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7 December 2023 0C231015
Hon Simeon Brown Action required by:
Minister of Transport Monday, 11 December 2023

FURTHER INFORMATION ON VOTE TRANSPORT INITIATIVES
EXPECTED TO BE CONSIDERED IN THE MINI BUDGET

Purpose

This briefing provides information on Vote Transport reprioritisation initiativessthat are likely
to be considered as part of the Mini Budget, to support you in"your discussions at Cabinet on
11 December 2023.

Key points

o To ensure a more disciplined and sustainable approach to Crown spending, the
Government has committed to deliver & MinisBudget before Christmas which will
focus on returning funding for policies identified in the 100 Day Plan and other
significant reprioritisation opportunities:

o Treasury has indicatedthat at least two Vote Transport initiatives will be considered
by Cabinet as part ofthe\Mini Budget:

o Returning funding fronTthe Clean Car Discount scheme ($50 million
operating/now, with further to come through Budget 2024 once the policy has
wrapped up.add it is clear what the remaining sum is). Cabinet has already
agreed to'disestablish the scheme and return the $50 million [CAB-23-MIN-
0471 refers], so the Mini Budget Cabinet paper will merely reflect this
deeision.

And-EITHER:

5" Reversing Crown funding allocated to Let’s Get Wellington Moving (LGWM)
in the previous government’s draft Government Policy Statement on Land
Transport (GPS) 2024 ($525 million operating and $355 million capital)

OR

o Reversing the full Crown grant associated with the Strategic Investment
Programme (SIP) in the previous government’s draft GPS 2024 ($841 million
operating and $1,544 million capital).

o Reversing partial (LGWM) or full Crown funding for the SIP 59(2)(@)()
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s 9(2)(9)()

However, returning this
funding as part of the Mini Budget does allow the Government to begin from a clean
slate when agreeing funding for the new GPS 2024.

There are two additional ‘significant reprioritisation opportunities’ for Vote Transport
that Treasury have proposed to the Minister of Finance:

o Reversing Budget 2023 changes to Community Connect, i.e. half price public
transport fares for under 25 year olds and free fares for under 13 year olds.
This isn’t in the Government’s 100 Day Plan, but was identified in the National
Party Fiscal Plan that was endorsed by coalition partners. If you choose to
cancel this policy, funding from 2024/25 onwards could be returned now
(approximately $265 million operating) with potential further funding in the
2023/24 financial year returned through Budget 2024, depending an\the timing
of the policy ceasing and the costs associated with winid=up of the policy.

o Returning $500 million of Climate Emergency ReSponse Rundy(CERF) funding
allocated to GPS 2024. The previous governmentiagreed, in-principle to
$7,600 million of funding for their draft GPS 2024 from a,combination of
funding sources! [CAB-23-MIN-0352 reférs].As you, Will be issuing a new draft
of GPS 2024, with different investment priorities and a different funding mix,
you could choose to return elements of'the previous government’'s GPS
funding package now, and prepare your new,GPS funding package from a
clean slate.

The final ‘significant reprioritisation opportunity’ identified by the Ministry of Transport
and Treasury (which we note has'notdeenincluded in Treasury’s advice to the
Minister of Finance due to-uncertainty-on the timing of decisions) is funding
associated with ceasing, werk on.the“Auckland Light Rail (ALR) project. We
understand that Cabinet is expected to agree to stop work on the ALR project at its 18
December 2023 Cahbiret meeting [OC230966 refers]. Similar to stopping the Clean
Car Discount,Cabinet will consider returning a portion of funding now ($98 million
capital) whilelretaining,a buffer of $33.6 million operating expenditure to support wrap
up of the’project. Once wrap up is complete, any remaining funding can be returned
to the centre through Budget 2024. You may wish to discuss with the Minister of
Finance whether, the return of capital funding is reflected in the Mini Budget Cabinet
paper, orif\financial decisions are instead taken on 18 December 2023 outside of the
Mini Budget process. The draft Cabinet paper on ALR which is currently with your
office_for/ministerial consultation is drafted on the basis that the ALR capital
appropriation is returned to the centre outside of the Mini Budget process.

If the options above are not considered as part of the Mini Budget, you can still make
decisions on these items at a later time. For instance, you could choose to utilise
them in Budget 2024 as reprioritisation options to offset any funding requested for
Vote Transport (e.g. funding for critical cost pressures and / or investment priorities in
GPS 2024).

1 Funding sources included: $500 million from the CERF, $300 million to be hypothecated from safety
camera and traffic infringement fines, $2.4 billion as a Crown grant, $3.1 billion from a Crown loan,
and $1.3 billion from a 4 cents per annum increase to Fuel Excise Duty and Road User Charges.
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o Where appropriate, you could also use reprioritisation opportunities to contribute to
your Vote Transport baseline savings proposal required by the Minister of Finance.

o Once decisions are taken by Cabinet on 11 December 2023, the Ministry will provide
further advice to you on the implications of the Mini Budget on both the baseline
savings proposal and options for a Vote Transport Budget 2024 package.

o Please see Annex 1 for a summary of each of the above significant reprioritisation
options, including advice on risks and implementation considerations.

Recommendations

We recommend you:

1 note that on Monday 11 December 2023, Cabinet is expected-to considera Mini
Budget package that returns funding for policies identified in, or.associated with,
actions in the Government’s 100 Day Plan

2 note that Treasury has signalled at least two Vote Transport initiatives are likely to
be included in the Mini Budget: returning funding frem-the Clean Car Discount and
either funding associated with Let’'s Get Wellingten'Moving.in GPS 2024 or funding
for the entirety of the Strategic Investment Programme in GPS 2024

3 note that you also have options to suggest returiing funding associated with other
actions in the 100 Day Plan, such as\ reversingyecent changes to Community
Connect and immediately returning funding-frem 2024/25 (approximately $265
million), returning CERF funding allocated\to GPS 2024 ($500 million), and / or
returning funding for Auckland ‘Light Rail/strategic land acquisition ($98 million)

4 note that any reprioritisation*oppartunities that are not included in the Mini Budget
can still be used throughyBudget 2024 to offset funding for your investment
priorities / address CritiCal cast-pressures

5 note that the’Ministry of Transport will provide you with further information on the
implications)of,the Mini‘Budget on both the baseline savings proposal and Budget

2024.
~\
@u Mu{’
David"Wood Hon Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /
08/12/2023
Minister’s office to complete: O Approved U] Declined
I Seen by Minister L1 Not seen by Minister

[J Overtaken by events
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Comments

Contacts

Telephone First contact
David Wood, DCE, Investment & Monitoring

Tim Herbert, Manager, Investment

Jess Edlin, Principal Adviser, Investment
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ANNEX 1: SIGNIFICANT REPRIORITISATION OPPORTUNITIES FOR
CONSIDERATION BY CABINET AS PART OF THE MINI BUDGET

Summary of significant reprioritisation opportunities

Reprioritisation option OPEX CAPEX TOTAL
savings savings

Returning funding for the Clean Car Discount scheme 50.000 - 50.000
Reversing Crown funding allocated to Let's Get Wellington Moving 525.000 355.000 880,000
OR OR
Reversing Crown funding for GPS 2024 (option 1 — Crown grant funding) 841.000 1,544.000 2,385.000
Reversing Crown funding for GPS 2024 (option 2 — CERF funding) 500.000 - 500.000
Reversing Budget 2023 changes to Community Connect 265.212 P 265.212
Stopping Auckland Light Rail - 98.000 98.000

Detailed advice on implementation considerations and risks.associated with returning

funding for identified initiatives

Returning funding for the Clean Car Discount scheme

Description

On 4 December 2023, Gabinet agreed®o.end-the Clean Car Discount scheme, including both

rebates and chargesy from 11.59pn1 om3hDecember 2023.

Implementation considerations

e You will seek’Cabinet's/approval to introduce and pass a Bill, under urgency, to end the

Clean.Car Discounisby, 31 December 2023.

Risks

o~ Implementation risk: Motor vehicle traders will be required to update labels on all vehicles
for sale, whichwill lead to significant demand on the label generator database. There is a
risk thatr-if.there are issues with the label generator over this period, motor vehicle traders
may not be able to comply with the new requirements. The Energy Efficiency and
Conservation Authority (EECA), who provide the label generator, will work to prevent any

technical issues from occurring over this period.

¢ *Compliance risk: There is also a risk of trader non-compliance, given the speed at which
they will need to update the labels on vehicles and information for vehicles for sale online.
To mitigate this risk, officials will undertake proactive communications to vehicle traders
notifying them of the label changes and encouraging compliance with the updated

regulations.

e  Emissions reduction risk: The discontinuation of the Clean Car Discount scheme is
expected to result in a total cumulative increase in emissions of approximately 1,100 to
2,200 Kt CO2-e by 2050. However, based on current modelling, removal of the Clean Car
Discount scheme is not expected to affect achievement of the transport sector’s
contribution to the first emissions budget. The development of the second emissions
reduction plan will be an opportunity for Ministers and Cabinet to make decisions on the
cross-sector policy mix to achieve the second emissions budget and to consider the impact

of other policies such as increased roll out of an EV charging network.

Operating savings

2023/24

2024/25

2025/26

2026/27

2027/28 &
outyears

TOTAL

Discount

Removing the Clean Car

$50 million

$50 million

Please note that the $50 million returned to the centre on 4 December 2023 is only an initial contribution. $120.3 million remained in
Crown appropriations for the Clean Car Discount as at 31 October 2023, so up to $70 million may be able to be returned to the centre
through Budget 2024 once the scheme has wound up completely.
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Reversing Crown funding allocated to Let's Get Wellington Moving

Description

You have committed to withdrawing central government from Let’s Get Wellington Moving (LGWM).
As part of this withdrawal, specific projects associated with the programme could be stopped or re-
scoped.

LGWM is a partnership between NZTA, Greater Wellington Regional Council (GWRC) and
Wellington City Council (WCC). The approximate funding split across the programme is 60:40
between NZTA (to be funded from the NLTF) and GWRC/WCC, confirmed in a ‘Relationship and
Funding Agreement’. Decisions about central government's participation rest with the NZTA Board,
but given developments since LGWM was initiated Crown funding is likely to be critical to delivering
its State Highway and Mass Rapid Transit components. We recently provided separate advice
(0C230960 refers) about disestablishing LGWM by mutual agreement among NZTA, GWRC and
WCC.

Implementation considerations

o While the NZTA Board has ultimate decision making rights over how it wishes to allocate
the NLTF, the Crown can influence these decisions with the level of funding that is-provided
to NZTA to implement GPS 2024.

o At present the State Highway and Mass Rapid Transit components of LGWM'over the
2024-2027 period have an $880 million allocation within the GPS 2024 ‘Stratégic
Investment Programme’. The Crown can reverse the in“principle decision that funds the
Strategic Investment Programme - this would be straightforward toimplement.

e  Funding for local LGWM projects has not been ifcluded in the below table. Many of these
projects, such as the Golden Mile and Thorndon Quay / HuthRoad, have already had
funding approved by the NZTA Board and-WGC,

Risks

e Any funding returned to the centre wollldnéed to be eonsidered with respect to manifesto
commitments to deliver the second Mount Victoria Funnel.

e The Wellington region is growing, apd that growth is likely to lead to further expectations
about central governmentfupding‘for the region’s transport needs (particularly in the

absence of LGWM).

Operating savings 2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears

Withdrawing support for

LGWM 130.000 165.000 230.000 - 525.000

Capital savings 2023124 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears

Withdrawing support for

LGWM 86.000 102.000 167.000 - 355.000

Please note that given LGWMsis not a Crown-led programme of works, the funding that could be returned is not funding specifically
allocated to LGWM. Rather,'it is a sibset of the previous government’s funding to enable the Strategic Investment Programme through
GPS 2024, and this optien would reduce the Crown grant that the previous government agreed in-principle to provide.

Reversing Crowp‘funding for GPS 2024

Description

As you are intending to issue a new draft of GPS 2024, with different investment priorities and a
different funding mix, you could choose to return elements of the previous government’'s GPS
funding package (which included a $2.4 billion Crown grant and $500 million of CERF funding) now,
and prepare your new GPS funding package from a clean slate.

Implementation considerations

o  The Crown can reverse the in-principle decisions that funded GPS 2024 - this would be
straightforward to implement (i.e. a Cabinet paper).

e The Ministry will then provide you with advice on the quantum of funding, and relevant
potential funding sources, to progress the investment priorities and flagship projects in your
revised GPS 2024 draft.

Risks

N/A

Operating savings

2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears
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Returning operating grant $ 841.000
for GPS 2024 191.000 265.000 385.000 - million
Returning CERF funding for -
GPS 2024 166.700 166.700 166.700 - $500 million
Capital savings 2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears

Returning capital grant for $1,544.000
GPS 2024 271.000 399.000 874.000 - million

Reversing Budget 2023 changes to Community Connect

Description

A decision could be taken to reverse recent Budget 2023 changes to Community Connect,amely
removing free public transport for 5-12 year olds and half price public transport for 13-24‘year olds.
This was a reprioritisation option signalled in the National Party Fiscal,Plan.

Implementation considerations

Policy decisions would be required to end or change th€“subsidy levels (ingluding
consultation with NZTA and local government).

Subsidies could be removed relatively quickly, though we notegfrom recent changes to
Community Connect that there is complexity,in adjusting IT systems. Public transport fare
changes can be very confusing for the publicyand’local gévernment would need to increase
their communications and customer suppeft during the,fransition.

The funding agreement between the Ministry of Transport and NZTA, and the agreements
between NZTA and Public Transport Authorities, €ommit to a minimum of 3 months' notice
before ending Community Cennectstbsidies. Therefore if this option is taken, we would
recommend that Cabinet agreesto’returndunding from 2024/25 onwards immediately, but
retain funding in 2023/24 t6.enSure an appropriate buffer for wind up costs, and return any
residual funding throughBudget 2024.

Risks

s 9(2)(9)(0)

N

Although emissions_impacts are not an explicit intended outcome of public transport
subsidies, further-analysis may be useful to understand the extent to which these subsidies
materially\affect'uptake of public transport - as this could have implications for Emissions
Reduttion Plan sub target 1 for Transport: reducing total km travelled by the light feet by
20% by, 2035 through improved urban form and providing better travel options, particularly
in o largest cities.

Estimated operating,savings 2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears

Free public transport for 5-

12 year olds and half price 65.303 65.303 67.303 67.303 265.212

for 13-24 year olds

Stopping, Auckland Light Rail

Description On 18 December 2023, Cabinet will be asked to agree to immediately cease work on ALR, and

disestablish ALR Limited (ALR Ltd).

Implementation considerations

There is currently $98 million capital funding and $33.6 million operating funding that
remains unspent and could be returned to the centre; however, there are wrap up costs
associated with ending ALR. We propose returning the $98 million of capital funding now,
noting that the true level of operating funding that can be returned to the centre will be
determined once wrap-up is complete. Factors that will influence the quantum of funding
remaining include the speed at which disestablishment progresses, and the nature of
termination clauses in the contracts held by ALR Ltd.

Shareholding Ministers are seeking Cabinet’s authorisation to implement this decision.
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Risks .

e ltis critical that the IP from the project is returned to the Ministry of Transport so it can
inform future mass rapid transit work.

Capital savings 2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears

Returning remaining funding

for strategic land acquisition $98 milion ) - - - $98 million
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8 December 2023 0C231040
Hon Simeon Brown

Minister of Transport
VOTE TRANSPORT FISCAL CLIFFS AND COST PRESSURES

Purpose

This aide memoire responds to your request for information on Vote Transpott fiscal cliffs
and cost pressures.

Key points

o The following attachment provides information{on fivefiscal cliffs for Vote Transport
(defined as situations where the Crown has‘cemmitted, to fund an initiative in full, but
only partial funding has been approvedithus far) and-nine further cost pressures that
have or may eventuate.

. Please note that some of the initiatives.identified have been signalled for inclusion in
Budget 2024, but not all wilkreéguire immediate attention. The Ministry of Transport will
provide you with further,advice on Budget 2024 before Christmas, including options
available to mitigate or manageiseal cliffs and cost pressures through:

o scaling, deferring, phasing, or stopping initiatives
o use offalternative funding sources.
o Two items’in'the summary of fiscal cliffs and cost pressures relate to investment in

rail. Given'the ¢omplexity and magnitude of investment signalled for rail, we will also
provide youwithvadvice before Christmas on rail cost pressures and priorities.

Contacts

Name N Telephone First contact

Tim_Herbert, Manager, Investment s 9(2)(&) v

Jess Edlin, Principal Adviser, Investment

Abby McRoberts, Adviser, Investment

Attachments

Fiscal cliffs and cost pressures on committed projects in Vote Transport
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Fiscal cliffs and cost pressures on committed projects in Vote Transport

Part 1: Fiscal cliffs

We have defined a “fiscal cliff’ as a situation where either the government:

e has committed to fund an initiative or programme in full, but only partial funding has been approved
e has provided time-limited funding to address an ongoing cost pressure, and additional Crown funding-is expected'to be sought to address this.

Initiative

Approved funding (Sm) Further funding required (Sm)

Qperating
or Capital

23/24

24/25

25/26

26/27

27/28 &
Outyears

Rail Network Investment Programme (RNIP)

The Rail Network Investment Programme (RNIP) 2021 sets out a three-year investment
programme and a ten-year investment forecast for planned network maintenance,/management,
renewal, and improvement works on the national rail network. The RNIP is delivered\by KiwiRail
and funded predominantly by the Crown and the National Land Transport Fund“(NLTF). The(2021
RNIP focusses on funding the freight network, with most metropolitan railimprevements and
renewals having been funded through several bespoke arrangements (seelatér entry’on
metropolitan rail networks).

The previous government approved funding for the Crown share of the first-five years of the RNIP
(21/22 — 25/26) but funding for the remaining five years (26/27.onwards)has not been approved.

s 9Q2)(R)(iv) \ N\
O A

Operating

529.970

443.940

338.300

s 9(2)(f(iv)

North Island Weather Events — state highway and local road response, recovery and resilience

The North Island Weather Events (Cyclone Gabrielle andsthesAuckland Anniversary Floods) caused
significant damage to the state highway (SH) and logal road (LR) networks in affected areas.
Further works are required to return the networkto a\functional state and build in additional
resilience (should Ministers support this).

The previous government approved time;limited funding for SH and LR response and recovery
works and some minor resilience impreyements, noting that additional funding would be
required. Time-limited funding was approved as costs remained uncertain and claims from local

Operating

453.600

42.000

Capital

278.000

135.000

Operating

s 9()(M(v)
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Initiative

councils were yet to be received. NZTA has now undertaken further work on strategic rebuild
options and received additional information on likely local council requests that have informed
current estimates of the further funding required. Note: You have been provided further advice
on cyclone recovery (0C230822 refers).

Approved funding (Sm) Further funding required (Sm)

Operating
or Capital

23/24

24/25

25/26

26/27

27/28 &
Outyears

Capital

s 9(2)(M(v)

N

I ,\5$

Civil Aviation Authority (CAA) liquidity facility

CAA is currently reliant on a level of Crown funding (the ‘liquidity facility’) to maintain its core
functions, as levy revenue is insufficient to meet its necessary costs. The need for Crown funding
emerged when COVID-19 restrictions reduced passenger numbers significantly and led to adrep
in associated levy revenue.

The CAA is completing a funding review, s 9(2)(f)(iv)

NAYV
« 8 A
N
The previous government provided one year of liquidity facility funding to CAA
at a time (i.e. Budget 2023 approved funding for 23/24). Therefore, additional Crowinfunding is
required through Budget 2024 to maintain CAA§ 9(2)(H(iv) R

s 9()(M(iv)

Note:

e The $91.777 million represents a full year of supportforCAA, but'the amount of Crown
funding required may reduce if a) the funding reviewyis implemented before 1 July 2025,
and / or b) liquidity facility funding from Budget,2023 is ot fully utilised and can be
transferred to 2024/25 to offset costs.

e Maritime New Zealand (MNZ) has also relied on Crown funding to maintain its core
functions since COVID-19 emerged. MNZ is completing a funding review with a new
funding model expected to come into effeetion™l July 2024. If this process is delayed,
additional Crown funding may be requiréd-to maintain MNZ until the new funding model
comes into effect.

Operating

72.053

Operating

91.777

Civil Aviation Authority Health and Safety at'Work Act (HSWA) delegations

In Budget 2023, the previous government agreed to increase CAA’s allocation from the Working
Safer Levy to support it to fulfil its increased HSWA delegations. However, funding was only

Working
Safer Levy

4.000

1.200

1.200

1.200

1.200
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Approved funding (Sm) Further funding required (Sm)

Initiative
Operating 27/28 &
or Capital 23/24 24/25 25/26 26/27 Outyears
sought for one year (23/24) to align with liquidity facility funding that was also approved through
Budget 2023. CAA will seek additional funding through Budget 2024 from the Working Safer Levy
to fund this uplifts 9(2)(H (V) MBIE, who manages the Levy, is aware of this uplift and
has made provision for the funding request.
Note: Funding approved from the Working Safer Levy (comprised of revenue collected from s 9(2)(D(iv)
businesses) does not impact operating or capital allowances and is therefore fiscally neutral to Workihg
the Crown. Safer Levy 2.800
Implementing GPS 2024 Operating 191.000 | 265.000 | 385.000 -
We are in the process of re-drafting GPS 2024 to align with your priorities, which requires
forecasting the cost of delivering the Transport for the Future programme. While the-thtee-year Capital 271.000 | 399.000 | 874.000 -
cost of the programme aligns with funding agreed in principle by the previous goverament for SO
their Significant Investment Programme (SIP), funding beyond 2026/27 to compléte the
construction of initiatives included in GPS 2024 was never agreed. As such funding beyond Operating
2026/27 for your Transport for the Future programme is also unresolved\at/presentéand is & Capital
considered a fiscal cliff. . p
(division

unclear)




Part 2:

We have
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Cost pressures

defined a ‘cost pressure’ as a situation where either:

e the government has approved funding for an initiative at its original cost envelope, but the total cost to deliver the initiativelorservice has since increased due to
external factors

e an entity outside of central government that delivers services the Crown has an interest in has identified cost pressuresand seeks Crown support to address them.

Initiative

Appreved funding (Sm) Further funding required (Sm)

Operating
or Capital

23/24

24/25

25/26

26/27

27/28 &
Outyears

include:

Metropolitan rail networks (Auckland and Wellington)

A substantial programme of work is required to renew ageing assets on the Auckland
and Wellington metropolitan rail networks to deliver reliable and resilient passenger
rail services, and to fund the ongoing maintenance of these assets. These works

Completion of existing renewals work programmes -5 92)(H(v) &

Auckland’s Rail Network Rebuild (RNR) & 9(2)(®)(iv) ~\VY

have experienced cost escalations and cannet
be completed within the current funding allocated. Urgency is being placed
on securing funding to complete the Auckland programme-to support Day
One operation of the City Rail Link.

Backlog of deferred renewals - approximately $1.billionover the next ten
years

Since the RNRs9(2)()(V)  work programmes‘werelcommissioned and the
2021 RNIP was agreed, KiwiRail’s asset management maturity has notably
improved and they now have a detailed understanding of asset conditions
and the work required to improve and maintain the rail network at a resilient
and reliable level. KiwiRail estimates the cost of getting both the Auckland
and Wellington networks up to the expected level of service is approximately
$1 billion over the next ten years:

Local share shortfall -5 9@2)(f)(iy) ¥ over the next three years
Auckland Transport (AT) and Greater Wellington Regional Council (GWRC)

Operating

206:000

103.000

3.000

Operating

s 9(2)(P(iv)
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Approved funding (Sm) Further funding required (Sm)

Initiative -
Operating 27/28 &
o Bl 23/24 24/25 25/26 26/27 BuieEr

are required to fund their share of metro network maintenance and
renewals, which are detailed in the Network Management Plans developed
by KiwiRail. However, since 2022/23, both councils have signalled that they
are unable to afford their share as costs have escalated beyond what AT and
GWRC consider to be affordable. KiwiRail are seeking Crown support to
bridge the funding gap for the councils, noting that costs will continue to
increase in future as more rail assets are added to the metro network,
requiring ongoing maintenance.

Additional funding from Budget allowances and/or the National Land Transport Fund
(NLTF), alongside further negotiations with Auckland Transport and Greater
Wellington Regional Council on reasonable contributions, may be required to
complete these works.

New Zealand Upgrade Programme (NZUP) 548.000 (no
Capital 1,492.000 1,734.000 | 1,244.000 778.000 outyears)

NZUP includes several roading and rail projects for which NZTA and KiwiRail are

delivery agencies. Current Crown investment in NZUP transport projects-is $8.928 s 9(2)(f)(iv)
billion. Cost pressures have been identified on several NZUP projects,and thewcutrent
programme cannot be delivered within the existing funding allocatien.

Completing the programme as currently scoped will require-an/estimated s 9(2)()
additional Crown investment. W) Capital

[COMMERCIAL-SENSITIVE] 142.121 145.335 12.544

Project iReX (Interisland Resilient Connection) Capital 116.299 (T0) (T0) (T0)

This is a KiwiRail project to replace the existing Interlslander fleet with two large
ferries and undertake associated landside redevelopment. The previous government
approved total Crown funding of $735 million«(including $300 million in tagged
contingency (TC)) for iReX. In September 2023, the previous government agreed in-
principle to provide an additional $750,million for iReX, however this was not

formally approved or included in the Crown’s fiscal forecast. Capital 1,476.000
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Initiative

In November 2023, KiwiRail advised that further cost escalation and increase in
required contingency has occurred, increasing total project costs to an estimated
$2.954 billion. To meet total project costs the government would need to formally
approve the $750 million (agreed in-principle by the previous government) and an
additional $726 million (to meet the now $1.476 billion funding shortfall).

On Monday 11 December, Cabinet will consider to either proceed with iReX
(increasing the iReX tagged contingency) or stop work (providing no further Crown
funding. If work is stopped, the KiwiRail Board will likely seek to resolve its obligations
under iReX including cancelling the ferry contracts.

Approved funding (Sm) Further funding required (Sm)

Operating
or Capital

23/24

24/25

25/26

26/27

27/28 &
Outyears

Ground-Based Navigation Aids (GBNAs) for aviation safety

In Budget 2022, the previous government approved funding for Airways NZ to delivef
five ground-based navigation aids (GBNAs) that are used to safely recover aircraft as
an emergency alternative to GPS navigation across mainland New Zealand, The full
suite of GBNAs are required to achieve the minimum operating network
requirements, and ensure the resilience needs identified in the Cabinét-approved
2014 National Airspace and Air Navigation Plan (NAANP) are met.

The funding approved in Budget 2022 is no longer sufficient to fund all five GBNAs
due to significant increases in manufacturing costs and civilwarks.

Operating

0.400

0.400

0.400

0.400

0.400

Capital

10.000

Operating

Capital

4.900

2.700

0.100

s 9(2)((v)




BUDGET-SENSITIVE

Initiative

CAA has indicated that the funding in tagged contingency will no longer be sufficient
to implement the package. Work is underway to determine the additional funding
required.

Approved funding (Sm) Further funding required (Sm)

Operating
or Capital

23/24 24/25 25/26 26/27

27/28 &
Outyears

Auckland Transport Alignment Project (ATAP)

The GPS 2021 was developed with the expectation that the ATAP, along with the
previous government’s other priorities, could be funded from the NLTF to the value of
$16.3 billion over 10 years. Cost pressures and increases to the scope of the
programme mean that ATAP projects can no longer be delivered within the original
funding contributions expected from the NLTF and Auckland Council. The $6 billion
approximate capital funding shortfall relates to the draft 2024 programme (the
Auckland Integrated Transport Plan). This plan is a 30+ year plan, however costs
shown relate to the next ten year phase only. It includes business case funding
requirements but not implementation estimates, for example Waitemata Second
Harbour Crossing business case costs are included, but not the funding canstructions
s 9(2)(f)(iv) "4 AS

s 9(2)(i) Ov &\(_.

Operating

Capital

ATAP projects,to date have been funded by a mix of NLTF, Crown and

local share funding

Operatipg

TBC

Capital

6,000.000

Operating

s 9(2)()

Operating

s 9(2)(i)
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Initiative

s 9(2)(i)

Approved funding (Sm) Further funding required (Sm)

Operating
or Capital

23/24

24/25

25/26

26/27

27/28 &
Outyears

Fuel Excise Duty reduction policy wash-up

NZTA are seeking funding to address an NLTF revenue shortfall issue associated with
the conclusion of the FED 25 cents per litre reduction policy. Cabinet had agreed to
top up the NLTF to account for the anticipated shortfall in revenue as a result of the
FED reduction policy, however Customs’ revenue recognition policy resulted in-kED
revenue earned at the discounted rate being recognised in the 2023/24 period. Given
the multi-year appropriation that held funding for the policy had concluded on 30
June 2023 and all funding returned to the centre, there was no funding-available'from
1 July 2023 to reimburse NZTA for the lost revenue.

Operating

Operating

32.000

Coastguard NZ and Surf Life Saving NZ critical cost pressures

In Budget 2020, Coastguard NZ and Surf Life Saving NZ received fundingto ensure
that maintenance of critical frontline prevention and.fescue servieés to reduce New
Zealand’s drowning toll. However, increasing volumey/price and wage pressures have
meant that both organisations are now forecasting ongoing deficits and have limited
options to absorb these pressures without a reduction/in frontline services, ultimately
risking the potential loss of life.

Operating

15.145

15.145

15.145

15.145

15.145

Operating

13.671

15.112

16.606

18.255
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15 December 2023 0C231056
Hon Simeon Brown Action required by:
Minister of Transport Monday, 18 December 2023

RETURNING AND REALLOCATING TRANSPORT CHOICES
FUNDING

Purpose

To confirm the process for dealing with $124.1 million of uncommitted funding, from the
Transport Choices programme including returning $83.4 million effundingto the Crown and
options for reallocating the remaining $40.7 million to localToad’maintenance activities.

Key points

o NZ Transport Agency Waka Kotahi (NZTAY) provided you advice on the Transport
Choices programme and options for returningynon-committed funding to the Crown
[BRI-2921 refers]. NZTA advised that $124- 1 million of uncommitted funding could be
returned without impacting inflight/projects,.but proposed $40.7 million of this be
retained for additional recommended ptojects.

Reallocating $40.7 million te-local road maintenance activities

o You have asked.if\$40.7 million from Transport Choices could instead be reallocated
to local authaorities to invest in local road maintenance activities. To do this, the
funding wouldfirst need to be removed from the Transport Choices appropriation (as
the scope’of this appropriation specifies the funding can only be used for walking,
cycling and public transport projects), and then appropriated into a new or existing
appropriation.with a scope that allows for expenditure on local road maintenance.

. The simplest way to reallocate this funding would be to seek Cabinet’s approval to
removethe $40.7 million from the Transport Choices appropriation and reallocate this
tQ 'GPS 2024 and the National Land Transport Fund (NLTF). This could be done
through the Draft GPS 2024 Cabinet paper, expected to be considered in February
2024, where you will seek Cabinet’s agreement to the new GPS 2024 funding
package (of which the $40.7 million reprioritisation would be one component).

. The allocation of this funding to local road maintenance activities can be
operationalised by increasing the lower and upper bands of the local road
maintenance activity class by $40.7 million (either in one financial year or spread
across three). By increasing the lower band, $40.7 million more can be spent on local
road maintenance than otherwise might have if this funding was not provided.

BUDGET SENSITIVE
Page 1 of 3



BUDGET SENSITIVE

o An alternative option is to reallocate the $40.7 million outside of the NLTF (and by
proxy, GPS 2024). We consider this an inferior option as it would require NZTA to
stand up a bespoke process to consider and monitor projects, for what is a relatively
small amount of funding in the context of the NLTF. Allocating the $40.7 million to the
NLTF enables NZTA to use its existing National Land Transport Programme (NLTP)
processes to prioritise and allocate the funding to local authorities in the normal
manner.

Returning the remaining $83.4 million to the Crown

o We recommend you return the remaining $83.4 million of uncommitted Transport
Choices funding to the Crown through the Budget 2024 process, rather than in the
Draft GPS 2024 Cabinet paper.

o Returning the $83.4 million in Budget 2024 will enable you to present this.asa
reprioritisation opportunity to offset funding for specific transport'cost pressures and /
or new spending initiatives that constitute your Vote Transport Budget 2024 package.
Returning the $83.4 million in the Draft GPS 2024 Cabinet'paper eould mean the
saving is ‘lost’ as it is separated from Cabinet’s decision to"approve Budget 2024
initiatives for transport.

Next steps

° If you confirm you are comfortable with this approaeh, we will incorporate this into
future GPS 2024 and Budget 2024 adyice.

. Treasury has confirmed they are comfortableswith this approach.

Recommendations

We recommend you:

1 confirm you/are comfortable with the proposed approach for reallocating and
returning dncommitteéd, Transport Choices funding (reallocating $40.7 million to
local road maintenanee activities through GPS 2024 and returning $83.4 million in
Budget 2024).

Yes / No
David*Wood Hon Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /
15/12 /2023
Minister’s office to complete: O Approved [J Declined
[0 Seen by Minister [0 Not seen by Minister

[0 Overtaken by events
BUDGET SENSITIVE
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Comments

Contacts
Name

David Wood, DCE, Investment & Monitoring

Telephone First contact

Tim Herbert, Manager, Investment

Abby McRoberts, Adviser, Investment

BUDGET SENSITIVE
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MINISTRY OF TRANSPORT

21 December 2023 0C231061
Hon Simeon Brown Action required by:
Minister of Transport Monday, 15 January 2024

BUDGET 2024: DEVELOPMENT OF A VOTE TRANSPORT BUDGET:
PACKAGE AND BASELINE SAVINGS PROPOSAL

Purpose

This briefing provides you with an overview of Budget 2024 expeetations.and\process,
including advice on the development of a permanent baseling savings proposal, and
development of your Vote Transport Budget package. WesSeek’your diréction on the
initiatives that you would like to progress through Budget2024.

Key points

Our understanding is that there arelthree core outputs required for Budget 2024: a
baseline savings proposal, a package of Mate Transport Budget initiatives, and
reprioritisation opportunities (to offSet the\cast of any cost pressures / new spending
initiatives included in your_Budget package).

Baseline savings proposal

The Ministry ofLransport’ (the Ministry) expects you will receive a revised savings
target from the Minister of Finance in the coming days. Ahead of receiving a revised
baseline savings target, the Ministry has worked with transport agencies to identify
the consequences associated with reducing baseline funding.

We believerthere is <$9 million per annum available that could be returned without
impacting,the delivery of core services. Difficult policy choices to scale or stop specific
transport,initiative/s will likely be required to make up any remaining savings required.
The\alternative option is to seek permission from the Minister of Finance to have
recent reprioritisation decisions from the Mini Budget recognised as part of your
baseline savings proposal (i.e. banking the savings that were achieved from ending
the half price public transport fares for under 25 year olds and free fares for under 13
year olds policy).

Vote Transport Budget 2024 initiatives

We understand that the Minister of Finance is considering inviting two transport cost
pressures for consideration in Budget 2024: Civil Aviation Authority (CAA) liquidity
facility (for CAA to maintain viability as a going concern until their funding review is
implemented) and North Island Weather Events: Local Road recovery funding.

BUDGET SENSITIVE
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o Transport agencies have identified several additional cost pressures and fiscal cliffs
that you could choose to include in your Budget 2024 package. Information on each
initiative, including alternative funding options and risks associated with funding not
being provided, are outlined in this briefing. We seek an indication of which initiatives
you would like transport agencies to progress or not.

Reprioritisation opportunities

o We expect any Budget 2024 initiatives you propose (beyond those invited by the
Minister of Finance) will need to be accompanied by savings initiatives. Alternatively,
reprioritisation opportunities can be used to fulfil the baseline savings target.

o The Ministry has identified seven existing initiatives which if scaled or stopped could
provide up to s 2@)M(v) We seekan
indication of which savings initiatives you would like to pursue further and.the-Ministry
to provide you further advice on.

Recommendations

We recommend you:

1 note that officials will meet with you in mid‘January 2024.to discuss your
investment priorities and agree the initiatives/and reprioritisation opportunities that
you would like to see developed for Budget 2024+

David Wood Hon Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /
21/12/2023
Minister’s office'to complete: O Approved O Declined
0 Seen by Minister [0 Not seen by Minister

[0 Overtaken by events

Comments
Contacts

Name ‘Telephone ' First contact
David Wood, DCE, Investment & Monitoring s9(2)(@)

Tim Herbert, Manager, Investment 4
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BUDGET 2024: DEVELOPMENT OF A VOTE TRANSPORT BUDGET
PACKAGE AND BASELINE SAVINGS PROPOSAL

Context

1

The Budget process is your opportunity to seek and / or reprioritise Crown funding to
deliver your strategic objectives and priorities with respect to transport.

On 11 December 2023, Cabinet agreed to return funding for initiatives identified in the
100 Day Plan as part of a Mini Budget. For Vote Transport, this involved returning /
reversing $1,340 million OPEX and $355 million CAPEX of previous funding
decisions! [CAB-23-MIN-0490 refers].

At the same meeting, Cabinet agreed the Budget 2024 strategy(which outlines'the
parameters for the full Budget process. The Ministry does notshave visibility of what
has been agreed as we are yet to receive the formal Budget'guidance from Treasury,
but we understand there are likely to be three outputs réguired forBudget 2024 that
we will support you to submit to the Minister of Finante?

3.1 Abaseline savings proposal that permanéntly reduees Crown expenditure by
a specified amount.

3.2 A Budget package for Vote Transport consisting of initiatives invited for
submission by the Minister of Finance and, any additional bids that you would
like to submit for consideration (as long/as they are funded through
reprioritisation within baselines).

3.3 Reprioritisation opportunities~{o offset the cost of Budget bids that have not
been explicitly invited intothe,Budget process, but that you wish to submit for
consideration/

Treasury has advised that pertfolio Ministers will receive a letter from the Minister of
Finance in the week beginning 18 December 2024, outlining:

4.1 anew baseline savings target for each Vote
4.2 costqressures that you have been invited to submit in your Budget package

4.3 _timeframes for the submission and consideration of Budget initiatives and your
baseline savings proposal.

o give context to the letter you receive from the Minister of Finance, this briefing
provides you with an update on the work the Ministry has undertaken to date on the
outputs described in paragraph 3, and provides options for the development of a Vote
Transport budget package.

1 Cabinet agreed as part of the Mini Budget to return $50m OPEX for the Clean Car Discount, $525m
OPEX and $355m CAPEX for Let's Get Wellington Moving, $500m OPEX funding from the National
Land Transport Fund, and $265m OPEX to end free public transport for 5-12 year olds and half price
public transport for 13-24 year olds.

BUDGET SENSITIVE
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We will meet with you in mid January 2024 to seek your direction on the Budget bids
that you would like to progress for development, and the reprioritisation opportunities
that you would like to explore further.

Baseline savings proposal

7

10

11

12

The Government has set clear expectations that Crown expenditure must reduce
from 2024/25 to put downward pressure on inflation, and support a return to surplus.

Treasury has issued initial guidance on the parameters for the baseline savings
exercise. Savings must be permanent, and the first port of call must be consultancy
and contractor spend. Savings should primarily come from operating expenditure, and
should not create cost pressures, or impact the delivery of frontline services, legal
requirements, or government priorities.

The focus on operating expenditure presents a challenge for the transpart sector as
our operating funding represents a smaller percentage of odrVote (57%),compared
with other Votes such as Business, Science and Innovation (83%).and Education
(89%). Therefore, there are proportionately fewer areas where savings could come
from. Also, a significant portion of our operating expenses are driven by our capital
expenditure. Reducing operating expenditure may,jeopardise’the delivery of projects
funded through capital expenditure.

The previous government had instructed, Yoie Transport to reduce expenditure by 2%
($15.23 million) based on an eligible haseline af $761 million. We understand that the
Minister of Finance will seek to increase the’savings target by, on average, an
additional 6.5% and potentially.amend the eligible baseline expenditure to better align
with the Government’s fiscal@oeals.

We welcome reconsidefation of the eligible baseline expenditure for two reasons:

11.1 the $761 million_baseline(dncludes a significant proportion of time limited funding
(57%) whieh¢oes noticount towards the savings proposal, and therefore places
a greater.burden on the remaining eligible ongoing appropriations to meet the
sayings target

11.2 the $761 million baseline appears to include $42 million of funding that meets
Treagury’s exclusion criteria. For instance, it appears to include funding from
solrces that cannot be used to provide savings to the Crown (i.e. from Section
9.of the Land Transport Management Act (2003) and the Health and Safety at
\Work Levy), and appropriations that are offset against the National Land
Transport Fund (NLTF) Permanent Legislative Authority (PLA)?. Treasury has
excluded PLAs from the baseline savings proposal.

In anticipation of potential changes to the parameters for the baseline savings
exercise, the Ministry has worked with agencies to gather information on the
consequences of reducing eligible appropriations by up to 10%. We are developing
three savings scenarios to ensure you have flexibility to determine the savings
proposal that best meets your objectives for transport.

2 This includes $21 million for RUC refunds and bad debt provisions for Waka Kotahi NZ New
Transport Agency (NZTA).

BUDGET SENSITIVE
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13 Early insights from the modelling of our three scenarios are summarised as follows
(please note that these scenarios all assume a baseline savings target of 10%, or
$76.1 million per annum):

Scenario scope Insights from early modelling

Scenario 1: Strict application of Treasury In this scenario, there are only 10 appropriations that are in-

guidance scope which primarily include agency head office funding.
Reaching a 10% savings target ($76.1 million per annum)

This scenario only uses ongoing OPEX, to would require an 80-100% reduction in funding for all 10

demonstrate the consequences of applying the | appropriations.
current Treasury guidance to Vote Transport’s
baseline. This illustrates the need to include CAPEX and time-limited
funding in our savings proposal to avoid a significant
reduction in the size and capabilities (or critical failure) of the
Ministry and transport agencies.

Scenario 2: Proportional implementation of the | There are 35 appropriations in scope of this scenarioy We

savings target across agencies would expect smaller agencies with.Crown funding¥(i.e. the
Ministry, CAA, Maritime New Zéaland (MNZ) and the

This scenario considers the impact on each Transport Accident Investigation,Gommission)yto have

agency if we proportionally distribute the insufficient funding to deliger core fungtionsy as this scenario

savings target based on the funding in scope requires reductions of 20,40% for pelicy and administration
for each agency. Both OPEX and CAPEX are appropriations.

included, as well as ongoing and time-limited
funding. Policy decisions would be required for agencies with
significant Crown project fufding (i.e. NZTA and KiwiRail) to
meet their,_portioh of the,savings target. Given the multitude
of projeCts upderway, thefe is greater discretion for Ministers
to cheose How the target would be met without impacting the
delivery=of coré\functions from each agency.

Scenario 3: Prioritisation by criticality Scenarig. 3\alstincludes 35 appropriations and is the
assessment across the vote preferréd sgenario to pursue.

This scenario uses a prioritisation framewgrk Based on the information we have from agencies on areas
to determine the distribution of savings where funding could be returned and application of our
amongst appropriations that causes'the least <{=prioritisation framework, we believe there will likely be <$9
impact to the Vote. Both OPEX @nd,CAPEX million per annum of funding that could be returned while
are included, as well as ongeing‘and time= still maintaining delivery of core functions.

limited funding.

The remaining ~$67 million p/a required to meet the target
would need to be met through policy decisions to scale or
stop specific projects and return the associated funding.

14 The Ministry-wilkprovide you with fulsome advice on the baseline savings proposal in
January ,2024 06nce our new target has been released and Treasury has updated their
guidance. However, we note there may be opportunity to utilise recent reprioritisation
decisions to support you in achieving your target without significantly impacting
delivery of priorities or core functions.

Savings from public transport subsidies could be included in the Vote Transport baseline
savings proposal

15 As mentioned in paragraph 2, the Government agreed to return $1,695 million from
Vote Transport through the Mini Budget process. A further $98 million CAPEX has
been returned for Auckland Light Rail at the 18 December 2023 Cabinet meeting.
These recent choices, and funding associated with each choice, are outlined in the
table below.

BUDGET SENSITIVE
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Initiative 23/24 24/25 25/26 26/27 27/28 & TOTAL over
outyears | four years ($m)

Stopping the Clean Car Discount 50 - - - - 50 OPEX

Exiting the Crown’s contributions to 130 165 230 B 525 OPEX

Let's Get Wellington Moving 86 102 167 R 355 CAPEX

Ending free Public Transport for 5- - 65 65 67 67 265 OPEX

12 year olds and half price Public

Transport for 13- 24 year olds

Return funding — National Land - 166 167 167 - 500 OPEX

Transport Fund

Return funding — Auckland Light 98 - - - - 98 CARPEX

Rail Strategic land acquisition

16

17

18

As demonstrated by our initial modelling of scenarios 1 and 2,.we are unlikely to be
able to achieve our baseline savings target for Vote Transpart-throughireduction of
departmental and / or ‘back office’ expenditure alone. It is-likely that further decisions
to scale or stop existing policies will be necessary.

Given the significant amount of funding outlined in the table abeve that has already
been returned to the centre, you may wish to testiwith the.Minister of Finance whether
the decisions with financial impacts in 2024/25.0hwards can count towards the Vote
Transport savings exercise.

We understand that at the time Mini Budget, decisions were taken, no stipulations
were made about whether these savings,can bé used for baseline savings targets. If
permissible, this would mean/funding returned for public transport subsidies would
contribute to the Vote Transport’savings target (all other funding in the table above
either only relates to 2023/24, or will be sought again as part of the funding package
for your new GPS 2024):

Developing a Budget package{for Vote Transport

19

20

The Government hasbeen explicit that rebuilding the New Zealand economy will
require greater fiscal)discipline and, subsequently, limited growth in Crown
expenditure. Far Budget 2024, this means operating and capital allowances will be
constrainedand‘tightly targeted, with the Minister of Finance controlling the
submissi@n and consideration of Budget bids through an invite-only process. If
Ministers, wish to submit additional initiatives for consideration, these may need to be
accompanied by reprioritisation options to offset costs (see Annex 3: Summary of
additional reprioritisation opportunities for more details on potential Vote Transport
options).

While we are yet to receive the letter from the Minister of Finance detailing the
initiatives that are invited for submission, we understand from Treasury that two
initiatives are strong contenders for consideration:

20.1 Civil Aviation Authority liquidity facility funding (up to $91.2 million — this is
funding to ensure CAA continues as a going concern until their funding review is
implemented and they can return to cost recovery)

BUDGET SENSITIVE
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20.2 North Island Weather Events: Local Road funding s 9@2)®Hv)
depending on the Government’s appetite to provide long-
term certainty to local councils on rebuilding roads damaged during the North

Island Weather Events).

21

As outlined in the previous information we provided you on cost pressures and fiscal

cliffs for Vote Transport [0C231040 refers], there are at least 14 pressures that are
over and above the two initiatives identified in paragraph 20. Not all of these
pressures require decisions now, but the Ministry does advise that some are urgent
enough to merit consideration for inclusion in your Budget 2024 package for Vote

Transport.

22

Below we provide a summary of the financial decisions that are required before

Budget 2024 (and may count against the Budget allowances), the initiatives that’'we
understand will be invited for submission by the Minister of Finance, and theinitiatives
that the Ministry recommends you consider progressing through'Budget2024.

Initiative — agency

$m sought over
four years

Recommendation

Funding decisions required before Budget 2024

Government Policy Statement on land
transport (GPS) 2024 — Ministry on behalf
of NZTA

5,244
(plus 3,080 fean)

Subject to'further advice in January
2024.

Completing Auckland’s Rail Network
Rebuild 5 9(2)#)(iv)
- KiwiRall

200
(of which $65m'is
considered urgent /
needed by, February
2024)

s9(2)(f)(iv)

fund the urgent component
through reprioritisation, submit the
remainder through Budget 2024,

s 9()(M(v)

Cost pressure initiatives llikely to be invited fo

r submission by the Minister of Finance

Civil Aviation Autherity liquiditysfacility
funding — CAA

91

Progress through Budget 2024

North Island Weather Events: Local
Road recovery fundifig — NZTA

s 9(2)(P(iv)

Progress through Budget 2024

Additional initiatives the Ministry recommends progressing in Budget 2024

Maintaining Critical Frontline Prevention 64 | Progress through Budget 2024
and, Safety Services at Existing Levels —
Ministry“on behalf of NZ Search & Rescue
Ground-Based Navigational Aids — 8 | Progress through Budget 2024, or defer
Ministry on behalf of Airways NZ to a future Budget round
Health and Safety at Work Act e 2l2Iieg) Progress through Budget 2024 (note this
Delegations — CAA is fiscally neutral to the Crown as funding
is from Working Safer Levy)
New Zealand Upgrade Programme cost Progress as a placeholder
pressures — Ministry on behalf of NZTA
and KiwiRail
BUDGET SENSITIVE
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Future of Rail — Rail Network Investment | @MV Progress as a placeholder
Programme — KiwiRall

Metropolitan Rail Network Management Progress as a placeholder
Plans and Backlog Renewals — KiwiRail

Severe Weather / Emergency Response 27 | Progress as a placeholder
Readiness, Resilience, and Recovery -
Ministry on behalf of NZ Search & Rescue

23

24

25

Please note that detailed information on each initiative, including risks and alternative
funding sources or mitigating strategies, is provided in Annex 1. This Annex also
includes information on initiatives proposed by transport agencies that the Ministry
recommends could be deferred to a future Budget round or declined in full, depending
on your priorities.

When we meet with you in the new year, we will seek your direction on the.nitiatives
that you wish for us to develop as your formal Budget 2024 package. Your decisions
on the additional initiatives selected (i.e. anything beyond the\bids that are invited by
the Minister of Finance) will dictate the level of reprioritisation we Will.likely need to
submit alongside the Budget 2024 package.

