A Bl "o~ ws & we— g

— — —cERS o o s — — c— s (0 | T & P -
R — “--.!--‘ ﬁ, —— Lo A —
Ny S P W A L e s e el ne , .
. h ————

\\\\\

s::.;" \\\\\\
-

it's a matter of perspective

Jane Bateson
Melbourne Water



It's @ matter of perspective

“The real voyage of discovery is not seeing

new landscapes, it's having new eyes.”
(unknown)



Why are we here (so far from home)

Melbourne Water’s operating environment and strategic direction has
changed.

A new delivery strategy based on a framework agreement, fit for purpose
governance, capability building of our project managers and a focus on
improving efficiency without compromising quality has been implemented

Implementing the new delivery strategy will be a significant challenge for
Melbourne Water.

If we do not makes the changes we face increasing risks and severe
financial stress.

Hypothesis — adoption of LEAN principals and tools can:
eHelp us retain collaboration, innovation, value

eAssist Melbourne Water Capital meet challenging targets without
compromising agreed levels of service and delivering outcomes.

Embed the required changes.

Now to some case studies showing how.......



Melbourne Water: We deliver services through projects
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Manage $8.9 billion in
assets.

Manage Melbourne’s
water
supply catchments

Treat and supply
drinking water

Remove and treat
~919% Melbourne’s
sewage

Manage rivers and
creeks and major
drainage systems

Size of Capital Program
$2.5 Billion over 5 yrs



Our Operating Environment has changed significantly in the last 12

months - since LIPS 2012.

DTF compliance
with guidelines
and commercial
model

Program Size &
Complexity

New Strategic
Direction

New 2010
Services
Strategy

Change in
Authorising
Environment

Service
expectations

% market and
state debt

Financial stress,
change in economic
climate

Feedback from
Internal & External
Stakeholders and
customers




Our Strategic Direction

Financial
Sustainability

Environmental

Relationships
Stewardship P

Organisational

Capability

'imzmﬁa. Enhancing L'fe “ﬁhr
leeablllty

Valued services

INCREASING VALUE ===l  REDUCING COSTS OF

OF SERVICE DELIVERING VALUED
DELIVERED SERVICES

BENEFITS F—-’ COSTS



Capex targets shape the services we deliver in the future and impact

on our biggest financial challenge - debt

Targets must drive
better financial
outcomes and support
innovative service
delivery resulting in
improved reputation

and value for
e

customers
70

63 ‘%

Reputation Valued services Financials



Implications for capital: new era however, we have not
gone back to the begi

"Well, here we are again."



A little bit of history: Ever changing contracting model, each

model is a new way of doing business

|
Framewoik
I

Alliancing

Value

Traditio
nal

Quality Certainty Efficiency

 Industry has changed, we
played a part in that

«  FA silent on collaboration
« We want to take forward:

Innovation
Collaboration
Integration
Value

« High performance team

Time

We have the ability to adapt to a changing environment
This has worked best when done pre-emptively



The Capital Delivery Strategy is a new way of doing business

*\WP3 Focus - Efficiency of delivery
eProjects to be managed “in-house” ,

eMore traditional risk allocation, clear and definitive risk allocation between MW
and service providers,

eIndividual fit for purpose delivery strategies for major/stand alone projects >
$50m

eBundling projects - 2 bundles (Treatment and transfer) competitively priced
b/w 3 service providers, Framework Agreement

eDelivery via “"Design” then “Construct” OR “Design & Construct” methodologies,

eWaterways and storage - utilize consultancy services panel for design and
open market for construction Underpinned by Framework Agreement principles,

eDelivering smaller projects through maintenance and low risk contracts
eContract is silent on collaboration and relationships

eSafety is a core Value,

eContinue to support MW ownership of stakeholder management and approvals.



e Ensure increase value of services

= Build and maintain a constructive and collaborative culture with our new
Service Providers while delivering our projects on time/budget/quality.

= Achieve efficiency targets without compromising levels of services and agreed
outcomes .

= Effectively embed the change.

CHANGE AND LEAN - philosophy
and tools



All transition is painful

Three stages of transition - saying goodbye, being in the
neutral zone, taking the first steps
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An Example Of Organisational change



Our projects are becoming more complex and our

role in them is changinc

Our people have the skills and support they
need to manage projects our business is
being asked to deliver and improve the
likelihood of high quality outcomes.

