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1. Executive summary

1.1 Corporate objectives and operating model

The Corporation has embarked on a journey towards a new vision, to drive greater value for 
customers/community/owner and mandating major sustainable shifts towards being safer, lower 
cost and lower environmental footprint The corporate objectives align to the vision and the 
Corporation Is seeking significant stretch on many of these (e.g. Cost, Safety, greenhouse gas 
emissions, land clearing, supply shortage water restrictions, aboriginal employment). At the same 
time as achieving these uplifts, the Corporation is seeking to broadly sustain its high levels of 
performance on the other objectives (e.g. water interruptions). 

The new operating model has been designed to enable our new vision and will achieve: 

• Focus on the customers' requirements to drive our decisions rather than individual organisation
requirements;

• Effective decision making to achieve one agenda across the Corporation in alignment of group
and corporate objectives;

• Align end-to-end processes across the whole business;

• Clear accountabilities; and

• Enable systems and technology to support the provision of the service.

1.2 Perth Region Alliance 

The Corporation established the Perth Region Alliance (PRA) on 1 February 2012. This integrated 
alliance provides operations and maintenance services for water, wastewater and drainage assets 
in the Perth region. The alliance is between the Corporation, Programmed Facility Management 
Pty Ltd (PFM) and Programmed Facility Management (PRA) Pty Ltd (Service Company). 

The Service Company is a wholly owned subsidiary of PFM, which in tum is a wholly owned 
subsidiary of Programmed Maintenance Services Ltd (Programmed). In October 2017, 
Programmed was acquired by Autalent Holdings Pty Ltd, which is owned by Persol Holdings Co 
Ltd of Japan via their special purpose Australian company Persol Australia Holdings Pty Ltd. Prior 
to October 2017, Programmed was a public listed company. 

Over the period of the agreement, PRA has performed well and delivered significant savings and 
benefits to the Corporation, however, scope for efficiency gains are expected to diminish in the 
future. In addition, PRA has brought private sector expertise, disciplines and technologies that are 
now commonly accepted within the Corporation. 

1.3 The need for change 

The current alliance does not align with the new operating model. In particular, PRA is limited in its 
ability to: 

• Provide 'end-to-end' process capability (with seamless and rapid feedback from operations and
maintenance to asset planning);
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• Enable integrated customer and stakeholder interaction and engagement, which would address
consistency of approach to local government authorities;

• Enable a holistic approach to operation and maintenance services across regional and
metropolitan areas (providing consistency and scale economies through using unified systems,
processes and work practices as well as reduced interfaces and clearer accountabilities);

• Enable effective capex and opex investment decisions to deliver lowest total whole of life cost

• Effectively integrate with Water Corporation Operations Centre for dispatch and customer
contact; and

• Effectively share and adopt valuable innovations from other parts of the business.

1.4 Options assessment 

The Corporation undertook an assessment to determine the likely applicable sourcing options 
available to the Corporation for the PRA scope of work. Three sourcing options were considered: 

1. In-source the services to the Corporation;

2. Remain with the current PRA agreement; and

3. Schedule of rates contract.

Through the options assessment, the in-sourcing option provides greater alignment with the new 
operating model when compared against the other options considered: 

• Operation and maintenance services are core business for the Corporation, which the
Corporation performs well, and in-sourcing will enable a holistic approach to the regional and
metropolitan service provision. This will also align training and technical competencies across
the Corporation, as well as provide greater succession planning and opportunity for career
progression for employees;

• The in-sourced model will simplify and streamline process flows and organisational structure by
removing third parties and integrating the function within the Corporation. This simplification will
achieve:

- Consistent interaction and engagement with customers and stakeholders;
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- Integrated decision making and rapid feedback from operations to planning -

- Optimised capex and apex investment decisions to deliver lowest total whole of life cost; 
- Improved alignment of the end-to-end processes across the whole business;
- Fully integrated operations and maintenance delivery, both vertically and horizontally within

the Corporation, to achieve one-team;
- Clear accountabilities for deliverables against Corporate objectives; and
- Enable systems and technology to support the provision of the service that is consistent

across the Corporation and able to leverage the economies of scale benefits provided by a
combined metropolitan and regional operations model.

1.5 Qualitative Benefit and Risk assessment

The Corporation has undertaken a qualitative benefit and risk assessment of the sourcing options. 
Based on the assessment, in-sourcing and continued alliancing are both reasonable options, but 
the schedule of rates contract would present risk to customer and service outcomes. 

