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In Confidence 

Office of the Minister of Transport 

Cabinet Economic Policy Committee 

Toll road proposals (December 2024) 

Proposal 

1 This paper seeks Cabinet decisions regarding tolling schemes for Ōtaki to north of 
Levin (Ō2NL) and Takitimu North Link. It also seeks Cabinet’s agreement to continue 
with the Penlink tolling scheme agreed by the previous government in 2023.  

Relation to government priorities 

2 Tolling to fund infrastructure is a commitment in the Coalition Agreement between the 
National Party and the ACT Party. 

Executive Summary 

3 Tolling is currently under-utilised in New Zealand, but can play a greater role in 
funding high quality roading infrastructure. It can also provide funding to help bring 
forward investment in roading infrastructure while ensuring that those who use the 
road contribute directly towards the maintenance and operation of the roading 
infrastructure and in return get a higher level of service than alternative roads. To that 
end, I set an expectation through the Government Policy Statement on land transport 
(GPS) 2024 that the New Zealand Transport Agency (NZTA) will consider tolling for 
the construction and maintenance of all new roads.  

4 NZTA has recently concluded tolling consultation on three new roads and has 
submitted proposals to me seeking decisions: SH3 Manawatū Tararua Highway– Te 
Ahu a Turanga, SH2 Takitimu North Link (between Tauranga and Ōmokoroa), and 
SH1 Ōtaki to north of Levin. In addition, NZTA has undertaken a cost-efficiency 
review on the Penlink tolling proposal approved by the previous Government. They 
have proposed amendments to make it more cost-efficient. 

5 Tolling these roads is intended to cover their maintenance and operations costs, as 
well as to contribute to the capital costs of these roads (including financing). Penlink’s 
toll will only cover operations and maintenance costs. 

6 Under the Land Transport Management Act 2003 (LTMA), a road tolling scheme for a 
new road requires an Order in Council, made by the Governor-General, on the 
recommendation of the Minister of Transport. I have reviewed all four tolling 
proposals, I am seeking Cabinet’s agreement to toll three of these roads and develop 
the necessary Orders. 

Background 

7 Tolling is an under-used tool that could have an important role to play in sustainably 
funding the transport infrastructure we need to support productivity and economic 
growth. Tolling is currently rarely used in New Zealand, with only three existing toll 
roads: the Northern Gateway (established in 2009), Tauranga Eastern Link (2015), 
and Takitimu Drive (transferred to NZTA in 2015). However, tolling has previously 
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played an important role in delivering key roading projects (such as the Auckland 
Harbour Bridge and the Lyttelton Tunnel). 

8 I have set an expectation through the GPS that NZTA will consider tolling for the 
construction and maintenance of all new roads. As detailed below, each tolling 
proposal submitted to me will be considered on a case-by-case basis on its merits 
based on the statutory requirements.  

9 In August 2024, I instructed NZTA to consult the public on tolling proposals regarding 
three new roads: Takitimu North Link (SH2 heading into Tauranga), Manawatū 
Tararua Highway – Te Ahu a Turanga (the replacement for the Manawatū Gorge 
road), and Ōtaki to north of Levin. Having considered the results of the consultation, 
alongside other relevant matters, I am now proposing Cabinet agree to new schemes 
for each of those roads except for Manawatū Tararua Highway – Te Ahu a Turanga. 

10 This paper also seeks Cabinet’s agreement to continue with the Penlink tolling 
scheme. Penlink was assessed for tolling and consulted on in 2021/22. Following 
consultation, NZTA proposed a tolling scheme based on two tolling points with an 
end-to-end toll rate of $3 at peak and $2 off-peak for light vehicles ($6 at peak and $4 
off-peak for heavy vehicles). The scheme was approved for tolling by the previous 
Government, but the resulting Order was never made. NZTA now proposes to 
change the number of tolling points to one and to maintain the toll rates. 

11 I am proposing a set of changes to the way we go about developing and consulting 
on tolling schemes in a separate Cabinet paper that accompanies this one, which is 
intended to provide greater clarity for the public regarding how and where tolling will 
be used in future.   

I consider that the statutory threshold for tolling has been met for three of the four 
proposals 

12 Under the LTMA, the Minister of Transport has broad authority to accept or reject 
proposals for tolling schemes, provided the road is new, and that a feasible, untolled, 
alternative route is available to road users. The Minister must also be satisfied that 
the relevant public road controlling authority has carried out adequate consultation on 
the scheme, and with the level of community support for the proposed scheme in the 
relevant region(s); and that the proposed tolling scheme is efficient and effective. 

