
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

 
 
Reference: 20200107 
 
 
5 June 2020 
 
 

Dear  
 
Thank you for your Official Information Act request, received on 9 March 2020.  You 
requested the following: 
 

“226 Jones Treasury on behalf of the New Zealand Infrastructure Commission, 
Te Waihanga 1-Nov-19 Update of the Infrastructure Pipeline  
 
227 Twyford Treasury 12-Nov-19 KiwiRail - advice on Holidays Act remediation” 
 

On 3 April we sent you a letter extending your request by 60 working days. 
 
Information being released 

Please find enclosed the following documents: 
 
Item Date Document Description Decision 

1.  11 November 2019 T2019/3575 - KiwiRail - advice on Holidays 
Act remediation 

Released in part 

2.  22 October 2019 T2019/3014 - Update of the Infrastructure 
Pipeline 

Released in part 

 
I have decided to release the documents listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 

• section 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 

• section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions, and 

• section 9(2)(b)(ii) – to protect the commercial position of the person who supplied 
the information, or who is the subject of the information. 

s9(2)(a)

s9(2)(a)



2 

Please note, on page 21 of the Binder in ‘Figure 4 - Investment in the Manawatu 
region’ an incorrect figure of $400 million was quoted for a project by Mid Central 
District Health Board, this should have been $25 million. 

Information publicly available 

The following information is also covered by your request and is publicly available on 
the Infracom website: 
 

Item Date Document Description Website Address 

1.  22 October 2019 Attachment to T2019/3014 – 
‘Master Copy Pipeline 17.10.19 
– Final Version’ Spreadsheet 
of Pipeline Projects 

https://infracom.govt.nz/projects/ 

 
Accordingly, I have refused your request for the documents listed in the above table 
under section 18(d) of the Official Information Act: 

• the information requested is or will soon be publicly available. 

 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
 
Yours sincerely 
 

 
 
David Taylor 
Manager, National Infrastructure Unit 

https://infracom.govt.nz/projects/
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Treasury Report:  Update of the Infrastructure Pipeline 

Date:   22 October 2019  Report No: T2019/3014 

File Number: SH-17-6 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 

Note that an update to the Prototype 
Infrastructure Pipeline will be published on 29 
October 2019. 

24 October 2019. 

Hon Shane Jones 
Minister for Infrastructure 

Note that an update to the Prototype 
Infrastructure Pipeline will be published 29 
October 2019. 

Note that future advice regarding the 
Infrastructure Pipeline will come from the New 
Zealand Infrastructure Commission, Te 
Waihanga. 

Refer a copy of this report to the Ministers of 
Transport, Health, Education, Defence and 
Corrections, and Ministers for State Owned 
Enterprises and Biosecurity. 

24 October 2019. 

 

 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Owen Matthews Senior Analyst, 
Infrastructure 
Transactions Unit 

 

Karen Mitchell Interim Head of the 
Infrastructure 
Transactions Unit 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

Refer a copy of this report to the Ministers of Transport, Health, Education, Defence and 
Corrections, and Ministers for State Owned Enterprises and Biosecurity. 

 

Note any feedback on the 
quality of the report 

 

Enclosure: Yes (MASTER COPY Pipeline 17.10.19 - Final Version (Treasury:4188201v1)) 

s9(2)(g)(ii)
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Treasury Report:  Update of the Infrastructure Pipeline 

Executive Summary 

The Infrastructure Transactions Unit (ITU) within the Treasury published the Prototype 
Infrastructure Pipeline (the Pipeline) on 9 May 2019.  It contained data from the New Zealand 
Transport Agency (NZTA), New Zealand Defence Force (NZDF), Ministry of Education, 
Ministry of Health and Department of Corrections [TR 2019/862, T2019/1167 and 
T2019/1255 refer].  

The New Zealand Infrastructure Commission, Te Waihanga1 (the Commission) intends to 
publish an update to the Pipeline on 29 October 2019.  The update includes 506 projects, an 
increase from 174 projects in May.  The total value of the Pipeline is now an estimated $21.1 
billion, up from $6.1 billion2.  

Ten additional organisations provided data for the Pipeline update 

Ten additional organisations have contributed to the October 2019 Pipeline update.  This 
brings the number of contributors to 15.  

The collection of project data for the Pipeline was an iterative process.  Organisations 
provided project data directly to the ITU on the expectation that it would be made publicly 
available.  Each organisation is responsible for the accuracy and completeness of its own 
project data.  Data quality varied overall, with some submissions requiring only minor 
changes. Other submissions were able to be corrected or reconciled with the organisation in 
time for this update.  

