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16 April 2021 OC210276

T2021/1002

Hon Grant Robertson Action required by:

Minister of Finance Wednesday 21 April 2021

Hon Michael Wood 

Minister of Transport 

The New Zealand Upgrade Programme - Baseline Update and Detailed 

Programme Options

Purpose 

This paper advises on: 

 assessment of Waka Kotahi NZ Transpor Agency and KiwiRail’s (the delivery

agencies’) baselining information for the transport component of the New Zealand

Upgrade Programme (the Programme)

 how the Programme may be re-prioritised within the $6.8 billion funding envelope,

based on the standards of the baseline information and your indicated key outcomes

 steps you can take to move delivery of the Programme forward while increasing

Programme certainty and managing residual risks.

Key points 

 In December 2019, Budget Ministers confirmed a $6.8 billion funding envelope for

transport projects under the New Zealand Upgrade Programme (the Programme) and

in January 2020, 26 transport projects were announced at an estimated cost of

$6.706 billion, with the remaining $0.094 billion held as contingency. This contingency

was later reduced to $0.042 billion through the Establishment Reports.

 As part of the Programme, Joint Ministers asked the Ministry of Transport (the

Ministry) and Treasury officials to establish appropriate monitoring arrangements over

the Programme, modelled on the approach used for the rebuild of road and rail in

Kaikōura.

 The Oversight Group’s (the OSG) assessment of the Programme, at its initial meeting

in August 2020, was that there was significant risk and uncertainty for delivering the
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full Programme. Working alongside delivery agencies, the OSG’s independent 

advisors undertook a baselining exercise to seek better information on what was 

being delivered, when, and for how much. 

 It is important to note the constrained timeframes under which the information has

been prepared, and the challenges this has created for delivery agencies means

there is still work to complete on some projects. This has also impacted on our

confidence assessment across the Programme. These limitations need to be

balanced against our obligations to advise you of risks.

 Through the baselining exercise, significant cost increases and uncer ainty has been

identified across the Programme, which means the current Programme cannot be

fully delivered within the fixed funding envelope of $6.8 billion. Officials also

understand that forecast cost estimates have also changed for some projects since

the baseline. As we have not had the opportunity to engage w h the latest

information, the cost estimates in this paper are derived from the baseline material.

 To help support the viability and affordability of the Programme, officials provided

preliminary advice on prioritising projects within the fixed funding envelope. You

indicated that the Programme should be prioritised with considera ion to transit-

oriented housing outcomes and emissions eduction.

 The Ministry has undertaken a prioritisation across the Programme with officials from

the Treasury, the Ministry of Housing and Urban Development, and delivery agencies,

to assess individual projects aga nst your p iority outcomes for the Programme.

 There may be limited opportunities for emissions reduction, but we consider 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 budget constraint. It is important to weigh the imperative to reduce

emissions against other outcomes, such as increasing housing supply. To a certain

extent, the potential for emissions mitigation or reduction is constrained by land-use

decisions, such as greenfield developments in Drury.

 The prioritisation exercise has involved integrating the findings of several assessment

approaches. Using the baseline information, and in accordance with your Programme

priorities, fficials have categorised projects into the following priorities:

o 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

o 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

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

represent value for money from the information available through re-

baselining, and further information and work is required before you make a

decision to commit to their delivery
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o 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.

 If you agree to our recommended approach, we will work with the delivery agencies to

give effect to the prioritised Programme by establishing revised project budgets,

utilise a programme level contingency, ensure an appropriate set of project decision-

making processes across the Programme, and retain independent monitoring and

assurance through the OSG.

Note that this briefing has been prepared under time constraints, and further work will

be required over the coming weeks to further establish confidence in the Programme.

    •
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Recommendations 

We recommend you:  

Minister of 

Finance 

Minister of 

Transport 

1 note that our assessment of baseline information of the 
transport component of the New Zealand Upgrade 
Programme (the Programme) has provided a better 
understanding of project costs, but has identified a number of 
significant risks and uncertainties 

2 note that officials have assessed the individual projects using 
the baseline information, and your priorities for the 
Programme (transit-oriented housing development, and 
emissions reduction) 

3 note that some projects contribute to housing outcomes but 
there are limited opportunities for emissions reduction and 
mitigation across the Programme 

4 note that some projects will still be required t  achieve safety, 
resilience, congestion and freight benefits  and could be 
scaled or staged to potentially reduce heir impact on 
emissions 

5 agree for Waka Kotahi NZ Transport Agency and KiwiRail to 
investigate Programme projects to account for likely impacts 
of induced traffic and resulting increases in emissions 

Yes / No Yes / No 

6 agree that individua  projects are allocated a revised budget 
based on the upper range of the latest forecast cost estimate 
as indicated in the baseline info mation 

Yes / No Yes / No 

7 agree to prioritise the delivery of 18 Priority 1 projects, with a 
total budget of $3.0 billion, on the basis that some of these 
were agreed in-principle previously, are geographically 
spread, and provide a forward pipeline of work for the sector 

Yes / No Yes / No 

8 agree to prioritise the delivery of the additional scope options 
for KiwiRail, with a forecast cost estimate of $132 to $164 
million, on the basis that these scope options are relatively low 
cost and low risk so will not have a significant impact on the 
wider Programme 

Yes / No Yes / No 

9 agree to prioritise the delivery of three Priority 2 projects 
with a total budget of $1.1 billion, on the basis that these best 
align with your Programme priorities for housing benefits and 
achieving transport outcomes while potentially resulting in less 
emissions than other projects, and are likely to represent 
value for money 

Yes / No Yes / No 

10 agree that Waka Kotahi NZ Transport Agency and KiwiRail 
can continue to investigate two Priority 3 projects, with a 
total budget of $1.4 billion, but a decision to prioritise and 

Yes / No Yes / No 
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11 Yes / No Yes / No 