For completeness, we are also aware of six additional issuésithat may become cost
pressures (or require technical adjustments) 1n2023/24. Rlease see Annex 2 for
further detail. Most of these issues will be’able'to be‘addressed through means other
than a Vote Transport Budget bid. Wewill. advise you on each of these matters as
they progress, including whether Crown fundingsthrough Budget 2024 is an
appropriate option to consider.

Additional reprioritisation oppartunities

26

27

28

29

In addition to the savings madesin‘the Mini Budget, the Ministry has identified
additional initiatives-that cauld.be stopped or scaled to provide savings for
reprioritisation. These initiatives could either (a) be submitted to the Minister of
Finance as/alsavings initiative to offset funding for initiatives in your Vote Transport
Budget package, or(b) form part of the Vote Transport baseline savings proposal.

The Ministry.has identified seven potential savings initiatives which could provide up
t0s 9(2)()(Y N This includes the
$124. 1-million operating you have indicated you intend to remove from the Transport
Choices programme and return to the Crown [OC231056 refers].

The table below includes a summary of each initiative and the Ministry’s
recommendation. Further information on each initiative, implementation
considerations and risks are provided in Annex 3.

We seek an indication of which savings initiatives you are interested in pursuing. The
Ministry recommends all initiatives are explored further, but in some cases only
recommends removing funding if it is to be reprioritised towards a high priority
initiative in the same area (e.g. reprioritising funding from road resilience to essential
road cyclone recovery works).

BUDGET SENSITIVE
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Initiative Max. possible Recommendation
savings ($m)
over four years
Returning 124 OPEX | Submit as a savings initiative (as per your previous
uncommitted direction)
Transport Choices
funding
Scaling work to 181 OPEX | Explore further, to reprioritise towards higher priority

improve resilience
of the rail network
post-North Island

Weather Events

works on the rail network

This funding approved in National Resilience Plan (NRP)
Phase 2 is to support resilience improvements on

damaged sections of the rail network. Although there,i
long-term benefit in investing in resilience, there ar

several cost pressures on the rail network that re
attention in Budget 2024.

We recommend this option is @Iormher if
hi

reprioritised funds are to enab en orks to go
ahead.

Scaling the
Retaining and
Recruiting Bus
Drivers initiative

Y.
Explore further, co ﬁéﬁdw@a scaled package
The bus driver sh that %d when this funding
prev overnment has eased for
d

was approved
now. The B ing is uncommitted, and work

dg 2
is unde Met(%}g‘?ﬁe activities funding that should
be pr or ent (e.g. wage or working
enviro %‘Eﬂ rr&/ements)

iS WO derway, we recommend you consider
t improvements could be implemented

caled package (e.g. a $20 million reduction).

ti
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Removing coal 48 CAPEX | Explore further, discuss with the Minister for
hopper wagons Resources

from the Future of
Rail Rolling Stock
Investment

Over previous Budgets, KiwiRail received Crown funding
to procure new coal hopper wagons for its rolling stock

fleet. S8
e
ey

If you are interested in pursuing savings in this area, we
recommend you discuss this with the Minister of
Resources, to ensure alignment between this decision
and the Government’s mining licensing policies.

BUDGET SENSITIVE
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ANNEX 1: SUMMARY OF POTENTIAL VOTE TRANSPORT BUDGET 2024 INITIATIVES (AND PRE-BUDGET DECISIONS)

Table 1 provides you with a summary of decisions with significant financial implications that are required ahead of the Budget 2024 (and therefore could be progressed as pre-Budget commitments), and an overview of
the two cost pressures that we anticipate will be invited for submission by the Minister of Finance. This is followed by two tables on potential Vote Transport Budget 2024 initiatives:

e Table 2 provides detail on initiatives that the Ministry recommends you seek to progress through Budget 2024. The Ministry has previously provided you with advice on cost pressures and fiscal cliffs across Vote
Transport [OC231040 refers] but not all of the identified pressures / cliffs need to be addressed immediately. Table 2 primarily represents cost pressures or fiscal Cliffs where the Crown has an interest in
maintaining the functions, services, or outcomes expected from the proposed investment, and decisions are required within the next financial year. Pleaseinote that reprioritisation options may be required to
offset the cost of these initiatives given they have not been specifically invited by the Minister of Finance.

o Table 3 provides detail on initiatives proposed by transport agencies which the Ministry recommends could be deferred to a future Budget round (iminstances where outcomes align with Government priorities), or
declined if viable alternative funding sources exist, or outcomes do not align with Government priorities.

When you meet with officials in mid January 2024, we will seek your direction on which of the initiatives from Tables 2 and 3 you weuld like to progress through Budget 2024.
Cost pressures prioritisation framework

You will note that for cost pressures initiatives included in the below tables, the Ministry has provided an indicative prioritisatigh using @ur_Cost pressures prioritisation framework. The framework ranks initiatives based on
two criteria:

e The magnitude of risk to achieving outcomes / meeting obligations (i.e. critical, high, medium, or low) associated'with not receiving funding.
e The categorisation of a pressure as either a statutory obligation, contractual obligation, ministerial prierity; er ‘otherk, This categorisation reflects the level of choice Ministers will have in funding, or not funding, a

cost pressure (i.e. applying scaling or deferring). For instance, a statutory obligation must be fulfilled to the levél of service specified by legislation, whereas a ministerial priority can be funded to the level of
service that Cabinet is comfortable accepting.

Table 1: Funding decisions required before Budget 2024, and initiatives anticipated to be invited\for submission

Initiative Agency Funding sought ($m) Mitigations / alternate funding sources Ministry comment
available

24/25 25/26 2627 27128 TOTAL

Funding decisions required before Budget 2024

Government Policy Statement on land transport 2024 Ministry See See See See See | Subject to further advice in January We have developed a new draft GPS 2024 for your consideration. Based on your feedback,
This is funding to fill th bet ted di i diture (on behalf of below below, below below below we will develop a Cabinet paper that seeks additional funding to deliver your priorities. This
IS 1S 1unding o fill the gap between expected revenue and forecast expenditure for NZTA) needs to be agreed in February to ensure time for consultation on the updated draft before

your new GPS 2024. Please see below three rows for greater detail on the funding

i . ) he rel f the Final GPS i 2024. The th f the GPS fundi
sources anticipated to constitute your GPS funding package. the release of the Final GPS in June 20 e three components of the GPS funding

package outlined below are as per our understanding of your fiscal plan.

1. Crown grant (operating) 180.000 4 480.000 | 720.000 | 720.000 | 2,100.000 Income to replace the Fuel Excise Duty/Road User Charge increases proposed by the
previous government

2. Crown grant (capital) 3,144.000 3,144.000 This is composed of s 9(2)(f)(iv)  to confirm the previous government’s ‘in-principle’
capital contribution to the GPS 2024 and s 9(2)(f)(iv) ~ to replace the previous
government’s ‘in-principle’ contributions to the GPS 2024.

3. Crown loan 3,080.000 3,080.000 As per previous funding structure.

BUDGET SENSITIVE
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Completing Auckland’s Rail Network Rebuild s 9(2)()(iv) KiwiRail s 92O Yes. You have a choice to either:
s 9(2)
This initiative seeks funding to address pressures associated with the Rail Network The scope of (V) the RNRs9@mv) — work
Rebuild (RNR) programme in Auckland ($1 'I:E)r?g;)e ; r%(gzr;(rfr)]g]ve)s o Brogrjlmm;fhhave ?een appr?v(;ed tt?\/ the lr1\IZTA s 9Q2)(H(iv)
oard, and the costs associated with each are

track and infrastructure renewals on assets that have reached end of life, and support included in the forecasts for GPS 2024 funding
improved train control operations and maintenance productivity. (signalled in the row above). OR
The most pressing need is $65m for RNR, which is critical for Day 1 operations of the s 9(2)(f)(iv) Fioriti&:
City Rail Link. The rest of the funding is urgent but not as time critical. Reduce the GPS 2024 fanding package by s9@m@) utilise reprioritisation opportunities to
The RNR 92)(H(V) deferred renewals work programmes are a subset of the overall address the $65m.urgent costs for RNR, and progress the remaining s 9@ @) of cost
work required to lift the rail network to appropriate operational standards. Over the next pressures through’Budget 2024.
10 years, the cost of maintaining and renewing the rail network is expected to increase
due to a) KiwiRail having identified an even greater volume of deferred renewals ‘ We will providefurther advice to you on RNR options in the new year.
s 9(2)(f)(iv) and b) new rail assets coming online which require ongoing
maintenance. KiwiRail is seeking further funding to begin addressing these deferred
renewals (see Metropolitan Rail Network Management Plans and Backlog Renewals
bid in Table 2).
Cost pressure initiatives we anticipate will be invited for submission by the Minister of Finance
Civil Aviation Authority liquidity facility funding CAA 91.177 - 91.177 Progress through Budget 2024
Liquidity support for up to one year is required to enable the CAA to undertake its core Partial mitigation. Pressuré'may reduce if: The Ministry considers this cost pressure to be critical, to ensure the CAA continues to meet
statutory functions. In response to the disruption of COVID-19, the previous & Fundifig reviewlis.implémented before | Statutory obligations. We will continue to support the CAA to progress the funding review as
ggi\;egrr::rgsgé ;g;izd n:]ré stOch% tgor;:g\g?ﬁSng\rAénﬂfjtrJ]r;?imstougm Eamnﬁgwéarlgtxlritﬂtgoﬁ a Tuly 2025 rapidly as possible, to minimise the total funding sought over the 2024/25 period.
recovery is implemented. It is anticipated that the earliést date of implementation for ° lc.;A/.'\d.c:O?S r.ﬁt r}eeglto fullg ?““Z.e B23
CAA’s funding review is 28 February 2025. The funding reflected in the subsequent t;qutl ty faC| 'g’ tugolgz?/gg unding can
column represents up to twelve months of financial support for CAA, but this figure can da & b :
be reduced if a) the funding review is implemented before 1 July 2025, and / or b) Alterfiatefunding source. The Crown could
liquidity facility funding from B23 is not fully utilised and can be transferred to 2024/25 choose to provide CAA with a loan rather than a
to offset costs. grant. However, this would require a further

increase in levies than what is currently

proposed through the funding review, and is

likely to be met with resistance from the sector.

s 9(2)(P)(iv)
North Island Weather Events: Local Road recovery funding NZTA B 9(2)(0(‘) ’ v‘ Progress through Budget 2024
A o AN o g St :V <& e o | Tt My conos i 2 criocos s 3k of i g
Auckland Floods). This includes local road recovery works, for which there is an initiative received funding from the NRP will stall or stop works to repair damaged local roads.
expectation tha‘1t Crown funding will be.prowded to cover some of the costs. N cont[ngency, there would be no needlto seek The Ministry will work with NZTA in the new year to refine these costs. We await further
Recovery funding to date has been paid out at an average Crown share of 68% of the funding from the Budget 2024 operating instruction on if a further NRP funding round will occur.
total cost (with a higher Crown share paid in East Coast regions than in Auckland, for allowance. Itis not clear how the NRP will
example). The previous government approved some funding for local road recovery function under the new Government and if there
works in September 2023 from the National Resilience Plan (NRP) contingency. will be further funding rounds.
Funding was provided only for claims or indicative claims from local councils received The NLTF is not a credible alternative funding
by NZTA at that time. When this funding was approved, the previous government noted source for this work due to the current
;ﬁﬁﬂg; I;lfgmgfrmfogﬁ cs”c;ught in the next NRP funding round once NZTA received oversubscription of the fund.
NZTA is expected to continue to receive claims from local councils and requires
additional Crown funding to meet the expected Crown share of these works.
s 9(2)(f)(iv) -
BUDGET SENSITIVE
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Table 2: Potential initiatives the Ministry recommends progressing through Budget 2024
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Initiative Agency Funding sought ($m) Cost pressure Mitigations / alternate funding sources available Ministry recommendation
prioritisation
2425 25/26 26/27 27/28 TOTAL (if applicable)
Cost pressures
Maintaining Critical Frontline Prevention and Safety Services at Existing Ministry 13.671 15.112 16.606 18.255 63.644 Other Limited. These NGOs already seek alternativeynon-"| Progress through Budget 2024
Levels (Soga?:t:] Zlf ofNz gr:g\'g;:g:%:g)(zf{ tf}:grrr; l;)rtie;?r; gambling tFUSt-S The services that Coastguard and SLSNZ provide have a net
. . , y challenges with ) T
In Budget 2020 Coastguard New Zealand (Coastguard) and Surf Life Saving New Rescue) this approach: benefit to New Zealanders that is significantly greater than
Zealand (SLSNZ) received funding to ensure the maintenance of critical frontline ) . . the funding invested (average government funding through
: . , . e sources are highly contestable with no ; 2 .
prevention and rescue services to reduce New Zealand’s drowning toll. However, cértainty of securing new funding this source for both organisations over the last three years is
increasing volume, price and wage pressures have meant that both organisations are I . . , s ~$15m per annum).
now forecasting ongoing deficits and have limited options to absorb these pressures * ). lLis starting ta.dry up, the eligibiliy criteria During the vear ended 30 June 2023:
without a reduction in frontline services, ultimately risking the potential loss of life Js narrowgl, alNupfling on offer is uringfhe y une <2
' : generallf focused on a specific purpose, o there were no drownings between the flags when
Additional funding would ensure the following services continue to be provided to andwunlikely to'cover all related costs. SLSNZ patrols were in place
protect New Zealanders in, on or around our waters: (Coastguardhas a strike rate of four e SLSNZ undertook 30,954 preventative actions
o assistance to recreational boat users including on-water safety services, applications being at least partly successful that helped to keep 465,528 people safe
boating education programmes, community initiatives, critical marine outofevery 10 it prepares) e Coastguard undertook 2,170 non-search and
communications, and safety and information services o, sticcessful fundraising requires a skilled rescue incidents and bought 6,300 people home
e proactive beach lifeguarding and essential emergency rescue services, professional, but SLSNZ has none safely.
public education beach safety programmes, education, training, and o' approvals are often time limited, creating While there are challenges modelling the true counterfactual
development. planning complexity and limiting resource (i.e. the number of people that would have died or been
redeployment as circumstances change injured in the absence of intervention from Coastguard or
» Scaling. You could choose to scale this initiative to \?vtisze)ﬁ:J;n;higirtfvveeEgﬁzfﬁfctx; ?;?;h;agzzroiotzhzé 23
S minimise the fiscal impact to the Crown, noting that $13.3m Value ofpa Statistical Life
= this would likely come with a reduction in output. ’ :
[+ Maintaining these services at current levels is a vital element
e in the control of New Zealand’s high drowning toll (compared
to Western nations such as Australia, Canada and the UK).
Ground-Based Navigational Aids (GBNAs) Ministry - 4.900 2.700 0.100 7.700 Other Limited. The Ministry has considered loan funding, Progress through Budget 2024,
This initiative seeks funding for Airways to deliver three of five Crown-funded ground- g?” behall\jg)f however thle five dGbBNA locations bt?ir?g ag(ljressed
based navigation aids (GBNAs) that pertain to the minimum operating network used Irways are primarily used by non-commercial and low- o P, o ’
to safely re?:over aircra(ft asan Lmergpency alternative to GPS Fr)1avige=1gon across performance aircraft, including emergency medical r? :t(wgrllr(]?st:itlrgg;t |\1etwoulg frlneﬁtn the m!mmumﬂ? petratmg
mainland New Zealand. services and military aircraft. Given these users do pete and FGH's In regions withoul a
‘ _ N N not have the ability to fully fund the GBNAs GBNA would have a heightened risk of becoming lost /
In Budget 2022, Airways NZ received $10 million (CAPEX) and $1.2 million (OPEX) - y y ) " crashing if their GPS navigation fails.
from the Crown to purchase five GBNAs that would complete the minimum operating utiisation of a loan would mean asking participants
is now only sufficient to procure two GBNAs. Airways NZ is implementing the remainder of the contract offer is set to expire in March 2024. Such risks
The full suite of GBNAs are required to meet the resilience needs identified in the minimum operating network on a user-pays basis. include uncertainty in pricing, delivery lead time, and
Cabinet-approved 2014 National Airspace and Air Navigation Plan (NAANP), and equipment model (the supplier is planning a transition to a
ensure the minimum operating network is completed. newer model in the next 2 years which may come with
interoperability and performance risks).
Note while there is not a legal obligation on the Crown to
complete the minimum operating network immediately, there
would likely be a social expectation.
Health and Safety at Work Act (HSWA) Delegations CAA 2.800 |° %20 Statutory | Limited. Progress through Budget 2024
In Budget 2023, CAA received an uplift of $2.8m for pressures associated with their obligation The designation could be terminated, and the work This is only a technical adjustment and is cost neutral to the
HSWA activities, but this funding was provided for the 2023/24 financial year only to returned to WorkSafe. However, this would not Crown.
align with the Crown’s provision of liquidity facility funding. 5 9(2)(#)(iv) reduce HSWA levy funding overall, it would only
affect which organisation receives it, and there would
Please note that HSWA funding is cost neutral to the Crown. MBIE has already made \?\?o?lgsjfr:fggg r?gtd hzf\f/zcgvs%r;ecsi:"lg 23%?:”6?5:;.
provision for this uplift in the HSWA levy — the Budget process is just the mechanism
through which the decision is formalised. s 9(2)(f)(iv) 4
BUDGET SENSITIVE
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New Zealand Upgrade Programme (NZUP) Cost Pressures Ministry s 9(2(OM) Ministerial | Yes. Joint Ministers could choose to de-scope or
This initiative seeks funding to address cost escalations on a number of NZUP (on behalf of priority reprioritise funding between initiatives to manage
projects that are in the delivery and business case phases - $1,560 million (P95) for | NZTAand costs within the existing NZUP funding envelope. We note that almost all NZUP projects have been identified
NZTA-led projects, and s 9(2)()(iv) ) for KiwiRail-led projects. Ministers will KiwiRail) as priorities for the Government, but existing funding is not
need tq cor;s.i(.ﬂer_ option§ fo progress NZUP, inclyding rermoving / - " sufficient to complete them. The’ Ministry and the Treasury
?uens(;?]p'?g érgltif;':fhsetmgmgnb;hneeggrent funding envelope, or providing additional will provide joint Ministers with options to progress NZUP,
. 9 ) ) ' . including descoping and / or reprioritising projects to offset
o  Deferring decisions on the ‘South Auckland Package — Drury urban funding to deliver the full programme.
arterials’ and the ‘Canterbry package — Rolleston and Brougham projects.
e Shifting two projects (Whangarei to Port Marsden, and the Manukau to
Takaanini Road Access and Safety initiative) out of NZUP and into the
Roads of National Significance programme.
If you choose to progress with NZTA’s recommendations, this will result in a transfer
of cost pressures from NZUP to the Roads of National Significance programme (i.e.
pressures signalled here will remain).
Fisal cliffs
Future of Rail — Rail Network Investment Programme KiwiRail s 9(2)0Mv) N/A Limited:
This initiative seeks to deliver a resilient and reliable national rail network by providing Partiabalternative funding source: as part of GPS
baseline funding for the maintenance and renewals of the network s 9(2)(®)(iv) 2024, you could signal to NZTA that you would like
then'to increase the level of investment in the rail
(this relates to activity class (which funds RNIP). However, the
the Metropolitan Rail Network Management Plans and Backlog Renewals initiative Ministry does not recommend this as a viable
below). alternative as it would require either: You have choices about how you could use the rail network for
_ , ioritisation of funding away from freight and passenger services, and each choice will have
The previous government chose to fund the RNIP one year at a time through each * areprion X 9 p 9 '
Budg%t round sgFY2021/22-2025/26 have boen funded thus far) but KiwiRail ?equires essential transport services (such as implications for the level of maintenance (and associated cost)
s9@0M early investment to enter into contracts to continue the maintenance public transport operations), local road that is required to operate the network. The Ministry will work
programme for the rail network maintenance or improvements, or even with KiwiRail to provide you further advice on scenarios for rail
' from the Roads of National Significant investment (i.e. what investment would be required to ensure
In the absence of funding, KiwiRail advises that unplanned outages will increase in programme, or a resilient and reliable metropolitan rail network, freight
frequency, including loss of service/s and closure of lines to enable regulatory and e additional Crown funding to deliver GPS network, or both).
safety compliance. This would result in reduced volumes on rail which could add 2024.
pressure (and cost) on the roading network, and disrupt NZ's supply chain. Scaling option: you could scale this bid to one year
of funding (2026/27), noting that additional funding
will be sought in future Budget rounds, dependent on
your decisions about your rail priorities.
Other
Metropolitan Rail Network Management Plans and Backlog Renewals KiwiRail 107.700 Syf)(iv) N/A

This initiative seeks s 9(2)(f)(iv) ~ funding to begin lifting the Auckland and
Wellington metropolitan rail networks to a fit for purpose state. It includes:

e  Funding to address the backlog of renewals that have been identified by
KiwiRail through their recent detaileg Ee\f/iew of the rail network. Theé o))
review indicated that an additional (SM( '0"is required over the next )
to lift the Auckland and Wellington network to a fit for purpose state.

An initial investment of * " ""is required to begin critical works on

assets that currently have operational restrictions in place (such as speed

restrictions) to mitigate safety risks. Please note that these deferred
renewals are in addition to the current RNR 5 9(2)(f)(iv) of
work that are experiencing cost pressures.

#9@0W 46 fund the expected local share shortfall of Auckland and
Wellington metropolitan rail network maintenance from 202425

5 9@ 15 meet expected levels of service and minimise service
disruption. Both Auckland Transport and Greater Wellington Regional
Council state that they are unable to afford their share of the rail network
maintenance costs. Without this investment, restrictions on services will
likely be required to maintain safety.

s

Partial mitigation through efficiencies: it is
unclear whether KiwiRail will have the market
capacity to undertake the full backlog of deferred
renewals while also progressing RNR, £ *@0Mang
general RNIP maintenance on the rest of the
network. There may be opportunities to explore
efficiencies which the Ministry will provide you further
advice on.

Alternate funding source: Depending on your
priorities for rail going forward (i.e. whether the
whole network is lifted to a reliable and resilient
state, or if you wish to prioritise the metropolitan rail
network and / or specific aspects of the freight
network), there may be opportunities to reprioritise
funding within KiwiRail baselines to support metro
maintenance and renewals. This could include
reprioritising funding from within RNIP, or from North
Island Weather Event rail resilience funding.

The metropolitan rail networks in Auckland and Wellington
have the highest use of all rail lines, and preventative
maintenance and asset management is needed to avoid
reliability and network performance impacts on commuters.

We note that it is currently unclear who is accountable for
funding the backlog of deferred renewals. We also note that
the local council affordability issue will continue beyond the
s9@m@)  of funding sought (because adding new rail
services to the network, such as CRL, increases
maintenance volumes and therefore cost). The Ministry is
undertaking a review of the Metropolitan Rail Operating
Model to advise you on the appropriate funding model for
maintenance and renewals on the metro network.

BUDGET SENSITIVE
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Severe Weather / Emergency Response Readiness, Resilience, and Recovery Ministry 19.205 2.656 2.386 2.359 26.606 | N/A
o . half of NZ . )
This initiative seeks funding for four NGOs (Coastguard NZ, NZ Land Search and (Soga?:hz 0 Alternate funding source 1: Depending on the
Rescue, Surf Life Saving NZ, and Amateur Radio Emergency Communications) to be recommendations of (and subsequent Cabinet As severe weather events are now part of New Zealand’s
Rescue)
able to respond effectively and safely during severe weather events and emergencies, decisions on) the Government inquiry into the reality, it is important for NGOs to be in a state of readiness
including: response to the North Island severe weather events, | and preparation. This funding would enable their personnel
e targeted severe weather event training allowing better informed risk and s 9()0HM) ‘ {most of whom are unpaid \(olunteers) to qperate competgntly
operational decision making in new environments to support New Zealanders in trouble needing rescue services.
appropriate personal protective equipment (PPE) . . . .
establishing regionally based equipment and provision caches to allow for &~ fFrgnmd'l%\}gf:ewr\égﬁzrwglvgﬁg”EUti?e:g cg n?rTutrI:I(tey gg:l\i/t(iecm
swift deployments and quicker responses by skilled responders who can Alternate funding source 2: As this nitiative refates | 5 om - oooc100. day plan
operate independently for at least 48 hours to search and rescue activities, it €ould be '
e  developing regional coordination to account for the greater interagency considered for funding under Segtion 9 of the Land ) . L
collaboration needed between all agencies Transpert,Management Aet,2003. However, given :g:t?w. t:;Ta?]Zgzgge?gva?aTﬁ:rt lg\?:r:?; |rxgsthzurzs?°onns;2;g t:lﬁ
o the replacement of assets destroyed/damaged during recent severe significant fiseal constraints on,the NLTF, any interim report in December 2023 & 9(2)(f)(iv)
weather events so that services can continue to be delivered. funding approved from Section 9 that is above the with a final report to
ﬁ[?r%aSt Segtlon %ehxpendnqre n tthe 23124'2027 Cabinet in March 2024. Given uncertainty around the timing of
deli pir.:.o c]?u a):;a gn Impact on the d project the inquiry and Budget 2024 processes, agencies were
kliverabyty dRCgMmeitted programmes and projects. encouraged to submit placeholder Budget initiatives until the
inquiry is complete.
BUDGET SENSITIVE
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Table 3: Initiatives proposed by transport agencies that the Ministry recommends could be deferred or declined

Initiative

Agency

Funding sought ($m)

24125

25/26 26/27 27128 TOTAL

Cost pressure
prioritisation
(if applicable)

Mitigations / alternate funding sources
available

Ministry recommendation

Cost pressures

Fuel Excise Duty Reduction Policy Wash-up

NZTA is seeking funding on a principled basis to address a NLTF revenue shortfall issue associated with the
conclusion of the Fuel Excise Duty (FED) 25c¢pl reduction policy.

The previous government agreed to top up the NLTF to account for the anticipated shortfall in revenue as a
result of the FED reduction policy. Customs’ revenue recognition policy has resulted in FED revenue earned
at the discounted rate being recognised in the 2023/24 period, but the conclusion of the multi-year
appropriation means that there is no funding available in 2023/24 to reimburse NZTA for the lost revenue.

NZTA has signalled that funding the lost revenue would help to mitigate potential cash flow issues in
2023/24, in the event that works undertaken exceed the NLTF revenue available for the remainder of the
2021 National Land Transport Programme period.

NZTA

32.000

New spending

ZA
&,
N

BUDGET SENSITIVE

es. The NZTA Board can manage works
and associated expenditure in 2023/24 to
ensure that spend does not exceed
available NLTF revenue. This may result in
some works proposed for the second half of
2023/24 being slowed or deferred if they are
at risk of overspending; however, we
understand that capacity constraints are
already affecting delivery and the NLTF may
instead underspend in 2023/24. In this
scenario, not funding the cost pressure
would have no impact in 2023/24, but the
revenue shortfall would roll over into
2024/25 instead. NZTA would need to find
efficiencies to manage the impact on agreed
NLTP projects.

Defer or decline

Given current fiscal constraints for the Crown
and the availability of short term mitigation
options, the Ministry recommends that this cost
pressure could be deferred.

You could also decline the cost pressure, in
which case you may wish to set expectations
with NZTA that they find efficiencies over the
2024-27 NLTP period to manage the shortfall.
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ANNEX 2: ISSUES THAT MAY BECOME COST PRESSURES IN 2023/24

1 Cost escalations across transport continue to impact the delivery of agreed functions,
services, and projects. In some cases the Ministry is able to reprioritise within
baselines to meet immediate needs (for instance, the Ministry is exploring the option
to use departmental OPEX in 2023/24 to fund $30,000 of cost escalations on the
Crown’s Membership of International Organisations appropriation as membership
fees have increased). However, cross-subsidisation is not always appropriate, and
the limited size of the Ministry’s departmental appropriation restricts our ability to
address pressures as they occur.

2 The following five issues are reasonably significant in cost and have the potential to
require Crown intervention before the end of 2023/24:

2.1 Maritime New Zealand liquidity facility (<$20 million in,2024/25)
Maritime New Zealand (MNZ) may require funding to maintain viakility'as a
going concern in 2024/25 if their funding review is unablé)to be’implemented
before 1 July 2024. Please refer to OC230985 forghe, draft Cabinet paper that
seeks to progress implementation of changes to maritime‘levies, thereby
avoiding Crown funding being required in 2024/25.

2.2 Milford Airport (<$5 million over fourlyears)
Milford Airport is now a qualified Aeradrome whieh.includes a materially higher
cost profile to ensure adherence to.its,new fegulatory responsibilities.
Whilst this cost can be passed @n‘te consumers in the long run, short to
medium term cost pressures have arisen.due to lower landing volumes and the
time it takes to increase landing fe€s.

23 s 9(2)()

2.4 s9Q2)Hw

2.5
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3 Most of these issues may be able to be addressed through means other than a Vote
Transport Budget bid. We will advise you on each of these matters as they progress,
including whether Crown funding could be sought through Budget 2024.

4 For completeness, we are also aware of a technical issue that may need to be
resolved in advance of Budget 2024 decisions:

4.1 Clean Car Standard Technical Adjustment - The Clean Car Standard policy
involves the issuing of charges and credits to the importer of vehicles based on
whether vehicle CO2 emissions are above or below the current specified
standard. Credits can be offset against future charges and transferred between
importers but do not entitle the holder to cash reimbursement from the Crown.
The Crown has been accounting for the net charges issued under the scheme;
but auditors have determined that a gross approach is more appropriate.\Fhe
new approach requires recognition of all credits and charges issued. anehan
appropriation of approximately $50 million per annum (ongoing) issrequired to
provide authority at the point that credits are issued. Se€eking this\appropriation
does not represent a change to the expected fiscal impact ef.therscheme.

5 This issue is not classified as a cost pressure as itiS.likely te.be fiscally neutral to the
Crown, but as with the previous issues identified;we-Will provide separate advice on
this matter to ensure it is managed before Budget 2024.
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ANNEX 3: SUMMARY OF ADDITIONAL REPRIORITISATION OPPORTUNITIES

This Annex outlines Vote Transport initiatives that could be scaled or stopped to create
headroom for other transport investments in Budget 2024 or be included in the transport
baseline savings proposal. The Ministry seeks an indication of which potential savings
initiatives you are interested in pursuing.

Total funding that may be available for reprioritisation*

2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL ($m)
outyears
Operating s 9(2)(f)(iv) V
Capital
TOTAL 4 \ @ , l

*This includes the $124.1 million operating you have indicated you intend towemovesrom the
Transport Choices programme and return to the Crown [OC231056refers]. As yourhave already

provided direction on this, Transport Choices is not included in thisS\Annex.

Scaling work to improve resilience of the rail network post-North Island/Weather Events:

Description

In 2023, KiwiRail received funding fromithe National'Resilience Plan (NRP) to carry out minor
resilience improvements on affectéd sections ofthe, railhetwork. The rationale is to complete these
resilience improvements whilst'reinstatement'works are underway.

KiwiRail advise some funding has been/Spent to date on make safe works, other physical works,
estimating and design. Remaining funding that has not yet been spent or committed through
contracts could besreprioritised.

Implementation considerations

e  Costs have'been incurred to date to set up the necessary infrastructure and staffing to
deliver the rail network reinstatement and improvements work programme. KiwiRail advise
that some coststineurred for these purposes would not be able to be returned.

Risks

o .. \Witho(tithe resilience improvement works, the resilience of these lines will remain poor,
meaning the lines are more likely to be affected by future weather events and will be more
costly to repair. Future impact of weather events will have adverse effects on rail movement
and local communities (i.e. line closures).

Ministry recommendation

Explore further, to reprioritise towards higher priority works on the rail network

There is merit in investing in resilience and improving resilience is a priority for the Government.
However, there are several cost pressures on the rail network that require attention, and this is a
viable reprioritisation opportunity to address these cost pressures. Reprioritising from this initiative is
one option to address the Auckland Rail Network Rebuild (RNR) $159 million funding shortfall.

Operating savings 2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears*

Scaling'work to improve

resilience of the rail network 180.700 ) ) Up to

post-North Island Weather ' 180.700

Events

BUDGET SENSITIVE
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Scaling the Retaining and Recruiting Bus Drivers initiative

Description

This initiative provides co-funding to implement measures aimed to increase the recruitment and
retention of bus drivers. Funding was approved in Budgets 2022 and 2023. NZTA manages the
provision of funding to Public Transport Authorities (PTAs), who provide a local share funding
contribution (at normal funding assistance rates).

All Budget 2022 funding is committed through funding agreements and has supported increases in
base wages to at least $28 an hour in most regions. Budget 2023 funding has not yet been
committed through funding agreements and is intended to support further increases in base wages,
split shift allowances, penal rates and working environment improvements (such as rest facilities).

Since funding was approved, the number of bus drivers in New Zealand has increased substantially
and the bus driver shortage has been addressed. In early 2023, the bus driver shortage peaked at
approximately 900 drivers and by August 2023 had decreased to almost zero.

Ministers could choose to scale this initiative to fund fewer of the activities intended to be supported
by the Budget 2023 fundings 9(2)(#)(iv)

Implementation considerations

e  Returning non-committed funding would require a change in appropriationstand\no
changes to existing funding agreements with PTAs.

e If some but not all the Budget 2023 funding was removed;, consensus would need to be
reached on which improvements to prioritise for inyestmeént with the remaining funding.
Members of the National Public Transport Wofkforce Steering"Group (the Steering
Group), which includes representation frond the Ministry, NZTA, PTAs, operators and
driver unions have considered which improvements tagged for the Budget 2023 funding
should be prioritised for investment.Parties’have differentviews on which improvements
are higher priority, with PTAs fayouring Working.environment improvements (i.e. one-off
costs) and unions favouring the,wage-related improvements.

Risks

e  The planned improvements towus drjver terms and conditions are unlikely to be
implemented without'this‘Crown co-funding. PTAs are expected to be unwilling to fund
these in full. Given fundifg constraints, there is no guarantee the National Land Transport
Fund (NLTF) could cover the’Crown share.

o  Afactor,outside of Transportis remit that could affect the number of bus drivers is if the
Accredited Employef Work-Visa transport sector agreement, which has allowed migrants
to be'recdited as-driviers at $28 p/h with a two-year residency pathway, is not extended
nextyear. The transport sector agreement played an important role in reducing the driver
shortage.

e | Returningsuncommitted funding could still be negatively perceived by bus drivers and
seensas-the Government cancelling commitments previously made.

o, There is arisk a bus driver shortage re-emerges if pay and conditions are not sufficiently
attractive to retain and recruit drivers. A shortage of drivers would impact the provision
and use of public transport services, which could have significant negative social and
economic impacts.

Ministry recommendation

Explore further, consider advice on a scaled package

The case for Crown investment in bus driver wages and conditions was driven by the bus driver
shortage, which has dissipated for now. As there is work underway to determine which
improvements the Steering Group deems the highest priority for investment, we recommend you
consider advice on what improvements could be prioritised and implemented within a scaled
package (e.g. a $20 million reduction).

Operating\savings

2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears

Scaling the Retaining and
Recruiting Bus Drivers
initiative

s 9(2)(M(v)
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Removing coal hopper wagons from the Future of Rail Rolling Stock Investment

Description

In Budgets 2019 — 2022, KiwiRail received Crown funding to procure new rolling stock (locomotives,
wagons, and in-cab Train Control Safety Systems) and replace assets that had or would soon reach
the end of their useful lives.

Some of this funding is not yet committed through contracts, including approximately $48 million
CAPEX for 140 coal hopper wagons which have not yet been procured.

The following factors mean it is uncertain if the Crown investment in the coal hopper wagons is
necessary:

e  KiwiRail has not received commitments from its mining customers of their long term need
for these coal hopper wagons, due to uncertainty around mining under the previous
government.

e One coal mine that would have utilised these wagons, the Ohai Coal Mine, closed in
September 2021.

e  Theintention is for these wagons to be used to transport biomass in the future\: however
KiwiRail holds no forward contracts for use of these wagons for moving biomass:s 9(2)(i)

~\ \
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Ministers could choose to remove all or séme’of the $48 million'and inform KiwiRail that the Crown
investment in the coal hopper wagonswill be+stopped or scaled.

Implementation considerations

e The need for these wagansiis/Closely linkedhto decisions taken by the Government on
mining licenses. Should the Govefnment provide new direction to the mining industry that
is different to that\of the previgls government, customers may be willing to confirm their
long-term demandfor these-wagons.

. s9(2)( vV Q

Risks o /Zlfthe*hopperwagons are not procured and demand for hopper wagons (for coal or
biomass) dees ‘eventuate in future years, KiwiRail will not have the necessary rolling stock
to meetdemand. Wagons take time to procure and build therefore if purchased once
demand has increased beyond current capacity may not be available for several years.

o , SO
4
Ministry view Explore further, discuss with the Minister for Resources

If you are interested in pursuing savings in this area, we recommend you discuss this initiative with
the Minister for Resources to ensure alignment between this decision and the Government's mining
policies.

Capital savings 2023/24 2024/25 2025/26 2026/27 2027/28 & TOTAL
outyears*

Removing\coal hopper

wagons ‘from the Future of 48.000 i i i Upto

Rail Rolling Stock ' 48.000

Investment
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MINISTRY OF TRANSPORT

AIDE MEMOIRE: ADDITIONAL BUDGET 2024 INFORMATION

To:

From:

Date:

Hon Simeon Brown, Minister of Transport
David Wood, Deputy Chief Executive, Investment and Monitoring

25 January 2024

OC Number: 0OC240036

Summary

1

On Tuesday 23 January, your Office requested additional informiation on several Vote
Transport initiatives. This was in response to a spréadsheetsent to your Office
containing the appropriations considered in scope of the Initial Baseline Exercise
(IBE). Included in this aide memoire are answers to youf Office’s questions.

Question 1: Why are Clean Car Standard Operating'costs ($47.4 million over four
years) not paid for by users?

2

To help gain industry acceptarce of the'Clean Car Standard, the Crown agreed to
meet all administration and-establishment costs. However, these settings could be
reconsidered. As requested, thesMinistry will provide you further advice on this and
the scheme’s charging regime\will'be provided as part of our work to review the
Standard.

Funding provided currently is $11.84 million per annum. The New Zealand Transport
Agency{(NZTA) hasadvised that the estimated cost to administer the Standard is less
than this and that $2.8 million per annum can be returned without impacting the
delivery of the Seheme. The Ministry recommends this funding is returned in the Initial
Baseline£Exercise.

In 2023,.$1.6 million in net revenue flowed into the National Land Transport Fund
(NETE) from the imposition of the Standard’s charges. Net inflows occur where
vehicle suppliers do not meet the annual CO2 targets, either across the vehicles they
import or through buying emission credits from other importers. The charge revenue
is considered land transport revenue and used to fund projects that lower emissions
in the transport system [CAB-21-MIN-0004 refers]. This decision was taken on the
basis of advice from the vehicle industry that they would prefer to see the charge
revenue used for this purpose.

Question 2: Why is there $7.7 million appropriated (over four years) for Community
Connect when the Government recently cancelled parts of this scheme?

5

Through Budget 2023, the previous government agreed to expand the Community
Connect programme to include free public transport fares for 5—12-year-olds and half-
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fares for 13—24-year-olds. In the 2023 Mini Budget, the Government agreed to
remove these concessions and formally returned funding for the public transport
concessions, but administration funding was not returned at this time. The
expectation has been that associated administration costs are returned in the Budget
2024 process.

The Ministry proposes returning the administration funding through the Initial Baseline
Exercise. NZTA has indicated that approximately $5.7 million (over four years) could
be returned. The remaining funding in the appropriation will be used to fund the
administration of the remaining elements of Community Connect (half-fares for
Community Services Cardholders).

Question 3: Regarding the ‘Membership of International Organisations’ appropriation,
please provide a list of the relevant organisations.

7

The three international organisations the Ministry holds memberships with (on behalf
of the Crown, for which this appropriation is used to pay membership fees) are: Word
Meteorological Organization (WMO), International Civil Aviation Qrganization (ICAO),
International Maritime Organization (IMO).

Question 4: Regarding the ‘Land Transport Regulatory Services’ appropriation, are
these activities user pays?

8 NZTA'’s regulatory function is funded vialthree sources: fees and charges paid by
users of the system, Crown funding, @nd.land transport revenue (under Section 9(1A)
of the Land Transport Management Act2003).

9 In their 2023/24 Statement of’ Perférmance.Expectations (SPE), NZTA are forecasting

to collect fees and charges of $226,56 iillion (revenue is likely to be higher in 2024/25
as changes to fees and’charges that.came into effect in October 2023, part way
through 2023/24). Whenundergoing a fee and funding review, Crown entities apply
transport regulatory funding-principles’ to their services and regulatory activities,
which generally-recommeénd, the Crown as the appropriate funding source for a small
number of aetivities with broad, indirect or very widely distributed outcomes (such as
MinisteriakServicing.er Crash Analysis). The Crown may also choose to subsidise
specific sérvices or programmes. See Table 1 below for a breakdown of Crown
funding for NZTA’s regulatory function.

Table 1: Contents of the Land Transport Regulatory Services Crown appropriation

$000
24/25 25/26 26/27 27/28

Driver Licencing Improvement Programme 4,300 4,050 4,050 4,050
Crash\analysis 775 775 775 775
Older driver subsidy (provides a partial subsidy to license

renewal costs for drivers over 75 years of age) 1,445 1,445 1,445 1,445
Drug and alcohol assessment costs 1,030 1,030 1,030 1,030
Driver licence stop orders 75 75 75 75
Ministerial servicing by the New Zealand Transport Agency 548 548 548 548
Total 8,173 7,923 7,923 7,923

"In sum, these are: (1) Funding supports system objectives, (2) Funding model is sustainable, (3) Risk
exacerbators and beneficiaries pay, principally focussed on the main risk exacerbators, (4) User pays for
services, but incentives and important, (5) Crown funding is limited to certain functions.
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For completeness, Table 2 below summarises the funding approved for the NZTA
regulatory function under Section 9(1A) of the Land Transport Management Act 2003.
As this funding is provided under permanent legislative authority (PLA) it was
excluded from the list of appropriations previously provided to you and was not
included when calculating the Vote Transport eligible baseline.

Funding for ‘the efficient and fair collection of the costs of specific activities’ is used to
fund NZTA'’s regulatory oversight of groups that represent a merit good (for example
language translation service providers for driver licensing) or for which NZTA deemed
it inefficient to charge these groups directly (including Class 2-5 and P endorsement
license holders) & )0

L N

Table 2: Section 9(1A) funding approved for NZTA regulatory activities

$000
24/25 25/26 26/27 27/28
Oversight of the regulatory function 20,400 20,300 11,000 11,000
Funding the efficient and fair collection of the costs of
specific activities 133800 13y900 - -
Loan repayment for rectification costs loan 670 670 670 670
Total 34,870 34,870 11,670 | 11,670

Question 5: What activities are funded from)the ‘Public Transport Bus
Decarbonisation’ appropriation and what is,the likely impact of reducing this
appropriation by 25% or 50%?

12

13

14

In January 2021, the previous{government announced it would require only zero
emission public transpartbuses ta b€ purchased from 2025 and target complete
decarbonisation of the public trafisport bus fleet by 2035. Subsequently, in Budget
2022 the previous government.approved funding for NZTA to support Public
Transport Autharities' (PTAs) to decarbonise their bus fleets. This is a multi-year
appropriation with approximately $14 million p.a. of funding approved until 2033/34.

Currently_there are over 2600 buses delivering public transport services across New
Zealand, with 80% 1ocated in Auckland, Wellington and Christchurch. Of these 2600
buses, 300-are electric.

NZTA/has ‘committed $18.2 million to specific bus decarbonisation projects for PTAs.
This‘includes:

14.1 $10.8 million for Greater Wellington Regional Council to invest in depot and
charging infrastructure

14.2 $6.1 million for Environment Canterbury to bring forward the expansion of its
electric bus fleet

14.3 $308,000 for Taranaki Regional Council to help procure an electric bus
14.4 $1.0 million for studies including electricity grid demand study, zero emission

bus economics study, guidance on bus depot electrification and guidance on
local electricity markets.
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Removing 25% or 50% of the remaining funding that is uncommitted would reduce
funding available for PTAs to bid for in future rounds. As the exact investments will
depend on what PTAs are interested in co-investing in, it cannot be said with certainty
what activities would not proceed. For illustrative purposes, a 25% reduction
(equating to approximately $3.5 million p.a.) could see around seven fewer buses and
associated charging infrastructure purchased. A 50% reduction would double these
reductions.

If the funding available in future rounds is reduced, PTAs may instead seek funding
from the NLTF to progress decarbonising the bus fleet as part of the next NLTP. This
would put pressure on the NLTF and a similar level of investment is not guaranteed.

If you were to reduce the funding, it would be appropriate to consider whether thee
Government wishes to continue with the current direction towards decarbonised
buses or to refocus the policy, and as required, issue new direction.

Question 6: What is the likely impact of reducing the ‘Retaining.and Recruiting Bus
Drivers’ appropriation by 25% or 50%?

18

19

20

21

22

In Budget 2022, the previous government approved $634/million.to"co-fund initiatives
with PTAs that improve the recruitment and retention/of bus drivers. Budget 2023
provided an additional $49.3 million over thre€ years to implement further
improvements.

All Budget 2022 funding is committed{through finding agreements. Budget 2023
funding has not yet been committed and is intended to support activities like further
increases in base wages, split shift allowances, penal rates and working environment
improvements (such as rest fagilities),

Members of the National Rublic Transport Workforce Steering Group, which includes
representation from the Ministry, NZTA, PTAs, operators, and driver unions, have
considered which.improvements tagged for the Budget 2023 funding should be
prioritised for investment{ Parties have different views on which improvements are
higher priority,\with PTAs favouring working environment improvements (i.e. one-off
costs) and,unions favouring wage-related improvements.

Scaling the Budget 2023 funding by 25% or 50% would reduce the funding available
for co-funding.improvements with PTAs. Direction from Ministers as to which
improvements to prioritise would be required. For example, remaining investment
could(besfocussed on working environment improvements (protection screens and
restfacilities) rather than wage improvements.

As’with the Public Transport Bus Decarbonisation initiative, with reduced Crown
funding available PTAs may instead seek funding from the NLTF to progress
improvements as part of the next NLTP, putting pressure on the NLTF.
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Contacts

David Wood, DCE, Investment and Monitoring

Tim Herbert, Manager, Investment
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9 February 2024 0C240075
Hon Simeon Brown Action required by:
Minister of Transport Monday, 12 February 2024

BUDGET 2024 - PROPOSED VOTE TRANSPORT PACKAGE FOR
SUBMISSION

Purpose

This briefing provides you with information on your Vote Transpert, Budget 2024 package
(including a baseline savings proposal, invited initiatives, the/Capital Pipeliné Review), and
additional reprioritisation opportunities. Your feedback is sought on.the package. This will be
discussed at your meeting with officials on Monday 12 Eebruary.

Key points

o There are several components to Budget 2024. Your Vote Transport Budget 2024
package (which comprises a baseline savings proposal, invited initiatives and Capital
Pipeline Review) must be submitted to-Treasury by 1pm Friday 16 February 2024.

o The Ministry has prepared, a baseline.savings proposal which provides $154.541
million in operating savings over four years (exceeding your Vote Transport target of
$154 million over four.years), However, this proposal assumes that a $5.4 million
shortfall is addressed through either requiring NZTA to utilise existing section 9
funding to cever.Clean Car Standard operating costs in 2024/25, utilising surplus
operating-funding from Auckland Light Rail or counting the New Zealand Transport
Agency’s{NZTA’s) National Land Transport Fund (NLTF) efficiency dividend towards
the savings target.

o You have\been invited to submit two initiatives for new funding in Budget 2024 (Civil
Aviation-Authority Liquidity Funding and North Island Weather Events (NIWE) Road
Response, Recovery and Rebuild). The Ministry supports the submission of both
initiatives, noting there are risks and scaling opportunities.

o The Capital Pipeline Review is an opportunity for you to review capital investments
underway in Vote Transport, examine where cost pressures exist and consider where
savings can be made to address these pressures. Several NZTA and KiwiRalil
initiatives are to be considered in the Capital Pipeline Review. The Ministry will
provide you fulsome advice on the capital investments in Vote Transport on
Wednesday 14 February, to support your submission to Treasury.

o You have permission to manage cost pressures or fund new initiatives that have not
been specifically invited into the Budget process, so long as these are funded through

BUDGET SENSITIVE
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internal reprioritisation (that is in addition to the baseline savings target). These can
be confirmed through the technical Budget process, for which submissions are due on
18 March. Of the eleven Vote Transport initiatives we have previously signalled to you
as viable candidates for Budget 2024 funding, there are two that the Ministry
recommends could be funded through reprioritisation (and one that can be addressed
through a technical adjustment).

Recommendations

We recommend you:

1 provide feedback on the Vote Transport Budget 2024 package (including the
baseline savings proposal, invited initiatives and Capital Pipeline Review) and
additional reprioritisation opportunities at your meeting with officials scheduled for  vag/ No
1pm on Monday 12 February 2024.

2 discuss a potential transition to a user-pays model for Clean Car Standard Yes / No
operating costs at your meeting with officials.

3 indicate if you would like the Ministry to provide yoeur-@fficexwith copies of all
Budget 2024 outputs (including initiative templates; savings.templates and Yes / No
supporting material) before submitting to Treasury.

David Wood Hon Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /
9/02/2024
Minister’s office to.complete: 0 Approved ] Declined
0 Seen by Minister [0 Not seen by Minister

[J Overtaken by events

Comments

Contacts
Name Telephone First contact
David Wood, DCE, Investment & Monitoring =9@E
Tim Herbert, Manager, Investment 4
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BUDGET 2024 - PROPOSED VOTE TRANSPORT PACKAGE FOR

SUBMISSION

The Minister of Finance has invited you to submit several Budget 2024 outputs

by 16 February 2024

1 On 21 December 2023, you received a letter from the Minister of Finance outlining
the approach to and core components of Budget 2024. You received a further letter
from the Minister of Finance on 25 January 2024 containing additional information on
the process for capital investments. Requirements for each Budget 2024 component

are summarised below.

