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Te Kaweplrongo Waihanga
Kia ora koutou katoa
Welcome to the April issue of InfraRead.

In this month’s edition of, we welcome our new Chief Executive Nick Leggett to Infrastructure
New Zealand. Nick got started on Monday this week, he comes with an impressive CV and an
eagerness to get on with all things infrastructure.

In April’s edition of InfraRead we explain our first wave of policy position papers which will act
as a starting point for forthcoming conversations about the state of play in our industry. Our
first three look at private capital, how to make better use of current tools available and one on
how we can achieve better local government.

Coming up also in this edition of InfraRead we have a fascinating guest article from Susan
Burns and Sam Ponniah of Martindenkins on the productivity challenge facing Aotearoa. Our
productivity growth is lower than comparative countries and we're working longer for less, we
find out what can be done.

There’s an update on INZ submissions on the Productivity Commission’s ‘improving Economic
Resilience’ issues paper. The paper looks at New Zealand'’s resilience to both the Global
Financial Crisis and more recently, the COVID-19 pandemic.

We run through the five new scenarios for future transport connections across Te Waitemats,
which include both bridge and tunnel options. It’s good to see that in all scenarios, there will be
room given for walking, cycling and public transport.

Building Nations 2023 is upon us. This month we have all the latest and some useful links to see
what’s going on this year at Te Pae Convention Centre in Christchurch.

And finally, this will be my last forward for InfraRead as part of my role at Infrastructure

New Zealand, with the appointment of Nick as our new Chief Executive, this will give me the
opportunity to concentrate on my job as Policy Director and allow Nick to lead from the front
on future communications, | wish him every success in his new role.

| hope you find this edition insightful and engaging. We welcome members contributing content
to InfraRead. If you would like to contribute, please contact our Policy Advisor Martina Moroney,
at martina.moroney@infrastructure.org.nz.

Nga mihi nui

Michelle McCormick
Policy Director
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Welcoming Nick Leggett our
new Chief Executive
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Nick joins us after spending nearly four and
half years as the Chief Executive at la Ara
Aotearoa Transporting New Zealand. Like
infrastructure, the road transport industry
has faced some tough challenges over the
past few years. Projecting a coherent case
and effective advocacy to government was
very much part of Nick’s role, which we
believe will set him in good stead for his
new job, leading Infrastructure New Zealand
at such a critical time for our sector.

Nick is a seasoned communicator and
brings a wealth of experience not just from
his role as Chief Executive of the Road
Transport Forum, but also from his time as
Mayor of his home city, Porirua, between
2010 and 2016.

All up, Nick has spent 20 years working in
elected positions within local government.
He was first elected to Porirua City Council
as a councillor in 1998, when he was just 19
years old. At the time he wanted to achieve
better representation of younger people
on council, as 75 percent of the population
were under 45, but that wasn't reflected in
the age of the councillors!

By the time the local-body elections

rolled around in October 2010, Nick was
contesting the Porirua mayoralty as one of
nine candidates. He was then working as a
real estate agent, specialising in commercial
and industrial sales.

Nick was endorsed by the outgoing mayor
of 12 years, Jenny Brash, as well as former
mayor, John Burke. He was successful

and when he was elected, he became the
youngest mayor in New Zealand at the time.
Nick was later re-elected Porirua Mayor in
2013 with 76% of the vote.

Nick has also previously served on the
Capital & Coast District Health Board and
the Board of Capacity Infrastructure Ltd.
He’s also the Chairperson of the Hutt Mana
Charitable Trust and a Director of Greater
Wellington Regional Holdings Ltd and MITO.
Before being elected Mayor of Porirua in
2010, Nick worked as a commercial property
broker for Colliers International.
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We are delighted to welcome and tell you a bit more about our new Chief Executive Nick Leggett.

When Nick was announced as Infrastructure
New Zealand’s new Chief Executive he

told us he was delighted to be joining our
industry body at such a pivotal cross-roads
for our nation - and the infrastructure
sector.

He also said he was excited to be
continuing his advocacy for vital industries
and asking critical questions about how
we fund what we need to build, who will be
available to build it and how we minimise
the impact of emissions when doing so.

We look forward to working with Nick

to ensure that New Zealand has the
infrastructure it needs both for today and
the future. Nick started this Monday and is
based in Wellington.
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Infrastructure projects are
often over budget but do we
need to start talking about
them differently?

By Michelle McCormick, Policy Director, Infrastructure New Zealand
""\ InfraRead
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Infrastructure projects’ budget blowouts make fantastic attention-grabbing headlines in the media,
and understandably elicit strong public feelings around the perceived wasted tax and ratepayer

funds.

But all too often there is limited public
understanding of what exactly the initial
project costs were based on, project
complexity and causes of any increased
delivery costs. There are often rushed
announcements of projects by politicians
ahead of any detailed business case with
guesstimates of costs thrown about.

New Zealand is relatively new in the game
of developing and delivering so-called
mega projects. These complex large-scale
multi-year projects, often located in built
up urban areas, require much more detailed
planning for every step and are subject to
a considerable number of unknown factors
at their inception. Announcements that

the Auckland City Rail Link project is now
estimated to be $5.5b, a $1.1b increase on
the previous estimate of $4.4b back in May
2019 is not surprising. People will recognise
the challenges that this important
infrastructure project has had to contend
with during this time including ongoing
Covid-19 disruption impacting work sites,
supply chain disruption (constraints, delays
and extra costs with shipping), and higher
than expected construction costs due to
inflation.

An excellent recent article by Bevan
Clement at the Engineering School at

the University of Auckland explained the
reasons many big infrastructure projects
run over budget. Giving the media and
public more of an understanding of

the construction projects unknowns,
particularly when tunnelling is involved,

is helpful to start better managing
expectations on our bigger and more
complex projects. This isn’'t paint by
numbers work, there are significant
uncertainties. Ground conditions, despite
geotechnical surveys, are still uncertain
across the whole construction site and can
lead to surprises, and increased work and
costs. Wider economic conditions, such as
trends in the labour market, supply chain
and inflation also have a significant impact.

