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Foreword

Taking a long term view in investment planning will enable the Ministry of Education (MoE) to make
the best use of resources, position it well to respond to changes, provide transparency about shifts in
priorities and service delivery, and assist Ministers to make informed decisions across the education
sector and public service to support achieving outcomes. Collectively, this will help deliver on
government priorities and ultimately benefit all New Zealanders.

MoE welcomes the introduction of Long Term Investment Plans (LTIPs) to bring a longge-term and
more integrated focus to strategy and investment management in the public sector. Thi
Ministry's first LTIP and has been developed in an emerging Crown investment may
asset performance environment. 1t does not provide all the answers and raises o118
which will need to be considered over the coming year and addressed in the ngs

This document covers the period 20158/16 — 2024/25, and should be read in §
Strategic Intentions as published in its Four Year Plan 2015-2019 and the Mdt
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1. Executive Summary

1.1 Purpose of the LTIP

The Long Term Investment Plan (LTIP) outlines the investment required to support delivery of the
Ministry of Education's (MoE) strategy over the next 10 years (2015/16 to 2024/25). It identifies the
extent to which the strategic objectives can be funded from within forecast resources, 3 t'mmg
and amount of any additional capital and/or operating required. It also identifies oport ay
trade-offs to reduce the cost of the plan and/or fund from other sources.

MoE is classified as an "investment intensive agency” and is required to devels S part of
the first tranche. This is the first LTIP for MoE and is not expected to providef swers. There
are a number of opportunities for improvement that will need to be addresse Ext LTIP.

1.2 Structure of this Paper

structure, ICT and

The Ministry’s assets are managed in three separate pottfolios:
separate LTIP has been

Office Accommodation & Other. Due to the size of Education InfraStghic
developed and accompanies this paper. This paper is in five sedigns.

Section 1:  Ministry overview (all three partfolios).

Section 2: A separate L.TIP for Education Infrastructur ._,;,.' developed and accompanies
this paper.

Section 3: ICT LTIP.

Section 4:  Office Accommodation & Cther i

Section 5. Consolidated Financial Statemfagits [8three portfolios).

1.3 Strategic Overview

modation & Other assets provide the enabling conditions
early childhood & schooling, and tertlary Education

37D fre well managed, fit for purpose and high performing is key
to delivering our strategic intentidg§ apl our long term outcomes for the education system:

Education Infrastructure, iCT, Ofﬁc
for the Ministry to deliver on its stewd

tnd suppars In R -'P portfolio provides the buildings and facilities at over 2,080 state schools
and supports aggvem

The strategy for Education infrastructure recognises that there are significant issues impacting the
current condition of the school infrastructure portfolio that need to be addressed, including the
Christchurch earthquakes, weather-tightness defects and poor prior maintenance practice at some
schools. These Issues and the need to expand the portfolio fo meet role growth represent significant

investment drivers in the LTIP.




The strategy for the Ministry’s non-school assets aims to increase effectiveness and reduce costs by
upgrading, rationalising and integrating systems, reducing vehicle numbers and optimising the
property foatprint through co-location opportunities. The objective is to provide appropriate enabling
capability to the frontline service providers to support thelr dally activities as much as possible.

The Ministry’s digital strategy supports innovative learning and enables stakeholders to have the
information and data they need to make the best decisions for learners. In particular, it will enable:

¢ Better access to and use of data and information to support more evidence- based decision-
making.

e Access to digital learning opportunities to support 21st century practice in
learning. A

« More efficient administration of education.

1.4 The Ministry’s Asset Portfolio

The total value of assets managed by the Ministry totalled $12. 4 |II10 #0 June 2015, These

assets are managed separately in three portfolios:

s School Infrastructure Fillion (99%)

« ICT $ 59 million  (less than 1%)
» Office accommaodation, motor vehicles and 11 million {less than 1%)

MINISTRY O ION ASSETS

" Net Book Value before impairment.



1.4.1 School Infrastructure

The school infrastructure portfolio is managed by the Education Infrastructure Service (EIS) group. It
comprises around 2,080 schools, 7,700 hectares of land and 29,300 buildings primarily supporting the
delivery of school-level education. As at 30 June 2015 the book value of the school infrastructure
portfolic was $12.3 billion, with a replacement cost of $23.6 billion, making it one of the Crown’s
largest social asset portfolios.

The scope of the LTIP covers investment in the school infrastructure portfolio, which accounts for
approximately 85% of school-age education provision in New Zealand. it excludes inve
independent (i.e. private) schools, which are not owned or funded by the Crown. It
State-Integrated schools. These are non-Crown owned, although the Crown does
contributions to support the provision, maintenance and renewal of State-integ

1.4.2 icr

The Infrastructure Communications and Technology {ICT) portfolic is managed by the ICT group
within the corporate support area of the Ministry. ICT manages systems ﬂt slp schools and
providers, education agencies, and other sector groups to do their job ely and efficiently. The
group also manages a range of software systems and core infra including hardware,
desktops, faptops, mobile and other devices) which support thej

1.4.3 Office accommodation & other

pd Shared Services Manager, again
hdation covers 47 office properties
fit-outs, furniture and equipment is
fes is outsourced. The Ministry also owns

The third portfolio is managed jointly by the Property Man;
within the corporate support area of the Ministry. Office
and 17 other sites or leases. All properties are leaseq
owned by the Ministry. Management of the leases a
580 vehicles - fleet management is outsourced. 4

5 9(2){f)(iv) OIA

across the three

s 9(2)(f)(iv) OIA]

1.5 Forecast Investment and F(%

Cver the next 10 Years the Ministryrecast ital expenditurs totalling

portfolios as follows: ‘

e School Infrastructure
« |CT
« Office accommodatigf

2 This funding is excluded as the investment management rests with the schools' Boards of Trustees.

3
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1.7 Opportunities

1.7.1 Improving capital efficiency and value R,

Opportunities exist within the term of the LTIP to imy pital efficiency and value for money from

investment. These include:

+ Befter procurement — including better 8 Ministry purchasing power to negotiate national
and regional contracts; promation offlggieC8¥nd network bundling to enhance local leveal
economies of scale; improved vendgr my@agement to drive performance; greater
consideration of alternative g ellvery dBtigns, including public private partnerships, leasing and
alliancing. A

= Better planning — hoth in ter He quality of school level planning aimed at aptimising in-
school sclutions {o issuessgndfgramme and portfolio level planning aimed at prioritising
investments to maximis -( Ms and outcomes and supporting better procurement. ‘

« Better investment go 2 pce — through a fully mature portfolio management office, improved
reliability of forecagls, Dettdr business cases and robust decision making processes.

better utilisation of existing assets through demand and supply
deferral or avoidance of some new school or building projects.

« Cost avoidance
management 6‘

5 9(2)(g)(i) OIA

Biternative funding sources - including through more efficient and effective asset
gprocesses, successful claims against defective products and workmanship
butmg to Issues of weather-tightness, and the potential for increased private sector

5 S2)(f)(iv) OIA




1.7.2 Reducing the size of forecast capital spend
Opportunities considered in this LTIP to reduce the size of the forecast capital spend include:

» Reducing the size of the School Infrastructure portfolio. The Ministry is actively managing
down the School infrastructure portfolio by:

Rationalising surplus property at schools with excess capacity due to demographic

changes or population shifts.

—  Demolishing property where appropriate at the end of an asset’s lifecycle,
significant remediation or redevelopment work is not cost effective.

— Disposing of land and houses that are surplus to requirements.

« Maximising utilisation. The Ministry alms to maximise the proportion of scho
classroom utilisation greater than 75% and less than 105%. /

where

OIA, s 9(2)(9)(i) OIA

« Changing the delivery model. The _ es the impact of communities of learning, open
fearning spaces, digital learning ang table classrooms.

s Co-location of agencies in commodation.

1.8 Risks |5 902)(f )L

Key risks to the achievement of t

ts — capital requirements to meet roll growth depend on the accuracy of

population

s 9(2)(g)(i) OIAL

Price escalation - the LTIP is presented in real (2015 dollar) terms and does not take into
account price escalation.




+ [mpact outside the 10-year horizon - the bulk of school building stock dates from the 1950s
and 1960s. Significant maintenance requirements are likely to impact outside the 10-year
horizon of this LTIP.

« Co-location arrangements - in some locations the Ministry is the lead agency with other
agencies sharing premises. These airangements are dependent on the other agencies
contributing to the cost of the fit-out of the new premises as well as mesting their share of the
standard operating costs.

= Impact of changes in office accommodation - PMCok is undertaking a project that
incorporates 24 agencies, Including the Ministry of Education, that have office ¢ ggtation
leases in the Wellington Central Business District that expire between 20 ALY '
impact on MoE at this stage is unknown.

The ICT proje porti ucati igi i i d costed. It

management strategy to explore various means of prioritising and fu
programme.,

1.9-  Assumptions, Constraints and Dependencjes ¢
Key assumptions, constraints and dependencies underpinning tgiz

» Demand forecasts are materially accurate at the median l BT Statistics NZ projections
{growth in demand in Auckland is the most significap@source of uncertainty).

)(iv) Ol

ls 9(2)(F

it the extent and timing of delivery of projects.

mates are reliable.

(2)(F)(iv) OIA, s 9(2)(g)(i) OIA

The Ministry's new Chief Financial Officer has initiated a Finance Transformation Programme which
will lift the quality of financial management across the Ministry by investing in systems, processes,
capability and capacity. As part of this programme, a strategic finance team of five is being
established which will focus on the [ong-term financial management of the Ministry.



The strategic finance team’s first deliverables will be a:

1. Strategic Finance Plan; and

2. Comprehensive end-fo-end investment management framework.




2. Education Infrastructure

The detailed LTIP for Education Infrastructure is attached as a stand-alone document.

10



3. ICT

341 Summary
The Information and Communications Technology group (ICT) manages assets totalling $59.0m*
comprising:

o Software - $55.0m.
» Core infrastructure (hardware/desktops/laptops/mobile devicesletc) - $4.0m.

A summary of forecast capital expenditure and propos: ndin the next 1 s § l is
s 9(2)(f(iv) Ol

set out below (refer appendix 2 for detail):

Expected benefits include:

Reduced costs as a result of consolidation and ratichalisation of systems and infrastructure
{Cloud based or shared services).

¥ Net Book Value.
11




« Effective privacy and security practices which will ensure compliance with legislation as well
as enable the portability of identity information across security domains.

« Improved student outcomes and increased equity as a result of improved access to quality
data.

e More efficient systems and streamlined processes would allow faster changes, automation
and additional collection of data with little to no additional administrative burden on end users
and marginal costs to the Ministry.

+ Information flows seamlessly from education provider systems, improving time and
reducing data management and administrative burden for providers and agen e 4

s 9(2)(f)(iv) OIA

As part of the overall strategic financial planning procass, the Ministry is
preparing an ment management strategy to explore various means of prioritising and funding the
capital work programmnie..

s 9(2)(f)(iv) OIA
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3.2 ICT Group

The Information Technology (ICT) group assists the Ministry (and the education sector) to plan,
deliver, support, use, and maintain a range of ICT systems. ICT provides the organisation with the
technology and infrastructure needed for everyday wark. ICT offers teams across the Minisiry expert
ICT advice on risk assessment, analysis, profect and programme delivery, and support for project
governance. ICT also manages systems that help schools and providers, education agencies, and
other sector groups to do their jobs effectively and efficiently.

infrastructure and office productivity items, ICT manages in excess of 150 applicdt
websites that range from core corporate and line of business applications o ey
systems whose functions are used across the education sector.

The Ministry has an incident management process that has determined a nu Hers for both
Sites and Applications that reflect the urgency that should be applied when resolv ng incidents. This
includes guidance on what priority and levels of service are specified gi v g tier and impact of the

evernt.