12 Yes / No Yes / No 

13 Yes / No Yes / No 

14 Yes / No Yes / No 

15 Yes / No Yes / No 

16 Yes / No Yes / No 

David Taylor 
Manager, National Infrastructure Unit 

The Treasury 

16 / 04 / 2021 

Bryn Gandy 
Deputy Chief Executive, System 
Strategy and Investment 

Ministry of Transport 

16 / 04 / 2021 

Hon Grant Robertson 
Minister of Finance 

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

Hon Minister Wood 
Minister of Transport 

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

deliver these projects is subject to a decision on scope, cost 
and timeframe by Joint Ministers 

agree that Waka Kotahi NZ Transport Agency and KiwiRail 
can continue to investigate five Priority 4 projects up to 
detailed business case stage but any decision to prioritise and 
commit additional funding to these projects depends on 
project-specific advice to Joint Ministers and adequate funding 
being available 

agree to set aside 15 percent (or $1 billion) of programme 
contingency to cover unforeseen cost increases within the 
Programme, or to be used to deliver Priority 4 projects if Joint 
Ministers agree 

agree that Waka Kotahi NZ Transport Agency and KiwiRail 
may investigate other projects that may better align with your 
Programme priorities of housing and emissions reduc ion, and 
propose that these projects to be funded from the Programme 

agree that, to support the Programme’s viability and 
affordability within the fixed funding envelope of $6.8 billion, 
the conditions in Appendix 4 apply to Waka Kotahi NZ 
Transport Agency and KiwiRail 

direct Ministry of Transport and Treasury officials to 
investigate amending the delegations to Waka Kotahi NZ 
Transport Agency and KiwiRail to reflect the decisions above 

note that Ministry of Transport and Treasury officials and the 
New Zealand Upgrade Programme Oversight Group will report 
back to the Minister of Finance and the Minister of Transport 
on the monitoring and oversight arrangements of the New 
Zealand Upgrade Programme in light of the above decisions 
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The New Zealand Upgrade Programme - Baseline Update and Detailed 

Programme Options 

Background 

Original decisions 

In November 2019, Cabinet authorised Budget Ministers to take decisions on the final 

details of the New Zealand Upgrade Programme [CAB-19-MIN-0572 refers]. 

Subsequently, in December 2019, Budget Ministers confirmed $6 8 billion for 

transport projects under the New Zealand Upgrade Programme (the Programme) and 

authorised the Minister of Finance and the Minister of Transport (Joint Ministers) to 

take decisions on the final details of the projects. 

In January 2020, the 26 transport projects were announced t an estimated cost of 

$6.706 billion, with the remaining $0.094 billion being held as contingency 

(OC191303 / T2019/4158 refers). At the time, we advised that the projects were at 

various stages of development, there were varying levels of confidence in the cost 

estimates, and that the contingency was very small for a programme of this scale. 

Monitoring and oversight of Programme delivery 

Joint Ministers asked the Ministry of Transport (the M nistry) and Treasury officials to 

establish appropriate monitoring arrangements for the Programme  modelled on the 

approach used for the rebuild of road and rail in Kaikōura. 

This is a light touch, high trust approach, where: 

 the New Zealand Upgrade Programme Overs ght Group (the OSG) receives

Waka Kotahi NZ Transport Agency and KiwiRail’s (the delivery agencies) own

repo ting

 receives supporting information, which delivery agencies should produce

through their own established processes and systems

 asks questions about how the delivery agencies have made project decisions,

and interpreted available information

 provides a report to Joint Ministers after consultation and comment from

delivery agencies

This approach relies on the Programme’s projects having a robust baseline while also 

acknowledging the early stages of some projects. This baseline should set out the 

intended shape and benefits from each project (the scope), costs and schedule, along 

with quantified and unquantified risks. This information is also required by the delivery 

agencies to manage project delivery. 

Baselining the Programme commissioned to provide a stronger understanding of projects 

The OSG’s assessment at its initial meeting in August 2020 was that even though 

delivery agencies had indicated confidence in delivery of the Programme, the June 

2020 Establishment Reports did not provide a solid foundation for Programme 
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delivery of the full Programme. This was particularly the case for early stage (or pre-

business case stage) projects. The initial OSG assessment was that there was a $1.7 

billion shortfall in the Programme. A baselining exercise was commissioned to seek 

better information on what was being delivered, when, and for how much. 

This baseline process is separate from the Programme’s OSG monitoring process. 

However, it is necessary for Joint Ministers and the delivery agencies to understand 

what is possible within the Programme’s fixed funding envelope of $6.8 billion, and for 

all parties to be able to monitor Programme delivery. 

Officials have asked the OSG to oversee the process, and we have used the 

experience of the external OSG members as a way to ensure the assessments made 

are realistic and pragmatic. This advice is purchase advice, and separate from the 

Ministry and Treasury’s responsibilities for monitoring entity performance and use of 

Crown funds, respectively. 

Significant forecast cost increases have occurred across the Programme 

Through the baselining exercise, significant cost increases and uncertainty have been 

identified across the Programme. Officials consider that the Programme as 

announced cannot be fully delivered within the fixed funding envelope of $6.8 billion 

(OC210055/T2021/630 refers). 

To help support the viability and affordability of the Programme, off cials provided 

preliminary advice on prioritising projects within the $6.8 billion fixed funding 

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

 five committed projects forecast to cost $2.1 billion to $2.3 billion that are

already being constructed, or are about to commence with procurement or

construction

 ten smaller-scale projects  forecast to cost $375 million to $490 million, which

will provide direct economic benefits whilst benefitting a range of communities

across New Zealand

You also indicated that the remainder of the projects in the Programme should be 

prioritised with consideration to alignment with housing outcomes and emissions 

reduction.  

It is important to note that there are limited opportunities through the Programme to 

reduce total emissions from the transport network. However, choices can be made to 

prioritise particular projects or to progress with scope choices (or changes to options) 

that may result in less emissions than other projects. 

