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h MINISTRY OF TRANSPORT
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21 September 2021

Withheld to protect personal privacy

Dea_ Withheld to protect personal privacy

| refer to your request dated 17 August 2021, pursuant to the Official Information Act
1982 (the Act), seeking “any advice from the Ministry of Transport to all Ministers relating
to the Northern Pathway project since September 2017.”

On 30 August 2021, the Ministry confirmed with you a rescope of your request under the
Act. The request was changed to seek: “any advice from the Ministry of Transport to all
Ministers relating to the Northern Pathway project since November 2019.”

On 14 September 2021, the Ministry notified you via email that the timeframe to respond
to your request under the Act was to be extended, pursuant to section 15A(1)(b) of the
Act. Five additional working days were required to enable “consultations necessary to
make a decision on the request”.

Most of the documents within scope of your request have been proactively released by
the Ministry, therefore are being refused under section 18(d) of the Act. Appendix 1 of this
letter is a table containing links to these documents and a note of where to find Northern
Pathway material within.

One additional document within scope of your request is enclosed, ‘OC210496 — New
Zealand Upgrade Programme Contingency Arrangements.’ Northern Pathway is covered
on page 13, and page 2 of Appendix 2.

Parts of the document have been withheld under the following sections of the Act:

e 9(2)(a) — to protect the privacy of natural persons
o  9(2)(f)(iv) — to protect the confidentiality of advice tendered by Ministers of the
Crown and officials

You have the right under section 28(3) of the Act to make a complaint regarding the
response to your request to the Ombudsman, who can be contacted at:
info@ombudsman.parliament.nz.




The Ministry publishes our responses under the Act and the information contained in our
reply to you will be published on the Ministry website. Before publishing we will remove
any personal or identifiable information.

Yours sincerely,

Withheld to protect personal privacy

Tim Herbert

Manager, Investment
Te Manatia Waka Ministry of Transport
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Appendix 1: Material declined under section 18(d) — publicly available

Document

Date

Relevant material

Link

Advice on Northern Pathway specifically

BRI-2174 — NZ Upgrade
Programme — Northern Pathway
Options Summary

May 2021

All content within the
briefing and attachment
is related to Northern
Pathway.

https://www.nzta.qovt.nz/assets/
Roads-and-Rail/20-011/bri-2174-
northern-pathway-options-
summary-20210511.pdf

Advice on the New Zealand Upgrade Programme that includes Northern Pathway

SkyPath and SeaPath (a
previous iteration of the

https://www.nzta.qovt.nz/assets/
Roads-and-Rail/20-

0C191303 - Implementing the January 011/0c191303-i | ting-the-
o Northern Pathwa oc Implementing-ine
capital investment package 2020 project) is coveresc(i on crown-investment-package-
https://www.nzta.qovt.nz/assets/
. Roads-and-Rail/20-
0C200307 - Establishment . .
reports for the NZ Upgrade May 2020 zl:\;ter:zzn;atgw:ysls 011/0c200307-establishment-
Programme page c. reports-for-the-nz-upgrade-
programme-20200511.pdf
https://www.nzta.govt.nz/assets/
Roads-and-Rail/20-
0C200406 - Update on ; 011/0c200406-update-on-the-
transport aspects of the NZ May 2020 ?:vrtet:::jn ol:a;r;\;/:ysls transport-aspects-of-the-nz-
Upgrade Programme ’ upgrade-programme-briefing-
paper-20200525.pdf
https://www.nzta.govt.nz/assets/
Roads-and-Rail/20-
0C200503 - Final Northern Pathway is 011/0c200503-further-advice-on-
establishment reports and July 2020 covered on pages 3 and the-nz-upgrade-programme-
delegations 12. establishment-reports-briefing-
paper-20200720.pdf
https://www.nzta.govt.nz/assets/
0C200793 — New Zealand October Northern Pathway is Roads-and-Rail/20-
Upgrade Programme Update — | -0 covered on pages 6 and | 911/0c200793-nz-uparade-
September 2020 programme-september-2020-
update-20201002.pdf
https://www.nzta.qovt.nz/assets/
8020%80; — New Zealand N b Northern Pathway is Roads-and-Rail/20-
Tpgra el't Go%ratmme - b 2ggoem er covered on pages 1,6,7 011/0c200807-nz-upgrade-
FISPONt Upaate Iovemoer and 9. programme-november-2020-
2020 update-20201120 pdf
https://www.nzta.qovt.nz/assets/
0C201001 — New Zealand Roads-and-Rail/20-
Upgrade Programme — Pre- December | Northern Pathway is 011/0c201001-nz-upgrade-
holiday update and interim 2020 covered on page 1. rogramme-pre-holiday-update-
commitments and-interim-commitments-
20201216.pdf
06200571 — New Zealand https://www.nzta.govt.nz/assets/
— New zealan i Roads-and-Rail/20-
Upgrade Programme — February 2‘;’2?2{,“;";’;32 3 6 | 011/0c200971-nz-uparade-
Transport Update — December 2021 T