Table 1: Summary of Budget 2024 components

Budget 2024 component

Requirements

Baseline savings proposal

You must identify options to meet the \lote\Transpert baseline savings
target, a reduction of $38.5 million per anhum in @perating funding
from 2024/25 (an average of 7.5% of ‘eligible baseline funding over the
forecast period).

Targeted policy savings
initiatives

The Ministry of Transport (the’Ministry) must consider savings
associated with the following action{in’the 100-day plan: ‘Stopping
work on Auckland Light Rail’.

Invited initiatives

You have been invited to submit the following initiatives for new
funding in Budget 2024:

Civil*Aviation Authority Liquidity Funding

North IslandWeather Events (NIWE) Road Response and
Recovery

Capital Pipeline Review

The Capital*Ripeline Review includes several sub-components:

Aeview of capital investments underway in Vote Transport, to
identify where scaling or stopping an initiative could provide
capital savings for reprioritisation. Treasury has invited seven
New Zealand Transport Agency (NZTA) and eight KiwiRail
initiatives for review.

An invitation to seek additional funding for capital investments

experiencing cost pressures. To be considered, agencies must
confirm their approach for mitigating future cost pressures and
propose the current cost pressure could be addressed with the
capital savings identified above.

An invitation to submit new capital initiatives critical to the delivery
of core public services or to meeting commitments in the
Government’s Coalition Agreements. For initiatives to be
considered, they must have been previously signalled to Treasury
through the quarterly reporting process and have a Cabinet
approved business case.

Additional reprioritisation
opportunities

Ministers are able to reprioritise funding within their Vote to address
cost pressures within the Vote. The reprioritisation can be confirmed
through the technical Budget process, for which submissions are due
to Treasury on 18 March.

BUDGET SENSITIVE
Page 3 of 15



BUDGET SENSITIVE

Your Vote Transport Budget 2024 package (which comprises all initiatives and
associated templates for the baseline savings proposal, invited initiatives and Capital
Pipeline Review) must be submitted to Treasury by 1pm Friday 16 February 2024.
You must also send a letter to the Minister of Finance summarising the Vote
Transport package.

This briefing provides you with advice on each output of your Budget 2024 package,
including options to mitigate identified risks. We seek your agreement to submit the
relevant Budget bid templates and letter to the Minister of Finance, subject to any
feedback that you may have.

Baseline savings proposal

4

In December 2023, the Minister of Finance confirmed the baseline savings target for
Vote Transport of $38.5 million per annum, 7.5% of a $513 million eligible baseline.
You are required to submit a proposal of individual savings initiatives te_fulfil this
target, which can include both departmental and non-departmental operating funding.
The Minister of Finance expects the focus of the savings‘proposalito be low value
programmes, programmes that do not align with the Coalition Government’s priorities
and non-essential back-office functions including-eontractor and consultant spend.

Identifying savings of this magnitude in Vote Transporthas been challenging due to
the limited ongoing operating funding available inthe Vote. For this reason, the
Ministry has considered a wide rangelof-aptions to meet the Vote Transport target, to
ensure savings are realised without significantly impacting the delivery of core
functions or programmes that are prioritiesor the Government.

Working with agencies, the Ministry-has taken the following approach to developing
the Vote Transport savings proposak

6.1 ldentifying angaing savings within Ministry and transport agency baselines that
will driveefficiencydn'@perations and expenditure. This includes identifying
wheressurplus funds‘exist, then applying consistent reductions to baselines to
reflecthe expéectation that all agencies have a focus on efficiency.

6.2 Providing options to scale or stop programmes that are Crown funded and do
not align with the Coalition Government’s priorities for transport. The Ministry
has.reviewed all programmes funded by the previous government, assessed
their alignment with the Coalition Government’s priorities, and identified where
uncommitted funding is available to be returned.

6.3 Frontloading the $38.5 million per annum savings target across the forecast
period to ensure that savings of $154 million total over four years is identified.
This approach more closely aligns with the diminishing operating funding profile
of Vote Transport, whilst still ensuring ongoing savings are provided.

6.4 Exploring revenue options that could replace existing operating funding.
Treasury has advised that revenue options can be used to meet required
savings if the revenue proposal is well developed and replaces existing Crown
funding (i.e. shifting from Crown-funded to user-pays models).

The Ministry has prepared a draft baseline savings proposal in line with your feedback

BUDGET SENSITIVE
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The table below provides a summary of the draft baseline savings proposal. Annex 1
provides further detail on the savings initiatives within the proposal, including both
agency views on risks, impacts and implementation considerations.

Table 2: Draft Vote Transport baseline savings proposal (reflecting the Ministry’s
recommended approach in paragraph 14.1)

Savings proposed ($m)

Category 24/25 25/26 26/27 27/28 Total

Agency baseline
reductions

s 9()(M(v)

Programmes m{

4

Total
38,099 50,706 35,731 30,008 154,541
Target 38.500 38.500 38.500 38.500 154.000
Remainder -401 12,206 -2,769 -8,492 541
The primary risk with the draft savings proposal is the intended reduetion in funding for Clean

Car Standard (CCS) operating costs

8

At your request, the Ministry has worked/with/NZTA to,consider the feasibility of a
50% reduction in NZTA’s CSS operating costs/NZTA has advised that the maximum
reduction it could manage is 42% (a $5-millien per annum reduction), which
represents the lowest level of funding NZFAtequires to administer the CCS scheme
in its current form. Additionalinfoumatiensfrom NZTA on the existing CCS funding and
FTE, its proposed 42% reduction apd ‘associated risks is provided in Annex 2.

In addition, the Ministry has.consideredthe'necessary steps for CCS operating costs to be

funded

9

10

11

through user pays

The Ministry has considered the appropriate process and feasible timeframe for
implementing-a user\pays model for funding CCS operating costs. Comprehensive
advice from the Ministry is provided in Annex 2.

In sum, further work is required to determine how costs would be distributed between
the appraeximately 3,169 vehicle importers that are required to comply with the CCS.
This includes considering potential charge structures, completing a Cost Recovery
Impaet-Statement (CRIS), consulting with the vehicle industry, seeking Cabinet
decisions and potentially undertaking legislative change. For this reason, the
Ministry’s view is implementation of a user pays model by 1 July 2024 is not viable.

The Ministry considers it is feasible for this work to be completed and a user pays
model implemented by July 2025 (Annex 2 includes a proposed timeline). If you wish
to progress with the user pays model, you could choose to remove 100% of the
Crown funding appropriated for CCS Operating costs from 2025/26 onwards, with the
expectation that a user pays model will be implemented before the end of 2024/25. If
this is done, there is a risk that delays in process mean NZTA does not have sufficient
funding to administer the CCS once Crown funding ceases.

BUDGET SENSITIVE
Page 5 of 15



12

BUDGET SENSITIVE

NZTA has advised developing a user pays model is possible within this timeframe,
although it would require funding to scope, design and build the necessary digital
solution.

Even with the proposed reductions in CCS operating costs, there is a shortfall in the savings
target of $5.4 million. There are several options for meeting this shortfall.

13

14

With a 50% reduction in CCS operating costs in 24/25 and a 100% reduction from
2025/26 (assuming a user pays model is implemented), a $5.4 million shortfall in the
baseline savings target remains.

The Ministry has identified three options for your consideration to make up the
shortfall in savings.

14.1

14.2

14.3

Reprioritisation of NZTA regulatory Section 9 funding to fund Clean Car
Standard operations in 2024/25 [recommended option] — NZTA receives
funding under section 9(1A) of the Land Transport Mahagement\Act 2003 to
support its regulatory function ($34.87 million in 2024/25). In'this option, you
could remove 100% of Crown funding for CCS @petating Caosts from 24/25 and
inform NZTA that you expect it to reprioritise withis'its section 9(1A) funding to
cover these costs. If you wish to pursue this.option, the/Ministry suggests you
seek advice from NZTA on the risks and gonsequenees of this option. Note: the
Ministry has reflected this option in Tablev2 above.

Request permission to use Adckland Iight Rail wash-up operating
expenditure. There is potentially's 9@2mHv) available to be returned to
the Crown from Auckland Light Railkimited (ALR Ltd) once operations are
substantively wound ug, 5 9@ifip=y r’

financial year and therefore withif, the forecast period for the baseline savings
exercise. You wouldhneed tosseek permission from the Minister of Finance to
count these savings towards your baseline savings proposal, as this initiative
was previously-explicitly excluded. Please see the Targeted policy savings
initiatives~section below for more information on this option.

Usesthie So@@  per annum NZTA efficiency dividend that is alreadsvg(z)(f)
included imthe GPS 2024 funding package. The Ministry has factored a

$9@0M per annum efficiency dividend into GPS 2024. In this option, you could

seek{permission from the Minister of Finance to count these savings towards
yaur, baseline savings proposal (noting that this efficiency dividend, and revenue
options proposed in GPS 2024, mean an OPEX grant is not required for GPS
2024.

Action\fer Minister: Please confirm if you are comfortable with submitting the baseline
savings proposal identified in Table 2 above AND confirm which additional savings option
you would like us to progress to make up the shortfall in our savings target.

Targeted policy savings initiatives

15

In her 21 December 2023 letter to you, the Minister of Finance noted that she expects

the Ministry to consider if there are savings associated with stopping work on
Auckland Light Rail suitable for consideration in Budget 2024. Any funding identified
through this process would need to be returned to the Crown as a targeted policy
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savings initiative and would not be permitted to count towards our baseline savings

proposal.

We understand that the letter from the Minister of Finance was originally intended to
be delivered a week prior (i.e. the week commencing 11 December 2023). The delay
resulted in a mismatch of commissioning, as on 18 December 2023 Cabinet formally
agreed to stop work on Auckland Light Rail, disestablish ALR Ltd, and return $98
million in CAPEX appropriated for strategic land acquisition. As this CAPEX funding
had already been returned to the Crown by the time the Minister of Finance’s letter
was sent to you, Treasury informed the Ministry it does not need to complete a
Budget 2024 targeted policy savings template for stopping Auckland Light Rail.

The Ministry is working with ALR Ltd to substantially wind-up operations by 31 Mareh

2024. The current estimate is up to 592))iv)

savings could be returned’to

the Crown once the wind-up is substantively complete (accounting for the.remaining
appropriated funding and ALR Ltd’s cash on hand). The exact-amount of OPEX
savings from ALR Ltd will not be confirmed until wind up is ceMmplete{ butthere are
multiple avenues you can use to return or reprioritise savings, depending on the

financial year that savings relate to (see Table 3 below):

Table 3: Options for returning / reprioritising remaining Auckland Light Rail savings

Financial year

Option 1
Return funding to the
centre at year end

Option 2

Reprioritise funding
through/teehnical,Budget
process

Option 3
Return funding through the
baseline savings proposal

2023/24

You could return all
identified savings to
the centre at year
end and close the
Multi-Year

2024/25

Appropriation for
AucklandiLight/Rail.

This-would generate
additional savings for
the Crown-to
redistribute as
reguired.

Y.ou could,utilise the
technical Budget process
to repfripritise savings
towards Vote Transport
pressures that are yet to
be addressed.

Please see Additional
reprioritisation
opportunities section for
more information.

Funding in 2023/24 is outside
the scope of the baseline
savings exercise. You would
utilise option 1 or 2 for savings
in this financial year.

As mentioned in paragraph 14.2
above, you could request
permission from the Minister of
Finance to use savings in
2024/25 s 92)(H)(iv)

for your baseline
savings proposal, noting that we
are no longer taking part in the
targeted policy savings process.

Actionfor Minister: Please confirm how you would like to treat identified savings for ALR

Ltd.

Invited initiatives

18

You have been invited to submit two initiatives for new funding in Budget 2024. These

are:

18.1 Civil Aviation Authority Liquidity Funding. This initiative seeks s9)()v)
maintain operations before its funding review is

BUDGET SENSITIVE
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complete 5 92)MH(iv) This includes
$91.2 million to address the forecast gap between its 2024/25 costs and
revenue and 59(2)() (i)

18.2 North Island Weather Events (NIWE) Road Response and Recovery
(revised title for submission: ‘North Island Weather Events (NIWE) road
Response, Recovery and Rebuild’). This initiative seeks 59@)®)(iv)

for recovery, response and rebuild*
works on the state highway and local road networks damaged in the NIWEs.
The Minister of Finance’s invitation for this initiative did not specify rebuild
activities, however Treasury has confirmed there is scope to include these in
the bid.

The Ministry supports both initiatives being submitted to the Minister of Finance for
consideration. Below is more detail on the Ministry’s view, key risks, and scalihng
opportunities, for your consideration.

Maintaining and Effective Safety and Security Aviation Regulater

20

21

The Ministry supports the provision of Crown funding.te.CAA forthis purpose. This is
in line with how CAA has been supported since the emergence of COVID-19 when it’s
funding review was delayed. Crown funding is the, most ‘appropriate funding source to
address the operating deficits9@@may) & V¥ 7 The
Ministry suggests that the provision of further funding iS accompanied by an
expectation that CAA takes the necessary steps to complete the funding review on

time S9@)H) A e M

The Ministry considers theredare ‘viable“sealing options for this initiative that would
limit the draw on Crown allowances~\We suggest you raise these with the Minister of
Finance in bilateral diseussions and/er revisit these before the Budget 2024 package
is approved by Cabijret:

21.1 Carrying-forward«CAA’s forecast underspend against the liquidity facility
in 23/24\CAA is expecting to underspend against the liquidity facility in 2023/24
by approximately $45 million, due to levy revenue exceeding forecast levels. If
Ministers approve the 2023/24 underspend to be carried forward to 2024/25 (as
has been!done in previous years), CAA’s Budget 2024 initiative can be
decreéased by the corresponding amount. To ensure the Budget initiative
inCludes sufficient funding, the Ministry suggests the estimated underspend is
confirmed before the Budget 2024 package is considered by Cabinet and
funding sought be updated accordingly.

W 9(2)(H(iv)

1 NZTA uses the following definitions for different phases of NIWE investment: response (immediate response for
public safety and/or to provide vital access, recovery (reinstatement of a robust network to current resilience
standards, consistent with previous/adjacent levels of service), rebuild (reinstatement with improved levels of

service).

BUDGET SENSITIVE
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NIWE Road Response, Recovery and Rebuild

22

23

24

eﬂ mainten
The provision of Crown funding for local road works *
I isconsistent with how NIWE works ha\ge funded.to date and

The Ministry supports this initiative. Funding appropriated is not sufficient to complete
the necessary works to return affected state highways and local roads to pre-NIW,
service levels. Crown funding remains the appropriate funding source as there i
insufficient discretionary funding in the National Land Transport Fund (NLTF), t
NIWE works without significantly comprising other NLTF-fund

orks.

how NZTA provides NLTF funding to councils to deli er u$v~vorks in normal
settings (i.e. an NLTF contribution is provided at a fu ssistance rate
(FAR) than normal, typically 71-95%). If no furth wn ing is provided for local
roads, it is highly likely councils will be unabl ese necessary works

rr o@
within their own budgets and temporary ,{@vill eventually fail.
Similarly, if no further funding is provi r state highway recovery works ($609
million CAPEX sought over four yegrs) e ary assets installed in the recovery
phase will eventually fail and require*em cy replacement. Undertaking recovery

works now will ensure there @ nent connections for communities.
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28 s 9(2)(M(iv)

Action for Minister: Please confirm if you are comfortable with submitting both invited
initiatives to the Minister of Finance.

Capital Pipeline Review

29 The Capital Pipeline Review is an opportunity for you to review capital investments
underway in Vote Transport, examine where cost pressures exist and consider where
savings can be made to address these pressures. In her 25 January letter to,yousthe
Minister of Finance identified several NZTA and KiwiRail initiatives that Treasury
expects to be considered in the Capital Pipeline Review (see table below).

Table 4: Vote Transport initiatives invited into the Capital PipelinesReView

NZTA initiatives KiwiRail initiatives

New Zealand Upgrade initiatives: o Rail'Netwark\[nvestment Programme (first
¢ Melling Intersection (Riverlink) S years.of funding for Rail Network)
e Otaki to North of Levin o Vv RaillNetwork Growth Impact & Auckland

Metro 'Remediation

. ueenstown Package . - .
Q 9 ) National Resilience Plan - minor

e SH1 Whangarei to Port Marsden improvements to rail lines to increase
Highway Safety Improvements resilience and reliability

e Canterbury Package e Wellington Metro Upgrade Programme |l

e Papakura to Drury e Wellington Metro Upgrade Programme IV

¢ Rail Network Investment Programme -
Public Transport Infrastructure

¢ Northern Package - Whangarei to Otiria

30 The Ministry supports examining the capital investments in Vote Transport and
consideringsyour options to prioritise areas in line with your priorities and where there
are cost pressures that if not addressed would impact delivery, cost or service quality.

31 NZTA and KiwiRail have completed savings templates for the initiatives invited into
the-Capital Pipeline Review for submission to Treasury. Given the condensed
timeframes, there has been insufficient time for the Ministry to provide a portfolio view
of these investments and consider these against other significant programmes in the
transport sector including the Government Policy Statement on land transport 2024
(GPS 2024) and the Road of National Significance (RoNS) programme.

32 To meet Budget 2024 deadlines, the Ministry recommends you submit all savings
templates completed by NZTA and KiwiRail to Treasury, acknowledging that these
reflect the agencies’ view on prioritisation within their areas.

33 On Wednesday 14 February, the Ministry will provide you further advice on the Vote
Transport capital pipeline and a proposed high-level prioritisation of investments. If

BUDGET SENSITIVE
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you agree with the Ministry’s advice, this can be submitted to Treasury as supporting
material on Friday 16 February.

The Ministry will continue to develop advice on the Vote Transport capital pipeline to
support you at your Budget 2024 bilateral discussion with the Minister of Finance
(likely to take place in mid-March).

Additional reprioritisation opportunities

35

36

As the Minister of Finance outlined in her 21 December 2023 letter, cost pressures
and new spending initiatives seeking new Crown funding can only be submitted for
consideration by Cabinet if they are specifically invited into the Budget process.

Treasury has since clarified that agencies are still allowed to propose options.to
manage cost pressures or fund new initiatives that haven’t been!specifically-invited
into the Budget process, as long as:

36.1 these are funded through internal reprioritisationsorby taking.active choices to
stop or scale programmes

36.2 funding set aside for reprioritisation is in‘addition te-any savings already ring-
fenced to meet the baseline savings target

Of the eleven Vote Transport initiatives we sighalled toryou ‘as viable candidates for Budget
2024 funding, there are three initiatives that the Ministrysconsiders could be funded through
reprioritisation (and one that can be addressed throdgh a technical adjustment)

37

38

39

On 21 December 2023, we ‘provided. you with advice on cost pressures, fiscal cliffs
and new spending initiatives-across-Vote Transport that had been signalled by
agencies as candidates'for Budget2024 funding (OC231061 refers). Of the 17
initiatives originally proposed, theMinistry recommended that 11 should be
considered for funding throughr Budget 2024.

Three of the initiativéswe identified in our December advice were subsequently
invited far,submisSion through Budget 2024 by the Minister of Finance, or signalled to
be agreed'prior to Budget 2024. These initiatives are:

38.1 GPS5'2024 funding package (pre-commitment against Budget 2024)
38.2\ Civil Aviation Authority Liquidity funding, and
38.3 North Island Weather Events Road Response and Recovery funding.

Following an expansion of the scope of the Capital Pipeline Review process, a further
four initiatives identified in our December 2023 advice were able to be submitted for
consideration, including:

39.1 Completing Auckland’s Rail Network Rebuild §92)@(iv)

39.2 New Zealand Upgrade Programme cost pressures

BUDGET SENSITIVE
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39.4

BUDGET SENSITIVE

Future of Rail — Rail Network Investment Programme

Metropolitan Rail Network Management Plans and Backlog Renewals.

This leaves three initiatives that could be considered as candidates for funding
through reprioritisation, and one initiative that can be addressed through Budget 2024
as a technical adjustment:

40.1

40.2

40.3

40.4

Maintaining Critical Frontline Prevention and Safety Services at Existing
Levels ($63.644 million OPEX over four years)

This funding is to address volume, price and wage pressures for Coastguard
New Zealand (Coastguard) and Surf Life Savings New Zealand (SLSNZ) who
provide critical frontline prevention and rescue services to reduce New
Zealand’s drowning toll. Both entities are forecasting ongoing deficits and have
limited options to absorb pressures without a reduction in frontline services,
ultimately risking the potential loss of life.

Ground Based Navigational Aids ($7.7 million GAPEX oyer four years)
This funding would be for Airways NZ to purchase three GBNAS (thereby
completing the minimum operating network) that'safely recover aircraft as an
emergency alternative to GPS navigation aeross mainland New Zealand.

Severe Weather / Emergency Response Reddiness, Resilience and
Recovery ($26.606 million OPEX over foutyears)

This funding would be for four NGOSs’(Coastguard, NZ Land Search and
Rescue, SLSNZ, and Amateur Radio Emergency Communications) to improve
their capability and capacity torrespondito future severe weather events and
emergencies through specialised-raining, provision of appropriate personal
protective equipment, ‘establishing regional equipment caches, and improving
regional coordination, A signifieant proportion of this funding ($15.4 million in
2024/25) is forthe replagement of buildings and other assets that were
destroyed /«damaged-during the North Island Weather Events. Given their
coastal position, many.of these assets were not able to be insured. Please note
that this initiative relates to the Government inquiry into the response to the
North'sland,severe weather events, which is due to be considered by Cabinet
in March 20242 9@2)(®)(iv)

~\

Health*and Safety at Work Act (HSWA) delegations s9@)®(iv)

v

This initiative seeks to address a fiscal cliff in the Civil Aviation Authority’s
funding for HSWA delegations. This initiative is fiscally neutral to the Crown.
The Ministry of Business, Innovation and Employment has already made
provision for this uplift within the HSWA Levy — the Budget process is just the
mechanism through which the decision is formalised.

The Ministry has identified up to $168 million OPEX and $38 million CAPEX that you
could use for reprioritisation to address the residual pressures mentioned above:

Table 5: Operating funding that could be used for reprioritisation

BUDGET SENSITIVE
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Initiative

Estimated* OPEX
funding available ($m)

Ministry comment

Agency underspends in 2023/24

Ministry of ~8.000 | Underspends are due to a combination of turnover

Transport related to the Ministry’s restructure, and explicit
decisions to delay recruitment while we confirmed
the Government’s priorities.

Maritime New ~14.000 | 592)(M(iv)

Zealand (MN2Z)

MNZ indicated that they anticipate
returning $14 million of liquidity facility funding to
the Crown in 2023/24, provided their funding review
is implemented by 1 July 2024.

Programme underspends in 2023/24
Recruiting and ~13.000 | Even though funding fordhis, initiative from 2024/25

Retaining Bus
Drivers

onwards is proposed.to beseturried to'the Crown
through our baseling savings proposal, there is also
an underspend in, 2023/24 that ¢an be utilised for
reprioritisation(

Public Transport
Bus
Decarbonisation

s 9()(M(iv)

soOMWY, X~ &\Y
N YA U
.\

= underspendiin 2023/24 that can be utilised for
reprioritisation.

Residual funding associated with projects thiatihave beeh stopped or scaled

Auckland Light
Rail operating
funding

s 9(2)(f(iv)

QL
D
RN

N

As mentioned in paragraph 17, early estimates
suggest there is potentially s 9(2)(v) — available to
be returned from the wind up of ALR. You could
utilise part of this funding for your baseline savings
proposal, and reprioritise (or return) the remainder.

Clean Car
Discount

%~10.000

Following the end of the Clean Car Discount
Scheme, early estimates suggest there may be up
to $6 million available for reprioritisation (or return)
in 2023/24 once final rebates and redundancies
have been paid out.

Community
Connect —residdal
concessions
funding

~34.000

As part of the Mini Budget on 11 December 2023,
Cabinet returned all concession funding from
2024/25 related to the ‘half price under 25 year olds
and free under 13 year olds’ Community Connect
policy. The Ministry is working with NZTA and
Public Transport Authorities to wind up this policy,
but we anticipate that not all funding remaining in
2023/24 will be required.

Transport
Choices

34.000

As per your direction on 15 December 2023, NZTA
will be returning $124.1 million of uncommitted
Transport Choices funding (OC231056 refers).
Given the National Party Fiscal Plan assumed that
$90 million of Transport Choices funding would be
reprioritised towards the Supercharging EV
Infrastructure policy, this leaves $34 million
available for reprioritisation towards priorities of
your choice.

BUDGET SENSITIVE
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Approximate
total

s 9(2)(P(iv)

* Please note that these estimates have a moderate degree of uncertainty given we are only 60% of
the way through the financial year.

Table 6: Capital funding that could be used for reprioritisation

Initiative

Estimated CAPEX
funding available ($m)

Ministry comment

Removing (or
scaling) funding
appropriated for
coal hopper
wagons

retained for rolling stock

~38.000

(assumes $10m

contingency)

We note that KiwiRail have also identified this as &
reprioritisation opportunity that they would like to
utilise to fund the shortfall in Rail Network
Investment Programme funding.

42 While there is still uncertainty at this point about the true quantum ofifunding that will
be available for reprioritisation, the Ministry is confident¢hat theretis.sufficient leeway
to address at least some of the residual pressures mentioned.n_paragraph 40. We
suggest that you consider progressing the following-reprioritisation options:

Table 7: Ministry recommendations for reprioritisation

Residual pressure

$m recommended to
be funded through
reprioritisation

Rationale

Maintaining Critical
Frontline Prevention
and Safety Services at
Existing Levels

63.644°OPEX

Fully fead through
reprioritisation

Maintaining these services at current levels is a
vital element in the control of New Zealand’s
high drowning toll (relative to Western nations).

Ground Based
Navigational Aids
(GBNAs)

7A00(CAPEX

FullysMund through
reprioritisation

This funding would ensure the minimum
operating network for GBNAs is complete. If
unfunded, flights in regions without a GBNA will
be at heightened risk of becoming lost / crashing
if their GPS fails.

Severe Weather /
Emergency Responsg
Readiness, Resilience
and Recovery

Defer to await decision
on inquiry

s 9(2)(M)(iv)

However, you have full discretion to
suggest funding part, or all, of this initiative now
if it is a priority for you.

Health and Safety at
Work Act Delegations

No new funding
required

This initiative can be progressed through the
technical Budget process and will be fiscally
neutral to the Crown.

43 Any remaining funding allocated to 2023/24 that is not used for reprioritisation can
then be returned to the centre at the end of the financial year.

44 We note that our recommended approach implies that we would return funding in
2023/24 to be reallocated across future financial years. Treasury has advised us that

BUDGET SENSITIVE
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we are permitted to suggest such options, even though this may have a negative
impact on the operating balance before gains and losses (OBEGAL) position. The
rationale for this view is that the significant level of revenue funding proposed through
the GPS 2024 funding package (i.e. increases to Motor Vehicle Registration fees, and
increases to Fuel Excise Duty and Road User Charges from 2027) exceeds the level
of funding sought for reprioritisation to address identified pressures, thereby resulting
in a net positive impact on OBEGAL. Ultimately, the Minister of Finance will determine
whether she is comfortable with this approach.

Mechanism for seeking Cabinet agreement to reprioritise funding within baselines

45

46

The technical Budget process is the avenue through which you may seek to progress
reprioritisation of funding within baselines. This is a process parallel to the annual
Budget which enables Cabinet to consider fiscally neutral adjustments outside ‘the
scope of joint Ministers decision making delegations (e.g. establishing new thulti-year
appropriations, or changes to the scope of an appropriation).

If you indicate that you would like us to pursue either of the,above.reprioritisation
options, we will include these in our 8 March 2024 briefingto you, an technical
initiatives sought through Budget 2024. This will als.inelude.adyice on genuine
fiscally neutral adjustments (such as the uplift tof€AAN’s HSWA levy funding).

ACTION for Minister: Please confirm which repriaritisationptions you would like us to
progress or provide further information on.

Next steps

a7

48

49

We will meet with you at 1pm en Menday 12 February, as part of the weekly officials
meeting, to seek your feedback on,the proposed Vote Transport Budget 2024
package. In particular, we seek an indication of your comfort with / preferences for the
following:

47.1 Submitting the baseline savings proposal as drafted, and your preferred
approach for addressing the remaining shortfall

47.2 Treating OPEX savings from ALR Ltd in Budget 2024
47.3 Submitting the invited initiatives

47 .4\Reprioritising underspends and scaling of programmes to address unfunded
pressures.

The Ministry will provide you fulsome advice on the capital investments in Vote
Transport on Wednesday 14 February, to support your submission to Treasury.

Following submission, you will be invited to have a bilateral discussion with the
Minister of Finance on the Vote Transport baseline savings proposal and Budget
initiatives. The Ministry will provide you advice to support this discussion.

BUDGET SENSITIVE
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ANNEX 1: BASELINE SAVINGS PROPOSAL - DETAILED BREAKDOWN

Total Recommended reduction ($ '000’s)
funding
in app %
over redu
four ction
Appropriation | years Total rec. of
Agency (app.) ($°000’s) | 24/25 25/26 26/27 27128 reduction total | Comment from impacted agency on risks Comment from Ministry of Transport
Agency baseline reductions
Ministry Ministry of 215,097 2,793 2,708 2,627 2,627 10,755 5% | To deliver the proposed savings, the Ministry has reduced its establishment by, net 0f.24 roles Consistent reduction of 5% to agency baselines (excluding third
of Transport through a recent restructure, with a further 5-6 roles beingremoved by 30 June 2024. In addition party funded activities).
Transport | (Policy and to this, the Ministry will reduce its consultant and contractor spend and contintiesto reduce roles
Back-office from its establishment to operate within these targets.
Advice) - We note that operating at this funding level wilmeantheMinistry is upable'to assume any
Efficiency substantive new functional responsibilities witheutadditional funding,and/ or substantive
Return prioritisation of its existing responsibilities @nd,work’programmne.
Likely impacts include:
- Less timely and quality, policy ‘@dvice covering a more limited range of areas
- Reduced delivery/of official/Correspahdence
- Less emphasis,and’proactive work onthe administration and maintenance of the
regulatory and investment systems, creating potential risks of regulatory gaps and
reduced valué,.for money from the Vote.
New New Zealand 15,492 194 194 194 194 775 5% | No directimpact=NZTA are working'to identify the possible indirect impact of this, in particularly Consistent reduction of 5% to agency baselines.
Zealand Transport noting that the impact on them will be cumulative across the savings proposal.
Transport | Authority This will resuit in higher,NZTA overheads to be recovered from all funding sources. (e.9. NLTF and | The Ministry's view is that this level of reduction would be
Agency Regulatory regulatory),with flow<on impacts to the activities/outcomes these funding sources would otherwise | manageable within NZTA’s baseline. You may wish to write to the
Services have secured. There coulq glso be a minor impacf[ on thg r)umbe.r of Qlder drivers rgnewing their MNZ board to set an expectation that efficiencies sought through
(Policy and licenses, bqt we e)§p.ect this |mpagt would be relatively minimal given it would only increase by a the Initial Baseline Exercise are not to be cross subsidised.
Back-office carrespondingly ‘mifiimal amount (i.e ~5% of $13).
Advice) —
Efficiency
Return
s 9(2)(O(iv)
Improving 4,000 200 200 200 200 800 20% | Funding reduction reduces the programme management support by one FTE from 2024/25 - The Ministry is comfortable with NZTA'’s position that the
Resilience of 2027/28 (and future outyears), though this is subject to amendment. Funding reduction will Improving Resilience of the Roading Network initiative can be
the Roading reduce the level of oversight and management of the Crown Resilience programme by NZTA and delivered with one fewer FTE.
Network — reduce the level of service to the Ministry of Transport and Treasury with respect to progress and
Operating outcome re.port.ing. . o . _ .
Costs (Back- This redu.ctlon in FTE may mflqence timeliness of rgportmg or reporting quality but should not
office) - affect deliverability of interventions by local authorities.
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Efficiency

Return

Community 7,684 1,683 1,719 1,719 1,719 6,839 89% | These savings will arise from the reduction in the forecast numbers for Concessions for Community | Greater reduction due to part of the programme being stopped in

Connect Services Cardholders (CSC), and the end of the Under 25 half-price fares and Free transport for Mini Budget.

Programme under 13-year-olds on 30 April 2024.

Services The Ministry believes that $6.8m should be returned as this was

(Policy and NZTA have suggested an adjusted savings amount ($5.924 total) as the previous reduction administration funding approved in B23 for a scheme that has

Back-office suggested does not cover the agreed 2% overhead administration charge that will arise from the now been stopped (via the Mini Budget in December 2023).

Advice) - CSC and Total Mobility Concessions, which total $22m per annum. 2 percent of this is $440,000

Return of per annum. This 2 peroent_ aldministration charge is included as part of the signed funding We believe that retaining 11% of appropriated funding is

funding for agreement between the Ministry of Transport and NZTA. consistent to administer the existing scheme as it was before this

wound-back was expanded.

scheme
We consider that the 2% administration charge included in the
funding agreement is something that can be amended. This
funding agreement is currently being updated and so we
recommend proceeding with the savings identified (rather than
NZTA'’s suggested numbers).
Should further funding be required, it could be found by re-
prioritising within the Community Connect MCA.

Maritime Maritime 41,996 525 525 525 525 2,099 5% | Impacts will be on: Consistent reduction of 5% to agency baselines.

New Regulatory and Maritime security:

Zealand | Response - The removalof 1 Maritime Segtrity Advisor position (funded through Budget 23) that The Ministry's view is that this level of reduction would be
Service (Policy forms a key'part ofthe frontfinéyregulatory role on ports (e.g. assessing port security manageable within MNZ's overall baseline. There is a risk that
and Back- plans, fisk assessment,€xrcises) as well as managing emerging risks and threats. MNZ may try to utilise levies to cross subsidize the loss of Crown
office Advice) — - B 6&\ Y‘ funding, thereby failing to achieve the efficiencies intended by this
Efficiency exercise. You may wish to write to the MNZ board to set an
Return x/ AO expectation that efficiencies sought through the Initial Baseline

Exercise are not to be cross subsidised.
Maritime ‘operatignal policy advice:
- Theremayalof 2 regulatory operational policy roles and associated costs — a Principal
Adviserand a Senior Advisor who are: updating complex and outdated maritime rules to
reduce costs for operators, increase productivity, enable innovation, and deliver better
outcomes.
=== Will impact on priority regulatory work that supports Government priorities, fixing the out-
of-date rule set and our ability to work with new technologies. The sector are expecting
rule changes and we will be further limited in delivering changes as a result of reducing
Q~ capacity in our regulatory policy function.
C MNZ will not take any savings from two components of this appropriation (Search and Rescue
Coordination and Safety Infrastructure and Marine Protection services), as reductions here would
A impact their ability to provide 24/7 search and rescue coordination.

Civil Civil Aviation 9,365 158 118 96 96 468 5% | CAA do not plan to remove any activities in this appropriation as these are statutory or international | Consistent reduction of 5% to agency baselines.

Aviation and Maritime obligations or would create cost pressures for other agencies. The functions that could be impacted

Authority | Security by a reduction in Crown funding are: reduced capacity for Ministerial servicing, policy advice for The Ministry's view is that this level of reduction would be
(Policy and CAA and other agencies such as MBIE and HSWA, and potentially reduced international manageable within CAA’s overall baseline . There is a risk that
Back-office engagement (NZ's input into the costs and development of rules and process). CAA have also CAA may try to utilise levies to cross subsidize the loss of Crown
Advice) — signalled potential capacity issues to support Maritime Security at Ports. funding, thereby failing to achieve the efficiencies intended by this
Efficiency _ exercise. You may wish to write to the CAA board to set an
Return s 9()MV) expectation that efficiencies sought through the Initial Baseline

Exercise are not to be cross subsidised.
s 9(2)(f)(iv)

Total agency baseline reductions

BUDGET SENSITIVE

Page 2 of 4




BUDGET SENSITIVE

Programmes

New
Zealand
Transport
Agency

Retaining and
Recruiting Bus
Drivers
Funding -

65,200

Clean Car
Standard
Operation
(Back-office) —
Downsizing
Programme
Funding

KiwiRail

47,368

11,842

11,842

11,842

This work is designed to help make ttractive and therefore improve the
recruitment and retention of uce ces of another bus driver shortage. These
issues will still be discuss: t e Bu ditions Steering Group but it is likely that
progress will stall. Th avin uctlo wouId shift the burden of costs to councils and
PTAs, who are unI|k e tof is and therefore no progress will be made towards these

outcomes.
uct|on in un-co %Ject funding will descope Tranche 2 (focused on penal rates

and split hich is-like e welcomed by operators, but not by unions s 9@)@@v)

Potentiahi on recruitment and retention of drivers leading to increased chances of another
b age, with flow-on impacts to wider public transport usage.

Policy decision based on Minister’s direction. s 9(2)(f)(iv)
|

The Ministry recommends that this matter is discussed with the
Minister of Climate change prior to any decision being made to
reduce funding for this initiative, and that if funding is reduced for
this initiative, the initiative is removed from the Emissions
Reduction Plan. In accordance with previous advice, the Ministry
notes that the Government has a legal obligation to meet the
Emissions Budgets and will need to demonstrate it has
considered impact of removing this initiative (including how
Emissions Budgets will be met in the absence of this initiative).

11,842 00%

v
is package we propose that a user pays model be perused and that in the interim NZTA re-

rioritise existing regulatory funding to a scaled operating model. NZTA advise that there would be
trade-offs associated with this re-prioritisation but require more time to work through specific
impacts.

NZTA have proposed a 42% reduction in appropriation funding, which represents the lowest level
of funding NZTA requires to administer the scheme in its current form. To reduce costs further (i.e.
50%), the scope of CCS would need to be reviewed, requiring a change in Policy or a directive from
the Ministry of Transport (the Ministry).

Risks with reducing funding include; not having the required funding to upkeep the system, risk of
major disruption to the Import Industry, reputational risk if the system failed, no allowance for staff
growth or remuneration increases

BUDGET SENSITIVE

Policy decision based on Minister’s direction. Work is under-way
on implementing a user-pays model by July 2025 to fully fund
this.

This policy decision would stop crown funding and transition to a
user pays system.

Further advice on Clean Car Standard expenditure (including
FTE numbers) and initial advice on options to review the funding
model is attached in Annex 2
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Total programmes

Recommended reduction ($ '000’s) 6\ @E

24/25 25/26 26/27 27/28

Total
38,099 50,706 35,731 30,008 154,541

Target V
38,500 | 38,500 38,500 38,500 154,000 A@ Q

Variance -401 | 12,206 -2,769 -8,492 541 &\ E %

BUDGET SENSITIVE
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ANNEX 2: ADVICE ON CLEAN CAR STANDARD COSTS AND USER
PAYS OPTION

Further information on Clean Car Standard Funding and Scaling Options
. You previously directed the Ministry to provide advice on:

o The impact and feasibility of reducing the cost of administering the Clean Car
Standard Scheme by 50% of current appropriated funding levels,

o What the current funding is used for (including a breakdown of FTE su@

the Scheme), and $

o The implementation of a user pays model 4 0
. The below provides the FTE and funding breakdown re ted, &ZTA'S views on
a minimum level of funding for the Scheme é
. NZTA have advised that it would not be possibl stai y deliver the Scheme
for less than $6.8m per annum (a 42% redu 1‘4/ .
NZTA would implement this scaling thr, eduCﬁq ontingency and personnel

A breakdown of existing funding compared to

BUDGET SENSITIVE

Page 1 of 4



BUDGET SENSITIVE

o A breakdown of FTE currently employed to work on the Scheme, plus the proposed
model is shown below:

Function Current Proposed |
Operations provide front line support, manage system 17 s 9()MHIv)

issues & proactive work with industry e.g. industry
engagement.

Vehicle emissions team manage technical aspects of the | 7
scheme like validating Import documentation e.g. ensuring
emissions data is correct & monitoring of fraudulent

activities.

Performance & Compliance performance reporting & 5
analytics and monitoring regulatory compliance.

Regulatory (Border Entry) 1
Engagement & Partnerships 1
Commercial and Corporate 1

Further advice process for implementing a user pays maodel

o Recovering the administration costs from the vehicle industry;has the potential to
increase efficiency and contain costs

o The Ministry’s view is it would be feasibleg’tonimplement.a user pays model by mid
2025.

Status quo and potential changes to the<€CS

o Currently there are 3,169 vehiCle imparters that are required to comply with the CCS.
These range from largescateiimporters with established vehicle brands to small
operators focused on Online carimportation.

o Any proposed design shiftto“a-user- pays model will have to work for all importers
with a strong élement of co-design with the vehicle industry. While there may be
criticism fram.the sector that the shift to user-pays is already decided, the structuring
of how the’'costs will'be recovered across importers will be of high interest.

s 9(2)(f)(iv)

How a shift to a user pays model could be made

o There is a potential pathway towards implementing a user pays model for the Clean
Car Standard (CCS). This involves:

BUDGET SENSITIVE
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o After an analysis of the implications of moving to a user pays model and
engaging with the sector on potential costs, moving to a fully user pays model
from July 2025 when Crown funding ends.

o If required, a Bill to amend the Land Transport Act 1998.

o After careful consideration it is unlikely to be viable to move towards a scaled option
from July 2024 via Budget night legislation. It will take time to develop policy options
regarding potential fees of a user-pays system. A Cost Recovery Impact Statement
(CRIS) would also need to be completed. Given the high level of interest the industry
will show, thorough consultation will be required. Cabinet decisions on next steps
would be required, along with potential legislative change. It is not feasible to achieve
this by 1 July 2024. The policy development of a user-pays model can be undertaken
alongside the existing review of the CCS emissions targets and any subsequent
legislative change related to a user-pays model could be included in a Billkta"amend
the CCS emissions targets.

s 9(2)(h)

o~

Proposed timeframe forimplementing a user pays model

February o Minister diseusses approach to implementing user-pays Clean Car Scheme (CCS)
2024 with officials

¢ Officials"engage with vehicle industry on the review of the CCS emissions targets.
This.eould include discussion on a potential user pays option.

¢ Officials begin policy analysis with Waka Kotahi on design and implementation of a
user pays system

March ¢ Officials engage with domestic vehicle industry on user pays model, alongside

review of CCS emissions target
s 9(2)(f)lv)

June * Minister receives draft Cabinet paper on CCS targets, which includes seeking
agreement to move to a user-pays model

July » Minister receives policy approval Cabinet paper, regulatory impact statement (RIS),
Cost Recovery Impact Statement (CRIS) and climate impact of policy assessment
(CIPA)

e Cabinet policy decisions

BUDGET SENSITIVE
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Document 8

‘"2 TE MANATU WAKA

208

MINISTRY OF TRANSPORT

14 February 2024 0C240117
Hon Simeon Brown Action required by:
Minister of Transport Friday, 16 February 2024

CAPITAL PIPELINE REVIEW

Purpose

This briefing provides you with further advice on capital programmes)within VoteyTransport
and recommendations from the Ministry as to how initiatives could beAreated,in"the Budget
2024 Capital Pipeline Review.

Key points

The Budget 2024 Capital Pipeline Review is\an opporiunity to review capital
investments underway in Vote Transport,'eXxamine where cost pressures exist and
consider where savings can be made to addréssithese pressures. Treasury has
invited several NZTA and KiwiRail"initiativesdnto the Capital Pipeline Review.

There are significant cost pressures.inthe transport capital pipeline, some of which
will need to be addressed, in-Budget2024. The Ministry recommends the focus of
Budget 2024 is on addressing the"most critical cost pressures in the transport
pipeline. Specifically, the Ministry-recommends:

o providing for cost pressures that if not addressed are likely to lead to service
failare

o progressing-priority projects that are in the construction phase and
considering stopping projects that have not yet started as viable savings
oppartunities

6, Jpreserving optionality by ensuring key programmes have a sufficient level of
funding to progress necessary works until a new direction can be issued.

Propesed treatment of roading projects in Budget 2024

The Ministry partially supports NZTA’s proposal to seek no new funding for New
Zealand Upgrade Programme (NZUP) in Budget 2024 and manage cost pressures
within the existing funding envelope. The Ministry notes that further options to
address cost pressures could be generated by stopping project/s in planning / pre-
implementation phases.

The Ministry supports seeking Budget 2024 funding for North Island Weather Events
(NIWE) roading works, with securing funding to complete the response and recovery
phases being the first order priority.

BUDGET SENSITIVE
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o The Ministry notes that the current Roads of National Significance (RoNS) included in
the draft GPS 2024 is a significant programme of works. The draft GPS makes

provision for RONS to be funded from the State Highway Improvements activity class.
s 9(2)(f)(iv)

Proposed treatment of rail projects

o To preserve optionality whilst the Government confirms its priorities for rail and
address pressing risks on the metropolitan rail network, the Ministry recommends the
following funding (from reprioritisation) is provided to KiwiRail:

o s9(2)M(v) to support a credible 2024-27 Rail Network Investment
Programme (RNIP)

o s9)M(v) to complete the Auckland Rail Network/Rebuild 522)®)iv)
and one-year, of funding+for ‘catch up’
renewals and Auckland and Wellington Netwofk Management Plans local
share funding shortfalls.

o KiwiRail has identified s 92)®v) in savingsfrom existingsrail projects, of which the
Ministry considers s 92)(H)(v) is suitable to addreSs the above pressures. This
leaves a shortfall of s9@2)®v) that the Ministry’recommends is covered using

savings from the additional reprioritisation oppértunities included in last week’s
Budget advice [OC240075 refers].

o If you are comfortable with theMinistry’s reCcommendations, your agreement is sought
to submit this briefing to Treasury, alongside the Capital Pipeline Review templates,
by 1pm Friday 16 Febraary,

Recommendations

We recommend yod:

1 agree for all Capital Pipeline Review templates completed by NZTA and KiwiRail Yes / No
to be submittedto Treasury by 1pm Friday 16 December

2 agree for this briefing to be submitted to Treasury alongside the templates
referénced above Yes / No

3 note the Ministry will provide your Office a copy of your Budget 2024 submission
letter on the morning of Friday 16 February for review and signature

(a

David Wood Hon Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /

14 /212024

BUDGET SENSITIVE
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Minister’s office to complete: 0 Approved [0 Declined
[0 Seen by Minister [0 Not seen by Minister
[J Overtaken by events

Comments

Contacts

Telephone First contact
David Wood, DCE, Investment & Monitoring

Tim Herbert, Manager, Investment

BUDGET SENSITIVE
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CAPITAL PIPELINE REVIEW

Budget 2024 includes a Capital Pipeline Review

1 On 25 January 2024, you received a letter from the Minister of Finance outlining the
process for capital investments! in Budget 2024, which includes three components:

1.1 Capital Pipeline Review: A review of capital investments underway to identify
where scaling or stopping an initiative could provide savings for reprioritisation.
Treasury has invited seven New Zealand Transport Agency (NZTA) and eight
KiwiRail initiatives for review.

1.2 Capital investment cost pressures: An opportunity to seek additional funding
for capital investments experiencing cost pressures. To be considered,
agencies must confirm their approach for mitigating future-cost pressures and
propose how the current cost pressure could be addréssed with the'savings
identified above.

1.3 Capital investment new spending initiativgs: AN opportunity to submit new
capital initiatives critical to the delivery of corepubliciservices or to meeting
commitments in the Government’s Coalitions Agreements. For initiatives to be
considered, they must have been previously signalled to Treasury through the
quarterly reporting process and have a Cabinet approved business case.

2 All outputs for the Capital Pipeline Review must be submitted to Treasury by 1pm
Friday 16 February.

3 NZTA and KiwiRail have compléeted-savings, cost pressure and new spending
templates for the Capital Ripeline Review for submission to Treasury. A list of these
templates is provided'in Annex. I\(copies of the templates were provided to your
Office last week).cThese templates reflect the agencies’ view on prioritisation within
their areas.

4 This briefing providesdyou with a Ministry of Transport (Ministry) view on the Capital
Pipeline Review initiatives. This includes recommendations for how cost pressures
could be addressed through Budget 2024. The Ministry’s recommendations are
informed by a.rapid assessment and high-level prioritisation we have undertaken this
week. A'three-factor prioritisation framework was used which included: project status
(prezplanning, planning, delivery, complete), alignment with Government priorities
(high,'medium, low) and benefit-cost-ratio / value judgement (high as >2, medium as
-2y low as <1). Individual project assessments are provided in Annex 2.

5 If you support the Ministry’s recommendations, we suggest you submit a copy of this
advice to Treasury alongside the Capital Pipeline Review templates on 16 February,
to be considered by Treasury’s Budget 2024 Investment Panel?.’

1 Due to the treatment of Crown funding in Vote Transport, here ‘capital investments’ refers to both capital and
operating funding. Capital funding is typically used to fund transport assets that are owned by the Crown (e.g. the
construction and maintenance of the state highway network). However, Crown funding into the rail network is
typically operating funding. Treasury has invited a mix of capital and operating funded projects for consideration in
the Capital Pipeline Review.

2 In the week commencing 19 February, Treasury’s Budget 2024 Investment Panel will review Capital Pipeline
Review materials and provide advice to the Minister of Finance.

BUDGET SENSITIVE
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There are significant cost pressures in the transport capital pipeline, some of

which will need to be addressed in Budget 2024

6 Officials previously briefed you on the cost pressures in the land transport system
[OC230611 refers] and at the time of preparing that briefing signalled investments in
the land transport system exceeded $280 billion®. Decisions made by the
Government, such as stopping Auckland Light Rail, have brought down the signalled
level of investment to ~$200 billion.

7 Even with these decisions, there remains a gap between signalled investment and
approved funding with less than half of the funding required approved. Numerous
projects are unaffordable within current funding settings (both Crown and National
Land Transport Fund (NLTF) funding) and undeliverable within proposed delivery:
timeframes and current market capacity.

