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STIMULATING RECOVERY
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Transport plays a vital role in creating a productive, sustainable and inclusive New
Zealand

The transport sector contributes to around five percent of the nation’s gross domestic
product and is a major employer of New Zealanders in its own right. Transport is
critical for enabling and delivering on the Government’s economic recovery strategy

2

New Zealand’s cities, towns, and regions have very different needs, and could all
benefit from transport improvements to varying degrees. As the Government’s
economic strategy adapts to respond to COVID-19 and the impacts of the global
recession, the transport system will also need to adapt.

3

Fast-growing cities require substantial transport investments to shape future urban
development, enable growth to occur in a sustainable manner, and to improve
productivity. In addition, regions can require investments beyond their population
share, to maintain and strengthen transport networks that support exports and New
Zealand’s international competitiveness.

4

$8 billion of Government investment was allocated to transport in 2020/21. This total
amount of funding is substantially greater than what has been invested in transport in
previous years.

5

As we progress into recovery, the sector will need to commit to the efficient and
effective delivery of projects that it has already committed to, while also addressing
the key challenges and opportunities in recovery.

6

A constrained funding environment, and the already significant amount of funding
going towards the sector, makes it more vital to ensure that any opportunity for Crown
investment in capital projects, technologies, and maintenance support productivity,
trade, sustainability and social wellbeing. As we transition from response to recovery,
we have an oppor unity to consider initiatives that accelerate us towards the
Government’s desired future state.

7

The following sections outline the key transport challenges and opportunities that we
have identified for the sector, and some examples of initiatives in recovery that are
already well progressed that can help to create a more productive, sustainable and
inclusive New Zealand. Further detail on these initiatives is included in the appendix.
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Maintaining regional and international connectivity is critical for the recovery
of the sector
Air connectivity
8

International aviation is crucial to our high value, time sensitive export firms. Imports
coming to New Zealand by air freight include medicines, medical devices, and
COVID-19 supplies from a range of different markets. Some of our key people export
services such as tourism and international education also rely on the aviation sector
to operate. Aviation also helps New Zealanders come home and connect with others
globally, and brings in skilled workers.
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at the border as passengers return, but also that the agencies achieve
efficiencies over the short term and are right-sized for the future.
Regional road and rail connections
New Zealand’s primary sector export industries are dispersed throughout the regions,
and producers require resilient road and rail connections to the air and sea ports that
move their goods to the international market.

21

Bringing forward maintenance and renewals of both road and rail networks in the
regions would improve the resilience and efficiency of freight connections. Investment
in well-designed transport corridors will support the productive activity that will be
required for economic recovery.
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The COVID-19 lockdown has illustrated the importance of maintaining a
balanced network

Transport promotes social inclusion by enabling access to jobs, education,
healthcare, food, goods and social services. It connects family/whānau, friends and
communities. The main challenges for inclusiveness will involve addressing the
different regional economic impacts caused by COVID-19.

23

Transport plays a critical role in managing safe and reliable connections between
regions and key urban and tourism centres for passenger travel and freight
movements. For example, Christchurch is the South Island’s main manufacturing and
freight distribution centre and Christchurch airport is a major gateway into the South
Island for international visitors.

24

The COVID-19 lockdown has illustrated the importance of maintaining a balanced
network, including for people living rurally and in outer urban areas.

25

The New Zealand rural community is exposed to changes in industry and transport
accessibility (as they are primarily car/truck dependent). Maintaining a network that
delivers effective regional connectivity is vital to support New Zealand’s social and
economic wellbeing, and is critical for recovery.

26

The last government made regional transport investments through the Provincial
Growth Fund and Regional Investment Opportunities during their term. Further
information on these funds and their objectives are detailed in OC200826 (Direct
Crown Funded Land Transport Projects and Programmes).
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27

State highway investment and infrastructure investments on the rail network could
help alleviate some of these issues. An example of this is the substantial amount of
investment made through the $6.8 billion New Zealand Upgrade Programme, with
$5.3 billion in state highway/roading projects and $1.1 billion in rail projects. Further
investigation would be needed to understand the impacts additional investment will
have on outcomes. If you choose to focus on road and rail network infrastructure
investments in recovery, we can provide you with further advice on investment
options to help you achieve this.
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Accelerating maintenance and renewals for both road and rail could be an option to
help stimulate economic productivity quickly, with limited trade-offs against
environmental and other outcomes. This would help to improve the efficiency of
existing assets, and maintaining assets early can help to reduce repair costs and
extend asset lives.

45

As these investments would have occurred anyway, and is needed to support the
existing capacity of our transport network, there is a clear strategic justification to
accelerate this spending, especially in times of economic uncertainty, in order to
create jobs for the sector.

