number of projects
each year, supported by third party
suppliers and individual contractors.
Each organisation develops its own
templates and project delivery
practices.

Business cases should also have a
requirement to consider if other council
organisations have an existing solution
that could be used.

We observed the same project
contractors being used at Auckland
Council and AT on different projects.

This would be the first stage in
implementing value proposition #1.

Similar to Communications, a pool of
pre-qualified freelance resources could
be developed and shared across the
Group. If they are using the same
project delivery practices, the time
required to on-board and become
familiar with the organisations,
practices will be reduced.
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Quick wins
During the review we identified further unvalued tactical improvement opportunities that could be delivered quickly (less than six
months to complete) as quick wins. We suggest management evaluate these for implementation as part of business as usual.

D
Complete and implement business
case for CCTV shared service

Alignment of Auckland Council (parent)
organisation strategy and ICT priorities

AT and Auckland Council are currently
developing a business case to provide a
single integrated view of the city bringing
all CCTV cameras into a shared service
managed by AT.

ICT is a key enabler of organisation strategies
and the priorities of ICT should be aligned to
the organisational priorities.

This would include managing cameras
owned by AT, Auckland Council, business
associations and NZTA.
NZ Police, Auckland Emergency
Management and Fire and Emergency
will all have access to the camera feeds.

12

E

The Auckland Council parent strategy is being
updated and once completed there should be
a review of the ICT strategy to ensure both
strategies remain aligned and ICT investment
appropriately prioritised.

The value drivers and chain demonstrate the interconnected
parts that deliver ICT
Value drivers
The digital revolution

Data as innovation
engine

Technology as a
service

Pace of change

Privacy and
cyber security

ICT enables business
transformation to meet
customer expectations about
the council’s services

Manage and use data as an
asset for the Group and the
community, and deliver
information and insights on
demand

ICT’s role will shift to
collaborating as partner on
strategy and service design,
and secure system integrity

Keep pace with increasing
expectations of customers
and employees

Invest in data and system
governance and culture to
manage these key risks

Value chain

Plan
Strategy
• What is the
organisation’s plan
and supporting
business strategy?
• What does the
business need from
technology solutions?
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Business
requirements to
IT portfolio
• How are the council’s
requirements
translated in ICT
solutions?
• What resources are
allocated to ICT?
• How do we determine
the appropriate level
of service and cost to
serve the customer?

Build
Build what the
business needs
when it needs it
• How do we create
solutions that meet
customer
requirements?
• How do we check
customer needs have
not changed?
• How do we achieve
with speed and
agility?

Deliver

Run

Fulfil and
manage service
usage

Anticipate and
resolve
production
issues

• How do we deploy
solutions that meet
business needs?
• How do we manage
organisational
change elements?

• How do we manage
risks to maintain a
stable
environment?
• How do we respond
when there is a
problem?

Review
• How do we measure
performance?
• What have we
learned and how
can we continuously
improve?

Current state assessment
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Technology is changing at a very fast pace and so are expectations
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The council needs to keep pace with rapid and radical change
Keeping up with change

Gartner – 2018 strategic technology trends

• It has been just over a decade since the first iPhone was launched,
revolutionising how people create and access information, buy
goods and services, keep in touch, and work and deliver services.
• The pace of change is exponential. It shapes the expectations of
customers, citizens and communities, and staff. There is an
expectation of immediate access to accurate information.
• This is changing the role of ICT in every organisation.

Gartner has identified the following trends that aren't yet widely
recognised but have broad industry impact and significant potential
for disruption.

What will happen in the next 5 years?
• Digital connectivity will be the routine way to find work, access
health care, manage finances and communicate.
• The emerging digital economy will mean more people will work
on smaller tasks for multiple employers and new technologies will
influence the growth in digital transactions.
• Cooperation and resource sharing will increasingly become the
norm.
• Repeatable or systemised work will continue to be replaced by
narrow AI and robotics.
• Intelligent services will increase the efficiency of infrastructure.
• Data analytics, machine learning and artificial intelligence will
regulate a growing number of online services.
• The value and accessibility of information to end users will
increase, along with the growing risk of privacy breaches.
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Gartner is the recognised industry leader in benchmarking and trend data

1. What have been the gains from amalgamation and any ICT
initiatives since then?
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“Keeping the lights on” at amalgamation and beyond was a
huge challenge and a huge success
• 8 councils consolidated into
one – 8 of every system
• More than 5,000 software
applications
• Outdated hardware and
software
• Inconsistent standards

2010/11

2012

• Single rates bill for all
properties
• Single water bill
• AT Hop launched for
buses
• AC providing shared
services to smaller CCOs

Keep the lights on

• Consolidation of systems –
over $100 million spent on
new financial, asset
management, procurement
and payroll systems in first
3 years
• New Core project began at
Auckland Council

2013

2014

• Improvements to security,
system monitoring and user
experience
• Legacy systems starting to
be decommissioned
• Data storage outsourcing
introduced to improve
efficiency

• Mobile apps for public
transport
• Focused reduction in ICT
professional service and
contractor costs

2015

2016

• New Core goes live. Platform
for standardisation of
services and customer
approach
• Smart city concepts being
considered
• RFA migrated to Ungerboek
system from SAP

Standardise customer experience

• AT – customer central
established
• AT making data public
(third party apps using)
• Watercare introduce
robotic process
automation
• Focus on cyber security
• RFA unified web platform

2017

2018

• Auckland Council moving
transactions online
• Watercare transformation
programme (agile delivery)
• AT winner “Business
Transformation through
business and IT”, CIO Awards,
2018
• GRIDAKL innovation hub
formed

Digitally transform
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At amalgamation there was 8 of everything – a complex and
non-standard ICT application environment
While all organisations faced many similar challenges on amalgamation, the scale in terms of users and systems for Auckland Council
was particularly challenging

Auckland Council’s systems environment at amalgamation: example

19

The application environment has been simplified, and
opportunities exist for Group alignment
Auckland Council’s systems environment in 2018
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Common functions required in all organisations
(technology solution agnostic)

NZ government is adopting a cost-effective cloud-first approach
The cloud delivers ICT services which are retrieved from the Internet through web-based tools and applications, as opposed to a server-based
direct connection.

• Government has adopted a cloud-first policy in preference to
traditional IT systems because they can be more cost-effective,
agile, secure and provide greater choice.
• This approach enables organisations to better take advantage of
emerging technologies to drive innovation and deliver improved
value.
• While cloud-first has a lot of merits, the technology solution
needs to be efficient and effective. Many organisations are
finding this can best be achieved with a hybrid approach where
some services are outsourced to third parties and some
managed internally.

