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Setting the scene

e Happy for questions but a reminder that the risk appetite statements are a
governance level artefacts meaning they are meantto be set at a high level.

e The statements were codesigned with cross-GW subject matter experts, and
governance level feedback from ELT and FRAC. Therefore, they are representative
of all GW rather than a specific project, asset or service.

e If you do have detail specific questions (e.g., specific asset or project), please still
ask, but we may need to take away the question for internal input.



Workshop schedule

Risk Category Timing
Loss, failure, or damage to 10 March
assets

Financial 10 March
Regulatory & compliance 10 March
Technology 2 April
Our People 2 April

Risk Category Timing
Continuity of service 2 April

Environment 21 April
Health & safety 21 April
Treaty of Waitangi 23 April

Community & stakeholder

23 April




Purpose

Risk Appetite Statements are...
A mechanism to explicitly define the level of uncertainty that is deemed to be acceptable
by Council, for ELT to take on, in order to deliver on its mandate and strategic priorities.

To do this FRAC/Council will...
Set risk appetite at a level that enables them to focus on strategic problems/opportunities
while not getting bogged down in operational matters.

This enables ELT to...
Operate with sufficient flexibility in order to deliver on its mandate and strategic priorities.

This allows Officers to...
Get on with day job without unnecessary escalation to ELT and/or FRAC/Council.



Existing risk appetite

Risk appetite
Source of risk

Averse Balanced Tolerant

: - 255615 Risk Averse Risk avoidance is paramount, with minimal risk
Services being seveyely X exposure and maximum treatments/controls in
curtailed place, leaving little or no residual risk in order to
Health & safety to staff and achieve objectives. In terms of residual risk the
contractors X target is low risk
Physical harm to the general x Risk Risk exposure is not preferred but recognised as part
public Weutral/Balanced of achieving objectives. Treatments/controls to
. - — minimise uncertainty are expected to be in place
Financial, macroeconomic risk X through a cost/benefit assessment approach. In
Subsidiary companies and X terms of residual risk the target is medium risk
Trusts Risk Council actively seeks to take on risks in order to
Legislative and regulatory X Tolerant/Seeking enhance its ability to achieve its objectives.
— - Treatments/controls implemented through a
Political and reputation X cost/benefit analysis. In terms of residual risk the
) X target can be high
Projects
Environmental damage X
Human Resources X




Risk appetite statement — Loss, Failure and Damage to Assets

. . . . . Risk category
The new risk appetite statement s relatively aligned Loss, failure, or damage to assets
to the currentrisk appetite for “Loss, failure or Risk catogiry dascription _ _
We are responsible for delivering services across our communities, which relies on our infrastructure networks
d ama ge tO ass etS” Of “ ba l_a nce d ”, delivering reliable services in line with our commitments, and the networks’ capacities to respond to unplanned events.
Risk appetite statement
The ri S k a pp etite Statem e nt e nfo rces gove rnance Loss or damage to assets is unavoidable and is expected to happen based on the type of assets we hold and nature of
. . L . . the services we offer to our communities.
eXpeCtatl ons by p ro I'lt ISI ng Crltlca l/h I gh va lu e We will need to work alongside our partners and suppliers to ensure we have processes and controls in place to
as SetS prioritize maintenance, renewals, and improvements towards the most critical assets.
Risk stance
. . . Irvestment and maintenance of our infrastructure networks will be prioritized based on asset criticality.
As discussed at last week’s Council workshop this e ———
risk appetite statement also aligns to our updated Comnciwilolerate: PO [k ar—
H H + H . &  Appropriate physical security is in place to protect our | =  Degradation of critical infrastructure networks.
Insurance Strategy by SpeCIflcally referenC| ng' mast critical physical assets from damage or theft = Critical/high-value azsets not having sufficient or
.. . . L. and to prevent local network intrusion to our digital appropriate insurance in place.
* Critical/high-value assets having sufficient and assets. *  Breaches in regulations and legislation through
. . . #  The prioritization of maintenance, renewals and mizsmanagement or inappropriate design of our
approprlate Insurance in place. improvements of our assets is based on criticality. assets.
. . . . = Implementation of new technologies, innovative +*  Single points of failure not being identified and
° Self'lnsura nce belng an approp”ate meChar"Sm initiatives or projects so far as cost and risk are actively managed for critical infrastructure networks.
. . balanced. = Mot having approved Asset Management Plans in
tO manage ”Sk as l.O ng as approprlate réeserves *  Using selfinsurance as the primary means of place as defined within Greater Wellington's
H H insurance, even for critical agsets, as long as infrastructure strategy.
and debt .head roomis available. ' rreormresnes wre ndi
* Not needingto insure assets where premiums *  Notinsuring assets where premiums make it
. uneconomical to insure.
aré uneconomica l Assoclated Uncertainties (ELT Dashboard)
& Ability to deliver the capital programme. + Fitness for purpose of assets
# Reliance of actions of third parties =  Financial