It isn’'t just Auckland projects or mega
projects that are experiencing significant
cost increases either. The last piece of the
SH2 Baypark to Bayfair link project, the
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Bayfair flyover in Mount Maunganui, was
opened this month. Originally costed at
$120m in 2014, this project had a number
of delays due to some scoping issues,
unforeseen ground conditions, and belated
recognition of the need to provide safe
facilities for pedestrians and cyclists in
this corridor. Originally scheduled to be
completed in late 2020, the changes in
scope meant that the opening was delayed
to this year. The total cost is more than
double the original price tag at $262m. But
the delivered project will hugely benefit the
local community, and those using the SH2
including heavy freight vehicles heading to
and from the port for years to come.

The cost of cycleway projects is another
area the media often focuses on. But again,
how well do we explain that these are also
urban design projects which significantly
improve our local environment, not only

for cyclists but also for pedestrians,
residents, visitors, tourists and the
businesses adjacent. Projects improving the
streetscape inevitably require some digging
below the current road surface. As soon as
this happens there is a journey of discovery
undertaken detangling the complex
underground spaghetti of pipes, cables and
fibre encountered which also means more
expense.

New Zealand continues to have productivity
issues, particularly in the construction
sector, with a slow uptake of technology.
Digital mapping and recording of our
underground utility services has been
particularly slow and piecemeal, with it
generally limited to major new projects.

It's encouraging to see the comprehensive
underground asset mapping work being
undertaken by Wellington City Council
(refer to more details here). This will

be a game changer. While considerable
investment up front is required to not

only map the existing utilities, but also

set up systems to record and share this
information with the various providers,

the long term savings will be valued. The
current stop - start working practice, which
requires extra repairs and replanning when
some unexpected cable or pipe is hit during
construction work is crippling and hugely
unproductive.
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Bevan Clement also calls on the better use
of data. Once a project is completed, the
teams usually move onto the next project.
Better post-construction audits where the
lessons learnt are recorded and applied to
future projects needs to become the norm.
Sharing of the good and the bad is critical
to improving our productivity. Development
of strong leadership is also critical and
was identified by Te Waihanga in Rautaki
Hanganga o Aotearoa - The New Zealand
Infrastructure Strategy.

No one likes to pay more for something
than they had expected to but maybe we
also need to get better at explaining what is
being delivered and how our communities
will benefit.

Other jurisdictions seemed to be quite
skilled and focussed on telling a more
positive story to their public about their
infrastructure and its construction. The
contribution to the economy is often
highlighted, like explaining how many
people have been employed in the
construction of a particular project, and
that their wages have flowed into our local
businesses, and the ongoing advantages
that the infrastructure will provide for our
communities. Major projects need to be
future proofed, and the reality is that this
costs more - but there is never going to
be a time when it is cheaper to make these
investments than now and cutting corners
should be avoided. How often do we lament
that the original Auckland Harbour Bridge
was built with limited road capacity, let
alone being able to accommodate rail or
pedestrians and cyclists like the Sydney
Harbour Bridge has been able to since the
1930s?
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Infrastructure New Zealand
releases first wave of policy
position papers

By Martina Moroney, Policy Advisor, Infrastructure New Zealand
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Ahead of the 2023 election, Infrastructure New Zealand is developing a set of policy positions which
will act as the starting point for the important conversations we need to have to improve the current

state of play in our sector.

At present, Aotearoa New Zealand faces

a number of challenges to meet current
and future infrastructure needs. To unlock
the level of investment needed to address
these, and deliver the infrastructure that
we so urgently need. The challenge we put
forward is the need to change our political,
planning and funding systems to deliver
better long-term, sustainable outcomes
for New Zealanders. But we must not lose
sight of what we have. We can do better

at utilising private capital and leveraging
partnerships between Maori, central and
local government, and the private sector
to address a range of ongoing challenges,
including our existing infrastructure deficit.

Improved utilisation of private capital

In our ‘private capital’ paper we outline that
the Government cannot deliver everything
simultaneously itself, and will not be able
to fund its way out of New Zealand’s more
than $210 billion infrastructure deficit.

The private sector is well-placed to provide
significant support in delivering the
country’s infrastructure needs through its
delivery capacity and capability, flexibility to
scale up quickly where there is increasing
demand, the size of its finance pool, its
commercial discipline and sophistication
and its industry and technical know-how.

A partnership approach between the
Government and the private sector would
enhance delivery capability, transfer key
risks of deliverability to the private sector
as well as the ability to bring forward
significant infrastructure projects that do
not currently have funding committed.

Using private capital can come in many
ways, such as:

e private-public partnerships
e aleasing model
e and soft loans.

Infrastructure New Zealand makes two
recommendations.

¢ The Government should review its
current approach to using private
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capital for public infrastructure and
improve its utilisation of private capital
while still ensuring Crown ownership
remains.

e The Government should explore the
potential of different models to attract
private capital to enable it to deliver a
much larger portfolio of infrastructure
projects.

Better use of current tools

In our ‘better use of current tools’ position
paper we identify that local government

in particular is responsible for about half
of all infrastructure spend. However, many
councils are unable to borrow more money
to finance the infrastructure they need to
keep up with population growth, large asset
renewals or service quality upgrades. In
particular, our cities have faced significant
growth pressures over the last decade and
have struggled to respond.

Part of this problem is that we are not good
at using the funding and financing tools

we have, such as special purpose vehicles
through the Infrastructure Funding and
Financing Act and specified development
projects under the Urban Development Act.

For example, after being introduced in

the middle of 2020, it was only late last
year that the first Infrastructure Funding
and Financing project was confirmed

for Tauranga towards thirteen transport
projects across the region. We are also

yet to see any specified development
projects confirmed, although Kainga Ora are
currently assessing two projects — Western
Corridor in Tauranga and the Northern
Growth Area. However, it has been over six
months since these have been selected for
assessment.

