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Dominion Rd: An artist’s impression of light rail from the central city to Auckland International airport.

The newGovernment’s infrastructure plans have a place for private capital, writes Fran O’Sullivan

T he Labour-led Government
is expected to play a hands-
on role as it enables private
capital to deliver the mass-

ive house-building and urban de-
velopment needed to accommodate
Auckland’s growth.

Though thenewGovernmentdoes
not support public private
partnerships (PPPs)where they result
in introducing a “profit dynamic” into
building social infrastructure like
schools, hospitals and prisons, it is
open to using them elsewhere if they
can deliver value for money and
quality outcomes.

The scope of the new Govern-
ment’s infrastructure programme
was unveiled this week following an
agreement by Labour and New Zea-
land First to form a coalition Govern-
ment with support from the Green
Party.

The breadth of the new pro-
gramme will be debated at Infra-
structure New Zealand’s Building
Nations summit which gets under
way in Wellington today.

The Government has signalled the
KiwiBuild programme — which will
result in 100,000 high-quality,
affordable homes and additional
state houses — will be designed and
built by private sector firms. Other
opportunities for private sector in-
volvement are expected to come
from the 10-15 large-scale urban de-
velopment projects expected to run
simultaneously in Auckland. These
will be co-ordinated by urban de-
velopment agencies based on the
Hobsonville Land Company model,
with all the design, construction and
development carried out by the pri-
vate sector.

Investing in modern transport

infrastructure like the City Rail Link,
and the announced light rail network,
will create development opportun-
ities for private capital to build and
market places for people to live, work
and play around the new network.

At a philosophical level, the
Labour-led Government has said it
recognises “fit for purpose” infra-
structure is critical to the economic

success of the country. Investment in
social and economic infrastructure
will be at the front and centre of its
programme, underpinned by three
core values: economic efficiency, re-
silience, and sustainability (with an
emphasis on reducing carbon
emissions).

The new Government is under-
stood to be strongly of the view that

reforming the financing of infra-
structure to support urban growth is
vital to allowing New Zealand cities
to grow, and making housing
affordable.

It believes the current system is
broken: central Government has
resisted being the funder, high-
growth councils are up against their
debt limits, and developers struggle

to access capital. In the new Govern-
ment’s view, the lack of ready finance
for new infrastructure is a major
brake ondevelopment, chokes off the
supply of new land for urban expan-
sion and drives up land prices.

During the election campaign,
Labour took issue with the former
National Government’s $1 billion
Housing Investment Fund, labelling it
a lame duck — simply a line of credit
for councils who were largely unable
to borrow more.

But it welcomed the subsequent
move for Crown Infrastructure Part-
ners to set up special purpose com-
panies to build and own new trunk
infrastructure for housing develop-
ments, in return for dedicated long-
term revenue streams from councils
through targeted rates and volu-
metric charging for use of the infra-
structure by new residents, as a step
in the right direction.

The Labour-led Government
believes what is needed is a pipeline
of debt finance — for instance by the
Government issuing long-term bonds
— that theGovernment thenpackages
up for new developments, with the
debt serviced by a targeted rate on
properties in a new development.

It also plans to free up the planning
rules, get better alignment between
the Resource Management Act, the
LandTransportManagement, and the
Local Government Act, and more
robust spatial planning for growth by
central and local government.

A proposal for an independent
Infrastructure Commission — which
would be a centre of excellence for
procurement, along the lines of re-
cent moves in Canada, the UK and
Australia — will also be looked at
seriously by the new Government.

Labour’s infrastructure rollout
Infrastructure NZ’s priorities
Infrastructure New Zealand chairman Patrick Brockie says there is ample
room for the private sector —which sings from the same hymn sheet as
Government when it comes to the critical need to address NZ’s infrastructure
deficit — to sharemore of the heavy lifting with infrastructure investment,
yet remain aminority partner. — D3

Infrastructure NZ’s
Top Ten
● NZ Infrastructure Commission
● Resilience review of strategic
networks
● Procurement Centre of
Excellence
● Industry training investment
● Satellite “innovation” city
● Urban Development Authorities
● Asset recycling
● Road and water pricing
● Corporatise water delivery
● ReformNZ’s planning laws

— D5

Fran O’Sullivan

A$15billion 10-yearprogramme to
build amodern rapid transit network
that includes light rail to theairport
andout toWestAuckland is the
centre-pieceof new initiatives to
overcomeAuckland’s transport
deficit.

The rapid transit systemwill sit
alongside the roadandmotorway
network, givingpeople a congestion-
freealternative toAuckland’s
motorways.

TheGovernmentwill also legislate
for a regional fuel tax, if, as expected,
AucklandCouncil requests it, andwill
workwith the council to allow the
useof targeted rates to capturevalue
uplift around thenewrapid transit
network. This is similar to the funding
methodusedbyCrossrail in London
andwith thenew light rail lineon
theGoldCoast. Thenewrapid transit
infrastructurewill alsobe funded
through theNational LandTransport
Fund just as is donewithnewstate
highways.

At national level therewill bea
significantmulti-year funding
commitment to rail including

investment in lineupgrades, new
technology, andnew rolling stock to
reduce freight journey timesand
allow rail to competemoreefficiently
withother transportmodes.

Labour forecasts thiswill get
trucksoff the road, reducecarbon
emissionsandallow rail toplay to
its strengthswithin themulti-mode
freight system.

Amongother initiatives:
● Astudyon the futureof the

upperNorth Islandportsdesigned to
reachadecision andgive certainty
soplanning for future investment
cangetunderway.

● ANewZealandportsplanand
acommitment togreateruseof
coastal shippingwithin anoverall
Freight Strategy.



D2 nzherald.co.nz | The New Zealand Herald | Thursday, October 26, 2017

Infrastructure

Infrastructure 2017

Executive Editor:FranO'Sullivan
Writers:Bill Bennett, Tim
McCready, JamesPenn.
Subeditor: IsobelMarriner
Graphics: IsobelMarriner
Advertising:Neil Cording,Megan
Stevens, BenTrethewey,
nzherald.co.nz

Inside

Infrastructure upsurge
brings opportunities D6

Green finance too good to
ignore D8

Winning the resilience
game D12

Asset recycling and the
Aussie experience D14

Driving lessons from
Singapore D16

Wellington’s post-
earthquake revival D10

Independent oversight of
infrastructure needed

Evidence that our infrastructure planning,
funding and delivery system is failing is all

around us — from congestion and
unaffordable homes in Auckland, to

contaminated drinking water and polluted rivers in
the provinces. Our schools are leaky, our hospitals

are aged and local councils are struggling tomaintain
their networks. The resilience of our energy and

transport networks is being increasingly challenged
by natural and human hazards.

ADDING VALUE
ANew Zealand Infrastructure
Commission and specialist
procurement unit would
consolidate expertise and budgets
from Treasury, MBIE, and other
bodies. Existing resources would
go further because the structures
and independence in place would
add weight to work already under
way.

FIVE FACTORS
Five critical success factors to an
effective infrastructure system:
● Clear vision backed by strong
leadership;
● Long-term thinking and plans
focused on outcomes not process;
● The ability to fund those plans;
● Effective laws and regulation;
● The capability to procure and
capacity to deliver capital assets
effectively andmaintain them over
the long term.

