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Thank you for your Official Information Act request, received on 26 August 2019.  You 
requested: 

 
Under the OIA I seek all advice given to Ministers since the 2017 relating to: 
 
-  Public private partnerships (PPPs) for transport projects 
-  Public-public investments 
-  Value Capture/value uplift financing 
-  Transport/road pricing 
-  Congestion charges and demand management tools. 

 
Due to the broad nature of the request, a Treasury official contacted you in order to 
refine it. You agreed to the following: 
 

- Advice provided since the 2017 General Election  
- Substantive advice (i.e. treasury reports, joint reports, and aide memoires) 

provided by the Treasury to the Ministers of Finance, Transport, and 
Infrastructure.  

- Advice relating to the following topics: alternative financing mechanisms for 
transport projects limited to public-private partnerships and public-public 
partnerships; value capture financing relating to transport projects; and 
road pricing.   

 
On 11 September, I extended the timeframe for making a decision on the request by an 
additional 20 working days.  



 

 

Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 
1.  17 November 

2017 
Joint Report: Auckland Smarter 
Transport Pricing Project 

Release in part 

2.  15 June 2018 Treasury Report: Value Capture Release in part 

3.  7 May 2019 Aide Memoire: Update on Penlink 
Road Project 

Release in part 

4.  20 June 2019 Treasury Report: Opportunities for 
Infrastructure Investment in New 
Zealand 

Release in part 

 
I have decided to release the documents listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 
 
• Section 9(2)(ba)(i) – protect information which is subject to an obligation of 

confidence or which any person has been or could be compelled to provide under 
the authority of any enactment, where the making available of the information 
would be likely to prejudice the supply of similar information, or information from 
the same source, and it is in the public interest that such information should 
continue to be supplied. 

• Personal contact details of officials, under section 9(2)(a) – to protect the privacy 
of natural persons, including that of deceased natural persons. 

• Advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials. 

• Names and contact details of junior officials and certain sensitive advice, under 
section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions. 

• Commercially sensitive information, under section 9(2)(b)(ii) – to protect the 
commercial position of the person who supplied the information, or who is the 
subject of the information. 

• Direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

• Section 9(2)(i) - enable a Minister of the Crown or any department or organisation 
holding the information to carry out, without prejudice or disadvantage, 
commercial activities. 
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• Section 9(2)(j) - enable a Minister of the Crown or any department or organisation 
holding the information to carry on, without prejudice or disadvantage, 
negotiations (including commercial and industrial negotiations). 

 
Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams. This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
 
Information to be withheld 

There are additional documents covered by your request that I have decided to 
withhold in full under the following section of the Official Information Act, as applicable: 
 
• Advice still under consideration, section 9(2)(f)(iv) – to maintain the current 

constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials. 

 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
David Taylor 
Manager, National Infrastructure Unit 
 
 
 



 

 

 OIA 20190568  Information for Release 
1. Joint Report  Ministry of Transport and Treasury - Auckland Smarter Pricing Project 1 
2. Treasury Report_ Infrastructure Funding and Financing_ Value Capture 10 
3. Aide Memoire  Update on Penlink Road Project 24 
4. Treasury Report  Opportunities for Infrastructure Investment in New Zealand 27 
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IN-CONFIDENCE 
 
 
 
 
 
 
 
 
 

Treasury: 3947580v3 IN-CONFIDENCE  

Treasury Report:  Value Capture 

Date: 15 June 2018 Report No: T2018/1085 

File Number: SH-8-0-5 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant Robertson) To note None 

 Minister of Housing and Urban Development, and 
Transport (Hon Phil Twyford) 

Agree to recommendations 

Refer copies to Ministers 
for the Environment, for 
Local Government, for 
Infrastructure, Associate 
Minister of Transport, and 
Minister for Land 
Information). 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Dieter Katz Principal Advisor 1, 
National Infrastructure Unit

 

Andrew Hagan Acting Director 
Infrastructure and Housing  

 

Actions for the Minister’s Office Staff (if required) 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

s9(2)(a)s9(2)(k)
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Treasury Report: Value Capture 

Executive Summary 

Ministers have indicated an interest in funding infrastructure and urban development in part 
by capturing some of the value it creates in property, including the potential use of a specific 
Value Capture Tax. 
 
This report sets out our current thinking about value capture methods more generally, and 
the merits of a specific Value Capture Tax and what work is underway across agencies’ work 
programmes. 
 
It was prepared in consultation with the Ministry of Business, Innovation and Employment 
(MBIE), the Department of Internal Affairs (DIA), the Ministry of Transport (MoT) and the 
Ministry for the Environment (MfE). 
 
This report accompanies a broader report from the Treasury on Infrastructure Funding and 
Financing. That analysis is consistent with this report and concludes that the existing toolkit 
to capture value is broadly appropriate, notwithstanding some potential improvements to the 
targeted rate and development contribution regimes that should be investigated. It also 
proposes a range of initiatives to improve the ability to finance infrastructure. 
 
This report also outlines the work that is being carried out on other value capture methods by 
various agencies including MBIE, DIA, and MOT. 
 
Value creation 
 
Infrastructure projects create value by giving rise to user benefits that exceed costs.  Where 
benefits are location-dependent, future user benefits (net, after user charges) are anticipated 
and capitalised into land values.   
 
Who benefits 
 
It is not always the direct users who benefit from a project.  Where the user is a business that 
operates in a competitive market, the benefit may be passed on to the business’ clients, 
down the production chain to the ultimate consumer.  The benefits may therefore end up 
highly dispersed. 
 
Where the benefits are location-dependent, the benefits expected to be derived by the owner 
in the future are capitalised into the property value.  Most of the benefits are captured by the 
incumbent owner, leaving little for future owners or for current or future tenants. 
 
There is an inverse relationship between user charges and impacts on property value:  The 
higher the user charges, the lower the increase in property value.  Conversely, if the increase 
in property value is taxed, then the user benefits are reduced (because the location that 
enables people to make use of the project has become more expensive). 
 
User charges 
 
User charges (including development contributions) are the most obvious and usual way of 
recovering the cost of a project, and should generally be preferred.  Currently there are legal 
barriers to full cost recovery through user charges and these should be explored.  There are 
several situations, however, when it may not be possible or desirable to recover all of the 
cost through user charges.  In those cases, value capture methods could be considered. 
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Methods of capturing value beyond user charges 
 
Options for cost recovery (and possibly value beyond cost recovery) from the beneficiaries of 
a project, and options for capturing some of the capital gains resulting from zoning changes, 
include: 
 

Methods Who can currently use it 
• Targeted rates 
• Betterment levy (limited application)

Local government 

• Negotiated development 
agreements 

• Sale of land and of development 
rights 

Available to all entities other than 
those with specific corporate 
restrictions 

• Tax on up-zoned land (limited 
application) 

Available to central government under 
the Income Tax Act 

• Value Capture Tax Not available under current legislation 
 
Assessment 
Unless there is a reason why user charges (including development contributions) are not 
possible or appropriate, recovering the cost of a project through user charges is generally 
preferable. The transactions costs of value capture methods can be significant and the 
efficiency of resource use is greater if users face a price that equals the full social cost of the 
service.   
 
