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BRIEFING 

12 November 2020 OC200806 

Hon Michael Wood 

Minister of Transport 

Briefing for Incoming Minister- The Transport Emissions Action Plan 

Purpose 

To provide an overview of the Transport Emissions Action Plan (TEAP) and how it 

contributes towards obligations under the Climate Change Response (Zero Carbon) 

Amendment Act 2019 (Zero Carbon Act). The TEAP will identify the best opportunities to 

reduce emissions from the transport system by 2050.  

Key points 

 Under the Zero Carbon Act, New Zealand has set a domestic greenhouse gas (GHG)

emissions reduction target to reduce net emissions of all GHGs (except biogenic

methane) to zero by 2050. New Zealand also has international obligations under the

Paris Agreement to reduce its GHG emissions.

 Transport is responsible for 47 percent of total domestic CO2 emissions, and

therefore major emissions reductions in this area are critical to achieving the net zero

target. In addition, the transport sector may face pressure to reduce its emissions

more quickly than other sectors. This is because other sectors may be more difficult

or costly to decarbonise than transport.

 The Climate Change Commission (the Commission) will release final advice and

recommendations to the Government on the first three five-yearly emissions budgets

on 31 May 2021.

 Under the Zero Carbon Act, the Government response to the first emissions budget

must be published by December 2021 through an Emissions Reduction Plan.

 Actions taken will contribute to reaching New Zealand’s emissions reduction targets

and our obligations under the Paris Agreement.

 The TEAP will set out a strategic approach to how New Zealand should reduce

emissions in the transport system. This includes identifying the best opportunities to

reduce emissions, taking into account the level of investment required by

Government. It will also highlight opportunities that support wider social, economic

and environmental benefits, including supporting a Just Transition.

 The TEAP will assist the Ministry to identify policies that the Government could

implement to reduce transport emissions to move New Zealand towards being net

zero by 2050.
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Briefing for Incoming Minister- The Transport Emissions Action Plan 

New Zealand has committed to address climate change globally and 

domestically 

1 In 2016, New Zealand committed to take action against climate change when we 

signed and ratified the international Paris Agreement. New Zealand’s Nationally 

Determined Contribution is to reduce emissions to 30 percent below 2005 levels for 

the period 2021-2030 under this agreement. 

2 Additionally, in November 2019 New Zealand passed the Climate Change Response 

(Zero Carbon) Amendment Act. The Zero Carbon Act provides a framework for how 

New Zealand can develop and implement climate change policies that contribute to 

the global effort under the Paris Agreement; and allow New Zealand to prepare for 

and adapt to the effects of climate change.  

3 The Zero Carbon Act sets a new domestic greenhouse gas emissions reduction 

target for New Zealand to reduce net emissions of all GHGs (except biogenic 

methane) to zero by 2050. 

Emissions budgets will guide New Zealand towards being net zero by 2050 

4 The Zero Carbon Act requires the Commission to provide advice and 

recommendations to the Government on five-yearly emissions budgets1 for New 

Zealand. Their initial advice on the first three emissions budgets, i.e. emissions 

budgets for 2022-2025, 2026-2030 and 2031-2035, is due in February 2021. Final 

advice and recommendations by the Commission will be made on 31 May 2021 for 

these emissions budgets.  

5 The Government will have less than 11 months to decide if it agrees with all, some, or 

none of the recommendations for the first emissions budget (2022-2025). The 

Government must also make decisions about what actions and policies it will 

implement to meet this emissions budget (or part thereof).  

6 By November 2021, an all-of-government Emissions Reduction Plan (lead by the 

Ministry for the Environment) must be agreed by Cabinet. Public consultation on the 

Emissions Reduction Plan will also need to be held prior to Cabinet’s consideration.  

7 An Emissions Reduction Plan will be required to respond to each of the emissions 

budgets recommended by the Commission as New Zealand moves towards being net 

zero by 2050. 

8 Given our international and domestic commitments, the emissions budgets will be the 

key opportunity for Government to make strong decisions on what level of abatement 

will come from the transport sector and the policies required to move towards net zero 

by 2050.  

9 To be able to respond to the Commission’s recommendations, contribute to the 

Emissions Reduction Plan and consider medium to long term plans for transport 

emissions the Ministry is developing the strategic Transport Emissions Action Plan 

(TEAP). 

                                                
1 The Zero Carbon Act requires five yearly emissions budgets to be issued up to 2050. 
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Existing policies will not be sufficient to reduce transport emissions to meet 

the net zero 2050 goal 

10 New Zealand has a range of existing policies that contribute to decreasing emissions 

from transport.  

11 The Emissions Trading Scheme (ETS) is an important starting point for the 

abatement of GHG emissions. However, the ETS will not deliver emission abatement 

for New Zealand transport in the timeframe needed, so we must employ a broader 

range of complementary measures.  

12 In addition to the ETS, the following policies have been implemented to contribute to 

reducing emissions from transport: 

 road user charge exemptions for EVs, to encourage uptake  

 the Low Emissions Vehicle Contestable Fund to support low-emission vehicle 

uptake through encouraging innovation 

 investment in walking and cycling and public transport investment to provide 

transport choice and increase access, with GHG being a co-benefit of these 

initiatives 

 rail freight investment to improve the availability and range of freight options 

as well as improving the resilience of the network. GHG emissions reduction is 

a co-benefit 

 electric vehicle information campaigns to encourage uptake  

 vehicle fuel economy labels to encourage low emission vehicle uptake. 

13 The Government Policy Statement on land transport 2021/22 – 2030/31 (GPS 2021) 

also makes ‘climate change’ a strategic priority. It recognises the need for investment 

in the land transport system to align with the targets for GHG emissions. It means 

investments that reduce emissions and transition the transport system to be low 

emission will be prioritised for funding. While these investments are important, other 

measures will be required to ensure larger reductions in transport emissions. This is 

because emissions reductions from public transport and walking and cycling are low 

compared to other opportunities in the transport system. 

14 Mitigating transport emissions is not easy, but it can be achieved through bold 

decisions being taken as soon as possible. This will need to include decisions to 

implement a range of policies that reduce the need to travel, decarbonise our vehicles 

and fuels and lower the carbon footprint of freight. 

15 The biggest risk is if transport does not make a meaningful contribution to the first 

emissions budget, and subsequent emissions budgets. The consequence of not 

doing so will be that greater pressure and expectation will be placed on the transport 

system in later years. Delaying action will require greater effort in the future and for 

this effort to be achieved over a shorter time frame. 

The TEAP is a system wide strategic approach to how New Zealand should 

reduce emissions in the transport system 

16 Transport is one sector that must take action to implement policies to meet the 

emissions budgets. Transport emissions are continuing to increase, while in the other 

major sectors they are plateauing. Further, it is likely that transport will be expected to 
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make significant reductions to address emissions for New Zealand, given challenges 

in other sectors.  

17 A strategic approach will help us plan for the medium to longer term mitigation of 

transport emissions. Using a planned approach assists us to prioritise the potential 

interventions that could be used, the timing of their use and their potential investment 

costs. It also helps with considering what trade-offs might occur if one intervention is 

chosen over another. It will also minimise the risk of implementing policies without full 

consideration of its impact on reducing emissions across the whole transport system. 

18 GHG from transport are nearly all CO2, and transport is responsible for 47 percent of 

total domestic CO2 emissions2. This substantial share means New Zealand cannot 

achieve its 2050 target without largely decarbonising transport. 

19 The TEAP is a strategic plan setting out the opportunities across the transport system 

to address transport emissions. Taking a systems approach requires consideration of 

all modes of transport, as well as opportunities to reduce transport emissions through 

reshaping urban form.   

20 More detail on the three themes that will run through the TEAP are in the Annex. The 

themes are: changing the way we travel, improving our passenger vehicles and 

supporting a more efficient freight system. This content is indicative, and additional 

policies may be included as we finalise the TEAP. 

21 While the TEAP focuses on domestic transport emissions, it also gives consideration 

to international maritime and aviation where there are actions that will benefit both 

domestic and international transport, e.g. low carbon fuels. International aviation and 

maritime emissions are outside of the Paris Agreement (and subsequent domestic 

obligations) as they are to be addressed by their respective sector bodies3. 

We have used well-established frameworks to assess mitigation opportunities for the 

transport system 

22 The Avoid, Shift and Improve Framework4 

(ASI Framework) has been used to 

consider the actions we might take to 

address transport emissions.  

23 Under this framework actions are 

assessed as falling into three themes: 

23.1 Avoid/reduce: Actions aim to avoid 

or reduce the need to travel e.g. 

through better integration of land 

use and transport planning. These 

                                                
2 For all greenhouse gases transport accounts for 21 percent of total domestic emissions. The other 
major emitting sectors are agriculture (47.8 percent), energy (19.6 percent), industrial processes  
(6.5 percent) and waste (5.1 percent). 
3 These bodies are the International Civil Aviation Organization and International Maritime 
Organization. 
4 The ASI framework was developed in the early 1990s in Germany to serve as a way to structure 
policy measures to reduce the environmental impact on transport. It is widely used internationally and 
in New Zealand. 
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actions are often ‘system’ changes that are critical for long-term emission 

reductions and provide significant co-benefits.  

23.2 Shift/maintain: Actions aim to improve trip efficiency by promoting mode-shift 

from most energy consuming transport mode (i.e. cars) towards low-carbon 

modes (i.e. walking, cycling and public transport).  

23.3 Improve: Actions aim to improve vehicle efficiency and support the uptake of 

low carbon fuels and energy.  

24 While GHG reduction is the primary outcome that we 

focus on in the TEAP, we are also taking into account 

all of the broader outcomes outlined in the Transport 

Outcomes Framework. The Transport Outcomes 

Framework will help us to assess the potential co-

benefits and dis-benefits that could come from actions 

chosen to reduce transport emissions.  

25 The TEAP will use scenarios to show how a range of 

actions across the transport system can contribute to achieving net zero emissions. 

The scenarios will also indicate how taking action more quickly can bring forward 

emission reductions. The scenarios will illustrate the challenge and significant task 

New Zealand has ahead to meet its obligations under the Zero Carbon Act.  

26 The ASI Framework will help us identify gaps in the current approach taken to 

address transport emissions, reinforce that existing policies are insufficient to reduce 

emissions at the scale and pace required to meet our obligations, and demonstrate 

that reducing transport emissions requires more than transforming the vehicle fleet. 

27 The Ministry will make recommendations in the TEAP on the combination of policies 

that should be progressed to decarbonise the transport system. 

The TEAP will assist us to identify transport policies for the Emissions Reduction Plan 

28 The Emissions Reduction Plan requires specific policies to reduce emissions to be 

agreed by the Government for all sectors. Transport’s chapter in the Emissions 

Reduction Plan will set out the agreed policies that will be taken forward to reduce 

transport emissions for the first emissions budget.  

29 The TEAP will help us to identify the actions and policies that Ministers could consider 

to reduce transport emissions for the first and subsequent emissions budgets.  

30 We have provided you with a briefing on proposed Clean Car policies for your 

consideration. The Clean Car policies will be important to decarbonising New 

Zealand’s light vehicle fleet. The TEAP will help us provide advice on a broader 

transport systems approach to reducing emissions, including policies that reduce the 

need to travel and encourage people to shift to low-emission modes, such as public 

transport, walking and cycling. 
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31 We will provide you with advice on these additional polices once the TEAP is 

finalised. Decisions on the agreed transport policies will need to be made by Ministers 

in the first half of 2021. 