For ICT, there are a number of challenges faced when plannmg eii &rihg services and systems,

from:

« Rapidly changing technology — the pace of change ofgechno gy is such that any solutions will
need to be designed to be able to take advantage ofdmprovements/changes to technology.

Wity — there is a wide range of

technology and skills in the education sectg Bservices and technologies are provided

will need to cater for any level of user,
+ Establishing effective governance proces

+ The levels of security and privacy that §
offering the applications and serviceg

« Establishing the various means oFRig

As part of the ongoing work with Tré3Rry on the Investor Confidence Rating, Long Term Investment
Plan, Asset Management Maturity a

3.3  Digital Strategy

The Education System Dijg
enabled education syste

Strategy has be g
instrument to guih

fegy was developed as a response to the vision for a digitally

w Zealand (refer appendix 1). The Education System Digital

i 1 principle by the Chief Executives of the education agencies as the
stment over the upcoming vears/next four years. The sirategy aligns with

across education sector agencies and the education system, to ensure alignment to the strategy and
prevent duplication of effort or expenditure not consistent with the strategy.

13




34 ICT Investment Plan

The Ministry currently has a fragmented systems environment with many applications which are not
integrated, systems of varying ages and levels of support and a declining knowledge base. The ICT
investment plan will address these issues and consider options to move to more hosted offerings to
capture advantages of scalability, cost and resilience. The plan is also designed to support the
Education System Digital Strategy. Use will be made of digital technologies to improve the reach of
services and the quality of the user experience.

The Ministry also aims to increase the integration and automation of internal systems sdgh2 ince
and procurement to more effectively support the core functions of the Ministry whil )
guality of service and reducing the cost of delivery. '

The ICT investment plan consists of five portfolios:

» Modern and Responsive Learning Environments Portfolio - The edud
wrOve and support
education and learning outcomes. The emphasis will be on resources and tools that support
teachers and learners, underpinned by a strong evidence base w- m assessment,

teaching and learning practice. The intent of this target state is #gpglire that the learner is
central to the overall strategic vision. The initiatives all gl

« Efficient Administration of the Education System Portfoli
improve the efficiency and effectiveness of educationg
aim to more effectively support the delivery of educgsy
administrative workload faced by education proviggss o
This includes smarter shared services opti @ indy
sharing of data and information.

» Engaged Productive Workforce Portfolio - T}
by shared and common services for regighgh ecruitment, remuneration, and professional
development and learning. Integrated gt ¥ Information collection will enable improved
workforce management at the providag, c3ggmunity of schools, regional and national levels.

¢ Effective Corporate and Common. gy i B Portfolio - There will be a common infrastructure
and a range of shared serviggs to supBt education providers, regional and national support,
and education sector agendid his environment will be underpinned by a standards-based

approach to security, privac gentity and access management.

s Core Infrastructure — Copé® licture consists of end user devices {Desktop PC’s, Laptops,
Tablets etc.), network swig¢hingy and other components, servers and storage components, and
office productivity tecpt “such as videe conferencing, Wi-Fi and integrated collaborative

5 9(2)(f(iv) Ol MeoSa0g. meetingeNalE Jriephany.

3.5.1 Ay wdifn Resourcing System

The current 1pdling system (the Education Management information Systern, EDUMIS) is obsolete
and ongoing Support may not be possible as the skills required are no longer being taught, in addition
to the system using obsolete hardware and software components.

The Education Resourcing System (ERS) Programme will provide a new resourcing service,
underpinned by a flexible, fit-for-purpose, ICT platform that is capable of delivering resourcing to Early
Childhood Education, schooling and (potentially) tertiary sectors that allows the Ministry to become a
better informed steward of the New Zealand education system.

14



s 9(2)(f(iv) OIA

The intended lifecycle of any solutiofrwill be in excess of 10 vears. The indicative costs of the ERS
programme are These eslimates have been

based on the figures received from RO responses from vendors and market research.

Three high-level benefits for the programme were identified though an Invesiment Logic Mapping
(ILM} process; these are:

¢ Reduced costs of compﬁance and change.

« Befter investment decisions.

¢ Quicker implementation and effect of policy change.

These benefits remain at the core of the ERS Programme's underpinning rationa S
specific impacts on the warkforce have yet to be determined. The proposed by
automation of some processes which should alleviate the workarounds and g
currently required.

The programme is currently in its definition/procurement stage with business case approval and RFP
#3he, programme has phased

planned for early 2016. Given the size and complexity of the deiiverabi
detliveries with the first planned for early 2017 and progressing to 2019.

The current key risks for the ERS programme centre on the ability3
processes are overly complex, and the availability when neededig g resources of various

disciplines.

3.5.2 Education Sector Identity and Accoess Manag

The Ministry in collaboration with education sector figy
and Access Management (IAM) service for the educg
Government Chief Information Office, require the M

« Enhanced user expetience &

« A connected sector.

s 9(2)(f)(iv) OIA 15
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3.5.3 Integrated Education Data (iEd) and the Learner Dashboard (L

The purpose of this initiative is to improve access to data and information for igA-making by
strengthening the education system’s data infrastructure and better positioning education to play its

crucial role in the social sector investment work programme. With bettenfd GP we will have the power
to intervene early and more effectively across the state sector.

Our analysts will be able to focus on the higher-value added tasks 88gnal(s, evaluation and
dissemination, rather than collation, processing and quality 633% $'e will be able to introduce
tailored data products specifically for monitoring programmes, identiR##g children at risk of not
achieving, data sharing with other agencies, and reporting ta¥he public about the performance of the

education system, at significantly lower cost. These will eggb er targeting of education resources
By creating a one-stop-shop portal for parents and fghénk #t gives access to a variety of high
quality, authoritative information about New Zealandgs pls, early learning centres and the learners
that journey through them, this initiative will asssst p icy njakers, schools, teachers and boards in
supporting evidence based practices.

Initially the project will deliver data about Schgpl Learners {the Learner Dashboard) for a parent
audience and increase our ability to providg,dat®#g intemal users of Schools and Learner information

by building on the Schools Businesg,Data s 9(2)(F)(iv) OIA

5 9(2)a)) O 16




3.54 FMIS Replacement

The Finance group within the Ministry is tasked with supporting the Ministry’s objectives by providing
financtal information that is timely, relevant, accurate and up to date in order to support good decision
making. It also seeks to align financial management systems, practices and processes to support the
Ministry in delivering its strategic outcomes.

These services are underpinned by the Ministry’s Financial Management Information System (FMIS)

which is currently Oracle financials. The FMIS Replacement project will replace the existing expensive
financial systems suite with a single integrated financial system. Potential also exists fi
the FMIS as shared systems and services across the education agencies.

The key benefits of the FMIS replacement are:

« Reduced financial risk through elimination of fragmented systems a il

v Bupporting
spreadsheets with high potential for error

» More efficient processes

» Fit for purpose financial information

IS H2)(f}(iv) O1A A system on which wider service provision to education agery d be based and,

stage with a vendor selection expected in December 2015. f
July 2016. <

The key risks of the project are driven around the I8 fletable and whether the interfaces can
be built, or workarounds put in place, in time fora 1 § Go-live. A further major risk is

___ adeguate resource availability for the project.
s 9(2)(g)(i) OIA
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5 9(2)(g)(i) OIA

3.5.6 School Transport Resourcing Administration System (STRAS)

To ensure equity of access to State education the Ministry of Education pro rces o assist
students to get to thelr nearest public school. The School Transport Resour Administration
System (STRAS), manages payments to school transport providers (Careglvers and Ministry

contracted operators) to assist eligible students to fravel to school. ;

STRAS is used to calculate and manage $175m of student transort pa #5 at the Ministry of
Education. Over 170,000 payment transactions are managed ariglly To%8,000 transport providers
and caregivers who provide services for 105,000 students. Sch yport will remain a core

capability for the Ministry in the foreseeable future.

STRAS was developed in 2001 and the technology platform
support. Due to the nature of the code base STRAS is upable¥®gbe simply migrated to an upgraded
environment without significant investment. The plgtforr ETRAS resides on is unreliable and
there is an urgent need to replace it. '

eplacement project is the replacement of

The School Transport Resourcing Administration Sy? ")
unctionality that is hosted on modem

the current STRAS system with a system of eq
suppoarted infrastructure. '

The projects objectives and benefits are:

e ma to school transport providers of Ministry funded
ools who are directly resourced for providing transport

» Accurate and timely payme
school transport services ang
services.

= The solution is technlca!l o_i & and in-line with current and target state Ministry architecture

and siandards.
« The desigh of the i gaduces current administration overhead. _
audit and security concerns and current functional shortcomings.

The project is in its final implementation stages

The main r A6 are around delays requiring retention of contract staff and hence extra costs
and mea/\mf:iab ofgresources if delays are encountered

JH)(iv) QIATY
3.5.7 T gtCIton Cloud (EduCloud)

5 9(2)

As stated in the Ministry's 4
18



Year Plan (2015-2019), this project will support and also contribute to “more efficient administration of
education” in line with the Ministry's ICT strategy. The project will also include the physical upgrade to

Windows 10.

The project is expected to deliver the following behefits:

3.6

3.6.1

s 9(2)(F)(iv) OIA

On-demand self-service — reduces the manual effort in creating new services,

Versatile network access - capabitities are available over the network and can be accessed
via whatever platform the business needs (e.g., mobile phones, tablets, laptopg,and
workstations}). :

Consumption based charges - pay for what you use rather than an owning asset.

Rapid Elasticity — the service can be expanded or contracted as reqy g only using what
is required when it is required. y

Measured Service — reporting on the lavel of the service consumed within equired quality
ra ng e. T

High availability and performance — services available 24/7. _

Risks and Const_raints

Risks

1 Price increases - in accorgarh Treasury | All significant purchases will be through all of
requirements, the LTI sehted in real government contracts.
{2015 dollar) terms an
account price ascal

19
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3.6.2 Assumptions, Constraints and Dependencies

The following key assumptions, constraints and dependencies underpin (i L TIP:

= Capital is available. The Ministry will need to significantly scale
delivery capacity in order to cater for this magnitude of Wil

+ Sufficlent capability and capacity Is available within the
projects and programmes in the LTIP,

¢ The Market has the capability/capacity/products to
programmes in the LTIP.

' re reliable. Different programmes carry

¢ Project and programme caost and timing estig
' erefore the reliability of forecasts making

different assumptions, risks and uncertainti

» The plan is based on curren} informatRefand assumptions and is subject to continuous
monitoring and updates. In ice, forecasts are reviewed and updated on a monthly basis,

S 9(2)(f)(|V_)OIA|~ although material changes t ceur less frequently.

technologies prosigle tMmeans to adapt the education system to fit the learner's needs, collapsing
traditional boungdrieg to create an integrated, seamless system characterised by:

o £Perfonalised, self-directed, authentic learning available o all, with students’ data and records
BTG travelling with them.

. for all students to develop higher-order competencies, including digital literacy,

complex problem-salving, collaboration and team-work.

s Strong, active learning relationships between learning providers, students, educators, parents,
whénau, communities and business.

¢« Common tocls and platforms providing access to secure, accurate, up-to-date information that
is easy for users to find.

20



e Effective stewardship of the system led in collaboration with sector representative groups and
central agencies.

« Targeted investments to upgrade system Infrastruciure as new advances in technologies
provide opportunities for innovation and improvement.

3.7.2 Quantitative Measures

Asset performance is monitored monthly using five key measures of system availability:

Critical Applications 99.75%

Important Applications 99.75%

Other Applications 99.75%

Locations 99.75%

Voice and Data 99.75%
3.8 Governance

3.8.1 ICT Governance St_ructure

The Ministry has a mature Governance structure in place forf& ICT programmes and operations.
Governance levels range from support services and projectB8grds to senior management. This is
illustrated in the ICT Governance Framework shown be[

3.8.2 ICT Governance Board (ICTGB)

The ICT Governance Board (ICTGB) is the body that the Chief Executive has given the authority to
recommend the strategic direction of the Ministry's investment in information systems and technology.
In addition there are Portfolio, Programme and Project boards to govern the various streams of work

across the Ministry.

