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BRIEFING 

28 April 2021 OC210353 

Hon Michael Wood Action required by:

Minister of Transport Thursday, 29 April 2021

THE NEW ZEALAND UPGRADE PROGRAMME — FURTHER

INFORMATION ON THE ASSESSMENT OF OPTIONS

Purpose 

Provides further information regarding our prioritisation assessment of the transport

component of the New Zealand Upgrade Programme (the Programme), in esponse to your

request. This paper follows on from joint Treasury and Ministry briefing The New Zealand 

Upgrade Programme – Baseline Update and Detailed Programme Options 

(OC210276/T2021/1002 refers).

Key points 

 The Treasury/Ministry’s (Officials’) approach to prioritisation of the Programme differed

from that of Waka Kotahi The attached A3 shows project-level differences in proposed

approaches, and the briefing outlines programme level considerations.

 The Ministry and Treasury approach:

o cons ders several assessment approaches and the views of Waka Kotahi,

KiwiRail and the Ministry of Housing and Urban Development

o reflects previous consultation with Auckland Local Government Agencies

around Drury investment

o considers the Government’s strategic priorities (balancing the Government’s

commitment to reduce emissions with enabling other priority Government

outcomes, such as enabling increased housing supply and fiscal stimulus)

o retains $1 billion over and above project-level contingency to manage any

future cost and scope increase risks

o takes a conservative approach towards risk, with the highest priority projects

proposed for delivery immediately, and lower priorities being progressed

through to design, but only proposed for delivery if there is sufficient funding

across the Programme.

 Waka Kotahi’s view:

o proposes the same as Officials’ approach for the Priority 1 initiatives
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THE NEW ZEALAND UPGRADE PROGRAMME - FURTHER 

INFORMATION ON THE ASSESSMENT OF OPTIONS 

Background 

1. To help support the viability and affordability of the transport components of the

New Zealand Upgrade Programme (the Programme), we provided preliminary advice

on prioritising projects within the fixed funding envelope (OC210055/T2021/630 refers).

2. You agreed in-principle to support the continued delivery of:

a. five committed projects forecast to cost $2.1–$2.3 billion that are already being

constructed, or are about to commence with procurement or construction

b. ten smaller-scale projects, forecast to cost $375–$490 million, which will provide

direct economic benefits whilst benefitting a range of communities across

New Zealand.

3. You also indicated that the Programme should be prioritised with consideration to

transit-oriented housing outcomes and emissions reduction.

4. In March 2021, the Ministry prioritised across the Programme with the Treasury, the

Ministry of Housing and Urban Development, and delivery agencies, to assess

individual projects against your priority outcomes for the Programme

(OC210276/T2021/1002 refers).

5. On 19 April 2021, you reques ed further information on the prioritisation assessment

and differences between Officials’ and Waka Kotahi’s advice.

Officials considered a range of Government objectives and considered the 

views of multiple agencies.  

6. Officials’ approach to prioritisation involved considering several assessment

approaches and the views of Waka Kotahi, KiwiRail, and the Ministry of Housing and

Urban Development. Official’s adv ce also reflected consultation with Auckland Local

Government Agencies around Drury investment (separately we are undertaking further

work on the southern growth area with a particular focus on Mill Road).

7. Waka Kotahi’s advice was a critical input into this process and we consulted closely

with them. We have presented Waka Kotahi’s views throughout this paper.

8. Prioritisation involved considering the findings of several assessment approaches,

including the baseline assessment and the delivery agencies’ own assessment of

project benefits. An important part of the assessment was considering the imperative to

reduce emissions against other outcomes, such as increasing housing supply and

addressing transport network issues and improvements.

9. Road and rail projects that support housing growth may raise emissions from current

levels. Road projects may increase vehicle capacity and increase vehicle kilometres
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travelled (VKT) depending on the length of a new, widened or otherwise improved 

road. In turn, emissions rise in step with VKT.  

10. Ignoring any improvement in vehicle fuel efficiency, emissions could fall in the long 

term relative to a counterfactual of increased congestion on existing road links, if 

housing development was to proceed without upgraded road and rail.  

11. Alternatively, emissions could fall in the long-term if rail and road links lead to mode 

shift, from road to public transport, relative to a counterfactual of housing growth 

without upgraded road and rail.  

12. It is only in the very long term (20-30 years) that there is the potential for absolute 

emissions to decline. Emissions will fall once the fuel efficiency of the vehicle fleet 

increases sufficiently to outweigh the increase in VKT. 

13. Officials consider there are limited opportunities for emissions reduction in the 

Programme. However, it is possible to prioritise a mix of projects and scope choices in 

the remainder of the Programme that may mitigate potential emissions when compared 

to other choices within the fixed budget constraint  As a result of integrating these 

factors, rail projects (including additional potential scope options) were ranked highly. 