32 The policy decisions to respond to the first emissions budget will only be the starting 

point for change. There will need to be an ongoing strategic approach to keep 

building on and introducing policies to further reduce emissions from the transport 

system.  

Central and local government support the TEAP 

33 In developing the TEAP the Ministry has consulted with representatives from local 

and central government and key stakeholders.  

34 We have engaged on the scope and potential content for the TEAP with Waka Kotahi 

New Zealand Transport Agency, the Ministry for the Environment, the Ministry for 

Business, Innovation and Employment, the Ministry for Housing and Urban 

Development, Maritime New Zealand, the Energy Efficiency and Conservation 

Authority, Local Government New Zealand, Auckland Council, Auckland Transport, 

Greater Wellington Regional Council, Wellington City Council, Environment 

Canterbury, Ports of Auckland, KiwiRail, Air New Zealand and the Shipping 

Federation of New Zealand. 

35 There has been strong support for the TEAP, primarily because it takes an 

environmental lens across the whole transport system.  

36 Wider consultation on the TEAP and potential transport policies for the Emissions 

Reduction Plan will need to be completed in the first half of 2021, including 

consultation with Iwi/Māori. 

Next steps 

37 The Ministry intends to provide you with the TEAP by the end of 2020. We would like 

to discuss the TEAP with you and consider your views on it prior to it being finalised. 

38 We have provided a briefing on Clean Car policies to you at the same time as this 

briefing on the TEAP. That briefing looks to progress specific transport policies in 

advance of the TEAP being finalised. These policies if agreed will form part of the 

advice included in the first Emissions Reduction Plan. 

39 Further advice will also be prepared for you on other potential transport policies we 

would like you to consider for the Emissions Reduction Plan. This advice will be 

provided in the first quarter of 2021. 
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Annex 

TEAP Themes  

This annex summarises the TEAP themes for your information. 

Theme 1: Changing the way we travel 

How we shape our towns and cities is key to the overall efficiency of the transport system 

1 Approximately 87 percent of New Zealand’s population lives in urban areas, with most 

people living in cities. As a result, much of our transport-related GHG emissions come 

from cities and towns, where private vehicles are the dominant mode of passenger 

transport.  

2 We need to integrate land-use, urban development and transport planning to reduce 

emissions from the transport system (especially over the medium to long term), and 

achieve a wide range of co-benefits for our towns and cities.  

3 Quality compact, mixed-use urban development can play a pivotal role in reducing 

transport GHG emissions by reducing trip distances and car dependence in urban 

areas, and encouraging the uptake of low emission modes. The way we shape our 

towns and cities, including how we create places and design our streets, will also 

affect how much people walk, wheel, cycle and take public transport. 

We need to develop a transport system that provides better travel options 

4 It is clear that New Zealanders are currently very reliant on private vehicles to meet 

their travel needs. Private vehicles are useful for many transport tasks due to their 

flexibility and speed. However, they are also responsible for the majority of transport 

emissions, and contribute to a number of other issues like congestion, poor quality 

urban environments, poor public health and high travel costs.  

5 Increasing the share of travel by public transport, walking, cycling, and shared 

mobility is important for reducing emissions and achieving a wide range of co-

benefits. We can influence how people travel by offering better travel options, 

including providing quality public transport services, safe and accessible walking and 

cycling networks in urban areas, and shared mobility options, such as car sharing and 

shared micromobility.  

We should support interventions to shape where we live and how we travel with transport 

pricing mechanisms 

6 We can further support mode-shift to public transport, walking and cycling by 

introducing transport pricing and other measures that manage private car travel. This 

can help to address any rebound effects that come from investment in public 

transport (e.g. induced car travel from reducing congestion).   

7 Transport pricing generally refers to the strategic pricing mechanisms imposed on 

transport users for use of the system. The price of transport can reflect the direct 

costs of using the network, the externalities/indirect costs (such as emissions), or it 

can be set relative to other modes to influence the use of one mode over another. 
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8 With the right economic incentives transport pricing can deliver meaningful 

behavioural changes. This includes helping people make better choices that minimise 

the negative external impacts of their travel, while delivering cost savings and 

improving health and safety.  

Theme 2: Improving our passenger vehicles 

Shifting the way we travel to low emission modes will have significant benefits for the 

transport system but some trips will still be made by vehicle 

9 Decarbonising the light vehicle fleet is an important part of reaching net zero 

emissions.5 Given the large proportion of emissions that light vehicle travel 

contributes, the vehicle fleet needs to shift from internal combustion engine (ICE) 

vehicles to low emission options (such as electric, biofuels and hydrogen).  

10 Regulatory interventions could have a strong impact on emissions reduction – if the 

schemes are well funded, well designed and well implemented within wider transport 

system changes. One such initiative is introducing and implementing a fuel efficiency 

standard, which could be set to a progressively more stringent ‘average’ target for 

vehicles and fleets of vehicles over time.  

11 Introducing a clean car discount (or feebate) alongside a clean car standard would 

help to make buying a cleaner car cheaper. This type of scheme imposes fees on the 

purchase of higher-emissions vehicles and uses those to fund rebates on lower-

emissions vehicles so it can be fiscally neutral. Over time these initiatives could form 

part of a package working to phase out fossil fuel use by a certain target date. 

As we encourage a mode shift to public transport, we also want to ensure our public 

transport modes are low emission 

12 Public transport emissions are around 2 percent of total emissions in New Zealand. 

Of the estimated 2,250-2,350 public transport buses currently operating in New 

Zealand, nearly 100 are electric. Key councils already have commitments to buy only 

zero or low emission vehicles going forward. A current limitation to decarbonising 

public transport is capital funding because zero emission buses (as well as low 

emission ferries and commuter trains) are relatively expensive.  

We can reduce emissions from domestic aviation through a variety of interventions but some 

of the options are not ready yet 

13 There are also opportunities to reduce domestic aviation emissions, including through 

better air traffic flow management and improving navigation to reduce fuel burn. 

However, the key opportunity is increasing the use of sustainable aviation fuel. At this 

stage, sustainable aviation fuel can replace up to 50 percent of current jet fuel (with 

higher percentages possible in the future).  

                                                
5 The light vehicle fleet includes passenger vehicles and light (under 3.5 tonnes gross mass) commercial vehicles such as 
vans and utes. 

RE
LE
AS
ED
 U
ND
ER
 TH
E 

OF
FIC
IA
L I
NF
OR
MA
TIO
N 
AC
T



UNCLASSIFIED 

UNCLASSIFIED 

 Page 11 of 12 

14 In the future, electric powered planes could potentially service shorter routes in New 

Zealand. Electric aircraft are currently being designed and tested in New Zealand and 

overseas but it is not clear when this technology will become commercially available6.  

Theme 3: Supporting a more efficient freight system 

We are working to understand if the efficiency of New Zealand’s supply chain can be 

improved  

15 Theme 3 of the TEAP focuses on supporting a more efficient freight system. Supply 

chains are complex networks of infrastructure, services, information and operators 

through which freight is transported from producers to end users. Further work is 

required to gain a comprehensive understanding of New Zealand’s freight system to 

identify if there are opportunities to improve the efficiency of the freight system and 

reduce GHG emissions. 

16 The movement of freight within New Zealand plays a vital role in the economy. It 

supports the flow of exports for world markets and imports into New Zealand. In 

2017/18 freight transported within New Zealand encompassed 278 million tonnes of 

freight, or 30 billion tonne-kilometres. It is expected that our freight task will increase 

over the next 20 years to 366 million tonnes in 2042/43.7 

Shifting freight movements by road to less carbon intensive transport modes could reduce 

emissions  

17 Shifting freight movements from road to more efficient and less carbon intensive 

transport modes could lead to lower emissions. Road freight emits on average 136g 

of CO2 equivalent per tonne-kilometre, compared to 28g by rail (21 percent of road) 

and 16 to 45g by coastal shipping (12 to 33 percent of road).8 Increasing the uptake 

of our rail and coastal shipping modes would also result in co-benefits, such as 

reducing road congestion, air and noise pollution and maintenance costs, as well as 

improving road safety outcomes.9  

18 However, while data is limited, it is thought that the amount of freight that could be 

shifted to rail and coastal shipping is limited. For many freight tasks trucks are the 

best or only option. This is due to market expectations around timeliness and cost, 

limited access to rail and coastal shipping for rural freight users, the characteristics of 

the cargo, as well as the distance travelled. 

Decarbonising trucks provides the best opportunity for New Zealand to reduce emissions 

from freight  

19 Heavy vehicles, the majority of which are freight vehicles, are responsible for almost a 

quarter of New Zealand’s transport GHG emissions. This means road freight has an 

                                                
6 Sounds Air has signed a letter of intent to purchase electric planes with the Swedish company Heart 
Aerospace, which is aiming to manufacture 19-seat, ES-19 aircraft for commercial flights in 2026. 
7 Ministry of Transport. 2017. Transport Outlook: Future State. 
8 Ministry for the Environment. 2019. Measuring Emissions: A Guide for Organisations. 2019 Detailed 
Guide.  
9 Ministry of Transport. 2020. The Externality Value of Rail in New Zealand; Ministry of Transport. 
2020. The Externality Value of Coastal Shipping. 
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important role to play in decarbonising the transport sector. However, there may also 

be opportunities to improve our domestic shipping and electrify our rail networks.  

20 Green fuels (such as biofuels, hydrogen and electrification) provide an excellent 

opportunity for New Zealand to reduce its freight emissions. We already have a high 

level of renewable electricity (about 82 percent) and biofuels could have an 

immediate impact on emissions, particularly when advanced ‘drop-in’ biofuels can be 

used to directly replace fossil fuels. 

21 A combination of low emission fuels for use in the transport system would provide a 

range of fuels for varying modes. For example, for the light fleet it is envisaged that 

most of our future fleet will be electric. For decarbonising trucks, it may be more 

economic to invest in biofuels or hydrogen.  
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PRESSURES ON NEW ZEALAND’S SEA AND LAND FREIGHT SUPPLY CHAINS 

There is significant congestion occurring at the Ports of Auckland (POAL) and 
elsewhere in the New Zealand supply chain due to a “perfect storm” of 
international and domestic factors  

1 

Sea freight makes up over 99 percent of New Zealand’s trade volumes, with 
POAL receiving most of our imports    

New Zealand is highly reliant on international shipping. Sea freight makes up over 99 
percent of New Zealand’s trade volumes (in tonnes) and 80 percent of trade value. 

Containerised cargo makes up 83 percent of export cargo values and 63 percent of 
import cargo values. POAL and POTL are the main container handling ports. 

Given the relatively large size of Auckland’s market, POAL is the country’s primary 
import port accounting for 48.5 percent of sea freight import values and 7.7 percent of 

There has been significant congestion at POAL since September 2020, as a result of 
international container ships arriving off-schedule from Australia. Ships are estimated 
to be about 5 days late to POAL, and the average waiting time for a berth is between 
7 and 10 days as of early November. The port has suspended its berth window 
booking system, leading to further uncertainty across the supply chain. 

This congestion is occurring as New Zealand heads into peak import season (ahead 
of Black Friday, Christmas, and Boxing Day sales). While some level of seasonal 
congestion at this time of year is not unusual, the unexpected speed and scale of the 
resurgence in import activity deferred by COVID-19 have further amplified demand 
pressures. 