Baselining assessment 

We have been working closely with Waka Kotahi and KiwiRail to assess their 

baseline information. Officials will be able to provide a RAG assessment of the 

individual projects’ baselining information if requested by Joint Ministers, as they are 

1 The forecast cost estimate for Takitimu North Link Stage 1 has increased from $650 to $750 million 
(OC210055/T2021/630 refers) to $680 to $760 million. 
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being reconciled with the delivery agencies’ own assessments, and are undergoing a 

QA process.  

The baseline assessment was prepared under significant time pressures. There was 

limited time to develop, share and review all the available information. Additional 

information sharing and review is underway and will likely impact the below findings. 

The assessment reflects the OSG’s and independent advisors’ review of information 

provided to date. We have not carried out assurance of the underlying or technical 

information, except to consider whether it is consistent with good process. 

Delivery agencies have also rated their own respective confidence in the baselining 

information provided. 

Overall, our assessment is that significant risk and uncertainty remains across the 

Programme. This will reduce over time as projects reach particular stage gates. 

However, for around $5.5 billion of projects, a preferred option (which includes the 

preferred route, alignment, form, function, design and level of resilience  has not yet 

been selected or a business case completed by he delivery agencies, their Boards 

and their partners. There has also been no quantified risk adjustment to account for 

this uncertainty. 

The baselines of early-stage projects in particular will develop further through the 

programme, and officials’ assessment is to assist you with deciding appropriate 

purchase arrangements at this stage, not to indicate pass / fail. The delivery agencies 

are carrying out further work to improve the quality of information, but Ministers will 

likely need to make choices based on the information available.  

Several themes are apparent in ou  assessment of baseline information 

Appendix 1 provides you with a more detailed summary of the delivery agencies’ 

approach t  baselining, common themes, and project examples that provide further 

context behind the baseline assessment   

Through its assessment, the OSG and its advisors have identified a number of issues 

and inconsistences across the baseline information. In particular, there are issues 

relating to scope and cost:   

 All projects should have a clear connection between benefits, scope of the

option to deliver these benefits, and a schedule and cost to deliver the project

over time. For early-stage projects (for example, projects in a business case

stage), these will have less developed project detail on costs, schedule, risks

and contingency.  For projects closer to delivery, there should be higher

confidence in the ultimate cost, due to the increased level of design, technical

work and fewer scope decisions that need to be made.

o For example, Takitimu North Link Stage 1 is materially further progressed

with alignment confirmed design developed, limited remaining scope

uncertainty, tendered prices to support cost estimate, assurance (scope

and cost) and more detailed risk analysis / management.

o Others are at earlier stages of development, such as Whangarei to Port

Marsden which has yet to have its alignment confirmed within the circa
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300m wide corridor limiting opportunity to undertake detailed 

investigations into ground conditions, develop designs, understand 

property requirements and identify impacted 3rd parties / utilities among 

other things. 

 Several projects still have unclear benefits and scope. Waka Kotahi’s work has

focused on developing deliverable options for the identified project, influenced

by a changing policy, standards and compliance environment. Without

reassessing the scale of the option development against the benefits, here are

questions around value for money and whether its cost remains proportionate to

the outcomes and benefits the project will deliver.

 From the information available, there are no projects where there is clarity on all

of benefits, scope, cost and schedule information, and where there is integration

between these aspects in the baseline information p ovided  For projects where

scope is clearer, key information showing how scope is linked through to cost

and schedule was not available.

 Cost and contingency have been estimated differently for different projects. Of

the 26 projects, six projects have completed Quantitative Risk Assessments

(QRA), and five projects have completed external assurance of the cost

estimates. These assurance measures are an important source of confidence.

Cost increases are widespread across the Programme. 

 21 of the 26 projects are now forecast to cost more than their funding

allocations.

 Contingency (both project and funding risk), which is included in individual

project forecast cost estimates to account for project risk and uncertainty, is

currently est mated at $3 billion across all projects. The issues identified with

scope and costings mean that some risks are not accounted for in the project

contingency.

 Cost and con ingency have been estimated in an inconsistent way across the

programme, with just seven projects having completed Quantitative Risk

Assessments (QRA), and only nine projects having completed external

assurance of the cost estimates. These assurance measures are an important

source of confidence.

 We have concerns that P50 and P95 contingency estimates are being

presented as robust, probabilistic estimates that have undergone consistent

QRA processes in accordance with internal standards and guidance.

 Often a deterministic approach is used to estimate contingency, with an uplift

reflecting management judgement. It is not always clear how these percentage

uplifts have been estimated. The value of probabilistic estimates is that they are

resilient to change and preserve options within a project as events arise. A

deterministic estimate does not provide this certainty. A less than expected

event may require the project to be substantially re-costed.2

2 Probabilistic methods use advanced techniques to model a spectrum of risk likelihood and impacts, providing a more accurate 
estimate range for contingency and costs. This is required for all projects over $50 million. Deterministic estimates use a generic 
percentage uplift 
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As a result of our baselining assessment, we have used a RAG rating approach to 

show our confidence in the delivery agencies’ baselining information:  

 Green / low risk and uncertainty: Projects are prioritised and subject to

existing oversight and assurance arrangements, such as ongoing monitoring

through the OSG and gateway reviews. One project has been rated as Green.

 Amber / medium risk and uncertainty: Projects are prioritised and subject to

certain parameters (dependent on project specific baseline issues) and on the

condition that this information is provided within a specified time period  11

projects have been rated as Amber.

 Red / high risk and uncertainty: Projects progress to the end of the current

phase before confirmation of prioritisation to further increase certainty, and to

identify and estimate risks. 12 projects have been ra ed as Red.

Overall, confidence in the baselining information is much lower than would be 

expected from the Crown’s normal capital management process, e.g. the point at 

which a typical project proceeds from a detailed business case o pre-implementation. 

