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E6 Overall Assessment and the Regional Role

While the opportunities for major changes in modal shares are probably limited, the projected
growth in the freight task as a whole means that even retaining modal shares broadly in line
with current levels will result in significant increases in the volumes handled by rail and
coastal shipping. For rail, accommodating these increased traffic levels will require the
provision of additional capacity in terms of infrastructure, particularly for expanded intermodal
terminals, some additional rail track capacity and possibly the reinstatement or construction
of private sidings, and in terms of additional rail rolling stock. For coastal shipping there may
need to be investment in port inter-modal terminals and also the provision of additional
coastal capacity.

A key role for the Region is to facilitate many of these actions by bringing the various
interested parties together. Where investment or other action is required by the Government
for example in the possible upgrading of the Otira Tunnel, or in the framework within which
coastal shipping operates, the Regional Council would have an advocacy role, supporting the
other parties involved. The Region also has a role in identifying possible sites for inter-modal
terminals and seeking to establish a planning regime which protects both their future
development and the use of the road and possibly rail connections which serve these for
intensive operation by freight vehicles.
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1 Introduction
1.1 Background to the Study

The movement of freight plays a vital role in sustaining and supporting economic
development and contributes to the high quality of life experienced by New Zealanders. The
freight sector is an essential component of export industries, linking areas of production to
the ports where goods are sent overseas and its costs form a component of the overall costs
of supplying world markets.

The freight sector also supports a wide range of domestic activities including:
¢ linking suppliers of raw materials with the industries that use or process their goods
e transporting semi-finished components within the manufacturing sector
e distributing finished products to retail outlets

e Supporting household activities through for example the transport of waste,
household deliveries and removal services.

In the current economic downturn the role of the freight sector in providing efficient and cost
effective transport is even more important ensuring that firms operating in world markets
have the best possible opportunities to compete and the effects of the downturn on New
Zealand are minimised.

The volumes of freight moved within, to or from or through the Canterbury Region are
substantial at about 36 million tonnes per year, equivalent to about 70-75 tonnes per person,
and these are expected to grow strongly.

However the movement of this volume of freight touches almost all parts of the community,
having adverse impacts on those living alongside the road network, particularly through the
movement of large vehicles along unsuitable routes. The movement of goods by road is also
a major contributor to the emission of greenhouse gases. The movement of goods by rail
and coastal shipping may reduce the environmental impacts particularly the level of
emissions. Reflecting this, Environment Canterbury through the RLTS has identified the
importance of supporting the use of alternative modes and Policies 1.5 and 1.6 calls for rail
and coastal shipping to be supported as part of the Canterbury land transport system. This is
reinforced in Policy 5.1 “Provide for the effective movement of freight in ways that are
efficient, safe and sustainable ensuring the guiding principles for freight are applied.” where
sub-policy 5.1.7 looks for this to be achieved by "Supporting opportunities for efficient
transport of freight by alternatives to roads”

The current study seeks to address this issue.

1.2 Approach Undertaken

The approach taken for the study has brought together material from a number of sources
including:-

e A detailed review of data collected as part of the National Freight Demands Study
(NFDS) and analysed to identify the position for the Canterbury Region
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e Additional information and data analysis on the scale of coastal shipping and the
issues underlying freight mode choice undertaken in conjunction with the Rockpoint
Coastal Shipping Study

e Interviews with a number of key agencies concerned in some way with the movement
of freight within or to and from the Canterbury region, as owners of goods,
transporters of goods or with the provision of supporting services such as
infrastructure provision or services to the freight industry offered by freight
forwarders.

On the basis of the information and views gathered from these different sources an
assessment was made of:-

¢ The general freight characteristics of the Canterbury Region (Section 2)

e Current and forecast future freight flows, in particular highlighting the role of rail and
coastal shipping in serving the longer distance movements to and from the Region
(Sections 3 and 4)

e The networks and patterns of operation for the three main modes of road, rail and
coastal shipping (Section 5)

e The results of the interviews and an assessment of the drivers of the choice between
alternative modes (Section 6)

e Future developments and the potential for diversion to rail and coastal shipping
(Section 7)

e Steps that might need to be taken to support modal shift (Section 8)
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2 Characteristics Underlying Freight Movements in the Canterbury
Region

Before considering the details of the current and future freight task in the Canterbury region
it is probably useful to present a broad overview of the key characteristics which underlie the
demand for freight movement in the Region and which set the background to the subsequent
more detailed analysis of the position. These key characteristics include:-

The production within the Region of primary commodities for local, national and
international markets. This includes dairy products, logs and timber, meat and other
agricultural products, particularly wool, grain and fish and aggregates and other
building materials;

The location within Canterbury and particularly Christchurch of a wide range of
manufacturing activities serving local, national and international markets. These
range from the limited processing of primary products, such as the production of milk
powder and fish processing to the production or overhaul of very sophisticated items
including for example the manufacture of jet boat motors and swing-lift equipment for
road goods vehicles and the overhaul of aero jet engines. As well as generating
international imports and exports of raw materials and finished production, mainly by
sea, these activities also generate substantial flows of domestic traffic, bringing in raw
materials and semi-finished products and sending out finished goods to markets
elsewhere in New Zealand especially in the north of the North Island

The function of Christchurch as the distribution centre for the South Island and in
some cases the southern part of the North Island for a wide range of commodities
supplying both industry and private consumers

The function of the Port of Lyttelton as a major point for export and import of a range
of primary and manufactured goods for both the Canterbury Region and much of the
rest of the South Island including West Coast, Tasman/Marlborough, Otago and
Southland.

The function of the port of Timaru serving more local markets primarily within the
Canterbury region

Christchurch is also at a central point in the South Island where the major east-west rail and
road routes connecting with the West Coast intersect the main north-south routes provided
by SH1 for road and the main north-south rail line, connecting Picton and the North Island to
Invercargill and the south of the South Island. Associated with the activities identified above
are substantial flows in the north south corridor between Christchurch and Auckland of a
range of manufactured goods and components for retail and industrial and commercial
markets and very heavy flows of coal between the West Coast and Lyttelton Port.
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3 Current Freight Transport Patterns
3.1 Introduction

The recently completed NFDS has been used as the major source of information on current
freight patterns affecting the Canterbury region. The study was based essentially on a
bottom-up analysis which identified a number of major commodity groups and identified the
patterns of transport associated with these in some detail. This analysis was based on a
large number of interviews with key parties supplemented by a detailed review of published
and unpublished statistical material.

Alternative estimates of the total freight task exist, based on assumptions about the use of
road user charges and more direct estimates of the freight task handled by rail and coastal
shipping. From these, it was estimated that the analysis of the detailed commodity groups
covered about two-thirds of the total freight task. The numbers derived from the bottom-up
commodity based analysis were therefore factored up to match the overall total freight task
identified as above.

In the analysis that follows in this section, some of the figures, particularly looking at the
detailed breakdown of freight movements, relate to the specific commodities identified in the
NFDS and some relate to the overall totals after adjustment. This therefore needs to be
taken into account when considering the material in the section.

3.2 Freight Patterns derived from NFDS

3.2.1 Key Findings
The volumes of freight potentially impacting on the Canterbury region include:-

Flows wholly within the regional boundaries,

¢ Flows between locations within the region including the ports and locations outside;
and

e The flows passing through the region.

The volumes of these for 2006-07 are set out in Table 3.1

Table 3.1
Total Freight Flows Impacting on Canterbury Region 2006-07
Movement Type Million Tonnes Per Cent of Total
Internal 22.3 62%
Inter-regional 12.0 34%
Through 1.5 4%
Total Impacting on Region 35.8 100%

Traffic impacting on the Region is dominated by internal traffic and of the inter-regional
traffic, a relatively high share is represented by the coal traffic from the West Coast. Through
flows are only small.

3.2.2 Internal Movements

Internal movements within the Region in total are estimated to amount to about 22 million
tonnes in 2006-07 and the breakdown of these for the commodities identified is set out in
Figure 3.1.
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Figure 3.1
Internal Freight Movements within the Canterbury Region for Selected Key
Commodities 2006-07 (million tonnes)

Within the Region, the key movements are milk and dairy products, logs and timber products
and aggregates and other building materials, which between them represent about three
quarters of all identified flows. These are generally low value commaodities which are typically
only transported limited distances.

Milk and Dairy Products

Liquid milk is produced across the region and transported to a number of processing plants.
The industry is dominated by Fonterra who have processing plants at Kaikoura, Clandeboye,
and Plains (Christchurch), but with the increase in milk production in the area two new plants
have recently been commissioned. Synlait have a plant at Dunsandel to the south of
Christchurch and NZ Dairies have a plant at Studholme in Waimate. Typically milk is
transported by road from farms to the processing plants, although measures to move liquid
milk by rail from collection points both within and outside the Canterbury region to the
Temuka railhead close to Clandeboye are currently being explored.

From the processing plants a combination of rail and road is used to move dairy products
either to intermediate storage points or to the ports for export. The share of rail in this
market is fairly small at about 7 per cent. The large Clandeboye processing plant is not rail
connected and the majority of the product is transported by road to Timaru for export. For
other movements, distances are typically short and are not generally attractive for movement
by rail.

Logs and Timber Products

Logs and timber products account for about 5-6 per cent of internal movements. Forests are
widely distributed across the Canterbury Region and there are also a number of sawmills
processing the product, both for domestic consumption and for export. Because of this and
the limited penetration of the rail network, the logs and timber products are typically handled
by road and the volumes handled by rail for internal movements are only small.
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Aggregates and Building Materials

Aggregates are typically a low value product and with a wide range of sources of supply
therefore tend to be transported over relatively short distances. At present in Canterbury as
elsewhere in New Zealand they are handled almost exclusively by road except for relatively
small volumes required for ballast on the rail network. A similar position exists for the
movement of concrete, and while cement is transported by sea into Christchurch, it is
distributed by road within the region.

Livestock and Meat

Canterbury is the largest export meat producing area in the country, with output in 2006-07
amounting to about 170,000 tonnes. The main meat producing plants are located along the
coast at Belfast, Christchurch, Ashburton, Timaru and Pareora. Livestock into the plants is
transported entirely by road. However rail has a significant share in the movement of the
output of the plants within the region.

Distribution of manufactured goods

Christchurch is an important distribution centre, serving both the Canterbury region and the
majority of the rest of the South Island (and in some cases even the southern parts of the
North Island). The volumes of manufactured products transported within the region to and
from the key distribution centres are therefore substantial and rail has a modest share of this
market

Movements by Rail

Internal movements by rail amount to about 0.35 million tonnes or about 2 per cent of the
total. The key commodities handled by rail are summarised in Table 3.2

Table 3.2
Internal Movements by Rail 2006-07
(000 tonnes)
Product 000 tonnes
Milk and dairy products 45
Logs, Paper and Timber products 5
Meat 50
Other agricultural products inc fish and wool 70
Metals and Chemicals -
Food and Other Manufactured Products 110
Not Elsewhere Specified (NES) 70
Total 350

3.2.3 Inter-Regional Traffic
Total Inter-Regional Traffic

Inter-regional traffic to or from the Canterbury region amounted to about 12 million tonnes in
2006-07. The overall breakdown for the commodities identified is set out in Figure 3.2 and
the breakdown by broad corridor in Figure 3.3.
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Figure 3.2
Freight Movements into and out of the Canterbury Region for Selected Commodities
2006-07 (million tonnes)
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Freight Movements to and from Canterbury by Corridor for Identified Commodities
2006-07 (million tonnes)

Inter-regional traffic in tonnage terms is dominated by the movement of coal from the West
Coast, which represents about a third of the total commodity movements identified. There
are also substantial volumes of retail and courier traffic, reflecting Canterbury’s role firstly as
a distribution centre supplying the South Island and being supplied in turn from Auckland and
secondly as a manufacturing centre supplying other areas and particularly the major markets
in the Auckland and other parts of the upper North Island.

The total flows by direction are set out in Table 3.3
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Table 3.3
Total Inter-Regional Flows to and From the Canterbury Region 2006-07
(Million tonnes)

ExtDeersnt?rl‘;)tli'Lg:n/ To Canterbury From Canterbury Total
Northland 0.3 0.0 0.4
Auckland 0.9 0.2 1.2
Waikato 0.1 0.1 0.2
BOP 0.1 0.1 0.2
Gisborne 0.0 0.0 0.0
Hawke's Bay 0.0 0.0 0.0
Taranaki 0.0 0.1 0.1
Manawatu 0.2 0.3 0.5
Wellington 0.0 0.3 0.3
Tasman/Marlborough 1.0 0.6 1.6
West Coast 4.4 0.2 4.6
Otago 0.8 1.3 2.1
Southland 0.4 0.4 0.8
Total 8.3 3.7 12.0

The overall pattern shows that the Canterbury region receives more goods from the North
Island than it sends out, particularly for the areas to the north of Wellington. This imbalance
in flows has implications for the operation of the transport system, since it implies a high level
of empty running for transport providers northbound.