• The council needs to move, over time, from the traditional
delivery approach.
• The Group owns much of its ICT assets, but each organisation
has begun to procure ICT as a service where they pay for
services used rather than buying the technology.
• The Group has adopted some as a service capabilities, most
notably infrastructure where data centres are now managed by
third parties, and for some software applications
• Business case assessment should be made as to whether to buy
or use “as a service” should be completed

Operating system

Applications

Data
Operating system

Servers

Servers

Storage

Storage

Networks

Networks

Maturity
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Platform as a service

Software as a service

Applications

Applications

Data

Data

Operating system

Operating system

Servers
Storage
Networks

Provider manage

Data

Infrastructure as a
service

Provider manage

Council manage

Applications

Council manage

Onsite

Servers
Storage
Networks

Provider manage

Auckland Council

Council manage

NZ Government

2. Does ICT operate in a cost-efficient manner?
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Millions

In 2017, almost $280m was spent across the Group in ICT –
representing 4.5% of the its operating expenditure
Total ICT expenditure

$160

Intergroup comparison

$140

8%

$120

ICT spend % of total spend

7%

$100
$80
$60
$40
$20
$0
2013

5%
4%
3%
2%
1%
0%

2014

Auckland Council

2015

2016

Auckland Transport

2017
RFA

2018

2019

Watercare

2020

ATEED

2021

Panuku

Auckland Council provides a shared service to the smaller
CCOs
• Auckland Council provides ICT shared services to ATEED,
Panuku and RFA (to a lesser extent).
• AT provides some services to NZTA.
• Auckland Council accounts for 57 % of the expenditure
• AT accounts for 30 % of the expenditure
• Further analysis will focus on Auckland Council, AT and
Watercare which accounts for 95% of the expenditure.
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6%

2013

2014

2015

Auckland Council

2016

2017

2018

Auckland Transport

2019

2020

2021

Watercare

Each organisation has different ICT needs and expenditure
trends
• Operating costs are forecast to rise. The main reasons are:
• consequential operating cost from capital investment
• growth in data storage requirements (partially offset
by reduced cost of storage)
• move to cloud services which switches expenditure
from capital to operating.

Auckland Council expenditure peaked with investment in New
Core, but is now back at the public sector benchmark
Auckland Council ICT operating and capital
expenditure (actual and forecast)

Auckland Council comparison against benchmark
ICT spend as percent operating costs

$250
$200

$m

$150
$100
$50
$0
2013

2014

2015

2016
Operating

2017

2018

2019

2020

2021

Capital

Total ICT expenditure
• Approximately $893m has been spent in the last 5 years in
operating and capital expenditure.
• Costs peaked with the investment in New Core (replacing the
multiple legacy systems) and costs subsequently declined, as
would be expected.
• By reducing complexity and the number of systems, New Core
reduced future operating costs.
• The ICT capital budget and prioritisation is determined by
council business service requirements.

24

8%
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6%
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0%

2013

2014

2015

2016

ICT spend as % operating cost

2017

2018

2019

2020

2021

Gartner ICT spend % operating cost

ICT cost compares well with one key benchmark
• ICT costs as a proportion of total operating costs is a key
benchmark. It helps assess the level of technology investment.
• Auckland Council is benchmarked against Gartner public sector
benchmark.
• The introduction of New Core resulted in a significant
reduction in operating costs.
• As a result, costs have fallen to, and are forecast to remain,
close to the benchmark of 4%.

AT’s expenditure is above benchmarks, reflecting budgeted
technology to support growth in regional transport
AT: ICT operating and capital expenditure
(actual and forecast)
ICT spend as percentage operating
costs

AT: Comparison against benchmarks
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NZTA ICT spend % operating Costs

$0
2013
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Operating

2018

2019

2020

2021

Capital

ICT cost as a % of total operating cost
• Approximately $347m has been spent in the last 5 years in
operating and capital expenditure.
• Technology has been, and continues to be a focus for AT. The
use of technology is becoming more integral in providing
transport solutions.
• Technology is a critical cog in supporting roading network
management, traffic light controllers, parking meters and LED
lights amongst other things, resulting in a higher cost.
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10%

ICT reasonable when compared to NZTA
• AT is benchmarked against Gartner transportation benchmark
and NZTA.
• As a proportion of total organisational spend, AT is slightly
higher than NZTA. Over the next 3 years, NZTA investment (in
partnership with AT) in technology will also increase as the
Regional Land Transport Plan is implemented,
• AT has a robust capital prioritisation programme for items that
deliver the greatest value and uses NZTA methodology to
measure the benefits of capital investment.
• Much of the increase is driven by the growth in Auckland,
particularly public transport growth and a 24 x 7 operation.

Watercare’s ICT expenditure has reduced and is lower than
utility benchmarks
Watercare: Operating and capital expenditure
(actual and forecast)

Watercare: comparison against utilities benchmark
ICT Spend at percentage operating costs

$30
$25

$m

$20
$15
$10
$5
$0
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Operating
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2018
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2020

2021

Capital

Total ICT expenditure
• Approximately $117m has been spent in the last 5 years in
operating and capital expenditure.
• Watercare is currently investing in technology to improve its
retail operations and customer outcomes which may increase
future investment.
• Overall, customer satisfaction and user satisfaction is positive.
These metrics should be monitored to assess the effectiveness
of additional investment
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Watercare costs lower than benchmark
• Watercare expenditure is around 1 percentage point lower
than the Gartner utility benchmark.
• In 2017. Watercare participated in an Australasian waterindustry specific survey. It found 11 our of 18 organisations
spent more in ICT per permanent employee than Watercare .

Investment in ICT is assisting RFA in providing alternative visitor
experiences
RFA : operating and capital expenditure
(actual and forecast)

RFA comparison against benchmark
ICT Spend as percentage operating costs

$8
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$m
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Operating Spend
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2020

2021

Capital Spend

Total ICT expenditure
• Approximately $15m has been spent in the last 3 years in
operating expenditure.
• Given the low level of expenditure in a Group context,
there was no further analysis as part of the review.
• ICT costs increased in 2018 due to digital initiatives
creating a common web platform including new websites
and online services for customers to enable growth in
online services
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8%

Investment in web
platform to
improve customer
experience

7%
6%
5%
4%
3%
2%
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ICT spend % Operating Costs

2018
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2020

2021

Gartner ICT spend % operating costs

RFA costs above benchmark for 2018 and increasing
• We benchmarked against Gartner public sector
benchmark, as we were unable to find appropriate
benchmark for an attractions / events business.
• RFA are also exploring opportunities to commercialise
technology at their venues.

Capital expenditure peaked as the systems environments were
stabilised and simplified
ICT Capital investment
$120

Capital investment

$100

Millions

$80
$60
$40
$20
$0
2013
Auckland Council
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2014

2015

2016

Auckland Transport

2017

2018

Watercare

2019
ATEED

2020
RFA

2021

• The Group has around $300m in technology assets
• Forecast $80m expenditure over next 3 years
• Future investments are focused on improving customer service
and experience
• The move to as a service provision shifts items that were
previously capital expenditure to operating expenditure. This
can create short-term budget challenges but longer term
service improvements and increased value.

Panuku

Auckland Council - future investment

AT – future investment

Watercare – future investment

• My Account – customer portal to
manage their information.
• Open Text – document management
system.
• Using technology to improve council
service delivery and developing smart
city solutions.

• $600m included in Land Transport Plan
over next 10 years .
• Real-time passenger information.
• Extend and enhance AT Hop.
• Integration of network monitoring with
NZTA into single operations centre.
• Network management improvements
(traffic lights, sensors, congestion
monitoring).

