§l2 MINISTRY OF TRANSPORT
4'\ TE MANATU WAKA

0C250251

23 April 2025

| refer to your request dated 11 March 2025, requesting the following under the Official Information
Act 1982 (the Act):

“I request information on the repayment expectations for private equity contributions in
transport projects.”

Five documents fall within the scope of your request and are detailed in Table 1 below.

# | Document title | Decision onrelease |

1. | 20 December 2023

Land Transport Revenue
System

Refuse under section 18(d) as
the information is publicly
available

2. | 21 August 2024

Transport Assets Indicative
Valuation and Viability of
Concessions

Withheld in full under 9(2)(i)

3. | 4 December 2024

ECO-24-MIN-0293 Toll Road
Concession Opportunities

Refuse under section 18(d) as
the information is soon to be
publicly available

4. | 12 February 2025

PPP Procurement for SH1
Warkworth to Te Hana - Briefing

Withheld in part under 9(2)(a)
and 9(2)(i)

5. | 5 March 2025

ECO-25-MIN-0018 PPP
Procurement for Section 1 of the
Northland Corridor

Refuse under section 18(d) as
the information is soon to be
publicly available

Document 1 is being refused under section 18(d) as it is already published online here.

Document 2 is being withheld in full under 9(2)(i).

Document 3 is being refused at this time as it is due to be published soon.

Certain information in document 4 is withheld under the following sections of the Act:

9(2)(a)

to protect the privacy of natural persons

9(2)(i) to enable a Minister of the Crown or any public service agency or organisation
holding the information to carry out, without prejudice or disadvantage,

commercial activities
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Document 5 is being refused at this time as it is due to be published soon.

With regard to the information that has been withheld under section 9 of the Act, | am satisfied that
the reasons for withholding the information at this time are not outweighed by public interest
considerations that would make it desirable to make the information available.

You have the right to seek an investigation and review of this response by the Ombudsman, in
accordance with section 28(3) of the Act. The relevant details can be found on the Ombudsman’s
website www.ombudsman.parliament.nz

The Ministry publishes our Official Information Act responses, and the information contained in our
reply to you may be published on the Ministry’s website. Before publishing we will remove any
personal or identifiable information.

Naku noa, na

1/
V0 Za®

Mark Hodge
Manager, Transport Financing

transport.govt.nz | hei-arataki.nz Page 2 of 2


http://www.transport.govt.nz/
http://www.hei-arataki.nz/
http://www.ombudsman.parliament.nz/

COMMERCIAL IN CONFIDENCE

MINISTRY OF TRANSPORT

' TE MANATO WAKA

f lJ

12 February 2025 0C250000
Hon Chris Bishop Action required by:
Minister of Transport Monday, 17 February 2025

CABINET PAPER: PUBLIC PRIVATE PARTNERSHIP (PPP) PROCUREMENT.FOR
SH1 WARKWORTH TO TE HANA

Purpose

This briefing seeks your feedback on a Cabinet paper requesting endorsement to proceed with an
Expression of Interest (EOI) for a Public Private Partnership (PPP) procurémentfor SH1 Warkworth to
Te Hana (Annex 1). Subject to your feedback we recommend youundertake,abbreviated Ministerial
and Departmental consultation from 18 to 25 February to, support lodgement on 27 February 2025.

Key points

° GPS 2024 identifies a number of Roads of NationakSignificance (RoNS) and the attached
Cabinet paper advances the section of State Highway)l from Warkworth to Te Hana (W2TH).

° Treasury and the Ministry of Transport have reviewed the advance copy of the Investment
Case and provided you with dur'assessment (T2025/260 / 0C250092 refers). S 9(2)(0)

N v\
° At your officials meeting.on 11 February 2025, you indicated that you and the Minister of
Finance intend to ptogress the Cabinet paper noting the concernsabove. We consider there
issufficient information for you to proceed to Ministerial and Departmental consultation on

your Cabinet paper, noting that some information may change between now and lodgement
as the NZTA Board are meeting on 21 February.