Applying the risk appetite statement

Example 1 — Maintenance Prioritiation

Example 2 — Critical Networks

a) Prioritise maintenance in favour of critical assets (Flood Management critical
structures) and networks (Water Treatment Plants and pipelines).

b) Not maintain some non-critical assets when funds are limited (e.g. amenity plantings)

or uneconomic (e.g. run-to-fail equipment replaced at either failure or on a schedule).

Degradation of critical networks (Drinking Water Treatment)

Why we do this?
Recognition of budget affordability and insurance limits; balanced approach to decision
making that takes account of risk likelihood and consequence

Why we do this?

Essential networks — risk consequence for lifelines are very high; service continuity is a
legal or regulatory requirement. Must deliver our mandatory roles.

What are the risks? How do we control this?

a) Flood protection asset failures a) Asset maintenance and inspection
flooding and risk to life and programmes; Asset Management Plan
property for the community (e.g., priorities; Insurance Strategy

Barrage Gates) b) Address only when funding is available to

b) Aesthetically unkempt plantings address this lower order priority

What are the risks?

Continuity of services compromised either
through decline or when stressed by
natural events

How do we control this?

Asset Management Plan — renewals;
holding critical spares; business continuity
and recovery plans

We are able to identify maintenance prioritisation and critical assets as this information is built into Ngatahi through our asset management module. This information is used for developing GW asset
management plans and is maintained by our Asset Managers.




Risk appetite statement - Regulatory & Compliance

The new risk appetite statement is relatively aligned to the
currentrisk appetite for “Legislative and Regulatory” of
“averse”.

Therisk appetite statement enforces governance
expectations by:

* Ensuring there is a control environment which enables
the identification and management of breaches or
potential areas of breach.

* Ifrequired, management plansto address and gaps as
they are identified.

Therisk appetite statement also refences our need to be
an effective regulator.

Risk category
Regulatory & compliance

Risk category description
Understanding and abiding by our legizlative, regulatory and compliance obligations and ensuring that we are an
effective regulator.

Risk appetite statement

We will operate in line with legislative and compliance requirements and expect there to be processes and controls in
place to identify and manage these requirements and, where a breach occurs, be able to identify and respond to the
breach on a timely basis.

We will ensure that we are aware of any gaps in our processes and controls that could lead to a breach of legislative
and/or common law requirements, in relation to our regulatory requirements, and will have management plans in place
to address these gaps (if necessary).

We will ensure that appropriate management policy exist to give effect to our legizlative and regulatory obligations. This
also includes ensuring processes and controls in place, are aligned to these policies and are regularly reviewed.

Risk stance
We will ensure we comply with our legislative and regulatory obligations which will be supported by effective
management policy.

Risk tolerance Adherence

Council will tolerate: Council will not tolerate:

*  (Gapsin processes and controls where legislation or + Legislative non-compliance causing significant
policy iz not critical and we are actively working reputational risk, which includes by our staff and/or
towards addressing the gap. Also were a breach to our suppliers (including public transport operators).
occur, we would be able to identify and respond tothe | «  Undue interference in undertaking regulatory decision
breach in a timely basis. making (e.g. political or staff).

+ Undertaking necessary enforcement actions even if + Undertaking enforcement if we do not have sufficient
this could have negative impacts (e.g. reputation, evidence to support the proceedings and/or there are
cost). other options to achieve good environmental
CUtCOMEes.

+=  Management policy that does not give effect to
legislation or regulation and controls are not in place
to ensure policy remains up to date.

Assoclated Uncertainties (ELT Dashboard)

Reputation and public profile

Impact on the environment

Data and information governance

Compliance with legislative & regulatory requirements

Reliance on actions of third parties
Impact of reform

Health, safety and wellbeing of people
Capability and capacity of people




Applying the risk appetite statement

Example 1 - Employment Law Compliance

Example 2 — ComlyWith Non-Compliance (Area of Reform)

Why we do this?

Employment law compliance affects every staff member within Greater
Wellington. Breaches employment related legislation (e.g. ERA, Holidays
Act) are expensive in terms of penalty, remediation costs, staff time and
productivity of staff, and reputation.

Example: Holidays Act non-compliance.

Why we do this?