14. This resulted in a way forward for the Programme that prioritises the transport projects 

into four categories using the best available information, while managing the 

Programme risks and uncertainties to the Crown and Joint Ministers: 

 Priority 1: 18 projects can be prioritised for delivery as they have previously 

been agreed in principle by Joint Ministers, are geographically spread, and 

have a higher certainty and a lower cost risk to the overall Programme 

 Priority 2  three projects could also be prioritised as they are likely to 

represent higher value for money and align with your priorities for transit-

oriented housing developments while potentially resulting in less emissions 

than other Programme configurations 

 Priority 3: two projects align with your priorities, but do not necessarily 

represent value for money from the information available through re-

ba elining, and further in ormation and work is required before you make a 

decision to commit to their delivery 

 Priority 4: five projects are high risk with high uncertainty around expected 

outcomes, value for money, and scope, so any decision to deliver or 

implement should be deferred until further funding or delivery options are 

available. 

15. These priority categories incorporate Programme-wide considerations, and groupings 

take into account a prudent approach to incorporating contingency within the budget 

constraint. 

16. As per earlier advice, KiwiRail’s preference is for the additional rail scope options to be 

funded within the programme. This includes Drury West Station ($135m at P95) and 

supplementary works for Wiri to Quay Park, Papakura to Pukekohe, Wellington Station 

Entry and Wairarapa Line (total $164m at P95).  
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Waka Kotahi’s view regarding prioritisation 

17. Waka Kotahi has recommended a prioritised scenario for delivery within the $6.8 billion 

investment.  This includes some projects delivered in full, some taken to route 

protection only and some partially delivered. 

18. Waka Kotahi’s recommended prioritisation: 

 is consistent with Official’s recommendations for Priority 1 initiatives;   

 provides funding for South Auckland as per the Drury Investment Options 

advice provided to the Minister on 1 April 2021 (ref OC210055);   

 delivers a further four projects in full and one in part; and, 

 allows for work to continue on all remaining projects to at least a logical defined 

milestone, which will provide Ministers with the option to continue to the 

construction phase, subject to the availability of additional funding in the future. 

19. This scenario delivers against a range of outcomes, with investment in Northland, 

Auckland, Waikato/Bay of Plenty, Wellington, Canterbury and Queenstown, supporting 

the drive to stimulate the economy. 

20. The Waka Kotahi costs for the above scenario are based on a P50 (expected) cost 

estimate.  To ensure funding fo  KiwiRail projects in their scenario, Waka Kotahi used 

P95 cost estimates for the six KiwiRail projects in the original programme scope.  Waka 

Kotahi did not include or assess funding for any additional KiwiRail scope items.   

There are options for management of contingency that have different benefits 

and risks 

21. A key point of difference between Officials’ and Waka Kotahi’s approach is the use of 

P95 and P50 cost estimates  Waka Kotahi’s recommended programme incorporates 

(lower) P50 estimates for Waka Kotahi projects, whereas officials have recommended 

use o  P95 estimates.  

22  Waka Kotahi has advised that the level of contingency in the P50 and P95 cost 

estimates is varied across projects, reflecting differing levels of risk.  

23. However, given the remaining uncertainty and risk for the majority of these projects, we 

consider there is a high risk that the costs for the prioritised projects will increase over 

time, despite adopting the high cost estimates. 

24. Officials recommend 15 percent ($1 billion) of the Programme funding be retained as 

Programme contingency to be held by the Ministry in its Crown appropriations to 

manage the risk in delivering the 23 projects in Priority 1, 2 or 3.  

25. If you agree for the 23 projects to be prioritised in the Programme, and for 15 percent 

to be retained as programme contingency, this leaves a remaining funding allocation of 

$166 million to $1010 million. 
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Waka Kotahi’s view 

26. Waka Kotahi agrees with and is proposing to implement programme level contingency. 

The key difference is the scale of the programme contingency, where Waka Kotahi is 

proposing to draw this from the P50 contingency allocation (as opposed to Officials’ 

proposal to add additional contingency over the P95 estimate). 

27. Waka Kotahi notes there are other risks that should be considered with respect to 

prioritising fewer projects and holding a greater level of contingency. These include 

having a significant underspend and reduced outcomes later in the programme, 

negative impact on community and stakeholder relationships, increased project costs 

due to longer project timeframes, and industry and Waka Kotahi resourcing uncertainty. 

28. Waka Kotahi’s has stated that its preferred approach to prioritisation includes 

continuing to manage the programme in a dynamic way, e.g  transparent decisions, 

significant thresholds and contingency management protocols for the programme, to 

enable the delivery of the agreed outcomes within the allocated budget. 

You can enable the remaining projects to have greater levels of readiness 

should additional funding become available 

29. To enable lower priority to have greater levels of read ness should additional funding or 

delivery options become available, we recommend projects are allowed to reach 

decision stage gates now, such as completion of business cases, regardless of 

whether they remain part of the Programme. This would present a relatively low cost 

risk to the Programme  

30. Waka Kotahi recommends taking projects beyond Detailed Business Case stage to at 

least route protection, which provides a greater level of readiness should funding 

become available. This option also provides great certainty of cost and certainty for 

communities and stakeholders  
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