In addition, there is severe congestion at Australian ports caused by unseasonably 
bad weather and significant industrial action in October 2020 (which has now been 
suspended temporarily). This has implications for New Zealand given that a 
significant proportion of ships calling in New Zealand stop in Australia first. There are 
reports of vessel waiting times of 19 days and 70,000 containers waiting to be 
transported in Sydney. 

There are also congestion issues at key ports in Asia further up the supply chain, 
such as in Singapore and Hong Kong, which are adding to the uncertainty of ship 
arrivals in New Zealand. 

POAL’s response to the surge in peak demand and disrupted shipping schedules has 
also been hampered. The port is not operating at full capacity due to delays and 
intermittent hitches in the ongoing automation of its container terminal, labour 
shortages, as well as the unfortunate death of a port worker at the end of August 
2020. POAL has started employing more labour, but will require some time to contract 
and train them for specialist roles. 

While freight would normally divert to the Port of Tauranga (POTL) in times of delay at 
POAL and travel back to Auckland, POTL is also operating near capacity. There are 
delays of 10 to 12 days in shifting import containers from POTL to Auckland.  
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BRIEFING 

12 November 2020 OC200895 

Hon Michael Wood Action required by: 

Minister of Transport  Friday, 13 November 2020 

MINISTERIAL CONSULTATION - COVID-19 TESTING OF BORDER 

WORKERS: PHASE 3 OF THE REQUIRED TESTING ORDER  

Purpose 

To support Ministerial consultation on the draft Health Order, COVID-19 Public Health 
Response (Required Testing) Amendment Order (No 3) 2020, which has been sent to you 
for Ministerial consultation by the Minister of COVID-19 Response, Hon Chris Hipkins.   

Key points 

 Testing is a critical part of New Zealand’s strategy and has been significantly scaled up in

recent months.

 Under current Health Orders, workers at airports or maritime ports who interact with

international passengers or foreign crew, are subject to mandatory asymptomatic testing.

The frequency of testing is risk-based, depending on the level of contact workers may

have with passengers or overseas crew, and can vary from weekly to fortnightly to

monthly. There is also mandated weekly surveillance testing for New Zealand-based

aircrew who undertake overseas duties. The Ministry worked closely with MoH on the

development of the risk-based testing framework for border workers, and is represented

on the Testing Governance Group (along with Maritime New Zealand).

 Phases 1 and 2 of mandatory routine testing of border workers through the COVID-19

Public Health Response (Required Testing) Order 2020 (the draft Order) have been

rolled out.

 Phase 3 has been delayed pending decisions on some of the elements that will be

included in the draft Order. Phase 3 extends testing requirements to three new groups of

workers, increases testing frequency for some higher-risk workers, and introduces new

duties on workers and Persons Conducting a Business or Undertaking (PCBUs).

 Based on engagement across the aviation and maritime sector (including the Civil

Aviation Authority and Maritime New Zealand), the Ministry is largely comfortable with the

proposals in the Order. The MoH has agreed with the Ministry’s feedback to-date and

that feedback will be reflected in the next version of the draft Order.

 At this time, MoH intends for the Minister of COVID-19 Response to sign the Order on

Wednesday 18 November 2020, and for it come into force from Monday 23 November

2020. This gives the transport sector five days to implement the Order’s new

requirements.

Document 20
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Background – the Ministry’s COVID-19 Response Programme 

 The Ministry provides regular advice and support to MoH and the New Zealand Customs

Service (Customs) in particular, on issues relating to the regulation and management of

the aviation and maritime borders, including amendments to Health Orders1 relating to air

and maritime crew and the testing of border workers.

 Testing, isolation requirements and obligations on employers (as PCBUs) help to achieve

important public health objectives, but can also create operational and supply chain

impacts, and cost and welfare concerns that need to monitored. Wherever possible the

Ministry works with MoH and operators to understand these impacts, and mitigate them

before a Health Order is made.

 As highlighted by the recent marine engineer COVID-19 case, New Zealand’s border

settings need to be monitored regularly to ensure they remain fit-for-purpose and to

reflect new knowledge about COVID-19 and how it is transmitted.

 Overall, the maritime and aviation sectors (where there is the most focus because of the

border interface these sectors have) understand and support the need for increased

public health requirements - provided measures are risk-based and proportionate.

Testing is critical to New Zealand’s elimination strategy and has been significantly scaled up 

in the last two months  

 Under current Health Orders, persons at airports or maritime ports who interact with

international passengers or foreign crew, are subject to mandatory asymptomatic testing.

Testing frequency is risk-based, depending on the level of contact a worker may have

with passengers or overseas crew, and can vary from weekly to fortnightly to monthly.

 There is also mandated weekly surveillance testing for New Zealand-based aircrew who

undertake overseas duties. The Ministry worked closely with MoH on the development of

the risk-based testing framework for border workers, and is represented on the Testing

Governance Group along with Maritime New Zealand (MNZ).

 Related to this, the Ministry is also monitoring welfare concerns or impacts for workers
and crew resulting from public health measures, including concerns about regular testing.

Summary of proposals in the Phase 3 Order 

 The draft Order extends testing requirements to three new groups of workers, increases

testing frequency of some higher-risk workers, and introduces new duties on workers and

PCBUs.

 MoH has engaged relevant agencies on the proposals in the draft Order. Agencies were

generally supportive of proposed duties to be progressed in the draft Order, and noted

many PCBUs were already fulfilling these roles.

1 An order issued under the COVID-19 Public Health Response Act 2020 or the Health Act 1956. 
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Extending testing requirements to new groups of workers 

 The draft Order extends testing requirements to three new groups on a fortnightly basis,

other than excluded airport or port persons:

o All other airside workers at airports to capture any workers that may not be

captured by the occupational groups currently listed in the Order's Schedule;

o All landside workers at airports who routinely interact with international arrivals

and whose actual exposure risk may be equivalent to their airside colleagues.

o All other port workers who interact with persons required to be in isolation or

quarantine under a COVID-19 Order. This is a catch-all category following advice

Custom Officers were doing this when processing arriving ships and crews.

 Increasing testing frequency of high-risk workers to seven days 

 The Minister of COVID-19 Response requested that high-risk port workers have their

routine testing frequency requirements increased to weekly [HR20201904 refers].

Officials identified maritime pilots and any airport or port workers that are in an enclosed

space on board an aircraft or boat for more than 15 minutes at a time with arriving

crew/passengers (where physical distancing is not practicable) as higher-risk groups

where testing frequency could be increased to once every seven days.

New duties on workers and PCBUs 

 The draft Order includes the new duties on workers and PCBUs.

 New duties on PCBUs will involve keeping records of compliance, notifications of the

requirements, and a prohibition on PCBUs from preventing or prohibiting workers they

employ or engage from undergoing testing during working hours, when testing is

available during working hours. Workers will be required to provide their PCBU with the

information that will enable PCBUs to meet their obligations.

 A ‘Border Worker Testing Register’ will support PCBUs to fulfil the proposed Phase 3

duties. These duties include a requirement for the relevant PCBU to keep and maintain a

record of the affected person’s full name and date of birth, a telephone number, the

testing period that applies to the affected person, the dates on which the affected person

has undergone testing and medical examination e. details of any exemption, if applicable.

Enforcement to respond to non-compliance and guidance to support compliance 

 The Minister of COVID-19 Response also requested advice on the creation of additional

enforcement functions, such as authorising an enforcement officer, to support the routine

mandatory testing requirements. WorkSafe inspectors are currently authorised under the

COVID-19 Public Health Response Act 2020 to carry out the functions and powers of an

enforcement officer, and could act in this capacity to respond to non-compliance with the

Order on an interim basis.

 There will also be a specific review of WorkSafe’s role in regulating COVID-19 measures

in workplaces due in February 2021. This offers an opportunity to consider the scope of

the enforcement function and who holds responsibility for it.
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APPENDIX ONE: SUMARY OF STAKEHOLDER FEEDBACK 

Proposed duty/change Aviation sector feedback Maritime sector feedback 

Extend testing requirements to the following groups of 

workers on a fortnightly basis: 

a) all other airside workers (other than excluded

airport persons)

b) all landside workers at international airports

(other than excluded airport persons) who

routinely interact with international arrivals

c) all other port workers (other than excluded port

workers) who interact with persons required to be

in isolation or quarantine under COVID-19 order

Sector participants we have 
spoken to are largely 
comfortable with these proposed 
changes.  

Maritime NZ is comfortable 
with these proposed 
changes.  

Increase testing frequency to weekly for all maritime 
pilots 

Not applicable. Maritime NZ understands 
the maritime ector has 
requested weekly testing of 
maritime pilots. 

Increase testing frequency to weekly for all airport and 
port workers who spend more than 15 minutes in an 
enclosed space on board an aircraft or affected ship with 
a member of crew or passenger who has arrived from 
overseas and where physical distancing is not 
practicable 

Sector participants we have 
spoken to are largely 
comfortable with these proposed 
changes. 

Maritime pilots are 
comfortable with this. 
However, there has been a 
negative reaction from 
stevedoring companies and 
unions. 

Include a duty on affected workers to provide information 
to the PCBU that employs or engages them 

Sector participants we have 
spoken to are largely 
comfortable with these proposed 
changes. 

There is general agreement, 
but there are questions 
about how well this can be 
enforced. 

Include a duty on PCBUs to keep records of the affected 
workers they employ or engage, and make these 
available to an enforcement officer 

Sector participants we have 
spoken to are largely 
comfortable with these proposed 
changes. 

Sector is largely comfortable 
with this. 

Include a duty on PCBUs to notify the affected workers 
they employ or engage of the applicable testing 
requirements 

Sector participants we have 
spoken to are largely 
comfortable with these proposed 
changes. 

There is broad agreement 
on this proposed change.  
Many PCBUs are already 
doing this. 

Include a prohibition on PCBUs from preventing or 
prohibiting the workers they employ or engage from 
undergoing testing during working hours, when testing is 
available during working hours 

Sector participants we have 
spoken to are largely 
comfortable with these proposed 
changes. 

Sector participants we have 
spoken to are largely 
comfortable with these 
proposed changes, but there 
is concern where testing is 
not conducted at the port. 
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CURRENT STATE OF THE NATIONAL LAND TRANSPORT FUND 

The Land Transport Management Act 2003 (LTMA) establishes the transport 

funding framework 

The LTMA defines the National Land Transport Fund (NLTF) revenue sources, which 

total around $4 billion per year, derived from: 

1.1 fuel excise duty (FED) — 70.024 cents per litre on petrol, generating around $2 

billion revenue per year; 

1.2 road user charges (RUC) — a per kilometre charge for non-petrol (mostly 

diesel) and heavy vehicles that varies by vehicle type and weight, generating 

around $1.8 billion per year; 

1.3 motor vehicle registration and licensing fees (MVR) — a $43.50 charge applied 

when a vehicle’s registered owner renews their ‘rego’, generating around $220 

million per year; and 

1.4 track user charges (TUC), which are still being developed and are intended for 

introduction in July 2021. 

The NLTF is ‘hypothecated’, meaning that all revenue collected is reinvested in the 

transport system.  

The LTMA provides the framework for managing and funding land transport activities 

through the NLTF. This includes broad objectives of transport investment (i.e. 

contributing to an effective, efficient, and safe land transport system), and an 

allocation mechanism through the Government Policy Statement on Land Transport 

(GPS). It also outlines the role of regional land transport planning and the decision 

making roles of Waka Kotahi NZ Transport Agency (Waka Kotahi).  

