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1. Introduction

11

1.2

13

Infrastructure New Zealand (INZ) welcomes this opportunity to submit on the draft of the second
emissions reduction plan. This submission builds on our previous submission on the draft advice to inform
the strategic direction of ERP2, in June 2023.

INZ is New Zealand’s membership organisation for the infrastructure sector. We promote best practice in
national infrastructure development through research, advocacy, and public and private sector
collaboration. Our members come from diverse sectors across New Zealand and include infrastructure
service providers, investors and operators.

While INZ has submitted as the peak infrastructure sector organisation, our members may make their own
submissions raising those issues specific to their areas of interest or expertise.

2. General remarks

2.1

2.2

23

2.4

2.5

INZ welcomes the consultation exercise undertaken by the Ministry for the Environment. We support the
Government’s efforts to pursue our critical climate goals, and the essential role that well-designed
infrastructure policy settings can play in supporting the transition.

We must also acknowledge the emissions reduction challenge that lays before us, and that it is going to
come with some difficult trade offs. INZ supports the Government’s efforts in continuing to pursue our
climate goals of net zero carbon emissions by 2050, and to meet our international commitments under the
Paris Agreement. We commend the Government in not losing sight of these goals.

However, we are concerned that the programme of initiatives outlined in the second emissions reduction
plan lacks ambition, relies on a range of critical assumptions, and relies heavily on sequestration from
forestry which creates risks for existing infrastructure and communities.

Infrastructure can play a critical role in reducing our national emissions, while continuing to grow the
economy and improve the lives of our people. However, effective and well-considered infrastructure
projects that support emissions reduction take a long time to plan, finance, and construct. We therefore
urge the government to develop a long-term pipeline of critical projects with cross-party support.

Finally, the government cannot fund all of the infrastructure required to support the transition to a net
zero economy by itself. Civil society, iwi, local government and the private sector will all also have
important roles to play in the green transition. The primary role of government should be to signal
direction, and create permissive settings to support green infrastructure development.th
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3. We support the general direction of the ERP2

3.1 We support ElectrifyNZ

3.1.1

3.1.2

3.1.3

3.1.4

We commend the Government’s ElectrifyNZ policy programme. New Zealand has an
abundance of renewable electricity generation potential, with some of the best wind
generation potential in the world. Affordable, abundant renewable electricity is a great way
of supporting decarbonisation of a variety of different sectors — from residential home and
water heating, to transport, and factory process heat. We have a highly-renewable electricity
grid already — the more significant emissions reduction potential is in other forms of energy.

We are pleased with plan’s greater emphasis on realising private investment. Private capital
will need to come to the table and meet the Government’s targets to double renewable
generation.

We however acknowledge that the resource management system regulating the
development of infrastructure, including renewable electricity assets, creates significant costs
and delays to building things in New Zealand. The New Zealand Infrastructure Commission —
Te Waihanga has highlighted that New Zealand is on track to miss between 11-15% of the
emission reductions required from the energy and transport sectors by 2050 due to
consenting delays.

Efforts to streamline consenting processes to help alleviate the costs on developing
renewable generation, transmission, and network infrastructure will help put downwards
pressure on costs for consumers of that energy. This approach needs to be applied down the
supply chain for these projects. This should include the quarries, concrete, and other raw
materials needed to build these projects in a time and cost-effective manner.

3.2 But we must not lose stability in the grid

3.21

3.2.2

3.2.3

We also, however, urge the government to not lose sight on the importance of a stable supply
of electricity. Without a stable electricity market, people and businesses will delay or avoid
electrifying their homes, businesses and factories. The work in the industry reveals some
serious challenges in creating a stable electricity supply as we increase our reliance on
intermittent generation sources and start to retire gas and coal-fired plant.

These risks are already playing out. This month, wholesale electricity prices increased from
averages of about $100/MWh to over $700/MWh. This was following a severe gas shortage,
low inflows to the hydro lakes, and higher demand for electricity over winter. Market events
like these will become more common unless we develop more firming generation capacity.

