
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

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

Reference: 20200321 
 
Tuesday 17 November 2020 
 

 
Dear 
 
Thank you for your Official Information Act 1982 request, received on 7 September 
2020. You requested the following: 
 

“I wish to make the following request under the OIA relating to the decision by 

Kiwirail to purchase the new Cook Strait ferries.  Please could I request the 

following; 

 

1. A copy of the cost benefit analysis prepared by Treasury for the new Cook 

Strait ferries.  

 

2. All reports, advice and correspondence, including emails, from Treasury 

officials regarding the decision to buy the new Cook Strait ferries.  

 

3. All reports, advice and correspondence, including emails, from Treasury 

officials regarding discussions and decisions about how to fund the new ferries, 

including the option of loaning the money to Kiwirail.” 

 

On 9 September 2020, the scope of the request was refined to include all information 
since 1 November 2019. 
 
On 15 September 2020, the request was extended by an additional 30 working days to 
allow for a search through a large quantity of information, and for consultation. 
 
We are declining the first part of your request under section 18(e) of the Official 
Information act; as the information does not exist or, despite reasonable efforts to 
locate it, cannot be found. 
 
Information Being Released 

In relation to the second and third parts of your request, please find enclosed the 
following documents: 

s9(2)(a)
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Item Date Document Description 

1.  5 December 2019 Internal Treasury email on likely Budget bids from KiwiRail and 
the Vote team’s proposed process for approaching assessment of 
rail bids 

2.  9 December 2019 Email chain between Treasury and the Ministry requesting 
additional information on the rail Budget bids 

3.  9 December 2019 Attachment to 9 December 2019 email: Questions from the 
Treasury for the Ministry and KiwiRail on the rail Budget bids 

4.  11 December 2019 Email chain between Treasury and the Ministry on the Ministry’s 

concerns on the Treasury’s approach to assessing rail Budget 

bids 

5.  16 December 2019 Email chain from the Ministry and KiwiRail in response to 
Treasury’s questions from 9 December 2019 

6.  16 December 2019 Attachment to 16 December 2019 email: Additional information 
provided by the Ministry and KiwiRail in response to Treasury’s 

questions from 9 December 2019 

7.  7 January 2020 Internal Treasury email chain providing indicative commercial 
analysis of the Cook Strait ferries (IREX) Budget bid 

8.  20 February 2020 Email chain from the Ministry and Treasury to KiwiRail, including 
additional questions on the IREX Budget bid on 14 February 2020 

9.  27 February 2020 Email chain setting out the response from KiwiRail on the 
additional questions from Treasury and the Ministry on 14 
February 2020 

10.  27 February 2020 Attachment to 27 February 2020 email: Additional information 
from KiwiRail on additional questions from Treasury and the 
Ministry on 14 February 2020 

11.  14 February 2020 Attachment to 27 February 2020 email: Additional information 
from KiwiRail on additional questions from Treasury and the 
Ministry on 14 February 2020 

12.  27 February 2020 Reply from Treasury to KiwiRail’s email from 27 February 2020 on 

additional information and next steps 

13.  29 April 2020 Internal Treasury email chain on revised proposal from KiwiRail’s 

email on 27 February 2020 

14.  16 March 2020 Email chain between Treasury and the Ministry on bilateralised 
Budget decisions on rail Budget bids 

 
I have decided to release the relevant parts of the documents listed above, subject to 
information being withheld under one or more of the following sections of the Official 
Information Act 1982 as applicable: 
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• 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)(f)(iv) – to maintain the current constitutional conventions protecting 
the confidentiality of advice tendered by Ministers and officials, 

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

• sections 9(2)(i) and 9(2)(j) – to protect the commercial position of the person who 
supplied the information, or who is the subject of the information. 

Some information has been redacted because it is not covered by the scope of your 
request. This is because the documents include matters outside your specific request. 

Information Publicly Available 

The following information is also covered by your request and is publicly available on 
the Treasury website: 
 
Item Date Document Description Website Address 

15.  6 November 2019 Treasury Report for the Budget 
2020 bilateral meeting with Hon 
Phil Twyford 

https://www.treasury.govt.nz/sites/
default/files/2020-07/b20-t2019-
3255-4186470.pdf 

16.  5 March 2020 Treasury Report on further advice 
on rail Budget 2020 initiatives 

https://www.treasury.govt.nz/sites/
default/files/2020-07/b20-t2020-
266-4239464.pdf 

 

Accordingly, I have refused your request for the documents listed in the above table 
under section 18(d) of the Official Information Act 1982: 

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

Some relevant information has been redacted from documents listed in the above table 
and should continue to be withheld under the Official Information Act 1982, on the 
grounds described in the documents. 

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 
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Alex Colton [TSY]

From: Gerald Lee [TSY]
Sent: Thursday, 5 December 2019 10:59 AM
To: Alex Harrington [TSY]; Jess Jenkins [TSY]; Caitlin Daugherty-Kelly [TSY]
Cc: David Taylor [TSY]; Erana Sitterle [TSY]
Subject: FW: Confirming process for assessing rail bids 

[IN-CONFIDENCE] 
 
Hi all 
 
As per the below, we’ve agreed with the Ministry of Transport a structured process for how we’ll assess the KiwiRail 
bids that have been submitted New Spending – Other track of Budget 2020. The process will hopefully allow us to 
develop scaled options for the bids which reasonably fit within the fiscal constraints set by the allowances.   
 
However, a concern has been raised about the proposal to share the Vote team’s draft assessments with KiwiRail. 
We consider that it is important that KiwiRail have the opportunity to offer feedback on our proposed funding 
recommendation so that they can provide advice to us on the commercial impact. That being said, there is a risk 
that KiwiRail would react strongly to any proposed scaling and would attempt to escalate it to Ministers before the 
Vote team’s advice made it to the MoF (note that there is no suggestion that any information about draft packages 
would be shared, outside of potential requirements to request further advice from KiwiRail). We think there are 
ways to mitigate this risk, including only sharing very partial information, making it clear that this information is 
provided strictly in-confidence, and asking Angus to keep an eye out for any attempts by KiwiRail to go directly to 
Ministers.  
 
It would be good to have a quick chat about this just to get a sense of your views regarding 1) our overall proposed 
process, and 2) the concern mentioned above and how we propose to mitigate it.  
 
Cheers 
Gerald  
 
From: Gerald Lee [TSY]  
Sent: Tuesday, 3 December 2019 3:41 PM 
To: Joanna Heard <J.Heard@transport.govt.nz>; Erin Wynne <e.wynne@transport.govt.nz>; ^Transport: P Laplanche 
<p.laplanche@transport.govt.nz>; 'David Martis' <D.Martis@transport.govt.nz>; 'Richard Manning' 
<R.Manning@transport.govt.nz>; 'Jon Butler' <J.Butler@transport.govt.nz>; Cori Yap <C.Yap@transport.govt.nz>; 
Olivia Kitson <O.Kitson@transport.govt.nz>; ^Transport: Marian Willberg <m.willberg@transport.govt.nz> 
Cc: David Taylor [TSY] <David.Taylor@treasury.govt.nz>; Erana Sitterle [TSY] <Erana.Sitterle@treasury.govt.nz>; Ann 
Webster [TSY] <Ann.Webster@treasury.govt.nz>; Maureena van der Lem [TSY] 
<Maureena.vanderLem@treasury.govt.nz> 
Subject: Confirming process for assessing rail bids  
 
[IN-CONFIDENCE] 
 
Hi all 
 
The Treasury Budget team have confirmed that assessments of all New Spending – Other initiatives for Budget 2020 
will be due by COP Monday 13 January 2020. Consequently, this email provides you with further information on 
how we will run the assessment process for the rail initiatives.  
 
While we agree that the rail bids require particular attention and focus given their size and importance to the sector, 
we consider that a slightly adjusted and more interactive assessment process will be sufficient as opposed to a 
fundamental reworking of how Budget assessment is typically run.  
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We propose the following for an interactive assessment process involving both MoT and KiwiRail:  

- Wednesday 4 December: first information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to ask initial questions/share initial thoughts.  

- Tuesday 10 December: TSY will submit a detailed set of questions to MoT and KiwiRail regarding the rail 
Budget bids.  

- Friday 13 December: second information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to discuss and clarify TSY’s queries.  

- Monday 16 December: MoT and KiwiRail to provide responses to TSY queries from 10 December.  
- Thursday 20 December: draft TSY assessments of the rail bids provided to MoT/KiwiRail. 
- Wednesday 8 January:  MoT/KiwiRail to provide comments/feedback on draft TSY assessments of rail bids. 
- Monday 13 January: TSY assessments finalised and submitted to Budget team to inform package 

development.  
 
Please note that the responsibility for assessing Budget bids lies with the Vote team (i.e. myself), but that we will 
consult the Commercial Performance from an ownership perspective as appropriate.  
 
After assessments are finalised on 13 January, Treasury’s Budget team will be responsible for the formation of draft 
packages for consideration by the Minister of Finance. These draft packages may or may not accord with Vote team 
recommendations. In particular, the Budget team and/or the Minister of Finance may also request further 
information or scaling options to ensure the package fits within fiscal envelopes. As such, 13 January should not be 
seen as the end of the process.  
 
Please let me know if you have any questions or concerns regarding the above.  
 
