Funding
Infrastructure to
Support Growth
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Infrastructure spending circa $10 billion per
annum
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But lagging growth in residential
development

Value of all construction nationally (historic and forecast)
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Geographic Split

Sbillions/quarter
R0 R L L L
= Fa it B o

R
=

Value of all construction by region

14&1___1__J__I—I—|

16 Q1
17 Q1
18 Q1

e Auckland sssssRest of NZ  essse\Waikato/BoP wsssseCanterbury sssss\Wellington

Source: BRANZ / Pacifecon

J

Infrastructure

New Zealand



Auckland Unitary
Plan

v" Provides capacity for growth
v' Removes unnecessary barriers
v’ Simplifies development

= But...
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The result of
this growth
planis (a lot)
more
congestion!

AM Peak Congestion
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Auckland Transport Alignment Project Funding Gap

$40 Indicative Package: Projected Costs
$35 S billions 2016 New capital
investment
530
$25
€20 | o e e . Public transport
operations
$15
510
. Maintenance,
- road operations
S0 & asset renewals
Decade 1 Decade 2 Decade 3

* First decade cost estimate for indicative package is $23.7 billion
 Estimated funds available from current funding plans $19.8 billion
* Approx. $4 billion funding gap in first decade



Financing options...

e All forms of debt

* Council or government * Allow time payment

debt . .
* Intergenerational equity
* Infrastructure Bonds

e Public Private

Partnerships * But..

* Where does the money
come from to repay the

debt?
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Auckland Council Debt to Income Ratio maxed out
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Finance and Performance Committee
10 November 2016
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Four funding options...

xTaxes

v User pays
(prices)

v'Value Creation
and capture

v’ Capital recycling

A
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Tax Increment Financing

Tax Increment

from investment
100 New Tax Base

Once Debt
Repaid

Annual Pre-

Tax . Investment tax

Take $ 5 take for the Base Year Taxes retained by Council

10

Years

The “tax increment” is used to
repay debt and interest Lgxrzaegat:‘}lcture
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Private Capital

Barangaroo

* 22 hectare, 56 billion Barangaroo precinct
e 24,000 jobs,

e S2bn per annum to State GDP

* 11 hectares of public domain

* Barangaroo Delivery Authority manages
the State’s interests

Headland Park &

* Barangaroo Delivery Authority Act

* Lendlease won development right as
master developer

* 99 vyear lease

* Leveraging private capital - Commercial
hub funds headland park & public space

§ RS cture
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25,000 new jobs

20,000 new homes

3 new tube stations

2 town centres

Heritage restored

£8 billion'economic boost
All funding options
Private investment

Joint delivery
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NineElms
On the South Bank



London’s Cross Rail

Funding model

Local Government

4 ™

TfL direct funding £1.9bn

\ v

/ Funding for which TfL is responsible \

£5.25bn
— Y 2
supplement, Community
b wing and direct infrastructure levy
contribution £4.1bn £300m
\ \ J
4 Y4 N
Sale of surplus land Developer
and property £500m contributions £300m

\C = ~

Direct Grants

Private Sector
Funding

£14.8bn

Central Government

' '

DFfT direct funding £4.8bn

. 7

( Funding for which DfT is responsible \
£480m

City of London
itted f Heathrow airport
e Limited £70m*
£250m

\S ~/

Network Rail financing for work on the existing
network £2.3bn

[ Voluntary funding for London businesses £100m |
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Value capture

* Charge per m? of commercial development within
1km of Crossrail stations and in certain economic
areas

* Contribution rate varies by commercial use and
location

* 2p levy on non-domestic properties with a
rateable value of over £55,000 in London

* Less than onein five of London’s businesses are
\ liable to pay the supplement

(" Business rate supplement - £4.1bn Developer contributions - £300m

’

Community infrastructure levy - £300m
Levy on developments (excluding charity, medical and education developments) in London

Rate set by the Mayor (£20 - £50 per m? of development)
Levy rate varies by London Borough, depending on Borough’s perceived benefit from Crossrail
Offset against developer contributions on same development (see above)
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Westconnex
Sydney

zZr

* SA16.8 billion

* BCR 1.8 incl WEBS

* 33km motorway

 2/3 Underground
M4-M5 Link

* Connect City, Airport | — O A
and Port \ _ :

