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1 Purpose

We are seeking feedback on a proposed update of national policies, requirements and guidelines
for procurement in public transport.

The purpose of the update is to achieve better value for money and long-term cost effectiveness.

We have included an overview of three key workstreams, timeframes, and our approach to sector
engagement, which we aim to complete by the middle of this year.

You can use the sector survey attached to have your say on the following documents:
1. New public transport procurement manual
2. Bus contracting

3. Sector action plan for improving bus procurement practices

2 Background

The Government policy statement on land transport 2024 (GPS 2024) sets a clear expectation for
a greater focus on value for money across the transport sector. This includes public transport
where total investment in service delivery exceeds $1.4 billion annually.?

Procurement procedures play a key role in delivering value for money. Under the Land Transport
Management Act (LTMA), activities funded from the National Land Transport Fund (NLTF) must be
procured in accordance with procedures approved by NZTA.2

The update is relevant to public transport services in general, with additional focus on the bus
sector because it makes up most of the spending, and because there is a significant amount of
procurement activity expected in the next three years, as shown in Figure 1.

3 Overview of workstreams

Informed by prior sector engagement, including presentations and discussion late last year at the
NZ Bus and Coach Assaociation conference and Local Government TSIG forum, three key focus
areas have been identified:

1. New public transport procurement manual - Public transport content within NZTA’s existing
procurement manual needs updating because of legislation change and an evolving delivery

1 Expenditure is funded via passenger fare revenue, third party revenue, Public Transport Authorities, the National Land
Transport Fund and the Crown.

2 Section 25 (1) of the Land Transport Management Act 2003
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environment. Updated content will be organised into a dedicated document that provides clear and
actionable policy, requirements and guidance for obtaining NZTA procurement procedure
approvals for public transport services.

2. Ensuring key bus contracting elements are consistent nationally — Different contracting
approaches across the country are contributing to avoidable costs for suppliers and funders.
Greater consistency is expected to result in cost savings. This workstream includes four sub
projects as summarised in Figure 1 below.

3. Developing a sector action plan for improving bus procurement - New Zealand is a small
market in the global supply chain for public buses and a whole of sector approach is needed to
reduce costs and enhance value for money. This workstream will leverage sector expertise to
identify issues, opportunities, and actions. Focus areas include, but are not limited to, effectiveness
of urban bus requirements (RUB), procurement methods for vehicles, risk apportionment,
electrification, and road wear and tear.

Further context for each workstream is provided in Attachment 1 of this document.

91" 7 . o Policy, requirements and guidance for obtaining

New public transport procurement manual | % 4< procurement procedure approval (LTMAs25) for

w - 4 ’Z«*C_k public transport services (all modes)
Pricing workbooks
g Ensuring l 9 ‘
o consistenc iati i
ﬁ across key b):Js l Variation guldance ‘ L ;"ﬁ Contract development resources for practitioners
-;5‘ contracting | Performance monitoring ‘ e - (bus only)
elements —

s | Key contract terms ‘

S — Action plan for addressing sector wide issues
- % and opportunities (bus only)
4

RUB effectiveness - electrification - procurement methods - risk

@ Sector action plan bus procurement

NZ Transport Agency Waka Kotahi Page 2 of 11



Total public transport expenditure Percent of existing bus contracts due to exgire
nationally 2023/24 nationally by year

273%
21%
5 15%
13%
$840m 118
Bl
1
L
-

2024 2025 2026 2027 2028 2029 2030 2031 2033

Ferry
£100m

Train
$310m

4 Development approach and timelines
We will work through a staged approach, so content is shaped by and useful for the sector.
The stages are:

1. Discovery - This includes a sector survey as a first step and then more detailed
interviews and workshops with sector experts on bus procurement practices.

2. First draft for sector reference group review - Informed by prior engagement and the
sector survey, we will develop draft material for review by a sector reference group, which
will be made up of PTA and operator representatives.

3. Second draft for sector consultation - Informed by the sector reference group, we will
make amendments and issue updated draft material for sector wide feedback.

4. Finalisation - We will make amendments as needed and then finalise and publish
material.

Indicative timeframes and key milestones are summarised in Figure 3 below. Please note,
timeframes and milestones may change as work progresses. We will also explore ways to
streamline engagements, while still providing opportunity for feedback.
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5 Implications for upcoming procurement

Many bus contracts are due to be tendered soon, and some PTAs have either recently tendered or
are planning to start tender processes.

When we have confirmed the outcomes from the initiatives outlined in this document, we will let
PTAs know as soon as possible and share details about when any changes will become
applicable.

In the meantime, we recommend that PTAs continue with their current procurement plans.

We are open to considering revised approaches or timeframes for PTA procurement activities
where there is a strong value for money case.

