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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the international relations of the 
government 

6(a) 

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

6(b)(i) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, investigation, and 
detection of offences, and the right to a fair trial 

6(c) 

[11] to damage seriously the economy of New Zealand by disclosing prematurely decisions to change 
or continue government economic or financial policies relating to the entering into of overseas trade 
agreements. 

6(e)(vi) 

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

[25] to protect  the commercial position of the person who supplied the information or who is the subject 
of the information 

9(2)(b)(ii) 

[26] to prevent prejudice to the supply of similar information, or information from the same source, and 
it is in the public interest that such information should continue to be supplied 

9(2)(ba)(i) 

[27] to protect information which is subject to an obligation of confidence or which any person has been 
or could be compelled to provide under the authority of any enactment, where the making available 
of the information - would be likely otherwise to damage the public interest 

9(2)(ba)(ii) 

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

[31] to maintain the current constitutional conventions protecting collective and individual ministerial 
responsibility 

9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality of advice tendered 
by ministers and officials 

9(2)(f)(iv) 

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

[36] to maintain legal professional privilege 9(2)(h) 

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

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

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

[40] not in scope   

[41] that the making available of the information requested would be contrary to the provisions of a 
specified enactment 

18(c)(i) 

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

 

In preparing this Information Release, the Treasury has considered the public interest considerations in section 9(1) and 
section 18 of the Official Information Act. 



 

Treasury:3931872v1 

Treasury Report:  Budget 2018 Vote Transport KiwiRail Initiatives 

Date: 20 March 2018 Report No: T2018/700 

File Number: SH-8-4 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

 

Raise the two KiwiRail Budget 
initiatives with Budget Ministers and 
agree to defer until Budget 2019 
following the Review of Rail. 

Prior to Budget Ministers on 26 
March 2018. 

Associate Minister of Finance (Hon 
Dr David Clark) 

Note the contents of the Treasury 
Report. 

Prior to Budget Ministers on 26 
March 2018. 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Angus Hodgson Analyst, National 
Infrastructure Unit 

 (wk) 

(mob) 

 

David Taylor Manager, National 
Infrastructure Unit 

 (wk) N/A 

(mob) 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 
Enclosure: No 
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Treasury Report: Budget 2018 Vote Transport KiwiRail Initiatives 

Executive Summary 

At a meeting with the Treasury on 15 March, you requested further information on two Vote 
Transport initiatives for KiwiRail. The Minister of Transport has identified these initiatives as 
his transport priorities for Budget 2018. 

These initiatives seek a capital injection of for KiwiRail’s 2019/20 capital 
programme and a 

Treasury has recommended not supporting both of these initiatives 

recommendation also recognises that Ministers are likely to have more funding options in 
Budget 2019 when the Review of Rail (the Review) is complete. The Review findings are 
expected in August, which will allow time for funding decisions to be taken through Budget 
2019. 

Treasury also recognises that, in order to deliver a safe rail network, KiwiRail will need 
funding to maintain and operate the lines and services that do not provide a commercial 
return. However, the funding sought through Budget 2018 is not needed for contractual 
obligations

Recommended Action 

We recommend that you: 
 
a note that KiwiRail received $450 million of capital funding in Budget 2017 for 2017/18 

and 2018/19, with funding for 2019/20 expected to be considered in Budget 2019 
following the Review of Rail due in August 2018. $80 million of the 2018/19 funding is 
counted against the Tuawhenua Provincial Growth Fund. 
 

b note that KiwiRail has received $8.75 million of capital funding and will seek further 
funds, from the Tuawhenua Provincial Growth Fund for new rail investments that result 
in regional economic development. 
 

c note that KiwiRail could receive further funds from the Tuawhenua Provincial Growth 
Fund, if agreed to by relevant Ministers, to supplement KiwiRail’s 2018/19 capital 
programme investment. 
 

d 

 
e 

 
f  
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g agree to discuss with Budget Ministers, the Minister for Regional Economic 

Development, and relevant Ministers, the potential for withdrawing the KiwiRail Budget 
initiative seeking , and 

Agree/disagree 
 
h agree, in discussion with Budget Ministers, to 

 
 Agree/disagree. 
 
 
 
 
 
David Taylor 
Manager, National Infrastructure Unit 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Budget 2018 Vote Transport KiwiRail Initiatives 

Purpose of Report 

1. This paper provides further information regarding the remaining two manifesto Vote 
Transport initiatives, both relating to KiwiRail’s freight business. It also provides 
information about other rail-related investments across the years in which funding is 
sought and context on the Review of Rail (the Review). 

Analysis 

2. The draft capital package presented at Budget Ministers 2 totalled $3.640 billion, as 
compared with a capital allowance of $3.400 billion. The draft package does not 
include funding sought for KiwiRail. 

3. The Minister of Transport is seeking  of capital funding for KiwiRail’s 
2019/20 capital programme and 

 Both of these initiatives will be received as 
capital injections, and should be considered as funding for KiwiRail’s freight business. 

Review of Rail 

4. Treasury recognises that funding is required for KiwiRail to maintain and operate the 
lines and services that are not commercially viable. This issue has been recognised in 
previous Budgets, and this is why the Ministry of Transport is leading a Review of Rail 
to enable Ministers to take decisions to create the optimal structure and funding 
approach for KiwiRail (the freight business) and rail infrastructure (the metro and freight 
rail network). The Review is expected in August 2018, in time for rail-related funding to 
be considered through Budget 2019. 