Between 'in-house' and 'current alliance, the main differences are: 

• Slightly different form of management focus required, but greater integration opportunities and
opportunity for alignment across the Corporation and the new operating model for the in-house
option;

• Savings of between $2-3 million per annum from [QI 
• Different industrial relations profiles, with in-house providing an opportunity to unite employees

under a single EA; •

From the analysis of the differences between in-sourcing and continued alliancing, the in-sourcing 
option would derive greater benefits and does not present any unmanageable risks. 

1.6 Flnanclal evaluation 

An assessment was conducted of the anticipated financial outcomes associated with maintaining 
the current alliance agreement versus the recommended option of in-sourcing the services by 
transitioning employees to the Corporation within a new Business Unit. 

It is estimated that a modest net cost benefit of between $2-3 million per annum would result from 

LJ 

in--sourcing the activities of PRA. 

tJ 
1.7 Form of In-sourcing option and transition 

The Corporation has undertaken analysis of two options; acquire the PRA legal entity or create a 
new Business Unit within the Corporation. Both options are valid. 



It is recommended that the employees are transitioned to the Corporation as the new Business 

Unit. This will be less likely to cause disruption to customer service and enable the Corporation to �-� 

build a 'one organisation' culture with all staff treated equitably. 

The Corporation has undertaken analysis of the activities required to in-source PRA and 

determined these could be delivered over a four month timeframe. A qualitative risk assessment of 

the transition has been completed to identify key risks and mitigation measures. 
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2. Water Corporation corporate objectives and operating model

2.1 Corporate objectives

The Corporation has embarked on a journey towards a new vision, to drive greater value for 
customers/community/owner and mandating major sustainable shifts towards being safer, lower 
cost and lower environmental footprint The corporate objectives align to the vision and the 
Corporation is seeking significant stretch on many of these (e.g. Cost, Safety, greenhouse gas 
emissions, land clearing, supply shortage water restrictions, aboriginal employment). At the same 
time as achieving these uplifts, the Corporation is seeking to broadly sustain its high levels of 
performance on the other objectives (e.g. water interruptions). 

2.2 Operating model 

The Corporation is undertaking a journey towards a new operating model. Work last year 
concluded that the current operating model is not optimised to meet the Corporation's new vision 
and objectives. 6 

A new operating model has been agreed. Key elements of the design include clear corporate 
objective setting, and stronger feedback loops for in-service asset maintenance and operation so 
planning and implementing are aligned to best meet corporate goals and daily asset realities. A 
model where regional service delivery was distinct from metro was considered and discarded. 
Figure 1 shows the features of the Corporation's new operating model. 
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The new operating model has been developed to facilitate the following outcomes: 

• Focus on the customers' requirements to drive our decisions rather than individual organisation
requirements;

• Effective decision making to achieve one agenda across the Corporation in alignment of group

and corporate objectives;

• Align end-to-end processes across the whole business;

• Clear accountabilities and decision making; and

• Enable systems and technology to support the provision of the service.
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3. Perth Region Alliance

3.1 Background 

3.1.1 History and structure of the Perth Region Alliance 

The Corporation established the Perth Region Alliance (PRA) on 1 February 2012. This integrated 
alliance was set up to provide operations, maintenance and asset management services for water, 
wastewater and drainage assets in the Perth region (asset management was removed from scope 
in 2018). The alliance is between the Corporation, Programmed Facility Management Pty Ltd 
(PFM) and Programmed Facility Management (PRA) Pty Ltd (Service Company). The structure of 
PRA is shown in Figure 2 below. 

I
•'"' ---- ------ -------•-----•----•--•-, 

I 0 

' ' 
' ' 
' 
' 
' Water Corporation 

: ,..__ _______ ___, 

i Owner Participant i 
._ __ -------.. ----------------------------

Figure 2 - PRA structure 

-------------------------------------

Programmed Facility 
Management Pty Ltd 

Programmed Facility 
Management (PRA) Ply Ltd 

. .
Nan-owner Part1c1pant 

-----------------------------------------

PRA is governed by the terms of the alliance agreement. The Alliance Leadership Team includes 
representatives from the Corporation and PFM. 