Cheers 
Gerald Lee (he/him) | Analyst – National Infrastructure Unit | Te Tai Ōhanga – The Treasury 
Tel:  Email/IM: gerald.lee@treasury.govt.nz  

 
 
Curious about why I share my pronouns on my email signature? This article explains. 
 

s9(2)(g)(ii)
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From: Gerald Lee [TSY]  
Sent: Monday, 9 December 2019 2:59 PM 
To: 'Cori Yap' <C.Yap@transport.govt.nz> 
Cc: David Eyre <d.eyre@transport.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz>; Erana Sitterle [TSY] 
<Erana.Sitterle@treasury.govt.nz> 
Subject: RE: Confirming process for assessing rail bids  
 
[IN-CONFIDENCE] 
 
Hi Cori 
 
Thanks for your email. Those milestones are correct.  
 
In fact, we’re a little early: please find attached the detailed set of questions from Treasury to MoT and KiwiRail 
regarding the rail Budget bids. Please distribute accordingly. Note that one set of questions is for the Ministry only 
and shouldn’t be shared with KiwiRail; this is marked.  
 
We request responses to these questions by Monday 16 December. We can discuss at the Friday session as well if 
needed.  
 
Cheers 
Gerald  
 
From: Cori Yap <C.Yap@transport.govt.nz>  
Sent: Monday, 9 December 2019 12:56 PM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz> 
Cc: David Eyre <d.eyre@transport.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz> 
Subject: RE: Confirming process for assessing rail bids  
 
Hi Gerald,   
 
Hope you are well and safe from the storm over the weekend!  
 
Just checking in for the KiwiRail bids assessment milestone: 
 
Tuesday 10 December: TSY will submit a detailed set of questions to MoT and KiwiRail regarding the rail Budget bids.
Thursday 19 December: draft TSY assessments of the rail bids provided to MoT/KiwiRail. 
 
As discussed during our last catch-up, if you can send it through the questions and assessment to us/the Ministry 
that would be great, and we will coordinate with KiwiRail accordingly.   
 
Many thanks  
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Cheers,  
Cori 

Cori Alejandrino-Yap  
Senior Adviser 
Ministry of Transport – Te Manatū Waka 
M: | C.Yap@transport.govt.nz | www.transport.govt.nz 

 
From: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>  
Sent: Tuesday, 3 December 2019 3:41 PM 
To: Joanna Heard <J.Heard@transport.govt.nz>; Erin Wynne <e.wynne@transport.govt.nz>; Paul Laplanche 
<P.laplanche@transport.govt.nz>; David Martis <D.Martis@transport.govt.nz>; Richard Manning 
<R.Manning@transport.govt.nz>; Jon Butler <J.Butler@transport.govt.nz>; Cori Yap <C.Yap@transport.govt.nz>; 
Olivia Kitson <O.Kitson@transport.govt.nz>; Marian Willberg <m.willberg@transport.govt.nz> 
Cc: David Taylor [TSY] <David.Taylor@treasury.govt.nz>; Erana Sitterle [TSY] <Erana.Sitterle@treasury.govt.nz>; Ann 
Webster [TSY] <Ann.Webster@treasury.govt.nz>; Maureena van der Lem [TSY] 
<Maureena.Vanderlem@treasury.govt.nz> 
Subject: Confirming process for assessing rail bids  
 
[SEEMAIL][SENSITIVE] 
 
Hi all 
 
The Treasury Budget team have confirmed that assessments of all New Spending – Other initiatives for Budget 2020 
will be due by COP Monday 13 January 2020. Consequently, this email provides you with further information on 
how we will run the assessment process for the rail initiatives.  
 
While we agree that the rail bids require particular attention and focus given their size and importance to the sector, 
we consider that a slightly adjusted and more interactive assessment process will be sufficient as opposed to a 
fundamental reworking of how Budget assessment is typically run.  
 
We propose the following for an interactive assessment process involving both MoT and KiwiRail:  

- Wednesday 4 December: first information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to ask initial questions/share initial thoughts.  

- Tuesday 10 December: TSY will submit a detailed set of questions to MoT and KiwiRail regarding the rail 
Budget bids.  

- Friday 13 December: second information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to discuss and clarify TSY’s queries.  

- Monday 16 December: MoT and KiwiRail to provide responses to TSY queries from 10 December.  
- Monday 23 December: draft TSY assessments of the rail bids provided to MoT/KiwiRail. 
- Wednesday 8 January:  MoT/KiwiRail to provide comments/feedback on draft TSY assessments of rail bids. 
- Monday 13 January: TSY assessments finalised and submitted to Budget team to inform package 

development.  
 
Please note that the responsibility for assessing Budget bids lies with the Vote team (i.e. myself), but that we will 
consult the Commercial Performance from an ownership perspective as appropriate.  
 
After assessments are finalised on 13 January, Treasury’s Budget team will be responsible for the formation of draft 
packages for consideration by the Minister of Finance. These draft packages may or may not accord with Vote team 
recommendations. In particular, the Budget team and/or the Minister of Finance may also request further 
information or scaling options to ensure the package fits within fiscal envelopes. As such, 13 January should not be 
seen as the end of the process.  
 
Please let me know if you have any questions or concerns regarding the above.  
 

s9(2)(g)(ii)
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Cheers 
Gerald Lee (he/him) | Analyst – National Infrastructure Unit | Te Tai Ōhanga – The Treasury 
Tel:  Email/IM: gerald.lee@treasury.govt.nz  

 
 
Curious about why I share my pronouns on my email signature? This article explains. 
 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you 
are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

 

MINISTRY OF TRANSPORT 
 
Wellington (Head Office) | Ground Floor, 3 Queens Wharf | PO Box 3175 | Wellington 6011 | NEW ZEALAND | Tel: 
+64 4 439 9000 |  
 
Auckland | NZ Government Auckland Policy Office | 45 Queen Street | PO Box 106238 | Auckland City | Auckland 
1143 | NEW ZEALAND | Tel: +64 4 439 9000 |  
 
Disclaimer: This email is only intended to be read by the named recipient. It may contain information which is 
confidential, proprietary or the subject of legal privilege. If you are not the intended recipient you must delete this 
email and may not use any information contained in it. Legal privilege is not waived because you have read this email.
 
Please consider the environment before printing this email. 

s9(2)(g)(ii)
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Questions from Treasury regarding Future of Rail initiatives 
 

InterIslander ferries 

- We note that KiwiRail has indicated that the IRex business case is still in draft form. 
Could you please confirm when the finalised/updated business case will be available, 
and how it might affect the funding profile (i.e. amount sought by component)?  

- 
How confident is KiwiRail in that assumption? How confident is KiwiRail in the long-
term cashflow implications (in terms of ability to service the debt without significant 
impacts on its ability to run/reinvest in the InterIslander business)? 

- We note that there are significant uncertainties regarding portside infrastructure in 
Wellington. Is it possible to scale the funding requested here further to avoid wasted 
investment? In other words, is there a minimum viable option that goes below the 
$120m? Could we defer a commitment to funding the Wellington infrastructure till 
Budget 2021? 

- What do the capitalised programme management and procurement costs consist of? 
$37m seems like a lot for this? 

- Could the Government commit to pay for the ships now, but delay committing funding 
on the landside infrastructure? In other words, is the procurement period for the 
landside infrastructure as long?  

- Why do we need to pay $38m to keep the ships running for only one year? Even if 
they are at the end of their lives, this still seems like a significant amount.  

- Re Picton, are other staging or phasing options available?  

 

out of scope

s9(2)(i) and s9(2)(j)
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Alex Colton [TSY]

From: Gerald Lee [TSY]
Sent: Wednesday, 11 December 2019 11:27 AM
To: 'David Eyre'
Cc: Joanna Heard; Erana Sitterle [TSY]; Cori Yap; Ann Webster [TSY]; David Taylor [TSY]; 

Maureena van der Lem [TSY]
Subject: RE: Confirming process for assessing rail bids 

Hi David 
 

Cheers 
Gerald 
 
From: David Eyre <d.eyre@transport.govt.nz>  
Sent: Wednesday, 11 December 2019 10:20 AM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz> 
Cc: Joanna Heard <J.Heard@transport.govt.nz>; Erana Sitterle [TSY] <Erana.Sitterle@treasury.govt.nz>; Cori Yap 
<C.Yap@transport.govt.nz> 
Subject: RE: Confirming process for assessing rail bids  
 
Hi Gerald 
 

David  
 
 
David Eyre 
Principal Adviser 
Ministry of Transport -Te Manatu Waka 
 
T :  
d.eyre@transport.govt.nz  
 

s9(2)(g)(ii)

s9(2)(g)(i)

s9(2)(g)(i)
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Ensuring our transport system helps New Zealand thrive 
The Ministry of Transport is on the move - from 1 April, our new address is: Ground Floor, 3 
Queens Wharf, Wellington 6011. All other contact details remain the same. 
 
 
 
 
 
 
From: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>  
Sent: Monday, 9 December 2019 2:59 PM 
To: Cori Yap <C.Yap@transport.govt.nz> 
Cc: David Eyre <d.eyre@transport.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz>; Erana Sitterle [TSY] 
<Erana.Sitterle@treasury.govt.nz> 
Subject: RE: Confirming process for assessing rail bids  
 
[IN-CONFIDENCE] 
 
Hi Cori 
 
Thanks for your email. Those milestones are correct.  
 
In fact, we’re a little early: please find attached the detailed set of questions from Treasury to MoT and KiwiRail 
regarding the rail Budget bids. Please distribute accordingly. Note that one set of questions is for the Ministry only 
and shouldn’t be shared with KiwiRail; this is marked.  
 
We request responses to these questions by Monday 16 December. We can discuss at the Friday session as well if 
needed.  
 
Cheers 
Gerald  
 
From: Cori Yap <C.Yap@transport.govt.nz>  
Sent: Monday, 9 December 2019 12:56 PM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz> 
Cc: David Eyre <d.eyre@transport.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz> 
Subject: RE: Confirming process for assessing rail bids  
 
Hi Gerald,   
 
Hope you are well and safe from the storm over the weekend!  
 
