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Kia mohio mai Koe | What you need to know

Draft GPS — proposed funding and investment

The draft GPS identifies an expenditure target for NLTP 2024-27 of $18.7b (after debt repayments),
with $12.4b identified for operating expenditure and $6.2b for capital investment. In lieu of near-term
increases to fuel excise duty (FED) and road user charges (RUC), a Crown capital grant is
proposed to supplement revenue. In addition, it is proposed that NZTA take on an additional $3.1b
of Crown debt.

Funding $bn FY25- FY27 10-years
Core revenue 13.1 46.3
FED/RUC/MVR increases (from 1 Jan 2027) 0.9 14.4
Crown capital grants 3.1 3.1
Debt financing 3.1 3.1
Total Gross Funding 20.2 66.9
Less existing debt repayments (2.3) (10.2)
Plus crown funding for rail 0.7 0.7
Total Net Funding 18.7 57.4

Additional debt

As discussed at the February “Debt Management” Board Workshop, consideration will need to be
given as to whether (or the extent.to which) further debt is assumed, including what assurances
from the Crown are required to support additional debt.

Our view is that additional Crown assurances would provide a high degree of comfort and
recommend consideration be given to the following:

e A new Letter of Comfort — similar to that provided in 2021 in conjunction with the $2b NLTP
support?.

¢ A commitment from the Government to progress, with urgency, the Sustainable Land Transport
Revenue review (formerly the Future of the Revenue System) to address both the quantum and
sources of revenue required to meet land transport investment needs including NZTA debt
obligations.

s 9(2)(f)(iv)

2 “Letter of Comfort regarding debt financing support for the NLTP 2021-24 and future NLTF revenue settings” from
Minister of Finance, 26 August 2021




o s 9(2)(F)(iv)
Activity Class Investment Targets

Investment targets play a critical role in the development of the NLTP. Investment targets are set by
the Board to direct funds to each activity class during the NLTP period. Targets must fall within the
funding range set for each activity class. Targets should also provide sufficient funding to meet
existing funding obligations?. In total, the investment targets should be set equal to forecast
revenue.

Attachment 2 presents an early view of possible investment targets — using ranges at this stage to
indicate the preliminary nature and potential discretion available. Given an overall revenue
constraint, the exercise of this discretion would not be available in all activity classes (i.e. once
investment choices are made in some activity classes, this would eliminate some or all discretion in
other activity classes).

It is stressed that the indicated ranges are preliminary and tentative noting that:

e The draft GPS remains open for consultation and final details of key changes are still to be
confirmed. This includes likely reallocating some activities to different activity classes*. The draft
GPS identifies “increased maintenance and resilience” as a priority. The draft GPS also
expresses concerns about increased funding for public transport services given patronage levels
and the low level of farebox contributions.

o We have yet to receive bids from councils for improvement activities to gauge “funding demand”.
That said, we anticipate there will be limited scope to-adjust funding to meet that demand in the
activity classes of interest, as explained further below.

o Arevised State Highway Investment Proposal (SHIP) aligned to the draft GPS is not yet
finalised.

While any decision making is premature, in considering the allocation of funding between activity
classes and setting investment targets, we can set out some requirements and proposed principles:
o targets must be set no lower than the bottom of the GPS funding range

o targets must be setno lower than the forecast funding needed to complete already approved
activities (there is approximately $4.5b of funding already approved across the improvement
activity classes)

o targets for state highway maintenance (now split into two classes) to be set at the level required
to progressively restore the network to an acceptable level

e a similarly high priority given to adequately funding local road maintenance

e increased provision for emergency works for both state highways and local roads compared to
the current NLTP

¢ Public Transport (PT) services funding limited to that required to maintain current services plus
“essential” service increments only (e.g. CRL enablement, NTS operations)

e targets should allow progress in responding to Government direction through the GPS (incl.
roads of national and regional significance, as well as named PT projects).

3 NZTA has limited powers to revoke a funding approval communicated to a council/ approved organisation as a final
decision.

4 For example, the draft GPS expects that footpath and cycleway renewals and maintenance will be allocated to the
Walking & Cycling activity class (previously included in road maintenance).



These principles will be further developed in conjunction with the draft and final GPS.

Based on these principles, Attachment 2 highlights some of the key issues relevant to each activity
class in more detail. Notably:

¢ little or no scope for new investment in walking and cycling (W&C) activities, given the existing
committed programme and the anticipated transfer to W&C of cycle and footpath maintenance ('1/
costs and W&C components of roading projects approved in 2024-27; Cb

limited funding for new local road improvements with the target likely to be set at the botton&%
of the funding range;

o there will likely be significant affordability constraints in PT Infrastructure with large investment
required for the National Ticketing Service, alongside projects named in the draft cluding
Eastern Busway, Northwest Rapid Transit, Airport to Botany etc.);

» funding for state highway improvements, including for the roads of national @ance, likely to
be set toward the lower end of an albeit very wide funding range. \




Nga tararu matua | Key risks anc ﬁ\bg’we will manage them

Key risk Management approach

There is insufficient funding a@ for We are seeking early advice on whether NIWE
strategic priorities in the revised draft GPS funding will be separate or sufficient.

because the NLTF is exp to fund road If NIWE funding is not separate or sufficient,

or rail recovery activiti [ investment targets will need to be amended
Island Weather Ev and funding approvals may need to be deferred

re-allocates funding between activity classes adjust their programmes should the draft GPS
resulting in partners needing to revisit their undergo significant revision
programmes

2 he final GPS adjusts strategic priorities and Additional time will be provided to partners to

6 Many activities are at the pre-business case stage when submitted for inclusion so their prioritisation at adoption of the
NLTP is based on high level information only.