PRA is led by the Manager, Perth Region Alliance, who is supported by a number of business units 
as detailed in Figure 3 below (figures in brackets indicate the number of employees in each area 
as at 20 May 2019 noting that the number of employees varies): 

Figure 3 - PRA organisation chart 

The majority of employees are engaged in the delivery of services and assets, and project delivery. 
There are a number of corporate support functions directly employed by either the Corporation or 
PFM and seconded Into PRA. All of the employees of the Service Company are engaged in PRA. 
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The contribution of staff from the Corporation and PFM is detailed in Table 1 below: 

Entity I Number of employees

Corporation 50 

PFM 4 

Service Company 282 

Total 336 

Table 1 - PRA employees by employer 

In 2018, the asset management function previously undertaken by PRA was in-sourced by the 
Corporation. 6 

There are a small number of employees seconded to PRA from PFM that are 
not employed by PRA. 

PRA is party to approximately 100 contracts to support the delivery of services under the Alliance. 

3.1.2 PFM ownership 

The Service Company is a wholly owned subsidiary of PFM, which in turn is a wholly owned 
subsidiary of Programmed Maintenance Services Ltd (Programmed). In October 2017, 
Programmed was acquired by Autalent Holdings Pty Ltd, which is owned by Persol Holdings Co 
Ltd of Japan via their special purpose Australian company Persol Australia Holdings Ply Ltd. Prior 
to October 2017, Programmed was a public listed company. 

3.1.3 Term of the agreement 

The initial term of the agreement was 5 years and 5 months, i.e. until 30 June 2017. • 6 

In September 2018, the Corporation assessed 
the performance of PRA as meeting the criteria and extended the agreement to June 2022, which 
is the current term of the agreement. 



3.1.4 PRA financial performance 

3.1.5 PRA perfonnance 

Over the period of the agreement, PRA has performed well and delivered significant savings and 
benefits to the Corporation however, scope for efficiency gains are expected to diminish in the 
future. In addition, PRA has brought private sector expertise, disciplines and technologies that are 
now commonly accepted within the Corporation. 

-

6, 
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3.1.6 PRA balanced scorecard performance 

The balanced scorecard is based on 10 key result areas: Occupational Health and Safety; 
Financial, People, Customers, Delivery of services, Information and data, Alliance health, 
Stakeholder, Business management, MCOS (Minimum Conditions of Satisfaction). 

3.2 The need for change 

3.2.1 New operating model 

The new operating model has been described in section 2.2. The current alliance does not align 
with the new operating model In particular, 
PRA is limited in its ability to: 

• Provide 'end-to-end' process capability (with seamless and rapid feedback from operations and
maintenance to asset planning);

• Enable integrated customer and stakeholder Interaction and engagement, which would address
consistency of approach to local government authorities;

• Enable a holistic approach to operation and maintenance services across regional and
metropolitan areas (providing consistency and scale economies through using unified systems,
processes and work practices as well as reduced interfaces and clearer accountabilities);

• Effectively integrate with Water Corporation Operations Centre for dispatch and customer
contact; and

• Effectively share and adopt valuable innovations from other parts of the business.

3.2.2 Alliance value proposition 

Alliances are a preferred contracting model for complex situations where the intent is to leverage 
the best know-how, expertise and capabilities from each of the participants, and challenge how 
projects or work is delivered. They are also used where the client wants to retain an active 
involvement in key aspects of the alliance relationship, such as customer service or if they want to 
benefit from the alliance partner's technical or technology know-how. 
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3.2.3 Market considerations 



4. Options assessment

4.1.1 Description of the sourcing options assessment 

The Corporation undertook an assessment to determine the likely applicable sourcing options 
available to the Corporation for the PRA scope of work. The assessment reviewed a wide range of 
sourcing options to determine a short list of options to be considered. The Corporation then 
undertook an assessment of the short listed options to determine the sourcing model most 
applicable for the PRA scope of work. 

A review of external trends and insights identified the following: 

• Utilities are seeking to retain or develop in-house capability in high value activities, such as
asset management and asset data/insight;

• External sourcing is often considered where the partner has a significant advantage in valuable
expertise (e.g. process optimisation, technology enabling digital transformation);

• External sourcing can be useful for lower value capability activities, depending on relative cost
structures; and

• External sourcing capability decisions should be reviewed regularly given that life cycle benefits
diminish over time and local market conditions change.

The findings of our review of external trends correlate somewhat with industry trends across the 
world where there are fewer concessions and long term end-to-end contracts being taken to 
market. Instead, there is a focus on the market delivering specific services for specific issues, in 
particular technology and 'smart' solutions. 