The Ministry recommends the focus of Budget 2024 is on addressingthe most‘eritical cost
pressures in the transport pipeline

8 Noting the tight fiscal environment, it is not feasible te’address all €ost pressures on
projects in the capital pipeline in Budget 2024. Alsg,.as‘the Government is yet to
confirm its priorities for all areas of the transport‘capital pipeline, it would be
premature to fund all cost pressures before considering the'alternative options
available (e.g. if rescoping or stopping work.is most @ppropriate). For these reasons,
the Ministry suggests the focus of Budget2024 is on;

8.1 Providing for cost pressures that if not'addressed are likely to lead to service

failure.

8.2 Progressing priority-projects that'are in the construction phase and considering
stopping projectsdhat have notyet started as viable savings opportunities.

8.3 Preserving eptionalityhyensuring key programmes have a sufficient level of
funding to-progress necessary works until a new direction can be issued.

9 Utilising therioritisation framework described in paragraph 5 and the three principles
noted abave, the Ministry has reached the following recommendations (summarised
in Tables 1 and 3, with additional commentary provided under these).

Recommended approach for roading projects

Table 1+, Proposed treatment of roading projects in the Capital Pipeline Review

Initiative

NZTA recommendation

Ministry recommendation

New Zealand Upgrade
Programme (NZUP)

NZTA advises there is
between $0.5-1.5 billion
in cost pressures on
the programme.

Seek no new funding in Budget 2024
and manage within existing $6.5 billion
funding envelope by:

e  Prioritising completion of projects
in construction and significant
projects in procurement.

Note the risks associated with NZTA’s
proposed approach, explore further
options (including stopping projects
in planning / pre-implementation
phase)

The Ministry partially supports NZTA’s
proposed approach. The Ministry

3 The $280 billion of investments are proposed to be funding from a range of different sources including Crown,
NLTF and Local Government contributions.

BUDGET SENSITIVE
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e Deferring decisions to proceed on
projects in pre-implementation
phase s 9(2)(#)(iV)

e Removing two projects from NZUP
(Whangarei to Port Marsden Safety
Improvements and South Auckland
Package — Manakau to Takaanini
Road Access and Safety) to
instead be considered for NLTF
funding through the GPS 2024
RONS programme.

supports removing the two projects from
NZUP as these are expected to be
superseded by projects in similar areas in
RONS. s 9(2)(#)(iv)

An alternative approach proposed by the
Ministry is to consider stopping a/some
project/s in the planning phase and
reprioritise funding for these to address
cost pressures on projects underway.

North Island Weather
Events (NIWE) works

There is insufficient
funding appropriated to
complete the state
highway and local road
response, recovery or
rebuild phases.

Seek Crown funding in Budget 2024 of:

e 59(2f)(iv) for local road
response and recovery

e  $0.609 billion for state highway
recovery

e s9(2)(H(iv) for state highway

rebuild

Seek Crown funding for NIWE works
(as an invited initiative)

The Ministry supports the provision of
Crown funding forthis purpese. The first
order priority.is'completing-the response
and re€overy phases.

Theounterfactual of no Crown funding
being approvedtis that NLTF funding
would need to be used, significantly
impacting.the delivery of essential
maintenance activities and potentially
other priorities in GPS 2024 including
RONS (see below).

Roads of National
Significance (RoNS)
programme

A new programme of
works within the draft
GPS 2024.

N/A — has not been raised in,Budget
2024 as a savings or<cest pressufe,

Retain GPS 2024 indicative allocation,
note interdependencies with above
pressures

The State Highway Improvements activity
class in the draft GPS provides funding of
between $3.8 billion and $6.3 billion over
2024-27 which will be used to fund
improvements to the state highway
network, including the RONS projects. If
there is insufficient Crown funding for
NIWE and NZUP projects, there is a risk
these are prioritised for NLTF funding,
reducing the level of funding available for
RONS.

New Zealand Upgrade Programme (NZUP)

10

NZTAhas identified a total cost pressure on its projects within NZUP of between

$@:5-1.5 billion. In December 2023, NZTA provided advice to Joint Ministers outlining
itS\proposed approach for managing these cost pressures within the existing $6.54
billion funding envelope [BRI-2919 refers] and has included this same approach in its
Capital Pipeline Review templates. NZTA proposes:

10.1 Continuing with the planned scope for projects in procurement. These projects
are the Queenstown Package, Papakura to Drury, Melling and Otaki to north of

Levin.

10.2 s9@MH)

BUDGET SENSITIVE
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in pre-implementation phase including South Auckland Package - Waihoehoe
Road and SH22 Drury upgrades and the Canterbury Package.

10.3 Removing two projects from NZUP and reprioritising the funding allocated to
these to address cost pressures on other NZUP projects. These projects are
Whangarei to Port Marsden Safety Improvements (with a funding allocation of
$270 million) and South Auckland Package — Manakau to Takaanini Road
Access and Safety (with a funding allocation of $375 million). The intention is for
these projects to instead be considered for NLTF investment as part of the
RoONS programme.

10.4 Of note, NZTA has already taken the decision (in September 2023) to
reprioritise the $375 million from South Auckland Package — Manakau to
Takaanini Road Access and Safety to Otaki to north of Levin.

The Ministry is partially supportive of NZTA’s proposed approaeh. The Ministry
supports NZTA'’s proposal to remove the two projects noted\above from NZUP, as it
is likely that related projects will be included in RoNS (as™per the current draft GPS)
which would supersede these existing NZUP projects:

11.1 RoNS includes a new state highway conneetion’betweenh Whangarei and Port
Marsden, which will deliver a modern read with impreved safety considerations.
This limits the rationale for carrying out safety improvements on the existing
road.

11.2 RoNS also includes the Mill Road projéeet, which would service a similar area as
the South Auckland Package »Manakau to Takaanini Road Access and Safety
project, but with an increased scope.-The Ministry will need to undertake further
analysis in the coming\weekson‘how the South Auckland package will been
impacted by Auckland Couneil-decisions on its development strategy.

However, there are risks with NZTA’s proposed approach that the Ministry wishes to
flag:

12.1 NZTIAqotes that'the projects in procurement (paragraph 10.1) are less
advanced and less certain from a cost perspective, with further funding
requirements flagged by NZTA. Experience across NZUP is that projects have
consistently exceeded cost estimates including P95 level and the Ministry
considers it would be prudent to budget for worst case scenarios across these
projects.

12,289 H )

An alternative approach for Ministers to consider is to rescope or stop any NZUP
projects in the pre-implementation phase to generate savings. Using the three-factor
prioritisation framework, projects in planning phase are the most appropriate
candidates (noting all NZUP projects have been scored as having high alignment with
Government priorities). These projects are listed in Table 2.

BUDGET SENSITIVE
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Table 2: NZUP roading projects in the pre-implementation phase
Funding Allocation
($m)

SH2 Melling Efficiency and Safety Improvements s9(2)() s 9(2)(1)
Otaki to North Levin

Papakura to Drury

Project Name

Cost Pressure ($m)

South Auckland Package

Whangarei to Port Marsden Highway safety 270

improvements

Canterbury Package s 9(2)(i) N
SH1-29 Intersection Improvements e I N
Takitimu North Link Stage 2 57 (P50) By &

14 While there are risks to scaling or stopping projects (e.g. potential legal issues and
costs and implications for partner investments), this option would ‘provide\savings for
addressing cost pressures on other projects, s9@)Mv) = V¥ TN

VA VRN "

North Island Weather Events (NIWE)

15 As indicated in the Budget 2024 advice pfovided t@ youdast week [OC240075 refers],
the Ministry supports NZTA’s NIWE initiativé being considered in Budget 2024. The
first order priority for additional fundinghis response and recovery works, to ensure
these phases can be completed.“The second order priority is funding for state
highway rebuild.

16 Crown funding remains théappropriate funding source for NIWE works as there is
insufficient discretionaryfundingiin-the National Land Transport Fund (NLTF) to fund
NIWE works without significantly~comprising other NLTF-funded maintenance works
and potentially otherprioritiesin GPS 2024 including RONS.

Roads of NationalSignificarice (RoNS)

17 The Roads of Natioral Significance programme includes projects on some of New
Zealand’s mest'essential state highways, and when complete, will reduce congestion,
improve gaféty, support housing development to address New Zealand’s ongoing
housing crisis, boost economic growth, and provide a more resilient roading network.

18 RoNS will be delivered over multiple GPS periods, and will need to make use of
alternative delivery models, and a broader range of funding options and financing
models. Whilst alternative delivery models, and financing will reduce the funding
required to deliver RoNS in the short term, additional funding will still be required to
cover any repayments.

Recommended approach for rail projects
19 Note: You have been provided separate, comprehensive advice on rail cost

pressures and the proposed treatment of ralil initiatives in Budget 2024 [0C240125
refers]. We suggest considering these briefings in parallel.

BUDGET SENSITIVE
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Table 3: Proposed treatment of rail projects in the Capital Pipeline Review

Initiative

KiwiRail recommendation

Ministry recommendation

Rail Network
Investment
Programme

Funding appropriated
and included in the
draft GPS 2024 is
insufficient to
maintain the RNIP
until decisions on rail
investment can be
made.

Seek 519(2)(H)(iV) to
deliver the RNIP in line with the
previous Government’s rail direction
and address inflationary cost pressures.

Propose s 9(2)(f)(iv)  of this be met
through reprioritisation from stopping
some programmes underway.

Please note this proposal assumes:

e a$120 million p.a. NLTF
contribution, whereas the draft
GPS 2024 includes $20 million p.a.

e that KiwiRail can reprioritise all
savings identified within baselines
towards their priorities (see
paragraph 24 for a further

Provide KiwiRail s 9(2)(#)(iv) in
reprioritisation to support a credible 24-
27 RNIP, until new direction for rail is
agreed

The Ministry proposes allocating & 22)0(V)
se@mm) of the reprioritisation recommended
by KiwiRail to deliver the RNIP. This would
provide KiwiRail baseline funding for the
RNIP s19@2)(f){(iv)

enabling it to produce
a credible RNIP for 24-27.

In the next 12 months the Ministry
suggests further work is donexto‘\confirm
the Governmerit's‘priorities*for rail, 5 9(2)(f)

D NV w

explanation on this). ~ Y '\
Metropolitan Rail Submit cost pressure initiatives for the Provide/KiwiRails'9(2)(f)(iv) in
Networks following: reprigritisationto complete Auckland
RNR, 5192)haY) and

Current metropolitian
(metro) rail works are
experiencing cost
pressures and
KiwiRail has identified
further ‘catch up’
renewals required to
lift the standard of the
network.

e  $159.2 million for the Auckland Rail
Network Rebuild (RNR). This
includes works worth completing
before City Rail Link (CRL)‘epens
to enable the benefits of CRLto be
realised.

*  s9(2)(M(v) LN A 4\
NV A\
e 59(2)M(ivs. for Auckland and

Wellington Network\Management
Plans (NMPs) local*share shortfalls

e _59W))v) gforicatch up’ renewals
in"Aucklandand Wellington

address\netro pressures in 24/25

Thewlinistry considers completing
Auckland RNR s 9(2)(f)(iv) ~ to be the
highest priority for funding in Budget 2024.

Not funding the catch-up renewals and
local share shortfall for Auckland and
Wellington NMPs risks network
deterioration, service disruption and
operating restrictions. The Ministry
recommends one year of funding is
provided for these works ($22.7 million for
NMPs, $85 million for catch up renewals).
This will help preserve optionality until the
Metropolitan Rail Operating Model
(MROM) review is completed. s 9(2)(f)(iv)

Both the RNIP andmetropolitan rail provide benefits to New Zealanders

20

The RNIP fixes and maintains thousands of kilometres of track and associated

infrastructure (e.g. signals, tunnels and bridges) that ensure a resilient and reliable
network for both rail freight and passenger services throughout New Zealand.

21

Rail freight is an important part of New Zealand’s supply chain, moving 18 million

tonnes of freight each year (13% of Net Tonne Kilometres, and transporting 25% of
exports). It supports productivity and business growth, and reduces emissions
(relative to road freight), road maintenance, congestion and road deaths. This is
estimated to generate $2.1 billion in economic value each year.

22

Metro rail also provides substantial value to New Zealanders — each year over 22

commuter trips are made in Auckland and Wellington and more than 900,000 tourists
use metro rail services.

BUDGET SENSITIVE
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23 You will have choices over the level of service expected from rail (including whether
there are more cost-effective modes of transport that the Crown could utilise) and the
relative prioritisation between freight and metro going forward, depending on the
benefits you consider most valuable.

Reprioritisation within Vote Transport could be used to address the most urgent rail cost
pressures

24 As noted in Table 3, KiwiRail has identified s 9@2)®H @) in savings from existing rail
projects listed below.

24.1 Reprioritising National Resilience Plan (NRP) funding approved for minor
resilience improvements to lines damaged in the NIWEs (saving $180.7 millien
operating)

24.2 Not proceeding with the purchase of coal hopper wagons.(saving-$38-million

capital)
24.3 59@)0) YA VIR "
24.4 S9RHI) SN V™

25 The first three reprioritisations have beenraised withyou previously in Budget 2024
advice [OC231061 refers]. However s#@)®é) »#  in savings are accounted for
elsewhere in your Budget 2024 package:

25.1 Thes9@)) 7.\ ~\) is
included in the Vote Trahsport.baseline savings proposal

25.2 The Ministry has recommeénded $7.7 million of the $38 million capital funding
from coal hopperiwagons/s reprioritised to support the purchase of Ground
Based Navigation Aids(GBNAs) for aviation.

26 s 9(2)(f)(iv) s 9(2)(f)(iv)

|- 9(2)(T)(IV)Q

N
NI

&,

27 Should you agree to KiwiRail's proposed reprioritisations, accounting for the $13.45
million in savings allocated elsewhere in the Budget 2024 package, this leaves

BUDGET SENSITIVE
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AR in savings available for reprioritisation ($180.7 million operating and

capital).

The §9@) () is almost sufficient to fund the Ministry’s recommended ° %AOM)
for the RNIP and s 9@2)(iv) for metropolitan rail pressures s 9(2)(@(iv)
total)*. There is a shortfall for s 9@)@H) . Options to address this shortfall include:

28.1 Utilising additional savings identified elsewhere in Vote Transport, raised
in previous Budget advice (Ministry preferred option). The Ministry has
identified approximately $154 million in operating savings outside of the
baseline savings exercise that can be used to address pressures in Vote
Transport, and recommends $63.644 million of this is used to maintain critical
frontline (drowning) prevention and safety services [OC240075 refers]. This
leaves approximately $90 million in savings of which some coule be used.to
address this s 92@)®H)(iv) shortfall for rail.

28.2 Providing no funding for Auckland RNR 9@y €4 pursuefunding
instead through GPS 2024. As investments in publi¢c transportithese cost
pressures could be funded from the NLTF, if prioritised by\the NZTA Board

s 9()(O) CAY &\ 'f RNR FSR0®

cost pressures were funded from the NLTF, the/Ministry’s proposed
Bugdet 2024 investment in rail would reduce to s o) , which is well
within the s 9@)(iv) in savings jidentified,

28.3 Seeking Crown funding. Noting/the operating allowance is constrained, you
could highlight to the Minister, of FinanCg that significant savings identified has
been identified (that can cover'90% of these proposed costs) and seek funding
from the operating allowance toaddress the remaining 10%.

Other projects to be aware of

29

30

City Rail Link (ERK) is currently forecast to be completed in November 2025. CRL is
currently fully, funded and on track to meet delivery timeframes. There has been no
indication-0f{d€lays.and/or cost overruns s9(2)() (i)

X \J - . . .
) Officials are aware that some rail level crossings will need to
be removed tao.get the full benefits of CRL 592))(iv)
I\ 5

.7 The full details and costings are not yet known, but the current
indications are that rail level crossings removals will be funded through the NLTF and
contributions from Auckland Transport.

You have signalled a commitment to continuing with a reduced scope for the
Additional Waitamata Harbour Connections project. This project is still in the business
case process, with the indicative business case having been completed last year.
Additional funding for the detailed business case is not yet confirmed.

4 The Ministry’s working assumption is that although operating funding is required to address these pressures,
demonstrating that equivalent savings have been made (across both operating and capital funding) could be used
to justify to the Minister of Finance why justify why equivalent total investment should be made to address these
pressures.

BUDGET SENSITIVE
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Next steps

31 All outputs for the Capital Pipeline Review must be submitted to Treasury by 1pm

Friday 16 February. If you are comfortable with the Ministry’s recommendations, your

agreement is sought to submit this briefing to Treasury, alongside the Capital Pipeline
Review templates.

32 Following submission, you will be invited to have a Budget bilateral discussion with

the Minister of Financ. The Ministry will provide you advice to support this discussion.
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ANNEX 1: LIST OF CAPITAL PIPELINE REVIEW TEMPLATES

NZTA templates

Budget 2024 Cost Pressure initiative for:

. New Zealand Upgrade Programme (NZUP)

Budget 2024 Capital Pipeline Review Savings initiative for:
o NZUP

Separately, NZTA has developed a Budget 2024 New Spending template for:
° North Island Weather Events (NIWE) Road Response, Recovery‘and Rebuild

KiwiRail templates

Budget 2024 New Spending initiative for:

e Rail Network Investment Programme (RNR)

Budget 2024 Cost Pressure initiatives for:

e Auckland’s Rail Network Rebuild (RNR)£3@)®Hv)

¢ Metropolitan Rail Backlags and Network Management Plans (NMPs)

Budget 2024 Capital Pipeline/Review Savings initiatives for:
. Rail Network InvestmentiProgramme (First 5 Years)

o Auckland’s'Rail Network Growth Impact Management (RNGIM) and Rail
Network.Rebuild

. North Island\Weather Events (NIWE) — Rail Resilience Improvements
. Wellington.Metro Upgrade Programme Il (WMUP 1) — Catch Up Renewals

° Wellington Metro Upgrade Programme IV — Unlocking Capacity and Improving
Resilience

° RNIP - Public Transport Infrastructure
° NZUP - Whangarei to Otiria and Wellington Infrastructure projects

. Hopper Wagons s 9(2)() Reprioritisation

BUDGET SENSITIVE
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ANNEX 2: INDIVIDUAL PROJECT ASSESSMENTS

The below tables summarise the projects that have been included in the Capital Pipeline Review. We have highlighted projects in grey, that the
Ministry see as opportunities for reprioritisation. The material in the below tables have been prepared at pace and will'need to be reviewed to
ensure the information is accurate and complete.

Before any savings can be realised, the Ministry will need to work with relevant agencies to fully. understand the implications of stopping projects.

New Zealand Upgrade Programme (NZUP) roading projects

) Alignment to Gov’t BCR / Value
Project Current cost ($m) | Cost pressure ($m) Total Cost ($m) '\ Status o )
priorities judgement
NZUP SH1 Whangarei to Port Marsden . . .
270 - 270 Planning High Medium (1-2)
H'way Safety Improvements
s 9(2)(i) N
NZUP O Mahurangi - Penlink @\/ QO\ Delivery High Medium (1-2)
NZUP South Auckland Package &\A E% Planning High Medium (1-2)
NZUP SH1 Papakura to Drury Q ?\ Planning High High (>2)
b~ )O~
NZUP Northern Pathway Westhaven to Unknown/ Not
51 1 52 Completed .
Akora applicable
_ 5 9(2)1( \J ) ) Unknown/ Not
NZUP SH1-29 Intersection Improvements Planning High )
applicable
NZUP Takitimu North Link Stage 1 f’& E Delivery High Medium (1-2)
NZUP Takitimu North Link Stage 2 57 - 57 Planning Medium (1-2)
BUDGET SENSITIVE
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) Alignment to Gov’t BCR / Value

Project Current cost ($m) | Cost pressure ($m) Total Cost ($m) | Status o .

priorities V judgement

(
NZUP SH58 Safety Improvements - Stage . .
Delivery igh Low (<1)
? \
™)

“‘

NZUP SH2 Melling Efficiency & Safety Imp ing N High Medium (1-2)
AD

NZUP Otaki to North of Levin > Plan@ High Medium (1-2)
NZUP Canterbury package ivery High High (>2)
NZUP Queenstown Package (prev. Grant . . .
Rd) Planning High High (>2)

Alignment to Gov’t BCR /Value

Project - .
priorities judgement

. Unknown/ Not
High

applicable
. . . Unknown/ Not
State Highway Recovery Delivery High .
applicable
Unknown/ Not
State Highway Rebuild High .
applicable

5 Note: this does not include the

BUDGET SENSITIVE
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L

Project

Current cost ($m)

RNIP - PT

Rail Network Investment Programme (first

Cost pressure ($m)

Total Cost ($m)

Status

Align@Gowt
vk rities

BCR / Value
judgement

Dﬁkefy “

\
@ High
D

Unknown/ Not
applicable

N %De.- <

=

Unknown/ Not

. . i Medium )
5 years of funding for Rail Network) s applicable
Rail Network Investment Programme - last . Unknown/ Not
. -planning Low .
5 years of 10 for Rail Network applicable
Rail Network Growth Impact & Auckland . ]
. Delivery High s9@0)
Metro Remediation
Wellington Metro Upgrade Programme || Delive High Unknown/ Not
i iv i
g P9 g i g applicable
Wellington Metro Upgrade Programme IV Delive High Unknown/ Not
i iv i
g P9 g i g applicable
National Resilience Plan - minor
. S . . . Unknown/ Not
improvements to rail lines to increase Delivery Medium .
. A applicable
resilience and reliability
) NS . . Unknown/ Not
Rolling Stock Delivery Medium .
applicable
Unknown/ Not
Low .
applicable
High
Wiri to Quay Park - Third Main 318 ‘ — ‘ Delivery High

S
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. Alignment to Gov’t BCR / Value
Project Current cost ($m) | Cost pressure ($m) | Total Cost ($m) Status o .
prlow judgement
(
Papakura to Pukekohe 359 60 419 Delivery \ igh
. . Q\ L
Drury Rail Stations 495 74 569 Bbknng N High
D R
. . . V _&\I ) Unknown/ Not
Wellington Railway Station Safety Plan High .
?i applicable
244
. . . . Unknown/ Not
Wairarapa Rail Upgrades nning High .
\ applicable
Py
Capital Connection Carriage N
) 27 Completed
Refurbishment
. . . ) Unknown/ Not
Whangarei to Otiria 90 Delivery High )
applicable
. Unknown/ Not
High .
applicable
4
. « . . Unknown/ Not
Ashburton Freight Hub 25 <"' 25 Delivery High .
J ?N applicable
. &A
BUDGET SENSITIVE
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8 March 2024 0C240209
Hon Simeon Brown Action required by:
Minister of Transport Monday, 11 March 2024

BUDGET 2024 BILATERAL MEETING ADVICE

Purpose

This briefing provides you with advice on your Vote Transport Budget.2024 package and
talking points to support your Budget bilateral meeting with the Minister of Finance,
scheduled for 2.30pm on Monday 11 March 2024.

Key points

o Budget bilateral meetings are an opportunity.for yau t0 advocate for your Vote
Transport investment priorities, and negotiate the initiatives (and associated funding)
that will be included in the final Budget\2024,.package. You will meet with the Minister
of Finance for half an hour on Monday 11 March 2024, to discuss the 26 initiatives
included in your significant Budgetspackage; and the reprioritisation options you are
considering for your technical’Budget ‘package.

o The Ministry of Transport (the Ministry) suggests that you focus on the following:

o Initial Basgline ExXereise: confirm the savings initiatives that comprise your

proposal. § 9@)MivN,
M~

T (Y This initiative was included on a principled basis, but the
Ministry, agrees that the risks and costs associated with operationalising these
savings outweigh the benefits to the overall baseline savings proposal. You
will still achieve your baseline savings target of $154 million over four years
without this initiative.

o> North Island Weather Events Response, Recovery and Rebuild: seek
funding for rebuild options given the potential for efficiencies in investment
that reduce the draw on Crown funding in the long term.

o Civil Aviation Authority liquidity facility: propose scaling options, including
requesting support to carry forward underspends of $45 million to offset the
funding request for 2024/25, 59(2)#(iv)

o Capital Pipeline Review: test appetite to utilise reprioritisation of baseline
funding to address immediate metropolitan rail pressures, and preserve
optionality for investment in the Rail Network Investment Programme.

BUDGET SENSITIVE
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o Technical Budget: seek support to reprioritise up to $223.894 million of
savings to address residual cost pressures in Vote Transport, including
maintenance of existing Surf Life Saving NZ and Coastguard NZ services,
addressing cost escalations on the purchase of Ground Based Navigational
Aids, and funding for rail related pressures.

o We also seek your agreement, in principle, to utilise Clean Car Standard revenue
generated in this financial year to cover the New Zealand Transport Agency’s costs
associated with administering the Clean Car Standard scheme in 2024/25 while
further work is undertaken to transition to a user-pays model.

o In addition to the submitted Vote Transport Budget 2024 package, we understand,you
are interested in considering options for funding emergency towage vessels in the
Cook Straight. The Ministry will provide you with an initial summary and assessment
of options to consider for a potential late Budget bid by Friday 15 March. Bepending
on the option you wish to proceed with, there may be sufficientfunding available from
reprioritisation to fund this (in full or in the short term). s9@N ) £ N/

<) o>
) <\
MY SO We will
provide you with additional talking points on this ipitiative by.midday Monday 11

March 2024 in case you intend to raise this with the Minister of Finance at your
Budget bilateral.

Recommendations

We recommend you:

1 agree in principle that'Clean CarStandard operating costs in 2024/25 be funded Yes/No
at a reduced level of $6.9 million/Via a Section 9(1A) funding request to reprioritise
Clean Car Standard. revenue

5 S9MOW) Q:J Q v Yes/ No

Qapdd

Davidi\Weod Hon Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /
8/3/2024
Minister’s office to complete: O Approved U] Declined
I Seen by Minister L1 Not seen by Minister

[ Overtaken by events

BUDGET SENSITIVE
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Comments

Contacts
Name Telephone First contact

David Wood, DCE, Investment & Monitoring

v

Tim Herbert, Manager, Investment

Attachments
Attachment 1: Budget 2024 Vote Transport package
Attachment 2: Budget 2024 rail portfolio view \FE

BUDGET SENSITIVE
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BUDGET 2024 BILATERAL MEETING ADVICE

Summary of the Vote Transport Budget 2024 package

1 The Budget 2024 process requires portfolio Ministers to submit two packages of
initiatives for consideration:

a) asignificant Budget package, which includes initiatives seeking new Crown
funding (whether this be for new initiatives or cost pressures), and initiatives that
identify savings to be returned to the centre

b) atechnical Budget package, which includes changes to appropriations that.are
technical in nature (i.e. fiscally neutral) and cost pressure initiatives that were*not
invited into the significant Budget process but are proposed to be fundedthrough
reprioritisation of baseline expenditure.

2 On 16 February 2024, you submitted your Vote Transport'significant Budget package
comprised of the following:

Budget track No. of OPEX CAREX TOTAL
templates ($m over four ($miover ten ($m)
years) years)
Initial Baseline Exercise 11 (254.541) - (154.541)
. . s92)&)(iv
Invited new spending / 2% i
cost pressures O\
Capital Pipeline Review 9 savings (180.700) (38.000) (218.700)
&
3 pfessures i@ W)
1 new capital
TOTAL 26

* Note we have notlincluded GPS2024 as this was not an invited new spending initiative, but decisions on
funding will be pre-commitments-against Budget 2024.

3 Please note the above table represents total funding proposed by agencies; it is not a
recommendation from the Ministry or yourself that all requested funding should be
approved by the Crown.

4 In addition to the significant Budget package, you will be required to approve a
package of initiatives for consideration through the technical Budget process, which is
due in CFISnet on 20 March 2024. The Ministry has provided separate advice on this,
outlining options to utilise underspends to address Vote Transport cost pressures that

were excluded from the significant Budget process [0C240213 refers].

Budget bilateral meeting

5 On Monday 11 March 2024, you will be meeting with the Minister of Finance for your
first Budget bilateral discussion. Budget bilaterals are an opportunity for you to

BUDGET SENSITIVE

Page 4 of 17



BUDGET SENSITIVE

negotiate with the Minister of Finance the initiatives that you would like to see
included in the Crown’s final package for Budget 2024.

This briefing provides you with an overview of the options and risks associated with
each Budget track, the Ministry’s view on the recommended level of funding to
support through the Budget process, and suggested talking points / Q&As for your
discussion with the Minister of Finance (please see Annex 1). We have also attached
an updated version of the Budget 2024 Vote Transport package summary A3s in
case you wish to use this at the Budget bilateral to guide discussion (please see
Attachment 1).

Initial Baseline Exercise

7

10

11

In her 21 December 2023 letter, the Minister of Finance set a baseline savifigs target
for Vote Transport of $38.5 million per annum, which representsia 7.5%.redtction to
an eligible operating baseline of $513 million.

You have submitted a baseline savings proposal thatitentifies $154.541 million of
savings through a combination of agency baseline reduections and'reductions to
Crown-funded programmes, thereby marginally exceeding\the Vote Transport savings
target of $154 million over four years ($38.5 miillion per anaum). Please see Annex 2
for a summary of the eleven initiatives includedvin yaurproposal.

The eligible operating baseline includéd.significant one-off funding which created
challenges to identifying ongoing savings of#$38.5 million (noting that this represents
a real reduction of 15.2% by 2027/28 rather than 7.5%). To address this, savings
have been distributed unevenly over the forecast period (i.e. greater savings
delivered in earlier years,.with*engoing‘savings of $30 million per annum) to align with
the diminishing baseline funding profile for Vote Transport. In real terms, ongoing
savings of $30 milliornr per annunirepresents an 11.6% reduction to in-scope
appropriations by:2027/28,

Consistent with.the intent of the Initial Baseline Exercise, your savings proposal
consists exelusively.of genuine savings for the Crown and does not count savings
related todhe Goverpment Policy Statement on land transport 2024 (GPS 2024). If
you include thelrevenue! and efficiency expectations? associated with the draft GPS
2024 (whieh,subsequently eliminate the need for $716 million of operating grant
funding-Currently included in Crown forecasts), savings from Vote Transport far
exceéed-the target set, and ongoing savings increase to $130 million per annum.

Below we provide information on residual risks associated with the Vote Transport
baseline savings proposal that you may wish to discuss with the Minister of Finance.

Clean Car Standard administration costs in 2024/25

12

In line with your direction, the baseline savings proposal suggests returning 100% of
Crown funding associated with Clean Car Standard (CCS) operating costs, with the

1 The draft GPS 2024 proposes increasing the Motor Vehicle Registration licence fee by $50 over two
years, and increasing Fuel Excise Duty and Road User Charges by 12c from 1 January 2027.

2 The draft funding package for GPS 2024 assumes that the New Zealand Transport Agency reduces
overhead expenditure by 7.5%, 5 9(2)(®)(iV)

BUDGET SENSITIVE
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15

16

17

18

19

BUDGET SENSITIVE

expectation that operating costs are recovered on a user pays basis from 1 July 2025
at a significantly reduced level of expense.

Assuming all Crown funding for CCS operations is returned from 1 July 2024 and the
user pays model comes into effect on 1 July 2025, this creates a funding gap for CCS
operating costs in 2024/25.

The New Zealand Transport Agency (NZTA) has advised that it could scale operating
costs by a maximum of 42% (e.g. reducing from $11.8 million to $6.9 million), which
represents the lowest level of funding required to administer the scheme in its current
form.

As outlined in previous advice [OC240075 refers], the Ministry recommended
investigating reprioritisation of existing Section 9(1A) regulatory funding to address
CCS operating costs in 2024/25. NZTA receives funding under Section 9(1A).of the
Land Transport Management Act 2003 to support its regulatory-function;, currently
there is $34.87 million approved for 2024/25.

NZTA has since advised that any reprioritisation of SeCtion’9(1A) regulatory funding
would compromise the delivery of core regulatory functiens, and increase the risk of
regulatory failure reoccurring (which was the driver fer approving the Section 9(1A)
funding in the first place). s 9@)@ OV NN
l\ y l(/l

€/ Y 7N\ Given time constraints and
limited information on the variation in¢isks andérade offs from NZTA, the Ministry has
been unable to validate the true impact of reprioritising Section 9(1A) funding.

As an alternative, NZTA has&uggestedyutilising existing CCS revenue that is
generated from importer fees exceeding credit offsets in any given month. As of
February 2024, the CCS scheme has-generated $5.5 million of revenue. Even with a
conservative assumption‘that ¢gevenue continues to accumulate at a rate of $350,000
per month, this weuld-generate $6.9 million of CCS revenue by year end, which will
automatically pe~added t© the National Land Transport Fund (NLTF). This level of
funding would be’sufficient'to cover CCS operating costs in 2024/25, and could be
redirectedhio,fund such costs through a Section 9(1A) funding request approved by
yourself and the Minister of Finance.

The Ministy,supports the use of CCS revenue to cover short term CCS operating
expensesy and notes that the current expectation that CCS revenue is spent on
‘green-projects’ would be fulfilled given the purpose of the scheme is to incentivise
behaviour change through increasing availability of low and zero emissions vehicles.

Subject to your agreement in principle to use this funding for operating costs in
2024/25, we can develop financial recommendations that draw down funding from the
NLTF in 2024/25 through Section 9(1A). s 9@2){H(V)

Public transport programme reductions

20

The Vote Transport baseline savings proposal includes the return of uncommitted

Crown funding forff)%(vz)) public transport initiatives:

BUDGET SENSITIVE
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2
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26

27
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a) Retaining and recruiting bus drivers — short term co-funding to support
increases in base wages, split shift allowances, penal rates, §92)®(iv)

b) © 9(2)(A(iv)

We anticipate that work on retaining and recruiting bus drivers may slow down or
even cease in the absence of Crown investment. PTAs are expected to be unwilling
to fund these improvements in full, and while PTAs would be able to seek funding
from the NLTF Public Transport Services activity class (up to $2.31 billion in the draft
GPS 2024) for further improvements to wages and conditions, the imperative forthe
NZTA Board to consider such improvements has weakened given we are no\longer
experiencing a national bus driver shortage.

We also note that the Minister of Immigration is seeking agreement from Cabinet to
implement targeted changes to the Accredited EmployerWork Visa. This includes
seeking agreement to shut down the work to residence pathways for bus drivers
under the transport sector agreement. s 9(2)()()

s 9(2)(9)()

We note that there is sufficientvheadroom within the Public Transport Services activity
class to consider improyements_towages and conditions, but this would be subject to
NZTA Board decisions.

s 9(2)(P(iv)

s 9(2)()(iv) NZTA
has advised that PTAs are anticipating increases to fares due to:

a) rising operational costs (e.g. fuel and wages, contract costs to cover operator
investment in new fleet and infrastructure)

b) the need for increased user contributions to go towards the continued upkeep and
growth of public transport services, and

BUDGET SENSITIVE
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c) an anticipation of less central government funding from the NLTF being available
for public transport services.

Invited new s

=

32 Given significant pressures on Budget allowances and the Government’s commitment
to fiscal su.gg,jg ility, the Minister of Finance has restricted invitations for new
c

cost pressure initiatives

ost pressure initiatives to those considered most urgent.

spendin&

33 O@ cember 2023, Vote Transport was invited to submit two new spending
'\ es

Qﬂ North Island Weather Events Response, Recovery and Rebuild (time limited
funding)

b) Civil Aviation Authority liquidity funding (time limited funding).

34 While not a formal Budget initiative, we were also instructed to develop a placeholder
bid template for GPS 2024 funding decisions, as funding agreed by Cabinet will
impact Budget 2024 allowances. Based on the current draft funding package, we
expect decisions on GPS 2024 to result in $716 million operating currently committed

BUDGET SENSITIVE
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in forecasts to be returned to the Crown, and up to $1.955 billion capital to be sought
from the multi-year capital allowance.

35 Below we provide an overview of your two new spending initiatives and our advice on
funding that we recommend be sought through Budget 2024.

North Island Weather Events Response, Recovery and Rebuild (time limited funding)

36 NZTA has submitted a new spending initiative that seeks
| for the ongoing response, recovery, and rebuild of New Zealand’s state
highway and local road network following the North Island Weather Events (NIWES)

in early 2023. Specifically, funding is sought for: \R

Initiative Yb
g

Local road response and recovery

State highway recovery

37 The Ministry ic.kupportive of all funding being sought through Budget 2024 given the
significani ing impact that the NIWEs have had on transport connectivity for

affecte unities. Existing temporary fixes remain susceptible to damage in
futu ther events, and access / service level restrictions impinge on economic
p ivity, well being and safety.

38 @ve note that due to local council resource constraints, local road response and
recovery costings carry a high degree of uncertainty. This does not diminish the need
for funding certainty to be provided, but you may wish to explore with the Minister of
Finance whether there is appetite to appropriate short term funding now, §9@)®H@v)

39
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43

Civil Aviation Auth

44

45

46

BUDGET SENSITIVE

uidity Funding (time limited funding)
The Ci wztlon hority (CAA) has submitted a Budget bid for so@@@v)
operating funding in Budget 2024 which includes $91.2 million to address the forecast
gap betweg_p rating costs and levy revenue while the CAA funding review is
underw,

Th Ni%try agrees that, based on current Border Executive Board (BEB) passenger
rgo volume forecasts, the CAA would have insufficient revenue to cover
enditure in 2024/25, and continuation of the liquidity facility is appropriate until

AA’s expected return to cost recovery in 2025/26.

However, the Ministry recommends a scaled level of funding ($46 million) is pursued
for CAA for the following reasons:

a) CAA is forecasting an underspend of $45 million in 2023/24 liquidity facility
funding that could be carried forward to 2024/25 to offset operating costs.

{
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47

48

49

50

51 If you support the scaled
ensure that the draw o
with the liquidity faci '&ou can e an expenditure cap on the CAA so that if its
revenue perform (Q/Bett expected over 2024/25 (or costs incurred are less
n f reduces by a commensurate amount. This will ensure

expenditure.i p(&thr ghout 2024/25 and CAA uses levy revenue first.

Capital Pipel$ Re ie@

52 The Capital*Pipeline Review (CPR) process has been established to test whether
existi apital projects are aligned with Government priorities, have a strong focus
on or money, and are consistent with fiscal, agency and market capacity.

53 \ 5 January 2024, the Minister of Finance invited Vote Transport to provide advice
n seven NZTA capital projects (all related to the New Zealand Upgrade
Programme)® and eight KiwiRail projects®*. Advice sought included:

3 Invited NZUP projects include: Melling Intersection (Riverlink), Otaki to North Levin, Queenstown
Package, South Auckland Package, SH1 Whangarei to Port Marsden Highway Safety Improvements,
Canterbury Package, and Papakura to Drury.

4 Invited KiwiRail projects include: Wairarapa Rail Upgrades, Rail Network Investment Programme
(first 5 years of funding for Rail Networks), Rail Investment Growth Impact and Auckland Metro
Remediation, National Resilience Plan — minor improvements to rail lines to increase resilience and
reliability, Wellington Metro Upgrade Programme 1ll, Wellington Metro Upgrade Programme 1V, Rail

BUDGET SENSITIVE
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a) Savings opportunities. If an initiative was invited as part of the CPR, they were
required to complete a savings template to identify opportunities to scale,
rephase, or stop projects.

b) Cost pressures. Agencies were permitted to signal any cost pressures related to
investments in delivery, including options to cover such costs through
reprioritisation / savings.

c) New capital initiatives. Agencies were also permitted to submit new capital
initiatives for consideration if they are critical to delivering core public services or
meeting Coalition Agreements.

Below we provide an overview of all initiatives submitted by both NZTA and KiwiRail
in response to the invite from the Minister of Finance, and the Ministry’s advice on
funding that we recommend be sought through Budget 2024.

New Zealand Transport Agency

55

56

S7

NZTA submitted one cost pressure template for NZUP signalling ¢ost escalations
s 9(2)(i) and one savipgs‘template ottlining options to
manage escalations within existing baseline funding.so@)i ™

You and the Minister of Finance met with NZTA¢/Treasury; and Ministry officials on 29
February 2024 to discuss NZUP, and have agreegd:to the following cost containment
options proposed by NZTA:

a) All projects in delivery and procurement;«and two projects currently in pre-
implementation,® will be conipleted.to.their current scope s 9(2)()

b) Two initiatives® will be pauséd-once pre-implementation is complete, and current
funding associated with,the/projects will be retained as additional programme
contingency.forprojeetsdnparagraph 56a. This is anticipated to generate
approximately $0.190 hillion of contingency. These two projects will only proceed
to procurement iffdnding becomes available in future.

c) Two paused projects’ will be removed from the NZUP programme (noting that the
preferredyscope of these projects may instead be considered as part of the Roads
of National Significance programme), and funding reallocated across the NZUP
programme to address pressures.

N@ additional Crown funding is therefore required for NZUP through Budget 2024,
and the Minister of Finance has been clear that future cost escalations are to continue
to be managed within baselines.

Network Investment Programme — Public Transport Infrastructure, and Northern Package —
Whangarei to Otiria.

5 Pre-implementation projects include South Auckland Package — Waihoehoe Road, and Canterbury
Package — Rolleston Upgrade.

6 Canterbury Package — SH76 Brougham St, and South Auckland Package — SH22 Drury Upgrade.

7 SH1 Whangarei to Port Marsden Highway, and South Auckland — Manukau to Takaanini Access and

Safety.

BUDGET SENSITIVE
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KiwiRail

58 KiwiRail has submitted eleven initiatives to be considered through the Capital Pipeline
Review:

a) Eight savings templates (as required by the invite from the Minister of Finance)
outlining potential savings of $180.7 million OPEX, and $38 million CAPEX.

b) Two cost pressure initiatives requesting funding of se@®ay — to
address metropolitan rail pressures.

c) One new capital initiative requesting baseline funding se@@may
the Rail Network Investment Programme (RNIP).

59

60
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s 9(2)(P(iv)

TOTAL

Savings initiatives ($m) OPEX CAPEX TOTAL
North Island Weather Events (NIWE) — Ralil resilience 180.700 - 180.700
improvements

Coal Hopper Wagons - 38.000 38.000

s 9(2)(P)(iv)

Ministry recommendation for investment in rail through Budget 2024

61 As mentioned in paragraphs 58b and 58c, KiwiRail is seeking s9@2)®(iv) to

address:

a) Cost pressure 1: cost escalations related to Auckland’s Rail Network-Rebuild (a
programme of work to upgrade the Auckland rail networksin preparation for the
opening of the City Rail Link) s9@)(@)(iv) N A

b) Cost pressure 2: §9@2)H(i) investment to‘begin addressing the backlog of
deferred renewals on the metro rail network, ‘and to covernthe local share shortfall
for Network Management Plans (NMPs) dué to councils being unable and / or
unwilling to contribute their funding share.

c) New capital: baseline funding forthe"RNIP;g 22))iv)

62 The Ministry’s recommended.lével of investment in rail pressures is described in the

table below.
Rail pressure Funding | Ministry recommendation
sought
($m)
Auckland’s Rail WZXQ s 9 (IV)
?éf,ﬁlvgrskgg?(%ld\l,l)d . O The RNR programme s 9(2)(f)(iv) ' are addressing urgent track
and infrastructure renewals and supporting improved train
< control operations. Both have increased in cost, by $159 million
4

for RNR (of which $65 million relates to works critical for Day
One operations of City Rail Link) s 9(2)()(iv)

KiwiRail has sought funding from both the Crown and the NLTF
to address the RNR §9(2)(f)(iv) ~ cost increases. These are likely
to be a priority for the NZTA Board, but as the Crown cannot
direct the Board to approve NLTF funding, there is a risk no
funding is provided. § 9(2)()(iv)

Metropolitan Rail s 9N V)

Backlogs and
Network
Management Plans

While these may not be works that the Crown would fund in the
long term (particularly the NMP local share shortfall), continued
underinvestment in metro maintenance and renewals has left
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the rail network in a fragile state. Without funding, there is a
significant risk that line closures and speed restrictions will be
required.

Providing one year of funding ensures immediate service risks
are managed, and preserves optionalitys 9(2)()(iv) when
the Ministry will have completed the Metropolitan Rail Operating
Model (MROM) review, and you will be able to take decisions on
your long term plans for metro funding. If you agree with this
approach, we advise that clarity be provided to Greater
Wellington Regional Council and Auckland Transport that Crown
funding for their share of NMPs is a one off arrangement to find
a practical way forward while long term affordability issues are
worked through, and that they will be expected to pay their
share in future.

Rail Network
Investment
Programme

s 9() (M)

In late March 2024, KiwiRail will be providing you with*advice on
freight network investment scenarios¢These scenarios will
inform your decisions on the level of service you expect from
KiwiRail, and consequently the fanding thatiwould be required to
support that level of service. KiwiRdil will then be required to
deliver a new RNIP for 2024/25+2026/2 7\that reflects your
priorities for rail and prefetreddeveliofiinvestment.

To ensure you have flexibility to take' decisions on an
appropriate level,of funding, the€ Ministry recommends
progressing a placeholder’amoudnt of $200 million operating for
RNIP. This wouldvprovide optionality to increase KiwiRail’s total
baseline funding for,the RNIP from ~$800 million to ~$1 billion.

s 9(2)(N(VI=R(2)() Y‘
L
S
o
Q&

63

64

In total theyMinistry-reeommends that 5§ 9@2)®(iv) be provided to address ralil
pressuresiin Budget2024. This could be achieved through progressing the s9@0
of rail'savings options identified in paragraphs 58 and 59 (noting that this
would require-s9(2)/(iv) of CAPEX funding associated with coal hopper wagons
and 220 t0 be swapped for OPEX funding), supplemented by $40.4 million of
reprigritisation from agency underspends in 2023/24. Please see the Technical
Budget package section for further explanation on reprioritisation of underspends.

Taken together, the Ministry’s recommended approach for addressing metro and
RNIP pressures mitigates the need for new Crown funding to be sought in Budget
2024. For more detailed advice on rail investments proposed through Budget 2024,
please see Attachment 2: Budget 2024 rail portfolio view.
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Technical Budget package

65

66

67

Alongside you significant Budget package (i.e. proposals relating to the Initial
Baseline Exercise, invited new spending / cost pressures initiatives, and the Capital
Pipeline Review), you will have the opportunity to submit a technical Budget package.

Traditionally the technical Budget process is used to make changes to appropriations
that are technical in nature (i.e. establishing new multi year appropriations or fiscally
neutral transfers between financial years). However, this year you are permitted to
submit technical initiatives that have significant policy implications, providing they are
funded through reprioritisation of baseline expenditure.

Our companion briefing, 0C240213, provides fulsome advice on the technical Budget
process, savings identified for reprioritisation, and options to utilise savings te fund
residual Vote Transport cost pressures. For completeness we provide a summary of
this advice below, given the reprioritisation opportunities identified are likely to be
discussed at you Budget bilateral.

Funding potentially available for reprioritisation

68

69

70

The Ministry has identified at least $223.9 million-of savings that could potentially be
utilised for reprioritisation towards Vote Transport,cost pressures that were not invited
through the significant Budget process.

We are confident that $89.2 million ofthis funding is readily available for you to utilise,
as there are no conditions attached to their yse. However, at least $134.7 million of
identified savings either have prior agreement from Cabinet to be returned to the
centre, or are tagged to fundd/ther Goverament policies (specifically the
Supercharging EV Infrastructureé policy), Please see Annex 5 for a breakdown of
identified savings and their, status:

You may wish to negotiate with'the Minister of Finance the utilisation of the $134.7
million ‘at risk’ ,savings, depending on the cost pressure initiatives and preferred level
of investment that you wish to advocate for in the technical Budget process.

Ministry recommendation, on use of reprioritised funding

71 The Ministpyhas analysed residual cost pressures across Vote Transport and
identified\four initiatives that are candidates for funding through reprioritisation. These
initiatives, and our recommended level of funding, are as follows:

Cost pressure Funding Funding Ministry recommendation
sought recommended
($m) ($m)

Ground-Based 10.000 10.000

Navigation Aids

(GBNAs)

Maintain critical frontline 63.644 63.644

prevention and rescue
services at existing
levels (Surf Life Saving
NZ and Coastguard)
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Severe Weather 26.606 - Defer

Response, Resilience Await Cabinet consideration of the

and Recovery government inquiry into the response to the
North Island severe weather events, §9(2)

(H(v)
We note that Section 9(1) funding is also
a viable alternative funding source.
. s 9(2)(f)(iv)

Rail Network Investment 40.400

Programme As outlined in paragraph 63, this funding
would supplement existing rail reprioritisation
funding, bringing RNIP funding in Budget
2024 to $200m.

Total 114.044

Scenario 1: Claim only readily (89.186) Reprioritisation would be insufficientto fund

available reprioritisation all initiatives.

Difference 24.858

Scenario 2: Claim all funds identified (223.894) Reprioritisation wouldoe sufficient to fund all

for reprioritisation initiativesy with $309:85 remaining to

: poténtially retdrn to the centre.
Difference (109.850)
72 To fund these initiatives at the level recommended by the Ministry, you would need

73

the Minister of Finance’s agreement toutilise $24.858 million in savings from
initiative/s we consider ‘at risk’. Given the qdantum required, you may only need to
seek her agreement to retain funding from ane further reprioritisation initiative.

If you were able to retain all'funds identified for reprioritisation, funding available
would exceed the Ministry’s recommendations by $109.85 million. You could:

a) return this funding.to the'centre to offset the cost of your invited new spending
Budget initiatives (i.e{ CAA liquidity funding, or NIWE Response, Recovery and
Rebuild funding),,or

b) increase funding allocated to the cost pressures identified above.

Next steps

74

Based on the outcomes of your meeting with the Minister of Finance, and any further
discussions on the Vote Transport initiatives that are proposed for inclusion in the
final Budget 2024 package, we will develop for your consideration:

a) Financial recommendations that enable Cabinet to agree significant and technical
funding decisions (due 16 April 2024).

b) Estimates of Appropriations for 2024/25 with new or updated performance
measures for any initiatives proposed to be approved in Budget 2024. Given
transport is considered a ‘forecasting department’, Estimates of Appropriation will
be due on 26 April 2024.
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ANNEX 1: TALKING POINTS FOR EACH BUDGET TRACK

Initial Baseline Exercise

1 We have made significant savings in Vote Transport since the start of our term. We
stopped several low priority initiatives in the Mini Budget, returning $1.340 billion in
operating funding and $0.453 billion in capital funding.

