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Strictly Confidential 

John Williamson 
Programme Director CRL Developments 
City Rail Link Limited 
PO Box 105777 

Auckland 1143 

11 April 2019 

CRL Economic Assessment Update 

Dear John 

PwC have been engaged by City Rail Link Ltd (CRLL) to update the economic assessment prepared as 
part of the 2015 business case for the project (prepared by Auckland Transport) and undertake an 
assessment of the impacts of various scope changes to the City Rail Link (CRL) on the estimated 
benefits. 

This letter has been prepared in accordance with our Letter of Engagement dated 21 February 2019 
and should be read in conjunction with the restrictions outlined in Appendix A. 

Summary 

We have updated the economic assessment of the CRL base case (as per the 2015 business case) to 
2018 dollars to reflect updates applied to the NZ Transport Agency’s Economic Evaluation Manual 
(EEM) and to allow a comparison with the revised cost estimates being developed (also in 2018 
dollars), noting these are not yet available.  

 Based on a spend profile and escalation rates provided by CRLL, a benefit-cost ratio (BCR) of 1

is still maintained if the capital cost is lower than:

o $5,119 million (unescalated, in 2018 dollars)

o $5,815 million (escalated to the year of spend)

 This value is considered to be conservative as it does not reflect the additional benefits

associated with:

o any scope changes since the business case was completed, for example the inclusion of

9-car future proofing means future benefits would be higher than assessed

o recent growth in rail patronage being higher than forecast at the time of the business

case, as existing rail passengers receive considerable benefits from CRL.
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As previously identified through the Gateway Review process, the overall assessment is still considered 
to be conservative given the use of the standard 40 year assessment period for such a transformational, 
long-life project. When the assessment period is extended to 60 years, the gross benefits increase by a 
further 23%, which would also improve the BCR as the future annual benefits dwarf the annual 
operating costs. The overall benefits would also be expected to increase further if the benefits of recent 
scope changes (eg 9-car future proofing) or growth in rail patronage over the last few years were 
incorporated as noted above. 

Scenario assessment 

CRLL are currently considering a number of scope change scenarios that would impact the cost of the 
CRL infrastructure and consequently the train service patterns that could operate. Changes to the train 
services would have resulting impacts on the benefits that are generated by the project.  

With no ability to undertake detailed transport modelling for the different scenarios due to time 
constraints, we have developed an alternative methodology to estimate the potential impacts on the 
base case benefits of the different scenarios by utilising outputs from transport modelling undertaken 
as part of the 2015 business case. 

Given the limitations of the information available, but recognising that the public transport travel time 
savings make up approximately 60% of the conventional benefits, we have split the methodology to 
estimate impacts on public transport travel time benefits and other conventional benefits separately.  

Following an operational assessment of the different scenarios, only one scenario has been assessed 
using the methodology we have developed.  

Scenario 2a sees the removal of K Rd station from the CRL scope.2 In terms of train service patterns, it 
has little impact as the base case train plan is still applicable. Services running through CRL will have a 
minor reduction in journey time to reflect one less deceleration/acceleration cycle and no dwell time at 
the station. There could however be a minor increase in dwell time at other stations as passenger 
loadings at those locations would likely increase (ie it is not simply a case of removing the passengers 
associated with the station from the system completely). 

Under this scenario it is likely that some (and possibly most) people would continue to travel, perhaps 
to Aotea, and then transfer to a bus or walk back towards their destination. This erodes most (or all) of 
the travel time benefit they were getting with the station in place. However it means that the impact on 
the other conventional benefits may be modest.  

We have developed two cases to estimate the possible outcomes for Scenario 2a: 

 A “possible worst case” where public transport travel time benefits reduce by 22.3% and other

conventional benefits reduce by 16%

 A “possible best case” where public transport travel time benefits only reduce by 50% of the

above and other conventional benefits only reduce by 25% of the above.

2 There are a number of other minor components to this scenario, however they do not impact the train services and therefore 
can be ignored for the purposes of estimating the impacts on base case benefits. 
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Appendix A: Restrictions 

This letter has been prepared for City Rail Link Limited (CRLL) to detail the update of the economic 
assessment of CRL and assess the impacts on the base case benefits of various CRL scope changes. 
This letter has been prepared solely for this purpose and should not be relied upon for any other 
purpose. We accept no liability to any party should it used for any purpose other than that for which it 
was prepared.  