The GPS sets priorities for the next 10 years and is reviewed every 3 years 

The GPS sets the Government’s transport priorities, and must include: 

4.1 the results that the Crown wishes to achieve from the NLTF over a period of at 

least 10 financial years, 

4.2 the Crown’s land transport investment strategy, and 

4.3 the Crown’s policy on borrowing for the purpose of managing the National Land 

Transport Programme (NLTP). 

Waka Kotahi is responsible for developing a 3-year NLTP that invests the NLTF in a 

way that gives effect to the GPS, and taking account of the Regional Land Transport 

Plans (RLTPs) developed by local government. The Waka Kotahi Board has statutory 

independence for its decision-making in relation to giving effect to the GPS. The 

LTMA explicitly prohibits the GPS from imposing an obligation on Waka Kotahi to 

approve or decline funding for a particular activity or any combination of activities.   
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The LTMA requires a new GPS to be published every six years, with a review of the 

Crown’s land transport investment strategy once every three years. In practice, the 

three-year review has always resulted in a new GPS being published, but there would 

be circumstances in which a light-touch approach would be recommended. Frequent 

amendments limit Waka Kotahi’s ability to provide certainty, and major changes can 

delay and disrupt delivery on the ground. 

The following diagram shows the links between the documents and the funding 

sources. 

Funding through GPS 2021 is committed mainly to maintenance of the 

transport system 

The modelling behind GPS 2021 identified that around 70 percent of the NLTF over 

the 10 years of GPS 2021 will be required to maintain existing levels of service (such 

as public transport services, road maintenance and road policing) and meet existing 

debt and Public Private Partnership (PPP) repayments.  

This spend is important, as delaying it for a long period of time, will lead to asset 

deterioration. This in turn will affect journey times and costs, as well as the safety and 

resilience of the transport system, and may increase repair costs. 

The remaining 30 percent can be used to improve and further develop the network 

(“discretionary expenditure”).  

Previous GPSs had a greater level of discretionary expenditure due to: 

11.1 a smaller asset to maintain (e.g. the investment of over $13 billion in new state 

highway infrastructure over the past 10 years has generated ongoing 

maintenance and operations costs); 

11.2 lower past service levels required less ongoing funding, particularly for public 

transport (e.g. recent GPSs have invested in improving public transport 

services, and it will now cost more to maintain those services);  

11.3 revenue (FED and RUC) increases being built in for future years, and 

11.4 decisions to spend less than the level needed to maintain the level of service 

(e.g. spending less than optimal levels on maintenance). 
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Discretionary expenditure is also limited in the short-term by existing commitments 

that carry forward into the next 1–3 years (i.e. projects that have started but need 

further funding to complete). In the 2021–24 NLTP, Waka Kotahi estimates that 

around 92 percent of the NLTF will be required to complete already 

approved/commenced projects, and to maintain system service levels. 

Without revenue increases, the balance of NLTF spending will be prominently focussed on 

maintenance 

Over the long-term, the total costs of running the system will increase due to general 

inflation of input costs, and new costs for maintaining improved service levels and 

new infrastructure. This means the 30 percent ‘discretionary’ funding will decrease 

over time if revenue does not keep pace with costs. 

The value of FED is set in the Customs and Excise Act 2018 and RUC is set in 

regulations that can be changed by Order in Council. However, both are nominal 

rates (per litre and per kilometre respectively) that do not increase automatically over 

time or with inflation. The Government has agreed that it will not increase the rates in 

the next 3 years, and there are no increases programmed beyond then for GPS 2021. 

As a result, NLTF revenue is expected to be relatively steady in nominal terms (FED 

and RUC volume increases of around one percent per year do not provide significant 

new revenue) in the foreseeable future. As costs will increase with inflation, it is likely 

the real value of the NLTF will reduce. 

If there was no increase in revenue over the next 10 years, we expect the NLTF 

would only be able to afford managing debt and maintenance costs of the existing 

network. Any further improvements to the network would require new funding or 

financing (i.e. packages like the New Zealand Upgrade Programme). 

Greater commitments to transport programmes are putting pressure on the 

NLTF 

In the last two-to-three years (and earlier), substantial new policy and programme 

decisions have been taken that require funding from the NLTF. This limits availability 

of discretionary expenditure from the NLTF and reduces flexibility across the fund as 

it effectively locks the Waka Kotahi Board into decisions. In particular, commitments 

to the Auckland Transport Alignment Project (ATAP), Let’s Get Wellington Moving 

(LGWM), Road to Zero, and the Rail Plan combined will use up most of the 30 

percent discretion available in the GPS 2021 ten-year period based on current 

revenue projections. 

The NLTF has been used to fund a range of priorities over the years, but these 

decisions reflect an intention to apply it to a broad range of purposes, consistently, 

and over time. They reflect increased expectations for the NLTF in terms of scope 

and scale of what it will deliver and support in the system. 

These pressures influence Waka Kotahi in creating the NLTP 

As well as containing commitments that would require all discretionary funding, GPS 

2021 increased some upper ranges compared to GPS 2018, signalling high ambition 

for investment in areas such as Public Transport Infrastructure. However, forecast 

revenue, and therefore possible investment, is near the sum of the lower funding 
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COVID-19 - FINANCIAL SUSTAINABILITY OF TRANSPORT 
OPERATORS DURING COVID-19 AND POSITIONING FOR 
RECOVERY 

COVID-19 border restrictions have a significant impact on international 
passengers and international airfreight 

On 14 March 2020, everyone entering into New Zealand was required to self-isolate 
for 14 days. From 9 April 2020, those entering New Zealand were required to isolate 
in a managed isolated quarantine facility. From 17 March 2020, entry to New Zealand 
was restricted to New Zealand citizens and permanent residents. These restrictions 
remain in place but certain categories of critical workers can apply for an exception. 

COVID-19 border restrictions resulted in a dramatic decrease in international flights – 
falling from around 550 per week pre-COVID, to less than 100 per week in April, and 
only around 130 per week now. Airlines have either significantly scaled-back their 
services (Air New Zealand has put more than half its international fleet into long-term 
storage) or left the New Zealand market entirely. 

The Government responded swiftly to the decline in international arrivals … 

Passengers entering New Zealand by air fell from around 20,000 per day to less than 
500 per day. International tourist visits, which were forecast to reach around 4.3m in 
2020 (with visitor expenditure contributing around $12b to the New Zealand 
economy,1 and 6% to GDP) have almost entirely stopped. 

The Government responded swiftly to the decline in international arrivals March 
announcement of the $600m Aviation Relief Package. The Relief Package has the 
following spend forecast against it: 

 Levy and fee relief to encourage international airlines to continue flying to New
Zealand and to provide some support to domestic passenger services to
address service reductions and retain domestic connectivity made up of:
(a) $58 million for airlines to pay civil aviation passenger safety and security

levies (finishing 31 December 2020) and Customs and biosecurity levies
(finished 31 August 2020); and

(b) $72 million to provide relief from Airways fees and charges – to the benefit
of international airlines including Air New Zealand and other domestic
passenger airlines.

 One-off $70m payment which supported Airways to remain solvent
 $373m to support the International Air Freight Capacity Scheme (finishes 31

March 2020);
 $6.5m to support the Urgent Air Freight Scheme (which was put in place prior

to the IAFC going live)
 $3m for Essential Transport Connectivity - Aviation

The aviation relief package was originally intended to encourage airlines to continue 
operating services to New Zealand and to resume and ramp up services once 
international travel restrictions eased. The passenger-based fees were to be in place 

1 MBIE New Zealand Tourism Forecasts 2018-2024, May 2018. 
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public meant that some chose not to operate at all, because services would no longer 
be viable. Others operated at significantly reduced frequencies; but often still below 
break-even level. The imposition of physical distancing requirements meant that 
many services were operating at significantly reduced capacity, reducing revenue 
from fares considerably. 

Regardless of how operators responded to the different alert levels, almost all faced 
significant losses in revenue. While a reduction in services provided some opportunity 
to reduce costs (such as vehicle running costs) other costs such as business 
overheads remained largely unchanged. COVID has therefore had a significant 
negative financial impact on domestic transport operators – a number of which are 
small and have limited financial capacity to absorb this kind of shock. 

The continued operation of public transport was supported through lockdown 

Public transport is critical to the operation of our major cities, providing efficient 
movement of people. It also supports more equitable access to goods, services, 
education and employment. As an essential service, public transport operated 
throughout all alert levels. However, alert level restrictions on movement and physical 
distancing requirements impacted the number of people using public transport 
services and capacity of public transport vehicles and vessels.  

Most public transport services are planned and procured under the Public Transport 
Operating Model (PTOM). These services are provided under contract to regional 
councils, which are funded from a combination of fares, local share (predominantly 
rates), and the National Land Transport Fund (NLTF).  

Regional councils have long term contracts with private operators to provide public 
transport services. There have been additional service costs associated with COVID 
and, with reduced public transport use, there has been an associated reduction in 
fare revenue. To ensure public transport continued to be provided, Waka Kotahi 
agreed to fund additional costs and forgone fare revenue, however the NLTF came 
under pressure with the reduction in revenue from road users. Additional Crown 
funding was provided to support the NLTF, which allowed Waka Kotahi to set aside 
$111m for 2020/2021 to continue to meet additional public transport cost and revenue 
pressures associated with COVID-19. This has allowed regional councils to maintain 
service levels despite reduced patronage.  

Further support may be needed if public transport patronage declines or in the event of a 
further COVID-19 resurgence 

We anticipate there may be ongoing cost and revenue pressures for contracted public 
transport service delivery. If there are ongoing reductions to public transport 
patronage and/or a further COVID-19 resurgence the ability to continue to meet cost 
and revenue pressures from the NLTF could be restricted. We will provide advice 
around these issues in future if necessary. 
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BRIEFING 

13 November 2020 OC200826 

Hon Michael Wood  Action required by: 

Minister of Transport  Friday, 20 November 2020 

Direct Crown funded land transport projects and programmes 

Purpose 
Provide an overview of direct Crown funded land transport projects and programmes and the 

measures in place to provide assurance on their delivery. 

Key points 

 Investments for land transport projects and programmes are made through the National

Land Transport Fund (NLTF), Budget bids, or direct Crown funds. This briefing focuses

on direct Crown funded land transport investment.

 Crown funding enables a Minister or Cabinet to specify broader outcomes, specific

features, timing and/or means of delivery in a way that can’t be achieved through NLTF

investments. However, project risks and costs revert more directly to the Crown.

 Investment limits for each Crown fund are agreed by Cabinet but are otherwise

uncapped as the funds are not dependent on revenue from external sources. You are

the purchaser of three Crown funded programmes (NZUP, RIO and the PGF), and

responsible for the governance and oversight of these programmes’ funding.

 The mix of Ministerial delegations is unique for each Crown fund. The Ministers of

Finance and Infrastructure apply to almost all, with other Ministers required where

appropriate. Appendix A further details your delegations.

 Some projects approved through direct Crown funding have incorporated risk that would

normally be measured through separate pre-implementation steps. As a result, these

projects may face a likelihood of increased cost and time pressures, causing possible

delays and cost overruns. Further details on the risks and issues for Crown fund

investments are detailed in the table at p.8.

 The background and objectives for each Crown-funded programme are further detailed

at Appendix A.

