L. ACHIEVING OUR
SCOPE 3 TARGETS

Embedding sustainability in our procurement
processes is one way we can achieve Scope 3
emissions reduction. For example, our Procurement
team lead a Strategic Vendor Relationship
Management (SVRM) process with some of our
strategic suppliers. Sustainability is a standing
agenda item in these sessions and allows us to
engage with suppliers on emissions reduction
opportunities.

Another way to leverage procurement processes is to
integrate emissions criteria into our supplier selection
by recognising suppliers with strong sustainability
credentials (such as those using renewable energy,
low-carbon materials, or efficient transportation
methods). KiwiRail has developed a Sustainable
Outcomes Toolkit to guide our procurement work for
both operational and capital spend.

One of the priority outcome areas of our Sustainable
Outcomes Toolkit is carbon reduction. We ask

our tenderers what their commitments to carbon
reduction are and whether it is possible for them to
reduce emissions in the products and/or services
they are tendering for. Setting reduction targets

with contractors on capital works can also help drive
positive change. We have done this through some of
our capital works programmes including the Auckland
Metro Programme.
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t.1. OPERATIONAL EMISSIONS PATHWAY

A 30 per cent reduction from Scope 3 emissions (operational) by 2035
against a FY24 baseline has been modelled. This is the first time we have set
a reduction target for our Scope 3 emissions.

The largest source of our Scope 3 operational emissions footprint comes
from to our well-to-tank emissions (34 per cent). This covers everything
required for fuel production, including distribution and transport; from
getting oil out of the ground, refining it into diesel, then getting it into fuel
tanks.

This represents the biggest opportunity to reduce our Scope 3 emissions.
Our improvement target has been set based on the emissions reductions we
plan to achieve across our Scope 1emissions pathway for diesel use from our
locomotives and other vehicle fleets (ferries, vehicle fleet and other].

Other reduction activities will include reducing waste to landfill, as well as
a reduction of emissions from metro commuter rail (traction electricity) in
line with Aotearoa New Zealand’s aim to achieve a 92 per cent renewable
electricity grid by 2035.

We are taking steps to improve the quality of our Scope 3 data. In 2025, we conducted our first

employee commuter survey and had more than 1,000 responses (approximately 20 per cent of all
staff).

The results will be used to refine and improve our employee commuting emissions data in F¥Y26
and will enable a larger piece of work for the business to explore more sustainable commuting for
employees.

This year, we will conduct a supplier engagement survey to ask what our suppliers are doing to
reduce emissions, and the targets and commitments they have made. Survey results will help improve
the data of quality in some parts of our Scope 3 footprint from spend or industry averages to supplier
specific.



4.2. CAPITAL GOODS EMISSIONS PATHWAY

A 14 per cent reduction in intensity from Scope 3 emissions (capital
goods) by 2035 against a FY24 baseline has been modelled. This is the first
time we have set a reduction target for our Scope 3 capital goods emissions.

The reduction in Scope 3 carbon from materials consumed in our capital
works programme partly rely on carbon reduction commitments of our key
material suppliers. This target recognises that emissions from capital goods
are hard to abate and, as many of the components used on our rail network
are specialised and subject to strict engineering specifications, the supply of
lower-carbon alternatives is limited.

However, when key material contracts come up for renewal, we will use

the opportunity to assess the market for lower-carbon options through our
procurement processes, including assessing potential suppliers against our
carbon-reduction objectives.

KiwiRail has already made improvements in bridge and culvert designs that
require 10-20 per cent less materials and utilise lower carbon construction
methodologies. Further reductions in emissions are expected for bridge and
culvert replacements, and other capital works.

FY35

reduce emissions to:

14%

efficiency improvement

In the construction sector, concrete is a carbon-intensive material. This is due to the cement
component and manufacturing process, so any opportunity to reduce cement volumes should be
considered through design, procurement & construction phases of a project.

There are now several alternate materials to substitute cement mixes - including supplementary
cementitious materials (SCMs), which lower the carbon content of concrete.

KiwiRail has begun enabling the use of lower carbon cement on some of its capital projects, such as
our Drury Rail Stations programme where the piling works and precast stormwater pipes were poured
with a lower carbon concrete product.

Several actions were needed to make this happen. During procurement, we asked contractors for
tangible project-specific initiatives that they would implement during this project to support our
sustainability goals. Our strong project engagement on sustainability has ensured this was more than
a bid commitment - the contractors have followed through by adopting a low-carbon mix design for
piling works and are proactively identifying further opportunities to reduce carbon across the build.



5. BRINGING IT ALTOGETHER

There is no single solution to reducing
carbon emissions at KiwiRail and
multiple technologies, fuel switching,
and energy efficient measures will
need to be deployed at different
times on our pathway to reach our
2035 emissions reduction target

and to achieve net zero carbon by
2050. Based on our latest emissions
assessment, Figure 5.1 shows the
updated forecast emissions reductions
that can be achieved from different
parts of our business by 2035. It is
anticipated that with these initiatives
(some already funded and others

still subject to funding) our current
trajectory places us just below our
target, but we are actively working to
close the gap.

At present, for our Scope 1and 2
emissions, efficient diesel locomotives,
battery and hybrid shunting
technologies, and further network
electrification (subject to further
investment) on the busiest part of

our freight network, can all play
complementary roles in delivering
carbon savings for our rail footprint,
which is our largest source of

emissions. The new rail-enabled ferries
will also support us on our pathway.
Diesel will still play a transitional role in
our business, but we acknowledge that
there needs to be a large step-change
reduction between now and 2050.

KiwiRail’s commitment to reducing
Scope 3 emissions acknowledges
the broader environmental impacts
of its supply chain and operational
dependencies.

Through more efficient fuel use,
engaging suppliers, and prioritising
low-carbon procurement, KiwiRail is
making progress to reduce emissions
across its supply chain too.

We have the potential to make the
transition to a low-carbon, climate
resilient business within several
decades by smart asset planning
and taking early action. While this
transition will have short-term cost
implications, it will bring about long-
term benefits and opportunities for
our people, customers, communities,
the environment and the New Zealand
economy.
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« Improved operational efficiency
« Electrification of the Golden Triangle
(subject to funding)

Retirement of Aratere
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New ferries future-proofed to reduce emissions

« Hoist transitioned to low carbon alternatives
« Generators transitioned to low carbon alternatives

Improved Scenic operational efficiency
Natural gas replacement

Improved energy efficiency

Increased renewable electricity grid

Passenger vehicle fleet transitioned to zero emission vehicles
Diesel ute fleet transitioned to zero emission vehicles

Figure 5.1: KiwiRail’s updated carbon reduction pathway for Scope 1 and 2 emissions to 2035 (against FY19 base year)



Disclaimer: The projections,
pathways, and strategies outlined

in this Carbon Reduction Plan are
based on the best available data,
methodologies, and assumptions at
the time of publication (September
2025). While every effort has been
made to ensure accuracy and
reliability, future developments—
including technological
advancements, regulatory changes,
investment and stakeholder input—
may influence the outcomes and
feasibility of the proposed actions.
KiwiRail acknowledges that these
projections are subject to change and
will continue to review and update
our approach as new information
becomes available. This plan should
therefore be viewed as a living
document, guiding our commitment
to reducing emissions while remaining
adaptable to evolving circumstances.
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