NZTRANSPORT
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From Tim Conder, Kevin Wright, Andrew Couch, Joseph Herde
Date 21 June 2016
Subject Auckland - Future Funding Options

Memo Purpose: % \ Iy

This paper summarizes initial progress on identification of funding and financingiuptions td'address é?'iundiné 'gap
resulting from the Auckland Transport Alignment Project (ATAP). The focus :ﬁ‘nn ﬁmdmg or fmanBlgg‘énﬂpanded
first decade programme, and is not limited to a central government fundmk gap Feedbéd(“o'b smght on the
discussion of options and next steps outlined at the end of this memo. p

Discussion:

ATAP is identifying the preferred approach for developm&AucRamﬁ' tranqupt.system over the next 30 years,
including identifying the nature and scale of any fundm‘g "?ap” The secmd AW deliverable has identified the
potential for such a “gap” to exist, particularly in the first Qecade and alsol batemlally from an Auckland Council
perspective over 30 years. The final ATAP deliverable, quu{August ZOIR, m;ﬂ pmvude more information about the
nature and scale of the funding gap in relatlon 1;6'3 Qcommended s%teg:c a’pgroach

A “long list” of funding and financing op_tjEins_bas'ﬁzé'h 1dentiﬁéd, sﬁ?lnrﬁarized below:

Category Mechaf __» Option
A. Increase existing FE@T&{G‘, E‘T'fares, parhmqhét;es’l* 1. Higher FED & RUC

charges 2. Higher PT fares and parking charges
B. Redirect the existing " v Th[@gh funding assistan’l’s& réte 3. Higher Auckland FAR - all investments

national fund {NLTF) {FAR) to Auckland or allocating 4. Higher Auckland FAR - for agreed corridors/projects

F 2 more of the NI to Muckland 5. Front Loading FAR of agreed Auckland Transport
programmb Y projects
h ¢ : 6. NZTransport Agency delivery of agreed
v N Y corridors/projects (at 100% FAR)

< q " 7  Greater allocation of NLTF to Auckland programme
(o Addltknal Crown 4 \Direct additional Crown investment 8. Crown grant to Auckland (potentially delivered via
Grants to Trans,gﬂrt b % ipFojects /programme or NLTF the NLTF)
D. New Fundfig toofs Network pricing* 9. Road pricing {finance in short term)
Expand use of tolls 10. Toll new roads in Auckland (or existing)
_ 4 Targeted rate/ Land Value Uplift* 11. Introduce new targeted rate or land value uplift tax
E. an%ﬁ\‘* General Crown Borrowing 12. General Borrowing through DMO
\ };.' New Crown Bonds 13. Sovereign Bond issuance
R Auckland Council Bonds 14, Auckland Council bond issuance
F. Combination Package Combination 15. Combination packages for special projects
for Projects 16. PPP for some projects meeting set criteria

Table 1: Long-listed options for ATAP funding under a “funding gap” scenario

* would likely also need to use financing in the short-term
**would need to utilise existing or new funding tools to repay



We note that the categories and options are not prioritized in the table or this paper.
A. lIncreasing existing charges

There are constraints on the ability to increase existing FED, RUC, PT fares and parking charges. Analysis could identify
the additional revenue and the constraints relating to these.

B. Redirecting the NLTF

Options 3,4,5 and 6 on the “long list” are all ways to redirect the NLTF to Auckland projects either/By increasing the
FAR on an Auckland-wide or project-specific basis, or delivering agreed corridors at a 100% FAR eit#ter through re-
designating them as State Highways or via an as-yet-unidentified process for transferring the asset hack to Auckland '
Transport control. The options are not mutually exclusive, and such increases in FAR are comapgtibléwith a lower FA_B
for Auckland in later years {e.g. decades 2 and 3). _ \ :