Alongside re-prioritising the Programme to fit within budget constraints, officials’ 

advice is that your purchase arrangements for the Programme should include more of 

the Crown’s usual steps for managing risk. These include the Treasury Gateway 

Process, holding a contingency  and having reasonab e stage gates for projects and 

continued oversight and assu ance   

We have suggested an approach to doing this in paragraphs 70 - 87 below, including 

establishing revised project budgets, utilising a programme level contingency, 

ensuring an appropriate set of project decision-making processes, and retaining 

independent monitoring and assurance through the OSG.  

Officials wil  also report back on how monitoring and oversight arrangements can 

remain right-sized for the Programme. 

Prioritising the Programme 

The Ministry has prioritised the Programme to assess the individual projects against 

your priority outcomes for the Programme. This has involved integrating the findings 

of several assessment approaches. 

Delivery agencies have provided some information on project benefits, including 

transit-oriented housing development and emission impacts, although the quality and 

depth of this information is variable. They have also completed internal prioritisation 

exercises, ranking projects against priority outcomes (housing and emission impacts), 

as well as transport outcomes. 

We understand Waka Kotahi have also provided advice that may differ from the 

prioritisation outcomes set out in this paper (BRI-2158). As we have not had the 

opportunity to engage with this advice in the development of this paper, officials are 

able to provide further advice to Ministers on any differences if required. 
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In addition to this, the Ministry has re-assessed project benefits using its policy 

appraisal tool to identify benefits and impacts of each project. Appendix 3 provides 

further detail of our prioritisation assessment across the Programme. 

The Chief Science Advisor to the Ministry of Transport has viewed the internal 

rankings provided by the delivery agencies, and raised questions regarding how the 

emissions impacts of some of the roading projects have been described. 

We have considered this information, and a range of system considerations such as 

the mix of rail and roading projects that balance housing and emissions objectives, to 

help inform our prioritisation across the Programme. Our confidence in the baseline 

cost as well as understanding of value for money have helped to inform this work. 

There are several important limitations to consider: 

 in many cases, detailed benefit information is not available for project stages or

sub-scopes

 up-to-date benefit cost ratios (BCRs) and the analysis and da a underlying

these BCRs is not consistently available ac oss the Programme

Given these limitations, we have been unable to fully assess the individual projects in 

line with your Programme priorities. However, officials’ have proposed 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: 

 Priority 1: Projects that are likely to represent value for money, have

commenced with procurement or c nstruction, or are about to commence with

construction, and have a higher certainty and lower cost risk to the overall

Programme.

 Priority 2: Projects that could represent value for money, align with your

priorit es for housing benefits and achieving transport outcomes, and potentially

resulting in less emissions than other projects. However, these projects have

medium certainty and further information is required to provide greater

confidence in delivery.

 Priority 3: Projects that align with your priorities but do not necessarily

represent value for money from the information available through re-baselining.

Critical decisions are required before Joint Ministers are able to commit to

construction or delivery.

 Priority 4: Projects that are high risk with high uncertainty around expected

outcomes, value for money, and scope. These projects could be progressed to

detailed business case stage to provide greater certainty, but any decision to

deliver or implement should be deferred until further funding or delivery options

are available.
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Priority 1: 18 projects can be delivered to support the delivery momentum of 

the Programme 

 We have identified 18 projects that: 

 have commenced with construction, or are about to commence with 

procurement or construction 

 have higher levels of certainty, or lower levels of cost risk 

 This includes the 15 projects we previously identified and you agreed to commit to in-

principle (OC210055 refers), and three additional KiwiRail rail projects. 

 Officials consider that the Wellington rail projects could also be progressed at 

relatively low cost risk as part of the prioritised Programme. This p ovides a forward 

pipeline of work for the sector, and would improve the safety, resilience and reliability 

of the rail network, and potentially enable mode shift and environmental benefits 

through an increase to public transport capacity. 

 We recommend prioritising with these 18 projects (as Priority 1), currently forecast to 

cost $2.7 to $3.0 billion, on the basis that th s would provide a forward pipeline of 

work for the sector. 

 Progressing with these projects would support del very momentum  provide some 

certainty in the construction pipeline, and allocate projects across New Zealand. 
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 Wiri to Quay Park: Bringing forward design, consenting and construction of the 

fourth main at Middlemore Hospital. This will help eliminate noise and 

construction disruption at the hospital. The capacity created by this option is for 

future proofing and aligns with the second decade of the Auckland Transport 

Alignment Project (ATAP). 

 Papakura to Pukekohe: Auto-Transformer System, Transpower switching, and 

Pukekohe Master Plan changes. These represent a better value proposition 

now than in the future, and for the Transpower switching, there is likely to be a 

requirement for this to occur sooner. 

 Wairarapa Rail Upgrades: Masterton Yard changes and improved stabling, 

and Carterton loop. For Masterton Yard, this would improve integration of freight 

train and passenger train operations at Masterton, which is mportant for future 

commuting and improves current safety. Proceeding with the Carterton Loop 

now represents value for money, compared to delaying. 

 Wellington Rail Improvements: East Yard Access and Freight Yard Track 

Reconfiguration. The East Yard Access Track Connection value for money if 

progressed now, rather than delayed  The Freight Yard Track will address about 

90 minutes of travel delays, which would be more disruptive if done at a later 

stage.  While the Freight Yard Track Reconfiguration is not immediately 

essential (and unlike the East Yard access works, there is no immediate safety 

benefits) as volumes increase  it will become increasingly necessary within the 

next decade, 

 Further detail on these additional scope options is included in Appendix 2. KiwiRail 

have advised these additional scope options (excluding the Drury rail stations) will 

provide for future proofing, rail safety, and increased capacity on the rail network, and 

are forecast to cost between $132 million to $164 million. 

 Officials consider these options can be prioritised within the Programme, as they align 

with your Programme pr orities to support housing growth and could potentially 

reduce emissions, and are relatively low cost and low risk so will not have a 

signif cant impact on the wider Programme. 