ISSUE 18. APRIL 2023 10


https://infrastructure.org.nz/wp-content/uploads/2023/04/Infrastructure-NZ-Policy-Position-Private-Capital.pdf#msdynttrid=-lIyPrUdVH6Uts9wFkoUBF-79SrkAf6fgtp31LBq0sI
https://infrastructure.org.nz/wp-content/uploads/2023/04/Infrastructure-NZ-Policy-Position-Better-Use-of-Current-Tools-.pdf#msdynttrid=3iYHrwwI4bb7B9p-1_erQBswgVwK0TrBwrmtYN8FFM0
https://infrastructure.org.nz/wp-content/uploads/2023/04/Infrastructure-NZ-Policy-Position-Better-Use-of-Current-Tools-.pdf#msdynttrid=3iYHrwwI4bb7B9p-1_erQBswgVwK0TrBwrmtYN8FFM0

To improve the use of these tools, we need
to review them and simplify the process. We
also need to see councils better supported
in navigating the steps required.

Further, there is a need to look closely

at Kainga Ora’s role in enabling urban
development projects through the Urban
Development Act. Kainga Ora have a
significant role to play in partnering

with private developers to bring forward
complex projects. Enabling greater
accessibility and useability of current tools
will be critical to improved infrastructure
development.

Better local government

More fundamentally, we need to
acknowledge the misalignment of
incentives. We must take a step back
and look at the conditions underscoring
underinvestment at the local government
level.

In our ‘better local government’ paper
we outline how current local government
settings separate planning and funding
functions. This creates incentives that
are fundamentally misaligned fiscally,
financially, and structurally.

Central and local government both face

different (and often competing) motivations.

Local government’s primary source of
revenue — rates - is detached from council
performance and is instead linked to voters’
priorities, which often focus on vertical
infrastructure with tangible outcomes and
near-term impact rather than much needed
horizontal infrastructure. Local government
is also at odds with central government
who gets direct benefits from improved
economic performance and is incentivised
to proactively pursue economic growth.

InfraRead
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As a result, we lack a certain and built-out
pipeline that would allow the sector to gear
up to deliver on the infrastructure that New
Zealand urgently needs.

We also note that there is also a
misalignment of incentives at a regional
level. Central government entities with
national objectives are performing functions
with localised impacts. Local government
entities without scale or resources are
providing services with regional and
national impacts. Neither are optimised

to respond to the communities they are
affecting, and no one is delivering regional
outcomes.

It is our view that there is a need to
fundamentally re-align incentives. INZ
recommends empowering regional
government with functions that have
spatial effects, with local governance being
refocused on community wellbeing and
service delivery.

To support this reallocation of roles, a
joined-up funding and financing approach
that enables infrastructure delivery

and certainty for the sector is required.
Regional deals, based on city deal-style
arrangements, would allow regional bodies
to engage with central government to
agree regional outcomes, negotiate greater
certainty of funding and drive growth

in the long-term through the delivery of
infrastructure projects which increase

the region’s economic capacity. Stronger
alignment on regional outcomes can
provide a basis for central government

to explore new funding tools such as bed
taxes or sharing of GST on new builds.

INZ member engagement

We invite INZ members to provide feedback
on this first tranche of policy position
papers. We look forward to releasing more
soon, and to continuing the conversation
about how we work together for the benefit
of the sector.
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The productivity challenge
in Aotearoa

By Susan Burns, Senior Consultant and Sam Ponniah, Senior
Consultant, MartinJenkins
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Aotearoa New Zealand has a proud tradition of innovation and resourcefulness. When it comes to
how we work, however, we know that we tend to work harder and not smarter. Our “productivity
paradox” is well established.

I

Workers in Aotearoa work longer hours and
for less reward than workers in most other
OECD countries. Productivity growth has
been low across other advanced economies
over the last 25 years, but New Zealand’s
performance has been even worse. We work
7% more but produce 20% less than other
OECD countries (Productivity Commission,
“Productivity by the numbers”, 2021).

Our largest city, Auckland, while 17% more
productive than the rest of the country, still
lags behind comparable international cities.
Productivity growth rates for Auckland
were 0.20% between 2008 and 2018,
compared to 0.60% for Brisbane, 1.61% for
Sydney, and 1.32% for Adelaide (ATEED,
“Pathway to productivity”, 2019).

Addressing our productivity problem in
the post-COVID “new normal”

We know that how productive we are as

a country affects our daily lives — what
healthcare we can afford, the quality of our
education, how much we get paid, and the
interest rates we pay. In short, productivity
lifts economic and social wellbeing.

However, when COVID-19 hit in early 2020,
the spotlight came off and we stopped
talking about the productivity challenge.
Now, as our borders have opened and we've
moved back towards normal, attention is
returning to it.

It's a “new normal” though — our working
patterns are changing, remote working has
grown, and service delivery is becoming
more localised.

So what can we do to improve
productivity?

There are many reasons for New Zealand’s
underperformance - distance from
international partners, small domestic
markets, capital shallowness, and

industry structure. Those factors make

it harder for new technologies and ideas
to diffuse throughout our economy and
across businesses. Very few New Zealand
businesses operate internationally in their
particular industry, and that also limits

InfraRead
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awareness of and access to tools and
technologies that drive productivity growth.

Productivity can be increased through

a range of factors and interactions in
the economy that improve business
performance. Workforce development,
innovation, technology, competition, and
ease of doing business are all important
drivers of productivity.

Government has a significant role to

play in creating an environment in which
enterprise is rewarded and people have
equitable access to essential services. Part
of this involves better harnessing the power
of infrastructure in bridging distance -
physically and virtually — and providing for
effective and resilient supply chains and
access for customers.

Harnessing the role of infrastructure,
starting with better planning

First, there is how we plan our infrastructure
projects. Decisions need to be better
informed by strong evidence and data, and
our decision-making processes also need to
be faster and more efficient.

