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In Confidence 

Office of the Minister of Transport 

Chair 
Cabinet Legislation Committee 

Railways Regulations 2019 

Proposal  

1. This paper seeks authorisation for submission to the Executive Council of the Railways
Regulations 2019 (the Regulations).

Executive Summary 

2. The Regulations will amend the annual fees and charges that fund the New Zealand
Transport Agency’s (NZTA) rail safety regulatory function. These changes will see an
increase in the level of funding for this function from $1.2 million to $3.5 million in the form of
increased fees and charges. The amendments are necessary to:

2.1. address the historical under-recovery of the costs from the rail industry to pay for the 
regulatory services required to be performed by NZTA 

2.2. ensure that NZTA has sufficient funding to provide independent assurance to the 
government and the public that those who provide rail services in New Zealand 
effectively manage risks to staff, other rail operators, and the general public.  

3. The proposed fees and charges include an annual safety charge comprising a fixed charge
of $400 for each rail operator and access provider, and a variable charge based on licence-
class. The variable charge is capped for most access providers and rail operators depending
on network traffic and passenger service kilometres.

4. There is no cap for access providers with over 5,000,000 network traffic kilometres per
annum, or rail operators with over 2,500,000 passenger service kilometres per annum.
Registered charitable or volunteer (not-for-profit and no paid staff) rail operators and access
providers are exempt from the variable charge.

5. The proposed fees and charges also include an hourly fee of $120 for certain rail-related
activities carried out by NZTA, and the ability to charge reasonable costs for fee-based work.

Policy 

6. There is an established rail safety system set out under the Railways Act 2005 (the Act).
This positions NZTA as the key rail safety regulator – licensing rail participants and
approving and maintaining their rail safety cases, investigating accidents and incidents, and
being a recognised source of safety advice and information. NZTA works alongside
WorkSafe, New Zealand Police, the Transport Accident Investigation Commission, and rail
licensees, all of which have statutory roles to establish and maintain a safe rail system.
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7. A number of reviews commissioned by NZTA into its rail safety role since 2013 concluded 
that the NZTA rail safety role was too passive, focused on the licensing function, and not 
aligned to best international practice in rail safety regulation. NZTA is implementing a 
change programme to address these issues, including increasing staff resources, improving 
its intelligence capability, and preparing and implementing a new regulatory operating model 
to govern its safety activities. 

8. The rail safety fee and charge rates were last set in 2008 through the Railways Regulations 
2008. Due to economic pressures in the rail sector at that time, the fee and charge rates 
were implemented at a level well below even then known costs and have not been changed 
since.  

9. On 26 September 2018, the Cabinet Economic Development Committee (the Committee) 
noted that NZTA’s rail safety regulatory function has been underfunded for the last 10 years, 
which is preventing it from properly resourcing its rail safety regulatory function. In 2016/17, 
fees and charges generated around $1.2 million in income, whereas costs for this role were 
$2.026 million, resulting in a build-up of deficits.  

10. At the time of the meeting, NZTA had already written off $5.2 million in deficit, and a further 
$2.8 million was remaining as deficit. The Committee agreed to the release of a consultation 
document proposing changes to the fees and charges which fund the rail safety regulator 
[DEV-18-MIN-0214 refers].  

Current funding arrangement 

11. The current funding framework is set out in the Railways Regulations 2008. Licence holders 
must pay an annual safety fee of $391.23 and an additional fee based on the activities they 
engage in. Stated fees are inclusive of GST.   

12. Network access providers pay $171.70 per kilometre and other access providers pay 
$5.31 per kilometre. Passenger operators pay per 1000 passengers, with $14.19 for metro, 
$1.00 for cable car, $1.74 for heritage and small tourist business, and $20.85 for long 
distance. Freight operators pay $94.16 per million dollars of freight revenue.  

13. Applicants pay a one-off licence application fee of $117. NZTA may also charge an hourly 
rate not exceeding $175.50 per hour for an ordinary or special safety assessment that NZTA 
carries out.    

Proposed funding arrangement 

14. On 26 June 2019, the Committee considered the paper entitled New Zealand Transport 
Agency’s Rail Safety Regulatory Function: Proposed Funding for 2019/20 – 2023/24. This 
paper reported on the consultation with, and feedback from, the rail sector, and proposed a 
new funding arrangement.  

15. The new funding arrangement proposed in the June 2019 paper was: 

15.1. an hourly fee of $120, charged for the actual time spent by the rail safety regulator 
staff dealing with any new licence application (including reviewing and approving its 
safety case), assessment of practice against safety cases (including ordinary and 
special safety assessments), consideration of any safety case variation, follow-up 
work when non-compliance is to be resolved, and any rail safety regulator 
involvement in major projects 
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15.2. reasonable costs, for fee-based work, of staff expenses and, if required, independent 
contractors 
 

15.3. an annual fixed safety charge of $400 for each access provider and operator 
(licensees who carry out both functions will pay a fee for each function) 
 

15.4. an annual variable safety charge using the licence-class calculated at the rate of: 
 
15.4.1. 12.6 cents for any rail operator for every passenger train kilometre (for 

example, if a passenger train on the NRS travelled 20km from one station to 
another, the charge for the operator would be $2.52) 
 

15.4.2. 6.3 cents for any access provider for each train kilometre operated on their 
network (in the above example, KiwiRail as the NRS access provider would 
be charged an additional $1.26). 