This letter has been prepared solely for use by CRLL and may not be copied or distributed to third 
parties without our prior written consent.  

To the fullest extent permitted by law, PwC accepts no duty of care to any third party in connection 
with the provision of this report and/or any related information or explanation (together, the 
“Information”). Accordingly, regardless of the form of action, whether in contract, tort (including 
without limitation, negligence) or otherwise, and to the extent permitted by applicable law, PwC 
accepts no liability of any kind to any third party and disclaims all responsibility for the consequences 
of any third party acting or refraining to act in reliance on the Information.  

We have relied on information provided by CRLL as part of our engagement and certain information, 
by its nature, is not able to be independently verified. We have not conducted any form of audit in 
respect of CRLL. For information we have not been able to independently verify, we express no 
opinion on the reliability, accuracy, or completeness of the information provided to us and upon which 
we have relied. 

The statements and opinions expressed herein have been made in good faith and are based on 
information as at the date of this letter, on the basis that all information relied upon is true and 
accurate in all material respects, and not misleading by reason of omission or otherwise.  

We reserve the right, but will be under no obligation, to review or amend our report, if any additional 
information, which was in existence on the date of this report, was not brought to our attention, or 
subsequently comes to light.  

This letter is issued pursuant to the terms and conditions set out in our Letter of Engagement dated 21 
February 2019   
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Note that as the residual value is a function of capital cost, it may fluctuate slightly. The value shown 
reflects a capital cost that maintains a benefit-cost ratio (BCR) of 1.0 (discussed later) and is expected 
to be the upper bound value. Any change to the overall capital cost will subsequently change this value, 
though the impact on the total conventional benefits would be minor (a reduction of up to 
approximately $70m (2%)). 

Wider Economic Benefits (WEBs) 

The estimated WEBs associated with the CRL cover three categories: 

 Agglomeration

 Imperfect competition

 Increased labour supply.

SGS previously calculated the agglomeration benefits for the 2015 business case, and the process is 
complex. Without the SGS model or going back to SGS for a formal update, we have used the 
undiscounted values for 2026, 2036 and 2046 (and linear interpolation in between) from the 
supporting SGS report to recreate an approximate profile of agglomeration benefits over time that 
generate the PV of $866 million, based on the parameters in the business case (ie CRL opening in 
2023, a 6% discount rate and 40 year evaluation period). Beyond 2046, we have applied a 
compounding growth rate to generate values that closely match the SGS graph of the undiscounted 
benefit stream out to 2073.4 Based on the business case assessment parameters (discount rate, CRL 
opening year, Year 0 and assessment period) this ‘reconstructed’ agglomeration benefit stream 
generates a very similar PV of $866 million (within 0.05%), and a similar undiscounted value of 
$3,920 million (compared to $4,100 million - within 4.4%).  

When compared with the agglomeration sensitivity tests using different discount rates of 8% and 4%, 
the difference between the SGS reported PVs and those calculated from our reconstructed 
agglomeration stream is 1.2% for the 8% discount rate and 1.3% for the 4% discount rate. This suggests 
that the reconstructed agglomeration benefit stream is a close representation of the SGS model and is 
considered sufficient for the purposes of updating the assessment.  

As agglomeration is typically measured in the change in gross value added (GVA) per worker due to 
the increased productivity associated with higher effective job density (EJD), we have used the change 
in GDP per employed person in Auckland as a proxy for updating the base input data. Based on 
Infometrics data, there has been a compound annual growth rate (CAGR) of 0.7% pa (in real terms) 
from 2014 to 2018 in GDP/employed person in Auckland.5  

To provide an updated estimate of the agglomeration benefits in 2018 dollars we have used the 
reconstructed agglomeration benefit stream over time, adjusted for the updated Year 0 and 
assessment period, applied the 0.7% pa to reflect potential revised base inputs and applied CPI to 
adjust from 2014 dollars to 2018 dollars, using a CAGR of 1.01%pa based on Stats NZ CPI data.  