Of the agencies that contributed to the May publication, we received updates from the NZTA, 
NZDF, Ministry of Education and Department of Corrections.  The Ministry of Health is 
currently working through a project prioritisation process and consulting with District Health 
Boards (DHBs).  The Ministry of Health will provide an update after the outcome of this 
process has been made public, and the Pipeline will be updated at that time.  

Insights from the updated Pipeline data 

In this update, 15% of projects in the Pipeline are valued at above $50 million, contributing 
$16.2 billion, or 77% of the total Pipeline value. 

The transport sector comprises projects from NZTA, KiwiRail, Palmerston North City Council, 
and the Manawatu District Council and is the largest sector in the Pipeline with $6.5 billion of 
anticipated spend across 102 projects.  This comprises 20% of all projects and 31% of the 
total Pipeline value.  The Pipeline update includes rail initiatives, with the addition of 
KiwiRail’s Auckland Metro Rail Network Programme and the City Centre to Mangere Light 
Rail Programme.  These two projects contribute approximately $2.3 billion between 2020 and 
20283. 

                                                
1 The Infrastructure Commission was established under the New Zealand Infrastructure/Te Waihanga 
Act, which gained Royal Assent on 25 September 2019.  
2 The Pipeline estimated value is based on project values provided by organisations, where not 
available, the midpoints of ranges or publicly available information have been used. 
3 The figure provided for the City Centre to Mangere Light Rail represents the $1.8 billion funding 
allocation stated in ATAP. This does not represent the full value of the project. For more information 
see https://www.transport.govt.nz/land/auckland/atap/questions-and-answers/ 
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The largest contribution of previously uncaptured projects has come from water utility 
infrastructure procurers, including Wellington Water and Watercare.  The water sector has 
contributed 170 projects to the Pipeline with an estimated value of $5.9 billion.  These 
projects are expected to be procured between now and 2028.  
 
Insights from project phase dates  

We have analysed project phase dates i.e. business case, procurement or construction 
phases. Project data provided by participants indicates 28 projects are expected to move 
from business case development to procurement between October 2019 and the end of 
March 2020. Nine projects are expected to begin construction over the same time frame.  

However, analysis of the project phase dates provided for the update is not a true illustration 
of the Pipeline. This analysis is only representative of the projects where phasing of project 
activity was provided.  

In this update 337 projects do not have project phase dates assigned. This accounts for 67% 
of projects and 70% of the estimated value. We will continue to work with organisations to 
understand their issues with providing phase dates and improve reporting. 

Next steps 

For the next iteration of the Pipeline, we will focus on collecting data from the other central 
agencies (e.g. Kāinga Ora, Department of Conservation, Ministry of Justice, Ministry of 
Foreign Affairs and Trade, NZ Police and Customs NZ) and continue to engage with local 
councils, universities and other interested parties. 

As the Pipeline continues to grow it will give more oversight to organisations and the market 
as to where there are opportunities to increase efficiency or partner with others. Or identify 
potential capacity and or resource constraints.     

In the next six months we will focus on: 

a) developing a longer-term strategy for the Pipeline – for example, what additional 
functionality is required and how the burden of data collection and maintenance 
can be reduced 

b) increasing data coverage to provide richer analysis, match supply and demand 
for key resources and identify areas of boom and bust  

c) supporting/facilitating the development of regional collaboration using the 
Manawatu Regional Pipeline as a test case.  
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Recommended Action 

We recommend that you: 
 
a note that an updated version of the Prototype Infrastructure Pipeline will be published on  

29 October 2019 
 

Noted 
 
b note that future advice regarding the Infrastructure Pipeline will come from the New 

Zealand Infrastructure Commission, Te Waihanga 
 

Noted 
 
c refer a copy of this report to the Ministers of Transport, Health, Education, Defence and 

Corrections, and Ministers for State Owned Enterprises and Biosecurity. 
 
 Refer/not referred. 
 
 
 
 
 
 
Karen Mitchell 
Interim Head of the Infrastructure Transactions Unit 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
Hon Shane Jones 
Minister for Infrastructure 
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Treasury Report:  Update of the Infrastructure Pipeline 

Purpose of Report 

1. This report provides you with information on the October 2019 Infrastructure Pipeline (the 
Pipeline) update.  

2. The updated Pipeline builds on the Prototype Infrastructure Pipeline published by the 
Infrastructure Transactions Unit (ITU) on 9 May 2019 [TR 2019/862, T2019/1167 and 
T2019/1255 refers].  It includes updates to existing projects and adds project data from a 
further 10 organisations.  These additional organisations are a mix of central and local 
government agencies, State Owned Enterprises, Council Owned Organisations, a District 
Health Board, and a University. 