• Digitally enhancing customer and
staff technology experience.
• Predictive analytic capability.
• Using internet of things to develop a
smart network.

3. Does the Group co-ordinate and co-operate on technology solutions
to minimise duplication, reduce cost or improve effectiveness?
4. Do the ICT services effectively support the delivery of the Group’s
customer, service and strategic objectives?
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Each organisation has an ICT function to meet their own needs
– that is expected for mission-critical functions
How is service delivery organised?
Auckland
Council

Auckland
Transport

How is it
funded?

• ICT department consists of 7 teams
(business systems, information
applications, ICT operations,
strategy & architecture, technology
& governance, ERP, innovation)

Rates

• Business Technology department
organised into 2 teams (technology
and solution development)

Auckland
Council grant
(rates funded)
User charges

How is it governed?

Observations

Chief Information Officer
reports to CFO

• Centralised operating model
• ICT team organised around
entity’s operating requirements

User charges
Investment group
determines capital
investment priorities

Chief Information Officer
reports to CEO

• Centralised operating model.
• ICT team organised around
entity’s operating requirements

Chief Digital Officer
reports to CEO

• Centralised operating model
aligned to business strategy
• ICT team organised around
operating requirements

NZTA levy
Auckland
Council
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• Technology management is
centralised in the digital function

User charges

ICT services (cont’d)

How is service delivery organised?
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How is it
funded?

How is it governed?

Observations
• Hybrid operating model with
some services provided by
Auckland Council and some
managed by RFA. Currently
working on a number of joint
initiatives
• ICT team organised around
entity’s operating requirements
• Has moved from SAP financial
system to Ungerboeck
management system which
better met the business specific
requirements
• RFA considering
commercialisation opportunities
of technology at their venues
• Shared service model
• Historically, shared service
performance was mixed, but now
improved and delivered within
agreed service levels

Auckland
Council

• ICT team organised in 4 teams
(applications, infrastructure,
intranet and ICT support)

Auckland
Council grant
(rates funded)
User charges

GM Information Services
reports to CFO

Auckland

• Receives ICT as shared service from
Auckland Council (previously AT)

Auckland
Council grant
(rates funded)
User charges

CFO responsible for
maintaining shared
service relationship

Auckland
Council

• Receives ICT as shared service from
Auckland Council

User charges
Auckland
Council grant
(rates funded)

CFO responsible for
maintaining shared
service relationship

• Shared service model

There is an opportunity for more sharing of ICT particularly
data, cybersecurity and Geographic Information Systems (GIS)
Description
End user
devices

Laptops, desk tops,
telecommunications

Web and
digital
interfaces

Front door for customer
into council services

Sharing actual Sharing potential Comments on sharing and value opportunity

Information repository
Business
(data warehouse),
Intelligence
reporting tools, GIS

Business
systems

ERP

• Some opportunity to consolidate around common
customer interfaces and a “single front door” to all
Group services
• Data, data interoperability, data standards and
data sharing is a significant opportunity
• A first step could be establishing protocols for
common use of existing data

Traffic monitoring, water
monitoring, AT HOP, leisure
centre management

• Business systems are business critical and should
remain close to business

SAP, asset management

• Each organisation operates it own Enterprise
Resource Planning (ERP) to maintain business
effectiveness
• SAP maintenance and support contract currently
shared with AC, AT, Watercare

Data centre
Servers, datacentres,
and
networks
networks
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• Standardisation of end user devices could result in
• Reduced purchase price
• Service desk consolidation/outsourcing

Panuku & ATEED ICT service currently provided by Auckland Council

• Each organisation has adopted a different
approach to data centres. They may be an
opportunity for a common perspective.

New Core – the Group’s largest technology investment
Combining 8 legacy council systems into one
• New Core was a 5-year programme which was a key part in the
transition of legacy could IT systems into Auckland Council.
• Earlier in the report, we showed some of the simplification
possible following New Core implementation. It:
• consolidated the core customer-facing systems (including
customer and property-related data) used to support
customer interaction, regulatory services and rates
• simplified and standardised the customer and business
processes which use these systems
• created a standardised base set of systems for
implementation of Unitary Plan and bylaw reviews
• enabled the deployment of the customer digital strategy
including customer self-service and field force mobility.

The New Core programme required to be reset
• The programme began in 2012 with a budget of $71m.
• In 2014, it was paused for a review. This resulted in changes to the
objectives, scope, timeframe and budget (reset at $157m).
• Benefits of $10m per annum were expected from the programme.
• A reduction of 150 staff in ICT with a corresponding cost reduction
happened after completion of the programme.
• A formal post-implementation evaluation of the benefits has been
scheduled.
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Each organisation has core systems supporting their
business needs
• ERP systems such as New Core are at the centre of each
organisation’s technology landscape.
• SAP is the key system with Auckland Council (supporting Panuku
and ATEED), AT and Watercare. RFA uses a core system focused
on event management.
• Significant investment has been made in these core systems to
meet the needs of each organisation. However, there are
common aspects across all businesses:
- financial management
- HR management
- debt collection.
• There are licencing constraints which may make combination
difficult and at the expense of effectiveness but longer term
there could be opportunity for a common approach.

Value for money trade-off ‒ efficiency v effectiveness
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Opportunities exist to improve efficiency

But what about effectiveness?

• Technology is a key enabler for both the council’s service
delivery and the city’s growth.
• Each organisation has technology strategies aligned to their
organisations service requirements.
• Auckland Council provides shared services for some smaller
council organisations but there has been little Group
collaboration between the 3 largest organisations
• There is no Group technology strategy outlining where the
Group should work together to remove duplication and improve
efficiency or mandated forum for this to occur
• AT has a foot in both camps, working closely with NZTA and
Auckland Council which are its funders.
• There are opportunities to share with other local authorities
and transport providers and we understand there have been
discussions in that respect.

• ICT is critical to each organisation meeting its objectives.
• To main effectiveness, some ICT functions must be retained
within each organisation but there are other functions where
the Group could and should work together.
• Auckland Council ICT strategy identifies services that should be
shared across the Group e.g. CCTV, cyber security
• A Group approach should be developed, outlining:
• functions where it is best for the Group to procure
collaboratively, including the use of government ICT
contracts
• functions which one organisation can develop the
expertise to provide the services to others in the Group
• functions that may be provided to others organisations
which not part of the Group.
• This approach will improve the efficiency of ICT without
adversely impacting its effectiveness.