A significant challenge for the sector is that many generation assets, including those that offer
firming, or dry year generation, need a long horizon of price and regulatory stability to
confidently justify their investments. In recent times, the development environment has not
been favourable — we have had continuously changing regulatory landscape, a looming goal
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3.24

3.25

3.2.6

3.2.7

4. We are
key are

of net zero emissions softening confidence in developing gas generation assets, and lack of a
long-term plan for electricity firming in New Zealand.

The Government must steady the regulatory environment, by building cross-party consensus
on significant regulation, and by softening its approach to reverse decisions of the previous
government. It must also quickly develop a credible plan for firming electricity supply, in
partnership with the electricity sector and its users. The cost of new electrical connections
and capacity upgrades are currently prohibitive and discourages decarbonisation via
electrification.

We note the need to also manage demand and distributed energy resources, and improve
demand flexibility alongside investment in the grid and energy generation opportunities.

On gas, we support the ERP’s position to provide a secure supply of natural gas, and to
decarbonise the supply in future. As the supply of natural gas inevitably becomes less due to
the transition to lower-carbon energy sources and the diminishing capacity of existing gas
fields, it is crucial that supply priority is given to hard-to-abate industrial users. This will allow
industry to use gas a transition fuel whilst finding alternative fuel sources and will avoid
industry reverting back to burning higher emitting fossil fuels such as diesel.

With regard to hydrogen, we support the introduction of a government-industry partnership
group to address the barriers to hydrogen adoption. We believe the Government needs to
play a more pro-active role in establishing regulations for the safe production, storage, and
distribution of hydrogen.

concerned in that ERP2 lacks ambition in
as

4.1 Relying on offshore credits present a serious risk

4.11 The discussion document for ERP2 made clear the risks of not meeting our Nationally Determined

Cont

ributions commitments under the Paris Agreement and outlined the potential challenges and

costs with sourcing offshore credits. This presents a serious fiscal and credibility risk for New

Zealand. We urge the government to instead increase the pace of investing in the transition, to

avoid having to source expensive and uncertain offshore credits.

4.1.2 We also note the opportunity for investments drive broader social and economic outcomes locally

rather than paying the premium for offshore credits with less ancillary benefits for New Zealand.

4.1.3 The Climate Change Commission makes the risks clear through its Emissions Reduction monitoring

repo
third

rt released in July 2024. It notes that there are significant risks to meeting the second and
emissions budget, and that any shortfall in meeting emissions budgets increases the need for

offshore mitigation to meet the nationally determined contribution.
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4.2 There are more opportunities to reduce emissions

42.1 We think there is significant room to increase ambition in reducing emissions across a
few key areas, including transport — which makes up more than 17% of our current

emissions profile.

4.2.2 The Government has committed to 10,000 EV chargers across the country by 2030. We
support this target and acknowledge it as one of the important pieces in transitioning

the light vehicle fleet to battery electric.

4.2.3 However, we encourage the government to play an enabling role in developing those
EV chargers, and to let the market decide the best places to develop. EV chargers will
likely appear where there is a coincidence between demand for chargers, and surplus
capacity in the local electricity network. Installing at-home chargers should be

encouraged and even incentivised where possible.

4.2.4 The Government can help facilitate discussions between charging developers and lines
companies, and promote a nationally-consistent approach to connection pricing across
all of the lines companies. The government could also assist with supporting access to
suitable sites, especially where there is a surplus Crown holding, for example with a

road designation.

4.2.5 Alongside the Government’s commitment to supporting the installation of EV chargers,
demand side incentives would help support maximal electrification. We think that the
material changes to our vehicle fleet will be sub-optimal without demand-side
incentives. We suggest that the government considers its positions on incentives to
purchase electric vehicles. Encouraging adoption of EVs, if electrification is properly
supported, presents good value for money compared to the looming expense of having

to buy offshore credits to offset our emissions.
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Heavy vehicles: We support the Government’s $30m heavy-fleet decarbonisation fund
and the willingness to review road-mass rules to promote the uptake of battery-electric
and hydrogen trucks. Charging will be crucial to ensure the success of battery electric
trucks, and the Government needs to take a more active role to provide facilities such
as public charging hubs, especially considering the daily distance and hence energy
demand of most freight trucks in New Zealand. We suggest that the potential to
incorporate heavy vehicle charging into the charging network required for the

electrification of public transport buses is explored further.