Option 7, Reallocation of the NLTF to Auckland projects, as opposed to providifigipew funds, could arise by virtue of
the scale of the transport benefits/problems in Auckland. This could be at the.expensa.of other proiects alsewhere in
the country. The net economic impact of this would need to be assesseds

Option 3: higher Auckland FAR (all investments)

Under this option, local road and public transport projects wauld be cosfunded frém the NLTF at a rate higher than
50%. However, this option does not increase transport funding: it merely reaflogates funding from the rest of the
country to Auckland. While it is theoretically possible to'fill @jmost any funding gap with a sufficiently high Auckland
FAR, there are limits to what can be accomplished usipg this'tethod;

Option 4: higher Auckland FAR for agreed cofridors

We are in the process of building a list of prgjects With total capitalcostsin excess of $100 million for consideration
for a higher FAR. Similar considerationg'to those fer Opt/on 2 app}y, namely that this option represents a reallocation
of funding rather than an increase in it;

Option 6: NZ delivery of Agreed Cérridofs / Projects at 200% FAR

Under this option, The Transport Agency would take' responsibility for funding and delivering some projects / corridors
outside the State Highway network (e.g. key,arterial or public transport projects), either via their re-designation as
State Highways or through' a pft:cess for transferting the project back to Auckland Transport.

Projects to be considergd for re-designation s State Highways include:

3) ‘Andrterial road that could potentially be re-designated as a state highway, or
b)=uA rapid transit netwosk (RTN) similar to previous RTNs that the Transport Agency has funded.

With these in mind Takle 2:presents a list of projects being considered by ATAP that could theoretically be delivered
by the Transpott Agency as state highways:




East West Link* 1,983

s 1,983 $ s
Mill Road $ 472 $ 488 S 960
TFUG - SH16 Kumeu bypass S 424 S - S 424
TFUG - Pukekohe 4-lane expressway S 353 S - S 353
AMETI S 150 S 320 S 470
TFUG - RTN from Oteha Valley Road to Grand Drive S - S 100 s 1,640
LRT City Centre to Akoranga S : S 1,100 S 1,100
TFUG - Upper Harbour RTN - 5H18 bus extensions S S 92 S y 347):/,_:_
TFUG — Penlink $ $ 350 $ 3500
Alrport LRT ta north 5 $ 1,450 $ & Qég ™
Grand Total $ 3382 $ 3900 S

Table 2: co-funded transport projects possibly capable of re-designation as State HLghways

* Already envisaged as a State highway project, but not yet designated _-‘

The total estimated cost of these projects is $9.1 billion, of which apgfoxuffate?y $3.4 bllhﬂn falls wd’hln the first
decade. Were the Transport Agency to assume funding and del)eq of {h;ﬁé pro;e;t&(h'is\wuﬁd represent an
incremental cost of $4.3 billion overall {$1.6 billion in the first dec@cje) asﬂJmmg a3 cuc‘f'hnt FAka 53%. This does not
include ongoing MO&R.

b =N, % '-.'"

We note the constraining effect such expenditure would ‘have*bn the State t&hw&? act|v1ty class. No consideration
has yet been given to the present activity class of each gro;eg above anr.he 'hO'EQ{‘l‘llal subsequent available funding
under the activity class in the NLTP. - 2 y_ ’

D8. Road Pricing

Under this option, revenue from roadh prf&fhg fc':'uid be uaed to | )uﬁd Auckland projects, either with or without
Auckland Council co-investment. ifus is basgd on an, ‘ﬁssqrﬁimeﬂ ‘that the road pricing could result in additional
revenue compared to FED and RUG#AS rﬁad pricing, wafd take a number of years to implement, in the short-term
acceleration of projects woulé‘nﬁt&sarﬂ? be reljant on ﬁoaﬁclng or other funding options.

