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document refers to section 9(2)(a). 
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Date:  13 June 2018 FC-5-1-12-1-1 
 
 
To: Fiona Ross, Senior Responsible Owner, Tāne Whakapiri  

Glenn McStay, CFO, The Treasury 
 
From: Peter Anderson, Project Manager 
 
Copy: David Bowden, Property Workstream Sponsor, Tāne Whakapiri 
 

Approval of Tāne Whakapiri Main Contract Hard Fitout Cost 

 
Purpose 

This memo seeks your approval of the Proposed Main Contract Hard Fitout (MCHF) 
Cost as advised by Precinct’s representative in Landlord Advice Notice TT049 dated 6 
June 2018. This approval is due under the Development Agreement between The 
Treasury and Precinct no later than 4 July 2018 however the landlord has requested a 
response by 13 June 2018. 
 
Recommendation/Decision 

The decision I am seeking is as follows: 
 
1. Approve the Proposed MCHF Cost and hence commencement of the MCHF works 

Agree/Disagree 
 

2. Note that if we object to the proposed costs there is a process set out under the DA 
for negotiation and, if required, expert determination 

Noted 
 

3. Note the approach taken and associated risks 
Noted 

 
4. Note the associated cost commitments 

Noted 
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Background 

The Tāne Whakapiri (Treasury Accommodation Strategy Implementation) Project has 
completed design and construction is underway. Construction will comprise the 
following stages. 

• The base build is the landlord’s responsibility to deliver a basic space which 
meets the performance specification set out in the Development Agreement 
(DA). 

• The MCHF is work that the landlord undertakes, at Treasury’s cost, to modify 
the base build to suit our Sub-divisional Hard Fitout (SHF). This includes 
moving services and altering floors and ceilings to accommodate our design. 

• The SHF is the tenant’s hard fitout (i.e. meeting rooms, kitchens, toilets, etc.) 
which is undertaken and paid for by Treasury. 

Under the DA, Treasury is committed to paying all costs associated with the MCHF. 
 
Process 

The MCHF design cost was approved in November 2017 and is provided below for 
reference. Precinct’s team completed the design in March 2018, to the satisfaction of 
Treasury’s consultant team, and have tendered the works with their contractor, LT 
McGuinness. 
The resulting Proposed MCHF Cost is based on the difference between the cost of the 
base build works and the works including the MCHF scope. 
The cost has been reviewed by Rawlinsons, our Quantity Surveyor, to ensure that the 
scope is correct, ie we are not paying for any more than we should be, and that the 
prices are fair and reasonable. This was based on a comparison against Rawlinsons’ 
estimate of the MCHF final plans and specifications. 
 
We received an initial cost on 30 April 2018 and the cost has reduced as items have 
been challenged, as summarised below. 
 
Version Date Cost 
Rev 1 30 Apr 2018 $1,776,876.00 
Rev 2 23 May 2018 $1,664,672.72 
Rev 3 (final) 6 June 2018 $1,662,862.64 

 
Rawlinsons’ final estimate issued in February 2018, including estimation and 
construction contingency, is $1,604,799.00. 
 
Rawlinsons’ recommendation is as follows. 
“We recommend acceptance of the overall MCHF pricing. Please note this is from a 
cost perspective only, the design team are required to comment on the suitability of the 
overall scheme. 
The overall level of pricing is higher than we would expect to see and this is mainly due 
to the current market conditions, increases in both materials and labour costs.” 
 
Rawlinsons’ report and the formal notice received from the landlord are provided below 
for reference. The latter consists of the Landlord Advice Notice, pricing detail, relevant 
tender information and closure of a query relating to acoustic performance. 
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The design team has reviewed the pricing detail and tender information. The summary 
provided by Catalyst notes that there are some outstanding tender qualifications and 
additional items to be priced under variation The latter relate to SHF design changes 
subsequent to final plans and specifications

 
Project Capital Forecast 

The Proposed MCHF Cost of $1,662,862.64 is approximately $58,000 or 3.6% higher 
than Rawlinsons’ latest estimate. Known variations are estimated to have a further 
impact of between $50k and $100k. These additional costs will be covered through a 
combination of a reducing SHF cost, which includes ongoing value engineering, and 
overall project contingency. 
 
This is reflected in the latest forecast as follows. 
 

Cost element 
QS estimate 
(28/3/2018) 

SG Forecast 
(5/6/2018) 

Current Forecast 
(13/6/2018) 

    
Internal   $           519,687  $                519,687 
Professional fees  $         1,457,651   $        1,507,192  $            1,507,192 
MCHF  $         1,604,799   $        1,605,000  $            1,662,000 
SHF  $         5,851,370   $        5,931,143  $            5,829,000 
SFO  $         1,604,880   $        1,604,880  $            1,604,880 
   
Tech equipment  $             500,000   $           500,000  $                500,000 
Tech resources   $           145,000  $                145,000 
Contingency (escalation)   $           300,000  $                300,000 
    
Total  $       11,018,700   $     12,112,902  $          12,067,759 
External funding (capital 
injections)   $        9,760,000  $            9,760,000 
Balance (TSY cash reserves)   $        2,352,902  $            2,307,759 

 
Risks 

Key risks and points to note in relation to this approval are as follows: 
1. The Proposed MCHF Cost includes provisional sums of $105,000 for seismic 

engineering design and bracing to services and ceilings. Rawlinsons advise that 
these are a reasonable estimate. 

2. This approval is due under the Development Agreement between The Treasury and 
Precinct no later than 4 July 2018 however the landlord has requested a response 
by 13 June 2018 as a consequence of expedited construction dates resulting from 
integrating the landlord and tenant works. If we do not respond in that timeframe 
then there may be additional cost due to a delayed start to the MCHF works. 

3. We are currently progressing a variation to formalise design changes that missed 
the cut-off for the final MCHF design.

[1]

[1]
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 This will result in an increased cost which will be covered by the 
identified contingency. 

4. Any further variations to our SHF design may have a consequent knock on effect. 
5. Note that the initial SHF tender responses are slightly below the Rawlinsons’ 

estimate and that we are continuing to identify value engineering opportunities. 
6. Note that the Soft Fit Out (SFO) is expected to return a saving due to substantial re-

use of current furniture. 
 
Next Steps 

The next steps for the project are as follows: 
• Respond to landlord by 13 June 2018. 
• Landlord base build works continue. 
• MCHF and early SHF works commence 4 July 2018 as per draft integrated 

programme. 
 
In parallel 
• Finalise the SHF construction contract with LT McGuinness. 
• Finalise the integrated programme of landlord and tenant works with Precinct. 
 
Attachments 

Approval of MCHF design cost 
RE  Tane Whakapiri - MCHF design cost (Treasury:3967338v1) Add to worklist  
 
MCHF Proposed Cost including attachments 
LAN  TT049 MCHF Proposed Cost (Treasury:3967507v1) Add to worklist  
No1TT_P LTMTrade Summary MCHF Rev 3 (Treasury:3967508v1) Add to worklist  
No1TT_Podium LTM Tender Tags MCHF (Treasury:3967509v1) Add to worklist  
CA018_ca180307w0009[2.0]_Level 1 Lift Atrium - Lift Noise Clarification 
(Treasury:3967510v1) Add to worklist  
 
Rawlinsons’ review of Proposed MCHF Cost 
MCHF Review (Treasury:3967528v1) Add to worklist  
 
Catalyst’s assessment of Proposed MCHF Cost 
RE: Emailing: MCHF Tags.pdf(Kayvan Bahraini)) (Treasury:3969756v1) Add to 
worklist  

[1]
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