Sharing capability to reduce duplication and improve value

Greatest value from a Group approach
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Policy

Group procurement policy
determining what should be
procured on a Group basis

Strategy and
operating
model

Operating model to reduce
duplication

Business
systems

Systems specific to
operation of each
organisation

Example
Leisure
system

Centres of
expertise

Where common
requirements, duplication
exists and need to leverage
common capability

Example
Cyber security

Commodity
items

Leverage All of Government
contracts with third party
providers

Group Procurement Policy

Strategy

Strategy

Strategy

Strategy

Group technology requirements
Example
Traffic
monitoring

Example
Water quality
monitoring

Example
Event
management
Example

Example
CCTV

Example
GIS

Project
delivery
practices

Commodity technology items (All of Government procurement)
e.g. data centres, network, cyber security, service desk

Panuku & ATEED procurement service currently provided by Auckland Council and included in Auckland Council in this diagram

Increasing (internal) customer satisfaction provides an indication of
ICT service delivery effectiveness
Auckland Council ICT Customer
satisfaction 2014 -2018

Customer Satisfaction

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Customer satisfaction in ICT is increasing
• ICT’s role is to support the business and end user in
delivering on their outcomes.
• Understanding internal customer satisfaction is a key
service delivery effectiveness measure.
• Customer satisfaction is increasing for Auckland Council
over time as systems are consolidated and information
improved.
• In 2017, 78% of Watercare’s ICT internal customers were
satisfied with ICT performance.
• AT doesn’t formally measure ICT internal customer
satisfaction.

5. Is there a good understanding of the supplier marketplace and are
suppliers managed effectively to reduce cost or improve effectiveness?
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There is value in taking a Group approach to procurement given
the overlaps in suppliers & the generic nature of many ICT items
ICT Top Suppliers across the Group

Top 30 suppliers account for 80% of external spend

Provision Technologies…

IBM New Zealand…

• There are approximately 900 external suppliers of ICT to the
Group. The top 100 account for 90% of the external spend.
• Currently, there are small pockets of collaboration across the
Group in in procuring generic ICT goods and services.
• The category plan for ICT hardware (end user devices) was
presented recently to the Strategic Procurement Committee.
End user devices include desktop PCs, laptops and tablets and
are considered generic commodity items.
• The category plan was for Auckland Council, ATEED and Panuku,
but did AT or Watercare who have the next largest staff
numbers.
• This appears to be a missed opportunity to leverage the Group
buying power for a generic commodity item.

Theta Systems Limited
Team talk Ltd
Control Web Ltd
Trapez Group
Platform Consultants
Machine Zone Inc
Frank IT Ltd
Land Information NZ
Lexel Systems Ltd
Smartrak Ltd
Wherescape Ltd
Eagle Technology Group
Database Consultants…
Resoultion Audio Visual
Infor (NZ) Ltd
Planit Software Testing
Dimension Data
Insight Enterprises

Propellerhead Ltd

Some suppliers are shared across the Group

Leapthought Nz Ltd

Number of entities
using the same supplier

Datacom
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5

Vodafone
Deloitte

4

Fujitsu NZ Ltd

3

SAP NZ Ltd

2

Hewlett-Packard

1

Microsoft NZ Ltd

0

100

200

300

Source: Procurement spend cube to June 2017.

400

500

600

Spark
Auckland Council

Auckland Transport

Watercare

RFA

Ateed

Panuku

Government has done the hard work. There is value in extending
the use of All of Government ICT contracts
•
•

•
•
•
•

•

•
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The Government Chief Digital Office (GCDO) is part of the
Department of Internal Affairs with its CEO currently the
Government CDO.
The GCDO (then GCIO) developed a government ICT strategy,
and the focus areas and outcomes apply equally to the Group.
The GDCO has also been developing common capabilities that
address security, privacy, access, compliance and system
integrity risks that all public agencies face as they move ICT to
the cloud, and implement transformative programmes.
A number of ICT supply contracts for use by the public sector
have been negotiated.
Some of these contracts must be used by all government
departments, with local government encouraged to use them,
The Group uses some of these contracts where there has
been benefit in doing so.
Not all the contracts will be beneficial to use. The Group
should investigate on a case by case basis whether to adopt a
policy that the Group use All of Government/GDCO contracts,
unless there is no benefit from doing so
The opportunity for the Group is that using these contracts
avoids it needing to having to undertake investigation work on
suppliers, enables it to tap into volume discounts, lower the
cost of the procurement process, allowing it to focus on
actually delivering services.
The GCDO recently launched a digital market place where
allowing access to a wide range of organisations to support
innovation

NZ Government ICT Strategy, 2015
Opportunities
Exploiting
emerging
technology

Digital

Unlocking the
value of
information

Information

Leveraging
agency
transformations

Technology

Partnering with
private sector

Investment

Leadership

Complex
problems
solved

Digital
prioritised

Focus areas

Customer
experience
Trust in Govt.

Information
driven
decisions

Accelerated
innovation

Outcomes

6. Are the technology change processes sufficiently robust and agile to
achieve business case outcomes efficiently, effectively, to budget and
at pace?
7. Do the ICT governance and assurance arrangements and systems
maintain a secure and robust ICT environment and manage risk
(including cyber security) while enabling open data and innovation?
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The most common ICT governance model splits running the
business from changing the business
Governance is separated between “run” and “change”

A fit for purpose project delivery approach is used

• Each organisation has a head of technology responsible for dayto-day ICT operations (“run”).
• Monthly performance reports are produced (against agreed
objectives) which contribute to the organisation’s performance
reporting.
• Each organisation uses a form of prioritisation to rank potential
projects and uses project offices to provide a portfolio
perspective of all change activity.
• Projects are delivered by project teams who generally have
some form of project governance (e.g. sponsor, steering group)
depending on the risk and complexity of the project. This is the
basis for managing “change” in the business.
• At any one time across the Group, there are over 100 ICT
projects underway. These are both to upgrade existing systems
and to introduce new functionality for improved customer and
user experience.

• There are 3 main project delivery methods in use; waterfall,
agile and a hybrid (using the best parts of both models across
the Group).The features of the two main models are set out
below.
• Agile approaches are being adopted where there is a need to
deliver quickly and iteratively , particularly for online customer
service improvements.
• Waterfall typically used in very large complex systems projects
with long delivery times and with multiple workstreams and
interdependencies.
• The right project delivery approach is one that balances scale,
complexity, risk and business needs.

Waterfall

• Traditional
approach
• Sequential order
of tasks
• Staged
deliverables
• One stage finishes
before another
starts.
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Hybrid
t

Agile

• Iterative, team based
approach
• Timed delivery sprints
• Multiple stages can be
delivered at same time
• Benefit of early delivery

Robust business cases with cost-benefit justification is key to
delivering value from large ICT investments
Providing assurance over project outcomes

Customer focused improvements
and benefits at AT

Identify

Review

Set up for
success

Manage risk

Benefits
Delivered
Prevent
costly
mistakes

Build delivery
confidence

Benefits
framework
Realise

Value

Plan

• Project delivery is monitored in each organisation through
programme offices, sponsors and steering groups.
• Project assurance is one of the mandated services from the
GCDO. Project assurance is be provided by independent
internal staff or from an external subject matter expert.
• Project assurance focuses is on whether project risks are being
well managed, that the project has been set up for success, and
that the broader organisational benefits of ICT investments are
being identified and delivered.
• Like the project approach, assurance should be considered
based on the scale, complexity, risk and business needs.
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Source: Managing benefits, AMPG

• AT has developed a programme of work to improve customer
outcomes called Customer Central.
• Customer Central is using Agile sprints to deliver improved
customer outcomes. The objectives are to:
- enable customers to optimise their public transport
journeys
- reduce customer wait time for public transport
- make it easier for customers to interact with AT
- improve efficiency.
• AT is developing a plan on how to realise benefits and track
progress tracked against that plan.