3. The intention is to publish the update on the New Zealand Infrastructure Commission, Te 
Waihanga (the Commission) website on 29 October 2019. 

Background 

4. The ITU within the Treasury published the Prototype Infrastructure Pipeline on 9 May 
2019.  It contained data from the New Zealand Transport Agency (NZTA), New Zealand 
Defence Force (NZDF), Ministry of Education, Ministry of Health and Department of 
Corrections. 

5. The Pipeline was the first step in providing the infrastructure market with better 
information about the timing, sequencing and scale of future credible and committed 
infrastructure projects.  When fully developed, the Pipeline will give the market 
confidence to invest in capability and capacity for delivery.  It will also inform the 
Commission’s thinking as it develops a 30-year strategy to address New Zealand’s 
infrastructure needs.  Publishing the Pipeline is part of the Commission’s role and is a 
Government-led priority under the Construction Sector Accord. 

6. The ITU, which was initially established within the Treasury will transition to the 
Commission in the coming months.  

Pipeline progress since our last update 

7. Following the publication of the Prototype Pipeline, we received positive feedback from 
both contributing agencies and market participants.  Feedback we receive is an important 
part of how we measure whether the Pipeline is meeting the market’s expectations.  We 
will continue working to meet expectations over subsequent iterations and updates to the 
Pipeline.  

8. We have engaged with organisations across central and local government, State Owned 
Enterprises and Universities in an effort to expand the number of contributors to the 
Pipeline and increase awareness of its value to the market.  These efforts have delivered 
a material uplift in the level of information.  While many of these organisations were 
willing to submit information to the Pipeline, not all were ready with credible and certain 
project data.  
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9. Data varied in quality between contributors, suggesting a number of organisations found 
providing an accurate outlook of credible infrastructure investment or anticipated 
infrastructure delivery challenging. However, there were examples of procurers who are 
able to provide clear investment intention and project delivery.   

10. The establishment of the Commission includes the development of a new website.  As 
part of this, we have refined the current tool used to publish and present the Pipeline 
(currently on the Treasury’s website).  We will introduce further improvements over time 
to reflect feedback. 

Summary of the Pipeline Update  

11. Of the agencies that contributed to the Pipeline in May, we received updates from the 
NZTA, NZDF, Ministry of Education and Department of Corrections.  The Ministry of 
Health is currently working through a project prioritisation process. The Ministry of Health 
will provide an update after the outcome of this process has been made public, and the 
Pipeline will be updated at that time. 

12. In this update, all NZDF project start dates have been pushed out by one to two years, 
with projects now beginning from 1 July 2020. NZDF has noted that these changes are 
due to capital and capacity constraints.  Delays in procuring the Defence Estate and 
Infrastructure Alliance, and an overrun in the Defence Estate Regeneration Programme’s 
intended spend were also identified by NZDF as part of why project dates have been 
moved out. 

13. The updated Pipeline includes ten additional organisations that have submitted projects 
to publish on the Pipeline.  This increases the number of contributors from five for the 
May publication to 15 as at the October update. The updated Pipeline sees the number of 
projects increase from 174 to 506 and an estimated value increase from $6.1 billion to 
$21.1 billion.  

14. Table 1 summarises the number and cumulative value of projects provided by each 
organisation.  It also shows whether there has been an increase or decrease in the 
number of projects provided by the five organisations that contributed to the May 
publication. 
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Table 1 – Summary by Organisation 

Organisation 

Projects 

(change from May) Estimated value* 

Antarctica NZ 1 $100 – $250 million 

Department of Corrections 11 (+1) $1.4 billion 

KiwiRail 8 $2.28 billion 

Palmerston North City Council 98 $577 million 

Manawatu District Council 14 $249 million 

MidCentral District Health Board 3 $5 - $25 million 

Ministry of Education 99 (+47) $1.1 billion 

Ministry of Health 14 (0) $2.6 billion 

Ministry for Primary Industries 1 $100 - $250 million 

New Zealand Defence Force 54 (+2) $1.1 billion 

New Zealand Transport Agency4 47 (+3) $3.9 billion 

Transpower 9 $993 million 

University of Otago 23 $881 million 

Watercare 116 $5.3 billion 

Wellington Water 8 $290 million 

Total 506 $21.1 billion 

The Pipeline in context 

15. It is important to note that the Pipeline only includes infrastructure projects that are 
‘credible and committed’.  Our coverage of infrastructure includes horizontal (roads, rail, 
pipes, wires) and vertical (hospitals, schools, prisons) assets. 