Document 26
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Direct Crown funded land transport projects and programmes 

Background 

1. Investments for land transport projects and programmes are made through the National

Land Transport Fund (NLTF), Budget bids, or direct Crown funds. Budget bids and direct

Crown funding can take various forms, including funding for specific activities, or funding

for programmes with different objectives.

2. The following Crown funds were set up during the term of the last Government to deliver

a combination of specific projects and general transport outcomes:

 COVID-19 Response and Recovery Fund (CRRF);

 Infrastructure Reference Group (IRG)/Crown Infrastructure Partners (CIP);

 the New Zealand Upgrade Programme (NZUP);

 Regional Investment Opportunities (RIO); and

 Provincial Growth Fund (PGF).

3. In addition to the funds listed above, the South Island Transport Corridors (SITC)

reinstatement project continued to receive investment from the Crown during the term of

the last Government. The project was set up in 2016 to reinstate and repair SH1 (road)

and the Main North Line (rail) following the Kaikōura earthquake.

Pressures facing the land transport system 

4. In 2020/21, the Crown funded component of Vote Transport is more than $8 billion,

comprising $4 billion for the NLTF, and the remainder for previous Budget initiatives

including programmes like RIO, PGF and the IRG/CIP projects.

5. The difference between the level of investment and funding criteria for Crown funds and

the NLTF has created a unique set of challenges for the Ministry and Crown funding

recipients Waka Kotahi and KiwiRail. Notably:

 some Crown-funded projects have limited or no contingency available to

resolve issues discovered during the construction stage of projects;

 spending the entirety of Vote Transport will be challenging. The programme is

double the value it’s been in recent years and there will be limited capability for

the sector to bring in additional resources from overseas; and

 completed Crown-funded projects unlock benefits, but also create cost

pressures for the NLTF and local government by increasing ongoing

operating/maintenance/renewal costs.

6. Further detail on the pressures facing the transport system can be found in the Current

state of the National Land Transport Fund paper (OC200827 refers).
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7. At your request, the Ministry can provide you with advice on the alignment between the

Crown-funded project portfolio and your priorities, and the format of the portfolio’s

reporting.

Crown funding overview 

8. The Government can contribute additional Crown funding directly to transport projects or

programmes to advance or achieve certain outcomes, priorities, or objectives outside of

the Land Transport Management Act 2003 (LTMA) process.

9. Crown funding enables a Minister or Cabinet to specify broader outcomes, specific

features, timing and/or means of delivery in a way that can’t be achieved through NLTF

investments, which are guided by the priorities set out in the Government Policy

Statement on land transport 2021 (GPS). However, project risks and costs revert more

directly to the Crown.

10. To receive investment from a Crown fund, a project must:

 meet the requirements of the appropriation for the respective fund; and

 delegated Ministers must agree on the project’s scope, budget, schedule,

quality and contingency.

Your role as purchaser and the Ministry’s role as purchase advisor 

11. You (and other delegated Ministers), are responsible for:

 selecting and purchasing projects; and

 providing governance and oversight of the programmes’ funding.

12. The Ministry is your purchase advisor. In this capacity we provide you with advice on

transport investments from the Crown funds you are responsible for (including NZUP,

RIO and PGF) including the projects that would best fit with the Government’s priorities.

We also support you in your governance and oversight role (as detailed in the

monitoring, oversight and assurance section on p.6).

13. The Ministry can brief you separately on the frameworks it has in place to advise you on

how potential investments, or existing investments that need to be re-shaped due to

changed circumstances, can best meet the Government’s objectives and priorities.

14. When a Crown fund is active (receiving Government investment), the Ministry provides

portfolio Ministers with an evaluation of project proposals. Advice for:

 IRG/CIP investments is drafted in conjunction with CIP1 as fund manager, and

the Provincial Development Unit (PDU) at MBIE;

 PGF and RIO project investments are drafted in conjunction with the PDU as

fund manager;

1 CIP, formerly Crown Fibre Holdings Limited, was established in 2009 to manage the Government’s $1.7 billion investment in ultra-fast 

broadband infrastructure. In 2020, CIP was assigned responsibility for the identification, funding, and monitoring of shovel-ready projects 
across New Zealand following the onset of COVID-19. 
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frequent communication with funding recipients. This approach enables the Ministry to 

detect emerging/potential risks and issues and mitigate the risk and cost to the Crown. 

30. The Ministry escalates issues with the potential to result in significant project cost

overruns, re-scoping, and delays to delegated Ministers on a ‘no surprises’ basis through

the project reporting cycle.

31. Issues that require Ministerial approval to resolve, such as re-scoping a project to meet a

cost overrun, are advised through briefings to the delegated Ministers of each fund.

Project reporting 

32. You will receive reports for the Crown-funded transport programmes you are responsible

for (NZUP, RIO and the PGF) on a monthly and quarterly basis. These reports are also

provided to other delegated Ministers.

33. The SITC reinstatement project provides reports to you and the Minister of Finance on a

quarterly basis, with monthly reporting provided to the NZUP Oversight Group.

Overview of Crown investment programmes and packages 

34. There is very limited or no contingency available within the Crown investment

programmes to fund new projects or cost overruns

35. Thirty-nine Crown-funded projects across IRG/CIP, NZUP, RIO and the PGF are due for

completion between 2021 and 2029. We will continue to monitor these projects until

completion, and regularly report on these to you. We would value a conversation about

your preferences so we can make sure the timing and substance of this meets your

needs.

36. As the Crown funds set up under the term of the last Government have limited (or no

contingency) available it is likely that Ministerial decisions will be required to resolve cost

pressures and/or re-scope projects across the Crown portfolio.

37.

We will brief you separately on NZUP.

38. An overview of transport Crown investment programmes and packages is outlined in the

table at Appendix A.

Risks and issues 

39. Some projects approved through direct Crown funding have incorporated risk that would

normally be measured through separate pre-implementation steps. These projects

therefore may face a likelihood of increased cost and time pressures, resulting in

possible delays and cost overruns.

40. The table on p.8 details the issues/risks from Crown fund investments made during the

last Government’s term. The Ministry is working with funding recipients to mitigate these

issues/risks.

Withheld under Section 9(2)(g)(i) of the Official Information Act 1982
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COVID-19 Response and Recovery Fund (CRRF) for the National Land Transport Fund 

(NLTF) 

41. As part of Budget 2020 the Government established the CRRF, a $50 billion funding 

envelope that provides additional support to those most affected by COVID-19.  

42. CRRF initiatives and packages are assessed through a wellbeing lens and framework. 

The fund aims to boost job creation and support vulnerable populations, industries, and 

sectors across New Zealand that have lost their funding base as a result of COVID-19.  

43. Over the lockdown period, the NLTF incurred additional costs such as free public 

transport and collected lower revenue because people were driving less. As at  

13 November 2020, $1 billion had been committed to four transport sector initiatives 

including two initiatives that mitigate the impacts on the NLTF as a result of the COVID-

19 pandemic: 

 $425 million loan to enable Waka Kotahi to manage the cash flow impacts on 

the NLTF as a result of COVID-19;  

 $600 million grant to support the delivery of the National Land Transport 

Programme and to meet COVID-19 related costs. 

44. Cabinet also noted that that Ministers are considering allowing Waka Kotahi to borrow up 

to an additional $300 million (potentially off its own balance sheet), subject to further 

advice. The Ministry and the Treasury are currently working with Waka Kotahi to 

understand if this remains necessary given recent NLTF revenue has exceeded initial 

post-COVID expectations. 

45. There remains $12.1 billion in the CRRF which can be utilised by the Government at any 

time. The Stimulating Recovery paper (OC200771 refers) provides further information on 

this amount and its potential to support initiatives that can contribute to a more 

productive, sustainable and inclusive economy.   
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New Zealand Upgrade Programme Update - November 2020 

A programme-level governance, assurance and oversight arrangement has been established 

for the transport component of the New Zealand Upgrade Programme 

1. On 29 January 2020, the Prime Minister announced the New Zealand Upgrade
Programme (the Programme), a $12 billion infrastructure investment package. Around
$6.8 billion will be invested in transport (rail, roads, walking and cycling) over the next ten
years. The Programme’s funding arrangements differ to those of other transport projects,
in that the Crown plays the role of “funder” and “programme owner” by directly funding
the projects and taking on risk.

2. The Minister of Finance and the previous Minister of Transport (Joint Ministers) agreed to
implement a governance, oversight and assurance framework for delivery of the transport
component of the Programme (OC200119 refers).

3. This included the establishment of an Oversight Group (OSG) with responsibility for
providing independent assurance and oversight for the transport component of the
Programme, the appointment of independent assurance and technical advisers, and
dedicated programme management capability within the Ministry of Transport.

4. These arrangements seek to provide independent, programme-level oversight and
assurance for the delivery of the Programme. Waka Kotahi NZ Transport Agency and
KiwiRail Holdings Limited (Waka Kotahi and KiwiRail, together the Delivery Agencies) will
be accountable for decision making, governance and assurance activities to deliver
specific projects they have responsibility for within the Programme.

The Oversight Group comprises three external members and four cross-agency senior 

officials 

5. The NZUP Oversight Group comprises of:

 Brian Wood, external OSG member, Chair of OSG

 Mike Howat, external OSG member, formerly of Fulton Hogan

 Michael O’Halloran, external OSG member, currently of Mott MacDonald

 Bryn Gandy, Deputy Chief Executive, System Strategy and Investment, Ministry

of Transport

 Brent Johnston, Acting Deputy Chief Executive, System Performance and

Governance, Ministry of Transport

 Andrew Hagan, Acting Deputy Chief Executive Financial and Commercial,

Treasury

 Paul Laplanche, Chief Financial Officer, Ministry of Transport

 Dan Cameron, Principal Advisor, Infrastructure Commission

6. The success of the OSG is reliant on having independent and external experts who bring
technical experience in the successful oversight and delivery of large and complex
infrastructure projects. The Ministry has appointed Brian Wood, Mike Howat and Michael
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All information withheld on this page is under Section 9(2)(b)(ii) of the Official Information Act 1982
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53. The next Oversight Group meeting, and the last for 2020, will be held on 9 December
2020. You can consider attending this meeting to meet with the remainder of the
Oversight Group.

54. The first Oversight Group meeting for 2021 will be held on 3 February 2021. Officials will
continue to update you after each Oversight Group with a briefing, based on data
analytics and discussions from that month’s Oversight Group meeting. Officials will also
update you regularly via the Weekly Report on briefings and any project-specific advice
you may be receiving.

55. Leading up to the end of March 2021 deadline for the baselining, officials will be updating
you on progress and where possible, share and test with you baselines for individual
projects before a programme-level baseline is fully completed. A completed baseline will
form the basis for subsequent discussions on  and decisions you will need to
make across the Programme. Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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Appendix 1: letters to the Board Chairs of Waka Kotahi and KiwiRail on delegations 
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Appendix 2: letters to the Board Chairs of Waka Kotahi and KiwiRail on baselining 

expectations  
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• Cost – projects are delivered within the fixed funding envelope for the
Programme and risks are appropriately managed and mitigated.

As the Crown’s single largest infrastructure investment, the governance, monitoring, 
assurance, and decision-making framework needs to be tailored to ensure Joint 
Ministers have sufficient oversight and confidence in the delivery of the Programme. 