2020

7 and 11-13.

programme-december-2020-
update-20210210.pdf




0C21055 — New Zealand

https://www.nzta.govt.nz/assets/
Roads-and-Rail/20-

Uparade Programme — Fundin March Northern Pathway is 011/0¢210055-nz-upgrade-

P9 9 9INg 1 2021 covered on page 9. programme-funding-risks-and-

Risks and Programme Options programme-options-
20210311.pdf
https://www.nzta.govt.nz/assets/
Roads-and-Rail/20-

0C210108 — Update on .

. - February Northern Pathway is 011/0c210108-update-on-
upcoming advice for the New ‘ -

Zealand Upgrade Programme 2021 covered on page 2. gggir&qg—ag\fnce-for-the—nzup-
A
https://www.nzta.govt.nz/assets/

0C210094 — New Zealand March Northern Pathway | Roads-and-Rail/20-

Upgrade Programme February are orthern Fathway I 011/0¢210094-nz-upgrade-

2021 update 2021 covered on page 5. programme-february-2021-
update-20210304.pdf
https://www.nzta.govt.nz/assets/

0C210276 — The New Zealand Northern Pathway is g;)f/dszf‘g;git'{fo- .

- i oc -the-nz-upgrade-
ng;?gzséogza;n"r:; Baseline | pril 2021 | covered on page 17, and programme-baseline-update-and-
Programme Options in Table 1. detailed-programme-options-

briefing-policy-20210416.pdf
https://www.nzta.govt.nz/assets/
Roads-and-Rail/20-
0C210362 — NZUP — Advice on Northern Pathway is 011/0c210362-nz-upgrade-
the.remaining programme May 2021 covered on pages 1, 2, programme-advice-on-the-
options 10,12 and 17. remaining-programme-options-
20210511.pdf
) https://www.nzta.govt.nz/assets/
0C210394 — New Zealand Northern Pathway is Roads-and-Rail/20-
Upgrade Programme — May 2021 | coveredonpages2,4 | 011/0c210394-nz-upgrade-
Programme options gr:]? 1, and in Appendix ggozirggzrze-gfroqramme-optionS-
- .Q
https://www.nzta.govt.nz/assets/
Roads-and-Rail/20-011/cab-21-
gABI-ij-I\leIN-OLQZP— The New May 2021 | Northem Pathway is min-0192-nz-upgrade-
ealand Lpgrade Frogramme: ay covered on page 2. programme-update-on-

Update on programme options programme-options-
20210531.pdf
https://www.nzta.govt.nz/assets/

NZ Upgrade letter from Joint May 2021 Northern Pathway is Roads-and-Rail/20-01 1/nz-f

Ministers Y covered on page 2. upgrade-programme-letter-from-
joint-ministers-20210503.pdf