Three sourcing options have been considered and assessed: 

1. In-source the services to the Corporation;

2. Remain with the current PRA agreement; and

3. Schedule of rates contract.

A description of the options and their attributes are provided in Table 3 below: 
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Item i Option 1) In-house I Option 2) Current alliance Option 3) Schedule of rates 
I contract 

Model • Corporation decides the • Corporation decides the • Packages of work given to a
description scope of work and work scope of work, Alliance pre-qualified contractor

practices agrees work practices based on cost and capability

• Corporation employs and • Contractor (largely)
manages field force employs and manages field

• Corporation costs are the force

labour, tools and parts • Corporation costs are

• No contractor, incentive to contractor cost plus margin 

perform Is same as whole of • Contractor incentive is 
the Corporation limited to the margin only 

(no risk/reward model} 

People • PRA workforce transitions to • PRA workforce retained by • Potential job security
the Corporation. Some Programmed implications for current PRA 
industrial relations changes staff who would need to 

• Better able to align transfer to successful 

people/culture with the contractor 

Corporation I 1----f] 
• Greater ability to develop • Customer service risks

employee capability and • Less able to influence
capacity culture/skills

• Increased development
opportunities for Corporation
employees

Process • Strong integration with • Strong integration with • Dispatch interface to be
dispatch (OC). Potential for dispatch (OC). Corporation determined. Potential loss of
easier process alignment can influence how tasks influence over how tasks
across the Corporation are perfonned performed

• Corporation acquires • Strong commercial acumen • Costly and difficult to
Business Unit with strong manage and control 
commercial acumen

Information • Responsibility and control • Some control over data • Less control over data
over data capture, insight capture and insight capture and insight
and integrity

Technology • Easler alignment to digital • Potential for negotiation • Contractually challenging to
transfonnation and cost impact from any release new technology after

technology changes contract award without
variations

Table 3 - PRA sourcing options 
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4.1.2 Sourcing options conclusion 

Through the options assessment, the in-sourcing option provides greater alignment with the new 
operating model than the other options considered. This is summarised below: 

• Operation and maintenance services are core business for the Corporation, which the
Corporation performs well, and in-sourcing will enable a holistic approach to the regional and
metropolitan service provision. This will also align training and technical competencies across
the Corporation, as well as provide greater succession planning and opportunity for career
progression for employees;

• The in-sourced model will simplify and streamline process flows and organisational structure by
removing third parties and integrating the function within the Corporation. This simplification will
achieve:
- Consistent Interaction and engagement with customers and stakeholders;
- Integrated decision making and rapid feedback from operations to planning -

- Optimised capex and opex investment decisions to deliver lowest total whole of life cost; 
- Improved alignment of the end-to-end processes across the whole business;
- Fully integrated operations and maintenance delivery, both vertically and horizontally within

the Corporation to achieve one-team;
- Clear accountabilities for deliverables against Corporate objectives; and
- Enable systems and technology to support the provision of the service that is consistent

across the Corporation and able to leverage the economies of scale benefits provided by a
combined metropolitan and regional operations model;

• At a tactical level, in-sourcing offers the opportunity for:
- Re-alignment between existing metro and regional boundaries to better deploy resources;
- Alignment of operational work methodology and practices across Operations Group; and
- Enable improved scheduling and customer interaction management from OC.
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5. Benefit and Risk assessment

5.1 Qualltatlve benefit and risk assessment

The Corporation has undertaken a qualitative assessment of the sourcing options. -

-
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5.2 Concluslon 

-

The likely perfonnance and risk outcomes for each model suggests that in-sourcing and continued 
alliancing are both reasonable options and will not lead to deterioration of customer service. The 
schedule of rates contract would present risk to customer and service outcomes. 

Between 'in-house' and 'current alliance, the main differences are: 

• Slightly different form of management focus required, but greater integration opportunities and
opportunity for alignment across the Corporation and the new operating model for the in-house
option;

• Savings of between $2-3 million per annum from contractor margin (detailed evaluation
provided in section 6);

• Different industrial relations profiles, with in-house providing the opportunity to unite employees
under a single EA; •

From the analysis of the differences between in-sourcing and continued alliancing, the in-sourcing 
option would derive greater benefits and does not present any unmanageable risks. 
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6. Financial evaluation

6.1 Options and scenario modelling

An assessment was conducted of the anticipated financial outcomes associated with maintaining 
the current alliance agreement versus the recommended option of in-sourcing the services by 
transitioning employees to the Corporation within a new Business Unit. 1 o, 6 

it is estimated that a modest net cost benefit of between $2-3 million 
per annum would result from in-sourcing the activities of PRA. 

-
- - - - -

- - - - -

I I - - -

I I • • • 

I I • 

- - - - -

I I - - -

I I • • • 

I I - - -

I I - - -

I I - - -

-

6.2 Financial model assumptions 

As noted earlier, it is the Corporation's intention to implement an internal governance model for the 
operating regions on a state-wide basis that will maximise the likelihood of maintaining the current 
levels of performance. 