A report commissioned by Infrastructure
New Zealand found that our economy would
have secured $2.3 billion in benefits from
improving the decision-making process

for the Waikato expressway (Principal
Economics, “Great decisions are timely”,
2022).

We also need to move beyond the “just

in time” approach that underpins our
infrastructure delivery and instead work
towards a more strategic and more certain
infrastructure pipeline. The development of
a credible pipeline will provide industry with
more certainty for their own investments in
people and technology.

Managing existing infrastructure: Making
better use of what we have

Then there’s how we manage our
infrastructure — which comes down

to getting better at using our existing
infrastructure. With water and transport

ISSUE 18. APRIL 2023
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this means looking at how we price and
manage demand to get the most from those
networks. Tools like congestion charging
can significantly improve how our transport
networks are managed, if we support these
tools by also providing genuine transport
alternatives.

Congestion-related costs alone in Auckland
are estimated at between $0.9 billion

and $1.3 billion annually, or up to 1.4% of
the region’s GDP (NZIER, “Benefits from
Auckland road decongestion”, 2017).
Shorter travel times would reduce these
losses, and lift the city’s productivity.

Funding and financing the infrastructure
we need

Aotearoa has long struggled to fund and
finance its infrastructure needs, resulting
in a significant infrastructure deficit.
Cyclone Gabirielle has also shown just how
vulnerable our current infrastructure really
is. If we continue to underinvest, this will
dampen our ability both to respond to
future needs and pressures and to increase
our productivity.

Addressing our country’s social,
environmental, and economic challenges
will continue to require a substantial
investment in infrastructure, continuing the
boost in spending we have seen over the
last decade.

Increasingly, we will need to consider

the full range of funding and financing
options. We will need to make greater use
of existing tools and debt funding, as well
as considering alternative models involving
greater use of private capital.

InfraRead
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Thinking differently about infrastructure
and productivity

There are no easy answers to our
productivity challenge, which requires us to
do more with what we have. But part of the
puzzle is thinking differently about how we
plan, manage, and fund infrastructure.
Doing that will not only help us unlock our
productivity, it will provide yet another
example of ingenuity in action in Aotearoa.

ISSUE 18. APRIL 2023

14


https://infrastructure.org.nz/wp-content/uploads/2021/08/Benefits-Auckland-Roads-Decongestion-Report.pdf
https://infrastructure.org.nz/wp-content/uploads/2021/08/Benefits-Auckland-Roads-Decongestion-Report.pdf

Advocacy and engagement update

There is a heightened level of government
consultation currently across several
portfolios as the countdown to the 14
October election looms. This tsunami of
public consultation indicates the narrowing
window before the hiatus commence with
the three-month period of the caretaker
government and the protocol that no major
policy decisions are made within this time.
Over this past month we have undertaken
the following activities:

¢ As mentioned, we have developed our
first tranche of policy position papers
which will act as a starting point for
forthcoming conversations about the
state of play in our industry ahead of
the election.

e The INZ Funding and Financing working
group had the opportunity to meet with
the Auckland Light Rail team to canvass
commercial opportunities associated
with this exciting transport and urban
development project. It was a really
interesting discussion that drew on
the wide experience of members with
other developments internationally and
in New Zealand. We expect there to be
ongoing engagement as the corridor
business cases progress.

e While we await the final Resource
Management legislation’s report
back from the Environment Select
Committee, we have been keeping a
watching brief on the development of
the first National Planning Framework.
It has been great to see some draft
material emerging and targeted input
being sought. It has also been good
to the Ministry for the Environment
publicly outlining the development
process which will involve a Board of
Inquiry ahead of the final legislation
being passed.

e There is an awful lot happening in
the transport sector. As well as the
consultation on the options for a
new Auckland Harbour Crossing,
the Ministry of Transport and MBIE
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are also consulting on the electric
vehicle charging infrastructure. We are
preparing a submission on the Charging
our Future Strategy which closes on 11
May. Further details on the strategy can
be found here.

The Transport and Infrastructure
Select Committee has also called for
submissions on the Land Transport
Management (Regulation of Public
Transport) Amendment Bill - with a
closing date of 28 April. This Bill is
important as it established changes

to the current operating model which
will support the decarbonisation of the
public transport including proposed
changes to the ownership of depots as
significant capital investment needed
for large-scale electric bus charging
facilities.

We are also expecting the Draft
Government Policy Statement on

Land Transport to be issued for
consultation during May. It will be
particularly interesting to see any
proposals around the cash strapped
National Land Transport Fund’s revenue
streams, particularly given the recent
announcements by Minister Robertson
that the fuel tax discounts will finish at
the end of June.

The water legislation pond will remain
murky for a while. We understand

that the current two bills — the Water
Services Legislation Bill and the Water
Economic Efficiency and Consumer
Protection Bill, will continue their course
and be back in June as scheduled.
However, following the announcement
this month on the renamed Affordable
Water reform by the new Minister

for Local Government, Hon Kieran
McAnulty, we can expect further
legislation to bed in this changed
approach. However, the window to
progress this legislation is very tight
with limited time available for Parliament
and Select Committee to consider it this
term.
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Setting the rules around
Offshore Energy Investment

The Government has committed to reaching
net-zero for long-lived gases by 2050 and

has set a target that 50 per cent of total
energy consumption will come from renewable
sources by 2035, it also has an aspirational
target of 100 per cent renewable electricity

by 2030. This means that there is an urgent
need to plan and develop our clean energy
generation now.

While New Zealand is fortunate to already
have a significant amount of our electricity
generation coming from renewable sources.
We still need to make this 100%, and also
build in the capacity to address the increasing
demand now and in the future.

INZ welcomes recent public consultations on
renewable energy by the Ministry of Business,
Innovation and Employment (MBIE) and the
Ministry for the Environment. A discussion
document seeking feedback on the proposed
changes to strengthen national direction

on renewable electricity generation and
transmission was announced on 20 April 2023.
The Ministry for the Environment has issued a
consultation document containing proposals
to strengthen the national policy statement
for renewable electricity generation to achieve
a more efficient, certain and environmentally
sustainable consenting process. These
amendments should address some of the
issues identified by Te Waihanga / The New
Zealand Infrastructure Commission in their
recent report Infrastructure consenting for
Climate targets.

