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Commercial - Sensitive 

Offices of the Minister of Finance and Minister of Transport 

Cabinet Economic Policy Committee 

Northland Corridor Section 1 Public Private Partnership: Outcome 
of the Procurement Process 

Proposal 

1. This paper fulfils the requirement for the Ministers of Finance and Transport (joint

Ministers) to report back to Cabinet on the outcomes of the procurement process, the

value for money assessment, and the maximum borrowing amount for Section 1 of the

Northland Corridor, Warkworth to Te Hana, which will be delivered as a Public Private

Partnership (PPP) [CAB-25-MIN-0054 refers].

2. This paper also seeks Cabinet’s final approval of the Project to enable NZTA to proceed

to Financial Close, and notes that after Cabinet approval the Ministers of Finance and

Transport will provide their legislative approvals that are also required to reach Financial

Close.

Relation to government priorities 

3. The Government Policy Statement on Land Transport 2024-34 (GPS 2024) sets out the

Government’s expectation that the New Zealand Transport Agency (NZTA) will

prioritise delivery of 17 Roads of National Significance (RoNS), including the three

sections that make up Northland Corridor.

Executive Summary 

4. On 21 May 2026, NZTA selected the Northway consortium (the Contractor), led by

ACCIONA and Abrdn, as the Preferred Respondent to deliver the Northland Corridor

Section 1 PPP – Warkworth to Te Hana Project (the Project). NZTA and the Contractor

expect to reach Financial Close on or around 31 July 2026.

5. Cabinet approval is required to enable NZTA to proceed to Financial Close, as set out in

the Treasury PPP Guidance and Cabinet Office Circular CO (23) 9. We therefore seek

Cabinet agreement to:

5.1. approve the Approval to Deliver (ATD) template which outlines updates to the

commercial, financial, and management cases that have resulted from the PPP 

procurement process since Cabinet approved the Investment Case in March 2025; 

5.2. confirm the value‑for‑money assessment for the Project, on the basis that the final 

estimated Project cost is below the $3.9 billion Public Sector Comparator estimate 

(Net Present Value (NPV)); and 

5.3. agree for NZTA to progress to Financial Close and sign the Project Agreement 

with the Contractor for Financial Close on or around 31 July 2026. 
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6. We consider that the decision to proceed to Financial Close with the Contractor 

represents value for money. The NPV of the final cost of the project is estimated at 

$3.649 billion, which is lower than the approved Public Sector Comparator of 

$3.9 billion. NZTA is satisfied that the negotiated outcome with the Contractor, and 

procurement through a PPP model, represents value for money and will deliver better 

outcomes relative to conventional public sector procurement models.  

7. NZTA’s PPP liability arising from the PPP contract is projected to peak at $2.4 – 2.7 

billion in FY2033 when the road commences operation and will progressively reduce 

over the term of the Project Agreement. This will be treated as debt on NZTA’s balance 

sheet, with a corresponding impact on total Crown borrowing, but no impact on core 

Crown debt. 

8. Subject to reaching Financial Close, the Contractor is expected to commence design and 

early works in late 2026. 

Background 

Northland Corridor Section 1 

9. The Northland Corridor is a key state highway connection stretching 100km from 

Warkworth to Whangārei in Northland. The first section is a 26-kilometre-long, four-lane 

motorway between Warkworth and Te Hana.  

10. Investing in and developing the Northland Corridor will better connect the Northland 

region to Auckland, unlocking economic growth and productivity by moving people and 

freight efficiently and addressing critical resilience and safety issues. 

11. Based on NZTA’s Investment Prioritisation Methodology, the Northland Corridor is at 

the top of Roads of National Significance (RoNS) merit-order group due to its relative 

benefits in economic efficiency, strategic fit, and readiness to proceed to delivery. 

12. NZTA assessed the NPV of the economic benefits of the Project in the March 2025 

Investment case at $5.355 billion (including Wider Economic Benefits (WEBS) based on 

the Treasury’s Social Rate of Time discount rate methodology. Most of these benefits 

come from travel‑time savings, alongside accident reductions, resilience improvements, 

lower vehicle operating costs, and wider economic benefits. The benefit-cost ratio (BCR) 

for the Project from the Investment Case is 1.6 (including WEBS). 