Just checking in for the KiwiRail bids assessment milestone: 
 
Tuesday 10 December: TSY will submit a detailed set of questions to MoT and KiwiRail regarding the rail Budget bids.
Thursday 19 December: draft TSY assessments of the rail bids provided to MoT/KiwiRail. 
 
As discussed during our last catch-up, if you can send it through the questions and assessment to us/the Ministry 
that would be great, and we will coordinate with KiwiRail accordingly.   
 
Many thanks  
 
Cheers,  
Cori 
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Cori Alejandrino-Yap  
Senior Adviser 
Ministry of Transport – Te Manatū Waka 
M: | C.Yap@transport.govt.nz | www.transport.govt.nz 

 
From: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>  
Sent: Tuesday, 3 December 2019 3:41 PM 
To: Joanna Heard <J.Heard@transport.govt.nz>; Erin Wynne <e.wynne@transport.govt.nz>; Paul Laplanche 
<P.laplanche@transport.govt.nz>; David Martis <D.Martis@transport.govt.nz>; Richard Manning 
<R.Manning@transport.govt.nz>; Jon Butler <J.Butler@transport.govt.nz>; Cori Yap <C.Yap@transport.govt.nz>; 
Olivia Kitson <O.Kitson@transport.govt.nz>; Marian Willberg <m.willberg@transport.govt.nz> 
Cc: David Taylor [TSY] <David.Taylor@treasury.govt.nz>; Erana Sitterle [TSY] <Erana.Sitterle@treasury.govt.nz>; Ann 
Webster [TSY] <Ann.Webster@treasury.govt.nz>; Maureena van der Lem [TSY] 
<Maureena.Vanderlem@treasury.govt.nz> 
Subject: Confirming process for assessing rail bids  
 
[SEEMAIL][SENSITIVE] 
 
Hi all 
 
The Treasury Budget team have confirmed that assessments of all New Spending – Other initiatives for Budget 2020 
will be due by COP Monday 13 January 2020. Consequently, this email provides you with further information on 
how we will run the assessment process for the rail initiatives.  
 
While we agree that the rail bids require particular attention and focus given their size and importance to the sector, 
we consider that a slightly adjusted and more interactive assessment process will be sufficient as opposed to a 
fundamental reworking of how Budget assessment is typically run.  
 
We propose the following for an interactive assessment process involving both MoT and KiwiRail:  

- Wednesday 4 December: first information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to ask initial questions/share initial thoughts.  

- Tuesday 10 December: TSY will submit a detailed set of questions to MoT and KiwiRail regarding the rail 
Budget bids.  

- Friday 13 December: second information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to discuss and clarify TSY’s queries.  

- Monday 16 December: MoT and KiwiRail to provide responses to TSY queries from 10 December.  
- Monday 23 December: draft TSY assessments of the rail bids provided to MoT/KiwiRail. 
- Wednesday 8 January:  MoT/KiwiRail to provide comments/feedback on draft TSY assessments of rail bids. 
- Monday 13 January: TSY assessments finalised and submitted to Budget team to inform package 

development.  
 
Please note that the responsibility for assessing Budget bids lies with the Vote team (i.e. myself), but that we will 
consult the Commercial Performance from an ownership perspective as appropriate.  
 
After assessments are finalised on 13 January, Treasury’s Budget team will be responsible for the formation of draft 
packages for consideration by the Minister of Finance. These draft packages may or may not accord with Vote team 
recommendations. In particular, the Budget team and/or the Minister of Finance may also request further 
information or scaling options to ensure the package fits within fiscal envelopes. As such, 13 January should not be 
seen as the end of the process.  
 
Please let me know if you have any questions or concerns regarding the above.  
 
Cheers 
Gerald Lee (he/him) | Analyst – National Infrastructure Unit | Te Tai Ōhanga – The Treasury 
Tel: | Email/IM: gerald.lee@treasury.govt.nz  

s9(2)(g)(ii)

s9(2)(g)(ii)
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From: Cori Yap <C.Yap@transport.govt.nz>  
Sent: Monday, 16 December 2019 3:59 PM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz>; Erin Wynne 
<e.wynne@transport.govt.nz>; ^Transport: P Laplanche <p.laplanche@transport.govt.nz>; David Martis 
<D.Martis@transport.govt.nz>; Richard Manning <R.Manning@transport.govt.nz>; ^Transport: Marian Willberg 
<m.willberg@transport.govt.nz>; David Eyre <d.eyre@transport.govt.nz> 
Cc: David Taylor [TSY] <David.Taylor@treasury.govt.nz>; Erana Sitterle [TSY] <Erana.Sitterle@treasury.govt.nz>; Ann 
Webster [TSY] <Ann.Webster@treasury.govt.nz>; Maureena van der Lem [TSY] 
<Maureena.Vanderlem@treasury.govt.nz> 
Subject: Confirming process for assessing rail bids - Responses to Treasury questions 
 
Kia ora Gerald, 
 
Many thanks for sending through the clarificatory questions for rail bids assessment. In coordination with KiwiRail, 
we are pleased to submit responses (attached). This include additional text on Interisland ferries relating to roading 
infrastructure further to our (Treasury-KiwiRail-MoT) meeting last Friday.  
 
In addition, please find responses below questions directed to the Ministry as it relates to:  
 

out of scope
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Happy to discuss any aspect/s of the response. Please let us know if you require any other information.  
 
Ngā mihi, 
Cori 

Cori Alejandrino-Yap  
Senior Adviser 
Ministry of Transport – Te Manatū Waka 
M: | C.Yap@transport.govt.nz | www.transport.govt.nz 

 
From: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>  
Sent: Tuesday, 3 December 2019 3:41 PM 
To: Joanna Heard <J.Heard@transport.govt.nz>; Erin Wynne <e.wynne@transport.govt.nz>; Paul Laplanche 
<P.laplanche@transport.govt.nz>; David Martis <D.Martis@transport.govt.nz>; Richard Manning 
<R.Manning@transport.govt.nz>; Jon Butler <J.Butler@transport.govt.nz>; Cori Yap <C.Yap@transport.govt.nz>; 
Olivia Kitson <O.Kitson@transport.govt.nz>; Marian Willberg <m.willberg@transport.govt.nz> 
Cc: David Taylor [TSY] <David.Taylor@treasury.govt.nz>; Erana Sitterle [TSY] <Erana.Sitterle@treasury.govt.nz>; Ann 
Webster [TSY] <Ann.Webster@treasury.govt.nz>; Maureena van der Lem [TSY] 
<Maureena.Vanderlem@treasury.govt.nz> 
Subject: Confirming process for assessing rail bids  
 
[SEEMAIL][SENSITIVE] 
 
Hi all 
 
The Treasury Budget team have confirmed that assessments of all New Spending – Other initiatives for Budget 2020 
will be due by COP Monday 13 January 2020. Consequently, this email provides you with further information on 
how we will run the assessment process for the rail initiatives.  
 
While we agree that the rail bids require particular attention and focus given their size and importance to the sector, 
we consider that a slightly adjusted and more interactive assessment process will be sufficient as opposed to a 
fundamental reworking of how Budget assessment is typically run.  
 
We propose the following for an interactive assessment process involving both MoT and KiwiRail:  

- Wednesday 4 December: first information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to ask initial questions/share initial thoughts.  

- Tuesday 10 December: TSY will submit a detailed set of questions to MoT and KiwiRail regarding the rail 
Budget bids.  

- Friday 13 December: second information session between TSY/MoT/KiwiRail regarding Budget bids, with 
chance to discuss and clarify TSY’s queries.  

- Monday 16 December: MoT and KiwiRail to provide responses to TSY queries from 10 December.  
- Monday 23 December: draft TSY assessments of the rail bids provided to MoT/KiwiRail. 
- Wednesday 8 January:  MoT/KiwiRail to provide comments/feedback on draft TSY assessments of rail bids. 
- Monday 13 January: TSY assessments finalised and submitted to Budget team to inform package 

development.  
 
Please note that the responsibility for assessing Budget bids lies with the Vote team (i.e. myself), but that we will 
consult the Commercial Performance from an ownership perspective as appropriate.  
 

out of scope
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3

After assessments are finalised on 13 January, Treasury’s Budget team will be responsible for the formation of draft 
packages for consideration by the Minister of Finance. These draft packages may or may not accord with Vote team 
recommendations. In particular, the Budget team and/or the Minister of Finance may also request further 
information or scaling options to ensure the package fits within fiscal envelopes. As such, 13 January should not be 
seen as the end of the process.  
 
Please let me know if you have any questions or concerns regarding the above.  
 
Cheers 
Gerald Lee (he/him) | Analyst – National Infrastructure Unit | Te Tai Ōhanga – The Treasury 
Tel:  Email/IM: gerald.lee@treasury.govt.nz  

 
 
Curious about why I share my pronouns on my email signature? This article explains. 
 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you 
are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

 

MINISTRY OF TRANSPORT 
 
Wellington (Head Office) | Ground Floor, 3 Queens Wharf | PO Box 3175 | Wellington 6011 | NEW ZEALAND | Tel: 
+64 4 439 9000 |  
 
Auckland | NZ Government Auckland Policy Office | 45 Queen Street | PO Box 106238 | Auckland City | Auckland 
1143 | NEW ZEALAND | Tel: +64 4 439 9000 |  
 
Disclaimer: This email is only intended to be read by the named recipient. It may contain information which is 
confidential, proprietary or the subject of legal privilege. If you are not the intended recipient you must delete this 
email and may not use any information contained in it. Legal privilege is not waived because you have read this email.
 