 Revitalise Parramatta Rd
* Toll capped at $7.85
* Capital recycling

=i~
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Urban Development at Scale — Springfield Brisbane

Greater Springfield: SW Brisbane - | Largest master planned city in

30km from the * } Australia

‘ - 553 ) Lo .. : A -

80 bed Mater

Hospital under - +*

construction 1200 {45 %

bed hospital :
planned

] Yo [

University of
Southern
| Queensland, Tafe
Queensland

Development
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125,000 population within 2km Rédius of rail statidn
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GE State Building |
Polaris Data
Centre |
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Springfield

| Central Station...

30 min express or ||
45.min all stops
to CBD:

Centennial
Highway




So, how do
we fund the
transport
infrastructure
needed to
support
growth?

AM Peak Congestion
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ATAP manages demand by introducing pricing by
mid 2020s to manage traffic demand BUT....

* Prices proposed very high — up to 30 ¢/km —

almost twice the cost of petrol (18 c/km)

* Doesn’t address the $400m per annum

funding gap

* Doesn’t address the current problems and
congestion gets progressively worse meantime

* Significant social impact

* Politically untenable

# of jobs accessible within 30 min AM peak car trip

Access to Jobs by Car
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Public Transport Mode Share
18%

&
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Extracted from ATAP reports...
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% of all AM Peak Trips by PT

4%

Influence Demand package:

Area Network Inter-Peak

Inner Urban Motorways a
(isthmus) Other Roads .
Outer Urban | Motorways 15 2.25

Other Roads 7.5 2.25
Rural AllRoads | 2.25 | 2.25 2.25

2%

0%

2013 2026 2036 2046
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Dynamic motorway tolls could optimise traffic flow, travel times and raise
funds for future investment in transport...

* Pricing and new car technology can be used to keep speeds between 60-80km/hr meaning
more cars will use the network than is currently possible on congested motorways

Time to travel 20km

120 10 minutes

100 12 minutes

58 o %

= XX XX X X X X
£ 80 HXX o 15 minutes
= ¥ >><<>< X e
b Xx X -
2 60 X3 XX 20 minutes
e SH1 flows at Mt Wellington X >2<§§<>'<>< X
E 40 > ;g%& 30 minutes
< % ><>Q)<X><><%
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0
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volume (vehicles/hour)

Current traffic flow at Charge a toll that maximises traffic flow
peak and optimises speed (circa 60-70km/h) 5 Infrastructure
Data Source: New Zealand

lan Wallis & David Lupton, The Costs of Congestion Reappraised, NZTA RR 489, Feb 2013



Road pricing will eventually replace fuel excise

Real
$$%

Total Funding Envelope

Excise Tax GPS based

real time
charging

Road User
Charges &
Tolls

Road charging revenue

2020 2025 2030 2035
Fuel Efficiency and Alternative Powered Vehicles
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Benefits of dynamic tolls on motorway

\/TechnicaIIY implementable today using
number plate recognition technology

v'No need to install GPS unit in every car

v'Road users determine the price by their own
behaviour — the higher the demand for
motorway at peak, the higher the price

v’ Maximises the traffic flow through the
motorway corridor and minimises traffic
diversion onto local roads

v'Raises the necessary money for investment in
the transport system

v Optimises travel speeds — those who pay get a
g1ouch_ faster trip — 20 mins to travel 20km vs
mins

v'Provides a stepping stone towards full
network pricing into the future

Infrastructure
New Zealand



Aucklanders prefer tolls over taxes

1c per ltre

additional 1%

Don't like either option DOt k;;W on rates every
10% year for 10
years
Fuel t d additional M
uel tax and additiona otorway user Or

charge

rates increases

51% @ $2.00 per trip

Base: all respondents (5,022)
Source: Q3 Infrastructure
New Zealand

31%




Time for change

* The current plan does not deliver
the outcomes we want

* Will take too long to realise
benefits

* Better outcomes need better
ideas:
* Value capture
e Capital recycling
* Development at scale
* Tolls

* If we act now we can design the
future we want, or....

Insanity:
doing the same thing & —==
over and over again 3

and expecting
different results.

Athert Sinstein
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