AC

T

19
82

44

R
M
AT
IO
N

There are opportunities to progress safety outcomes while creating jobs for the
sector
Given the high number of deaths and serious injuries, and adverse trends in these
numbers over recent years, improving road and rail safety remains important.
Sustained investment in safety-related transport infrastructure is vital across all
modes.

47

Investment in safer infrastructure (e.g. road safety treatments or maintenance of the
rail network) has fallen behind, and there are gaps in New Zealand’s approach to
safety, especially where modes like rail and road intersect. There will be opportunities
to consider how to continue to improve road and rail safety, and to align New
Zealand’s approach to safety with international best practices.

48

As a resilient and reliable rail network continues to be the first priority for rail, you
could choose to advance rail and safety outcomes by supporting KiwiRail’s level
crossings programme if funding is available. These three level crossing projects
support the Government priority of safety, and are largely a part of resilient and
reliable rail.

49

Further investigation would be needed to understand the costs and benefits of the
programme against the other priorities in the Rail Plan. Please see briefing on the
Future of Rail and the New Zealand Rail System for more information.
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Investment in New Zealand’s land transport system is funded through the NLTF under
the framework set out in the Land Transport Management Act (LTMA) 2003. In
addition, the Government can contribute additional Crown funding directly to transport
projects or programmes (through Budget or other funding sources) to advance or
achieve certain outcomes, priorities or objectives outside of the LTMA process.2
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We can help you prepare for new spending opportunities by December 2020

2

Examples of this include Budget rounds, the COVID-19 Response and Recovery Fund, the New Zealand Upgrade
Programme, and the Provincial Growth Fund. Further information on Crown Funds can be found in OC200826.
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24 November 2020
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Hon MIchael Wood
Minister of Transport
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Future of Rail and the New Zealand Rail System
Purpose
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To update you on the implementation of the Future of Rail review and the significant changes
that are occurring in the New Zealand rail system. It advises you on key upcoming policy,
funding, and implementation decisions.
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We have also attached to this briefing a terms of reference for a review into the system
factors that contributed to rolling contact fatigue on the Auckland metropolitan rail network
(Appendix One).

Key points

The rail system is undergoing significant changes. These changes are the result of
implementing a new planning and funding framework for the rail network following
Cabinet decisions on the Future of Rail review [DEV-19-MIN-0225 refers].



A new planning and funding framework for rail is due to be implemented by mid-2021,
alongside the next National Land Transport Programme (NLTP). The rail system
changes are the most significant reforms since implementing the Land Transport
Management Act 2003.



Alongside implementing this framework, KiwiRail is delivering on significant capital
investments in the rail system, with more than $5 billion worth of projects due to be
delivered over the next decade. KiwiRail is building delivery capability to meet these
capital investments while continuing to deliver its commercial business.
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Delivering these system changes and supporting KiwiRail to deliver its investment
programme will require focus from you as the Minister of Transport, working with other
“Rail Ministers”. Over the last three years, the Minister of Transport worked with the
Minister of Finance, the Minister for State Owned Enterprises and the Minister of
Regional Economic Development, who represented the greatest interest in the rail
portfolio.
The Ministry will continue to lead the implementation of the rail system changes in
close collaboration with KiwiRail, Waka Kotahi, the Treasury, Auckland Transport,
Auckland Council and Greater Wellington Regional Council. For these agencies in
particular, implementing the new planning and funding framework for rail creates new
roles and ways of working.
BUDGET SENSITIVE
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October 2021. We recommend that the commencement of the review be moved
out until the second half of 2021, to allow time for the first RNIP to be completed.
These decisions are inter-related and will need to be considered as a coordinated
package, in particular decisions on TUC and Budget 2021 decisions.



Alongside this implementation work, we are also progressing a system level review of
the Auckland network rolling contact fatigue issues. Appendix One provides you with
the terms of reference for a review of system level issues that may have contributed to
the current rolling contact fatigue issues on the Auckland metropolitan rail network. We
are working closely with KiwiRail and Auckland Transport on this work, and will report
back to Ministers next year on its outcomes.



There are a range of other rail system matters that will require your input, upon which
we will brief you separately. This includes the interisland ferry replacement programme
led by KiwiRail and concerns over the location of the Wellington ferry terminal (which
you have already received a briefing on), and regional passenge rail. Waka Kotahi will
also advise you on rail system safety.
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Recommendations
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We recommend you:

1. forward a copy of this briefing and the appendices to the Minister of Finance,
Minister of Economic and Regional Development and Minister of State Owned
Enterprises (“Rail Ministers”).
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Yes/No

Erin Wynne
Director, Rail Transformation

Hon Michael Wood
Minister of Transport

..... / ...... / ......

