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Have your say
Please make a submission from 17 December
2021 to 4 February 2022. Submissions will
be heard in February, with a decision by
full Council at the 4 March 2022 meeting.
Please indicate on your submission form if you’d
like to speak at a public hearing. Council will
contact you to arrange a time to speak.

Email
You may email your submission to:
portconsultation@marlborough.govt.nz

Online form
The online form at marlborough.govt.nz is the
quickest and easiest way to make a submission.

Hard copy
A hard copy of our submission form can be printed
from our website, or collected from Council’s
Blenheim or Picton offices, or Marlborough District
Libraries. All hardcopies must be returned before
close of business on 4 February 2022.

Further information
You can find out more about this project by:
• V
 isiting the iReX website to view the total
project, including the Wellington side of
Cook Strait, at www.irex.co.nz
• A
 ttending a public Zoom Q & A session at a
time to be confirmed
• A
 ttending a public meeting in Picton or one
of the drop-in days planned for Picton and
Blenheim (Venues and dates to be confirmed
and subject to Covid restrictions)
• C
 ontacting Council to ask questions or
to request a presentation to your group,
by phone or email:
• Email: portconsultation@marlborough.govt.nz
• P
 hone: (03) 520 7400 and ask for
Nicole Chauval.

Timeline
17 December

17 Dec – 4 Feb

Public consultation
opens

Submission
period

4 February
Consultation
closes at 5pm

17-18 February
Council hearings
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4 March

Council considers
submissions - decision
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Introduction
From the Mayor

During our Long Term
Plan consultation
earlier this year,
we signalled two
significant initiatives
that were too early
in their timelines for
Council to predict
their impacts. These
two initiatives were
the Three Waters Reform Programme and the
Waitohi Picton Ferry Precinct Redevelopment.
While the Three Waters reform is ongoing,
we now know enough to consult with the
community on financing Port Marlborough’s
share of the ferry redevelopment.
This consultation is a chance for you to have
your say on this significant initiative. This initiative
involves backing the Port’s business plan and
borrowing $110 million to move forward with the
redevelopment in Picton. It will provide additional
returns to Port Marlborough for the benefit of
Marlborough ratepayers.
The community has fought long and hard to keep
the ferries in Picton, and now Port Marlborough
has successfully negotiated an agreement that’s
resulted in KiwiRail committing to the region for at
least 30 years.
The project also provides the opportunity
to upgrade the existing infrastructure for
the future ahead. Largely built in the 1960s,
this infrastructure has served the region well,
but isn’t fit for the next generation of vessels.
This investment not only makes financial sense
for the Council as a shareholder, but also aligns
with the Port’s focus on people, planet and
prosperity with benefits realised across the
Picton community and wider Marlborough region.
Over the past decade, Picton has spoken on
whether the ferries should stay in the community.
More recently, the public has had a say on the ferry
precinct’s design and community requirements.
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This consultation today is about whether
to finance the Port’s share of the project to
achieve these goals.
This proposal is all about positive outcomes
for our community. These outcomes can only
be underpinned by strong governance and
community participation. That’s where we
need your help, to let us know what you think.

The Council has sufficient certainty
on all aspects of the Waitohi Picton
Ferry Precinct Redevelopment to
confidently propose moving forward
with the investment.
It’s important to note that before this consultation
document was prepared, the Port’s business plan
went through a rigorous governance process
with a lot of tough questions asked. The financial
principles of the business plan that support
this proposal have not only been endorsed
by Councillors, but have also been approved by
the Port Marlborough Board, MDC Holdings Board
and an IReX Governance Group, all three of which
include independent directors.
Now, it’s your turn. Please take the opportunity
to have your say in shaping Marlborough’s future
and how we get there, together.