The importance of the distribution and manufacturing component is highlighted if the corridor
volumes are measured in terms of tonne-kms rather than tonnes reflecting the distance that
goods are transported as well as their tonnage and this is set out in Figure 3.4. This also
highlights the movements of grain between Canterbury and Manawatu-Wanganui Region for
malting and the movement of petroleum from Whangarei to Canterbury.
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Figure 3.4
Freight Movements by Corridor for Identified Commodities 2006-07 (Billion tonne-
kms)
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Volumes transported by Rail and Coastal Shipping

The volumes transported by rail to and from the Canterbury Region by broad commaodity
group are set out in Table 3.4.

Table 3.4
Rail Inter-Regional Movements by Commodity 2006-07
(million tonnes)

Product Cant::bury Ca:t':rl::ury Total
Milk and dairy products 0.07 0.05 0.12
Logs, Paper and Timber products 0.05 0.01 0.06
Meat 0.05 0.07 0.12
Other agricultural products inc fish and wool 0.04 0.11 0.15
Coal 2.37 0.00 2.37
Metals and Chemicals 0.08 0.01 0.09
Food and Other Manufactured Products 0.47 0.43 0.90
NES 0.04 0.03 0.07
Total 3.17 0.71 3.87
Total exc Coal 0.80 0.71 1.51

Coal represents by far the largest commodity carried by rail to or from Canterbury,
accounting for over 60 per cent of the total and giving a high imbalance between inbound
and outbound flows. However excluding coal the flows are broadly in balance.

The figures also demonstrate the importance of processed or manufactured products in
movements by rail, including dairy products, meat, and “food and other manufactured
products”. With the exception of coal, the movements of primary products by rail into or out
of Canterbury are very limited.

The inter-regional movements by rail by regional origin or destination are set out in Table
3.5.
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Table 3.5
Rail Inter-Regional Movements by Origin and Destination 2006-07
(million tonnes)
External Origin/

Destination To Canterbury From Canterbury Total
Northland 0.00 0.00 0.00
Auckland 0.37 0.17 0.54
Waikato 0.01 0.02 0.03
Bay of Plenty 0.02 0.03 0.05
Gisborne 0.00 0.00 0.00
Hawkes Bay 0.05 0.02 0.07
Taranaki 0.01 0.01 0.02
Manawatu 0.03 0.07 0.10
Wellington 0.01 0.03 0.05
Tasman/ Marlborough 0.05 0.02 0.07
West Coast 2.39 0.01 2.39
Otago 0.08 0.24 0.32
Southland 0.15 0.08 0.23
Total 3.17 0.71 3.87
Total excluding coal 0.80 0.71 1.51

Apart from highlighting the importance of the movement of coal from the West Coast, Table
3.5 also highlights the importance of the inter-regional movements by rail to and from Otago
and Southland, and also the longer distance movements to and from Auckland. This again
reflects the linkages between the two areas with Auckland both supplying the Canterbury
region with goods but also acting as a market for goods produced in the Canterbury region.

The flows which result represent a combination of flows. The flows to and from Auckland
largely represent the movement of manufactured goods from suppliers and manufacturers in
one urban area to customers in the other. For the shorter distance movements however the
flows represent both the movements of goods to domestic consumers and also the movement
of more basic commodities such as meat and dairy products for export.

A similar analysis can be undertaken of coastal shipping patterns and these are set out in
Table 3.6. The figures in the table include both bulk cargoes such as cement and petroleum
products which move almost entirely by coastal shipping as well as general cargo movements
which travel by a variety of modes including road and rail. The bulk cargoes are mainly
represented by the flows to Canterbury from Northland and from the West Coast. The
balance therefore relates to the movements of general cargo. This is transported by general
cargo vessels, either those wholly engaged in domestic trades, such as those operated by
Pacifica and Straits Shipping or international vessels carrying coastal cargoes between calls in
New Zealand forming parts of longer international journeys.

These figures have been derived from the totals set out in the NFDS. These are currently
being updated as part of the Rockpoint Coastal Shipping Study, although initial indications are
that these are generally representative of the true position. The figures relate to the
movement of purely domestic cargoes with both an origin and destination in New Zealand.
Transhipment cargoes which have one of their journey ends overseas are not included,
because of the difficulty experienced in the NFDS of getting information on these.
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Table 3.6
Canterbury Coastal Shipping Flows from NFDS 2006-07
(million tonnes)
External Origin/ Destination To Canterbury From Canterbury Total
Northland 0.24 0.00 0.24
Auckland 0.36 0.07 0.43
Waikato 0.00 0.00 0.00
Bay of Plenty 0.13 0.00 0.13
Gisborne 0.00 0.00 0.00
Hawkes Bay 0.00 0.00 0.00
Taranaki 0.00 0.00 0.00
Manawatu 0.00 0.00 0.00
Wellington 0.08 0.04 0.12
Tasman/ Marlborough 0.00 0.02 0.02
West Coast 0.16 0.00 0.16
Otago 0.00 0.00 0.00
Southland 0.00 0.00 0.00
Total 0.97 0.13 1.10

Unlike the position for rail, for coastal shipping Canterbury is in general a recipient of general
cargo coastal shipping flows, with outbound flows being fairly limited. For both outbound and
inbound flows, the flows are dominated by the movements to or from Auckland. There is
also a significant movement between Canterbury and Wellington. As a coastal shipping port
Lyttelton is very important handling 70 per cent of the domestic general cargo coastal traffic
within the country.

As discussed above there are also significant movements of bulk cargoes, petroleum products
and cement into Canterbury from Whangarei/Marsden Point and Westport.

Putting together the information on the volumes transported by rail and coastal shipping with
the total volumes of freight transported to and from Christchurch, it is possible to estimate
the modal splits for the key corridors serving the region and this is set out in Figure 3.5
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Figure 3.5
Modal Splits in Key Corridors to and from Canterbury 2006-07
(Rail and Coastal Shipping as percentages of Total Tonnages)

For movements to and from Auckland, where the potential market is fairly large, the
distances are relatively long and where a range of coastal shipping opportunities exist, with
both movements of domestic and international vessels, there is a relatively high modal split
for rail and coastal shipping. These probably account for about 70-80 per cent of total
movements between the two areas. The southbound movement, where the modal share for
road is higher has a high proportion of flows between the major distribution centres in the
two centres where the timing of journeys may be more important, giving greater opportunity
for the use of the faster road transport. In the reverse direction these pressures may not be
so evident.

In addition the modes of coastal shipping and rail are more suitable for the movement of
heavier loads which would exceed the normal limits set for road transport. Again this may
favour the types of commodities moved from Canterbury with greater levels of more basic
products rather than the lighter commodities moved southbound.
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4 Future Freight Demands
4.1 Introduction

The NFDS has also made estimates of future freight flows based on growth estimates for
each of the commodity groups identified. A variety of approaches was used, combining views
of those interviewed, published sector forecasts and the development of other simple
forecasting approaches based on trend analysis, or linkages to other economic variables.
They also took into account where appropriate likely changes in distribution patterns.

The forecasts were made on the basis of a business as usual scenario and did not assume
any major interventions to change the modal splits, other than the introduction of the
Emissions Trading Scheme, which however was considered to have only limited impact.
Overall for New Zealand as a whole the overall freight task was forecast to increase by about
75 per cent over the 25 year period up to 2031.

4.2 Overall Growth in the Canterbury Region

For the Canterbury region a rather faster rate of growth is predicted with the volumes of
freight carried within or to or from the region forecast to almost double over the period, a
rather higher growth than expected for the country as a whole. The forecast growth by
commodity is set out in Table 4.1 and the growth by corridor is set out in Table 4.2.

Table 4.1
Forecast Growth in Canterbury Freight for Identified Commodities 2006-07 to 2031
(million tonnes)

Commodity 2006-07 2031 Growth (per cent)
Milk and Dairy Products 3.0 7.7 159%

Logs and Timber Products 2.3 3.5 52%

Meat and Livestock 1.0 0.8 -26%
Horticulture 1.4 2.9 105%
Petroleum 1.0 1.0 0%

Coal 2.7 6.7 146%
Aggregate 6.7 13.3 100%
Limestone, Fertiliser, Cement and Concrete 2.4 6.3 163%

Other Minerals and Metals 0.2 0.2 0%
Retailing and Couriers 2.4 3.8 60%

Total 23.1 47.0 103%

The forecast growth in the freight task is driven in particular by the growth in milk and dairy
products, coal travelling from the West Coast and in aggregates and other building materials.
This growth is somewhat offset by a decline in the volume of meat and livestock and constant
volumes of petroleum and of other minerals. The relatively low growth for “retail and
couriers” reflects changes in distribution patterns with more direct importing into regional
ports.

Richard Paling Consulting 13
in association with IPC & Associates Final Report



Potential for Increased Use of Rail and Coastal Shipping
for Freight in Canterbury

Table 4.2
Forecast Growth in Total Canterbury Freight by Corridor 2006-07 to 2031 (million
tonnes)
Corridor 2006-07 2031 Growth (per cent)
Auckland 1.2 1.6 37%
Other North Island 1.8 2.7 51%
Tasman 1.6 2.8 78%
West Coast 4.6 10.6 131%
Canterbury 223 46.8 110%
Otago 2.1 4.1 94%
Southland 0.8 1.2 51%
Total 34.3 69.7 103%
Total Inter-regional 12.0 22.9 91%

The highest growth rates are forecast for internal movements within the Canterbury region,
reflecting in particular the growth in milk and dairy products and aggregates and other
building materials which as identified above are expected display substantial growth in the
volumes transported. Substantial growth is also predicted for movements to and from the
neighbouring regions of West Coast (which reflects increases in coal volumes) and Otago.
The growth in the Auckland corridor is relatively low, reflecting anticipated changes in
distribution patterns with higher volumes of import or export commodities being delivered
directly to the region rather than being routed through Auckland as is typically the case at
present.

4.3 Forecast Changes in Modal Shares

Forecasts have also been made of the modal splits by corridor and these are set out in Figure
4.1
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Figure 4.1
Forecast Changes in Modal Splits in Key Corridors to and from Canterbury 2006-07
(Rail and Coastal Shipping as percentages of total tonnages)
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In general in the absence of specific interventions to influence the shares of rail and coastal
shipping within the corridors, the modal shares are forecast to remain broadly unchanged
over time. There would be a small forecast increase in the share handled by rail, and some
reduction in the share of coastal shipping, this latter reflecting in part little or no growth in
the movement of petroleum and also changes in the pattern of cement manufacture and
distribution. It should however be noted that even on the assumption of broadly constant
modal shares, the growth in the overall freight task would mean that the volumes handled by
rail and coastal shipping would increase significantly, which by itself may present a major
challenge for these modes, given largely static flows over recent years. Possible
infrastructure issues are discussed below in the next Section, but the main challenges will be
developing the operational and institutional frameworks within the rail and coastal shipping
sectors which would permit these increased volumes to be transported.

To get a major shift away from road would therefore require specific interventions on the part
of the modal operators, the owners of the commaodities or regional or central agencies. The
potential for these is discussed below in Sections 7
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5 Modal Patterns
5.1 Rail Network

5.1.1 Introduction

The rail network serving Canterbury consists of three main routes, the North line towards
Picton and the North Island, the West line (also known as the Midland Line) towards the West
Coast and the South line to Otago and Southland. The characteristics and operations of
these three routes are set out briefly in the following sections, and a map of the network is
set out in Figure 5.1
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Figure 5.1
The South Island Rail Network

In general the rail network is constrained to an 18 tonne maximum axle weight which limits
the volumes that can be carried and results in greater train lengths which in turn can pose
operational issues. While ONTRACK would favour increased axle weight limits, possibly up to
22.5 or even 25 tonnes, as yet the work required to achieve this is not funded.
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5.1.2 The North Line

The North Line provides the link between Christchurch and Canterbury and the North Island
via the Cook Strait Ferries. This handles 5 freight trains per day, mainly of domestic cargo
particularly to and from Auckland but with some exports bound for Auckland or Tauranga plus
one passenger train. The major transport operators including Toll, Mainfreight and PBT all
have their own private sidings which they use for movements to and from the north.

The trains operated along this route include two trains focussed on the retail trade providing
regular transfers to the DCs in the Christchurch region from DCs and other sources of supply
further north and with some similar movements in the opposite direction. However there are
issues with the timing of these trains as the arrival times in Christchurch at about 7 am are
too late to allow the delivery of their cargoes at the beginning of the working day.

While most of the traffic travels the full length of the route within the Region and indeed as
far as Picton, there is some intermediate traffic generated in the Rangiora area and further
north by the salt facility at Lake Grasmere.

