
Project Playhouse — considerations for the transport 
aspects of the Crown infrastructure investment package 

Reason for this 
briefing 

The Ministry of Transport and the Treasury have analysed the Crown 
infrastructure investment package to identify the next steps for progressing 
and implementing the agreed list of transport projects. 

Action required Confirm that the list of transport projects as outlined in Appendix 1 is the 

final list for delivery 

Note and agree to the package implementation details and next steps. 

Deadline Thursday 19 December 2019 

Reason for 
deadline 

To seek decisions prior to Ministers going on leave for the holiday period. 

Contact for telephone discussion (if required) 

Name Position 
Telephone First 

contact 

Marian Willberg Acting Manager, Investment, 
Ministry of Transport 

 

Matt Skinner Senior Adviser  Investment, 
Ministry of Transport 

 

David Taylor Manager, National 
Infrastructure Unit, The 
Treasury  

 

Gerald Lee Analyst, National Infrastructure 
Unit, The Treasury  

 

Date: 12 December 2019 Briefing number: OC191252 
T2019/4016 

Attention: Hon Grant Robertson 
(Minister of Finance) 
Hon Phil Twyford (Minister 
of Transport 

Security level: SENSITIVE 

Minister of Transport’s office actions 

 Noted  Seen  Approved

 Needs change  Referred to

 Withdrawn  Not seen by Minister  Overtaken by events

To prote t the privacy of 
individuals
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Purpose of report 

1. To provide further information and seek initial decisions on the next steps for implementing
the transport aspects of the Crown’s infrastructure investment package (the package).

The Government has announced additional investment in infrastructure 

2. On 11 December 2019, the Minister of Finance announced that the Government has agreed
to invest an additional $8 billion in infrastructure, with $6.8 billion in Crown capital funding for
new transport projects (with a focus on road and rail).

3. We understand that the Minister of Finance and Minister of Transport (Joint Ministers) have
been given delegated responsibility to take all detailed decisions on the transport portion of
the package prior to announcements on the list of projects being made by the Prime Minister
in late January 2020.

Our analysis is based on an assumed list of transport projects included in the package 

4. We have had initial discussions with Waka Kotahi NZ Transport Agency (Transport Agency)
officials around the package and its components, and how it wou d be delivered. Appendix 1
includes the projects to be delivered, along with the Transport Agency’s estimates of project
costs, and further information on each of the projects.

5. We are working on the assumptions that:

5.1. there is to be no movement on the list of projects 

5.2. specific projects will be announced in late January 2020 

5.3. the actual delivery and assurance mechanisms to give effect to the package are still 

to be determined. 

6. We seek your confirmation that the list of projects as outlined in Appendix 1 is the final list for
delivery.

7. The total midpoints of the projects listed in Appendix 1 (excluding the ‘Other Projects’ at the
end of the list) come to $6 553 billion  This leaves $247 million in the package to provide
contingency for potential cost increases, or to include some of the ‘Other Projects’ in the
package.

We recommend that appropriations be established just ahead of the January announcement 

8. The package is made up of 15 projects that are the responsibility of the Transport Agency,
and three rail projects that would be delivered by KiwiRail.

9. We recommend that funding for the projects be appropriated according to the deliver
agency. This would involve the establishment of two multi-year appropriations for the road
and rail aspects of the package respectively.

10. The sooner that appropriations are established and funding can be drawn down, the sooner
KiwiRail and the Transport Agency can begin to progress the package. Establishing
appropriations now would ensure maximum progress on projects. However, this needs to be
balanced with the Government’s intention to wait until the New Year to make project
announcements and keep information tightly held in the interim.
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11. The Transport Agency considers that it can make some preparations now to speed up
procurement processes once announcements are made, while keeping initial progress
confidential.

12. We recommend that Joint Ministers agree to a similar process as used for the education
investment announcement, with the appropriations being established just prior to the first
announcement in late January 2020.

