
BRIEFING 

Investment strategy scenarios for GPS 2021 

Reason for this 
briefing 

To seek further decisions required for preparing a draft GPS 2021. 

Action required Discuss outstanding areas at your meeting with officials on Monday 18 
November 2019. 

Deadline 18 November 2019. 

Reason for 
deadline 

We are scheduled to deliver a draft GPS 2021 by 3 December 2019. This 
paper seeks further decisions to support the development of the draft GPS. 

Contact for telephone discussion (if required) 

Name Position 
Telephone First 

contact 

Helen White Manager, Investment 

Bryn Gandy Deputy Chief Executive, Strategy and Investment 

Danielle Bassan Senior Advisor, Investment 

MINISTER’S COMMENTS: 

Date: 15 November 2019 Briefing number: OC191184 

Attention: Hon Phil Twyford Security level: Budget sensitive 

Minister of Transport’s office actions 

 Noted  Seen  Approved

 Needs change  Referred to

 Withdrawn  Not seen by Minister  Overtaken by events
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Purpose 

1. This briefing is to confirm your preferred strategic direction for GPS 2021 and seek your
views on some of the assumptions and steers needed for preparing a draft GPS 2021. This
briefing covers:

1.1. Cost pressures that may impact GPS implementation 

1.2. Initial advice on Funding Assistance Rates 

1.3. Regional Improvements funding assumptions 

1.4. Coastal shipping activity class options 

Comment 

2. Through discussions with officials and Associate Ministers you made significant progress
towards your preferred investment strategy for GPS 2021.

3. Officials will turn this into a draft GPS but will need to work closely with NZTA on some of the
detail required. To enable this, there are some outstanding questions and assumptions
where it would be useful to know your views. They are summarised in this paper, and
supported by detail in the attached A3s.

Your priorities for GPS 2021 fit within revenue forecasts if Future of Rail contributions are 
reduced 

4. The attached A3s translate the steers you have provided into a summary strategic direction,
covering your discussions with Minister Genter and Minister Jones and highlighting any
areas that you have not signalled as priorities for GPS 2021 (annex 1 and 2).

5. Your office has indicated that you may consider reducing indicative NLTF contributions to
implement the Future of Rail from $123 million per annum to $100 million per annum. This
means $23 million per annum could be put towards other priorities. The scenarios set out in
this briefing assume you are content to take this approach but we will confirm this with you
when we meet on 18 November 2019.

6. Two sets of corresponding draft activity classes have been supplied. They reflect low (annex
4) and high (annex 3) investment scenarios, depending on where you set your level of
ambition on some of your investment areas. More investment will allow a greater level of
ambition, whereas less investment will provide for small, limited improvements.

7. Current revenue forecasts, plus reduced Future of Rail contributions, can accommodate the
low scenario. Phasing of Let’s Get Wellington Moving (LGWM) is still to be decided. This
may help smooth pressure over the course of the GPS, but is unlikely to affect overall
available investment as you still wish to meet the commitment in full.

8. You have signalled that you do not wish to pursue Petrol Excise Duty (PED) and Road User
Charges (RUC) increases at this time and will see how natural increases in vehicle
kilometres travelled affect revenue. We could put wording in the strategic direction and
design the upper end of funding ranges so that if revenue increases, the GPS would enable
NZTA to deliver to a higher level of ambition. Communication would need to be carefully
managed so that it is clear to councils that the high end of ambition would only be achieved if
revenue increases.
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Considerable pressure will remain on the NLTF and this may affect delivery 

9. Whilst the priorities you have selected just fit within revenue forecasts on paper, you should 
note that the figures are only estimates. Actual costs are only determined when an NLTP is 
set, projects are confirmed for funding and business cases are completed. Even then, cost 
increases are common as infrastructure projects get under way.  

10. Furthermore there are known cost pressures that may call on the NLTF: 

10.1. If Cabinet fund public transport subsidies through the Green Transport Card there 

would be a $2 million to $4 million annual call on the NLTF to cover administration 

and increased patronage.  

10.2. The NLTF agreed to set aside $1 million per year for three years to fund Supergold 

card subsidies. Due to patronage growth, NZTA suggest this could increase to $8 

million per year. We are working with NZTA to understand the materiality of the 

funding issue and we will provide further advice if required.  

  

10.3. GPS 2021 signals on state highway designations, spatial planning and coastal 

shipping may fund initial work/business cases for large infrastructure projects. This 

may set the expectation that funding to carry out those large projects will be made 

available. Current revenue forecasts do not include provision to fund such projects. If 

NZTA brought such projects to light you could seek support through: 

10.3.1. budget bids 

10.3.2. the PGF 

10.3.3. any future rate rises in the NLTF.  