Of the tax-based approaches, targeted rates are the most promising value capture method 
despite some limitations.  A Value Capture Tax is theoretically ideal but preliminary 
considerations suggest that it would be very difficult to implement.  It would also overlap with 
any future decision to introduce a capital gains tax.  
 
 
 

Recommended Action 

We recommend that ministers: 
 
a Note this report accompanies a broader report from the Treasury on Infrastructure 

Funding and Financing, a pillar of the Urban Growth Agenda (UGA).  
 

b Note that officials are focussing their efforts under the other pillars of the UGA on 
targeted rates, sale of land and development rights, and negotiated agreements as the 
primary means of value capture and user charges (including development 
contributions). 

 
c Note that MBIE’s work on the Urban Development Authority (UDA) and MoT’s on the 

Auckland Transport Alignment Project funding and financing is considering how Central 
Government can access targeted rates for these purposes and others. 

 
d Note the Local Government funding and financing inquiry will consider the performance 

of the Local Government funding system as a whole. 
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e Agree that agencies do not undertake further work on a Value Capture Tax pending 
report back from the Tax Working Group. 
 
Agree/disagree 
 

f Refer copies to the Minister for the Environment (Hon David Parker), Minister for Local 
Government (Hon Nanaia Mahuta), Minister for Infrastructure (Hon Shane Jones), 
Associate Minister of Transport (Hon Julie Anne Genter) and Minister for Land 
Information (Hon Eugenie Sage) 

 
Referred/not referred 

 
 
 
 
 
Andrew Hagan 
Acting Director, Infrastructure and Housing 
 
 
 
 
 
 
 
Hon Phil Twyford 
Minister of Housing and Urban Development, 
and Minister of Transport 
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Treasury Report: Value Capture  

Purpose of Report 

1. Ministers have indicated an interest in funding infrastructure and urban development in 
part by capturing some of the value it creates in property (land and buildings), including 
the use of a specific Value Capture Tax. 

2. Several agencies (in particular MoT, the New Zealand Transport Authority (NZTA) and 
MBIE) have been exploring the possibilities to do so over the last 12 – 18 months. 

3. This note sets out our current thinking about value capture methods and what work is 
underway. It recommends that Ministers agree that officials do not do any specific 
further work on a Value Capture Tax, due to challenges with implementation and 
potential overlap with a capital gains tax being considered by the Tax Working Group. 

4. This report accompanies a broader report from the Treasury on Infrastructure Funding 
and Financing. That analysis is consistent with this report and concludes that the 
existing toolkit to capture value is broadly appropriate, notwithstanding some potential 
improvements to the targeted rate and development contribution regimes that should 
be investigated. It also proposes a range of initiatives to improve the ability to finance 
infrastructure. 

Analysis 

5. This report outlines: 
 

• how value is created by infrastructure, urban developments and regulatory 
changes (in particular zoning changes) 
 

• who are the beneficiaries of this value 
 

• how value capture relates to user charges 
 

• when does it make sense for the government or owners of the infrastructure to 
capture the value created in property, and 
 

• the tools that are available to capture value. 
 
Value Creation 

How does infrastructure create value? 

6. The term ‘infrastructure’ can cover a wide range of facilities but for the purposes of this 
report it means roads, fixed structures associated with public transport and fixed 
structures associated with the three waters (drinking water, waste water and storm 
water).  Other infrastructure that could be relevant in some circumstances include 
public amenities such as parks and public libraries. 
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7. Infrastructure provides a service for people. It creates net value for them to the extent 
that the benefits are greater than the user charges (including development 
contributions).   

8. For example, the benefit may be to reduce users’ costs (e.g. a faster or shorter 
transport link) or to increase the benefits they derive from it (e.g. a more pleasant ride). 
These advantages usually induce changes in the pattern of use, and even draw new 
users into the vicinity of the new infrastructure, for example they induce the 
establishment of more homes and businesses in a particular area.  This is referred to 
as induced demand. 

9. If the benefits depend on proximity to the infrastructure, then people will prefer to live or 
work on properties near the infrastructure.  They will therefore bid up the value of such 
properties, creating a capital gain for the incumbent property owners.  The capital gain 
should be equal to the net present value of the future benefits (net of costs) expected 
to be derived by owners or renters of that property.   

10. The infrastructure also creates negative or positive externalities (e.g. an airport creates 
noise that adversely affects third parties, a park provides benefits to third parties; a 
road may create “wider economic benefits” such as agglomeration externalities or 
increased competition, etc).  In some cases, positive and negative externalities may 
also be reflected in changes in property values. 

How do urban developments create positive or negative value? 

11. Urban developments are akin to infrastructure, and can create positive or negative 
value, and positive or negative externalities. Commercial or housing developments 
around public transport stations or motorway off-ramps, can also create joint, or 
synergistic, benefits (e.g. improved amenity, greater density and variety of consumption 
opportunities). These values are similarly capitalised into property values.   

How do regulatory changes create positive or negative value? 

12. Regulatory changes (e.g. to zoning rules) will increase or decrease property values 
depending on how they affect the flow of benefits and dis-benefits expected from a 
property and from the permitted activities of neighbours.  

13. The impact of planning regulation on property values may be positive or negative 
depending on factors such as whether they are enabling (i.e. allow for increased 
growth) or restricting, and whether they effectively control externalities (e.g. noise, 
shading, air pollution). For instance, land rezoned from rural to urban can enjoy 
significant value uplift (“windfall gains”), although the impact on the rest of the city is 
likely to be a reduction in values.   
 

Who benefits  

14. It is not always the direct users of infrastructure who are the real beneficiaries.  For 
example, commercial truck drivers benefit from a road improvement, but if markets are 
competitive then they will pass this benefit (net of costs including user charges) on to 
their customers, who in turn will pass it down the chain to the ultimate consumer.  The 
incidence of the benefit is therefore on the ultimate consumer, whose ‘consumer 
surplus’ increases.  That consumer might be distant from the infrastructure.  

15. As indicated above, some of the future stream of benefits from infrastructure capitalises 
into the value of properties. If the property owner does not personally benefit, then 
there is an incentive to sell or lease the property to someone who does, i.e. there is a 
sorting process.  The incumbent property owner captures the future stream of benefits 
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derived by users by way of an increase in the value of the property, even if he or she is 
not a direct user. 