Security and privacy in the cloud and a world of data sharing

Security and privacy in a changing environment
• The pace of technology change requires ICT teams to be agile in
their approach.
• Historically, security and privacy would be managed by onsite
ICT teams but the shift to the cloud changes the approach
required.
• While much of council information is public record, it also holds
private information (customers and staff), and commercial
information and financial information (bank accounts).
• As an example, AT uses the following framework combined with
recognised standards to manage security.

Open data policy
• Auckland Council and AT have made some of their data
available to third party app providers.
• This has seen new apps developed, particularly around public
transport which compliment AT apps.
• Making data available highlights inaccuracies in the data and
drives improvement. It also opens up the opportunity for others
to support the council in delivering its services.
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A shortage of cyber security professionals has created an
opportunity for Group resource sharing
ICT risks

44

ICT risks prominent in overall strategic risks

Marsh 2018 Directors survey

• While each organisation has a slightly different approach to
managing strategic risks (depending on risk appetite and
consequence), regular reporting to either a council or board on
technology risks features prominently.
• This is to be expected given findings from the March 2018
directors’ survey.
• All organisations recognise cyber security as a key strategic risk
that must be managed.
• The media regularly report that there is a global (and New
Zealand) shortage of cyber security professionals.
• It is difficult for any organisation to keep up with the increasing
complexity of cyber events which can spread globally in hours.
• In the future cyber could be delivered as a service but these
offerings need to mature before being considered. In the
interim, there may be an opportunity for the Group should to
share capabilities.

Top external risks
• Cyber security
• Brand / reputation
• Disruption following natural disaster
• Financial risks
• Competition

Impacts ICT

Top internal risks
• Loss of key person
• Disruption following IT failure
• Loss of data, data security, data privacy
• Talent attraction and attention
• For the second year running, cyber was considered to be the
biggest risk affecting NZ businesses, with 86% rating cyber
risks as medium or high.
• This result is very consistent with two other surveys recently
run here.
• The World Economic Forum Global Risk survey ranked cyber
as the third greatest risk for NZ, while 60% of respondents to
the Global Cyber Risk Perception Survey, run by Marsh and
Microsoft, said that cyber was in their top 5 risks.

8. Does ICT have a good understanding of emerging technology trends
and risks and has it organised itself to respond effectively to them?
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Having the right strategy to capitalise on technology benefits

InnovateAKL
• InnovateAKL, sponsored by Auckland Council and ATEED, is currently being developed to provide a platform and environment
for developing innovative technology solutions to urban and economic challenges affecting Auckland.
• The concept is to bring the Group organisations together with industry and community innovators to leverage emergent
technologies, creative thinking and different perspectives to develop solutions to how we proactively respond to challenges
faced by Auckland.
• Any response needs to align to the Auckland Plan and long-term plan and government policy.
• Challenges such as climate change, water quality, transport, infrastructure, technology may all be considered in the work
programme.
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Accessibility and sharing of data is the key to future value

Data is the key to unlock future value
• Common access to the right data sets by the right people with the right skills
is key to future strategy.
• Change is costly and it is important that the results of using data and new
technologies is shared, helping to foster less expensive and more easily
replicable solutions.
• Council organisations need a platform for collaborating with each other and
all relevant stakeholders, sharing results, insights, and best practices.
• It should also facilitate innovation from the bottom up, and like the World
Wide Web, have no central authority directing or stifling innovation. Work is
underway across the Group on developing a data strategy to establish a
framework for the consolidation, analysing and providing insights from data.
• We encourage a customer- and Auckland-centric view is taken to this work to
avoid duplication.

Obtaining a single view of council assets
• The council owns $45bn of largely infrastructure-type assets which are
essential for service delivery.
• Currently there is no joined up view of the underlying asset data to support
planning, maintenance and renewal of these assets.
• Each organisation is considering acquiring a technology asset management
solution.
• While each organisation has slightly different requirements, establishing
protocols around the sharing and use of existing data can provide a joined up
view and contribute to the “City web”.
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Today

Individual
organisations run
data projects to
improve their own
services for their
own customers
Auckland Council
Group
Stats NZ
Utilities
Telecommunications
NZTA
Others
Early
infrastructure
modernisation
by entity
(including
data sensors)

Future

Data based
applications to
improve services

City web

Infrastructure
modernisation
(including
data sensors)

Objectives
Data
Knowledge
Standards
Implementation

Technology enables Auckland to become a smarter city but a
joined up Group approach is required
What is a smart city?

Auckland – a collective joined-up approach

•

•

•
•

•

•
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There is no universal definition, but a smart city refers to the
use of ICT and data to manage urban resources and
infrastructure to enhance a city’s liveability, workability and
sustainability*.
Globally, all kinds of initiatives that use the Internet of Things
get labelled as smart city, though often they are simply ad-hoc
solutions to specific local needs.
Typical examples are traffic management systems and traffic
apps, adaptive street lighting, neighbourhood information
apps, smart rubbish bins, infrastructure condition monitoring,
geo-mapping of city assets, CCTV, environmental sensors,
parking apps, digitisation of services, public Wi-Fi, etc.
There are various global Smart Cities indices. Some cities are
striving to make technology and a high smart city score their
point of difference e.g. Bristol, UK; Tallinn, Estonia; Songdo,
Korea and Stockholm, Sweden.
There are numerous Auckland examples, including some that
are shortlisted at the 2018 Smart Cities Asia Pacific Award:
• Safeswim’s use of data and modelling to forecast water
quality and hazards at 92 swimming locations
• Upsouth platform to encourage South Auckland’s young
people to engage and participate in civic activities.

* https://anz.smartcitiescouncil.com/resources/smart-cities-guide-built-environment-consultants

•

•

Auckland does not have an overarching smart city strategy but
given the increasing feasibility and potential to collect, share
and use data to improve city services and outcomes, there is a
benefit in having a Group view on what data should be
collected and how, and how this asset be managed and made
available.
Initiatives need to be driven by business need, but ICT has a
role as an enabler, technical adviser and thought leader and to
ensure co-ordination across the Group is in place to maximise
the impact in this area:
• data coordination and governance (data definitions and
standards, security, privacy, data integration, access,
interoperability, etc.
• investments (sensors, cameras, connectivity)
• advanced analytics, insights.
This approach will maximise the opportunities from future
technology change. The speed of change is such that sharing
capability is the proposed approach to keep up.