Controls

Success

Project complexity in increasing
* Stakeholder numbers

* ‘Power of stakeholders

® Risk

® No. disciplines

Portfolio®omplexity




The Desired Outcome

e )
— 4P
Performance-based Project complexity Better matching of
approach to assessments *Governance and
competency process; and
scompetency

to projects



Release 1: Melbourne Water way of managing projects

Project Decision Guidance Tool

e Increased Accountability and a Governance Framework
Project Management Lifecycle Model

Project Support Function



Project Decision Guidance Tool

=

CHARACTERISTICS & GOVERNANCE OVERVIEW

Project Overview Nominal Governance MIN

dati Level
Project Name: r I SOFT Governance Disciplines 2.0
Project Sponsor: r I HARD Governance Disciplines 4.0

PRIORITY OVERRIDE

7.3 Budget 4.0
Problem Definition: The problem we are solving is 2.1Business Impact 3.0
4.0 IMPORTANCE 4.0

Based on your Project Characteristics
Nominal Project Difficulty & Risk is:

Success Measure: This projct will be finished when .......
Based on Priority Override

ded Governance Level is:

Project Characteristics Profile (Difficulty/Risk)
“===SOFT CHARACTERISTICS PROFILE =====HARD CHARACTERISTICS PROFILE

=W Melbourne
=
- Water

100%

Melbourne Project Characteristics Profile (Difficulty/Risk)
Water Evaluation across all 35 dimensions

°
-
~
w
IS

11 iguity
12 Power
1.3 Success Measures |
2.1 Business Impact
2.2 No. of St: 3
2.3 Breadth of Change
2.4 Depth of Change |e—
——
——

2.5 Bus Owner/St Challenge |
2.6 No. of Change Recipients

3.1 Clarity of Objective |
3.2 No. of St Groups
33 i

3.5 PM/Sp: }

3.6 Organisation |e—

4.1 Outcome |

4.2 Mandate |

4.3 Priority |

5.1 No. of Di i
5.2 Discipline Familiarity |

5.3 Journey C
5.4 Solution C
5.5 Rollout C ity

5.6 Approach Uncertainty |
5.7 Resources |
5.8 Schedule |

6.1 Layers of Reporting Structure |
6.2 System Scale |

6.3 Type of Resource
6.4 Contracting

6.5 External D

7.1

7.2 Time Criticality |

7.3 Budget |
7.4 Timef

1 2 3 4 5

Proportion/Distribution of Responses

Melbourne Project Characteristics Profile (Difficulty/Risk)
Water Evaluation of SOFT & HARD characteristics
1 2 3

SOFT - Stability/Implications/Cohesion

SOFT

HARD

Melbourne Project Characteristics Profile (Difficulty/Risk)
Water Evaluation across the 7 CIFTER categories

0 1 2 3 4

1ostasiuTy [N
20 mpucations |
3.0 coesion I
s0mporTance -
sopiscrunes  [IEEEEE—
6.0 inTERFACES .
7ornanciats [




The Decision Tool is de5|gned to practical guidance and increased

The purpose of Project Characterisation is:
1. To provide insight on project difficulty and risk
2. Toinform the recommended level of governance rigour required

Project Characteristics Project Governance
Dimensions Difficulty & Risk Disciplines Level of Rigour
Low High Low High
) ) N w7

Dimension 1 v > Discipline 1 v
Dimension 2 v y Discipline 2 v
Dimension 3 v Discipline 3 v
pimension 4 v The More Difficult & Risky Discipline 4 4
Dimension 5 v a PrOject iS... Discipline 5 v p
Dimension 6 v Discipline 6
Di ion 7 v . Discipline 7 v

e p ...the greater level of Rigour - I' ) y
Dimension 8 . Discipline 8
Dimension 9 v that ShOUId be appllecl Discipline 9 v
Dimension 10 v Discipline 10 v
Dimension 11 v Discipline 11 v
Dimension 12 v Discipline 12 v
Dimension 13 v Discipline 13 v
Dimension 14 v Discipline 14 v

v v

Dimension n Discipline n




The Governance framework provides a fit-for-purpose response to aid

Governance Level Description
Capability Maturity

1 Light Light Governance only

2 Advised Medium Governance with tailored
Advisory Support

3 Supported  Full Governance with tailored

Dedicated Support

MW Governance Framework Table

Outcome Governance Light Advised Supported
Context Governance - Advised Supported
Design Governance - Advised Supported
Delivery Governance - Advised Supported
Supplier Governance - Advised Supported
Change Governance - Advised Supported
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An Example Of LEAN Construction



A Simple Project Delivery Process

CONTINUOUSLY

.
E
IMPROV -
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LEAN Construction Tools

Pull Planning Last Planner System



Q01769 ETP - ODOUR REDUCTION TEAM

Salvatore Valvo
Damien Hale
Wayne Slater
Paul Farrell
Christina Griffin
Kasun Rajapaksha
Glen Love
ColourTec

Exel
CorrosionTec
Gisbon



WRA Odour Reduction Project

2,000 Lin.m
Ducting




The Pursuit Of Innovation .