. https://www.nzta.govt.nz/assets/

Cabinet paper: The New Northern Pathway is Roads-and-Rail/20-011/nz-

Zealand Upgrade Programme — May 2021 | covered on pages 5, 12, | Updrade-programme-an-update-

an update on programme
options

and in Appendix One.

on-programme-options-
20210531.pdf




IN CONFIDENCE

9 July 2021 0C210496

T2021/1741
Hon Grant Robertson Action required,by:
Minister of Finance Wednesday, 14 July 2021

Hon Michael Wood
Minister of Transport

New Zealand Upgrade Programme Contingency Arrangements

Purpose

Advise you of a revised approach to delegations and\centingency management to manage
the transport aspects of the New Zealand Upgrade Programme, and inform you of next steps
for confirming these arrangements,

Key points

. In June 2021, Cabinet agreedito provide additional Crown funding of $1.926 billion as
a tagged cdpital contingency to take forward a revised package of transport
investments in the New,Zealand Upgrade Programme (the Programme).

o Cabinet invited the Minister of Finance and Minister of Transport (Joint Ministers) to
feport backto Cabinet on any revisions to oversight and monitoring arrangements of
the Programmey and the proposed parameters for accessing the tagged capital
contingericy for additional funding.

o Ve'are seeking your direction on options for contingency management to maintain an
appropriate level of assurance and financial tension on the delivery agencies to
enisure the Programme is delivered in a cost-efficient manner, while also not
unnecessarily slowing down delivery momentum. As projects become better defined,
the approach to contingency management will respond accordingly and we expect
project and programme contingency amounts to be revised down over time.

° We are working with Waka Kotahi NZ Transport Agency (Waka Kotahi) and KiwiRail
to develop detailed internal processes to give effect to your decisions on contingency
management.

o We recommend you convey your expectations that delivery agencies continue to

keep Joint Ministers frequently briefed on the progress of the Programme. This

IN CONFIDENCE
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IN CONFIDENCE

includes setting out an agreed initial view of the cost, scope, and schedule of projects,
changes to project and Programme contingency, and material risks to achieving the
projects as outlined in the baseline advice. Depending on your approach to
contingency management, this would also focus on any potential requirements for
additional Crown funding from the tagged capital contingency, and advice on why it is
required and what mitigations have been adopted.

The Ministry is currently working with the delivery agencies on the Climate
Implications of Policy Assessments (CIPAs) for individual projects and across the
Programme as a whole. The majority of assessments are expected to be complete in
August 2021.

We will prepare a draft paper seeking Cabinet endorsement 6f our recommeénded
approach to manage and report on the residual risks in thé\Programme, including an
update on the final CIPAs for individual projects and thé'Programme as aywhole, by
late August 2021.

IN CONFIDENCE
Page 2 of 14



IN CONFIDENCE

Recommendations

We recommend you:

Minister of
Finance

1 note the following principles for contingency management,
and the decision making and reporting arrangements for the
New Zealand Upgrade Programme (the Programme):

be consistent with the expectations under Cabinet Office
Circular 19(6), Investment Management and Asset
Performance in the State Services;

not unnecessarily slow down progress on the Programme

take a risk-based approach to the Programme with
targeted effort towards, and greater contingency for,
higher risk projects;

add value, have clear boundaries, reddcesany/duplication
or delays, and not slow down delivery;

ensure information is transparént and any issues\dre
reported early, to identify risks and appropriate
mitigations that support delivery=and thesachievement of
outcomes.