 
15.5. Registered charitable or volunteer (not-for-profit and no paid staff) rail participants, 

which have an annual income of less than $100,000 per annum, are exempt from the 
annual variable safety charge. 

16. The Committee referred the submission to Cabinet on 1 July 2019 for further consideration 
and invited the Minister of Transport to provide further information to Cabinet on the cost 
recovery model and whether it is neutral as to transport mode [DEV-19-MIN-0173 refers].  

17. Supplementary information was provided to Cabinet that the cost recovery model for 
regulatory services in the transport sector is mode neutral, as it is based on the same 
principles1 that guide cost recovery for the four main modes of transport (aviation, maritime, 
road, and rail) [CAB-19-SUB-0318 refers].  

18. On 1 July 2019, Cabinet deferred consideration of the submission until its meeting on 22 
July, and invited the Minister of Transport to provide further information to Cabinet on a 
breakdown of the increase in fees and charges if there was full cost recovery of the rail 
safety regulatory function, and the implications of the proposed increase for tourist and 
heritage operators [CAB-19-MIN-0318 refers].   

19. Further information was submitted to Cabinet that the proposed funding model represents 
full cost recovery of NZTA’s rail safety regulatory function. An annual income of $3.52 million 
is required to undertake the function, and the current funding proposed provides for an 
increase from $1.2 million to $3.52 million. Approximately 21 percent ($743,600) of this will 
come from road users via the National Land Transport Fund. The remainder (approximately 
$2.7 million) will be recovered from rail participants through fees and charges [CAB-19-SUB-
0353 refers].   

20. In terms of the implications of the proposed increase for tourist and heritage operators, 
information was provided to Cabinet that over half of the charitable and heritage operators 
would be exempt from the proposed variable safety charge on the basis that they are not-for-
profit and their annual income is less than the $100,000 threshold.  

21.  
 

 
    

                                                 
1 Transport regulatory system – Funding principles, September 2018, Ministry of Transport 
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22. On 22 July 2019, Cabinet invited the Minister of Transport to develop a revised proposal with 
a tiered approach to the proposed fees and charges to minimise the impact on the tourism 
and heritage sector, . Cabinet authorised a 
group of Ministers comprising the Minister for Arts, Culture and Heritage, the Minister of 
Tourism, the Minister of Finance, and the Minister of Transport to have Power to Act to take 
final decisions on the revised proposal [CAB-19-MIN-0353 refers]. 

New framework for fees and charges agreed by Ministers with Power to Act 

23. Ministers with Power to Act agreed to the following framework: 

23.1. an hourly fee of $120, charged for the actual time spent by the rail safety regulator 
staff dealing with any new licence application (including reviewing and approving its 
safety case), assessment of practice against safety cases (including ordinary and 
special safety assessments), consideration of any safety case variation or 
replacement, follow-up work when non-compliance is to be resolved, and any rail 
safety regulator involvement in major projects 
 

23.2. setting an annual charge using the licence-class as the means of allocating the 
charge across all rail licensees 
 

23.3. recovering reasonable costs, for fee-based work, of staff expenses and, if required, 
independent contractors 
 

23.4. setting an annual fixed safety charge of $400 for each access provider and rail 
operator, noting the licensees who carry out both classes of activity will pay a fee for 
each licence-class 
 

23.5. setting an annual variable safety charge using the licence-class, calculated at the 
rate of: 
 
23.5.1. 13.2 cents for any rail operator for every passenger service kilometre (for 

example, if a passenger service on the National Rail System (NRS) travelled 
20km from one station to another, the charge for that operator would be 
$2.64) 
 

23.5.2. 6.6 cents for any access provider for each network traffic kilometre operated 
on their network (in the above example, KiwiRail as the NRS access 
provider would be charged an additional $1.32) 
 

23.6. setting the following categories and annual variable safety charge caps for rail 
operators: 
 
23.6.1. for rail operators with over 2,500,000 passenger service kilometres per 

annum, there is no cap 
 

23.6.2. for rail operators with over 250,000 but less than or equal to 2,500,000 
passenger service kilometres per annum, their annual charge is capped at 
$6,000 
 

23.6.3. for rail operators with over 25,000 but less than or equal to 250,000 
passenger service kilometres per annum, their annual charge is capped at 
$3,000 
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23.6.4. for rail operators with less than or equal to 25,000 passenger service 
kilometres per annum, their annual charge is capped at $1,500.  

