
The Treasury 
Budget 2020 Information Release 

July 2020 

This document has been proactively released by the Treasury on the Treasury website at  

https://treasury.govt.nz/publications/information-release/budget-2020-information-release 
 
Information Withheld 

Some parts of this information release would not be appropriate to release and, if requested, would be 
withheld under the Official Information Act 1982 (the Act). 

Where this is the case, the relevant sections of the Act that would apply have been identified.   

Where information has been withheld, no public interest has been identified that would outweigh the reasons 
for withholding it. 

Key to sections of the Act under which information has been withheld: 

[1] 6(a) - to avoid prejudice to the security or defence of New Zealand or the international relations of the 
government 

[2] 6(b)(i) - to avoid prejudice the entrusting of information to the Government of New Zealand on a basis 
of confidence by the Government of any other country or any agency of such a Government 

[5] 6(d) - to prevent endangerment of the safety of any person 

[9] 6(e)(iv) - to prevent serious damage to the economy of New Zealand by disclosing prematurely 
decisions to change or continue government economic or financial policies relating to the stability, 
control, and adjustment of prices of goods and services, rents, and other costs, and rates of wages, 
salaries, and other incomes 

[23] 9(2)(a) - to protect the privacy of natural persons, including deceased people 

[25] 9(2)(b)(ii) - to protect the commercial position of the person who supplied the information or who is 
the subject of the information 

[26] 9(2)(ba)(i) - to protect information which is subject to an obligation of confidence or which any person 
has been or could be compelled to provide under the authority of any enactment, where the making 
available of the information would be likely to prejudice the supply of similar information, or 
information from the same source, and it is in the public interest that such information should continue 
to be supplied 

[29] 9(2)(d) - to avoid prejudice to the substantial economic interests of New Zealand 

[33] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the confidentiality of advice 
tendered by ministers and officials 

[34] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank expression of 
opinions 

[35] 9(2)(g)(ii) - to maintain the effective conduct of public affairs through protecting ministers, members of 
government organisations, officers and employees from improper pressure or harassment; 

[37] 9(2)(i) - to enable the Crown to carry out commercial activities without disadvantage or prejudice 

[38] 9(2)(j) - to enable the Crown to negotiate without disadvantage or prejudice 

[39] 9(2)(k) - to prevent the disclosure of official information for improper gain or improper advantage 

[42] 18(d) - information is already publicly available or will be publicly available soon. 

https://treasury.govt.nz/publications/information-release/budget-2020-information-release


Where information has been withheld, a numbered reference to the applicable section of the Act has been 
made, as listed above. For example, a [23] appearing where information has been withheld in a release 
document refers to section 9(2)(a). 
 
Copyright and Licensing 

Cabinet material and advice to Ministers from the Treasury and other public service departments are © Crown 
copyright but are licensed for re-use under Creative Commons Attribution 4.0 International (CC BY 4.0) 
[https://creativecommons.org/licenses/by/4.0/]. 

For material created by other parties, copyright is held by them and they must be consulted on the licensing 
terms that they apply to their material. 
 
Accessibility 

The Treasury can provide an alternate HTML version of this material if requested. Please cite this document’s 
title or PDF file name when you email a request to information@treasury.govt.nz. 



 

Treasury:4186470v1 

Treasury Report:  Budget 2020 bilateral meeting with Hon Phil Twyford 

Date:   6 November 2019   Report No: T2019/3255 

File Number: SH-8-0 (Transport Sector Strategy 
and Policy) 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 

Read this report and attached 
material prior to your Budget 2020 
bilateral discussion with Minister 
Twyford 

Before 5:30pm, Wednesday 13 
November 2019 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Gerald Lee Analyst, National 
Infrastructure Unit (NIU)

 

David Taylor Manager, National 
Infrastructure Unit (NIU)

N/A 
(mob) 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached)    

[39] [23]

 



T2019/3255  Page 2 

Treasury Report:  Budget 2020 bilateral meeting with Hon Phil Twyford  

Executive Summary 

You are meeting with Hon Phil Twyford at 5:30pm on Wednesday 13 November 2019 for 
your Budget 2020 bilateral discussion regarding the Economic Development, Transport, and 
Urban Development portfolios.  

This report provides you with advice to inform your discussion, including information on 
existing funding in the Economic Development and Transport portfolios and our initial 
assessment of the cost pressure bids submitted.  

This report does not provide you with information on the Urban Development portfolio as 
information on Vote Housing and Urban Development baselines, cost pressure bids, and 
progress reporting will be covered in the report for your bilateral meeting with the Minister of 
Housing, Hon Megan Woods.   

Attached to this report are three Annexes which provide you with talking points, a full list of 
the cost pressure bids for each portfolio, and progress reporting information regarding past 
Budget initiatives as per your request to Minister Twyford. At the time this report was 
finalised, we have not received the information you requested regarding initiatives in the 
Economic Development portfolio. Your office will provide you with this information prior to the 
meeting. 

Across his portfolios, Minister Twyford has submitted 10 cost pressure bids totalling 
 million of operating and  million of capital funding for Budget 2020. 

The key points to note for each portfolio are as follows: 

• Economic Development  
o Minister Twyford has submitted five cost pressure bids totalling  million 

of operating and  million of capital funding for Budget 2020, within the 
Economic Development portfolio.  

o Although we have not yet formally assessed the cost pressure initiatives, based 
on our engagement with the Ministry of Business, Innovation and Employment 
prior to submission, we consider that not all initiatives submitted represent non-
discretionary cost pressures. Further information is provided in Annex B.  

o The largest cost pressure initiative requests top-up funding for 2019/20 and 
2020/21, of  million for the New Zealand Screen Production Grant – 
International. We consider this to be a non-discretionary cost pressure, but 
recommend Ministers revisit the current policy settings due to the escalating 
costs of the grant.  