..... / ...... / ......
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FUTURE OF RAIL AND THE NEW ZEALAND RAIL SYSTEM
Agencies have been working together on significant system changes for rail
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1. The Ministry of Transport, KiwiRail, Treasury, and Waka Kotahi have been working on
the Future of Rail review (the Review) since December 2017. We have also had input
from Auckland Transport, Auckland Council and Greater Wellington Regional Council.
The Review involves the most significant reforms to the land transport system since
implementing the Land Transport Management Act 2003.
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2. The Review was established to determine the purpose of rail within New Zealand’s
overall transport mix, the structure and mix of assets that KiwiRail needs to best fulfil
that purpose, and the funding mechanisms rail (including KiwiRail) would need to fulfil
that purpose.

FO

3. The Review acknowledged that rail provides both commercial benefits and wider
public benefits to New Zealand. The review outlined rail’s public benefits through a
purpose statement for rail, which noted that rail:
Enables access and mobility



Transports people and goods to where they need to go



Supports productivity and business growth



Reduces emissions, congestion and road deaths



Strengthens social and cultural connections between communities.
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The review found that historic system settings hampered rail’s benefits

ER

4. The Review concluded that the previous funding approach was not well set up to
support rail for a number of reasons:
The short term approach to funding through annual Budget rounds was inadequate
for the long-lived rail infrastructure and assets. This had resulted in rail assets being
retained past their useful economic life, inefficient and ad-hoc investment to keep
assets running and diminished levels of service.
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Rail investment decisions were taken on a commercial basis, rather than a national
benefits basis like the road network. This inhibited the delivery of the wider benefits
of rail and KiwiRail’s ability to grow its commercial activities.



The planning framework isolated road and rail infrastructure decisions from one
another. This made it difficult to deliver a coordinated investment programme across
the land transport system.
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5. To address these challenges and enable rail to deliver the wider public benefits the
Government was seeking for the rail system, the Review recommended:


Remedial investment to restore a resilient and reliable rail network

BUDGET SENSITIVE
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Partial integration of rail network investment decisions with the planning and funding
regime set out in the Land Transport Management Act 2003 (the LTMA).

6. The Review also recommended the following key funding principles for rail investment:
NLTF will support, maintenance and renewals of the below rail network, as well as
improvements to the network where there are national transport benefits.



Crown funding will continue to be required into the NLTF to support it to fund
maintenance and renewal of the rail network at a reliable and resilient level, given
historic under-investment in the network.



Track users will pay track user charges (TUC) into the NLTF, so that the users of
land transport system contribute to the NLTF in a fair and transparent way.



Crown funding through Shareholder equity injections into KiwiRail will be used for
other commercial assets (for example in rolling stock or the interisland ferries).



Crown funding should be used to fund projects for wider non transport public
benefits (for example the PGF has been used for regional development purposes).
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7. These principles are designed to support more deliberate and transparent rail
investment decisions.

Future of Rail – key milestones so far

8. A range of changes have already been implemented across the rail system.

E

A step change in total rail investment
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9. Rail Ministers were given four investment scenarios for the rail system in September
2018: “managed decline” (status quo), “resilient and reliable”, “capacity and growth“,
and “additional opportunities”.
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10. Ministers selected Scenario 2: Resilient and Reliable in November 2018, and Cabinet
gave agreement in principle in May 2019 [DEV-19-MIN-0123 refers].
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11. During the previous Parliamentary term, over $5 billion was allocated to various rail
projects and activities1. However, only part of this funding supports the Government’s
investment priority to achieve a core rail network that is resilient and reliable, as some
Crown funding targeted other priorities linked to investment in the rail network,
including regional development and the COVID-19 response programme.

1

This is in addition to the $4.4 billion being jointly invested by the Crown and Auckland Council in the
City Rail Link (CRL). We will provide you with a separate briefing on CRL.
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16. The new planning and funding framework includes the following key roles and
responsibilities:
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17. As Minister of Transport, you retain control over the funding decisions into the rail
network, unlike most other funding decisions in the NLTP which are made by the
Waka Kotahi Board. Ministerial decision-making ensures that Ministers can
understand and take decisions on the overall level of investment into the rail network.
This is important while Crown funding is still providing remedial investment to KiwiRail.