“Ehara taku toa ī te toa takitahi,
engari he toa takitini.*

John Leggett
Mayor of Marlborough
*M
 y strength is not mine alone –
it comes from the many

www.marlborough.govt.nz
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About the project

iReX and the Picton Ferry Precinct

The Cook Strait crossing is a vital connection
in New Zealand’s transport and tourism
infrastructure. KiwiRail has signalled its
intention to service the route for many
years to come by its investment in two
new Interislander ferries, which are due
to arrive in New Zealand in 2025.
This investment by KiwiRail will, in turn,
require changes to the Port’s infrastructure to
accommodate the larger vessels, provide better
resilience, and to improve the overall operation from
an environmental view. The current infrastructure
was originally designed for the Aramoana, the
country’s first roll-on roll-off ferry, which entered
service between Wellington and Picton in 1962.
The Aramoana had a registered tonnage of 4,160
tonnes. Today’s ferries weigh approximately five
times that amount. The new ferries will more than
double the tonnage of today’s ferries, driving the
need for a ferry terminal that’s fit for the future.
The new ferries are expected to cater for 30 years’
of freight and passenger growth, carrying twice as
many passengers as the current three-ship fleet,
300 per cent more rail wagons and almost double
the number of trucks and other vehicles.
These new ferries are at the heart of the Inter-island
Resilience Connection (iReX) project led by KiwiRail,
which has triggered the redevelopment of the ferry
precincts in Waitohi Picton and Kaiwharawhara
Wellington. Picton will get a substantial upgrade
to provide a safe and reliable service and cater for
the new ferries when they arrive in a few years.
This is not just a new Interislander ferry terminal,
but also a new wharf, updated marshalling areas,
improved transport connections, and better
connections between the terminal and the town.
These connections include more accessible spaces,
sustainable treatment and cultural integration.
This Waitohi Picton Ferry Precinct Redevelopment
is being implemented through a partnership
between KiwiRail, Port Marlborough, the Council
and Waka Kotahi NZ Transport Agency.
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Consultation on the precinct’s design and
community requirements has been led by Port
Marlborough and KiwiRail and can be found in
Appendix Q of the resource consent application
submitted to the Environmental Protection
Authority. With enough certainty now known
about the project—including design, estimated
building costs, risk mitigation and a new fee
model—the Council can now confidently propose
moving forward with financing Port Marlborough’s
investment in the future.

This redevelopment will enhance
and strengthen Waitohi Picton as the
gateway to the South Island and a
hub for the Marlborough Sounds.
The Waitohi Picton Ferry Precinct Redevelopment
is estimated at $360 million. The question is
now whether the $110 million required by Port
Marlborough will be backed by the Council or
another lender. This Statement of Proposal’s
proposed financing arrangement is outlined in
the next section. The preferred option and its
alternatives are further discussed later in this
document.
This redevelopment in Picton will provide an
increased financial return to Port Marlborough from
fees paid by KiwiRail for the use of port facilities.
This, in turn, provides greater dividends to the
Council (its shareholder), reducing future rates
increases for ratepayers across the district.
Additionally, while not part of the project being
financed, KiwiRail has agreed to build an overbridge
at Dublin Street and make a significant contribution
towards upgrading the Waitohi Culverts. Other
intersection improvements are also possible on
State Highway One in Picton. These improvements
are ranked first in the Regional Land Transport Plan,
but the timing will be determined by Waka Kotahi.
Work is also being undertaken with the Harbour
Master to reduce navigation risks, particularly in
Tory Channel.

www.marlborough.govt.nz

The new ferries will significantly reduce
the impact on the environment with lowered
emissions, reduced wake and a hull designed
to minimise effects on coastal marine life —
but they’re too big for Picton’s ageing
port infrastructure.

Marlborough District Council Statement of Proposal
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Proposed financing
How would it work?

Port Marlborough is 100% owned by MDC
Holdings Ltd (MDCH), which is 100% owned
by the Council. Essentially, the dividends
paid by the Port flow through to the Council
via MDCH as income, lowering the rating
requirements for ratepayers.
The Port approached the Council through MDCH
to support its share of the Waitohi Picton Ferry
Precinct Redevelopment. The proposal is for the
Council to raise up to $110 million of debt at a
low rate that it can on-lend to the Port for its
share of the redevelopment. There would be
no cost to ratepayers and no increase in rates
from this transaction.
The Council can raise this money through its
existing arrangements with the New Zealand
Local Government Funding Agency (LGFA),
which specialises in financing the local
government sector. LGFA was created for
financing situations exactly like this proposal,
to provide lower costs and alternative funding
sources for local authorities and council-controlled
organisations. The end result is that LGFA can
raise debt on Council’s behalf on terms that are
more favourable than raising the debt directly.
S&P Global has very recently reviewed Council’s
credit rating. On 30 November 2021, S&P decided
Council should retain its AA+ long term rating.