Key risk Management approach

Increased funding in some activity classes e  Our communications will continue to indicate

results in heightened expectations when where funding is already substantially
much of this funding may already be committed

committed q

o)

Funding availability within activity classesis e Risk adjustments will occur within activit

reduced by factors including price level classes to account for these where possible
adjustments and external factors including

the police negotiations ?g)

GPS direction, NLTF constraint and activity = e Communications with t @gr and Ministry
class ranges may result in some projects/ of Transport includin ack on the draft
programmes being stopped or slowed with GPS should highli ing constraint and
operational implications including NZTA’s implications. Wéppropriate explore

role as a regulator (e.g. Rail). alternative revﬁ and other funding options.







Attachment 1







Attachment 2

Overview of activity class funding ranges and possible investment targets

Improvements

bridge and structures ($120M approx.)

1,000

2,000

3,000

- e s Est. minimum/ | 2024-27 Activity | Possible Inv.
|"f(‘:l|°at"ii Qtjﬂz‘g‘y Key Issues committed | Class Range | Target Range 2024-27 Activity Class Range vs Forecast Spend
ass ! spend ($m) ($m)
Public transport PTA costs to maintain current level of services are $1,895M, tensioning is ongoing. Excludes costs of NTS. Bottom
services P of the target range will require reduction to existing services and/ or cutting NTS, and likely no funding for Capital $1865 $1260 - $2310  $1850 - $2200
Connection/ Te Huia rail or other PT improvements.
State X . . . .
highway pothole NZTAs t(_)_tal mauntenanc_e, opergtlons a_nd renewals bid equals_ $4.45B. Funher work required to test programme $1495 $1370 - $2280 © $1500 - $2050
! deliverability and determine funding split between pothole repairs and operations.
prevention
State h-lghway Inclludes emergency lworks of between $425M-$475M, with an alddltlonall $60M-$90M required for Nationally $2450 $1800.- $2570  $2200 - $2570
o |operations Delivered Activities (incl Asset Management Data System, Te Ringa Maimoa).
£
£
5 Local R.oad pothole Tota! Coan|I malr_ltenance, operations and renewals funding bids are $3.7B. Moderation and tensioning of Council $1780 $1820 - $2530  $1820 - $2200
o |prevention funding bids ongoing.
o
8
3 . ! . .
5 Local l_?oad Inclluq'es separate provision for emergency works of between $320M-$370M as well as Nationally Delivered $1500 $780-$1520  $1300 - $1520
£ operations Activities of $50M-$80M.
o
© Investment $239m needed for IFAS, AMP & RLTP development. Excludes funding for sector research, land transport security,
management innovation fund, and new programme business cases. NZTA's SAP upgrade (~$30m) unlikely to be affordable from $235 $205 - $265 $240 - $265 m
9 the Activity Class.
Ef;'v;‘:‘w“k Incl | iwirail bid is $1.7B. Investment Target will be set relative to Crown funding for RNIP. $790  $740-$1670  $740 - $800 t
NZ Police funding $1.3B- $1.4B. Safety Camera Programme options range $195-$350M. Council/ NZTA RSP
Safety programmes potentially constrained at bottom target. Other activities including alcohol interlock & drug-driving $1660 $1530 - $1830  $1650 - $1800 ‘
programmes require ~$22M.
Public transport $1.495B approx. required for projects in-delivery & $205M for maintenance, operations, and renewals. Costs
Infrastructulse increases and new infrastructure not affordable at lower target (incl. named-GPS projects: Wellington Metro $1695 $870 - $2190  $1600 - $2000 .
substations, Rail Network Growth Impact Management, North West Rapid Transit, Airport to Botany)
Local road $250M approx. requm?d for_ projects in-delivery. Bottom of the activity class'range has been set at $460M. Now $320 $460 - $1210 $460 - $650 I
.2 Improvements needs to fund end-of-life bridge and structures ($70M approx) .
Q
5 Draft GPS directs W&C activity class to fund footpath/cycleway renewal & maintenance. Demand from NZTA and
© |Walking and cycling Councils equals to $218M. Existing committed projects (incl. Ngauranga to Petone, Great North Road) require $490 $275 - $510 $400 - $510
E‘ approx. $315M. New activities and large price increases are not affordable due to GPS range.
State highwa SHIP final bids yet to be received. $1.95B (approx) required for committed projects. Lower target has been set at
9 Y $3.75B, allows a minimum of approx. $2B of funding for new infrastructure. Need to fund RONS and end-of-life $1950 $3750 - $6250  $3750 - $4500 I
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