All traffic to and from the North passes through the marshalling yards at Middleton where
trains are split and built-up.

It is generally perceived that track capacity does not act as a constraint on this component of
the network with abundant passing loops although the line is very susceptible to disruption
from rock falls and similar events, particularly in the winter. Like the rest of the rail network,
operations do however suffer from shortages of rolling stock although with the recently
announced purchase of locomotives and wagons these constraints may ease in the future.

5.1.3 The Southern Sector

The Southern sector covers the lines down to Invercargill. There are 5 trains per day
between Christchurch and Dunedin of which 4 carry on to Invercargill. Generally, the line
capacity is regarded as adequate.

70 per cent of the traffic on the lines is related to international movements and is therefore
linked to the ports at Lyttelton and Port Chalmers and to a lesser extent to Timaru. The main
commodities handled are milk, meat, timber and coal (for the domestic market) and retail
products. The volumes carried have been broadly static, reflecting the limited growth in the
movement of primary products and the increasing importance of rapid delivery times for the
retail sector.

There are two trains per day carrying retail products (with an appropriate timing) one from
Christchurch to Dunedin, and one from Christchurch to Invercargill.

Most of the general freight moves south with bulk flows primarily travelling north. Flows of
milk products, mainly powder from Edendale and some from Clandeboye are important,
although much of the output from Clandeboye is transported by road to Timaru...

Because of the gradients, trains are limited to 1100 tonnes south of Oamaru.

There are issues of reliability especially for the longer and more time sensitive retail trains.
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5.1.4 The Western Sector (or Midland Line)

The West sector comprises the Midland line to the West Coast. It is primarily used for the
movement of coal between the West Coast and the Port of Lyttelton operating at up to 8
trains per day. In addition the line also handles 2 general freight trains moving goods from
the West Coast and one passenger train in each direction. The general freight trains mainly
handle manufactured dairy products from the Westland Dairy plant at Hokitika (all
containerised), Oceana gold, logs from Stillwater and domestic coal traffic. The general
freight services only operate as far as Reefton, with coal trains only beyond that. The limited
capacity available for general freight trains is believed to constrain the volumes carried by
rail.

The capacity on the line is fairly tightly constrained by the capacity of the track in particular
through the Otira Tunnel, where the venting of waste gases causes some limitations. At
present the use of 30 wagon trains requires the use of 5 locomotives through the tunnel and
the expansion to 45 wagon trains required to move 5 million tonnes of coals would require
trains powered by 7 locomotives so the problems caused by the waste gases is substantial
and limits the numbers of trains which could be handled.

While the option of using electric locomotives exists, the tunnel suffers from power supply
constraints, and it is reported that there are issues in powering the venting fans in the tunnel.

In terms of the physical capacity of the line, in general it is considered that it would be
reasonably easy to expand the capacity of the line to about 5 million tonnes per annum with
only limited works which could be easily achieved but extensions beyond this would require
more fundamental works. Extending the trains would also require changes to the coupling
system although that was not seen as a major issue.

Westbound rail flows are generally very light but there is believed to be little freight in this
sector, other than direct delivery to supermarkets and some movement of fertilisers and
associated agricultural products.

Over the short-medium terms it is planned to expand the volume of milk products
transported, necessitating the extension of the sidings at Hokitika. This work is currently in
hand. There are also proposals to make use of the capacity available for westbound
movements to carry petroleum products on the route in ISO tank containers which could be
used to supply major customers in the West Coast. This is discussed further in Section 7
below.

5.1.5 Port Access

In order to overcome potential land shortages within the port, an inland depot, CityDepot,
with a rail connection to the wharves has been established at Chapmans Road in Woolston.
This is served by dedicated rail shuttle trains providing 5 round trips per day between the
port and the depot. At present this mainly handles empty containers but there is some
loaded export traffic and the port are aiming to expand this. Movements to and from the
CityDepot on the land side are primarily by truck but again efforts are being made to increase
the number of rail movements.

5.1.6 Total Rail Freight Movements

Using the information from the NFDS for 2006-07 reported above in Section 3, the volumes
on the rail network at the regional boundaries (including through trips which are relatively
small are as set out in Table 5.1
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Table 5.1
Total Rail Movements across the Canterbury Regional Boundary by Line in
2006-07 (million tonnes)

Sector Total Rail Flow
North 1.17
South 0.80
West 2.45

Flows in the Western sector primarily coal dominate the total rail movements to and from the
Canterbury Region. Flows in the north-south corridor have a slight predominance for the
north with the connections to the North Island, but there are also substantial flows to the
south.

5.2 Ports and Coastal Shipping

5.2.1 Ports

There are two main ports in the Canterbury Region, Timaru and Lyttelton, both of which
serve both international and domestic trades. Lyttelton is the larger port, handling about 4.6
million tonnes of international traffic in 2007, of which coal from the West Coast represents a
significant proportion. It is also a major coastal shipping hub, handling an estimated 1.4
million tonnes of traffic including both bulk and general cargo. The total traffic through the
port includes about 200,000-250,000 TEUs of container traffic.

Timaru handled about 0.7 million tonnes of international traffic in 2008 of which movements
from the dairy factory at Clandeboye represent a significant proportion. The volumes of
coastal traffic are relatively small.

The ports are owned by local authorities although unusually in this case the Regional Council
does not have a holding.

With the economic downturn, typically the major import container flows into New Zealand
have been reduced although changes in service patterns has meant that import container
traffic at Lyttelton has increased. Export flows in the peak season now under way generally
are buoyant. There is however concern as to the likely position after the peak harvest season
and a general expectation that overall flows will drop.

The introduction of much larger vessels, carrying up to 11,000 TEUs into New Zealand trades
is currently being discussed. Accommodating vessels of this size and with large potential
container transfers would be challenging and ports would be required to make substantial
investments to be able to receive these effectively. To address the challenges that this would
raise and other port operating issues, at least two pairs of ports in New Zealand have been
or are in discussion regarding some form of linkage although this would not necessarily
involve complete amalgamation with single pan-port structures. What is more likely is some
form of formal working arrangement with regard to handling equipment, wharves, tugs etc
which form the high cost items and where there may be particular savings in making the
most efficient use of the assets. One of these ports is Lyttelton which is considering some
form of arrangement with Port Chalmers but no information is available on the status and
progress of these discussions. It would not be surprising if those talks subsequently embrace
Timaru in the near future but we have not had this confirmed.
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The whole issue of the ‘public’ ownership of ports —in whole or in part — is also a topical
discussion since it is not clear that this provides the most efficient framework when judged
from a national basis and may encourage over-investment as ports compete to attract
international shipping lines. Possible options include some form of rationalisation with
government taking a closer interest (although not moving towards nationalisation) and/or a
more public holding of shares. Either way this would require amendments to the 1988 Port
Companies Act.

Throughputs across Canterbury wharves will be enhanced by the movement of the Pike River
coal through Lyttelton and, possibly, at a later date by the Weston Holcim cement through
Timaru. However this latter has not yet completed the RMA process and no firm decision has
been reached with regard to a new Weston based plant or an upgrading of their West Coast
facility. Both of these two new traffics will be transported by rail.

5.2.2 Coastal Shipping Services

Dedicated and regular coastal shipping services which serve the Canterbury Region can be
split into two types — bulk services and liner services serving more general cargoes. Bulk
services include the dedicated specialised ships that move petroleum and cement cargoes
from Westport and Portland (cement) and Marsden Point (petroleum).

Cement consumption and hence production and movement relies heavily on the number of
building permits issued in New Zealand which in 2008-09 stands at 12,000 after a 32,000
peak in 2004-05. Thus both main cement plants are running well under capacity thus
possibly slowing down decisions for the replacement of the aging ships currently in the trade.
The reinvestment decision for Holcim is also affected by the possible location of their cement
plant to Weston, where the linked use of the port of Timaru would permit the operation of a
larger and more efficient vessel, since this would not have to meet the constraints imposed
by operations at Westport.

Meanwhile the oil services are, in the main, provided by two modern double-hulled tankers
(each about 40,000 tons deadweight) where replacement is not a current issue. These two
ships are controlled and operated by Silver Fern Shipping and carry 2.2 million tonnes
nationally to a programme set by Coastal Oil Services. Top up tonnages of some products
not produced by the refinery at Marsden Point are moved directly from overseas on chartered
vessels.

Other bulk trades are provided on a more ad hoc basis for the movement of fertiliser and
some chemicals, but these tend to be on specially chartered vessels.

Two New Zealand owned shipping companies who have both been operating for several
years provide regular coastal shipping services for general cargo. Pacifica Shipping link
Lyttelton and Port Chalmers with Tauranga and Auckland on the east coast with an un-geared
container ship, and their second service also serves Auckland at the Onehunga west coast
port linking with Lyttelton, Nelson and New Plymouth. This second ship is geared (i.e. has its
own cranes) and both ships aim to work to strict timetables ensuring weekly calls at Lyttelton.
The current Pacifica service schedule has been in operation since late 2008.

The second shipping company, Strait Shipping, utilises a roll-on / roll-off vessel on the very
traditional Lyttelton/Wellington service moving containers and wheeled traffic on two round
trips per week.

The current timetable for the two services for the key Christchurch/Tauranga/Auckland
movements is summarised in Table 5.2. As discussed above both services do serve other
ports
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Table 5.2

Current Regular General Cargo Coastal Shipping Services serving Canterbury

Services from Lyttelton

Operator

Depart Lyttelton

Arrive Wellington

Arrive Tauranga

Arrive Auckland

Pacifica — East Coast Saturday (Cargo Monday (cargo Wednesday

(Container) receival cut off 1500 available Tuesday) (cargo available
Friday) Wednesday)

Pacifica - West Coast Monday (Cargo Thursday

(using Onehunga)
(Container)

receival cut off 1200
Monday)

(cargo available Friday
morning)

Strait Shipping (RoRo Thursday pm Friday am

+ some containers)

Strait Shipping (RoRo Saturday pm Sunday am

+ some containers)

Services to Lyttelton

Operator Depart Auckland Depart Tauranga Depart Wellington | Arrive Lyttelton

Pacifica — East Coast Wednesday (Cargo Tuesday (Cargo Friday (cargo available

(Container) receival cut off 0800 | receival cut off 2300 Saturday)
Wednesday) Monday)

Pacifica - West Coast

Saturday (Cargo

Sunday (cargo available
receival cut off 1800 Monday morning)

Friday)

(using Onehunga)
(Container)

Strait Shipping (RoRo
+ some containers)

Wednesday pm Thursday am

Strait Shipping (RoRo
+ some containers)

Friday pm Saturday am

The services provided by the domestic operators are supplemented by services offered by
international shipping lines which have been permitted to operate since law changes in 1994.
These can be split into two basic types:-

e Those provided by operators who, having discharged overseas sourced import
containers, predominantly in Auckland and Tauranga range, require empty containers
at points further south to be loaded outwards with exports.

e Those provided by operators who for similar reasons have spare capacity on their
vessels between their port calls in the North and South Islands and who carry cargo
for third party operators using this space.

Following law changes in 1994 effectively permitting international vessels to provide coastal
shipping services along the New Zealand coast, a number of entrepreneurial cargo facilitation
organisations were created to make use of the capacity now available. The majority of them
were associated or even owned in whole or in part by shipping agents and/or trucking
companies. These organisations perceived the opportunities of gaining income from finding
intra-New Zealand domestic cargo, principally available in the north and being required
further south. Such organisations then approached the overseas shipping companies to seek
use of their empty containers that were awaiting movement south for eventual export use.
Several overseas shipping companies welcomed such initiatives, made their containers
available generally at storage depots and were not concerned by what mode the short term
loaded units moved southwards. Hence, as an example, a container would be picked up at
an Auckland depot, filled, moved south, emptied and then delivered to a Christchurch storage
depot. There are tunes around that theme but the essence of the activity is as set out above.

Other shipping companies however were keen to carry the units themselves and possibly
make a small margin while doing so, but both groups contributed to the overall market.
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There are six companies formally set up to facilitate these movements of which the largest
has an annual movement approaching 15,000 containers, representing about a third of the
total market. There appears to be a market price which recognises that of the four main
modes available for the north/south domestic movement, the one using international vessels
is the slowest and possibly the least reliable in terms of delivery times. The movement of
domestic cargo is given relatively low importance by the shipping companies who see
international traffic as their main priority and in a number of cases such traffic would not be
carried on a particular sailing if this threatened the overall reliability of the service for its
international trades. However a container utilising this method can move from north to south
at a price of less than half that of a dedicated domestic operator although in practice there is
some overlapping of the price structure.

The NFDS estimated that last year approximately 50,000 containers moved along the coast
by international vessels under the co-ordination of the six consolidating operators. We
believe that this figure is growing but obtaining accurate statistics for these movements is
hampered by the variety of reporting systems employed by the ports and in some cases their
reluctance to provide information.