21




ICTGB is responsible for evaluating directing and monitoring ICT operations, policies, assets and
services owned and operated by the Ministry or utilised by the Ministry in supporting its internal
operations and delivering its services, including the delivery of ICT services via All of Govemnment or
other providers

The Board is delegated the authorify by the Chief Executive (CE) to:

1. Recommend the strategic direction for the Ministry’s investment in information systems and
technology, through the ICT Strategy.

2. Recommend the ICT Investment Plan to the Ministry Board as part of the annu
cycle taking into account investments necessary to ensure maintenance ofthat
defivery which is dependent on ICT systems, whether owned and operatefH
delivered through a service provider and ensure that their investments g ’ |n relevant
Group business plans. 4

3. Approve Mandates/Project Briefs, Business Cases, Fund Releases ' ition Reports for
projects and programmes in the approved |CT Investment Plan.

4. Review and approve significant “Go Live” readiness decisions, wils
Deputy Secretary providing a briefing and recommendation to 1ﬁ
off all operational requirements, stakeholders and all ch nge Jeod

5. Ensure key policies and appropriate commercial arrangem® #in place for the operation
and delivery of ICT, and where necessary, direct their p and implementation, within
the Ministry.

6. Monitor the progress of projects, in particular achie@ of milestones, risk management

and delivery of benefits,

3.8.3 Risk and Assurance

Risk and Assurance provides the Secretary for Edu

All projects create and maintain their g
the *lines of defence” that ensures thjf,
complexity of, and risks associatg@mitd:
collaborative one, and is undeylaRgn

Warious sources for assurance are proportionate fo the
1e project. The development of the Assurance Planis a
h the internal assurance functions.

3.84

Finance supports ICT b ing financial management, accountability and reporting within the
Ministry and to gxterng taljeholders. This includes managing significant central purchase contracts
advice and suppor® ) "the bills, managing the annual education budget process and internal and

external financig

3.8.5 Enterprise Portfolio Management Office (EPMO)

The Enterprise Portfolio Management Office supparts the Ministry to deliver the right projects and
programmes to achieve its strategic priotities and targets within the agreed timeframes and cost.

The EPMO acts as a central point of control and oversight for Ministry programmes, projects,
initiatives and governance. As well as capturing activity and ensuring projects and programmes are
co-ordinated and prioritised, the EPMO provides advice, training, and best practice tools.
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3.8.6 Policy

The Education System Policy (ESP) group in the Ministry provides policy advice to Ministers on early
childhood education, schooling, and Miéori education. They have a focus on providing policy advice
on the sducation system's performance and longer term strategic issues.

ICT Strategy, Planning, and Architecture (SPA) work with these groups to ensure clear alignment and
connection between policy, business strategy, ICT strategy, and [CT architecture.
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4. Office Accommodation & Other

4.1 Summary
The Office Accommodation & Other portfolio covers three areas:

1. Accommodation - 47 office properties and 17 other sites or leases. All properties are leased
hut office fit-outs, furniture and equipment is owned by the Ministry. Managems
and facilities is outsourced.

2. Vehicles — 580 vehicles are owned by the Ministry. Fleet management is 4
vehicles are scheduled for replacement after 4 years or 100,000km.

3. Other— purchase of small items such as office equiprhent, furniture g

A summary of forecast capital expenditure and proposed funding over the s to 2024/25 is
set out below:

s 9(2)()) OIA
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ls 9(2)(F)(iv) OIA

4.2 Accommodation @

4.2.1 Overview

The office network currenfffagai®ged by the Ministry comprises 64 sites as follows:

Internl nage the leases and faciliies of the office network. ICT equipment is managed
separately D%He Information Technology Group. As leases have expired the Ministry has taken the
opportunity to:

» Consider co-focation options with other government agencies, such as in Rotorua with Inland
Revenue {IR), and in Gisborhe with IR and Department of Internal Affairs (DIAY, and

= Re-plan and refurbish each site to provide open plan and flexible spaces.

In many cases offices or faciiities for specialist services such as speech clinics located on school sites
(either within underutilised school facilities or within prefabricated type buildings) are sub-optimal and
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may require significant reinvestment. Almost 90% of the offices are for special education services and
need to be easily accessible and family friendly. The balance of sites are leased for storage or car
parking and have evolved over time. The on-going need for these spaces will be reviewed.

The main assets on Ministry properties are internal fit-outs, furniture, equipment and information
technology {including telephony). Accommaodation capital expenditure is planned based on iease
expiry, condition of premises, business requirements and other Government agency plans. The
replacement cycle is built into the Ministry ten year capital plan and property operational plan. A
detailed log is maintained of alt maintenance issues for each site and this is used to a he
condition of premises. An annual maintenance programme budget is approved for offico
accommaodation.

A key challenge for the Ministry will be the funding of ieasehold property proje

4,2.2 Property Strategy

015 anid approved by the Leadership

A property strategy for office accommodation was updated ing
t's vision for its office accommodation

Team on 25 August 2015. The strategy aligns with Governy
and public interface portfolio: -

“A government property portfolio that Is red ;
leveraging property &s & toof fo stupport org al culfure and assist in the delivery of

services”.

The Ministry's property strategy also aligns with#

88t to update the Operational Property Plan by reviewing each site as
8 The requirements for each site will be tested against the planning

other’agencies.

As part of this process the Ministry will also determine whether additional geographical coverage is
needed compared to those locations where territorial authorities are represented. As part of this

analysis we will consider:
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*  Which locations can be serviced from nearby locations where the Ministry already has a

presence e.9. moving some staff to special education offices such as Invercargill, New
Plymouth and Tauranga;

» Where we can work from a school or with a partner/another agency to provide appropriate
coverage;

« Facilities that our communities would find useful within our premises;

» location of regional hubs; and

»  Opportunities to create "education hubs” where we are co-located with other ed

agencies. )
This LTIP is based on the existing Operational Property Plan but changes will need & Ede over
time based on the review process. Changes to the portfolio will be funded fropf® Alinistry's

capital building replacement programme.

4.2.3 Forecast Spend and Major Profects

Bowen Street

The Ministry of Education currently teases in excess of 22,000m2 iellington office space in four

buitdings. The new Wellington location will reduce the total s@ace leased to 17,000m? within two
buildings. :

Cabinet approved this building consolidation in Noy
Business Case Wellington Accommodation Strategy 4
of Excellence (PMCoE). '

of working for the Ministry. [t will be fully open
aff, along with areas for collaboration both
There Is a significant cultural change for the

i It is supported by the new Ministry vision and

The new building is designed to provide a differgf
plan, with activity based work settings availahlé

Ministry and will be driven by the Chief ExeCaiye
behaviours which have recently be¢Mgeated.

The project is on track to be complet§ January 2016 and within a total budget of $23m. Of this,
$19.8m will be spent in 10 year LH #ing horizon.

Christchurch
Following the Canterbury eat s in 2010 and 2011 the Government working with the

Christchurch Central Recfve thority made a decision to restore confidence to the CBD by
rnment offices into the city centre. As a consequence, twenty
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Mount Eden
The lease for the main office in Auc iean{l expires in 2021 and capital has been allocated to either

totally refurbish the premises or re-locate to another site. The timing of the refurbishment is based on
the existing fitout and furnilure being at the end of its useful life. The forecast includes a full fitout of
the office, replacement of furniture and upgrade of Information Technology and devices.

Approximately two years prior to the lease expiry a business case will be prepared that will review the
business requirements and standard of the building to make a recommendation o progeed or not with
this project or renew the lease for a further term. .

Wellington Accommodatian Project phase 2 (WAP 2)

PMCoE are undertaking a project that incorporates 24 agencies, including th of Education,
that have office accommodation leases in the Wellington Central Business Dis expire between
2016 and 2019. A business case was agreed by Cabinet in xxxxx and P, E are co-ordinating a

Proposed Funding |$ 9(2)(1)0 :

4.2.4

425 Options
Options to reduce the level of fture required for Office Accommodation include:

Co-location - the jfgtry®hill continue to work closely with the Property Management Centre -
b-location opportunities with other agencies including the Education

|II rgmove the percelved ownershlp of each office to ensure all locations and prem|ses
fable for all Ministry staff to work as and when required.
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4.3 Motor Vehicles

4.3.1 Overview

The Ministry owns a fleet of 580 vehicles that are all pooled and located throughout New Zealand.
Fleet management is outsourced to Fleetwise which provides a booking system, vehicle flest
administration and management, regular reporting and advice on optimal fleet management and
utilisation. Motor vehicles are managed in line with the Ministry maotor vehicle policy to ensure they are
used fairly, effectively and efficiently and that their use contributes to the delivery of theQ
education outcomes.

Motor vehicles are replaced in line with the vehicle policy, either when in use for "3" n ¥ur years

or 100,000km, whichever comes first.

4.3.2 Vehicle Replacement Strategy

A review of the motor vehicle fleet was undertaken in the 2014/15 year. The review noted that with
careful management, the number of vehicles could be significantly red @r’ ~ s planned to reduce the
number of vehicles by 10% to 540 as part of phased 2-3 year replac amme.

Is 9(2)(f)(iv) OIA

Forecast Spend and Proposed Funding

4.3.3

4.3.4 Options to reduce the size of capital spg
Opportunities currently being considered to reducg, t¥ of the forecast capital spend include:
+ Rationalising the Motor Vehicle flest.

s |easing vehicles,

+ [ncreased use of Taxis.

Decisions will be reflecied in the nex{/ of the LTIP,

4.4 Other

4.4.1 Overview

Jdget held for the purchase of office equipment, furniture and fittings
ects that may arise during the year. This enables decisions to be made
equiring an amended capital plan,

There is a small unspecifi
and small accommo g
on small purchaSég wil

) Ind and Proposed Funding

s 9(2)(f)(iv) OIA
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4.5 Risks and Constraints

4.5.1 Risks

1 Prige increases - in accordance with Treasury | All significant purchases will be through all of
requirements, the LTIP is presented in real government contracts.
(2015 dollar) terms and does not take into

: account price escalation.
s 9(2)(g)(i) OIA_ |
2
3 Site Availability — meeting business needs All large property projects will go through GETs to
(particularly in the regions) depends on the identify properties, @rmost of the
availability of sites. implementation (fi rced through all-of-
government co inistry supply contracts
4  PMCoE decisfons {particularly WAP2) may Regular cay ) n with PMCoE.

impact MoE Plans.

5 Changing demands — business requirements
might change requiring changes in ieased
accommodation

s 9(2)(g)(i) OIA—

Co-location arrangements - are de Set ciear expectations at the start of the project.
the other agencies contributing to
the fit-out of the new premige

meeting their share of the sER&

costs.