6 Sector survey
As a first step, we are asking for feedback from PTAs and operators.

Attachment 1 provides a template for feedback. Participation is optional, but we encourage and
value feedback to ensure our work is shaped by sector expertise and insights. Please be aware
that feedback will be summarised and shared with the sector reference group as needed. The
group will comprise NZTA (including consultants), PTA, and PTO representatives.

Feedback could also become publicly available under the Official Information Act.

Your response and privacy

The information you send us will be used by NZ Transport Agency Waka Kotahi to help inform our
consultation for our procurement update. We may publish in part or in full the information you
submit, for example in a consultation report, but we will not include any information that could be
used to identify an individual person. If you have indicated you are an authorised representative of
an organisation, we may publish your organisation’s name. Please clearly indicate if your
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comments contain commercially sensitive information or, if for some other reason, they should not
be disclosed.

If you would like to request official information from us, please don’t include that in your
submission. Instead, please direct it to the project team so we can respond to it in a timely

manner.

You can find more about how we hold and protect your information, and our obligations under the
Official Information Act on our website.

Consultation - privacy and Official Information requests

Feedback can be sent to public.transport@nzta.govt.nz by 28" March 2025.
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Attachment 1 — Sector survey response template

Organisation name:

Insert details here.

Contact person:

Insert details here.

be disclosed

Email: Insert details here.
Phone: Insert details here.

Insert details here. Please clearly indicate whether:
Sensitivity * any parts of your feedback should be anonymised

« is commercially sensitive or, if for some other reason, it should not

This template is organised into three parts that align with the key focus areas summarised in the
figure below. Each section provides additional context for the focus areas and includes questions

relevant to each.
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Part 1 — New public transport procurement manual

Context and questions

1 | Context — Terminology

Shared terminology and common understanding are important foundations for enabling cross-
sector work on public transport procurement. Enhancing value for money underpins all public
transport procurement workstreams. The following provides proposed definitions for
feedback.

Value for money considers both the effectiveness and efficiency of spending. Best value for
money is obtained when desired outcomes in the public interest are achieved at an efficient
and sustainable price. Further definitions:

e Effectiveness of spend (or cost-effectiveness) focuses on how well expenditure
achieves desired outcomes in the public interest, regardless of the amount spent. For
example, spending is effective if desired outcomes are achieved, and ineffective if
they are not.

e Efficiency of spend (or cost efficiency) focuses on how much is spent for a certain
level of effective output. Cost efficiency can be improved by either increasing effective
output without spending more or by reducing spending while maintaining the same
effective output.

e Public interest refers to outcomes that benefit society from money spent.

e Sustainable price refers to the minimum price at which a product or service can be
provided effectively while covering all associated costs including a fair margin and
ensuring ongoing viability for participants.

a | Could these terms and definitions be improved? And if yes, how so?
Insert response here

b | What do you see as the main challenges and opportunities for achieving greater value for
money associated with public transport procurement and delivery?

Insert response here

2 | Context — New public transport procurement manual

The LTMA requires NZTA to approve ‘procurement procedures’ for activities funded from the
NLTF (LTMA s25). This includes public transport services and infrastructure. The NZTA
Procurement Manual defines policy, requirements and guidance to assist PTAs when
developing procurement procedures and obtaining approvals from NZTA.

The existing procurement manual content relevant to public transport requires updating
because of legislation change and an evolving delivery environment. This will be done by
creating a dedicated document for procurement of public transport services.

a | What would you like NZTA and the sector reference group to consider when developing the
new guidance document?

Insert response here

What specific challenges do you experience in the current procurement process, and how
could the new guidance document help address these issues?

Insert response here
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Part 2 — Ensuring consistency across key bus contracting elements

This workstream focuses on the bus sector and includes four sub-projects:
e tender pricing workbooks
e approaches to contract variations
e service performance monitoring and incentives
e standardising key contracting elements

Questions and feedback

1 Context - Tender pricing workbooks

Tender pricing workbooks are tools, usually in spreadsheet form, that help PTAs
understand the pricing of PTOs' tenders. By standardising minimum requirements and
developing sector guidance for tender pricing workbooks nationally, we aim to:

e Improve transparency and promote consistent practices, and enable greater trust
among stakeholders
e support new approaches to pricing contract variations and bus indexation methods

e reduce risk and increase confidence that services are priced efficiently and
sustainably

What would you like NZTA and the sector reference group to consider when developing
minimum requirements and sector guidance for tender pricing?

Insert response here

b What specific challenges (if any) do you experience when pricing (in the case of PTOs) or
understanding submitted pricing (in the case of PTAs), and how could the new sector
guidance and minimum requirements help address this?

Insert response here

2 Context — Contract variation guidance

Bus service delivery contracts require changes and price variations because of factors such
as routine service level adjustments, significant network changes, discriminatory change in
law or major events such as natural disasters. By developing national guidance, we aim to
establish consistent terminology and standard approaches for pricing contract variations
and improve confidence that variations offer best value for money.