43 Increase ambition in public transport in our urban areas

4.3.1 Effective and resilient public transport often comes with investment in hard
infrastructure that requires significant planning and build times. It is important
therefore that we move swiftly and confidently and build public support along the way
as much as possible, to avoid the costs of pausing and stopping projects for the sector
and wider economy. We urge the government to set out a clear, ambitious programme
of public transport development across our major centres, including mass rapid transit
in Auckland and Wellington. A bi-partisan commitment to a core group of costed MRT
projects would reduce the cost and uncertainty associated with changes to government

positions on major projects of this type over time.

5. There are some risky assumptions in the emissions
budget

5.1 Carbon capture, use and storage

5.1.1 We commend the Government in starting a programme to facilitate CCUS
technologies in New Zealand and agree that those technologies may have a role to
play during the transition. We also commend the good work in the electricity
sector in exploring how to reinject carbon dioxide emitted from geothermal

electricity generation.
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5.1.2

5.13

514

5.1.5

5.1.6

5.1.7

5.1.8

5.1.9

We are concerned, however, that the emissions budget within this ERP, banks a
significant amount of emissions reduction from CCUS, when there remains
significant and fundamental uncertainty on its financial feasibility and
effectiveness. This creates risks by threatening the credibility of the outcomes

sought in the ERP.

For CCUS to be profitable in New Zealand at scale, three key things must be present:
technology mature enough to technically support development; a carbon price high enough
to justify developing in expensive capital; and an underground cavern to keep the carbon
contained. Collectively these three variables present a significant degree of uncertainty on the
likely future of this technology being used at scale in New Zealand.

CCUS technology is developing but remains immature at scale, and it is unclear when the
technology will reach sufficient maturity that it can start to be used at scale. Furthermore,
when it has reached a sufficient degree of maturity, it is likely that many other industrialised
nations around the world will be competing for the scarce supply of skills and capital to
develop it New Zealand as a small, isolated market is unlikely to be able to compete.

CCUS developments will be long-term investments. They will require significant upfront
capital investment, and earn revenue over a long period of time from avoided emissions. For
this sort of investment to be profitable, investors will require confidence that there will be a
high and stable carbon price over a long period of time. This is likely to conflict with the
Government’s objectives to reduce pressure on the cost of living.

Finally, there are geological risks in developing CCUS — developers need to find and have
access to underground caverns that will retain the injected carbon. As we understand it, there
remains some significant uncertainty on the availability and nature of those caverns, and the
effectiveness of their retention of carbon.

Further, if it is to be successful in New Zealand it will be contingent on private investment
decisions based on commercial conditions that remain uncertain, including the wider
commercial opportunities for each business and the cost of carbon and alternative
technologies to reduce emissions. There are concerns that the assumed timeline in the ERP2
is tight and could be optimistic.

New Zealand is comparatively disadvantaged comparative to other countries including
Canada, the UK, the US and Australia among others, who have developed stronger incentives
for investors. Canada, for example, has a CCUS refundable investment tax credit programme
to attract investment. While our turn may come, we are not at the top of the list for those
with capital looking to support development of international CCUS technologies.

To be clear, we support the policy direction in enabling CCUS in New Zealand. We are just
concerned about banking its outcomes too early.
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6. The reliance on forestry creates risk for
communities and infrastructure assets

6.1 Focusing on net emissions

6.1.1

The Government’s decision to focus on net emissions rather than gross emissions
reaffirms the role that forestry has in sequestering carbon in New Zealand into the
future. This presents challenges for our long-term emissions reduction targets by
lowering the ambition for gross emissions reduction. There is also finite land that
can be converted into forestry, so our ability to sequester our gross emissions has

a limited scope.

6.2 Forestry risks to communities and infrastructure

6.2.1

6.2.2

6.2.3

6.2.4

We saw last year the damage that forestry slash can do to communities and critical
infrastructure links. We are concerned therefore about increasing the incentives to plant and
harvest exotic forest on increasingly marginal land, placing further risk to vulnerable
infrastructure and communities.