Please consider the environment before printing this email. 

s9(2)(g)(ii)
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3   Budget Sensitive and Commercial In-confidence 

 

InterIslander 
ferries 

5. We note that KiwiRail has indicated that the 
IRex business case is still in draft form. Could you 
please confirm when the finalised/updated 
business case will be available, and how it might 
affect the funding profile (i.e. amount sought by 
component)?  

The final Business Case will be available early February 2020. 
 
Potential funding profile changes: 

• Ships – we will not have any more information than we have now until we release an RFP.  RFP 
responses are expected mid-2020. 

• Wellington landside infrastructure – refer to question 7 below. 
• Programme costs – no material changes expected (see question 8 for more information). 
• Extended running of existing ships – refer to question 10 below. 
• Picton landside infrastructure – refer to question 11 below. 

 
6.

 How 
confident is KiwiRail in that assumption? How 
confident is KiwiRail in the long-term cashflow 
implications (in terms of ability to service the debt 
without significant impacts on its ability to 
run/reinvest in the InterIslander business)? 

 

Based on current modelling, KiwiRail is confident it can service the debt without significant impacts on 
our ability to run/reinvest in the InterIslander business. Further sensitivities will be provided in the final 
business case.  

 

out of scope

pages 1-2 removed - out of scope
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4   Budget Sensitive and Commercial In-confidence 

7. We note that there are significant uncertainties 
regarding portside infrastructure in Wellington. Is it 
possible to scale the funding requested here 
further to avoid wasted investment? In other 
words, is there a minimum viable option that goes 
below the $120m? Could we defer a commitment 
to funding the Wellington infrastructure till Budget 
2021? 

The only way to avoid wasted investment/stranded assets (and KiwiRail’s preferred option) is for there 
to be some high-level intervention to accelerate the decision and planning/construction of the 
permanent Wellington terminal. That would mean that no money needs to be spent at Kaiwharawhara. 
However, there is no evidence to suggest CentrePort is willing to progress a permanent terminal within 
the required timeframes. 
 
We are reviewing the minimum viable solution for the interim longer-term option ($120m) at 
Kaiwharawhara, to evaluate whether there is a more cost-effective interim solution. 
 
We cannot defer commitment to fund the full interim option till Budget 2021. Commitment is required in 
Budget 2020 to enable consenting and negotiation with port infrastructure to occur next year, and 
avoid a break in Interislander’s service. 

 
8. What do the capitalised programme 
management and procurement costs consist of? 
$37m seems like a lot for this? 

This is a multi-year (6 years) programme. It is a complex, international and specialised procurement, 
involving multiple stakeholders, an integrated logistics system (passengers, cars, freight) and 
significant organisational change.  Expertise in multiple areas is essential to ensure outcomes are 
delivered in a controlled and timely manner. The $37m represents only 4% of the remaining 
programme cost.  
 
The programme includes resources permanently in the project and other KiwiRail staff who support 
the project (e.g. Interislander staff).  Costs by major workstream are: 
Universal (overall programme management and project assurance, commercial 
and finance, procurement, legal, and shared support services) – approx. $3m p.a. 

$18m 

Terminals and Landside facilities $10m 
Integration of Terminals/Ships/Rail Network/Operations $4m 
Change and transition – People and Operations $2m 

 
Note: For clarity, specific Ship build related costs such as Shipyard management/supervision etc are 
included as part of the Ship build cost estimate and not in programme management. 

 
9. a) Could the Government commit to pay for the 
ships now, but delay committing funding on the 
landside infrastructure? b) In other words, is the 
procurement period for the landside infrastructure 
as long?  

a) No, landside facilities are critical, funding certainty on infrastructure is required before commitment 
can be made to the final ship procurement process.  Need to be able to negotiate with certainty of 
funding for the infrastructure by July-Sept 2020. 
 
b) Yes, the procurement starts in 2020 – detailed design and consenting and procurement of 
construction resources with actual construction commencing in 2021. 

 
10. Why do we need to pay $38m to keep the 
ships running for only one year? Even if they are 
at the end of their lives, this still seems like a 
significant amount.  

The current scenario envisages the Aratere operating for 12 months after arrival of the new ships in 
order to carry rail freight until the new port infrastructure is complete.  The cost is $20m predominantly 
for fuel, crew, and repairs and maintenance.  The balance of cost relates to the current fleet to 
maintain them while waiting for their sale (including required dry docks).  Some of those costs are 
likely to be offset against sale proceeds in the revised updated business case, reducing the amount of 
Crown funding required. The $20m for running Aratere would not be required if the rail enabled interim 
Wellington terminal option was selected. 
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5   Budget Sensitive and Commercial In-confidence 

11. Re Picton, are other staging or phasing 
options available?  

This is under review and will be incorporated into the updated business case in February. 

 Supplementary question received 13 December 

12. Have we considered investment needs that 
other agencies might incur as a result of the iReX 
project? 

One identified area of potential additional cost will be for roading.  
For Picton, we have been discussing this with NZTA and Marlborough Roads for some time.  An entry 
point has been established by NZTA and a Strategic Case is being prepared.  We are in the process 
of agreeing an MOU for the joint preparation of a single-stage business case for the potential impacts.  
In the programme investment we have allowed an indicative estimate of the major potential cost 
(grade separation of Dublin St) and included 50% of that in our bid ($10m) – balance assumed from 
NZTA/Marlborough Roads.  If the Dublin St grade separation was to proceed, estimate spend phasing 
would be 70% in 2021/22 and 30% in 2022/23. 
For Wellington, due to the level of uncertainty of the solution, no allowance has been made.  NZTA, 
and the regional and city council, however, are fully aware of the project through their membership on 
the Future Port Forum. 
 

 

out of scope
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Alex Colton [TSY]

From: Ann Webster [TSY]
Sent: Tuesday, 7 January 2020 11:02 AM
To: Gerald Lee [TSY]
Cc: Daniel Madley [TSY]
Subject: IREX bid - some thoughts 

[IN-CONFIDENCE] 
 
Hi Gerald 
 
As we’ve discussed, I have tried to do some analysis on the commercial impact of KiwiRail ferry bid. I have not 
attempted anything beyond very primitive preliminary analysis as this showed quickly that there is little similarity 
between the information we hold about KiwiRail’s historic ferry operations and the operations it envisages with a 
new ferry fleet. I also note that the investment objectives do not appear to include an investment objective around 
the ability to operate the ferries at the terminal and wharf infrastructure and that the objectives are all associated 
with the choice of ferry  - when significant costs to the Crown within the bid relate to the wharf and terminal costs. 
 
My very rough analysis used: 

• average revenue and expenditure and capex trends for the last four years (2015/16, 2016/17, 2017/18 and 
2018/19). 

• the useful ship life used in KiwiRail’s annual report accounting policies (20 years straight line to residual 
value) roughly estimated as the assumed residual value is not stated. 

• the interest rate and borrowing assumed by KiwiRail on page 4 and 5 of the Budget template (note this 
interest rate does not seem to match the Business Case documentation). 

• Used an assumption that KR was not repaying the debt but was also not accumulating depreciation (so 
these would broadly offset each other). 

 
My calculations are should not be used as evidence. But they are probably all that 
is worth doing with the data we have available as we do not have access to the same modelling data and 
assumptions as KiwiRail on its total entity financial reporting basis, on an ‘above rail entity basis or on ferry activity 
basis.  My ROUGH calculations indicate risks with the commercially viability of the ferries investment. As the case 
depends significantly on the reasonableness of the assumptions, my analysis is not intended to be an alternative to 
KiwiRail’s but to help us identify potential questions and risks we may want to consider.  
 
Key calculations differences include that KiwiRail: 
 

• 

• Uses a different basis of revenue and cost allocation in preparing the ferry budget bids than that used for 
CFIS reporting, for instance in the treatment of freight revenue. Alongside the IREX bid, KiwiRail’s Rolling 
Stock Investment bid financial case provides only affordability and funding requirements information – 
unlike the IREX bid it does not provide information about financial outcomes referencing an unquantified 
‘halo effect’. 

• Assumes 30 year useful lives for the ships while is  annual report accounting policies apply a useful life for 
ships of 20 years.. 

• Assumes revenue growth from freight, passenger and vehicle usage. I have tried to reconcile the business 
case growth assumption on page 34 to the cited source (2017/18 National Freight Demand Study released 
on MOT’s website in Dec 2019) and was not to locate the data to support the freight assumption.  
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Therefore we should enquire or seek to confirm: 
• The impact of the ferry purchases for KiwiRail’s overall financial results.  
• KiwiRail’s freight revenue assumptions and (ie is there spare capacity that could be filled even though the 

replacement is like for like). 
• The basis/evidence for the change to ship useful lives 
• Confirm the underlying data for the revenue growth and expense reductions 

 
Other costs for which funding is sought  
Given the associated uncertainties of the terminal and wharf location in Wellington, we should also explore the 
decision not to further consider the two second highest rated options. Are there other ways that the Wellington 
Wharf and terminal risks could be managed? The business case provide little information about these options while 
4.1.11 Interdependencies notes that the programme is dependent on timely redevelopment of the terminal 
infrastructure to ensure compatibility with ships. We should seek information about the relationship between ship 
size and terminal redevelopment costs to confirm, in particular the removal of the option of 2 medium rail and 1 
freight from consideration, as while the three ship option might be more expensive, it may provide more flexibility 
with the business case already noting that it enables faster turnaround times. 
 
Further information to ask about? 
Finally there some information that is still in development. Items we might be able to check/get updates about are: 

• Updated Picton harbour wharf and terminal costs should be available now. 
• Page 23 NPVs not completed in businesss case document? When will this be available? 