Cost overruns will need to be managed across the package 

There is a real potential for cost overruns occurring across the package 

13. The costs of the projects included in the package are the midpoints of the Transport
Agency’s estimated minimum and maximum costs. Some element of variation from these
estimates can be expected, which may to some extent balance out across the package.
However, there are some factors that present greater risks for cost overru s.

14. Many of the projects are in their early stages of pre-implementation, meaning further
investigations, consenting and property purchase s equired before construction can begin.
With projects of this size, it is not uncommon for costs to increase as the projects become
further developed.

15. The $6.8 billion package will be the largest single Crown contribution to transport projects in
recent years. Alongside the more than $4 billion per yea  being spent through the National
Land Transport Fund (NLTF) and the step change being made for Crown nvestment in the
heavy rail network, the total number and size of infrastructure projects will exceed usual
levels. There is a risk that the increase in work will stretch or exceed what the sector can
deliver, at least during parts of the programme.

16. The Transport Agency considers that the risks in respect of roading projects can be
mitigated by construction for projects in the package starting as other significant roading
projects (e.g  Transmission Gully  the Waikato Expressway) come to an end. The Ministry
agrees, but is concerned about whether this will be sufficient to deliver the desired
programme, particularly over the next 4-5 years.  There is a particular risk which lies in the
ability of he rail industry to step up total investment in rail, where we know less about market
capacity given the early stage we are at n a ramp-up of heavy rail delivery.

17. Overall, these factors mean that there is a real risk of cost overruns, both at a project and
package level, as well as delays to projects. This needs to be factored into the
implementat on and monitoring processes for the package.

The NLTF has limited capability to manage the possible overrun risk 

18. We estimate that based on the draft Government Policy Statement on land transport (GPS)
2021, the NLTF would have funded, over 10 years, approximately $2.09 billion of projects
that will now be Crown funded through the package.

19. The GPS will utilise the headroom created by investing in other Government priorities, such
as public transport improvements and the Road to Zero safety strategy. The Ministry’s
modelling shows that even with the funding freed up, the NLTF will be particularly tight over
2021/22–2023/24. This is the period where the Transport Agency will be expected to
complete existing commitments, at the same time as making a step change in road safety
infrastructure, public transport investment, and for the first time making some rail freight
investment.

20. If the NLTF was required to fund cost overruns, it would be up to the Transport Agency to
determine what is not funded as a result. Based on the draft GPS 2021 expenditure
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modelling, particularly in the first years of GPS 2021 this would likely come at the expense of 
activities such as public transport infrastructure investment, which is an area where funding 
is tagged without yet having specific projects allocated. However, this could put the 
Government’s ambitions for mode shift at risk. 

21. The Transport Agency also has the ability to borrow up to $250 million for cash flow
management purposes. This allows the Transport Agency to manage the NLTF with some
level of expenditure variability while minimising the impact on other priorities.

22. We recommend that any requirement for the overruns of the package to be funded from the
NLTF should be limited to a maximum amount each year to minimise the impact on other
priorities. This would necessitate the inclusion of a mechanism in GPS 2021.

Principles for managing cost overruns 

23. If cost overruns eventuate, we recommend having an agreed set of principles in place for
how they are to be managed. We seek your agreement to the following process and
principles to be followed.

23.1. Once a potential cost overrun is identified, the Transport Agency (or KiwiRail in the 

case of rail projects) must advise Joint Ministers as soon as practicable, including 

potential funding, scaling, timing and scope options. 

23.2. For cost overruns on a specific project, funds should first come from underruns or 

savings made against other projects in the package. 

23.3. Where cost overruns are identified that cannot be managed across the package, the 

Transport Agency will advise of the appropriateness of the NLTF making up the 

shortfall, up to a cap of $200 million per year. 

23.4. For any cos  overruns that require increased expenditure of more than $200 million 

per year, officials will provide advice to Join  Ministers on funding options. 