2 note that appropriatingthe whole tagged capital contingency
provides more certaintystorthe delivery agencies, but will
provide you with,less control over,the provision of Crown
funding and there rémains a risk*that there will be future calls
for additional Grown funding

IN CONFIDENCE

Minister of
Transport
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IN CONFIDENCE

3 agree that capital funding be appropriated, for use by Waka
Kotahi NZ Transport Agency and KiwiRail, under one of the
following options:

Option 1: Crown Balanced: $6.990 billion appropriated to Yes / No
cover $2.833 billion in lower risk projects, $3.378 billion in

higher risk projects, and $0.779 billion in rescoped projects;

with the remaining $1.736 billion retained in the tagged

contingency to manage the calls on Crown funding for the

residual cost risk for higher risk projects

(Officials’ preferred option)

Option 2: Delivery Agencies Balanced: $7.446 billion Yes./ No
appropriated to cover $2.833 billion in lower risk projects,

$3.834 billion in higher risk projects and $0.779illion in

rescoped projects; with the remaining $1.280 billior

retained in the tagged contingency to manage’the calls on

Crown funding for the residual cost risksfor. higher risk

projects

(Waka Kotahi NZ Transport Agéncy.and KiwiRail\pfeferred
option)

Option 3: Retain only portfolio contingency: $8.486 Yes / No
billion to cover $2.883 billion in loweérrisk projects, $4.030

billion in higher riskprojects, apnd'$1.623 billion in

rescoped projects;with the remainifng $240 million

retained as,portfolio contingency.

direct Ministry,of Transport and\Jreasury officials to work with Yes / No

Waka KotahiNZ/Trangport Agency and KiwiRail to:

definesa set of detailed thresholds for informing the
Minister of Finance and Minister of Transport of any
significant risks'to budget, scope and schedule to
projects, ‘and/of any required decisions

define a base set of requirements that apply to projects
not already under construction in the Programme

confirm the scope and specifications for business cases
meets expectations and needs

confirm the associated reporting and assurance
requirements of the Programme.

5 note that, subject to your decisions above, officials will provide
you with draft letters for Waka Kotahi NZ Transport Agency
and KiwiRail Boards, that set your expectations for
contingency management, delegations and decision rights for
higher risk and rescoped projects, and the ongoing reporting
and assurance requirements of the Programme.

IN CONFIDENCE

Yes / No

Yes / No

Yes / No

Yes / No
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IN CONFIDENCE

6 agree for KiwiRail to proceed with the Far North component of Yes / No Yes /No
the Whangarei to Marsden Point project only (estimated at
$80 to $90 million) to support delivery momentum, without
requiring the completion of a full detailed business case.

Withheld under s9(2)(a) of the Official Information Act 1982

David Taylor Tim Herbert
Manager, National Infrastructure Unit Manager, Investment
The Treasury Ministry of Transport
09/07 /2021 09 / 074 2021

Hon Grant Robertson
Minister of Finance

Minister’s office,to'complete:

Commients

Contacts
Name

Tim Herbert, Manager, Investment

Hon Minister Wood
Minister of Transport

[T"Approved O Declined
O Seen by Minister O Not seen by Minister

[0 Overtaken by events

Telephone First contact

Mark Hodge, Senior Analyst, The Treasury

I d

Withheld under s9(2)(a) of the Official Information Act 1982
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NEW ZEALAND UPGRADE PROGRAMME CONTINGENCY ARRANGEMENTS

Background

1

In June 2021, Cabinet agreed to provide additional Crown funding of $1.926 billion as
a tagged capital contingency to take forward a revised package of transport
investments in the New Zealand Upgrade Programme (the Programme), balancing
the delivery of the maijority of projects with the fiscal cost for taxpayers [CAB-21-MIN-
0192 refers].

Cabinet authorised Joint Ministers to draw down the $1.926 billieh tagged capital
contingency funding on a project by project basis. This includedwévised funding
allocations to progress with the full delivery of 11 lower risk projects and five higher
risk projects, and the further investigation of two rescopéd prejects (Sauth Auekland
projects and Whangarei to Marsden Point). The full list of projects and their revised
funding allocations is included in Appendix 1.

Cabinet invited the Minister of Finance and Minister‘of Transporti(Joint Ministers) to
report back to Cabinet on any revisions tos

° oversight and monitoring arrangements of thesRrogramme

° the proposed parametersfor accessing.the\tagged capital contingency for
additional funding.