What would you like NZTA and the sector reference group to consider when developing
sector guidance for contract variations?

Insert response here

b What do you see as the main challenges and opportunities for achieving greater value for
money associated with contract variations?

Insert response here
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3 Context — Service performance monitoring and incentives

Monitoring the delivery of contracted bus services is important for ensuring good customer
service, providing investment assurance, and identifying issues to be addressed.
Monitoring also underpins adherence to contract terms and incentive frameworks within
many bus contracts, where financial abatements or bonuses are applied based on key
performance indicators.

Differing approaches to monitoring and incentives across the country can create avoidable
costs and risks for suppliers and funders. For example, some PTOs need to resource and
administer multiple different approaches and NZTA co-funds multiple contract monitoring
and management systems nationally. Differing approaches also mean service performance
data is not directly comparable across regions and operators. By working with sector
stakeholders to develop sector guidance, we aim to:

1. Ensure a primary focus on improving service performance and customer
experience.

2. Determine the extent to which approaches can be aligned nationally for the
purposes of:

e Enabling cost efficiencies and better contract pricing from the supplier market.

e Unlocking future potential for shared technology systems across PTAS,
reducing costs and avoiding duplicate NZTA investments.

e Promoting transparency and fair competition through comparable
performance metrics nationally.

Once finalised, it is intended that minimum requirements and guidance will apply to newly
contracted services thereafter, which means the sector would move towards a more
aligned approach over time.

a What would you like NZTA and the sector reference group to consider when developing
minimum requirements and sector guidance for service performance monitoring and
incentives?

Insert response here

b

What do you see as the general key roles and responsibilities of PTAs and PTOs
respectively in improving service performance?

Insert response here

b What specific challenges do you experience with respect to service monitoring and
incentives and how could sector guidance and minimum requirements help address this?

Insert response here

What do you consider to be key enablers for effective and efficient service delivery
monitoring by PTAs and PTOs?

Insert response here
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Do you have views on the below areas?
e Balancing KPI performance targets with a regime for seeking and granting relief.
e Collaborating to mitigate planned and unplanned service disruptions.

e Constraints in capturing comprehensive, high-quality data for performance
monitoring.

Insert response here

4 Context — Standardising key bus contracting elements

This work aims to standardise key bus contracting elements nationally. The supplier market
is local, national, and international. Standardising key contract terms can enhance market
participation by reducing costs and risks for suppliers. Greater standardisation can also
lead to cost efficiencies over the life of contracts. However, it is important to recognise
limits to standardisation:

e The nature of service delivery varies significantly between and within regions,
requiring contracts to be tailored accordingly.

e NZTA is not a party to contracts; responsibility lies with the contracting parties.

e Continuous improvement should be driven by sector practitioners and experience.
By working with stakeholders, we aim to:

e Standardise the basic structure of bus contracts nationally.

¢ Identify contracting elements where standardisation adds value and develop
guidance for national consistency.

e Make it easier for practitioners to share and leverage good practices and improve
contract terms over time.

Some standardised approaches may become a prerequisite for obtaining NZTA
procurement procedure approvals while others may serve as a guidance resource for
practitioners. Once finalised, the minimum requirements and guidance will apply to new
contracts.

a Based on experience to date, what do you see as key areas of bus contracts where greater
consistency nationally could add value?

Insert response here

b What would you like NZTA and the sector reference group to consider when developing
sector guidance for standardising key contracting elements?

Insert response here
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Part 3 — Sector action plan bus procurement

Context and questions

1 | Context — Vehicle procurement practices

We want to identify issues and opportunities to improve value for money from public
investment in buses and related assets such as batteries and charging infrastructure. Focus
areas will be determined through sector feedback and may include (but are not limited to) the
effectiveness of RUB, procurement approaches, maximising value over the asset life, asset
control approaches, risk apportionment, electrification, and broader issues like weight and
road wear. Initially, this work will take a broader view before narrowing down to areas that can
generate the greatest value.

The sector action plan will inform national policy and identify actions to be prioritised. The
action plan will be guided by industry experts and will be subject to sector consultation prior to
being finalised.

a | In order of priority, what do you see as the main challenges and opportunities for achieving
greater value for money from procurement and investment in vehicles and associated assets
such as batteries and chargers?

Insert response here

b | What would you like NZTA and the sector reference group to consider when developing a
sector action plan?

Insert response here

Any other feedback

c | Please provide any other feedback or questions relating to any content in this document

Insert response here

Next steps
Please send your feedback to public.transport@nzta.govt.nz by 28" March 2025.

Please remember to clearly indicate whether any elements of your feedback:
* should be anonymised
. is commercially sensitive or, if for some other reason, it should not be disclosed.

If you have any questions, please email andrew.wilson@nzta.govt.nz
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