E

18. KiwiRail will be responsible for preparing a statutory Rail Network Investment
Programme (RNIP). Waka Kotahi will provide you advice to support your decisions on
the RNIP.
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19. In Auckland and Wellington, where there are metropolitan rail networks, the respective
components of the RNIP are being consulted through the RLTP processes for
coordinated planning purposes. KiwiRail has also joined the Regional Transport
Committees in Auckland and Wellington as a non-voting member.
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20. Further information on the RNIP and its approval process is discussed in paragraph 43
below.
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Rail network funding has been incorporated into GPS 2021
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21. Following the passage of the Rail Act, KiwiRail can now directly receive funding from
the NLTF, through an activity class set out in the GPS.
22. GPS 2021 allocates between $120m-$170 million per year of NLTF for the rail network
over a 10 year period. It also provides for further funding to complete metropolitan rail
network projects from the public transport infrastructure activity class.

BUDGET SENSITIVE
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Track User Charge regulations require policy decisions
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38. At this stage our focus is on what KiwiRail’s freight and tourism business will pay in
track user charges, as Cabinet previously agreed to maintain the metropolitan rail
access arrangements already in place. Cabinet has previously been advised track
user charges could be $25-$50 million per annum. However, this has been
significantly impacted by COVID-19 and any final figure would be subject to an
affordability analysis [DEV-20-MIN-0082 refers].
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37. As part of KiwiRail receiving network funding from the NLTF, Cabinet has previously
agreed in principle that TUC should be established on KiwiRail’s freight and tourism
businesses to ensure that rail users contribute to the NLTF in a fair and transparent
way [DEV-20-MIN-0082 refers]. We have work underway to establish track users
charges and regulations need to be put in place before the next NLTP commences
(August 2021).
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39. The decisions on Budget bids and the level of the TUC are likely to be interdependent,
particularly in the next few years where the network is still being remediated to a
reliable and resilient level. Without investment in core commercial assets KiwiRail is
unlikely to be able to fund a TUC. We are also working through the extent to which
COVID-19 has affected KiwiRail’s (and its customers’) ability to fund a TUC.
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40. In order to have regulations in place by mid-2021, we will need to have policy
decisions on TUC at the start of 2021. We will provide you with further advice to go to
Cabinet in January/February 2021. This will seek final policy decisions, and approval
to draft regulations later this year.
41. We also note the rolling contact fatigue issues discussed in paragraph 59 below may
have implications for track user charges in the metropolitan rail networks in future.
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KiwiRail’s Rail Network Investment Programme (RNIP) needs your approval next year
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42. As Minister of Transport, you are responsible for approving the RNIP and the
associated NLTF investment into the rail network. The RNIP outlines the rail network
activities or combinations of activities to be partially or fully funded by the NLTF and
delivered by KiwiRail over three years.
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43. We expect the final RNIP to be provided to you by June 2021. Waka Kotahi’s
accompanying advice to the RNIP, including a recommendation as to whether to
approve, will be provided at the same time. Before approving, you will need to consult
with KiwiRail’s shareholding Ministers.
44. Waka Kotahi will provide you with advice on the mix of rail activities included in the
RNIP, as well as advice and recommendations on whether you should agree to fund
the activities. As part of preparing this advice, Waka Kotahi will assess the RNIP to
determine the degree to which it is aligned with the strategic priorities set out in the
GPS and the Rail Plan. Waka Kotahi will also advise you on whether the RNIP
represents an efficient and effective programme.
45. The RNIP is currently under development, with the Ministry, KiwiRail and Waka Kotahi
focused on agreeing the proposed structure and coverage of the document, and
KiwiRail developing the first investment programme. The RNIP is focused on a
programme of maintenance and renewal activities to deliver a resilient and reliable
BUDGET SENSITIVE
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core network, as well as completion of the metropolitan area projects approved
through the Transitional Rail activity class in GPS 2018.
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47. Under GPS 2021, funding for RNIP activities will come from two activity classes:
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46. Waka Kotahi intends to use a combination of its existing investment assessment tools
(which have been reviewed and updated to enable better consideration across
different transport modes) and external expertise to assess the RNIP and prepare
advice. Waka Kotahi is building its rail expertise to ensure an effective assessment of
the RNIP, delivery of robust advice and provide a higher level of confidence around
KiwiRail’s ability to deliver the programme.

the Rail Network activity class will fund the maintenance and renewals
programme, and is accessible only by KiwiRail