Previous Cabinet approvals 

13. In July 2024, Cabinet agreed in principle to use an Accelerated Delivery Strategy to 

deliver the Northland Corridor, including a PPP procurement model for Section 1 [CBC-

24-MIN-0073 and CAB-24-MIN-0259 refers]. 

14. In March 2025, Cabinet endorsed the Implementation Investment Case and approved 

NZTA to commence procurement of the Project through a PPP. Cabinet also invited the 

Minister of Finance and the Minister of Transport to report back prior to Financial Close 

to confirm the value for money proposition, any Crown Capital Contribution or 

underwrite of the Project, and the borrowing limit under section 160(1)(b) of the Crown 

Entities Act 2004 [CAB-25-MIN-0054 refers]. 
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23.

Summary of Preferred Respondent  

24. The Northway consortium consists of the following parties: 

24.1. ACCIONA Concesiones S.L. – lead sponsor, concessionaire, and equity developer;  

24.2. Abrdn Global Sustainable Infrastructure Partners IV LP – co-investor and equity 

partner;  

24.3. ACCIONA Construction New Zealand Ltd – lead design and construction 

contractor;  

24.4. ACCIONA W2T Services Ltd – operations and maintenance contractor; and 

24.5. a range of other associate members, including Downer (tier-1 local delivery and 

subcontractor partner) and AECOM (lead design and engineering consultant). 

Lessons learned, developments and enhancements to the PPP model for this Project 

25. Key lessons from previous PPPs have been applied to this Project that have resulted in a 

more sophisticated transaction and PPP model. Key lessons, and how they have been 

applied to this project are set out in Appendix 1, and include: 

25.1. more sophisticated risk allocation: under previous PPPs, some risk categories were 

transferred in full to the Contractor

 An enhanced risk sharing 

approach has been incorporated in this Project

25.2. securing property and resource consents early: previous projects have emphasised 

the importance of securing the necessary property access, resource consents and 

other Resource Management Act (RMA) requirements to enable the project to 

start. For this Project, NZTA secured resource consents and the designation in 

2023, well in advance of procurement commencing. Subsequently, all required 

property acquisitions were finalised on an accelerated timeframe by January 2026, 

including key access arrangements, six months in advance of Financial Close; and 

25.3. key threshold parameters set in procurement: for the previous transport PPPs 

(notably Transmission Gully), the Affordability Threshold was underestimated 

which led to disputes and sub-optimal behaviors to avoid loss by the construction 

sub-contractor. For this Project, the Affordability Threshold was underpinned by a 

more well-developed design based on extensive geotechnical investigations, robust 
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27.2. NZTA has robustly progressed an accelerated delivery programme and there is a 

high degree of confidence that Financial Close will be achieved on time at the end 

of July; and 

27.3. a well-designed competitive procurement process has maintained commercial 

tension for as long as possible to ensure value for money and a manageable Crown 

risk position. 

28. This is a good outcome for the Project and gives confidence to the quality of the 

procurement process and advancing the project to Financial Close. The Gateway report 

included seven recommendations that NZTA will action or has already actioned. These 

recommendations are summarised in Appendix 2.  

29.

and benefits to the local region 

30.

 The Northway consortium includes strong local New 

Zealand representation with AECOM New Zealand and Downer New Zealand involved 

in design and construction. In addition, a wide range of local subcontractors will be 

engaged by Northway as part of the construction phase across areas such as earthworks, 

drainage, pavement works, bridges, and other civil engineering works. NZTA currently 

expects approximately 60% of the total physical works spend under this contract to be 

sub-contracted to the New Zealand supply chain. This represents significant employment 

and economic development for the Northland region.  

31. During the 25-year operational phase, Northway also intends to leverage the depth and 

capability of the New Zealand maintenance and operations market through further local 

subcontractors. This represents longer-term opportunities for Northland businesses.  

32. Northway has also indicated they will create youth and graduate opportunities through 

internships, graduate roles, apprenticeships and school-to-work pathways, with a focus on 

local young people, including Māori and Pasifika youth. These opportunities will be 

backed by training, mentoring and pastoral support to help participants gain skills, 

qualifications and a pathway into long-term infrastructure careers.  