Options for the remaining $3.6 to $4.0 billion Programme allocation 

 If you agree to progress with the 18 projects that are small scale or close to 

procurement or construction described in Table 1 above (Priority 1 projects), and 

the additional scope options for rail projects, this leaves a remaining allocation of $3.6 

to $4.0 billion that could be prioritised to deliver the remaining Programme. 

 We have assessed the remaining projects against your priorities of housing and 

emissions reduction. Although there is scope to mitigate the impact on emissions 

through changes to the mix of projects and additional scope options within the budget 

constraint, choices to reduce emissions in an overall sense are constrained by the 

overall structure of the Programme. 

 Due to the limited availability of data on the emissions impacts of the Waka Kotahi 

sub-programme, our judgements are based on scale and various data and rankings 
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that is available. In addition, there is significant uncertainty about the exact nature of 

some of the projects, which affects our ability to meaningfully assess the impacts. 

 Even without detailed data, officials consider that the roading projects in the 

Programme may increase emissions through inducing additional vehicle kilometres 

travelled (VKT) on the transport network. Even so, all of the roading projects are 

otherwise credible network improvements that deliver some benefits against some 

priority transport outcomes, and will have some benefits in terms of enabling public 

transport. 

 Land use decisions such as the greenfields development in Drury will help to address 

housing growth challenges, but will also increase VKT and emissions as a result of 

their nature. As we have previously advised in Drury Options for Investment, it is 

possible to mitigate VKT to an extent by enabling transit-oriented development and 

prioritising the delivery of public transport options first, and enabling active modes of 

transport to access stations. Staging roading investment provides time for the uptake 

of active modes and public transport, and also allows time for wider policy 

interventions to take effect (e.g., private fleet decarbonisation and demand 

management). 

 Prioritising rail investment and scope choices that contribute to mode shift within the 

remaining budget constraint will help to op imise the remaining projects to achieve a 

pragmatic balance between supporting housing outcomes while manag ng emission 

impacts. This may require de-prioritising some of the roading projects that contribute 

less towards housing outcomes. 

Staging investment in South Auckland will help to balance your Programme priorities 

 The remaining Programme could be prioritised towards urban and housing benefits, 

concentrated around the new rail stations in Drury. 

 The South Auckland projects are higher priority than roading projects that primarily 

achieve transport outcomes  such as Penlink and Takitimu North Link Stage 2, where 

there is only limited opportunity for transit-oriented development. This approach is 

consistent with our previous advice to you regarding Drury Options for Investment 

OC210264 refers). 

  The Ministry of Housing and Urban Development (MHUD) have indicated that it 

considers the projects impacting the Drury and South Auckland areas are the priority 

from a housing perspective. These are: 

 SH1 Papakura to Drury South Stage 2 

 Drury rail stations, at Drury Central and Paerata 

 Mill Road northern section, and route protection of the full Mill Road corridor. 

 Officials consider there are staging options for some larger projects as indicated in 

our previous advice. Most notable of these are Mill Road and SH1 Papakura to Drury 

South. 
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Improvements to address safety and congestion issues in the northern end of Mill 

Road are regarded as high priority from a transport network perspective. These do 

not relate to housing outcomes in the area. 

Improvements to the remainder of Mill Road do not directly enable transit oriented 

development around Drury, and are not essential for planned developments to go 

ahead in the near term. A staged approach (described below) to the corridor is 

recommended. 

For any large scale growth to occur throughout the Drury/Opaheke area  Auckland 

Council, developers and Waka Kotahi consider that, over time, Mill Road in its entirety 

is required to provide access. The alternative is a large network of local collector 

roads which allow people access to developments. It is important to note that this 

larger growth area is not adjacent to the rail corridor, and it could be argued that 

alternative locations for development that can be well served by rail should be 

identified and prioritised. The counterfactual is that the wider growth area throughout 

Drury and Opaheke is not served by a strategic arte ial route. 

These projects could be staged for delivery alongside the housing growth expected in 

South Auckland. Officials have recommended to prioritise these p ojects across 

multiple decades in our previous advice (OC210264 refers). 

Progressing with officials’ proposed s aging for these three projects in South 

Auckland could be focused on connections to rail stat ons and other transit in 

Manukau and parts of Drury. This would help manage pressure on the Programme. 

This would enable more immediate proje ts in the Programme to proceed in the near 

term, and enable the business case, scope and designations for less developed 

projects in the Programme to be worked through. 

However, officials are aware of the MHUD’s support for all three stations immediately, 

and the analysis provided by KiwiRa l shows a clear benefit for investing in all three 

stations  If all three rail stations are to progress, and funding made available, the 

sequence above would only change to the extent Drury West is brought forward to 

the first decade  

Offic als recommend that the preferred option for Northern Pathway is assessed in the same 

manner as other projects in the Programme 

Waka Kotahi has provided a briefing regarding a new preferred option for the 

Northern Pathway. The new preferred option has an estimated P50 cost of $650 to 

$715 million, with a P95 of $715 to $785 million, significantly over the initial allocation 

of $360 million. The briefing notes that the indicative BCR of the preferred option is 

between 0.4 and 0.6, which is based on the benefits calculated in 2019.  

 

The briefing states that additional funding would be required to deliver the project. 

 

 

 Further, the OSG and 

officials have not had the available opportunity to appraise the projects’ baseline 

To maintain 
the free and 
frank 
expression 
of opinions
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Remaining stages of Mill 
Road 

$2,100 $2,550 detailed business 
case to support 
confidence in the 
Programme, but 
any further 
decision to 
construct or deliver 
the project is 
deferred until 
further funding or 
delivery options 
are available. 

Takitimu North Link Stage 
2 

$543 $627 

Whangarei to Port Marsden $1,233 $1,311 

Otaki to North of Levin $1,203 $1,501 

 If you agree to our prioritised list above, there are three projects (Priority 2) that 

could be staged for delivery. However, given the uncertainty and cost risk is medium, 

a greater level of oversight and assurance should be expected. 