The proposals include new National
Environment Standards that will better
enable small and community-scale renewable
electricity projects to make upgrades of
existing wind and solar more certain. The
discussion document can be found here, with
submissions closing on 1 June 2023. Following
consultation, amended national policy
statements will be in place before the end of
the year.

The Ministry for Business, Innovation and
Employment has also recently undertaken
the first part of consultation on the approach
to feasibility activities for offshore energy
investment, which INZ has submitted on.

InfraRead
Te Kaweplrongo Waihanga

Offshore renewable energy is one type of
energy generation that we are not currently
utilising, but which has considerable potential
either from harnessing wind power or wave
power and could contribute to Aotearoa New
Zealand’s net-zero emissions goals as well

as our wider economic development. New
Zealand is ideally located to take advantage
of our higher-than-average wind speeds

and utilise this with a growing number of
land-based wind farms. The technical and
environmental challenges of offshore wind
power are complex and expensive but other
countries such as China, Denmark, Ireland
and the UK have established offshore energy
generation which we can learn from.

There is already industry interest in
developing this form of renewable energy
generation in New Zealand. Several potential
locations have so far been identified, which
have relatively shallow seabeds and high
consistent wind velocities, such as in the
Foveaux Strait off Southland, Taranaki bight
and off the coast of Waikato. Consequently,
INZ supports an open-door approach to
progressing feasibility activities. The early
establishment of a clear assessment process
will provide certainty for the offshore wind
industry and its potential investors. This is
particularly the case as international interest
in this type of sustainable energy generation
continues to grow and New Zealand competes
for investment.

INZ supports the developer-led permitting
approach which has been recommended in the
Discussion Paper. We see the implementation
of a feasibility permit system as an extremely
positive development in the progression of
the offshore renewable energy industry. The
timeframe for these permits needs to be
realistic though as resource consents will also
be required to be obtained for these activities.
We support a 10-year period but with a
requirement to demonstrate tangible progress.
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We also strongly support the proactive
engagement with Maori in developing the
regulatory framework to ensure that their
rights and obligations as mana whenua, mana
moana and Te Tiriti partners are appropriately
accounted for. To enable this, it is vital that
the government ensures that iwi involvement
is adequately resourced and funded as
contemplated. This could be supported by the
developer application fees.

Additionally, INZ considers that a larger
coordination role is needed across the

wider infrastructure sector to ensure that

the investment in offshore wind energy
infrastructure is successful. Both offshore and
onshore transmission infrastructure is a critical
aspect of any offshore wind development.

The connection of the energy from this new
generation source to the national grid is
another aspect that needs forward planning
and investment to ensure certainty in the
offshore investment. Coordination of other
supporting infrastructure, such as port
upgrades, are also a critical component to the
establishment of the offshore wind energy
sector and its ongoing operation. There is an
important role here for the government to play
and coordinate across the different sectors
and players to ensure New Zealand is able to
meet its emission targets.

MBIE is expected to release a second
discussion document for consultation later
this year to canvas further elements of
required regulatory settings such as how best
to manage the construction, operation and
maintenance, and decommissioning stages of
offshore renewable energy infrastructure.

Another important piece of the puzzle

will be the long-awaited New Zealand
Energy Strategy. This Strategy was a
recommendation of the Climate Change
Commission and gained the Government’s
support with its inclusion in the Emission
Reduction Plan.
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The New Zealand Energy Strategy, now
currently under development, will help set the
direction for Aotearoa New Zealand’s pathway
away from fossil fuels and towards greater
levels of renewable electricity and other low-
emissions alternatives. A consultation draft

is expected to be released later this year

with the final strategy due to be in place by
December 2024.

INZ is keen to work with energy sector
members and stakeholders in contributing and
responding to these upcoming consultations
and working to ensure our renewable energy
sector regulatory regime is as efficient and
welcoming to investment as possible.
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Improving New Zealand’s
Economic Resilience

In mid-April, INZ submitted on the Productivity
Commission’s Improving Economic Resilience

inquiry’s issues paper.

The issues paper responds to the aftermath
of the effects of the Global Financial Crisis
and the COVID-19 pandemic on New Zealand’s
resilience and takes a forward-looking view,
acknowledging the geopolitical and climate
change challenges to come.

The inquiry seeks to identify policies and
interventions that can enhance the resilience
of the economy and living standards to
persistent medium-term supply chain
disruptions while acknowledging New
Zealand’s unique context.

In our submission, we take a high-level
approach which highlights opportunities

to learn from the infrastructure sector’s
response to COVID-19 related disruptions, and
approaches to leveraging infrastructure to
absorb and adapt to future economic shocks.

Learnings from Covid-19 related supply
chain disruption

Our first focus is on the opportunities for
learnings out of private and public sector
collaboration in response to the supply chain
disruptions that resulted from COVID-19. We
look at the work of the Construction Sector
Accord during the GIB crisis and encourage
the Productivity Commission to consider
opportunities for greater public-private
collaboration.

Engaging with the sector will be crucial to
preventing unintended consequences due

to inadequate industry engagement. We
highlight how the closure of Marsden Point
without adequate understanding of the flow-
on effects and likelihood of a CO2 shortage
has underscored the value of broad industry
engagement and strategic planning to ensure
that the effects of critical infrastructure
decisions are adequately understood.
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We also note that COVID-19 had a
disproportionate impact on women in
employment, with greater numbers of women
experiencing job losses than men - two-
thirds (22,000) of the fall in employment
were women. As part of the Commission’s
focus on equity impacts, we suggest that it
should consider the importance of improving
women’s representation across key industries.
The construction sector offers significant
opportunity to build workforce resiliency,
where less than 20% of workers are women
and even fewer in trades.