11. By signalling priorities that could use all available revenue, NZTA may still need to make 
trade-offs within the strategic direction you have set to cope with the known cost pressures. 
You should be aware that this may mean delivery does not go as far or fast as you may 
hope, if revenue were higher (creating more flexibility for the NZTA to meet pressures and 
fund new initiatives). From another perspective, the tight envelope could encourage NZTA to 
find efficiencies and/or innovate in order to meet your delivery expectations.  You receive 
NZTA quarterly reporting, which will show progress. 

Funding Assistance Rates (FAR) could be altered so that councils can get local priorities 
over the line by contributing funding 

12. You have directed the Ministry to consider changes to the FAR policy for GPS 2021. We 
have considered your objectives for this purpose to be: 

12.1. ensuring a mode neutral approach — incentives of the current FAR policy may distort 

delivery of the best solution from a mode-neutral perspective 

12.2. those who benefit from a project should contribute to its cost 

12.3. giving further buy-in for councils to plan for and contribute to the development of 

urban state highways 
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13. Changes to FAR policy can also have possible implications for NLTF revenue. For example, 
a lower FAR for state highways would require a local share, therefore reduced NLTF funding 
requirements. 

14. While FAR is an NZTA policy setting, Ministers can set criteria for how it is set. This is 
seldom used — the last time was in 2008 to increase the FAR for community-led initiatives. 
FAR settings have only been subject to small changes since the 1920s, and the high-level 
settings (such as the 100 percent funding for state highways) have never changed. The 
previous review in 2012–2014 gradually implemented changes over 2015–2019, and the 
changes were mostly limited to ensuring the distribution of FAR between different regions 
reflected demographics and affordability. Local government has been highly engaged with 
any FAR policy review, because small changes can have significant impacts on councils’ 
expenditure requirements. 

15. The Ministry agrees that changes to FAR policy could potentially help to progress your 
objectives of ensuring mode neutrality, ensuring those benefit contribute appropriately to 
projects, and council buy-in to 100 percent FAR projects. 

16. However, it is unlikely that FAR can help to make the GPS 2021 more affordable. In previous 
engagement with local government, we have heard that councils have limited capacity for 
additional investment in transport. Current local government investment in projects that are 
co-funded with the NLTF is $1.1 billion per year, and over 50 percent of this goes towards 
local road maintenance, with the rest contributing to public transport, walking and cycling, 
and local road improvements. Without increasing the $1.1 billion envelope, we would be 
limited to changes to how the existing contribution is distributed. 

17. We know from previous experience that setting criteria that could change FAR policy will 
create significant nervousness for local government. The primary concern for councils is 
around whether the policy change could theoretically increase their transport funding 
requirements, or change the system that they are used to. We would therefore not 
recommend considering such changes without thorough engagement and analysis, which 
cannot be achieved in the timeframes for GPS 2021. 

18. There are other ways to achieve your objectives through the GPS, which we are currently 
looking into further. For example, the GPS 2021 can direct the NZTA to work with councils to 
find proposals similar to previous city deals that involve local contribution to projects that 
would typically have a 100 percent FAR. We will provide you a briefing on this and detailed 
advice on FAR itself in the coming weeks. 

Under the current assumptions for the strategic direction, the regional improvements activity 
class is low 

19. The regional improvements activity class was created in GPS 2015 to improve the transport 
level of service outside of major metropolitan areas to support regional economic 
development. Under the current definition Wellington, Auckland, Hamilton, Christchurch, 
Tauranga and Dunedin are excluded as they are major metropolitan areas.   

20. Under your draft strategic direction for GPS 2021, the regional improvements class would be 
mainly consist of activities that now fall under the Road to Zero, and therefore would feature 
in a safety activity class (if one was set up – OC 191000 will refer).  

21. You expressed State Highway Improvements for urban growth outside Auckland and 
Wellington as a priority. Working with NZTA, we have interpreted this to be additional state 
highway regional improvement works. This may include activities like building reliable access 
to West Coast, port access and improvement in Napier or and town centre upgrades in 
Northland. Actual activities would vary and would depend on the level of funding that you 
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signal within a range of $112 million to $1.12 billion over 10 years. These activities could fall 
into the regional improvements class, if spent outside major metropolitan areas. However if 
you follow the recommendation for the low scenario (which fits within forecast revenue) it 
would provide $0 million to $20 million annually for the regional improvements activity class.  