- - - -

- - - - -

- - - - -

- - - - -

- - - - -

- - - - -

- - - - -

- - - - -

- - - - -

- - - - -
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7. Form of in-sourcing option and transition

7.1 Form of In-sourcing option 

7.1.1 Introduction 

The Service Company Is Incorporated for the purposes of the providing work under the agreement 
and is not permitted to conduct any other business during the term of the agreement without the 
Corporation's consent. Essentially, the Service Company holds the majority of the labour required 
to undertake the activities of the agreement. 

The Corporation has reviewed the options regarding the transfer of employees from the Service 
Company to the Corporation. Two options have been identified: 

IIIIAcquire the PRA legal entity - the Corporation would procure the legal entity of the Service 
Company and continue to operate the Service Company until the employees are transferred to 
new EAs (Corporation or specifically negotiated). 

•Create a new Business Unit within the Corporation and directly transfer all the
employees from the Service Company - a new Business Unit would be created within the
Corporation to transfer all the employees from the Service Company. The management
structure would need to be adapted to accommodate the employees and they would be
employed under the Corporation's EA.

Further information is provided in Appendix B - Form of sourcing option. 

7.1.2 Conclusion on form of sourcing option 

Both of the options provided are valid. On balance, it is recommended that the employees are 
transitioned to the Corporation as the new Business Unit. This will achieve the following outcomes: 

• Mitigate the risk of industrial action as staff will not be aggrieved of operating within the same
entity under worse terms and conditions than their colleagues (

-;

• Less likely to cause disruptions to customer service; and

• Enables the Corporation's management to build on a 'one organisation' culture and treat all
staff equitably, which is in line with the new operating model.

D 
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7 .2 Transition 

The Corporation has undertaken analysis of the activities required to implement the preferred 
sourcing strategy, i.e. in-sourcing of PRA. This section of the business case details the key 
activities and risks associated with ceasing the current arrangement and transitioning the Service 
Company employees and activities to the Corporation. 

The activities have been grouped into several themes. There are interdependencies and overlaps 
between the themes, which will be managed by the transition team. The themes are: 

• Transaction - Ensuring that the actual transaction follows the correct legal and governance
frameworks;

• People - Managing the transfer of the PRA workforce onto the Corporation's systems and
conditions;

• Procurement/Property/Contracts - Transitioning all the PRA vendors/contracts to the
Corporation's systems and frameworks;

• Operations - Ensuring the uninterrupted transition of services to the Corporation;

• Finance - Transitioning all the finance related information and accounts from PRA to the
Corporation;

• Stakeholder Engagement - Preparing and managing all stakeholders throughout the process;
and

• Communications - Preparing and managing all internal communications throughout the
process.

7 .3 Transition activities 

A range of activities have been identified to support the successful transition of PRA to the 
Corporation, as well as some key decisions and approvals that are required. Most of the activities 
are scheduled in the four month period following a forecast approval date of 1 August 2019 (refer 
to Appendix C for details of the high level transition plan). These activities are detailed below: 

7 .3.1 Transaction (May to July 2019) 

The goal is to ensure that the actual transaction follows the correct legal process as set out in the 
agreement and that the appropriate Corporation and Government governance frameworks are 
adhered to. 

Activity Description Timing Owner 

Agree transaction Confirm transaction structure, i.e. acquire legal entity or June GM Ops 
approach transition people. 

Obtain necessary Ensure all approvals are obtained in line with the Exec-May GM Ops 
approvals Corporation and Government governance frameworks. Board-June CEO 

Approvals required from Executive, Board, Minister and 
government 

Govt-July CEO 
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Activity 
Provide notice to 
Programmed 

Description 
Advise Programmed formally, in line with the terms of the 
agreement, of the intention to close the PRA 

Table 8 - Transaction activities - Transaction 

7.3.2 People (August to November 2019) 

Timing Owner 
1 August 

Ill 

Managing the smooth transfer of the PRA workforce onto the Corporation's payroll, under the 
same conditions as comparable Corporation employees, is the focus of this work stream. In 
addition, the staff will be on-boarded to the general Corporation systems and frameworks. 

Activity Description Timing I Owner 
Prepare detailed Using existing Corporation approach / framework, develop August HR 

people transition a plan to bring all PRA employees onto the Corporation's 
plan systems including manager guides, scripts and individual 

documentation. 