Key principles for funding/Should balance fiscal management with delivery
momentum

4

The additional ' Crown funding should be structured to provide Joint Ministers with
levers todnanage calls on Crown funding, support value for money, and incentivise
Waka Kotahi and KiwiRail to deliver in a cost efficient manner.

As asresult of this, any fevised Programme arrangements should:

g be consistént with the expectations under Cabinet Office Circular 19(6),
Investment Management and Asset Performance in the State Services

. notunnecessarily slow down progress on the Programme

. take a risk-based approach to the Programme with targeted effort towards, and
greater contingency for, higher risk projects

. add value, have clear boundaries, reduce any duplication, and not slow down
delivery

J ensure information is transparent and any issues are reported early, to identify
risks and appropriate mitigations that supports the achievement of outcomes.

IN CONFIDENCE
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IN CONFIDENCE

There are three options you could take for managing the tagged capital
contingency for the Programme

6 There are a number of ways you can balance this trade-off between financial tension
and supporting delivery momentum and agency certainty, as identified in the table
below:

Figure 1: Options for contingency management'’

oo Option 2 Option 3
P Delivery Agencies Retain only portfolio
Crown Balanced :
Balanced contingency

Lower risk projects $2.833 billion $2.833 billion I $2.838 billion
— . 0.652 $3.378 0.196 3834 -
Highernskprojects iillion ‘ billion siaimon ‘ tillion ERGs0ilicn
$0.844 $0.779 $0.844 $0.778

RRescoperd projcte billion billion Billidn billion siiczsiailion
. . ¥ vV _ . e}

Portfolio contingency $240 million l $240umillion ‘ $240 million

Managed by delivery agencies

‘ Managed by the Crown

Table 1: Rolesandresponsibilities for the contingency management options?

Option Roles and responsibilities Comments
Please note the Option; Delivery agency Boards are We recommend this option as
costings for the delegated responsibility for it will provide a balance of
rescoped projects’ | Capital funding is managing any funding up to sufficient contingency to
are agreed delegated to the delivery | the Cabinet agreed cost manage Crown funding risk on
allocations for agencies to manage, up | allocations for lower risk the higher risk projects, by
agencies rather to the cost allocation for | projects, and up to the P50 applying an appropriate level
than P50 and P95 | lower risk projects cost estimate for higher risk of financial tension, but still
estimates ($24833 billion), and up | and rescoped projects. ensures delivery agencies
to. the P50 cost estimate have sufficient certainty.
for higher risk ($3.378 Joint Ministers would retain
billion) and rescoped funding for higher risk projects | Funding could be made
projects ($0.779 billion). | in the tagged capital available to delivery agencies
contingency (P50 to the P95 if required, but based on Joint
(Ministry and Treasury estimate) to ensure that any Ministers’ being satisfied that
Preferred Option) further release of funding is additional funding is
not provided without Ministerial | appropriate.
agreement.

' The differences in the totals is due to rounding

2 The “P50” is a modelling estimate where 50 percent of the time, final costs should be below the estimate, and 50 percent of
the time, above. Similarly, a “P95” estimate is the modelling level at which 95 percent of costs fall below, and five percent of
costs fall above.

IN CONFIDENCE
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IN CONFIDENCE

Option 2:

As with Option 1, but
with some additional
programme funding for
higher risk projects
($3.834 billion).

(Waka Kotahi and
KiwiRail Preferred

Appropriates some additional
programme level funding for
higher risk projects, as well as
funding to the initial agreed
funding allocation for rescoped
projects.

This would provide a greater
level of ability and flexibility for
the delivery agencies to

Officials have not been
engaged on the delivery
agencies’ approach to
determine the additional
amount requested to be
appropriated ($7.446 billion)
and how project and
programme contingency
amounts under this option
have been determined.