This is an excellent result in that Marlborough
retains its place as one of the top-rated local
authorities in New Zealand, only just below the
New Zealand Government’s AAA rating.
In assessing the Council’s rating, S&P took the
proposed ferry precinct development and business
case into account.

By the Numbers
IReX: >$1 Billion
Picton Redevelopment Cost: $360 Million
Port Marlborough’s share: $110 Million
S&P also, because of the “larger infrastructure
programme at both Council and Subsidiary level”,
revised Council’s outlook from stable to negative.
This change in outlook has no impact on the cost
of debt finance to Council. In fact, even if Council’s
rating was reduced to AA, (an excellent rating that’s
better than New Zealand’s four major trading banks),
it still would not impact the cost of Council debt.
The Council expects the Port to pay back
the project’s debt within the initial term of the
lease (30 years), while also receiving increased
dividends each year.

How would the Port spend $110 million on assets?
With the total cost of the Waitohi Picton
Ferry Precinct Redevelopment at $360
million, Port Marlborough will own the assets
that are not specific to KiwiRail’s operations.
These strategic assets include the wharf,
dredging and marine infrastructure. The Port
will also own improvements on its own land,
such as land-side improvement to car parking
and seawalls.
While this means that the Port won’t own some
assets in the redevelopment, such as the ferry
terminal building, this was a way for the Port to
lower the debt required and minimise risk tied to
KiwiRail’s operations. Read more about risk later
in this consultation document.

8

The new structures within the marine area will
include a new wharf for the new Interislander berth
on the west side and the option of a future berth on
the east side for cruise ships. The funding for the
cruise ship berth is not included in this consultation
as part of the $110 million, as it will be a future
business decision by the Port.
Overall, this is an opportunity to cement the
relationship with KiwiRail in a 60-year agreement,
while also minimising risk and securing long-term
dividends to the Council that increase over time.
It is also a once-in-a-generation opportunity to
review the ferry infrastructure and its integration
with the Picton community.

www.marlborough.govt.nz

Benefits and dividends

Benefits of the redevelopment to Picton
The Waitohi Picton Ferry Precinct
Redevelopment is an important piece of the
iReX project to ensure connectivity across the
Cook Strait. Ultimately, this redevelopment will
ensure that Picton remains an integral part of
this important shipping route, while cementing
its place as the hub of the Marlborough Sounds
and gateway to the South Island.

Under the dividend policy,
the Council would receive a
substantially higher dividend
return that increases over time.

For the local community, the project provides
a unique opportunity to improve connections
between the Ferry Precinct and Waitohi Picton town
centre and showcase the area to the one millionplus passengers passing through the Port each
year. Examples of this integration are the carefully
developed new ferry terminal area and walking
connections to town, the construction of a new
Dublin Street railway overbridge, and improved
safety measures and connections for pedestrians
and cyclists.
It will also bring jobs to the community. The
redevelopment will take three to four years to
complete and is expected to generate more than
200 full time construction related jobs and 100 jobs
in indirect employment throughout the supply chain.

Marlborough District Council Statement of Proposal

While the new terminal building would be owned
by KiwiRail, the Port has worked with iwi and the
community to ensure the new terminal building
design reflects and celebrates the rich culture,
environment, and history of the area.
The precinct will accommodate the new
Interislander vessels, which will significantly reduce
impact on the environment with lowered emissions,
reduced wake and a tin-free hull to reduce effects
on coastal marine life.
Recognising the environmental benefits that the
new ships will bring, KiwiRail was able to finance
them with the first shipping loan in the world to be
certified by the Climate Bond Initiative (CBI). To gain
CBI certification, KiwiRail demonstrated a clear path
for fuel and propulsion systems to achieve zerocarbon emissions by 2050.
Climate change and, in particular, sea-level rise was
considered in designing the new infrastructure.
Design levels provide for sea-level rise over the
expected 100-year life of the new main wharf and
50-year lives of seawall structures and the terminal
building. An adaptive approach was taken to land
and pavement levels, where these can be built up
over time, if required.
The redevelopment has also acted as a catalyst for
other projects that benefit the community, which are
not included in this consultation, such as an upgrade
to the Waitohi Culverts to improve flood protection
for residents.
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Benefits and dividends