PMCoE to set agreed funding model.

cost and timing estimates are reliable. Different programmes carry
differenpg:s s, risks and uncertainties and therefore the reliability of forecasts making
up the plaryy between programmes. Generally, the forecasts in the short-term will be

' those in the medium io longer term.

industry constraints do not limit the extent and timing of delivery of projects.
Available.

grificant changes in Government priority or policy over the term of the LTIP
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4.6 Asset Performance

4.6.1 Accommodation
Asset performance is monitored in the Quarterly Property Report using four key measures:

17.7 9.2

Square metres per person
Square metres per work station 16 16.7
Cost per square mefre $336 $346
Cost per person (rent) $5,935 $6,668

¥ The statistics are provided by the Property Management Cenire of Expertise (PMCoE) asf:

Progress is also tracked against the following targets:

Towns and Cities
Offices
Commercial buildings
School sites

Leased space (square metres)

Wellington accommodation 16,600
Regional accommodation 34,700
51,300
Apnual rent 201618 ($millions)
Wellington accommodation 7.1
Regional accommodation 9.7
5 9(2)(H)(iv) OIA 1604
5 ( )( )(IV) A’ Vacant space Nt Nil

Co-locations with oth neiEs (3)

Greymouth (IR}
Hawera (MSD)

Greymouth (IR}
Hawera (MSD}
Rotorua (IR) .
Gisborne (DIA, IR
& MSD)

Rotorua {IR)

» Reduced cost
« Consolidated presence through co-location £

Mt Wellington reflects the consolidation of staff info 33 Bowen and the Justice Centre,

s 9(2)(f)(iv) OIA




4.6.2 Motor Vehicles
Asset performance is monitored by:
+ Cost per km
+ Crashsfinjuries
» Age/mileage of fleet
Investment in Motor Vehicles aims to realise the following benefits:
«  Supporting delivery of services
+ Increased safety of newer motor vehicles

¢ Reduced maintenance and therefore whole-of-life costs

4.7 Governance

of the portfolio: ICTGB
idehed to cover all asset
or vehicles).

in the past there have been two Governance Boards covering separate
and Property & Other. In recent months the mandate of ICTGB has been
classes other than school property (i.e. ICT, Ministry accommodagio

Xllocation of current year
J’GB meets months to consider
s against the capital plan.

Key functions of the ICTGB include; consideration of proposed Igjjiative
funding, approval of the capital plan and monitoring of projects. TiR
project delivery, spend, achievement of milestones and progrg

Approval of the Capital Plan {excluding School Proberty) a yearly basis and is reviewed and

updated quarterly.
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2. The School Infrastructure Long Term Investment Plan

2.1 Introduction

The Long Term Investment Plan {LTIP) for school infrastructure sets out the plan to invest around $7.5
billion over the next 10 years (2015/16 to 2024/25) in accordance with the requirements and intentions
established via legislation, Government policies and strategic priorities.

The |.TIP describes a 10-year investment portfolio aimed at:

= Creating new capacity fo meet significantly changing demand, including throuyéga,

he adgyisition of
land and the construction of new schools and buildings. :

* Managing normal lifecycle capital maintenance and renewal of existing ._;‘; $1in the school

infrastructure asset portfolio.

» Addressing in-service assets in poor condition due to specific issues and eVEHE including feaky
buitdings and the effects of the Christchurch earthquakes, along with ggher examples of poor
condition due to inadequate past maintenance.

+ Progressive improvements to the functionality of the school i portfolio to
Yhaces standards as part of

providing Innovative learning environments {ILE).

Phenefit from connection to
ere required, by providing
Wion success as Maori and for leamers
Mwithin mainstream schooling.

» Further improvements to functionality ensuring schools agg
ultra-fast broadband and are earthquake resilient. Also, a8
environments supporting Maori to enjoy and achieve gg
with special needs to enable them to participatg andfag!

The LTIP also describes the pregramme of disinves
surpius buildings.

ired including in order to remove

211 Scope

hol infrastructure portfolio, which accounts for
gsion in New Zealand.

The scope of the LTIP covers investment ip te
approximately 84% of school-age educatio

This first version of the LTIP excludegs® Rgstment in the following non Crown-owned providers:

* Independent (i.e. private) schogy
+ Partnership schools, and

¢ State-integrated schools

21.2 Schogl Infrggfru re

The school infrastr ®, portfolio comprises around 2,080 schools, 7,700 hectares of land and 29,300
buildings prima rting the delivery of schoolevel education. As at 30 June 2015 the book
value of tha schiegliglrastructure portfolio was $11.6 billion, with a replacement cost of $23.6 billion,
makinggt of the Crown's largest social asset portfolios.

" The Ministry contributes arcund $60 million per annum to support capital maintenance and
expansion of state-integrated schools. Appropriate use of these funds is controlled through schools’
Integration Agresments. The Ministry has recently initiated assurance activities to check schools are
complying with these agreements.

3
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2.1.3 Education Infrastructure Services

The organising framework for the Education system is based on the four categories of parents,
performance, the profession and platform. Platform incorporates all aspects of education infrastructure
needed to support education delivery — including the provision of land, buildings, school ICT
infrastructure and network services, school transport assistance and schools' payroll services. Within
the Ministry these services are provided by the Education Infrastructure Service (EIS),

The Ministry is focussed on moving to an integrated system approach for all educationggyestments in
support of better educational outcomes. EIS must ensure that school infrastructure and ¥ AL

investments are clearly aligned with student achievement.

[

EIS is responsible for:
+ efficient and effective investment management,
¢ stewardship of the school infrastructure portfolio,

» good practice asset management, including providing enabling serviggg to schools, and

&)

» ensuring efficient and timely divestment of surplus and end-of-life a
Capital investment is broadly grouped into three categories:
+ expanding capacity to meet increased demand through delivig

+ improving existing capacity via Ministry-led factical investgient to prove the condition and fithess
for purpose of prioritised schools and buildings under thglChristchurch schools’ renewal, defective
(leaky) buildings, and redevelopment investment progga 25,

The majority of the school-fed investment is delivere oy Five-Year Agreement (bYA) funding
allocated to schools to progressively maintain and reR i
guidelines to ensure high priority property iss, ddressed.
Asset divestment includes:

» replacement as part of capital W8

apability and maturity of school infrastructure services
Hetail in Section 2.9,
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2.2

Strategic Context

The Ministry’s Four Year Plan notes the school infrastructure portfolio is a key enabler of the
education system and of the Ministry’s strategic intentions. The Ministry also strives to ensure that the
portfolio and associated investment programme meets the current Government's priorities and policy
settings.

The following is a jist of significant drivers, constraints and other factors associated with this strategic

context that strongly influence the LTIP or are emerging and may influence future updaf

The Ministry is required under the Education Act 1989 to provide access to ed cat:oh;CJs
mostly achieved by supplying and maintaining facilities nearby to student derpgd.

The Ministry responds fo changes in demand by allocating resources linket e Blcrmment's
teachet/pupil ratio poficy. Generally, the Ministry strives to manage capaf y within
folerance of these ratios. '

internal migration. At a local level they are also driven by the Governf
Choice, which resuilts in higher requirements for investment and disimg
otherwise be required. b,

The Government has made a range of commitments that reQire sRfficant levels of investment
over the next 10 years. These include:

> rebuilding Christchurch (Govemment priority)

> Investing in areas of growth, particularly in

¥ investing in schools with significant in fra

Other Government objectives, notably In refgi W delivering better public services to improve
educational outcomes, result in differentj#igd Ryestments to meet differernt user needs, which in

the examples of kura and special eduggiion @dfive higher volumes and unit costs of investment.
[n pursuit of better educational omes, the Ministry is seeking to progressively modernise
teaching facilities in line with Inng®¥s earning Environment (ILE} guidelines

S#ftent Management and Asset Performance sets out a series
juding improving its capability and maturity across the

rostaplished in the Government's Eight Point Plan to transform school

Further expectations a8
@ major driver behind the broadening and strengthening of services

property services, whi
offered by the Mirjl

The Ministry SRglsc®a8flely engaged in treaty settlement redress over school land with iwi, in
accorda

requiremts, including the management of asbestos and other hazardous substances.

The Ministry’s School Property Strategy 2011-2021 requires schools to be fit for purpose and for
the school infrastructure portfolio to be high-performing and well managed. This is consistent with
the various objectives and policy settings referred to above. It also recognises there are sighificant
issues that have impacted the current condition of the school infrastructure portfolio, including the
Christchurch earthquakes, weather-tightness defects and poor prior maintenance practice at some
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schools. These represent significant investment drivers in the LTIP to ensure schools are fit for
purpose,

o The Ministry is monitoring the emergence of alternative means of delivering education through ICT
and through innovations to improve asset utilisation, such as “double-bunking”. Such innovations
may have longer term impiications for the level of Investmierit required to maintain and renew the
school property portfolio. For the duration of this LTIP these alternatives are assumed not to apply.

« The Government has committed to fnvesting in Education Success, which seeks, amongst other
s 9(2)(f) ('V)Olw to foster greater collaboration between schools by establishing Communitie¥8Ekearning

The scale of the Ministry's LTIP means it supports the Government’s prio
competitive and productive economy through national job creation, with
representing about one-third of all Government Electronic Tenders Serv.

L ]

The following table elaborates o 2
policies and strategies. It alsoprovides further detail about theiryglevakge to school infrastructure

investment, as described in this LTIP.

s 9(2)(f)(iv) OIA, s 9(2)(g)(7) OIA

Legislation: Building Act 2004 _ et includes base standards for design and construction of

. - Rauildihgs, requirements for seismic strength, and requirements
Prescribes minimum standards f o ) .
building owners to meat r maintenance of various safety systems. The Ministry needs
meet the minimum standards set out by the Act. In some
cases, the Ministry elects to exceed the legislative standards in
order to bettér meet the requirements of education provision.
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Strategic Context Relevance to the LTIP

Treaty of Waitangi The Ministry contributes fo this by working with the Office of
Treaty Settlements and iwi to develop Treaty settlement redress
over school land. The types of redress generaily available are
sale and lease-back or deferred sale and lease-back in relation
to operational school sites, and the right of first refusal
mechanism which covers surplus Crown land. Tpe Mlmstry has
leased increasing numbers of school sites as a rég

The Government has made it a
priority to settle historical Treaty of
Waitangi claims.

contribution may eventuafly result in the sajéégnd . -back of
up to 20% of the state school land portfolio. '

s 9(2)(P)(iv) OIA, s 9(2)(a)(i) OIA

Government Priorities: Building
a more competitive and

productive economy L rogramme (SNUP), ‘
Helping businesses invest, grow { In Mgition, the Ministry plays an important role in national and
and create jobs job creation through its extensive capital works
rogramme. For example, school infrastructure projects (run by
e Ministry and school Boards of Trustees) represent around

one-third of all New Zealand Government Electronic Tenders
Service (GETS) activity, i.e. around 1,000 GETS opportunities
.- advertised every year.
.

2 This value includes the new schoal equivalent cost of two schools cusrently being considered as potential public private
partnerships (PPPs). Where schools are precured as PPPs the funding profile shifts from predominantly up-front capital
injection, te a mix of capital and operating funding over the term of the contract.

7
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Strategic Context Relevance to the LTIP

Government Priotities: This priority includes specific focus on lifting the educational
Delivering Better Public Services performance of priority learnars. A number of strategic
frameworks have been put in place, 1.e. Ka Hikitea (for Maorf),

Rﬁ‘ghﬁ?ig ér-w;?s?dt??v'th the Pasifika Strategy, and Success for All {which seeks for ait
IF\)J CpE Adlevel 2 ors:aqui\.?alent ' schools to demonstrate inclusive practice for learners with

special needs).

qualification

Government Objectives: Eight- The Eight-Point Plan j
Point Plan to transform school
property services

Following a review of school
property management in 2013, the 1t also annourk
Government made a commitment
to transform school property

services . hools with access to better services including

Fanagement (4)
% support to schools for major property works (5)

ctter procurement to enable faster delivery (6)

ghroviding schools with incentives to collaborate and develop
innovative approaches to property developments (7}, and

Q providing greater transparency about the costs and
condition of school property (8).

The Eight-Point Plan has been instrumental in driving the
direction of infrastructure services including via growth of the
investment programme, development of the school
infrastrueture operating model, and by raising expectations from
schools.
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Strategic Context

Relevance to the LTIP

Government Policy: Parental
Choice

By empowering customers to
choose where to enrol, this policy
drives competition between
schools and seeks to incentivise
high performance

Government Policy:
Teacher/Pupif Ratios

This is a resourge allocation
mechanism based around class
size guidelines

School Prope
School Propertyis Well

recognised a Ja good property
manager and works cohesively
with Boards of trustees

Parental choice results in spare capacity being maintained
across school networks. This spare capacity allows parents to
axercise choice on a timely basis and minimises the need to
reactively invest in new capacity and rationalise surplus capacity
for what may be short term changes in enrclment patterns.