2 In confirming the new draft GPS, we have been able to reduce the draw on Crown
allowances and can return $716 million operating to the centre. The draft GPS 2024
includes additional revenue for the NLTF of $530 million over three years from
increasing the Motor Vehicle Registration (MVR) fee and a further $360 million‘over
three years from planned increases to FED and RUC from January 2027.

3 Generating operating savings within Vote Transport has been challeging due to the
limited ongoing operating funding available in the Vote,@and a portien of this often
being linked to capital projects. There is also a significant amaount, of time-limited
funding in the Vote, which inflated the eligible base.used to calculate my ongoing
savings target.

4 My Vote Transport baseline savings propesal includes $154.5 million of savings
initiatives; a combination of reductions.toxagency baselines and Crown-funded
programmes. This marginally exceedsd¢he VotexTransport savings target of $154
million over four years ($38.5 millieh per anum), with savings distributed unevenly
across years to reflect the dimihishing baseline. It includes ongoing savings of $30
million per annum, an 11.57%¢reduction’to in-scope appropriations in 2027/28.

5 To meet the intent of the Initial Baseline Exercise, my savings proposal consists
exclusively of genuifne savingsferthe Crown and does not count savings related to
GPS 2024.

Potential question<from NMoF Response

Your baseline savings proposal | In drafting GPS 2024, | have ensured there is sufficient

includesso@)M@v) = funding in the Public Transport Services activity class
R (up to $2.31 billion over 2024-27) to maintain existing
improvements’te_bus driver public transport services. This includes continuing to

wages and coenditions. Will work | fund bus driver wages at the increased rates supported
in these areas continue without | with the committed Crown funding for bus driver wage
this Crewn funding? improvements. Local councils can seek funding from
this activity class for further improvements to wages
and conditions, though funding would be subject to
NZTA Board decisions.

Similarly, local councils can seek funding from the
NLTF Public Transport Services activity class s9@)®

with funding again (Béing
subject to NZTA Board decisions.
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Why are you proposing
significant scaling to Clean Car
Standard (CCS) administration
costs?

| support the user pays principle and consider it
appropriate for vehicle importers subject to the CCS to
pay for the administration of the scheme, rather than
Crown funding.

| have instructed the Ministry and NZTA to begin work
on a user pays model that can be implemented by 1
July 2025. Reflecting my direction, | propose all Crown
funding for administration is removed in Budget 2024.

| want to incentivise NZTA to administer the CCS more
efficiently. | expect the user pays model to generate
less revenue than the costs incurred by the Crown to
operate the scheme currently, and that NZTA will
deliver the scheme with this reduced level of funding.

How will NZTA manage CCS
administration costs in 2024/25
before a user pays model can
be implemented?

| propose removing NZTA’s Crown fundingfor CCS
from 24/25 to meet my baseline&avings target. As the
user pays model will not be“implemented-until 25/26, |
propose allowing NZTA 10,us€ revenue from the CCS
fee to cover administration/Costs in 24/25.

The aim of the CCSfee is to-incentivise importers to
increase the volumeé ofdow and zero emissions vehicles
being imported,with.fees.on high emissions vehicles
being offset by credits for low and zero emissions
vehicles. However,\if importers do not import sufficient
low and zerg.emiissions vehicles to offset their fees,
revenue is_generated for the CCS scheme. In 23/24
NZTA expects to receive $6.9 million in fee revenue.
This js-treated as land transport revenue and used to
fund-=green projects’ from the NLTF, however it is a
negligible amount in relation to the NLTF and not
currently tagged to be spent on current or future NLTP
projects.

To do this, we will need to agree to allocate this funding
for this purpose under s9(1A) of the LTMA.

s 9(2)(N(v)
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Do you have any additional
savings that could be included in
your proposal?

| expect there to be operating savings associated with
winding up Auckland Light Rail Ltd, of which
approximately s92)(®)(iv) | intend to
utilise this funding for reprioritisation to offset other Vote
Transport cost pressures, but if you would prefer, this
could contribute to my baseline savings proposal.

s 9(2)(O(iv)

Invited new spending initiatives

North Island Weather Events Road Response; Recaovery and Rebuild

6

Our government is committed,te_supportingicommunities impacted by the North
Island Weather Events. A year on, communities are still dealing with the effects of
these events, with transport.connectivity limited and roads with temporary fixes
remaining susceptibleste, damage-infuture weather events.

I note the prograrmmeée-of works'to complete the response and recovery phases is
large and allowances aréconstrained. The previous government did not provide
sufficient fuhding to gomplete works necessary to bring the state highway and local
road networks to presNIWE levels. NZTA has estimated the additional funding
required in Budget-2024, however it has had to make some significant estimates for
local road werks, NZTA relies on information from councils, of which some are
resource,constrained and have not been able to provide more accurate costings. The
fact these‘are estimates does not diminish the need for funding certainty now.

s 9(2)) (W
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Potential question from MoF

Response

What would the consequence
be if funding for local road
response and recovery is sought
from the NLTF rather than new
Crown funding?

The draft GPS 2024 assumes that Crown funding will
be provided for NIWE works and there is no provision
for these works in the activity class ranges.

The Local Road Operations activity class has a funding
range of $800 million to $1.5 billion over 2024-27 and
NZTA forecasts approximately $1.23 billion in local road
operations (including planned maintenance on local
roads across New Zealand, not including NIWE or
emergency works), leaving insufficient headroom to
also fund NIWE local road works.

If no Crown funding is provided, NZTA will ne
prioritise funding for NIWE above other activiti
proposed for the Local Road O jons @/ity class
and across the National Land ramme

e
(NLTP). This could mean is Ie&& ing available
a

to respond to future em e nd operational

Funding is sought over several
years. What would be the
consequence of providing time-
limited funding?

activities. O‘)

-~
Providing time-li it&mn i uld require NZTA to
come back to th wprin the future to seek the

additional f . W, e purposefully phased
across s ears toveflect expected market
deliveral . We'should not assume that the NLTF can
pick«u.kcosts i re years (e.g. in the next GPS

iod).
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What would the consequence The draft GPS 2024 assumes that Crown funding will
be if funding for state highway be provided for NIWE works.

response and recovery and/or
rebuild is sought from the NLTF Should Response and Recovery funding not be secured, works
rather than new Crown funding? | restore the network would need to be funded by the NLTF

significantly compromising other NLTF-funded works or | ?@the
state highway and local road network i rable

n a;substanda
state. 4

X
Civil Aviation Aut)-Q@ui ,fu&nding

10 My priority.is ens the Civil Aviation Authority’s (CAA) reliance on Crown funding

ends as soo ossible. CAA’s funding review is underway and through this

million to address the forecast gap between operating costs and levy revenue
| am recommending this is scaled to $46.2
million, by allowing CAA to carry forward $45 million of underspends against the

liquidity facility in the current financial yearso@@iy

11 C@requesting §9@)Mm  operating funding in Budget 2024, which includes
2
d

12
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15 We can place requirements on CAA’s use of the $46 million/operationfunding that
ensures Crown funding is used only where necessary. We,can place‘an expenditure
cap on the CAA so that if its revenue performs better than expected over 2024/25,
Crown funding provided reduces (as has been done-pfeviouslywith the liquidity
facility). This will ensure expenditure is capped throughout,2024/25 and CAA uses

levy revenue first.

Potential question from MoF

Response

Given CAA has $45 million in
underspends from 2023/24, why
do they need more funding in
Budget 20247

CAA’s; $45 millien underspend is a flow on effect of
revenue performing better than forecast and
recruitmentfor/some vacancies proving more difficult
than expected in the previous financial year (2022/23).

CAA-has used Border Executive Board (BEB)
passenger and cargo volume forecasts to calculate its
farecast revenue for 2024/25 ($175.915 million). When
compared to CAA’s projected operating costs
($275.549 million), a funding shortfall of $91.177 million
remains. The $45 million underspend can address
almost half of the funding shortfall but not all.

Are you confidentthat'CAA will
not be expanding their service
levels through.this initiative?

CAA has assured me it is not expanding its service
levels with this funding.

The Budget 2024 initiative assumes a 24/25 budget of
$275.5 million, which is $20.5 million greater than it’s
23/24 budget, reflecting the increase in costs CAA
faces to maintain existing services. The increase is due
to several factors including CPI adjustments to its
software costs, building and airport leases and rents,
insurance, and wage inflation.

s 9(2)(P(iv)
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s 9(2)(f)(iv)

Capital Pipeline Review

New Zealand Upgrade Programme and rail related pressures

16

17

18

19

20

21

We recently took decisions for NZTA to manage cost pressures\within NZUP. My
expectation is NZTA will now manage NZUP cost preSsures within its existing funding
envelope and will not seek further Crown support.to.complete’the programme.

KiwiRail has identified significant cost pressures/acress its metropolitan and freight
networks. My priority for Budget 2024 is€nsuring.sufficient funding is provided to
avoid significant service disruption, whilst preserving optionality until we can confirm
our priorities for rail. The cost pressures on the metro rail network are the most
pressing and if we must prioritise, should-receive funding first.

The Auckland Rail Network 'Rebuild{(RNR) programme & 9(2)® )

are addressing urgent track and infrastructure
renewals and supportingimproved train control operations.ff)(iv) have increased in
cost, by $159 million.for RNR (of which $65 million relates to works critical for Day
One operation,ef €RL) and€ 9(2)(iv)

KiwiRail has/seught fuhding from both the Crown and the NLTF to address the RNR
s 9(2)()(iv)

Nalso recommend that we provide one year of funding to address other metro
pressures: network renewal backlogs ($85 million) and Network Management Plans
(NMPs; $22.7 million) local share funding shortfall. These are not necessarily works |
expect the Crown to fund in full in the long term, especially the NMPs local share
shortfall. However, | do not see alternative funding sources and am concerned that if
no funding is provided, services will be impacted (line closures and speed restrictions
required) before we are able to confirm our metro rail priorities and preferred level of
service going forward.

Providing one year of funding preserves optionality s 9(2)®) (V) , when the
Ministry of Transport will have completed the Metropolitan Rail Operating Model
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review, and we will have better information to make long term decisions on metro

funding.
22 KiwiRail is seeking s 9@))iv) for the Rail Network Investment Programme (RNIP),
s 9(2)(H(iv) We need more time to

confirm our priorities and preferred level of service for the rail freight network, so my
priority for Budget 2024 is to maintain optionality whilst this further work is done.

23 | am receiving advice in late March on scenarios for operating the rail freight network
at different levels of service, which will inform the contents of the new RNIP that | will
need to consider and approve before the start of the next financial year. To ensure we
have flexibility to take decisions on the appropriate level of funding, | suggest that we
progress a placeholder contingency of $200 million operating (funded through
reprioritisation from rail projects and other underspends in Vote Transport) for the
RNIP. Depending on the level of analysis | am presented with in late March\2024, |
may want to front load funding so that activity in 2024/25 remains more ‘similar to the
activity levels over the past few years. s9@)®(iv)

24 My rail recommendations total § 92)®(iv) KiwiRail hasnideéntified s9@)®(iv) in
reprioritisation opportunities (from NIWE rail resilience warks, s92))iv)
and coal hopper wagons) that would fund*93%fof' my recommendations (I note a
capital to operating funding swap would ‘b€ required.for some of the reprioritised
funding to be used). | propose fundingthe $4074 million difference from reprioritisation
in other areas of Vote Transport.

Potential question from MoF Response

What would the consequence In thesabsence of additional funding for renewals, given
be if no Crown funding was end-of-life assets on the Auckland and Wellington
provided for metro rail? metro rail networks, KiwiRail will increasingly need to

turn to putting in place operating restrictions to ensure
safe operation on the metro rail network.

What would thé gonsequence KiwiRail already have ~$800m available for future

be if no additional Crown investments in the rail network. The additional funding
funding was providedfor RNIP? | reflects a judgement between giving KiwiRail enough
funding certainty to revise their business plans in a
timely manner, while signalling a lower level of funding
long-term.

s 9()(M(v)
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Technical Budget (i.e. reprioritisation)

25 | have identified $223.9 million in underspends and additional potential savings in
Vote Transport. | have considered all cost pressures and fiscal cliffs that remain
within Transport and have prioritised those that are the most immediate and critical.

26 From this list, there are three initiatives | suggest are considered for funding via
reprioritisation in Budget 2024

26.1 Maintaining Critical Frontline Prevention and Safety Services at Existing Levels
(funding for Coastguard and Surf Life Saving NZ) ($63.6 million)

26.2 Ground-Based Navigational Aids (GBNAS) ($10 million)

26.3 RNIP ($40.4 million, alongside $159.6 million reprioritised from other tail
projects, to make $200 million total).

27 After funding these initiatives there would be $110 milliop-temaining.This funding
could be returned to the centre or used to offset the draw,oh the opérating allowance
from my invited initiatives.

Potential question from MoF Response

What does the $223.9 million in | s9@®m@) &, isAundifigrém stopping work on

underspends and additional projects:

savings include? e ( Transport Choices
#~.Clean.CarDiscount

There-may be an additional $30 million related to

stopping‘work on Auckland Light Rail, but further

decisions)are required before a true figure can be

confirmed.

E9R)M(v) " is underspends in 23/24:

¢ Retaining and Recruiting Bus Drivers

e Public Transport Bus Decarbonisation

e Community Connect (CSC holders concession)

e Ministry of Transport underspend
There may be an additional $14 million for Maritime
New Zealand (MN2Z) liquidity facility underspends, but
this will only be made available if MNZ’s funding review
is approved by Cabinet this week.

Do any 6f‘these savings relate Our Supercharging EV Charging policy included a $90
to qurfiseal plan or Coalition million reduction in the Transport Choices appropriation
Agreements? to fund EV charging investment. From stopping
Transport Choices | have found $149.9 million in
savings, $59.9 million more than we had assumed in
our fiscal calculations.

The Coalition Agreement with ACT states that robust
cost benefit analysis will be done to inform our
proposed investment. 592)()(iv)

BUDGET SENSITIVE
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s 9(2)(f(iv)

Our Fiscal Plan committed to ending funding for
Auckland Light Rail. When we formally cancelled ALR
in December 2023, we returned $98 million capital to
the centre. | expect there to be operating savings of
approximately s9@)®(iv) ' once we wind up ALR Ltd. |
intend to utilise this funding for reprioritisation to offset
other Vote Transport cost pressures in my technical
Budget package.

Why does the Crown need to
support non-government
organisations? (Coastguard,
Surf Life Saving NZ)

Coastguard and Surf Life Saving NZ are funded from a
mix of Crown funding, land transport revenue,
fundraising and grants (gambling, lotteries). | am
cognisant of ensuring providing further Crown_funding
does not increase these NGOs’_reliance the, Crown. |
want to sure NGOs remain motiyated t@”attract funding
from other sources.

If no funding is provided_ inBudget 2024, it is unlikely
alternative revenueqwill.be found/(as demand for grants
has increased and,fundraising revenue decreased).
This would impact serviee provision with a potential flow
on effect taourdfowning\toll.
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ANNEX 2: SUMMARY OF SAVINGS INITIATIVES

Agency Title Proposed savings ($’000) % reduction of total
appropriation
24/25 25/26 26/27 27/28 TOTAL

Agency baseline reductions
Ministry of Ministry of Transport (Policy and Back-office) — Efficiency Return 2,793 2,708 2,627 2,627 10,755 5%
Transport
New Zealand New Zealand Transport Authority Regulatory Services (Policy and Back-office) — 193 193 193 193 772 5%
Transport Efficiency Return
Agency s 9(2)(H(iv) %v \‘

Improving Resilience of the Roading Network — Operating Costs (Back-office) — 200 200 200 200 800 20%

Efficiency Return

Community Connect Programme Services (Policy and Back-office) — Return of funding 1,683 1,719 1,719 1,719 6,840 89%

for wound-back scheme (but 100% of funding approved

in Budget 2023)
Maritime NZ Maritime Regulatory and Response Service (Policy and Security) — Efficiency Return 525 525 525 525 2,100 5%
Civil Aviation Civil Aviation and Maritime Security (Policy and Back-office) — Efficiency Return 158 118 96 96 468 5%
Authority
Programme reductions
s 9(2)(f)(iv \J
New Zealand M) \) o~§
Transport — D ~> y 4 . . . . . .
Agency Retaining and Recruiting Bus Drivers Funding © 9(2)(0@ * ‘ \ -
P

Clean Car Standard Operation (Back-office) — Downsizing Programme Funding ‘ 11,842 ‘ 11,842 ‘ 11,842 ‘ 11,842 ‘ 47,368 ‘ 100%

KiwiRail s 90 N ] A
N
TOTAL ’ 38,099 ‘ 50,705 ‘ 35,730 ‘ 30,007 ‘ 154,541 ‘
BUDGET SENSITIVE
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ANNEX 5: POTENTIAL FUNDING AVAILABLE FOR REPRIORITISATION
THROUGH THE TECHNICAL BUDGET PROCESS

Initiative Operating Comments on surplus funds
savings $m

Readily available

Ministry of Transport  8.000 Underspends are due to a combination of turnover related
to the Ministry’s restructure, and explicit decisions to delay
recruitment while we confirmed the Government’s prioriti‘e%

Recruiting and 17.100 Even though funding for this initiative from 2024/25 \b‘
Retaining Bus onwards is proposed to be returned to the Crown t g
Drivers our baseline savings proposal, there is also an @spend
in 2023/24 available for reprioritis \\
. s 9(2)(f)(iv) ) ) A \J
Public Tra_nsp_ort Bus s 9(2)(f)(iv) I\ v - AN
Decarbonisation 7N/ v
V ?‘ an underspend
in 2023/24 available f rioritisation.
. Lo
Transport Choices 59.860 The Superchar Infra ture policy states that $90
(above that notionally million of sayings ffom @port Choices will be
tagged to in the reprioritis charging infrastructure. Stopping
Supercharging EV future rt Ghoices projects has generated $149.860

Infrastructure policy) million in savi believe you can readily claim the
%9. milli r reprioritisation.
: ' N, AU
Total readily s 92O <O Q
available " Q N

V4 A 2
Requiring negotiation (' ) :

e ‘
Transport Choices &OO <<‘As noted above. The Coalition Agreement with ACT states
(amount specified in & that robust cost benefit analysis will be done to inform

the Superchargin - future investment in EV infrastructure. s 9(2)()(iv)

EV InfrastructuéQ- Q
policy) O
—y
<&
Y

Community. ect 34.708 The Ministry is working with NZTA and PTAs to wind up this
(2023/24 policy, but we anticipate that not all funding remaining in
under @ 2023/24 for concessions will be required. As per CAB-23-
MIN-0490, this funding is intended to be returned to the
é centre.
Clean Car Discount 10.000 Following the end of the Clean Car Discount Scheme,

estimates suggest there may be up to $10 million available
for reprioritisation (or return) in 2023/24 once wind up is
complete. This number will be updated to reflect latest
available information ahead of submission, but as with
Community Connect, residual funding is intended to be
returned to the centre.

BUDGET SENSITIVE
Page 1 of 2
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Auckland Light Rail TBC The wind up of ALR Limited is dependent on the disposal of
land and Cabinet approval. It is anticipated there will be
s 9(2)(f)(iv) funding available to be

returned to the Crown ahead of the company closing, but

further decisions are required before a final figure can be

agreed. As per CAB-23-MIN-0496, any residual funding is
intended to be returned to the centre.

Maritime New TBC We recommend returning funding only if Cabinet approves
Zealand (surplus MNZ’s fee review. MNZ have indicated surplus funding
liquidity facility available to return of up to $14 million, subject to Cabinet
funding) approval of their updated fees and charges.

Total requiring 134.708 G

negotiation .
Grand total s 9(2)(P(iv) *\v -
~ k .\

BUDGET SENSITIVE
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Document 10

Attachment 1: Budget 2024 Vote Transport package

Overview of Budget bids submitted through each track and potential discussion points

Page 1

The Crown Budget process typically involves portfolio Ministers submitting two packages of initiatives for consideration. The first is the significant Budget package (i.e. initiatives that requestinew, Crown funding and reflect potentially significant
policy decisions, whether these be cost pressures, new spending, or saving initiatives) and the second is a technical Budget package (i.e. appropriation changes outside the scope of CO 18(2) but which are technical in nature, such as
establishing new multi year appropriations or fiscally neutral transfers between financial years). Budget 2024 is unique as the Minister of Finance has established a strictly invite-only process+or the significant Budget package which limits the
number of initiatives that can be considered for new Crown funding. However, the scope of the technical Budget process has expanded such that portfolio Ministers are permitted to'réguest reprioritisation of baseline funding to address cost
pressures or fund new initiatives even if these have not been invited through the significant Budget process.

The following A3s provide an overview of the three tracks for the significant Budget package (Initial Baseline Exercise, invited cost pressures / new spending initiatives, and the €apital Pipeline Review) and the technical Budget package,
including the Vote Transport initiatives included in each track, and potential discussion points for the 11 March 2024 Budget bilateral.

Significant Budget package

o Initial Baseline Exercise (savings)

Vote Transport was asked to identify operating savings of $38.5 million per annum from 2024/25, (7.5% of eligible baseline funding). We have
submitted 11 savings initiatives for consideration, representing $154.541 million in savings over the forecast period (average of $38.6:million
per annum). Savings are distributed unevenly over the forecast period, and we have proposed ongoing savings of $30 million,peannum.

Operating savings submitted 16 February 2024

Agency baseline reductions*
Ministry of Transport — Efficiency Return

NZTA Regulatory Services — Efficiency Return
s 9(2)(P(iv)

Improving Resilience of the Roading Network — Operating Costs — Efficiency Return
Community Connect Programme — Return of administration funding for wound-back scheme

Maritime Regulatory and Response Service — Efficiency Return

Civil Aviation and Maritime Security — Efficiency Return

Programme reductions

s 9(2)(M(iv)

Retaining and Recruiting Bus Drivers Funding

Clean Car Standard Operation (Back-office) — Downsizing Programme Funding

s 9(2)()

TOTAL

Notes

* All agency baseline reductions proposed
represent a 5% cut to relevant appropriations,
except for: ‘Improving resilience of the roading
network’ (20% cut, as signalled by NZTA), and
the ‘community connect programme
administration funding’ (100% reduction of admin
funding associated with the ‘half price public
transport for under 25 year olds and free public
transport for under 13 year olds’ policy ending).

s 9(2)(P(iv)

2.793 2.708 2627 2,627 10.755
0.193 0.193 0.193 0.193 0.772
A 4
N> D
0.200 0.200 0.200 0.200 0.800
1683 1.719 1.719 1.719 6.840
0.525 0525 0.525 0.525 2.100
0.158 0.118 0.098 0.096 0.468
Q N ( \ N
h S ‘ N4
11.842 11.842 11.842 11.842 47.368

X
D

s 9() (M)

Discussiompaoints

Clean,Car Standard operating costs will be funded via user pays from 2025/26. Costs
in 2024125 are proposed to be met through reprioritisation of land transport revenue
generated by the Clean Car Standard scheme.

Savings from s 9(2)()(iv)

The Ministry s 9(2)(f)(iv)

recommend that this initiative be removed from the

baseline savings proposal. We note this only reduces your savings by (sf)szi(vz)) SO you
will still achieve your target of $154 million over the forecast period.

Invited cost pressures and new
spending initiatives

In her letter on 21 December 2023, the Minister of Finance invited you to submit two new
spending initiatives: North Island Weather Events Road Response and Recovery (time-
limited funding), and Civil Aviation Authority Liquidity Funding (time-limited funding).

NIWE Response, Recovery and Rebuild (time limited funding)

NZTA are seeking s 9(2)()(iv) for
the ongoing response, recovery and rebuild of the state highway and local road network.
Please note the proposed funding would be sufficient to s 9(2)(#)(iv)

f(-_ tions for NIWE initiative OPEX CAPEX Total ($b
s iV

s 9(2)(M(v) s 9(2)(P(iv)

Scaled option 2 (response and recovery funding only) 0.609

CAA Liquidity funding (time limited funding)

CAA are seekings 9(2)(f)(iv)  in liquidity facility funding in 2024/25 which would provide
§9(2)(M(iv) to bridge the gap between revenue and cost while their funding review is
agreed and implemented, and s 9(2)(f)(iv) . There are options to
reduce the quantum sought by a) allowing carry over of $45 million in underspends from
2023/24, and b) considering alternate mechanisms s 9(2)(f)(iv)

Discussion points

» Funding NIWE response and recovery is a priority to ensure transport connectivity in
affected regions can be restored to pre-NIWE service levels. s 9(2)(f)(iv)

. We note local council cost estimates
carry a high level of uncertainty, s 9(2)(#)(iv)

» If your preference is for the CAA to consult (via their funding review) s 9(2)(f)(iv)
the CAA Budget bid can be reduced to s 9(2)(f)(iv) = There are also
mechanisms to limit the draw on Crown funding throughout 2024/25 by using the liquidity
facility as an expenditure cap (i.e. if revenue performs better than expected, the draw on
liquidity funding is reduced).
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Significant Budget package, continued
Overview of Budget bids submitted through each track

e Capital Pipeline Review

The Capital Pipeline Review (CPR) process is designed to ensure capital projects are aligned with
Government priorities, have a strong focus on value for money, and better match fiscal, agency, and market
capacity. Agencies with medium and high-risk investments in planning and delivery stages have been invited to
submit three types of advice:

1. Review of investments to identify reprioritisation options. If an initiative is invited to be part of the CPR,
agencies must complete a savings template for that initiative. This is the only compulsory part of the CPR.

2. If relevant, identification of cost pressures for investments in delivery, including options for how
reprioritisation could cover any such costs.

3. Submission of new capital initiatives if initiatives are critical to delivering core public services or to
meeting commitments made in Coalition Agreements.

On 25 January 2024, Vote Transport was invited to provide advice on seven NZTA capital projects (all related
to the New Zealand Upgrade Programme)® and eight KiwiRail projects?. This A3 provides details on the advice
that was submitted for consideration on 16 February 2024, decisions taken to date, and the Ministry’s
recommendations to manage remaining pressures within baselines.

New Zealand Transport Agency

New Zealand Upgrade Programme None, but options provided 0.5-1.5 billion

Given all seven initiatives required of NZTA related to NZUP, one savings template and one cost,escalation template
was submitted for consideration outlining escalations of up to $0.5-$1.5 billion across the whole"NZUR,programmes
and options to manage escalations within the existing $6.54 billion of baseline funding. As per your discussion‘with

the Minister of Finance on 29 February 2024, NZTA will manage cost escalations within baselings by:

Completing the following projects to Removing projects,

but consider

their current scope

O Mahurangi — Penlink PiQgressing scopeias
« Takitimu North Link Stage 1 part of RONs
* SH58 Improvements Stage 2
«  SH1/29 Intersection «  Canterbury Package * «=*SH1 Whangarei to Port
«  Takitimu North Link Stage 2 route protection SH76 Brougham St . Marsden Highway
«  Canterbury Package — rural intersections, +  South Auckland Package *  South Auckland —
Halswell — SH22 Drury upgrade Manukau to Takaanini
«  Queenstown Package (reduced scope) Access and Safety
* SH1 Papakura to Drury
* Melling Transport Improvements
+ Otaki to north of Levin _ % Reallocate funding
« South Auckland Package — Waihoehoe Rd k within NZUP to address
« Canterbury Package — Rolleston upgrade { il cost pressures

(note: this has already
\ been accounted for in
cost estimate to

complete)

NZTA cost estimate to complete:

$6.35 billion

Page 2

= metro = freight

Initiative/s submitted Total ($m)

Savings

Auckland’s Rail Network Growth Impact Management, (RNGIM) and Rail Network Rebuild
Wellington Metro Upgrade Programme,|ll (WMURNI) — Catch Up Renewals

Wellington Metro Upgrade Rregrammie IV — Unloeking Capacity and Improving Resilience
RNIP - Public Transpost’Infrastructure

Rail Network Investment Programme (First’5 years)

North Island Weather Events (NIWE) =Rail resilience improvements

NZUP - Whangarei to Otiriasand Wellington Infrastructure projects

Hopper Wiagens Repfioritisation

Cost preSsures

Augkland’s/Rail Network Rebuild (RNR) s 9(2)(f)(iv)

Metropelitan ‘Rail Backlogs and Network Management Plans (NMPs)

New eapital

Rail Network Investment Programme (RNIP)

4 TOTAL request for new Crown funding

(180.700)

(38.000)

s 9(2)(M(v)

s 9(2)(A(iv)

KiwiRail has submitted eleven initiatives to be considered through the Capital Pipeline Review:

* SAVINGS: eight initiatives (as required by the invite from the Minister of Finance) outlining potential savings of $180.7

million OPEX and $38 million CAPEX.
+ COST PRESSURES: two initiatives requesting funding of § 9(2)(#)(iv)

+  NEW CAPITAL: one initiative requesting baseline funding for the RNIP of 5 9(2)(f)(iv)

this includes s 9(2)(#)(iv)
Land Transport Fund contribution of $120 million per annum).

OPEX over four years.

(note

, and assumes that KiwiRail will continue to receive a National

In addition to the above, KiwiRail has identified further savings that could come from g 9(2)(f)(iv)

» Prioritise addressing metro pressures given their economic impact s 9(2)(#)(iv)
completing Auckland RNR ($159.2 million - this includes works to enable day 1 operations of the City Rail Link) 8 9(2)(f)(iv)
to be the highest priority, followed by one year of funding for metro rail backlogs ($85 million)

s 9(2)(M(iv)

The Ministry considers

and local share shortfall of NMPs ($22.7 million) to preserve optionality and maintain services while a review of the

Metropolitan Rail Operating Model is undertaken.

» Seek a placeholder contingency of $200 million for RNIP which would provide you with the option to increase
KiwiRail's total baseline funding for the RNIP from ~$800 million to ~$1 billion, if required, to align with your preferred
rail network investment scenario (KiwiRail is providing you with scenarios in late March 2024). This would be funded
through remaining rail reprioritisation funding ($159.6 million), supplemented with $40.4 million of additional

reprioritisation from Vote Transport underspends (see options on next page).

Linvited NZTA projects include the following NZUP projects: Melling Intersection (RiverLink), Otaki to North of Levin, Queenstown Package, South Auckland Package, SH1 Whangarei to Port Marsden Highway Safety Improvements, Canterbury Package, and Papakura to Drury.
?Invited KiwiRail projects include: Wairarapa Rail Upgrades, Rail Network Investment Programme (first 5 years of funding for Rail Networks), Rail Investment Growth Impact and Auckland Metro Remediation, National Resilience Plan — minor improvements to rail lines to increase resilience and reliability,
Wellington Metro Upgrade Programme Ill, Wellington Metro Upgrade Programme 1V, Rail Network Investment Programme — Public Transport Infrastructure, and Northern Package — Whangarei to Otiria.



Technical Budget package

Overview of Budget bids submitted through each track and potential discussion points

Potential funding available for reprioritisation

As the Minister of Finance outlined in her 21 December 2023 letter, cost pressures and new spending
initiatives seeking new Crown funding can only be submitted for consideration by Cabinet if they are
specifically invited into the significant Budget process. However, Budget guidance released on

4 March 2024 states that agencies are still allowed to propose options to manage cost pressures
through the technical Budget process, as long as:

* these are funded through internal reprioritisation or by taking active choices to stop or scale

programmes

* funding set aside for reprioritisation is in addition to any savings already ring-fenced to meet the

Initial Baseline Exercise savings target.

The technical Budget process is traditionally utilised to progress changes to appropriations that are
technical in nature (i.e. establishing new multi year appropriations or fiscally neutral transfers between
financial years), but this year we will be permitted to include technical initiatives that have significant
policy implications, providing they are funded through reprioritisation of baseline expenditure.

This A3 provides an overview of funding potentially available for reprioritisation, and identifies residual
Vote Transport pressures that you may choose to fund through this process.

Potential pressures to address through reprioritisation of funding

OPEX

Rail pressures
s 9(2)(M(iv)

Surf Life Saving
/ Coastguard NZ

As mentioned on pressures

page 2’ funding ($636 m||||0n)

for metro S92 Funjdlng to .

pressures ) maintain frontline
and RNIP prevention and

safety services at
existing levels.

s 9(2)(f)(iv)

Severe weather /
emergency response
readiness

($27 million)

Funding to improve
response to future
emergency events,
and to replace / fix
assets damaged
during the NIWEs.

Discussion points

Ground Based
Navigational Aids
($10 million)

Funding for Airways NZ to
complete the, minimum
operation Aetwork of
GBNAS, that/safely recover
airCraft as'an emeérgency
altetnative when GPS
pavigation falls.

« The Ministry has identified $89.2 million of ‘readily available’ savings that can'beused for
reprioritisation, and $134.7 million of additional savings that may requife\negotiation with the
Minister of Finance as previous Cabinet decisions or National polici€s have committed relevant

underspends to be returned to the centre.

« The Ministry’s investment panel has reviewed residual cost pressures and recommends that
savings be utilised for the following purposes:

* $10 million for Ground Based Navigational Aids

* $63.6 million for Surf Life Savings NZ and Coastguard cost pressures

+  $40.4 million for residual rail pressures, as outlined on page 2.

« Cabinet are expected to consider recommendations from the government Inquiry into the Response
to the North Island Severe Weather Events later this month, 5 9(2)()(iv)

1
'
)
4
1
'
d
]
"
'
'
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Page 3

Initiative Operating Comments on surpius funds
savings $m

Readily available

Ministry of Transport 8.000

Recruiting and Retaining 17.100

Bus Drivers

Public Transport Bus
Decarbonisation

Transport,Choices (above 59.860
that netionally taggedito
in the Supercharging EV
Infrastructure palicy)
2)(f)(i
Total readily available s 9(2)0M)

A 4

v B . B
4 Rec& egotiation

Transport Choices 90.000
(amount specified in the

Supercharging EV

Infrastructure policy)

Community Connect 34.708
(2023/24 underspends)

Clean Car Discount 10.000
Auckland Light Rail TBC
Maritime New Zealand TBC
(surplus liquidity facility

funding)

Total requiring 134.708

negotiation

Grand total s 9(2)(H(v)

s 9(2)@\'
y

Underspends, are due to a combination of turnover related to the Ministry’s
restructure, and explicit decisions to delay recruitment while we confirmed the
Government's priorities.

\While*funding for this initiative from 2024/25 onwards is proposed to be returned to
the Crown through our baseline savings proposal, there is also an underspend in
2023/24 available for reprioritisation.

s 9(2)()(iv)
underspend in
2023/24 available for reprioritisation.

The Supercharging EV Infrastructure policy states that $90 million of savings from
Transport Choices will be reprioritised towards EV charging infrastructure. Stopping
future Transport Choices projects has generated $149.860 million in savings.

We believe you can readily claim the $59.860 million for reprioritisation.

As noted above. The Coalition Agreement with ACT states that robust cost benefit
analysis will be done to inform future investment in EV infrastructure. A CBA will be
completed by November 2024. For this reason, we do not consider the policy
investment ready for Budget 2024. The $90 million Transport Choices funding could
be returned to the centre or used for reprioritisation now.

The Ministry is working with NZTA and PTAs to wind up this policy, but we anticipate
that not all funding remaining in 2023/24 for concessions will be required. As per
CAB-23-MIN-0490, this funding is intended to be returned to the centre.

Following the end of the Clean Car Discount Scheme, estimates suggest there may
be up to $10 million available for reprioritisation (or return) in 2023/24 once wind up is
complete. This number will be updated to reflect latest available information ahead of
submission, but as with Community Connect, residual funding is intended to be
returned to the centre.

The wind up of ALR Limited is dependent on the disposal of land and Cabinet
approval. It is anticipated there will be $30 million of appropriated operating funding
available to be returned to the Crown ahead of the company closing, but further
decisions are required before a final figure can be agreed. As per CAB-23-MIN-0496,
any residual funding is intended to be returned to the centre.

We recommend returning funding only if Cabinet approves MNZ's fee review.
MNZ have indicated surplus funding available to return of up to $14 million, subject to
Cabinet approval of their updated fees and charges.
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ATTACHMENT 2: Budget 2024 rail portfolio view

Current funding position Our view

o Government funding of significant metro rail projects completed or approved over the last 6-8

years equates to ~$1,600 million in Wellington, and ~$4,800 million in Auckland. . We are sympathetic toKiwiRail’s requests‘and expect the Government will ultimately have to

contribute at least this amount to,the metro network to:

KiwiRail Budget Request
o address urgent issues / maintain current service levels

. KiwiRail have put up bids for the metro networks totalling s 9(2)(f)(iv) comprising the following:
Initiative $ sought Description Ministry View . Del&ying“this funding\increases the chances of there being network disruptions and increases the
Rail Network Rebuild | $159.2m Allows KiwiRail to continue delivery of | These initiatives are a priority dlimate cost.
the Auckland Rail Network Rebuild BN , o ,
(RNR) to ready the network for the City o The RNRS@2)@)(iv) are signalled as priorities for the Government and reflected in
Rail Link (CRL). the GPS, NZTA will finalise funding allocations within the Public Transport Infrastructure (PTI)
s 9(2)(f)(iv) Activity Class as part of the wider National Land Transport Programme (NLTP). Finalisation of the
NLTP will occur following approval of the final GPS and receipt of Regional Land Transport Plans.
S 9(2)(M)(iv)
Metropolitan Rail s 9(2)M(w) Funding to address the combination of | We recommend funding oné‘yeaf
Backlogs and previous underinvestment and ($107.7m) to improve etre reliability _ - _ _ _ _
Network Management council’s unwillingness or inability to before the longterm funding . Seeking $107.7m to fund additional renewals is a pragmatic approach to reduce risks of service
Plans fully fund the KiwiRail-proposed arrangements'can be reset as.partof the disruptions over the next year until the MROM review reports back to you s 9(2)()(iv) with long
maintenance programme, resulting in Metropolitan, Rail Operating Mode term solutions around long-term costs and allocation between users and funders.s9(2)()(iv)
the networks being in a fragile state. (MROM) review.

s 9(2)(P(iv)

. We have started the MROM Review to resolve the funding issue in
the long term but suggest at least 5 9(2)(H)(iv) to support metro
rail through 2024/25. The 5 9(2)()(iV) includes full funding for
RNR ($159.2m), s 9(2)(®)(iv) and one year of funding for
backlogs and the local share shortfall of Network Management
Plans ($107.7m).

o If you agree to the approach to metro funding, it should be made
clear to Councils that this is a one-off arrangement to find a practical
way forward while longer term affordability is worked through and
that councils will be expected to pay their share in the future.
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ATTACHMENT 2: Budget 2024 rail portfolio view

KiwiRail Budget Request KiwiRail concerns

KiwiRalil are concerned about having a reduced-evel of funding certainty. We appreciate that longer-term

. KiwiRail's Budget bid outlined as 9@)v)  rail freight network investment programme, which .
would allow it to implement a & 9@2))iv) Rail Network Investment Programme (RNIP). funding certainty allows KiwiRail to more effiCiently plan and run its business. However, more work is
required before officials gould advise on an appropriate long term funding level that would be consistent
s 9(2)(A(iv) with the Government’s trahsport prigrities.
. We are aware that' KiwiRail have,some long term RNIP commitments of § 9(2)(#)(iv) KiwiRail have

also built up plant and equipment,and a workforce of around 1,400 to work on the network infrastructure

Current funding position and phasing options (both metré and freight)eWith\ess funding, we expect that the workforce at a minimum would need to be
scaled kack.

. KiwiRail has current available funding of around $800m for future investment in the ralil freight
network. There are options for how this funding can be phased that could be worked through in

your approval of the next three-year RNIP 2024/25 — 2026/27.»

s 9(2)(f)(iv) . KiwiRall have hadto operate with limited funding certainty in the past, and like any business, needs to be
able to,manage with uncertainty. KiwiRail should not have been planning on the expectation that cost
increases would be automatically funded. We believe that with current available funding and appropriate
phasing,KiwiRail would not need to make and implement substantive decisions about down-sizing it's
business immediately.

Our viewson.thesesconcerns

(3 In addition, around $1.7b worth of new rolling stock is now coming on stream which should improve
freight service levels. s 9(2)()(iv)

Savings proposal and our recommendations

s 9()(M(v)

s 9(2)
o KiwiRail have offered up s 9@)()(iv) of savings proposals to help fund its (f(v) RNIP request. We

recommend that $200m of savings is allocated to KiwiRalil, resulting in circa $1b funding envelope for
the RNIP. The $1b identified reflects a balanced judgement between giving KiwiRail enough certainty
to revise their business plans in a timely manner, while signalling a lower level of funding long term.

o S9M(v)
Ultimately the KiwiRail Board will decide what course of action it will take with respect to its business
within any funding envelope and level of certainty provided at this juncture.

o Regardless of Budget decisions, KiwiRail will need to get your approval for the investment profile over
the next three years (through RNIP 2024/25 — 2026/27). We understand KiwiRail is preparing a range
of investment scenarios to discuss with you at the end of the month based on GPS signals and prior
discussions with you.

. If you decide to frontload funding in the first year of the 2024/25 — 2026/27 RNIP, s 9(2)(#)(iv)
we

will provide you with a process, timeframes, and engagement programme to support this.
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MINISTRY OF TRANSPORT

8 March 2023 0C240213
Hon Simeon Brown Action required by:
Minister of Transport Monday, 11 March 2024

VOTE TRANSPORT BUDGET 2024 TECHNICAL PACKAGE

Purpose

This briefing provides you with the Ministry of Transport’s (the Ministhy) recommendations
regarding your Budget Technical package. Your feedback is sought en the’package following
discussion with officials and your Budget bilateral discussion with the Minister of Finance on
Monday 11 March 2024, ahead of submission on Wednesday 20 March-2024.

Key points

1

We have provided you with advice to suppoft the development of your Vote Transport
Budget Technical Package. The due date for.Submission of this package to Treasury
is 20 March 2024.

Within this package, we reconimend that you provide funding (from reprioritisation) for
cost pressures within the\Vete that‘are urgent and critical — Ground-Based
Navigational Aids, Frontline (Drewning) Prevention Services, and the Rail Network
Investment Programme. You have choices about how much funding to allocate
across these pressures andwe seek your feedback on these options to guide the
development of our final submission.

We havée identified funding available for return or re-prisonisation of $223.894 million.
This funding is sufficient to address cost pressures in line with our recommendations
and still provideradditional savings back to the centre or reallocate this funding to
other prigrities within the transport portfolio. Due to conditions imposed on the use of
someof this surplus funding, permission is needed from the Minister of Finance to
use these savings. We suggest you test this in your Budget bilateral discussions with
her;

We have also proposed 10 technical initiatives that seek changes to appropriations to
ensure our appropriation structures remain fit for purpose to support the delivery of
transport projects. Such changes are routinely sought through the Technical Budget
process as although they are technical in nature, they are outside the scope of what
Joint Ministers can approve through baseline updates.

BUDGET SENSITIVE
Page 1 of 9
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Recommendations

We recommend you:

1 note that your Budget Technical budget package must be submitted to Treasury
by 1.00 pm Wednesday 20 March 2024.

2 provide feedback to officials regarding your preferences for reprioritisation and

returning funding through the technical package Yes / No
3 EITHER:
3.1 approve the submission of the Technical Initiatives listed in Annex 3 and
: . ; ) R - Yes / No
4 (which have no interdependencies with your re-prioritisation decisions)
OR
3.2 provide feedback to officials regarding any initiatives¢you de‘not-wish to
progress or any amendments you wish to make Yes/ No
David Wood Hon 'Simeon Brown
Deputy Chief Executive, Investment & Minister of Transport
Monitoring / /
8/3/2024
Minister’s office to complete: [T Appreved L] Declined
EkSeen by Minister O Not seen by Minister
[J Overtaken by events
Comments
Contacts
Name Telephone RISt
contact
David Wood, DCE, Investment & Monitoring s 9(2)@)
Tim Herbert, Manager, Investment v

Earl Kavinta, Finance Consultant

BUDGET SENSITIVE
Page 2 of 9



BUDGET SENSITIVE

VOTE TRANSPORT BUDGET 2024 TECHNICAL PACKAGE

The Budget 2024 Technical Budget process provides and opportunity to
propose reprioritisation options alongside traditional technical initiatives.

1 The Technical Budget process (Technical process) provides an opportunity to seek
Cabinet approval for changes outside the scope of Joint Ministers’ authority to
approve through a baseline update, with such changes considered ‘technical’ in
nature. Any decisions with significant policy implications are usually out of scope for
the Technical Process and are considered through the Significant Budget process.

2 This year, the scope of the Technical process has been expanded. Ministers can
propose reprioritisation initiatives within their Vote to fund cost pressures noti\invited
into Budget 2024, even where these may be considered significant policy-decisions.
Treasury expects the focus to be on initiatives that are criticalorurgent and funding to
be limited to 2023/24 or 2024/25 only.

3 Where decisions are not urgent, the Treasury proposes’thése_ are not progressed in
the Technical process and instead are considered by~Joint Ministers through the
October Baseline Update (OBU, with Cabinet delegating decision making abilities to
Joint Ministers).

4 Your Transport submission for the Technical process is due to Treasury by 20 March
2024.

5 The Ministry of Transport (the Ministry) recommends you use the Technical process
to:

5.1 reduce funding available for'paliCies or functions that are not a priority or where
there have been underspends in 2023/24 (set out in Table 1 on page 5)

5.2 use a portign of this funding to address urgent and critical cost pressures within
the Vete'not otherwise invited into Budget 2024 or where there is expected to
be insufficientfunding to fund these in Budget 2024 (set out in Table 2 on page
7)

5.3 propose.five purely technical changes to appropriations necessary to give effect
to“earlier policy decisions or to provide appropriate mechanisms to enable the
efficient alignment of funding with funded activities (refer Annex 3).

5.4, propose five additional funding transfers which were deferred from the March
Baseline Update (refer to Annex 4)

6 We seek feedback from you on the options and recommendations provided in this
briefing. Following your feedback, we will prepare the relevant material for submission
to the Treasury.

BUDGET SENSITIVE
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Interaction with the Significant Budget package

7

The significant Budget package includes initiatives seeking new Crown funding (for
new spending and cost pressures), savings initiatives that return funding to the centre
(including your baseline savings proposal), and the Capital Pipeline Review (which
includes of mix of cost pressure, new spending, and savings initiatives).

We have made the following assumptions regarding the Significant Budget process
when developing this Technical process advice:

8.1 Sufficient funding is provided for the Civil Aviation Authority (CAA) Liquidity
Facility, North Island Weather Events Road Response, Recovery and Rebuild;
and GPS 2024 initiatives from operating and capital allowances. If less funding
is provided than what is sought, we assume adjustments can be madeo
operate within the funding provided or alternative funding sources used:
Allowances for these initiatives have not been made in our.Technical process
recommendations.

8.2 The Ministry’s recommendations for KiwiRail initiatives in the/Capital Pipeline
Review are followed (detailed further in OC240209). This\uncludes providing
s 9(2)(N(iv) total operating funding totKiwiRail, including s9@)® )
of reprioritisation from other rail projects, Jleaving a‘gap of $40.400 million.
Although these pressures have beemsignalled through the Capital Pipeline
Review, it is unclear whether new funding wilkbe’made available. We have
provided options for you to addfess-this.$40.400 million gap in this advice.

If these assumptions do not hold the*MiniStyyxmay recommend changes to the
technical Budget package bheforetit is considered by Cabinet.

Funding available for return.or reprioritisation

10

11

12

We have identified$223894 million available to return to the centre or reprioritise

within the Vete, This is all operating savings in the current financial year (2023/24).
The policiesd Tnitiatives that comprise this $223.894 million are outlined in Table 1
below.

We have categorised funding available as either:

11.1 Readily available ($89.186 million). We see no conditions that should restrict
you from returning or reprioritising this funding.

11'2 Requires negotiation ($134.708 million). These savings relate to previous
Cabinet decisions to stop an initiative or were specified in pre-election materials
(e.g. the 100-Day Plan or Fiscal Plan). For this reason, the Minister of Finance
may not support you to reprioritise this funding within Vote Transport and
instead require it be returned to the centre.

The total amount of savings has increased since we last briefed you (from $154.000
million to $223.894 million, OC240075 refers). Where savings have increased or
decreased, this is noted in Table 1 with explanations why. We note these numbers
remain subject to minor amendment before submission to Treasury (as we confirm
final amounts with agencies).

BUDGET SENSITIVE
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Table 1: Funding available for return or reprioritisation

Policy

Savings ($m)

Conditions on use of funds

Readily available

Ministry of Transport 8.000 None. This funding represents underspends due to a

Departmental Funding combination of explicit decisions to delay engagement of

(2023/24 underspend) staff and external advisers while we confirmed the
Government’s priorities and work programme and
vacancies / turnover.

Retaining and Recruiting Bus 17.100 None. §92)(f(iv)

Drivers (2023/24 underspend)

(Increased by
$4.000 million)

(X
~

This number has incréased
due to better information from NZTA.

Public Transport Bus s 9MHM™) None. § 92)()(iv) > A
Decarbonisation (2023/24 N/ A
underspend) <)) oSS

\ 4
Transport Choices 59.860 The Supercharging/EV Infrastructure policy states that

(amount above that specified
in Supercharging EV
Infrastructure policy)

(Increased by
$25.860
million)

$90.000 million’of savings\from Transport Choices will
be repriofitised towards\EV charging infrastructure.
Stopping future Transport Choices projects has
genérdted $149:860 million in savings. We believe you
can'readily€laim the $59.860 million difference for
reprioritisation.

This‘amount has increased following revision of the
savings available. This now reflects your decision in
BRI-2921 to allocate no funding to in-flight or other
recommended projects.