On this basis, we have agreed governance, monitoring, reporting and assurance 
arrangements to support the delivery of the Programme. As part of these 
arrangements, the New Zealand Upgrade Programme Oversight Group (the Oversight 
Group) will be established with responsibility for providing assurance (for the Crown as 
funder) in respect of the transport aspects of the Programme. 

Delegating project level decisions to the KiwiRail Board 

It is recognised that to support momentum, KiwiRail should be sufficiently empowered 
to deliver its projects in a way that enables project momentum and cost effectiveness. 
To achieve this in a manner that is consistent with the Crown’s objectives above, we 
agree to delegate the individual project level decisions to the KiwiRail Board. This is to 
provide us with confidence that project level decisions will support the delivery 
momentum of the Programme. 

Given the Crown’s objectives and its role as Programme funder and owner, this 
delegation is subject to certain parameters. The need for parameters reflects the fixed 
funding envelope and timeframe commitments for the Programme. Therefore, Joint 
Ministers must be involved in decisions where there are: 

1. any significant changes to scope, where outcomes and outputs are significantly
impacted, reduced, or changed from those identified in the Establishment
Report

2. any significant changes to cost estimates that are expected to impact the
delivery of the Programme within the Crown funding envelope

3. any significant changes to timing where there is a forecast delay to the
construction start or construction completion dates

We have instructed Ministry of Transport (the Ministry) and Treasury officials to work 
with Waka Kotahi and KiwiRail to develop and agree thresholds for determining when 
the above decision-making points are triggered. We expect these thresholds to be 
agreed by Joint Ministers by September 2020. 

The purpose of these thresholds is not for Joint Ministers to intervene in project level 
decisions that KiwiRail is best placed to make, but rather to ensure that Joint Ministers 
have a role when project level decisions impact the Crown objectives for the 
Programme. 

 
 

 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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Process for escalating to Joint Ministers for decision-making 

Reporting to the Oversight Group will occur on a monthly basis, which will form part of 
the monthly reporting to Joint Ministers. This reporting will include identification of 
variances or potential variances that may trigger the thresholds for escalating decisions 
to Joint Ministers. Where a threshold is expected to be triggered, Ministry and Treasury 
officials will advise on the issues, impacts, options and decisions required by Joint 
Ministers. 

Oversight and assurance arrangements for the Programme 

Any large Crown-funded projects should expect a high level of scrutiny, both from 
Ministers and the public. KiwiRail is expected to comply with its existing frameworks, 
as well as completing Risk Profile Assessments (RPA) and providing these to the 
Treasury. All proposals that are determined high risk by the RPA will have an 
appropriate level of assurance applied, including Gateway reviews. We see this 
assurance regime as a standard Government requirement, which has been right-sized 
for the Programme. 

Joint Ministers expect to be kept well briefed on progress, and the Oversight Group will 
provide the Ministry and the Treasury with rigorous independent advice on delivery 
performance and key risks across the transport aspects of the Programme. This does 
not change the Board’s responsibilities for delivery governance of its own projects and 
reporting to Shareholding Ministers in accordance with Owners Expectations, and we 
appreciate that the Board will apply the highest levels of scrutiny of delivery 
performance and report to the Oversight Group regularly. 

We ask that KiwiRail is transparent on any concerns or risks in the delivery of its 
projects with Ministry and Treasury officials and the Oversight Group. Any variations 
to the final Establishment Report will need to be reported to the Oversight Group. If 
KiwiRail operates (or expects that it may operate) outside of its responsibilities in this 
letter, we expect KiwiRail to inform the Oversight Group as soon as practicable to 
resolve any matters or concerns in a timely manner. 

We encourage KiwiRail to work closely with the Oversight Group to find pragmatic 
solutions on any matters that arise. The Oversight Group will look to leverage your 
existing systems and processes as much as possible. Ministry and Treasury officials 
will contact KiwiRail in the coming weeks to discuss the specific reporting requirements 
of the Programme. 

Release of Crown funding 

The arrangements for drawdown of Crown funding for KiwiRail projects is dependent 
on the provision of forecast monthly cashflows and agreed supporting information from 
the KiwiRail Board. The drawdown of Crown funding for this Programme will follow 
existing arrangements for share subscription and release of equity funding between 
KiwiRail and Treasury. 
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Next steps 

We believe the matters outlined in this letter appropriately balance the interests of the 
Crown while providing support to KiwiRail in its role in the Programme.  

We ask that KiwiRail works with Ministry and Treasury officials to provide us with 
advice on the details of thresholds for escalating significant decisions to Joint Minsters 
by September 2020. 

 
 

 

There is scope for Government to add further projects to the governance of the 
Programme and we will provide you with further advice should we choose to do this. 
We would appreciate confirmation in writing that the delegated authority and the 
reporting requirements set out in this letter are acceptable to the KiwiRail Board. 

Thank you again for your involvement in this infrastructure investment programme. We 
are confident that KiwiRail will be able to deliver its projects, consistent with the 
expectations set out above, and we look forward to your favourable response. 

Yours sincerely 

Hon Grant Robertson 
Minister of Finance 

Hon Phil Twyford 
Minister of Transport 

Copy: Rt Hon Winston Peters 
Minister for State Owned Enterprises 

Greg Miller 
Group Chief Executive Officer, KiwiRail 

Peter Mersi 
Chief Executive, Ministry of Transport 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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• Timeliness/momentum – projects are delivered within expected timeframes;

• Cost – projects are delivered within the fixed funding envelope for the
Programme and risks are appropriately managed and mitigated.

As the Crown’s single largest infrastructure investment, the governance, monitoring, 
assurance, and decision-making framework needs to be tailored to ensure Joint 
Ministers have sufficient oversight and confidence in the delivery of the Programme. 

On this basis, we have agreed governance, monitoring, reporting and assurance 
arrangements to support the delivery of the Programme. As part of these 
arrangements, the New Zealand Upgrade Programme Oversight Group (the Oversight 
Group) will be established with responsibility for providing assurance (for the Crown as 
funder) in respect of the transport aspects of the Programme. 

Delegating project level decisions to the Waka Kotahi Board 

It is recognised that to support momentum, Waka Kotahi should be sufficiently 
empowered to deliver its projects in a way that enables project momentum and cost 
effectiveness. To achieve this in a manner that is consistent with the Crown’s 
objectives above, we agree to delegate the individual project level decisions to the 
Waka Kotahi Board. This is to provide us with confidence that project level decisions 
will support the delivery momentum of the Programme. 

Given the Crown’s objectives and its role as Programme funder and owner, this 
delegation is subject to certain parameters. The need for parameters reflects the fixed 
funding envelope and timeframe commitments for the Programme. Therefore, Joint 
Ministers must be involved in decisions where there are: 

4. any significant changes to scope, where outcomes and outputs are significantly
impacted, reduced, or changed from those identified in the Establishment
Report

5. any significant changes to cost estimates that are expected to impact the
delivery of the Programme within the Crown funding envelope

6. any significant changes to timing where there is a forecast delay to the
construction start or construction completion dates.

We have instructed Ministry of Transport (the Ministry) and Treasury officials to work 
with Waka Kotahi and KiwiRail to develop and agree thresholds for determining when 
the above decision-making points are triggered. We expect these thresholds to be 
agreed by Joint Ministers by September 2020. 

The purpose of these thresholds is not for Joint Ministers to intervene in project level 
decisions that Waka Kotahi is best placed to make, but rather to ensure that Joint 
Ministers have a role when project level decisions impact the Crown objectives for the 
Programme. 

 
 

 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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Process for escalating to Joint Ministers for decision-making 

Reporting to the Oversight Group will occur on a monthly basis, which will form part of 
the monthly reporting to Joint Ministers. This reporting will include identification of 
variances or potential variances that may trigger the thresholds for escalating decisions 
to Joint Ministers. Where a threshold is expected to be triggered, Ministry and Treasury 
officials will advise on the issues, impacts, options and decisions required by Joint 
Ministers. 

Oversight and assurance arrangements for the Programme 

Any large Crown-funded projects should expect a high level of scrutiny, both from 
Ministers and the public. To give effect to this, Waka Kotahi will deliver its projects in 
accordance with Cabinet Circular CO(19)(6). This includes completing Risk Profile 
Assessments (RPA) and providing these to the Treasury. All proposals that are 
determined high risk by the RPA will need to have an appropriate level of assurance 
applied, including Gateway reviews. We see this assurance regime as a standard 
Government requirement, which has been right-sized for the Programme. 

Joint Ministers expect to be kept well briefed on progress, and the Oversight Group will 
provide the Ministry and the Treasury with rigorous independent advice on delivery 
performance and key risks across the transport aspects of the Programme. This does 
not change the Board’s responsibilities for delivery governance of its own projects, and 
we appreciate that the Board will apply the highest levels of scrutiny of delivery 
performance and report to the Oversight Group regularly. 

We ask that Waka Kotahi is transparent on any concerns or risks in the delivery of its 
projects with Ministry and Treasury officials and the Oversight Group. Any variations 
to the final Establishment Report will need to be reported to the Oversight Group. If 
Waka Kotahi operates (or expects that it may operate) outside of its responsibilities in 
this letter, we expect Waka Kotahi to inform the Oversight Group as soon as practicable 
to resolve any matters or concerns in a timely manner. 

We encourage Waka Kotahi to work closely with the Oversight Group to find pragmatic 
solutions on any matters that arise. The Oversight Group will look to leverage your 
existing systems and processes as much as possible. Ministry and Treasury officials 
will contact Waka Kotahi in the coming weeks to discuss the specific reporting 
requirements of the Programme. 

Release of Crown funding 

The arrangements for drawdown of Crown funding for Waka Kotahi projects is 
dependent on the provision of actual expenditure incurred, forecast financial 
information, and an appropriately completed funding request, including agreed 
supporting information. 

Next steps 

We believe the matters outlined in this letter appropriately balance the interests of the 
Crown while providing support to Waka Kotahi in its role in the Programme.  

We ask that Waka Kotahi works with Ministry and Treasury officials to provide us with 
advice on the details of thresholds for escalating significant decisions to Joint Ministers 
by September 2020. 
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We are aware decisions are required by the Waka Kotahi Board to transfer the 
properties from Auckland Transport for Penlink and Mill Road. The Minister of Finance 
and I approve this decision, provided the payment amount is within the funding 
allocation for the property transfer for these projects. 

There is scope for Government to add further projects to the governance of the 
Programme and we will provide you with further advice should we choose to do this. 
We would appreciate confirmation in writing that the delegated authority and the 
requirements set out in this letter are acceptable to the Waka Kotahi Board. 

Thank you again for your involvement in this infrastructure investment programme. We 
are confident that Waka Kotahi will be able to deliver its projects, consistent with the 
expectations set out above, and we look forward to your favourable response.  

Yours sincerely 

Hon Phil Twyford 
Minister of Transport 

Copy: Hon Grant Robertson 
Minister of Finance 

Nicole Rosie 
Chief Executive, Waka Kotahi NZ Transport Agency 

Peter Mersi 
Chief Executive, Ministry of Transport 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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Sir Brian Roche 
Chair 
Waka Kotahi NZ Transport Agency Board 
Private Bag 6995 
WELLINGTON 

Dear Sir Brian 

New Zealand Upgrade Programme – Transport baselining and delegation 

We (Joint Ministers) would like to acknowledge Waka Kotahi NZ Transport Agency’s (Waka 
Kotahi) ongoing work on the delivery of the transport component of the New Zealand 
Upgrade Programme (NZUP). The NZUP will deliver a number of critical projects that will 
help future proof the economy, get our cities moving, and make our roads safer. 