The Ministry retains some ability fo manage demd Bih
the use of enrolment zones. Funding modelg can f
incentivise schools to limit out of zone enrd
these measures are only partially effectje
with the Government's policy.

tension

ses teacher/pupil ratios to determine schools’
t to capacity and property funding. Roll size is

Werefore a primary determinant of investment, both in terms of

The operating model for the Ministry has shifted from its
previous role as primarily a funder to schools, towards that of an
asset manager across the school infrastructure portfolio.
Significant progress has been made, although the
transformation is ongoing and requires an injection of
operational funding to maintain recent improvements and further
improve the Ministry's asset management maturity.
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Strategic Context Relevance to the LTIP

School Property Strategy: High Changes in demand across New Zealg#f xp&fited to drive
Performing Portfolio of Schools  significant surplus capacity (in areas of declinirfg demand) and

The school infrastructure portfolio
is efficiently run and well utilised
and is responsive to increases and
decreases in student humbers

solutions may heip mitigate the effect of changes;

however, it Is likely there will be a rgguirement for increased
levels of capital and operational fuhg
new capacity and rationalisation of
event that funding is ratiorfg 4
Government's fiscal stratg
efficiency over the term o

ify's School Property Strategy.

The diagram below provides additional detail about the Minig

< Behonls 'ér_e'é:éfe_' andin: b
- good physical condition

Schools Tetain Hhei
duc valug

Figure 1: School Proparty Strategy
10
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2.3 The School Infrastru

Asset Components and Values

cture Asset Portfolio

The school infrastructure portfolio had a total net carrying value® of $11.6 billion as at 30 June 2015,

with a corresponding replacement cost of $23.8 billion, as shown in the figure below.

Ministry of Educatio

Non-current assefs
Land & Buildings
Lodand

laycentr

___Senice G
Subtotal Land

Fitout

School Infrastructure
Balance Sheet (extract)

Schools . T T

Kindergartens

... Buidings

n Carrying Values
As at
30 June 2015

$ millions

Replacement

Values As a

30 June 2038

of

Relecatabiéé T

Site Improvements

___ Other schoal,

__Kindergartens

_.Swimming Pools

Playcentres

pairment Provision

on-curre nt_ assets

$ millions

Buildings 1
buildings whi
halls, and gym areas.

Figure 2: Asset Components & Valuas

N4 9(2)(f)(iv) OIA
) 4

se-Up the largest part of the school infrastructure portfolio and are predominantly schaool
include teaching spaces (i.e. classrooms), library, administration and resource areas,

For financial reporting purposes, school buildings are sub-divided into components, including fabric,
fit-out, roofs and services. Some school buildings are designed to be re-locatable and, because of this

N Carrying value represents the optimised depreciated replacement cost for buiidings and the market value for land and houses.
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different functionality, they are valued as separate corhponents. Other building categories include
ancillary buildings (such as boiler rooms and toilets), swimming pools and improvements made to the
site, such as below-ground infrastructure.

As a result of significant weather-tightness failures across the school infrastructure portfolio and to a
lesser extent due to the damage to property from the Christchurch earthquakes, an impairment
provision of $0.7 billion was recognised against buildings as at 30 June 2015. This impairment is being
progressively reduced in-line with the restoration of the affected assots.

Types of Facilities

Within the state school system there are a variety of different types of school,

Compuisary age of attendance

Is attending state schools currently, these facilities

Although primary schools cater for 62% o
schools. This is because primary schools tend to be

account for 83% of all state school
smaller than secondary schools.

School Types by Number School Types by Rolls

“m Secondary and Composite M Secondary and Composite

H Primaty # Primary

T1%

58%

Figure 4: Preportion of primary vs. secondary schools

number of offJ&r facilities that support the education system, including Ministry-owned houses, play
centres, kindergartens, teen-parent units, activity centres, manual training centres and health camps.
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School Size

The school infrastructure portfolio is characterised by high numbers of small schools. More than a
quarter of schools have a roll of less than 100 and close to half have a roll of less than 200 yet
comprise only 14% of total rolt across all schools. Conversely, 4% of schools have rolls greater than
1000 students making up 20% of the total roll across all schools. The chart below further illustrates.

School Rolls

500
mzERschools (LHS)

84
/\\77 e a5 {RHS)

71

500

400

[
=]

300

Ralks In D4ps

Numberof Schook

200

at
20
100
- 10

300-335

Under 100
10480-14899

¢ Smaller schools are less likely t
and investments, requiring grgg
+  Smaller schools do not hayge ' to maximise procurement henefits, unless they bundle
projects with other schoofs ke advantage of Ministry procurement services. Collaboration
betwesn schools doesgot curgently happen to a significant extent, although the emerging
Communities of L.eargin jective may help change this in time,

» Smaller schools esp well utilised than larger schools. Partly this reflects the need te hold
higher prop#fign plus capacity to mitigate the cost of short-term roll increases driven by
parental choice. '
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Building Age

Nearly half of all school buildings are 40 years or older. Around 28% are less than 20 years old and
therefore relatively modern and more likely to be compatible with Innovative Learning Environment

guidelines‘;.

Distribution of Building Age in years bands

29% of buildings 71% of buildings €8
24% —lessthan 20 yrs old more than 20 yys okd

20% - 19%

16%

12%

8%

Percentage of School Buildings

4%

0% -

Age of Buildings In Years

Figure 6: distribution of plildiRg,a0e

The Ministry’s asset management approach is to m hools into perpetuity. This recognises that
the majority of school buildings are relatively inext maintain and, that through targeted
maintenance, modemisation and lifecycle reneyhl 6 ponents, the assets’ useful lives can be

extended mare efficiently than, say, the alterr Of unning the assets down and replacing them.

$sset management approach. Maintenance costs

There are, however, risks and limitations yi :
do increase gradually with the age ggthe builaf¥gs, and therefore there are natural limits to the policy

of maintaining into perpetuity.

ynerging risk of functional obsolescence to the extent

ato the functionality of school buildings that cannot be met with
finistry is proactively striving fo increase the proportion of
yovative learning environments through ensuring new buildings are
fools through Five Year Agreement funding to modernise their old

More significantly, the portfolio fac
pedagogical practices require chél
the older buildings. In respon :
buildings that are compliant
futty compliant, and suppg
buildings. '

* An innovative learming environment is one that is capable of evalving and adapting as educational practices evolve and
change, thus remaining future focused. ,
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Ministry-Owned Land

The Ministry owns land used mainly to situate school buildings.

The Ministry acquires new sites in anticipation of forecast demand when it is determined that a new
school will be required. This process is described briefly below.

In general, once schooling demand s forecasted, the Ministry considers an appropriate response. A
new school property solution ig the last resort as this is usuai!y the most expenswe option. Therefore

include adjustments to school errolment schemes and school transport entitlemé@g
at some point it becomes more cost effective to build a new school rather tf
existing schools. ¢

Land is acquired using the Ministry's working capital. The acquisition is th
Budget process. This arrangement allows a more timely acquisition process &
to hold or increass in value, it presents a low risk to the Crown.

PHecause land tends

The Ministry also disposes of surplus land, and the proceeds from sales ¥elfled as a source of funds

to reinvest in the school infrastructure portfolio. A

The Ministry also disposes of land, and leases it back, as part of§ Spernment’s priority to settle
historical Treaty of Waitangi claims.

15
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2.4 School Infrastructure Asset Performance

This section describes the current performance of assets in the school infrastructure portfolio and
introduces some of the challenges being addressed within the LTIP.

2.4.1 Condition

There is significant variability in the condition of school infrastructure across the portfolio. Whilst the
majority of the school infrastructure portfolio has been reasonably well maintained and g d
overall condition, a significant minority is not. Reasons for the sub—standard condition o
some schools include: ;

portfolio has suffered a high-incidence of weather-tightness defects. This
uildings constructed in the 1990s ard 2000s arising from poor design,

Yo fition or replacement early in their lifecycle, without being fully funded by
Fhis refies on using funds generated from other assets in the portfolio, with a

¢ The Cantérbury earthquakes had a major impact on asset condltion and utilisation in the region
and gave rise to the Christchurch Schools Rebuild Programme at an estimated cost of $1.137
billion. The earthquakes also led to a revision of building code standards, which has led to the
need to strengthen bulldings deemed to be "prone” or “at risk™ in other parts of the country.

[s 9(2)(g)(i) OIAL___
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EIS has implemented a national condition assessment programme, which has identified forward
maintenance liabilities for schools. Condition assessments are now updated every five years as part of
updates to schools’ 10 Year Property Plans and provide an ongoing picture of condition across the
school infrastructure portfolic. More detailed assessments have also been undertaken for over 90% of
buildings ‘at risk’ of weather-tightness issues.

Where significant condition issues have been identified from these assessments that cannot be
funded out of a school's 5YA funding allocation, these schools are brought into scope for the
Redevelopments investment programme, which may lead to further detailed assessmeR nport
master planning of solutions,

Portfolio assessment

10 year liability to its replacement cost provides a normalised benchmark for {
the school that can be compared against other schools in the portfolio.

i |
8 A2)Q)I) OMools are designed to have a useful Iife (based on a weighted averld o} their components) of

Significantly improving the condition of the worst condition schools will support a more sustainable
education platform and enable school competition and collaboration to occur on a more equitable
basis.

Changes introduced to the service model for EIS including the provision of better support to schools
and improved school property planning will help to sustain this improved level of condition across the
school infrastructure portfolio.

17
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242 Fitness for Purpose (Functionality)

Functionality of faciiities refers to their fitness for purpose to support teaching and learning and hence
provide the appropriate platforms for educational achievement. The design and quality of the school
infrastructure portfolio can provide a direct and important contribution to the interaction of pedagogical
elements. It can facilitate engagement, assist in collaboration, provide flexibility to accommodate
individual differences and affect the mctivation of teachers and learnors.

The aging school infrastructure portfolio means the significant majority of teaching spa¥
meet modern teaching and Eearning 'practices Most buiEdings were designed and buiEt

Flexible Learning spaces standards have heen introduced by EIS to ena
created aligning the following components:

« The physical space, its flexibility, configurability, and relatior

s The environment within the space, i.e. DALS

s Furniture and eqguipment, including ICT configurabili
% gL TIP will be ILE compliant. This

rowth, Building Improvement (leaky

pments programmes. In addition, schools

Jr heaith and safety and essential infrastructure
modernising their teaching spaces.

New and replacement teaching spaces supplied as ;
includes classrooms provided under the New Schoo
buildings), Christchurch Schools Rebuild, 5YA ang |
with sufficient 5YA funding remaining after meefig
| %aipments should prioritise remaining Tund Y

EIS has proto-typed Lz sments {0 enable measurement of the current level of ILE compliance.

These assessm f infuturs, to be undertaken as part of schools' 10 year property planning

process. These W8hts will enable a baseline and forecast to be sef, against which functionality

performance capa itored and reported. This information will stait to inform the next iteration of
id ient resources are available to implement and maintain the assessments.

= Connection of schools to the ultra-fast breadband (UFB}) network — the School Network
| Upgrade Programme is planned fo finish the connection of all schools to the UFB during

s 92)(g)i OEAF“ZG‘ISH—@T-QILQQ_EQQ maintenance of the assets will be required. —

s Earthquake resilience - the Earthquake Resilience programme is due to complete assessment
of all school buildings by June 2016, All deficient buildings will be strengthened cver the
course of this LTIP to ensure compliance with bullding codes.
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» Kura - the Ministry provides specialised facilities to support the strategic objectives of Maori
enjoying and achieving education success as Maori,

+ Special Needs - the Ministry invests in new assets and modifications to existing assets to
meet the requirements of special needs learners enrolling in mainstream state schools under
the policy of inclusivity. The demand for special needs investment has doubled over the past
two years with increased volumes of enrolments.

