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according to criteria set by the Minister of Finance. Three scaling options have been 

provided within this package. 

Re-prioritisation options 

 The Ministry has examined options for re-prioritisation across Vote Transport. There

are forecast underspent funds for initiatives relating to the COVID-19 response,

however, this funding will largely be offset by new funding requests based on COVID-

19 related pressures. The Ministry recommends that you signal these forecast

underspends in your letter to the Minister of Finance on 29 January, and that you also

seek to reprioritise these funds to cover some of the Budget bids being submitted for

similar purposes.

Wider pressures 

• Alongside the formal Budget 2021 process, significant cost overruns are emerging

across the wider Transport infrastructure investment portfolio. This includes the

New Zealand Upgrade Programme, the Crown-funded portion of the City Rail Link,

and the Auckland Light Rail commitment. These have been included previously as

specific fiscal risks and ongoing discussions with the Minister of Finance will be

required to monitor and address these risks over the next several budgets, depending

on the Government’s fiscal strategy. There is currently no scope to fund these

pressures from the National Land Transport Fund (NLTF, which is committed and

under pressure), and consequently should not be regarded as an alternative to the

Budget 2021 allowances for funding cost pressures and new investment.

Please note the underlined section below is a drafting error by the Ministry of Transport. 
The references to City Rail Link and Auckland Light Rail are in relation to inclusion as 
specific fiscal risks, not cost overruns.
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CAA, Avsec and MNZ– Liquidity and capital funding to address funding 

shortfalls  

Background 

CAA and Avsec are reliant (89 per cent and 99 per cent respectively) on levies and 

fees paid by the sector to fund their operations. COVID-19 and the collapse in 

international passenger volumes has reduced their revenue significantly. In response, 

a Crown liquidity facility was established and funded through the COVID-19 

Response and Recovery Fund (CRRF) to replace lost revenue and to ensure ongoing 

operation and solvency of these entities.  

MNZ’s revenue was also impacted due to a reduction in cruise ship and other 

shipping passenger numbers, although to a lesser extent. MNZ is funded through a 

wider variety of sources and was effectively less reliant on international passenger 

numbers than CAA/Avsec. 

The liquidity facility was established as a multi-year appropriation (MYA), which 

provides flexibility for shifting funding between years. The parameters of the multi-

year appropriation are that the agencies can draw down from it to offset revenue 

reductions. Where fees and levies increase, less liquidity funding is drawn down, 

meaning that scaling is built in, should revenue recover. The MYA will expire on June 

30, 2022, unless it is extended. Cabinet agreed that funding in the liquidity facility 

MYA would only be available for 2020/21, with the implication that Cabinet permission 

will be sought to carry forward any remaining amount in the MYA.  

CAA, Avsec and MNZ are seeking an extension of this funding into the next financial 

year, which the Ministry supports at a scaled level. CAA/Avsec are seeking a further 

amount to top this up, which the Ministry supports at a scaled level. 

The Minister of Finance’s invitation letter specified that only one year of liquidity 

funding should be sought for CAA/Avsec and MNZ, requesting that initiatives will 

present options and pathways for striking a balance between:  

 returning to market-led cost recovery models as soon as practicable,

 right-sizing of operations for the service levels, including workforce

considerations, required by the ‘new normal’, and

 Crown funding, including scaling options based on levels of service delivery

and regulatory functions.
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Transport Climate Package 

New Zealand has committed to being carbon zero by 2050 

New Zealand has international and domestic climate change targets that we are not 

on track to meet. Transport is responsible for 47 percent of total domestic carbon 

dioxide (CO2) emissions. This substantial share means that without largely 

decarbonising transport, New Zealand cannot achieve its statutory target of net zero 

by 2050. Transport emissions have increased by 90 percent since 1990 and are still 

increasing.  

Transport presents some of the best opportunities for early, substantial emissions 

reductions, with the right investment and regulation. Equally, if New Zealand does not 

give priority to lowering transport emissions, there is a risk that investments in 

vehicles and infrastructure will lock-in higher emissions for the long term. Stronger 

measures are required now to enable rapid and significant cuts in transport emissions 

if New Zealand is to reach its targets. 