Because of the lack of any public sector involvement, the provision of coastal shipping
services by both domestic and international operators reflects the patterns of demand that
they perceive or can provide as an adjunct to their international operations. At meetings in
Canterbury there were requests from road carriers for more frequent services particularly on
the link between Lyttelton and Wellington. However the current ship operator advises that
while they have sufficient service time there is not enough freight available to cover the costs
of a third trip, and Pacifica have recently withdrawn their service from this route. There is
also an issue in the mode of loading to be used, in that the potential demands include a
mixture of containers and RoRo freight and combining the two on a single vessel or trying to
establish the demands for separate vessels each raises its own challenges.

However we are aware of at least one other prospective coastal operator who, stating that
they have gathered promises of cargo sufficient for another Auckland/Lyttelton link, is now at
the stage of seeking investors to enable them to obtain or charter a ship or ships. Like all
new shipping service operators such moves in an already tight market are fraught with high
risk, but may be associated with the potential to support changes in international shipping
line schedules.

The base general cargo between North and South islands is very much centred upon the
Auckland / Lyttelton route when viewed as a stand alone scenario. The next section will now
take that a stage further looking at the potentially changing needs of the international
shipping company operators.

5.2.3 Inter-relationship with International Shipping

Traditionally — and well before the arrival in the early 1970's of container traffic —
international ships called at a multitude of ports mainly to service the needs of seasonally
bound exporters. Import cargoes used fewer ports centred upon Lyttelton, Wellington,
Auckland and Dunedin. The arrival of the container ships still maintained that import pattern
but pressure from exporter groups saw the expansion of smaller second-level ports to give
the capability to handle the new vessels. This required expenditure on channel dredging,
stronger wharf surfaces and high capacity container handling equipment — cranes, straddle
carriers and fork lifts. In Canterbury Timaru was such a case in point.
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There has been, since 1970 an issue as to how inland transport plant-to-port charges are to
be handled. These were initially subsidised by the shipping company to the extent that
overall international cargo charges did not differentiate between different locations with
different transport costs to the port, but this has largely changed to a system where the
differences costs fall directly to the cargo owner. The effects of this can be illustrated in the
case of the Clandeboye dairy factory which has a natural ‘cost’ leaning towards Timaru, and
which has therefore prompted investment in the port to cater for international container ships
duplicating the investment at Lyttelton and Port Chalmers. There is clearly a trade-off
between investment in local ports and the costs of longer distance land transport, with the
costs of the ships serving different ports also entering into the picture

This issue is accentuated by the potential advent of large (11000 TEU) container ships which
provide significant reductions in the costs per slot for import and export cargo. This will
encourage the shipping lines to review their current service patterns serving a large number
of New Zealand ports and consider the potential gains of calling at only one or two ports.

This desire for rationalisation of shipping patterns will be accentuated by the current huge fall
in the demand for container shipping usage world wide and the desire by shipping companies
to review their costs. That they will want to cut their ship turn round times in New Zealand is
a given, but how they will seek to achieve this is yet to be determined. However if the
maximum number of New Zealand ports they desire to use is one or two then clearly there
will have to be a marked increase in the degree of centralisation of export cargoes to the
loading ports. Similarly the movement of import cargoes along the coast will also increase
markedly. Both of these increased trades will lie alongside the coastal shipping movements
along the coast.

Clearly the future picture is far from clear but it is almost certain that the current mix of
services will change and that steps will be taken to provide additional feeder capacity by
whatever mode is appropriate. As to whether the overseas shipping lines bring in their own
coastal ships remains to be seen although one such operator has had two such vessels on the
coast for many months.

It also remains to be seen whether the government owned rail services will be able and
willing to increase both their service levels and physical ability to meet changed internal long-
distance container freight movements, but this may be aided by the recent change in
ownership. There does appear however to be a notable proportion of stakeholders who
have little faith in the rail network and the strictures of Cook Straits and KiwiRail face the
challenge of convincing these and others of the quality and reliability of their services.

A further possible approach could lie in a revamped and expanded locally-owned coastal
shipping operation able to offer time sensitive and reliable services is also an option although
the structure of the coastal shipping sector with its mixture of domestic and international
vessels may complicate the development of this.

The role of government in this process as owners of the railways and highway infrastructure
is uncertain. Issues exist at both a national and local level since in shipping patterns may
have significant regional impacts with increased movements of traffic between ports by one
mode or another

5.3 Road Network

The strategic freight network for movements by road has been defined in the Canterbury
RLTS and this is set out in Figure 5.2.
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The Canterbury Strategic Freight Network
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Information is available on the flows on the main State Highways and this is set out for a
selection of key sites in Table 5.3.

Table 5.3
Total Traffic and Heavy Vehicle Flows on the State Highway Network in Canterbury
AADT 2007
Per cent Heavy Total Heavy
Commercial Commercial
Road Location Total Count Vehicles (1) Vehicles
State Highway 1
1S Kaikoura 2616 15.3 400
1S Waipara 7626 11.7 892
1S Waimakariki River Bridge Total 37265 6.3 2350
1S Russley Road 23572 9.8 2310
1S Dunsandel 9822 14.4 1414
1S Timaru 21080 7.2 1518
1S St Andrews 5831 15 875
Other Rural Links
7 Lewis Pass 1213 151 183
8 Tekapo 1735 12.1 210
73 Arthurs Pass 1423 11.7 166
73 Springfield 1631 12.3 201
75 Motukarara 2560 6.4 164
77 Methven 1251 6.6 83
77 Rakaia Gorge 970 7.6 74
78 Port Loop Timaru 2913 6.9 201
79 Geraldine 2908 7.4 215
Selected Urban Links
73 Opawa Road 10458 13.9 1454
74 QEII Drive 19205 3.1 595
74 Anzac Drive N of Breezes Road 11755 5.8 682
74 Tunnel Portal Heathcote 10881 12.3 1338
Source : State Highway Traffic Data Booklet 2003-2007
Notes (1) Includes buses

State Highway 1 provides the major north-south link though the regions, serving both
movements to and from and within Canterbury and longer distance though movements,
primarily between the North Island and Southland and Otago. Even on this route, away from
the major centres heavy vehicle flows are typically low, although they can represent 15 per
cent or more of the total traffic along particular route sections, particularly at the regional
boundaries. Higher flows are experienced on the south than in the north, reflecting the role
of Christchurch as a centre for the South Island as a whole with the higher flows to and from
the south reflecting the greater population numbers in these areas. The flows away from
SH1 and the urban areas are typically small of the order of 200 per day or less, especially at
the regional boundaries crossed by SH7, SH73 and SH8.

5.4 Modal Infrastructure Constraints

The substantial increases in the volumes of freight impacting on the Canterbury Region will
increase the pressures on the transport infrastructure in the area. These increased flows will
affect both rail and coastal shipping.
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For rail with flows expected to increase by over 100 per cent even in a business as usual
scenario this growth will put increasing pressure on the rail network. However for the main
north-south line, track capacity is not seen as a constraint even with substantial increases in
flows. Recent capacity constraints caused by shortages of rolling stock have eased with the
purchase on new wagons and locomotives, although there will need to be additional
purchases over time if, as anticipated, traffic volumes increase significantly. Increases in rail
traffic will however create the need for additional intermodal terminals. These need to be at
locations with good road as well as rail access and there is a need to ensure that sufficient
suitable sites are available to meet the likely growth in demand. The growth in demand may
also require rail marshalling facilities to be used more intensively and these need to be
protected against encroachment by non-compatible uses. It would be prudent to ensure that
any new intermodal terminals are well separated from residential areas, to limit any possible
issues of reverse sensitivity, a factor that the Port of Sydney failed to recognise several years
ago to its cost.

For the Midland Line there are more significant issues with the Otira Tunnel because of the
steep gradients and the need to vent the exhaust gases, which act to limit the capacity on
the route. KiwiRail believe that it would be relatively easy to increase the capacity of the
tunnel to 5 million tonnes per year with a range of relatively small scale schemes to overcome
particular bottlenecks. Beyond 5 million tonnes per year, the issue becomes more complex,
although it is the ability to clear the air in the tunnel rather than the track capacity itself
which acts as a constraint. Options including electrification of the line or a more effective
ventilation system could address any capacity shortages. These would need to be viewed in
the light of the demands of the particular users and it is likely that the collaborative approach
which has been developed by Solid Energy and KiwiRail would be an appropriate vehicle to
progress schemes such as these.

The movement of coal and international traffic in general needs to have sufficient port
capacity available to handle increases in flows. Lyttelton Port are currently in the process of
gaining consents to deepen the approach channel to the port to allow its use by larger
vessels, and to increase the land available for coal handling by up to ten acres. The port
company also believe that there is sufficient capacity within the port to handle substantial
increases in container traffic, especially if the opportunity is taken to rationalise the land uses
within the port and possibly expand the operations at the CityDepot, measures which are
currently under investigation. Primeport Timaru, the other major port in the region, also
appears to have adequate capacity to meet likely future traffic levels.

With the possible post-recession rationalisation of international shipping services, there is the
potential for further increases in the volumes of traffic through Lyttelton port if this develops
as a hub port. This would probably result in increased freight by all three main modes.
Given the considerable uncertainties attached to the possible changes in shipping patterns, it
is not possible to make detailed forecasts of these volumes nor of the infrastructure which
would be needed to support the changes.

It is possible that while there is likely to be some rationalisation at least of the main
international container services, it is unclear what form this will take with for example
development of a one hub port or two hub ports model serving the South Island. If a two
hub ports model was developed with for example Lyttelton taking half the traffic from
Timaru, the volume of TEUs through the port would increase by about a third, a figure which
is regarded as within the capacity of the port, with some rationalisation of the capacity.
Transporting these containers by rail should also be within the capacity of the rail network
although there may be a need to procure additional rolling stock and upgrade existing
marshalling facilities.
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6 Interview Program, Key Results and Other Freight Modal Choice
Considerations

6.1 Introduction and Approach

In order to understand in more detail the patterns of movement identified in the NFDS and to
collect additional information, a range of interviews were undertaken with key participants in
the freight sectors. These covered both firms and agencies based in the Canterbury Region
and also a number of firms with main bases elsewhere but who sent significant volumes of
goods into or out of the region by a variety of modes. For each of these groups a range of
information was sought, including the broad magnitudes of the volumes transported, the
modes used and the reasons for the choice of mode. In keeping with the work for
Environment Canterbury and for the broader study investigating coastal shipping, particular
attention was focussed on movements by rail and by coastal shipping.

To supplement the views of users, discussions were also held with the main coastal shipping
operators and KiwiRail/ONTRACK as providers of the services to get their views on the current
position as it affected the region and likely developments in future services. The key findings
from this interview program are set out in the following sections.

An important component of this work was understanding the factors which underlay freight
modal choice. This was an area on which the NFDS reported and the material from this is
therefore included at the end of this section.

6.2 Key Interview Findings

The key findings from the interview program include:-

6.2.1 Patterns of Distribution

e Many shippers of cargo to or from the Canterbury region use a logistics model based
on a distribution centre in either Auckland or Christchurch, in some cases combined
with manufacturing and with a second distribution facility in the other centre. This
therefore necessitates a range of flows between the two centres which typically
include regular scheduled movements to keep up stock levels in the secondary
distribution centre or the distribution centre away from the manufacturing plant.
These are in almost all cases supplemented by more ad hoc movements on a daily
basis. In many cases although not always the regular scheduled movement is
undertaken by rail or coastal shipping with the more ad hoc movements being
transported by road. These ad hoc movements can involve direct delivery to
customers, as well as inter-DC moves.

e The distribution centre in Auckland typically serves the North Island and that in
Christchurch the South Island. The two DC model is sometimes replaced by a three
or more DC model although in many cases the third DC, typically located in
Wellington or Palmerston North, may not stock the full range of products of the
company. Customers in the catchment areas of these smaller DCs may also be
served directly by the main DC for the island. In some instances the Christchurch DC
may be supported by a smaller DC elsewhere in the South Island.
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e The manufacturers of sophisticated engineering products of which there are a number
in the Christchurch area tend to have more ad-hoc distribution methods which reflect
the particular characteristics of their outputs. In some cases the choice of mode may
be determined by the physical characteristics of the commodities transported.

e For exports of primary products, the patterns of distribution are often simpler with a
move from the plant or location where the product is harvested either direct to the
port if it is close or to a warehouse in Christchurch if distances are larger and some
intermediate storage or repackaging is required. (Dairy products, meat, logs)

e For basic commodities the costs of transport can form a substantial component of the
total delivered costs of the product. In these cases minimising transport costs is very
important, although given the nature of the products, many of these are produced at
locations where there may be no alternative to movement by road. There is therefore
a substantial weight attached to developing the most cost effective delivery patterns
with the modal alternative or alternatives available.

e With increasing transport costs there are moves to increase in direct importing to
Christchurch for goods destined for the region, rather than importing via Auckland or
Tauranga into an Auckland DC and then transporting down to Christchurch, (by a
variety of modes).

e The movement of goods to and from Canterbury poses particular issues because of
the imbalance in flows and the need for a substantial amount of empty running
northbound. A number of road transport operators also use rail or coastal shipping to
minimise the level of empty running, and this is particularly an issue at the weekend
when travel times are not so critical.