Challenges and issues in realising further value, and value opportunities
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Challenges and issues in realising further value
Challenges
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Issues

Change and disruption are occurring at an ever increasing rate and
customer/user expectations are increasing at the same time

Technology must respond to users’ needs while balancing budgets
and security arrangements

Each Group organisation has a technology approach that is
focused on their own needs. There is no overall strategy of how
data is used and shared to improve Auckland

By taking an organisational approach opportunities for maximising,
the benefit of using data to improve outcomes for Aucklanders may
be missed

Collaboration as the mode of operation to manage common
activities can create difficulties if consistency is needed; members
can opt out when an approach doesn’t suit them, even if there
are Group-wide benefits

The collaborative model has had mixed results in terms of
engagement, participation and results. Council organisations can be
in the supplier market at the same time for the same products which
increases cost

The shift to deliver technology as a service – which requires a
switch from onsite applications to cloud based solutions – must be
managed within the existing asset lifecycle

Future technology change will require greater agility and
connectivity that on premise applications may be able to provide

The growth of cloud-based solutions creates an environment for
“shadow IT” (ICT not managed by ICT department) as the ease and
speed of deployment is better than traditional software
approaches

How data security and privacy, solution approval, and effective user
support are managed will be affected , as the organisation needs to
be satisfied there are appropriate controls in place.

Cyber security and risk management is an increasing challenge for
technology services worldwide and ICT must be agile enough to
keep technology current

Sufficient investment must be maintained in the security of ICT
environments

Challenges and issues in realising further value

Challenges
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Issues

The speed of technological change is demanding quicker, more
agile ways of working

Group organisations and ICT teams don’t always have the aligned
maturity to adopt new ways of working

ICT has to balance competing demands of meeting customer and
business needs, delivering value, being agile and managing risk

The council ICT’s strategy doesn’t clearly outline business needs
(customer requirements), the existing ICT environment and how to
maximise business results

Options analysis
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Value proposition #1: Develop a framework for strategic Group
ICT governance
IF
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… we develop a framework for strategic Group ICT governance for items of common group interest which is aligned to the
long-term plan…..

By

Then we will achieve

• Developing and implementing a Group approach to governing
ICT for items of common group interest:
– Principles-based, balancing each organisation’s needs and
current ICT expertise with the benefits of collaboration
– the appropriate operating model to deliver efficient and
effective ICT services for the Group
– Items identified for a common approach could include:
– procurement
– pace of change – changing and sharing capabilities
for merging technologies and move to as a service
consumption
– Smart Cities and exponential data growth.
• Developing an implementation plan for the Group focused on
items of common group interest to remove duplication and
leverage common capabilities
• Establishing the appropriate governance and providing a
mandate to implement the operating model in future CCO
Statements of Intent and in council policies.

• A coordinated, consistent Group response to manging the
changing ICT environment (both emerging technologies and
how they are delivered) and how this can be collectively used to
improve outcomes for Auckland.
• A consistent perspective on the management of risk and how
common capabilities for management can be shared across the
Group.
• A joined-up approach to ICT procurement in accordance with
the Group Procurement Policy resulting in reduction in costs
from leveraging Group buying power.
• An agreed approach to the use of emerging technologies and
data (Smart Cities) to improve outcomes for Auckland.

Net estimate (10yr NPV)

+ ve (not estimated)

Ease of implementation

Moderate

Timing

<6 months

Overall rating

Must do

Assessment
Criteria

Results
Comment

Summary of financial costs and benefits

Strategic fit

Aligns ICT with Auckland Plan and LTP

Costs
• No additional costs anticipated

Value for
money

Improved VfM will be achieved from:
• Common understanding of risk and emerging
technologies
• Reduction in duplication

Benefits
• Quantitative benefits:

Equity

Value from an efficient and effective ICT
benefits all ratepayers

Feasibility

No barriers

Affordability

Competency
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Value will be delivered from improved alignment of ICT across the
Group so that scale can be leveraged and duplication eliminated.
Auckland Plan outcomes will be supported through a joined up
approach to the implementation of Smart Cities technologies.

• Reduced cost from removing of duplication
•

Key enabler of benefits included in VP#3.

• Unquantified qualitative benefits include:
•

supports the delivery of outcomes in Auckland plan

Funded from current budgets

•

consistent approach to addressing emerging technologies and
how they can support service delivery

External support may be required to support
the development of the framework working
with ICT and business management

•

consistent understanding of risk and how it is managed.

Key risks and constraints

Key assumptions

• One size does not fit all and to maintain effectiveness certain
ICT services are core to each organisation achieving their
objectives.

• The Group ICT Strategic Framework will be jointly developed by
ICT leadership, supported, if required, by external resource and
be jointly beneficial to each participating organisation.

• Risk of value being lost if there is no requirement to use,
participate in, and contribute to, a Group ICT approach.

• The council or CEO of a CCO will sponsor the development and
implementation of the Group ICT Strategic Framework.

• Risk of resistance to change or later rogue behaviour can erode
benefits.

• All Group organisations will participate in alignment with the
commitments contained in Statements of Intent for
organisations to work together.

• Watercare’s efficient and effective operations obligation means
that, when assessing proposals for co-ordination, the proposal
must assist (or at least be neutral) in keeping the costs of water
supply and wastewater services to customers at efficient and
effective levels.

• There are some limited and clearly defined opt-out clauses, e.g.
to meet legal obligations (such as Watercare being able to opt
out where doing so would lower the cost of water supply and
wastewater services to consumers).

• The approach is flexible enough to allow the right ICT approach
and to encourage innovation – one size does not necessarily fit
all – but still achieve the benefits of collaboration.
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Value proposition #2: Align data centre requirements and
create virtual centre of excellence
IF
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… we aligned service levels and developed a single data centre strategy enabling leverage of the Group scale and
expertise to manage exponential data growth…..

By

Then we will achieve

• Agreeing appropriate service levels required from a data centre
segmented, where appropriate, by organisation and service
requirement, including an appropriate assessment of risk.
• Determining the appropriate data centre solution based on the
requirements.
• Considering the All of Government contracts as a starting point
negotiate data centre contract(s) improving the current
commercial terms.
• A framework to manage the supplier relationship(s) and
develop a strategic Group approach to deliver future benefits.
• Collaborate on approaches to reduce, if applicable, future
demand for data centre capacity.

• Demonstration that a Group approach to procurement can be
adopted for ICT and the creation of virtual shared service.
• Reduction (economy) in costs from leveraging Group buying
power.
• A Group approach to managing key supplier relationships.
• A model that could be used for developing further shared
services.

Net estimate (10yr NPV)

Included in VP#3

Ease of implementation

Moderate

Timing

<6 months

Overall rating

Must do

Assessment
Criteria
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Value will be delivered from alignment of data centre provision
across the Group and sharing both expertise and realising scale
benefits.
Future data centre requirements are currently being assessed
independently by Auckland Council, AT and RFA

Results
Comment

Strategic fit

Aligns with a Group Procurement Policy

Value for
money

Improved VfM will be achieved from:
• volume savings through leveraging scale
• consistent approach

Equity

Value from an efficient and effective
procurement benefits all ratepayers

Feasibility

No barriers

Affordability

Ongoing costs funded from current budgets
Cost of change needs to be quantified

Competency

Collective Group ICT and procurement
resources and capabilities are used.