• Transport 
o Minister Twyford has submitted five cost pressure bids totalling $28.288 million of 

operating and $18.045 million of capital funding for Budget 2020, within the 
Transport portfolio. 

o Although we have not yet formally assessed the cost pressure initiatives, based 
on our engagement with the Ministry of Transport prior to submission, we 
consider all five initiatives represent non-discretionary cost pressures. 

o 

[33] [33]

[33]
[33]

[33]

[38]
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Recommended Action 

We recommend that you read this report and attached material prior to your Budget 2020 
bilateral discussion with Hon Phil Twyford at 5:30pm on Wednesday 13 November 2019.  
 
 
 
 
 
David Taylor 
Manager, National Infrastructure Unit 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 

 

 

[38]
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Treasury Report: Budget 2020 bilateral meeting with Hon Phil Twyford  

Purpose of Report 

1. You are meeting with Hon Phil Twyford at 5:30pm on Wednesday 13 November 2019 
for your Budget 2020 bilateral discussion regarding the Economic Development, 
Transport, and Urban Development portfolios. 

2. For the Economic Development and Transport portfolios, this report provides you with: 

• Context on existing funding, including funding received in recent Budgets. 

• An overview of cost pressures submitted for Budget 2020. 

3. This report does not provide you with advice on the Urban Development portfolio as 
information on Vote Housing and Urban Development baselines, cost pressure bids, 
and progress reporting are covered in the report for your bilateral meeting with the 
Minister of Housing, Hon Megan Woods.   

4. Attached to this report are three annexes: 

• Annex A provides talking points for your discussion. 

• Annex B provides a full list of the cost pressures submitted for each of Minister 
Twyford’s portfolios.  

• Annex C provides progress reporting information regarding past Budget initiatives 
in the Transport portfolio as per your request to Minister Twyford. At the time this 
report was finalised, we have not received the information you requested 
regarding initiatives in the Economic Development portfolio. Your office will 
provide you with this information prior to the meeting.  

Economic Development 

Context 

Economic Development 

5. The Economic Development portfolio is responsible for approximately $650 million in 
the 2019/20 financial year, within Vote Business, Science, and Innovation.  

6. The areas of highest expenditure in this portfolio are the New Zealand International 
Screen Production Grants; international business growth services delivered by New 
Zealand Trade and Enterprise; major events funding (including the America’s Cup); 
and policy advice across all of the Ministry for Business, Innovation, and Employment’s 
(MBIE) portfolios.  

7. In Budget 2018, the Economic Development portfolio received $106.687 million of 
operating funding across the forecast period. The largest initiative in Budget 2018 in 
the Economic Development portfolio was funding for the 36th America’s Cup ($100 
million). 



T2019/3255  Page 5 

8. In Budget 2019, the Economic Development portfolio received $202.632 million of 
operating funding and $243.321 million of capital funding across the forecast period. 
The significant initiatives were: 

•  Building Early Stage Capital Market Development: $240 million capital funding 
across the forecast period (this was diverted from the NZ Super Fund to the New 
Zealand Venture Investment Fund). 

• National New-Energy Development Centre in Taranaki: $27 million. 

• International Support for New Zealand Businesses: $20.7 million. 

• New Zealand Screen Production Grant - International: $130 million. 

9. Minister Twyford is also responsible for the Industry Transformation Plans (ITPs), and 
will submit ITP bids in the Future of Work package as new spending initiatives.  

Ministry of Business, Innovation and Employment (MBIE)  

10. Minister Twyford is the Minister responsible for MBIE. 

11. As of June 2019, MBIE has just over 4,729 employees. This includes employees 
across New Zealand and overseas, as well as staff delivering frontline services (such 
as Immigration New Zealand, the Companies Office, and the Intellectual Property 
Office). MBIE has 14 overseas offices, and 46 offices within New Zealand. 59% of its 
staff are based in Wellington, 22% in Auckland and 7% in Canterbury.  

12. MBIE is responsible for three Votes which service 17 appropriation Ministers: 

• Vote Business, Science and Innovation (approximately $3.892 billion in the 
2019/20 financial year). 

• Vote Labour Market (approximately $2.041 billion in the 2019/20 financial year). 

• Vote Building and Construction (approximately $112 million in the 2019/20 
financial year). 

13. Around 48% of MBIE’s departmental revenue is from third party funding, whilst the 
remainder is Crown funding. 51% of MBIE’s operating expenses are personnel related, 
and 15% ICT-related. 

14. MBIE has responsibility for 17 regulatory systems, and has an all-of-government 
leadership role in improving the quality of regulation. MBIE also monitors 25 Crown 
entities, as well as a range of statutory and advisory boards. MBIE also has a 
functional leadership role to improve the effectiveness of cross-government 
procurement and property management. This is led by the Minister of State Services.  

15. During Budget 2019, the key MBIE cost pressures raised were: 

• Diseconomies of scale arising from the establishment of the Ministry of Housing 
and Urban Development (HUD). 

• MBIE payroll renewal. 

• MBIE remuneration framework. 

16. The diseconomies of scale arising from HUD’s establishment were not funded in 
Budget 2019.  
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Cost Pressures 

17. Minister Twyford has submitted five cost pressure bids totalling  million of 
operating and  million of capital funding for Budget 2020, within the Economic 
Development portfolio.  

New Zealand Screen Production Grant – International 

18. The largest cost pressure bid seeks  million across the 2019/20 and 2020/21 
financial years for the ongoing operation of the New Zealand Screen Production Grant 
– International (NZSPG).  