Next Steps for ATﬁ'P Fundlng Options®, ;

A paper will be pxepared mhfth identifies fundmg responsnbllmes for the ATAP Round 3 packages and the extent to
which the fundfng gap is. a'ltnbuted.to e‘tﬁerﬁuckland Council or central government. This will be indicative based on
current funrﬁngaﬁrang‘éments or aéQumpttans

Furthar aubhms wnII be cwne on, o‘ptions selected from the long list and a shortlist developed. Suggested criteria for
assessmem of optlonacoulq mc;ude the effect of an option on the Crown, Transport Agency and/or Auckland Council
balance sheets thé easer ana ‘rapidity of implementation; the likelihood that an option will raise sufficient revenue;
cost of capltal__{wht_rf appllcable), the likelihood of engaging private sector capital; perceived fairness; and so on. The
paper will raéoméﬁﬂ. a prioritised mix of options, drawn from the long list and varying according to the size of the
identifieg: fund[ng gap, based on guiding principles drawn from work on the Transport Agency’s internal Revenue and
Fmandng FrameWork

We will provide additional detail around ways in which the NLTF might be redirected; specifically an analysis of the
effect of different FAR over the three decade period under consideration, including a so-called “frontloading”
scenario, and more detail around the effect on Crown and Council overail funding shares if the Transport Agency were
to take over specified local arterials on a build and operate basis. In addition the paper will consider the effect on
revenue under a range of scenarios of the possible Introduction of road pricing (Option 9), noting that such a pricing
scheme should be regarded as a means to the end of managing congestion rather than of raising revenue.




As with the interim report, the final report is expected to bring together findings, outline a
recommended strategic approach and make recommendations.

The following are draft suggestions as at 29 June 2016. These will be discussed by the Working
Group on 30 June and further refined.

Content of Final Deliverable / Recommended Strategic

Approach
1. A short summary of the strategic context for transport in Aucklandy.ingluding key trends
and the assumed land use/urban form (from the 1st deliverabley updated)
2. The agreed objectives, outcomes for transport in Auckland, anid the most pressing {ssues
and problems to be addressed (what/where/when) (from the 1st deliverable)
3. The new strategic direction (strategic case) for transportdn Auckland (and.the case for

change from current direction). As per the 2nd deliverable /futfurther developed.
Explain key elements of the approach - i.e. a “strategic viston” includirig why'this
approach:

a.

influence travel demand patterns: an outline of the key prograrunes, related
targets and the critical pathway(s) to realisation

b. Clear priorities - priority deficienciesiintervéntions agreed.for each
area/corridor.
c. “Preferred package” of recommiended investments (esgecially the priorities for the
first 10 years). Costs and benefits.of'the preferrfed package
d. Provide new infrastructure; an outline/map’of the agreed ‘completed’ strategic
rapid transit and roading networks (by 2046)as Well as the outlines of the
greenfield areas (frogn TFUG) - with cléar priorities/sequence across the networks
and by corridor (particularly for the first 10 years.)
e. Making better use of existing netivorks; key areas for focus and improvement,
and some targetsfactigns to keep us motivated
f. The outconfies for customers’the stratégic approach are expected to deliver
4, The funding required for the approath, and the scale and nature of any funding gap, and
a pathway for {ftroducing new tool& witere required.
5. Specific agreemeyts {or recommendations for further work) around supporting actions

needed t6 implement the recammended approach e.g. required land use policy and
changes, goveritance and delivery arrangements, GPS review, AKL plan refresh etc.
6. Reference ta)'evidence base to support conclusions and recommendations

As well as.fhe report it would begeod if we can fit on a one Al poster - or equivalent.