The ComplyWith survey identified 19 obligations that are partial or non-
complaint with no action plan in place. The majority of these partial or
non-compliance relate to review of plans within a specific time period that
are impacted by reform (e.g. resource management act) where legislation is
out of date or awaiting reform.

Example: Resource Management Act

Council must undertake a review of the efficiency and effectiveness of
policies, rules, or other methods in council's policy statement or plan and
results must be made available to the public at least every 5 years.

How do we control this?
* Track non-compliance - ComplyWith

What are the risks?

* Potentially large penalties and

. * Insist on and closely track Action
fines

Plans

* Reputational damage * Convert legislative requirements

into internal policy and update
regularly

* Cost of remediation in terms
of redress and staff time (see
Holidays Act remediation

* Use technology bounded
programme)

compliance where available

* Ensure consequences (disciplinary)
can be effected and implement
where necessary (on advice).

What are the risks? How do we control this?

* Technical breaches of timelines * Track partial or non-compliance

* No legal penalty in terms of fines through ComplyWith

or similar ¢ Track and submit on area of

* Out date public reporting reform

* Maintain compliance with a much

* Reputational risks associated ’ i
of the requirement as possible

perceived lack of effectiveness

* Unproductive effort in achieving * Complete review post reform

technical compliance




Risk appetite statement - Financial

The new risk appetite statement aligns itself with how we operate
and enables us to split ourtolerance for non-adherence to policy,
from our appetite for setting and managing budgets.

The risk appetite statement enforces governance expectations
around:

* There being an effective control environment and financial
policy(s) in place

 Operating in line our established budgets and regulatory
documents

Risk category
Financial

Risk category description
Projects, activities, or decisions which may have an impact on Greater Wellington’s assets and liabilities regultingin a
financial gain or loss for the Council and/or Council Controlled Organisations (CCO) and trusts.

Risk appetite statement

Greater Wellington is financially prudent by our adherence to sensitive expenditure principles and financial strategy to
ensure we are transparent to our ratepayers. This is also demonstrated through Greater Wellington operating in-line
with our annual plans and lang-term plans and that we will not undertake unbudgeted expenditure without appropriate
approvals and public consultation.

We will maintain a high level of fraud maturity by ensuring we have an effective control environment in place to manage
the risk of fraud or material misstatement in our accounts. Everyone is accountable for ensuring they are aware of and
operate within our financial control environment and associated policies.

Significant financial decisions should be able to demonstrate value for value and strategic alignment with the long-term
plan and other relevant strategic documents and policy.

CCO’s and trusts will need to be self-sufficient (profitable, e.g. Centreport), or will need to operate in-line with our long-
term plan (Service providers e.g. Wellington Water Limited).

Risk stance

We will ensure that significant expenditure outside of annual plans and long-term plans are escalated to the
appropriate level for approval (ELT / Council), and we will manage financial risk through ensuring appropriate policies
and controls are in place and are followed.

Risk tolerance Adherence
Council will tolerate: Council will not tolerate:
# Risk based investments aligned to our Treasury policy | #  Failure to maintain or implement effective systems,
= Variations to the annual plan that are unforeseen and processes and controls.
are appropriately approved. = Financial activities and/or investment practices that
#  Capital works cost escalation or cost scope contravene controls or policy.
adjustments that are unforeseen, unavoidable and =  Available funds being below Treasury targets for an
appropriately approved. extended period of time.
#  Minor costs, or capital outlays, attributable to new = Management not ensuring their staff are aware of and
processes or innovation to improve services that operate within financial policy and controls.
demonstrate value for money and are aligned to =  Mon reporting of suspected or actual fraud.

Council strategic documents.

Assoclated Uncertainties (ELT Dashboard)

Impact of climate change Reputation and public profile
Ability to deliver the capital programme Reliance on actions of third parties
Fitness for purpose of assets Continuity of semnvice

Appropriateness of services & delivery design
Ability to fund delivery

Capability and capacity of external suppliers and
partners

Effectiveness of planning
Integrity of people, fraud, bribery or cormuption
Impact of reforms




Applying the risk appetite statement

Example 1 — The Sensitive Expenditure Policy

Example 2 — Core financial controls

Why we do this?

To provide a clear expectation and process for staff to follow when making
any financial decisions to ensure the expenditure is appropriate and will
withstand any audit or public scrutiny it may face.

Why we do this?

Core financial controls are important to providing trust and confidence in
the performance of a number of important business processes. These
processes and enabling controls must be well designed and operate
effectively to help mitigate the risks inherent to these important financial
processes.

How do we control this?

* Easy to use flowcharts/tools and
guidance to help staff make
informed decisions

What are the risks?