16. If there is an implicit or explicit subsidy such that users have to pay a user charge that 
is less than the cost of the infrastructure, then that becomes part of the ‘consumer 
benefit’, or the benefit that is often capitalised into property value. It may therefore 
make little difference from a revenue perspective whether the cost of infrastructure is 
recovered through user charges or by taxing the property value. 

17. It is possible that infrastructure can induce property value increases for reasons other 
than increased user benefits, e.g. “wider economic benefits” such as agglomeration 
benefits, but we don’t understand the mechanism and have no conclusive evidence as 
to whether it does in fact happen. 
 

User charges 

18. Good projects deliver benefits that exceed the costs.  The project owner will want to 
recover the costs of the project, while the surplus of benefits over costs is a community 
benefit (captured by users, by someone else or capitalised into the value of property, 
depending on the economic incidence).  

19. Provided there are no significant distortions in the rest of the economy that impact on 
the infrastructure, user charges that reflect the cost of the infrastructure ensure that 
resources are used efficiently.  I.e. they ensure that resources are only used where the 
benefits exceed the costs.  User charges that are less than the cost can lead to over-
consumption. 

20. The most obvious and usual way for owners of infrastructure to recover cost is by way 
of a price or user charge. The user charge can be levied directly on users (e.g. road 
tolls), or it can take the form of a payment from a property owner or user in return for 
indefinite use of the service at a lower price. The latter are known as development 
contributions, and are discussed further below.  User charges may be fixed by the 
infrastructure owner or may be negotiated. 

21. Reasons why it might not be possible or appropriate to recover the full cost through a 
user charge include: 

 
• because competing infrastructure is not fully priced (e.g. it is difficult to fully price 

public transport if roads are not fully priced) 
 

• because the infrastructure has low user benefits relative to the cost (i.e. a benefit 
cost ratio of less than one) and will therefore not support user charges that cover 
costs 
 

• because it is a non-excludable kind of infrastructure (e.g. a lighthouse, or a 
storm-water system) and there seems no practical way of bundling the service 
with other revenue-generating means, such as advertising (e.g. free to air TV), 
and 
 

• because for some other reason prices have been set below cost. 
 

Development contributions or growth charges 

22. These can be thought of as a kind of user charge.  They are a one-off requirement on 
developers to contribute land or money to a council, the quantum of which is 

 

 

 

20190568 TOIA Binder Doc 2
Page 16 of 43



IN-CONFIDENCE 

T2018/1085 : Treasury Report: Infrastructure Funding and Financing: Value Capture Page 8 

IN-CONFIDENCE 

 

proportional to the demand their developments create for council infrastructure and the 
total capital cost of providing that infrastructure.  

23. Development contributions and growth charges cannot be levied on existing property 
owners who might benefit from new infrastructure, unless they undertake further 
subdivision or building works. 

24. Under current law, the “cost” of the project for the purposes of development 
contributions or growth charges is an accounting cost, so takes no account of local 
authority risk in providing infrastructure in anticipation of demand.  

25. At present the legislation and case law is narrowly cast. While this creates disciplines 
on local authorities to establish a link between a development and the costs they want 
to recover, it makes it difficult in practice to recover all infrastructure costs. (Note that 
the only costs that should be recovered are those that can’t be financed from user 
charges. Otherwise, over-recovery results.)   

26. The Government is proposing to widen the scope of development contributions through 
the Local Government (Community Well-being) Amendment Bill. 

27. A related mechanism is “Financial Contributions”, but this is being phased out.  See 
appendix. 
 

Defining value capture 

28. Where the full cost of infrastructure cannot be recovered through user charges and 
development contributions, local and central governments could tax the capital gain or 
value uplift that properties enjoy as a result of proximity to the infrastructure. This is 
referred to as value capture.   

29. The term “value capture” is also used to denote situations where  

• Contributions from users or property owners towards the cost of infrastructure is 
negotiated.  Being voluntary, these opportunities are also available to private 
sector providers. 

• The value uplift of properties owned by the infrastructure owner is realised by 
sale of the property or of the development rights over the property. 

30. Value capture can have two purposes: 
 

• To recover the cost of the project where user charges alone are insufficient or 
inappropriate. 

 
• To fund unrelated projects that can’t be funded from user charges, by capturing 

more than enough to cover the cost of a project (although we note that 
recovering more than the cost of a project negates to that extent the benefits that 
the project was intended to deliver), or by capturing some of the windfall gain 
resulting from regulatory changes. 

 
31. We have identified the following methods of capturing value: 
 

Methods Who can currently use it 
• Targeted rates 
• Betterment levy (limited application)

Local government 

• Negotiated development Available to all entities other than 
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agreements 
• Sale of land and of development 

rights 

those with specific corporate 
restrictions 

• Tax on up-zoned land (limited 
application) 

Available to central government under 
the Income Tax Act 

• Value Capture Tax Not available under current legislation 

32. These methods are described in the appendix.  
 
Assessment of selected funding tools 

User charges and development contributions 

33. Higher user charges and development contributions means lower property value uplift, 
and vice versa.  Value can therefore be extracted from the beneficiaries of 
infrastructure either way.  User charges ensure that the infrastructure is only used 
where the benefits exceed the cost, and are therefore a more efficient way of 
recovering cost.  However, there are situations as described above where full cost 
recovery through user charges is not feasible or appropriate. 

Targeted rates   

34. A targeted rate is an imperfect method of capturing value because if not charged 
appropriately might capture more than the value uplift, might capture revenue even if 
there is no value uplift and will fail to capture value uplift that occurs in properties 
outside the targeted rates area.  

35. A further limitation is that because it is usually set as a periodic tax rather than a one-
off tax, it only raises funds over time, requiring a borrowing capability to pay for up-front 
capital expenditure.   

36. However, targeted rates are technically easier to implement than a Value Capture Tax, 
(see below) and their use should therefore be given further consideration as a 
mechanism to capture value.  

Sale of land and development rights 

37. Sale of property and development rights could be a very effective method of capturing 
value where local or central government entities own significant amounts of property 
that benefit from the infrastructure.   

38. Sale or auction by a council or other public entity of development rights beyond what 
the zoning or planning rules would otherwise allow is an interesting idea, but has not 
been explored.  It is possible that the Productivity Commission will consider this in the 
context of its forthcoming inquiry into local authority costs and funding tools. 