Infrastructure as a key lever for building
resilience

Our submission highlights the role of
investment in infrastructure in building
economic resilience. We emphasise the need
to marry the improved use of private capital
for infrastructure investment with improved
planning and procurement models.

Investment in strategically planned and
resilient infrastructure will be a key lever in
growing New Zealand'’s supply chain resiliency.
At present, however, we have an infrastructure
deficit of at least $210 billion which, in the

face of the ongoing pressures of growth and
climate change, is only likely to grow.

As such, we highlight that involving private
sector capital and delivery capacity will allow
significant investment where it is necessary to
build economic resilience. For example, it could
allow us to bring forward transport projects
which do not currently have funding attached
and which would substantially improve New
Zealand’s freight connectivity and economic
resiliency.
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We also note opportunities for growth in

New Zealand’s renewable energy and digital
industries to diversify our exports and
encourage the Commission to consider actions
to progress the longer term New Zealand
Infrastructure Strategy’s recommendations in
this area.

To optimally deliver on this investment, we
suggest the Commission takes a step back to
consider the role of integrated transport and
land-use planning and improved procurement
capability and capacity for both local and
central government.

There is an opportunity for central
government to lead procurement where
expertise is needed to account for shocks, or
leverage opportunities, across infrastructure
supply chains. Entities like Te Waihanga and
the recently announced Rau Paenga are well
placed to provide expertise (Otakaro Limited
will now be known as Rau Paenga Limited,

as the Crown company is repurposed into

a national infrastructure delivery agency).
Alongside these agencies, greater certainty
of funding, and bolstered capacity at the local
government level would be a helpful first step
to building capability.

To support the provision of guidance within
the infrastructure-system, Te Waihanga in
particular will need to be enabled to take a
system leadership role. Additionally, we note
the importance of pipeline certainty to driving
procurement improvements.

The Commission’s draft report is expected in

October of this year, before the final report is
published in February 2024. We look forward

to continuing to engage with the Commission
as the inquiry’s work progresses.
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Waitemata Harbour
Connections options
identified

The Government has identified five scenarios
for future transport connections across Te
Waitemat3, including both bridge and tunnel
options. These include the below.

e Scenario 1- Two separate tunnels for light
rail and general traffic
(up to $25 billion cost, and 15-year
construction period).

A new light rail tunnel running eastwards
from Wynyard to Smales Farm via Belmont
and Takapuna. There would also be a
separate road tunnel directly between the
central motorway junction and Akoranga
Dr.

e Scenario 2 - Bridge for light rail, walking,
cycling and general traffic
(up to $15 billion cost, and 10-year
construction period).

A new bridge next to the existing Auckland
Harbour Bridge for light rail, walking,
cycling and three new general traffic lanes.
This would provide five general traffic
lanes in each direction at all times. Light
Rail would be connected from Wynard to
Takapuna via the Akoranga Station. The
bridge would be of a similar gradient and
height to the existing bridge.

e Scenario 3 - Tunnelled light rail, bridge for
general traffic, walking and cycling
(up to $20 billion cost, and 15-year
construction period).

A new light rail tunnel running to the

west connecting Wynyard to Takapuna

via Birkenhead, Northcote and Akoranga
Station. A new, separate bridge for State
Highway 1 traffic directly between the
central motorway junction and Sulphur
Beach. Walking and cycling provided on
the new bridge, while the existing Harbour
Bridge would be retained for local traffic
and buses.
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e Scenario 4 — Bridge for light rail, walking
and cycling and tunnelled road
(up to $20 billion cost, and 15-year
construction period).

A new bridge beside the existing Auckland
Harbour Bridge for light rail, as well as
walking and cycling landing at Sulphur
Beach. The light rail would go from
Wynyard to Takapuna via Akoranga
Station. It would be of a similar gradient
and height to the existing bridge.
Meanwhile, a tunnel would be created
between the central motorway junction
and Akoranga Dr for road use.

Scenario 5 — Bridge for light rail, walking
and cycling and tunnelled road

(up to $20 billion cost, and 15-year
construction period).

A new bridge for light rail and walking and
cycling from Wynyard Point to Sulphur
Beach, with the light rail carrying on to
Takapuna via Akoranga Station. A new
tunnel would connect the central motorway
junction and Akoranga Dr.

Under all scenarios, current road space would
be reallocated on the existing Auckland
Harbour Bridge for walking, cycling and buses
with goods services, freight and traffic able to
use the tunnel.

Each scenario requires trade-offs to be made.
Tunnels are typically more costly, take longer
to build and emit higher amounts of carbon
during construction. However, they create the
least impact on the harbour, headlands and
seabed. The reverse is true for bridges.
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The Government is in the process of seeking
feedback on its five scenarios. It will confirm
the preferred option for the crossing in

June 2023 after feedback is collated. A
detailed business case and engagement with
communities is then expected for 2024, before
consenting, detailed designs and further
engagement in 2026.

We encourage the Government to provide
more information on how it expects each
scenario will support broader socio-economic
objectives, including the impact on travel
times for freight, business and personal travel,
emissions reductions, and contribution to
housing and development opportunities. Such
information will be critical to support effective
decision-making on a landmark piece of
infrastructure that will serve Tamaki Makaurau
and Aotearoa for decades to come.

Given the costs of the options range between
$15 and $25 billion, we urge the Government
to consider its full suite of options to meet
the costs of building the infrastructure,
including options that leverage the use of
private capital. Such options include Public-
Private-Partnerships, leasing models and

soft loans and grants. The private sector has
the capacity and know-how to support the
delivery of such an important project.

It is positive that the Government has
signalled a construction start date for the
project by 2029 and is taking steps now to
confirm the preferred mode and alignment.
The second harbour crossing has been talked
about long enough, and it is great to see some
certainty and intent to deliver it. Decisions

on the eventual mode and alignment need

to be informed by robust modelling and
analysis while the scale of the project raises
key questions for the Government to consider
around how it funds and finances these types
of projects.