* Organisation reputational
damage from inappropriate
expenditure

Education and awareness
engagement with staff

* Misuse of funds leading to .
staff disciplinary actions

* Training

* Monitoring of requestions and
transactions

* Communication with managers

What are the risks? How do we control this?

* Process fraudulent orinaccurate | * Tone at the top

ran ion ..
transactions * Policies, processes and controls

* We do not have a complete or
accurate understanding of our
financial position

* Communication, training and
guidance

* Information systems and other

¢ Transactions are captured in way supporting tools

that misrepresents their nature

* We spend money in a way that is
outside our social licence

We note that recent PWC findings found that our core controls address the risks inherent to each process and the financial management system as a whole. However,
we note that continued improvements are being made to capital controls and how we manage our policy environment.
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Purpose of this workshop

To understand the Revenue and Financing Policy, the
process to review it, and to get councillors input into what
gets reviewed.




Contents

S

» What the Revenue and Financing Policy is
» How the review process works

» Some matters for consideration

» Setting the direction for this review

» The timeframe for this review

Greater
Wellington

Te Pane Matua Taiao



The Revenue and Financing Policy

Our ability to collect rates, to pay for the activities in our Plans, starts here!

= The Revenue and Financing Policy is about where the
funding (money) will come from, and how Greater
Wellington will share the costs of services across the
region, and among different groups of ratepayers.

= The Local Government (Rating) Act (LG(R)A) 2002 (section
102) set out our ability to collect rates, as well our
obligations to be able to collect lawfully.

= The Policy is a statutory requirement and public facing. It Rates are a tax, not a
iIs found on our website along with the other LTP charge for service.
supporting policies. Economists note that rates

function like taxes: they are
compulsory, apply broadly,
don’t vary with the level of
benefit received, and their
use is publicly accountable.

——

= The current Policy was last reviewed in 2024 in
conjunction with the 2024-34 Long-Term Plan (LTP). This
review will enable the 2027-37 LTP.




How the review process works

Ensuring your funding decisions are fair, transparent, sustainable,
and legally defensible.

= Atwo-step process isrequired under Section 101(3) of the LG(R)A. Councils must use it when
deciding how each activity will be funded and how the overall mix of funding impacts the community.

Considerations for each activity: Taking step one information, then
» The community outcomes the activity promotes (and how funding supports this) consider:
= Who benefits from the activity " Theoverallimpact on the
_ ) current and future social,

| |

When do benefits occur economic, environmental and
= Whose actions create the need for expenditure cultural well-being of the
* The costs and benefits of funding the activity separately community.

Step Two helps us check:
— Is the overall approach ‘affordable’ and not creating unreasonable burdens?
— Are impacts fair across demographics, locations, and land uses?

— Does the funding mix support the council’s strategic goals?




How the review process works (continued)

Councillors carry statutory, procedural, and democratic accountability when
they review and adopt the Policy!

= Decisions about the funding methods used in a Revenue and Financing
Policy are made by the Council, not officers.

= The LG(R)A 2002 requires Council to consider specified funding factors.
It does not prescribe the weighting of those factors.

= Once Council has demonstrably considered the statutory criteria and
adopted the Revenue and Financing Policy, the funding decisionis a
matter of elected member judgement.



Some matters for consideration

An internal scoping exercise has raised several matters to be considered

=  Water Supply - the new entity will remove our justification to collect a water levy
= RiverLink - moving and replacing the sewer main (Western Hills Sewer Main)

= Financial Contributions - the Natural Resources Plan used the Resource Management
Act to introduce a form of funding that this Policy may need to align to

= Flood Protection - next steps towards a catchment approach in the Wairarapa

= Public Transport — overdue a review of the benefits and who pays as well as new
challenges to discuss: private share targets from NZTA, patronage impacts on ‘User
fees and charges’, MROM review (metro rail funding model), and who bears the costs of
network disruptions caused by third parties — e.g. Riverlink/Melling interchange
disruption

= Energy Transformation Initiative Programme - potentially a new requirement for solar
power equipment




Setting the direction for this review

Your chance to shape the Policy

What information do
you expect to see?

What activities do
you want to discuss?

What funding methods are

you concerned about?

What issues are
you aware of?