Value Capture Tax  

39. The conceptually best method to capture some of the property value uplift is some form 
of Value Capture Tax that is targeted on the value uplift. It is therefore a kind of capital 
gains tax, except that in addition to the known issues with capital gains taxes (e.g. 
accrued vs realised gains, in the former case cash flow issues for income poor owners, 
how to deal with capital losses, etc) there is also the issue of determining the portion of 
the gain that is attributable to the project in question. Econometric techniques would 
probably need to be employed.  Because this would entail the application of methods 
that are contentious, a Value Capture Tax is likely to lead to litigation.  
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40. There are international precedents in Latin America, where the value uplift tax is based 
on estimated value uplifts, rather than actual uplifts.  Other international examples 
branded as Value Capture Taxes use proxies for value uplift that are more akin to 
targeted rates. The UK, Australia and New Zealand have had forms of a Value Capture 
Tax in the past but they have all failed. 

41. Value Capture Taxes (including on up-zoned land) would overlap with any future 
decision to introduce a capital gains tax.  Given that the Tax Working Group will 
examine many of the issues that a Value Capture Tax would give rise to, we consider it 
prudent to defer consideration until the Tax Working Group has reported. 

Other tools 
The other methods of value capture that are currently available will offer only limited 
ability to generate revenue. 
 

Work programmes 

42. Below we set out what work is being carried out and by which agencies: 

User charges and development contributions 

43. MoT is leading an inter-agency project involving the Treasury, NZTA, Auckland Council 
and Auckland Transport to investigate the possibility of congestion pricing in Auckland. 

44. DIA is providing advice on extending development contribution powers to wider range 
of community infrastructure than currently permitted. 

45. DIA, as part of the IFF workstream, will be focussing on how to unblock constraints on 
cost recovery through an assessment of development contributions. 

46. Treasury will be investigating alternative models to access finance under the IFF, which 
will include exploring how user charges could provide funding for these models.  

Targeted rates 

47. MBIE is developing a proposal for the UDA to be able to levy targeted rates within the 
development area of the UDA to pay for infrastructure and services.   

48. Treasury is also exploring how targeted rates could be made available to third party 
entities to enable new access to finance, in addition to the UDA. 

49. Treasury, as part of this assessment, is reviewing the benefit of a change in legislation 
that could enable local authorities to strike multi-year rates (currently, rates have to be 
set on an annual basis). 

Betterment levy 

50. MBIE is developing a proposal for the UDA to be able to impose a betterment levy 
based on a modification of existing Local Government Act 1974 powers which can be 
used to offset the cost of land acquisitions for transport infrastructure. 

Negotiated development agreements and sale of land and of development rights 

51. These are voluntary arrangements.  MBIE is studying how the Crown, and in particular 
the UDA, would go about negotiating agreements with landowners and developers 
which recognise the increased value accruing to their land as a result of public 
investment, as well as realising value by acquiring, improving and selling Crown land or 
development rights over Crown land. 
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Value Capture Tax 

52. The Tax Working Group is likely to look at capital gains taxes, which raise many of the 
same issues as a Value Capture Tax.  Given the close similarities in relation to 
application and effect of a value capture tax, we will need to consider whether further 
work is warranted or appropriate following the Tax Working Group’s report. 

Programme level application of value capture 

53. MoT is providing advice on how to fully implement the Government’s priorities for 
transport following finalisation of GPS 2018. This advice is likely to include 
consideration of transport revenue sources, such as value capture. 

54. MoT is also reporting back on Auckland Transport Alignment Project funding and 
financing, which is likely to include consideration of value capture tools across the 
investment programme. 

Project level application of value capture 

55. A number of current transport projects have the potential to benefit from value capture, 
including the Central Rail Link and light rail transit. MoT is leading this advice.  
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Appendix  
 
Existing methods: 
 
Charge or tax Description Characteristics or issues 
Targeted rates A tax on properties that benefit 

from the project. Will recover 
the project costs over time.  
Can be assessed on a number 
of bases, including land value, 
capital value, and by a fixed 
amount per property.  
Theoretically could also be 
assessed on land area, and 
also only on the value of 
improvements.  Currently could 
not be assessed on the 
increase in property value 
attributed to the project. 
One option is to use a targeted 
rate in conjunction with 
development contributions, 
whereby the tax is used to pay 
the interest on some of the 
council borrowing between the 
time the infrastructure is built 
and the time that development 
contributions are collected. 

Recovers costs over a longer 
time period.  
One difficulty is to determine 
which properties the targeted 
rate should apply to, as the 
properties which benefit from 
a project may not have a fixed 
boundary, for example with 
transport projects. 
I.e., costs are not recovered 
proportionally to benefits 
received. 
Targeted rates could be 
imposed following a 
negotiated agreement with a 
majority of affected property 
owners. 
Whether it can be used to 
capture more than the costs 
of a project has not been 
tested in Court, but officials 
consider it would be at high 
risk of judicial review and a 
significant risk of losing.  

Financial 
Contributions 

Being phased out by 2022 as a 
result of the Resource 
Legislation Amendment Act 
2017.   

These can be used by 
territorial authorities and 
regional councils for any RMA 
purpose, including offsetting 
environmental effects of 
activities on the environment. 
The main reasons cited for 
the phase out are a 
perception that financial 
contributions and 
development contributions 
were in practice being used 
for the same purposes, and 
that overlap between the two 
charging regimes led to 
confusion.    
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Charge or tax Description Characteristics or issues 
Betterment levy  A one-off charge equal to the 

expected increase in property 
value attributable to the 
project. A limited version, only 
applicable to properties 
adjoining the road, is currently 
available under s326 LGA741). 
It has not been widely used to 
date. 

A localised tax on the 
property owner’s expected 
capital gain attributed to the 
project.  
Likely to give rise to many 
disputes over valuations. 

Tax on up-zoned 
land 

S.CB 14 of the Income Tax Act 
provides that a capital gain on 
land sold within 10 years of 
acquiring it is taxable as 
income tax, if at least 20% of 
the capital gain is attributable 
to a change in planning rules 
or the granting of a consent.  

A central government tax on 
the property owner’s realised 
capital gain. 

Negotiated 
development 
agreements 

Voluntary development 
contributions negotiated 
between an infrastructure 
provider and a small number of 
developers. 

Variable and unreliable as a 
revenue stream. 
The degree of value captured 
is dependent on skills and 
willingness of parties 
negotiating. 

Leveraging 
Government land 

Purchase land before it 
increases in value, and 
subsequently sell it (including 
development rights e.g. over 
the top of stations, etc) 

Land values usually increase 
as soon as the project has 
been announced.  In practice 
it is therefore necessary to 
purchase the land 
beforehand, or use land that 
is already in public ownership.

 
 
 
 
 

                                                
1  Local Government Act 1974 
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Would require legislation: 
 
Charge or tax Description Characteristics or issues 
Targeted rates 
(raised by entities 
other than 
councils) 

As for ordinary targeted rates. As for ordinary targeted rates. 
Could raise accountability 
issues if entity not subject to 
ratepayer elections. 