 Three additional projects that could align with your Programme priorities for housing 

would need to be investigated further, with their scope, expected benefits, and 

forecast costs further defined before Joint Ministers  can commit to their delivery 

(Priority 3). 

 We understand that Waka Kotahi considers there is benefit in bringing the ‘Snodgrass 

extension’ from Takitimu North Link Stage 2 to Stage 1 (BRI-2108 refers). This is on 

the basis that it would eliminate the need for a temporary solution in Stage 2, and 

deliver a State Highway 2 tie in that is in a safer and more practical location. The 

costs associated with decons ructing the temporary solution when, or if Takitimu 

North Link Stage 2 progresses would also be eliminated. 

 While there may be benefit n doing this, we do not currently have information on the 

scope and cost implications of this scope change. As akitimu North Link Stage 2 is 

in Priority 4  we consider that including the extension in Stage 1 of the project will 

require a decision from Joint Ministers once forecast costs and scope is confirmed. 

All projects could be progressed to business case stages now at a minimal 

cost risk to the overall Programme 

 We previously recommended you could allow all projects in the Programme to reach 

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

whether they remain part of the Programme. 

 This could be funded from the existing Programme allocation, as it presents a 

relatively low cost risk to the overall Programme, and enable projects to have greater 

levels of readiness if additional funding or delivery options become available. 

 This would allow you to manage market expectations on the delivery of these 

projects, particularly with land owners and communities. A decision can then be made 

by Joint Ministers to confirm the delivery of these projects if the projects still align with 

Government priorities and further funding or delivery options become available. 
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Given the remaining issues in the Programme, we have suggested an approach 

that allows delivery to continue while managing the risks to Joint Ministers 

Given the residual issues and risks in the Programme, we have recommended an 

approach that allows delivery to continue but also manages the risks to Joint 

Ministers in a way that better reflects normal Crown practices. 

If you agree to our recommendations, we will work with the delivery agencies to give 

effect to the prioritised Programme by: 

Establishing revised project budgets 

Given the variability in costs to date, key scope decisions to be made and the limited 

information on both the process and resulting estimates, we recommend that you 

confirm your expectations for the funding allocated to each project in the Programme. 

This should be set equal to the upper limit of the forecast cost estimates provided by 

the delivery agencies through the baseline. 

A proportion of the budget (notionally P50 to upper limit) should be retained by the 

Crown to incentivise a robust cost and project management discipline. 

This upper cost limit would provide a higher level of certainty that it will be sufficient to 

cover the base cost for the project, include allowance for cost escalation, and provide 

a sufficient level of project and programme contingency based on the current status of 

the project. 

This will help to ensure there is a clear understanding of project costs, the fixed 

funding envelope for the Programme, and provides a reference point for the OSG and 

officials to use to measure any variances against. 

Utilising a programme level contingency 

Given the remaining uncertainty and risk for the majority of these projects, officials 

consider there is a high risk that the costs for these projects will increase over time, 

despite adopting the high cost estimates  

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. This 

contingency can be called upon for prioritised projects should the forecast cost to 

complete a project exceed the project budget. Delivery agencies would be required to 

seek Joint Ministers agreement to apply any of the Programme contingency to the 

project, with supporting advice from the OSG. This would include explaining the 

drivers for the cost increases, and what mitigations are in place to manage the 

residual risk in the project. 

Over the life of the Programme, it is possible that projects will forecast a cost to 

complete under the allocated budget. In these instances, the residual funding could 

be “returned” to the Programme contingency to be applied to cost over-runs on other 

Programme projects.  

If sufficient contingency exists, we consider that delivery agencies could seek a 

decision from Joint Ministers to move a Priority 4 project (or a scaled/re-scoped 

version of such) into a higher priority category for delivery.  
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Additionally, given Ministers’ priority outcomes of housing and emissions reduction, 

you may wish to allow agencies to seek agreement to fund a transport project not 

currently within the Programme, if such a project better aligns with your priority 

outcomes and would represent a better value proposition than a Priority 4 project. 

Ensuring an appropriate set of project decision-making processes 

Ministers previously set a highly delegated arrangement for Programme delivery that 

reflected a high level of confidence in project and Programme delivery. This relied on 

thresholds above which issues needed to be raised. However, given the level of risk 

and uncertainty that will remain after the baselining process, we consider that a 

clearer direction on expectations and greater assurance from the delivery agencies is 

required. 

To support the Programme’s viability and affordability with n the $6.8 billion funding 

envelope, we consider that all projects should be subject to  set of additional 

conditions/assurance designed to provide a greater degree of decision-making 

transparency alignment and Programme assurance  The detailed 

conditions/assurance are set out in Appendix 4. 

These measures should be supported by the Prog amme’s oversight a rangements 

The measures outlined above will rest on decisions made by you, and advice from 

Waka Kotahi and KiwiRail. Officials are working w th the delivery agencies to 

determine the best governance and oversight arrangements for the revised 

Programme, and will report to Ministers jointly. 

Independent monitoring and assurance is a critical part of large capital project 

delivery, providing transparency and visib ity of risks to funders, and ensuring any 

major risks are being suitably mitigated. 

The delive y agencies agree that the Programme’s monitoring and governance 

arrangements can, and should work more effectively together, while respecting the 

roles and responsibilities of the respective Boards and their accountability for project 

delivery  We are working through how this can operate in practice. 

This may, for example, include right-sizing the scale of the OSG’s monitoring role and 

reporting activity, as programme and project risk is increasingly managed. The OSG 

has reflected that as the baselining process concludes, it is important that it rules a 

line under the baselining process and executes the light touch, high trust approach 

that was envisaged. 

We will report to you shortly on the delivery agencies’ agreed advice. 

Next steps 

If you agree with the recommendations in this report, officials will prepare letters for 

you to send to the delivery agencies’ Boards outlining the priority of each project and 

the expectations for the Programme moving forward. 