[Pre-TOC [ TOC

Innovative
Technology ;'

|




Innovation With Risk

O@O @

Risks

e Unproven Technologies

e Fledgling Subcontractor

e Operational Constraints

e Manufacturing Limitations
e Unknown Benchmarks

Potential \
Threat To

Underrun







Threat Realization

8wks Development & Approval Of
Innovations

14wks Into Construction

Manufacturing Rate 50%  Of
Planned

Channel Coating Rate 30% Of
Planned

Forecas 12wk Overrun
$1.5M potential cost impact




Realization — Time & Motion Study

. No. of times Delay No. of crew | Man-minutes
Colourtec Shutdown Check List per day Duration held up inefficientcy
Washing
Furphy trailer socket facing south (to awid flooding walkway) 0.3 10 3 9
Furphy and booster pump fuelled up 0.5 5 3 7.5
Fuel container full and in the back of ute 0.5 6 3 9
2nd Nozzle in the back of ute 0.3 3 3 2.7
Main fuel storage above 10% full 0.03 20 9 5.4
Grit Blasting
Compressor and Generator fuelled up 0.8 5 4 16
Fuel container full and in the back of ute 0.5 4 4 8
3 full grit bags to be stored next to Pot during blasting 0.75 4 4 12
Additional Grit bags in the back of ute 1 4 4 16
Grit storage in shed has more than 8 bags 0.05 30 6 9
Saw Cutting
Mini Generators fuelled up 0.8 3 3 7.2
2 spare cutting blades in the back of ute 0.25 2 3 1.5
2 spare electric saws waiting near bay (Hook can blow out dust of faulty saw after change out) 1.2 5 3 18
Inspection and Blowing
Spare Lanyard attached to Scaffold prior to inspection 0.3 10 3 9
Compressor fuelled up 0.5 4 3 6
Primer
2 spare large and 1 small rollers stored near walk way 1 4 3 12
If primer supply buckets are near empty, store more supply in ute from shed 0.2 5 6 6
Leave Empty additional bucket waiting next to primer supply
When 5 mins of primer left, call for more primer to be delivered in empty bucket 1 5 3 15
More than 1 day supply of primer stored in shed 0.03 30 9 8.1
Poly
On Day Prior to shut - ensure poly supply for 6 bays (1.5 drums of both ingredients) 0.025 60 9 13.5
Where possible, warm up machine and Op prep while finishing previous activity 0.3 5 3 4.5
Hawve metal tool in barge to de-clog gun 0.1 1 3 0.3
Have acetone container, more tha 10% full, near poly truck for smoothing poly 0.2 4 3 2.4