24.3 Utilisation and efficiency

This section describes current and forecast future demand over the term of the,
measures of efficiency the Ministry uses in assessing how well capacity meejt
describes the current levels of efficiency and what they would be in the futurs h the demand
projections before any intervention via investment in new capacity or rationali surplus
capacity. Finally it outlines the cost of inefficiency and proposes optimum levels of utilisation.

Demand Forecasts

. M of around 3.8% over the
Sher at secondary schools. As
yexpected to face strong

Statistics NZ census figures indicate an overall State school de
term of the LTIP. This is expected to be lower at primary schoolA
well as this underlying growth rate, the school infrastructure portfolio™®
opposing demographic drivers over the next 10 years:

» Areas of significant population growth combineg wit ﬁ ndgHortages that are driving up demand,
space deficiency and cost for new capacity, pafylafsggfuckland and some other urban areas.

» Areas of significant spare capacity and roll decli 3 are driving down utilisation, particularly in

rural areas.

i fpese regional drivers over a longer time frame to
2043. It shows the trends by region, with gs in decline, but with Auckiand and Canterbury

growing strongly.

Shool Roll between 2013 and 2043
NorthtoSouth

@ktmu
- Auckland

waikato

215

offPlenty/Rotorua/Taupa
Hawkes Bay/Gishorne
aakf/Whanganui/Manawatu
“ Wellington
Nelson/MariboroughfWest Coast
Canterbury

Ctapo/Southland

-25% -20% -15% -10% -5% % 5% L0% 15% Z0% 25%
Growthin students from 2013 to 2043

Figure & 30 year forecast regional demographic trends
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ls 9(2)(F)(iv) OIA

Forecast Accuracy

estimates. Consequently, we have i
in basis.

fhool size over a one and two year period. It shows that
@ school size and the longer the term of the forecast.

e for performance metdcforrolls > 100

= | Year Errorfrom 20132014

== ] Year Error from 20:14-2015

s 3 Yeray Error from 2013-2015

200 400 600 '00 1000 1260 1400 1660 1860
folt

Figure 11; Demand forecast error rates by school size aver one and two years
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Utilisation and Efficiency Performance

Two performance measures are used to monitor the extent to which the supply of school infrastructure
matches the demand from student enrolments. The measures are applied to individual schools and to
a wider network or to the portfolio as a whole:

» Utilisation® — this is the ratio between total rolf entitlement (i.e. the theoretical capacity required to
accommodate the current school roll based on teacher/student ratio policy settings) and the actual
capacity of the school. A measure less than 100% mgmﬂes under—utlllsanon and

in space.

Efficiency’ — recognises that both over-utilisation and under-utilisation are, :
- 1 and uses a calculation that avmds the risk of one nettmg -off the other to § elnderiying
s 9(2)(g)(i) OIA efficiency of a network or portfolio®.

1. {net surplus + total actuat classrooms)
79 - (total surplus classrooms + total deficit classrooms) + total actual classraoms

® Consider a netwark of two identicalty sized schoals where one was 90% utilised and the other 110% utilised. Together this
waould result in overall network utitisation of 100%, signalling there is enough capacity in the network to meet the demand.
However, as not all of the existing capacity is in the right place, the efficiency of the network would be measured at 90%.
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Optimal Utilisation

Striving for 100% utilisation at each school would drive a high frequency of expensive roll growth and
rationalisation interventions to maintain that target level. It is more ecohomic to accept a level of
surplus capacity across the portfolio to allow for short-term demand fluctuations driven by parental
choice or cyelical demand patterns. This recognises that removat of surplus property is cheaper than
the supply of new classrooms and, therefore, it s more econemic {up to a point) fo accs
surplus than to rationalise too aggressively with the risk of having to invest in classpoomsii
previously been rationalised.

The estimated optimal utitisation rate for schools is around 87%, although thig/ d¥pending on
size, iocation and demographic projections. The Ministry is striving to increag
schools with utilisation of between 75% and 105%, being an acceptable folerag

s 9(2)(0)(i) OIA

Summary Implications 5 9(2)(9)(i) 014
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2.5 The School Infrastructure Investment Portfolio

The Ministry oversees an investment portfolio comprising a large and wide range of projects organised
into 17 programmes and mesting different service needs. At any one time there can be over 6,000
active capltal projects.

The following chart shows the distribution of projects completed over the past two years by value.

Projects by Spend Range and Value

5157

5,000
EEEBProfects {LHS)
4,778
=@=5pend &M (RHS}

$137

550k-553k

5 5100k-5199k

Figure 14: Completed projects July 2013 to Juno 28 #Ce: Properly Management Information System)

251  Programme Categori@

The various investment prog% an be broadly grouped into the following three categaries:

. Expanding capacit ers investment in new capacity to meet increased demand
delivered via new new buildings, and other new infrastructure.

Ministry tactica ﬁ'
Ministry-r Y

edfment — this covers mvestment in existing infrastructure under large

@fent - this covers funding programmes that are available to schools under
Hlement models to allow schoois to fulfil their asset management responsﬂmhtaes

St progressively maintain and renew their assets on a five- yearly funding cycle in
accordance with Ministry approved schoaol 10 Year Property Plans.
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The chart below shows the actual past and planned future investment spend by year broken down into
these three categories.

s 9(2)(f)(\i\v) OlA

10 years Past and 10 years Future Capital Spend i

2015/16 dollars

1,000
8 Expanding Capacity

00
EMinistcy Tactical Investment

800
ESchool Entitfierment Fupding

700

600

500

400

Capital Spend in $millions

300

200

160D

s 9(2)

(F(iv) Ol
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2.5.2 Investment Management

In recent years there have been significant changes in the way investments are managed. Investment
management was historically largely ted by schools at a project level. The Ministry now plays a much
greater role in the management of investments at a project, programme and portfolio level. This is
reflected in the chart below that shows the Ministry now leading over 60% of investment activity,
reversing the position from before 2012/13. This shift is expected to be sustained throughout the term
of this LTIP.

6%

80%

0%

60%

50%

40%

30% /

20% e £ Managed
10% e Schoo] Manaped
0% T : . .

b 2 S i S T VS e

In association with this shift in management, the Min' en progressively developing its
capability to drive efficiency and better outcomes achgs e total investment portfolio, for example:
« A greater focus on school property planningfciRed through better information, processes and

support to schools is now improving the guaifigo 10 Year Property Plans and ensuring that
infrastructure needs are being consistentlyRygg feliably identified.

» Greater centralised procureme suppo T%ad included the establishment of panels to assist
schools and Minisiry staff to procBeg more eff;otent!y and with greater confidence.

Aardised modular transpartable buildings has started to
Tisk associated with construction delivery.

s Similarly, the supply agreement f§
improve the efficiency and rege

253  Investment Lif%

Portfolio Lifecycle @
, the inveR 4o ortfolio is being run into perpetuity on the assumption that the current

‘@ylirerents continue to support access to and provision of state-owned

This investm@t must also ensure the facilities remain fit for purpose, which means the mvestment
plan also allows for modernisation or modification of existing assets during and/or at the end of their
lifecycles.
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Programme Lifecycles

Most of the investment programmes are enduring and are expacted to extend well beyond the term of
the LTIP (for example, Five Year Agreement, Roll Growth, New Schools). The following programmes

are expected to be time-limited:

« Redevelopments — to be substantially completed within 10 years

« Defective Buildings — to be substantially completed within 10 years
« Christchurch Schools Rebuiid — completed within 8 years

+« Schools Netwbrk Upgrade Programitie — roll-out due to be completed this yeap

Project Lifecycles

Within the school infrastructure investment portfolio are projects with very difieg igfels of complexity
and duration. Some of the larger construction projects have a lifecycle spann[ng ree fo five years, or
even longer, from planning and consenting to the completion of construg WY, whereas smaller,
typically school-led projects may only last a matter of months, or even wigks.$

2.54 Emetrging and Future Trends

Other factors or trends may have implications on the investyiights within the current LTIP. For
example, alternative ownership models for schoo! infrastjg ‘ovision could see part of the
planned investment being met by the private sectoy \gh lgasing arrangements. Under current
assumptions this is expected to remain a minor contp supply due to the limited stock of leased
arket.

pproaches to the delivery of the investment
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2.6 Investment Challenges

The Ministry faces a series of challenges in relation fo its LTIP for school infrastructure.

Challenge Response

Stry has sought to improve information to
W& greater transparency of investment needs
s the portfolio and to support prioritisation
ghd optimisation of planned solutions.

Scale, composition and diversity of portfolio

The school infrastructure portfolio is large and
diverse requiring the Ministry to deal with over
2,000 different customers each with unigue, a
in some cases, competing requirements.  # PThe Ministry has built increased capability to
support key asset and investment management
processes, including schoaol property planning

services and the establishment of an investment

The change in EIS’s operating model requird®
increase in the range and quality offRgrmation
supporting asset management procefses

pipeline and portfolio management office under
an investment governance framework.

establishing new information sys )
improving existing data qualityss kg
consuming and costly unden%
Furthermore, front-line st els and

enabling services are i nstrained by
operational budgets an resource caps.

s 9(2)(f)(iv) OIA

s 9(2)(g)(i) OIA
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Challenge Response
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Challenge Response

An aging school infrastructure portfolio

Nearly half of school buildings are at least 40
years old. The Ministry has a good view of
renewal requirements over the term of this LTIP;
however, as the buildings continue to age, the
rate of renewal may increase. One of the
outcomes of the Ministry's progression from
funder o asset manager will be a better
understanding of assst lifecycles and identifying
oppertunities o optimise whole of life costs. To
realise these benefits fully, will require investment
in capability and information that is not currently
funded.

Canterbury earthquakes

The earthquakes of 2010 an
extensive damage to lang{al

This is being addressed by the $1.137 billon
caused Christchurch Schools Rebuild programme, which
nFastructure and 18 expected to fake a further eight years to

resulted in a significantgbiiinglemand across complete.
parts of the city. @ ' The Ministry was successful in an insurance
claim of $200 million (GST inclusive), which has
. helped partly fund the programme.

o
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Challenge Response

Hazards The M

There is a growing awareness of long-term
hazards present within some school properties.

Most notably these include: eir obligations, and competency

ements for contractors involved in
malntenance and construction projects.

« Asbestos, a commonly used building material
in the 1950's through to the 1980’s

s Cordaminated land issues associated wi
landfills and other indusfrial sites

work with schools to safeguard sites |
of this nature
Safe removal of asbestos is em

programmes.
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Response

Challenge
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2.7 School Infrastructure Long Term Investment Plan

[s 92)(H)(iv) OIA

2.7.1 QOverview of the Plan

The LTIP for school infrastructure presents a base case intention to invest nearly
next 10 years (from 2015/16 to 2024/25), |}

fin investment required in the first five years
expand the school infrastructure portfolio in
Glio in response to the number of agsets in poor
portfolio is expected to remain steady over the term
o two years is expected as the leaky building and

The planned capital expenditure shows a signifi
of the LTIP. This is driven by increased investry
response fo demand growth, and to improve j
condition. Investment in maintaining the regf o
of the LTIP. The decline in expendityre in thy
redevelopment programmes come 0%y end.

nfrastructure LTIP Capital Expenditure

1,200
H Expanding Capacity in the Porifolic
Blimproving the Existing Portfolio
1,000 o
B Maintairing the Exisiing Portfolio
ls 9(2)(7)(iv) OIA
800 1 e
2
i)
E
'

2015/16

Figure 18: Overview of capital investment forecast in the school infrastructure LTIP (2015/16 to 2024/25)
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Capital Expenditure by Region

s 9(2)(f)(iv) OIA

Tal Tokerau

Taranaki /

Whanganui/ Mana _ Hawkes Bay /
Dantr: Gishorne

.

Nelson /Marlboroy
/ West Coast

Canterbury

I (17%)

Figure 19: 10 year investment by region
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Programme Description Funded by Benefits
{$millions, 10 years)?