Report Structure

A, Executive Summary

B. “Aligned Strategic Approach
1. Background: brief introduction, including:

What is ATAP?
Project purpose and objectives

2. Key Findings

Auckland’s transport challenges (1. Above)
Key conclusions from analysis (2. Above)
Strategic priorities/ deficiencies (2. Above)



3. Aligned Strategic Approach (3. & 4. Above)

s Strategic approach and rationale
Implementation pathway
Preferred package
Costs and benefits
Funding gap

Actions required to implement
Barriers to implementation

L ]
[ ]

4. Recommendations (5. Above)
[ ]

Further work required

C. Background analysis and supporting information (6. From above)

« Further detail & evidence to support findings and recommendations, incliding:
o Methodology
o Options and scenarios tested
o Evaluation results
o Workstream investigations

Appendices and Working papers

Recommendations (on Steps Needed. lnpiement)

PossIBLE ATAP
RECOMMENDATION

Adopt a strategic

Greater network
optimisation focus

new technolggy '

approach that consists
of x, y, x and embed this
in statutory documents

BARRIERS TO
IMPLEMENTATION

ATAP doesn’t flow

through intostatutory

processes. "

Lagle of él'éggf-dhidange ot

how. -tﬁ’ﬁfl_;og'ress.

~Eunding’certainty |

“Lack of incentives

I{'gg'iilatory obstacles to

. . sharing
Proactive approdch.to

Old fleet: slow turnover

Existing agencies not
demand-side focussed

FURTHER WORK
NEEDED POST-ATAP

AmendiGRS (MoT)
Amend Auckland
r (AC)

NZTA and AT to
résource and
prioritise a greater
network
optimisation focus

include in work
programme for
post-ATAP
technology “task-
force™?

Include in work
programme for
post-ATAP
technology “task-
force™

Include in work
programme for
post-ATAP
technology “task~
force™

Identify & set up
best vehicle to take
forward (e.g. task-

ATAP WORK PRIORITIES
FOR NEXT 8 WEEKS

More specific
recommendations to
be developed.

Identify some
possible incentives

ldentify key
constraints and
some suggestions
for specific matters
to address post-
ATAP

Is there evidence to
suggest that existing
agencies can’t do



Take steps to implement
variable network
pricing

Align investménts with
strategic approach and
preferred package

Ensure analytical tools

Public acceptability

Lack of good alternatives
(incl PT)

Equity/distributional
effects

Technical challenges

Privacy issues
National impacts

Implerentation

_ 'Fundfhg gap

Prioritisation & specific
investment decisions

Funding arrangements

Rail funding & decision-
making

Model limited in ability to
evaluate full impacts of

force or
implementation
secretariat)

Pre-pricing
investment
requirements

Impact assessment
and mitigation

More detailed work
on what, how, when,
pathway, <. &
technological.
requitements,
payment method,
grice levels, etc.

‘Ensure key

ofganisations are
set up and
resourced to deliver
this programme.

Determine how to
fund any additional
expenditure to
cover 1* decade
(pre-pricing)

Incorporate ATAP
prioritisation
framework into GPS,
RLTP etc.

Model upgrade

this?

Resuits from tests
with different pricing
levels; impacts on
user net benefits

Indicative pre-
pricing investment
requirements

Identify key areas
that will negd to be.
addressed from
review of ATAP
pHeing options, *

Identify key.areas
that will iéed to be
addressed, and
suggest who should

lead this

The demand
management and
variable pricing
needs some quite
specific recs on way
forward, a proposed
work programme or
approach (i.e. joint
work to deliver
network variable
pricing by x date,
and the following
interim steps).

identify gap &
components (Govt,
and AC)

Develop
pricritisation
framework

Outline possible alt
funding
arrangements

Outline possible alt
arrangements

Identify key issues
and suggestions for



are fit for purpose

Continue to refine Land
use plan

On a 3 yearly cycle, prior
to the GPS updates,
Government and Council
should review this plan,
adjust as necessary and
reconfirm alignment

Large Project Guidance

Business Cases

Recommendations:for
cross cuttingor whole
of systemiissues e g
freight

new technology and
pricing options

Lack of specific guidance
on areas that shouid be
pursued

Overtime, alignment is
lost

Lack of guidance from
ATAP on issues to be
addressed

Generally, how
development of project
business cases should
take strategic approach
into account

Focus onprofilems is the
right afiproach and
continue for réfine and
imbed protéss. ATAP has
been challenged as there

isoften poor information

about the probfem a*
project seeks to address,
and the relative
size/irportance of that
issue relative to others.