16. While there will be overlap in the value of projects in the Pipeline with other sources of 
investment information (Government Investment Portfolio (GIP) and Budget net capital 
spend), the estimated value of the Pipeline is not directly comparable to these sources.  

17. The Treasury collects information from agencies on significant investments that are 
planned and underway.  This includes infrastructure as well as other significant 
investment such as ICT and vehicles.  This information informs the GIP. The value of the 

                                                
4 Note the estimate provided for the City Centre to Mangere Light Rail is $1.8 billion as stated in ATAP 
and does therefore not include the full estimated cost of the project. . For more information see 
https://www.transport.govt.nz/land/auckland/atap/questions-and-answers/ 
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GIP, as at October 2018, is $31.4 billion over ten years and captures investment 
intentions that may be unfunded in out-years. 

18. Central Government’s total net capital spend over the next five years is forecast at $42 
billion5.  This figure includes all Government assets and future allowances that are not 
tagged to specific projects. 

19. Table 2 below compares the Pipeline, the GIP and the Capital spend. 

Table 2 – The Infrastructure Pipeline in context 
 Infrastructure Pipeline Government Investment 

Portfolio 
2019 Budget Capital 
Spend 

Value $21.1 billion $31.4 billion $42 billion 

Projects 506 1039 n/a 

Coverage Central and Local Govt, 
SOEs, CCOs, 
Universities 

Central Govt, Crown 
Entities 

Central Govt, SOEs 

Timeframe 10 years  10 years 5 years 

Notes New infrastructure 
projects to the market.  

Coverage is not yet 
complete. 

Captures planned and 
underway investment. 
Includes maintenance and 
non-infrastructure 
investments, along with 
new investment. 

All net capital including 
financial 

Data collection process and the quality of the data received 

20. Based on experience of delivering the Pipeline, we have focused efforts on continuous 
improvement and refinement of the process to collect, analyse and publish the supplied 
data. 

21. We collected information for the Pipeline directly from each organisation on the basis that 
it would be published as part of the Pipeline update. Initial submissions varied in quality.   
Common reasons for follow up were project descriptions being unclear or data not 
meeting the minimum standard for publication (such as dates being entered incorrectly).  
Where this occurred, the ITU worked with the organisation to complete the data or 
explain why a particular submission could not be published as part of the Pipeline update.  

22. In this update, Transpower was notable for the quality of data received.  This reflects 
Transpower’s maturity in this space as a regulated utility with detailed long-term asset 
management plans that are regularly reviewed by the Commerce Commission. 

23. Data that will be published as part of the Pipeline update has been sent back to each 
contributor for their final approval prior to being released.  As part of the process, we 
received minor updates from KiwiRail, the University of Otago, Wellington Water, and 
MidCentral DHB. Of note three projects were removed from the MidCentral DHB data set 
due to prioritisation decisions made by the Ministry of Health. 

  

                                                
5 https://www.budget.govt.nz/budget/pdfs/wellbeing-budget/b19-wellbeing-budget.pdf 
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Pipeline update analysis and content overview 

24. In this update, 75 (15%) projects are valued at above $50 million, and contribute $16.2 
billion, or 77% of the total value of the Pipeline.  

25. Transport is the largest sector in the Pipeline with $6.5 billion of anticipated spend across 
102 projects.  The transport sector includes projects from NZTA, KiwiRail, Palmerston 
North City Council, and the Manawatu District Council. This comprises 20% of all projects 
and 31% of the total Pipeline value.   

26. The largest contribution of previously uncaptured initiatives has come from water utility 
organisations, including Wellington Water and Watercare.  These two organisations have 
contributed a combined 170 projects to the Pipeline with an estimated value of $5.8 
billion.  These projects are expected to be procured between now and 2028. 

27. Of note is that Watercare has recently announced a 10-year $2.4 billion enterprise 
contract model6.  Two contractors have been selected to deliver a programme of works 
with projects shared between them.  The certainty of this work will allow contractors to 
retain key staff and invest in capability, while reducing the cost of delivery and improving 
health and safety outcomes.  

28. The updated Pipeline also includes the energy sector with the addition of Transpower.  
Transpower has contributed nine projects to the update with an estimated value of $1 
billion out to 2033.  

29. The number of Ministry of Education projects moves from 52 to 99, or about 20% of the 
projects in the Pipeline.  The University of Otago has contributed 23 projects to the 
Pipeline, which brings the total number of projects classified under the education sector 
to 122, or 24% of all projects.  The education sector equates to around $2 billion in 
capital investment, or 9% of the Pipeline value. 

30. The NZDF contributed an additional five projects to the Pipeline.  This brings the defence 
sector projects to 52 with a total value of $1.1 billion.  All NZDF projects are in business 
or investment case development.  