Infrastructure underpins our way of life. Given this critical function, it’s unusual we don’t
have strong national leadership or oversight of our infrastructure system. Addressing this
gapmust be a priority for the incoming Government writes Stephen Selwood.

D espite a significant increase
in investment in recent
years, and even more
planned for the future, evi-

dence that our infrastructure plan-
ning, funding and delivery system is
failing is all around us — from con-
gestion and unaffordable homes in
Auckland, to contaminated drinking
water and polluted rivers in the pro-
vinces. Our schools are leaky, our
hospitals are aged and local councils
are struggling to maintain their net-
works. The resilience of our energy
and transport networks is being
increasingly challenged by natural
and human hazards.

It’s obvious thatweneed to change
how we plan, fund and deliver resili-
ent infrastructure in New Zealand.

InfrastructureNewZealand’s inter-
national research has identified five
critical success factors to an effective
infrastructure system — clear vision
backed by strong leadership, long-
term thinking and plans focused on
outcomes, not process; the ability to
fund those plans; effective laws and
regulation; and the capability to pro-
cure and capacity to deliver capital
assets effectively and maintain them
over the long term.

New Zealand is weak on all these
fronts. Our National Infrastructure
Advisory Board does good work, but
has no authority and little clout. We
have few national plans and 78 re-
gional and district plans, but they are
poorly aligned and agencies either
lack funding, capacity or capability to
implement them. Our planning laws
are complex, disjointed and focused
on process rather than outcomes. We
typically procure low-cost rather
than value and without strong col-
laboration with the industry we are
facing serious capacity constraints in
the near term.

Most significantly, we lack effec-
tive leadership and governance
across the infrastructure sector. Un-
like other countries we compare our-
selves with, there is no one body
overseeing infrastructure at the
national level. Instead, responsibility
is devolved to governmentministries,
crown entities and agencies, local
government and the private sector.
No-one has oversight as to whether
the system — our institutions, laws
and practice — is delivering for New
Zealand.

Compare that with the UK. It has
aNational InfrastructureCommission
which provides independent, strate-
gic thinking, analysis and advice on
the UK’s long-term infrastructure
needs. It also has an Infrastructure
and Projects Authority which works
with government and industry to

deliver infrastructure and major pro-
jects efficiently and effectively.

In Sweden and Denmark, inde-
pendent commissions create the poli-
tical space for consensus to be
achieved on complex issues, ultima-
tely enabling cross-party support for
long term development strategies.

Australia has infrastructure bodies
at the federal and state government
level. So does Canada.

We need a comparable body in
New Zealand — a New Zealand Infra-
structure Commission. It would re-
port independently to Parliament on
whether the infrastructure system
(comprising all the government min-
istries and agencies, local govern-
ment and private sector organisa-
tions, as well as the legal, regulatory
and funding framework in which
they operate) is delivering for New
Zealand.

If not, why not, and what needs to
be done to improve the system?

The commission needs to be inde-
pendent but also close to political
decision-making. It would report to
Parliament but maintain a “no
surprises” relationshipwithministers.

Like Infrastructure Australia, Infra-
structure New SouthWales and Infra-
structure Victoria, it would be em-
powered by statute. It would have
clear objectives that have wide-

spread support. Since it will address
issues that will span governments, it
should serve Parliament rather than
the incumbent Government.

It must have requisite authority
borne of its recognised expertise so
that it can influence and lead change.

Independence is central to this.
Appointments would comprise the
very best capability sourced from
across the public and private sectors
— and pay accordingly. It should seek
to build durable cross-party support
on solutions to long term challenges.
It would need to operate in an open
and collaborative way, building con-
sensus through inclusiveness.

It would balance the need for
strategic certainty with the need for
flexibility. It would reduce systemic
risk through regular review of the
system and continuously reviewing
alignment between project priori-
tisation and long-term strategy and
outcomes.

The Commission would include a
market-facing dedicated procure-
ment and delivery unit that would
approve strategic business cases and
support or lead major projects. This
would enable internal project deliv-
ery expertise to be transferred, real
time, on a project-by-project basis.

The extent of the unit’s involvement
either as lead agency, a support role
or just strategic oversight would de-
pend on the procuring agency’s track
record and internal capability.

The unit would collate and pro-
mote New Zealand’s national and
regional infrastructure pipelines. Pro-
curement supportwould beprovided
to Local Government either as
requested, or if required byministers,
as a condition of any central govern-
ment funding support.

The unit would develop, promul-
gate and implement capital, asset
management and procurement
guidelines across public agencies and
report on procurement capacity,
capability and performance across
the system.

Its mission would be to achieve
“value add” of at least 5 per cent per
annum. On a capital programme of
$100 billion plus over a decade, that’s
a return of $5 billion — the equivalent
of a newAucklandharbour tunnel for
nothing.

But the real gainwouldbeensuring
New Zealand’s infrastructure deliv-
ery system is fit for purpose and
providing the physical platform for
the national development New Zea-
land desperately needs. We already
have the skills and resources we
need. A New Zealand Infrastructure
Commission and specialist procure-
ment unit would consolidate exper-
tise andbudgets fromTreasury,MBIE,
and other bodies.

Existing resources would go fur-
ther because the structures and inde-
pendence in place would add weight
to work already under way.

The priority of a New Zealand
Infrastructure Commission would
always be to do more with what
we’ve got, rather than to add to what
is not working.
● StephenSelwood is chief executive
of InfrastructureNewZealand.

New solutions to infrastructure challenges
A group of 550 industry leaders con-
verge in Wellington today at Infra-
structure New Zealand’s Building
Nations Symposium to debate and
propose solutions to New Zealand’s
infrastructure and housing challenges.

Global experts from the United
Kingdom, Singapore, the US, Canada,
Australia and New Zealand will dis-
cuss solutions to housing affordability,
enabling development at scale, im-
proving water quality, managing con-
gestion, improving planning laws and
decision-making and bridging the
infrastructure funding gap.

Resilience is top of the list for
discussion. Do we have sufficient
strategic leadership in place? Former

Director of the UN Office for Disaster
Risk Reduction and returned New
Zealander Elizabeth Longworth will
share international best practice and
join industry leaders to assess current
initiatives under way.

Ken Hutchison, Managing Director
for Scottish Water International, will
set out the benefits of having one
publicly owned national water com-
pany providing water services across
all of Scotland. Andrew Chesworth,
Director with the UK water regulator
Ofwat, will compare the benefits of
private sector water service delivery
in England and Wales. Leaders will
debate whether 67 local government
water service providers are the best

option for New Zealand, or whether
there is benefit in a more corporatised
approach to water service delivery.

In 2020 Singapore will implement
full satellite roadpricing, charging road
users directly by location and time of
day, depending on the level of conges-
tion. Dr Kian-Keong Chin from the
Land Transport Authority will explain
what they hope to achieve. Is this an
option for New Zealand? Should we
have variable motorway charges or
stick with petrol taxes and put up with
congestion?

Stephen Beatty, Head of Global
Infrastructure and Cities at KPMG will
explore alternativemodels for funding
infrastructure, including value capture

and private financing.
Former Premier for New South

Wales, Mike Baird, who nowworks for
the National Australia Bank, will set
out how his Government successfully
pioneered “asset recycling”, selling
some public assets and reinvesting the
proceeds in new infrastructure.