19. At Budget 2019, $130 million was committed to the NZSPG. This funding was only 
intended to cover the 2019/20 financial year and it was acknowledged that further 
funding would be needed at Budget 2020 [CAB-19-MIN-0174.05 refers].  

20. The estimated costs of the NZSPG have increased significantly, mainly due to Amazon 
Studio’s announcement that it will produce its Lord of the Rings TV series in New 
Zealand (T2019/2874 refers). 

21. We support the initiative in full. If additional funding is not provided through Budget 
2020, New Zealand will not be able to meet its existing grant obligations, and the 
Crown will breach contractual terms and suffer reputational damage. 

 

22. The Vote team has concerns about the policy settings and objectives of the NZSPG, as 
the costs of the NZSPG are likely to continue to rise. The NZSPG is non-discretionary 
and uncapped, and the policy settings function as a pre-commitment against future 
operating allowances. 

23. The Minister for Economic Development was invited to report back to Cabinet ahead of 
Budget 2020 on the fiscal sustainability of the NZSPG [CAB-19-MIN-0174.05 refers]. 
This report back has not been completed. We recommend discussing with Minister 
Twyford what progress there has been towards developing a more financially 
sustainable model for the NZSPG. 

24. We note that the New Zealand Screen Production Grant – Domestic is facing similar 
pressures and that the Minister for Arts, Culture, and Heritage has submitted a cost 
pressure bid. 

MBIE-wide Cost Pressures 

25. Minister Twyford has also submitted two cost pressure bids to increase resourcing for 
MBIE’s  

[33]
[33]

[33]

 
[33]

[33]

[33]
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26. Given the tight Budget allowances and other capability pressures across Government, 
we recommend discussing with Minister Twyford how he intends to prioritise cost 
pressures across MBIE.  

30. Minister Twyford has also submitted a cost pressure bid for MBIE Financial 
Management Information System (FMIS) Renewal. Comments on this bid is set out in 
Annex B. 

Transport 

Context 

31. As per the 2019/20 Estimates, Transport’s annual operating expenditure is $3 billion, 
while annual capital expenditure is $2.8 billion.  

32. The majority of transport expenditure is funded by land transport revenue (petrol excise 
duties, road user charges, and motor vehicle registrations).  This is hypothecated for 
investment through the National Land Transport Programme (NLTP). In 2019/20, $3.7 
billion or 65% of total expenditure in Vote Transport was appropriated to the NLTP.  

33. The regulatory activities of the transport crown entities (New Zealand Transport 
Agency, Maritime New Zealand, Civil Aviation Authority, and Transport Accident 
Investigation Commission) are primarily funded through fees, charges and levies.  
These are charged directly to participants in the relevant sector. 

34. In comparison, Crown funding covers certain areas of rail investment (including 
KiwiRail and City Rail Link); other land transport projects, such as the reinstatement of 
State Highway 1; Provincial Growth Fund projects; accelerated Regional State 
Highways and urban cycleways; and SuperGold card concessions. A number of loans 
are provided for road, rail and aviation security initiatives. Crown funding also covers 
the operational activities of the Ministry of Transport, and certain discrete functions 
within the other transport crown entities.  

[9]
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35. Total baseline increase over the last two Budgets for Vote Transport is summarised in 
the below table. 

Budget 
Estimates 

Total appropriations (4 
year annual avg) at 
Budget ($m) 

% increase (decrease)  in 
total appropriations (4 
year annual avg) from 
previous Budget ($m) 

Budget 2017 4,445  

Budget 2018 4,776 7.4 

Budget 2019 5,486 14.9 

36. Budget 2018 provided capital funding to KiwiRail and to meet the Crown’s share of the 
cost of the Auckland City Rail Link (CRL). Operating funding was also allocated to 
address cost pressures affecting the Civil Aviation Authority.  

37. Through Budget 2019, significant capital funding was provided to KiwiRail as the first 
instalment of the Future of Rail investment ($741 million over two years), and to cover 
further costs associated with the CRL. Operational funding was provided for the policy 
work associated with the Green Transport Card; the increased cost of the Minister of 
Transport’s contract with Metservice for weather warning services; Maritime New 
Zealand operational capability; and implementing the Future of Rail review findings. 
However, we note that the significant increase in the size of the Vote was also driven 
by increases to land transport revenue which flow through to the associated Permanent 
Legislative Authorities.  

Cost Pressures 

38. Minister Twyford has submitted five cost pressure bids totalling $28.288 million of 
operating and $18.045 million of capital funding for Budget 2020, within the Transport 
portfolio.  

39. We have not formally assessed the cost initiatives for the Transport portfolio at the time 
this report was finalised. Based on our engagement with the Ministry of Transport prior 
to submission, we consider all five initiatives are likely to represent non-discretionary 
cost pressures.  There may be options for scaling, and two initiatives will have no 
impact on Budget allowances. A full list of the initiatives (including preliminary 
assessments) is included in Annex B. 

Joint Venture Airports 

40. We recommend that you focus your discussion regarding transport cost pressures on 
the Joint Venture airports initiative as it carries the most significant fiscal and legal 
risks. Associated talking points are included in Annex A.  

41. Under the terms of the deeds, the Crown must meet half the cost of maintenance, 
operating deficits and minor capital works. Major capital works have to be agreed 
between the Crown and the Joint Venture airports.  

 This bid seeks 
$6.015 million in additional capital funding to meet total forecast expenditure of $7.498 
million through to 2022/23. $4 million of this relates to the proposed runway reseal at 
Whanganui Airport.  

42. 

[38]

 

[33]
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44. We support funding for this initiative as the Crown has existing legal obligations in 
relation to the Joint Venture airports. 