31. In this update, 61% of projects included are in investment or business case development.  
This equates to an estimated $11.9 billion of infrastructure investment if these projects 
successfully progress to procurement.118 projects (23%) are currently under 
procurement with an estimated value of $3.7 billion.  This represents around 18% of the 
estimated value of the Pipeline.  

  

                                                
6 https://www.watercare.co.nz/About-us/News-media/Our-$2-4-billion-construction-partnership-with-Ful 
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32. Figure 1 shows the estimated value of the Pipeline by project status and sector.   
 
Figure 1 - Estimated Pipeline Value ($ billion) by Project Status and Sector 

 

33. The most common method of procurement is construct only (62% of projects).  
Procurement for design and construct partners is the second highest intended and/or 
utilised procurement method (9% of projects).  Contributors have not yet determined 
procurement method for around 24% of projects representing around 39% of estimated 
pipeline value).  

34. Around 15%, or 78, projects are currently reported as under construction.  This equates 
to around 25% of the Pipeline value, or $5.3 billion of infrastructure currently being 
delivered by the market.  

Insights from project phase dates 
 

35. We have analysed data where organisations have provided estimated phase dates.  It is 
worth noting that analysis of the project phase data is not a true illustration of the Pipeline 
as a whole and is only representative of the projects where phasing of project activity was 
provided.  

36. A number of organisations have only provided dates at a high-level representing project 
establishment (business/investment case start) and anticipated project close 
(construction complete). In this update 337 projects do not have project phase dates 
assigned. Projects that have no estimated phase dates account for 67% of the Pipeline 
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projects and 70% of the estimated Pipeline value. We will continue to work with 
organisations to understand their issues with providing phase dates and improve 
reporting. 

37. Project data provided by participants indicates 28 projects, valued at $669 million, are 
expected to move from business case development to procurement between October 
2019 and the end of March 2020. Nine projects that are in procurement are expected to 
begin construction over the same time frame. Figure 2 shows a snapshot of the phase of 
each project as at 1 October 2019. 

 

Figure 2 - October 2019 Pipeline Snapshot – Insights of project movement across project phasing 

 
 
38. Based on the projects with estimated phase dates, Figure 3 shows the number of 

projects moving into construction.  Of projects with construction start dates, a peak of 
construction start dates are expected in 2020/21.  

 
Figure 3 - Value of Pipeline by Construction Start date 
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39. The ITU will continue to monitor the progression of projects and construction start dates 
in later Pipeline updates.  

Linkages to the Manawatu Regional Pipeline Initiative 

40. The ITU, NZDF and Palmerston North City Council have formed a partnership to develop 
the Manawatu Regional Pipeline. This initiative aims to increase the coordination and 
collaboration between the main infrastructure asset owners in the region.  

41. In addition to the sponsors, Corrections, NZTA, KiwiRail, Massey University, MidCentral 
DHB, Manawatu District Council, PowerCo, the Central Economic Development Agency 
and Housing New Zealand Corporation (HNZC) are involved in the project. 

42. We have completed the first phase of the four-phase project, in which we asked the 
major asset owners in the Manawatu region to provide project investment information. As 
part of the Pipeline update, data from these partnering agencies and wider Manawatu 
procurers have been added to the Pipeline. 

43. The information provided by the asset owners shows there is $2.5 billion (approximately) 
worth of investment in the Manawatu region over the next 10 years. This does not include 
private investment, which would further boost this figure. 

44. The next phase of work will further develop the Manawatu Regional Pipeline with a focus 
on how the asset owners in the region can collaborate and improve planning and 
coordination. As part of this, we want to explore the value in expanding the pipeline to 
include credibly proposed intentions as well those that are ‘credible and committed’.  

45. We understand the market is interested in ‘credible and committed’ projects, but we 
believe that being able to see all the project intentions across the region could provide 
opportunities to improve planning and collaboration.  

46. In the third phase we will use the regional picture we have built to engage with the 
market. We want to test the market’s capacity to deliver the Manawatu Regional Pipeline 
as well as get its feedback on the value in providing a regional picture.  It is important to 
gain a better understanding of how to match supply with demand, including materials and 
workforce. At the end of the process we will prepare a case study that can be applied to 
other regions.  

47. Figure 4 below shows how investment is spread over the Manawatu region. 

48. Kāinga Ora contributed data for the Manawatu Regional Pipeline, however we have not 
included the data in this update as this would only represent Kāainga Ora data for the 
Manawatu region. We will work towards incorporating the project data across New 
Zealand in a future update of the Pipeline. 