 
 
 
 
 
 
Ann Webster | Principal Advisor, Commercial Performance 

| Ann.Webster@treasury.govt.nz  
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Alex Colton [TSY]

From: Gerald Lee [TSY]
Sent: Thursday, 20 February 2020 3:47 PM
To: 'Richard Manning'; Helen Rogers; David Gordon; Stephen O'Keefe
Cc: Bryn Gandy; Siobhan Routledge; Erin Wynne; Joanna Heard; Helen White; Cori Yap
Subject: RE: Feedback sought on the iRex bid

[IN-CONFIDENCE] 
 
Hi all 
 
As signalled yesterday, I’m looking to put up the next set of advice on that Tuesday. If there’s anything that you can 
provide me in terms of the ferries (i.e. the additional debt discussion we had yesterday and how we can bring the 
funding gap), even it’s just indicative and up for further discussion then that would be much appreciated. 
 
Cheers 
Gerald  
 
From: Richard Manning <R.Manning@transport.govt.nz>  
Sent: Thursday, 20 February 2020 2:04 PM 
To: Helen Rogers <Helen.Rogers@kiwirail.co.nz>; David Gordon <david.gordon@kiwirail.co.nz>; Stephen O'Keefe 
<Stephen.O'Keefe@kiwirail.co.nz> 
Cc: Bryn Gandy <B.Gandy@transport.govt.nz>; Siobhan Routledge <S.Routledge@transport.govt.nz>; Gerald Lee 
[TSY] <Gerald.Lee@treasury.govt.nz>; Erin Wynne <e.wynne@transport.govt.nz>; Joanna Heard 
<J.Heard@transport.govt.nz>; Helen White <h.white@transport.govt.nz>; Cori Yap <C.Yap@transport.govt.nz> 
Subject: RE: Feedback sought on the iRex bid 
 
Good afternoon Dave, Helen and Stephen 
 
Many thanks for the discussion yesterday regarding the iRex bid.  
 
Regarding the questions below, it would be great if you could please come back to me by COB Tuesday 25 February.
 
Many thanks 
Richard 
 
From: Richard Manning  
Sent: Friday, 14 February 2020 2:16 PM 
To: Helen Rogers <Helen.Rogers@kiwirail.co.nz>; David Gordon <David.Gordon@kiwirail.co.nz> 
Cc: Bryn Gandy <B.Gandy@transport.govt.nz>; Siobhan Routledge <S.Routledge@transport.govt.nz>; Gerald Lee 
[TSY] <Gerald.Lee@treasury.govt.nz>; Erin Wynne <e.wynne@transport.govt.nz>; Joanna Heard 
<J.Heard@transport.govt.nz>; Stephen O'Keefe <Stephen.O'Keefe@kiwirail.co.nz>; Helen White 
<h.white@transport.govt.nz>; Cori Yap <C.Yap@transport.govt.nz> 
Subject: Feedback sought on the iRex bid 
 
Good afternoon Helen and Dave 
 
As discussed Helen, following from Monday’s Budget meeting, below are a number of questions that both the 
Ministry and the Treasury have regarding the iRex bid.  
 
If you could please advise of a time next week that we could meet to discuss, that would be great.  
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Many thanks 
Richard  
 
 
Context 
 
The Government has made clear through the Future of Rail and its Economic Strategy that it is committed to seeing 
the replacement of the ageing interisland ferries. This is a major strategic and once in a generation investment in a 
range of transport outcomes – connectivity between the North and South Island, the ferries’ role in a resilient 
transport system, importance for the freight and tourism sectors, and for KiwiRail’s business. The Ministry and the 
Treasury support this in principle, however, we are conscious that the business case still needs to be completed and 
reviewed. We want to work with you to get the business case to the point that it is investment ready.  
  
There are two broad areas that we’d like to engage with KiwiRail on. The first is to see how we can work together on 
framing the strategic opportunity for this investment and exploring how this investment can leverage positive 
outcomes for the transport system, the Wellington region and the upper South Island. The second is to better 
understand the technical and cost implications of the current draft business case.   
  
On the strategic opportunity: We want to work with KiwiRail to ensure that the business case takes as broad a view 
as possible on the outcomes that this investment can enable, and that we have thought about how we can leverage 
the investment to maximise these outcomes. Given the scale of investment sought from the Crown, there is an 
opportunity to think innovatively about how we get the most from this investment.  
  
On the draft business case: We are also conscious that a number of key issues have developed recently, particularly 
around the land-side investments that are required in Wellington. We are concerned with escalating portside costs 
for the project since the original proposal was put forward. We are interested in understanding and exploring 
options available to mitigate this uncertainty.  
  
Effectively, what we would like to understand is: 
  

• How well developed are the portside plans? How will a railway be connected to the new ferry location, and 
are there any consequences (e.g. for Aotea Quay traffic)? 
  

• How confident are we in the current portside costs? And if we are not confident in them, how might we 
consider moving forward with the project in a way that can mitigate cost escalation at a later date? 
  

• Are there other options for Wellington other than the one put forward, whereby the investment is made for 
the next 10 years before a more substantive move of the Wellington port may be considered? 
  

• How can we receive assurance from KiwiRail that the other parties, include ports and NZTA, are able to 
cover their relevant costs for landside infrastructure and the Crown will not be required to provide further 
funding at a later date? 
  

• Can the investment in the ferries be made without upgrading the landside infrastructure? 
  

• Are there any options to share landside infrastructure with other operators to minimise costs and improve 
operational flexibility? 
  

• Are there ways which the Crown could consider structuring its investment in the ferries to potentially 
provide incentives for ports to commit their required investment?  
  

• s9(2)(f)(iv)
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• Have there been discussions with CentrePort about their leveraging this investment to develop a better 
portside passenger experience – a pleasant and sheltered way of getting from the ferries to the city and its 
public transport, with attractive facilities and shops? 
  

• Given the escalation of and level of uncertainty with costs for both the landside infrastructure and the 
replacement vessels, has KiwiRail thought about reviewing the project scope and the proposal – e.g. smaller, 
non rail-enabled vessels? 

  
From a resilience perspective: 
  

• How flexible will the proposed ships be to docking at another port following Wellington landside 
infrastructure being non-operational? 

  
• How long will it take to have the proposed ships operational following a significant earthquake in Wellington 

(assuming that the landside infrastructure is damaged/destroyed)? 
  
The Detailed Business Case (DBC), submitted in November 2019 in support of the proposal, includes a description of 
why the decision was taken to replace the current fleet with two bespoke rail-enabled vessels, detailed the costs 
and revenue expected to be generated from the new ships and the overall financial viability of the proposal. 
  

Noting that the consideration of financing and funding options has since taken place, can you please advise how the 
additional $165.9 million in debt will impact on the three points above? 
 
 
 
 

Richard Manning 
Adviser – Supply Chain  
Ministry of Transport – Te Manatū Waka 
 
M: | E: r.manning@transport.govt.nz | www.transport.govt.nz 

Enabling New Zealanders to flourish 
 
 

MINISTRY OF TRANSPORT 
 
Wellington (Head Office) | Ground Floor, 3 Queens Wharf | PO Box 3175 | Wellington 6011 | NEW ZEALAND | Tel: 
+64 4 439 9000 |  
 
Auckland | NZ Government Auckland Policy Office | 45 Queen Street | PO Box 106238 | Auckland City | Auckland 
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From: Helen Rogers <Helen.Rogers@kiwirail.co.nz>  
Sent: Thursday, 27 February 2020 8:30 AM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>; Richard Manning (R.Manning@transport.govt.nz) 
<R.Manning@transport.govt.nz> 
Cc: Stephen O'Keefe <Stephen.O'Keefe@kiwirail.co.nz>; David Gordon <David.Gordon@kiwirail.co.nz>; Erin Wynne 
<e.wynne@transport.govt.nz> (e.wynne@transport.govt.nz) <e.wynne@transport.govt.nz>; 'Joanna Heard' 
<J.Heard@transport.govt.nz> 
Subject: IREX 
Importance: High 
 
Hi 
 
A special meeting of the KiwiRail Board yesterday considered the IREX financial case and approved a revised 
proposal for Budget 2020 funding. I have attached a summary of this – if you need further info I will arrange a 
conversation along with Stephen who is leading this programme.  
 
I’ve also included responses to the MOT queries on IREX from 14 Feb. 
 
Thanks 
Helen 
 
 
Helen Rogers   |   Exec GM, Finance (CPAD) 
 

MOB:
Level 1, Wellington Railway Station, Bunny Street, Wellington  PO Box 593, Wellington 6140, New Zealand
 

 
www.kiwirail.co.nz 
 
Please consider the environment before printing.  
 
The content of this message and any attachments may be privileged or confidential. If you  
have received this email in error please notify the sender and delete the email - unauthorised  
use is expressly prohibited. This email may have been corrupted or interfered with. KiwiRail  
does not warrant that this email and its contents are free from computer viruses or other defects. 
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Response to Treasury Queries 

Query: 

Treasury has recommended full funding for the ship build but recommends against any significant 

funding for terminal infrastructure for the moment given existing uncertainties. They also seek 

advice on what is the absolute minimum funding commitment for the terminals that needs to be 

made now, taking into account any recent revisions to the business case (which they would also like 

to see).  

The Minister of Finance has also asked whether KiwiRail could repay any Government contribution 

towards the purchase of new ferries given their commercial viability. Please provide us with advice 

on the option of the Crown contribution for the ships (and potentially the portside infrastructure) 

being a loan.   

KiwiRail Response 

An updated financial case was presented to the KiwiRail Board for review and approval at a special 

Board meeting on 26 February. The Detailed Business Case will be updated to reflect the new 

approved financial case. 

