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So what is a PPP?
A PPP (public private partnership) is a contractual 
arrangement involving the private sector in the 
delivery of public assets and services. 
A state highway PPP brings together the public and private sectors in 
a long-term contractual relationship to deliver the highway. 

In a state highway PPP situation:

• The public sector (ie the NZ Transport Agency) is involved as a 
procurer and regulator of the highway rather than being a direct 
provider of the contract for outcomes to the public.

• The private sector becomes a long-term financier, designer, builder, 
manager and maintainer of the highway rather than just being the 
builder of that highway.

• Full ownership of the highway remains with the Transport Agency.
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What are the characteristics of a PPP?
PPPs can take many forms but their main 
characteristics are: 
• The public sector concentrates on defining the specific outcomes required to be 

delivered.

• The public sector enters into a PPP contract with a private consortium to provide  
finance and arrange design, construction, management, maintenance and services  
of an asset to deliver the required outcomes.

• The contract is typically for 20–30 years. 

• At the end of the contract, control of the asset is returned to the public sector.

• The private sector payments are linked to delivery of the specific outcomes and 
performance of the asset over the contract life.

Why PPPs?
The public sector can, in many circumstances, benefit from the innovation, creativity and 
efficiency that PPPs bring. A principal reason that the public sector has pursued PPPs has 
been to achieve value for money, innovation and outcomes that the private sector can 
deliver much better. 

The bottom line incentives that motivate the private sector are a powerful management 
tool to deliver better quality assets/services much earlier, and for lower cost than through 
traditional means of public sector procurement.

PPPs also differ from the Transport Agency’s traditional procurement models by 
encouraging whole-of-life planning and delivery.

What are the specific benefits  
of a PPP?
Generally, benefits that are achieved through a PPP include: 

• Maximising the use of private sector skills to introduce innovation and value for money.

• Allowing the injection of private sector capital.

• Delivering budgetary certainty.

• Allocating risks to the party best able to manage or absorb each particular risk.

• Achieving better whole of life outcomes for infrastructure.

• The quality of service has to be maintained for the life of the PPP.

• The public sector only pays when service outcomes are delivered.
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How is the decision to procure  
through a PPP reached?
In New Zealand, the Treasury (on behalf of the government) provides guidance to 
government agencies in the development of PPPs for key infrastructure projects.

The Transport Agency is, first of all, required to undertake a detailed business case 
analysis to determine if the project meets the Treasury’s criteria to be procured as a PPP.

If it does, an application is then submitted for approval to Cabinet for the project to be 
procured as a PPP. 

If approved by Cabinet, the Transport Agency then proceeds to procure the project  
through a PPP.

A PPP contract will, however, not be awarded if the procurement process shows that  
a PPP will not offer a strong value for money proposition compared to the cost of  
traditional public sector procurement.
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What are the main stages of a PPP 
procurement process?
MARKET SOUNDING
Market sounding provides the Transport Agency with the opportunity to cross-check its 
thinking about the project with that of market participants (including highway construction 
contractors, maintainers, operators, lenders and equity investors). 

It also provides an opportunity for the private sector to give feedback on how the packaging 
and scope of the project can be enhanced to ensure optimum private sector participation 
and improve competition.

The market sounding stage also provides useful insights into the likely level of market 
interest, ensuring a better fit between the outcomes required by the Transport Agency and 
those that the private sector can deliver.

EXPRESSION OF INTEREST (EOI)
This stage sees the Transport Agency issuing an EOI invitation to private sector parties 
interested in bidding for the PPP contract.

The purpose of the EOI invitation is to:

• Provide interested parties with information on the project.

• Confirm the proposed timetable and process for the procurement.

• Identify interested parties with the capability, capacity, understanding and appetite  
to deliver the project.

• Evaluate proposals submitted by interested parties and draw up a shortlist of 
respondents to take through to the Request for Proposal (RFP) stage.

REQUEST FOR PROPOSAL (RFP), PREFERRED BIDDER AND AWARD  
OF CONTRACT 
The purpose of the RFP is to invite shortlisted respondents to submit a full proposal for the 
finance, design, construction, management and maintenance of the public asset to meet the 
outcomes.

The Transport Agency party will then evaluate the proposals received and select a single 
preferred bidder who has demonstrated in their proposal, the best capability to achieve the 
required key outcomes for the project.

The Transport Agency will then enter into negotiations with the preferred bidder – and 
subject to a successful outcome of those negotiations – the preferred bidder will become  
the PPP contractor. 
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What is the PPP model for state 
highways in New Zealand?
Many overseas PPP highway infrastructure projects have passed patronage risk back to the 
private sector (ie revenue from patronage is used to repay the costs).  

To date, an ‘availability’ PPP model has been chosen by the Transport Agency for its PPP 
projects which means that the PPP consortium will be paid for making a safe road open and 
available to traffic. 

Payments are not linked to the volume of traffic using the road. To meet the outcomes, the 
private sector is provided with incentives to achieve high quality levels of service. 

Unlike many overseas models, tolling is not linked to the Transport Agency’s PPP model. 
Any tolling proposal for a Transport Agency’s PPP project will not be part of the PPP 
contract.

What are the state highway PPP 
projects in New Zealand?
• The first state highway in New Zealand to be delivered through a PPP is the Transmission 

Gully (MacKays to Linden) project in Wellington. In July 2014, the Transport Agency 
signed a PPP contract with the Wellington Gateway Partnership (WGP).  
Work on the Transmission Gully project began in September 2014, and the motorway 
will be open for traffic in 2020. For more information visit www.tg.co.nz. 

• The second state highway project in New Zealand to be procured through a PPP is the 
Ara TŪhono – PŪhoi to Warkworth project in Northern Auckland. In May 2015, Cabinet 
approved an application from the Transport Agency to pursue a PPP procurement 
process for the project. Subject to a successful outcome to the process, a PPP contract 
for the project will be awarded by the end of October 2016.

If you have further queries you can 
email us at info@nzta.govt.nz

http://www.tg.co.nz
mailto:info@nzta.govt.nz