This is an immediate opportunity to make reduce New Zealand’s transport emissions 

The Transport Climate Package contains eight separate initiatives that are 

summarised in Table 2 below. These initiatives will reduce emissions from the light 

vehicle fleet, encourage the uptake of active transport, and begin to decarbonise New 

Zealand’s public transport bus fleet. The package will also increase access and 

decrease costs of low emission forms of transport to all New Zealanders, including 

those on lower incomes. 

Withheld under 
section 9(2)(f)(iv) 
of the Official 
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Table 2: Transport Climate Package components 

# Initiative Summary of Initiative Cost 

1 Clean Car 

Standard 

• Vehicles entering New Zealand emit high CO2 levels and have high fuel

consumption by global standards. New Zealand is a dumping ground for high-

emission vehicles.

• This initiative would require new vehicle distributors and used vehicle

importers to progressively supply cleaner vehicles, from an average 175g of

CO2/km in 2020, to 105g of CO2/km by 2025 or 2026, and progressive targets

subsequently.

• Japan achieved the 105g level in 2014 and Europe achieved it in 2020.

•

 

 

 

$16.2 

million 

(capex) 

2 Clean Car 

Discount 

• Low and zero emission vehicles cost more to manufacture than high-emission

equivalents. This is due to the cost of batteries and other emission reduction

technology.

• This policy would apply a discount to all new and used low emission light

vehicles under the value of $80,000, entering the New Zealand fleet for the first

time.

$36.6 

million 

(capex) 

3 Enhanced Clean 

Car Discount 

• This initiative would complement the above Clean Car Standard and Discount

by further accelerating the purchase rates of electric vehicles.

• It would allow, for example, a further discount of $5000 on 40,000 battery

electric vehicles plus $2600 discount on 25,000 plugin hybrids.

$265 

million 

(opex) 

4 Biofuels 

mandate 

• New Zealand lacks policies that reduce emissions in the vehicles already on

our roads.

• This initiative would oblige suppliers of petrol or diesel in New Zealand to also

supply a minimum proportion of biofuels.

• A percentage blend target and economic and environmental sustainability

criteria would be set in advance of implementation.

$6 

million 

(opex) 

5  

 

 

 

 

 

6 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

  

 

 

 

8 Decarbonisation 

of the public 

transport bus 

fleet  

• Local government faces a range of barriers to decarbonising the public

transport bus fleet. The Government has committed $50 million over four years

to support regional councils to decarbonise.

• This funding will support the manifesto commitments to require only zero

emission public transport buses to be purchased by 2025 and decarbonisation

of the public transport bus fleet by 2035.

$50 

million 

(opex) 

Withheld under section 9(2)(f)(iv) 
of the Official Information Act 1982
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We have used a priority matrix to show which initiatives will be most effective 

 As requested in the letter from the Minister of Finance we have included a 

prioritisation matrix of our eight initiatives, including specific criteria to assess each 

initiative against. 

 Table 2 is ranked in order based on the outcome of the prioritisation, and the matrix is 

attached (Appendix 2). 

Re-prioritisation options 

 Briefing OC200962 previously outlined the opportunities to investigate reprioritisation 

of funding within Vote Transport. We have undertaken further analysis of the funding 

within Vote Transport to provide you with options. 

 The Ministry could investigate several Crown funded initiatives within Vote Transport 

investigated and determine if they could be funded from the NLTF or from land 

transport revenue under section 9 of the Land Transport Management Act. The 

Ministry recommends that the appropriate funding source is reviewed through an 

alternate review cycle of the initiatives, rather than through this Budget 2021 process 

given the tight timeframes. The initiatives this includes are included in Table 3. 

Table 3: Potential Vote Transport initiatives that could be funded through the NLTF 

 
Initiative Agency 20/21 

$m 
21/22 
$m 

22/23 
$m 

23/24 
$m 

24/25 
$m 

SuperGold Card Waka Kotahi 31.143 31.143 31.143 31.143 31.143 

Search and Rescue 
Activities 

MNZ 3.231 3.231 3.231 3.231 3.231 

Licensing Activities Waka Kotahi 2.550 2.550 2.550 2.550 2.550 

Crash Analysis Waka Kotahi 0.775 0.775 0.775 0.775 0.775 

 The Ministry is currently scoping a review of the Super Gold Card scheme for 2021 

and the appropriate funding source (e.g. Crown, NLTF), which could be included in 

this review. Given the primary purpose of the SuperGold Card scheme is to support 

and enhance older New Zealanders’ community participation, the NLTF alone may 

not be the most appropriate funding source. 