the Public Transport Infrastructure activity class will fund the remaining costs
associated with activities already approved through the Transitional Rail
activity class in GPS 2018. The Public Transport Infrastructure activity class
also covers non-rail public transport infrastructure and is accessible by all
eligible parties to receive NLTF funding (Approved Organisations).
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48. The key focus for Waka Kotahi is managing a funding bucket with multiple decisionmakers. As set out through GPS 2021 through the Public Transport Infrastructure
activity class, the Waka Kotahi Board has to manage competing rail and non-rail public
transport infrastructure activities where there are differing final-decision makers on the
funding. The activity class includes both rail activities (included in the RNIP, approved
by you) and non-rail activities (approved by the Board). Waka Kotahi is building the
systems and capabilities to meet this new role.
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49. Once released, the Rail Plan will provide a clear guideline to help Waka Kotahi
manage its new role. By establishing investment priorities for the rail network, the Rail
Plan supports Waka Kotahi’s ability to advise on whether the RNIP meets these
priorities, and where any potential trade-offs would need to be made within the public
transport infrastructure funding bucket (i.e., whether other non-rail public transport
investments could be made to achieve the same outcomes).
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50. Waka Kotahi will also provide you with advice on whether they believe KiwiRail have
the right systems in place to deliver the RNIP within the forecast budget and on time.
Waka Kotahi will also outline any potential trade-offs they will be required to make in
the Public Transport activity class if cost overruns occur.
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51. To fully fund the RNIP to a reliable and resilient level of service, further Crown
investment will be required.

Supporting KiwiRail’s delivery capability and monitoring rail system investment
52. Delivering on the significant investment programme is also a substantial undertaking
for KiwiRail, particularly while it is also moving to a new planning and funding
framework. KiwiRail is aware that it needs to build its capability to deliver this
programme and has substantive work underway.
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53. It will take several years to commission critical rolling stock and ferry assets, during
which time KiwiRail will be reliant on its existing aged assets. It will be important to
support KiwiRail during this delivery and transformation period.
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A further review of KiwiRail’s ownership form needs to be scoped and timing confirmed
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54. The Ministry is working with Treasury, KiwiRail, and Waka Kotahi to review and
establish a new framework for rail investment and outcomes monitoring. We will report
to you and KiwiRail Shareholding Ministers in the near future on the development of
this work.
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55. The organisational structure of KiwiRail was also considered as part of the Future of
Rail Review.
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56. In May 2020 Rail Ministers advised Cabinet that KiwiRail should remain a vertically
integrated rail operator, and should implement separate reporting of its above and
below rail financial statements [DEV-20-MIN-0082 refers]. Rail Ministers also
concluded that changing KiwiRail’s SOE status was not appropriate at that time, as
KiwiRail needed to focus on delivering its significant programme of change and
infrastructure delivery.
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57. However, Rail Ministers noted that a further review of KiwiRail’s SOE status should
commence in December 2020 with a report back to Cabinet in October 2021. We
would like to discuss with you the timing of this further review. At this stage we
suggest that it is too early to commence another review and suggest that it begins
after the first RNIP is approved mid next year. This would allow time to implement the
new framework.
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We are also commencing a review of the metropolitan rail system settings that
may have contributed to RCF issues on the Auckland network
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58. The Future of Rail review left the rail planning and funding system for metropolitan rail
in Auckland and Wellington alone for now, as there are extensive contractual
arrangements between local authorities and KiwiRail for network access, and track
access charges Nonetheless, metropolitan rail system settings have an important role
to play in ensuring the desired outcomes are reached on the national network, and for
the Auckland and Wellington transport networks.
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59. Auckland’s rail network is undergoing urgent remediation work to fix a maintenance
issue on the tracks known as rolling contact fatigue (RCF). If left unrepaired, RCF has
the potential to cause derailment of trains that pass over the affected sections of track.
60. The remediation work on the track has meant speed restrictions and partial closures of
the Auckland network, which is likely to continue to cause operational disruptions for
the next 12 months. The amount of work required is significant, and has had flow on
implications for other capital projects that KiwiRail has underway (including delays to
completing Crown funded projects such as the Northland Rail upgrades funded
through the Provincial Growth Fund).
61. The urgent remediation on the Auckland network is likely to have funding implications
for the rail network in Auckland. KiwiRail and Auckland Transport will need to work
with Waka Kotahi, the Ministry and the Treasury around how the immediate work is
BUDGET SENSITIVE
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funded (for example from the NLTF or Crown) and any future funding implications,
including in relation to the RNIP.

root cause of the issues (including an independent review)



required maintenance and renewal practices to ensure this doesn’t happen again



future funding required for maintenance and renewal practices
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63. The Ministry has recently joined the project control group as an observer.
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62. KiwiRail and Auckland Transport have set up a project control group to identify the:

64. The previous Minister of Transport also asked the Ministry to work with KiwiRail and
Auckland Transport to provide an independent view of the factors that contributed to
the extent of RCF on the network. The Ministry has prepared the attached Terms of
Reference for this review.
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65. The Terms of Reference sets out the objectives, governance and reporting streams for
review into the network issues. The Ministry proposes to procure an external expert to
undertake the work. It sets out March 2021 as a report back date, with an interim initial
report to be provided in January 2021.