6.2.2 Choice of modal alternatives

e The firms interviewed used a variety of modes, road for local deliveries and urgent
deliveries and road, rail or coastal shipping for scheduled longer distance movements.

e The key factors in the choice of the means of transport are typically reliability, cost,
transit time and frequency. The relative weighting of these varies from commodity to
commodity and firm to firm. In a limited number of instances, the nature of the
product, size, or its hazardous nature, also constrained the choice of mode.
Relationships developed between shippers and transporters are also important. Firms
are often prepared to pay a premium for a supplier with whom they have developed a
good working relationship.

e For many products, especially manufactured goods often carried by road, the
transport costs represent a very proportion of the delivered cost of the goods,
typically 5 per cent or less. In such instances, reliability and/or transit time has a
large weighting in the choice of mode and while cost is taken into account it is not
normally a critical factor in the choice of mode.

e Although a variety of factors are taken into account when choosing the modal
alternative, there is often fierce competition between alternative providers of similar
modal options, particularly road transport where there are a large number of potential
providers, all offering potentially similar services. In some instances users are
reported to switch providers for relatively small cost savings.
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e The coastal shipping market appears to be in two parts. In a number of cases the
services provided by the domestic operators were regarded as more sensitive to
customer requirements, where these are out of the ordinary (for example for the
movement of hazardous cargoes) and somewhat more reliable but more expensive,
and the services provided by international vessels were cheaper but may in some
instances be less reliable. The choice between these options therefore depends on
the cargo to be transported and the relative weighting of reliability and cost, which
vary from movement to movement. Users do not appear to switch regularly between
these two options and tend to use only one form of service.

e An issue with coastal shipping is the relatively low frequency of service, and many of
those interviewed said that they would use the service more if there were more
frequent (and appropriately timed) sailings. The indication is however that in many
cases this additional traffic would be fairly limited and may not justify the provision of
the enhanced service frequencies. One option that was put forward was the
introduction of a regular overnight RoRo service between Lyttelton and Wellington
which could be used as part of a journey between Christchurch and Auckland (or
Wellington itself). Rail does currently have advantages in these terms in being able to
offer daily services.

e Rail is not judged suitable for the movement of some cargoes because of the damage
imposed, and coastal shipping may therefore be used as an alternative. This seems
to be a function of track condition rather than issues with handling since these latter
would be similar for both rail and coastal shipping.

¢ In many cases shippers are sensitive with regard to their carbon footprints. However
this does not always reach as far as their transport operations, and even where it
does, environmental sustainability often takes second place to commercial
considerations.  Shippers do put some pressure on transport operators to have
environmentally efficient fleets and actively consider environmentally sustainable
options, although as discussed above, these are unlikely to be selected if they are
significantly more expensive than alternative modes.

¢ Up until the recent purchase of the rail network by the Government, its ownership by
one of the major transport operators was considered to inhibit its use by other
operators. There is a wait and see attitude with regard to possible changes, although
some firms reported no change and other said that there appeared to be more
opportunities for movement by rail.

o KiwiRail see themselves as wholesalers of transport services and deal directly with
only a limited number of the larger shippers, for example Fonterra and Solid Energy.
Smaller shippers would be referred to forwarding agents, primarily Toll, with whom
KiwiRail have close links, having up until recently been part of the same organisation.
This can pose problems for smaller transport operators who are reluctant to operate
through their rivals.

e With the economic downturn, there is reported to be an increase in sensitivity to
transport costs and shippers are reported to be asking agents and transport providers
for more economic options. However offsetting this is a desire to provide a high level
of availability of stock to ensure that potential sales are not lost, which has resulted in
an increase in smaller but more frequent movements.
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6.3 Drivers of Freight Mode Choice : The NFDS Perspective

6.3.1 General Assessment

The NFDS took a more analytical view of the key factors influencing freight modal choice and
identified a wide range of elements which could affect the ways in which commodities were
moved... The choice of mode for the movement of freight involves balancing a number of
the characteristics of the different ways of moving freight. These key characteristics typically
include:-

Price

Elapsed transit time

Transit time reliability

Transit time flexibility — the ability to schedule movements at short notice
Security and protection from damage

Modal connectivity at the journey ends

Ease of intermodal transfer within the journey
Need for specialised handling

Value added activities within the supply chain
Environmental and sustainability issues
Personal and industry relationships

The NFDS discussed these and developed an outline ranking system for each of the modes
which is reproduced in Table 6.1. A score of 3 indicates that the modal attributes for that
factor are advantageous and a score of 1 that the attributes are poor. As an example road is
the most expensive mode, hence its score of 1 against price, but offers the highest level of
reliability where it has a score of 3.

Table 6.1
Drivers of Freight Mode Choice and Potential Modal Impacts

. Impact by mode
Attribute Road Rail Coastal shipping |
Price 1 2 3
Service time 3 2 1
Reliability 3 2 2
Flexibility 3 2 1
Modal connectivity 3 2 1
Security and potential for damage 3 2 2
Ease of intermodal transfer 3 3 3
Need for specialised handling 2 3 3
Capacity 3 2 3
Value-added activities in the supply chain 3 3 1
Environmental and sustainability issues 1 2 3

Source NFDS Table 8.1 with some extensions

The weight attached to these factors differs by commodity and the NFDS examined the
position for five typical products. This with some amendments is reproduced below.
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6.3.2 Liquid Milk

Liquid milk is a low-value commaodity supplied from farms with no rail connections. It also
requires specialised handling equipment. For the main movement between farm and factory
or central collection point, road is used exclusively. However, it is proposed to establish a
number of collection points to serve the dairy plants in Canterbury and Otago, where milk
would be transferred using ISO tanks to a specialised milk train and then transported to
Temuka (for Clandeboye) or Edendale. The final short leg from Temuka to Clandeboye would
be undertaken by road. The bulk milk is relatively easy to trans-ship, the volumes are
sufficient to justify the acquisition of specialised rail rolling stock and transfer facilities, and
the distances transported are sufficient to cover the costs of double handling. Fonterra is
also a keen supporter of rail, and is keen to act in an environmentally sustainable way.

6.3.3 Manufactured Dairy Products

Manufactured dairy products are a higher-value item, with a high proportion of movements
being for export. Although it includes a number of products, many of these have a fairly high
mass:volume ratio and can often be transported in containers that are too heavy to be
transported by road. Much of the product is also produced in dairy plants which are rail
connected. Distribution patterns are complex, material is shipped between a large number of
origins and destinations and quantities vary at different times of the year.

Given these characteristics, rail is used fairly extensively for the movement of product
between plants and to port. The complex pattern of operations and the need to balance
supply and capacity at processing plants and storage facilities in peak and off-peak seasons
means, however, that road is also used extensively.

6.3.4 Meat Products

Meat products are usually transported frozen or chilled and the meat plants often have rail
connections. A high proportion of output goes for export and, increasingly, the meat plants
are located at some distance from the ports. The need to provide facilities for frozen
containers travelling over fairly long distances probably favours rail, as does the potential for
delivery to the ports from the meat plant without trans-shipment.

Reflecting these characteristics, the share of rail in the South Island, where supply routes are
possibly more fixed and with activity focused on Port Chalmers and Lyttelton is typically high.
For plants in the North Island, where there are a larger number of possible ports, supply
chains may be less well defined and the increased flexibility required to meet shipping
schedules and lower distances favours road. In addition, there have been some issues with
movement by rail in the past which may still affect current modal-choice decisions.

6.3.5 Cement

Cement is a low-value commodity produced at plants on the coast, which does not require
fast journey times. As a result, it is well suited for distribution by coastal shipping to storage
facilities which have been developed in a number of major ports in the country.

To date, onward distribution is undertaken by road, reflecting the need for specialised
handling equipment, the relatively short distances from the ports to major consuming areas
and the wide dispersal of customers. This onward distribution by road is also flexible in
meeting the peak requirements of large construction projects for the product.
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6.4 Freight Mode Choice : An Overall Assessment

The information on freight mode choice derived from both the interview survey undertaken as
part of this study and the work on the NFDS indicates that there are a range of factors which
affect freight modal choice which vary from commodity to commodity. The key ones are
typically price and reliability, although for many movements other factors will be important.

What is however clear is that although price may not be an overriding factor and for many
commodities the cost of transport may only represent a small proportion of the overall cost of
the product, there is an increasing desire to identify ways in which costs can be reduced
without significantly affecting other modal attributes. Conversely but with less backing,
there may be options for improving the quality of service offered by for example improving
the frequency of coastal sailings, while leaving the costs of these unchanged.
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7 Potential for Switch to Alternative Modes
7.1 Introduction

In considering the potential for the switch from road to alternative modes we have examined
the position for:-

e Potential developments that have currently been identified and for which detailed
planning has been undertaken

e Other potential developments and changes which have been discussed in more
general terms, either publically or in connection with this study

e Other potential changes for commaodities which by their nature may be attractive to
movement by alternative modes.

7.2 Identified Potential Developments

7.2.1 Introduction

Plans or firm proposals for changes in the ways in which particular commodities are
transported have been identified for the movement of milk and dairy products, for cement
and for the movement of fuel.

7.2.2 Possible Rail Link to Clandeboye

The extension of rail to the Clandeboye dairy plant has been discussed for a number of years.
At present there is a railhead at Temuka from which freight can travel the 13 kms by road to
the Clandeboye factory. Rail is particularly used for the movement of coal inwards and some
dairy products outwards although the greater majority of dairy products are transported
entirely by road to Timaru for export, with the relatively short distance from Temuka to
Timaru making any transfer to rail uneconomic.

The construction of a rail link between Temuka and Clandeboye is estimated to cost between
$30 and $40 millions although no final route has been determined or resource consents
obtained. While the proposals for this are in the ONTRACK Statement of Intent for 2008,
there appears to be little apparent enthusiasm for the development of this connection.

The construction of the rail link would have the potential to shift some or all the export dairy
traffic away from Timaru to Lyttelton or to Port Chalmers (although the additional distance to
be travelled would be substantial). The transfer could have significant implications for the
port of Timaru for which dairy products are a very large cargo. At present, these products
represent about a third of the exports through Timaru and changes to this traffic could have
a significant impact on the viability and operations of the port, at least as an international
container port. There is therefore local resistance to the construction of the rail link.
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A further factor which might affect the viability of the proposed rail link would be the proposal
to introduce heavier vehicle weights. While the details of this have not yet been finalised, it
is likely that the outcome will be to allow specified vehicles to operate with the heavier weight
limits on specific routes. The link between Clandeboye and Temuka might therefore form a
suitable opportunity for this, encouraging the use of rail for the longer part of the journey to
the port. The question that would then arise is whether in this scenario, the construction of
the rail link could be justified. Much would depend on whether international container ships
might cease to call at Timaru, necessitating a longer movement for export traffic and whether
the costs of double handing with a road leg would offset the costs of construction and
operation of the rail link.

7.2.3 Development of Milk Trains

Proposals are being developed for the introduction of a range of milk trains serving the
Canterbury Region. These include milk sourced from 4 points, Tuamarina, Waipara, Hornby
and Oamaru. Tuamarina and Waipara would serve Clandeboye, and Hornby and Oamaru
would serve either Clandeboye or Edendale.

The milk would be transported in demountable tanks transported by road to the rail heads.
These could then possibly be topped up before transport by rail to take advantage of the
heavier unit weights permissible on rail if the milk was transported to Edendale. For
movements to Clandeboye, the milk would have to be transported by road for the final
section so additional topping up would not be possible until such time as a rail link is
completed or the use of heavier vehicles is permitted on the road link from Temuka.

These would result in a shift of longer distance movements from road of up to about 60-100
per day on current plans although with substantial potential for expansion over the future.

Some upgrading of the road connections between Temuka and Clandeboye would probably
be required in any case to meet the increased flows of traffic. The proposals for the use of
heavier vehicles discussed above would complement this development and allow the more
efficient transfer of product.

7.2.4 Possible Relocation of the Holcim Cement Plant to Weston

Holcim are considering the relocation of their cement plant from Westport to Weston for an
800,000 tonne capable plant. Although Weston is in Otago, it is close to the Regional
boundary with Canterbury and much of the associated freight task would lie within the
Canterbury Region.

It is proposed that the output from the new cement plant would be railed in bulk to Timaru
from where it would be distributed to locations across New Zealand by sea including to
northern Canterbury via Lyttelton. While this would generate considerable volumes of rail
based traffic (albeit relatively short distance), the impact on the road network would be small
except for short distance movements of coal from Oamaru.