Summary of financial costs and benefits
Costs
• There will be a cost of change which should be quantified and
assessed against the future benefits of the change
Benefits
• Quantitative benefits
• To avoid double counting any potential savings are included in
VP#3
• Unquantified qualitative benefits include:
• demonstration that a Group approach to procurement can be
adopted for ICT (virtual shared service created)
• a Group approach managing the supplier relationship including
adopting a partnering approach.

Key risks and constraints

Key assumptions

• One size does not fit all and local implementation is crucial to
success.

• All of Government contracts will be used as a starting point for
contract negotiations but expectation is that commercial terms
will be improved.

• Risk of resistance to change or later rogue behaviour can erode
benefits.
• Risk of consolidating to a single supplier; the overall capacity
and capability of that supplier must meet the council and their
other customers’ requirements.
• Watercare’s efficient and effective operations obligation means
that, when assessing proposals for co-ordination, the proposal
must assist (or at least be neutral) in keeping the costs of water
supply and wastewater services to customers at efficient and
effective levels.
• Different organisations have different risk profiles and therefore
different service level requirements
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• There are some limited and clearly defined opt-out clauses, e.g.
to meet legal obligations (such as Watercare being able to opt
out where doing so would lower the cost of water supply and
wastewater services to consumers).
• The approach is flexible enough to accommodate different risk
profiles and organisation requirements.
• Existing contracts are able to be renegotiated

Value proposition #3: Consolidate ICT spend to deliver shared
benefits across the Group
IF
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… we have an effective ICT procurement category planned, aligned to the Group Procurement Policy…..

By

Then we will achieve

• Developing, building on the collaborative approach in the Group
Procurement Policy, an ICT procurement strategy and category
management plan
• Including as a minimum the ICT procurement strategy and
category plan:
– ICT services which are common across the Group and where
a collaborative approach to procurement would be beneficial
– suppliers who are shared across the Group where a
collaborative approach to ongoing supplier management
would be beneficial
– ICT services where the All of Government procurement
contracts will be used.
• Determine, from a Group perspective, what, if any, ICT services
are better delivered by others (outsourcing) and what should
be the responsibility of each organisation.

• A coordinated, consistent and joined-up approach to ICT
procurement in accordance with the Group Procurement Policy.
• Reduction (economy) in costs from leveraging Group buying
power.
• Reduction in staff time required (efficiency) to manage
procurement activities.
• A consistent approach to managing common suppliers.

Net estimate (10yr NPV)

$18m

Ease of implementation

Moderate

Timing

<6 months

Overall rating

Must do

Results

Assessment
Criteria
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Comment

Strategic fit

Aligns with a Group Procurement Policy

Value for
money

Improved VfM will be achieved from:
• volume savings through leveraging scale
• consistent approach to managing common
suppliers

Equity

Value from an efficient and effective
procurement service benefits all ratepayers

Feasibility

No barriers

Affordability

Funded from current budgets

Competency

Value will be delivered from improved alignment of ICT
procurement across the Group so that scale can be leveraged and
duplication eliminated.

Collective Group ICT and procurement
resources and capabilities are used. Office of
Chief Government Digital Officer are also able
to assist

Summary of financial costs and benefits
Costs
• No additional costs anticipated
Benefits
• Quantitative benefits
• Forecast savings of $18 over 10 years
• Unquantified qualitative benefits include savings of procurement,
legal and ICT staff time due to:
- reduced number of sourcing activities
- use of All of Government contract framework
Note
The Group spends $120m per annum across 400 suppliers. Of these,
53 suppliers are shared, reflecting 58% of the total spend. Some of
this has been procured collaboratively, but most has not.
If 50% of the total expenditure was procured collectively with a 3%
saving achieved, this would deliver a 10yr NPV of $18.
All of Government estimated a 5% reduction in the cost of ICT
procurement over 5 years,

Key risks and constraints

Key assumptions

• One size does not fit all and local implementation is crucial to
success.

• Procurement will be done in accordance with the Group
Procurement Policy and Government Rules of Sourcing

• Risk of value being lost if there is no requirement to use
collaborative procurement services.

• The procurement category plan will be jointly developed by ICT
and Procurement leadership, supported, if required, by external
resources and be jointly beneficial to each participating
organisation.

• Risk of resistance to change or later rogue behaviour can erode
benefits.
• Watercare’s efficient and effective operations obligation means
that, when assessing proposals for co-ordination and
integration of procurement, the proposal must assist (or at least
be neutral) in keeping the costs of water supply and wastewater
services to customers at efficient and effective levels.
• The role of Procurement in achieving good procurement
outcomes must be balanced with the governance
responsibilities of Auckland Council and each CCO board.

• The Group CFO will sponsor the work as part of the Group
Procurement programme, supported by CFOs in the CCOs.
• All of Government contracts will be used where there is
demonstratable benefit for doing so.
• There are some limited and clearly defined opt-out clauses, e.g.
to meet legal obligations (such as Watercare being able to opt
out where doing so would lower the cost of water supply and
wastewater services to consumers).
• The approach is flexible enough to allow the right procurement
approach and to encourage innovation – one size does not
necessarily fit all.
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Value opportunity from collaborative procurement
Total suppliers

Common suppliers
Number

Number of suppliers
Auckland Council
Auckland Transport
Watercare
Total
Annual supply expenditure
Auckland Council
Auckland Transport
Watercare

Number
Number of suppliers
Shared with 3
Shared with 2

241
125
93
459
$m
47
59
13
120

Annual supply expenditure
Shared with 3
Shared with 2
Not shared

Potential value opportunity
Year 1 - potential savings $M
% of spend - collaborative procurement

10 Year NPV - potential savings $M
% of spend - collaborative procurement

Discount rate
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Saving %
50%
25%

Saving %
50%
25%
6%

2%

3%

5%

1.2
0.6

1.8
0.9

3.0
1.5

2%

3%

5%

8.9
6.0

18.0
9.0

30.1
15.0

10
43
53

$m
38
32
70
50
120

12%

58%
42%

Value for Money methodology
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Value for money
This review delivers on the section 17A of the Local Government Act 2002 requirement, to:
“… review the cost-effectiveness of current arrangements for meeting the needs of communities within its district or region for good-quality local
infrastructure, local public services, and performance of regulatory functions …
… consider options for the governance, funding, and delivery of infrastructure, services, and regulatory functions…”
These reviews must be undertaken at least every six years.

The purpose of this internal strategic review is to identify strategic

opportunities to improve value for money (VfM).

The value propositions developed in this report indicate the potential
value from undertaking certain actions. It provides orders-ofmagnitude estimates of this value. The propositions do not explicitly

“… using resources effectively, economically, and without
waste, with due regard for the total costs and benefits of an
arrangement, and its contribution to the outcomes the entity
is trying to achieve. In addition, the principle of value for
money when procuring goods or services does not necessarily
mean selecting the lowest price but rather the best possible
outcome for the total cost of ownership (or whole-of-life
cost).”

include the costs of implementation. The value propositions have
been designed to inform council decisions whether to invest in more

We define value from the viewpoint of the customers of the services.

detailed investigation, including business case development and

Depending on the service, customers might be specific groups of

consultation on options.

individuals, households or businesses, or they might be the Auckland
public in general.