 
23.7. Setting the following categories and annual variable safety charge caps for access 

providers: 
 
23.7.1. for access providers with over 5,000,000 network traffic kilometres per annum, 

there is no cap 
 

23.7.2. for access providers with network traffic kilometres over 500,000 but less than 
or equal to 5,000,000 per annum, their annual charge is capped at $6,000 
 

23.7.3. for access providers with network traffic kilometres over 50,000 but less than 
or equal to 500,000 per annum, their annual charge is capped at $3,000 
 

23.7.4. for access providers with network traffic kilometres less than or equal to 
50,000 per annum, their annual charge is capped at $1,500.    

 
23.8. Registered charitable or volunteer (not-for-profit and no paid staff) rail operators and 

access providers are exempt from the annual variable safety charge. 
 

23.9. Where a licence holder is both a rail operator and an access provider, and is liable for 
the full variable safety charge in either of their roles, a cap or exemption will not apply 
in respect of their other role, even if a cap or exemption would have otherwise 
applied. 

Legislative Implications 

24. Due to the extent of the amendments, the Railways Regulations 2008 will be revoked and 
replaced with the Regulations. . 

25. The Regulations are consistent with the policy intent noted by Cabinet on 22 July 2019 
[CAB-19-MIN-0353 refers], and agreed by the Ministers with Power to Act on 30 July, 3 
August, 4 August and 11 August 2019 [OC1907278 refers], which is to fund a proactive, risk-
based regulator, with increased resources.   

Timing and 28-day rule  

26. The Regulations have a proposed in-force date of 1 January 2020. No waiver of the 28-day 
rule is sought.  

Compliance  

27. The Regulations comply with each of the following: 

27.1. the principles of the Treaty of Waitangi;  

27.2. the rights and freedoms contained in the New Zealand Bill of Rights Act 1990 and the 
Human Rights Act 1993;  

27.3. the principles and guidelines set out in the Privacy Act 1993;  

27.4. relevant international standards and obligations;  
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27.5. the Legislation Guidelines (2018 edition), which are maintained by the Legislation 
Design and Advisory Committee. 

Regulations Review Committee 

28. There are no grounds for the Regulations Review Committee to draw the Regulations to the 
attention of the House of Representatives under Standing Order 319. 

Certification by Parliamentary Counsel  

29. The Parliamentary Counsel Office has certified the Regulations as being in order for 
submission to Cabinet. 

Impact Analysis 

30. The NZTA completed a Cost Recovery Impact Statement (CRIS). The CRIS has been 
assessed by the Ministry of Transport Regulatory Impact Statement Assessment Panel as 
meeting the quality assurance criteria. The paper justifies the need for the increased funding. 
However, the impact of increased charges on specific operators can only be estimated.  

31. The CRIS was attached to the 26 June 2019 Cabinet paper seeking policy approval for 
amendments to the Regulations [DEV-19-SUB-0173 refers].   

Publicity  

32. The Regulations will be notified in the New Zealand Gazette.  

Proactive release 

33. I intend to proactively release this Cabinet paper shortly after decisions are made on this 
paper. Release will be subject to appropriate redactions.  

Consultation  

34. The Ministry of Transport consulted the following agencies in drafting this paper: State 
Services Commission, Ministry of Business, Innovation and Employment, Ministry for the 
Environment, Ministry for Primary Industries, Ministry of Health, Ministry for Culture and 
Heritage, New Zealand Police, WorkSafe New Zealand, Fire and Emergency New Zealand, 
New Zealand Transport Agency, and the Treasury.  

35. The Department of the Prime Minister and Cabinet has been informed.  

Recommendations 

I recommend that the Cabinet Legislation Committee: 

1. note that on 22 July 2019 Cabinet: 

1.1. noted the contents of the submission and supplementary information attached to 
CAB-19-SUB-0353, New Zealand Transport Agency’s Rail Safety Regulatory 
Function: Proposed Funding for 2019/2020 – 2023/24  

1.2. invited the Minister of Transport to develop a revised proposal with a tiered approach 
to the proposed fees and charges to minimise the impact on the tourism and heritage 
sector 
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1.3. authorised a group of Ministers comprising the Minister for Arts, Culture and Heritage, 
the Minister of Tourism, the Minister of Finance, and the Minister of Transport to have 
Power to Act to take final decisions on the revised proposal [CAB-19-MIN-0353 
refers] 

2. note that on 30 July, 3 August, 4 August and 11 August 2019, the Ministers with Power to 
Act agreed to implement changes to the fees and charges that fund the New Zealand 
Transport Agency’s rail safety regulatory function [OC190728 refers] 

3. note that the Railways Regulations 2019 will give effect to the decision referred to in 
paragraph 2 above 

4. authorise the submission to the Executive Council of the Railways Regulations 2019 

5. note that the Railways Regulations 2019 come into force on 1 January 2020. 

 

Authorised for lodgement 

 
 
 
 
Hon Phil Twyford 
Minister of Transport  