The latest programme funding overview is shown below. This represents a revised Budget 2020 bid 

of $400m which is $282.2m lower than the original budget bid.  

Key changes are: 

- Sale of the current fleet has been included 

- Scaling options for the Picton terminal infrastructure have been reviewed in detail and some 

elements of scope removed 

- Wellington terminal requirements have been reviewed and amended 

- The FX contingency has been removed  

- Additional debt financing has been included for specific assets 

- Recognition that some items can be funded from Budget 2019 $35m original funding  

The revised proposal, with response to original comments from Treasury is shown below. As the full 

proposal has been reviewed including taking on additional debt financing, the Crown contribution 

would need to be equity (not further debt). 
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KiwiRail – Revised Proposal  

 

Input – Capital  

Funding profile ($m) Total Vote 

 

Ship Build 
Programme 

 

Ship Build 
Contingency  

 

Ship FX 
Contingency 

 

Picton Terminal 
Infrastructure 
(incl. 
contingency) 

 

Picton 
Contingency 

 

Wellington 
Terminal 
Infrastructure 
(incl. 
contingency) 

 

Wellington 
Interim 
Infrastructure 

 

Capitalised 
Programme 
Management and 
Procurement 
Costs 

 

Capitalised 
Interest 

 

Debt Financing 
Ships 

 

Other 
commercial debt 
(specific assets) 

 

Costs related to 
extending 
running of the 
current ships 

 

Dublin Street 
Grade 
Separation 

 

Budget 19 
confirmed 
funding 

 

Total  0.0 51.9 89.0 111.0 130.6 17.3 0.3    400.0 Transport 

 

Notes (KR in red – Treasury original comments in black): 

• For completeness, we have included FY20 project costs and the Budget 19 funding 

• Programme management costs now includes the ship programme (previously in the ship build programme cost) 
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Assumptions behind our scaling are as follows: 

- Full funding for all ship build components (on the basis that a full funding commitment needs to be made in order for 
KiwiRail to release a RFP and enter into a contract). Note that while KiwiRail has 
been clear it can service this level of debt, we are concerned that some of their revenue and freight growth 
assumptions are optimistic compared to past trends. We will seek to test these assumptions with KiwiRail.  – we are 
happy to take The Treasury through the forecast, the growth is at the market level and relatively low.  No market 
share increases have been included 

- No funding for Picton port infrastructure. Delivery of landside assets relies on both a commitment from KiwiRail and 
Ports of Marlborough (i.e. they each deliver different but interdependent assets to allow the ships to operate). From 
conversations with KiwiRail, we understand that Picton may not have the means to deliver its share of the assets as 
currently scoped, and there are conversations about whether to change the scope. We do not think a decision on 
funding for KiwiRail’s share of the assets should be made until this information is available. – We need the funding 
commitment this budget as the infrastructure delivery timetable is inexorably linked to the procurement for the ships.  
Port Marlborough has indicated the level of funding they believe they can access.  We have more certainty over the 
costs with a higher level of design having been completed with scaling and scope changes developed and 
incorporated into the latest costs.  We need the funding commitment in order to progress negotiations to close out the 
development and lease agreement this calendar year in order to ensure the infrastructure is ready in time for the 
arrival of the first ship in 2024. 

- Limited funding for Wellington port infrastructure. KiwiRail has indicated that a seismic assessment has indicated 
there is a high-level of risk with the Kaiwharawhara site. As such, we consider that the amount of investment in the 
infrastructure there should be limited until long-term options are considered. We are also not convinced that a full 
funding commitment for that infrastructure needs to be made now. – as with Picton, we need funding certainty in 
order to progress design and conclude negotiations with the Port to ensure the infrastructure is ready in time for the 
arrival of the first ship in 2024.  The terminal must be designed to allow the ships to operate in rail mode. 

- No funding for extended running of the current ships as KiwiRail should be meeting these costs from within the 
operating revenue the business generates. KiwiRail has also indicated that sale proceeds for the ships might be able 
to offset these costs to some degree. – extended running of the Aratere is not required under the revised scenario for 
the Wellington terminal so those costs have been removed.  Proceeds from the sale of the current fleet are now 
reflected in the business case but the timing does not match the infrastructure investments in the bid. 

- No funding for Dublin Street Grade Separation at this stage as it is unclear what exactly this relates to (apparently it 
relates to some arrangement with the NZTA). We will seek further information from KiwiRail. – we are happy to take 
The Treasury through the rationale for this.  The revised cost to KiwiRail is $5m and is incorporated in the Picton 
terminal amount. 
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KiwiRail – iReX Programme 

Response to MoT Questions 

(email of 14 February from Richard Manning) 

 

Context 

The Government has made clear through the Future of Rail and its Economic Strategy that it is 

committed to seeing the replacement of the ageing interisland ferries. This is a major strategic and 

once in a generation investment in a range of transport outcomes – connectivity between the North 

and South Island, the ferries’ role in a resilient transport system, importance for the freight and 

tourism sectors, and for KiwiRail’s business. The Ministry and the Treasury support this in principle, 

however, we are conscious that the business case still needs to be completed and reviewed. We 

want to work with you to get the business case to the point that it is investment ready.  

There are two broad areas that we’d like to engage with KiwiRail on. The first is to see how we can 

work together on framing the strategic opportunity for this investment and exploring how this 

investment can leverage positive outcomes for the transport system, the Wellington region and the 

upper South Island. The second is to better understand the technical and cost implications of the 

current draft business case. 

KR note: we welcome any input and assistance on how to frame the investment in terms of “positive 

outcomes for the transport system”. 

On the strategic opportunity: We want to work with KiwiRail to ensure that the business case takes 

as broad a view as possible on the outcomes that this investment can enable, and that we have 

thought about how we can leverage the investment to maximise these outcomes. Given the scale of 

investment sought from the Crown, there is an opportunity to think innovatively about how we get 

the most from this investment.  

KR note: as above, we welcome any input and assistance on this. 

On the draft business case: We are also conscious that a number of key issues have developed 

recently, particularly around the land-side investments that are required in Wellington. We are 

concerned with escalating portside costs for the project since the original proposal was put forward. 

We are interested in understanding and exploring options available to mitigate this uncertainty. 

Effectively, what we would like to understand is: 
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Question KR Response 

How well developed are the 
portside plans? How will a railway 
be connected to the new ferry 
location, and are there any 
consequences (e.g. for Aotea 
Quay traffic)? 

Picton terminal infrastructure plans are well developed with 
several scaling and phasing opportunities investigated.  Some 
have been reflected in the latest concept design and costs. 
 
Wellington terminal infrastructure plans are less developed 
due to the possible impacts of a Wellington fault earthquake 
on the Kaiwharawhara site.  

 

How confident are we in the 
current portside costs? And if we 
are not confident in them, how 
might we consider moving 
forward with the project in a way 
that can mitigate cost escalation 
at a later date? 

Are there other options for 
Wellington other than the one 
put forward, whereby the 
investment is made for the next 
10 years before a more 
substantive move of the 
Wellington port may be 
considered? 

As discussed at the meeting of 19 February (and signaled in 
the draft DBC) the approach for Wellington has evolved to 
requiring a rail enabled terminal facility from the arrival of 
the first ship.  Options have been developed for this to meet 
operational requirement to at least 2030.  The updated 
business case allows for additional (self funded) investment 
to increase the capacity of the terminal to meet future 
demand.  The design will also allow for as much relocation as 
possible for key infrastructure items (e.g. linkspans) should an 
alternative location be identified through the Future Port 
Forum with a business case that is acceptable. 
 

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(i) and s9(2)(j)
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Question KR Response 

How can we receive assurance 
from KiwiRail that the other 
parties, include ports and NZTA, 
are able to cover their relevant 
costs for landside infrastructure 
and the Crown will not be 
required to provide further 
funding at a later date? 

Can the investment in the ferries 
be made without upgrading the 
landside infrastructure? 

No, the ships cannot operate with the existing infrastructure. 

Are there any options to share 
landside infrastructure with other 
operators to minimise costs and 
improve operational flexibility? 

 
For Wellington, the Future Port Forum is being used to 
address this, but progress is slow.  Options for operational 
flexibility are low as the wharf structures and linkspans etc 
are design specific to the ships. 
 

We discussed this in the meeting on 19 February.  Very 
interested to hear any further ideas on this. 

We also discussed this in the meeting on 19 February, again, 
very interested to hear any further ideas on this. 

s9(2)(i) and s9(2)(j)
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Question KR Response 

Have there been discussions with 
CentrePort about their leveraging 
this investment to develop a 
better portside passenger 
experience – a pleasant and 
sheltered way of getting from the 
ferries to the city and its public 
transport, with attractive facilities 
and shops? 

Not specifically, although it is a focus of the Future Port 
Forum work. 
 
For a single user terminal for KiwiRail at Kaiwharawhara, 
there are limited opportunities.  Our focus with this option is 
to ensure passengers are on the ship as fast as possible as 
that is where the customer experience is most focused, with 
minimal shops etc. in the terminal building. 

Given the escalation of and level 
of uncertainty with costs for both 
the landside infrastructure and 
the replacement vessels, has 
KiwiRail thought about reviewing 
the project scope and the 
proposal – e.g. smaller, non rail-
enabled vessels? 

Neither of these options provide any benefit.  We will provide 
separate analysis of 2 v 3 ships.  In terms of rail v non-rail 
ships, there are significant operational downsides (as 
highlighted in both the IBC and DBC) and the rail yard scope 
would still be the same plus there would be additional 
requirements for a container terminal style operation for 
substantial road bridging activities.  

 

From a resilience perspective 

 

Question KR Response 

How flexible will the proposed 
ships be to docking at another 
port following Wellington 
landside infrastructure being 
non-operational? 