The timeframe for this review

General timeline of the review process

Mar 2026 - Workshop:
Introduction to the
R&FP and set the
direction for the review

APR 2026 — Workshop: Hearings and

A look into supporting Policy drafting & Deliberations:
information, the Legal review Public are given an

activities and benefits. opportunity to be heard

JUN 2026 — Workshop: . AUG 2026 — Workshop:
Funding methods and Funding methods and
impacts discussion #1 impacts discussion #2

JAN 2027 -
Public Consultation




Rail Network

Overview

10 MARCH 2026 - COUNCIL WORKSHOP
Fiona Abbott — Senior Manager, Assets and Infrastructure
David Mawson - Rail Network Delivery Manager — Assets and Infrastructure

Proudly part of
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To provide Councillors with an oversight of the Wellington Metro rail
network, partnerships and challenges

AGENDA

1. Rail network overview

2. Policy & contractual settings

3. Wellington Network Agreement (WNA)
4. Metro rail network funding

5. State of assets and implications

6. Key messages



Wellington Metro Rail Network Overview

BASED ON 24/25FY DATA

1 Rail Operator

.

L 4 | )
®agguusn®

BASED ON 2024 DATA

WHICH
83 multi-units + 24 carriages INCLUDES
5 rail lines, 160km of track AVERAGE RAIL PASSENGER PASSENGER KM RAIL FAREBOX NUMBER OF FRONT LINE
48 stations WEEKDAY SERVICES BOARDINGS IN 24/25 TRAVELLED REVENUE RAIL STAFF STAFF
O Waikanae
Metlink Rail network has a total of 159.9km of track
) Johnsonville (Johnsonville Line) = 10.5 km 4.
araparaumu
ket Waikanae (Kapiti Line) = 55.4 km
met Melling (Melling Line) = 13.5 km
e Upper Hutt (Hutt Valley Line) = 32.4 km KPL' 4.20m
_ _ BOARDINGS O Masterton
wrt  Masterton (Wairarapa Line) = 91.0 km
/ 518k WRL
BOARDINGS
Journeys into Wellington CBD
Upper Hutt O
* Approx 20,000 peak usage VL ‘ O Featherston
per day (most to Wgtn CBD) BOARBI?VZ?% O Forinsa
* Approx. 40% of Wellington region o Peton'\:e“gg
jobs are in Wgtn CBD '®) '®) - ~
* Railaccounts for 22% of all peak Waterloo WELLINGTON TRANSPORT MODESHARE
person trips into the Weliington ;O HVL* 4.54m 2% B% ?% 53% 19%
Wellington CBD @ R BOARDINGS
‘$‘ *Includes MEL

\_ Based on “Journey to Work’ information from the 2023 Census )




The key organisations involved in the governance, operation and monitoring of the Wellington
Metropolitan Rail Network are:

Wellington for the Wellington public transport network and owns the fleet of commuter

Te Pane Matua Taiao

(. Greater Procures metro rail passenger services (via Metlink brand), has strategic oversight

passenger trains on the Network

.. Ly State-owned enterprise, which owns and maintains the rail network (on behalf of
KiwiRail == . : :
the Crown) and operates freight and long-distance passenger services

$"2 TE MANATU WAKA Provides policy oversight for the rail sector and advises the Minister and Cabinet
AP TRy OF TRANSPORT on key funding and investment decisions

LEIERI\ITICS\I(DORT Crown entity, which regulates rail safety and invests in the land transport system
- Contracted by Greater Wellington to operate metropolitan passenger rail services
(A transdev J < > PORIEEIr SREEEEE

the mobility company and maintain Metlink’s rolling stock (through a sub-contract with Hyundai Rotem).



Policy & contractual settings

_ Common Access Terms (CAT)
TE TAl OHANGA : : - : :
THE TREASURY Provides the rights and obligations governing access to the national and
Wellington and Auckland rail networks.

Metro Rail Operating Model (MRON)

lz TE MANATU WAKA The Policy framework set by NZ Government. This model covers Strategy,

MINISTRY OF TRANSPORT

h infrastructure, Rolling Stock & Stations and Operations, including funding

,%IE.:&‘?‘Q‘?IRQ’XQKA Wgtn Network Agreement Rail Partnering ContraCt Greater

The WNA provides the rights and The RPC is a performance-based s
Sl cost associated with rail network agreement between GWRC and
access rights e.g.: how much GWRC Transdev Wellington (in partnership
SRR Doy KiwiRail to use the rail network, with Hyundai Rotem) to operate
Track Access Charge (TAC), and services and maintain the rolling "vuﬁ)ﬁfem
other associated costs. stock

S




MROM: objectives and current arrangements

Cabinet agreed the current policy for the
Metropolitan Rail Operating Model (MROM) in
2009. The four key public policy transport
objectives for the MROM system were to:

o increase economic growth and productivity by

reducing congestion on urban roads and by more
efficient utilisation of the transport network

--“"«J'-‘M-':\ oLl
B ["‘W Ly
AT Al

1% 50

o provide transport choices for users

o integrate rail with other modes of transport

o reduce the environmental impact of the transport
system.