As discussed above, the decision to relocate to Weston would permit the operation of a larger
and more efficient coastal vessel, giving economies of scale and sustainability benefits.
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7.2.5 Fuel to West Coast

There is considerable spare capacity on the trains moving from Canterbury to the West Coast
and proposals are being developed to use this capacity to move petroleum products from
Canterbury, replacing the current movement by road. The petroleum would be moved in full
tanks, and these would be returned empty at the ends of the coal trains. It is proposed that
initially this movement would serve major industrial customers only, but the scope could exist
to extend it to more general users, although this would need the development of some form
of terminal facility on the West Coast.

7.3 Other Potential Developments

A number of more speculative developments have also been identified which may have a
broad impact on transport patterns within Canterbury. These include:-

The purchase by the Government of the national rail network

Introduction of heavier vehicle weights

Future of Cook Strait Rail Ferry

Development of coastal shipping in response to recent Government initiatives
Changes in international shipping patterns

7.3.1 The Purchase by the Government of the National Rail Network

As yet the effects of the purchase of the national rail network by the Government are not
clear. However issues of the ownership of the system have now been clarified, and the
potential for developing long term relationships particularly with major customers has
improved.

While there is the potential to increase the use of rail by major customers, such as Fonterra
and Solid Energy, there is however an issue with smaller scale movement of commodities
since KiwiRail regard themselves as wholesalers of rail services and are looking to third
parties such as Toll Translink and other freight forwarders to consolidate smaller
consignments. The interviews we have conducted as part of this and similar studies have
indicated that there is a strong willingness on the part of a large number of firms to consider
the use of environmentally sustainable forms of transport for at least some of their
movement, of which rail is clearly one. There are however concerns about the level of
service that rail is able to offer and also sustain. The practice of relying on third parties to
handle traffic introduces a further interface into the relationship between rail and its
customers and may inhibit the use of rail for a number of potential consignees.

7.3.2 Introduction of Heavier Vehicle Weights

The options of increasing the weight limits for road freight vehicles from the current
maximum weight of 44 tonnes to a maximum of about 50 tonnes are currently under review.
Trials currently close to completion have examined the range of impacts of heavier vehicles in
terms of freight productivity, their effects on other road users and the community in general
and their effects on the road pavement and other structures. It now appears likely that the
permit system will be amended to allow heavy vehicles to be operated under permit and
restricted to particular roads, and this could be in place by early next year. The approval for
the specific roads to be used will be at the discretion of the road controlling authorities, and
will take into account the particular conditions of the road and the extent for example to
which structures may need to be strengthened to accommodate the increased payloads.
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The effects of the increased weight limits will depend on the additional road user charges
which would be levied in relation to the heavier axle loading which would result. Road user
charges themselves are currently under review and while the results of this review have just
been published, the Government’s response has not been released. The report does however
recommend the retention of something similar to the present system and does not support
the option of changing the whole basis of collection to a fuel tax. It also recommends the
continuation of the present arrangement where the charges are based on the fourth power
rule, and with this the increase in road user charges from moving from 44 to 50 tonnes gross
vehicle weight would be substantial.

Given these uncertainties it is not possible to identify with any precision the effects of the
increase in weight limits. In addition many commodities, especially the higher value ones,
are constrained by volume and vehicles or containers cannot be loaded even to existing
weight limits. This is likely to be the case for much of the longer distance traffic to the north
of Christchurch.

The products which may be able to take advantage of this are:-

e Basic commodities such as liquid milk and aggregates transported between the points
of production and use or processing, for which trip lengths may be relatively short
and where there could be reductions in road traffic

e Higher weight goods transported longer distances often by rail or coastal shipping. It
is possible that the introduction of the heavier vehicle limits will lead to some switch
from rail or coastal shipping, and it is also possible that this will offset any reductions
in vehicle nhumbers resulting from a more efficient movement of freight currently
carried by road.

Overall it is likely that the introduction of heavier vehicles would lead to:-

e A potential reduction in shorter distance movements of heavy vehicles where road
dominates the market and the total volumes moved can be handled by some
decrease in the numbers of vehicles and

e Some increases in longer distance road freight traffic where for some commodities the
introduction of heavier vehicles would make road become more competitive with rail
or coastal shipping and so would probably result in some modal shift.

7.3.3 Future of Cook Strait Rail Ferry

The Cook Strait ferries operated by KiwiRail currently include the provision for moving wagons
between the North and South Islands. One of the vessels in the fleet is due for replacement
by the middle of the next decade. There are issues as to whether over time these ships
should continue to offer facilities for rail since the incremental costs of this provision over and
above those associated with a conventional RoRo ferry are likely to be substantial.

While no decision has been made on this or indeed is likely to be made within the next few
years, this clearly will be an important factor in determining the modal split for longer
distance movements to and from Canterbury from the North Island. As discussed earlier rail
offers service levels which are not currently achievable by coastal shipping, particularly in
terms of the frequency of service, and some of the traffic currently using rail is therefore
likely to switch to road. It is however possible that the reduction or termination of rail
services between the North and South Islands would encourage the development of
enhanced coastal shipping services and thus might limit any transfer to road.
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7.3.4 Development of Coastal Shipping in Response to Recent Government
Initiatives

The previous Government was keen to expand the role of coastal shipping, and established
the Sea Freight Development Fund to support the development of the sector. The current
Government has withdrawn much of the funding for this, but there has nevertheless been
interest in the development of new services, with Pacifica introducing an East Coast service
(albeit replacing a Lyttelton-Wellington link) and Strait Shipping introducing a new Lyttelton-
Wellington link (replacing that provided by Pacifica. Other operators are also understood to
be in the process of trying to establish new services. However development of the sector has
to recognise the roles of domestic vessels and international vessels in serving this sector and
the ability of international lines to compete with very low charges may inhibit the
development of domestic services.

One of the problems of current coastal shipping operations is the limited frequency that they
are able to offer. In the course of this study it was suggested that a daily overnight RoRo
service between Lyttelton and Wellington would be able to capture a significant although not
defined component of the road transport movements between Canterbury and the North
Island. However the experience of the current operator and the withdrawal of Pacifica
services from this route suggest that the viability of such a service is at best uncertain, while
the Cook Strait ferries continue to operate.

This position would however change if there were significant changes in international
shipping patterns and this is discussed in the next section

7.3.5 Changes in International Shipping Patterns

As discussed in the previous Section, there have been a number of suggestions that the
patterns of international shipping serving New Zealand could change particularly with the
introduction of larger vessels by at least some shipping lines. This would require ports to
provide deeper draft access and more extensive handling facilities, and because of the
increased costs of these larger vessels there would be pressure to reduce the numbers of
port calls. Although no firm proposals have been made, it is likely that this could result in a
switch to a two port call pattern for New Zealand, with vessels calling at one hub port in the
North Island and one in the South Island.

The extent to which such a model would be taken up and the possible reaction of the
shipping companies not operating larger vessels and cargo owners is uncertain. On the
assumption that either Lyttelton or Port Chalmers is chosen as one of the South Island hub
ports this is likely to give rise to increased flows between Otago and Canterbury whichever
port is the nominated call. While these increased flows and more general increases in
movements between the hub ports and other regional ports would put additional demands on
the road and rail networks, it is likely that this approach would appear to offer some
opportunities for providing additional coastal shipping operations. Increasing the frequency
and possibly the reliability of services if these are provided by dedicated operations would
help to overcome some of the reservations expressed by potential users and could provide
the critical mass for more comprehensive services.

7.4 Potential for Increases in Rail or Coastal Shipping Modal Splits for Specific
Commodities

In addition to the general trends and more specific opportunities identified above, the factors
affecting the potential future mode splits of key commodities have been briefly reviewed, and
where appropriate possible developments identified.

Richard Paling Consulting 38
in association with IPC & Associates Final Report



Potential for Increased Use of Rail and Coastal Shipping
for Freight in Canterbury

7.4.1 Coal

Coal is supplied to the Canterbury Region mainly from the West Coast and from Southland.
The larger West Coast movements either for export or domestic use are almost entirely
transported by rail as is substantial share of the much smaller movement from Southland,
primarily to Clandeboye (where it is railed to Temuka and then transported by road for the
final leg). The potential for any significant further diversion to rail is therefore limited, since
many of the other movements are small and diverse.

7.4.2 Liquid Milk

The production of liquid milk in the Canterbury Region is expected to increase steadily over
the future, and the new dairy plants at Studholme and Dunsandel are in part responding to
this additional supply. While these new plants, operated by Synlait and NZ Dairies
respectively, are served by conventional road based tanker operations, Fonterra the majority
producer is taking steps to reduce the volumes of liquid milk transported by road. In part this
is being achieved with the establishment of milk dewatering plants at Tuamarina to the north
of the region and in the Amuri Valley within the Canterbury region, both of which supply milk
to Clandeboye. Both of these would result in lower movements by road transport and the
establishment of the Tuamarina plant is reported to have reduced road tanker movements by
3,000 per year (Fonterra website).

In addition in association with KiwiRail, Fonterra are using rail to transport liquid milk from a
number of collection points including Tuamarina, Waipara, Hornby and Oamaru to the main
processing plants. The focus of much of this milk will be the Clandeboye Dairy Factory which
since it is not directly rail served necessitates a movement by road transport from the
railhead at Temuka to the plant. It is not certain as to the volumes to be moved since the
trains are to be introduced in spring 2009, but current estimates suggest that up to 60-100
movements per day will be diverted from road to rail at least as far as Temuka. There is
likely to be scope for extending these services although this would require an efficient
connection between Temuka and Clandeboye.

7.4.3 Dairy Products

For the new milk plant at Dunsandel, although the plant is located adjacent to the main
north-south rail line, the output is moved largely by road. The company has indicated its
enthusiasm to make greater use of rail both for its outputs and inputs. However because the
typical distance to be transported is relatively short (Dunsandel to Lyttelton is about 50 kms)
and the volumes relatively low, with an outputs of 60,000 tonnes per year, the company has
not succeeded in reaching agreement with KiwiRail about the shift to rail or the establishment
of a private siding at its site. However while potentially giving sustainability benefits, the shift
of 60,000 tonnes to rail would result in a reduction of road traffic of say 20 trips per day (10
loaded out matched by 10 in), which is small in relation to the total heavy vehicle flows on
SH1 at Dunsandel of about 1,400 per day (as reported in Table 6.3)

On the other hand, Fonterra is an active supporter of rail and they and KiwiRail have
developed a good working relationship. Nationwide it is estimated that about 40 per cent of
manufactured milk products travel by rail including a number of short distance movements,
and as discussed above they are developing proposals for the movement of liquid milk by rail.
The lack of a rail link to Clandeboye means however that output from this plant, one of the
largest operated by Fonterra is almost entirely transported by road.

There at least two ways in which this position could be changed:-
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e The construction of a rail link to the factory

e The use of the link between Clandeboye and Temuka by very heavy freight vehicles
which would allow advantage to be taken of the higher weights which can be
transported by rail, giving particular advantages for longer distance movements.

While the most efficient solution would be the construction of the rail ink since this would
avoid the penalties associated with double handling, the capital costs of the line are
substantial reported to be of the order of at least $30-40 million, and there appears to be
little enthusiasm by any of the relevant parties to pick up this cost. The use of heavy freight
vehicles of up to 50 tonnes GVW would allow some of the benefits of rail transport to be
achieved at a substantially lower capital cost, and this could result in increased rail flows.

At present the products from Clandeboye are largely exported through Timaru, a relatively
short distance of some 30 kms or about 20 kms from Temuka to Timaru, although with
changes in shipping patterns some of this trade has transferred to Port Otago. The impact on
the road network of any transfer to rail would be fairly limited in geographical area, although
the volumes transported are substantial. However in reality a transfer to rail would probably
only make sense if the cargo were to be exported through either Lyttelton or more likely Port
Chalmers, and so the distance travelled would be much greater, at about 160 kms to
Lyttelton or 220 kms to Port Chalmers. On the assumption that rail is 4 times as efficient in
use of resources as road transport, the greater distances to either Lyttelton or Port Chalmers
would actually result in a fall in sustainability.

This position would need to be considered alongside the costs of international shipping, and
while there might be benefits in respect of these from switching to Lyttelton or Port Chalmers
in the use of larger vessels, these benefits would need to be considered against the adverse
impacts of the longer haul by land. The availability of international services, especially if
these had switched to a more limited port call operation and the option of exporting through
Timaru no longer existed would also affect this position.

In the event that all export products from Clandeboye would be rail hailed to Lyttelton or Port
Chalmers, the choice as to whether it would be better to provide a direct rail link to
Clandeboye or bridge the gap with heavy road vehicles would need to be investigated in
detail. This work would probably best be commenced when current proposals for heavy
vehicle operation and changes to Road User Charges have been finalised.