Stabilization — Standard Work Plans

Coating Bottoms  Bay 4 Commencement Start Time Finish Time  Barge Start Time Finish Time Barge
'I'l'aﬁh_ing 8:20:00 B:48:00 1 P'rirpet 16:33:00 18:18:00 2
ashing ] Blasting 11:23:00 12:08:00 2 1 Curing 16:18:00 18:18:00
Blasting 45| min Saw Cutting 12:43:00 13:48:00 3 A b Poly 12:52:00 14:20:00 1 Day 2
Saw Cutting B5|min I&B 13:48:00 13:54:00 3
lInspection & Blower | min
Primer 45| min Washing 8:52-00 B-20:00 1 Primer 14:48:00 15:33:00 2
Curing 180 min Blasting 10:38:00 11:23:00 2 3 Curing 15:33:00 18:33:00
Poly BE|min Saw Cufting 11:54:00 124300 3.2 Poly 11:24:00 12:52:00 1 Day 2
Start 700000 I&B 12:43:00 12:48:00
Notes Washing B:24:00 B:52:00 1 Prrimer 12:48:00 13:34:00 2
DAY 1 Blasting ineff 2:43:00 B:53:00 2 3 Curing 13:34:00 16:34:00
Barge 3 complete 1:54 PM Blasting @:53:00 10:38:00 2 Paly B-58:00 11:24:00 1 Day 2
Barge 2 complete 418 PM Saw Cutting 10:48:00 11:54:00 3
Barge 1 complete 420 PM I&B & ineff 12:08:00 12:24:00 2 =
40mins contingency at end of day Lunch - ALL 13:48:00 14:48:00 E 13:48:00  14:48:00 Lunch - ALL
b3 can help b2 in anvo Washing T:56:00 B:24:00 1 = Primer 12:37:00 13:22:00 1
Blasting E:58:00 B:43:00 2 = Curing 13:22:00 16:22:00
Day 2 Saw C ineff 10:06:00 10:18:00 31 = 4 2 Poly B:23:00 2:56:00 1 Day 2
Barge 1 complete 220 PM Saw Cutting 10:16:00 10:48:00 3a ‘E o
1 crew only - day 2 I&B 11:01:00 11:07:00 1 3 El
= Prrimer 11:52:00 12:37:00 1
Washing T:28:00 7:58:00 1 E s - Curing 123700 153700
Blasting 8:13:00 B-58:00 2 E B Poly T-:00:00 B:28:00 1 Day 2
Saw Cutting 8:18:00 10:0a:00 31 )
I&B 10:55:00 11:01:00 1
Primer 11:07:00 11:52:00 1
START Washing T:00:00 7-:28:00 1 b & l Curing 11:52:00 14:52:00
Blasting T:28:00 B:13:00 2 Poly 14:52:00 16:20:00 1 Home Day 1
Saw Cutting 8:13:00 B:18:00 3
I&B 10:48:00 10:55:00 1 Total Time Required

16T Hours




Improvement — Production Gains

N Coating Productivity
12 /'

No of Bays / Shutdown

Time & Motion Study | &
Standardised Work Plan

XMAS & No Shut




Improvement — Pull Planning

NS BN
‘ ' .;.' - : P ..

|Fu|| Team Engagement Single Goal




Monitor & Deliver — Last Planner

Q01769 - Stage 2 SSC OCF CALENDAR START DATE 01-Apr-13
WEEK PAST WEEK 1 WEEK 2
Weekly
9999298 9| Acievement |, o o 6 0 0 olo o 299G 3
— — — _ _ _ _ . — — — — — — — — — U U U U U
S8 S8 Anasis 1%iziiiilzifiiil
BH O~ O o O o L << L <S5 d o
AN N N NN M S N M < O O ~N]J]O O H oH H o o
Original  |Early Early Achieved
H¥H Nt . . c 0o ¥ > - C Reason S ¢ T 3 . clc o T 5 =
Activity description duration (Start  |Finish  |pred |owner |8 5 £ Z gz & 3| N S S Egggzlests B2
Construction

Grouting grating (ramps) 3 8-Apr-13|  8-Apr-13

PVC Drian Pipe E, W & N (7 No) (for Scenario 1) 4 28-Mar-13[  28-Mar-13

Install sump pump inc elec & plumb 3 10-Apr-13|  10-Apr-13

PST Damper & Spool (after Scenario 1) 1 13-Apr-13|  13-Apr-13 \Wayne

PST damper & striaght duct section - scaffold and box in 1 13-Apr-13|  13-Apr-13 Paul

Remove Isolation tarp (after smoke test & fans comm) 1 28-Mar-13|  28-Mar-13 Wayne

Install Elbow connection - bolt down 1 27-Mar-13|  27-Mar-13 Wayne

Manufacture and install spool & gasket (NW) 3 4-Mar-13|  26-Mar-13 Christina

Install spool piece and lobster back near Tenix interface 2 25-Mar-13|  10-Apr-13 Christina

Kick plates 4 25-Mar-13|  12-Apr-13 Christina

Branches painting 2 8-Apr-13|  9-Apr-13 Christina

Hazid and Final walk with MW 1 15-Apr-13|  15-Apr-13 Damien




Last Planner — Monitor & Deliver

s Personal Drive

w___,f[ea/r'h/ownership

¢ Enabled problems to be
got around

C

¥ The Pull Program

7 ¢ Drove the project
¢ Eliminated wastage

Project
Certainty
Hit planned )
tasks 81%
« 54% construction
average




LEAN Construction — Delivered Results




LEAN Construction Tools Used




LEAN Construction - Potential




It's @ matter of perspective

“The real voyage of discovery is not seeing

new landscapes, it's having new eyes.”
(unknown)