The intent of MROM was to provide a clear framework for planning, funding, ownership,
procurement and operation of metro rail passenger services to achieve value for
money and strong customer service.



MROM: objectives and current arrangements

MROM sets out funding arrangements as follows:

CROWN FUNDING GREATER WELLINGTON

At a funding assistance rate (FAR) of 100% Funded via NZTA at 51% FAR
For the costs to bring the rail Once the Rail network is at ‘steady state’,
network up to a ‘steady state’ costs to maintain the network are borne by

Greater Wellington (funded via NZTA FAR).
The costs to maintain the network are
agreed and funded through a

contract with KiwiRail (for Greater
Wellington — the Wellington

Network Agreement). C\’




Recap problems to address: GW perspective

Rail network infrastructure performance challenges and increasing maintenance costs
present a significant risk to Wellington Metro services and additional capacity investment.

In the last 4 years, two significant investigations have occurred to shape MoT's thinking on MROM:
— The 2022 RCF (Rolling Contact Fatigue) review into track failure in Auckland; and
— The 2023 EM80 review into Scheduling errors that led to reduced operating speeds in Wellington.

= X '

o= 3 3
PROBLEM 1 PROBLEM 2 PROBLEM 3 PROBLEM 4 PROBLEM S

Network is unable to Decision-making Customers are There are no Performance
support the current across rail disproportionately discernible incentives are
level of service, participants is not disrupted due to economic checks inadequate or not
without increased aligned. Unclear infrastructure and balances aligned.
and sustained ‘Roles and related failures. against asset
investment and Responsibilities’. management and
asset management Unclear funding maintenance costs.
performance. responsibility.
. J L J L J L J L J




Wellington Network Agreement (WNA)

The Wellington Network Agreement

is the framework that:

Allows Metlink passenger services
to legally and operationally use the
KiwiRail network

Defines who does what, who pays
for what, and how performance is
managed

Underpins the planning and delivery
of all metro rail services in the
Wellington region

Works in parallel with the Rail
Partnering Contract between GW
and Transdev

3"2 TE MANATU WAKA

F MINISTRY OF TRANSPORT

GOVERNMENT

Strategic directions (GPS)
Funding via NZTA (FAR and RNIP)

G Gsltoton metin 0| | | kiwirail#
GWRC/ Metlink | KiwiRail
Funder

Network Management

Public Transport Authority

Citransde)u

the mobility company

Transdev WLG

Metlink Service Operator




What is funded under the WNA?

KIWIRAIL STAFF AND ACTIVITIES

WLG Metro Traction Electricity: 100%

* KiwiRail Metro Management

(Facilities & staff) e Network Insurance: % of national
» iRl Mo Cpo e * KiwiRail Performance Fee % varies
(Activities & staff)

, Incident management (Slip, Weather)
Trains control, Network Access,

Operation support

 KiwiRail Metro Maintenance

(Activities & staff) WHAT THE WNA DOES NOT FUND

Asset Inspections Asset

Maintenance, Communications &
Corridor safety * Overdue Renewals

* Freight portion of using the network

e Renewal Services * Enhancements (E.g. Newsignalling
systems and major network

“Steady State” Asset Renewals
projects)




Deloitte’s WNA review of risk

In 2021 Deloitte completed a review of the WNA for GWRC. From this review Deloitte concluded that “KiwiRail is
best placed to manage risk, but the implications largely flow to GWRC currently.”

Risk allocation by party most affected
Current position — how the implications of the
risk arising are shared

Desired position (this triennium) — how the
implications of the risk arising could be shared
for the next triennium

Desired position (longer term) - how the
implications of the risk arising should be shared
once the network condition reaches steady-state

Risk

Asset condition

Description

Asset condition resulting in failures.

&) St
J ellington

Te Fane Mabus Teao

<«

High level risk allocation

——

KiwiRail bearing greater cost

associated with rectifying asset

Klwlﬁlan.?é‘

] ) ) . failures.
Cost / price Cost of completing a given task / activity I
Shifting risk to KiwiRail through
Volume Volume of maintenance activity mechanisms that hold them more to

(maintenance)

Volume (trains)

reguired to be undertaken

Volume of trains being run on the
network

Risk implications shared

in line with underlying |

proportion tables

= account for delivery of an agreed

programme of work to time and

budget.

Operational Performance of passenger train services I
performance (within WNA context) |
Delivery risk Capability and capacity to undertake the

(productivity)

Workmanship

required maintenance

Quality of workmanship undertaken on
the network

Improving effectiveness of

performance regime

Negligence Damage or loss resulting from Making KiwiRail more accountable for the costs associated
carelessness with rework due to poor workmanship or components.