13 As detailed below, I have considered each proposed tolling scheme individually on a 
case-by-case basis. With respect to each road, I am satisfied that the roads are new, 
and that feasible untolled alternative routes are available to users. NZTA has also 
sought public feedback regarding each proposal. The outcomes of consultation for 
each road are discussed below, and further information about the background to 
each project is attached as an annex. I am satisfied with the level of community 
support, that adequate consultation has been carried out. 

Manawatū Tararua Highway – Te Ahu a Turanga 

14 Manawatū Tararua Highway – Te Ahu a Turanga is fully funded by the National Land 
Transport Fund (NLTF) and is replacing an existing road which was damaged and 
closed in 2016.  

15 The GPS 2024 provides an expectation that NZTA consider tolling new roads 
(including the roads of national significance), where they are likely to meet the 
requirements set out in the Act and toll revenues, net of the costs of tolling the 
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scheme, will make a positive contribution to the costs of the project 

16 This road is near completion, and given the late consultation on this tolling proposal, 
NZTA would be unable to have a toll implemented in a cost-effective manner until 
approximately six months after it opens. Given these factors, I consider this road to 
be outside of the Government expectation that it be tolled. 

17 The public was consulted on a scheme that charged a flat $4.30 toll per trip for light 
vehicles and $8.60 for heavy vehicles. Through the consultation process 12,076 
submissions were received, which is substantially more than any previous tolling 
proposal under the LTMA. Of these submissions, 90 per cent (10,887 submissions) 
were opposed, and 9 per cent (1,121 submissions) were in favour. Two-thirds of 
submitters who were in favour made their support conditional on changes to the 
scheme, such as significantly reduced rates and exemptions for frequent users.   

Ōtaki to north of Levin 

18  
  

 Revenue would be used to cover the cost of tolling infrastructure, 
operations and maintenance and reimbursing the NLTF for costs that exceed the 
Crown contribution. 

19 NZTA consulted the public on a scheme that charged a flat $2.70 toll per trip for light 
vehicles and $5.40 for heavy vehicles. Through the consultation process 2,907 
submissions were received. Of these submissions 79 per cent (2,294 submissions) 
were opposed and 19 per cent (565 submissions) were in favour. Of these 565 
submissions, 199 supported tolling with conditions such as a lower toll rate or 
concessions for locals, however these are not included in the proposed scheme.   

20 NZTA proposed no changes to the scheme following consultation. The scheme is 
expected to raise $127 million over 35 years (NPV)1, with an expected diversion rate 
of 43 per cent. The positioning of the toll points would allow a nine-kilometre northern 
section of the road to be used without incurring a toll, given the high rate of diversion 
on that section of the road otherwise. The entire road would be designated a toll road 
to ensure flexibility if travel patterns change in future and tolling the northern section 
became desirable.   

21 NZTA also provided me background information on a revenue maximising toll of 
$5.00 for light vehicles and $10.00 for heavy vehicles, which would provide $178 
million over 35 years (NPV). However, this would be expected to result in a very high 
diversion rate of around 71 per cent. I recommend that Cabinet agrees to an initial 
toll for Ōtaki to north of Levin of $2.70 for light vehicles and $5.40 for heavy vehicles.  

Takitimu North Link 

22 Takitimu North Link Stage 1 has been fully funded by the Crown (through what was 
New Zealand Upgrade Programme (NZUP)), as was route protection for Stage 2. Toll 
revenue would be used to cover toll infrastructure, operations and maintenance, and 
a contribution to the delivery costs of Stage 2. The balance of Stage 2 would need to 
be funded through the NLTF. 

 
1   P50 estimate, NZTA estimates that there is a 90% probability that 35-year NPV revenue will be 
between $95 million and $162 million. 

s 9(2)(g)(i)

s 9(2)(ba)(ii)
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accompanying tolling reform paper, I propose that toll rates should all be amended 
on the same date nationwide with all increases taking place on 1 July 2027 and every 
three years following this date.  

36 I also propose the Orders for all schemes include empowering toll operators to 
declare toll free days and grant exemptions for certain classes of vehicles. This 
allows flexibility for emergencies, traffic management reasons, or promotional events.   