Baselining the NZUP 

As with a programme of this nature and scale, it is important that we have a sufficient 
understanding of how the NZUP, and the supporting projects are being scoped and 
developed, and how this aggregates to the programme level. This will enable us to make 
timely and critical decisions on programme-level trade offs, and avoid project-level risks. 

It is therefore a priority for us to see a full and robust baseline established for NZUP by 
March 2021. This is required to establish a clearer and better defined view of the scope, 
benefits, costs, outcomes, and delivery schedules for each of the projects, and the overall 
programme. 

The Ministry of Transport (the Ministry) and the Treasury, advised by the Oversight Group, 
will work with you to develop the baseline for the NZUP. As the baseline is being 
established, we expect Waka Kotahi and KiwiRail (the delivery agencies) to keep us, the 
Ministry and Treasury informed of risks as they arise and how they are being managed; any 
significant variations from the Establishment Reports; and of the progress and content of the 
baselining process.  

The Ministry and Treasury, supported by the NZUP Oversight Group, will provide more 
specific guidance on the level of information that will be required to form a robust baseline 
for the NZUP.  

Delivery agencies must also keep us, the Ministry and Treasury informed of any significant 
decisions or actions that could impact the overall delivery of the NZUP within the funding 
envelope. This is important for ensuring that we have confidence that the delivery agencies 
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BRIEFING 

24 November 2020 OC200893 

Hon Michael Wood 
Minister of Transport 

COVER NOTE ON REGIONAL FUEL TAX QUARTERLY REPORT 

Purpose 
Waka Kotahi the NZ Transport Agency (Waka Kotahi) is required to provide the Minister of 
Transport a quarterly Regional Fuel Tax Report. Waka Kotahi’s most recent report covers the 
period 1 July to 30 September 2020. This cover note provides you with key information and 
advice on the report’s content, prior to Waka Kotahi publishing it online.  

Key points 

Waka Kotahi is required to report quarterly on regional fuel tax 

• Before the regional fuel tax was implemented in Auckland, concerns were expressed
in the media and to the Select Committee that considered the draft legislation, about:

o potential boundary issues – road users would avoid the regional fuel tax by
refilling outside the Auckland region (most notably, in the Waikato)

o cost/price spreading – fuel companies would recover the cost of the regional
fuel tax outside the Auckland region

o risk of evasion – road users or fuel companies would bring fuel into Auckland
without paying the regional fuel tax or fuel users would fraudulently claim
refunds.

• Consequently, a requirement was included in the Land Transport Management Act
2003 (which enabled the regional fuel tax in Auckland) that Waka Kotahi should
monitor the matters above and provide the Minister of Transport with a report each
quarter, and make the report publicly available. To date, the reports have not
provided any evidence that suggests the concerns mentioned above have emerged in
Auckland.

There have been changes in fuel supply and price, mostly due to COVID-19 during the last 
quarter 

• During the 1 July to 30 September 2020 quarter (Q1):

o The volume of fuel distributed both inside1 and outside Auckland2 reduced,
but is increasing again following the lifting of heightened COVID-19 Alert Level

1 Table 1 in the report. 
2 Table 2 in the report. 

Document 31
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BRIEFING 

25 November 2020 OC200794 

Hon Michael Wood 
Minister of Transport 

LAND TRANSPORT REVENUE WORK PROGRAMME 

Purpose 

Inform you of the Ministry’s work relating to the land transport revenue system. This briefing 
details key areas you can expect to receive further advice on in the next few months, risks to 
be aware of, and next steps. 

Key points 

• Land transport revenue is crucial for delivering your agenda as Minister of Transport.
You decide how much revenue to raise. As the land transport revenue system
steward, the Ministry supports you by providing advice on revenue policy, monitoring
revenue levels, and investigating opportunities to improve the revenue system for the
future.

• We will advise you in December 2020 of current and forecast land transport revenue
as part of reporting requirements for the Treasury’s October Baseline Update and the
Half-Year Economic and Fiscal Update.

• We will advise you on any proposals you may receive relating to revenue from land
transport. These include a tolling proposal expected in the next few months from
Waka Kotahi for the new Pūhoi to Warkworth motorway, and an application from
Auckland Council to amend the projects funded from the regional fuel tax.

• We will also advise you on the exemption from road user charges for electric vehicles
by March 2021, including options to extend the exemptions for longer periods and to
vehicles that use other low emission fuel types. Should you wish to extend the
exemption for light electric vehicles past the end of 2021, Cabinet will need to make
decisions on this by April 2021.

• We will also advise you on options for integrating electric and other low emission
vehicles into the road user charges framework. This would require fundamental
changes to the existing road user charges framework. You will receive advice on this
by March 2021.

• We are also investigating opportunities to improve the revenue system, particularly
projects on the Future of the Revenue System and exploring congestion charging for
Auckland. These are significant pieces of work and should you want us to progress
both, we will need to discuss your priorities for revenue policy work to ensure
adequate resourcing.

Document 33
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LAND TRANSPORT REVENUE WORK PROGRAMME 

As the Minister of Transport, you have a key role in the land transport revenue 
system 

As Minister, you set the agenda for the land transport system through the 
Government Policy Statement for land transport (GPS). Delivering your agenda 
requires revenue. The key sources of land transport revenue are fuel excise duty 
(FED), road user charges (RUC) and motor vehicle registration and licensing fees. 
Track user charges as a newly introduced source of revenue from rail users will be in 
place from 1 July 2021. 

Decisions about how much revenue to raise, from whom and in what way rest with 
you. The Ministry can provide you with advice to assist you as part of our regulatory 
stewardship responsibilities for the revenue system. Waka Kotahi has responsibility 
for collecting revenue,1 but you and Cabinet make decisions about the amount of 
revenue to be collected. You also have a role in regards to some local government 
funding sources as the decision maker (with the Minister of Finance) on regional fuel 
tax issues. 

This briefing sets out our key areas of work in relation to revenue policy that you can 
expect to see further advice on in the next few months. It covers the key decisions 
you will need to make in the next three months, risks to be aware of, and next steps. 

Throughout your time as Minister we will report to you on how actual revenue is 
tracking against the levels required to deliver the GPS, with a formal update before 
the end of the 2020 calendar year. 

Over the next three months, we anticipate you will have the opportunity to consider or 
make decisions on: 

5.1 the tolling of new roads 

5.2 regional fuel tax issues 

5.3 RUC exemptions for vehicles that use low carbon fuels. 

You will also have the opportunity to steer and influence work looking at whether any 
long term changes are needed for the land transport revenue system. We have a 
significant programme of work on this, the Future of the Revenue System, which we 
will outline in a separate briefing. 

We work with partner agencies to undertake long term revenue forecasts 

The Ministry, in partnership with Waka Kotahi and the Treasury, has the responsibility 
for providing you with regular forecasts of National Land Transport Fund (NLTF) 
revenue. Forecasts are updated quarterly, and inform the Treasury’s Baseline and 
Fiscal Updates.   

1 FED is collected by the NZ Customs Service, in accordance with the Customs and Excise Act 2018. 
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COVID-19 and associated travel restrictions has had a material impact on NLTF 
revenue. Travel restrictions under Alert Levels 3 and 4 resulted in a significant drop in 
FED and RUC, and vehicle licensing activity; the latest indications are that FED and 
RUC revenue are increasing after the COVID-19 related dip, although FED remains 
down on levels forecasted for the Pre-Election Fiscal Update (PREFU).  

Risks 

There is a risk of greater revenue uncertainty due to the ambiguity around the 
economic recovery from COVID-19. There could also be further reductions in revenue 
if there are more travel restrictions put in place in response to resurgences of the 
virus. Such reductions would have implications for investment, and delivery against 
the National Land Transport Programme2, and potentially the GPS. 

Next steps 

We continue to monitor revenue levels and will keep you updated of any significant 
developments through your Weekly Report. If necessary, we will provide you with 
advice on any actions that may be required. We will provide a formal update on NLTF 
revenue to you and the Minister of Finance ahead of the Treasury’s Half-Year 
Economic and Fiscal Update in December 2020.  

Waka Kotahi may soon approach you about tolling the new Pūhoi to Warkworth 
motorway and new roads in the NZ Upgrade Programme  

You, as the Minister of Transport, are the decision maker on tolling new roads.3 
Tolling of new roads is provided for in the Land Transport Management Act 2003 (the 
Act). To toll a road you must be satisfied on a range of criteria set out in the Act, 
including satisfaction with the level of community support for the tolling scheme. 
Tolling is a discretionary decision, and there is no requirement for a road to be tolled, 
even if all the statutory criteria are satisfied.  

Waka Kotahi has an existing policy, as the road controlling authority for State 
highways, to assess all new State highways for tolling. Other road controlling 
authorities (for example, territorial authorities) may propose tolling schemes for local 
roads.   

The Ministry’s role, as your advisor, is to support your decision making on the tolling 
proposals you receive from road controlling authorities including Waka Kotahi. As 
tolling schemes have a relatively long life-span, and the decision to toll a new road 
can be contentious, it is important that both the decision making process and your 
ultimate decision can withstand public scrutiny.  

Waka Kotahi anticipates providing you with a tolling scheme proposal for the new 
Pūhoi to Warkworth motorway north of Auckland next year. Pūhoi to Warkworth is a 
continuation of the existing Northern Gateway toll road. Once you receive the tolling 
proposal from Waka Kotahi the statutory ministerial consideration process will 
commence.  

2 Waka Kotahi must develop a National Land Transport Programme to give effect to the GPS. The 
Programme sets out the specific activities that will be funded to meet the objectives set out in the 
GPS. 
3 The Land Transport Management Act 2003 only enables the tolling of new roads. 
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Tolling has previously been explicitly coupled with bringing forward projects that have 
not qualified for full funding from the NLTF or from the Crown. This rationale has been 
necessary to make the case to the public to pay more to use the road, over and 
above existing FED or RUC. The Pūhoi to Warkworth motorway is already fully 
funded and does not need to be tolled in order to proceed.  

Waka Kotahi is currently assessing a number of other new roads for their potential for 
tolling, including various projects in the Crown-funded New Zealand Upgrade 
Programme. There is no legislative requirement that every new road is considered for 
tolling and you may wish to consider if there is merit in signalling to road controlling 
authorities a general approach to tolling, and your priorities for tolling. If you wish to 
do this, we can provide you with advice and assistance.  

Risks 

Waka Kotahi may approach you and seek an initial indication of support for aspects of 
the tolling proposal for Puhoi to Warkworth.4 We think it is important that you do not 
express any view on satisfaction with any of the statutory criteria (including the level 
of community support for the proposal), prior to receiving and considering a full tolling 
proposal for the Pūhoi to Warkworth motorway. This is because the legislation does 
not envisage a staged approval process. An initial, or partial, approval may provide 
grounds for a subsequent challenge (if one was made). Not expressing a view is 
therefore advised until you receive a full tolling scheme proposal from Waka Kotahi 
and advice from the Ministry.  

Next steps 

The Ministry will support you through the statutory process to decide whether to toll 
the Pūhoi to Warkworth motorway, or any other new roads. 

In its Briefing to the Incoming Minister, Waka Kotahi suggests a programme of work 
to review the existing policy and legislative settings relating to tolling. If a 
comprehensive review of tolling is a ministerial priority for you, we can provide advice 
on existing tolling policy and potential changes. To date, tolling of individual roads has 
not been identified as a key priority in the GPS. 