O
FF
IC
IA

L

66. This work may have implications for the future funding requirements to ensure that the
metropolitan rail networks in Auckland and Wellington are resilient and reliable,
including the preparation of the RNIP. It may also have implications for future policy
work on the metropolitan rail operating model and track access arrangements in
Auckland and Wellington.
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67. The Future of Rail Steering Group, which has guided Future of Rail policy
development and outcomes, will provide oversight of the work. It will inform final
recommendations to Ministers. Membership is detailed in the attached terms of
reference.
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68. We will report to Ministers on the outcomes of the work.
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We will also provide you with advice on other key rail policy issues

D

Ferry procurement
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69 Cabinet agreed to partially fund, through Budget 2019 and Budget 2020, two large railenabled ferries to replace KiwiRail’s current fleet of three ageing vessels (KiwiRail’s
iReX project).
70. New terminal infrastructure is required in Wellington and Picton to allow KiwiRail’s new
vessels to berth, with delivery expected in 2024/25. Terminal infrastructure is a critical
and major component of the overall cost of the project.
71. There are different views from KiwiRail, Greater Wellington Regional Council, Centre
Port and Strait Shipping (the owner of Bluebridge) regarding the location and
configuration of the Wellington terminal infrastructure.
72. You have been provided with a separate briefing (OC200862 refers) on this issue.
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73. KiwiRail may seek a view from you on the location of the Wellington ferry terminal. We
suggest that you encourage KiwiRail to reach a commercial decision with parties, and
bring the fully costed options to the Ministry and Treasury as part of the Budget 2021
process.
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Regional passenger rail

AC

T

74. Currently, there is one regional passenger rail service in operation in New Zealand
(Capital Connection), with the new Hamilton to Auckland Te Huia start up service due
to start in early 2021.
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75. The Ministry is supporting work on the Hamilton to Auckland corridor development and
potential opportunities for expansion of the Te Huia start up service. Cabinet has
agreed that the Ministry initiate a process to develop the next stages of the project,
including aligning the rapid rail proposal with other transport and land use planning
work happening in the Corridor.
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76. We will provide a separate briefing on the issues and opportunities for interregional
passenger rail in New Zealand, including key upcoming milestones for the
investigation into rapid rail between Auckland and Hamilton
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Rail safety and level crossings
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77. Waka Kotahi has primary regulatory responsibility for rail safety in New Zealand, but
work closely with KiwiRail who allow access for participants on the network. The
Ministry’s primary role is as system steward and leader, which we exercise through
industry initiative such as the National Rail Industry Advisory Forum.
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78. Waka Kotahi has a significant programme of work underway to improve the capability
and capacity of Waka Kotahi as the rail safety regulator. New regulations have also
been put in place to provide increased funding and fee collection mechanism for the
regulator. Waka Kotahi has significant work underway to improve regulation and
oversight of rail safety in line with international best practice.
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79. Improving the safety of level crossings is one of the priorities nationally in the draft Rail
Plan. However, the scale and nature of that programme needs to be considered
further against its costs and benefits, and other priorities in the NLTP.
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80. KiwiRail raised concerns in its 2017 briefings to Ministers around the number of level
crossings in Auckland and their impact on road network travel times following the
opening of CRL, as barriers will be down for long periods during peak times. Both
Auckland Transport and KiwiRail consider that this issue needs to be addressed
holistically, considering impacts for road and rail. KiwiRail and Auckland Transport
have proposed a potential programme of crossing removal in Auckland to the ATAP
group. You will receive a separate briefing on the ATAP programme.
81. Waka Kotahi will continue to update you on relevant rail safety regulation matters and
rail safety as it relates to key strategic and investment decisions.

Future of Rail agencies supported the preparation of this briefing
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82. The briefing was prepared by the Ministry of Transport, with support from KiwiRail,
Waka Kotahi, and the Treasury.
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Draft Terms of Reference: Auckland metro
rail and rolling contact fatigue - system
issues
Purpose

This terms of reference outlines the scope of work for a Ministry-led review of the
system level issues that may have contributed to the Auckland metropolitan rail
network rolling contract fatigue issues. The terms of reference outlines a governance
framework for the work through the Future of Rail review, which will support
recommendations to the Minister of Transport and Minister of Finance.

2.

The intention is not to duplicate work being undertaken through the existing joint
KiwiRail and Auckland Transport project control group. However, it may use technical
or other work being undertaken as an input to identify any system issues or gaps that
may need to be addressed by the system. The Ministry of Transport is an observer on
the project control group.

O
FF
IC
IA

L

IN

FO

1.