[38]

[34,38]
 

[33]
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Annex A: Talking Points for your bilateral with Minister Twyford 

Talking points for the Economic Development portfolio:  

• The costs for the New Zealand Screen Production Grant – International continue 
to escalate. As part of Budget 2019, the Minister of Economic Development was 
invited to report back to Cabinet ahead of Budget 2020 on the fiscal sustainability 
of the policy. What progress has been made towards this? 

• Which cost pressures present the highest risk of service and policy failure if they 
are not funded? Are there any that can be deferred or scaled? How will you work 
with other portfolio Ministers to prioritise cost pressures across MBIE? 

• 

Talking points for the Transport portfolio 

Progress reporting  

• My officials advise me that a significant proportion of the new spending sought for 
transport in Budget 2020 will likely relate to rail investment. I want to reiterate my 
view that we fund KiwiRail in instalments in order to evaluate the results of our 
investment before committing further funding.  

• As per my letter to you last month, what progress has KiwiRail made in delivering 
on the investments the Government made in rail through Budgets 2018 and 
2019? 

• How are we going to ensure that KiwiRail provides the Government with high-
quality performance information regarding our investments?  

• What is the status of the ferry procurement process? Are financing options for the 
ferries being explored as we requested?  

• As you know, the Government is facing tight fiscal constraints. What additional 
funding does the Crown need to commit to now in Budget 2020 in order to 
provide KiwiRail with certainty? What funding could be deferred to future 
Budgets?  

Joint Venture airports 

• As part of Budget 2019, we discussed progressing work on a strategy around 
regional airports, including options for the future of the Joint Venture airports.  

• 

• I understand that the Crown has a legal obligation towards the Joint Venture 
airports, and that funding will be needed in the short-term to cover these costs. 

 

[9]

[33]
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My officials will provide me with further advice on what the Crown needs to 
commit to now.  

• [38]
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Annex B: Cost Pressures  
Economic Development 

Title Description 

 

Funding Sought by Agency Treasury Comments 

 Opex Avg 
($m) 

Opex Total 
($m) 

Capex Total 
($m) 

  

 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

[9] [9] [9] [9] [9] [9]
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Title Description Funding Sought by Agency Treasury Comments 

MBIE Financial 
Management 
Information System 
(FMIS) Renewal 

This initiative provides funding to 
upgrade MBIE’s Financial 
Management Information System 
(FMIS). This will ensure that MBIE can 
implement e-invoicing and other cloud 
based offerings. This will enable faster 
invoice payment times and provide 
multi-device flexibility to back office 
functions. This aligns with common all-
of-government processes. 
  

0.900 3.600 - We do not have an assessment on this 
initiative yet.  

It is unclear whether this initiative meets the 
definition and non-discretionary criteria of a 
cost pressure. We see merit in further 
investigating whether this bid should be 
funded.  

This initiative provides funding to upgrade 
MBIE’s Financial Management Information 
System (FMIS) and move it to a cloud 
offering. This initiative includes a Master 
Services Agreement that could be used by 
other agencies in the future. Without this 
funding, the project scope would be 
reduced to MBIE requirements only. 

The depreciation capital for funding FMIS 
upgrades was used to absorb the costs of 
establishing FMIS for the Pike River 
Agency, KiwiBuild, the Provincial 
Development Unit and the Ministry of 
Housing and Urban Development.  

 [33] [33] [33] [33] [33] [33]



T2019/3255  Page 14 

Title Description Funding Sought by Agency Treasury Comments 
  

 
 
 

 
  
 

- 

Ongoing Operation 
of the New Zealand 
Screen Production 
Grant - International 

The New Zealand Screen Production 
Grant-International (NZSPG-
International) is a non-discretionary, 
uncapped rebate on expenditure 
undertaken in New Zealand, subject to 
specific criteria. The fiscal cost of the 
grant fluctuates in response to the 

- We support full funding for this initiative.  
Not funding this cost pressure will result in 
New Zealand breaching its existing grant 
obligations.  
 
The Minister for Economic Development 
was required to report back ahead of 

[33] [33]

[33] [33] [33] [33] [33]

[33] [33]
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Title Description Funding Sought by Agency Treasury Comments 
level of international screen production 
activity. Growing global demand for 
screen content, coupled with the 
favourable reputation as a screen 
production destination, is leading to 
rising levels of production activity in 
New Zealand. The MYA allocation has 
proven to be insufficient to meet this 
growth in activity. This initiative seeks 
additional funding to cover the 
anticipated call on the grant in the final 
year of the MYA (FY 2020/21). 

Budget 2020 on the fiscal sustainability of 
the NZSPG. This report back has not yet 
been completed. We recommend 
discussing with Minister Twyford what 
progress has been made on the fiscal 
sustainability of the NZSPG. 

Total  [33] [33] [33]
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Transport 

Title Description 

 

Funding Sought by Agency Treasury Comments 

Opex Avg 
($m) 

Opex Total 
($m) 

Capex Total 
($m) 

International 
membership 
charges 

New Zealand is a member of three 
international transport organisations 
where our contributions are proposed 
to increase. This initiative seeks 
funding to cover these cost increases. 

0.12 0.6  We support full funding for this initiative. 
The increase in the cost of international 
memberships (particularly in relation to civil 
aviation and maritime organisations) has 
been driven by factors outside of New 
Zealand’s control, as New Zealand is not a 
voting member of these organisations. We 
agree with the Ministry that membership of 
these organisations is non-discretionary and 
therefore additional funding is required to 
ensure we can meet our commitments. 

Joint Venture 
Airports – Critical 
Infrastructure 

This initiative is seeking funding in 
relation to the five joint venture 
airports. It ensures that the Crown can 
continue to meet its legal obligations, 
and the airports can continue to 
comply with Civil Aviation Regulations, 
maintain safe operations, and provide 
resilience and access benefits to their 
regions.  