Alternative Cost of providing alternative transport | .

transport services required I

Force majeure

Change in law

Implications of a force majeure event

Implications of a change in law

i Encouraging more
effective use of Bol by
—| limiting the funding -

available to KiwiRail for
alternative transport costs



Metro rail network funding

Wellington Rail Network Programmes v2
Wellington Rail Programme Business (WLG Strategic Rail Plan)

Wellington Network Management Plan (NMP) FY25 - FY34 : Regional Land
Rail Network Investment Programme Transport Plan

Wellington Network Agreement (WNA) (RNIP) NZ Upgrade LNIRIM
Programme (governance)

e .
m. Waka Kotahi (51%) National Land Transport Fund (NLTF) (NZUP) Hc!\lr:_;ransc-;\évrzan

Conduit GWRL pass-thought payment: Transitional rail GWRC

BAU . Backlo
Programme . Renewals Services e WMUP IV WMUP V WMUP VI a WMUP Vi b LNIRIM
Maintenance Renewals
Network Mtce Capacity and . New Signalling and Wellington Regional . .
S ! Steady State Backlog Catch-Up track and p o g Capacity and ‘ . = . .gt : New Regional Trains
Description Mgt and . Resilience . Automatic Train Station Infrastructure
Renewals Renewals Civil Renewals Resilience Upgrades . . and Infrastructure
Control Upgrades Protection (ETCS) Approaches Enhancements
Planned asset Asset renewals that All Network Wairarapa Line Trentham to Upper New or Upgrades to New signalling system Track and signalling New signalling system Purchase new
maintenance & are replaced at the asset formation, track Hutt double tracking Wellington traction for Wellington Metro upgrades entering for the Wairarapa regional passenger
Inspection activities. optimised time to renewals that and drainage (T2UH) substations. Required area. Wellington Station. Line. (FSTN rollingstock, replacing the
continue a'steady have upgrades. to operate aRS1 to MSTN) exiting carriages on the
Network Control state' network fallen into Porirua Area LNIRIM timetable. Level 2 - European Train Scopeinclude, Wairarapa and Manawatu
and backlog. Remutaka & Tawa Tunnel track  Capacity Protection System realigned Passing loop at WOODSIDE lines.
Operations upgrades. Enhancement (PACE) (Note: Originally in (ETCS) enabled. crossovers and
WMUP IV Programme. signals, Combined  Level Crossing Station and track upgrades
Management Resleepering 12 short tunnels. services route. upgrades UH to MSTN
overheads, Depot and Maintenance
Insurance Slope stabilisation. Waingawa depotupgraded facilities
and Traction
Electricity Bridge replacements.
Ongoing Ongoing Ongoing Completed (Wash up phase) Completed Delivery Phase Business Case phase Completed Delivery phase Procurement phase
LS s33m $491m  $141m | $33m $494m $174m $145m $131m $600-800m | $114m | $130m  $172m  $702m
Timeline Continuous (10-year totals shown) FY25 - 34 FY19 - 26 FY20 - 24 FY24 - 27 phase 1 FY26 - 34 FY24 - 25 FY23 - 26 FY24 - 30
Type Maintenance _ Catch - Up Renewal Improvements

KR Wellington Metro KR Capital Projects and Asset Development (CPAD)



Committed Funding for Rail Network (current/ Next 3 Years)

$741.6m committed since FY25

GW/NZTA via LTP/FAR KR/Crown via RNIP* Crown via Mol/Treasury

$155m $17.9m $568.8m

WNA (Includes 51% FAR) KiwiRail’s share of WLG Includes:
KR requested $181.2m I\:_tcg Z?d Rdecn:ewilsl * $213.3m Upgrade Projects
( eeL ane P « $75.1m  LNIRIM (Network)
onnect)
Includes: « $15.6m ETCS (development)
* Maintenance/ Inspections Includes: * $118.8m Substations
« Renewals (On-time) * Maintenance/ « $146m Overdue Renewals
+ Electricity Inspections ($53m in FY25 and $93m in
* Insurance * Renewals FY26/27)
« Contingency (Slips, Floods) “RNIP (Rail Network
Investment Programme)
* Performance Fee
g J \ J

The next WNA request could double in the next LTP




Funding + State of assets

Funding for Rail under the Metro Rail Operating Model (MROM) is based on a principle
that the Crown funds up to ‘steady state’ and GWRC funds (at normal FAR) the ‘steady
state’ through the Wellington Network Agreement (WNA)

The KiwiRail owned and managed network remains in ‘catch up’ (despite Crown
funding injections) —there is a shortfall of approximately $750m for end-of-life* assets
that have not been replaced when required (*deferred renewals or non-steady state).

