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Where Transit came from

| . Established in response to the Transit
New Zealand Act 1989

e Set up as a separate Crown Entity
from the Roading Division of the then

Ministry of Works

 Transfund, the government transport
funding agency, was separated from
Transit in 1996

e Re-constituted under the Land
Transport Management Act (2003)




Nature of the business - Pre 2003

| « Funding decisions for Capital Projects
made In accordance with a Benefit
Cost Ratio

Mainly considered tangible benefits

Difficult to justify complex projects in
urban areas

Conseqguential focus on small projects

Focus on State Highways rather than
wider transport system(rail, aviation,
marine, PT)




The Land Transport Management Act (2003)

 Requires that Transit New Zealand’s
plans for the state highway network

e assist economic development
assist safety and personal security
Improve access and mobility
protect and promote public health
ensure environmental sustainability




Transit's vision
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Increasing level of investment in State Highways




Large projects pre 2003

*Before 2003 our largest project was
Grafton Gully at $68m

*Most projects typically $30 m or less




Large projects we are tackling

*Albany to Puhoi

eHarbour Link
eTransmission Gully

Te Rapa

«Waterview Connection
Victoria Park Tunnel
*Northern Busway
Manukau Harbour Crossing
Manukau Extension

Newmarket Viaduct




Regionally heated market conditions




Questions on Value for Money?

With so many different inputs how
can we be sure we are achieving
Value for Money?

Value for Money for who?

Should everyone be prepared to pay
the same for the benefits achieved
on a project?

If so — how much?

So what Is Value for Money?
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Was it good value for money?




VIM is the principal driver of performance.

Functional Performance (Benefits)

Benefit from economic (including financial), social and
environmental performance
Includes all tangible benefits associated with BCR

Difficult to determine as includes intangibles

Resources Consumed ($%$)

Costs incurred to deliver functionality sought




Portfolio level objective

Projects therefore selected based on high VM ratio

At early phase this is based on feasibility estimates and

functionality assumptions
For individual projects objective is to enhance value
achieved by:

Achieving functionality desired for less resources consumed or

Providing more functionality for same or less resources

consumed




Building the right project
Appropriate benefits to meet need

Optimal resources consumed

At the right time

Priority order to maximise benefits delivered

Building the project as efficiently as
possible to minimise the resources
consumed for the delivery of the desired

benefits




Value for Money In the eye of the beholder?
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What's needed to enhance value?

— What's needed to optimise value:

 Maximise the efficient use of existing scarce
resources

o Attract, develop and retain sustainable
resource to the sector

— Strategies

o Systematic Approach to Value Management
and Opportunity realisation

 Portfolio Programming

 Responsive Procurement Strategies which
target value for large scale, complex and
risk projects, minimise wasted effort and
attracts resources
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Systematic approach to value management

Organisational culture - habitual approach to
value management and opportunity realisation

Setting a baseline against which enhanced value

can be measured
Baseline functionality which reflects original scope
assumptions

For each project a series of workshops are used:
Proactively look for innovation and opportunities

Challenge scope and standards against original
functionality requirements




Value engineering benefit
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Value for Money from Procurement

* In relation to procurement

procedures the LTMA (2003)
Section 25(1), LTMA states.:

“... procurement procedures that
are designed to obtain the best
value for money spent by
approved organisations and
persons, having regard to the
purpose of this Act.”




Long Term Procurement Plan

LTPP’s Mission : To provide
optimal value for money in the
delivery of services and
products on the state highway
network to meet Transit’s
Statutory Objective.

Transit’s current philosophy

Models developed and selection
criteria

Avalilable on Transit's web site

www. Transit.govt.nz




Portfolio Level Procurement Strategy

Considers impact across Transit’s entire
portfolio of Capital Projects

Maintain diversity in available procurement

models to:
— Enhance selection possibilities (the right

tool)
— Different learnings from each model

— Avoid manipulation of a single process




-]
I Project Level Procurement Strategy

— Two parts to optimise Value for Money
(1) Team Selection and Evaluation

Evaluation method
Simple Increasing value Complex
Characteristics No risk enhancement High risk
No innovation by better team Potential for innovation

(2) Delivery mechanism and commercial drivers match

— Internal Characteristics of Delivery Mechanism
— External Characteristics (Programme, Project, Client,

Market conditions)

, ALLIANCE
Desired Value for Money Level I

TRAD'TIONAL



Delivery Mechanism Selection —Conceptual Model

Project
Alliance

Competitive
Alliance

Complexity, Risk, Potential for Innovation, Flexibi lity required, Client
Involvement, Supply Vs Demand, Programme constraint







CMJ Stage 2

Alpurt B2

Otanerua Eco Viaduct