  6.015 We will likely support funding for this 
initiative, but will look at options for 
scaling. Some level of funding will be 
required to meet the Crown’s legal 
obligations towards the Joint Venture 
airports.

Transport Accident 
Investigation 
Commission – 
Knowledge transfer 
system cost 

This initiative upgrades data and 
information systems that are critically 
out-of-date, unsupported, and can not 
deal with data scaling demands. The 
urgent capability gap is a quantitative 

1.682 6.728 0.03 We support full funding for this initiative. 
TAIC has provided compelling evidence of 
how outdated technology and a lack of 
internal resources is hampering its ability to 
carry out its statutory functions. An 

[38]
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Title Description Funding Sought by Agency Treasury Comments 
pressures analyst and human factors specialist is 

required to work with digital data. A 
solicitor is required to deal with the 
high volume of internationally-based 
legal challenges, and to access third-
party held technology and digital data.  

proposed investments in cloud-based IT 
systems and a small number of additional 
FTEs are well-costed and supported by a 
robust business case (even though it is not 
technically required for this initiative). 
Evidence has also been provided of the 
need for funding to cover business-as-usual 
cost pressures. 

Working Safer Levy 
– Maritime NZ 
HSWA designated 
regulator activities 

Maritime NZ currently receives 
Working Safer Levy funding for its 
Health and Safety at Work Act 2015 
(HSWA) designated maritime 
regulator function. The funding was 
initially approved for three years. The 
implementation phase of the HSWA 
has now been completed. A funding 
extension is required to provide the 
same level of service.  

5.24 20.96  We will likely support full funding for this 
initiative. If successful, the funding would be 
charged against the Working Safer Levy 
rather than Budget allowances.   

Civil Aviation 
Authority - Digital 
Regulatory 
Technology 
Platform 
Replacement 

To fund the capital replacement of 
CAA’s core regulatory technology 
platform ASMS (Aviation Safety 
Management System) with a 
commercial-off-the-shelf (COTS) 
regulatory aviation-specific system 
(EMPIC-EAP). ASMS is outdated, 
ineffective, unsupported, and 
preventing the CAA from effectively 
discharging its regulatory oversight. 
ASMS poses significant business 
continuity risks for the CAA as it is at 
risk of failure. EMPIC-EAP has a total 
project cost of $19 million, of which 

  12.0 We will likely support full funding for this 
initiative. As per the single-stage business 
case provided, there is a clear and 
compelling case for this investment. 
Depending on urgency, the Minister may 
seek Cabinet agreement to the loan prior to 
decisions being made on the Budget 2020 
package. In any case, the initiative would 
have no impact on Budget allowances as 
the loan would be repaid within 10 years of 
initial drawdown and be subject to a market 
interest rate. 
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Title Description Funding Sought by Agency Treasury Comments 
$16.4 million is for capital expenditure. 
$7 million of the total cost is able to be 
funded from existing CAA reserves 
and future revenues. This bid seeks a 
Crown loan to finance the remaining 
$12 million of project costs. 

Total 7.042 28.288 18.045  
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Annex C: Delivering on past Budget Commitments – Initiatives within Scope 
Economic Development 

Budget Title Funding allocated by Agency 

Opex Avg ($m) Opex Total ($m) Capex Total ($m) 

2019 New Zealand Screen Production Grants: International 32.5 130 - 

2019 Establishing a National New-Energy Development Centre in Taranaki 6.75 27 - 

2018 Funding for the 36th America’s Cup 25 100 - 

 Total 64.25 257 - 

Transport 

Budget Title Funding allocated by Agency 

Opex Avg ($m) Opex Total ($m) Capex Total ($m) 

2019 Future of Rail: Replacing Rolling Stock to Support a Resilient and Reliable Rail 
Freight System 

  375 

2019 Auckland City Rail Link: To Improve Access to Employment and Education in 
Auckland Central 

  1,394 

2019 Future of Rail: Working Capital to Support a Resilient and Reliable Freight Rail 
System 

  331 

2018 Auckland City Rail Link   427 

2018 KiwiRail Holdings Limited   185 

2018 KiwiRail Funding – Main North Line Reinstatement Costs   85 

 Total - - 2,797 
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Portfolio KiwiRail  

Title of Initiative  KiwiRail – Additional Investment / Future of Rail / Provincial Growth Fund Investment 

Budget  Budget 2018 and Budget 2019 

 
Funding Approved at Budget 

Operating ($m) 2017/18 2018/19 2019/20 2020/21 2022/23 & outyears 
N/A      

Capital ($m) 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 

Budget 2018 
Initiative: KiwiRail – Additional 
Investment 

  185         

Budget 2019 
Initiative: Future of Rail – 
Working Capital to Support a 
Resilient and Reliable Rail 
Freight System ($331m 
across 2 years) 

  65 266        

Budget 2019 
Initiative: KiwiRail Provincial 
Growth Fund Investment 

  50         

Total approved at Budgets 
2018 & 2019 

 300 266   

 
We have shown the initiatives requested in the Minister’s letter plus the $50m appropriated from the PGF 
to support regional rail initiatives. Progress against the PGF programme and associated outcomes is also 
reported separately to MBIE. 
 
Funding Spent to Date 

 2017/18 2018/19 2019/20 
Operating ($m) - - - 

Capital ($m) - - 177* 

* We have shown the equity drawdown to date in this table. $177 million of the $300m funding for FY20 
has been received as at 22 October 2019 - $92 million received in July and $85 million received in 
October to support upcoming cashflow requirements. The intention is to draw down the rest of the funding 
later in FY20. 
 