Sub-optimal business
cases on large projects

appear to occur when one
darganisation doesn't work
closely enough with other
partners

programme

Fit for purpose
review of ATAP
approach, reflecting
the land use of the
final Unitary Plan.
Continue to seek
opportunities for
greater employment
in greenfield areas
to reduce transport
burden.

AWHC

“Mgss Transit

Greenfield Areas

NZTA should work
with AOs and
industry to ensure
business cases
coming through
address this.
Opportunities for
right sizing the
process should also
be pursued.

matters to address
as part of upgrade
programme

More specific
recommendations?

' Moré specific

recommendations?

Document lessons
fearnt / major
unresolved issues for
major projects

To be developed



The demand management and variable pricing needs some quite specific recs on way forward, a
proposed work programme or approach (i.e. joint work to deliver network variable pricing by x
date, and the following interim steps).

Demand Management (including enabling technoiogy)

Elements of demand management include:

o Land use planning
o Encouraging multi-modal travel
= Public transport, park and ride, interchanges
= Walking and cycling
= Travel planning
= Ride Sharing
= Communication
o Improved Efficiency and Network Management (i;e. Network ©Qptimisation)
»  Traffic management systems (includirig €onnected vehigles)
= Traveller information services
o Pricing
= Network pricing (See next sectjon)
» Parking pricing

Technology can be an enabler of theselements.

It is recommended by ATAP that a greater emphasisiis required on demand management activities
in Auckland. Many of the above elenjentsiare currently being progressed well by the respective
Agencies. However there could be.siguificant benefit frrgreater focus on the following areas:

Ride sharirng-epportlnities
- Improved effigtency and network-management
=  Traffic management systems including connected vehicles
«  Traveller information services

It is recommended by ATAP that:

AT and'NZTA eonsider how. demand management elements should be managed and co-
ordinatediiti Auckland. This should include governance, resources and a forward work
programime. AT and NZTAto report back by Q3 2017 on progress.

- AT and NZTA (potentially through the Auckland Transport Operations Centre (ATOC)) develops
a business cise by @4 2017 for further investment in traffic management systems and traveller
information sefvices.

The 2018 GFS provide greater funding direction and focus for network optimisation in urban
areas. Currently these activities compete against maintenance activities for funding.
MaT/NZTA jointly progress further investigation into connected vehicles, initially focusing on
implementation issues to be overcome.

- AC, working with AT and NZTA, progress the following land use planning opportunities:

o Identify how employment in the west and south of Auckland can be
increased, to reduce the projected increase in average commuting distance
of these areas

o Up-zone areas near the strategic public transport routes (including those
routes being planned)



Network Pricing (including enabling technology)

It is recommended by ATAP that a variable network price for the entire system should be the
ultimate goal. It is proposed to formulate a pathway to this end state.

- Form a joint investigation and delivery team (all ATAP parties. MoT as lead?). This team needs to
be accountable for oversight all aspects of progressing this, including front footing the public
communications.

Scope and undertake initial investigation for pathway options. By Q2 2017 report back with
pathway options to the Minister including recommendations. The initial investiggtions should
include:

o Advice on a realistic implementation timeframe to reach the end staté (vagfable
network pricing for the entire system), taking into account adyarges in‘technology,
changes to the fleet and what other countries are doing.

o The proposed scope for the next phase of investigation into vatiable network pri¢ing.
This is expected to include;

= |dentifying the best pricing, balancing demand miinagement outepmes with
other outcomes '

= Enhancing modelling of network pricing

= Implementation issues to be addressed, ingluding social and ecghomic
elements

« Communication and engagement plan

o Options for practical near term steps thaticotld/provide a shori-term step towards
full pricing, taking into account the iffiplementation timeframe to reach the end state.

o ? \
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