 
 

 

 

 

 

 

20200107 Binder Page 12 of 21



IN-CONFIDENCE 
 

T2019/3014 Treasury Report: Update of the Infrastructure Pipeline Page 13 

IN-CONFIDENCE 

Figure 4 - Investment in the Manawatu region 

 

Next steps 

49. We will focus on collecting data from the other investment intensive central agencies (e.g. 
HNZC, the Department of Conservation, Ministry of Justice, Ministry of Foreign Affairs 
and Trade, NZ Police and Customs) and continue to engage with local councils and other 
interested parties. 

50. Further Pipeline development will allow organisations to identify how specific projects in 
the Pipeline could affect their project intentions. This will increase confidence that 
projects are deliverable as organisations will be more able to accurately assess the 
market’s ability to deliver.  

In the next six months we will focus on: 

a) developing a longer-term strategy for the Pipeline – for example, what additional 
functionality is required and how to reduce the burden on data collection and 
maintenance 

b) increasing data coverage to provide richer analysis, match supply and demand 
for key resources and identify areas of boom and bust  

c) supporting/facilitating the development of regional collaboration using the 
Manawatu Regional Pipeline as a test case.  
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Treasury:4197405v1 COMMERCIAL-IN-CONFIDENCE 

 

 

 

Treasury Report:  KiwiRail - advice on Holidays Act remediation 

Date:   11 November 2019   Report No: T2019/3575 

File Number: SH-8-4 (Rail) 

Action sought 

  Action sought  Deadline  

Minister for State Owned 
Enterprises 
(Rt Hon Winston Peters) 

Agree to an option for funding 
KiwiRail to remediate its liability 
under the Holidays Act 2003. 

Wednesday, 13 November 
2019  

Minister of Finance 
(Hon Grant Robertson) 

Agree to an option for funding 
KiwiRail to remediate its liability 
under the Holidays Act 2003. 

Note the attached background 
material and talking points for your 
dinner meeting with the KiwiRail 
Group Chief Executive, Mr Greg 
Miller, on Wednesday 13 November 
2019. 

Wednesday, 13 November 
2019 

Minister of Transport 
(Hon Phil Twyford) 

Agree to an option for funding 
KiwiRail to remediate its liability 
under the Holidays Act 2003. 

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)

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

Enclosure: No  

s9(2)(g)(ii)
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Treasury Report:  KiwiRail - advice on Holidays Act remediation 

Purpose of Report 

1. As requested by the Minister of Finance’s office, this report provides shareholding 
Ministers and the Minister of Transport with further advice on the planned remediation 
of KiwiRail’s liability under the Holidays Act 2003 (the Act), including recommendations 
around funding options. We have consulted with the Ministry of Transport and KiwiRail 
in the development of this advice.  

2. Annex A also provides the Minister of Finance with background material and talking 
points on various issues for his dinner meeting with the KiwiRail Group Chief 
Executive, Mr Greg Miller, on Wednesday 13 November 2019.  

KiwiRail’s Holidays Act liability  

3. On 6 November 2019, KiwiRail provided shareholding Ministers and the Minister of 
Transport with a briefing regarding planned remediation of its liability under the Act, 
and sought in-principle agreement regarding options for funding. The Minister of 
Finance’s office has subsequently requested further advice from the Treasury 
regarding KiwiRail’s briefing to support Ministerial decisions. 

4. According to calculations completed by EY in June 2019, the estimated value of 
KiwiRail’s liability under the Act is $30 million. This covers the period April 2011 to June 
2019. PwC has completed an interim quality assurance review, which has led to 
KiwiRail requesting that EY refine certain calculations. PwC is expected to complete its 
final review in late November 2019.  

5. 

6. KiwiRail has advised that it is seeking urgent funding certainty in order to remediate the 
liability in a timely manner during the current financial year. 

Recommended options for funding  

7. We consider that the following options are available for funding KiwiRail to remediate 
its liability under the Act: 

a KiwiRail submits a Budget 2020 initiative for funding remediation of its liability 
under the Act, with any immediate associated cash flow issues being met by 
drawing down on baseline Crown funding (Treasury recommended option), 

b 

c Urgent Cabinet approval sought for alternate use of Main North Line (MNL) 
insurance proceeds held by KiwiRail (KiwiRail recommended option). 

9(2)(b)(ii)

9(2)(b)(ii)

9(2)(b)(ii)
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Treasury recommends that funding for remediation of the liability be considered through the 
Budget 2020 process… 

8. Treasury recommends that KiwiRail submit a bid for funding through the Budget 2020 
process to cover remediation of its liability under the Act, with any immediate cash flow 
issues being met by drawing down on baseline Crown funding. The Budget initiative 
could be structured so that if successful, KiwiRail could begin to draw down on 
additional funding immediately following Cabinet approval of the Budget 2020 package 
(expected to be in April 2020).  