- ■

Engage with Communicate with key union representatives the intent to July TBC 
Unions transition and the proposed conditions. 

Transition all PRA Ensure all the PRA employees are moved from the PRA August- HR 

employees onto payroll system onto the Corporation's system ahead of November 
Corporation Payroll first pay-run at the Corporation. 

Transition all PRA Move all PRA employees onto the Corporation's EA August- HR 

employees onto ensuring that any changes to individual conditions are November 
Corporation EA understood and communicated to Individuals. 

Engage Fair Work Ahead of transitioning EAs, ensure that the appropriate August HR 

Commission FWC approvals are in place. 
(FWC) 

On-board PRA As part of on-boarding employees to the Corporation By HR 

employees to the using the existing Corporation on-boarding processes. November 
Corporation 

■ 

Table 9 - Transaction activities - People 

7.3.3 Procurement/Property/Contracts (August to November 2019) 

All PRA vendors will be transitioned to the Corporation's procurement systems and on-boarded 
appropriately. Contracts will be reviewed and initially may be novated to ensure continuity of 
service. 
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Activity Description Timing Owner 

Audit all assets 
and property 

Review and 
analyse PRA 
existing vendor 
base 

Migrate vendor 
data 

Transition 
inventory system 

Decide approach 
to transition 
contracts 

Ahead of transition date, take stock of all existing August 
Corporation assets and property and ensure that process 
is in place to ensure they transition appropriately. 

Understand the make-up and overlap of the PRA vendors August 
with existing Corporation vendors to identify the level of 
work Involved In transitioning the vendor to the 
Corporation. 

Ensure all data from the Programmed procurement August -
system (including historical data) is captured and November 
uploaded to the Corporation system. 

Ensure all data from the Programmed inventory system is August -
migrated to the relevant Corporation system. November 

Based on understanding of PRA contract list, decide on 
the relevant approach (novate or enter into new contract) 
for each contract and vendor. Then undertake work to 
complete plan. 

August
November 

Table 1 O - Transaction activities - Procurement/Property/Contracts 

7.3.4 Operations (August to November 2019) 

Procurement 

Procurement 

Procurement 

Procurement 

Contracts 

■ 

Ensuring continuity of services as the operations transition from PRA to the Corporation is integral 
to the process, as well as moving the PRA staff and processes to the appropriate Corporation 

systems and frameworks. 

Activity Description Timing I Owner 
Work in Progress Ensure a review is completed for all work in progress at the November Operations 

transition date and the warranties in place. 

Environmental Transition Programmed Environmental Management data August- Operations 
Management and supporting processes to the Corporation's certified November 
system Environmental System. 

Health and Safety Transition PRA Health and Safety system data to the August- Operations 
system Corporation's systems (understanding gaps and re- November 

inducting individuals where applicable). 

Integrate work Ensure all workflow processes are fully integrated (where August- Operations 
planning they are not currently) into the Corporation's nonnal November 
processes operating processes. 

Branding Update all relevant branding to remove Programmed / PRA December Operations 
logos, e.g. uniforms and documentation. onwards 

Table 11 - Transaction activities - Operations 
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7.3.5 Finance (August to November 2019) 

The key activities include the transitioning of all the finance related information and data as well as 
transferring the relevant trust accounts of PRA to the Corporation. 

Activity Description Timing I Owner 

General Ledger Transition all PRA General Ledger data to the Corporation August- Finance 
Data General Ledger (including historical data). November 

Workers' Transition Workers' Compensation contract a1Tangements August- Finance 
Compensation from PRNPmgrammed to the Corporation. December 

Trust Accounts Close the trust accounts (accrued liabilities) and transfer December Finance 
balances to Corporation accounts. 

Table 12-Transactlon activities-Finance 

7.3.6 Stakeholder Management (June to July 2019) 

Ensuring that the engagement with all key stakeholders are prepared and managed well 
throughout the process will help ensure a good outcome for all parties impacted by the transition. 

Activity Description 
External Engage with key external parties as required, e.g. 
stakeholder Programmed, Unions, Government departments and 
engagement Ministers. 

Briefing packs Prepare relevant briefing packs for stakeholder 
engagement. 

Table 13 - Transaction activities - Stakeholder Management 

7.3.7 Communications (ongoing) 

Timing Owner 
June- Comms/ 
July External 

Relations 

June- Comms/ 
July External 

Relations 

Ensuring that the internal communications are prepared and managed well throughout the process 
will help ensure a good outcome for all parties impacted by the transition. 