 When determining whether to fund these initiatives through alternate sources, it is 

important to consider the current pressures on the NLTF. GPS 2021 may need to be 

revisited if new initiatives are to be funded through it. Even if the GPS allows the 

initiative, the Waka Kotahi Board needs to approve an initiative to be funded from the 

NLTF. 

 We have also reviewed the Vote Transport funding provided as part of the COVID-19 

response to understand if any surplus funding is forecast. 

 One package relates to funding and loans for the NLTF to manage cost pressures 

and revenue shocks resulting from COVID-19. This also includes funding approved to 

cover settlement costs relating to COVID-19 for the Transmission Gully and Puhoi to 

Warkworth public-private partnerships. 

 When the funding for the NLTF was approved, there was uncertainty about the impact 

of COVID-19 and alert levels on land transport revenue for 2020/21. Actual land 
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transport revenue has been higher than forecast, and therefore surplus funding is 

available from this package of funding. Table 4 presents the forecast surplus. 

Table 4: Approved COVID-19 funding initiatives and forecast surpluses 

 
Initiative 19/20 $m 

(actual) 
20/21 $m 
(forecast) 

Total 
forecast 
$m 

Total 
approved 
$m 

Forecast 
surplus 
$m 

Operating 

COVID-19 – NLTF 
Operating Cost Pressure 
and Revenue Shortfall 
Funding 

- 488.700 488.700 740.700 252.000 

Capital 

COVID-19 – NLTF 
Borrowing Facility 

125.000 200.000 325.000 425.000 100.000 

COVID-19 – NLTF 
Capital Cost Pressure 
Funding 

- - - 19.000 19.000 

Equity Injection to Waka 
Kotahi 

- 126.000 135.000 135.000 9.000 

Total 125.000 814.700 948.700 1,319.700 380.000 

 The forecast is based on the assumption that New Zealand remains at alert level 1 for 

the remainder of 2020/21. 

 The Ministry recommends that you signal around $250 million forecast underspend in 

your letter to the Minister of Finance on 29 January. This excludes the $100 million 

loans surplus as these do not impact Budget allowances, and also allows for a $30 

million contingency to mitigate the risk that New Zealand does not remain at alert 

level 1 for the remainder of 2020/21. 

 We also recommend that you seek for this surplus to be reprioritised to cover a 

portion of funding sought through Budget 2021, offsetting similar cost pressures in the 

first instance. 

 The second package of funding we reviewed as part of the COVID-19 response 

relates to funding approved to purchase core services from the CAA, Avsec, MNZ, 

and Waka Kotahi, that are no longer able to be cost recovered from third parties as a 

result of COVID-19. This funding was approved to 30 June 2021 and the status of this 

funding is presented in Table 5. 

Table 5: Approved COVID-19 revenue replacement facilities and forecast surpluses 

 
Agency 19/20 $m 

(actual) 
20/21 $m 
(forecast) 

Total 
forecast 
$m 

Total 
approved 
$m 

Forecast 
surplus 
$m 

Civil Aviation Authority - 20.500 20.500 44.000 23.500 

Maritime New Zealand - 6.927 6.927 40.200 33.273 

Aviation Security Service 13.000 87.800 100.800 152.400 51.600 

Waka Kotahi 8.229 - 8.229 60.000 51.771 

Total 21.229 115.227 136.456 1,319.700 160.144 

 As discussed from paragraph 5 above, CAA, Avsec, and MNZ are submitting Budget 

bids for further funding in 2021/22. We recommend that you signal the $160.144 

million forecast underspend in your letter to the Minister of Finance on 29 January, 
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but seek to carry forward and re-prioritise this funding to cover these bids, as 

recommended above. 

There are a number of other initiatives in Vote Transport that are being reviewed 

separately such as the New Zealand Upgrade Programme, and the Provincial Growth 

Fund that you will be provided separate advice on once those reviews are complete. 