Total readily available

9(2)(f)iv) V\
D

Requiring negotiation

Transport Choices 90.000 As noted above.
(amount specified in the (Was not As per the Coalition Agreement with ACT, a cost benefit
Supercharging EV included in the | analysis (CBA) will be completed s 9(2)()(iv) to
Infrastructure policy) $154.000 inform decisions on the Supercharging EV Infrastructure
million policy. s 9(2)(H(iv)
previously)
Therefore, the $90.000 million Transport
Choices funding could be returned to the centre or used
for reprioritisation now.
Alternatively, you could place this funding in tagged
contingency to be drawn down once the CBA is
completed and Cabinet takes relevant decisions.
Community Connect (2023/24 34.708 In the Mini Budget, Cabinet agreed to end free fares for
underspends) 5-12 year olds and half-price fares for 13-24 year olds. A
portion of this underspend relates to these concessions.
Cabinet stipulated that all underspends remaining in
2023/24 for the Mini Budget initiative would be returned
to the centre.
BUDGET SENSITIVE
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Clean Vehicle Discount 10.000 In December 2023, Cabinet stopped the Clean Vehicle
(surplus remaining at end of Discount and retuned $50 million from the operating
2023/24) grant (CAB-23-MIN-0471). Cabinet intended that all
underspends remaining in 2023/24 would be returned to
the centre.
Auckland Light Rail TBC The disestablishment of Auckland Light Rail Limited is
S 9R)OW) dependant on the disposal of the land and Cabinet
approval. It is anticipated there will be $30 million
available for return to the Crown ahead of the company
closing. As the exact amount to be returned is
dependant on further decisions we do not recommend
relying on this funding for reprioritisation. We can submit
a placeholder initiative enabling funding to be returned
once the amount is known.
Maritime New Zealand TBC MNZ has indicated a $14.000 million underspend in
(surplus liquidity facility 2023/24 that it will not seek-to carry forward if Cabinet
funding) ($14.000 approves its funding review. Cabinet will’consider the
million funding review again on'11 Mareh 2024 and if agreed,
previously we recommend you’canseturnithe $14.000 million.
signalled as
potentially
available)
Total requiring negotiation 134.708
Grand total 223.894

Recommended use of reprioritised funds

13

In December 2023, the Ministry provided you a summary of fiscal cliffs and emerging

cost pressures across the Vote (0€231040 refers). A summary of these is provided in
Annex 1. Most cost\pressures\and fiscal cliffs are being progressed through the
Budget 2024 process, haveceased, or we do not consider them critical to address in

Budget 2024,

14

There afesthree cOst pressures we suggest you consider for funding through

reprioritisation.TheSe are included in Table 2 below, with the Ministry’s
recommengdation. Additional information on the initiatives, scaling options, alternative
funding sources is provided in Annex 2.

Table 2: Reeommended use of reprioritised funding

Cost pressure Funding Funding Ministry recommendation
sought ($m) recommended
($m)
Ground-Based Navigation 10.000 10.000 Fund in full.
Aids (GBNASs) Note this request has increased from $7.7
million as we confirmed final costs with
Airways NZ.
Maintain critical frontline 63.644 63.644 Fund in full.
prevention and rescue Note there are scaling options available.
services at existing levels
BUDGET SENSITIVE
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(Surf Life Saving NZ and

Coastguard)

Severe Weather 26.606 - Do not include in Technical Package.
Response, Resilience and Recommend deferring decision until
Recovery Cabinet considers recommendations from

the Government Inquiry into the
Response to the North Island Severe
Weather Events s 9(2)()(iv)

Note Section 9(1) funding
is a viable alternative funding source.

s 9(2)(f)(iv)

Rail Network Investment 40.400 Provide $40.4 million to bring total RNIP

Programme investment to $200 million. $159 milien of
this can be funded through repridritisation
from other rail projects. We recommend
the $40.4 million is providedsfrom the
other reprioritised funds available in Vote
Transport.

Total 114.044

Scenario 1: Claim only readily available (89.186) Reprioritisation would be insufficient to

reprioritisation fund all initiatives.

Difference 24.858

Scenario 1: Claim all funds identified for (223.894) Reprioritisation would be sufficient to fund

reprioritisation all initiatives, with $109.85 remaining to

_ return to the centre or to allocate to other
Difference (109.850) priorities in the transport portfolio.

15 To fund these cost pressures at the“level recommended by the Ministry, you will need
the Minister of Finance’s agreement«o utilise $24.858 million in savings from
initiative/s we consider requiring.negotiation. Given the quantum required, you may
only need to seek-her-agreément to retain funding from one further reprioritisation

initiative.

16 If you were ‘able to-retain all funds identified for reprioritisation, funding available
would exéeed the'Ministry’s recommendations by $109.85 million. You could choose
to return this4e'the centre or allocate funding to other priorities within the Vote.

17 If you were able to retain all funds identified for reprioritisation, funding available
would.exceed the Ministry’s recommendations by $109.85 million. You could choose
to retuen this to the centre or allocate funding to other priorities within the Vote.

18 We understand you are interested in considering options for funding emergency
towage vessels in the Cook Strait and other hazardous waterways, and that you
intend on raising this with the Minister of Finance at your Budget bilateral meeting.
The Ministry will provide you with speaking points to support you in this discussion by
midday Monday 12 March. We then anticipate providing you with an initial summary
and assessment of options by Friday 15 March. We are currently working with
Treasury to confirm the final date for submitting a full bid for consideration in the

Budget.
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Depending on the option you wish to proceed with, there may be sufficient funding
available from funds identified for reprioritisation for an initiative, particularly in the
short-term. s 22)()

As all your savings are in 2023/24, we recommend you pursue
any reprioritisation through the Technical process rather than delaying to the October
Baseline Update.

As noted in paragraphs 2 and 3, Treasury expects the focus of reprioritisation
initiatives in the Technical process to be on critical pressures and funding limited to
2023/24 and 2024/25 only. It is also expected that urgent decisions are progressed in
the Technical process and non-urgent decisions delayed until OBU.

The Ministry considers all three initiatives we are recommending providing_ funding for
to be critical. We consider the GBNAs require an urgent decision, (if funding is
delayed, it is more likely costs will increase before Airways NZ can enter.contracts for
the GBNAs to be installed). The Maintain Critical Frontline*Prevention‘and Rescue
Services and RNIP initiatives are less urgent, however releévant ‘agencies are seeking
funding certainty as soon as possible to progress work‘accardingly.

The primary reason we recommend you progfessithese iitiatives in the Technical
process rather than waiting for OBU is becausge’all réprioritised funds available are in
the current financial year (2023/24). Whilst $21.326\million is able to be carried
forward automatically (as it is held in‘a/Multi-Y€ar Appropriation), you will not be able
to retain the remaining $211.020.million in savings post-1 July 2024 (unless Joint
Ministers approved to carry all savings fgrward to 2024/25, which would require
individual In-Principle ExpenSe’Transférs)=To avoid losing the funds available, we
recommend you progress-these through the Technical process.

Technical budget initiatives

23

24

The Ministry-hasreviewed all appropriations in Vote Transport and identified several
technicalnitiatives-to‘put forward. The main reasons for the technical initiatives are:

23.1 to create.appropriation structures that support effective and efficient delivery of
transpart projects, especially where flexibility may be required for the nature of
the‘expenses that will be incurred (operating and capital costs) and the timing of
that expenditure.

2312 to resolve other technical accounting matters.

The Ministry has identified give technical initiatives through this review that it would
like to submit as part of the Budget 2024 process (refer Annex 3).

Additional funding transfer requests

25

As part of the March Baseline Update (MBU) for Vote Transport, several
appropriations change requests were excluded because they were either outside the
scope of what Joint Ministers are delegated to approve during MBU, or where the

BUDGET SENSITIVE
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Ministry required more information to assess requests or were more appropriate to
put forward as part of the Budget Technical update.

26 The proposed additional funding transfers are outlined in Annex 4.

Next steps

27 This item is scheduled for discussion at your weekly meeting with officials on Monday
11 March 2024 at 9:30 am.

28 You are also meeting with the Minister of Finance, later that same day at 2.30 pm tg
discuss the Vote Transport Budget Package. Material to support this engagement
(including talking points on the technical budget package) has been provided
separately (OC240209 refers).

29 Following these engagements, we request feedback from yguronthe, Technical
Budget package ahead of submission on 20 March 2024

30 Cabinet is due to consider the Budget package on 29'April 2024»Ahead of this, we
will provide you with financial recommendations to support Cabinet’s decision making.

BUDGET SENSITIVE
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ANNEX 1: SUMMARY OF COST PRESSURES AND FISCAL CLIFFS

Initiative

Status

Cost pressures

Metropolitan rail networks (Auckland and Wellington)

Completing the Auckland Rail Network Rebuild (RNR) s 9(2)()(iv)

addressing backlog of
deferred renewals, and addressing local share shortfall for Network
Management Plans (NMPs)

Submitted in the Capital Pipeline,Review

The Ministry recommends providing s 9@)@#)(iv) 4, to-metropolitan rail pressures in Budget 2024. This
can be met through reprioritisation”from other.rail projects.

New Zealand Upgrade Programme

Submitted in the Capital-Pipeling\Review

You and the Minister/of-Finance agreed for NZTA to manage NZUP cost pressures within its existing
funding envelope, with\ah expéctation that any future cost escalations are managed within baselines.

Project iReX (Interisland Resilient Connection)

No longer a‘cd’st presStwe

In December/2023, Cakinet agreed to not provide further funding for iReX. KiwiRail is in the process of
winding downrthe pfoject:

Ground-Based Navigation Aids (GBNAS)

Additional funding is required for Airways NZ to install GBNAs at five
airports for which cost recovery is not possible. Funding approved in

as an emergency alternative to GPS.

Budget 2022 is no longer sufficient. GBNAs are used to recover aircraft

Requires atténtion now, candidate for the Technical process

s 9()(M(v)

sl

QQ*Q

Auckland Transport Alignment Project (ATAP)

Does not require attention in Budget 2024

Work on the Auckland Integrated Transport Plan (the next iteration of ATAP) is being scoped. Any
decisions on Crown funding in this area are considered once the Plan is prepared.

BUDGET SENSITIVE
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?\
&

Fuel Excise Duty reduction policy wash up

Funding sought to address a NLTF revenue shortfall issue associated
with the conclusion of the FED 25 cents per litre reduction policy.

d .
No longer a cost pressure
NZTA is seeking to manage this pfessure within existing NLTF funding in 23/24.

Coastguard and Surf Life Saving NZ critical cost pressures

Funding sought for Coastguard and Surf Life Saving NZ to ensure
maintenance of critical drowning prevention and rescue services.

Requires attention now,.ecandidate for the Technical process

Severe Weather / Emergency Response Readiness,
Resilience, and Recovery

Funding sought to ensure search and rescue NGOs are prepared to
respond in future severe weather events (through training, PPE and
replacing destroyed assets).

Requires attention,-now; eandidate for the Technical process

Fiscal cliffs

Rail Network Investment Programme

Submittedyin the Capital Pipeline Review, Technical process funding likely required

TheMinistry recommends providing $200 million for RNIP in Budget 2024. $159.6 million of this can be
metthrough reprioritisation from other rail projects. We recommend the $40.4 million difference is
considered in the Technical process.

NIWE State Highway and Local Road Response, Recavery
and Rebuild

New Spending initiative submitted

Civil Aviation Authority Liquidity Facility

New Spending initiative submitted

Civil Aviation Authority Health and Safety at Work Act
(HSWA) Delegations
To provide s 9(2)()(iv)  uplift to CAA’s funding fromsthe Working Safer

Levy. In Budget 2023, CAA was provided a one-year inerease of $2.8
million.

Requires attention now, candidate for the Technical process

Funding is sought from the Working Safer Levy, therefore a decision to approve this increase would not
impact the Crown operating allowance. MBIE (who oversees the Working Safer Levy) has made
provision for the increased funding in the relevant memorandum account.

Implementing GPS 2024

New Spending initiative submitted
The Minister of Finance is aware of the Crown funding required to deliver the draft GPS 2024.

BUDGET SENSITIVE
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ANNEX 2: DETAILED ADVICE ON COST PRESSURES FOR
CONSIDERATION

Ground-Based Navigational Aids (GBNAS)

Funding sought over 4 years $10 million (CAPEX)
2023/24 2024/25 2025/26 2026/27 2027/28
$m $m $m $m $m

10.000
(exact split across years TBC)

Ministry Recommendation Fund in full through reprioritisation

Why is this considered critical or ~ Necessary to complete the Minimum Operating-Network of
urgent? GBNAs

What will this additional funding Two further Ground-Based.Navigational Aids required to

deliver? complete the Minimum operating Network (MON). GBNAs are
used as an emergencysalternativeto GPS navigation across
mainland New Zealand

Airways are able to/fund and'cost recover the installation of
all but five of the'required GBNAs necessary to complete the
network. InrBudget 2022 funding was provided for the
purchase, of five GBNASs but due to cost escalations it will now
only coverthe purchase of three.

Impacts and risks associated with  Airways would not be able to acquire and install all GBNAs
not funding these pressures required.for the MON.

This would leave the network incomplete and aviation
operations (including emergency services and defence force
opérations) in the affected areas would be disrupted.

The remaining GBNAs cannot be cost recovered from the
Sector due to low volumes in the areas the GBNAs would be

situated.

What has caused this cost Prices have increased since funding was provided

pressure

Additional comments Initially the funding gap was signalled at $7.7 million but due
to further cost escalations we recommend $10 million is
provided
s 9(2)())

An operating to capital swap would be required and that the
associated capital injection to Airways would be managed
through Vote Finance.

BUDGET SENSITIVE
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Maintain critical frontline prevention and rescue services at existing levels

(Surf Life Saving NZ and Coastguard NZ pressures)

Funding sought over 4 years

Ministry Recommendation

Why is this considered critical or
urgent?

What will this additional funding
deliver?

Scaling options

$63.644 million operating

2023/24 2024/25 2025/26 2026/27 2027/28
$m $m $m $m $m
13.671 15.112 16.606 18.255

Fund in full through reprioritisation

Service provision is already being eroded with service
providers forecasting deficits for 2024/25 and beyond

This initiative seeks funding to address cost pressures
faced by Coastguard NZ and Surf Life Saving NZ, NGOs
delivering frontline water rescue-and prevention services.
Providing this funding in full de€s not remove the need
for both organisations to fund raise.andwcontinue to seek
alternative revenue soufces;

The objective of Crowpn/investment in this area is to
reduce New Zealand’s drewning toll. Specifically, this
funding contributes to that objective through funding two
NGOs (CoastguardNew,Zealand and Surf Life Saving
New Zealand) to provide:

o. assistance to recreational boat users requesting
assistance including on-water safety services,
boating education programmes, community
initiatives, critical marine communications, and
Safety and information services.

e proactive beach lifeguarding and essential
emergency rescue services, public education
beach safety programmes, education, training,
and development

The Ministry supports the use of re-prioritised funding to
fund this request in full.

However, we consider that there are scaling
opportunities available if you wish to reduce Crown
investment through Budget 2024 whilst still enabling
services to be delivered.

Funding only operating costs ($32.147 million). We
consider funding operating costs to be of highest priority
as both organisations have little opportunity to re-
prioritise without impacting their frontline service delivery.
Those components seeking funding to address capital
expenditure requirements could be declined, deferred or
funded in part with a smaller risk of an immediate impact
on service provision. Providing no additional funding for
capital expenditure will reduce the funding sought by
$31.497 m over four years.

Provided time-limited funding: ($28.783 for 2024/25
and 2025/26 only) Funding is being sought an on

BUDGET SENSITIVE

Page 2 of 5



Impacts and risks associated with
not funding these pressures

What has caused this cost
pressure

Additional comments

BUDGET SENSITIVE

ongoing basis. You may wish to provide time-limited
funding to allow for sufficient time to consider long term
revenue settings for the sector (noting the findings and
recommendations of the “Recreational Safety and
Search and Rescue Review” and to better align with the
overarching Technical process guidance to fund only the
most urgent and critical needs.

Providing no funding: NGOs would be unlikely to be
able to attract sufficient fundraising revenue and service
provision would be compromised.

Funding ongoing operating expenditure only may
compromise sustainability of service provision through
the erosion of assets.

Providing time-limited funding will make it more
difficult for both organisations to acquire the_reseurcing
needed and enter into long-ternteontracts,.necessary to
enable service provision.

Funding was provided in Budget 2020.but subsequent
cost pressures and the\ghallenges\faced in attracting
fund-raising and grantrevenuednean that the funding is
no longer sufficient te-maintain,critical frontline
prevention and.réscue services in line with the intent of
the original,funding

Fundingrthis/n full brings risk of increased sector reliance
on Crown fundingy(as opposed to traditional revenue
sources of fund=raising or grant revenue). We consider
the funding requested will still require both NGOs to
femaindmotivated to attract funding from other sources
but recegnises that such funding has become difficult to
attraetin recent years. Should Crown funding not be
provided it is likely that sufficient alternative revenue will
not be found, and service provision would be impacted
(with the potential flow on impact to NZ’'s drowning toll).
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Severe Weather Response, Resilience and Recovery

Funding sought over 4 years

Ministry Recommendation

Background to the
development of this initiative

What will this funding deliver?

Scaling options

$26.606 million operating

2023/24 2024/25 2025/26 2026/27 2027/28
$m $m $m $m $m
19.205 2.656 2.386 2.359

Do not fund through reprioritisation.

Although the Ministry supports this initiative, alternative
funding sources exist.

Await confirmation if s 9(2)()(iv)

following the Government Inquiry into the
Response to the North Island Weather Events.
s 9(2)(f)(iv)

In June 2023, the previous goverament anneunced a
Government Inquiry into theqRésponse.to the North
Island Severe Weather Events/(NIWE){ The purpose of
the inquiry is to determine.ifthe design of New Zealand’s
emergency management-System\is appropriate to
support readiness’for‘and responses to further
emergency events.

The Department,of Internal’Affairs (DIA), who is
supporting the Tnquiry, advised relevant agencies to
consider what additional funding they may need to be
better preparechfor future severe weather events. DIA
has suggested.that the Inquiry s 9@)®v)

. DIA encouraged to
submitplaceholder initiatives for this funding into the
Budget 2024 process until the Inquiry is completed. The
Inquiry will release its findings on 26 March 2024

The Ministry has identified four NGOs in the Vote
Transport remit that provided services during the NIWEs
that with additional funding, would be better prepared to
respond to future events (Coastguard NZ, NZ Land
Search and Rescue, Surf Life Saving NZ, and Amateur
Radio Emergency Communications). These NGOs had
to operate in contaminated floodwaters, and silt and
hazard laden environments without the necessary
assessments, training or equipment, and existing
equipment, several buildings and structures were
damaged

Targeted severe weather event training for the NGOs
personnel (most of whom are unpaid volunteers),
appropriate PPE, establishing regional based equipment
and provision caches and the replacement of assets
destroyed in the NIWEs

The Ministry supports this initiative, as severe weather
events are now part of New Zealand’s reality, and it is
important for NGOs to be in a state of readiness and

preparation to respond. There are options to scale this
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initiative and the Ministry would recommend training,
PPE, equipment caches and management / leadership
are prioritised (reducing the request to $13.576 million)
over building repairs

Additional comments s 9(2)(f)(iv)

there are alternative
funding sources to consider:

e Section 9(1)(a) funding: S9(1)(a) allows Joint
Ministers to approve land transport revenue for
search and rescue activities. New S9(1)(a)
funding requests are considered by Joint
Ministers every three years, with the next review
occurring later this year. Thisinitiative €ould be
submitted for consideration. Given the clear
alignment with s9(1)(a), the Ministrysrecommends
this option is pursueds o)) ¢ ™

e Funding via reprieritisation. If the Minister of
Finance allowsyyou to Uutilise all savings the
Ministry has/identifiedyyou will have sufficient
funding*for this initiative.
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Injection 2024-2029 10 allow flexibility
to reflect future_ changes to the equity

Title Description Details of Funding
Improving This initiative will transfer funding
Resilience of from 2023/24 to 2024/25 to reflect Improving Resilience of the 2023/24\|  2024/25 | 2025/26 | 2026/27 | 2027/28
the Roading the delay and subsequent rephasing Roading Network — Local $000 $000 $000 $000 $000
Network — of works required to improve the Roads
transfer resilience of the local road network, , ,
funding through investment in infrastructure, Cpg;‘;‘fd funding before Technical 1,0004° 37500 | 19,000 | 19,000 | 19,000
to minimise damage caused by b
between years i h h
climate change extreme weather Total change to appropriation (2,000) 1,000 - - -
events.
Total funding after Technical
It will also reflect the proper Update ) 38,500 19,000 19,000 19,000
allocation of NZTA'’s forecasted
operating expenses and Improving Resilience,of the 2023124 | 2024125 | 2025/26 | 2026/27 | 2027/28
administration costs incurring, to Roading N K -0 ) $000 $000 $000 $000 $000
deliver projects that improve the oading Nefiork »&0Krating
resilience of the state highway and Costs
local road network. Approved,fanding before Technical 500 1.000 1.000 1.000 1.000
Update ! ! ! !
Total change'to appropriation (500) 500 - - -
Lotal funding after Technical ) 1,500 1,000 1,000 1,000
pdate
Rail —= NZ This initiative seeks Cabinet’s
Railways delegation to the Ministers of\Finance Rail—- NZ Railways 2023/24 2024/25 2025/26 2026/27 2027/28
Corporation and Transport to approve funding Corporation Equity Injection $000 $000 $000 $000 $000
Equity transfers between the appropriations Approved funding before Technical
Injection Rail — NZ Railways Corporation U 70,604 ) ) ) )
pdate
Equity Injection and Rail~New —
Zealand Railways Corporation Equity Total change to appropriation - - - - -
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injections to New Zealand Railways
Corporation relating to property
transactions funded by KiwiRail
Holdings Limited, when figures are
confirmed by Treasury’s Commercial
Performance team.

There are currently two MYAs for the
purpose of managing equity injections
to New Zealand Railways Corporation
relating to property transactions
funded by KiwiRail Holdings Limited

The current MYA ends on 30 June
2024 and cannot be extended.

Total funding after Technical

Update

Update 70,604 - - - -
Rail-- New Zealand Railways 2023/24 2024/25 2025/26 2026/27 2027/28
Corporation Equity Injection $000 $000 $000 $000 $000
2024-2029

Approved funding before Technical

Update - 51,000 23,500 21,500 15,000
Total change to appropriation = - - - -
Total funding after Technical ) 51,000 23.500 21,500 15,000

Authorise the Ministers of Finance and Transport, acting jointly, to approve funding transfers
between the approprations/Rail-- NZ Railways Corporation Equity Injection and Rail— New
Zealand Railways CorporationEquity Injection 2024-2029 to allow flexibility to reflect future
changes to the equity-injections to New Zealand Railways Corporation relating to property

transactions\funded.\by KiwiRail Holdings Limited.

Auckland City
Rail Link —
Establishing a
new Multi-Year
Capital
Appropriation

This initiative will establish a new four-
year multi-year capital appropriation
Auckland City Rail Link 2024-2028 for
the crown’s share of the total project
capital costs of the Auckland City Rail
Link, utilising the underspends
forecasted in the current Auckland
City Rail Link MYA appropriation to
provide funding in outyears (until
2027/28). The current MYA ends, 30
June 2024.

To manage the uncertainty and
fluctuation betweendinancial years,
this initiative alsotseeks an expense

\ - 2023/24 2024/25 2025/26 2026/27 2027/28
Adgkland NIy Rail Link $000 $000 $000 $000 $000
Approved funding before Technical 404,000 571,647 i i i
Update
Total change to appropriation (65,000) | (571,647) - - -
Total funding after Technical 339,000 i i i i
Update
Auckland City Rail Link 2024- 2023/24 2024/25 2025/26 2026/27 2027/28
2028 $000 $000 $000 $000 $000

Approved funding before Technical
Update
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transfer between the two
appropriations and Cabinet’s
delegation to the Ministers of Finance
and Transport to approve funding
transfers between appropriations
Auckland City Rail Link and Auckland
City Rail Link 2024-2028 in order to
reflect the Auckland City Rail Link
forecasts on crown’s share of the total
project capital costs.

Total change to appropriation -| 303,000 184,500 74,000 75,147
Total funding after Technical ) 303,000 184,500 74,000 75,000
Update

Authorise the Ministers of Finance and Transport, actingyjointly, to approve funding transfers
between appropriations Auckland City Rail Lkinksand Auckland City Rail Link 2024-2028 in order
to reflect the Auckland City Rail Link forecasts on crown’s share of the total project capital costs.

Clean Car
Standard —
Grossing up
of revenue
and expense

Following a finding from its auditors,
the Ministry is reviewing its
accounting treatment for the Clean
Car Standard (the Scheme).
Currently, the Ministry ‘nets’ any
credits against the revenue generated
from the Scheme. After reviewing the
accounting treatment, this may result
in the Ministry seeking appropriation if
it is required to recognise the credits
(which would be an expense)
separately from the revenue
generated from the Scheme.

Amounts and appropriations willbe confirmed prior to the budget technical submission on 20
March. Amounts and appropriatiens will Be ‘confirmed with you prior to the budget technical

submission on 20 March.

The change in accounting treatment’should not change the net impact on the Crown’s operating
balance. Additionallys.any change in accounting treatment will not impact any options provided in

0C240209 to utilise*the 1€t revenue.

Civil Aviation
Authority
Health and
Safety at Work
Act (HSWA)
delegations

This initiative seekss 9(2)()(iv)
Working Safer Levy,

funding provided to CAA to support
their expanded HSWA delegations.
One year of funding was provided
through Budget 2023 to align with
liquidity facility funding s9@)@v,

7~ MBIE,
who manages the Levy,IS_aware of
this uplift and has made,provision for
the funding request:

Update

Health and Safety at Work 2023/24 2024/25 2025/26 2026/27 2027/28
Activities — Civil Aviation $000 $000 $000 $000 $000
Approved funding before Technical 4,001 1,201 1,201 1,201 1,201
Update

Total change to appropriation - 2,800 s 9(2)0M)

Total funding after Technical 4,001 4,001

BUDGET SENSITIVE

Page 3 of 4




BUDGET SENSITIVE

Note: Funding approved from the
Working Safer Levy (comprised of

revenue collected from businesses) Q
does not impact operating or capital

allowances
S
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ANNEX 4: ADDITIONAL TRANSFER REQUESTS

As part of the March Baseline Update (MBU) for Vote Trasport, a number of appropriations
change requests from the Transport Agencies were excluded. The Ministry’s view is that
these requests were outside the scope of what Joint Ministers are delegated to approve
during MBU, or where the Ministry required more information to assess these requests and
were more appropriate to put forward as part of the budget technical update.

We recommend you take these decisions to Cabinet as part of the budget technical update.
The tables below assume transfers requested during MBU are approved.

Improving Resilience of the Roading Network — State Highways transfer funding

between years

NZTA are requesting a transfer of funding from 2023/24 and 2024/25 to reflect the-rephasing
of works required to improve the resilience of the local road network;to minimise,damage
caused by climate change extreme weather events. The rephasing oforkSwas due to a
bevy of factors (including consenting delays, weather, staffing and/ministerial approval
processes), which was outside of NZTA'’s control.

Improving Resilience of the 2023/24 | 2024/2% |* 2025/26 | 2026/27 | 2027/28
Roading Network — State $000 $000 $000 $000 $000
Highways

Approved funding before 35,0004~ 52000 | 58,000 | 59,000| 30,000
Technical Update

Total change to appropriation (1,500) 1,500 - - -
Ijztda;tfé‘”d'”g after Technical 33,500, 53,500 | 58,000| 59,000| 30,000

Land Transport Regulatory Services transfer funding between years

NZTA are also requesting atransfer of funding from 2023/24 to 2024/25 to reflect the

rephasing of prejects andr-movements in salary costs involved in NZTA.

The rephasing of costs relate to unexpected movements in staffing and travel plans arising
from projects providing greater access to driver licenses in remote or under privileged
communities. Therefore, some costs will require transferring to following FY24/25. The
transfer covers-the cost of the resources necessary to deliver the programme. If the funding
is not transferred, NZTA will have to reduce the programme delivery.

These'relate to advice and services provided which support Ministers in discharging their
portfolio responsibilities relating to Vote Transport.

Land Transport Regulatory 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28
Services $000 $000 $000 $000 $000
Approved funding before 10873 8173| 7923 7923| 7923
Technical Update

Total change to appropriation (1,000) 1,000 - - -
Total funding after Technical 0,873 9,173 7.923 7.923 7.923
Update
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Carrying forward Milford Sound Aerodrome underspend

In recent years, the Milford Sound Aerodrome (the ‘Aerodrome’) has relied on funding from
the Ministry largely due to the effects of COVID-19. However, activity in the region is
recovering and a funding review is currently underway aimed at the Aerodrome’s long-term
viability and an appropriate fee structure.

While the Ministry progresses this review, it seeks an expense transfer of $0.700 million from
the Aerodrome’s unutilised budgeted funding in 2023/24 for continued operations in 2024/25
and to help smooth the introduction of increased landing fees charged at the Aerodrome. The
funding for the Aerodrome is appropriated through the Transport — Policy advice, ministerial
servicing, governance and other functions appropriation.

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027128
$000 $000 $000 $000 $000

Departmental Output Expense

Transport — Policy advice, ministerial
servicing, governance and other (700) 700 2 > -
functions

Maritime Oversight Security Committee — Strategic ihtelligence Analyst

As part of Budget 2023, the Ministry received’baselinefunding for a Strategic Intelligence
Analyst to support the Maritime Oversight Security Gommittee. The role involves handling
information that is best delivered throughan agency.with the appropriate intelligence security
facilities.

Maritime New Zealand is able to hast this fole and the Ministry is seeking to transfer its
baseline funding for this role ffem‘its Transport — Policy advice, ministerial servicing,
governance and other functions apprapriation to the Maritime Regulatory Response Services
appropriation for Maritime New Zealand.

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28
$000 $000 $000 $000 $000

Departmental Output Expense

Transport — Policy“advice, ministerial
servicing, govetnance and other (25) (125) (125) (125) (125)
functions

Non-Departimental Output Expense

Maritime 'Regulatory and Response
Serviees

25 125 125 125 125

Recreational Aviation Safety Services Activities invoice from 2022/23

The Recreational Aviation Safety Services Activities Permanent Legislative Authority (PLA)
appropriation provides funding for New Zealand aerodromes’ recreational aviation safety
activities. The Ministry is invoiced for these costs on a quarterly basis. Due to a clerical error,
the Ministry did not accrue the final quarter’s invoice in 2022/23 and the expense has been
recorded in the 2023/24 year.

BUDGET SENSITIVE
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In order to avoid unappropriated expenditure, we recommend that you, along with the
Minister of Finance, increase the amount authorised to be spent for these purposes under
section 9(1) of the Land Transport Management Act 2003. This authorisation can be sought
through the technical budget process. This increase will be fiscally neutral as it will reduce
the funding available to the NLTF (and therefore, for the delivery of the National Land
Transport Plan (NLTP). We do not consider that this reduction will have a material impact on
the delivery of the NLTP.

The Ministry has sufficient appropriation to cover the actual expected costs for the 2023/24
financial year, but because the 2023/24 year’s cost includes the final invoice from 2022/23
without this increase, the expense against the latter appropriation would exceed its current
authority.

BUDGET SENSITIVE
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MINISTRY OF TRANSPORT

The Minister of Finance is meeting with you today (5 April 2024) at 4pm to provide further clarity on
the Vote Transport initiatives that she intends to include in the draft Budget 2024 package.

We understand that this meeting will focus primarily on initiatives that were proposed to b ed
through reprioritisation of existing baseline funding,

|
To support this discussion, please see Table 1 for a summary of the !\%{‘S}Ns sition on the
Budget initiatives that we anticipate will be discussed at your meeting, uding, (Wwhere relevant)

the risks associated with funding not being provided through Bu 024 ?\

If the Minister of Finance is looking for further opportunities t@ erat ings or reduce the
volume of initiatives proposed through Budget 2024, th wsrry ecommend the following
options are considered:

Declining CAA’s request for Working Safer Levy funding. Given this

is funding sought from the ath the Crown, it is fiscally neutral. However, we
note that CAA have inc ‘%rovi or activities related to Health and Safety at Work
Act delegations in theirliguidi y initiative (for 2024/25), se@®@

Q: these functions being funded from the Working Safer Levy, and
t amount ($2.800 million 9@y from the liquidity facility bid

. Ma@ scaling of CAA’s liquidity facility bid to align with the Crown'’s efficiency
%@ tations. However, we would recommend seeking further advice on the impacts of
r preferred level of scaling before progressing this through Budget 2024.
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Table 1: Summary of Budget 2024 initiatives that may be discussed by the Minister of Finance

Funding sought /

Initiative Ministry comment
(returned) ($m)

Significant Budget initiatives

NZTA Land (0.772 million) over four | As part of your baseline savings proposal, NZTA are expected to scale
Transport years | their Land Transport Regulatory Services appropriation by 5%, which
Regulatory equates to $0.193 million per annum. This appropriation funds a range of
Services — functions, including:
ifflmency e Crash Analysis ($0.775m in 23/24)
eturn e Equitable access to driver licenses ($7.000m in 23/24)
e  Older driver licence holder subsidy ($1.445m in 23/24)
e Drug and alcohol assessment costs| ($1.030 in 23/24)
e Driver licence stop orders ($0.075m‘in 23/24)
e Ministerial servicing ($0.548m in,23/24);
NZTA has advised that to meet the $0¢193 millioh per annum savings
target, they would reduce fupding\fér the Crash’ Analysis System,
ministerial servicing, and the older driverdicence holder subsidy,
s 9(2)(f)(iv) Y - S\‘
N
nj
Ministry of ($13.980\million) ever [vThe 6.5% savings required of the Ministry will see its total funding
Transport — four yéars | available reduce by approximately 22.5% compared to 2023/24.
Efficiency Note™as agreed-in your | The Ministry has already taken significant steps to give effect to this,
return

Budget bilateral, this | including reducing 24 roles (10%) through an organisation restructure
reflects a 6.5% | completed in late 2023. Roles were removed from all parts of the
reduction to baselines | Ministry. We are currently completing a review of remaining vacancies
and expect to make further reductions in our establishment. This is likely
to see the Ministry’s headcount settle at approximately 220.

Growth in the Ministry since 2017 has been driven by three factors:

e  Growth in policy programme: the Ministry has been expected to
deliver substantive reform programmes under successive
governments. We are currently tasked with leading
transformational reforms of the revenue and aviation systems.
Through the Organisational Review, we reoriented teams
towards these priority programmes.

e Additional assurance responsibilities: with the strong growth in

investment being made in transport, the Ministry has been
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Funding sought /
(returned) ($m)
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Ministry comment

tasked with strengthening its investment and monitoring
function. This has been achieved through a mix of in-house
resource and external advisers to deliver best value for money.
e  Ensuring Corporate Services are fit for purpose: independent
reviews following the Joanne Harrison fraud highlighted
substantive deficiencies in the Ministry’s corporate functions.
Budget 2017 provided additional funding which, in part, was
used to right size these functions. We have continued to
improve and reassess the delivery of our corporate services«to
ensure these are fit for purpose, including having removed a
number of positions through the 2023 Organisation Review.

If further savings are sought, the Ministry will need to engage-with
Ministers to reprioritise its work programme=s\(2)(a)(i)

X/

CAA liquidity
funding

$46.177 million in
2024/25

Note: as agreed in your
Budget bilateral, this
assumes CAA carries
over $45m of liquidity
facility underspend, and
does nots 9(2)()
(iv)

A

(

o

s 9(2)(9)()

Consistent with gurvprevious advice, we recommend that funding is
provided faof the full year. s 9(2)(@)()

A\ Y 2"
R 4\
K2y O
AN L\

The Ministry of Transport has undertaken an assessment of CAA’s
fundingrreview proposals and has provided you with advice about our
findings and recommended next steps (0C240333).

8 9(2)(N(V)

Whilst expectations around the importance of progressing at pace can be
reiterated to CAA, it is unlikely that robust proposals will be ready in time
to enable earlier implementation.

Technical Budget initiatives

Civil Aviation
Authority
Health and
Safety at Work
Act (HSWA)
delegations

s 9(2)(H)(iv)

Note: this is fiscally
neutral to the Crown as

This initiative seeks §9(2)(f)(iV) Working Safer Levy funding
provided to CAA to support their expanded HSWA delegations. CAA were
provided with an uplift of funding in Budget 2023; however, funding was
only for one year (2023/24) to align with the agreed liquidity facility
funding. MBIE, who manage the Levy, have already accounted for an

s 9(2)(P(iv) funding for CAA’s expanded HSWA delegations —
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Ministry comment

it is funding from the
HSWA Levy

the Budget process is just the mechanism through which such decisions
are formally agreed.

It is possible that the Minister of Finance may decline this initiative. If
CAA’s liquidity facility bid is funded at the level recommended, there will
be minimal risk associated with declining this initiative for 2024/25 as
liquidity facility funding can be used for HSWA activities. 5 9(2)(f)(iV)

s 9(2)(1)

Emergency This initiative seeks funding to improve New Zealand’s maritime
Ocean emergency ocean response capability (EORC), with a focus,on the Cook
Response Strait. Funding would be used to complete an EORC busingss, case (at a
Capability for cost of $600,000) to better understand which\EORC capability is most
the Cook appropriate. s 9(2)(i) ) AN
Strait (tug <\ o~
boats) &Y N\N
AT ©
We recognise that our/preférred option does not immediately provide an
increased EORC capability forthe Cook Strait, and that if another
incident were ta’oecur, a responsé would need to be delivered by
available vessels of oppOrtunity. However, we also note that mitigating
actions have been taken (Such as navigational changes by the
Harbourmaster andi\improved inspections for Cook Strait ferries) to
reducenthe likeliheed of incidents occurring.
Surf Life $63.644 million oyer Y, In Budget 2020 Coastguard New Zealand (Coastguard) and Surf Life
Saving New fouryears®| Saving'New Zealand (SLSNZ) received funding to ensure the
Zealand / Mmaintenance of critical frontline prevention and rescue services to reduce
Coastguard New Zealand’s drowning toll. However, increasing volume, price and
New Zealand wage pressures have meant that both organisations are now forecasting
pressures ongoing deficits and have limited options to absorb these pressures

without a reduction in frontline services, ultimately risking the potential
loss of life.

Additional funding would ensure the following services continue to be
provided to protect New Zealanders in, on, or around our waters:

e assistance to recreational boat users including on-water safety
services, boating education programmes, community initiatives,
critical marine communications, and safety and information
services

e proactive beach lifeguarding and essential emergency rescue
services, public education beach safety programmes, education,
training, and development.
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Ministry comment

Severe
weather /
emergency
response
readiness,
resilience, and
recovery

$23.142 million over
four years

This initiative was submitted late in the Budget process to provide an
option to the Minister of Finance on how she could utilise residual Vote
Transport underspends.

The initiative proposes to support four NGOs (Surf Life Saving NZ,
Coastguard NZ, NZ Land Search and Rescue, and Amateur Radio
Emergency Communications) to replace assets that were destroyed /
damaged during the North Island Weather Events, and to provide
appropriate training, PPE, equipment and enhanced regional
coordination to improve readiness for future severe weather events.

We understand that Cabinet are yet to consider the recommendations
from the Government Inquiry into the Response to the Northusland

~\ N\
) AN

As such, weg'believe the.Minister of Finance may
decline seeking funding for thisdnitiative at this time. While the Ministry
believes there is merit in funding, this initiative, we agree that it would be
appropriate to wait until the inguiry recemmendations have been
considered by Cabinét.

Severe Weather Events s 9(2)(f)(iv)

Ground Based
Navigation
Aids

$10.000 million over
four years

This initiative is for funding fonAirways to deliver the remaining three of
five Crown-funded grolnd-based navigation aids (GBNAS) that pertain to
the minimum operating=network (MON) used to safely recover aircraft as
anemergency alternative to GPS navigation across mainland New
Zealand.

Fundingawas/approved in Budget 2022 for all five GBNAs; however
unfereseen market changes beyond Airways’ control mean the available
Crown funding is no longer sufficient to complete the MON.

In the absence of funding, low performance aircraft (primarily emergency
services) may be unable to comply with Civil Aviation Rules which require
them to have a secondary form of navigation if GPS fails. Because of this,
we anticipate affected operators will not fly in these locations rather than
contravene the rules. If operators choose not to proceed, patients
experiencing a medical emergency or communities requiring evacuation
after a disaster may not have access to air travel. We understand some
operators have made business decisions on the understanding these
GBNAs will be available in the near future and have purchased aircraft
that cannot operate on the older style of navigation aid currently installed
(but near end of life) at the five locations.
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Options to utilise residual reprioritisation funding
19 March 2024

Context

As outlined in the Technical Budget package A3s you received on 18 March 2024, there is
estimated to be $23.142 million of residual funding available for reprioritisation even after you-have
proposed funding your priorities®. You have asked for options on how this residual funding’could be
utilised within Vote Transport; this information is provided below for your consideration:

Options to utilise residual reprioritisation funding

Initiative Funding Ministry comment

impact ($m)
Metropolitan rail 23.142 | Ministry’s préferred option
pressures (note: s9@M@) . “Fhe Minister of Finance indicated at your
Partial funding for s 9@2)(®H ) _ ¢ Budget bilateral that new Crown funding of
costs related to the backlog ) [ 59@@@) be provided for metropolitan rail
of deferred renewals pressures, which includes §9@2)®(iv)

- for cost escalations on
Auckland’s Rail Network Rebuild
s 9(2)(f)(iv)

and
$107.7m for one year of the local share
shortfall in Network Management Plans and

one year of deferred renewals.

We suggest that residual reprioritisation
funding be provided to offset the 59@2)(iv)

directly impact the reliability, safety and
therefore provision of metropolitan rail
services. s 9@2)H (V)

L Your reprioritisation priorities include: $63.6 million for Surf Life Saving NZ and Coastguard NZ cost pressures, $10 million to complete
the minimum operating network of Ground Based Navigational Aids, and §9(2)(i)
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Funding

impact ($m)

Ministry comment

Severe weather
Response, Resilience and
Recovery

Funding to ensure search
and rescue NGOs are
prepared to respond to
future severe weather
events (through training,
PPE, and replacing
destroyed assets)

23.142

(note: original
request was
$26.6m over

four years so

this would be a
scaled amount)

In OC240213 we provided you with information
on this initiative, which we believe is a worthy
investment as search and rescue agencies
face financial difficulties and are unlikely to be
able to afford repairs to buildings damaged in
the NIWEs (many are either unable to be
insured, or insured to a value that is less than
the cost of replacement / repair). Investment
here would also strengthen the response, to
severe weather events in the future. However,
this initiative is subject to recommendations
from the Government Inquiry into.the
Response to the North-sland Weather Events,
which is due to be cansidered*hy Cabinet in
late March. The"Ministry had recommended
deferring funding*for this.initiative until the
Inquiry is Considereg.by Cabinet, s 9@2)®Hv)
PRV \\!

¢ Wealso note that Section 9(1)(a)
funding is@aviable alternative funding source,
thotigh. this'would reduce National Land
Trapspoert Funding.

Offset operating Crown
funding sought for North
Island Weather Events
Local Road Response and
Recovery

23,142
s 9NN/

N
NS
) &QY“

. Q)

Following your Budget bilateral, we understand
the Minister of Finance is likely to recommend
$330m of new Crown funding in 2023/24 and
2024/25 be provided for local road Response

and Recovery through Budget 24, 5 92)()
(v)

You could reduce the draw on
Crown funding in Budget 24 by offsetting the
request with your $23m of reprioritisation. This
would support the Minister of Finance’s goal of
fiscal discipline, but would not result in the
purchase of additional transport outcomes.

Please note we are only referring to local road
response and recovery costs here because the
funding available for reprioritisation is OPEX
rather than CAPEX (so would not offset costs
related to State Highway Recovery and
Rebuild).
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Initiative Funding Ministry comment
impact ($m)
s 9(2)((iv)
1 1 N
Next steps

e Based on your decision regarding utilisation of the $23.242 millionwresidual funding, the
Ministry of Transport will upload your proposed Technical Budget package to CFISnet (due
1pm 20 March 2024).

e Your Technical package will be assessed hy the/Treasury; and the Minister of Finance will
determine which initiatives she is comfortable’presenting to Cabinet.

e Cabinet meet on 29 April 2024 to agree initiatives.that are funded through Budget 2024.
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16 February 2024

Hon Nicola Willis
Minister of Finance
Parliament Buildings

WELLINGTON

Budget 2024 Initial Baseline Exercise Submission

Dear Nicola

| am confirming that | have submitted the Initial Baseline.Exercise,forthe Ministry of
Transport, which covers all proposals including the required nufmber of baseline reduction
savings and targeted policy savings and the capital pipelinedeview for the Transport

Portfolio.

The Budget 2024 Initial Baseline Exercise Summarytemplate for Vote Transport is attached,
which has been reviewed and approved by me as‘ead Minister.

The individual baseline reduction.initiatives-outlined below for the Transport portfolio have

also been submitted as part of ©ur Budget.2024 Initial Baseline Exercise return:

ID 15659

Ministry,of Transport (Policy and Back-office) — Efficiency Return

ID 15691

New Zealand Transport Agency Regulatory Services (Policy and Back-
office) — Efficiency Return

ID 15694

ID 15697

Improving Resilience of the Roading Network — Operating Costs (Back-
office) — Efficiency Return

ID 18740

Community Connect Programme Administration — Return of funding for
adjustments to the scheme

ID 156714

Maritime Regulatory and Response Service (Policy and Back-office) —
Efficiency Return

ID 15717

Civil Aviation and Maritime Security (Policy and Back-office) — Efficiency
Return

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand | +64 4 817 6804

s.brown@ministers.govt.nz



92N
D 15719 | W
- . . . s 9(2)(f(iv)
ID 15720 Retaining and Recruiting Bus Drivers Funding —
s 9(2)(f(iv)
ID 15722 Clean Car Standard Operation (Back-office) — Downsizing Programme
Funding
ID 15726 |7@0

| have also submitted the new spending initiatives that were specifically invited, as detailed

below:
ID 15769 Civil Aviation Authority Liquidity Funding (Time Limitéd Furnding)
ID 156771 North Island Weather Events (NIWE) Road Response,\Recovery and
Rebuild (Time Limited Funding) Bid
ID 15789 Government Policy Statement on Land Transpart 2024 (GPS 24)

Placeholder Bid

| also confirm that | have submitted a template for my-proposed capital pipeline and
submitted the following capital initiatives:

ID 15755

New Zealand “Upgrade. Programme (NZUP) — proposed reduction to
NZTA delivered programmes

Note. this'includes the following invited initiatives:
o _Melling Intersection (Riverlink)
Otaki to North of Levin
Queenstown Package
South Auckland Package
SH1 Whangarei to Port Marsden Highway Safety Improvements
Canterbury Package
e Papakura to Drury

e e o o

ID 15764

New Zealand Upgrade Programme (NZUP) being delivered by NZTA -
cost pressure risk

ID 15756

Rail Network Investment Programme (First 5 Years)

ID 15757

Auckland’s Rail Network Growth Impact Management (RNGIM) and Rail
Network Rebuild

ID 15758

North Island Weather Events (NIWE) — Rail Resilience Improvements




ID 15759 Wellington Metro Upgrade Programme 1Il (WMUP [Il) — Catch Up
Renewals

ID 15760 Wellington Metro Upgrade Programme IV — Unlocking Capacity and
Improving Resilience

ID 15761 RNIP - Public Transport Infrastructure

ID 15762 NZUP - Whangarei to Otiria and Wellington Infrastructure projects

ID 156763 Hopper Wagons Reprioritisation

ID 15774 Rail Network Investment Programme (new spending initiative)

ID 15765 | Auckland’s Rail Network Rebuild” "~ . N
(cost pressure initiative)

ID 15766 Metropolitan Rail Backlogs and Network Management Plans (Cost
pressure)

Yours sincerely

T

{

fore.

Hon Simeon Brown
Minister of Transport
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Annex 1: Budget 2024 Initial Baseline Exercise Summary

Template for Vote Transport

Section 1: Overview

Summary of proposed operating baseline changes through Budget 2024

Impact $m increase/(decrease)

2023/24

2024/25 | 2025/26

2026/27

2027/28

&
Outyears

Total

Total submitted for baseline
reduction target*

(38.099) | (50.705)

(35.730)

G0.007)

(154.541)

If required: total amount of
targeted policy savings**

Total amount of revenue
options***

Total savings/revenue
proposed

(38.099) |V(50.705)

(35.730)

(30.007)

(154.541)

If invited: cost pressure funding
sought

If invited: new spending OPEX
sought****

50:000

Total new OPEX funding
sought

50;000

Total new CAPEX funding
sought

Net OPEX impactiof all Budget
2024 proposals

50.000

* Outyear baseling/savings decrease by 5 9(2)(f)(iv)

from 2033 as these savings relate to time limited funding.

** The Minister'of Transport was initially invited to submit a targeted policy savings initiative for returning funding related
to AucklandLight Rail. However, Cabinet had already taken decisions on 18 December 2023 to return $98 million
CAPEX relatedhto Auckland Light Rail strategic land acquisition. Due to decisions already being progressed, Treasury
confirmecdkthat we are no longer required to submit a targeted policy savings template.

*#PRlease note that we have exclusively used savings options to develop our baseline savings proposal. However, in
addition to the savings identified above, the Minister of Transport is taking a paper to Cabinet on 4 March 2024 to agree
a new funding package for the Government Policy Statement on land transport 2024 (GPS 2024). This funding package
proposes two new revenue streams (increases to Motor Vehicle Registration fees ($1.053 billion over four years) and
increases to Fuel Excise Duty and Road User Charges from 2027 ($1.260 billion over four years)) which subsequently
reduce the level of Crown funding required for GPS 2024. If these revenue options are agreed, they will substantially
increase the level of Crown funding being returned from Vote Transport, and well exceed our target of $38.5 million per

annum.