Cost-of-living Implications 

37 The tolls would be expected to increase costs for motorists who use those roads, 
however there is a free alternative available for each road for those who choose not 
to pay. The alternative is to require all road users (or the Crown) to bear the cost and 
reduce the amount of funding available in the NLTF to support the maintenance and 
operation of other roads. Tolling enables users of a particular road pay a greater 
share of its cost, thereby freeing up the NLTF for other projects.  

Financial Implications 

38 Net tolling revenue is expected to raise approximately $614 million (NPV)7 across 35 
years to offset the operating and maintenance expenses of the roads, with the 
balance reimbursing the NLTF for construction costs associated with the roads.  

Legislative Implications 

39 Orders in Council under section 46 of the LTMA are required to implement these 
tolling proposals. Separate Orders will be prepared for each road and will need to be 
in place before the relevant road is opened. These Orders will establish and confirm 
a road tolling scheme; identify NZTA as the public road controlling authority, the toll 
operator, and the enforcement agency for the road tolling scheme; set the initial base 
toll and how it can subsequently be altered; state that the schemes will use fully 
electronic free-flow tolling systems; and set out the information that NZTA must make 
available to the Minister in relation to the performance of the schemes.  

40 The tolling conditions and preconditions are set out in detail in the recommendations 
section of this paper.  

Regulatory Impact Statement 

41 Separate regulatory impact statements (RISs) have been prepared for the Ō2NL and 
Takitimu North Link proposals. The Ministry of Transport’s internal panel has 
reviewed the RIS’s and provided the following comment: “The panel considers that 
the information and analysis summarised in the regulatory impact statements each 
meets the criteria necessary for Ministers to make informed decisions on the 
proposals in this paper. The legislative scheme provides the Minister with a level of 
discretion when determining whether to recommend specific roads should be tolled. 
In this context, the statements address matters the Minister is required to consider by 
the statutory scheme and draws defensible conclusions about the reliability of 
information on those matters. Each statement is clear about the limitations of 
analysis.” 

 
7 P50 estimate 
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42 An additional RIS is not required for Penlink because one was prepared to support 
the original decision to toll Penlink. 

Climate Implications of Policy Assessment 

43 The Climate Implications of Policy Assessment (CIPA) team has been consulted and 
confirms that the CIPA requirements do not apply to this policy proposal, as the 
threshold for significance is not met. The Ō2NL, Takitimu North Link, and Penlink 
projects have undergone a CIPA assessment as part of NZUP. Manawatū Tararua 
Highway – Te Ahu a Turanga will not undergo a CIPA assessment, as its 
construction was supported by funding from the NLTF, meaning there was no 
Cabinet decision. 

Population Implications 

44 There are no direct or specific population implications arising from the proposals in 
this paper as the tolls are intended to apply to all users, except for emergency 
vehicles (which are exempted under section 52 of the LTMA).  

Human Rights 

45 No human rights issues have been identified. 

Use of external Resources 

46 NZTA has used external resources in the preparation of these tolling schemes, 
including for traffic and revenue modelling, peer review and for other expertise in 
developing the tolling proposals. 

Consultation 

47 NZTA and the Treasury were consulted on this paper. The Department of the Prime 
Minister and Cabinet was informed.  

Communications 

48 I intend to announce these decisions later this year, as I consider it important to 
provide certainty to the communities affected as early as possible.  

Proactive Release 

49 This Cabinet paper (and associated minutes) will be released within 30 business 
days of final decisions being confirmed by Cabinet, subject to redactions as 
appropriate under the Official Information Act 1982.  

Recommendations 

The Minister of Transport recommends that the Committee: 

1 note that the New Zealand Transport Agency (NZTA) seeks Orders in Council under the 
Land Transport Management Act 2003 for tolling schemes to contribute to costs 
associated with three new roads: Manawatū Tararua Highway – Te Ahu a Turanga, 
Ōtaki to north of Levin, and Takitimu North Link; 
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2 note that the Minister of Transport (the Minister) has reviewed the Penlink tolling 
scheme agreed by the previous government; 

3 note the Minister considers Manawatū Tararua Highway – Te Ahu a Turanga to be 
outside of the Government expectation that it be tolled; 

Proposals  

4 agree that the Minister recommend to the Governor-General that an Order in Council be 
made allowing the Ōtaki to North of Levin road be tolled, up to $5.40; 

5 agree that the Minister recommend to the Governor-General that an Order in Council be 
made allowing the Takitimu North Link road to be tolled, up to $8.20; 

6 agree that the Takitimu Drive toll scheme will exempt drivers from that toll if they are 
also travelling along Takitimu North Link in the same trip; 