All capital funding
($8.486 billion) is
delegated to the delivery.
agencies to manage,
with appropriate
reporting and
conditions, and,portfolio
contingency ($240
million) held within the
tagged capital
contingency

Option) manage cost risks as they
arise, both within projects, and | Our preferred approach
across the Programme, (Option 1)4s based onisk
without having to seek adjustedicost estimates to
Ministerial decisions. prevideJoint Ministers’ with a

principled way tosmanage the

The residual amount retained fiscal risks on the/Crown.
in tagged capital contingeney:
ensures that Joint Ministérs
still have some abilityo
determine whether additional
funding is justified from‘the
tagged capital.contingency.

Option 3: Delivery agencies are Under this option, Joint

responsibleforproject delivery
and the'engoing management
of‘any risks and iSsues across
the Programme.

Joint Mipisters (as well the
Ministry, Tfeasury and the
Implementation Unit) will
réceive-regular reporting from
the delivery agencies.

Delivery agencies would still
require Joint Ministers’
approval to access any
additional funding from the
portfolio contingency.

Ministers will continue to be
responsible for any cost risks
over and above the revised
allocations and the delivery of
outcomes.

However, because funding up
to the total funding allocation
for individual projects is
delegated to the delivery
agencies to manage, Joint
Ministers’ ability to manage
fiscal risks on the Crown would
be reduced, and there would
remain a risk that additional
Crown funding may be
required in the future.

Thé appropriated funding (and the amount retained in tagged contingency), on a
projéect by project basis is included in Appendix 2.

As'the likely cost of projects becomes more certain over time, it is less likely that the
full amount of contingency would be required for every project. This means the
amount of additional contingency retained for each project could be reduced to reflect
the level of residual risk and uncertainty in the Programme.

The delivery agencies will continue to have reasonable discretion to deliver
their projects within prescribed funding ranges and approved baselines

9 Joint Ministers previously delegated decision making authority on individual project
level decisions to the delivery agency Boards using the Establishment Reports as the
starting point for the baseline [0C200503/T2020/2205 refers].

IN CONFIDENCE
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Withheld under
s9(2)(f)(iv) of the
Official
Information Act
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IN CONFIDENCE

Delivery agencies have indicated that they want to co-design the specific thresholds
for escalation and access to contingency. We think this is a sensible approach and
we are working with the delivery agencies to develop internal processes that meet
these expectations and provides clarity on the level of information provided to Joint
Ministers and the decisions that will require Ministerial approval.

However, it is important to provide some initial expectations to guide the development
of these details.

We understand that enabling delivery agencies to manage funding for the lower-risk
projects as a programme provides more flexibility. Delivery agencies should be able
to exercise reasonable discretion and manage under- and overspends as well/as
contingency across the Programme in a prudent manner.

I —
S —

If thére is a material risk that one of these thresholds may be breached, delivery
agencies will work alongside Ministry and Treasury officials (as well as the
Implementation Unit, where appropriate). Outcomes of this work should be included in
reporting to Joint Ministers with the mitigations that are being undertaken and any
required (or potentially required) decisions from Joint Ministers.

We recommend a base set of requirements apply across the Programme to
reduce the risks on the Crown

15

Any large Crown-funded projects should expect a high level of scrutiny, both from the
Ministers and the public. In accordance with Cabinet Office Circular CO 19(6), all
investments that are determined high risk by the Risk Profile Assessment (RPA) will
have an appropriate level of assurance applied, including Gateway reviews.

IN CONFIDENCE
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We consider that a set of base requirements should apply to projects not already
under construction in the Programme to manage the risk on the Crown. These base
requirements would apply mainly to the higher risk projects, and includes:

° Detailed Business Case (DBC) is completed and provided to Joint Ministers
(and Ministry and Treasury officials) for approval

. Quantitative Risk Assessment (QRA) is completed for projects at the Detailed
Business Case stage or earlier, and included in reporting to Joint Ministers, the
Ministry and the Treasury

. Detailed Business Cases, when complete, set the baseliné benefits, scope and
base cost for each project.