“Building Nations is the major infra-
structure conference of the year,” says
Infrastructure New Zealand’s chief
executive, Stephen Selwood. “We are
delighted to have such a significant
line-up of international speakers here
to share their experience.”
Details available at https:/
/www.infrastructure.org.nz/
Building-Nations
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Singing from the same hymn sheet

There is ample room for the private sector to
sharemore of the heavy lifting with

infrastructure investment, and yet remain a
minority partner.

It’s important the country’s
larger infrastructure projects
continue tomove forward,
says Patrick Brockie

W e have a new Govern-
ment but it’s pretty clear
all parties are singing
from the same hymn

sheet when we discuss New Zealand’s
critical infrastructure needs. A sig-
nificant period of underinvestment in
infrastructure, coupledwith a strongly
growing economy and increased im-
migration and tourism have put our
infrastructure under enormous strain.

All political parties get this andhave
plans to try to address it. The capital
intentions plan is for $100 billion of
capital expenditure over the next 10
years to 2025, of which 40 per cent
is to be funded by central government,
51 per cent local government and only
$9.2b funded by the private sector.

The actual private sector number
is materially lower than this as it
includes projects undertaken by
Transpower and KiwiRail. There is
ample room for the private sector to
share more of the heavy lifting with
infrastructure investment, yet remain
a minority partner.

The previous Government had
budgeted $32b of infrastructure capex
for thenext four years. It is a good start.
Central government has also accepted
(begrudgingly perhaps) that local gov-
ernment funding constraints mean it
needs to be proactively addressing
how to deal with housing and horizon-
tal infrastructure (water and roading)
requirements in Auckland.

The $1b Housing Infrastructure
Fund (HIF) was welcomed by the
councils of Auckland, Hamilton, Wai-
kato, Tauranga and Queenstown. The
loans are interest free (helping cash-
flow commitments) but remain on
council balance sheets and hence are
considered increased indebtedness,
constraining future investments they
can make.

The announcement of Crown Infra-
structure Partners (CIP) is potentially
a more effective structure to get this
critical housing and infrastructure
moving. Crown Fibre has evolved into
CIP and will build on the strong im-
plementation track-record Crown
Fibre established and the relationships
it has built with councils across the
country. CIP will be looking at ways
to capture some of the value uplift
from establishing and paying for criti-
cal infrastructure (three waters and
transport) in new housing areas — and
rightly so.

Value capturewas seen as amissed
opportunity with the City Rail Link.
CIP’s role will be to establish a com-
mercial model that can bring in part-
ners to share in the risk, reward and
funding for such development. I sus-
pect that, as with the Crown Fibre
model, CIP may need to go solo in-
itially inorder to get thingsmovingand
establish a model that works for pri-
vate sector investors.

So has progress been made? Yes
and no. These developments are posi-
tive but will take time, and in the

interim it’s important some of the
country’s larger infrastructureprojects
continue to move forward.

The obvious bottlenecks are in
speed tomarket, labour supplyand the
overall building product supply chain.
These are serious issues.

The Australian construction mar-
ket continues to experience high
levels of activity in New South Wales
and Victoria. Construction companies
in New Zealand are having to go
further afield to find qualified con-
struction managers and other staff.
Hopefully the Government’s immi-
gration policy, when outlined, will not
limit our ability to find experienced
staff in this critical sector.

The Public Private Partnership
(PPP) market is maturing and it is now
five years since our first PPPs began.
Eight PPPs (including Tauranga Social
Housing) have been awarded through
a disciplined bid process. Both Wiri
Prison and Hobsonville School PPPs
have been in operation for more than
two years, with two other PPPs mov-
ing to operations early next year.

We are building good experience

with this form of project delivery and
it may be timely for a report on
progress and the learnings to date.

The Australian Government re-
viewed itsNational Public Private Part-
nership policy framework in 2015 (vs
2008). PPPs have played a key role in
delivering critical infrastructure and
involving the private sector beyond
just design and construct. There re-
mains strong interest both from facility
operators and equity investors in new
PPP opportunities.

The market is unsure what PPPs
will come up for bid in 2018, hence
it is important the National Infra-
structure Unit and our new Govern-
ment can provide the visibility of a
forward-looking pipeline, particularly
if we are to attract interest from inter-
national parties.

With serious constraints in the con-
struction sector, it would be good to
see increased partnerships between
local and international contractors to
deliver best practice and innovation
but also to share risk. The Fletchers/
Acciona partnership in the Puhoi-to-
Warkworth roading PPP is a recent
example of local and global coming
together to provide better outcomes
for New Zealand.

There has been intense debate
about the new Dunedin hospital, and
whether a PPP approach was appro-
priate with references to poor out-
comes in hospital PPPs in the UK.

Labour issued a clear statement
pre-election that a PPPapproach to the
hospital was not being considered.
Infrastructure New Zealand is consid-
ered pro-private sector and PPPs, but
in fact we are supporters of “best
practice” and better infrastructure out-
comes forNewZealandnomatter how
they are achieved. Hospital PPPs glob-
ally have mixed reviews but so does

public sectormanagement of hospitals
(no winners there). We already have
considerable private health services in
New Zealand, just not in our hospitals.

We would imagine the first hospital
PPP in New Zealand would be limited
to the provision of non-clinical
services (hard and soft FM) i.e. heating,
lighting, air conditioning, catering,
cleaning,wastemanagement, security,
laundry and general buildingmainten-
ance, a relatively small percentage of
a hospital budget (versus cost of medi-
cal staff and drugs).

The removal of responsibility for
facilitiesmanagement can allowmedi-
cal professionals to focus on their core
role of providing the best healthcare
services possible.

Hospitals will remain largely gov-
ernment funded and managed but
would New Zealanders not benefit
from the involvement of experienced
private sector companies operating
certain services? Through a procure-
ment process we could see what ex-
perienced international companies,
potentially teaming up with New
Zealand-based companies, could de-
liver. They will undoubtedly seek to
bring new ideas and innovation in the
management of a hospital and should
not be seen as a threat.

As the Corrections Department
have done with the Wiri Prison PPP,
relevant learnings and experience
from PPPs can be applied across the
entire sector to benefit New Zealand.

The public andprivate sectors have
much to gain from learning from each
other through increased collaboration
and partnerships. The objective is
simply to consider alternative ways of
procurement and in the process rais-
ing standards for all New Zealanders.
● PatrickBrockie is the chairmanof
InfrastructureNewZealand

D3
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Two birds with one stone
Aucklandmayor Phil Goff tells Tim McCreadywe need a combined solution to the city’s major problems

You can’t solve the
transport problem and
the housing problem in
isolation. Youmust do it

through projects that
meet the needs of both.

Auckland
mayor Phil Goff
presents
Manjula Singh
with a Hop card
to mark the 20
millionth
passenger on
the Auckland
rail network at
Britomart Train
Station.

Picture /
Bernard Orsman

M ayor of Auckland Phil
Goff says the incoming
Labour-NZ First coalition
Government offers a

number of advantages for Auckland.
“First, it gives us access to a re-

gional fuel tax which enables us to
meet the cost of the new investment
that we need to make in transport,”
says Goff.

“Second, it has a strong commit-
ment to light rail across the Auckland
isthmus, to the airport, and ultimately
beyond that.