Note: 

• 2019/20 capital budget is $328m, of which $300m is funded through appropriations 
• $73m of the capital budget has been spent in quarter 1 
• $177m of the $300m appropriation has been drawn down to support cashflow requirements for 

the capital programme for quarters 1 and 2 
 

Outputs purchased 
What outputs has the funding spent to date purchased? Do these differ from what was originally described?  
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As highlighted in the Future of Rail Review and the draft NZ Rail Plan, significant capital investment is required to 
meet New Zealand’s need for a resilient & reliable rail network. To address legacy issues and ensure network 
performance, capital investment will be ongoing to maintain the national rail network.  
 
2019/20 
In KiwiRail’s 2019/20 Business Plan we set out the requirement to spend $328 million on KiwiRail’s core capital 
requirements. $300 million is to be funded by the appropriations outlined in the table “Funding Approved at 
Budget” above. This includes $50m from the PGF to address and improve the resilience of the rail network in 
regional areas. The remaining $28m is to be funded from KiwiRail’s operating surplus. 
 
This investment will help address legacy issues on the rail network and help move the rail network towards a 
sustainable ‘steady-state’ condition. Below is a summary of the capital investment which is planned for 2019/20 
with significant projects summarised: 
 

- Networks (including track renewal works, civils, signals and telecoms) $149m 
o Track renewals $87m, including the installation of 122,000 new concrete sleepers 
o Midline Line - Rolleston $6m 
o Kaimai Tunnel works $5m 
o Bridge 105 (Eastern Corridor Main Trunk) construction $5m 
o Responding to incidents (e.g. storm damage, slips, derailments) $5m 
o Waingawa Yard Improvements/Upgrade $4m 
o Bridge 190 (Main South Line) construction $4m 
o Bridge 229 (North Island Main Trunk) $2m 
o Bridge 91 (Eastern Corridor Main Trunk) construction $2m 
o Bridge 7 (South of Christchurch) construction $2m 
o Abbotsford Track Lowering (Lower South Island) $2m 
o Otakia Flood Bank raising $2m 

- Rolling stock* (refurbishment and renewal) $76m, including: 
o Locomotive refurbishment $11m 
o Wagon bogies, wheel sets and tyre turns $9m 
o Diesel locomotive Generation 1 engine renewals $9m 
o Locomotive Bogie overhauls $8m 
o Wheelshop – Hutt $8m 
o Containers and generators $6m 
o Plant and equipment $5m 
o Tourism related rolling stock $2m 

- Interislander $29m, including: 
o Kaitaki drydock $11m 
o Kaiarahi drydock $7m 
o Ship capital works $7m 

- Freight Operations $12m 
- Facilities $23m, including: 

o Pavement works $4m 
o Scenic and Interislander facilities $2m 
o Environmental and compliance works $2m 
o Westfield and Middleton offices and amenities $2m 
o Seismic and asbestos works $2m 
o HiRail and Light vehicles $3m 

- Property $11m 
- Corporate (ICT, Security & other) $28m 

o ICT infrastructure $4m 
o Freight reservation system $3m 
o Tourism upgrades $2m 
o Operations upgrades $3m 
o Mobility enabling technology $2m 

 
At the end of quarter 1 KiwiRail has spent $73m against a budget of $75m. This has included: 
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- Networks $35m, including: 
o Track renewals $22m – including 6,358 concrete sleepers installed, 10 kilometres of new rail 

installed, and 79 kilometres of track destressed (to allow for metal expansion and contraction) 
o Abbotsford Track lowering (Lower South Island) $2m 
o Incidents $3m 
o Bridge 229 (North Island Main Trunk) $1m 
o Kaimai Tunnel $1m 

- Rolling stock* $17m, including: 
o Locomotive Bogie overhauls $4m 
o Wagon bogies, wheel sets and tyre turns $3m 
o Diesel locomotive Generation 1 engine renewals $2m 
o Locomotive refurbishment $1m 
o Plant and Equipment $1m 
o Tourism related rolling stock $1m 

- Interislander $15m, including: 
o Kaitaki drydock $12m 

- Facilities $2m 
- Property $1m 
- Corporate (ICT, Security & other) $3m 

 
*Rolling stock included in our core capital requirements represents maintenance of our current fleet through 
refurbishment and renewal of locomotives and wagons, as well as associated plant and equipment. All mechanical 
plant, such as locos and wagons wears out with use and as it ages it becomes more susceptible to failure. 
KiwiRail does a mix of component replacement and total rebuild of some locomotives, which is shown here. 
These works are in addition to the programme of work to invest in new rolling stock and mechanical facilities which 
is covered by a separate appropriation and a separate progress report. 
 
Outcomes 
Has the intervention achieved the intended outcomes?   
The spend to date in FY20 has focused on KiwiRail’s core capital requirements and is achieving intended 
outcomes. This investment is targeted at critical asset renewal and is supporting increased reliability and resilience 
of the network and other core freight and tourism assets.  
 
A resilient and reliable network is important to support customer confidence in the service proposition and 
therefore greater volumes on rail – with associated commercial and externality benefits (reduced congestion, road 
maintenance, emissions etc). Examples of project outcomes achieved through this investment are: 

• Bridge 229 works – one of the last remaining wooden bridges on the North Island Main Trunk line was 
recently replaced with 210 tonnes of steel-reinforced concrete. This meant no more wooden piers in the 
stream restricting water flows and becoming debris traps. This investment increases resilience for 
customers on this critical route. 

• Kaitaki drydock – as well as other routine maintenance and repair work, new firefighting equipment was 
fitted to the vessel, along with a newly-fabricated stern interceptor that will further improve the ship’s fuel 
efficiency. This will achieve a smoother and safer journey for passengers and crew, and support reliability 
of service through the peak summer season. 