There are significant cost escalations within the transport component of the 

New Zealand Upgrade Programme (NZUP). The Ministry is currently preparing advice 

recommending that projects are prioritised to fit within the Programme’s fixed $6.8 

billion capital envelope. 

We will also continue to review other initiatives such as the Housing Infrastructure 

Fund, Accelerated Regional State Highways, and Maintaining an Electric Locomotive 

Fleet to ensure these initiatives are delivering on the outcomes agreed to by Cabinet. 

We will report to you separately on this if the Ministry has any concerns. 

Parallel Cabinet papers seeking funding alongside Budget 2021 

The Ministry is progressing Cabinet papers alongside the Budget 2021 process 

seeking significant Crown funding. The Waka Kotahi Regulatory Funding Update 

seeks an additional $50.000 million. The Ministry is seeking this funding outside of the 

standard budget process as the confirmation date of final approval for budget bids in 

May 2021 creates significant uncertainty over the funding of Waka Kotahi’s regulatory 

function given the existing capital injections expire on 1 June 2021. 

Cabinet will be also asked to make separate decisions on the future of two COVID-19 

response programmes in the aviation sector – the International Airfreight Capacity 

Scheme and the Essential Transport Connectivity Scheme (which supports a number 

of domestic operators). These are being considered separately from Budget 

processes because if these schemes are to be continued in some form, additional 

funding will be required in the 2020/21 year. 

Next Steps 

We will seek your feedback on these proposed initiatives (summarised in Appendix 1) 

at the next Transport Officials Meeting on Tuesday 26 January. We can then 

incorporate your feedback before the Ministry submits initiatives to the Treasury on 

29 January. We will also prepare a letter for you to submit to the Minister of Finance 

outlining the transport initiatives. 
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BRIEFING 

11 March 2021 OC210192 

Hon Michael Wood Action required by: 

Minister of Transport  Monday, 15 March 2021 

BUDGET 2021 - IMPLICATIONS OF INITIAL TREASURY 

ASSESSMENTS 

Purpose 

Inform you of the Treasury’s initial assessment of Budget 2021 Vote Transport initiatives and 

the Ministry’s position on the implications of these initial assessments. 

Key points 

 The Treasury has provided the Ministry with initial assessments of Vote Transport

Budget 2021 initiatives to inform upcoming engagements with Climate Ministers and

the Minister of Finance. These assessments are subject to Ministerial decision

making and may be revised. Budget Ministers will have their third meeting in late

March 2021, where they will aim to broadly confirm the Budget 2021 package.

 We understand that the Climate Ministers meeting on 16 March 2021 will provide you

with an opportunity to discuss wider Vote Transport initiatives, alongside the Climate

Package. You may wish to seek further opportunities to influence the final Vote

Transport Budget Package or discuss it with the Minister of Finance.



. The assessment only supports funding

to implement the Clean Car Standard, and indicates more work needs to be done

before the other interventions are considered implementation-ready. 

 and funding is

required to progress work to ensure that the suite of interventions are developed and

implementation ready.

 Out of the eight initiatives within the Transport Climate Package, four are either

agreed or signalled by the Government: Clean Car Standard, Clean Car Discount,

Biofuels Mandate, and Decarbonisation of the public transport bus fleet. The

Enhanced Clean Car Discount is an initiative which would add to the effectiveness of

the Clean Car Discount.

 The remaining three initiatives require further work before they are ready for

implementation and therefore partial or contingent funding may be appropriate.

However, it is key that the initial funding is recommended as delaying action will make

it more difficult to meet our 2050 net zero target.

Withheld under 
section 9(2)(g)(i) 
of the Official 
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1982

Document 4

RELE
ASED U

NDER THE 

OFFIC
IAL I

NFORMATIO
N ACT



RELE
ASED U

NDER THE 

OFFIC
IAL I

NFORMATIO
N ACT



RELE
ASED U

NDER THE 

OFFIC
IAL I

NFORMATIO
N ACT



BUDGET SENSITIVE 

BUDGET SENSITIVE 

 Page 4 of 8 

BUDGET 2021 - IMPLICATIONS OF INITIAL TREASURY 

ASSESSMENTS 

The Treasury has provided its initial assessments of Vote Transport Budget 

2021 bids. 