Key aspects and commercial terms of the Project 

33. NZTA has negotiated a final contractual position with the Preferred Respondent, 

Northway. Subject to Cabinet approval, NZTA expects to reach Financial Close on or 

around 31 July 2026. The Project Agreement for the Project is based on Treasury’s 

standard project agreement for PPPs with additional key enhancements to the PPP model 

and specific adaptations for the unique characteristics for the Project.  
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performing delivery across the 25-year operational period during which the Unitary 

Charge payments are made from NZTA to the Contractor. The largest incentive is 

availability – no Unitary Charge payment is made until the road is constructed and the 

road opening is achieved. From then on, financial deductions apply if the road is closed 

during the operational phase or if Key Performance Indicators (KPIs) are not met.   

39. KPI deductions support performance outcomes across safety hazard management, 

incident response, asset management, reporting, compliance, communication and 

environmental obligations.  

Risk sharing arrangements during construction phase  

40. A key lesson from previous PPPs is to optimise risk sharing arrangements by ensuring 

risk is borne by the party best placed to manage it at least cost. Key improvements to the 

PPP model have been implemented for this project.   

41.

42.

Active equity  

43. The Project also introduces an active contractor KPI mechanism, a new feature for New 

Zealand PPPs which has been designed to strengthen the alignment between the PPP 

Contractor's equity providers and the delivery of the Project.  

44. The mechanism is designed to ensure that the equity providers play an active and 

constructive role over the construction phase (rather than being passive financial 

investors), and incentivises active participation, oversight and decision-making, proactive 

management of any issues and collaborative working relationships. This transmits 

performance discipline directly into the Contractor's capital structure, reinforcing whole-

of-life accountability for delivering the asset and service to the standards required. 

Final project cost and borrowing limit 

45. The overall NPV cost of the project is estimated at $3.649 billion. This includes the 

Unitary Charge payments from NZTA to the Contractor during the 25-year operational 

period, NZTA’s client-side costs to manage the contract, and budgeting for the shared and 

retained risks.  

46. The final cost of the project will depend on the price of the PPP contract at Financial 

Close that will vary depending on final market interest rates (and settlement of any 

remaining minor contractual terms), however any change is not expected to be material. 
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53. Joint Ministers will also grant, in accordance with sections 160(1)(b) and 164 of the 

Crown Entities Act 2004, approval for NZTA to enter into the construction phase interest 

rate swap with the Crown, subject to Cabinet approval of the Project.  

Crown indemnity 

54. As with previous transport PPPs, an indemnity from the Crown for NZTA’s financial 

liabilities under the PPP contract is needed to provide assurance to the Contractor’s 

financiers that NZTA as a Crown entity can meet its long-term obligations (such as the 

Unitary Charge payments) under the contract.  

55. Accompanying the indemnity is a Master Reimbursement and Management Agreement 

(RAMA). Under the RAMA, NZTA is required to reimburse the Crown for any payments 

made by the Crown under the indemnity. The RAMA also sets out undertakings, 

including reporting and information undertakings, from NZTA in favour of the Crown, to 

ensure that the Crown is protected and is provided with as much notice as possible 

regarding any relevant change in circumstances of NZTA or demand that may be made by 

the Contractor.    

56. Under section 65ZD of the Public Finance Act 1989, the Minister of Finance, on behalf of 

the Crown, may give this indemnity if it appears to the Minister to be necessary or 

expedient in the public interest to do so. Subject to Cabinet approval of the Project, the 

Minister of Finance will approve and execute the Crown indemnity and RAMA with 

NZTA. 

Confirming value for money for the Project 

57. NZTA is satisfied that the negotiated outcome with the Contractor, and procurement 

through the PPP model, represents higher value for money relative to conventional public 

sector procurement. Value for money is assessed quantitatively and qualitatively below.  

Quantitative value for money 

58. The central value-for-money test for a PPP set out in the Treasury PPP Guidance is based 

on the NPV of the total cost of the project at Financial Close being lower than the Public 

Sector Comparator (PSC). The PSC represents the estimated cost of the project under an 

alternative conventional public sector procurement model.  

59. The final costs of the Project is estimated at $3.649 billion (NPV). This is below the PSC 

of $3.9 billion approved by the NZTA Board and by Cabinet in March 2025. As such, the 

quantitative value for money test is met. This demonstrates that the PPP procurement 

model represents value for money. The favourable PSC test represents the successful 

outcome of the highly competitive RFP process.  