Employment in the Auckland city centre over the last 4-5 years has grown at a much higher rate than 
the years preceding 2014 and this will have raised the EJD that is used as a baseline in the SGS model. 

4 SGS, Economic Impact of the City Rail Link, Final Report, September 2015 – Figure 4, pg 8 
5 https://ecoprofile.infometrics.co.nz/auckland/Employment/Growth and 
https://ecoprofile.infometrics.co.nz/auckland/Gdp/Growth 
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Britomart, Commercial Bay and Albert St, it could be argued that these costs are ‘sunk’ as there is no 
value to extract from them, for example if the project was cancelled.  

There has been a considerable amount of property purchases as part of the CRL project to date. This 
has a market value that could be realised and so is not considered to be a sunk cost. 

In updating the economic assessment, we have retained the full cost of the project in the cost 
calculation above as we do not consider that the type of scenario we are looking at (ie ‘re-assessing’ a 
project part way through construction) is consistent with the intention of the sunk cost considerations 
in the EEM. It would be appropriate to exclude design costs to date, however this level of granularity in 
the costs has not been provided to us by CRLL.    

Scenario analysis 

CRLL are currently considering a number of scope change scenarios that would impact the cost of the 
CRL infrastructure and consequently the train service patterns that could operate. Changes to the train 
services would have resulting impacts on the benefits that are generated by the project.  

This part of our engagement has been to develop a methodology to estimate the potential impacts on 
the base case benefits of the different scenarios. The timeframe for the assessment is short, which 
means that no transport modelling is able to be carried out and this creates limitations on the accuracy 
of the assessment. These could be substantial, and sensitivity testing is therefore important to 
understand what the potential range of impacts on the benefits could be.  

The information that we have available to assist us and the methodology that we have developed is 
summarised below.  

Information and data 

The economic assessment utilises a number of outputs from the transport modelling: 

 APT model to determine the overall impact on public transport users in terms of travel time

improvements and change in patronage. The outputs are aggregated at a network level.

 ART model to determine the impacts on car users across the Auckland region (excluding the

city centre). The outputs are aggregated at the network level.

 SATURN model to determine the impacts on car users within the city centre. The outputs are

aggregated at the network level.

The fact that the outputs are aggregated at the network level presents a number of challenges when 
attempting to estimate the effects of different scope changes that impact the train services that can 
operate (as the train services are the primary driver of benefit generation).  

RELE
ASED U

NDER THE O
FFIC

IAL I
NFORMATIO

N ACT19
82







STRICTLY CONFIDENTIAL 

City Rail Link Ltd 
11 April 2019 

PwC 14 

As the Western line services receive a considerable distance reduction (ie no longer travelling via 
Newmarket), this relationship appears reasonable. 

Using the data above, we are then able to make a number of broad assessments/assumptions into how 
the benefits can be assessed to allow estimates to be made on the impact of different scope changes.  

Methodology / Developing estimation factors 

To simplify the analysis, we have used the 2036 modelled information to determine proportions that 
are used in the methodology. However, when absolute numbers are required, we have used forecast 
volumes from 2026, 2036 and 2046. For example, if an absolute change is required (as opposed to 
percentage factoring), we insert the appropriate forecast year data in the calculations in the benefits 
model. This could occur when a station is removed, meaning remaining passengers receive a further 
travel time benefit that would be impossible to estimate as a percentage.  

Given the limitations of the information available, but recognising that the public transport travel time 
savings make up approximately 60% of the conventional benefits, we have split the methodology to 
estimate impacts on public transport travel time and other conventional benefits separately.  

Splitting or proportioning the travel time benefits by line incorporates the following: 

 Proportional relationship for travel time savings for the Western/Southern/Eastern lines

 Split of Western rail services in the base case to CRL (85%) and Grafton (15%) based on the

recent AFC modelling (refer Figure 1). This means that for passengers on the Western line, we

assume that the travel time benefits are generated by 85% of the overall patronage, as those

going to Grafton or beyond do not receive any travel time improvement from the do-minimum

(no CRL).7

 Split of Southern rail services in the base case to CRL (75%) and Parnell (25%) based on the

inbound volume split at Newmarket from the modelled patronage plots. This means that for

passengers on the Southern line, we assume that the travel time benefits are generated by 75%

of the overall patronage, as those going via Parnell experience the same travel time (to

Britomart) as in the do minimum (no CRL).8 We acknowledge that some ‘to CRL’ patronage

used in this calculation will actually be on the Otahuhu – Henderson service, so this split could

vary.