“As I go around the city, probably
the number one priority that most
people express to me in terms of
major new infrastructure is that we
can’t be the gateway city to New
Zealand for visitors andhave gridlock
getting from the airport to hotels in
the CBD — that’s critical.

“Thirdly, meeting the housing
crisis in Auckland. Clearly, the com-
mitment to 10,000 affordable houses
a year would make a huge difference
to the crisis Auckland is undergoing.

“One of the things I have studied
in London — and Transport for
London have strongly advocated this
— when you’re building intensive
housing, you need to build it around
transport arterial routes and trans-
port hubs.

“When you create something like
a light rail system, you can intensify
the housing development along that
system.

“Therewill be value uplift from the
construction of that infrastructure,
butmost importantly houses are built
so people can get from where they
live to where they work quickly and
efficiently.

“Youcan’t solve the transport prob-
lem and the housing problem in
isolation. You must do it through
projects that meet the needs of both.

“I had a very good working re-
lationship with Bill English.

“I want to pay tribute to him for
being a Prime Minister who was easy
to work with, professional, and
evidence-driven.

“We worked together to tackle the
problems that Auckland was facing.
He can be proud of his contribution
to New Zealand.”
On road pricing
Goff says the Singapore system will
be the most advanced congestion
charging system there is. But it has
been very complex and expensive to
implement.

“My view has always been — par-
ticularly when you’re using high-tech
applications — is you should buy off
the shelf and not necessarily lead
them, because there will be a lot of
challenges that need to be met and
problems to be ironed out before you

can get them to work effectively.
“We’ve got some distance to go to

persuade the public that congestion
charging is the right way to approach
theproblemsof funding and reducing
congestion.

“I have no doubt that demand
management will have big advan-
tages in terms of how you can influ-
ence commuter behaviour.

“I’ve been in discussions with
Transport for London, who say the
congestion charging in London has
worked beyond all expectations. It
raises about £150m (NZ$285m) per
year, but more importantly than that
it has stabilised the number of
vehicles coming into the city and
reduced congestion.

“Having demand management as
a form of road pricing is what we

should be ultimately aiming for.
“We’ve got quite a lot of work to

put into that, not only in terms of
socialising the idea with the public,
but also in terms of what system
might workmost effectively and how
it couldbe introduced in aneconomic
way. We’ll be a follower on that and
not a leader.

“We will get a report later this year
from the study commissioned by the
outgoing Government with the coun-
cil, but I think we need to take steps
in the interim for revenue to fund the
transport infrastructure that a city
growing like Auckland needs.

Goff’s preference is to have an
interim road pricing system based on
a fuel tax. “If the Government is
prepared to enable that, we will take
responsibility to put it in place. We’re
faced with a $5.9b deficit in meeting
the cost of the Auckland Transport
Alignment Project.

“The outgoing Government said it
would meet the most significant
share of that, but Auckland would
also have to pay a share. We need
a source of revenue to do that.

“A road pricing system is far better
than a general rating system.

“It needs to be hypothecated— that
is, the money needs to be set aside
solely for the purpose of improving
our transport infrastructure, and the
decision on the expenditure of the
money raised needs to be made
jointly between council and central
Government.

“For the immediate future, having
a fuel tax makes a lot of sense.

“Whilewe areworking through the
process of what might be the most
effective form of demand manage-
ment or congestion charging, the re-
gional fuel tax would enable us to get
on and implement some of the infra-
structure that we need for Auckland
to avoid worsening congestion and
gridlock closing the city down.”

Priorities unchanged

Theremay be a shift
away from roading

projects and towards
public transport.

Paul Goodwin, ANZ
OurnewGovernmentdoesnot
changeNewZealand’s
infrastructurepriorities.

Responding toNewZealand’s
growingpopulation, particularly in
Auckland,will require significant
housing supply. Auckland’s
population is growingat 3per cent
eachyear andStatisticsNZprojects
itwill growbya further900,000
peopleby2043. Ifweassumeeach
household remains at threepeople,
this translates to roughly 12,000
houses thatwill need tobebuilt per
year. That is before today’s “gap”
which is estimated tobearound
25,000.

Funding this supply is clearlyone
challenge; however another is
ensuringwehaveenough labour in
theconstruction sector.Migration
settingswill be important for this
issueand sowill training.Wearenot
developingenoughapprentice-
ships. Itwas reported thismonth
that just one inevery 10construc-
tion companies arehiring
apprenticesdue toperceived risk
and industry changes. Shortening
theapprenticeshipperiod is one
proposal: however thebuilding
industrydoesneed to lookat this
asdemand is likely to remain strong.

Withagrowingpopulation
comespressureonother vital
infrastructure, including transport.
Theremaybea shift away from
roadingprojects and towardspublic
transport. This is particularly

challengingasweneed tobuild a
transport systemthatworks forus
todayand into the future. That’s
consideringnew technologies and
waysofmoving, likedriverless cars.

There’s also thequestionof
regional development, including
NewZealandFirst’s goal of
relocatingAuckland’s port to
Whangarei. Balancing this and the
needsofour regionswith the
massive infrastructure issues in
Auckland isgoing toput real
pressureon fundingandcapacity.

Clarity is key as is prioritisation.
Butwecan’t afford towait!

Finding a balance

Havewe got the right
projects on the list to
move forward in the
fastest possible way?

Craig Davidson, Aecom
There is abig learningcurve. But the
thingwith the infrastructure industry,
bothhorizontal andvertical, is that
it candealwith anythingbut
uncertainty.

Therehasbeenamassiveunder-
investment in infrastructure for a
long time. And there’s a limited
amountofmoney, particularly for
councils todealwith it. So, the
challenge is the role for central
Government in thedeliveryofwhat
hashistorically been local
government infrastructure.

As a countryweneed to lookat
howweprioritiseourprojects,
because they shouldbe largely
apolitical. Yet therewas adifferent
philosophical thrust around those
infrastructureprojects (fromNational
andLabour).

NewZealand Incneeds tomake
sureweareprioritising the right
projects.Havewegot the right
projectson the list tomove forward
in the fastest possibleway?

Thereare competingpriorities for
funding, and taking light rail all the
way to theAucklandairportwill take
funding fromotherprojects. This is
a real challengeas therearea lot of
timepressureswith theAmerica’s
CupandApec (in 2021).Weneed to
make surewearemaking thebest
long termdecisions rather than
focusingonadeadline.

WithPPPs, theprivate sector
involvementdebate shouldbe less
about funding rather than risk

transfer andhowrisk ismanaged.
There is a real place for usingPPPs
whether theybe for schools orhealth
care.

It is important tobalance the
drivers for immigrationanda
buildingmarketwhich is drivenby
sentiment.

Decisionsmade inoneareacan
haveaprofoundeffect in another. It
is not so longago, between2008and
2010, that thebuilding industrywas
in thedoldrums.

The risk is if thingsgoquiet, those
skilled labouringpeople canmove
veryquickly.

