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Purpose 

This paper updates the Board on the results of the tolling assessment for Transmission Gully, and 
based on this assessment, makes the recommendation not to toll at this time. It also proposes a 
possible future direction for tolling and the initial steps for consideration. 

Recommendations 

It is recommended that the NZ Transport Agency Board resolves to: 

• Approve the recommendation to not toll Transmission Gully. 

• 

• Note that tolling nee options, such as Public 
Private Partnerships, . 
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Strategic Relevance 

From 1 January 2013, it became NZ Transport Agency policy to assess all new road links for tolling 
suitability, against a set of agreed criteria [refer Board papers: 2013/03/0713 and 2013/10/0868]. 
The assessment uses the criteria to weigh the potential benefits netted by revenue collection, 
against the possible impacts to delivering outcomes under the Government Policy Statement for 
Land Transport (GPS), the original project intent, and other requirements under the Land Transport 
Management Act, 2003. 
The decision whether to recommend tolling to the Minister of Transport sits with the Board; 
however, the final decision to progress a tolling recommendation into an Order in Council sits with 
Cabinet, and this may include permission to publicly consult. 

Background 

Tolling 
Tolling a road is a way for the Transport Agency to collect or supplement funding for roading 
infrastructure and is legislated for under the Land Transport Management Act, 2003 (the Act).  
A toll, according to the Tolling Policy (reflecting Section 46 of the Act), may be placed on a new road 
for the purposes of: 

a) advancing the project (that is, build the road earlier than otherwise possible) through toll-
funded borrowing; and/or 

b) raising additional revenue for the ongoing management of the road. 
The revenue from a toll is placed into the National Land Transport Fund (NLTF), and must be applied 
to the costs of the road from which it was collected. 
New Zealand currently has three toll roads: Tauranga Eastern Link (Tauranga), Takitimu Drive 
(Tauranga), and Northern Gateway (Auckland). These roads were all tolled in order to advance their 
completion and, historically, the Transport Agency has only utilised tolling to advance the build of a 
new road. 

Tolling assessment 
The Tolling Assessment applies a set of agreed criteria to a road project to determine its suitability 
for tolling [refer Board papers 2013/03/0713 and 2013/10/0868].  
This criteria reflects requirements under the Act, and are as follows: 

a) Toll revenue must be used to contribute to the cost of planning, design, supervision, 
construction, maintenance, or operation of the new road. Toll revenues must be collected for 
use only to cover the costs of the new road; 

b) There must be a feasible, un-tolled, alternative route available to road users; 
c) Adequate consultation has been carried out, and there is likely to be an acceptable degree of 

support for a tolled road from affected communities in the region or regions; 
d) The application of tolling is consistent with project outcomes – this means tolling supports 

the key project outcomes – that contribute to the value for money assessment of the project 
and the tolling scheme is acceptably efficient and effective; 

e) Tolling should provide net financial benefits and not result in the project’s benefit/cost ratio 
falling below 1; 

f) Tolling must be implemented in a cost-effective manner that is convenient to users. It is 
convenient and efficient for users to pay tolls and it is cost-effective for the operator to 
collect tolls; 



 
 
 
 

g) The tolling scheme would achieve the Government’s priorities set out in the Government 
Policy Statement for Land Transport (GPS); 

h) The project is large enough in scale to be able to support the fixed costs of tolling; 
i) The number of vehicles expected to use the road (and therefore pay the toll) more than 

covers the toll-collection costs; 
j) The toll revenue makes a meaningful contribution to the road’s construction costs (after 

deducting the operating and maintenance costs of the road and the tolling mechanism); 
k) It is physically or practically possible to charge tolls. 

Overview of Transmission Gully 
Transmission Gully is a Public/Private Partnership (PPP) project valued at $852 million, approved in 
2014 as part of the Roads of National Significance (RoNS) programme. 
Tolling Transmission Gully for advancing the build was rejected, as the anticipated revenue was 
expected to be less than the interest incurred to advance the build by a single year.  
The outcomes expected to be derived from building Transmission Gully are: 

a) providing an alternative strategic link for Wellington that improve regional network resilience 
and route security; 

b) assisting in remedying the safety concerns of, and projected capacity and journey time and 
trip variability problems on the existing SH1 by providing a safe and reliable route between 
Linden and MacKays Crossing in an environmentally sustainable manner; 

c) assisting in enabling wider economic development by providing a cost-optimised route that 
better provides for the through movement of freight and people; 

d) assisting integration of the land transport system by enabling SH1 to be developed into a 
safe multi-functional (including pedestrian and cycle friendly) alternative to the proposed 
strategic link. 

Transmission Gully was subjected to a preliminary tolling assessment in 2017 (refer Board paper: 
2017-03-164). This assessment identified the need for further investigation. 

Key issues  

Recommendation One: 
Summary Results of the Tolling Assessment for Transmission Gully 
It is not considered appropriate to recommend Transmission Gully as a toll road, because: 

a) Tolling Transmission Gully would not achieve outcomes under the GPS related to safety, 
access and value for money. 

b) Tolling Transmission Gully may erode the original project benefits, particularly those in 
relation to safety by a possible 35% - 50% (the modelled diversion rate at tolls of $1.70- 
$2.20 ($2020) , SKM Transmission Gully Revenue Forecasting Update 2013). As there are no 
alternatives of equal or better value, it is anticipated this 35% - 50% will largely still utilise 
their vehicles but change to the alternative route. 

c) Tolling for Transmission Gully is unable to be implemented in a cost-effective manner for 
the public, the Transport Agency, or Transmission Gully users: 
i) Results in social cost-shifting of an estimated $80 million - $110 million: 

Considering the total revenue ($63 million n NPV) incoming, minus the 
cost of infrastructure and implementation  and the social costs incurred 
due to a 35% - 50% reduction in safety out million - $110 million NPV) , 
results in a negative position of between -$37 million - $48 million , and a social cost-
shift of an estimated $80 million - $110 million (NPV).   
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