The revised proportion of travel time benefits by line is shown in Table 14. Compared to the initial 
proportions (Table 13), the split between the Southern and Eastern line is much closer, once the 
allowance for the line split at Newmarket is taken into account. 

7 This is not strictly the case as the direct West – Otahuhu service will be responsible for some of the overall benefits associated 
with CRL. 
8 This is not strictly the case as some passengers on the services travelling Parnell will be going to Aotea and therefore receive 
significant benefits over the do-minimum. 
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Scenario 2a: Remove K Rd station 

This scenario sees the removal of K Rd station from the CRL scope. In terms of train service patterns, 
it has little impact as the base case train plan is still applicable. Services running through CRL will 
have a minor reduction in journey time to reflect one less deceleration/acceleration cycle and no dwell 
time at the station. There could however be a minor increase in dwell time at other stations as 
passenger loadings at those locations would likely increase (ie it is not simply a case of removing the 
passengers associated with the station from the system completely). There are a number of other 
minor components to this scenario, however they do not impact the train services and therefore can be 
ignored for the purposes of estimating the impacts on base case benefits. 

To estimate the impact on travel time benefits of removing the K Rd station, we can see from Table 18 
that K Rd is estimated to generate 22.3% of the travel time benefits and from Table 17, approximately 
16% of the other conventional benefits. As there are no impacts on the services that are operating, 
looking at, or cutting the benefits in other ways is not required (based on the methodology developed). 

It is important to note that this does not assume that patronage reduces by 22.3%, rather the travel 
time savings generated are reduced. For example, it is likely that some (and possibly most) people 
would continue to travel, perhaps to Aotea, and then transfer to a bus or walk back towards their 
destination. So these people are still public transport passengers, but they are no longer receiving 
much (or any) of the travel time benefit they were getting with the station in place. 

In terms of the other conventional benefits, the impacts could vary, with the 16% likely to represent the 
impact at the upper end. This would mean that virtually all the passengers associated with the station 
reverted back to their behaviour in the do minimum (ie without CRL). They could revert back to bus 
(thereby removing benefits associated with reliability improvements, additional rail users and 
walking) or car (thereby reducing the benefits associated with car travel).  

The recent AFC modelling from March 2019, referred to earlier, incorporated a test that closed K Rd 
station and the impact was minor on overall rail patronage, with most K Rd passengers redistributing 
to Aotea and some to Britomart. This suggests the 16% reduction in conventional benefits in our 
simplified methodology would likely be too high. 

If some did remain on rail, and use Aotea station as the model test suggests will be the case, then while 
their travel time benefits would erode, many of the other conventional benefits would remain (more or 
less proportional to those who stayed travelling by rail). In this case, there could either be additional 
health benefits from walking further, or a different land use response with some employment expected 
around the K Rd station relocating to around Aotea/Mt Eden/Britomart where the rail accessibility is 
much better. This impact is not able to be estimated through this process. 

In addition to these changes, with the station removed, there is a travel time benefit to passengers 
travelling through the CRL tunnels as there is one less stop. The saving is estimated at 1.5 minutes, and 
is applied to the line volume between Aotea and K Rd stations from the base case, reduced by half of 
16% to reflect the likelihood that a proportion (in this case assumed 50%) of passengers who were 
using K Rd would now travel to Aotea (inbound) or Mt Eden (outbound) instead. 
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combination of these changes means that future transport demands have changed since the business 
case was completed and these will have a noticeable impact on the benefits generated by the CRL. 

Economic assessment 
In assessing the benefits of a project, such as the CRL, two scenarios are assessed – one without the 
project (the do minimum) and one with the project (the option). The comparison of the two scenarios 
allows the benefits of the project to be calculated, which then informs the overall economic assessment 
of the project. This was the process followed in the CRL business case that ultimately led to the 
agreement and commitment to deliver the CRL. This decision meant that the CRL, as a committed 
project, has subsequently been incorporated into all future transport networks; the project is now part 
of the agreed do minimum. 