° Given the high cost and risk associated with this project, we recommend you require a report
back to the Infrastructure and Investment Ministers Group at the end of EOI with any
material changes that could impact Cabinet approval at financial close. We also recommend
you request NZTA provide you with the information gathered through EOl and ® %)

° The accelerated timeframe for this project has highlighted areas that require further
attention for future RoNS to help mitigate risks as projects progress through their lifecycle —
the Ministry intends to work with the Treasury and NZTA on how we can improve future
processes.
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COMMERCIAL IN CONFIDENCE

Recommendations

We recommend you:

1 note the economic case provides a BCR

3 note the unitary payments are to be funded out of the NLTF and thes

4 provide feedback on the draft Cabinet paper by Monday 17 F

5 agree to include a report back to the Infrastructure a ment IM rs Group at
the end of EOI with any material changes that couldvimpact Cabihet approval at financial Agree /
close Disagree
6 agree, given the above risks, and subject l%leedb r recommendation 4 Agree /
above, to begin abbreviated Ministeri part ental consultation on 18 February ~ Disagree
ahead of lodgement on 27 Februa
7 note that prior to lodgement, é; required to the Cabinet paper
depending on the NZTA Boar cisio ebruary
Yes / No

8 refer this briefing to @Vlcol@mer of Finance.

QO Hon Chris Bishop
ecu% stment & Minister of Transport

N [ e ] e

Minister’s office to complete: O Approved [ Declined
[0Seen by Minister [ Not seen by Minister

[0 Overtaken by events
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Comments

Contacts

David Wood, Deputy Chief Executive, Investment & )
Monitoring

Mark Hodge, Manager, Transport Financing v

Duncan Wilson, Principal Advisor, Transport Financing V
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COMMERCIAL IN CONFIDENCE

CABINET PAPER: PUBLIC PRIVATE PARTNERSHIP (PPP) PROCUREMENT FOR
SH1 WARKWORTH TO TE HANA

Context

You are due to take a Cabinet paper endorsing W2TH to Economic Policy Committee (ECO)
on 5 March, ahead of the Infrastructure Investment Summit on 13 and 14 March. This will
require lodging the Cabinet paper by 27 February. A draft Cabinet paper is attached for your
feedback.

NZTA provided the Ministry with updated information on the benefits and"PPP efficiencies on
12 February.® 920 Q\\)

These numbers differ to previous advice we have provided yotinGiven the timing,we have
been unable to interrogate these numbers but have incorpotated them.into the attached
Cabinet paper and will follow up with NZTA during the/Ministerial consultation period.

The NZTA board has yet to approve the Investmént,Case

3

5

Given the timing of the Infrastructure Investment Sumniit;.it has been necessary to develop
the attached Cabinet paper in advante of NZTA Board approval of the Northland Corridor
Investment Case. The attached draft Cabinet papér-isibased on advance copies of material
NZTA officials are preparing for theirBoard.

The Board'’s decision is due oh 271 Febfuary with Cabinet paper Lodgement on 27 February.
Any resultant modifieations'to the paper will need to be made in the short time between
Ministerial consultation’and Cabinet paper lodgement.

| 33 &
-

There have been two significant changes since the previous Cabinet paper

7

NZTA's preferred delivery strategy for the whole Northland Corridor has changed since the
previous Cabinet paper [CAB-24-MIN-0259 refers]. The previous strategy of a single staged
PPP was deemed by the market to have low viability, and NZTA has amended its preferred
approach to now include three separate PPPs that may be agreed with different consortia.
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This better reflects market capacity to take on projects this size and increases supplier
competition.

8 Whole of life integration between design, construction, and maintenance is one of the major
benefits of a PPP arrangement and separate PPPs may reduce the incentive for quality on the
design and construction for later sections of the corridor. To mitigate this NZTA is developing
a “Corridor Integration Agreement” so that corridor efficiencies could still be achieved
despite having three separate PPP contracts.

9 For example, NZTA may elect to use the maintenance and operations provider from Section 1
across the corridor as a corridor-wide M&O provider (by mandating that the S OV
Section 3 tenderers partner with the Section 1 M&O provider). This does ZTA into
a corridor agreement and retains flexibility to proceed with a bespoke meach for
future stages. The Northland Corridor RFP will include some subml tlng to the M&O
provider to allow this option to be triggered.