All funding is capital expenditure but this will require transfer of local roads to the Crown 

24. The natio al road network is made up of local roads and state highways. State highways are
Crown assets managed by the Transport Agency, while local roads are council owned. This
distinction is relatively unimportant from a user and national network development
perspective, but from a financial perspective determines which party is responsible for
project delivery  ownership, and ongoing maintenance. From a Crown perspective, all state
highway investment is therefore capital expenditure, while contributing to councils’
investment in local roads is operating expenditure.

25. The package has been developed in a way that seeks to ensure that all expenditure is
capital expenditure. Most projects in the package are Crown assets (generally state
highways). However, Mill Road and Penlink are local road projects.

26. Given the projects will be fully Crown-funded under the package, it would be more
appropriate for them to be delivered by the Transport Agency. The most straightforward
means of achieving this would be by transferring ownership of both Mill Road and Penlink
from Auckland Council to the Transport Agency. The result of this will mean that:

26.1. Crown investment on the projects will be considered capital expenditure

26.2. the Transport Agency will have responsibility for project delivery, including the pre-

implementation works (including consenting and property purchase) 
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26.3. the Transport Agency will have responsibility for funding the ongoing maintenance of 

the projects once they are complete 

26.4. Ministers will be able to consider factors such as whether the roads could be 

considered as appropriate candidates for tolling. 

27. The process to transfer a local road to the Transport Agency requires the Transport Agency
to follow the state highway declaration process, which is set out in Appendix 2.

28. Auckland Transport is supportive of both projects, but no discussion about transferring the
roads to the Transport Agency have occurred. Following the announcement of the package,
the Transport Agency’s further work will include engagement with Auckland Transport.

The significant funding for Auckland will require renegotiation of the Auckland Transport 
Alignment Project (ATAP) 

29. ATAP sets out $28 billion of investment over Decade 1 (2018/19–2027/28), which includes
agreed shares from the NLTF of $16.3 billion, $8.45 billion from the council and $1.5 billion
from regional fuel tax. This is an agreement between Auckland Council and Government,
and while it does not commit to specific timing or a complete list of projects, some projects
within the Crown infrastructure package are key ATAP projects.

30. The Crown infrastructure package includes $3.48 billion of investment in Auckland. All of
these projects were in ATAP, but some are Decade 2 p ojects, and the some of the costs of
Decade 1 projects are higher than expected when ATAP was developed.

We estimate the Auckland components of the package will save Auckland $0.77 billion and the 

NLTF $1.96 billion over 20 years 

31. Of the Auckland components of the package, the ATAP modelling assumed:

31.1. the NLTF would contribute $1 3 billion in Decade 1 and $0.66 billion in Decade 2

31.2. Auckland would contribute $0.34 billion in Decade 1 and $0.43 billion in Decade 2.

32. In addition to the modelling done for ATAP in 2018, the package includes $0.74 billion that
will go towards costs resulting from cost increases, changes to projects, or that were
expected to be funded through other means (e.g. tolling and alternative funding for Penlink).

We expect that the package will mean an update to ATAP is required 

33. We consider that the Crown investment package would constitute a major change to ATAP.
This is because it is driven by a new Government initiative that results in a significant change
to project scope, timing, costs and funding sources.

34. The ATAP partners1 have identified that any major changes will require:

34.1. Development of, and agreement to, a Terms of Reference for review of ATAP

34.2. Joint advice from the ATAP Governance Group to ATAP Parties (Minister of

Transport, Minister of Finance, Mayor and Deputy Mayor of Auckland) on changes to 

the ATAP package  

1 The ATAP partners consist of the Ministry of Transport, the Transport Agency, Auckland Council, Auckland 

Transport, Treasury, State Services Commission and KiwiRail. 
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34.3. Updated ATAP Package agreed by Parties 

34.4. Subsequent changes reflected in the Long Term Plan, Regional Land Transport Plan, 

GPS and National Land Transport Programme. 