This creates problems for reassessing the benefits of the CRL using the MSM in the standard fashion, 
as there are no future networks without CRL to compare against. The time and effort to create a new 
future do minimum without the CRL is considerable as the entire transport network development over 
the last three years has been predicated on the assumption that CRL will be delivered around 2023/24. 
Therefore to provide an indication of the potential changes to the benefits associated with CRL as a 
result of the revised modelling forecasts within the short timeframe available, an alternative approach 
is required. 

An indicative update to the base case 
We have adopted the recent update of the business case benefits (to 2018 dollars) as the new ‘base 
case’. Details relating to that update process have been reported separately (dated 9 April 2019) and 
should be referred to if further information is required. Through that process we developed a 
methodology for factoring the various benefit streams as a way of estimating the impacts of different 
scope change scenarios being considered. We are able to apply a similar approach to update the 
benefits associated with the business case by comparing the new MSM model outputs with those from 
the original business case modelling in 2015. 

Note that unless specified otherwise, all values discussed are expressed in 2018 dollars. 

Data/information available 

As we have no new do minimum to compare the MSM outputs to, the aggregate network metrics are of 
little use. We are able to utilise morning period rail patronage numbers (by line and direction) and 
boarding and alighting information at each CRL station from the new modelling in MSM and the 
business case modelling in APT to understand: 

 the change in city centre rail station usage (both magnitude and passenger distribution), which

has an impact on the travel time benefits

 the change in overall patronage on each of the three rail lines (Western, Southern and

Eastern).

With the changes in these two data sets, we can calculate a series of factors that can be applied to the 
business case benefits to provide an indicative update to the economic assessment of the CRL. This 
process is described in more detail below.   
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Assessment is still conservative 

As previously identified through the Gateway Review process, the overall assessment is still considered 
to be conservative given the use of the standard 40 year assessment period for such a transformational, 
long-life project. When the assessment period is extended to 60 years, the PV of the gross benefits 
increase by up to a further 24% to $6,641 million, which would also improve the BCR as the future 
annual benefits dwarf the annual operating costs. The overall benefits would also be expected to 
increase further if the benefits of recent scope changes (eg 9-car future proofing) were incorporated. 

Limitations 
We reiterate that the assessment outlined above is indicative only, has been prepared over a short 
timeframe and is based on limited information and the premise that the overall benefits can be 
assessed using a number of overarching assumptions. With additional time, a revised do minimum 
could be developed and modelled to give greater certainty of the changes, though we note that this 
would be a significant undertaking.  

 

We are happy to discuss any aspects of our indicative assessment with you in more detail.  

Yours sincerely 

      

Jarrod Darlington     Craig Rice 
Director      Partner 
Email: jarrod.s.darlington@pwc.com   Email: craig.rice@pwc.com  
T: 09 355 8105      T: 09 355 8641      
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Appendix A: Restrictions 

This letter has been prepared for City Rail Link Limited (CRLL) to detail the update of the economic 
assessment of CRL and assess the impacts on the base case benefits of various CRL scope changes. 
This letter has been prepared solely for this purpose and should not be relied upon for any other 
purpose. We accept no liability to any party should it used for any purpose other than that for which it 
was prepared.  

This letter has been prepared solely for use by CRLL and may not be copied or distributed to third 
parties without our prior written consent.  

To the fullest extent permitted by law, PwC accepts no duty of care to any third party in connection 
with the provision of this report and/or any related information or explanation (together, the 
“Information”). Accordingly, regardless of the form of action, whether in contract, tort (including 
without limitation, negligence) or otherwise, and to the extent permitted by applicable law, PwC 
accepts no liability of any kind to any third party and disclaims all responsibility for the consequences 
of any third party acting or refraining to act in reliance on the Information.  

We have relied on information provided by CRLL as part of our engagement and certain information, 
by its nature, is not able to be independently verified. We have not conducted any form of audit in 
respect of CRLL. For information we have not been able to independently verify, we express no 
opinion on the reliability, accuracy, or completeness of the information provided to us and upon which 
we have relied. 