9. We do not consider that a sufficient case for urgent funding outside of the Budget 
process has been made by KiwiRail. The final quality assurance review on the size of 
the liability has not yet been completed, and providing funding now would prevent the 
appropriate scrutiny of the request that would otherwise occur through the Budget 
process. There is also a risk that it could set a precedent for other public sector 
organisations with liabilities under the Act to seek urgent funding.  

10. KiwiRail argues that it has limited discretion over when payments associated with 
remediating the liability will arise. Given that it expects the bulk of the costs to fall in the 
first half of the 2020 calendar year, it would be unable to meet these within baseline 
funding without significant reprioritisations of its capital expenditure programmes. 

11. KiwiRail’s primary source of Crown funding is its appropriation for capital projects 
(including work on the rail network, rolling stock procurement, and the iRex ferry 
replacement project). As at 11 November 2019, KiwiRail has drawn down $293.7 
million of the $473 million available to it in the 2019/20 financial year. Shareholding 
Ministers have since been asked to agree to further subscription of shares worth $75 
million [T2019/3395 refers], leaving a balance of $104.3 million in the appropriation. At 
the end of the first quarter of 2019/20, KiwiRail had incurred capital expenditure of 
$169 million and held cash of $236 million. KiwiRail’s available cash has not fallen 
below $80 million in more than 12 quarterly reporting periods. 

12. We understand KiwiRail’s concerns, but are not convinced that the timing 
considerations it has outlined are sufficient reason for Cabinet to consider an urgent 
funding request.  

s9(2)(b)(ii) and s9(2)(g)(i)
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Next steps 

19. We recommend that Ministers confirm which option for remediating KiwiRail’s liability 
under the Act they wish to pursue. If an option requiring Cabinet approval is preferred, 
the Treasury will work with the Ministry of Transport and KiwiRail to prepare a draft 
Cabinet paper for consideration by Ministers. 

s9(2)(b)(ii) and s9(2)(g)(i)
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Recommended Action 

We recommend that you: 
 
a note that on 6 November 2019, KiwiRail provided shareholding Ministers and the 

Minister of Transport with a briefing regarding planned remediation of its liability under 
the Holidays Act 2003 (the Act), and sought in-principle agreement around funding. 

 
b agree to one of the following options for funding KiwiRail to remediate its liability under 

the Act: 
i. KiwiRail submit a Budget 2020 initiative for funding remediation of its liability 

under the Act, with any associated cashflow issues being met by drawing down 
on baseline Crown funding (Treasury recommended option), or 

 Agree/disagree.      Agree/disagree. 
 Minister for State Owned Enterprises  Minister of Finance 

 Agree/disagree. 
 Minister of Transport 
ii. Urgent Cabinet approval sought for additional Crown funding in 2019/20 to cover 

remediation of the liability, or 
 Agree/disagree.      Agree/disagree. 
 Minister for State Owned Enterprises  Minister of Finance 

 Agree/disagree. 
 Minister of Transport 
iii. Urgent Cabinet approval sought for alternate use of Main North Line insurance 

proceeds held by KiwiRail (KiwiRail recommended option) 
 Agree/disagree.      Agree/disagree. 
 Minister for State Owned Enterprises  Minister of Finance 

 Agree/disagree. 
 Minister of Transport 

 
c note the attached background material and talking points for the Minister of Finance’s 

dinner meeting with the KiwiRail Group Chief Executive, Mr Greg Miller, on Wednesday 
13 November 2019. 

 
 
 
David Taylor 
Manager, National Infrastructure Unit 
 
 
 
 
 
 
Rt Hon Winston Peters 
Minister for State Owned Enterprises 
 
 
 
 
 
 
Hon Grant Robertson    Hon Phil Twyford 
Minister of Finance    Minister of Transport 
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Annex A: Background material for meeting with Mr Greg Miller 
 
This annex provides background material to support the Minister of Finance at his meeting 
with KiwiRail Group Chief Executive, Mr Greg Miller, on Wednesday 13 November 2019. 
 
In addition to the matters below, which may be discussed, we understand Mr. Miller will wish 
to discuss KiwiRail’s $30m Holidays Act liability. Background on this matter and Treasury’s 
advice is provided in the body of this report, for your reference. 
 
KiwiRail’s financial performance for Q1 2019/20 
 
KiwiRail provided its quarterly report for Q1 2019/20 to Treasury on 6 November 2019. 