35. As we have not yet discussed the package with ATAP partners, it is too early to fully
understand the impact of the package and different preferences for how it is reflected in the
modelling.

We note that announcing the projects before discussing with Auckland Council wi l weaken our 
negotiating position 

36. The impact of the package is significant from an Auckland Council and Auckland Transport
perspective, as it will save it around $0.77 billion in expected costs, and will bring forward by
many years some of its key transport priorities. One of the key objectives sought from any
renegotiation of ATAP should be that the council will continue to contribute the same amount
towards ATAP as it would have without the package.

37. Mill Road and Penlink are both projects that are listed in schedule 2 of the Land Transport
Management (Regional Fuel Tax Scheme—Auck and) Order 2018 (Schedule 2 of the
Order), which means they are eligible for funding by regional fuel tax  We had predicted that
most, if not all, of Auckland local share for Mill Road and Pen ink would have come from
regional fuel tax. Regional fuel tax is ‘hypothecated’ to Auckland transport projects, so the
impact of this will ensure that the funding is not directed away from transport. We will provide
advice as part of any ATAP renegotiation on any necessary amendments to Schedule 2 of
the Order.

38. With the Crown far exceeding its ATAP commitment as a result of the package, there is the
potential to use this to leverage additional local share from Auckland than would have
otherwise been the case. Although the ability to do this migh  be limited given the
announcement of projects will already provide the Government’s commitment, we
recommend that you discuss this with the Mayor and Deputy Mayor of Auckland as part of
any ATAP package renegotiation. We will provide further advice on this closer to the time of
announcing the projects.

Governance and assurance measures should be established alongside the appropriations 

39. With previous programmes funded through Crown investment, the Transport Agency has
provided updates on the delivery of projects within its regular reporting. This has included a
section of its qua terly report dedicated to the relevant programme, annual reporting, and
reports at request of the Minister of Transport.

40. We propose requiring similar reporting on the package. At a minimum, we would expect the
Transport Agency and KiwiRail quarterly reports to clearly set out the progress in the quarter
against each project in the package.

41. In addition, the Transport Agency and KiwiRail, jointly with the Ministry of Transport should
report to Joint Ministers at the end of each financial year to outline progress, alongside a
summary of actual spend for the year across the entirety of the package. The annual report
should outline:

41.1. progress on each of the projects

41.2. expenditure to date relative to expected spend at a project level

41.3. any risks with costs and timing
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41.4. forecasts for the following financial year, including an assessment of any cost 

overruns and how they will be managed. 

The package is not a substitute for upcoming KiwiRail Budget bids 

42. The Ministry and KiwiRail have been providing advice on the most critical rail projects that
will require funding through Budget 2020. The projects that make up the package are
separate to those that KiwiRail considers of greatest importance for ensuring a resilient and
reliable rail network, so the upcoming Budget bids remain critical to the Government’s
commitment to rail. Treasury will provide further advice on these initiatives to the Minister of
Finance as part of the Budget 2020 process.

Next steps 

43. We recommend that you write to the Boards of the Transport Agency and KiwiRail setting
out the appropriations and the projects for delivery. This should also detail your expectations
for monitoring and reporting to directly link the appropriations to the governance
arrangements.

44. Timing of the letters should depend on when you are willing to request KiwiRail and the
Transport Agency to commence work on the package. We recommend it comes in mid-
January 2020, prior to public announcement of projects.

45. If you agree to this process, we will provide you with a report in mid-January 2020 seeking
agreement to establish the necessar  appropriations and attaching letters for you to send to
KiwiRail and the Transport Agency directing them to commence work on the package.