Earthquake The EQR programme manages Depreciation

Resilience (EQR)  evaluation of school buildings fo Safet
determine if seismic strengthening is - aiety
required. EQR tops-up 5YA if it is . £5s for Purpose

[s 9(2){f)(iv) OIA| insufficient.

Unforeseen Depreciation  Condition
Availability

Health & Safely

building fabric, protect health
and/or keep the school opg

Risk Management Depreciation  Condition

insurable ey . fire). The Ministry L
_covers up g L Aho)irst $12.5 million of Availability

s 9(2)(f)(iv) OIA

5 9(2)(f)(iv) OIA

*# Costs include increases to depreciation and capital charge, but exciude nen-capitalised management and support costs.
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9° s 9(2 )({)(iv) OIA
Programme Descri tl B Funded by Benefits
($millions, 10 years)™ (2)(f) iv) Olﬂ

Defective
Buildings (i.e.

s 9

Technology in
Schools

ls 9(2)(f)(iv) OIA

Roll Growth

s 9(2)(f)(iv) OIA

s 9(2)

f) iv) OIA

New Kura

Leaky Buildings)

Depreciation  Condition
Fitness for Purpose
Health & Safety

The School Network Upgrade
Programme (SNUP) subsidises and
manages high quality upgrades of
schools’ internal cabling and associatg
infrastructure, connecting fo the ul
fast broadband network

Fitness for Purpose

Funds new tealling spaces (including Injection Utitisation
classrooms anf Fasiums) and new
non-teachi ) {e.g. library,

agd resource areas) Condition {(where it
fitlement policies. May includes

also inCiife feplacement of existing replacement)

8r example on congested

erwise to optimise the

Fitness for Purpose

Design and construction of new schools  piection Utilisation
fo ensure the network has enough i
capacity to meet growing demand, Fitness for Purpose

including kura to meet demand for Maori
medium schooling. Projects are detailed
in the Programme Business Case
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2.74 Asset Performance

This section describes the predicted impact of the planned investments on future asset performance
across the school infrastructure portfolio.

Condition

The LTIP anticipates resolving most of the systemic issues affecting condition across the school
infrastructure portfolio over the next 10 years, including in relation to the Redevelopme

in the overall condition of schools across the portfolio.

The Ministry has modelled the likely effect of the ten year investment programu
life-cycle degradations, using cendition ratings based on the relationship bety
cost an acement value, giving rise to the following planned improvemers

s 9(2)(f)(iv) OIA, a)(i) OIA

Significantly lifting the condition of the worst condition schaols will support a more SWS 9(2)(g)(i) Ol Af
education platform and enable competition and collaboration to occur on a more equitable basis. 9)(i)
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Changes introduced to the service model for the Ministry, including the provision of better support to
schools and improved schooi property planning, will help fo sustain this improved level of condition
across the school infrastructure portfolio.

Fitness for Purpose (Functionality}

Measurement and reporting of asset functionality performance still needs to be implemented. So far,
standards have been developed that establish service levels for different aspects of fu
include:
» Deslign quality learning standards (DQLS), i.e. air quality, temperature, lighti , i

e Other aspects of flexible learming spaces (e.g. ability to use a range of tegth
physical spaces provided)

e Earthquake resilience standards

e Connecfion fo ultra-fast broadband

investments over the term of the LTIP:

s Completion of the School Network Upgrade Programm suring all schools are connected to the

national ultra-fast broadband network.

jildings require seismic strengthening,

+ Completion of seismic assessments to determif
1gs assessed to be earthquake prone.

and investment to ensure there are ho remainin

s Increase in the overall number and proportion g spaces that are compliant with DQL.S

d flexible learning shace standards.
s 92)(f){iv) OlA, s 9(2)(g)(i) OIA
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New School Investiment (2)(f)(iv) OIA

Andgrowth. [t generally
Fwell utilised. This is
fy bacause enralment
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275 Key Opportunities

Opportunities exist to improve capital eﬁ:cnency and value for money from the investments assumed in
the LTIP. These include:

s Better informatien and reporting — in terms of the condition and functionaility of school
infrastructure and supporting better ptanning and investment governance.

+ Better planning — both in terms of the quality of school level planning aimed at optimising in-school
solutions to Issues, and programme and portfolio level planning aimed at prioritisin A ments
to maximise cutputs and outcomes and supporting better procurement.

s Better investment governance — through a fully mature portfolioc managemen
reliability of forecasts, better business cases and robust decision making g

s Better procuremeant — including better use of Ministry purchasing power : aje national and
regional contracts; promotion of project and network bundling to enhance Taiggkle ‘
scale; improved vendor management to drive performance; greater COSIdel’aﬂon of alternative
delivery options, including public private partnerships, leasing and af

trammg of resources to

» Better project delivery capabitity — including through better ajig :
gH the construction

the scale and complexity of the project portfolio, Better supo t
professional services panels. e

e Faster and less risky delivery — including through extensi@n of theod ular Transportable
Buildings contract.
Govkrnance frameworks, to promote

#s. s 9(2)(g)(i) OIA

* Improved incentives - including as part of fun
behaviours aligned with increased value for mo

g through more efficient and effective asset
t defective products and workmanship contributing to

issues of weather-tighiness, :
¥ s 9(2)(g

)i) OIA

ation of existing assets through demand and supply management
f some new school or building projects.

s Cost avoidance - via be
enabling deferrat or ay

e Rave, for example, improved assurance of design quality and the quality
rocesses. However, the majority of benefits are still to be realised.

« Accelerated improvements fo the condition of school infrastructure achieved through reduced cost
of baseline funding improvement capital programmes,

» Increased levels of working capital able to be reserved from depraclation funding.

s 9(2)(f)(iv) OIA
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s 9(2)(f)(iv) OIA

Key risks relating to this LTIP include:

278 Key Risks

* Reliability of forecasts — the Ministry has sought to improve the quality of its
programme forecasting, however, this capability is still maturing and the '
planned.investment activity wili expose any bias in the underlying timing 4 sstmptions.

s 9(2)(f)(iv) OJA. s 9(2)(q)(i} OIA

«  Legislation — the new Health and Safaiugt VI Act 2015 will come into effect in 2016 and is
expected to increase the obligajigns on the®inistry, schools and suppiiers, which may lead to
increased costs.

¢ Price escaiation —in accordange Wi reasury requirements, the LTI is presented in real {2015
dollar) terms and does not t {’ prige escalation into account. To the extent prices do increase,
depreciation forms a partiz #n that price escalation will also drive up annual revaluations,

There is also the possibility that prices may reduce, although the current high level of demand
across the construction industry along with historical frend lines suggest this is unlikely over the
term of the LTIP.
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s 9(2)(f)(iv) OIA

2.1.7 Key Assumptions, C%‘r\str\ali;ts and Dependencies
The following is a list of the key assumptions, constraints and dependencies underpinning this LTIP

« _No significant changes in Government priority or policy over the term of the LTIP

[s 9)(A)(iv) OIA

«  Workforce and industry constraints do not limit the extent and ti ig of delivery of the LTIP

tion based issues affecting the school
M as yet unidentified further
gdiation are able to be funded within the

s  Curmrrently available information regarding the extent of o
infrastructure portfolio is materially complete and rel'
requirements for redevelopment or weather-tigféy
10% programme contingency included within thg

« Demand forecasts are materially accurate algiag #fan level of Statistics NZ projections. (As
noted previously, the growth in demand in Aggklay is the most significant area of uncertainty).

» Project and programme cost and timing e 5_-". are reliable. Different programmes carry
different assumptions, risks and uncertaifigigg and therefore the reliability of forecasts making up
the plan will vary between progfaRgines. Generally, the forecasts in the short-term will be more

reliable than those in the mediu

school infrastructure portfo i rﬁore information refer to the discussion of price escalation risk
0 Market Capacity, Capability and Maturity.

r the Redevelopments and Defective Building programmes of $200
ow for new projects yet {0 be identified from. continuing assessments and
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2738 Updating the LTIP

The plan is based on current information and assumptions and is subject to continuous monitoring and
updates. In practice, forecasts are reviewed and updated on a monthly basis, although material
change is likely to occur less frequently.

The Cabinet Circular CO({15)5 and the supporting Treasury Guidance for Developing and Maintaining

a Long Term Invesiment Plan require LTIPs to be updated at least once every three years. The school
infrastructure LTIP is heavily dependent on short-term policy and resourcing decisionseli |
sensitive to demand forecasts and continuously emerging information about the conditidy o} ;
portfolio. Consequently, it is anticipated that the LTIP wili be updated again aroung{30 Junig 2016 to
reflect outcomes and developments.

It is expected that it will need further updating again following the preparationfof thé@anied Auckland
Programme Business Case during 2016/17. This means, potentially, the LTIg 1
times within twelve months. This reflects the current level of uncertainty and
key resource dependencies on the reliability of the LTIP planning horizon. ]

red stars indicate key short-term dependencies and their relatiogghi fed near-future update@ (2

)(iv) OIA
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28 Investment Options and Trade-Cffs

This section describes the principal options available in relation to revising the levels and timing of
investment in the LTIP. it presents a number of scenarios, and outlines the resuiting trade-offs.

5 9(2)(Q)(i) OIA

The LTIP is, in part, a response to the Government’s priarities, objectives and policy settings, as
described in section 2.2, Changes to these setfings could reduce the levei of investmeRgpg

2.81 Significant Government Policy and Priority Levers
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s 9(2)(f)(iv) OIA, s 9(2)(g)(i) OIA

2.8.2 Investment Options Targeting Utilisation & Efficiency

The volume of investment in new capacity and rationalisation of surplus property in the LTIP are
based on the Ministry's assumptions, analysis and subsequent recommendations. The volumes
planned are, however, subject to Budget bids and are scalable. The degree to which volumes are
scaled wilt directly impact the resulting portfolio utilisation, as illustrated below.

s 9(2)(N(iv) OIA, 5 9(2)(g)(i) OIA
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2.9 School Infrastructure Capacity, Capability and Maturity

The Ministry’s school infrastructure portfolio is managed by the Education Infrastructure Service (EIS).
EIS was established in late 2013 as part of a response fo recommendations from an mdependent
review of the former school property function.

This section describes the organisational siructure, capacity, capability and maturity of school
infrastructure services performed by EIS.

2.9.1 Organisational Structure

The figure helow shows the current organisational structure for EIS.

Education Infrastructure Service
Management Strochure

Educatfon Infrastruclure Service

Head of Education
nfrastructure Servics

A S o R

: Asset Partfalia and - .
i ianagemant an Sl“g:ﬁy and Tecs:m'r tolgy in Businass 1 EdP:c?(l)ri?n Infrastructura Dalivery
Finatice il cheols ] Sorvices : ¥: |

[Hler - Bursintsa Protussment
Rutes and Bevelopment
Lerpreladon Minager

Scniorunnancr Horth
feglonat Property

MsSanal Parlioba
Manager

The foliowing is g.li

and project approvals
. Monitorin of 10-year property plan performance

« Advice and support fo schools

« Relationship management, inciuding consuliation and regular forums
* Issues resolution

s Emergency response, such as in the event of a fire, flood, etc.
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» Business cantinuity planning

» Operational policy with process and guidance instructions for schools
= Training for project managers, planners and Boards of trustees

* (Condition assessmeants

» Maintenance of property management information system data

Project and programme delivery services

» land acquisitions, including designations

»  Project and programme management, including procuremant, design ang’ h services

for:
o New Schools and New Kura programimes
o Christchurch School Rebuild programme
o Schools Network Upgrade Programme

o Building Improvement Programme (leaky buildings \

o Redevelopments Programme ;
o Ciassroom Delivery Programme (Auckland, inc%Rotl Growth)

« Contract management, including:

o Public private partnerships

o National Modular Transportable Buildj

Other platform servicas
e Payroll, including management of the A

¢ Technology in Schools, includin

e School Transport, including f’ - of contracts with transport providers

Other direct asset mana %ervices

e National builging @t of fitress

sing, closed school sites and vacant land

» Negotiatio anjgement and funding of rental agreements

eptef Treaty settlements

* Disposal of land and non-core houses
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Enabling and other services

Procurement, including supplier management, panel provision, negotiation, devefopment of
facilities management and other outscurced service offerings

Information systems, inciuding property management information, data warehouse, project
management and transport systems

Information management, including data analytics and data quatity
School infrastructure portfolic management office

Ministerial servicing

Offictal Information Act and media requests, parliamentary questions and,
Strategic and tactical business and asset management planning '
Demand forecasting {in conjunction with Ministry Network team)
Policy and standards

Design reviews and post-occupancy evaluations
Risk management

Assurance

Change management

Financial management

investment management

Business cases for investiments requiring Mig
New PPP developments :
Legal support, including in relation o W #ightness claims

Stewardship and governance ($c€

InfrastruSBTe Governance Board, monitors the performance and advises in relation to EIS’s
developnient

ICT Governance Board, monitors ICT projects, including EIS's project to repiace its property
management information system

EIS Investments Board, provides gateway review for large investment projects and oversees
investment programme performance
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+ Varlous EIS Project and Programme Boards, provide oversight and advice relating to large
projects and programmes.