Benefits of the financing proposal to all Marlburians
The dividends paid by the Port to MDCH flow through to the Council as income, and these
benefit all ratepayers across the district. Under this finance proposal, the current dividend
policy would remain the same, but the dividends paid by the Port would increase substantially
over time.
As part of the business plan for the redevelopment, the fee KiwiRail pays will change to account for
the increased investment made by the Port. The result is a net income that increases over time, with
a substantial dividend increase by 2030. This benefit is passed on to Marlborough ratepayers as the
Council’s future rating requirements are offset.
This proposal to raise debt through LGFA also lowers the cost of debt for Port Marlborough, and this
savings flows right back to the Council. As debt is paid down by the Port, dividends to the Council
will increase as the debt servicing eases. The Council estimates that if the Port looked for financing
elsewhere, it would pay 1% to 1.5% more in interest, resulting in a lower dividend to Council and borrowing
that would take longer to service.
This transaction with the LGFA will not impact the Council’s S&P credit rating, nor would it limit the ability
to borrow more funding in the case of an emergency.
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Reducing business risk and borrowing
Throughout the project development, Port
Marlborough has looked for ways to minimise
risk and reduce borrowing.
While KiwiRail is the Port’s largest client and iReX
is the driver for the redevelopment project, the
business proposal also considered community
needs, the needs of other clients and the risks
associated with KiwiRail’s business model.
The top three risks (and their mitigations) are
discussed below:
• KiwiRail’s vulnerability to political cycles and ability
to rely on cash injections from the Government
• The risk of KiwiRail abandoning its assets at the
first 30-year lease agreement and, therefore, not
renewing a second 30-year lease agreement
• Risks relating to project construction, which is on
a short timeline to meet the expected ferry arrival
dates.
This transaction with the LGFA will not materially
impact the Council’s credit rating with S&P, nor
would it limit the ability to borrow more funding
for future Council projects as it doesn’t impact
the Council’s “Debt Cap”. Supporting this proposal would come at no cost to ratepayers. In fact,
through the Port’s increased returns, it will benefit
all of Marlborough through increased dividends.
This income, in turn, will contribute to reducing the
need for future rates increases.

Government interventions with KiwiRail

As a state-owned operator since 2008, KiwiRail
has relied on Government injections of cash for
more than a decade. While various Governments
have supplied this funding, it has come at varying
levels of willingness.
The Port was originally seeking to borrow $150
million (as included in Council’s Long Term Plan) for
the redevelopment and sought a Crown Guarantee
for the contract. When the Government rejected
the Crown Guarantee, because it is already committed to supporting KiwiRail, the Port re-calculated
its borrowing to reduce the level of risk involved.
The new figure, $110 million, supports a reduced
level of risk, reduced borrowing required and an
evolved design for the precinct with a reduced
environmental impact.
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The Port has also secured, from KiwiRail, securities
in the form of an irrevocable letter of credit covering six months’ worth of fees and ground rentals,
as well as a parent company guarantee to ensure
the Port has a claim on all KiwiRail cash flows and
assets in the event of non-performance.

Non-renewal after the 30-year lease

This redevelopment is an opportunity to cement
the relationship with KiwiRail in a 60-year
agreement, which will in turn secure long-term
dividends to the Council. This 60-year agreement
is comprised of two, 30-year terms. In this
agreement with KiwiRail, the Port is substantially
protected against asset stranding. Asset stranding
is where an asset has no further use. As previously
indicated earlier in this document, the Port is
only interested in strategic assets that are not
specific to KiwiRail’s operations. If KiwiRail decides
not to renew the contract after the first 30-year
period, it is obligated to pay the Port a substantial
termination “balloon” payment of 39% of the value
of Port’s assets.
KiwiRail has also agreed to a new pricing model
where fee payments are higher at the beginning
of the term. The fee is also on a fixed basis,
which means that the Port is not exposed to
KiwiRail’s volume risk. This payment model and
the Port adopting the strategy of committing cash
generated by this project to debt repayment will
mean that the $110 million advance will be repaid
before the end of the first lease term.