Further information on the project, including
details for the consultation phase are available
here.
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Building Nations 2023

With just over a month to go, Building Nations
2023 is approaching fast.

At Te Pae Convention Centre in Christchurch,
we’'ll turn ambition into action and look at the
practicalities of delivering the infrastructure
that New Zealanders urgently need within the
context of massive system change and commit
to bold action as we head into a national
election. Progress that can’t wait.

We will be joined by international thought
leaders who will reflect on lessons from
overseas infrastructure investment models
and set the scene for what is possible in New
Zealand.

Political will to action impactful change
and to depoliticise the pipeline will also be
front of mind as we hear from Government
and Opposition leaders ahead of October’s
election.

Delegates will learn from New Zealand leaders,
including our premier sponsor, ANZ and Te
Waihanga - the New Zealand Infrastructure
Commission. We will hear about the current
New Zealand environment, and how we

can overcome barriers to action, as well as
progress a year on from the release of Rautaki
Hanganga o Aotearoa — The New Zealand
Infrastructure Strategy. A selection of overseas
experts will also join us to chart the way
forward for what New Zealand'’s infrastructure
could be.

Our keynote speakers will reflect on a wide
range of topics, including an industry-led
approach to improved pipeline certainty and
pathways to decarbonisation for large emitters
among other topics. Panels and concurrent
stream sessions will cover areas as diverse

as the future of transport resilience, iwi
investment in infrastructure, and the future of
digital as a lever for better, and more efficient,
outcomes.

We will also once again this year be joined by

a panel of iwi and local government leaders to
discuss climate resilience and issues that are

top of mind across the country.
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Building Nations will close with a political
debate, featuring potential coalition partners
ahead of the election.

We have a jam-packed agenda that we are
working to finalise. Building Nations will
provide an opportunity for the sector’s senior
leaders to come together to debate and
discuss the moves we urgently need to make -
from ambition to action.

We hope to see you there, June 7-8.
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Other note-worthy announcements

Rau Paenga established to support Crown infrastructure delivery
Announced at Building Nations 2022, the Government has confirmed the re-purposing of Crown-led
Christchurch regeneration company - Otakaro Limited. In its new form, Rau Paenga will be a national
infrastructure delivery agency which will support other Crown organisations to deliver their major
infrastructure projects more efficiently, effectively and consistently.

INZ welcomes the new agency and is encouraged by the recognition that constant commissioning
and decommissioning of project teams across Government wastes valuable resources and misses an
important opportunity to retain expertise.

We encourage the new agency, and the Government, to consider how it will work with existing advisory
and delivery agencies, including the advisory functions at Te Waihanga, to deliver the best outcomes for
New Zealand’s infrastructure.

We look forward to engaging with Rau Paenga and to working with newly appointed Chief Executive,
John O’Hagan, and his team.

Major shakeup announced for Three Waters reform

The Government has announced significant changes to its proposed Three Waters reform programme,
chief among them is the decision to establish 10 new regionally led entities based on regional
boundaries. The original proposal was for 4 water entities. The Government claims this change will still
result in cost savings for households of between $2,770-$5,400 per year by 2054. Detail on the changes
and the rationale underpinning them are yet to be released.

The Government intends to introduce and pass legislation to give effect to these changes before this
year’s election. This will be subject to the Parliamentary timetable and processes, and include the
opportunity for public feedback.

Further information is available from the reform programme website.

Government introduces emergency legislation to streamline
cyclone recovery

The Government has introduced the Severe Weather Emergency Legislation Bill to streamline recovery
and rebuild efforts associated with the damage caused by Cyclone Gabrielle. The legislation is similar to
legislation passed following the Christchurch and Kaikoura earthquakes and its main effect is to remove
some administrative timeframes that could hinder businesses, landowners and councils from carrying
out emergency work. The Government has also established a Cyclone Recovery Unit in the Department
of the Prime Minister and Cabinet to coordinate the work at the central government level.
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Other note-worthy announcements

Australia’s Tunnelling Centre

The value of Australia’s established infrastructure pipeline has been demonstrated, particularly its direct
link to long term investment in skills development and training. Back in 2020, in a first for Australia,

the Victorian Government opened the $16 million Victorian Tunnelling centre. Being able to see the
ambitious line up of road and rail projects in development, and recognise the specific labour skills
shortage to proactively address this has left Australia in a strong position in the context of a global
shortage of skilled construction workers.

The Victorian Tunnelling Centre has the capacity to train up to 5,000 workers annually in underground
construction and maintenance utilising two replica tunnels. One of the tunnels is from the Melbourne
Metro Tunnel project and is 25m long and over 7m in width. Being able to learn specialised skills in a
simulated work environment ensures that the students are ready to deal with all the challenges they
face in the real world. Technology is rapidly changing, and an important aspect of the training centre is
its close links to the Australian tunnelling industry and Monash University. The safe operation of tunnel
boring machines is a critical focus with the training facility able to use digital technologies to create a
virtual working environment with a sense of realism (such as temperature controls, water dousing and
replica sounds) without unnecessarily exposing the students to dangerous hazards high risk situation
while they are still gaining basic skills.

GST-sharing housing infrastructure Bill before the House
In early April, ACT’s Housing Infrastructure (GST-sharing) Bill was drawn from the members’ bill biscuit
tin and began its first reading in the House.

Under the proposed scheme, the Government would share 50 per cent of the GST revenue from new
builds with the local council that issued the consent to help them cover infrastructure costs associated
with new developments.

National and the Green Party look set to support the Bill, with Labour opposed. Its first reading was
interrupted as the House was adjourned. Next, it is expected to be considered by the Finance and
Expenditure Select Committee.

INZ has long supported GST-sharing as one of many approaches to addressing the lack of funding
certainty for local government. We hope to see the Bill act as a starting point for a broader conversation
around the system level incentives for local and central government, and how private sector capital and
delivery capacity can be better leveraged to improve funding arrangements in a joined-up manner.
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Other note-worthy announcements

The Government responds to Productivity Commission
immigration inquiry

Commissioned by the Minister of Finance and Minister of Immigration, the Productivity
Commission undertook an inquiry into New Zealand’s working-age immigration settings. They
produced their final report Immigration — Fit for the Future in April 2022.