Activity Description Timing Owner 

Develop key Identify internal and PRA key stakeholder list to inform June Comms 
stakeholder list communication planning. 

Develop Prepare (using existing Corporation frameworks and June Comms 
communication approach) a detailed communication plan for the extent of 
plan the transition project. 

Transition Deliver appropriate and ongoing communications in line August Comms 
communications with communication plan. onwards 

Table 14 -Transaction activities - Communications 



7 .4 Transition risks 

Several risks have been identified by stakeholders in relation to the transition. Table 15 below 

provides details of each of the key risks and the mitigating actions that will reduce the risk or 
eliminate it: 

No. Area Risk Mitigating action 

1 People Key resources not transitioning • Identify critical roles pre-transition and manage

I 

I 

I -

5 People Fair Work Commission do not • Open communication
approve EA transition 

6 Transaction Reputational damage to the • Key stakeholder communications by senior
Corporation Corporation staff

I -

I 

I 

10 Operations System/process changes Impact • Detailed planning and management of transition
operational delivery 

Table 15 - Key transition risks 
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8. Conclusion

Based on the analysis undertaken in this business case, the preferred option is to in-source the 
services currently provided by PRA and terminate the agreement. 

Need for change 

The current alliance does not align with the new operating model. In particular, PRA is limited in its 
ability to: 

• Provide 'end-to-end' process capability (with seamless and rapid feedback from operations and
maintenance to asset planning);

• Enable integrated customer and stakeholder interaction and engagement, which would address
consistency of approach to local government authorities;

• Enable a holistic approach to operation and maintenance services across regional and
metropolitan areas (providing consistency and scale economies through using unified systems,
processes and work practices as well as reduced interfaces and clearer accountabilities);

• Enable effective capex and opex investment decisions to deliver lowest total whole of life cost

• Effectively integrate with Water Corporation Operations Centre for dispatch and customer
contact; and

• Effectively share and adopt valuable innovations from other parts of the business.

Options assessment 

The Corporation undertook an assessment to determine the likely applicable sourcing options 
available to the Corporation for the PRA scope of work. Three sourcing options were considered: 

1. In-source the services to the Corporation;
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2. Remain with the current PRA agreement; and

3. Schedule of rates contract.

Through the options assessment, the in-sourcing option provides greater alignment with the new 
operating model than the other options considered: 

• Operation and maintenance services are core business for the Corporation, which the
Corporation performs well, and in-sourcing will enable a holistic approach to the regional and
metropolitan service provision. This will also align training and technical competencies across
the Corporation, as well as provide greater succession planning and opportunity for career
progression for employees;

• The in-sourced model will simplify and streamline process flows and organisational structure by
removing third parties and integrating the function within the Corporation. This simplification will
achieve:
- Consistent interaction and engagement with customers and stakeholders;
- Integrated decision making and rapid feedback from operations to planning -

- Optimised capex and apex investment decisions to deliver lowest total whole of life cost; 
- Improved alignment of the end-to-end processes across the whole business;
- Fully integrated operations and maintenance delivery, both vertically and horizontally within

the Corporation, to achieve one-team;
- Clear accountabilities for deliverables against Corporate objectives; and
- Enable systems and technology to support the provision of the service that is consistent

across the Corporation and able to leverage the economies of scale benefits provided by a
combined metropolitan and regional operations model.

Benefit and Risk assessment 

The Corporation has undertaken a qualitative assessment of the sourcing options. Based on the 
assessment, in-sourcing and continued alliancing are both reasonable options, but the schedule of 
rates contract would present risk to customer and service outcomes. 

Between 'in-house' and 'current alliance, the main differences are: 

• Slightly different form of management focus required, but greater integration opportunities and
opportunity for alignment across the Corporation and the new operating model for the in-house
option;

• Savings of between $2-3 million per annum from [Q] 
■Different industrial relations profiles, with in-house providing an opportunity to unite employees

under a single EA; •

D 
From the analysis of the differences between in-sourcing and continued alliancing, the in-sourcing 
option would derive greater benefits and does not present any unmanageable risks. 
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Flnanclal evaluation 

An assessment was conducted of the anticipated financial outcomes associated with maintaining 
the current alliance agreement versus the recommended option of in-sourcing the services by 
transitioning employees to the Corporation within a new Business Unit. 

It is estimated that a modest net cost benefit of between $2-3 million per annum would result from 
in-sourcing the activities of PRA. 

Form of sourc ing option and transition 

The Corporation has undertaken analysis of two options; acquire the PRA legal entity or create a 
new Business Unit within the Corporation. Both options are valid. 