The Treasury has provided its initial assessments of Vote Transport Budget initiatives 

to the Ministry of Transport (the Ministry) to inform upcoming opportunities to discuss 

these with the Minister and Associate Ministers of Finance.  

These initial assessments are the first stage of package formation. The Vote Team’s 

assessments feed into internal moderation and package formation processes within 

the Treasury, which then presents draft packages to the Minister of Finance and 

Budget Ministers for their consideration. 

We understand Budget Ministers will consider near-final packages in late March 

2021. Following consideration by Budget Ministers, packages will continue to change 

slightly until the final Budget package is agreed by Cabinet. As such, the draft Budget 

package may change several times over the rest of the Budget process and you may 

be able to influence this. 

You are attending a Climate Ministers’ Meeting on Tuesday, 16 March 2021, where 

you may be able to discuss these initial assessments. We understand this meeting 

will provide an opportunity to the wider Vote Transport package, not just the Climate 

Package. You may be able to request further opportunities to discuss Vote Transport 

Budget initiatives with Finance and Budget Ministers. 

Appendix One contains more detailed information regarding Vote Transport Budget 

initiatives, Treasury’s initial assessment, the Ministry’s position on the implications of 

the recommended funding amounts, and talking points for you to consider raising with 

the Minister of Finance.   

 

  

The Vote Team’s assessment only supports funding to implement the Clean Car Standard, 

and indicates more work needs to be done before the other interventions are considered 

implementation-ready.  

The Treasury’s assessment states that the key decision on the package is how 

quickly Ministers want to move to address transport emissions. The assessment also 

indicates concern at the implementation readiness of initiatives in the package, noting 

some initiatives are well developed and underpinned by strong evidence, while some 

are less developed. The Treasury recommends that the remaining components are 

deferred across the Government’s term to enable further policy and implementation 

work to be completed.  

Withheld 
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It is critical that liquidity funding is not scaled further. The additional funding requested 

on top of carry-forwards within the multi-year appropriation. It represents a relatively 

small call on Budget 2021 allowances ($20.7 million). Further scaling is likely to result 

in reductions in headcount, which would ultimately degrade capability and lead to 

significant regulatory, security, and safety risks across the sector. Reductions in 

headcount would result in upfront redundancy costs (which CAA has provided 

evidence of), negating any short-term savings.   

CAA/Avsec in particular have indicated that reductions in headcount are not 

consistent with supporting recovery from COVID-19, of which aviation recovery will be 

a critical and complex component.   

The appropriate time to consider ongoing Crown support from 2022/23 onwards is 

through a funding review, to be considered by Cabinet following a report-back in July 

2021.   

The Treasury has supported full capital funding for CAA/Avsec to proceed with 

Cabinet-agreed investments into an aviation security infrastructure upgrade and a 

new regulatory IT platform. There is effectively no scope to scale these amounts, 

given the need for CAA/Avsec to enter into contracts. Deferring the security 

infrastructure upgrade will create significant additional costs, as it is essentially an 

international requirement and will need to be funded at some stage.  
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and that all costs (including those to other parties and for road and rail assets) are 

being considered. We await the outcome of that process.  

The Ministry is still concerned about the robustness of cost estimates and whether the 

full transport costs for landside assets have been included. There is a risk that costs 

could be shifted into later years and continue to escalate. We also remain concerned 

about the potential competition aspects of the investment. We consider Ministers 

should seek advice on what the broader implications are of the Crown subsidising 

KiwiRail’s commercial position in the market from the Ministry of Business, 

Innovation, and Employment.  

KiwiRail has also put forward a scaling option for the rolling stock and mechanical 

depots bid. It brings the bid down from . The 

scaling option is based on moving  for the DF locomotives procurement 

into future budgets and removing a  foreign exchange contingency.   

Withheld 
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BRIEFING 

17 March 2021 OC210217 

Hon Michael Wood Action required by:

Minister of Transport  Wednesday, 17 March 2021 

BUDGET 2021 - ADDITIONAL INFORMATION ON KIWIRAIL BUDGET 

BIDS 

Purpose 

We understand that the Minister of Finance would like to discuss with you the Budget 2021 
KiwiRail bids. Your office asked for some further information to clarify the potential scaling 
options for the bids. 