Context: Auckland rail network

The rail network also plays a key role in the movement of freight, especially to and
from the Ports of Auckland and Port of Tauranga, and as an origin point for domestic
cargo
The track through Auckland carries a third of all rail freight in New Zealand. An
estimated six million tonnes moves on the Auckland network each year. On a typical
weekday about 40 freight trains travel through the Auckland network.
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Background
3.
Auckland’s rail network is a key strategic transport asset. It plays a key role in both
the city’s public transport system and the national freight network. There were 22.5
million commuter trips in the year to December 2019, up from 10.2 million in FY13,
and from 2.5 million in mid-2003 when Britomart opened. On a typical weekday more
than 600 commuter services run on the Auckland network.

The Auckland metro network spans 100 kim from Pukekohe to Swanson, has 200 km
of track due to double tracking and therefore 400 km of rail, with approximately 200
switches and crossings. The maximum train speed on the network for EMUs is up to
110km/h, with standard operating top speed of approximately 80km/h.

7.

Ensuring the Auckland metropolitan rail network is resilient and reliable is a key
priority in the draft New Zealand Rail Plan, and the Government Policy Statement on
Land Transport 2021.
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Rolling Contact Fatigue
8.
KiwiRail and Auckland Transport began investigations into the state of the Auckland
metro rail network in 2018 to support the Rail Network Growth Integrated
Management (RNGIM) business case development. The initial investigation identified
rolling contact fatigue (RCF), a type of wear and tear, was present on parts of the
track. If RCF is not identified and fixed, it can result in breaks in the track and
potential derailment from passing rolling stock.
Waka Kotahi was first made aware of potential issues in June 2019, and after an
initial investigation, requested KiwiRail perform a detailed network analysis. The
subsequent review revealed the extent of RCF was larger than initially surveyed.

10.

In August 2020, after the risks on the network were better understood, KiwiRail
placed a Temporary Speed Restriction of 40km/h on 100km of track on the Auckland
network. These speed restrictions will remain while urgent remediation work occurs,
expected to take 12 months.
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9.

Funding catch-up renewals on the Auckland network was previously identified as a
priority for funding from the Transitional Rail activity class under the Government
Policy Statement on Land Transport 2018. To date Auckland Transport has had $183
million approved by Waka Kotahi for this programme.

O
FF
IC
IA

L

12.

IN

FO

Funding
11.
Waka Kotahi’s investment team were made aware of the RCF issues over a year ago
as part of considering a funding request for catch-up renewals on the Auckland rail
network (the Rail Network Growth Impact Programme).

KiwiRail and Auckland Transport has already stood up a Programme Control Group
overseeing the RCF remediation project. This group covers technical issues including
root cause and how the remediation work will programme with other Auckland rail
network maintenance. The Ministry of Transport has been brought in as an observer
on the project control group.
KiwiRail and Auckland Transport have commissioned independent engineers to
provide advice on root cause diagnosis, and are expected to report back shortly.
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KiwiRail and Auckland Transport already have work underway
13.
KiwiRail provided an initial report to the previous Minister of Transport on the issues
facing the Auckland metro network. It concludes that while technical analysis is being
conducted to establish what the technical root cause of RCF is (and that there is likely
to be several contributing technical factors), there are several potential system issues
that may have also contributed.

A system view has been requested
16.
A range of parties have an interest in the system factors that contributed to the issues
on the network.
17.

In September 2020, the Minister of Finance and the Minister of Transport expressed
an interest in understanding any potential or real risks to the Crown going forward. A
system view of the factors will complement the independent technical analysis being
undertaken by KiwiRail and Auckland Transport. It will also provide assurance to
Ministers that a full understanding of all issues are being addressed, to ensure they
are not repeated.
BUDGET SENSITIVE
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18.

The purpose of the independent review is not to identify any wrongdoing or
compliance issues from the parties involved.

Objectives
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The objectives of this work are to identify what system level issues may have
contributed to the current issues on the Auckland metropolitan rail network and make
recommendations to the steering committee on future changes. This will include
considering:

T

19.
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19.1. whether the metropolitan rail operating model is fit for purpose, including the
respective roles, responsibilities, funding sources and track access
arrangements
19.2. whether the maintenance and renewal practices being put in place will be
sufficient to ensure that the network is resilient and reliable over the next
decade

FO

19.3. the level of funding required to ensure a resilient and reliable rail network in
Auckland over the next decade

IN

19.4. the implications for the Track User Charge policy work led by the Ministry in
relation to existing Network Access Agreements

Scope of the review

To achieve these objectives, the scope of work has been split into 2 phases.
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19.5. the implications for the Wellington metropolitan rail network, particularly as to
whether there is a need for changes in Wellington similar to any
recommendations for Auckland.