**** Please note that there is irregular outyear funding for our new spending proposals. 5 9(2)(f)(iv)
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In addition to the above, we have also submitted a placeholder bid for funding
associated with the Government Policy Statement on land transport 2024 (GPS 2024),
which is intended to be a pre-commitment against Budget 2024. Decisions on GPS
2024 funding are anticipated to be taken by Cabinet on 4 March 2024, ahead of Budget
2024 decisions. We are submitting this placeholder to provide greater transparency to
the Crown on the total potential draw on Budget allowances. Therefore, in addition to
the funding sought through the Vote Transport Budget 2024 package, the draft funding
package for GPS 2024 seeks the following (please note this is over and above funding
already approved for GPS 2024, and is also subject to Cabinet decision making):

Funding type Funding sought ($m)
2024/25 2025/26 2026/27 2027/28 Total
&outyears
Crown grant (capital) 1,048.000 | 1,048.000 | 1,048.00Q0| \(potential to*| 3,144.000
be_ongoing)
Crown loan (capital) 1,027.000 | 1,027.000 | 1/627-000 - | 3,081.000
Total 2,075.000 | 2,075.000 [¥2,075,000 (unclear) | 6,225.000

Key points about our Initial Baseline Exercise

e The Vote Transport baseline savings proposal identifies $154.541 million of
savings initiatives through a eembination of agency baseline reductions and
reductions to Crawn:funded programmes, thereby marginally exceeding the
Vote Transport savingsttarget of $154 million over four years ($38.5 million per
annum). Please see‘Section 4 for a detailed breakdown of each initiative.

e Savingsiave been distributed unevenly over the forecast period (i.e. greater
savings delivered,in earlier years, with ongoing savings of $30 million per
annum) to-align with the diminishing baseline funding profile for Vote Transport.

¢ In angffart to meet the intent of the Initial Baseline Exercise, our savings
proposal consists exclusively of genuine savings for the Crown and does not
count'savings related to funding for GPS 2024. If you include the revenue and
efficiency expectations associated with the draft GPS 2024 (which subsequently
eliminate the need for $716 million of operating grant funding agreed by the
previous government), savings from Vote Transport far exceed the target
set, and ongoing Crown savings increase to $130 million per annum.

o Please note that in addition to the savings identified in this proposal, Vote
Transport has also returned $1.793 billion of funding through the Mini Budget
and subsequent decisions from Cabinet.
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Section 2: Alignment with Government Priorities

How Budget 2024 priorities relate to Vote Transport

Vote Transport makes a significant contribution towards the Government’s priorities for
Budget 2024, both through land transport investment directed through the Government
Policy Statement on Land Transport (draft GPS 24) as well as though the activities of
our regulatory and policy agencies in the aviation and maritime transport sectors.

Budget Priority 1: Building for Growth and enabling private enterprise

The draft GPS 2024 will shortly be released for consultation. The GPS directs
investment from the National Land Transport Fund (NLTF) and is the Government's
most significant lever for influencing investment in the land transport'system:

The draft GPS will signal that the Government’s top priority for investment through this
GPS is to support Economic Growth and Productivity. New'Zealand’s economic
prosperity is underpinned by a transport network that ehahles people and freight to
move around easily, efficiently, and safely.

Core to this priority will be the re-introduction,of the Roads _of National Significance
programme, which was started under the previolus National Government in 2009. The
Government will also invest in major publicitransportyprojects alongside local
government to deliver more travel choices and.redticed congestion in our major cities.
Strategic investments in land transportyincluding the Roads of National Significance,
combined with better use of existing/infrastructure, will boost New Zealand’s long-term
growth prospects, and impreve housing-affordability — making a material difference to
our nation’s standard of living.

These investments-will@also hring benefits for national economic growth and
productivity, particularly given that state highways carry most of New Zealand’s inter-
regional freight, and link-major ports, airports and urban areas.

Through Budget 2024, funding is being sought to ensure the Civil Aviation Authority
(CAA,; including.the Aviation Security Service) has sufficient resources to continue to
play a vital rOle in maintaining connections between our towns and cities and with the
rest of the*world while it progresses towards consultation and implementation of its
funding.review. These connections are vital for enabling economic growth and private
enterprise.

Funding is also being sought to continue investment in the areas damaged by the

North Island Weather Events (NIWE), to ensure that vital connections are restored to
support access to employment and industry within impacted regions.
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Budget Priority 2: Delivering effective and fiscally sustainable public
services

Vote Transport is demonstrating a commitment to delivering effective and fiscally
sustainable public services through:
e Returning significant funding through decisions already taken.
e Making value for money a strategic priority for land transport through the GPS
2024.
e Ensuring that CAA and Maritime New Zealand (Maritime NZ) are placed back
on a sustainable funding path through the completion of their funding reviews.
o Delivering a baseline savings package that embeds expectations of efficiency
and effectiveness in agency baselines and focuses programme expenditure-en
priority areas.

Vote Transport has already returned a significant amount offunding

Decisions have already been taken to return $1.340 billiondn.operating funding and
$0.453 billion in capital funding. These decisions return-a significant amount of funding
which can be redeployed towards Government prieriti€s, while also reducing the risk of
future cost escalations that may have required additional/Crown funding.

Initiatives Total OPEX Total CAPEX
($m over 4 ($m over 4
yrs) yrs)

Stopping the Clean Car Disceunt 50.000 -

Exiting the Crown’s contributions\to-Let's Get 525.000 355.000

Wellington Moving

Ending free Public-Transport for 5- 12 year olds 265.000 -

and half price Public/Transport for 13- 24 year

olds

Return funding ~National Land Transport Fund 500.000 -

Return funding — Auckland Light Rail Strategic - 98.000

land acquisition

Total 1,340.000 453.000

GPS 2024 will make value for money a strategic priority for the land transport
system

The draft GPS sets clear expectations that the New Zealand Transport Agency (NZTA)
will continue to take a leading role in securing improved effectiveness and efficiency
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within the priorities for investment established by the Government. This means a key
focus on value for money in all parts of the transport sector.

NZTA have been directed to reduce head office expenditure by 7.5% and to find further
efficiencies within temporary traffic management and better use of existing digital
infrastructure and information systems.

The draft GPS is also focussed on ensuring revenue settings are appropriate. The
current draft proposes a one-off increase to the NLTF component of the annual Motor
Vehicle Registration (MVR) licence fee, which will generate approximately $263 million
per annum in additional revenue for the NLTF ($1.053 billion over four years); and
increases in Fuel Excise Duty (FED) and Road User Charges (RUC) from January
2027, providing revenue of $1.260 billion over four years.

Through these initiatives, we have eliminated the need for the remaining Crown
operating funding of $716 million that was agreed (in principle:by the previous
government for GPS 2024!. These savings are in addition/to those proposed through
the baseline savings exercise.

Funding reviews for CAA and Maritime NZ will\pface bothnentities back on a
sustainable funding path

Prior to the COVID-19 pandemic, CAA and*Maritime NZ were both primarily funded
through third party fees, levies and charges, with‘the Crown funding only a small
percentage of each agency’s activities! The"COVID-19 pandemic disrupted their
revenue sources and delayed.theirfunding‘teviews, requiring the Crown to provide
financial support in the inteimxMaritime NZ is expected to implement their funding
review by 1 July 2024, significantly~reducing fiscal risk to the Crown. Progressing
CAA’s funding reviewsis, a=priotity’so that COVID-19 support is not required beyond
2024/25.

Our baselin€ savings package embeds expectations of efficiency and
effectiveness'in agency baseline and focuses programme expenditure on priority
areas

This is diseuSsed further below under “Our approach to developing a baseline savings
proposal®.

1 The previous government agreed to provide $100m of traffic infringement fine revenue per annum ($400m over four
years), $500m as an allocation from the Climate Emergency Response Fund, and $841m as a Crown grant towards
their Strategic Investment Programme. This equated to $1.741 billion over four years, but the $500m CERF
allocation and $525m associated with stopping Crown support for Let's Get Wellington Moving was returned through
the Mini Budget on 11 December 2024, resulting in a remaining operating grant forecast of $716m.
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Budget Priority Three: Addressing the rising cost of living

s 9(2)(9)(M)

Trends and key features of Vote Transport baseline funding

Vote Transport expenditure grew by $3.82 billion (80%) between 2019 and 2023 but
faces a declining funding profile across the forecast period.

Prior to recent decisions taken by the Government, expenditure for 2024 was foregast
to reach $11.720 billion. Much of this recent growth has been driven.by timeslimited
funding — particularly within the Rail Network Investment Prografime, emissions
reduction activities, NIWE funding, and COVID-19 support refated expenditure — and as
a result Vote Transport faces a declining funding profile in‘theoutyears{with funding
dropping back to $6.400 billion in 2028.

Vote Transport Funding 201922028

14.00 ~ X7 \
12.00

10.00

<
8.00 </ )
6.00 ~ :
4.00 . N
2.00 I I /
0.00 ("N -

20197y 2020 2021 2022 2023 2024 2025 2026 2027 2028

S billions

m Capital’(excluding debt) ® Operating Debt

Work has alrgady begun within Vote Transport to:
e respondto the significant growth shown above,
e e-align funding to Government priorities, and
¢, Naddress issues stemming from the declining funding profile.

As'mentioned previously, we have returned $1.793 billion from existing projects, and

the Ministry has reduced and redeployed resource to better respond to the
Government’s priorities.

Approach to developing our baseline savings proposal

On 21 December 2023, Vote Transport was tasked with finding $38.500 million (7.5%)
per annum in savings. The savings target was calculated on an “average eligible
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BUDGET SENSITIVE

baseline” which excluded funding provided to deliver the National Land Transport
Programme. Our eligible baseline declines significantly over the forecast period with
funding in 2028 being $254 million less than our average eligible base. Therefore a
$38.5 million reduction to baselines in 2028 would be a 15.2% reduction in real terms
rather than 7.5%.

Our approach to developing a baseline savings proposal began prior to this date when
we requested information from agencies on the consequences of a 2%, 5% and 10%
reduction to relevant appropriations (excluding frontline and PLAs). We also asked for
information on the quantum of project funding that is not legally committed and
therefore potentially available for reprioritisation.

Following receipt of a finalised baseline savings target and confirmation of new
guidelines and Government priorities (for Budget 2024 and for Transport specifically)
we applied a prioritisation framework that ranked savings opportunities based)on their
alignment with Government priorities and the potential consequences assaciated with
funding reductions.

Agency baselines:

¢ Any surplus funding identified as not/being requited to deliver outputs is
to be returned in full.

¢ Beyond that, we propose an_ éfficiency dividend of 5% in respect of
agency baseline appropriations adjdsted up or down depending on
impact analysis.

e Set an expectation that these paseline reductions should come from
those areas signalled though/the budget guidance (back-office FTE,
contractor and.censultant.expenditure and areas of low value spending).

e We also considered alternative funding sources (such as user pays
models) where appropriate.

Programmes
¢ Pregrammes with low alignment to Government priorities were proposed
as, savingsopportunities, whereas those that were highly aligned were
protected.
e Savings opportunities were focused on uncommitted funding to avoid
leaving entities with legal commitments that they were no longer funded
to deliver on.

Withinboth agency baselines and programme savings, we chose to protect areas
facing'significant cost pressures, or areas where funding reductions would compromise
agency core functions.

In addition to developing a savings proposal that contributes a material amount in

ongoing savings, we sought to develop a package where savings would be unevenly
distributed across the outyears, to better align with our diminishing funding profile.
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Our baseline savings proposal

Vote Transport’s baseline savings package proposes $154.541 million in savings over
four years from across the Vote, which marginally exceeds the target set by $0.541
million. This package proposes ongoing savings of $30 million per annum (11.57% of
in-scope appropriations). A table summarising the proposal can be found below; the
main components are:

Agency baselines

s 9(2)(f)(iv) in savings has been found through efficiencies within agency
baselines, including a 5% baseline reduction for the Ministry of Transport, Civil
Aviation Authority, Maritime New Zealand and select New Zealand Transport
Agency appropriations.

$47.368 million in savings has been found by proposing/aichangesto the way
the Clean Car Standard Scheme is administered to reduce-Ongaing operating
costs. We will implement a user pays model befores1\July 2025 torrecover the
costs of the streamlined administration function An‘the intefim:*NZTA will
reprioritise existing Section 9 regulatory funding to/manage costs associated
with 2024/25 while the user pays model is.developediand implemented.

$6.839 million has been found through returningadministration funding
associated with the recent expansion 10,the Comimunity Connect Programme
(i.e. half price fares for under 25, year olds,”and free fares for under 13 year old).
Concessions funding for this pelicy was feturned through the Mini Budget on 11
December 2023, and we arevnow able tojreturn the associated administration
funding.

Programmes

s 9(2)(H)(iv) ~ of these_savings come from returning uncommitted funding for
three programmes to ensure that the components that provide value are
retained whilst we consider alternative approaches to achieve the outcomes
that were/being seught. These programmes are: Retaining and Recruiting Bus
Drivers; s9@)@m@) " ) s 9(2)(i)

~
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Recommended savings ($m)

2024/25 2025/26 2026/27 2027/28 Total
Agency Baselines PG
Programmes
Total 38.099 50.705 35.730 30.007 154.541
Target 38.500 38.500 38.500 38.500 154.000
Above target / (0.401) 12.205 (2.770) (8.493) 0.541
(Below target)

1,000
900
800
700
600
500
400
300
200
100

S million

As noted earlier,/0ur baseline savings proposal consists exclusively of savings

2025

[ |igfhleDaseline per year

2026

Proposed Savings as a % of the baselineelMyear

2027

e Savings %

2028

14.00%

12.00%

10.00%

8.00%

6.00%

4.00%

2.00%

0.00%

proposals afid/does not count savings related to the NLTF. If you include the £ @0

s 9(2)(P(iv)

.(7.5% of overheads) efficiency dividend for NZTA, and the MVR and

FED / RUC revenue options associated with the draft GPS 2024 (which subsequently

eliminate the'need for the $716 million operating grant agreed by the previous

governmentfor GPS 2024), savings from Vote Transport far exceed the target set,
and ongoing Crown savings increase to $130 million per annum.

Please note we will continue to explore options to reprioritise existing funding towards

emerging pressures within the Vote and expect to propose further initiatives for

Cabinet’s consideration through the Budget Technical package, due to be submitted in

March 2024.

BUDGET SENSITIVE




BUDGET SENSITIVE

Please provide a ranking of preferred savings proposals (up to top 10), and any
invited spending proposals (up to top 10).

Ranking of savings proposals

Ranking of spending proposals (if
invited)

g{@

1. | Improving Resilience of the Roading Civil Aviation Authority Liquidity Funding
Network — Operating Costs (Back-office) — (time limited funding)
Efficiency Return
2. | Community Connect Programme North Island Weather Events (NIWE)
Administration — Return of funding for Road Response, Recovery and Rehuild
adjustments to the scheme (Time-Limited Funding) Bid
3. | Clean Car Standard Operation (Back-office) | Government Policy=Statement on lfand
— Downsizing Programme Funding transport 2024 (GPS 24)
[note: this initiative was.not'invited, but
will be alpre-commitment against Budget
2024(=deCisions-tobe taken by Cabinet
on 26+Februar,2024]
4. | Ministry of Transport (Policy and Back-
office) — Efficiency Return
5. | New Zealand Transport Agency Regulatery
Services (Policy and Back-office) —
Efficiency Return
6. | Maritime Regulatory and\Response“Service
(Policy and Back-office)— Efficiency 'Return
7. | Civil Aviation and“Maritime Security (Policy
and Back-office))— Efficiency’Return
s 9(2)(f)(i
8 (2)( )%% (<
t O
9. | Retaining’and Recruiting Bus Drivers
Funding,— $92)((iv)
10.
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Section 3: Planning for Managing Within Baselines

Transport agencies are at varying levels of readiness to manage reductions to
baselines going forward:

The Ministry of Transport has recently undertaken a restructure that removed
24 roles, with a further 5-6 roles being removed by 30 June 2024 and further
reductions expected to occur incrementally over the forecast period. In addition
to this, the Ministry will reduce its consultant and contractor spend and continue
to reduce roles from its establishment to operate within these targets. 5 9(2)@)()

N\

\\Y"
Following decisions from Cabinet and the Minister of Transpart, the New:
Zealand Transport Agency has returned (or is in the preCess'of returning) a
substantive amount of funding for transport policies, including Community
Connect changes from Budget 2023 ($265 million)sthe Clean €ar-Discount
($50 million), and Transport Choices ($124 millien)< Throudh the baseline
savings proposal, further Climate Emergency.Response kund initiatives will

also be 59@)®Hv) /N Nt

A Y L,
We are also shifting to a user pays mode|*for Clean‘Car Standard administration

costs. While this may not be impletnentableduntil 1 July 2025, NZTA will fund
their CCS administration costs through intérnal reprioritisation of Section 9
regulatory funding in 2024/25 (please/ote.that NZTA currently have $34.870
million funded through SecCtion"9 forregulatory services in 2024/25).

In recent months, work-has ‘also/begun to identify ongoing efficiencies within
National Land Transport Fund.(NETF) funding that can be redeployed to offset
pressures related to,the delivery of National Land Transport Programme
initiatives, andtanticipated.-projects signalled in the draft GPS 2024. However,
NZTA will be reliant on.decisions from Cabinet about new Crown funding for
GPS 2024.Imthedabsence of such decisions, NZTA will be unable to deliver on
the Goyernment’s,priorities for transport as described in the draft GPS 2024.

Maritime New Zealand will manage proposed reductions through reducing
three FTEs.(one Maritime Security Advisor and two regulatory operational policy
roles)and will be utilising their new funding model (following implementation of
their-funding review on 1 July 2024) to cost recover expenses.

Similar to Maritime New Zealand, the Civil Aviation Authority is in the process
of seeking agreement to a new funding model, §9@2)((iv)

With the respect
to savings identified in our baseline savings proposal, CAA intend to find
efficiencies in their back-office functions, with potential areas of impact being
Ministerial servicing, policy advice, international engagement.

Savings proposed from KiwiRail are minimal at this stage given the significant
level of cost pressures across both metropolitan rail and the Rail Network
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Investment Programme. Further advice is being developed by the Ministry,
working with KiwiRail, to provide Ministers with transparent choices about the
level of funding that would be appropriate to deliver on the Government’s
priorities for rail, and options to reprioritise existing baseline funding. Please
note there are substantive interdependencies with GPS 2024 funding, so
decisions taken by Cabinet on GPS 2024 will affect the level of Crown funding
available to KiwiRail for reprioritisation in future.

e The Transport Accident and Investigation Commission (TAIC) is similarly
not included in the baseline savings proposal at this stage given TAIC have
limited ability to reprioritise or find efficiency savings and already struggle to
recruit and retain staff given the specialist nature of their work. For context,
TAIC has approximately 37 FTE and consistently spends to budget. Increases
in funding demonstrably improve the speed and volume of inyestigations
undertaken and completed throughout the year. We expect TAIC to centinue to
manage operations efficiently, and will review, where appropriate; opportunities
to improve efficiencies.

In spite of savings proposed to be returned to the centre~and/plansito-improve
efficiencies, there continue to be significant pressures.that remain’unaddressed within
Vote Transport. Please see the table below for details,on thése\pressures, and where
relevant, our plans to address these. Note that«ed rowsindicate substantive pressures
where no plan to manage within baselines has’been formally identified or agreed — the
Ministry will provide further advice on optiens<for Ministers to consider.

PresSures‘temaining ($m)

2023/24

2024/25

2025/26 | 2026/27

2027/28
&

Total

Outyears*

Operating cost pressures that will be difficult to manage in baselines

Notes

Rail cost pressures

including:

o S 9 (i)

o Metro rail
deferred
renewals

o Metro ralil
existinguenewals
progfammes

o Network
Management
Plans

o RNIP (KiwiRail)

S.92)(D@)signalled in total cost pressures in the Capital Pipeline Review

There are significant
issues with the
sustainability of funding
for both freight and
metro rail. Further
advice will be provided
on this issue, and can
be discussed with the
Minister of Finance
during Budget bilateral
discussions.

Civil Aviation
Authority Liquidity
Funding (time
limited funding)

s 9)(N(iv)
(2024125 only)

Invited into Budget
2024.

BUDGET SENSITIVE
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NIWE Local Road
Response and
Recovery

s 9(2)(f)(iv) between 2023/24 s 9(2)(f)(iv)

Invited into Budget
2024,

Operating cost pressures to be managed in baselines (or awaiting decisions from Cabinet)

Maintaining Critical 13.671 15.112 16.606 18.255 63.644 | We will provide options
Frontline Prevention to address this pressure
and Safety Services through reprioritisation
at Existing Levels of Vote Transport
underspends (via the
Technical Budget
process).
Health and Safety 2800 | T This initidive-s fiscally
at Work Act neutral.te the Crown as
(HSWA) A it séeks HSWA Levy
Delegations (CAA) funding. We will provide
options to progress this
uplift via the Technical
Budget process.
s 9 (iv) ' %V N\
A/ . &@
Fuel Excise Duty 32.000 - : - 32.000 | Given efficiencies
Reduction Policy expected from NZTA,
Wash-up (NZTA) we propose that NZTA
manage this within
baselines.
Severe Weather / sAQMN) e’/ We understand the
Emergency :) ?\ Government inquiry into
Response ] the Response to the
Readiness, < North Island Severe
Resilience, and Weather events will be
Recovery (MoT / considered by Cabinet
NZSAR) in March 2024,
Decisions by Cabinet at
this point will determine
whether this initiative is
required / progressed
through other means.
Toal operating 32000 |70

Capital cost pressures that will be difficult to manage within baselines

New Zealand
Upgrade
Programme cost
pressures (NZTA)

NZTA have an estimated shortfall of $0.5 billion - $1.5 billion.

NZTA propose addressing the shortfall by descoping the programme
through reprioritisation within the programme and delaying some delivery
decisions until procurement and affordability is clearer.

Please refer to capital
pipeline review and
note Ministry to provide
additional advice on
options to manage
within baselines.

BUDGET SENSITIVE

13




BUDGET SENSITIVE

NIWE State
Highway Recovery
and Rebuild

$609.250 million for Recovery s 9(2)(#)iv)

Invited into Budget
2024,

Capital pressures to

be managed within baselines

Ground-Based 4.900 2.700 0.100 7.700 | We are presenting
Navigational Aids options to reprioritise
(GBNAs) (MoT/ funding within baselines
Airways NZ) (from KiwiRail's coal
hopper wagons funding)
through the Technical
Budget process to
address this'pressure.
Toal Capital cost 4.900 2.700 0.100 7.700 | Does:not include the

pressures

0.5 billion - $1.5 billion
from NZTA for NZUP

Update on the Vote Transport Specific Fiscal Risk “Auckland City Rail Link
Ownership Issues (Policy Change — Expenses)”

In addition to the above, we now consider it likely‘that'the Sponsors of the City Rail
Link project will make final ownership decisions\on,CRL ‘agsets during the 592 (i)
s 9(2)(H(iv) and that this decision will hayefiseal implications for the Crown

(crystallising the existing specific fiscal risk).

The City Rail Link project is being delivered threugh City Rail Link Limited (CRL Ltd) a
limited liability company owned by Auekland,€ouncil and the Crown. The project is

funded 50/50 by the Council and\thé Croewn\with the Crown recognising an investment
equal to our 50% share. CRL ktd was never intended to be the long-term owner of CRL
assets with the assets set'to be vested with each Sponsor (or the representative) upon

project completion. so@6y ) §
(Y AN
> L
Depending onvthe valde of the assets vesting with each Sponsor, the Crown may have
to either write up oriwrite down the value of the investment at the time final decisions
are made. The decision will also trigger a change in accounting treatment that will have
appropriationtimplications for the Crown. The exact quantum of the impact is still
unknown £2@0(v)
N\
N\ Under the Sponsors Agreement neither
Spansor is to receive compensation from the other in the event that the ultimate split is
not 50/50.

Note that nothing about this work or the decisions referred to above change the
expected project cost or project completion date.
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Section 4: Detailed breakdown of savings initiatives

Agency Title Proposed savings ($°000) % reduction of total
appropriation
24/25 25/26 26/27 27128 TOTAL
Agency baseline reductions
Ministry of Ministry of Transport (Policy and Back-office Advice) — Efficiency Return 2,793 2,708 2,627 2,627 10,755 5%
Transport
New New Zealand Transport Authority Regulatory Services (Policy and Back-office 193 193 193 193 772 5%
Zealand Advice) — Efficiency Return
Transport . = X
Agency s 9(2)(f)(iv) O?. @\
2 2
Improving Resilience of the Roading Network — Operating Costs (Back-office) — 200 200 200 200 800 20%
Efficiency Return
Community Connect Programme Services (Policy and Back-office Advice) — 1,683 1,719 1,719 1,719 6,840 89%
Return of funding for wound-back scheme (but 100% of funding approved
in Budget 2023)
Maritime NZ | Maritime Regulatory and Response Service (Policy and Back-office Advice)~ 525 525 525 525 2,100 5%
Efficiency Return
Civil Aviation | Civil Aviation and Maritime Security (Policy and Back-office Advice) = Efficiency 158 118 96 96 468 5%
Authority Return
Programme reductions
New s 9N (V) ~ N ,&‘(‘ | |
Zealand Y y ;
Transport Retaining and Recruiting Bus Drivers Funding %ﬁv) %
Agency S PaN
Clean Car Standard Operation (Back-office) — Downsizing Proagramme Funding 11,842 11,842 11,842 11,842 47,368 100%
KiwiRail R0 Q‘\
£
TOTAL 38.099 50.705 35.730 30.007 154.541
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Document 17

Minister’s meeting with officials (12 February 2024)

Budget 2024: Decisions required in advance of submitting the Vote Transport Budget package

Decision required

Initial Baseline Hard decision. Critical for submission on .

Exercise — Friday 16 February.
savings Confirm which option(s) you would like to
proposal

progress to address the shortfall in the
baseline savings target:

1. Return all Crown funding for Clean Car
Standard (CCS) admin, and require
NZTA to reprioritise existing Section 9
regulatory funding to cover the cost of .
administering the Standard until the
switch to user pays [Ministry
preferred option, but note that
NZTA has not had the chance to
comment on this yet]

2. Request permission from MOF t@_use
Auckland Light Rail (ALR) wash-up
funding (note:S 90 estimated.in
2024/25 FY). W

3. Use 59@)®(iv) ) NZTA
efficiency dividendy(noting this'is
already included'if the GPS funding
package assumptions).

You requested advice onauser paysimodel for CCS. Ministry advised that
this would likely not be‘implementable’by 1 July 2024 if changes to primary
legislation are required. The timeline proposes implementation by 1 July 2025,
but we note that4f user pays,isdnmplementable within the existing legislation,
then this could~be, done through secondary legislation sooner than 1 July
2025.

IBE prapgsal is modetled on full user pays by 2025/26, but there is an
unresolved issdesof CCS admin funding in 2024/25.

You requestedha 50% reduction to admin costs, but NZTA argue that the
maximumsscaling that can be applied is 42%. This means $6.842 million
would still be required for CCS admin in 2024/25, thereby creating a shortfall
in/0uUr, baseline savings target of $6.301 million over four years.

You could require NZTA to fund their 2024/25 CCS admin costs via
reprioritisation of their $34.9 million Section 9 funding for regulatory functions.
This would provide incentives for NZTA to operate the CCS efficiently, and to
support a rapid transition to a user pays model.

You could request permission from the Minister of Finance to utilise 2024/25
forecast ALR OPEX funding s 9(2)(®)(iv) Even though ALR was originally
invited as a targeted policy savings initiative where savings would not count
towards our target, Treasury subsequently exempted us from this process
because Cabinet had already returned $98 million of CAPEX funding for ALR
immediately prior to the Budget 2024 invite letter being sent out.

You could also count the s 9@2)@(iv) = NZTA efficiency dividend which is
already baked into GPS 2024 funding package assumptions.




Targeted policy
savings

Dependency on the IBE item above. Decision
on IBE will dictate how Auckland Light Rail
underspends are treated.

If you do not wish to use ALR wash up funding
in 2024/25 for the baseline savings proposal,
we will count this funding as available for
reprioritisation and include it in the Technical
Budget advice on 9 March. If you subsequently
determine that you don’t want to reprioritise
this funding, it will be returned to the centre at
year end.

Estimated to be s 92)(®)(iv)
officially wraps up, of which s 9@)(iv)

of OPEX funding available for return once ALR
is taggeéd to 2024/25.

You can use thes9@)(v)  for the baseling savings, and / or reprioritise or
return the funding to the centre.

We will include this fundirig=in the Teehnical Budget advice if you would like to
utilise it for reprioritisation.

Invited Budget
bids

Hard decision likely to be confirmed through
engagement with individual agencies. Critical
for submission on Friday 16 February.

Confirm that you are comfortable submitting
the following invited Budget initiatives, subject
to any feedback discussed with agencies:

¢ NIWE Road Response, Recovery
and Rebuild s 9@2)®)(iv) AN

e CAA Liquidity Facility furding s 9(@) ,
Mv)

NZTA arefequésting s 9(2)(H(iv)

¢ » o fundocal’road response and recovery costs, and state highway
recavery_.and rebuild s 92)()(iv) . See below for
funding sought by build stage.

s 9(2)(P(iv)

Road assets

Local Roads

$0.609 s 9(2)(f(iv)

billion

State Highways | Already

complete

s 9(2)(P(iv)

For CAA’s liquidity facility funding, we would recommend scaling the initiative
by the $45m forecast to be carried over to 2024/25, s 9(2)(H)(iv)

. Since the inception of the liquidity
facility, CAA has consistently generated greater revenue than anticipated,
which has meant unspent liquidity funding could be carried forward to offset
expenses in the next year. We recommend you include provision for CAA to
utilise any carry overs in 2024/25 s 9(2)(#)(iv) (subject to approval by




Joint Ministers). This would provide incentives for CAA to operate efficiently in

2024/25.
Capital Pipeline | No decision required today. Note that further e NZTA and KiwiRail have completed savings\templates for the initiatives invited
Review advice coming on Wednesday 14 February. into the Capital Pipeline Review for submission to Treasury. Given the

condensed timeframes, there has been‘insufficient time for the Ministry to
provide a portfolio views0f.these investments and consider these against other
significant programmes inithe transport sector including the Government
Policy Statement on land tranisport 2024 and the Roads of National
Significance pragramme.

e To meet Budget,2024 deadlines, the Ministry recommends you submit all
savings templates eompleted by NZTA and KiwiRail to Treasury,
acknowlegdging that these reflect the agencies’ view on prioritisation within
theirareas.

e /On‘Wednesday 14 February, the Ministry will provide you further advice on the
Vote Transport capital pipeline and a proposed high-level prioritisation of
investments (considering phase of delivery, alignment to Government priorities
and value assessment/BCR).

Additional . Your preference for ¢ -~ The Ministry is aware of approximately $154 million OPEX and $38 million
reprioritisation reprioritisation of underspends and policy. CAPEX that could be reprioritised through the Technical Budget process to
wash up will determine the options we tanvas address unfunded cost pressures within the Vote.

in the Technical Budget advice due 9'March

2024 (to be submitted 18 March.2024): o We will be providing advice to you on 9 March 2024 on Technical Budget

options, and seek your direction on the initiatives that you are comfortable with
Confirm if you would like us0,pregress us submitting.

options to fund: . o .
P ¢ We recommend utilising underspends and reprioritisation opportunities to

e Surf Life Saving NZ (SLSNZ)-and seek funding for SLSNZ and Coastguard cost pressures, and to fund the final
Coastguard NZ cost pressures ($63.6 three GBNAs:

million over four yeays) o SLSNZ/ Coastguard funding is to address price, volume and wage

e Cost escalations for final three Ground pressures. Additional funding would ensure the following services
Based Navigational Aids (GBNAS) to continue to be provided to protect New Zealanders in, on or around
completegminimum operating network our waters: assistance to recreational boat users (on-water safety
($7.7 million CAPEX over four years). services, boating education programmes, critical marine

Noté:that this would require
reprioritisation of KiwiRail funding for




coal hopper wagons, rather than communications, and safety and information services), and proactive
redistribution of an underspend. beach lifeguarding and essential emergency-services.

o S9N funding to maintain CAA’s o Airways NZ funding is for the three gemaining GBNAs for the minimum
Health and Safety at Work Act operating network (MON). The M@N¢comprises 24 GBNA locations as
delegations (no new Crown funding — required by the 2014 National-AixSpace and Air Navigation Plan. Five
this is a technical adjustment to of the MON GBNA-locations\are primarily used by non-commercial
provide S 9@)H(V) increase in and low-perforfaance aiteraft, including emergency medical services
HSWA Levy funding of $2.8 million and military-aircraft, for activities such as helicopter rescues and
s 9(2)(f)(iv) evacuation\JT hese users'do not have the ability to fully fund the

GBNAs Wwhich is why=Crown previously agreed to fund those
locations.

e To fund’theiremaining.\GBNAs, we would need $7.7 million CAPEX. KiwiRail
has identified $38 million CAPEX for coal hopper wagons that they intend to
reprioritise themselves to fund capital pressures, as there is no longer a strong
indication-of need for these wagons in future (please note total funding
remainingor coal hopper wagons is $48 million, so this would leave KiwiRail
with & $20 million contingency to address any future demand for wagons if it
were to'eventuate). We would be seeking to utilise $7.7 million of the $38
millioh that KiwiRail intends to reprioritise internally.

o )JThe only initiative we are not recommending be progressed through Technical
Budget is the $26.6 million for Severe Weather / Emergency Response
Readiness, Resilience and Recovery. This bid was developed in anticipation
of the recommendations of the Government Inquiry into the Response to the
NIWESs (due to Cabinet in March 2024). s 9(2)(#)(iv)
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Minister for Energy
Minister of Local Government . oy )
Minister of Transport \_.‘44} i w.;f‘ﬂf’;:‘@/
Minister for Auckland S NN
Deputy Leader of the House
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20 March 2024

Hon Nicola Willis
Minister of Finance
Parliament Buildings

Dear Nicola

Thank you for your letter on 12 March 2024 confirming what was discussed-and agreed at
our bilateral meeting, and inviting the submission of two late Budget initiatives:

e Emergency Ocean Response Capabilities (EORE) for the Cook Strait, and

, S90M > \/\/[ Q/ N

As requested, these two initiatives have nowtbeen submitted into CFISnet.

Confirmation of other matters discussed

At our bilateral meeting we also.discussed funding for metropolitan rail pressures. This was
not mentioned in your letter, b2ut my understanding from our bilateral discussion is that you
support seeking funding of(g( }(N'VLV) for the following:

P _ O‘ cost gscalations related to Auckland’s Rail Network Rebuild
(RNR O 2 and

e $107.700Q millionfor/one year of funding to begin addressing the backlog of deferred
renewals on-the metropolitan rail network, and to cover the local share shortfall for
Network Management Plans (NMPs).

Please let mé know if you disagree with the above summation of our discussion.

Update ‘on reprioritisation sought through the Technical Budget process

As outlined in your letter, | will be using the Technical Budget process to seek reprioritisation
of Vote Transport baseline funding to address the following cost pressures:

e Surf Life Saving New Zealand and Coastguard New Zealand pressures ($63.644
million OPEX), and

« completion of the minimum operating network for Ground Based Navigation Aids
($10.000 million CAPEX).

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand | +64 4 817 6804 | s.brown@ministers.govt.nz
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Minister for Auckland 7 SN

Deputy Leader of the House

Since our meeting, the Ministry of Transport has advised me that funding these two
initiatives through reprioritisation leaves $23.124 million of residual underspends in 2023/24
available. | intend to include in my Technical Budget package the option to utilise these
underspends to fund a further initiative ‘Severe Weather Response, Resilience and
Recovery’ at a scaled amount.

Funding this initiative would enable four non-government organisations (Surf Life Saving
New Zealand, Coastguard New Zealand, New Zealand Land Search and Rescue, ahd
Amateur Radio Emergency Communications) to replace assets that were destroyed or
damaged in the North Island Weather Events, and provide targeted-training andpersonal
protective equipment (PPE) to these NGOs to improve their ability to respond tofuture
severe weather events.

If supported, | suggest this funding be held in tagged contingency, Subject to Cabinet’s
consideration of the Government Inquiry into the Response to the\North Island Weather
Events. Ultimately, you will determine whether this is\@nvinitiative:that you consider should be
funded through Budget 2024.

Updated submissions

| will submit the above initiatives to CFISnet by dpm 20 March 2024, as part of the Technical
Budget process.

Thank you for your consideration.of my Viote Transport Budget priorities. | look forward to
our Cabinet meeting on 29 Aprih2024.to-confirm our Government’s Budget package.

Yours sincerely

g s

Hon Simeon Brown
Minister of Transport

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand | +64 4 817 6804 | s.brown@ministers.govt.nz
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Technical Budget package

Summary of the Vote Transport technical initiatives to be submitted to Treasury on 20 March 2024

What is the Technical Budget?

As outlined in 0C240213, the Technical Budget process provides an opportunity to seek
Cabinet approval for changes outside the scope of Joint Ministers’ authority to approve through
a baseline update, with such changes considered ‘technical’ in nature (e.g. establishing new
multi-year appropriations, or fiscally neutral transfers between financial years). Any decisions
with significant policy implications are usually out of scope for the Technical Process; however,
this year the scope has expanded, and portfolio Ministers are allowed to propose
reprioritisation of baseline funding within their Vote to fund cost pressures not invited into
Budget 2024, even where these may be considered significant policy decisions.

Table 1: Funding available for reprioritisation / return

Initiative Total OPEX Comment
available ($m)
N/A

Ministry of Transport
underspend

(8.000)

Recruiting and Retaining
Bus Drivers (2023/24
underspends)

(22.700)

Public Transport Bus s 9(2)((v)

Decarbonisation (2023/24
underspends)

Maritime New Zealand
(surplus liquidity facility
funding)

(14.000)

Transport Choices
(uncommitted and
unallocated)

(59.860)

Available for reprioritisation across the
Vote (see Table 2 for proposed spend)

Total available for reprioritisation s 9(2)(H(v)
Transport Choices
(uncommitted but allocated
in fiscal plan)

(90.000)

Community Connect
(2023/24 underspends)

(34.708)

centre

Clean Car Discount (10.000)

Auckland Light Rail (33.000)

Required to be returned to the

Total to be returned to the centre (167.708)

Grand total s 9(2)(f)(iv)

[CHANGE] NZTA has increased its
underspends in uncommitted funding for
23/24 by $5m compared to previous advice.

[CHANGE] NZTA has increased its
underspends in uncommitted funding, for
23/24 by $2m compared to previouSiadvice.

s 9(2)(f)(iv) < , - 1
-V‘ /Q‘

N/A

As agreed in Budget bilateral, this component
of uncommitted ransport Choices funding
will be returned to'€entre now s 9(2)(#)(iv)
-~ N\
A
N/A

NIA

[CHANGE] This initiative returns surplus
funding for ALR, noting that further return of
funding is expected as the windup proceeds.

BUDGET-SENSITIVE Page 1

Purpose of this advice

These A3s provide an overview of all technical initiatives proposedto be uploaded to CFISnet on 20 March 2024,
subject to your agreement. Page 1 outlines funding available forreprioritisation, and a recommendation for how such
funds should be used to address residual Vote Transport cest'pressures based on your Budget bilateral discussion with
the Minister of Finance. Page 2 outlines thé true technicakadjustments requested for Vote Transport appropriations
(including funding transfers deferred frorrthe March Baseline Update). You will note there are five minor adjustments to
the Technical Budget package compdredsto the advice you received in OC240213 (increases to funding available for
reprioritisation, recommended funding for¥Emergency ©cean Response Capability, and a fiscally neutral transfer to fund
a shared approach to DIA’s bagk-office transfermation). These are highlighted in red for transparency.

Table 2: Initiatives proposed to be funded through reprioritisation

Initiative Recommended funding level ($m) Comment

13.671 15.112 16.606 18.255 63.644 Please note that this funding is ongoing
beyond the forecast period.

Surfilifé'Savingd
Coastguard NZ
pressures

Funding to maintain
critical frontline water
safetyservices

Ground-Based - - 5.000 5.000 10.000

Navigational Aids

Please note that this funding is capital
rather than operating, which would
necessitate a capex to opex swap if
funded by Vote Transport underspends
from Table 1. Recommendation is to
hold funding in contingency subject to
confirmation of final contracted price for
the remaining GBNAs.

Completing the safe
minimum operating
network

[NEW INITIATIVE] 59
Emergency Ocean
Response Capability

(Cook Straight)

As per Budget bid template submitted
on 15 March 2024, this initiative seeks

$3$0.6m to complete a business case,
s 9(2)(i)

Funding to improve NZ’s
maritime emergency
ocean response
capability

9(2)(i
Grand total ey

Summation of recommendations

If you are comfortable submitting the funding proposed in tables 1 & 2 for your technical package, you will be:
. Reprioritising §9(2)() within baselines to fund three initiatives (detailed in Table 2)

. Returning $190.850 million to the centre ($167.708 million required to be returned plus the $23.142 million
residual funding available from reprioritisation).



BUDGET-SENSITIVE Page 2

Technical Budget package

Summary of the Vote Transport technical initiatives to be submitted to Treasury on 20 March 2024

Table 3: Purely technical initiatives (i.e. fiscally neutral and / or not significant policy decisions)

Initiative Operating funding increase / (decrease) - $m Capital funding increase / (decrease) - $m

23/24 24/25 25/26 26/27 2728 23/24 24/25 25/26 26/27 2728

Improving Resilience of the Roading Network — Rephasing of Funding (2.500) 1.500

This initiative transfers funding between 2023/24 and 2024/25 to reflect the delay and
subsequent rephasing of works required to improve the resilience of the local road network,
through investment in infrastructure, to minimise damage caused by climate change extreme
weather events.

Auckland City Rail Link — Establishing a new Multi-Year Capital Appropriation - - - - - - (65.000) (268.647) 184.500 74.000 75.147 -

This initiative will establish a new four-year multi-year capital appropriation Auckland City
Rail Link 2024-2028, and rephases existing funding.

Clean Car Standard — Establishment of Appropriation for the Issuing of Credits 150.000 150.000 150.000 150.000 150.000 750.000 - - - - - -

This initiative establishes an appropriation for the issuing of credits under the Clean Car
Standard Scheme. This appropriation is required as a result of a change in accounting
treatment. This change is fiscally neutral as any expenditure incurred in the issuing of credits
is offset by the recognition of charge revenue.

Civil Aviation Authority Health and Safety at Work Act (HSWA) delegations - 2.800 Q(Z)(f)(lv) - = = = = =
)

This initiative seeks s 9(2)(f)(iv) Working Safer Levy funding provided to CAA to
support their expanded HSWA delegations. One year of funding was provided through
Budget 2023 to align with liquidity facility funding s 9(2)f)(iv)

MBIE, who manages the Levy, is aware of this uplift and has made provision for the fundlng
request. This initiative is fiscally neutral as it is funded from the Working Safety Levy.

Land Transport Regulatory Services - Rephasing of Funding (1.000) 1.000 - - - - - - - - - -

This initiative seeks to re-phase funding relating to the Driver's Licence Imiprovement
Programme to reflect unexpected changes to programme activities.

Milford Sound Aerodrome - Rephasing of Funding (0.700) 0.700 - - - - - - - - - -

This initiative seeks to rephase funding provided for the Milford Sound Aerédroime while a
funding review is underway. While the Ministry progresses this review, it'seeks an expense
transfer of $0.700 million from the Aerodrome’s unutilised budgeted flnding in 2023/24 for
continued operations in 2024/25 and to help smooth the introduction,of inereased landing
fees charged at the Aerodrome.

[NEW TECHNICAL INITIATIVE] Shared Approach to@ack-effice Transformation - - (0.025) (0.025) (0.025) (0.025) (0.100) - - - - - -
Ministry of Transport Contribution

This initiative funds the Ministry of Transport's compulsory contribution to the Back-office
transformation programme lead by the Government Chief Digital Officer (part of the
Department of Internal Affairs). While it has a negative impact on Vote Transport, it is fiscally
neutral to the Crown as it redistributes funding towards another Department.
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Technical Budget package

Summary of the Vote Transport technical initiatives to be submitted to Treasury on 20 March 2024

Table 3: Purely technical initiatives continued (i.e. fiscally neutral and / or not significant policy decisions)

Initiative Description Recommendation to be included in Technical Budget financial recommendations

(for decision by Cabinet)

Rail — NZ Railways Corporation Equity This initiative seeks Cabinet’s delegation to the Ministers of Finance and Transportto ~ Authorise the er?of Finance and Transport, acting jointly, to approve funding transfers between
Injection approve funding transfers between the appropriations Rail — NZ Railways the appropriatio il— ai s Corporation Equity Injection and Rail-- New Zealand Railways
Corporation Equity Injection and Rail — New Zealand Railways Corporation Equity Corporati uity Injection 2024-2029 to allow flexibility to reflect future changes to the equity
Injection 2024-2029 to allow flexibility to reflect future changes to the equity injections injecti w Zeala ilways Corporation relating to property transactions funded by KiwiRail
to New Zealand Railways Corporation relating to property transactions funded by Hol Limited.
KiwiRail Holdings Limited, when figures are confirmed by Treasury’s Commercial

Performance team.

There are currently two MYAs for the purpose of managing equity injections to New, ‘?\ E
Zealand Railways Corporation relating to property transactions funded by KiwiRai
Holdings Limited. The current MYA ends on 30 June 2024 and cannot be exteqde \/ P

Maritime Oversight Security Committee As part of Budget 2023, the Ministry received baseline funding for a Strat%lv @N 23/24 24/25 25/26 26/27 27/28
— Strategic Intelligence Analyst Intelligence Analyst to support the Maritime Oversight Security Committee. ole N

involves handling information that is best delivered through an agenc@nbe & Departmental Output Expense

appropriate intelligence security facilities. N _ Pali ; iictari

Maritime New Zealand is able to host this role and the Ministr % i :;?Cii?no” I‘Dlorgyr?dwc'?a rgtlg::rt?l:fcltions (3) (129) (125) (125) (125)

yis king to er g, governance a

its bgs_eline funding for this role from it_s Transport - Eolicy %(i(_ministe Non-Departmental Output Expense

servicing, governance and other functions approprlatlon< % I’ItlmQ ry

Response Services appropriation for Maritime Newﬁ . Mar|t_|me Regulatory and Response o5 125 125 125 125

Q. G’ Services
P «

Recreational Aviation Safety Services This initiative provides additional funding for tb%e((:r tionalvAvi 'n'gafety $000 23/24 24/25 25/26 26/27 27/28
Activities — Increase in Funding Services Activities Permanent Legislative ority(PLA) in.order to avoid

unappropriated expenditure. The Ministry is.invdiced fo sts on a quarterly Non-Departmental Other Expense

basis. Due to a clerical error, the Minis i t ac @ inal quarter’s invoice in . _ .

2022/23 and the expense has beepsre 2023/24 year. Joint Minister's Regrggﬂonal ARIEIEN ST SEMEES [E

approval is required under Sectio t give effecyto this increase in funding and e

the change is fiscally neutra uCes funding available to deliver the National Non-Departmental Output Expense

Land Transport Program

National Land Transport Programme (75)

t PLA
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17 April 2024
Hon Simeon Brown
Minister of Transport

AIDE MEMOIRE: EXPECTATIONS ON KIWIRAIL AND THE RAIL
NETWORK

To: Hon Simeon Brown, Minister of Transport
From: Siobhan Routledge, Deputy Chief Executive, Policy {Acting)
Date: 17 April 2024

OC Number: 0C240374

Summary/Purpose
1 Following your budget bilaterials withthe Minister of Finance, we have prepared draft
letters to:

¢ KiwiRail (Annex 1), setting©ut thefprocess and your expectations regarding the
finalisation of the next\Rail Netweork)Investment Programme (RNIP 2024-27). This
includes your expectations that-KiwiRail submit the RNIP to you by 30 June 2024.

e the New Zealand-Iranspert-Agency (Annex 2), setting 31 July 2024 as the date by
which they(must sendyou advice on the RNIP.

2 We would like to diseuss these letters with you at the officials meeting on Monday, 22
April 2024
3 We havealsC-attached our first cut of the information that you have requested:

o Anoverview of rail roles and responsibilities, (Annex 3).
e, \VAn overview of rail investment over the past 10 years (Annex 4).
e Track User Charges (Annex 5).

e Accounting treatment for rail (Annex 6).

IN CONFIDENCE
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IN CONFIDENCE

Recent Budget Bilateral proposes a $200m tagged contingency

4 KiwiRail is required to develop the RNIP covering a three-year period from 1 July 2024.
Currently, KiwiRail has around $800m of funding available for the RNIP, through a
multiyear appropriation and NLTF contributions (limited to the level of Track User
Charges). Within the Budget 2024 Capital Pipeline Review process,s9@@®@)

5 At your budget bilaterial with the Minister of Finance (11 April 2024), it was agreed that
a tagged contingency of $200m be established to provide further funding for the RNIP.
It was agreed that the Minister of Finance and you would be able to jointly draw down
the contingency on the condition that:

e That you are comfortable approving the RNIP, followirig\cons

KiwiRail's shareholding Ministers and conS|derat| TA vice on the RNIP.

Points for discussion in the draft letter to K|W|Ra|I
RE

6 We have prepared a draft letter for you t to% il that outlines the process
and your expectations about approvin ext At our next officials' meeting,
we would like to discuss serval aspe ;th letter with you including:

Note that the letter to KiwiRail does not refer to

IN CONFIDENCE
Page 2 of 3



IN CONFIDENCE

s 9(2)(9)(0)

e The draft letter also sets out your comfort at giving KiwiRail bridging funding until
the RNIP is approved, that enables:

o a continuation of the level of activity achieved in 2023/24
o for KiwiRail to meet any existing contractual obligations

o and for any renewals to be focused on priority lines.

Consultation with Treasury

7 We consulted the Treasury on the draft KiwiRail letter, and they arescomfortable with
the approach.

Next steps

8 Once we have met with you to discuss the draft lettets/to KiwiRail and NZTA, we will
then finalise the letters for your signature:

9 We will also provide advice in May-2024 onithe:
¢ scope and approach for the"economic and financial analysis for the rail network

¢ the details of providing bridging-funding to KiwiRail until the RNIP is approved.