• Kaimai Tunnel – the track slab grouting has been completed, providing support to the slab, track and trains 
in New Zealand’s longest tunnel. The 8.86km tunnel is a vital and busy link on the East Coast Main Trunk 
line between the Bay of Plenty, Waikato and Auckland, serving several key customers, including the Port 
of Tauranga.  

 
The investment in core capital requirements to date has enabled KiwiRail to continue to operate the network safely 
during the period. This has enabled 107,000 passengers to travel on the Interislander and 43,000 passengers to 
travel on Scenic trains. During quarter 1 there was 1,034 million net tonne kilometres of freight carried by rail 
which reduced the heavy vehicle road impact by 277,000 truck trips, saved 23 million litres of fuel and saved 
63,000 tonnes of CO2-e emissions. 
 
The $50m regional rail investment from the PGF is targeted specifically at improving the resilience of rail in the 
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regions, supporting local economies and enabling local jobs. This includes specific projects (e.g. remedial bridge 
work in the Bay of Plenty, Otago and South of Christchurch) and remedial programmes focused on regional lines 
(civil and track works, destressing, re-sleepering, formation and ballast clean). The PGF programme is reported 
separately to Treasury, MOT and MBIE. 
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Portfolio Transport 

Title of Initiative  Future of Rail - Rolling Stock Investment to Support a Resilient and Reliable Rail Freight 
System 

Budget  Budget 2019 

 
Funding Approved at Budget 

Operating ($m) 2017/18 2018/19 2019/20 2020/21 2022/23 & outyears 
 - - - - -

Capital ($m) 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28

  138 237   

 
Budget 2019 provided total funding of $375m: over two years towards replacing rolling stock 
that is at the end of its useable life and to upgrade maintenance facilities which are no longer fit 
for purpose.  
 
Funding Spent to Date 

 2017/18 2018/19 2019/20* 
Operating ($m)  

Capital ($m)  100

*$100m of the $138m has been drawn down as equity to date with the remaining $38m expected to be drawn down 
later in the current financial year. 
 
Outputs purchased 
What outputs has the funding spent to date purchased? Do these differ from what was originally described?  
Rolling Stock 
The funding is being applied to work on the rolling stock procurement programme: 

• A significant proportion of the funding is allocated to locomotive procurement. This includes committed final 
payments for locomotives already ordered and received, and funding for the next tranche of orders as 
follows: 

o Funding will be applied to the final payment of USD$15m for the 15 new DL Class locomotives. 
These arrived in NZ in October 2018 and final payment is expected to be paid in January 2020 
once the agreed performance standard has been achieved. All have been commissioned at our 
Te Rapa maintenance depot before being introduced to service. Older locomotives are being 
progressively retired as they are no longer fit for use, or are uneconomic to repair/refurbish. The 
new locomotives have been deployed around the North Island and have supported freight 
demand (the domestic freight market grew by 25% in FY19).  

o Work on the next tranche of orders for the locomotive fleet replacement programme is underway 
including: 

 Mainline locomotives functional specification, development of RFP and sourcing strategy. 
 Electric shunt vehicle procurement under development. 

• Final payments to be made in October/November 2019 on 450 new container top wagons ordered in 
January 2019. The first batch of wagons (220 of the 450) was received in Tauranga Port in October 2019, 
with the second batch of 230 wagons due to be received in November 2019.  Arrival of these wagons 
supports our peak period and will allow retirement of some old wagons as the new wagons are 
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progressively brought into service. Older wagons that to fail to meet code will continue to be retired on a 
case by case basis in the interim. 

• The procurement process is underway for the next tranche of 450 wagons, with an RFP issued in 
September and responses currently being evaluated. This enables us to continue to support market 
capacity.    

 
Mechanical maintenance facilities 
The funding has been applied to the redevelopment and upgrade programme for KiwiRail mechanical 
maintenance facilities as follows: 

• Waltham – construction of a new building and facility to service scenic carriages (phase 1) and a regional 
mechanical hub (phase 2). The project is in the procurement stage for phase 1, with tenders for the scenic 
implementation works currently being evaluated.  The regional mechanical hub is in project planning and 
initiation stage. 

• Westfield – options to develop a main North Island mechanical facility. This is currently at planning and 
project initiation stage. 

• Woburn - seismic strengthening and working conditions improvements. The seismic project for Plant 2is in 
the procurement stage with a $7m contract currently being finalised with preferred tenderer.  

• Tier 2&3 sites - initial planning for lifecycle refreshes is underway. Industry soundings have commenced for 
procurement of monitoring equipment and jacks. 

This investment supports modern facilities, modern work practices and improved safety. 
 
Outputs are consistent with the original plan. 
 
 
Outcomes 
Has the intervention achieved the intended outcomes?   
This funding for replacement of Rolling Stock and Mechanical facilities is part of a multi-year programme to deliver 
resilient, reliable and safe assets. The intended outcomes will be achieved upon completion of works and 
commissioning of the new assets. 
 
Rolling Stock 
The new locomotives are more energy efficient and will help reduce emissions. The 15 new DL Locomotives 
comply with EU Stage IIIA emissions regulations, meaning they emit up to 60% less particulate matter (PM) and 
up to 30% less NOx than comparable older locomotives in our fleet.  Fuel savings of between 10% and 20% on 
the new locomotives are expected. New locomotives and wagons enable increased capacity, reliability and 
timeliness of heavy freight between ports and regions and other strategic lines.  A more reliable fleet supports 
customer confidence in the service proposition and therefore greater volumes on rail – with associated commercial 
and externality benefits (reduced congestion, emissions, road maintenance etc).  
 