VfM, or cost-effectiveness, considers both the cost and the
effectiveness (a measure of value) of local government services.

When we consider VfM, we also look at the public policy reason for
the council’s current role and whether that role will continue to be
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The Office of the Auditor-General, in its 2008 Procurement guidance

appropriate in the future, given changes in factors like technology,

for public entities publication, defined VfM as:

customer expectations, the environment, legal framework, etc.

Our methodology uses a fact-based approach

The review involves testing current service arrangements, as well as asking if the rationale is still sound and fit for the future. We
focused on specific challenges, issues and opportunities that we found most relevant for service delivery in the future.
Questions
•
•
•
•

What is the service and how big is it?
How is it delivered, funded, governed, regulated?
What is its place in the value chain?
What is the current and future context?

Why

•
•
•

What is the service trying to achieve?
What are its strategic or statutory drivers?
What is the public policy rationale for local government role?

Performance

•
•
•
•
•

What are the cost and value drivers?
Cost: economy (cost of inputs) and efficiency (service delivery)
Effectiveness: economic, environmental, social impacts
Cost-effectiveness
Equity

What

Continued
relevance

Equity

Rationale

Effectiveness

Economy
(cost/input)

(value/cost)

Efficiency
(out/input)

Implications
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•
•
•
•
•

Does current performance indicate good VfM?
Do incentives/controls give confidence about achieving future value?
What are the areas of risk and uncertainty affecting VfM?
Continued relevance in light of likely changes in context?
What funding, governance, delivery options for improvement?

Approach to current state assessment

We undertake VFM reviews in three parts,
starting with a current statement assessment:

As part of our evidence-based approach we
draw on a range of sources:

2. Options

3. Findings

What we do:
Engage with relevant staff for their operational and strategic knowledge,
and access to data and expert reports

We use a clear methodology
seeking to understand the
current operating approach
and framework.

We assess the current drivers
of value, and the issues and the
challenges in delivering the
services to identify and
document value delivered and
any improvement
opportunities.

1. Current
State

Analysis of
service and
financial
data (official
docs)

Review business plans, financial reports and selected literature
Check
benchmarks,
best
practice, and
case studies

Stakeholder
& expert
interviews &
consultation

Test the intervention logic

Evidence
Draw on international literature and reviews of international practices
Intervention
logic
assessment
& modelling

Check
customer &
stakeholder
surveys
Political,
Economic,
Social and
Technology
trends

Test our thinking with subject matter experts and other agencies
involved in investment attraction and international relations

The current state assessment effort leads to a list of challenges,
issues and opportunities for further testing during the second part of
the review.
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Approach to options analysis

In the second stage of the review we identify and
evaluate improvement opportunities. Findings
follow feedback on the assessment and options.

1. Current
State

2. Options

3. Findings

Our critical success factors draw on the Better Business Case
framework
In the second part of the
review, we analyse
opportunities to improve value
for money.
We evaluate the ongoing
relevance of governance,
funding and service delivery
arrangements and alternative
options.
We outline the action required
to deliver value, and provide
orders-of-magnitude estimates
of the potential future value.

Does the option progress the outcomes the
council is pursuing, and fit with the council’s
role?

Value for money
(economic case)

Do benefits to Aucklanders exceed costs?
Does the option provide:
• clear accountability
• transparency
• compatible incentives
• risk allocation to where best managed
• proportional admin and compliance costs

Equity
(social case)

Does the option promote a strong inclusive
and equitable society, and share costs
appropriately?

Feasibility
(commercial case)

Can the option be commercially viable?

Affordability
(financial case)

Do options fit Auckland Council’s financial
objectives and constraints?

Competency
(management case)

Has the council the competencies to execute?

Continued
relevance

Equity

Rationale

Effectiveness

Economy
(cost/input)

(value/cost)
Efficiency
(out/input)
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Strategic fit
(strategic case)

References, glossary and acknowledgements
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Glossary

Term

Definition

ATEED

Auckland Tourism, Events and Economic Development

Auckland Council (the council)

Auckland Council

BASS

A Treasury publication of benchmarking administration and support services

ERP

Enterprise Resource Planning. A technology solution originally from manufacturing that provides the core technology requirements for an organisation
Gartner is an American research and advisory firm providing information technology related insight and technology research to global technology
business leaders to make informed decisions on key initiatives

Gartner
Internet of Things

The development of sensor technology, connected by internet which allows control and monitoring of multiple devices

Long-term plan (LTP)

This document sets out the council’s vision, activities, projects, policies, and budgets for a 10-year period. Also commonly referred to as the LTP/ the 10year budget

Panuku Development Auckland
(Panuku)
Rates
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A new CCO combining Waterfront Auckland and ACPL to work as a single outward facing entity in the development of the region
A charge against the property to help fund services and assets the council provides

RFA

Regional Facilities Auckland

Smart Cities

Smart cities refers to using technology to effectively integrate physical, digital and human systems in the built environment to deliver a sustainable,
prosperous and inclusive future for its citizens

Value for Money (VfM)

Using resources effectively, economically, and without waste, with due regard for the total costs and benefits of an arrangement, and its contribution to
the outcomes the entity is trying to achieve

Watercare

Watercare Services Limited

Reference material

References
• Auckland Council 2015. LTP 2015-2025
• Auckland Council Annual Report, 2017
• Gartner Top 10 Strategic Technology Trends for 2018
• BASS Benchmark metric-benchmark-16-17
• Auditor General - infrastructure-as-a-service
• Best Practices to Drive Cost and Value Optimization in IT Management 2015
• Government CIOs- Develop an Integrated Smart City and Mobile Network Policy 2018
• Government Cost Optimization 101- Start With the IT Budget 2016
• Government Cost Optimization 201- Expand Savings With Teamwork 2016
• Hype Cycle for Smart City Technologies and Solutions, 2017
• IT Key Metrics Data 2018- Key Industry Measures- Government — State and
Local Analysis- Multiyear
• New Business and Technology Priorities in Smart City Require CIOs to Change 2017
• Use Benchmarking to Identify IT Cost Optimization Opportunities 2017
• What Is an I&T Operating Model and How Do You Accelerate Its Design Process 2017
• IT Key Metrics Data 2016- Key Industry Measures- Transportation Analysis
• IT Key Metrics Data 2016- Key Industry Measures- Utilities Analysis
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The review also used a variety of internal documentation, some
of which is commercially sensitive. These include:
•
procurement category plans
•
evaluation frameworks
•
decision to appoint vendors.
•
2016-11-22 AT Technology Challenges and Opportunities
•

2018-04 AT Information Security Strategy

•

2018-05 Business Technology Monthly Report - May 2018

•

at-digital-strategy 2016

•

Benefits measures year one Customer Central 2017

•

Business Technology Key Themes 2018 Operational Plan

•

draft-regional-land-transport-plan-2018-28-final

•

Regional Auckland land transport -consultation-singlepages-small 2018-28

•

Hardware Category Strategy FY1

•

ICT Strategy May 2017

•

Software category strategy FY18

•

Ora Closure report

•

Project ACCORD. Stage Two Investment Group 2018
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