The statements and opinions expressed herein have been made in good faith and are based on 
information as at the date of this letter, on the basis that all information relied upon is true and 
accurate in all material respects, and not misleading by reason of omission or otherwise.  

We reserve the right, but will be under no obligation, to review or amend our report, if any additional 
information, which was in existence on the date of this report, was not brought to our attention, or 
subsequently comes to light.  

This letter is issued pursuant to the terms and conditions set out in our Letter of Engagement dated 21 
February 2019   
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Strictly Confidential 

John Williamson 
Programme Director CRL Developments 
City Rail Link Limited 
PO Box 105777 
Auckland 1143 

18 October 2022 

CRL economic assessment update 

Dear John, 

PwC has been engaged by City Rail Link Ltd (CRLL) to update the economic assessment first prepared 
as part of the 2015 business case for the project (prepared by Auckland Transport) and subsequently 
updated in 2019.  

This letter has been prepared in accordance with our Letter of Engagement dated 5 October 2022 and 
should be read in conjunction with the restrictions outlined in Appendix A. 

Summary 
We have updated the economic assessment of the City Rail Link (CRL) base case (as per the 2015 
business case) to 2021 dollars to reflect the most up-to-date values and methodologies in Waka 
Kotahi’s Monetised Benefits and Costs Manual (MBCM). This includes using a discount rate of 4% and 
an evaluation period of 60 years, which is appropriate given the long life of the investment. The costs 
of the project (actual and forecast) have also been adjusted to 2021 dollars to allow an ‘apples with 
apples’ comparison with the updated benefits analysis and to calculate a revised project benefit cost 
ratio (BCR).  

The results of the updated economic assessment in 2021 dollars are: 

● Present value of benefits:  $11. 93 billion 

● Present value of costs:  $5.86 billion 

● BCR:    2.0 

The economic analysis of the CRL is considered to be conservative as it includes the costs, but does not 
reflect the additional benefits associated with any scope changes since the business case was 
completed. For example, the inclusion of 9-car future proofing means future benefits from the 
additional enabled capacity can be achieved. 
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gross benefits increase by a further 21%, which improves the BCR as the future annual benefits dwarf 
the annual operating costs. The overall benefits would also be expected to increase further if the 
benefits of recent scope changes (eg 9-car future proofing) were incorporated to offset the additional 
costs (which are included) as noted above. 

The increase in the magnitude of the benefits is considerable when compared to the previous economic 
assessments; however, this is as a result of the combination of: 

● updating to 2021 dollars 

● reducing the discount rate from 6% to 4% 

● extending the evaluation period from 40 years to 60 years, meaning a further 20 years of 
benefits are being counted at a lower discount rate.  

Limitations 
We note that the assessment is based on the original economic assessment for the project undertaken 
as part of the 2015 business case. This used the land use and modelling assumptions at the time, which 
have since moved on with the passing of time. The long-term impacts of Covid-19 on travel behaviour, 
and public transport in particular, are also unknown at this time. Rail patronage is currently 
considerably lower than pre-Covid levels and the recovery period could delay the realisation (and 
impact the associated magnitude) of some of the previously estimated benefits associated with CRL.  

Further detail relating to the base case update is provided in Appendix B. 

We are happy to discuss any aspects of the update with you in more detail.  

Yours sincerely, 

 

      
 

Jarrod Darlington     James Harper 
Director      Partner 
E: jarrod.s.darlington@pwc.com    E: james.f.harper@pwc.com  
T: 027 306 9971      T: 022 012 9874      
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Appendix A: Restrictions 

This letter has been prepared for City Rail Link Limited (CRLL) to detail the update of the economic 
assessment of CRL. This letter has been prepared solely for this purpose and should not be relied upon 
for any other purpose. We accept no liability to any party should it used for any purpose other than 
that for which it was prepared.  

This letter has been prepared solely for use by CRLL and may not be copied or distributed to third 
parties without our prior written consent. We note that CRLL will also share a copy of this letter with 
the project sponsors.  