Councils outside Auckland may approach you about having a regional fuel tax 
in their regions  

In 2018, a 10 cent per litre regional fuel tax was applied to petrol and diesel 
distributed in Auckland. Unless repealed, this will remain in place until 2028. When 
the regional fuel tax was established in Auckland, other councils expressed interest in 
a regional fuel tax – for example, Greater Wellington Regional Council, Christchurch 
City Council and Hamilton City Council.5 The enabling legislation prevented regional 
fuel taxes being put in place in regions other than Auckland before 1 January 2021.  

4 Waka Kotahi provided a briefing to the previous Minister for Transport during the pre-election period.  
5 Only a regional council can propose a regional fuel tax. A territorial authority (as distinct from a 
regional council) cannot propose a regional fuel tax. Some of the councils that expressed an interest in 
a regional fuel tax are territorial authorities, not regional councils.  
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It is possible you will be approached by local government representatives about 
additional regional fuel taxes once the legislative prohibition lapses. You have 
complete discretion over approving a request for a regional fuel tax. 

Risks 

The establishment of a regional fuel tax in Auckland was contentious and we 
anticipate implementation in additional regions would be equally contentious. 
Although allowed by the legislation, previous public comments by both the Prime 
Minister and the previous Minister of Transport ruled out implementing a regional fuel 
tax outside of Auckland.  

Next Steps 

We can provide you with further advice should you be approached by local 
government representatives about additional regional fuel taxes. Alternatively, you 
could signal to local government your view on further regional fuel taxes prior to 1 
January 2021 when they can make formal proposals for a regional fuel tax.  

Auckland Council may approach you about amending the projects funded by 
its regional fuel tax  

The Auckland regional fuel tax is used to fund specific transport projects in the 
Auckland Transport Alignment Project (ATAP) over ten years, which are specified in 
an Order in Council (the Order) 6, made in 2018.  

Through the development of the ATAP 2021-2031 package, ATAP partners have 
identified that some of the projects specified in the Order will need to be updated. 
There are some projects (Penlink and Mill Road) that are now fully Crown-funded 
through the NZ Upgrade Programme, and there are some lower cost projects (such 
as the Dairy Flat Highway improvements) that may not be part of the eventual ATAP 
2021-2031 package. 

These changes to the projects to be funded by the regional fuel tax will require 
changes to the Order. Auckland Council will provide you with a formal proposal for 
amending the Order, following public consultation on the proposed changes.  

Risks 

Auckland Council anticipates undertaking public consultation required for amending 
the list of projects in February-March 2021. It is possible this consultation may result 
in some focus on the overall merits of the regional fuel tax and what has, or has not, 
been delivered since 2018. 

Next Steps 

Auckland Council may approach you about applying to amend the projects to be 
funded by the regional fuel tax in the coming months, following public consultation. 
This will require an amendment to the existing Order. We will provide you with advice 
on Auckland Council’s application once you receive it and support you in the Order 
amendment process, including Cabinet approval. 

6 Land Transport Management (Regional Fuel Tax Scheme—Auckland) Order 2018. 
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You may wish to review the exemption from paying RUC for Electric Vehicles 

Both light (cars, utes, SUVs and vans) and heavy (buses and trucks) electric vehicles 
(EVs) are exempt from paying RUC to incentivise EV uptake in light of our emissions 
reduction commitments. The light EV RUC exemption ends 31 December 2021. 
Cabinet needs to decide whether to extend the light EV RUC exemption by April 
2021, so we can amend the relevant regulations (for example, to extend the 
exemption) before the end of the calendar year. 

Other decisions may also be needed in relation to the exemption from paying RUC for 
both light and heavy vehicles using low carbon fuels. We are scoping options on a 
range of matters, including whether vehicles powered by hydrogen should also be 
exempt from paying RUC. These changes would require amendments to the Road 
User Charges Act 2012 (the RUC Act) and so will take longer to develop and 
implement than the changes to the light EV exemption. We expect to provide you with 
advice on a package of possible improvements to the RUC system by March 2021. 

Risks 

A key risk is the tension between the long-standing principle that RUC is charged to 
recover the costs of damage caused by vehicles to the roads, which is not affected by 
the fuel type, and the need to support emissions reduction targets. 

Advocates of hydrogen-powered vehicles have lobbied for RUC exemptions to be 
extended to these vehicles. There are indications that there could be hydrogen trucks 
operating here as early as mid-2021. Unless legislative changes to extend the EV 
RUC exemption to hydrogen-powered vehicles are deemed high priority by the 
Government, it is unlikely that an exemption could be in place by mid-2021. 

The Ministry and Waka Kotahi expect the NLTF will be under pressure if it is to deliver 
all of the priorities signalled in GPS 2021 (OC200827 refers). Any revenue lost from 
an extended RUC exemption will increase this pressure so should be balanced 
against the GPS 2021 investment priorities that may be deferred or delayed as a 
result. 

Next steps 

A decision on whether to extend the light EV RUC exemption should be made before 
April 2021 to complete the necessary process for the legislative changes.  

We will provide detailed advice on policy options for the scope of our review of the 
light and heavy vehicle RUC exemptions, including revenue implications, by March 
2021. In doing so, we will seek your agreement to a package of changes to the RUC 
Act. This package will include opportunities to improve the revenue system and 
resolve issues with low carbon vehicles.  

We are also investigating opportunities to improve the revenue system, but 
these are significant programmes of work 

As part of our stewardship role, the Ministry is exploring how to make longer term or 
strategic changes to the land transport revenue system. As Minister, you have the 
opportunity to steer and influence this work. 
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We have a significant programme of work known as the Future of the Revenue 
System, which we will outline in a separate briefing (OC200816 refers). 

As you know, we are also involved in work investigating congestion pricing as a 
demand management option for Auckland, known as The Congestion Question 
(OC200811 refers). There has been a lot of interest in congestion pricing from some 
councils outside Auckland, as a potential source of revenue. We note that while 
congestion pricing will generate some revenue, its main purpose is to sustainably 
reduce congestion. 

These two projects outlined above are significant, requiring considerable expertise 
from across the Ministry. Should you wish to progress all of it, we will need to discuss 
work programme priorities with you. 
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FUTURE OF THE REVENUE SYSTEM - PROGRAMME OF WORK 

Our revenue system has strengths, but was created to support an investment 
system that now has different ambitions  

1 New Zealand faces some unique challenges compared to other countries. We are a 
long, narrow country with a relatively small population base, which means we rely on 
a cost-effective revenue system to help connect a dispersed population across 
challenging geography.  

2 Our revenue system is focused on land transport. The main sources of revenue come 
from fuel excise duty (FED) on petrol vehicles and road user charges (RUC) on diesel 
and heavy vehicles. Recently, track user charges were introduced to contribute to the 
cost of maintaining a reliable and resilient rail network. These three sources, along 
with motor vehicle licensing and registration fees, go into the National Land Transport 
Fund (NLTF), which funds improvements to and maintenance of the land transport 
network. 

3 There are some good things about our current revenue system. Our RUC system is 
world-leading in the way it recovers the costs of road damage caused by heavy 
vehicles and - along with FED - it has provided a stable source of revenue with low 
collection costs. Revenue from these two sources in particular is not declining, and 
will not decline in the foreseeable future, even with greater uptake of electric vehicles 
(EVs).1 

4 However, demands on the revenue system have changed since its beginnings in the 
1920s.2 There are much greater demands on revenue from larger scale investment 
priorities that seek to achieve broader outcomes such as net zero carbon emissions. 
Consequently, the investment system has become misaligned with the core principles 
of the revenue system. 

5 There is increasing pressure on the revenue system (as well as on our planning and 
funding frameworks) to fund large, complex projects over multiple years. Multi-year 
and significant investments such as Auckland Light Rail and Let’s Get Wellington 
Moving are putting pressure on the ‘pay as you go’ (PAYGO) principle of the revenue 
system. The current system has some flexibility, but it was not designed with large-
scale investments like these in mind, and there are public policy questions to answer 
on how inter-generational equity is best addressed. 

6 Our hypothecated user-pays approach to revenue means that, while revenue 
collected from land transport goes back into the land transport system, it is only being 
collected from a specific set of users. Around 95 percent of revenue is collected from 
people who drive vehicles. If we are successful in moving people from driving to using 
more active and public transport modes, that will impact the amount of revenue 
collected. A replacement system may look different from the road vehicle based 
approach we have today. 

1 EVs and other vehicles powered by low carbon fuels are not subject to FED, but are subject to RUC. EVs are 
currently exempt from RUC (OC200794 refers).  
2 The earliest indication of hypothecated funding for transport we are aware of is in the Motor Spirits Taxation Act 
1927. The Land Transport Management Act 2003 brought in the more recent evolution of the revenue system, 
including full hypothecation and established the National Land Transport Fund to replace the National Roads 
Fund. 
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There are other issues with the current revenue system that also need to be 
investigated 

7 There are inequities between the rates of FED and RUC between different fuels and 
vehicle types. While most vehicles in New Zealand use petrol or diesel, and therefore 
pay FED or RUC, there are a range of other fuels. Some of these fuels pay excise, 
some have no excise but the vehicle is liable to pay RUC, and some are exempted 
completely from FED and RUC. There is no clear rationale for the rates that different 
fuels and vehicle types attract, particularly given the increasing importance of 
addressing the environmental impact of transport. 

8 The revenue system is centred on land transport3, particularly road transport, 
although non-road use is sometimes captured by FED. For some but not all non-road 
uses of petrol, a FED refund is available, creating an administrative burden for Waka 
Kotahi. For those unable to claim a refund, the situation is a source of frustration as 
they are charged for non-existent road use. 

Therefore, we need to review the revenue system 

We have an opportunity now to future-proof the revenue system, to ensure better 
alignment with our objectives for investment (such as the type of transport system we 
would like to have in the future). While COVID-19 and the response to it have had an 
impact on revenue that may continue for several years, we expect revenue to 
continue to increase through the current decade. This provides us with some time to 
review our current revenue system and improve it for our future requirements.  

We have scoped a significant programme of work that will take a first principles 
review of the existing revenue system to inform recommendations for what a future 
revenue system should look like. This will involve investigating questions such as: 

10.1 What is the purpose and principles of the revenue system? Currently, the 
purpose is to collect revenue to fund improvements to, and maintenance of, the 
land transport network. Should a future revenue system be aiming to help 
achieve broader transport outcomes like reducing emissions or congestion? 
What is the potential shape of the future transport system it will help to pay for? 

10.2 Who should pay, and why? A central premise of our current system is the 
concept of user pays, particularly road users (and more recently, rail users). 
But, if we are successful in achieving mode shift away from road vehicles, this 
could lead to a significant reduction in revenue collected from FED and RUC. 
COVID-19 has demonstrated the challenges of the revenue system’s reliance 
on road users, with travel restrictions reducing revenue from road users while 
also increasing the investment needed for public transport.  

10.3 How can local government pay its share? The existing revenue system relies 
on local government meeting its share of the cost of transport projects. 
However, in many regions local government revenue is under increasing 
pressure and councils are struggling to meet their share. There are particular 
concerns with debt constraints, other infrastructure commitments, and co-

3 While the GPS has signalled some revenue will fund coastal shipping, the vast majority of funding will be 
focused on land transport. 
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