In addition, EIS is subject to humerous internal and extemnal reviews, including:

(iv) OIA

» Internal audit

s 9(2)(f

+ External audits

» Independent quality assurance reviews

Gateway reviews for large projects or program

ElS is also closely monitored by the Treasury.

Project and Porifolio Governance

ElS's portfolio management office
(PMO) has introduced a project
governance framework designed to T Thkgh & TE MATATRANEA
ensure a more stringent process
approval involving centralised

FY VY

Infrastructure Service
Governance Framework

validation of investment decisions, ~ F1° Froject Lifecycle
v e N . . PROJECT
prioritisation and to help maximise RN STRATEGIC ANALYSIS PHASE
efficiency and effectiveness across Prpar P ]
:[he investment portfolic?, with an oy the Issue, when and why should we resolve it?
increased focus on options JmowaL o
EVALUATION PHASE @ —

analysis, reliable forecasting and
benefits realisation, amongst cther
things.

{ 2. EVALUATION PHASE

What is the best way 1o resolve the issue?
Projects are subject to the piroject
governance framework where

whole of life costs exceed $3.0
million, or require land acqguisition,
or carry significant reputational, %
legisiative, financial ar operational
risk.

3. PLANNING PHASE

Delaled Busingss
Case

How do we deliver our preferred option?

. s 4. DESIGN PHASE
An investment pipeline has been

developed and is being mainjé
which allows visibility of the p

Award Confract

What will the solution look fike?

APFROVAL YO

portfolio, including upstre#M s ()
prospective projects. This%gail brepara 5. BUILD PHASE
the Investments Boar pytitise Complton
and monitor profagts Build the solution:
programmes acrosS8ge portfolio T
considering pri s §Cluding sogers
strategic alignmight, gfordability, copuoruzel 0 CLOSE OUT & BENEFITS DELIVERY PHASE
value fopfiQpey, risk. Chaured
y. — . o mi‘:"yg;;m Have the benefils been realised?
Projects Wy are subject to the CLOSEPROLET A N
project gove™Mphce framework i
must seek and receive approval to Figure 41: EIS Project Governance Framework

pass through the gateways af each
stage of the project lifecycle (see
right).
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2.94 Capability and Capagcity

EIS is transitioning from the operating model in place prior to its fprmation in 2013. Many of the
services and frameworks listed above have been expanded or strengthened In recent years, as
evidenced by improvemenits in asset management maturity (see/2.9.6), but most still require further
development to fully embed. Improvement plans are in place foy individual initiatives and a summary of
the main areas of focus is provided in section 2.11 of this plan. |




pages 67 & 68 s9(2)(N (V) & 9(2){(g){) OIA
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295 P3M3 Maturity

Portfolio, programme and project management are core capabilities for EiS in managing investments.
The implementation of the Investor Confidence Rating requires assessment of portfolio, programme
and project management {P3M3) maturity. This has been independently assessed by Outcome
Insights and the results are summarised below, prior to any final moderation.

Target levels have been recommended, as part of the assessment, at Level 3 within two years. Refer
to section 2.11 Improvement Plan for some of the initiatives aimed at achieving this targgt.

Porifolio Management — Level 1.83 {against a target of 3)

Organisational
Governance

5.0
Resource %

Management
Cantrol

Finance Benefits
Management Management
Stakeholde .
Management Risk Management

Figure 43: Partfolio managem turity

Programme Management — Level 1.92 {against a tay

Organisational g
Governance .
Pl :

a7 Avg © Pgivl
Benefits s £ |5 P

Management ‘ N Management

Management

igure 44: Prograrmme management maturity

Project ManagelR @l 1.76 (against a target of 3)

QOrganisational

Governance
5.0

Management
Managamen . - Control

— N7 AVE & FJM
finanze Benefits s EfS PEVI
Maragement Management
Stakeholde
Management Management

Figure 45: Project management maturity
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296 Asset Management Maturity

Asset management maturity is a benchmark that assesses the level of asset management capability
and processes undertaken in an organisation. it is derived from the International Infrastructure
Management Manual and was first adopted by the Treasury in 2011 and since refreshed to be part of
the Investor Confidence Rating (ICR) framework within Cabinet Circular CO{15)5 Investment
Management and Asset Perfarmance.

Plan for fransforming school property services.

The initial {October 2011) assessment was reviewed independently by GHD ?g:

Ssessment of is asset management maturity has
evolved since 2011. Note: this is befqg independent assessment currently underway.

Target 85% | date TBD, subject to adequate tesourcing

Bate TBD

89%
Date TBD
Advanced

81%
Sun-2015
Lower Advanced

81%
ur-2016
Lower Advanced

Achieved

Figure 46: Asset management maturity, before independent assessment by Just Add Lime
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2.9.7 Change Management Maturity

Change management is one of the enabling services undertaken within EIS. Change support is
provided for large E!S transformational projects such as the replacement of the property management
information system and the Infrastructure Delivery Service Design. Change support is also provided to
schools through training of new processes and requirements, for example in relation to school
property planning and condition assessments.

The implementation of the Investor Confidence Rating requires assessment of changey
maturity. EIS has self-assessed its change management maturity, which is summarised R
remains subject to possible review and moderation by the Treasury.

anagement

Summary Results (Weighted)

Maturity Score

Leadership*

Proficiencies

Application of Changs Management

Change Standardisation |

Suppoertand Ownership of Change
Management

Pipeline

Ovarall Score " §

ElCument Score Score

WAppropriate Target  § .
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210 Market Capacity, Capability & Maturity

2.10.1 The New Zealand Supplier Market
The construction sector reg)resents approximately 6% of New Zealand’'s GDP with one in 12 jobs, or
194,000 people employed™.

Employment in construction is strongly linked to population patterns. Almost two thirds of total
employment in the sector is located in Auckland, Canterbury, Wellington and Waikato®

7 Otago Region

€ construction sector by region

ith afmost 70% of firms employing fewer than

The sector consists predominantly of small bush !
building firms by number of employees™.

10 people. Figure [x] breaks down the non-

BilobH
mGto 9
810 fo 19
20 to 49
50 to 99
#1100 plus

Figure 49: Proportion of non-residential construction firms by employee number

® Construction in New Zealand Factsheet, MBIE
3 Valuing the role of construction in the New Zealand Economy, October 2011, PWC
*2 Construction Sector Report ~ 2013, MBIE
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2.10.2 Construction Sector Trends

The sector is Impacted significantly by the overall state of the ecanomy, as investment in private and
public infrastructure increases or decreases in line with overall economic activity and confidence. The
sector s much more volatile, in terms of employment or proportion of GDP, than other sectars. The
employed workforce was 30% larger in 2012 than it was in 2002%.

This volatility means that the industry is unable to build and maintaln capacity, shedding jobs during
downturns and struggling to respond during any upswing. As a result, the sector is progg.to pnce
inflation during expansionary phases. Refer further to sections 2.7.6 Key Risks and 2. 7 A
Assumptions, Constraints and Dependencies.

The sector is anticipated to grow further over the next few years with both resi
residential construction activity increasing rapidly.

39.0
37.0
35.0
33.0
T 31.0
“ 290

27.0

25.0

illions

Figure 50: Forecast nailon :'"'55*’:‘.; \SHEEton activity™

Overall expenditure in construction is expected tggl 19% from 2013 to 2020°° with a peak in
Financial Year 2016/17 and 17/18.

The forecast increases in construction actiyj . yost pronounced in the Auckland region with other
areas relatively flat and construction activitySgCgnterbury falling away sharply. By 2020/21 Auckland
is anticipated to represent over 4098 national construction market.

e A 1K |and

sememe Canterbury

Waikato/Bay of
Plenty

~Wellington

wraee Ragt Of New
Zealand

Figure 51: Forecast regional canstruction activity™

* New Zealand Housing and Construction Quarterly, March 2015, MBIE
3 National Construction Pipeline Report - 2015
% 3™ Natienal Construction Pipsiine Factsheet - 2015
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The Auckland construction market is driven largely by residential investment but there are also
substantial increases in non-residential investment. Figure 52 shows the relative split between these

sectors within Auckland™.

10

8 - f

/ /——\ e R s1dential
6 J Non-resijgh
5 :
4 /i T E3 T T T T 1

b o A DD DN
S S AN O
SR8 A @Y

$ Billions
-

Figure 52: Residential and non-residential constructi Auckland

2,10.3 Capability and Productivity

produc;tivitzy decline over time compared with other g
countries™. This can be partly explained by the g

breadth or depth of finances to invest in capita
fonger term certainty of consfruction pipelin

finess nature of the sector, as there is not the
n resource development™. The need for

est that outside of the few larger suppliers, there is little
ction practices or technologies {e.g. Design and Build,
ation Modelling) that could Increase praductivity.

Currently, industry feedback would
capability or appstite for ‘innovative’ ¢
Prefabrication/Modularisation, BuEE

gatistaction has been identified in ‘boom’ construction periods

A pattern of reduced quality and ’
" ly side capacity and capability. *

as demand for services outstyip

% 3 National Construction Pipeline Report - 2015

3 3™ National Construction Pipeline Report - 2015

# Building a better New Zealand, BRANZ

o Valuing the role of construction in the New Zealand Economy, October 2011, PWC

*0 The effects of boom bust on National Construction Industry Performance, Construction Clients Group
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2.10.4 Contractor View

The 2015 Construction Contractor Forum reflected that the construction market is buoyant and
expected that it would become more so, particularly in Auckland. Although this buoyancy results in
positive opportunities most still saw the Minisiry as a key part of their overall future work as a result of
the low risk and secure nature of the work.

The key challenge the forum identified, as a result of the rising market, was their ability to procure and
retain high quality subcontractors and supphers

Due to the high demand for their services, subcontraclors have significant choice ig regargfto t e
works they take, may be avercommitted, are more difficult to manage and are mef®&gble toygegotiate
high prices due to a lack of available alternatives. As such, even with contract G i
competitively tender for and carry out works on behalf of the Ministry, they my

50 as a result of their supply chain.

d from doing

Without longer term commitments to Main Contractors they are unable to make Ioer term
arrangements with subcontractors to secure their services. More oneroyéiracurement and delivery
requirements would exacerbate these market challenges.

The Ministry relies on a relatively small number of contractors to
national investment spend, as shown in the chart below.

Ftarge proportion of the total

L+ s JE—

[

Low]

D il A =
=

%TYotzl Spend
[}

i
]

Fot
=
1
3

20 25 30 35 40 45 50
Mumber of Contractorg
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