60
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74.1. the Treasury’s overall PPP contract monitoring framework (as may be updated 

from time to time); 

74.2. the Ministry of Transport’s regular Crown Entity monitoring; and 

74.3. the RAMA, which requires NZTA to provide an annual review confirming 

compliance with its obligations. 

Cost-of-living Implications 

75. There is no direct cost of living implications on New Zealanders as a result of proceeding 

to Financial Close on the project.  

Financial Implications 

76. NZTA’s PPP liability is projected to peak at $2.4 – 2.7 billion in FY2034 when the road 

commences operation and will progressively reduce over the term of the Project 

Agreement. This will be treated as debt on NZTA balance sheet, with a corresponding 

impact on total Crown borrowing, but no impact on core Crown debt. 

77. The Unitary Charge payments are expected to average  over the 25-

year operation period (FY2034 to FY2058), payable by the NLTF alongside the client-

side retained costs and risks.  

78. The Crown loan will initially have an impact on net core Crown debt when the 

drawdowns are forecast to start in 2028/29, however, this will neutralise as repayments 

are made in the 10-year period from each drawdown. Given the term of the loan has a 

neutral impact on net core Crown debt (over a ~10-year period), it did not need to be 

managed against the relevant Budget capital allowance.   

79. The Crown indemnity will be recorded as a contingent liability in the Financial 

Statements of the Government of New Zealand. This does not require an appropriation 

and granting it has no impact on the Crown’s fiscal indicators. 

80. NZTA expect to reimburse bid costs of up to $40 million for each of the two unsuccessful 

shortlisted Respondents.

Implications for the NLTF 

81. The Project remains affordable for the NLTF. NZTA forecast that the average Unitary 

Charges of  over the operational period (FY2034-FY2058), will 

represent around 3.5 per cent of NLTF revenue on average over the first decade. The 

annual debt servicing costs (principal and interest payments) to NZTA of the $1.6 billion 

Crown loan is forecast to represent around 2.5 per cent of NLFT revenue on average of 

available over the same period. The Minister of Transport intends to address the revenue 

pressure across the NLTF through GPS 2027. 

Legislative implications 

82. There are no legislative implications arising from this paper.  
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Impact Analysis 

Regulatory Impact Statement 

83. A regulatory impact statement is not required for this paper.  

Climate Implications of Policy Assessment  

84. The estimated overall emissions impact of this proposed investment is less than 0.5 

million tonnes CO2-e on a net basis, meaning that a CIPA is not required.  

Population implications 

85. There are no population implications arising from this paper.  

Human rights 

86. There are no Human Rights implications arising from this paper.  

Use of external Resources 

87. The procurement process for the Project has utilised a range of internal and external 

resources by NZTA. Given the size and complexity of the project, and the PPP 

procurement model utilised, external resources have been significant including technical, 

engineering, legal, commercial, and financial. The Ministry of Transport also used one 

contractor to help prepare this Cabinet paper.  

Consultation 

88. The Ministry of Transport, NZTA, the Treasury and NIFFCo were involved in the 

development of this Cabinet paper. The Department of Prime Minister and Cabinet 

(DPMC) was informed.  

Communications 

89. No publicity is planned immediately after Cabinet decisions. Public announcements will 

be made about the Project after reaching Financial Close, currently expected on or around 

31 July 2026.  

Proactive Release 

90. We intend to proactively release this Cabinet paper with appropriate redaction under the 

Official Information Act 1982 after the project reaches Financial Close, which is expected 

to occur on or around 31 July 2026.   

Recommendations 

The Minister of Finance and the Minister of Transport recommend that the Cabinet Economic 

Policy Committee: 

1. note that on 10 March 2025, Cabinet agreed that NZTA pursue the Northland Corridor 

Section 1 project as a PPP and invited the Minister of Finance and the Minister of 
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Transport to report back prior to Financial Close on the value for money proposing and 

the final borrowing limit [CAB-25-MIN-0054 refers];  

2. note that on 21 May 2026, NZTA selected Northway as the Preferred Respondent (the 

Contractor) following a competitive PPP procurement process to deliver the Project; 

3. note that the Northland Corridor Section 1 PPP total project cost is estimated at 

$3.649 billion (NPV) which is lower than the Public Sector Comparator of $3.9 billion; 

