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Reference: T2019/896 SH-8-4-2 
 
 
Date: 28 March 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: Prior to your meeting on Monday 1 April at 5pm  
 
 
Aide Memoire: Meeting with Minister Peters on KiwiRail - 
Monday 1 April, 5pm 

You are meeting with the Deputy Prime Minister, Rt Hon Winston Peters, in his 
capacity as Minister for State-Owned Enterprises at 5pm on Monday 1 April to discuss 
the KiwiRail initiatives being considered as part of Budget 2019.  
 
This aide memoire provides you with advice on options for a revised funding package 
for KiwiRail. Annex 1 provides you with a table summarising the profile of spending 
across financial years for all the options we have identified and the total amount of 
funding that would be required. Annex 2 reattaches the previous one-pager sent to 
your office that sets out the overall funding story for KiwiRail over the next ten years. 
 
KiwiRail is seeking a significant amount of funding 
 
KiwiRail initiatives seek total capital funding of spread over seven years for 
new rolling stock, new InterIslander ferries, resilience works on the Main North Line, 
and “business as usual” capital for KiwiRail.  
 
We are conscious that the Government faces tight fiscal constraints and committing to 
these projects in full now could impact upon its ability to deliver on priorities across 
other sectors. We are also not convinced that the Crown needs to commit to fully fund 
these initiatives now given that key information around the projects is not yet available 

. 
Phasing funding could also drive commercial efficiency within KiwiRail as it will have to 
demonstrate the results of any investment prior to the Government committing further 
funding. 
 
The current draft Budget 2019 package includes of funding for KiwiRail, 

 
We consider that you have a number of options if Ministers want to increase the 
amount of funding committed to KiwiRail through Budget 2019. This primarily involves 
scaling the rolling stock initiative from the seven years originally sought to only provide 
a certain number of years of funding. You could also scale to only provide funding 
towards the ‘reliable and resilient’ scenario identified through the Future of Rail Review 
(and excluding ‘capacity and growth’ components).  
 
 

[33]

[33]
[25]

[25]
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We recommend a scaled two year funding package… 
 
We previously provided you with advice on a revised two-year funding package of 

 that attempted to balance the need to achieve the outcomes sought through the 
Future of Rail Review while also minimising the impact on Budget allowances 
(T2019/494 and T2019/502 refers).  
 
On the InterIslander ferries:  

• 

• 

On the rolling stock:  

• 

• 

On the Main North Line:  
• KiwiRail’s advice: KiwiRail has indicated that this initiative is not high-priority as 

the works are not vital to the safe operation of the Main North Line. The works 
could be prioritised against other projects that have been included in future 
business as usual maintenance and upgrade plans.  

• Our revised recommendation: We recommend not funding this initiative in Budget 
2019.  

[25]

[25]
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On business as usual capital:  

• KiwiRail’s advice: KiwiRail notes that funding for a single year does not provide 
sufficient certainty to plan for long-term investment, 

 
• Our revised recommendation: We recommend providing total capital funding of 

$331 million for KiwiRail’s business as usual requirements, with $65 million in 
2019/20 and $266 million in 2020/21.

 Two-year funding tranches 
have been used in the past. 

 
After funding the current draft Budget 2019 package, the remaining multi-year capital 
allowance is approximately  (we expect this to increase by around 

 once Sponsors receive revised funding requests associated with the Auckland 
City Rail Link). If you were to adopt this two-year scaled package, the remaining 
allowance after funding the draft Budget 2019 package would be .  
 
…But you could extend this to three, four or five years… 
 
Notwithstanding our advice above, we consider that there are also options for a scaled 
funding package over three, four, and five years respectively if Ministers want to 
increase the amount of funding committed to KiwiRail as part of Budget 2019.  
 

 
However, we have engaged with KiwiRail to ascertain what a revised funding profile 
would look like for the rolling stock initiative over three, four, and five years 
respectively. The revised figures are based upon pushing out locomotive procurement 
that was originally planned for earlier years. The profiles of these options and their cost 
is summarised in Annex 1.  
 
All these options would have substantial impacts on the multi-year capital allowance. If 
you were to adopt the three-year scaled package, the remaining allowance after 
funding the draft Budget 2019 package would be . If you were to adopt the 
four-year scaled package, the remaining allowance after funding the draft Budget 2019 
package would be . If you were to adopt the five-year scaled package, the 
remaining allowance after funding the draft Budget 2019 package would be .  
 
If Ministers wish to pursue one of those alternative scaled options, we recommend that 
you pursue the three year option. In contrast, the four and five year options would place 
excessive strain on the multi-year capital allowance, and would also limit the 
Government’s ability to evaluate the results of its investment. 
 

[33]
[33]
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…And the Minister of Transport has also provided you with his own options   
 
In his letter to you of 14 March 2019 regarding Budget 2019, the Minister of Transport, 
Hon Phil Twyford provided you with his own options for funding the KiwiRail initiatives 
over three and five years respectively. Minister Twyford recommended providing the 
full amount of funding being sought for rolling stock, but only included one year of 
funding for the InterIslander ferries, two years of funding for working capital, 

.  
 
We advise against both these options as they would place excessive strain on the 
multi-year capital allowance and would limit the Government’s ability to evaluate the 
results of its investment before committing further funding. If you were to adopt the 
three year option, the remaining allowance after funding the draft Budget 2019 package 
would be . If you were to adopt the five year option, the remaining 
allowance after funding the draft Budget 2019 package would be .  
 
 
 
 
 

, Analyst, National Infrastructure Unit (NIU),  
David Taylor, Manager, National Infrastructure Unit, National Infrastructure Unit (NIU), 
[39]
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