Value capture tax  A tax on the value uplift of 
properties that benefit from a 
project.  
Like a targeted rate but on 
value uplift only.   
Being essentially a capital 
gains tax, there are different 
variants.  For example, it could 
be levied on realised gains 
only (i.e. after a property is 
sold), or on accrued gains 
(which would need to be 
estimated). 
This would be in addition to the 
increase in ordinary rates that 
results from the value uplift. 
 

Theoretically by applying to 
value uplift only, has some 
inherent equity between 
property owners built into it – 
the tax is directly proportional 
to the benefits received.   
Need not be limited to cost 
recovery, although political 
economy considerations may 
require it to be limited to cost 
recovery. 
Difficult in practice to target 
only that part of the capital 
gain that is attributable to a 
project. 
Taxes on unrealised capital 
gains can cause liquidity 
issues for property owners. 
Taxes on realised capital 
gains encourage land owners 
to hold on to their land for 
longer than is efficient, but do 
not require estimation of 
unrealised capital gains. 

Sale or auction of 
development 
rights 

The right to develop beyond 
what the zoning or planning 
rules previously allowed could 
be sold or auctioned off. 
 
 

This would reveal the value to 
developers of up-zoning, it 
would allow more targeted 
‘up-zoning’, it would 
compensate the community 
for any negative impacts of 
intensification and it would 
help recover the cost of 
additional infrastructure.  
However, it could encourage 
councils to adopt constrained 
zoning rules. 
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Reference: T2019/1365     SH-17-4 
 
Date: 7 May 2019 
 
To: Minister of Finance (Hon Grant Robertson) 

Minister for Infrastructure (Hon Shane Jones) 
 
Aide Memoire: Update on Penlink Road Project  

Purpose 

Further to recent media coverage, this Aide Memoire updates you on the proposed 
Peninsula Link Road Project (Penlink), north of Auckland City.   

Key points 

• Local Auckland media reported on 16 April 2019 that a new business case is 
being prepared by Auckland Transport (AT) with the aim of bringing forward the 
Penlink Project.  Within the Auckland Transport Alignment Project (ATAP), its 
scheduled start date for construction is 2025/26.  

• AT has been exploring options to accelerate delivery of Penlink, including use of 
alternative financing via Public Private Partnership (PPP) or Build Own Operate 
Transfer (BOOT) models.1  A BOOT minimises the impact on Auckland Council’s 
balance sheet.    

• In November 2018, a request to submit an unsolicited proposal to undertake the 
Penlink Project as a BOOT was received from 

.  Earlier this year, the NZTA led a process on behalf of AT to 
evaluate  request.  The outcome of this process has not yet gone to the 
NZTA and AT Boards, but we understand that the recommendation is not to 
proceed on an exclusive basis. 

Project overview  

Penlink is a proposed alternative route between the Whangaparaoa Peninsula and 
State Highway 1 at Redvale, north of Auckland.  Construction was scheduled to begin 
in 2025/26.  

Penlink is expected to:  

• facilitate residential and commercial development north of Auckland  

• reduce congestion and travel times; and improve safety.  

Penlink is a local roading project and as such is the responsibility of the local roading 
authority, in this case AT.  The project’s capital cost is estimated at .  It is 

                                                
1 Under the New Zealand PPP Model, full ownership of the asset is retained by the Crown. Therefore, while BOOT is a 

form of PPP, as the consortium retains ownership due the operations period, it is treated as a separate procurement 
method for the purposes of this Aide Memoire.  

s9(2)(ba)(i)
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deemed to be design and construction ready, with consenting and over 95% of 
required property acquisitions complete.  The project is not considered to be overly 
complex, with construction taking place through a greenfield corridor.  

The scope of the project was initially a 4 lane road but has since been re-scoped to 2 
lanes.  The road will be tolled for demand management and cost recovery purposes.   

Current confirmed funding sources for the project include $100 million 
from NZTA and $100 million from Auckland Council. $66 million of the Auckland 
Council contribution is to be funded from the Regional Fuel Tax, although this funding 
is earmarked for 2025-2027.  The remaining required for the project is 
expected to be funded by toll revenue, and a yet to be determined financing solution.  It 
is possible that alternative financing solutions could reduce or provide for all of the 
upfront capital, while revenue sources including tolls and local levies could fund debt 
repayment, equity return, maintenance and operations for an extended period (e.g. 25 
years or more). 

Auckland Transport is considering accelerating delivery of Penlink  

While no decisions have been made, there is strong appetite from AT to bring Penlink 
forward from the current planned delivery timeframe of 2025-28.  Penlink is currently 
considered design and construction ready and there appears to be interest from 
constructors and investors looking for opportunities.  

Auckland Council’s debt limit is a constraint on early delivery  

The major impediment to accelerating Penlink is Auckland Council’s debt constraint.  
This leaves little room for additional borrowing to support the project given other priority 
commitments.  AT needs to weigh the benefits of accelerating Penlink with the impacts 
on Auckland Council’s financial strategy. 

AT is exploring alternative project delivery structures, including via Public Private 
Partnership (PPP) or Build Own Operate Transfer (BOOT) models.  A BOOT minimises 
the impact on Auckland Council’s balance sheet.  AT has engaged PWC to assist them 
in assessing the options. Other potential solutions include redesignating Penlink as a 
state highway, so that NZTA is responsible for delivering the project, or using the 
proposed Infrastructure Financing and Funding Model.  

 

Any change in timing for distribution of the regional fuel tax will also require an Order in 
Council.  AT may also investigate promoting a scheme that seeks to assign regional 
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fuel tax funds directly to a third party.  AT is likely to engage with the Crown on the fuel 
tax and NZTA funding proposals. 

The unsolicited proposal 

In November 2018, requested an opportunity to put forward an unsolicited 
proposal to undertake the Penlink Project as a BOOT.  The concession period being for 
a period of years, following which the asset would revert to AT without 
compensation.  would levy a toll on users of the road throughout the concession 
period.  While a local contribution would have been required, the proposal 
did have the potential to bring forward the project start date by three years.  

The NZTA led a process on behalf of AT to evaluate  request.  The outcome of 
this process has not yet gone to the NZTA and AT Boards, but we understand that the 
recommendation is not to proceed on an exclusive basis. 