Fonterra are also reported to be developing a rail-served milk products freight hub at Mosgiel,
broadly following the model of Crawford Street in Hamilton. In this it would be possible to
pack containers to higher weights than would be permitted to travel by road (although this
position would be affected to some extent by the introduction of increased heavy vehicle
weight limits). It is not clear as to whether this would affect the routing of traffic or the
modal split other than in the immediate approaches to Port Chalmers. On the assumption
that the choice of port for the majority of traffic remains as Port Chalmers, which given the
relative distances would appear to be the likely outcome unless shipping services are
transferred to Lyttelton, the impact on Canterbury is likely to be only limited. The decision to
initiate Mosgiel depends on developing a long term relation with rail.
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Overall for dairy products there are a variety of outcomes. For the non-Fonterra traffic there
could be some reduction in flows by road between the plants and Christchurch. For the
Fonterra traffic the position at Clandeboye is clearly central and currently options are still
being considered. However if there was a switch from road transport to Timaru to rail to Port
Chalmers of Lyttelton the impact on the road network other than on the link between Temuka
and Timaru is likely to be limited. Balancing this, there could be significant increases in rail
traffic which would need to be accommodated on the rail network and with appropriate
storage at whichever port to which the traffic was diverted.

7.4.4 Cement

The distribution of cement by sea has been discussed above. Given the proximity of the main
consuming areas to the port it is unlikely that there would be any significant opportunities for
the movement of cement by rail within the Canterbury Region other than on the link between
Weston and Timaru.

7.4.5 Aggregates

The analysis of the current position indicates that substantial volumes of aggregates are
moved, and these are estimated to represent about 25 per cent of the total freight task.
However typically aggregates are a low value product and because of the make-up of the
Canterbury region are only transported for small distances. Within this area they are not
particularly suitable for movement by rail, except possibly for some specialist products, for
which the volumes are low.

7.4.6 Logs and Timber

The Canterbury Region is a significant producer of logs but to a large extent the forests are
located away from the main rail routes and fairly close to Christchurch or Timaru, as can be
seen in Figure 7.1.
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In addition a large proportion of the total log harvest is used locally and as a result the
volumes of logs and timber products harvested in the region and carried by rail are fairly
small. Given the locations of the forests which are in many cases close to the ports of either
Lyttelton or Timaru it is unlikely that significant additional volumes of traffic internal to the
Canterbury region could be transferred to rail. While proposals are being developed
elsewhere for the shift of log traffic to rail, most notably centred round Wellington, the
distances there are much longer and the benefits of a switch to rail commensurately larger.

There are more substantial flows of logs by rail from the West Coast to Lyttelton, where the
distances are further and the road alternative is less attractive. It is estimated that rail has
about 50 per cent of this market, but the use of rail is limited by the capacity available for
movements into Canterbury. If capacity were to be expanded on the route there could be an
opportunity to expand the rail share although the volumes which could potentially be
transferred with additional capacity probably amount to about 20,000-30,000 tonnes per year
or about 5 trips per day in each direction.

7.4.7 Meat and Meat Products

The share of rail in the movement of meat products in the South Island has traditionally been
high, with meat plants having their own sidings allowing direct delivery to the ports. Because
of this high share the potential for increased use of rail is very limited.

7.4.8 General Cargoes

For general cargoes moving longer distances, alternative freight modes are potentially
attractive. For these, while these is a continuum of requirements the market can usefully be
divided into two main categories, time sensitive products for which road has clear advantages
and the less time sensitive products for which the lower costs of rail or coastal shipping make
these modes more attractive alternatives. The particular characteristics of the commodities
themselves also influence or constrain the choice of travel modes.

A trend that is being experienced at present in response to the economic downturn is the
reduction in consignment sizes but with an increase in the number of orders as sellers
attempt to balance their stocks more closely to their demands and reduce the costs and risks
of stock holding. To some extent this represents a continuation of current trends, although
with a decline in demand the effects have become more obvious. This factor will tend to
favour the flexibility offered by road and so lead to some increase in the road modal share.
The availability of rail services on a daily basis also can help to meet this type of demand, as
is evidenced by some of those interviewed, but the low frequency of coastal shipping services
means that they are unable to compete effectively in the parts of the market where flexibility
and frequency of delivery are important. Increasing the frequency of coastal shipping
services might help to alleviate this problem but the need to provide substantial increments of
capacity and the limited market size to fill this capacity would mean that it would be difficult
to achieve viability with these services.
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At present the assessment of the patterns of flows to and from the Canterbury region based
on the NFDS data suggests that alternative modes currently have a reasonably high share of
the main market between Christchurch and Auckland, and smaller shares of the smaller but
shorter distance flows between Canterbury and the southern North Island, and between
Canterbury and Otago and Southland to the south. While there is clearly scope for some
changes in the road share in the main north south corridor, it is likely that, to a large extent,
improvements to alternative modes will tend to be at the expense of each other, since both
rail and coastal shipping are competing in similar markets and the impact on road flows will
be limited. The scope for increased penetration of the shorter distance markets is also
limited because of the more limited advantages of alternative modes, and the higher
expectations of customers towards delivery which typically can only be met by road.

To achieve a significant further shift to alternative modes there would need to be either:-

e A shift in the priorities of customers away from a high level of availability on demand
or over a short time period to a position where it was acceptable to wait longer for
delivery but where the cost might be cheaper; or

¢ An increase in stockholding away from the manufacturer or DC which would improve
the availability of items.

As discussed above, for many of the goods under the general cargo category, the share of
the costs of transport, even by road, in the overall cost of goods is small and the impact on
final costs that might be achieved by the switch to cheaper modes would be small. In many
cases the reduction in transport cost would probably not outweigh the perceived
disadvantage of non-immediate availability.

The alternative approach of increasing stock levels and the space that would be required to
support this does not seem to be finding favour at present. Indeed in the current economic
circumstances, the reverse trend of reducing stock levels and the space devoted to
stockholding seems to be strengthening.

However even if the potential for shifts of traffic to alternative modes and increases in their
modal share appears limited, there is likely to be continued growth in the market as a whole.
Even if modal shares remain unchanged there will therefore be growth in the demand for
movement by rail and by coastal shipping. Accommodating this growth may in itself be
challenging and may need supportive action on the part of the Regional and local authorities
to protect the sites required for intermodal transfers and their access routes as well as
supporting the upgrade of the rail network and possibly ports infrastructure to support coastal
shipping services.
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8 Overall Findings and Next Steps

8.1 Introduction

The terms of reference for this study call for “an identification of the freight flows (either
present or predicted) that show the most potential for modal transfer together with what is
required to facilitate this move”.

8.2 Specific Opportunities

Our analysis of current and likely future freight movements within the region and a review of
the position for a number of key commodities have indicated that the potential for substantial
increases in the modal shares for the commodities carried within and to and from the region
is limited, unless there are major changes in international shipping patterns. Leaving this
possibility aside for the moment, the main opportunities for increasing the rail share of
particular commaodity flows would appear to be focussed on:-

Liquid Milk

Dairy Products

Cement ( from the proposed plant at Weston to Timaru)
Petroleum products (to the West Coast)

Logs (from the West Coast)

In addition, the general increase in the demand for freight traffic will create opportunities for
increases in the volumes carried by alternative modes even if modal shares remain the
same.

The increased use of rail to transport liquid milk is currently planned for later this year and
its success will depend in part on the reduction in line haul costs and in part on the
minimisation of the costs of transfer from the railhead at Temuka to the dairy plant at
Clandeboye. This will be helped by permitting 50 tonne vehicles to use the highway link
between Temuka and Clandeboye in a role which would support the use of rail rather than
compete with it

For dairy products there appears to be some potential for the use of rail to serve the new
dairy factories at Dunsandel, and provide for direct transport to the port. A rail connection
would also serve the inputs to the factory, primarily coal. It is understood that there is
adequate capacity on the rail line for the increased traffic. It may be appropriate for the
Region to attempt to facilitate the movement generally and also by attempting to seek
funding for the provision of the necessary rail connections.
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The issue arises as to whether the arrangements for the movement of dairy product from the
Clandeboye plant should be changed. Although the position is fairly volatile at present these
are largely transported by road to Timaru for export, a distance of about 30 kms (or 20 kms
from Temuka) and the volumes are very substantial of the order of 300,000 tonnes per year
and a significant proportion of Timaru’s total exports. The provision of a link between the
current rail head at Temuka and the dairy plant has been proposed. However the benefits of
this may be limited, especially if the movement between Clandeboye and the railhead at
Temuka can be served by 50 tonne HCVs, and the costs substantial and at the current time
there appears to be little enthusiasm for actively pursuing this. The construction of the rail
link would probably only be viable if dairy products were to be exported through a different
port, such as Lyttelton or Port Chalmers, but in this case the land transport costs and the
environmental impacts would increase compared to the movement to Timaru. There would
have to be significant savings in shipping costs or in the pattern of international shipping
services before the overall package would be of benefit overall.

The proposed relocation of the Holcim cement plant to Weston in Otago and the use of rail
to transport the product to the port for onward distribution by sea will increase the modal
share of rail, although again the distance travelled are likely to be relatively small.

An emerging factor in this is the possible increase in maximum vehicle weights for specific
movements, although the extent to which present weight limits will in practice be increased
and the resulting impact is still uncertain.

Since this seems to be progressing the role of the Regional Council or its partners in
promoting this is probably limited.

Proposals are being developed to transport petroleum products to the West Coast by rail.
At present this is proposed for the supply of major industrial customers, but there may be
subsequent opportunities to broaden this to supply of a broader range of customers and
filling stations. While the proposals for bulk supply seem to be fairly well advanced and may
not require any further support, the possibility of extending the range of customers served,
which may require the development of some terminal facilities in the West Coast could
usefully be explored further.

At present rail is only able to transport a limited number of logs from the West Coast to the
port at Lyttelton. There appears to be scope for expanding this service and there may be a
role for the Regional Council and its partners in helping to facilitate this, possibly by pushing
for additional capacity on the Midland Line

8.3 General Opportunities

Although the list of specific opportunities may be limited, the volumes carried by the
alternative modes are likely to increase in line with general growth in the freight task, even if
the modal splits do not increase. This increased flow will need to be accommodated on the
rail network where capacity is essentially finite, or be transported by coastal shipping. In
both cases there is a need to ensure that there is adequate capacity for intermodal transfers,
and as far as possible, sites for these should be identified and protected against non-
compatible uses. An intermodal site will also because of its very nature tend to concentrate
road traffic flows and it is important that links possibly as part of the current or a future
expanded Strategic Freight Network exist which can be used by heavy road vehicles on a
continuous basis.
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Although not currently identified other opportunities for specific commodity movements to
use rail or coastal shipping may emerge over the future, reflecting particular developments,
and for these Regional or industry inputs to help develop ideas where a number of parties
might be involved or to provide support for the development of new intermodal facilities could
be important.

To summarise therefore there are only limited specific opportunities for increasing modal
splits but because of the growth in the freight task in general, there is a need to support
growing volumes of rail and coastal shipping traffic even if modal shares do not increase.

8.4 Changes in International Shipping Patterns

As discussed above there is the possibility of a major changes to international shipping
patterns with the introduction of larger vessels making possibly only two port call in New
Zealand, one in the north Island and one in the South Island, probably at Port Chalmers
because of its ability to handle deeper draft vessels. If such a model were to be established,
there would need to be some means of handling the land transport components associated
with transporting the container traffic via Dunedin rather than Lyttelton or Timaru. This could
be a role which be filled by any of the three modes, although the substantial volumes handled
and the nature of traffic with one end of the trip in the port and possibly substantial distances
to be travelled would tend to favour the alternative modes.

To support these movements by rail it would be necessary to establish one or more major
intermodal terminals to serve the Christchurch area. In line with the discussion above there
would be a role for the Region in protecting possible sites in seeking to establish a supportive
planning environment for these and ensuring that as far as possible these had good
connections to the Strategic Freight Network. To the extent that the flows were met by
coastal shipping rather than rail, it would be necessary to ensure that the port infrastructure
and handling facilities were adequate, although with the transfer of substantial international
volumes away from the ports, the capacity available should in general be adequate for the
traffic.