The Government’s response is largely supportive of the Commission’s 32 recommendations
which can be grouped into three categories:

e improving productivity and labour market outcomes by better connecting the immigration,
skills, training and education systems

e increasing transparency and public understanding of the strategic direction of the
immigration system

e and engaging with Maori, as Te Tiriti partners to build enduring partnerships.

Notably, the Government has accepted the Commission’s recommendation to develop a
Government Policy Statement on Immigration. MBIE will now undertake targeted consultation
and report back to Cabinet by mid-2023 on a draft Government Policy Statement which seeks to:

e improve transparency and the public’s understanding about the goals for the immigration
system

e inform how trade-offs are made between immigration and other government objectives

e and provide information about how migrant groups might create demand for infrastructure
and other public services.
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Other note-worthy announcements

Contract Act changes to protect subcontractors are timely
Legislation has finally been passed to safeguard subcontractors’ retention money. This
legislation had been languishing since the Transport and Infrastructure Select Committee,

who unanimously supported the Bill, reported back to Parliament in November 2021. As the
economy slows with high inflation rates starting to really impact on top of covid and supply chain
disruptions, it is timely that these changes have finally been brought to fruition.

The Construction Contracts (Retention Money) Amendment Bill, which strengthens and clarifies
the retention money regime within the Construction Contracts Act 2002 received Royal Assent
on 5 April 2023. The provisions come into force from 5 October 2023, six months after the
legislation was passed. It will apply to new commercial construction contracts, and existing
contracts if they are amended from this date. This lead time allows contractors time to ensure
processes are established and standard contracts are amended before the new offences and
penalties apply.

These new provisions are part of the Government’s Building Systems reforms. Retention money
acts as an insurance that the subcontractor will return if there are any defects. This incentivises
subcontractors to ensure that building work is done right the first time.

While not mandatory to hold retention money, these provisions now provide fairer outcomes for
sub-contractors when things go wrong. It also introduces strict penalties for companies who fail
to meet their obligations with fines for breaches ranging from up to $50,000 for directors and up
to $200,000 for companies.

You can read more about the amendments here.
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Other note-worthy announcements

Continued progress for HRL Morrison & Co’s NZ Schools Il PPP
Morrison & Co has secured a new $284 million sustainability loan for its NZ Schools Il Public-
Private-Partnership, which manages four schools in Auckland, Christchurch and Queenstown
with around 5000 students enrolled.

The NZ Schools Il PPP was established with the Ministry of Education in 2017 to design, finance,
construct and maintain, for 25 years following construction, a schools portfolio of Rolleston
College and Haeata (Aranui) Community Campus in Christchurch, Wakatipu High School in
Queenstown and Ormiston Junior School in Auckland and expansion projects at Rolleston
College and Wakatipu High School.

The new sustainability loan refinances debt facilities and supports expansion of two of the
schools. The loan’s sustainability label was accredited based on environmental factors including
green buildings, energy efficiency, waste management, water management and access to clean
transport, as well as social factors such as access to essential services. The loan facilities have a
3-year term and are provided by Commonwealth Bank of Australia and China Construction Bank.

It is encouraging to see continued progress on what has to date been a successful PPP. Projects
like this provide an important example of where successful utilisation of private capital and
delivery capacity has helped New Zealand to advance its social infrastructure and sustainability
goals.
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Other note-worthy announcements

Asia Pacific Cities Summit - An opportunity for New Zealand
infrastructure developers

The Asia Pacific Cities Summit and Mayoral Forum is being held this year in Brisbane from 11-
13 October. This global event is held bi-annually with Brisbane hosting it every four years and
the alternating events held in other cities in Asia and around the Pacific rim. The last time it
was held in Brisbane in 2019 it attracted nearly 1,500 delegates from 140 cities representing a
population of 405 million people.

This is an important gathering for civic leaders and there is an opportunity for the announcement
of major project tenders to this influential forum which also includes many business delegates,
young professionals, leading academics, and industry professionals. In 2019 at the last Summit
held in Brisbane, SA 4.2 billion of contracts were showcased to the audience and this is expected
to be even bigger in 2023. Brisbane City Council, who are this year’s event’s hosts, are keen

to get more New Zealand companies attending, and also provide a platform for New Zealand
projects to make their tender announcements to the international audience that will be gathered.

The overall theme of the Summit will be “Shaping Cities for our Future” with three subthemes:
o cities of connection - technology, data and the people
o cities of sustainability - adapting to growth, inclusivity and wellbeing

e and cities of legacy- creating events of prosperity and longevity.

Here’s the conference link if you would like to find out more.
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11 May | Submissions on Charging our Future: a draft long-term
electric vehicle charging strategy for Aotearoa New Zealand close.

29 May | The Ministry of Business, Innovation and Employment is
seeking feedback on proposed changes to the Building Levy.

1 June | Consultation on proposed changes to the National Policy
Statements for Renewable Electricity Generation and Electricity
Transmission closes.

20 June | Submissions on the Climate Change Commission’s draft
advice to the Government on New Zealand’s second emissions
reduction plan close.
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UPCOMING
EVENTS
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May
WIN Auckland: City Rail Link Tunnel and Station Tour with Downer
WIN Auckland: Speed Networking
TIC Auckland: Mid-Week Mixer

Post Budget Analysis and meet our new CEO

A Future Policy Deep Dive - Housing, Infrastructure, and Urban
Development

Leaders’ Lunch with Hon Michael Wood

Leaders’ Lunch with Nicola Willis MP

June
Building Nations 2023
Annual General Meeting 2023

Doing Density Well - How to Grow a City

To host an event with INZ, please get in touch with Paige, at paige.hallam@

infrastructure.org.nz. Please visit our website for more information on these

member events, and to register.
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