7 confirm Cabinet’s previous decision to issue drafting instructions for an Order in Council 
for the Penlink tolling scheme [CAB-23-MIN-0087 refers]; 

8 agree to EITHER 

8.1 deliver the Penlink tolling scheme with one toll point which is estimated to 
generate $122 million NPV revenue 

OR 

8.2 deliver the Penlink tolling scheme with two toll points which is estimated to 
generate $141 million NPV revenue 

Next steps 

9 invite the Minister to issue drafting instructions to the Parliamentary Counsel Office to 
draft Orders in Council, under section 46(1) of the Land Transport Management Act 
2003, which:  

9.1 establish road tolling schemes as identified in recommendations 5 to 8;  

9.2 identify NZTA as the public road controlling authority, the toll operator and the 
enforcement agency for each of the road tolling schemes; 

10 agree that the Orders in Council specify that NZTA provides a report to the Minister at 
least 10 weeks prior to tolling commencing with details on the following matters:  

10.1 the service standard obligation to road users;  

10.2 the method of publicising the toll in advance of the road opening; 

10.3 the signage and other information that will be used to inform drivers approaching 
the road, of the toll and options for paying;  

10.4 a technical description of the proposed components of the toll collection system 
and key performance indicators, inclusive of error rates, revenue levels, and 
health and safety issues; 
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10.5 the structure of the administration fees for all payment methods and all penalty 
fees;  

10.6 the continued existence of a feasible alternative route;  

11 agree that the Orders in Council should be drafted to:  

11.1 empower the toll operator to set toll tariffs within the maximum limit of $8.60 at 
the commencement of the scheme;  

11.2 include automatic adjustment of toll rates linked to the Consumers Price Index 
(CPI) every three years on the same date for every scheme, starting 1 July 2027;  

11.3 include permission for changes to toll rates above the CPI to be made with the 
written approval of the Minister;  

11.4 below the maximum toll, provide that the toll operator may levy different levels of 
tolls in respect of different classes of person / motor vehicles; travel at different 
times of day or days; and travel in different directions; 

11.5 in addition to the exemptions set out in s52(5)(a)-(c) of the Land Transport 
Management Act 2003, empower the toll operator to:  

11.5.1 declare toll free days – i.e., days or periods on which all classes of 
vehicle are exempt, either for promotional or sponsorship reasons or 
for traffic management reasons;  

11.5.2 grant exemptions to different classes of vehicle or person;  

12 agree that the toll operator be required to establish an electronic system for toll 
collection that:  

12.1 does not hinder the free flow of traffic;  

12.2 enables a user of the toll road to pay a toll automatically (for example, by 
automatic deduction from a toll account held by the toll operator);  

12.3 enables a user of the toll road to pay within five working days after the toll road;  

13 agree that the toll operator be required to ensure that the details of the tolls that are 
payable, and the payment methods offered by the toll operator, are published on a 
website maintained by or on behalf of the toll operator for the duration of the road tolling 
scheme;  

14 agree that the toll operator be required to supply the following information to the Minister 
every 12 months from the date that tolling begins:  

14.1 actual traffic volumes compared to forecast traffic volumes for each class of 
vehicle;  

14.2 actual toll revenue compared to forecast toll revenues;  

14.3 the ongoing status of the alternative route;  

14.4 a network utilisation performance report to include an analysis of the response of 
traffic to tolling, and any traffic management method used to vary the response;  
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14.5 if there has been a significant change to the method of toll payment since the 
previous annual report to the Minister, a description of the new method;  

15 agree that the toll operator be required to make a summary of the information listed in 
recommendations 14 above available to the public generally by including it in its annual 
report and on its website;  

16 authorise the enforcement authority to have access to law enforcement information held 
by a holder agency under the Privacy Act 1993 for the purposes of enforcing toll 
payments, so long as the enforcement authority complies with the security system 
agreed between the toll operator and the Minister;  

17 agree that the toll operator be required to publicly notify the toll level or levels, 
exemptions and proposed date on which tolling will begin at least once in each of the 
four weeks preceding the proposed toll commencement date;  

Unforeseen matters 

18 authorise the Minister to determine any matters of policy or legislative detail that arise in 
the development of the Orders in Council, in line with the decisions in this paper. 

Authorised for lodgement. 

 

Hon Simeon Brown 

Minister of Transport  
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Annex one – details of the tolling proposals as recommended by NZTA 
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