These costs are not considered in the GW LTP.
Overdue Renewals have been Crown funded for three years. Long term funding for

these assets has no commitment past FY27.




Role of speed restrictions
= 3 - 4

Speed restrictions are used to ensure
the safety of passenger and freight
services on parts of the network
where renewals are taking place, or
to prolong the asset condition until
they can be delivered.

YN Ny

Whilst a buffer is built into rail timetables to
- allow for 'normal' maintenance, a higher-than-
expected level of speed restrictions will
impact travel times until sufficient funding is
found, and renewal work can be undertaken on

the rail network.

i\
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Current Temporary Speed Restrictions (TSR)
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Overdue Renewals — work programme

WELLINGTON METRO OVERDUE RENEWALS PROGRAM - FY25 DELIVERED N

In Budget 2024, the Crown approved $53m for Overdue Renewal in the WLG Metro region.

Bridge maintenance
Railreplaced Sleepers replaced Turnouts replaced locations Slopes reinforced Ballast & formation

10.8 KM 2.2 KM 8 3 4 6 KM

15 KM 12 KM 20 9 9 23 KM
Railreplaced Sleepers replaced Turnouts replaced Bridge maintenance  Slopes reinforced Ballast & formation
locations

In Budget 2025, the Crown approved $93m for Overdue Renewal able to span 2 funding years

~ WELLINGTON METRO OVERDUE RENEWALS PROGRAM - FY26-27 PLANNED o

It’s a great start but it needs to continue




Background: What is RS1, what does it require?

Rail Scenario 1 timetable (RS1) provides for services every 15 minutes on main lines

A Wellington Metro Unlocking Capacity and Improving Resilience Business Case issued in 2017:

Identified a number of rail network infrastructure improvements required prior to implementing higher

frequency, higher capacity and more dependable rail services (RS1) during the morning and evening peaks
through to 2030.

The problem RS1 now seeks to address is the need to improve the resilience of our rail network.

The objective of RS1is to enable an increase in frequency and capacity of services, ultimately providing

a near ‘turn up and go’ timetable across the busiest parts of the network. This will encourage and allow for
a spread of passenger demand.

The crown have invested approx $640m to date on RS1 initiatives. RS1 completed projects are, Trentham

and Upper Hutt double tracking, Plimmerton area upgrades, WRS approaches and Metro wide asset
renewals.

New substations or upgrades to Wellington traction substations are required before we can operate a RS1
timetable.

NOTE: The purpose of the LNIRIM projectis to replace life expired assets (trains) and leverage previous work on the network (i.e RS1)



Key messages: Affordability + Service

Rail network operations and insurance is unaffordable for GWRC (and KiwiRail)
* |Increasing costs to operate the rail network is far higher than inflation

* Insurance costs for the Wellington rail network have increased from $2m pa in 2018 to
$9m pain 2023 and forecast to reach $12m in 2026/27. KiwiRail have not made a claim in
the Wellington Region during this time.

* Renewals Services funding (‘steady state renewals’) that GWRC pays to KiwiRail under the
WNA has been used for assets on a priority basis regardless if these asset are deferred
renewals or on-time renewals — KiwiRail have recently signalled the difference via the
Investment case business case in FY24 which led to Crown funding in FY25 - 27

* There are longerterm issues with funding certainty for existing programmes* of work that, if
not resolved, could undermine the benefits of current Crown investments. (*"WMUP, LNIRIM)

* Iffunded, the work required on the Rail Network will result in passenger disruption and
increased levels of BRT .




Working with KiwiRail and funding partners to secure
WHAT . .
investment for a steady state rail network

To manage third party risk to provide continuity of service and
V{0 S proactively influence systems and policy settings that could
bring about more sustainable funding.

To grow patronage and maintain, then improve services and
ensure the RS1 timetable can be implemented, and funding is

sustainable and a reasonable split between local and central
government based on risk

KEY Plan to achieve a steady state network. Clarity of funding
pathways. A revised Metro Rail Operating Model to provide
clarity for GW in terms of how we will operate sustainably.

GWRC LTP 2024/34 - 3-year funding allowed for the WNA at
circa $50m per year (including FAR)

Budget 2024 $53m available for Wellington metro rail network
to assist with funding shortfalls in FY25

OUTPUTS

Gratr el b ot et

| metlinkp s

MILE
STONES

September 2024 - GW/KR 10-year investment case for backlog .
renewals to Treasury for budget 2025 g

Budget 2025 - $93m available for Wellington metro rail
network to assist with funding shortfalls in FY26 & 27

MROM Review - policy being developed.
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