5. Funding these initiatives through Budget 2018 will pre-commit the Crown ahead of the 
Review which could identify how KiwiRail and rail infrastructure could best be funded 
(e.g. 

6. 

7. For these reasons, and because funding is not needed for contractual obligations, 
Treasury is recommending that these initiatives be deferred to Budget 2019. KiwiRail 
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has $230 million appropriated for the interim financial year 2018/19, as well as other 
funds for specific rail investments. 

Rail – KiwiRail Holdings Limited ($300 million) 

8. KiwiRail’s 2019/20 capital programme can be understood as follows (subtotals rounded 
up): 

 

Activity Amount 
($m) 

Network Maintenance 
Rolling Stock 
Interislander 
Facilities 
ICT & Corporate Services 
Property 
Scenic 
TOTAL 
Funded by KiwiRail (net income) 
Crown funding sought (the balance) 

9. Network Maintenance is primarily for planned and unplanned maintenance activity. 
This includes 

10. Rolling Stock (locomotives, wagons and containers) includes 

Considerations for Ministers 

11. To aide Ministers in considering this initiative, Treasury requested answers to the 
following questions: 

a What proportion of the  sought requires funding for contractual 
obligations to progress? (I.e. what certainty is required?). 

b What proportion of the  sought is for activities in the regions? (I.e. 
what regional economic development does this buy?). 

What certainty is required? 

12. In response to this question, KiwiRail indicated the following: 

a 

b 
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c KiwiRail’s monthly payment of around  will need to be in place in time 
for July 2019. 

13. These are not funding requirements, because: 

• 

• KiwiRail does not require funds to be appropriated to enter into multi-year 
contracts (hence their ability to enter into  contracts without funds 
appropriated) and, ahead of Budget 2019, KiwiRail has funds available to pay the 
2018/19  payment. 

• KiwiRail’s first regular monthly payment is, as with its last, not a reason to provide 
funding now as this will not become an issue until 2019/20 begins.  

14. All of these issues can be addressed through Budget 2019 or through the Review 
recommendations in time for 2019/20. 

What amount is for regional development activity? 

15. 

16. In January, you agreed along with the Minister for Regional Economic Development to 
count $80 million of KiwiRail’s 2018/19 capital programme as part of the first year of the 
PGF. KiwiRail had confirmed that this amount would be invested in its regional network 
in 2018/19. 

17. 

18. 

Conclusions on KiwiRail’s  initiative 

19.  Treasury has engaged 
KiwiRail and the Ministry of Transport on these questions so that Ministers could 
consider options to scale the initiative. These questions were raised in February, and 
again with the Minister of Transport at the Budget Bilateral on 12 March (with answers 
provided to him on 15 March). 

20. The answers suggest that funding is not required for contractual obligations. 
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21. 

22. 

23. 

24. 

25. 

26. 

Other rail-related investments 

27. The Government has made, and is making, significant investments in KiwiRail and the 
rail network. These can be understood as follows: 

 
Funding source for rail-related investment
(excluding amounts spent) 

Amount 
($m) 

Crown appropriations (2018/19 onward) 1,648.000 
National Land Transport Fund (potential) 
Tuawhenua Provincial Growth Fund (includes 2017/18) 8.750 
TOTAL 2,336.750 

 

Investments through Crown appropriation 

28. The Crown currently provides funding for the following rail-related investments: 

[37]
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a $1.7 billion has been agreed to for the Government share to build the City Rail 
Link in Auckland, with fiscally neutral re-profiling intended through Budget 2018. 
($1.2 billion for 2018/19 until project completion) 

b $450 million for KiwiRail’s 2017/18 and 2018/19 capital programme. 
($230 million for 2018/19) 

c 

d $98.4 million to upgrade the Wellington metro rail network. 
($73.8 million for 2018/19 to 2020/21) 

Investments through the National Land Transport Fund 

29. 

30. 

31. 

32. 

Investments through the Tuawhenua Provincial Growth Fund 

33. The Tuawhenua Provincial Growth Fund has already provided funding to KiwiRail, 
including: 

a $5 million to reopen the Wairoa to Napier line for logging trains. 

b $3 million to upgrade the Whanganui line for mainline locomotives carrying 
exports. 
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c $750,000 to fund three feasibility studies on KiwiRail projects in Kawerau, 
Southland and New Plymouth. 

34. Treasury understands that KiwiRail is likely to seek further funding from the PGF to 
deliver rail investments with regional economic development outputs. 

35. Additionally, relevant Ministers have agreed to count $80 million of KiwiRail’s 2018/19 
capital injection as part of the first year of the PGF on the basis that this will deliver 
regional development outcomes through significant rail investment.  

Conclusions on rail-related investments  

36. The Government is making significant investments in both KiwiRail and the rail 
network. 

Next Steps 

37. We recommend that you raise these initiatives at the next Budget Ministers meeting 
and seek agreement that they be deferred until Budget 2019. This will enable Ministers 
to take decisions following the Review of Rail in August to resolve the structure and 
funding approach for KiwiRail and the rail network. 

38. We also recommend that you discuss: 

a These initiatives with the Minister of Transport, and 

b 

39. 

40. Treasury officials are available to discuss these initiatives and any next steps with you 
in greater detail. 
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