 

Dan Cameron, Senior Advisor, Infrastructure Transactions Unit,  
Karen Mitchell, Interim Head of the Infrastructure Transactions Unit, 
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Treasury Report:  Opportunities for Infrastructure Investment in New 
Zealand   

Date:   20 June 2019    Report No: T2019/1670 

File Number: SH-17-0  

Action Sought 

  Action Sought  Deadline  

Minister of Finance  
Hon Grant Robertson 

Note for discussion at meeting with 
officials scheduled for 25 June 2019 

25 June 2019 

Minister for Infrastructure 
Hon Shane Jones 

Note for discussion at meeting with 
officials scheduled for 25 June 2019 

25 June 2019 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Guy Finny Infrastructure Advisor, 
Infrastructure Transactions 
Unit, Body Establishment 

 

Karen Mitchell Interim Head of the 
Infrastructure Transactions 
Unit, Infrastructure Body 
Establishment 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 
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Treasury Report: Opportunities for Infrastructure Investment in New 
Zealand   

Executive Summary 

This report sets out the current context for infrastructure investment in New Zealand.  It 
highlights the infrastructure funding challenge currently faced by local and central 
government and how alternative models of financing could be used to help address this 
challenge, including specific opportunities.  

Local and central government face a infrastructure funding gap  

Using best available information, we estimate the gap between agency capital intentions and 
available allowances to be over the next four budgets.  While capital 
intentions are not all infrastructure, over 50% of this figure could reasonably be described as 
infrastructure.  The figure likely understates the future demand on available 
capital allowances.  Local government is similarly constrained.  

There is strong market interest in infrastructure investment  

There is market interest in financing infrastructure investment.  Recent market engagements 
for the Christchurch Multi-Use Arena and Auckland Light Rail projects evidence considerable 
market interest in developing infrastructure projects in partnership with government.  The 
recent successful Milldale housing transaction has shown market appetite to provide long 
term finance for infrastructure development.  

 

 

There are opportunities to bring forward infrastructure investment in New Zealand 
using alternative financing models 

Various alternative financing models could be used to help close New Zealand’s 
infrastructure deficit.  Financing is a tool that can enable existing capital allowances to be 
further leveraged, thereby allowing additional high priority projects to be delivered earlier 
than would have otherwise been possible.  

Alternative financing models include:  

a The NZ PPP model, which could be used to finance and deliver

Redactions on this page are made under sections 9(2)(f)(iv) and 9(2)(g)(i)
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b The Build Own Operate Transfer (BOOT) Model, which is a form of PPP model, and 
could be used by local government to deliver projects like the proposed 
Penlink Road 

c 

d Other project financing models, such as a financing agreement and leasing 
arrangement, which could be used for the KiwiRail interisland ferry procurement, and 

e The emerging Public Public Investment (PPI) Model, which uses ‘public funds’, like 
those of the Accident Compensation Corporation (ACC) and the New Zealand 
Superannuation Fund (NZSF), to deliver infrastructure, principally through PPP and 
BOOT-type project structures. 

Recommended Action 

We recommend that you: 
 
a note the infrastructure funding and financing gap identified at central and local 

government level 
 
b note there is strong market interest in third party investment in infrastructure 
 
c note the range of projects that might be advanced using alternative financing models 
 
d indicate whether further advice is required on the advantages and disadvantages of 

alternative financing models and how they could be applied to different projects across 
different sectors, and  

 
e indicate whether further advice is required on options for clarifying the approach to 

alternative financing models across government procuring agencies. 
 

 
 
 
 
 
 
Karen Mitchell 
Interim Head of the Infrastructure Transactions Unit 
 
 
 
 
 
 
 
Hon Shane Jones 
Minister for Infrastructure  
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Treasury Report: Treasury Report: Opportunities for Infrastructure 
Investment in New Zealand 

Purpose of Report 

2. This report provides advice on creating opportunities for infrastructure investment in 
New Zealand.  The report covers: 

a The Government’s infrastructure funding and financing gap 

b The sources of funds for infrastructure investment  

c The strong level of market interest in infrastructure investments 

d The unprecedented level of infrastructure investment in Australia 

e 

f The opportunities to use alternative financing models to close the New Zealand 
infrastructure deficit.  

The Government’s infrastructure funding gap  

3. Financing for large central government infrastructure projects largely comes from the 
multi-year capital allowance (MYCA).1  The MYCA is a four-year allowance.  The 
MYCA rolls forward at each budget.  The MYCA set in Budget 2019 is $14.8 billion.  

4. $10.4 billion of the MYCA allowance has been committed to projects, including:  

a Transport and provincial growth - $3.0 billion, which includes $1.4 billion for 
Auckland City Rail Link and $741 million for KiwiRail rolling stock, ferries and 
business-as-usual capital.   

b 

c Education - $1.2 billion for the 10-year school property programme to take a 
longer-term approach to school property. 

5. $4.4 billion is currently available for Budgets 2020-2022 for new capital projects, 
including new infrastructure projects. 

Over the next four budgets, there is a gap between our estimated MYCA 
and current capital intentions  

6. For the purposes of this report, we examine the funding gap from the perspective of 
Budget 2020 – the period covered by the next four year MYCA.2  Over this period, we 

                                                
1 A significant proportion of the Crown’s capital expenditure is funded through agency balance sheets and 
baselines (including depreciation funding), which is not capture in this data. However, the largest initiatives 
generally require part or full funding from the Budget capital allowance.   
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estimate the Government faces a significant gap between available capital allowance 
and capital intentions, as illustrated by the graph below. 

7. The most recent capital intentions reporting signals unfunded capital intentions of 
 for Budgets 2020-2023.  Currently, there is $4.4 billion available from Budget 

2019 MYCA for new capital projects.  
3   

The infrastructure funding challenge is likely to be much larger   

8. 

9. 

10. 

11. 
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Education illustrates the infrastructure challenge  

12. The school property programme highlights the challenge of delivering infrastructure 
through the current approach to financing and procuring infrastructure.  Current 
forecasts estimate that education will need to accommodate 100,000 additional places 
by 2030.  Education is currently funded to deliver 46,000 of these places, leaving 
54,000 student places to be funded in future budgets.  

13. 

Similar pressures exist in Health 

14. The health sector is experiencing similar pressures.  Within the capital intentions 
reporting, the health sector was an outlier in terms of the scale of its intentions, 
representing 38.4% of total agency intentions.  

.   

The National Land Transport Fund is also constrained  

15. In the absence of Crown funding or third party financing, transport projects are 
dependent on the ability of the National Land Transport Fund (NLTF) to pay for them. 
The Government has a number of transport priorities.  Some are significant 
intergenerational projects, for example, light rail in Auckland and Let’s Get Wellington 
Moving.  The NLTF is already constrained, with some planned projects needing to be 
re-evaluated and pushed out to later years.  The change in the 2018 Government 
Policy Statement on land transport has led local councils to seek significantly more 
funding than was anticipated.  