Since the budget announcement in May 2019, 220 wagons have arrived into service and are currently being 
commissioned in Tauranga, with a further 230 due to arrive in November 2019. These will support our peak freight 
period – after which time the oldest wagons will be progressively retired, reducing the associated risk of failure of 
these aging assets. 
 
Mechanical maintenance facilities 
Upgrades will allow for better throughput of rolling stock maintenance and smart technology usage and hence 
create the step change in productivity, safety and energy efficiency that the new rolling stock will bring to KiwiRail. 
They also address poor and inefficient working conditions, and improve seismic strength, energy efficiency and 
environmental compliance within these facilities. 
 
The mechanical facility upgrades are at an early stage – the full benefits will be achieved upon completion of the 
upgrade works.  
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Portfolio Transport  

Title of Initiative  Reinstatement of South Island Main North Line 

Budget  Budget 2018 

 
Funding Approved at Budget 

Operating ($m) 2017/18 2018/19 2019/20 2020/21 2022/23 & outyears 
 - - -

Capital ($m) 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28

 - 85 - - - - - - - -

 
Funding Spent to Date 

 2017/18 2018/19 2019/20 
Operating ($m) - - -

Capital ($m) - 85 -

 
The $85m represents the equity drawn down in 2018/19 to fund the reinstatement.   
 
Outputs purchased 
What outputs has the funding spent to date purchased? Do these differ from what was originally described?  
KiwiRail has rebuilt transport connections in the South Island following the devastating November 2016 
earthquake. Daytime freight services and passenger services (Coastal Pacific) are now operating as normal.    
 
The reinstatement of the South Island Main North Line (MNL) which runs from Christchurch to Picton, was one of 
the biggest rail projects in New Zealand since WWII.  Over $422m has been spent to date (November 2016 to end 
of September 2019) to reinstate the line, enabling freight and tourism passenger services to resume and 
improving reliability and resilience against future events.  The cost was funded by a mixture of insurance and 
Crown funding. 
 
The MNL is an integral part of the New Zealand land transport network and is crucial for all other inter-island 
freight movements and carried around 1 million tonnes of freight per annum before the earthquake. 
 
Reliability has been tested since re-opening with limited closures due to adverse weather conditions, and slips on 
the line. KiwiRail have put in place speed restrictions, and early warning systems where needed to mitigate these 
issues. Reliability has since increased considerably and ongoing resilience improvements are in progress, in 
particular Half Moon Bay and Tunnel 21 upgrades. There is further work required to ensure the resilience and 
performance of the line is comparable to that of SH1 and there is reduced vulnerability to future adverse events. A 
further Budget bid will be presented for these works. 
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Outcomes 
Has the intervention achieved the intended outcomes?   
Financial impacts and opportunities 
The Kaikoura earthquake had widespread revenue and cost impacts for KiwiRail as freight flows around New 
Zealand changed, along with the effects on passenger services on the Interislander ferries and rail tourism 
journeys.  
 
The reopening of the MNL in September 2017 helped KiwiRail regain freight share and took pressure off the 
inland alternate route by removing 2,000 trucks off roads every month.  
 
The Coastal Pacific service resumed in December 2018, reinstating tourism opportunities for Canterbury and 
Marlborough regions. 
 
Award 
KiwiRail, and its project partners in the North Canterbury Transport Infrastructure Recovery alliance including 
NZTA, won a prestigious North American rail industry award for its work to restore the MNL. The award recognises 
the remarkable efforts by all our teams in to have the MNL reopened to restricted freight services within 10 months 
of the earthquake and returned to 24/7 operations for both freight and tourism services the following year.  
 
The project has delivered its intended reinstatement outcomes to date with the re-opening of the line to freight and 
passengers. The remaining stages of the project will more fully deliver the required level of service and resilience 
outcomes.  
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Portfolio Transport  

Title of Initiative  Auckland City Rail Link 2018 & 2019 

Budget  Budget 2018 ($427m) and 2019 ($1,394) have been combined as they represent 
adjustments and enhancements to a single initiative – the City Rail Link (CRL) project. 

 
Funding Approved at Budget* 

Operating ($m) 2017/18 2018/19 2019/20 2020/21 2022/23 & outyears 
  

Capital ($m) 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28

 436 234 255 360 405 410 92 173.5  

*The funding profile above aligns with the funding approved through Budget 17, Budget 18 and 
Budget 19. Joint Ministers have since approved expense transfers to align funding with City Rail 
Link Limited’s forecast funding requirements, and to maintain the total budget for Auckland City 
Rail Link at the approved level. 
 
Also note there is an expectation that there will be a return to the Crown of $108 million in 
2024/25 for property sales. This is not reflect in the table above. 
 
Funding Spent to Date 

 2017/18 2018/19 2019/20 
Operating ($m) 14.453 - -

Capital ($m) 311.14 65 130

 
Outputs purchased 
What outputs has the funding spent to date purchased? Do these differ from what was originally described?  
The funding has contributed to the outputs in line with what was described in the various initiatives leading to the 
final funding structure for the CRL project. However, a slightly protracted procurement process has resulted in 
some underspend relative to budget to this point in time. 
 
Monitoring is occurring by the spending has been incorporated in an amended Project Delivery Agreement (PDA) 
for the CRL project, which is an agreement for City Rail Link Ltd (CRLL) to deliver the CRL ready for operation. 
The signatories to the agreement are CRLL, the Crown and Auckland Council. The PDA specifies comprehensive 
reporting requirements on project progress. We attach a copy of a recent monitoring report (note it is commercially 
sensitive).  
 
Outcomes 
Has the intervention achieved the intended outcomes?   
It is too early to assess against intended outcomes as the project is not due for practical completion until late 2024 
(with some post-completion work scheduled). 
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