Key points 

• We have worked with the Treasury and KiwiRail to clarify and confirm inconsistencies
in the scaling options of different pieces of advice being put to Ministers on the
Budget 2021 rail bids. Attached is an updated table noting the differences and the
Ministry’s recommended scaling option for each of the bids.

• We note that the inconsistencies in the scaling options relate to the rolling stock,
mechanical depots, and the investment in resilient and reliable core assets. The
changes were a result of KiwiRail putting forward further advice on scaling options at
its meeting with you on 8 March 2021. These options differed from the original scaling
options in the bids as submitted to the Treasury.

• KiwiRail has undertaken further work to provide Ministers with scaling options of the
bids. The revised scaling options provided by KiwiRail are based on a better
understanding of its costs and the implications of scaling.

• Based on the further discussions we recommend the following scaling options are
considered:

o Future of Rail - Crown contribution to the National Land Transport Fund

to fund the rail network investment programme ($771.8m operating

funding as originally sought) – No scaling. Any scaling below the funding
sought will not meet the Government’s commitment to a resilient and reliable
rail network.

o Future of Rail - Rolling Stock and Mechanical Depots (  capital

funding originally sought) – support scaling of 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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operating funding that extends into out-years as requested. This means that ongoing 
baseline funding for the rail network will not be committed.  

 
 The Future of 

Rail did not intend for the NLTF to become the sole funding source for the rail 
network.  

 
 This is likely to require increases in Road User Charge and Fuel 

Excise Duty or significant reprioritisation for other land transport activities.   

The proposed funding is based on developing a detailed long-term asset 
management programme for KiwiRail to address a backlog of renewal work and 
achieve a resilient and reliable rail network. Further information will be provided on 
the programme as part of the Minister of Transport’s approval of the RNIP, in 
consultation with Shareholding Ministers. We would recommend that any funding is 
contingent on the Minister approving the RNIP.  

The Ministry is aware that KiwiRail is scaling up its capability and capacity to deliver 
the increased rail network investment. It has invested in new asset management 
capability and capacity to develop and deliver an improved network programme 
overtime, and improve its transparency. The Ministry will also work with KiwiRail to 
put in place a new monitoring approach across the resilient and reliable rail 
programmes, modelled on the New Zealand Upgrade Programme approach. This will 
help test and track any issues with delivery of the resilient and reliable scenario 
overtime. 

In March, KiwiRail put forward a proposal to scale the bid down to zero for the Budget 
2021 allowance by charging the funding against future Budget allowances instead. 
This is not common practice and, depending on the nature of the pre-commitment, 
may commit future Governments and constrain trade-offs. Conversely, it may also 
actually provide less real funding certainty than appropriating funding into baselines 
and out-years on an ongoing basis through Budget 2021. 

However, the Ministry can see merit in considering this further given the long-term 
commitment that the RNIP represents. It would remove the three-year impact on 
Budget 2021 by spreading the impact across future Budgets. This recognises the 
ongoing commitment to deliver transport investments by providing infrastructure 
pipeline certainty for the below rail network (as the above rail operation will become 
self-sustaining in the medium term). You may wish to discuss this with the Minister of 
Finance.  

If Ministers are concerned with the impact on Budget allowances, an alternative 
approach could be to provide a lower level of overall funding through Budget 2021, 
including out-years. KiwiRail would then need to seek additional operating funding in 
future Budgets. This would support a long-term funding approach for the rail network, 
but spread the impact on Budget allowances.  

This approach is likely to create significant uncertainty for KiwiRail in the short-term. It 
will impact on KiwiRail’s ability to commit to scaling-up its delivery of its maintenance 
and renewal programme, and achieving the Government’s outcomes for the network. 
KiwiRail will be unable to scale up its workforce if only short-term funding at a lower 
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level is committed. It will also creates difficulties with signing off a 3 year RNIP by 1 
July 2021. KiwiRail does not support this option.  

If Ministers wish to pursue this option, we recommend you direct the Ministry and 
Treasury to work with KiwiRail to develop revised funding options that continue into 
out-years and report back to you. 
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