It is recommended that the employees are transitioned to the Corporation as the new Business 
Unit. This will be less likely to cause disruption to customer service and enable the Corporation to 
build a 'one organisation' culture with all staff treated equitably. 

The Corporation has undertaken analysis of the activities required to in-source PRA and 
detennined these could be delivered over a four month timeframe. A qualitative risk assessment of 
the transition has been completed to identify key risks and mitigation measures. 
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Appendix B - Form of sourcing option 

B.1 Introduction 

The Service Company is incorporated for the purposes of the providing work under the agreement 
and is not permitted to conduct any other business during the term of the agreement without the 
Corporation's consent. Essentially, the Service Company holds the majority of the labour required 
to undertake the activities of the agreement. 

Within the agreement, there are constraints on the Service Company, such as: 

• The Service Company must remain wholly owned both beneficially and legally by PFM during
the term of the agreement;

• PFM is responsible for the management of the Service Company;

• The Corporation and PFM is able to second employees into the Service Company;

• The Service Company is permitted to use the assets of PFM but no assets of the Service
Company are permitted to be transferred to any person;

• The Service Company must not amend its memorandum or articles of incorporation without the
Corporation's consent;

• The Service Company must not create, permit, allow to exist or agree to any interest or
encumbrance of any of its assets and undertakings without the Corporation's consent; and

• PFM will have sole financial responsibility for the Service Company.

The Corporation has reviewed the options regarding the transfer of employees from the Service 
Company in the event the Corporation in-sources the PRA activities. Two options have been 
identified: 

1. Acquire the PRA legal entity; and

2. Create a new Business Unit within the Corporation and directly transfer all the employees from
the Service Company.

A description of the two options and their advantages and disadvantages is described below. 

B.2 Acquire PRA entity 
[] 

Under this option, the Corporation would procure the legal entity of the Service Company and 
continue to operate the Service Company until the employees are transferred to new EAs 
(Corporation or specifically negotiated). This option would maximise future flexibility for the
��rab. 

�
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The main advantages of this option include: 

• The Corporation could establish PRA as its maintenance services entity and potentially include
other maintenance services currently conducted within the Corporation, or could be sold, in the
future;

• Would enable the establishment of an operating model and performance regime that is suitable
to an asset maintenance organisation;

• Controlled by the Corporation so able to protect customer relationships and standards.

The main disadvantages of this option include: 

• Would create different employment regimes within the Corporation with the potential to
generate opportunities for workforce unrest if workers felt disadvantaged compared to their
peers;

• Could result in the workforce questioning the Corporation's future intentions - whether the

Division could be sold or outsourced;

• Establishing different EAs to the Corporation's EA could be delayed by negotiations and
difficulties in obtaining Fair Work approvals;

• The Corporation's HR systems do not cater for differing employment regimes. Would require
systems modifications or to use PRA's HR system;

B.3 Create a new Business Unit with employees from the Service Company 

This option involves the development of a new Business Unit within the Corporation to transfer all 

the employees from the Service Company. The management structure would need to be adapted 
to accommodate the employees, most likely within the Operations Group. The employees would be 

employed under the Corporation's EA and operate as part of the Corporation. 
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The main advantages Identified include: 

• Relatively simple transition as no new EA needs to be negotiated and Fair Work approvals
likely to be quicker;

• Simpler transition onto the Corporation's HR systems but still required effort to get employment
terms correct in HR systems;

• Creates one team - all working for the Corporation; and

• Might gain some benefits from full integration across the Corporation - better integrated
planning and delivery.

The main disadvantages identified include: 

• Some administrative effort to transition 245 workers onto the Corporation's HR EA and
systems; not all levels match to the Corporation's levels;

B.4 Conclusion on fonn of sourcing option 

Both of the options provided are valid. Acquiring the legal entity may create workforce unrest if the 
employment terms are materially different from the Corporation's terms and there is uncertainty 
associated with the Corporation's future intentions. 

Transitioning the employees from the Service Company to a new Business Unit is relatively easier 
and quicker than the other option. It will require complete transition to the Corporation's EA and 
would create a single workforce within the Corporation (one team). 

On balance, it is recommended that the employees are transitioned to the Corporation within the 
Operations Group as the new Business Unit MPerth Region�. 
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Appendix C - High level transition plan 

Approvals (Executive, Board, 

APR 

40 

Government) 
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Board 
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♦ 
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People Transition Activities 
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T ransltion Activities 
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Finance Transition Activities 

Government 
Approval 
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AUG SEP OCT 
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