In rail mode, the ships require a rail link span to load and 
unload the rail deck (deck 3).  In order to meet emergency 
response requirements the ships have been designed to 
enable a stern ramp to be fitted in place of the stern “rail 
door” to enable berthing at an alternative, non-rail enabled, 
berth. 

How long will it take to have the 
proposed ships operational 
following a significant earthquake 
in Wellington (assuming that the 
landside infrastructure is 
damaged/destroyed)? 

Within 24 hours for emergency response (with the stern 
ramp fitted). 
 
A draft resilience response framework has been developed to 
describe target timeframes for return to service under 
different scenarios.  It is explained below. 

 

Indicative Resilience Framework 

The iReX team have developed a draft resilience framework for High-Impact Low-Probability (HILP) 

events like earthquakes, tsunami and other natural disasters. Resilience for Low-Impact High-

Probability (LIHP) and day to day operations and events is covered in the reliable on-time 

performance element of the systems engineering approach.  

There are two main considerations for resilience for HILP events: 

• Providing lifeline assistance to Wellington. In a large event Interislander is considered a lifeline 

utility for Wellington and there is an expectation that within 5 days of a large event that the 

Interislander vessels will be available to assist in humanitarian efforts such as providing supplies, 

moving people, and moving materials and machinery. 
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• Business continuity to KiwiRail. The level of resilience of the Interislander business should be tied 

into the likely response times of the other assets required for its operation to ensure that the 

infrastructure is not over or under designed. 

The framework: 

 

 

 

s9(2)(i) and s9(2)(j)
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KR note:  This was discussed in the meeting on 19 February. There have been many changes since 

the time when the original view was advised, not the least being the progression of the Future of 

Rail Review and the substantial changes to the Crown’s longer-term commitment to rail. We have 

also completed a further 12 months of work on the IRex project, including detailed financial 

modelling and consideration of financing options. Over this period extensive work has been 

completed, we have gained greater confidence in certain assumptions and the underlying financial 

model has shifted to reflect this. A Detailed Business Case has also been prepared.  

Our cashflow modelling indicates the financing levels proposed can be serviced and repaid. The 

KiwiRail Board has reviewed and approved the new financial case for incorporation into the Detailed 

Business Case.  
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Alex Colton [TSY]

From: Gerald Lee [TSY]
Sent: Thursday, 27 February 2020 8:50 AM
To: 'Helen Rogers'; Richard Manning (R.Manning@transport.govt.nz)
Cc: Stephen O'Keefe; David Gordon; Erin Wynne <e.wynne@transport.govt.nz> 

(e.wynne@transport.govt.nz); 'Joanna Heard'
Subject: RE: IREX

[IN-CONFIDENCE] 
 
Many thanks Helen. This information is extremely helpful from our perspective. The advice on the rail package is still 
in development but I’ll let you know how this affects where we land. 
 
Cheers 
Gerald 
 
From: Helen Rogers <Helen.Rogers@kiwirail.co.nz>  
Sent: Thursday, 27 February 2020 8:30 AM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>; Richard Manning (R.Manning@transport.govt.nz) 
<R.Manning@transport.govt.nz> 
Cc: Stephen O'Keefe <Stephen.O'Keefe@kiwirail.co.nz>; David Gordon <David.Gordon@kiwirail.co.nz>; Erin Wynne 
<e.wynne@transport.govt.nz> (e.wynne@transport.govt.nz) <e.wynne@transport.govt.nz>; 'Joanna Heard' 
<J.Heard@transport.govt.nz> 
Subject: IREX 
Importance: High 
 
Hi 
 
A special meeting of the KiwiRail Board yesterday considered the IREX financial case and approved a revised 
proposal for Budget 2020 funding. I have attached a summary of this – if you need further info I will arrange a 
conversation along with Stephen who is leading this programme.  
 
I’ve also included responses to the MOT queries on IREX from 14 Feb. 
 
Thanks 
Helen 
 
 
Helen Rogers   |   Exec GM, Finance (CPAD) 
 

MOB: 
Level 1, Wellington Railway Station, Bunny Street, Wellington  PO Box 593, Wellington 6140, New Zealand
 

 
www.kiwirail.co.nz 
 
Please consider the environment before printing.  
 
The content of this message and any attachments may be privileged or confidential. If you  
have received this email in error please notify the sender and delete the email - unauthorised  
use is expressly prohibited. This email may have been corrupted or interfered with. KiwiRail  
does not warrant that this email and its contents are free from computer viruses or other defects. 
 

s9(2)(g)(ii)
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From: Gerald Lee [TSY]  
Sent: Wednesday, 29 April 2020 1:46 PM 
To: Ann Webster [TSY] <Ann.Webster@treasury.govt.nz> 
Subject: FW: IREX 
Importance: High 
 
[IN-CONFIDENCE] 
 
Hi Ann 
 
In relation to your email from this morning, here’s the documentation we received from KR in late Feb on the 
changes in the IREX DBC. Note that we subsequently requested to see a copy of the updated DBC itself, but never 
received it. 
 
Cheers 
Gerald  
 
From: Helen Rogers <Helen.Rogers@kiwirail.co.nz>  
Sent: Thursday, 27 February 2020 8:30 AM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>; Richard Manning (R.Manning@transport.govt.nz) 
<R.Manning@transport.govt.nz> 
Cc: Stephen O'Keefe <Stephen.O'Keefe@kiwirail.co.nz>; David Gordon <David.Gordon@kiwirail.co.nz>; Erin Wynne 
<e.wynne@transport.govt.nz> (e.wynne@transport.govt.nz) <e.wynne@transport.govt.nz>; 'Joanna Heard' 
<J.Heard@transport.govt.nz> 
Subject: IREX 
Importance: High 
 
Hi 
 
A special meeting of the KiwiRail Board yesterday considered the IREX financial case and approved a revised 
proposal for Budget 2020 funding. I have attached a summary of this – if you need further info I will arrange a 
conversation along with Stephen who is leading this programme.  
 
I’ve also included responses to the MOT queries on IREX from 14 Feb. 
 
Thanks 
Helen 
 
 
Helen Rogers   |   Exec GM, Finance (CPAD) 
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MOB: 
Level 1, Wellington Railway Station, Bunny Street, Wellington  PO Box 593, Wellington 6140, New Zealand
 

 
www.kiwirail.co.nz 
 
Please consider the environment before printing.  
 
The content of this message and any attachments may be privileged or confidential. If you  
have received this email in error please notify the sender and delete the email - unauthorised  
use is expressly prohibited. This email may have been corrupted or interfered with. KiwiRail  
does not warrant that this email and its contents are free from computer viruses or other defects. 
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Alex Colton [TSY]

From: Gerald Lee [TSY]
Sent: Monday, 16 March 2020 8:05 AM
To: 'Cori Yap'
Cc: Helen White; Jon Butler; David Martis; Nicole Rarity; ^Transport: P Laplanche
Subject: RE: First set of decisions for rail initiatives considered through Budget 2020

Hi Cori 
 
Responding to your queries in turn: 
 

- Rail initiatives should be included to the extent that they can be (given time pressures etc). Note that you do 
have until 20 March for final recommendations given that a few initiatives are outstanding; I would still like 
to see a rough draft tomorrow though. 

 
- Ferries 

o I was going off figures that KiwiRail gave us a month ago in terms of phasing etc. I assume the $100k 
was a rounding error; we’ll take it off the last year and rebilateralise.  

o No point in a progress report as this initiative is fully funded.  
o Again, what are we expecting this business case to tell us? I think some form of monitoring or 

expectation around information sharing or conditions about drawdown would be better.  
o Nicole, we’ll need a rec for joint ministers to rephase expenditure on this one. 

 

 

 
Please also note that I’m now doing quite a bit of work on the COVID-19 response (working closely with Kirstie and 
Shelley at your end; was over at MoT yesterday in fact!) As such, I’ll have quite limited ability to address non-urgent 
issues over the next few days. Your patience at this difficult time is appreciated.  
 
Cheers 
Gerald  
 
From: Cori Yap <C.Yap@transport.govt.nz>  
Sent: Monday, 16 March 2020 7:27 AM 
To: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz> 
Cc: Helen White <h.white@transport.govt.nz>; Jon Butler <J.Butler@transport.govt.nz>; David Martis 
<D.Martis@transport.govt.nz>; Nicole Rarity <N.Rarity@transport.govt.nz>; ^Transport: P Laplanche 
<p.laplanche@transport.govt.nz> 
Subject: RE: First set of decisions for rail initiatives considered through Budget 2020 
 

Deleted - Not Relevant to Request

Deleted - Not Relevant to Request
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Hi Gerald, 
 
Many thanks for your email – you may be aware that our whole team was away on a planning day last Friday so 
acknowledging just now.  
   
Since deadline for Financial recs is on Tuesday, do you expect that rail initiatives are included here? If so, if you are 
to give some indication as to conditions that Treasury would like to see in the financial recs that would be 
appreciated. Initial thoughts and clarifications below:   

Ferries -  you mentioned $400 million, is this rounded? I calculated 400,100 from the bilateralised amount – is this 
correct/what we set-out instead? Possible conditions:  

• Progress report to Cabinet on the ferry replacement process (although this is the full funding so we assume 
that there would be no further funding being considered?) 

• Subject to a business case showing KiwiRail’s ability to deliver port infrastructure, particularly in Wellington 
due to seismic risk)?   