What the
CEOs say:
Infrastructure issuesdominated
the list of domestic factors
affectingbusiness confidence in
theHerald’sMoodof the
BoardroomCEOsElection
Survey.
Theconcernswere ratedona
scaleof 1-10,where 1 = noconcern
and 10=extremely concerned.
Congestion inAuckland:7.40/10
Adequacyof transport
infrastructure:7.36/10
Growthpressures inAuckland:
7.13/10
Housingunaffordability:7.09/10
Skills and labour shortages:
6.81/10
Regulation:6.72/10
Labourproductivity:6.29 /10
Adequacyofwater infrastructure
5.35/10
BNZCEOAnthonyHealy said
housingaffordabilitywas the top
issue facing thenation.Healyhad
awidevarietyof policy
prescriptions: “Increase supply,
RMAreform,more thoughtful
immigrationpolicy, overhaul
local government fundingmodel,
incentivise regionalmigration
anddevelopment, and increase
infrastructure investment.”
93%agreedmore shouldbe
done toensureNewZealandhas
cleanwater in the future ;
36% said theRMAwasbroken
andshouldbe replaced;
60% saidmore shouldbe spent
on infrastructure
64%want infrastructure
providedbypublic-private
partnerships.
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Infrastructure

Tempting though it is to list all the projects
that must be built, fixing the infrastructure
system should be the real priority for the
newGovernment. Here is Infrastructure
New Zealand’s view of the top 10 actions
that are critical to fixing New Zealand’s
national infrastructure deficit.

Infrastructure Top 10

1Establish an
independent NZ
Infrastructure
Commission

Couldoneof thecausesof
failing infrastructure stem from
that fact noonebody is
responsible for it? Treasury, the
MinistryofBusiness, Innovation
andEmployment, theOfficeof
theAuditorGeneral andavast
arrayofdepartments, agencies
andorganisationsacross central
and local government and the
private sector lookafter partsof
it, but noonehasoversight as to
whether the system isworkingas
awhole. It isn’t.WeneedaNew
Zealand Infrastructure
Commission tomonitor, report
andact,wheredirectedby
Government, to addressour long
term infrastructureneeds.

2Direct the NZ
Infrastructure
Commission to lead a
national review of

resilience of NZ’s strategic
networks

Flooding, powerandenergy
supplydisruption, long termroad
closures, contaminatedwater
and theapparent frequencyof
“one inonehundred-year events”
areall symptoms thatour
nationally and regionally
significantnetworks, or ourback-
upplans, arenot as resilient as
they shouldbe. TheNZIC should
bechargedwithundertakinga
national reviewand leading
ongoing industryoversightof the
resilienceofour infrastructure
system.

3Instruct the NZ
Infrastructure
Commission to
establish a

Procurement Centre of
Excellence to lead best
practice in capital project
delivery.

With$116billionon thebooks
tobe spent bycentral and local
governmentoncapital projects
over thenextdecade,
procurementanddelivery
capability needs tobebest in
class. It isn’t. Unfair risk allocation,
wasteof limited resources, high
maintenanceandoperatingcosts
andpooroutcomesareall
evidence thatwecandomuch
better. Just a 5per cent
improvement in capital
investmentover tenyearswould
addanother $5b inaddedvalue.
This is the least that adedicated
procurement centreof
excellence,working in
partnershipwithpublic agencies,
shouldbe required toachieve.

4Identify and commit to
a long-term
investment pipeline
and invest in industry

training and capacity building
Though immigrationwill need

to fill yawning capacitygaps in
the short term, industry and
governmentmustprioritise
investment in training,
technologyandcapability across
theconstruction sector. Industry
is currentlygeared to respond to
short termboombust investment
cycles layingpeopleonandoff
tomatchdemand.A long-term
project pipelineandsmart
procurementpracticeswould
incentivise the industry to invest
in thepeople, skills and
technologyneeded to lift
productivity. Boosting funding in
industry trainingorganisations
and tertiary institutions is key to
thegovernmentunlockinga skills
developmentpartnershipwith
theconstruction sector.

5Enable scale
development of
housing and
infrastructure

Thecurrent plan forAuckland
is to increasedensity through
urban infill andallowconcurrent
sprawlnorth,west and south. But
theevidence shows this plan is
not keepingpacewithdemand,
cannotbe funded, is unpopular
withexisting residents andwill
makecongestionworse.
Focusing theKiwibuild
programmeto the southof
Auckland in the formof a satellite
“innovationcity” connectedby
rapid rail toManukau,
Southdown, Penrose,Newmarket
and thecitywouldmakebetter
useof limited resources.
Rezoning landandpartnering
withexisting landowners, or
buying themout if needed,would
createanopportunity to create
valueand fundsupporting
infrastructure. Scale
developmentwouldenable
economies tobeachieved
throughprefabricationand
catalyseprivate investment.
Masterplanningwouldensure
integrateddevelopment, require
innovativedesignandprovide
theopportunity tobuild a liveable
city fornot just 50,000but
500,000 into the future.

6Accelerate legislation
to enable Urban
Development
Authorities to

aggregate land and capture
value to pay for the
infrastructure.

UrbanDevelopment
Authoritiesprovide the
opportunity toaggregate land
throughpartnershiporpurchase,
whereneeded.NZSuper, ACC, iwi
andotherdomestic and
international funds are looking to
invest but theopportunities are
extremely limited.Well-
functioningUDAscouldunlock
this potential and facilitate
master-planningandurban
development at scale.

7Provide opportunities
for private investment
in infrastructure and
release capital through

asset recycling
Taxpayers shouldnothave to

fund thebulkof the investment.
Taxesarebest used toaddress
market failure, seed fund
development and incentivise the
market todeliver. Public private
partnerships andpartial or full
saleof existing assets canenable
private sector capability tobe
brought tobear and release
public capital tobe recycled into
desperatelyneededwater and
transport infrastructure.

8Introduce road pricing
and roll out water
pricing nationwide
It doesn’tmake sense to

continuously invest innew
infrastructurewhenwedon’t
optimisehowweuseexisting
infrastructure. Councilswho
charge forwaterhave
successfully reducedwater
consumptionbyup to30per
cent. Thatmeans theynotonly
conservewater, but theycan
defer investment in
infrastructureneeded to support
unnecessarydemand. Similarly,
roadpricingcoulddramatically
increaseefficiencyofour road
networks, raise funds fornew
investment and incentivisepublic
transport use andwalkingand
cycling. Thequickerweaskusers
rather than taxpayers topay, the
smarterour investmentdecisions
will be and thebetter usewewill
makeofourexisting
infrastructure.

9Corporatise water
service delivery
Theevidence shows that
councils across the

country, especially in rural areas,
are really struggling tomaintain
theirwater infrastructure
networks. TheOfficeof the
AuditorGeneral has identifieda
deficit of up to$7b in renewals
of existingplant.On top, councils
arehaving to improvewater
quality,meet risingconsumer
demands, invest in technology
anddealwith thechallengesof
climate change, all onanageing
andoften shrinking ratepayer
fundingbase. Corporatisationof
water serviceswouldenable
significant efficiencies through
economiesof scale, staff
specialisation, standardisation
and, if introducedwithvolumetric
charging, a direct linkbetween
revenueand investment.Most
importantly itwouldenable
councils to focuson theneedsof
their communities rather than
fundinggaps,water treatment
plants andpipes in theground.