 
As noted in Treasury’s most recent State of Play, and in separate briefings by KiwiRail, the 
moving slip at Omoto has disrupted freight and tourism services between Christchurch and 
Greymouth. This event has cost KiwiRail about $1.5 million in revenue and other costs since 
the beginning of October, further weakening its results. 
 
Treasury continues to reiterate to KiwiRail the importance of providing high quality, timely 
reporting in line with the Owner’s Expectations Manual. We will also ask KiwiRail to put more 
focus on improving the reasonableness of its forecasting. 
 
KiwiRail continues to seek a Budget pre-commitment for new ferries 
 
KiwiRail received $35 million through Budget 2019 to undertake detailed design work for two 
new, larger rail-enabled ferries (Project iRex). We understand it intends to seek 
approximately $500 million in capital funding through Budget 2020 to build and deliver the 
ferries by 2024.  
 
You have expressly asked KiwiRail to explore third-party financing for the ferries. KiwiRail is 
testing the market with assistance from EY but has indicated that it is unlikely to be able to 
fully fund the ferries through debt. 
 
We also understand that KiwiRail intends to go to the market with a Request for Proposals 
(RFP) document in April 2020. In order to provide security and credibility to its RFP, we 
understand KiwiRail may seek a funding pre-commitment against the multi-year capital 
allowance in early 2020.  
 
Treasury does not support a pre-commitment for the ferries as there is not a compelling case 
for the request to be considered outside of the Budget 2020 process. We have encouraged 
KiwiRail to amend its timeframe for issuing the RFP. However, we understand KiwiRail is still 
planning to release the RFP in April 2020. 

s9(2)(g)(i)
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You may wish to say the following to Mr Miller on the ferry replacement issue: 

• How is KiwiRail progressing on securing third-party financing for the ferries? 

• Given the competing priorities for public funding, it is important that requests for 
funding are fully scrutinised through the Budget process. As such, we will not be 
providing a Budget pre-commitment for Project iRex. 

• How will the iRex project timeframes need to be amended with no Budget pre-
commitment?  

 
KiwiRail’s Wellington infrastructure is at risk of disruption through seismic activity 
 
In September 2019, KiwiRail was required to vacate the Interislander arrivals terminal in 
Kaiwharawhara, as new information indicated it was seismically unstable. KiwiRail is 
exploring options with the building’s owner, CentrePort, and is hopeful of a solution before 
the start of the peak summer tourism season. In the meantime, passengers arriving in 
Wellington are being rerouted through the departures hall. 
 
KiwiRail also owns the Wellington Railway Station. In spite of earthquake strengthening work 
following earthquakes in 2011 and 2016, Wellington Council has assessed that the building 
requires additional strengthening work. As a result, KiwiRail is currently undertaking a 
seismic reassessment of the building. 

You may wish to ask Mr Miller: 

• Can you update me on work being done to strengthen your infrastructure in 
Kaiwharawhara and the Wellington Railway Station, against the threat of 
earthquakes? 

Board appointments 
 
We note that a Cabinet paper for three new potential KiwiRail directors will be discussed at 
APH on Wednesday 13 November. The paper proposes that: 

• Fiona Mules is appointed to the Board for 3 years from 1 December 2019 

• Mike Williams is appointed to the Board for 3 years from 1 December 2019 

• Rachel Pinn is appointed to the Board for 3 years from 1 December 2019 

One additional director is being sought with the skills agreed by shareholding Ministers: 
senior commercial governance, value creation, financial analysis, and experience with audit 
and risk committees.  
 
We note that there has been significant change in the board composition of KiwiRail in the 
past year. This risks the loss of institutional knowledge and relevant skills. This loss is 
balanced against the need for board refreshment and to ensure effective separation of 
governance and management functions. 
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Holidays Act 
 
In relation to the Holidays Act issue discussed in the body of this report, you may wish to say 
the following to Mr Miller based on our recommendations: 

• I appreciate that KiwiRail has a responsibility to remediate its Holidays Act 
liability, but I am not convinced that there is a sufficient case for Cabinet to 
approve urgent funding. In particular, I understand that the final quality assurance 
review on the size of the liability has not yet been completed. 

• 

• I encourage KiwiRail to submit a bid for funding through Budget 2020, in 
consultation with the Ministry of Transport and the Treasury. This needs to be 
accompanied by sufficient evidence and assurance around the size of the liability. 
Decisions on the Budget 2020 package are likely to be taken by Cabinet in April 
2020.  

• In the meantime, I suggest that KiwiRail handle any immediate cashflow issues 
by drawing down on baseline Crown funding. 

9(2)(b)(ii)
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