Overseas, forest fires are becoming more common in places like Canada and Australia, and
are having significant negative effects on human health domestically and internationally.
Those fires also release the sequestered carbon that we’ve banked in the burned forests,
creating a further negative impact on our carbon balance.

We cannot falsely separate decarbonisation and climate resilience. We are concerned
therefore about increasing reliance on exotic forests for sequestration. We know that severe
weather events are going to increase in intensity and frequency, as the effects of climate
change emerge. We also know that we have a significant infrastructure deficit, with a long
and expensive programme of work ahead of us. Exacerbating costs to repairing infrastructure
from avoidable risks such as damage from forestry detritus, does not present good value for

money.

We support the mention of other sinks entering into the ETS (wetlands, oceans, etc.), but
note a lack of detail on these in the ERP2. Further information on these points and how the
Government sees them fitting into the wider sequestration environment would be
appreciated.
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7. Nature based solutions are part of the solution

7.1 There are overseas examples we can look to

7.1.2

7.13

7.1.4

7.1.5

7.1.6

Planned renewals and upgrades programmes need to incorporate climate resilient
design and increase system capacity to deal with higher volumes of drainage water. We
also need to incorporate greener, more permeable environments with porous surfaces
in our urban areas. This may include, for instance, using designs like grass swales that

manage water runoff, filter pollutants, and increase rainwater infiltration.

We also support the intention to include more Green Building Methods into the ERP2. Lower-
carbon products such as cement-substitutes and construction methodologies need to be
promoted and subsidised when required.

INZ's recent delegation to the United Kingdom highlighted that other countries are investing in
nature based solutions including in Wales. Our visit to Cardiff highlighted that Dwr Cymru Welsh
Water (DCWW)’s approach emphasised in its nature-based solutions presentation is grounded in
the regulatory framework under which it operates, including the Well-being of Future Generations
Act and the Flood and Water Management Act, which mandates sustainable development and
drainage systems to manage surface water runoff and reduce flooding risks.

There is an opportunity to include scope in infrastructure projects procured by government to
consider the augmentation of traditional engineering solutions to assess the feasibility and
viability of nature based solution.

We would support clear direction and support of initial nature based solution projects to build
confidence across the industry to invest in non-traditional climate resilience solutions.

s. Waste

8.1 We support the ERP’s commitment to on-going investment in organic construction waste

diversion, through the Waste Minimisation Fund and ongoing waste levies. We encourage

stronger enforcement of regulation to ensure all waste fill-site providers comply with levies,

and that the market ultimately works as intended.
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9. The role of government
9.1 Create stable price signals in the Emissions Trading Scheme

9.1.1 The Emissions Trading Scheme is one of the most effective tools to help us
efficiently reduce our economy-wide carbon emissions. Higher carbon prices
increase the incentives to make capital investments in decarbonisation, but in
turn, can risk putting pressure on household finances, especially for lower-

socioeconomic households. The ERP acknowledges this tension.

9.1.2 For effective emissions reduction through the ETS, we need the carbon price to
consistently and predictably increase. To manage the socioeconomic risks that this
imposes, we recommend that the government explores other social policies, to
ensure households are supported through the transition. We support the
Government’s recent announcement that it would reduce the number of NZUs

available between 2025 — 2029.

9.1.3 The Government also has a pivotal role to play in the ETS market, in setting price
signals and allocations. We urge the government to exercise restraint and
encourage stability in the market. That means only deviating approaches to price

and allocation settings where there is a compelling reason to do so.

10.Conclusion

10.1Infrastructure New Zealand is strongly supportive of the Government’s continued commitment to New
Zealand’s net-zero targets.

10.2 We support the Second Emissions Reduction Plan but are concerned that in parts, it relies on a range of
critical assumptions, and relies heavily on sequestration from forestry which creates risks for existing
infrastructure and communities.

10.3INZ thanks the Ministry for the Environment for this opportunity to submit.

Yours sincerely,

Martina Moroney
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