10Reform NZ’s
antiquated
planning laws
and local

government structures and
funding

For a countryof just four and
ahalfmillionpeople it’s hard to
understandwhyourplanning
lawsandgovernance system is so
fragmentedandcomplex. The
ResourceManagementAct, the
LocalGovernmentAct, and the
LandTransportManagementAct
provide the legal framework for
infrastructureplanning, funding
anddeliverybutbetween them
represent 1358pagesof
conflictingprocesses and
complexity. Administering this
system is 78 regionsandcouncils,
all of themwith inadequate
resourcesand fundingneeded to
do their jobproperly. Themost
important actionof the incoming
Governmentwouldbe to
establisha commissionof inquiry
to leada first-principles, evidence
based reviewofourplanning
lawsand thepurpose, structure
and fundingof local government
inNewZealand.

Raising NZ into the 21st century
Visionwithout action is a daydream, action
without vision is a nightmare, the proverb goes —
and that neatly sums up Auckland’s and our
national dilemma, writesMichael Barnett.

O ur city has grown like topsy,
but the unifying vision to
realise our potential ismiss-
ing in action. Instead we

have a topsy turvy welter of costly,
unco-ordinated action as our city
plays catch up to build the trunk
infrastructure essential to any civil-
ised society — housing, roading, trans-
port, employment, amenities — and
yes, stormwater systems.

Auckland’s shamefully inadequate
stormwater system that increasingly
spills raw sewage to pollute our beau-
tiful harbours, beaches and streams
when it rains heavily (in a city
unkindly dubbed the city of snails)
exemplifies a poverty of infra-
structure investment fromdecadesof
not-on-my-watch, do nothing or as
little as possible, expediency.

Now it’s “catch as catch can”. The
billion-dollar plus central interceptor
sewage and stormwater pipe is under
construction, all 13km of it, but not in
time for the new housing develop-
ments sprouting around the far
reaches of the city limits. It’s called
development and ready or not, it’s an
unstoppable march.

We cannot continue to pursue
disjointed action without a vision or

cohesive plan. We need to grow up
and look beyond the next election, or
the next 500 houses or owning prop-
erty at any cost whether Auckland
is your home or not.

Auckland cannot go it alone. A 21st
century city needs 21st century infra-
structure and that means wemust be
visionary, aspirational and inspira-
tional in our thinking and collabora-
tive in our relationships to find the
ways andmeans to have those basics
to support a truly liveable city.

Continuing to play catch up on
funding billions of dollars to replace
and build critical infrastructure is not
sustainable.Auckland’s balance sheet
is stressed. Borrowing is at capacity.
Debt levels could destroy our bright-
est hopes if we don’t think fresh, take
the lead and build a new model to
enable us to deliver our growth op-

portunities — social, cultural, econom-
ic — to attract the skilled people
Auckland needs to thrive and live in
safe, healthy, inclusive and resilient
communities. So, what’s the plan?

First up, we need a Government
that leads the way. That implies
having a galvanising shared vision to
work together and act with pace in
the best interests of all New Zealand.

Central Government holds the
purse strings. Itmust stepupand fund
big projects that are national assets
of importance and benefit everyone,
not just Aucklanders. Or we’ll all be
denied access to the wealth of oppor-
tunity lapping on our shores and
relegate us to the sluggish backwaters
of terminal catch-up.

Local government too must take
a leap forward and make the case for
central funding of specific projects

identified as national assets while
getting on with Auckland projects
that it must plan, design and deliver
in time and on budget to support
population growth.

We can do things today to break
the catch-as-catch-can cycle and take
the lead, including accelerating
decision-making and speed to action
without being waylaid by sideshows.

Ports of Auckland is a major
earner. It may move one day, in 20
or 25 years’ time, if that is the vision,
but its transformation will continue
as a leader in innovation and auto-
mation. Meanwhile, there are inspira-
tional actions that can be taken to
remove the waterfront car-yard eye-
sore and make better use of this
prime real estate — with open spaces
or shared cycle and walkways for
instance.

Immigration is critical to feeding
long term growth, not just house
prices, but we’ve got to get smarter
in identifying the skills we want to
attract and retain to build a robust,
internationally competitive, creative
economy. We’ve got to get into
schools early to build a workforce
that is ready and open to practical,
on-the-job, lifelong learning to be fit
for this era of technology disruption.

We also need to think about inter-
national partnerships, investment
models and alternative income
streams to pay our way without
necessarily hiking rates excessively
or selling outright our natural and
national infrastructure assets to off-
shore buyers.

But we cannot retreat into our
silos. The lesson from the rear view
mirror is that we didn’t look ahead
because we feared having to spend
big bucks today, so when tomorrow
arrived we were caught short. That
catch-up model is broken. We must
fight to build the new, have a vision
we all support, and an urgency and
commitment to act on it.
● MichaelBarnett is Chief Executive
of theAucklandRegionalChamberof
Commerce



D6 nzherald.co.nz | The New Zealand Herald | Thursday, October 26, 2017

Navigating the boom
While the infrastructure upsurge has clearly brought
its challenges, it has also brought us new
opportunities writes Fletcher’sDavid Geor

continued on D7

The Hamilton section of the Waikato Expressway, looking north.

Team members celebrate the Waterview Tunnel breakthrough.

It is really
encouraging to

see our
politicians have

recognised there has
been a historic
underspend on

infrastructure, and that
they need to be part of

the delivery cycle.
David Geor

I doubt there would be many
Auckland motorists who
haven’t noticed a massive im-
provement in Auckland traffic

flows since the opening of the
Waterview tunnel.

This is the sort of difference infra-
structure investment is designed to
deliver, with the now-obvious down-
stream social and economic benefits
that are flowing to Auckland resi-
dents.

When they opened the new tunnel
it was almost like a plug being pulled
on Auckland traffic congestion.

For me, going to the city for a meal
used to be a nightmare. I had to leave
by 3.30pm to have a hope of getting
there by 6pm because the traffic was
completely unreliable andmost often
stalled. I live in South Auckland and
the commute used to be an hour to
90 minutes. Now I can do it in 45
minutes.

The change to the congestion in
Auckland is stark. Traffic flows rela-
tively freely throughout the day now,
including that afternoon rush hour.
The tunnel has had a huge impact on
commuters right across Auckland.

Saving half an hour in the car isn’t
just a productivity improvement— it’s
extra time with the family, more time
to do the things you want to, instead
of being stuck on the motorway.

This type of impact on communi-
ties, large or small, is why we go to
work each day. Because we knowwe
can, and do, make a real difference
to the day-to-day lives of the people
who live and work in our country.

The most recent five years have
seen a greater level of sustained
spend on infrastructure improve-
ments than at any time in the past,
and that trend looks like continuing.

You only have to look at the
changes to road quality on the
journey from North Auckland to
Hamilton to see the huge improve-
ments to the highway network over

the last five year period. In the next
three years, when construction is
completed on sections from
Hampton Downs to Rangiriri, Huntly
to Taupiri and the Hamilton Bypass,
motorists will have the luxury of a
four-lane expressway from Wark-
worth in the north to Cambridge at
the southernmost point of the current
extensions. This is a huge improve-
ment, and a real investment in the
long-term economic growth of the
region.

In addition to what has already
been achieved there is a significant
pipeline of newwork currently in bid
and the list of new projects continues
to flow into themarket. It’s an exciting
time in the infrastructure sector.