ER

Phase 1: Identify systemic issues that may have contributed
21.
Phase one will look to identify ongoing system factors that have contributed to the
severity of the RCF issue.
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21.1. This phase should produce an independent report that addresses:
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21.1.1. Whether the roles, responsibilities and implementation of the
metropolitan rail operating model may have contributed to the RCF
issue
21.1.2. To what extent the model may have incentivised the right levels and
types of funding for the network
21.1.3. Whether, in practice, the existing network agreements place
appropriate incentives on the parties involved
21.1.4. Whether the user charge framework in the network access agreements
is appropriate to achieve desired network outcomes
21.1.5. Whether the system had the right capacity and capability to ensure the
network was maintained and safe
21.1.6. Any other system-level factors that were key contributors to the extent
of the RCF on Auckland’s metro network.
BUDGET SENSITIVE
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This phase should be used to gain an understanding from all involved parties as to
the key contributing system factors behind RCF in Auckland. Where possible it will
seek to provide consensus, or where that cannot be reached identify different parties
views.
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22.

24.
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Phase 2: Provide recommendations on how to mitigate future risk
23.
Phase two of the work will take into account the findings in the first phase and the
findings in the technical reports from the project control group (in particular the root
cause analysis and revised maintenance and renewal practices). This second phase
of the work will provide a series of system recommendations back to the programme
control group, who will report back to the steering group.
The recommendations are expected to consider any changes required o the
metropolitan rail operating model to achieve a resilient and reliable rail network,
including in relation to:
24.1.1. Current track access arrangement and charges

FO

24.1.2. Negotiation practices for those access arrangements and charges
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24.1.3. Funding level and sources for the network
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24.1.4. Capability and capacity of the system to implement the proposed
changes.
Out of scope
25.
While producing a technical report is out of scope for this review, technical reports
already being produced through the Programme Control Group should be used as
inputs into the system view.

E

To the extent that the system view relies on the existing technical work, we would
expect a level of assurance from the reviewer that the technical analysis covers all
the necessary issues.
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Critical links to other work
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Rail Network Growth Impact Programme
27.
KiwiRail and Auckland transport will need to consider whether existing funding for the
RNGIP is sufficient for the immediate works. The Ministry, Waka Kotahi and the
Treasury will need to be kept updated about any potential funding requests for
additional funding, through either NLTF or the Crown.
Future of Rail
28.
Decisions taken by Cabinet on the level of spend to achieve a “reliable and resilient”
level of service will need to be reviewed if issues are found to be widespread and
require a step change in investment.
29.

Existing metro access arrangements were noted by Cabinet as being maintained
within the new planning and funding framework outlined in the NZ Rail Plan, but this
work could be used as an input to a future review of the Metro Rail Operating Model.
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Auckland Transport Alignment Project (ATAP)
30.
The benefits of future rail investment in the network, as signalled in ATAP, will not be
fully realised if restrictions continue to be placed on the network as a result of RCF
and other maintenance issues. Additional costs for the Auckland network may need to
be factored into future ATAP considerations.
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Government Policy Statement on Land Transport (GPS)
31.
The GPS allocates funding ranges for public transport infrastructure and services, as
well as the national rail network. If issues are found that will affect the quantum or the
efficacy of investment signalled through the GPS, the level of funding required for the
rail network or public transport services may need to be reconsidered.

Participants, resources and reporting

The Ministry will lead this work and will outsource the work to an appropriately skilled
expert. We expect that the expert will review the terms of reference, objectives and
scope of the review before beginning the work.

33.

The Ministry will be responsible for ensuring progress repo ting for the work into the
Programme Control Group. The Programme Control Group has a responsibility to
report through identified steering forums. The Programme Control Group will also
keep Waka Kotahi and Treasury updated.
Participant
KiwiRail
Auckland Transport
Ministry of Transport

TH

The Ministry intends to enable collective understanding of the issues that have led to
the RCF issues. Where possible consensus will be sought on issues, but there is also
recognition that there may be different views and different parties will reserve their
rights to put those forward.
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34.

Reason for involvement
Network owner + freight service operator
Public transport funder + train owner
Significant national and Ministerial interest
+ Vote Transport responsibilities
Rail safety regulator + co-investor of the
metro rail network and services
Shareholder representative of KiwiRail and
responsibility for Crown funding
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Treasury
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Waka Kotahi
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32.

Governance
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35.

The work will be overseen by the Future of Rail Steering Group, which consists of all
the named agencies above, Greater Wellington Regional Council, and two
independent industry experts.
The Programme Control Group is responsible for reporting progress on the work into
the Steering group at appropriate intervals.

37.

The Steering Group will inform the Ministry’s recommendations to the Minister of
Transport and Minister of Finance.
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