The OSG will continue to meet monthly with delivery agencies to provide monitoring 

and oversight over the Programme, and subsequently report to you.
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Appendix 1 – New Zealand Upgrade Programme Baseline Assessment Summary 

Waka Kotahi and KiwiRail (the delivery agencies) have undertaken significant work since the June 2020 Establishment Reports were approved by Joint Ministers, to develop the baseline information for the transport component of 

the New Zealand Upgrade Programme (the Programme).  Delivery agencies have engaged closely with the New Zealand Upgrade Programme Oversight Group (OSG), its independent advisors and officials from the Ministry of 

Transport (the Ministry) to meet challenging timeframes. Officials have not re-evaluated technical judgments or assessments, but have looked at the processes followed, and what information has been applied to form judgments. 

This assessment is not a pass or fail judgment, but does provide purchase advice to Joint Ministers on the level of confidence in aspects of the projects and the transport component of the Programme overall, so Joint Ministers can 

make choices about how to proceed. The overall assessment of the Programme is that significant risk and uncertainty remains. This reflects that for around $5.5 billion work of projects, a preferred option (which includes factors 

such as route, alignment, form function and resilience) has not been selected by the delivery agencies, their Boards and partners. There has been no quantified risk adjustment for this. 

The baseline analysis undertaken is based on information provided by delivery agencies. Officials have worked with delivery agencies on what information is needed or expected. Where information was not been made available to 

support confirmation of a process or output, it has been assumed that it has not yet been undertaken, or developed. 

The following RAG ratings represent the OSG’s and independent advisors’ review of information provided to date. The OSG rating reflects risk and uncertainty that remains for scope, cost and schedule, based on the quality of 

process undertaken and level of project development. The Waka Kotahi and KiwiRail ratings relate to their own respective confidence in the information provided. 

Overall, of the 24 baselines provided (Queenstown projects were combined into a single baseline) the projects received the following OSG rating: 

 12 projects are rated as Red

 11 projects are rated as Amber

 1 project is rated as Green

Officials will be able to provide a RAG assessment of the individual projects’ baselining information if requested by Jo nt Ministers, as they are being reconciled with the delivery agencies’ own assessments, and are undergoing a 

QA process.   

The review has excluded assurance of the underlying information provided, such as the methodology used to undertaken Quantitative Risk Assessments (QRAs) or mechanical review of calculations, for instance. The ratings 

provided should be viewed as a guide based on information provided to date.  

Officials note that further work is underway by the delivery agencies to improve the quality of the baseline to both enable effective oversight and monitoring and to improve project delivery performance. In particular, material 

improvements in scoring may be achieved by provision of additional information in the coming weeks. 

The themes presented on the next page are apparent across both delivery agencies, al hough to differi g degrees, due to the nature of each agencies’ projects. The quality and breadth of information provided by KiwiRail has been 

relatively high and has demonstrated maturity of project management processes, leading to a relatively lower level of risk in general. That said, this is helped by the fact that by their nature, rail projects are less vulnerable to scope 

change, leading to a lower exposure to significant change.  

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 

Mini
str

y o
f T

ran
sp

ort
 

an
d T

rea
su

ry



Table 1: Summary of general observations from independent advisors on the Programme’s scope, benefits, cost, and schedule 

Areas of inquiry General observations from independent advisors Agency specific comments from independent advisors Project examples 

Scope Scope is a key driver of certainty in other aspects of the 

programme, including cost. However, there is significant 

uncertainty on project scope, and what benefits will be 

delivered.  

There are key risks to the unavailability of an appropriate Work 

Breakdown Structure (WBS) for certain projects. Without a 

defined WBS it is also difficult to develop integrated cost and 

schedules tied back to a documented scope.  

Without an appropriately defined scope, monitoring of scope 

development is not possible, and there is the potential for 

scope creep. Flow on impacts of unclear scopes for projects 

impact both cost and schedule, as they are interrelated.   

Waka Kotahi and KiwiRail have taken different approaches to scope 

development and management. Both have merits and drawbacks which 

will need to be considered as part of the prioritisation assessment. 

Waka Kotahi have developed scope in a manner to deliver the best 

project, without constraining options to the previously agreed funding limit 

(without sacrificing the core project outcomes). 

KiwiRail have developed project scope where possible, with respect to 

the original funding envelope. Both have merits and drawbacks which will 

need to be considered as part of the prioritisation assessment. 

Papakura to Pukekohe Electrification is an example of a 

project where scope changes led to a positive result (a lowered 

cost forecast). The project underwent value engineering and 

identified various ways of reducing cost or increasing benefits 

within the available budget through re-scoping. Examples 

include: a revised Pukekohe station scheme and staging plan; 

and alternative Overhead Line Electrification structures. Costs 

are currently forecast within the existing budget. 

Mill Road scope amendments include changed route alignment 

resulting in increased costs, as well as the transfer of Drury 

South Interchange and additional tie in with local roads. Mill 

Road is an example where scope changes led to a negative 

outcome (significant increase in costs).  

Benefits In general, benefits of the projects have not been well defined. 

In the majority of cases, the level of information available does 

not enable effective monitoring, with scope changes and 

benefit impacts not reported. It is currently not clear what level 

of outcomes and benefits are being purchased or delivered, 

both on individual projects and the Programme as a whole. 

Data relating on emissions reductions and housing bene its 

was not available for analysis.  

There is no information that the cost increases observed 

across the Programme correspond to an increase in benefits. It 

is likely that the Benefit Cost Ratios (BCR) of projects and the 

wider programme have reduced.  

BCRs and other supporting information was available only for a 

small number of projects. This means that it is difficult to 

assess how increased costs affect value for money. Many 

business cases no longer reflect the benefits and costs of the 

project they were written for, due to age and subsequent scope 

changes.  

Across the Programme, benefits information from individual projects 

linking back to the Programme outcomes, objectives and benefits is not 

well documented. Individual projects typically have specific problem and 

benefits statements  and investment objectives which document the 

localised impacts of the projects. 