The Cabinet paper recommends proceeding, noting risks O
Ko

10 We have prepared a draft Cabinet paper that seeks

Cabinet paper recommends proceeding

ment to p gress to EOl. The

/260 / 0C250092 refers).
risks with proceeding:

10.3 W2TH requires a significant long-term financial commitment. Estimated annual
availability payment of

11 Noting the risks above, we recommend as part of your Cabinet approval that:

11.1
_This could include a requirement to report back to

the Infrastructure and Investment Ministers Group after the EOI process on any
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COMMERCIAL IN CONFIDENCE

material with any material changes that could impact Cabinet approval at financial
close;

11.2 the EOI process retains sufficient flexibility for the market to put forward a range of
proposals (including non-PPP proposals) to ensure the best value for money options
are presented.

12 5920

Financial implications

B O B

14 As the project is being delivered by NZTA, the liability of the future PPP availability payments
over 25 years would sit on NZTA’s balancé sheet — this,does.not need to be managed against
the capital allowance and therefore hds noiimpact on thé Budget 2025 process.

15 However, as with previous transport PPP transactions, the Minister of Finance will still need
to approve an indemnity forNZTA for the future availability payments, which will represent a
contingent liability for the life of the préjectIf called upon, this would require funding from
future Budget allowances:

16 We are currently’'working with.NZTA’s Finance Team to understand any potential impacts
progressing with(a PPP may have on NZTA’s forecasts.

Lessons forfuture RoNS

17 This process, has highlighted some concerns that, due to timing, may not be able to be
resolved for this project, but should be inform the process for future RoNS.

18 For example, recent Treasury guidance released in November 2024 recommends the use of a
discount rate of 2% from 2024-53 and 1.5% from 2054-83 for non-commercial projects under
the “social rate of time preference” methodology. This changes the value for money
proposition of all long-term infrastructure projects (essentially lifting all BCRs). NZTA has not
yet done analysis to consider the updated relative value between this project and
alternatives to ensure it is the best value for money spend available.

19 Given the size of the RoNS, PPP financing risks creating significant future liabilities. 5 (2)0)
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COMMERCIAL IN CONFIDENCE

However, no set policy or assessment process has been developed for considering when
capital contributions should or should not be made. The PPP Policy Blueprint released in
2024 indicated that capital contributions and their application for PPP projects in New
Zealand would be explored. The Treasury is in the process of developing a policy for when
capital contributions should be considered and how they should be applied to ensure
benefits of the PPP model are retained.

The accelerated timeframes for this project have resulted in several processes taking place
simultaneously rather than sequentially as is preferred (eg, Gateway review and Board
decisions are not finalised prior to Cabinet paper consultation). As a result, insufficient time
is available to assess the proposal in detail and, given the size of the potential invéstment,
introduces significant risk.

We recommend the timeframes for the remaining RoNS be given mgre flexibility to allow for
the required checks and balances and more consideration being given to the off-ramps to
any specific project if they are deemed not worthwhile investments. We will work with the
Treasury and NZTA to improve the processes for future RoNS to try and mitigate'the
challenges and risks identified through this current process.

Next Steps

23

Officials are working to the following next steps:

Milestone Timing

Minister of Transport reviews the draft Cabinet paper (this 12 to 17 February
briefing, 0C250000) 2025
Minister of Transport provides feedback on Cabinet paper to 17 February 2025

Ministry of Transport

Officials updaté drafts'to thepMinister of Transport, seeking
approval to-move 16 depattmental and Ministerial/coalition
consultation

17 to 18 February
2025

Minfisterfprovides’approval for departmental and

L7 S . 18 February 2025
Ministefial/coalition consultation to start

18 to 24 February

Departmental, Ministerial/coalition consultation 2025

Officials update Cabinet paper following Ministerial and coalition
partner consultation, and provide updated draft to Minister of 25 February 2025
Transport

Minister of Transport considers revised paper and provides 26 February 2025
approval to lodge with the Cabinet Office aoruary

Submission of Cabinet paper to Cabinet Office 27 February 2025
Consideration by Cabinet Economic Policy Committee (ECO) 5 March 2025
Cabinet confirmation 10 March 2025
Infrastructure Investment Summit 13 March 2025
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ANNEX 1

Draft Cabinet (ECO) paper: PPP procure

men

UNCLASSIFIED

t for SH1 Warkworth to Te Hana

UNCLASSIFIED
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