Local councils face difficulty in funding water upgrades 

16. We understand that early recommendations, as a result of other agency work, will 
include new water quality regulation.  This is likely to result in the need for significant 
upgrades to the existing infrastructure.  A report by engineering firm GHD released late 
last year stated that a conservative estimate for upgrading water infrastructure 
is around $2.5 billion.  Local councils, as the current asset owners, will have difficulty 
fully funding these upgrades. 

Sources of funding 

17. Broadly, there are two sources of funds used to deliver public infrastructure:  

a Government sources of funds, where the government uses general taxation, 
asset recycling5, and borrowing to deliver infrastructure.  While the government 
could issue bonds and use the proceeds to fund additional infrastructure, the 
Budget Responsibility Rules constrain this.  Similarly, most high growth councils 
are close to their maximum debt levels, which constrains their ability to borrow to 
deliver infrastructure.  

                                                
4 This a projection based on previous forecasts and is not a forecast from the Ministry of Education.  
5 In Australia, several states are using asset recycling, where the government sells assets and recycles the sale 
proceeds into new infrastructure investments. 
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b Third party sources of funds, where the government uses third party capital to 
deliver infrastructure projects.  Third party capital includes banks, pension funds, 
iwi, infrastructure and sovereign wealth funds.  Third party capital is repaid over 
time from agency baselines or user charges.  

18. The dominant approach is the use of government funds.  Under this model, new major 
infrastructure projects are principally delivered within the limits of the MYCA and local 
government borrowing limits. 

19. The use of third party funds, typically used in alternative financing models, can enable 
existing capital allowances to deliver more, overcoming the financial constraints 
currently faced by both central and local government.  For example:  

a NZTA is delivering two large PPPs, which will be paid for from future NLTF 
revenues 

b Housing New Zealand has issued long-term sustainability bonds and raised $2.9 
billion to deliver more state housing, and  

c Crown Infrastructure Partners (CIP) Milldale housing project is structured so that 
CIP is the only shareholder of a Special Purpose Vehicle (SPV) using 35-year 
fixed-interest debt financing to deliver the required infrastructure. 

20. Other models enable the full transfer of risk from government to the private sector and 
enable core infrastructure to be delivered and operated by the private sector within a 
carefully regulated framework.   An example in New Zealand is electricity generation 
and retail.   

There is strong market interest in New Zealand infrastructure   

21. The evidence suggests there is currently healthy market interest in both financing and 
delivering infrastructure: 

a Recent market engagements for the Christchurch Multi-Use Arena and Auckland 
Light Rail projects indicate considerable market interest in financing and 
delivering infrastructure projects in partnership with the Government.  

b The recent successful Milldale transaction has shown that the market has 
appetite to provide long-term finance for infrastructure development. 

c The Government has received two unsolicited proposals from the market in the 
past year to finance and deliver major infrastructure projects – the Penlink Road 
and the Auckland Light Rail projects.  

22. Internationally, there is considerable market interest in infrastructure investment.  The 
Financial Times has reported that at the end of 2018 unallocated investment funds 
have reached record levels for different types of funds: “for private equity this stood at 
almost $1.2 trillion at the end of the year, while for private debt it was $280 billion and 
for infrastructure $172 billion.”  

New Zealand already has many of the right conditions for third party infrastructure 
investment   

23. New Zealand has a safe investment environment, including rule of law, counterparty 
strength and a stable economic environment.  In addition to this, investors are also 
looking for:  
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a Government to be clear, consistent and transparent on the short, medium and 
long term opportunities for investment.  

b Visibility of an infrastructure project pipeline that is robust and immune from the 
political cycle.  This visibility is needed to justify building up bidding capacity and 
expertise in New Zealand, reducing the potential for abortive costs. 

c Certainty and confidence in the supply chain depth.  The local supply chain is 
currently small, limited in capacity and capability, and unwilling or unable to take 
on all of the risks associated with complex projects.  Global contractors, who are 
able to take on such risks and have to come to New Zealand for major projects in 
the past are not seeing a strong pipeline of opportunities in New Zealand. 

d A common, tested, and well understood commercial contract framework that 
appropriately allocates risk.  The NZ PPP model has been successfully tested in 
the market 8 times and is well understood by national and international parties. 

For alternative financing, the market is looking for projects with certain characteristics 

24. For most alternative financing models, the market is looking for the following main 
characteristics in a project: 

a Well defined opportunities: Projects where the nature of the asset required is 
specific (such as a road or new school) and outcomes or outputs are well 
specified.  These attributes enable clear specification and monitoring of 
performance requirements and standards.  

b Projects of a certain scale: Typically, $100 million will attract banks and 
domestic investors already active in the New Zealand market. $250 million or 
more will attract overseas investors, and $450 million or more will attract global 
construction companies.  Smaller projects can be bundled together to achieve 
sufficient scale.  

c Whole-of-life scope: The project integrates design, construction and 
maintenance and is sufficiently complex for innovative design and service 
approaches to be used.  

26. 
.  The 

2019 Australian Infrastructure Priority List has identified “a record 121 nationally 
significant proposals and a [AUD] $58 billion project pipeline” for the next 15 years.  
The 2019-20 New South Wales Budget, handed down on 18 June 2019, includes a 
AUD$93 billion capital programme over four years to 2022-23.  This programme is 
partially funded through asset recycling.  
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27. In addition to record levels of infrastructure investment, the Australian States are 
advancing large PPP programmes.6  The graph below illustrates the scale of 
investment in greenfield PPPs in Australia as compared to New Zealand over the past 
10 years.7 
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6 In Victoria, three PPPs are currently under procurement.  Projects under procurement include the North East 
Link, which is $7-9 billion AUD for the first package and the Northern and Southern Roads Upgrade, which totals 
$2.2 billion AUD.   In New South Wales, two PPPs are currently under procurement, including Sydney Metro (City 
& Southwest), which has a cost range of $11.5 billion to $12.5 billion AUD. 
7 Data taken from Inframation Deals database as at 13/06/2019.  
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There are still opportunities for infrastructure investment in New Zealand 

35. There are a variety of alternative financing models.  These models are typically best 
suited to large scale projects, or bundles of smaller projects, where they deliver 
efficient whole-of-life solutions.  

Alternative financing models can be tailored to address Government concerns   

36. Alternative financing can also be tailored to take account of specific policy 
requirements.  For example, if the intent is to avoid using the private sector in 
operations, it would be possible to focus on a ‘Design, Build, Finance and Maintain’ 
contracting model and retain the whole-of-life view within government policy 
parameters. 

37. There are a number of common criticisms of alternative financing mechanisms centred 
around their cost, complexity and the lack of government control once they are in 
place.  However, the complexity and control issues can be addressed by ensuring that 
financing mechanisms are used only for the right types of infrastructure project (i.e. it 
must be of sufficient size and longevity) and are put in place through a strong 
procurement process where all parties have mature contract management capabilities 
and have an appropriate level of risk transfer.   