There has already been some initial work done on the strategy and ecohemic“case to
inform the Cabinet decision to proceed with further investigations of res¢oped projects
[CAB-21-MIN-0192 refers]. The specifications forsWhat is required foreach Detailed
Business Case will need to be agreed with thesdelivery agencies.

We have discussed this with delivery agencies and note that the intention is to comply
with Better Business Case processes.«4However, we do not intend for them to have to
reproduce work that has already been.completed. Wespropose a focused approach to
Detailed Business Case development'that concéntrates on the residual areas needed
to give the Crown confidence in‘what'is beingspurchased, and to maintain a stable
baseline.

We recommend enabling KiwiRail 10 proceed with the Far North part of the
Whangarei to Marsden-Point project'as the work on this is already underway

One of thesfescoped projectsiis the Whangarei to Marsden Point project. This
includes ‘upgrading the rail cennections and yards from Far North to the Marsden
Point«Rail corinectiony(estimated at $80 million to $90 million). We recommend the
upgradings/of the raileonrection in the Far North be progressed and separated from
thexfest’of the project to continue KiwiRail's momentum on this part of the network.
The, rest of the project will remain in the higher risk category.

The Ear North part of the project builds on the scope of the existing Provincial Growth
Fund tolimprove the line to a minimum viable product for which planning is well
underway. It is low risk when compared to the rest of the project, including the
Marsden Point rail connection, as the route is well established on KiwiRail-owned
land including space for yards. There are no project construction dependencies
between the Far North work and the Marsden Point connection.

Enabling KiwiRail to progress with this part of the project will enable its continued
momentum. KiwiRail has a local company manufacturing sleepers and track gangs
are organised for the works in early 2022. Fulfilling the expected requirements of high
risk projects would risk a delay to construction. A baseline/establishment report will be
produced for the Far North work before works commence.

IN CONFIDENCE
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Regular reporting is required to ensure Joint Ministers have clear visibility of
the Programme

In June 2021, it was noted by Cabinet that the Programme will continue to have an
appropriate degree of monitoring and oversight arrangements going forward. We
have provided a separate briefing [0C210347/T2021/1472 refers] setting out our
advice and recommendations in relation to oversight and assurance arrangements
which we are awaiting final decisions on.

However, under Cabinet Office Circular 19(6), the delivery agencies are responsible
for any significant investment and must develop and implement an assurance plan.
The delivery agency Boards remain responsible for the delivery/of the Programme’s
projects and the direct reporting of progress and risks to Ministers urider this
requirement.

We recommend that you convey the expectations to the delivery agencigs that they
continue to keep Joint Ministers well briefed on thé progress of the Programme, by
requesting regular reporting on:

° cost and progress updates on lowerrisk projects
° any changes to contingenciesywithin projects{oracross the Programme

. material risks to cost, timey,and outcomes for'bigher risk projects that may
require additional Crown funding fromthe,tagged capital contingency

. any other implications'thiat might trigger thresholds.

We will co-design witfnthe delivérysagencies to determine processes for accessing
contingency and,thesspecific business case requirements for projects. Following this,
we will draft letters for youto'send to the Waka Kotahi and KiwiRail Boards to set
expectations for'the arrangements of the Programme. We consider that this is
required before the Cabinet paper is lodged in order to provide delivery agencies with
sufficient,certainty\tesmaintain the delivery momentum of the Programme.

Next steps

Ministry‘and Treasury officials will work with Waka Kotahi and KiwiRail to confirm the
thresholds and specific reporting requirements of the Programme. We will prepare
draftietters to the Boards for you to sign to give effect to:

° the parameters for each project, and the programme overall, for delivery
agencies to operate within

. approach for managing the tagged capital contingency and funding drawdown
process to take the Programme forward at their revised allocations

o the decision-making arrangements for rescoped and some higher risk projects
to enable Joint Ministers to make investment decisions

o Ministerial expectations for the ongoing reporting and oversight arrangements of
the Programme.
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The Ministry is currently working with the delivery agencies on the Climate
Implications of Policy Assessments (CIPAs) for individual projects and across the
Programme as a whole. The majority of assessments are expected to be complete in
August 2021. However, the CIPAs for rescoped projects (Mill Road, Whangarei to
Port Marsden) may take longer as further work is required to investigate these
options.