22. On Monday 18 November 2019, officials would like to discuss with you: 

22.1. whether we have correctly interpreted your ambition for State Highway Improvements 

for urban growth (as per paragraph 17). If our interpretation was correct we can 

refresh the activity classes to include this decision in the regional improvements 

activity class (attached activity classes place it in the state highway improvements 

class until we have confirmed your aim).  

22.2. If your aim was more akin to re-evaluated state highway projects, then this would 

require a higher level of investment (likely $500 million at a minimum). If you add this 

to the low scenario, then it would exceed current revenue forecasts. 

22.3. your views on whether the regional improvements class under the low scenario. 

We want to know if you have views on how to reflect coastal shipping in activity classes 

23. You have confirmed that support for coastal shipping is a priority for inclusion in GPS 2021. 
We will work with NZTA on designing how this will work in practice (OC191094 provided on 7 
November 2019 refers). There are options for how to reflect coastal shipping funding: 

23.1. Adding funding to an existing activity class such as investment management, and 

expanding the definitions to include coastal shipping  

23.2. Adding funding to several existing activity classes, and expanding the definitions to 

include coastal shipping 

23.3. Making a dedicated coastal shipping activity class, with funding only shown for the 

first three years. 

24. If coastal shipping is part of another activity class it may be crowded out by other activities, 
or more coastal shipping may be funded instead of other activities you have signalled. You 
could request specific coastal shipping reporting from NZTA if you wanted to have 
transparency. If there are not many applications for funding related to coastal shipping, then 
having the funding within another activity class (not a dedicated class) would mean NZTA 
could use surplus funding on other activities, without requesting a transfer between activity 
classes. 

25. A dedicated activity class would make coastal shipping stand out as a new feature, be 
transparent about funding available, make clear that it is only for first three years with further 
decisions to be made later and people’s expectations would be set appropriately. 

26. We would like to discuss with you whether you have strong views on the activity class 
options for coastal shipping. Each option has merits and your choice will depend on your 
underlying aim. 

Next steps 

27. Following discussions with you on 18 November 2019, we will draft your preferred strategic 
direction into a full GPS or we will return for further discussions pending your availability on 
19 November, 20 November and 25 November 2019. We will draft a GPS 2021 for you to 
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review on 3 December 2019. In order to meet deadlines for cross-party consultation, we will 
need your changes by 5 December 2019.  

Recommendations  

28. The recommendations are that you: 

a) agree to the strategic direction and investment level corresponding 
to the “low” activity classes and set out in the red box on the A3 

Yes/No 

b) discuss the regional improvements activity class with officials Yes/No 

c) discuss your views on a dedicated coastal shipping activity class Yes/No 

d) note the NLTF cost pressures that will still remain under the 
investment scenarios 

 

e) note our initial advice on Funding Assistance Rates, and that 
further advice will follow 

 

 
 
 
 
 
 

 

Helen White 
Manager, Investment Team 

 

 
 
MINISTER’S SIGNATURE: 
 
 
 
 
 
 
 
 
 
 
DATE: 
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GPS 2018 activity classes – for reference

Activity class

GPS 2018 funding ranges Forecast funding ranges 

2018/19
$m

2019/20
$m

2020/21
$m

2021/22
$m

2022/23
$m

2023/24
$m

2024/25
$m

2025/26
$m

2026/27
$m

2027/28
$m

Public transport
630
460

700
510

710
520

740
540

770
560

780
570

800
580

830
610

980
720

1100
800

Rapid Transit
310
60

300
60

150
30

150
0

180
70

540
220

830
340

910
370

710
290

780
320

Walking and cycling improvements
95
60

120
80

145
95

125
80

115
75

115
75

115
75

115
75

115
75

120
80

Local road improvements
230
90

350
150

450
190

490
200

520
220

470
200

480
200

420
180

430
180

420
180

Regional improvements
140
50

180
70

210
80

210
80

210
80

210
90

180
70

190
70

190
80

200
80

State highway improvements
1550
1200

1150
900

1150
900

1300
1050

1000
800

900
700

650
500

600
450

650
500

500
350

Road policing
360
320

370
330

380
330

380
340

390
350

400
350

410
360

420
370

420
370

430
380

Promotion of road safety and demand 
management

60
40

75
50

90
65

110
75

110
75

110
80

115
80

115
80

120
85

120
85

State highway maintenance
700
600

710
600

720
610

740
630

750
640

770
660

790
670

810
690

830
710

850
730

Local road maintenance
720
610

690
590

710
600

720
620

740
630

760
650

780
660

800
680

820
690

840
710

Investment management
80
65

75
65

80
65

80
65

80
65

80
70

85
70

85
70

85
70

85
75

Transitional rail
55
10

175
40

205
95

185
85

120
55

40
15

30
10

5
0

0
0

0
0
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