It is really encouraging to see our
politicians have recognised there has
been a historic underspend on infra-
structure, and that they need to be
part of the delivery cycle to ensure
funding is made available to create
the assets New Zealand needs to
continue to prosper. The bottom line
is, if we don’t choose to spend on
infrastructure, the economy will lose
momentum, our large industrial
centres will grind to a halt and invest-
ment in our regional centres will
become harder to attract.

All this increase in demand within
the construction sector generally has
placed, and continues to place,
immense pressure on skills, capital
and people. I imagine there is no
company in our sector now that does
not have issueswith a shortage of key
skills and talent.

An easy example is the demand
for construction-capable people
within the lower North Island and in
the wider Christchurch Kaikoura re-
gion. With the demand from projects
in each of these areas there is a huge
challenge for all industry participants
to resource projects.

Costs are increasing commensur-
ately and not just for the in-demand
highly skilled roles; resources are
short too. The latest Consumer Price
Index figures show inflation in the
construction sector is running at 6.8
per cent, well ahead of the 1.9 per cent
inflation across the economy.

And as the country seeks to
address the infrastructure deficit, and
pursues larger scale projects that
have not been seen in New Zealand
before, significant pressures are being
placed on contractors to assume risk
previously held by clients.

Though this is a recent shift in New
Zealand, the trend toward risk trans-
fer has been well-established in other
countries for some time.

Infrastructure
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Christchurch’s
new Justice and
Emergency
Services
Precinct.

So despite the relatively strong pipe-
line, it is not all plain sailing.

It is no secret Fletcher Construc-
tion has suffered as a result of
industry-wide pressures, coupled
with our own internal challenges.

Mistakes are made, but what’s im-
portant is learning from them and
putting things right.

Construction is a dynamic, some-
times volatile business, as companies
around the world have all experi-
enced at one time or another.

For our part we have a significant
programme of work under way to
strengthen our business, and make
changes we need to in order to

deliver on the expectations of our
shareholders, our clients, and of
course our own people.

Though the infrastructure boom
has brought its challenges, it has also
brought us new opportunities — in-
cluding the arrival of a range of new
global players intoNewZealand.With
scale, complexprojects requiring con-
struction techniques that have not
been used before in New Zealand we
are partnering with overseas firms to
ensure we are harnessing the capa-
bility of these new technologies.

This is great news for the construc-
tion industry and for New Zealand
because it builds our capability at a

time when the construction industry
needs to extend its skills. In the
medium term these changes will en-
hance our skills and help to build our
national construction capability.

New Zealanders are resilient and
innovative. At Fletcher Construction
we’ve been at the forefront of some
of the most innovative designs, ideas
and construction solutions on some
of the most challenging and complex
projects this country has ever seen.
We are proud of our achievements
and are well resourced to face the
challenges of the next 10 years.
● DavidGeor isGeneralManager,
Fletcher Infrastructure

Can building
still bank on
migration?

A perfect stormmay be
brewing as construction sector
activity ramps up at the same
time as labour force constraints
bite, writes James Penn

continued on D8

I f the boom is to continue without
amajor increase in salaries, many
of the forecasts rely on strong net
migration. But whether industry

can bank on this is up for debate, given
the political climate.

The consensus view is that the pace
of construction will ramp up. This has
long been expected. But latest
projections from the Ministry of Busi-
ness, Innovation and Employment
(MBIE) suggest the peak will be even
higher than previously thought.

In the National Construction Pipeline
Report, released in July, MBIE pre-
dicted a 23 per cent increase in con-
struction activity over the next four
years. This will take the value of build-
ing and construction from $34 billion
in 2016 to $43b in 2020.

“It is expected the level of building
and construction activity in Auckland
will remain at a high level for several
years after the peak,” said the report.

“Auckland’s growth is expected to
continue after it eases in other regions.”

Growth is expected across all sub-
sectors. Though themajoritywill come
from residential building — forecast to
peak at $25b in 2020 — increases in
non-residential building and infra-
structure construction are also pre-
dicted. Those categories are expected
to reach $9.6b in 2019 and $9.5b in 2022
respectively. With such sizeable
growth in the pipeline, industry, and
Government, will be wary of whether
commensurate growth can be sourced
in the labour market.

The unemployment rate fell to 4.9
per cent in the March 2017 quarter,
down from 5.2 per cent the quarter
before.

“We’re starting to see construction
employment build in regions other
than Auckland and Canterbury,” Stat-
istics NZ labour market and household
statistics senior manager Mark Gordon
said when the statistics were released.

“Over the quarter, the Household

D7
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Can building still bank onmigration?
continued from D7 The results of this

year’s survey
suggest that

recruiting those
with specialised
skills remains a

challenge. And the
sector’s capacity to
continually raise
the income bar to
attract talent is on

thewane.
Malcolm Fleming

(Hays Construction & NZIOB
Salary Guide 2017)

Labour Force Survey showed a sig-
nificant increase in employment in
the Waikato region, which included
3600 more people working in con-
struction.”

MBIE’s short-term employment
forecast (projecting from 2017 to
2020) says construction and utility
services will make the largest contri-
bution to overall employment growth
over the period — some 32,400 of
152,000 more people employed
nationwide.

Employer intentions match these
projections: 61 per cent of those in the
construction sector report they ex-
pect to increase permanent staff
numbers over the current year, ac-
cording to the 2017Hays Construction
& NZIOB (New Zealand Institute of
Building) Salary Guide.

More than 35 per cent of employ-
ers intend to increase contracting and
temporary staff to support the growth
in project workload.

“The results of this year’s survey
suggest that recruiting those with
specialised skills remains a chal-
lenge,” said NZIOB Chief Executive
Malcolm Fleming in the report.

“And the sector’s capacity to con-
tinually raise the incomebar to attract
talent is on the wane.”

Though modest salary increases
are expected, there is only so much
that can be paid for a new house, a
new building, or for an infrastructure
project, Fleming warns.

While most employers expect to
raise wages and salaries over the
coming year, those raises appear
modest at best.

Only 7 per cent of employers reg-
istered an intention not to increase
salaries over the coming year — but
just 15 per cent of employers
expected to increase salaries bymore
than 5 per cent.

A further 22 per cent said they did
not know. The bulk of respondents
fell within the 0 to 5 per cent increase
range.

The Labour Party campaigned on
a platform of reducing net migration
by between 20,000 and 30,000
people per annum — and 5000-8000

of that figure was to bemade up from
tightening of work visa requirements.

NZ First stood on a platform of
limiting net migration to 10,000 per
annum. (That would amount to a
reduction of over 60,000 from the
record net migration observed in the
year to March 2017).

However, incomingPrimeMinister
Jacinda Ardern, speaking on Three’s
The Nation last weekend said
Labour’s immigration policy “remains
absolutely unchanged as a result of
these negotiations”.

The party also campaigned on
plans to introduce a KiwiBuild Visa,
under which residential construction
firms could hire a skilled trades-
person on a three-year work visa
without having to meet the Labour
Market Test if they pay a living wage
and take on an apprentice for each
overseas worker they hire.

Building for scale
Beyond labour market challenges,

the industry also faces issues relating
to capacity and contracting.

In particular, industry leader Flet-
cher Building faced a tough year, with
former CEOMark Adamson resigning
in July after a second earnings write
down for the year. Industry analysts
have pointed to the use of “novated
contracts” — which have the result of
capping the price received for a pro-
ject — as the source of some of
Fletcher’s problems.