We will prepare a draft paper seeking Cabinet endorsement of our recommended
approach to manage and report on the residual risks in the Programme, including an
update on the final CIPAs for individual projects and the Programme as a whole, by
late August 2021.
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the costings
for the
rescoped
projects are
agreed
allocations
for agencies
rather than
P50 and
P95
estimates
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Appendix 1

Revised budgets for Programme projects as at June 2021

Funding Allocation Total
Project
($ million)

SH58 105
SH1/29 40
Takitimu North Link Stage 1 659
Papakura to Drury South Stage 1 655
Canterbury Package 300
Queenstown Package 115
Wiri to Quay Park 318
Papakura to Pukekohe electrification 375
Wellington Railway Station safety 88
Wairarapa Rail Upgrades 156
Capital Connection Interim replacement rolling'stock 26
Sub-Total Lower Risk 2,833
Drury Rail Projects (three stations) 495
Melling 420
Penlink 830
Northérn Pathway 785
Otaki to North,of Levin 1,500
Sub-Tetal'Higher Risk 4,030
SouthyAuckland (Papakura to Drury South and Mill 874
Road)*

Whangarei to Port Marsden* 692
Takitimu North Link Stage 2 — route protection only 57
Sub-Total Rescoped 1,623
Portfolio contingency 240
Total 8,726
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* Funding for these two projects is an agreed allocation for agencies rather than P50 or P95
estimates
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Appendix 2

Funding amounts appropriated under each contingency management option

IN CONFIDENCE

Option 1 Option 2 Option 3
Crown Balanced Delivery Agencies./Balanced Retain only portfolio contingency

Project . Tagged . Tagged . Tagged

Appropriated Contingency Appropriated Céntingency Appropriated Contingency

($ million) ($ million) ($ miflion) ($ million) ($ million) ($ million)
Lower Risk Projects

SH58 105 0 105 0 105 0
SH1/29 40 0 40 0 40 0
Takitimu North Link 655 0 655 0 655 0
Stage 1
Papakura to Drury
South Stage 1 655 0 655 0 655 0
Canterbury Package 300 Q 300 0 300 0
Queenstown Package 115 0 115 0 115 0
Wiri to Quay Park 318 0 318 0 318 0
Papakura to Pukekohe
electrification 375 0 375 0 375 0
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Wellington Railway

Station safety 88 0 88 0 88 0

Wairarapa Rail 156 0 156 0 156 0

Upgrades

Capital Connection

Interim replacement 26 0 26 0 26 0

rolling stock

Sub-Total Lower Risk 2,833 0 2,833 0 2,833 0
Higher Risk'‘Projects

Drury Rail Projects 413 82 470 25 495 0

(three stations)

Melling 375 45 407 14 420 0

Penlink 740 90 803 27 830 0

Northern Pathway 650 185 745 41 785 0

Otaki to North of Levin 1,200 300 1,410 90 1,500 0

Sub-Total Higher Risk 3,378 652 3,834 196 4,030 0

Rescoped projects

South Auckland

(Papakura to Drury 403 471 403 471 874 0

South and Mill Road)

Please note the costings for the rescoped
projects are agreed allocations for agencies
rather than P50 and P95 estimates
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Whangarei to Port 319 373 319 373 692 0
Marsden

Takitimu North Link

Stage 2 —route 57 0 57 0 57 0
protection only

Sub-Total Rescoped 779 844 779 844 1,623 0
Portfolio contingency 0 240 0 240 0 240
Total 6,990 1,736 7,446 1,280 8,486 240
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