Project construction

Because the ferries have been ordered and now
have an expected delivery date, the construction
period now carries a certain level of risk for ontime completion. The Port has agreed to a fixedprice for KiwiRail to deliver the Port’s assets, with
KiwiRail taking on the responsibility for delivery
and accepting all overrun costs and programme
risks. If KiwiRail is underbudget, the Port will
realise a portion of these savings as well.
Throughout the design phases and into the
construction phase, the Port has retained a
governance role to ensure quality control.
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Summary
Significant steps have been taken to minimise risk and reduce borrowing to an
acceptable level for both the Port and the Council, while meeting the needs of the
community, KiwiRail and other Port clients.

Financing the Port’s share of the redevelopment will not reduce Council’s ability to borrow for
future projects, nor will it have any impact on the Council’s cost of future debt. Maintaining its
AA+ credit rating, as outlined in this document, would mean that Council remains one of the
strongest financial entities in New Zealand.
The financing would also be backed by the Port’s assets, which have been strategically reduced
to those which are not specific to KiwiRail in the event of asset stranding. In summary, while there
are always risks associated with a project of this size, it is considered that risk identification and
mitigation have been adequately undertaken to acceptable levels.

The new terminal building and landscaping will support KiwiRail and
the Port’s focus on sustainability for the precinct redevelopment.

Original size mm

The project will be measured against the Infrastructure Sustainability
Council of Australia, a rating scheme that promotes sustainability
throughout the planning, design, construction and operation of
infrastructure assets.
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Consultation options
The proposal

Preferred alternative: The Council raises $110 million through the LGFA to on-lend to Port
Marlborough to:
• Invest in Picton, future proofing the Port’s infrastructure
• Realise higher dividends for all ratepayers
• Reduce the cost of borrowing for the Port
• S
 upport the Port to cement a 60-year deal with its largest client, KiwiRail.
This transaction with the LGFA will not materially impact the Council’s credit rating with S&P, nor would
it limit the ability to borrow more funding for future Council projects as it doesn’t impact the Council’s
“Debt Cap”. Supporting this proposal would come at no cost to ratepayers. In fact, through the Port’s
increased returns, it will benefit all of Marlborough through increased dividends. This income, in turn,
will contribute to reducing the need for future rates increases.

The alternatives
Alternative 1: Port Marlborough raises debt in its own name.
While the advantage of this option is that it does not increase Council’s own debt, this is not the preferred
option for the following three reasons:
• Port Marlborough’s debt would appear on Council’s consolidated balance sheet.
• B
 anks would require security, initially from MDCH and then Council. These securities could take the
form of subscribed uncalled capital or Council guarantee, meaning that responsibility for the debt still
lies with Council.
• T
 he cost of debt would be significantly higher for the Port than Council. Estimates of the interest rate
charged to the Port under this option could be 1% to 1.5% percent higher than Council’s rate with LGFA.
This reduces dividends to Council and reduces the margin between the fee paid by KiwiRail and the
cost of interest (i.e. increases the project’s risk).

Alternative 2:
The project does not proceed as planned, and the deal would need to be
re-negotiated.
The highest risk in this option would be Government intervention and political pressure for the
redevelopment to proceed at speed. The ferries have been financed and ordered, and the programme
for construction has a tight timeline to meet the delivery dates. The consequences of Port Marlborough
not proceeding are that the benefits that have been secured as part of the negotiation may be lost.
Certainly what would be lost are not only the increased dividends, but also a reduction of approximately
$1 million of existing dividends per annum. The current wharf and terminal are coming to the end of their
economic life and in the near future will no longer generate revenue. As a result, the loss in cash terms to
the MDC Group is far greater as there is also the cash represented by depreciation and the percentage of
Post Tax Profits retained by the Port. The total loss would be over $3 million per annum. In a worst-case
scenario, KiwiRail could look at alternative ports to secure service or the Government could look
at compulsory purchase of part of the port.
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Do you support Council raising debt for
Port Marlborough’s share of the Waitohi
Picton Ferry Precinct Redevelopment?
In the submission form, you will be asked to choose and provide comments.
If you do not support the preferred option or only partially support it,
please specify which aspects of the proposed investment you do not support.
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