Recommendations 

46. The recommenda ions are that you:

(a) confirm that the list of transport projects as outlined in Appendix 1 is the final 

list for delivery of the Crown transport infrastructure investment package (the
package), and the $247 million remain ng be considered as contingency

Yes/No 

OR

(b) advise wh ch of the ‘Other Projects’ in Appendix 1 should be included Yes/No 

(c) agree to the following process for handling cost overruns associated with

projects in the package:

 the Transport Agency (or KiwiRail in the case of rail projects) will advise

Joint Ministers as soon as potential cost increases are identified

 funding for cost overruns will first come from underruns or savings made

against other projects in the package

 the Transport Agency will advise Joint Ministers of the ability of the NLTF

to make up any shortfall across the package, up to a cap of $200 million

per year

 for any cost overruns that require increased expenditure of more than

$200 million per year, officials will provide advice to Joint Ministers on

funding options
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(d) agree that two separate appropriations be developed for road and rail to 

allow for funding for all projects to go direct to the delivery agency 
Yes/No 

(e) note that the package provides significant investment in Auckland, which will 

require a review of the Auckland Transport Alignment Project (ATAP) 
 

(f) direct the Ministry of Transport and Treasury to provide further information 

on the negotiations and opportunities as part of the ATAP review following 
the announcement of the package 

Yes/No 

(g) agree to write to the Chairs of the Transport Agency and KiwiRail in January 

2020 to set out the package and the expectations for delivery 
Yes/No 

(h) note that if you agree to recommendation (g) above, we will provide you with 

a report establishing the appropriations, providing further implementation 
advice and attaching letters in mid-January 2020. 

 

 
 
 
 
 
 

 

Marian Willberg 
Acting Manager, Investment 
Ministry of Transport 

David Taylor 
Manager  National Infrastructure Unit 
The Treasury 

 
 
MINISTERS’ SIGNATURES: 
 
 
 
 
 
Hon Grant Robert on  
Minister of Finance  

 
 
 
 
 

 
DATE: _____/_____/________ 

Hon Phil Twyford 
Minister of Transport 
Minister for Economic Development 

 
 
DATE: _____/_____/________ 
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Appendix 2: Steps for declaration of a State Highway 

1  In determining the route of a State highway, the Transport Agency is not constrained to accept the route of an existing
road, and may, if it thinks fit, declare either permanently or temporarily, more than one State highway between any 
two places. 

2. Consultation must be meaningful but consulted parties do not have to agree to or approve the State highway
declaration.  

3. In Auckland, the Transport Agency must consult with Auckland Transport and Auckland Council.
4. The Transport Agency must, by the same or subsequent consent notice, define the route of the State highway by town,

road name or route position.
5. A road declared a State highway may include land that was not previously constituted as part of the road.

St e igh y d c arat on steps

Must consult with any 
regional or territorial 
authority that may be 

affected3

Survey office plans 
registered with LINZ, 
and Maori Land Court 
Registrar (if applicable)

   m  e u      h   e           g        e  
p an ntly or emp ar ly  mor t an on  St t  ighw y etween ny tw pla

  ion   ean l   p      e     h  S  hi w  d l io

   kl d  h  T          

          qu     h         r  u  

                  

May consult with any 
other population 

group

Transport Agency determines who 
to consult with2

Internal Transport Agency 
approvals (ensuring statutory 

objectives, functions, and 
operating principles are met) 

(ss94-96 LTMA)

Request consent from the Chief 
Executive of the Min stry of 

Transport 

Once SH declared, Transport 
Agency has broad powers of 

control for all purposes 

Governor-General makes Order in 
Council, published in Gazette4

declaring SH5

Order in Council comes into effect 
on date specified in the Gazette 

notice

Existing designations and 
consents to be transferred to 
Transport Agency (if required)

Construction and standard road 
inspection requirements to open 

SH to the public

Must consult with every relevant iwi / 
hapu if likely to affect Maori land / 

land subject to historical, cultural or 
spiritual interest 

Transport Agency determines route 
of SH1

MOT grants consent to the 
Transpo t Agency
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