 

 
Ngā mihi,   
Cori  

Cori Alejandrino-Yap  
Senior Adviser | Investment  
Ministry of Transport – Te Manatū Waka 
M | c.yap@transport.govt.nz | www.transport.govt.nz 

Enabling New Zealanders to flourish / He whakamana i a Aotearoa kia momoho 

 
 
From: Gerald Lee [TSY] <Gerald.Lee@treasury.govt.nz>  
Sent: Friday, 13 March 2020 3:59 PM 
To: Richard Manning <R.Manning@transport.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz>; Helen Rogers 
<Helen.Rogers@kiwirail.co.nz>; David Gordon <david.gordon@kiwirail.co.nz>; Cori Yap <C.Yap@transport.govt.nz>
Cc: Erin Wynne <e.wynne@transport.govt.nz>; Harriet Shelton <H.Shelton@transport.govt.nz>; Bryn Gandy 
<B.Gandy@transport.govt.nz>; Helen White <h.white@transport.govt.nz>; Paul Laplanche 
<P.laplanche@transport.govt.nz>; David Martis <D.Martis@transport.govt.nz>; Nicole Rarity 
<N.Rarity@transport.govt.nz>; David Taylor <David.Taylor@treasury.govt.nz>; Matt Gilbert 
<matthew.gilbert@treasury.govt.nz>; Andrew Hagan [TSY] <Andrew.Hagan@treasury.govt.nz>; Jess Jenkins [TSY] 

s9(2)(g)(ii)
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<Jess.Jenkins@treasury.govt.nz>; Jon Butler <J.Butler@transport.govt.nz> 
Subject: RE: First set of decisions for rail initiatives considered through Budget 2020 
 
Apologies, the figure should be $148.2m of operating funding in 22/23; the below had a typo.  
 
From: Gerald Lee [TSY]  
Sent: Friday, 13 March 2020 3:42 PM 
To: 'Richard Manning' <R.Manning@transport.govt.nz>; 'Joanna Heard' <J.Heard@transport.govt.nz>; 'Helen Rogers' 
<Helen.Rogers@kiwirail.co.nz>; 'David Gordon' <David.Gordon@kiwirail.co.nz>; 'Cori Yap' 
<C.Yap@transport.govt.nz> 
Cc: 'Erin Wynne <e.wynne@transport.govt.nz> (e.wynne@transport.govt.nz)' <e.wynne@transport.govt.nz>; 
'Harriet Shelton' <H.Shelton@transport.govt.nz>; 'Bryn Gandy' <B.Gandy@transport.govt.nz>; 'Helen White' 
<h.white@transport.govt.nz>; ^Transport: P Laplanche <p.laplanche@transport.govt.nz>; 'David Martis' 
<D.Martis@transport.govt.nz>; 'Nicole Rarity' <N.Rarity@transport.govt.nz>; David Taylor [TSY] 
<David.Taylor@treasury.govt.nz>; Matthew Gilbert [TSY] <Matthew.Gilbert@treasury.govt.nz>; Andrew Hagan [TSY] 
<Andrew.Hagan@treasury.govt.nz>; Jess Jenkins [TSY] <Jess.Jenkins@treasury.govt.nz>; Jon Butler 
<J.Butler@transport.govt.nz> 
Subject: RE: First set of decisions for rail initiatives considered through Budget 2020 
Importance: High 
 
[IN-CONFIDENCE] 
 
Hi all 
 
Action: Note the decision on the Crown contribution to the NLTF for rail network investment, agree to meet 
regarding a proposed letter of comfort around rail network investment, 

 
The Minister of Finance has now taken a decision on the remaining rail initiative: the ongoing Crown contribution to 
the NLTF for network investment. He has determined that Budget 2020 will provide $248.2m of operating funding 
in 22/23 only to supplement the expected yearly NLTF contribution of $120m. No funding will be provided for the 
remainder of the forecast period or into outyears.  
 
The 22/23 figure has been calculated based on the assumption that the Crown’s contribution should be based on 
reaching the $5.6 billion figure for a reliant and reliable rail system. What this in essence means is that the following 
adjustments sought are excluded: a) the inflation adjustment, and b) the additional operating funding.  
 
While I realise that you will likely have concerns about how the one year of funding impacts on the policy intent of a 
long-term planning and funding framework, the Minister has been clear that the Government is committed to 
investment that will deliver a reliable and resilient rail system. But due to the pressure on Budget allowances, it is 
likely that the Crown’s contribution will have to be allocated on a Budget-by-Budget basis. To provide certainty and 
aid planning, the Minister has asked Treasury to explore providing a letter of comfort regarding long-term rail 
network funding (i.e. that the Crown will continue to top up the NLTF to support this investment).  
 
Next steps… 
 
This decision has now been bilateralised in CFISnet and the Ministry can commence work on the associated financial 
recommendations.  
 
The Treasury will also commence work on producing the letter of comfort shortly. We request a meeting next week 
between MoT, KiwiRail and potentially NZTA to discuss.   
 

s9(2)(i) and s9(2)(j)
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…and beyond  
 
This represents the final in-principle decision for the rail initiatives considered through Budget 2020. While decisions 
are confirmed until considered by Cabinet, we don’t expect any significant movement on this package as it has been 
socialised between Ministers. Please note that the usual discretion and care must be employed regarding these in-
principle Budget decisions; only share them with those who need-to-know.  
 
We recognise that these outcomes may be disappointing in some cases, but this is still another significant funding 
package as per the Government’s commitment to rail investment. I want to thank you for all the hard work that’s 
brought us to this point. Budget processes are intense and necessarily contestable, but it takes a lot of people’s hard 
graft to get to decisions and I appreciate all your support. 
 
Cheers 
Gerald  
 
From: Gerald Lee [TSY]  
Sent: Thursday, 12 March 2020 2:47 PM 
To: 'Richard Manning' <R.Manning@transport.govt.nz>; Joanna Heard <J.Heard@transport.govt.nz>; 'Helen Rogers' 
<Helen.Rogers@kiwirail.co.nz>; David Gordon <David.Gordon@kiwirail.co.nz>; 'Cori Yap' 
<C.Yap@transport.govt.nz> 
Cc: Erin Wynne <e.wynne@transport.govt.nz> (e.wynne@transport.govt.nz) <e.wynne@transport.govt.nz>; Harriet 
Shelton <H.Shelton@transport.govt.nz>; Bryn Gandy <B.Gandy@transport.govt.nz>; Helen White 
<h.white@transport.govt.nz>; ^Transport: P Laplanche <p.laplanche@transport.govt.nz>; David Martis 
<D.Martis@transport.govt.nz>; Nicole Rarity <N.Rarity@transport.govt.nz>; David Taylor [TSY] 
<David.Taylor@treasury.govt.nz>; Matthew Gilbert [TSY] <Matthew.Gilbert@treasury.govt.nz>; Andrew Hagan [TSY] 
<Andrew.Hagan@treasury.govt.nz>; Jess Jenkins [TSY] <Jess.Jenkins@treasury.govt.nz> 
Subject: First set of decisions for rail initiatives considered through Budget 2020 
Importance: High 
 
[IN-CONFIDENCE] 
 
Hi all 
 
Action: Note the first set of decisions regarding the rail initiatives considered through Budget 2020, 

 
As you are aware, the Minister of Finance met with Minister Peters this morning to discuss the rail initiatives being 
considered as part of Budget 2020. Following this, the Minister of Finance has taken the first set of decisions on a 
funding package for rail to be included in the Budget 2020 package. Angus has called Greg Miller informing him of 
these decisions. 
 
This email provides you with information on decisions regarding rail that have been agreed so far. It also provides 
you with information on next steps, including some further work on individual initiatives.  
 
Conversion of debt to equity 
 
Ministers have agreed to include an initiative for converting KiwiRail’s $174.25 million worth of Crown debts to 
equity in the Budget 2020 package, with no impact on Budget 2020 allowances. This is on the basis that it will allow 
KiwiRail to better leverage its balance sheet to fund upcoming capital investments. 
 
Note that there will be various process issues to sort through following Cabinet’s consideration of the Budget 2020 
package to formalise the conversion, but Cabinet’s agreement will clarify the decision and allow the process to 
begin.  
 
Funding package 
 

s9(2)(i) and s9(2)(j)
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The following funding decisions have been reached on individual initiatives: 
 

- Investment in KiwiRail’s core assets (i.e. KiwiRail network bid): $246.3m capital (i.e. $10m for the Wellington 
Railway Station in 20/21, $236.3m for network investment in 21/22 with option to switch this to operating if 
new funding framework is in place).   

- Replacing rolling stock: $396m capital spread primarily over a two year period. 
- Replacing the InterIslander ferries: $400m capital spread over six years (i.e. fully funding KiwiRail’s revised 

request from 27 February). 
- Remediating KiwiRail’s Holidays Act liability: $29m total operating in 20/21. 
- No funding for further resilience works on the Main North Line.  

 

Remaining decisions 
 
The MoF will discuss with Minister Twyford the issue of rail network investment in order to confirm the amount of 
Crown funding that will be provided to top up the National Land Transport Fund. No further advice from officials is 
required to support this discussion.  
 
Next steps 
 
I will shortly work with the Budget team to bilateralise the decisions above through CFISnet so that the Ministry can 
begin to draft financials recommendations for the Budget 2020 Cabinet paper.  I will also discuss with the 
appropriate teams internally about how to enter in an initiative for the conversion of KiwiRail’s debts to equity. 
 

 
I will inform you as soon as possible what decision is reached between Ministers on the amount of funding for the 
Crown top up to the NLTF initiative.  
    
Cheers 
Gerald Lee (he/him) | Analyst – National Infrastructure Unit | Te Tai Ōhanga – The Treasury 
Tel:  Email/IM: gerald.lee@treasury.govt.nz  

 
 
Curious about why I share my pronouns on my email signature? This article explains. 
 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you 
are not an intended addressee: 

s9(2)(g)(ii)
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