4. note that NZTA is satisfied that the negotiated outcome with the Contractor, and 

procurement through the PPP model, represents value for money and will deliver better 

outcomes relative to conventional public sector procurement; 

5. note that, on 23 June 2026, the NZTA Board approved the Project to advance to Financial 

Close and recommended that Cabinet approve the Project;  

6. note that the final cost of the project will depend on the price of the PPP contract at 

Financial Close that will vary depending on the final market interest rate (and settlement 

of any remaining minor contractual terms), however any change is not expected to be 

material; 

7. approve the Approval to Deliver template attached to this Cabinet paper; 

8. agree to NZTA taking all required steps to progress to Financial Close, including signing 

the Project Agreement and any other arrangements required to give full effect to the 

Project Agreement, with the Contractor, Northway; 

9. note that in August 2025, Cabinet agreed to provide NZTA with a 10-year, $1.6 billion 

Crown loan for the purpose of NZTA providing a Crown Capital Contribution to the 

Project and authorised the Minister of Finance and the Minister of Transport (acting 

jointly) to determine the final terms of the loan for execution before Financial Close; 

10. note that the Minister of Finance considers that the Crown loan to NZTA is expedient in 

the public interest pursuant to section 65L of the Public Finance Act 1989; 

11. note that this loan has now been approved and executed by the Crown and NZTA, with 

the first drawdown forecast in FY2029 subject to Cabinet approval of the Project; 

12. note that the Minister of Finance and the Minister of Transport intend to give approval, 

under section 160(1)(b) and 162 of the Crown Entities Act 2004, for NZTA to borrow up 

to $2.7 billion, forecast to peak in 2034, representing the liability of future Unitary 

Charges under the PPP contract; 

13. note that Ministers intend to provide the following legislative approvals, subject to 

Cabinet approval of the Project, to enable NZTA to reach Financial Close on the Project 

on or around 31 July 2026: 

13.1. the Minister of Finance approving the Crown (through New Zealand Debt 

Management) entering into a construction phase interest rate swap with NZTA 

under section 65G of the Public Finance Act 1989;  

13.2. the Minister of Finance and the Minister of Transport approving NZTA 

entering into the construction phase interest rate swap with New Zealand Debt 

Management, in accordance with sections 160(1)(b) and 164 of the Crown 

Entities Act 2004; 
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13.3. the Minister of Transport approving NZTA to delegate powers and functions 

from the NZTA to the Contractor to construct and operate the Project under 

section 61(1) of the Land Transport Management Act and section 73(1)(d) of 

the Crown Entities Act and approval for the Contractor to sub-delegate those 

powers and functions to sub-contractors of the Contractor for the purposes of 

the Project Agreement (subject to obtaining the prior approval of NZTA or the 

NZTA Board (as applicable) for any such sub-delegation) under section 61(3) 

of the Land Transport Management Act and section 74(1)(b) of the Crown 

Entities Act; 

13.4. the Minister of Transport approving NZTA to grant a lease to the Contractor 

over the Project area to enable it to construct and operate the Project, under 

section 63(1) of the Land Transport Management Act; 

13.5. the Minister of Finance providing an indemnity, on behalf of the Crown, in 

favour of NZTA, for certain liabilities under the Project Agreement under 

section 65ZD of the Public Finance Act 1989; 

13.6. the Minister of Finance and the Minister of Transport approving NZTA 

providing an indemnity to the network utility operators (Channel Terminal 

Services Limited and First Gas Limited), in accordance with sections 160(1)(b) 

and 163 of the Crown Entities Act 2004; 

14. note that NZTA intends to reach Financial Close for the Northland Corridor Section 1 

Project with the Contractor, Northway, on or around 31 July 2026;  

15. note that tolling on the Northland Corridor Section 1 is being considered separately and 

advice on a potential tolling scheme will be provided by NZTA to the Minister of 

Transport in due course; 

16. authorise the Minister of Finance and Minister of Transport to make other technical 

decisions that may arise in the lead up to Financial Close (no such decisions are currently 

expected to be required outside of the legislative approvals outlined in this paper).  

 

Authorised for lodgement. 

 

Hon Nicola Willis      Hon Chris Bishop 

Minister of Finance      Minister of Transport  
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Appendix 3: Approval to Deliver template 

Attached separately.  
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