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Executive Summary 

The insurance cover on the AT owned rail rolling stock (rail carriages and DMUs) is due to 
expire on 31 October 2012.   

The first scheduled delivery of the new EMUs will be arriving at the AT Depot in December 
2013. The CAF contract requires them to fully insure all the EMUs until they are fully 
commissioned. 

It is therefore recommended that the current rolling stock insurance cover be renewed for a 
12 month period on the same terms and conditions as the existing cover, but that it be 
reviewed by the end of August 2013 to ensure all new circumstances and risks are taken into 
account particularly in relation to the EMU fleet and that additional insurance be arranged at 
that time, if it is required. 

Recommendations 

It is recommended that the Board: 

i). Receive the report 

ii). Approve the current rolling stock insurance cover being renewed (this may be subject 
to Board proposed changes to deductibles). 

Background 

Following the approval by the Finance and Risk Committee insurance policies were renewed 
in June 2012 for a 12 month period for all but rolling stock cover which is due to expire on 31 
October 2012.  

The existing rolling stock insurance cover was renewed in October 2011.  This follows the 
initial 12 month renewal that (for assets and responsibility) AT took over from ARTA on 1 
November 2010. At the time of the last renewal the premium increased by 21% from that set 
previously to $564,706 plus Fire Service Levy and a fee for risk management assessment 
services and administration of $30,000. The increases were due to the impact of the 
Christchurch earthquakes on the NZ insurance market. 

A risk assessment matrix by operational area was prepared at the time of the renewal of the 
majority of the insurance policies in May / June 2012 (Attachment 1). The risks covered, as 
well as those identified but not covered by insurance, are set out under the “Rail” area. It 
should be noted that the rolling stock itself is covered while moving and also while stored at 
the various stabling facilities within the Auckland Rail Network.  
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Proposal 

The current rolling stock insurance detail (Attachment 2) indicates that the maximum insured 
loss is $100 million which is slightly more than the current valuation of the existing fleet.  
Included in the policy is a deductible of $250,000 for every claim and directors may want to 
review the level of that deductible. 

The existing insurance cover is considered adequate for the current rolling stock fleet but will 
need to be reviewed once the new EMUs start to arrive and the insurance liability moves 
from CAF to AT. Current estimates are that the first EMUs will arrive at the AT EMU Depot in 
September 2013 but will not be handed over to AT until December 2013. CAF are 
responsible for all insurance on the EMUs while they are under construction and transit and 
until they are handed over to AT for “acceptance”. 

The implications of the EMU delivery have been considered including whether this will have 
a major impact on the risks. It has been concluded that the following will need to be 
considered: 

1) The sum insured will need to increase 

2) Issues and cover for delivery, the transfer of risk and timing will be impacted 

3) The risk of on-going electrical supply, while not insurable, will need to be assessed 

An initial meeting was held with London based JLT rail expert in October 2011 and a 
complete review of the nature of cover for 2013 will commence in April 2013 to ensure there 
is adequate time to resolve cover/risk/pricing issues prior to the next renewal required in 
October 2013. 

The current level of insurance is therefore considered adequate at this stage up to the time 
that the EMU fleet becomes AT’s responsibility.  Therefore it is proposed that the current 
insurance cover be renewed for a period of 12 months to 31 October 2013. 

JLT (AT’s insurance brokers) have submitted a request to their London office (rolling stock 
insurance has been placed in London for the last few years at a considerable saving to the 
local insurers) to renew the insurance and are currently waiting for a response. 

Attachments 

Attachment 1 – Risks and Insurance by Operational Area  

Attachment 2 – JLT note on Rolling Stock Insurance Cover and Details 
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SCHEDULE OF INSURANCE BY OPERATIONAL AREA 

RISK OPERATIONAL AREA

Rail Buildings Vehicles Policy
Loss of asset Major assets are Rail stations, including 

Britomart, and associated "above track" 

assets.  Stations are covered under 

material damage cover, for the cost of 

replacing the asset.  Track and signals 

are not owned by AT and so no insurance 

is in place for these assets.  Rolling stock 

is covered under the rolling stock cover.  

Note rolling stock is covered while it is 

moving and while it is stored at stabling 

facilities.

All buildings are covered by an 

AC Property policy.  

This includes all buildings 

whether in the AC Asset 

Register or AT's.

AC have an excess of $100k

Cover is under an AC Group 

policy with a $10,000 excess

Material Damage. 

Vehicle. 

AC Property

 

Contract Works

Liability to 3rd parties Most likely to occur through contract 

works on Stations.  As AT is not the "rail 

operator" liability for Train operations is 

principally covered by the operator 

(Veolia).  AT could have some liability 

through safety of the Rail stations.  This is 

covered through the Public liability policy.

Remote possibility Liability to 3rd parties where an 

AT vehicle is involved in any 

incident where loss occurs.  3rd 

party liability is limited to $10m

Public Liability.

Motor Vehicle

Directors and Officer's Liability

Loss of Revenue due to incident 

or asset loss.

Some risk covered if the loss of revenue 

occurs through damage to Britomart.  A 

wider loss is not covered.  This could 

occur if there was a major incident which 

affected services for an extended period.

A number of AT owned or 

managed buildings are rented.  

The loss of revenue is covered 

by the AC Property policy.

Remote possibility Business Interruption

AC Property

Increased costs due to incident 

or asset loss.

Could occur due to loss of a rail station, 

derailment or damage to the rail line, or 

natural disaster.  Increased costs would 

be incurred through a requirement to put 

on buses to ensure PT services continue 

to be provided.  There would be savings 

in the rail operating costs due to Trains 

not operating.  For an extended outage 

say 1 month increased costs would 

depend on the nature of the rail network 

outage.   Cover is in place if the outage is 

due to Britomart damage but cover is not 

in place for other incidents such as 

derailments between stations - although 

this is an insurable event.  In future loss of 

Electricity would be a potential major risk 

to rail services.  The estimated fixed costs 

of rail are $60m per year or $5m per 

month.

AT assets in an AC owned 

building are covered and are 

subject to lower deductibles than 

AC assets, however, that may 

change in the current insurance 

review following feedback from 

insurers and due to cost.

Funeral expenses, travel costs 

and other consequential losses 

are covered

Business Interruption  

Vehicle.  

AC Property 

AC IT

Not all Rail related events are covered Most events are covered Most events are covered
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