SH58 Safety Improvements project is an example where 

benefit estimates around deaths and serious injuries prevention 

were not provided. Waka Kotahi note that the original business 

case estimates do not reflect the current scope, limiting their 

ability to supply benefits information. This situation reflects the 

majority of baseline documentation provided across the 

programme. 

Northern Pathway and Papakura to Pukekohe Electrification 

are examples where benefits information have been provided. In 

the case of the Northern Pathway project, detailed benefits 

targets were provided for the expected mode shift required to be 

delivered by the project. An example is increasing walking and 

cycling trips across the harbour to 3 percent of total trips by 

2028. This gave a good basis for scope development.  

Papakura to Pukekohe Electrification baseline documentation 

includes Investment Logic Mapping (ILM) showing the link 

between the investment objectives, benefits and performance 

metrics. Target benefit information such as the reducing travel 

time by 4 minutes by 2024 is an example of this.  
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Areas of inquiry General observations from independent advisors Agency specific comments from independent advisors Project examples 

Cost The Programme’s cost has increased, with a P50 to P95 range 

of $11 to $13 billion (total cost). This corresponds to around 

$4.2 to $7.2 billion over the $6.8 billion funding envelope. This 

is primarily driven by the increasing cost of Waka Kotahi 

projects.  

Cost increases are widespread across the Programme, with 21 

of the 26 projects now forecasting costs over their allocated 

funding.  

Contingency is currently estimated at $3 billion. Officials 

believe there is potential for additional risks and uncertainty. 

This is because the way cost and contingency have been 

estimated varies across the Programme, with just 7 projects 

having completed Quantitative Risk Assessments, and only 9 

having completed external assurance of the cost estimates. 

Inconsistent methodology makes it difficult to have confidence 

in current costings.   

It has not been possible to reconcile cost estimates to scope 

due to how different cost breakdowns (or a lack of cost 

breakdowns) were present. There is a risk that project scopes 

have not been fully costed, and the impact of this on schedule 

and project timings unclear.  

Often a deterministic approach has been used the estimate 

contingency, with an uplift applied based on management 

judgement. It is not clear how these percentage uplifts were 

arrived at and therefore whether they are appropriate. In 

several cases this is not consistent with the relevant policies 

and procedures. 

Cost increases sit largely in the Waka Kotahi sub-programme. Cost 

uncertainty should be able to be addressed more effectively after the 

business case phase once the preferred options is selected and better 

understood.  

Mill Road has seen the most significant increase in costs, with 

the P50 costs rising to $2,913 million, from an initial funding 

allocation of $1,354 million. 

Whangarei to Port Marsden has, positively, undertaken a 

Quantitative Risk Assessment (QRA) to support contingency 

estimates, although the preferred option has not been selected. 

Similarly, the Papakura to Pukekohe Electrification and Wiri 

to Quay Park projects both have QRA contingency estimates to 

support the cost range provided. 

SH1 Papakura to Drury South is a mix of QRA and 

deterministic approaches depending on the stage. Additional 

price certainty is provided due to the tendered price for Stage 1A 

of the project, as well as allowances and risk for quantities and 

rates and for “unknown unknowns” up to 30% per cent of 

physical works costs. Some of this risk though is built into the 

base cost and difficult to disentangle from the true base cost, 

indicating the true level of contingency may be higher than it 

otherwise appears.  

However, for most projects QRAs have not been undertaken. An 

example is for the Takitimu North Link Stage 1 project. Given 

that the project is already at a procurement stage, it would be 

expected that a QRA is completed.   

One of the areas of risk that appear to be under represented and 

therefore may lead to lower amounts of contingency than 

required, relates to option risk. This is the potential for scope 

change where preferred options haven’t been confirmed and 

therefore a materially different and potentially higher cost option 

may be delivered.  

For example the Northern Pathway P95 provided in the 

Establishment Report was around $352 million but option risk 

was not fully considered and the current P50 estimate is now 

significantly higher. 

Given the value and complexity of the projects, officials would 

expect to see a probabilistic approach, rather than deterministic. 

This has been shown to lead to a better outcomes and more 

accurate cost estimates reflecting the inherent uncertainty of the 

projects. 

Additionally, where deterministic uplifts are used, officials would 

expect to see underlying analysis and rationale to demonstrate 

that a robust process has been undertaken and to support the 

chosen values. 
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Areas of inquiry General observations from independent advisors Agency specific comments from independent advisors Project examples 

Schedule Overall schedules were weaker relative to scope and cost. This 

is important as there should be a common Work Breakdown 

Structure (WBS) built of a scope to identify the tasks required 

to deliver the project over time. 

Around 9 projects have provided a construction schedule. In a 

number of cases however a one-line item accounts for more 

than 30 months of activity. Further, the available information 

does not confirm the methodology used to determine schedule 

duration and therefore was unable to be assessed by the 

independent advisers.    

Mill Road represents a risk adjusted approach to schedule 

estimates, with a base, P50 and P95 provided. In this example 

there is approximately a 3-year difference between completion 

dates in the base and the P95. Significant risk and other 

allowances have been built into the schedule. It would seem that 

this is sufficient to represent a pessimistic or worst-case 

scenario, but no analysis or methodology is provided to support 

the outputs. 

Whangarei to Port Marsden is an example where the schedule 

provided included “construction underway” as a line-item 

accounting for a duration of over 1000 days, with little 

information to support analysis of whether this top down 

estimate is suitable. 

Papakura to Pukekohe Electrification, in comparison, 

provides a more detailed breakdown of a schedule including 

construction, which better aligns (although not perfectly) back to 

the WBS and is broken into its geographic packages. The level 

of detail provided enables more robust identification and 

management of the critical path and other key schedule risks. 

Proa
cti

ve
ly 

rel
ea

se
d b

y t
he

 

Mini
str

y o
f T

ran
sp

ort
 

an
d T

rea
su

ry
