It is uncertain as to the extent to which this scenario is likely to eventuate, and given the
competitive nature of international shipping it is likely that as one line moves out of a port
another will seek to replace it to attract local traffic and to gain the advantage of less
congested operating conditions. Rationalisation of the type postulated above is only likely to
occur when the cost advantages of the larger vessels are so large as to outweigh increases in
the costs between the port and domestic customer or supplier. Given the current condition of
the international shipping market this position is unlikely to be reached in the immediate
future or possible even over the longer term. However it would be helpful for the Regional
Council to maintain a dialogue with the major international shipping operators to identify any
future changes as early as possible and to give time for any supportive measures particularly
for the rail network or for coastal shipping to be developed.
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Canterbury Regional Transport Committee — 15 June 2009

AGENDA ITEM NO: 14 SUBJECT MATTER: REPORT OF THE
CANTERBURY FREIGHT AND NETWORK EFFICIENCY
WORKING GROUP

RLTP MATTER: No

REPORT BY: Peter Goodwin
Chair, Freight & Network Efficiency Working Group

ENDORSED BY:

PURPOSE

To update the Canterbury Regional Transport Committee on the second meeting of the
Canterbury Freight and Network Efficiency Working Group (FNEWG).

RECOMMENDATION

That the Canterbury Regional Transport Committee receives this update from the Freight and
Network Efficiency Working Group.

ATTACHMENT

Meeting Notes from FNEWG meeting held on 18 May 2009.

ACTIVITIES UNDERTAKEN SINCE LAST UPDATE
The group met on 18" May. Key points discussed covered:

e An update from the Chairman covered the MoT capability building day for RTC
representatives, report from MoT on 50 tonne HGV trials and the decision by the RTC to
allocate R funds to the Christchurch Southern Motorway project.

e Arequest for funding support from Lincoln University to progress research into the viability of
an inland port for Christchurch;

e A presentation from Richard Paling Consultants on their Potential for Coastal Shipping and
Rail Freight in Canterbury study findings;

e A request from the Chairman for the group to consider becoming a focal point for stock truck
effluent spillage issues in the region; and

¢ An update from officers on the planned freight stakeholder workshops.

The freight industry stakeholder workshops planned for June have received a relatively low level
of interest from industry. The Timaru workshop planned for 8" June has been cancelled,
although it is still hoped that the Christchurch one, due to occur on 22" June will proceed. The
format for the workshop will take the form of a facilitated discussion of the key freight tasks that
the region will face over the coming years, with a view to the participants structuring the issues
that emerge into a prioritised list. This list will then be used to recast / revalidate the contents of
the Canterbury Freight Action Plan.

The working group made a submission to Selwyn District Council on its proposed Parking and
Traffic Bylaws. The submission, similar in content to one made in 2008 to Christchurch City
Council, urged the council to explicitly incorporate mediation between parties into the bylaw,
before a road was placed upon a Schedule of restricted access. The officer report was
supportive of the intention of the submission, but argued that the council’s existing dispute
resolution processes were sufficient, without the need for the bylaw itself to deal with this issue
explicitly.
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Monday 18™ May 2009
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Peter Goodwin (chair) (PG) Canterbury RTC
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This was the 2" meeting of the Canterbury Freight & Network Efficiency Working
Group (FNEWG).

Item 1. Welcome & Apologies

1.

Apologies were noted. PG welcomed those present to the second
meeting of the newly formed working group.

Item 2: Chairman’s Report

2.

PG briefly covered developments that have occurred in the past
three months that impact in some way upon the group’s area of
interest:

o

The presentation made to the RTC by MoT on the status of
the 50 tonne HGV trials and flagged the stated productivity
gains that had been achieved — between 7% and 30% for
certain movements. BW queried whether the trial had looked
at (using evidence from overseas) safety implications of
heavier and longer HGV’s. PG responded that the trial had
not explicitly done this, but he was unaware of any safety
concern that had arisen during the course of the trials.

The decision taken by the RTC to allocate R funds to allow the
timely development of the Christchurch Southern Motorway
project.

The capability building day provided by MoT for RTC
community representatives.

The effective scrapping of regional fuel tax powers by the new
government.

The forthcoming hearings on the Draft Canterbury Regional
Land Transport Programme.

Item 3: Inland Port Research —request for funding assistance

3.

JPT spoke to his paper outlining the planned research. The main
thrust of the research is to model container movements from / to
Lytellton Port, with a view to identifying the most appropriate
location for a new inland port for Christchurch. He described that
he was suggesting that the ‘best’ location would be one that

ACTION



minimised truck movements through the city with associated
benefits for fuel consumption and consequent CO2 emissions.

Various members of the working group asked questions on aspects
of the proposal, largely centred around whether there was any
intention to look at the economic merits or otherwise of any change
from the status quo. Other questions covered whether there was
scope for covering a wider geographic area than only Christchurch
and whether the methodology could be transported to other
locations.

JPT noted that the proposal, as it stood, could be expanded to
address the points raised, but the intention was at this stage to
focus on a Christchurch only project.

PG thanked JPT for taking the time to come and present to the
group and indicated that the group would be in contact in due
course, once they had had the opportunity to discuss the proposal
in more detail.

JPT left the meeting at approximately 2.45.

Item 4: Funding Requests — consideration and decisions

8.

10.

11.

12.

SM circulated a paper outlining the budget available to the working
group for progressing consultancy projects that it deemed worthy,
noting that the key criteria should be advising on aspects of the
Freight Action Plan or progressing specific activities outlined in the
RLTS.

SM also noted that the budgets presented were for an entire
financial year and that it might be prudent to not commit funding
until after the forthcoming stakeholder workshops have occurred —
as the intention for these is to drive the priorities for the groups
future work programme.

PG added that if the group did decide to recommend financial
support, this decision should be taken to the RTC for endorsement.

At this point RA indicated that he would not take part in the
discussion, as he had a conflict of interest with this research
proposal — through his ongoing studies at Lincoln University.

BD queried the lack of a regional angle on the proposal — there was
no consideration given to what such a project might do to overall
“farm to port” transport costs.




13.

14.

15.

16.

17.

There was general agreement that the lack of economic
considerations in the proposal was a serious flaw, with the focus on
environmental impacts and truck movements being too simplistic.

BW suggested that the proposal was driven by the objectives of the
New Zealand Transport Strategy, which is a document that does
not sit closely with the priorities of the current government.

After further discussion, PG proposed a resolution on the matter:
“That the request for funding be declined until after the June
freight stakeholder workshops and review of the Freight
Action Plan”

AD seconded the resolution and it was passed unanimously.

SM will inform JPT of the outcome after subsequent internal

discussions between Environment Canterbury officers on the
proposal.

Item 5: Potential for increasing freight volumes on rail and coastal
shipping (presentation by Richard Paling)

18.

RP spoke to the Draft Report that had been circulated to the group
a week previously. Key points in the report are:

o Current freight patterns are dominated by intra-regional
movement of bulk commodities, a pattern that is forecast to
remain similar in the future, albeit with greater volumes.

0 Inter-regional traffic is dominated by coal movements from the
West Coast, but there are also significant flows to other
regions.

o0 In the absence of any specific intervention, the modal split for
rail freight is forecast to grow slightly, with coastal shipping
forecast to fall. Even with these changes, volumes on both
modes are forecast to grow substantially as part of the overall
growth in the regional freight task.

o0 Specific new rail based flows are likely to be generated if milk
trains appear on the South Island, if Holcim relocate their
cement operations to Weston and there is potential for
movement of petroleum fuels by rail from Christchurch to the
West Coast.

o The future of coastal shipping flows to/from the region is likely
to be entwined with the future of the Cook Strait rail ferry link,

but also linked to improvements in service frequencies offered.

SM to action



19.

20.

21.

22.

23.

24,

25.

26.

0 The introduction of heavier trucks may have negative impacts
on rail and coastal shipping cost competitiveness, but may
bring positive benefits if it allows increased trucking of export
containers to railheads.

0 The role for the region in this area was deemed to be one of
facilitation, rather than specific support or otherwise of
individual projects. The consultant team noted that there was
often a pressing need for someone to sit all the relevant
players down in a room and progress potential rail and/or
coastal shipping opportunities as they arise.

PG asked the group if there were any questions.

PH asked if the study looked at ‘threats’ to rail and coastal shipping
as well as ‘opportunities’. RP noted that this was not done
explicitly, but indicated that the 50 tonne goods vehicle and
government attitudes towards the rail network were two of the key
ones.

DN asked whether the biggest threat for either mode was their
reliance on a single customer. RP responded that whilst this was
clearly a concern for any industry that relied heavily on transporting
one product, he did not see any radical changes occurring over the
next 20 years or so in this respect.

WN asked whether the capacity of the Otira Tunnel was the limiting
factor on growing coal traffic from the West Coast. RP responded
that this was the case, but that a re-electrification of the tunnel
could resolve the issue to a large part.

WN also queried how fuel could be carried on coal trains. RP
replied that it would most likely be done by using ISO container
tanks on additional wagons at the rear of empty coal trains.

PG asked why fuel and cement products had been excluded from
some of the graphics in the report. RP indicated that this was only
the case on one or two and it was due to confidentiality
arrangements put in place as part of the National Freight Demands
Study (NFDS) data collection exercise. He suggested some
comment could be made in the final report to clarify this.

BD queried the notion that road is always the “expensive” mode,
given that it is the “only” viable mode for most traffic. RP responded
that the table presented really referred to contestable traffic and not
all traffic.

BD also queried the role that RP was suggesting for the regional
council. RP reiterated that he saw it as a facilitation role rather than
any more specific form of direct intervention in the market.




27.

28.

BW queried the growth projections used in the NFDS, noting that
they were driven off a 2007 base, which is a very different world to
the present day. RP accepted this, but restated his view that the
end state will be largely as predicted, even if the precise timing of
growth is negatively impacted by current recessionary issues.

PG thanked RP and PC for their presentation and asked the group
to forward any specific drafting issues that they had on the Draft
Report to SM by end of Thursday 21%, to allow SM to collate and
forward to RP on the 22" for incorporation in the Final Report. He
noted that the Final Report is being presented to the RTC at its
June meeting.

Item 6: Stock Truck Effluent Spillage Issues

29.

30.

31.

32.

33.

34.

35.

PG suggested that a regional group was needed to oversee this
issue and provide an educational focus on spillage issues, now that
Environment Canterbury had disbanded the Stock Truck Effluent
Working Group. He asked SM whether Environment Canterbury
had any other group or committee addressing this issue.

SM responded that Environment Canterbury officers did not see the
need to a specific regional group to advise on educational matters,
given that there was a National Working Group doing just that in a
relatively effective manner.

SM also outlined what Environment Canterbury could and did do in
respect of spills — legislation only addresses the issue of spills into
or near waterways. These are addressed by Environment
Canterbury enforcement officers on a case by case basis.

PG asked whether there was any likelihood of Environment
Canterbury getting involved in monitoring whether farmers stood
stock adequately. SM responded that this would be very difficult to
enforce as the evidence of not standing stock only manifests itself
when effluent is spilt from trucks. The level of reported complaints
does not justify this sort of labour intensive monitoring of on-farm
activities. Furthermore, ECan has no legislative powers to do this.

WN commented that since the Canterbury network of disposal sites
has been operational, no significant spillage issues had been
brought to the attention of NZ Police.

BW also noted that his members did not raise concerns over this
issue.

BD commented that there is a lower level of concern around this
issue, from a farmer perspective, than has been the case in the
past.




36.

On the basis of the discussion, PG suggested that all that was,
therefore, required was that the Working Group kept the issue on
its radar — to be revisited if required in the future.

Item 7: Planned Freight Stakeholder Workshops

37.

38.

SM gave a brief update on the planning for these workshops — in
Timaru on Monday 8" June and in Christchurch on Monday 22"
June. He noted that the level of interest from the initial invitation
later was very poor — only 1 signed up for Timaru and 7 for
Christchurch.

All Working Group members were asked to try to promote the
workshops through their respective organisations, otherwise the
events will be reluctantly cancelled due to lack of industry support.

Item 8: Any Other Business

39.

40.

41.

BW raised the issue of possible updates of national freight
forecasts, given that the world is a different place to that which
existed when the projections were prepared in 2007. He suggested
that the region needs to get a better handle on growth projections in
the transport sector. His comments were noted.

BW reiterated his organisations’ stance on diesel tax versus RUC —
namely that a change should occur. WN commented that the
refund process would be very complex to administer, particularly in
a rural region such as Canterbury, where a lot of non-road use of
diesel takes place. PG said that the existing RUC system had
considerable deadweight costs that a diesel tax would avoid. He
referred to the RUC Working Group’s report which had made 33
recommendations some of which the Minister had indicated would
not be accepted. Further submission on the report would be made
by interested organisations. BD restated Federated Farmers total
opposition to such a move.

SM revisited the issue of overweight permit application volumes
that was raised by AD at the last meeting and noted that NZTA had
also indicated a marked upward movement in applications —
dominated by permits associated with ISO container movements
between Amberley and Port Chalmers. He asked the group if they
could shed any light on what this traffic might be. Several members
suggested that this might be export wine movements. SM to
continue to monitor volume of permit applications with NZTA / TDC
and revisit if an ongoing workload issue is evident.

SM to monitor



Item 10: Next meeting date

42. Scheduled for 2pm on Monday 17" August 2009, at Environment
Canterbury.