——. Telephone First contact
Siobhan Routledge, Deputy Chief Executive, Policy =e(2)(@) B
(Acting)

Bev Driscoll, Manager, Rail

IN CONFIDENCE
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Minister for Energy
Minister of Local Government : A '
Minister of Transport \ ,.),) . £ m(!
Minister for Auckiand W ‘\\\\\
Deputy Leader of the House

David McLean

Chair

KiwiRail Holdings Limited
david@davidmclean.co.nz

Dear David

[ am writing to outline the Government's expectations for KiwiRail in the development and
delivery of the 2024-2027 Rail Network Investment Programme (RNIP).

As you are aware, we are in a challenging fiscal environment and, this"Goveroment is
committed to prudently managing its expenditure in line with pur. fiscal strategy and in a way
that delivers value for money.

| expect KiwiRail to deliver the 2024-2027 RNIP by 30 Jufie 2024\ However, | will be unable

to anprove it immediatelv thereafter because of the f flowing- matters:
SO 2</

s 9(2)(H(v), s 9(2)()) \<‘
B
As a result, | am also unable to confirm rull funding for the 2024-2027 RNIP.

However, | can advise you that as,part of Budget 2024, Cabinet has agreed to put aside
$200 million funding in a tagged‘capital contingency to support the continuation of rail
network activity while the.above matters are resolved. Note information about this funding
is Budget Sensitive and\must lde Kept strictly confidential until formally announced.

s 9@)(M() QQ_ O<<
&Q~
®®

The Government will ensure that the funding already appropriated for rail network activity will
be available to KiwiRail before | have formally approved the 2024-2027 RNIP. | expect that
this will enable a continuation of activity levels consistent with those in 2023/24, and for
KiwiRail to meet existing contractual obligations. By 1 June, | expect officials to confirm with
me, the details of this approach including the process around the payment of invoices
associated with rail network activity before | have formally approved the 2024-2027 RNIP.

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand | +64 4817 6804 | s.brown@ministers.govt.nz



| expect to approve the RNIP following receipt of the New Zealand Transport Agency’s
advice on it, and completion of all of the work outlined above.

| look forward to KiwiRail's full cooperation and engagement in this process, and making all
information requested by officials available in a timely manner.

Yours sincerely,

Hon Simeon Brown
Minister of Transport

Cc:  Hon Nicola Willis, Minister of Finance
Hon Paul Goldsmith, Minister for State Owned Enterprises
Audrey Sonerson, Chief Executive, Minister of Transport
Caralee MclLiesh, Chief Executive, the Treasury
Nicole Rosie, Chief Executive, New Zealand Transport AgenCy
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Minister for Energy S tﬁ
Minister of Local Government i =41 5 AERR
Minister of Transport \wuﬁ%ﬁm@;
Minister for Auckland N

Deputy Leader of the House

The Honourable Simon Bridges
Chair
New Zealand Transport Agency

sbridgesnz@gmail.com

Dear Simon
Rail Network Investment Programme: Setting date to receive advice

| have recently written to KiwiRail requesting that they submit to me the Rail Network
Investment Programme (RNIP) for the period 2024-2027 by 30 dune 2024.

In accordance with Section 22(c) of the Land Transport/Management Act 2003 (LTMA), the

New Zealand Transport Agency (NZTA) must give mie.a range ‘of advice on the RNIP. This
includes (but is not limited to) whether the RNIP:

« contributes to an effective, efficient,and safe\land transport system in the public
interest

e is consistent with the GPS ondand transport; and
e takes into account any'relevantwregional land transport plan.

Under Section 22(a) of the LTMA{ the'NZTA must provide this advice by a date | set. To this
end, could you pleasé provide4ouradvice by 31 July 2024 or earlier.

As you are awaré, the~Government's transport priorities have changed, and the fiscal
environment haglbbecome.very challenging since NZTA first engaged with KiwiRail on the draft
RNIP. No doubt you-will re-interrogate KiwiRail’s investment plans based on this new context.

| look forward té\receiving your advice.

Yours sincerely,
Hon Simeon Brown

Minister of Transport

Copy to: Nicole Rosie, Chief Executive, New Zealand Transport Agency

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand | +64 4 817 6804 | s.brown@ministers.govt.nz



An overview of rail roles and responsibilities

Annex 3

Note 1: Further work is underway to finalise the table below, including consultation with the Treasury, the New Zealand Transport Agency (NZTA) and KiwiRail, including the identification of opportunities to improve and streamline assurance

activities.

Note 2: The NZTA role in assessing the Rail Network Investment Programme is relatively new having been established in 2021 following the Future of Rail Review. This role was established reflectingsNZTA’s knowledge of networks and their
asset management, and to ensure that a more consistent approach to this is taken across road and rail. These arrangements have led to notable improvement in KiwiRail's asset management practices, but we still need to look for ways to
increase transparency and improve incentives across the system.

Treasury Vote/Sector Team (to the Minister
of Finance)

Treasury Commercial Performance (to the
Minister of Finance and the Minister for State
Owned Enterprises (KiwiRail shareholding
Ministers)

Ministry of Transport (to the Minister of Transport)

New Zealand Transport Agency (NZTA)

KiwiRail Board

e Provides financial, economic, and
regulatory advice on strategic and policy
initiatives to enable trade-offs to be
considered so that new and existing
interventions offer value-for-money and
contribute to the Government’s priorities.

e Leads the Treasury advice on agency
(i.e., Ministry of Transport) and sector-
specific issues, taking a ‘helicopter’ view
to test risk and strategic fit.

e Provides second-opinion policy advice to
the Government on transport policy and
Vote issues, including on rail policy and
budget bids.

e Seeks to maximise effectiveness and
efficiency of Government expenditure
(including the link between inputs,
outputs, and outcomes).

e Supports Minister of Finance in
overseeing Crown investment to ensure
value for money, manage risk to the
Crown (including cost and scope risk)
and ensure consideration is given to
related issues (including fiscal position,
capital pipeline, and interactions with
local government decision.

e Monitors KiwiRail as an entity and provides
advice to Shareholding Ministers on their
ownership interests in entities, including:

o  Ownership advice — the objectives the
Crown is seeking to achieve through
its ownership of KiwiRail (both
financial and public benefit)

o Performance advice (how KiwiRail is
delivering against its ownership
objectives)

o  Commercial advice (how can the
Crown best deliver a commercial
outcome through its ownership)

o Appointments advice (through
Governance & Appointments team) to
support appointment of effective board
members.

e Validates equity requirement — consistent
with appropriation and that KiwiRail has
need from cash perspective.

Note that the Commercial Team provides
guidance to the Ministry in its Budget,bid
development and submission process, and
advice to the Vote team in its assessment
process, on the consistency of fundifig bids
with KiwiRail’'s commercial @and broader
performance objectives.

e Provides policy advice on rail - including both
public transport and freight services.

¢ Develops and monitors the Government Palicy.
Statement of land transport (GPS) and other
strategic transport related policy documents
(including the Rail Plan).

e Supports the Minister of Transport inymaking a
decision to approve the Rail Nétwork Investment
Plan (RNIP) including commentary,6n NZFA’s
statutory assessment.

e Provides support to théyMinister of Transport'as
sponsor for Vote TransportsBudget bids including
rail.

e  Works with KiwiRail tordevelep Budget bids
through Voté*Fransport including early
engagement with Treasary.

e Manages appropriatien drawdowns and provides
payment tosKiwiRail where rail funding is running
through*Wote Transpert (includes equity
drawdowns validated by the Treasury and Ralil
Network Investmént Programme investment
validated through the NZTA).

¢ Stewardship,of the land transport regulatory
framework including safety and security, planning
andsinvestment, and funding for rail.

o/ "Qversight of the New Zealand Transport Agency;
including:

o advising on the appointment and ongoing
capability and effectiveness of the Board

o supporting Ministers to set annual
expectations and priorities for the Board.

o ensuring NZTA is managing its operating
resources responsibly.

o providing advice on organisational funding
issues, such as Budget bids and funding
reviews

o timely, evidence-based advice to Ministers on
NZTA'’s strategic direction, capability, and
performance.

e WAs land transport system planner,
integrates rail into the wider transport
system and National Land Transport
Rlan:

e, Monitors land transport network
outcomes, including statutory annual
reporting as the primary entity
responsible for the National Land
Transport Fund.

e Provides advice to the Minister of
Transport on the RNIP under section
22C&G of the Land Transport
Management Act 2003(LTMA) - in
particular, how the RNIP contributes to
the LTMA, the GPS outcomes, Regional
Land Transport Plans (RLTP), and that
activities are efficient and effective

e Focuses assessment and advice on
KiwiRail’s underpinning asset
management approach and methodology
as well as the RNIP document itself
(using NLTF processes and
benchmarking where possible)

e Monitor of RNIP investment under
section 102A of the LTMA.

e Co-investor (with councils) for public
transport services and rolling stock

e Primary regulatory responsibility for rail
safety in New Zealand and assurance
that the country's rail networks are being
managed safely, including:

o maintaining regulatory oversight of
KiwiRail and its rail activities

o ensuring that KiwiRail is competent
to hold a licence and operate in a
safe manner.

o ensuring KiwiRail pays regulated
fees and charges.

e The operation and performance of
KiwiRail as a successful business —
including that it is as profitable and
efficient as comparable businesses that
are not owned by the Crown.

e The effective delivery of non-commercial
activity when directed (and funded) to do
so by Ministers.
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Purpose >
. This paper outlines provisional information about funding of the freight and metro rail networks over the past 10 years. !
. For this paper, the term national freight network captures above and below rail investment! and sets out: @ 0

o The amount of investment for the financial years between 2015/2016-2025/2026.

o Avyearly breakdown of investment into above rail infrastructure and operations from 2021/2022 onwards. ?\
o Avyearly breakdown of investment into the below rail infrastructure from 2021/2022 onwards. @ %
. For this paper, the metro rail network captures above and below rail investment? and sets out the investment proﬁlei fo% ?\

o The passenger rail services run on the Auckland and Wellington metro networks between 2014/2015-2024/2%

o For the period 2015/16-2020/21, we have included the overall amount of the yearly Government appropri

o Infrastructure investment on the Auckland and Wellington metro networks between 2014/2015-2024/2025
KiwiRail about the historic split in investment for below and above rail during this period. 8

en t«wr%to invest into the national freight network. We are requesting further information from

. For the current 2023/24 fiscal year, we are using the amount of funding approved for the year on pr amm rojects, rather than the spend so far. Further work is underway to finalise the financial
information in this paper, including consultation with the Treasury, the New Zealand TransportA (NZTA),@MRaiI.

o You outlined your priorities for rail in the draft Government Policy Statement on land GPS) The Draft GPS has a strong focus on value for money. It signals investment into the rail network which
delivers on economic growth and productivity, further optimises existing networks orts the efficient movement of people and freight. The Draft GPS limits below rail funding for the freight rail
network to two sources - Track User Charges and Government appropriations. &

Funding Context % O
n 02
ces

. KiwiRail is currently preparing the 2024-2027 Rail Network Investment Progr RNIP r approval The RNIP sets out a three-year investment programme and a 10-year investment forecast for the national
rail network. This will be the second RNIP KiwiRail has produced. The cur P (2 4) receives funding from the National Land Transport Fund (NLTF), (in addition to Track User Charges, and Crown
Appropriation.

o This level of change over the past few years, and further addltlo rlat s through the New Zealand Upgrade Programme (NZUP) and the Provincial Growth Fund (PGF), means the rail investment funding

profile is complex. Q

Additional notes

. For simplicity, we have defined the national freight network as th twork that is outside metro networks of Auckland and Wellington. We acknowledge that projects like Wiri to Quay Park sit within the metro network
but have benefits for both metro and freight services. Howeverfi o0 difficult, at this stage, to split the benefits and associated costs of these larger projects between metro and freight. Often programmes, have a
mixture of improvements, maintenance, and renewals proj

. Where we could not split the project into the specific dlf\ provements, maintenance, and renewals elements, we have bundled them together as renewals. This is because the programmes' primary objective is

the delivery of network renewals.

1 Below rail investment for the national freight network includes track a orting infrastructure, signalling and train control, for example which supports both the freight and metro rail networks. Above rail investment for the national freight network includes locomotives, wagons, and associated plant
and equipment. This paper does not include Government funding into KiwiRail equity or other commercial investments that do not directly relate to the rail freight network.”

2 Below rail investment for the metro rail network as per footnote 1. Above rail investment for the metro rail network includes passenger trains and associated plant and equipment, as well as the operations of metro rail services.



National Freight Rail Network
° This section provides an overview of investment into the national freight network over the last 10 years. It outlines:
o The amount of investment for the financial years between 2015/2016-/2026.
o Avyearly breakdown of investment into above rail infrastructure and operations from 2021/2022 onwards.
o Avyearly breakdown of investment into the below rail infrastructure from 2021/2022 onwards.
Amount of Government investment into the National Freight Network 2015/2016-2025/2026
° Table 1 below outlines the total Government investment profile into the national freight network (both above and below rail) made by year and by funding source between 2015/2016-2025/2026.

Table 1 Government investment profile into the national freight network by funding source between 2015/16-2020/2021

Government
Financial Year Appropriations and/or NZUP and PGF ($m)?
NLTF contributions ($m)
2015/2016 $210.0 -
2016/2017 $190.0 -
2017/2018 $260.0 -
2018/2019 $230.0 -
2019/2020 $394.0 -
2020/2021 $449.0 $46.3
2021/2022 $360.0 $102.8
2022/2023 $370.0 $47.9
2023/2024 $370.0 $42.0
s 9Q(M(W) \|
¢Q\\
C

Above and below freight network investment profile 2021/2-2025/26

o Graphs 1 and 2 below outline the Government investment into the.above_ and below railelements of the National Freight network between 2021/22- 2026/7. These funding sources are a mix of Government
appropriations, NLTF, NZUP, and the PGF.

o Funding for the future financial years is only for approved programmes and projects where KiwiRail has confirmed funding.

. S0 \ ! et
L Q

3 As discussed above, we include the NZUP and the Provincial Growth Fund improvement projects that had freight and metro components, e.g., Wiri to Quay Park and the Wairarapa Rail upgrades (total investment of approximately $450m) in the metro section.



Graph 1 2021/22-2026/27 Above Rail Investment Profile for the National Freight Rail Network Graph 2 2021/22-2025/26 Below Rail Investment Profile for the National Freight Rail Network

Definitions for the graphs above s gV &@

¢ Where we have the appropriate level of information, we have split the project costs between the followin
o Maintenance: Helps to achieve the expected life or continued operation of assets or infrastructure.
o Operations: Operational activities (such as train control) are an essential cost to provide a rai&ork.
o Renewals: Renewal costs extend asset life by partially or completely replacing individu as ne
o Improvements: A project is an improvement when the primary purpose of investme@ a
o Rolling stock: Freight trains that run on the KiwiRail owned and maintained rail Mr
o Other above rail: Includes mechanical depots and associated investment. Q&

KX

a step change in an existing asset’s level of service.

inclu§%}ciated infrastructure).



Metro Rail

° This section summarises the ownership, roles, and funding of the metro rail network. It also defines the types of investment made into the networks.

Metro rail ownership and roles

Table 2 KiwiRail, Auckland Transport, and Greater Wellington Regional Council Roles and Responsibilities

KiwiRail

Auckland Transport and Greater Wellington Regional Council

o Owns the national rail network and is responsible for providing the “below rail” infrastructure.

o It controls access to the network and maintains the infrastructure. KiwiRail maintain the following
network asset types:

= Track: formation, drainage, ballast, sleepers, track, turnouts, and any items necessary for the
track system to operate

= Structures: Rail bridges, tunnels, and culverts and retaining walls

= Traction: Substations, and overhead line equipment

= Signalling: mechanical and electrical interlocking, signals, and points
= Communications

= Electrical: Yard lighting and power distribution to buildings.

o Own and are responsible for providing the “above,rail” infrastructure and operations. These
include:

. rolling stock
. stations (ineluding, access to,and from)

. technologyassociatedwith=rnning the metro services (digital signs, applications, ticketing
systemsetc.)

o Both ATand GWRC areresponsible for planning, specifying, and purchasing metro rail services.

o AucklapndyOne Railrand\Iransdev runs passenger rail services in Auckland and Wellington
respectively.

o Not all assets in the metro networks are used for both passenger and freight. There are extensive sidingsiythat freight,only uses (e.g. port traffic) or only by passenger (e.g. train stabling).

Metro rail funding sources

. There are four key funding sources for metro rail; these are:

o Crown appropriations (use funding from the yearly budget appropriation process andiad#hoge funding like the NZUP and the PGF),

o NLTF,
o Local share (use funding from Auckland Council and GWRC),

o Farebox revenue (used to co-fund the local share and pay the network access/charges).




Auckland Rail Network

° This section outlines investment into the passenger rail services and infrastructure upgrades on the Auckland network between 2014/2015-2024/2025.

Metro Rail: Public Transport Services Investment
° Table 3 below shows the investment into the Auckland passenger rail services between 2014/2015-2024/2025.

. The table outlines the funding split between Auckland Transport (AT), NLTF, farebox revenue, fare subsidies (e.g. SuperGold Card and Community Connect), and 6therGovernment appropriations (i.e. Crown funding
for operating shortfalls during the COVID-19 pandemic).

Table 3 Public Transport Services Investment into the Auckland Metro Network by Funding Source

Government Government Total Investment Per
Financial Year AT Local Share*($m) Farebox Revenue ($m) NLTF ($M) Appr9p.riations (Fare Appropriations (Other $m)* | Annum ($m)

Subsidies $m)
2014/2015 $49.2 $38.1 $65.2 - - $152.5
2015/2016 $48.9 $44.7 $62.2 - - $155.8
2016/2017 $51.0 $48.0 $62.3 > - $161.2
2017/2018 $51.0 $46.2 $59.8 - - $157.0
2018/2019 $57.7 $50.5 $65.0 $1.9 - $175.10
2019/2020 $65.7 $41.7 $826° $2.0 - $192.0
2020/2021 $71.7 $26.2 $74.6 $2.4 $25.6 $200.5
2021/2022 $60.6 $13.7 $63.1 $5.7 0 $143.1
2022/2023 $58.9 $15.7 $61.2 $18.7 $7.5 $162.0
2023/2024 committed® $62.0 $27.2 $64.5 $13.2 - $166.9

s 9(2)() A 4 @
Total Investment from & i
Funding Source (actual, ?\
committed & FY 24/25 bid) v Q~
~ L

4 Funding for operating shortfalls during the COVID-19 pandemic.
5 Includes $11.4m funding from the COVID-19 Public Transport Response.

5 This is an estimated this figure and is an average of actual fare revenue of 2022/2023 and forecast fare revenue of 2024/2025.



Metro Rail: Public Transport Infrastructure Investment

° Significant investment into the Auckland metro network infrastructure took place between 2005-2015:
o Project DART (2006-2012) included double-tracking the Western Line, reopening the Onehunga Line, constructing a spur to Manukau, substantial station upgrades (e.g. Newmarket and New Lynn).
o KiwiRail completed the electrification of the wider Auckland metro network (other than Pukekohe-Papakura) in July 2015.

o AT and the then Government purchased 57 new electric trains in 2011. These trains went live in stages between 2014 and 2015.

Government and councils split the funding for the above projects. The Government funded the below rail work, and the Auckland Regional Transport Authority/AT and\Land Transport New Zealand/NZTA funded the
above rail components.’

° Since 2015, investment in the Auckland metro network has focussed on increasing capacity with the construction of the City Rail Link (CRL),and the Wiri to Quay Park (third main line). Electrification of the Pukekohe
to Papakura line will enable further use of the electric trains and reduce commute times (removing the need to switch trains at Papakura),

. While current projects like the Rail Network Rebuild addressed a lot of renewals required on the Auckland metro network, there is still@ long-term discussion needed about funding remaining deferred renewals.

° Table 4 below shows the investment into the Auckland metro network infrastructure between 2014/2015-2024/2025. A portion of thesinvestment in public transport rail services (from AT local share, NLTF, and farebox
revenue) identified in Table 3 above includes funding for KiwiRail to deliver annual network renewals and maintenance.

Table 4 Public Transport Infrastructure Investment into the Auckland Metro Network by Funding Source

Government Appropriations (Metro

Financial Year AT Local Share*($m)? NLTF ($m)° RalNobastructure $m) Total Investment Per Annum ($m)
2014/2015 $72.0 - $101.0 $173.0
2015/2016 $72.0 - $109.0 $181.0
2016/2017 $72.0 5 $109.0 $181.0
2017/2018 $93.0 - $326.0 $419.0
2018/2019 $65.0 $1.4 $234.0 $300.4
2019/2020 $258.0 $16.6 $258.0 $532.6
2020/2021 $395.0 $57.4 $396.0 $848.4
2021/2022 $453.0 $86.0 $468.5 $1007.5
2022/2023 $481.4 $121.9 $529.3 $1132.60
2023/2024 committed $406.1 $241.0 $432.0 $1079.10
2024/2025 committed $357.0 $195% $579.0 $1131.0
s 9(2)()) N -
Total Investment from Funding Source QQ~ OQ
(actual, committed & FY 24/25 bid) {

" These projects took place during the Auckland councils amalgamation process'in 2010, and the creation of the New Zealand Transport Agency in 2008.
8 Local share includes funding for the CRL.
9 NLTF funding for 2014/2015-2017/2018 reflects the lack of NLTF investment into the metro network infrastructure and 2018/19-2020/21 reflects transitional funding arrangements prior to the amendments to the LTMA in 2020.

10 Committed figures indicate the NZTA approved funding of approved activities.

s 9(2)(f)(iv)



Wellington Metro Network

° This section outlines investment into the passenger rail services and infrastructure upgrades on the Wellington metro network between 2014/2015-2024/2025.

Metro Rail: Public Transport Services Investment
° Table 5 below shows the investment into the Wellington passenger rail services between 2014/2015-2024/2025.

. The table outlines the funding split between Greater Wellington Regional Council, NLTF, farebox recovery, fare subsidies (e.g. SuperGold Card and Community Conneet), and other Government appropriations (i.e.
Crown funding for operating shortfalls during the COVID-19 pandemic).

Table 5 Public Transport Services Investment into the Wellington Metro Network by Funding Source

Government Government Total Investment Per

Financial Year GWRC Local Share($m) Farebox Revenue ($m) NLTF ($m) Appropriations (Fare Appropriations (Other
i 12 Annum ($m)

Subsidies $m) $m)
2014/2015 $21.8 $43.3 $21.8 - - $86.7
2015/2016 $29.8 $45.7 $29.8 - - $105.2
2016/2017 $31.1 $48.2 $31.1 - - $110.4
2017/2018 $29.7 $50.7 $29.7 - - $110.1
2018/2019 $33.0 $53.2 $33.0 $2.4 - $121.6
2019/2020 $50.9 $40.4 $51.0%° $2.8 - $145.10
2020/2021 $33.4 $43.3 $334 $2.7 $14.8 $127.6
2021/2022 $49.4 $27.4 $494 $6.7 - $132.9
2022/2023 $42.0 $18.4 $42.0 $21.2 $21.0 $144.6
2023/2024 committed®* $48.4 $32.3 $50.8 $13.8 - $145.3
2024/2025 funding variation
(additional Capital $0.5 - $2.6 - - $3.1
Connection funding)

Total Investment from
Funding Source (actual,
committed & FY 24/25 bid) () 7\

&

12 Funding for operating shortfalls during the COVID-19 pandemic
13 Includes $14.3m funding from the COVID-19 Public Transport Response:.

14 Committed figures indicate the NZTA approved funding of approved activities.



Metro Rail: Public Transport Infrastructure Investment

In 2008, the then Government commenced the $319m Wellington Regional Rail Project (WRRP), which lasted until 2011. The WRRP prepared the Wellington metro network for the new trains, removed choke points
and extended electrification through to Waikanae. The major infrastructure upgrade works removed historical constraints on the network which had persisted because of previous ownership and funding models.

GWRC invested in 83 new trains, at $405m, to use the infrastructure investments made by the WRRP.

The Wellington Metro Railway Network Track Infrastructure Catch-Up Renewals Single Stage Business Case, published in 2017, identified additional issues with the Wellington metro network. The findings were that:
o large amounts of track, civil and structure infrastructure assets are at or near the end of their lives. This is due to both the timing of installation (i.e. large sections of track commissioned at the same time),

o historically low levels of investment in the rail network related to previous railway funding models,

o previously deferred maintenance and catch-up renewal investments did not address track infrastructure improvements needed for additional capacity requirements,

This has resulted in a large backlog of renewals for some long-life assets that needed delivery in a short to medium timeframe (the MROM-Review willdook at'who will pay for this in the long-term)
In response to the report, the previous Government committed greater investment into the Wellington Metro Network through the Wellingten Metro Upgrade Programmes (WMUPSs). There are 7 WMUPs, KiwiRail has
completed some, and others are still underway or yet to progress.

Table 6 below outlines the investment into metro network infrastructure. A portion of the investment in public transport rail services from GWRC loeal share, NLTF, and farebox revenue (Table 5) includes funding for
KiwiRail to deliver annual network renewals and maintenance.

Table 6 Public Transport Infrastructure Investment into the Wellington Metro Network by Funding Source
Financial Year GWRC Local Share ($m) NLTF ($m)*° Go_vernment Appropriations (Metro Total Investment Per Annum ($m)
Rail Infrastructure $m)
2014/2015 - - $29.0 $29.0
2015/2016 - - $16.5 $16.5
2016/2017 - - $8.0 $8.0
2017/2018 - - $26 $26.0
2018/2019 - $2.8 $75.0 $78.0
2019/2020 - $26.6 $41.0 $67.6
2020/2021 - $80.2 $49.2 $129.2
2021/2022 $5.8 $111.6 $62.4 $179.8
2022/2023 $5.6 $64.5 $101.5 $171.6
2023/2024 committed*® $19.3 $107.2 $95.8 $222.3
2024/2025 committed*’ $82.6 $127.3 $108.7 $318.6
s 9(2)() N\ 4
Total Investment from Funding Source 4

(actual, committed & FY 24/25 bid) &Q‘

15 NLTF

funding for 2014/2015-2017/2018 reflects the lack of NLTF investment into the'metro network infrastructure and 2018/19-2020/21 reflects transitional funding arrangements prior to the amendments to the LTMA in 2020.

16 Committed figures indicate the NZTA approved funding of approved activities.

17 Committed figures indicate the NZTA approved funding of approved‘agtivities® Also assumes the funding of the Lower North Island Rail Integrated Mobility Programme as per

18 Final

bids are due 23 April with assessments and prioritisation to follow.§ 9(2)(f(iv)






Annex 5

Track User Charges

1. As part of the Future of Rail Review (2019 - 2021) government agreed to introduce a track
user charge “to ensure rail users also contribute towards rail maintenance and renewals in
a fair and transparent way”

2. Changes were made to the Land Transport Management Act (LTMA) to allow regulations

to be made to pay track user charges (TUC) into the National Land Transport Fund
(NLTF).

Basis for setting the level of TUC

3.  There were two main methodologies considered to set the level of TUC on:
i. full cost recovery; and

ii. direct cost of wear and tear.

Full cost recovery

4.  Atthe time, the full cost of maintaining theynational, rail network (maintenance and
renewals) to support a resilient and reliable network, was estimated by KiwiRail to be
approximately $420 million per annum over thé next decade (this is now more likely closer
to $600m pa).

5. If TUC was set to recover the-full costi.then KiwiRail - in passing on the TUC costs -§9(2)
ALY seEd” (@)
(y _O~ This

would not have achieyed thedroader public benefits the previous government was
seeking from the rail network se was not considered a viable option.

Direct cost of wear and tear

6. Instead, the' Ministry considered it was appropriate to set the charge to recover the direct
costs of wear and tear on the network to ensure that rail operators at least cover the
variable costs of using the national rail network.

7. KiwiRail undertook a piece of analysis identifying its costs of maintaining the national rail
getwork and identifying those which vary with usage!. This work was reviewed by Swiss
Economics?.

1 “KiwiRail: Infrastructure variable cost analysis,” Revised, v2, 25 September 2020.
2 Track” User Charges for Rail Freight Services in New Zealand Review of KiwiRail’s approach to model
Track User Charges, 5-9 October 2020”, Swiss Economics SE AG, Weinbergstrasse 102, 8006 Zurich.
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Annex 5

KiwiRail’'s analysis concluded that approximately $53 million per annum of both capital
and maintenance investment on the national rail network could be attributed to wear and
tear from current usage (i.e. the variable costs of usage).

While in principle the Ministry and KiwiRail supported charging at least the direct costs of
wear and tear, KiwiRail advised that charging the direct cost of wear and tear would lead
to a loss in rail freight volume.

KiwiRail advised that it could afford a lesser charge that recovered $11.7 million in
2021/22. As illustrated in Table 1 below, the first year of the TUC was set to recover this
amount. 2021/22 and 2022/23 were set by assuming a straight-line increase over 40-
years to the full direct costs of usage - $53 million. The rate from 2023/24 would. continue
until a review was carried out.

Table 1 — Freight TUC and total NLTF revenue generated

Freight GTK NP /Total NLTF revenue
Year TUC (per 1.000 yearly ted ($
1,000G6TK) (1000)  foview . \generated ($m)
2021/22 1.18 9,959,000 - 11.7
2022/23 1.65 9,958000 - 16.3
From 2023/24 ongoing 2.1 9,959,000 /Review 20.9

Table Source: https://www.transport.govt.nz/assets/Uploads/Track-User-Charge _Cost-Regulatory-Impact-Statement-CRIS.pdf

Freight Charging Metric

11.

12.

s 9(2)()

N\

Gross tonne kilontetres (GTK),\which includes the weight of the locomotive, is used as the
Freight Charging\Metricy as it*provides a good approximation of network wear and tear.

More sophisticated (and therefore more costly to administer) charging metrics were also

considered but-discarded due to complexity and likely cost to administer/collect the data.
Other metrics included charging based on train and/or wagon kilometres differentiated by
axle type and weight (similar to Road User Charges).

N

N\



Annex 6

Treasury advice on the accounting treatment of the Rail Network Investment Programme

1.

Treasury recently provided advice on the treatment of any additional Rail Network
Investment Programme (RNIP) funding as part of their report “Vote Transport Budget
Ministers 5 Decisions” (TY2024/949 refers). The relevant paragraphs are provided
below.

We intend to provide you with a more comprehensive explanation of the accounting
treatment of rail once we have confirmed this with Treasury. One of the
interesting/complicating factors is that KiwiRail apply a different valuation basis for rail
network assets than the Crown. KiwiRail reflect the recoverable amount in their own
financial statements compared to what Treasury applies for Crown reporting purposes
(Optimised Depreciated Replacement Cost) for these same assets.

Relevant Paragraphs from Treasury report TY2024/949

73.  If Ministers decide to provide additional funding/frorh the Budget operating allowance,
there would be a positive impact on the operativig/balarice before gains and losses,
compared to the Treasury's preliminary fistakforecastsbut a negative impact on the
operating allowance. This is because the forgcasts assume that the funding gap
(between what KiwiRail can meet off theirown Halance sheet and the amount
committed by the Crown) is funded from' CraWwn_revenue. This approach is taken
because the Crown sets the funding ‘expectations in the RNIP, which is a 10-year
programme, but can choose Ao, natfund-them or fund at a lower level.

Fiscal treatment for new(funding and-alternative options to the operating allowance

76. Any new funding commitied at Budget 2024 should be managed against the operating
allowance cansistent/with the treatment in the past. Funding from the capital allowance
via a capitaliinjectienor a loan would not change the current operating expenses
forecast ftom the RNIP. Alternative options include funding from the NLTF or an equity
injection. The funding source would still be operating, and fiscal impacts will depend on
the total openating expenditure from NZTA that has been funded from revenue (FED
and RUG), ¥s Crown grants and loans.

77. The\lredasury does not recommend providing funding as a loan to KiwiRail at this time.

S@Xi), s 9(2)()
N
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28 May 2024
Hon Simeon Brown

Minister of Transport

AIDE MEMOIRE: IMPROVING CONDITIONS FOR BUS DRIVERS

To: Hon Simeon Brown, Minister of Transport

From: Siobhan Routledge, DCE — Policy Group (Acting)
Jessica Ranger, Manager — Urban Developmeént and Rubli¢ Transport
Date: 28 May 2024

Reference Number: 0C240571

Purpose

1 Through Budget 2024, the Governmenthas agreed to provide $15 million over two
years on improving working “¢onditions for bus drivers to increase retention and
recruitment.

2 This aide memoire providesyhigh level options on approaches for using the funding.

Your feedback-on these @ptions is welcome. Following your feedback, we can progress
to develop theseproposals in more detail.

\AAV

3 There are three choices for funding the improvements to bus driver conditions:

s 9(2)(M(v)

3.1\ Mulf funding — Public Transport Authorities (PTAs) apply for full Crown funding
for improvements that meet the investment criteria.

3.2 co-funding — PTAs apply for partial (usually 49%) Crown funding to support
them providing improvements that meet the investment criteria.

3.3 bulk procurement — PTA orders are consolidated and purchased in bulk by the
Crown on their behalf rather than PTAs making individual orders.
s 9(2)(f)(iv)
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A funding agreement between the Ministry and NZTA will be required

11 A fundlr;%r eement outlines the contractual obligations when the Ministry is

prow own funding to NZTA. As well as setting out the terms and conditions for

ore generally, the agreement also sets the investment criteria the Ministry
ts NZTA to assess applications for Crown funding against.
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Auckland Council has recently announced funding for driver safety screen
retrofits

adopted 2024-2034 Long Term Plan. The intention is to install driver safety scr:

15 Auckland Council has provided $6.5 million to Auckland Transport through its rm
80% of buses within two years, instead of taking 10 years to do all of thew

business-as-usual funding.

16 Auckland Transport already requires new buses being intro@g ir%:@leet to be
S

fitted with safety screens before entry into service, so tr@n ing.is exclusively to
retrofit the existing fleet. Q§~
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Contacts

Name Telephone First contact
Jessica Ranger, Manager - Urban Development and
Public Transport, Ministry of Transport

Siobhan Routledge, DCE - Policy Group (Acting),
Ministry of Transport

v
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Decarbonising public transport buses

Budget 24 funding could be used to support decarbonising public transport bus fleets. NZTA
estimates that if New Zealand’s publicly funded bus fleet (around 2,600 buses) were battery
electric today, they would cost approximately $40 million less per year to operate than the existing
diesel fleet.

The public bus fleet is about 10% battery electric now and growing.
s 9(2)(M(iv)

A one-off top up to the Scheme to support decarbonising public transport buses could achieye:

Top up of $10m Top up of $15m

e approximately 20 co-funded buses with e approximately 30 co-funded buses with
associated charging technology associated charging‘technolegy
or or
e anew bus depot with parking and EV e a new bus/depot with parking and EV
charging facilities for approximately 70 charging faciliti€s,for approximately 70
buses buses
and
¢, “approximately 10 co-funded buses with
assaeciated charging technology

We have assumed the cost to central gavernment of a new co-funded electric bus and associated
charging equipment is approximately $485k. Fhis is based on information provided to us by NZTA
in February 2024. We have baséd\the bus'depot costs on CERF funding of $10.8m provided to
GWRC for decarbonising buses.

We have looked for information on‘thedifferential between purchasing a diesel bus and an electric
one. It appears this is'Somewhetre between $300k and $500k.

MBIE and MoT would need o work closely with EECA on changes to the design of the Scheme to
ensure the investment in decarbonising public transport buses is realised.

Enhancing bus‘driver safety and comfort

Budget 24 funding could be used to support public transport operators and councils to provide
better facilities and enhance bus driver safety and comfort. This is a priority of the sector and would
supportincreased retention.

A one-year fund could be created for operators and councils to apply for funding/co-funding for
enhancements such as safety screens, better toilet infrastructure, meal preparation areas and
break rooms, and safety equipment (e.g. emergency buttons and radiotelephones).
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Based on the limited information available, this fund could achieve:

Top up of $10m Top up of $15m

or

or

100 new toilet facilities (at $100k per
facility based on information from GWRC)

40 restroom upgrades (at $250k per
upgrade based on previous Budget
information)

33 meal preparation area upgrades (at
$300k per upgrade based on previous
Budget information)

or

or

150 new toilet facilities drivers (at $100k
per facility based on information from
GWRC)

60 restroom upgrades (at $250k per
upgrade based on previous Budget
information)

50 meal preparation area upgrades (at
$300k per upgrade based on prévigus
Budget information)

We have been unable to find any New Zealand-based costs for safety equipment such as
protective screens and emergency buttons.

It appears funding of $15m is in line with the amount allocated-in Budget 23 for tranche 3 initiatives
to make improvements to the working environment for bus driversto-increase retention.

MoT would need to check the status of the working/steering grotps that have informed the work of
the previous Government on bus driver terms and,conditions.
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s 9(2)(M(iv)

Enhancing bus driver working conditions

Funding in previous Budgets was used to increase the base wage ratesdforbus drivers across the
country. These changes have been implemented and on-going ¢osts wilkbe met through the
National Land Transport Fund from 2024/25. Additional improvements\(tranche 2 and 3) sought to
deliver further enhancements to pay and conditions (e.g«further increases to base rates and
providing split shift allowances and penal rates for Hours’worked, after 9:00pm) and deliver longer-
term improvements to terms and conditions (e.g<recrditment &'training, rostering enhancements
and improving the working environment and infrastructare):
s 9(2)(f)(iv)

. Public TransportiAtuthorities (PTAs) and operators were beginning to
develop tranche 3 initiatives to improve, the safety~and working environment for bus drivers. PTAs

and operators did not consider the tranche-2.nitiatives (i.e. further wage related changes) as an
initial high priority (these are & priority for unions).

No tranche 2 or 3 funding-had been committed to PTAs through funding agreements. However,
given funding was anneunced publicly last year and PTAs have been involved in working group
discussions about hew the funding is spent, some PTAs may have ‘baked in’ a portion of this
funding to their public transport’budgets. Information provided by Auckland Transport suggests it
has assumed it will receive some further funding.

Given there are existing mechanisms for unions, operators and PTAs to negotiate changes to
existing/future contraets, | recommend any additional Crown funding is focused on improving
infrastructure.and-the work environment. This would support public transport operators and
councils to,ptovide better facilities and enhance bus driver safety and comfort. This is a priority for
the sectonand would support increased retention.

One-year funding could be provided for operators and councils to apply for funding/co-funding for
enhancements such as safety screens, toilet infrastructure, break room areas, and safety
equipment (e.g. emergency buttons and radiotelephones).

Based on the information available, this fund could achieve:

" Based on information provided by NZTA in February 2024.
25 9(2)()(iv)
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Top up of $10m Top up of $15m

100 new toilet facilities (at $100k per
facility based on information from GWRC)

40 restroom upgrades (at $250k per
upgrade based on previous Budget
information)

33 break room area upgrades (at $300k
per upgrade based on previous Budget
information)

or

or

150 new toilet facilities (at $100k per
facility based on information from GWRC)

60 restroom upgrades (at $250k per
upgrade based on previous Budget
information)

50 break room area upgrades (at $300k
per upgrade based on previous Budget
information)

Funding of $10 million is in line with the amount allocated in Budget 2023 for tranche 3,initiatives to

make improvements to the working environment for bus drivers to increase retention.
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MINISTRY OF TRANSPORT

24 April 2024 0C240357

Hon Simeon Brown

Minister of Transport

BASELINE SAVINGS PROGRAMME

Purpose

To set out the Ministry of Transport’s baseline savings programme sincluding-steps taken to
return savings to the Crown to date and our planned work to ensure we effiCiently deliver the
Government’s transport programme while operating within our revised budget from 2024/25.

The briefing is provided on a no surprises basis. As much(ofthe infermation in the paper is
staff-sensitive, it is not appropriate to be shared further.\The Ministry,will release summarised
information about our baseline savings programme for‘external parties if required.

Key points

The Ministry has been proactive in our efforts'to return savings to the Crown. In MBU,
we returned an initial $8m tof‘the,Crownjand we expect to be in a position to return a
similar amount at the end-ef'2023/24.

In addition to money handed lack-as a result of discontinued projects, these savings
have been enabled,through deliberate decisions arising from an organisation
restructure in 2023 whieh\saw a net reduction of 24 roles, significant reduction in
expenditure”on-eonsultants and contractors and vacancies not being filled where
these are nodongerrequired or fit for purpose.

The Ministry’s-funding next year reduces by 21% compared to 2023/24. This is due to
time limited, funding ending and the 6.5% savings required by Government.

We havelestablished a Baseline Savings Programme to enable us to adjust our
operating model and capability mix to respond to this financial position. The
programme includes:

o centralising recruitment, with every vacancy being scrutinised before a role is
filled

o consolidation of a number of groups and teams

o a programme of functional / team reviews, where we consider we can achieve
further operating efficiencies and baseline savings

o review of internal policies and practices, including our sensitive expenditure
policy and guidance

UNCLASSIFIED
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o arenewed focus on performance management
o simplification of funding and appropriation arrangements

o The programme is designed to ensure we can continue to access an appropriate mix
of capability to continue to deliver the Government’s transport priorities. Overall, we
expect to see a reduction in our FTE from 242 in 2023 to approximately 220, while
operating with an external advice budget of approximately $10—-12m per annum
(compared to $23m in 2022/23).

o The Ministry will report to you on progress of the Baseline Savings Programme on a
monthly basis through normal meetings with officials and the weekly report as
appropriate.

Recommendation

| recommend you:

1 note the Ministry’s Baseline Savings Programme, which we will'discuss with you
at your next meeting with the Chief Executive on\Menday 29 April 2024

NJ
Brent Johnston Hon Simeon Brown
Chief of Staff Minister of Transport
2414124 NV (N L /... /...
Minister’s office to complete; LI;Approved [ Declined
0 Seen by Minister [0 Not seen by Minister

O Overtaken by events

Comments

Contacts
Name Telephone First contact
Brent Johnston, Chief of Staff s 9(2)(@) v

Audrey Sonerson, Chief Executive

UNCLASSIFIED
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BASELINE SAVINGS PROGRAMME

The Ministry has returned significant funding to the Crown in 2023/24

1 While the exact savings required of the Ministry from 2023/24 remains subject to final
Budget decisions, following early discussions with you we have been working hard to
identify and implement measures that return savings to the Crown at the earliest
opportunity.

2 Through the Vote Transport submission in MBU, the Ministry returned $8 million
departmental funding to the Crown. This consisted of departmental funding
associated with a number of cancelled transport projects. It also included fundingunot
required in this financial year due to active decisions not to engage consultants.and
contractors on deprioritised work, savings arising out of the organisation ehange in
2023, and ongoing scrutiny being applied to all vacancies befdrevroles are put to
market.

3 As a result of the steps already taken, we anticipate being/in a pesition to return
approximately $8 million further at financial year end-

4 It is important to note that whilst this is a good result thatthas enabled surplus funds to
be returned and used for other purposes inithetimmeédiate term, 2023/24 is somewhat
of an anomaly. This is particularly the case in relation to expenditure on external
advice, due to slower activity around the-election period and the Ministry’s activities in
the third quarter primarily being focussed on implementing the Government’s 100-day
commitments for transport.

5 Consequently, in out-years we'anticipate spend on external advice to be in the region
of $10-12m per annup¥.asillustrated-below. This is significantly below the $23m
incurred in 2022/23 (higher than.normal due to Auckland Light Rail), and the 3-year
average of $16meacross 2019/20-2021/22.

Figure 1: Consultancy-andsContractor Spend

Coritractor and Consultant spend 2017/181t0 2027/28

25

20

$millions
[/

10 N e e T X

2017/18 2018/19 2019/20 2020/21 202122 2022/23 2023/24 2024/25 2025/26 2026727 2027/28

Financialyear

Actual spend/ estimated actual Forecast upper limit == == == Forecast lower limit
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The organisation changes implemented in 2023 enable the Ministry to adjust to
our new financial position

6 As you are aware, the Ministry’s funding reduces significantly from next year, due to
time limited funding ending and the 6.5% savings required of the Ministry by
Government.

7 Changes in total departmental funding over time are shown in Figure 2 below. In total,

funding from next year reduces 21% compared to original funding this year of $78m
(the graph below shows reduced funding of $71m, which takes into account funding
returned through MBU).

Figure 2:
Departmental appropriation funding 2017/18 to 2027/28
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8 While the exact savings'expected of the Ministry are confirmed through Budget,
decisions takenthrodgh the organisation change process were deliberately intended
to position’us to respond to our future budget position. This included:

o bringingin house some functions previously outsourced, for example project
management resources, to enable these functions to be delivered more cost
effectively

&, *changes to group and team arrangements, which saw a net reduction of 23
roles.

9 Additionally, the organisation structure was designed to be flexible to respond to
changing priorities. We have already utilised the flexibility of the model through taking
a number of decisions to consolidate groups as a result of changes to key priorities.
This has included:

o Disestablishing the Auckland Light Rail team
o Disestablishing the Major Projects team (currently out for consultation)

o Bringing additional roles into the Revenue work programme
UNCLASSIFIED
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If the Major Projects team is disestablished per the proposal out for consultation, a
total of 15 further roles will have been removed from the organisational establishment
since the organisational change.

These changes have primarily impacted vacant roles to date. Over time this will start
to flow through to FTE. While we have not established an FTE target, we expect over
time our staffing levels to trend towards approximately 220 FTE.

Table 1: Ministry of Transport Staff

Year (as at 31

Decer(nber) Total FTE
2017 120
2018 152
2019 161
2020 169
2021 187
2022 242
2023 241

INDICATIVE ONLY

2024 ~220

Baseline savings programme overview

12

13

14

We have established a baseline savings(programme, led out of the Office of the Chief
Executive, to drive continued\focus on ourfinancial management and delivering value
for money from the Ministry.

While a key aspect of the' programme is about delivering the financial savings
required of us, we-need to€nsure we retain an appropriate mix of skills and expertise
to deliver the Government’stransport priorities efficiently and effectively. As a
relatively small*Ministry, this means striking an appropriate balance between the
permanent staff retained at the Ministry with the capacity to engage specialist and
technical external‘advice, which would otherwise be inefficient to retain as permanent
staff. We areintending to progressively adjust our resourcing mix to enable us to
operate effectively within the reduced budget position.

There-dre six core components to the programme, described below.

Centralising recruitment

15

16

The Senior Leadership Team (SLT) has decided we will move to a model of
centralised decision-making regarding personnel. We are in the process of
completing a review of vacancies, which has seen several roles removed from
establishment.

Atfter final decisions on the vacancy review, a newly established Personnel
Committee will assume responsibility for reviewing every new vacancy before a role
can be put to market. In addition to ensuring we maximise our personnel budget, this
approach supports us to take a whole-of-organisation approach to the skills and

UNCLASSIFIED
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capabilities required by the Ministry, ensuring that resources are deployed to the
highest priority work, irrespective of where a vacancy first arises.

Consolidation of groups and some teams

17

18

As you are aware, the Regulatory DCE, Bronwyn Turley, §9(2)@)
will finish her role in May.

After careful consideration, the Chief Executive has decided to consolidate the
Regulatory Group’s responsibilities across other groups. While final decisions on
reporting line changes are still being taken, this will see a net reduction of one role on
the senior leadership team.

Programme of functional and team reviews

19

20

As part of good management practice, the Ministry periodically.reviews teams and
functions to confirm they are operating effectively. For example, the Ministry reviewed
the Finance function last year, and has more recently completéd a review of the Major
Projects team, leading to the proposed disestablishment\of'this team*which is
currently out for consultation with staff.

The Ministry has established a programme ofteam and<4unctional reviews that will be
delivered progressively over the year. While specific/proposals have not been
confirmed, we consider these reviews will improvetoperational efficiency and deliver
baseline savings. It is likely that furthef conSolidation’ of teams may be possible,
enabling a reduction in leadership positions;

Review of internal policies and practices

21

22

The Ministry sought feedback from"staff through a staff survey about opportunities for
achieving savings and delivering.better value for money. One of the themes of the
feedback was to review our.internal policies and practices to ensure these are fit for
purpose.

We are progressing teviews of our internal policies and practices, including our
sensitive, expenditure policy and guidance, time off in lieu policy, and alcohol and
events policies| While the policy reviews are not solely driven by the need to realise
baseline savings, we want to ensure that internal policy settings are appropriate for a
public setvice department and the fiscal environment we are operating within.

Performance, culture

23

24

Uplifting performance across the Ministry is a key focus and priority for the leadership
team.

We have taken initial steps to clarify and communicate expectations with staff at all
levels and will continue to reinforce this performance culture as we move into the next
financial year.

Simplification of funding and appropriation arrangements

25

The Ministry has a complex range of funding sources and appropriation
arrangements. While in some cases this can aide transparency in reporting, we
consider the current arrangements are unnecessarily complex without adding

UNCLASSIFIED
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significant value. This is inefficient and hindering effective use of resources to drive
delivery of key priorities.

We will undertake work to identify options to streamline funding and appropriation
arrangements to address these inefficiencies, while maintaining appropriate controls
and transparency about the use of public funds.

Simplification will help ensure we are able to remain responsive to new priorities,
without the need to seek new funding (assuming the core capabilities are transferable
within the Ministry — any substantially new functions would still require new funding
and/or major reprioritisation decisions to be made by you).

Next steps

28

29

30

31

We will discuss this programme with you at your meeting with the Chief Exeeutive on
Monday.

Subject to incorporating any feedback you may have, we-plan+to communicate the
Baseline Savings Programme to leadership team, staff and the Public Service
Association (PSA) at a high level.

Communications beyond the leadership teamawilldikely eccur on or after Budget Day.
We will liaise with your office about the specifi¢ timing and content of any
communications ahead of time, on a no=Surprises/basis’

Given widespread media interest in baseline-savings programmes across government
generally, we will have a summary-ayailabledhat is suitable for release to external
audiences if requested.

UNCLASSIFIED
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