38. There are planned infrastructure projects that have scope to be delivered through 
alternative financing models: 
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a 

b 

c The KiwiRail ferry procurement could be delivered through more traditional 
project finance solutions. 

39. These opportunities are discussed briefly below.  A more detailed discussion of each 
project and how alternative financing could be used to deliver them can be found in the 
Appendix to this Report.   
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PPI is emerging as a new alternative financing model  

47. The PPI is emerging as a new alternative financing model in New Zealand.  Under the 
PPI model, public funds, such as ACC or NZSF, finance the delivery of infrastructure.  
This financing can be delivered through a NZ PPP model or BOOT structure – the 
material difference is that the capital comes from a Crown-owned investment fund as 
opposed to a private fund. 

Project financing could also be used to deliver the new interisland ferries   

48. KiwiRail is planning to procure two new interisland ferries, which could be financed 
through standard project finance structures.  Project finance involves financing the 
development of an asset through the revenue stream generated from the utilisation of 
the asset.  This could be in the form of a loan against a commercial asset, such as two 
ferries.  This approach could eliminate or reduce the need for a Crown contribution and 
allow costs to be spread over time.  

Many of these models have been used successfully overseas  

49. Alternative financing models have been used for analogous projects overseas, for 
example:  

a The United Kingdom’s water regulator has instructed that the privately owned 
water companies need to competitively tender projects of a certain size (>$200 
million) using alternative financing models (similar to how KiwiRail could deliver 
their new ferry fleet). 

b Internationally, universities frequently procure new student accommodation 
through alternative financing arrangements spanning up to 50 years (similar to 
the New Zealand Defence Force’s planned investments in accommodation, 
messing and dining, which is noted in the Appendix).  

c Local authorities in the United States regularly set up wholly owned SPVs that 
have the ability to charge beneficiaries (similar to the IFF model). 

s9(2)(f)(iv)
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Appendix: Potential Candidate Projects for Alternative Financing Models  

Title Procuring 
Agency  

Estimated 
Transaction 
Value 

Project Background  Potential Role for Third Party Capital   

Interisland 
Ferry 
Procurement 

KiwiRail The existing ferry fleet is nearing the end of its economic life 
and does not have sufficient capacity to meet forecast 
demand. KiwiRail is advancing plans for the design and 
procurement of new replacement ships.  

$35 million has been allocated in Budget 2019 for 
KiwiRail to advance its procurement plans, including 
assessment of alternative financing models.  The 
new boats are commercial assets, meaning they 

s9(2)(f)(iv)

s9(2)(f)(iv)
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Title Procuring 
Agency  

Estimated 
Transaction 
Value 

Project Background  Potential Role for Third Party Capital   

investments by 
KiwiRail.  KiwiRail expects to make an investment commitment in 

2020.  
could be financed using a project finance approach. 
The project is sufficiently large that debt and equity 
providers will be interested in the project.  Financing 
solutions will enable the upfront capital costs to be 
spread over time, reducing demand on available 
capital allowances.  

KiwiRail could borrow against the future cashflows 
of its ferry business with the boats serving as 
security for the lenders.  There are a range of 
funding and financing options for this procurement, 
including: 

KiwiRail obtaining a pre or post-delivery loan 
secured against the vessels: 

• A third party financing and building the ships 
and providing marine operation services to 
KiwiRail. 

• A third party financing, building and operating 
the ships, with KiwiRail leasing the ships. 

Options where the private sector is required to build 
and maintain the asset and is paid on an availability 
basis would provide strong incentives for efficient 
whole-of-life service. 

s9(2)(f)(iv), and s9(2)(j)

s9(2)(f)(iv)
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Title Procuring 
Agency  

Estimated 
Transaction 
Value 

Project Background  Potential Role for Third Party Capital   

s9(2)(f)(iv)
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Title Procuring 
Agency  

Estimated 
Transaction 
Value 

Project Background  Potential Role for Third Party Capital   

New schools  Ministry of 
Education  

$300+ million 
per bundle of 
schools  

The Ministry of Education is in the first stage of a 10-year 
school property programme.  In Budget 2019, $286.8 million 
was committed towards new schools and classrooms. An 
additional $913.13 million has been set aside in tagged 
contingency for new schools and classrooms.  

The 10-year school property programme provides 
an opportunity to deliver new public school facilities 
through alternative financing models.  

Alternative financing models have been 
successfully used to deliver new school property in 
the past.  Under these models, the Ministry of 
Education retains responsibility for the provision of 
teaching services. 

The Ministry of Education benefits through the up-
front agreement of long-term performance 
standards for the assets at a fixed price.  Each of 
the three existing PPP schools bundles have been 
delivered on time with no cost overruns for the 
Crown.  Feedback from principals is that the 
facilities are of high quality and the model frees 
them from having to focus on school property 
issues.  This enables them to focus on educational 
outcomes.  

s9(2)(f)(iv) and s9(2)(g)(i)

s9(2)(f)(iv)
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Title Procuring 
Agency  

Estimated 
Transaction 
Value 

Project Background  Potential Role for Third Party Capital   

Reprioritised 
state highway 
projects   

NZTA  N/A  There are currently no roading projects in NZTA’s near term 
pipeline that can be practicably delivered through alternative 
financing models.  The largest project in their pipeline, 
Manawatū-Tararua District highway, is in procurement 
already.  

Calls on the NLTF exceed available funding. Under the 
current Government Policy Statement on land transport, 
NZTA have revaluated several of their major projects. This 
process has resulted in these projects being deprioritised or 
re-scoped. 

Alternative financing could be used to bring forward 
deprioritised projects with positive BCRs.  The 
NLTF currently operates under a PAYGO model, 
where projects are funded and financed from funds 
currently available from road user charges and fuel 
excise duties.  However, NZTA could use the future 
revenues of NLTF to enable the private sector to 
finance and deliver these projects, while using 
current revenues to deliver its current work 
programme.  We note that Ministry of Transport and 
Treasury officials will provide you with further advice 
on this matter. 

NZTA is currently delivering two major roading 
projects through alternative delivery models.  Once 
completed, these projects will be repaid from the 
NLTF.  The PPP model has allowed these projects 
to be advanced and allowed risks to be transferred 
for what are complex and large projects.  In 
addition, it has brought overseas investment and 
expertise to New Zealand 

NZTA are currently exploring mechanisms for using 
‘financing’ solutions to accelerate delivery of 
projects.  However, without cost-recovery 
mechanisms such as land value capture and tolls, 
financing solutions involve a balancing act between 
advancing delivery of high value projects and 
leaving sufficient resources in the NLTF to deliver 
new projects in future years. 
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