To the fullest extent permitted by law, PwC accepts no duty of care to any third party in connection 
with the provision of this report and/or any related information or explanation (together, the 
“Information”). Accordingly, regardless of the form of action, whether in contract, tort (including 
without limitation, negligence) or otherwise, and to the extent permitted by applicable law, PwC 
accepts no liability of any kind to any third party and disclaims a l responsibility for the consequences 
of any third party acting or refraining to act in reliance on the Information.  

We have relied on information provided by CRLL as part of our engagement and certain information, 
by its nature, is not able to be independently verified. We have not conducted any form of audit in 
respect of CRLL. For information we have not been able to independently verify, we express no 
opinion on the reliability, accuracy, or completeness of the information provided to us and upon which 
we have relied. 

The statements and opinions expressed herein have been made in good faith and are based on 
information as at the date of this letter, on the basis that all information relied upon is true and 
accurate in all material respects, and not misleading by reason of omission or otherwise.  

We reserve the right, but will be under no obligation, to review or amend our report, if any additional 
information, which was in existence on the date of this report, was not brought to our attention, or 
subsequently comes to light.  

It is not possible to assess with any certainty the implications of Covid-19 on CRLL or the economy as a 
whole, both generally in terms of how long the current crisis may last and more specifically in terms of 
its impact on a specific business or the wider economy. We note our advice is subject to significant 
caveats and caution at this time due to uncertainty that exists for businesses including (amongst other 
matters) the demand for products or services, access to capital, supply chain disruption, and the extent 
and duration of the measures implemented by various governments and authorities to contain and/or 
prevent spread of Covid-19.    

This letter is issued pursuant to the terms and conditions set out in our Letter of Engagement dated 5 
October 2022. 
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Appendix B: Supporting detailed analysis 

Background 
The economic assessment of CRL was first prepared for the business case in early 2015 and the 
benefits and costs were based in 2014 dollars.  

As part of the project’s Gateway Review process, the economic assessment was revised in September 
2016 to reflect updated assessment of reliability improvements (increasing the benefits) and revised 
cost estimates. As the residual value benefit was calculated as a function of cost, this benefit also 
increased slightly.1 The Gateway Review also recommended that the calculation of the WEBs was 
expanded beyond agglomeration only and this was completed to include the benefits associated with 
imperfect competition and increased labour supply. 

The economic assessment was again updated in April 2019 to reflect the updated benefit valuations 
published in Waka Kotahi’s 2018 Economic Evaluation Manual (EEM) – the predecessor to the 
MBCM. 

Base case update 
The updates that we have made to the economic assessment of the CRL are described below: 

● Updated the benefit valuations for reducing CO2, PM10 and NOx emissions and health benefits 
(walking) in line with the MBCM 

● Updated benefit valuations using the MBCM’s update factor for benefits to July 2021 dollars as 
shown in Table 2 

● Reduced the discount rate from 6% to 4% to align with the MBCM 

● Increased the evaluation period from 40 to 60 years, consistent with the guidance for long-
lived infrastructure in the MBCM 

● Inflated the WEBs from the 2015 business case to 2021 dollars, using the same underlying 
approach that was used as part of the 2019 update 

● Extended the construction program until the end of 2025 and set the opening date of CRL to 
January 2026, with benefits starting to accrue from this date 

● Updated capital expenditure (capex) profiles to align with information provided by CRLL in 
nominal terms: 

o Historical capex is escalated using the Heavy and Civil Engineering Construction 
Producer Price Index (Statistics New Zealand)2 to adjust to 2021 dollars 

o Forecast capex is de-escalated by 3.8% per annum to adjust to 2021 dollars. This was 
the escalation rate provided by CRLL for the 2019 update 

● Added a further $700 million (nominal) in capital cost, spread equally across Q4 FY2024 – Q2 
FY2026, as advised by CRLL, and de-escalated as above to adjust the cashflow to 2021 dollars 

 
1 The Gateway Review identified that this method for calculating the residual value reflected a conservative estimate of the 
residual value of the CRL given the extremely long life of the infrastructure. 
2 Statistics New Zealand, Producers Price Index NZSIOC level 4, Quarterly (June 2022) 
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