Taken together with cost blow-
outs, these contracts can become
significant loss-makers that construc-
tion firms are legally tied to.

More broadly the question of cap-
acity will be raised. As New Zealand
steadily increases its housing and
infrastructure spend, overseas firms
may need to play a bigger role in
order to deliver projects of true scale.

Ten of the country’s infrastructure
projects expected to commence in
2017 were valued at $100m or more.
Despite being just 0.4 per cent of the
2400 known infrastructure projects
for the year, these 10 projects accoun-
ted for 41 per cent of their total value.

Infrastructure

Green finance looks
Green finance
means integrating
economic
outcomeswith
environmental
sustainability, writes
Paul Goodwin

FINANCING
Green finance uses instruments or
investments (equity or debt) to
finance or re-finance projects that
have a positive impact on the
environment. Green bonds are one
of themost developed financing
instruments within the green
finance world and they’re being
used to fund climate-friendly
projects globally.

GOING GREEN
The global green bondmarket could
exceed

US$5 trillion
in less than 20 years.

Governments have committed to raising

US$100
billion
per year by

2020
Investment in green bonds around the
world has increased from

US$3b
in 2012 to a forecast

US$130b
this year.

Contact Energy’s new geothermal plant, Te Mihi, part of the energy company’s green borrowing programme.

T wo of the most discussed
issues during our election
campaign were infra-
structure and the environ-

ment. Debate centred on issues such
as the future of our transport net-
work, the resilienceof our fuel supply,
water quality and affordable housing.

It is clear to me, and to most of
New Zealand that we cannot divorce
discussions on infrastructure needs
from those about the environment.

We can no longer applaud econo-
mic performance without consider-
ing its environmental impact. When
making infrastructure investment
decisions it is vital that environmen-
tal sustainability outcomes are tightly
integrated. Around the world there is
increasing political pressure to en-
sure environmental and social issues
are much more aligned and inte-
grated with economic decisions.
While this is a global phenomenon,
the issue is of particular relevance to
NZ, where our greatest asset is our
environment and it is that asset that
directly drives our two biggest export
earners — dairy and tourism.

ANZ is NZ’s largest financial insti-
tution and our purpose as a company
is help shape a world where people
and communities thrive. Here in NZ,
infrastructure and the environment
will both be key to shaping such a
future, and cannot be considered in
isolation from each other. We believe
ANZ and others who operate in the
financial and capital markets have a
role to play in the integration of
economic and environmental
decision-making for today and for
future generations. One area where
ANZ can drive tighter integration is
in relation to “green finance”, linking
the capital markets with green invest-
ment opportunities.

Simply put, green finance uses
instruments or investments (equity
or debt) to finance or re-finance pro-
jects that have a positive impact on

the environment. Green bonds are
one of the most developed financing
instruments within the green finance
world and they’re being used to fund
climate-friendly projects globally.
While there’s no legal criteria as to
what qualifies as “green”, investors
typically expect some form of inde-
pendent review of a borrower’s as-
sertion of greenness. That can be in
the form of an opinion, assurance or
reference to guidelines or standards
such as the Green Bond Principles or
the Climate Bonds Initiative (CBI).

For instance, the CBI is a not-for-
profit which works to mobilise debt
capital markets for climate action. I
liken the comparison of their accredi-
tation to a “Fair Trade” labelling
scheme for debt instruments. Their
assurance guidelines are broad and
apply across various industries. Some
of the best examples of these are in
infrastructure assets across energy
generation, transport and buildings.

It is incredible to think the Organ-
isation for Economic Co-operation
and Development (OECD) recently

forecast the global greenbondmarket
could exceedUS$5 trillion in less than
20 years. Governments around the
world are continually making more
resources available for climate
finance and have committed to rais-
ing US$100 billion per year by 2020.
The feedback we have received sug-
gests green finance will grow here to
mirror global trends, albeit at a
smaller scale. With this in mind and
to help NZ’s shift to a lower carbon
economy, ANZ partners with cus-
tomers to create financial solutions



The expected population growth in our
cities is placing enormous pressure on
critical infrastructure.
Responding to these pressures and
enhancing the resilience and liveability of
the cities that are responsible for our future
prosperity, is one of the most challenging
and complex issues facing us all.

Find out how AECOM is
imagining and delivering
the cities that will be home
to limitless opportunities at
aecom.com/nz

Imagine it.
Delivered.
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too good to ignore
We can no

longer
applaud

economic
performance

without
considering its
environmental

impact.
Paul Goodwin

PROJECTS
In Auckland, two key infrastructure
projects can be considered for
green financing because of their
environmental benefits.
Watercare’s Central Inceptor
project aims to reduce the
pollution in Auckland harbours by
building a sewerage tunnel that
will run betweenWestern Springs
and the MangereWastewater
Treatment Plant by 2025. It is
envisaged this will reduce the
annual average overflow volume
by a staggering 80 per cent. The
Central Rail Link — the largest
infrastructure project ever to be
undertaken in NZ —will also
influence the future of Auckland’s
commuters and their
environmental footprint. It is
estimated 30,000 people an hour
will be able to use Auckland’s
trains at peak times. They will be
faster andmore frequent, and
more people will consider leaving
their car at home as a result. Green
finance could be explored in both
these cases.

with a green lens. We’ve been a
pioneer in this area.

In August ANZ jointly led the first
green bond in NZ for a member of
the World Bank Group, the Interna-
tional Finance Corporation (IFC). As
it was a kauri bond — issued by a
foreign company inNZdollars — it has
been an important start in opening up
green and sustainable investing op-
portunities in NZ. IFC was one of the
earliest issuers of green bonds glob-
ally, funding private sector invest-
ments that address climate change in
emerging markets. This bond is no
different, financing projects in renew-
able power, energy efficiency,
sustainable agriculture and green
buildings. Its issuance was worth
NZ$125m, investor feedback has been
positive and we expect further issues
from a range of NZ companies.

In September we worked with
Contact Energy, one of NZ’s largest
electricity generators, to develop
their NZ$1.8b Green Borrowing Pro-
gramme. Contact Energy has reduced
their greenhouse emissions by 50 per
cent over the past five years, an
impressive commitment to reducing
their carbon footprint, and wanted
their finance to reflect this. With
Contact’s long-life renewable genera-
tion assets now producing around 80
per cent of the electricity Contact
delivers to households and busi-
nesses in NZ, they have been able to
have their borrowingprogrammecer-
tified green by CBI. We helped from
the start of this “greening” process,
working to draft the underlying
framework that governs how their
green borrowing programme works
and meeting independent assurance
and certification from CBI.

Helping Contact achieve their
world first was completely consistent
with ANZ’s purpose of helping shape
a world where people and communi-
ties can thrive and is something of
which we are really proud. Contact
Energy has demonstrated excellent
corporate leadership and we would
love to see their lead followed by
more NZ companies.

It is not just ANZ and Contact
Energy that have this vision. Invest-
ment in green bonds around the
world has increased from US$3b in
2012 to a forecast US$130b this year.
With that sort of appetite for green
investment it is clear there is a sig-
nificant opportunity for the infra-
structure sector in NZ. While the
market in NZ is still relatively new,
customers have been interested in
working with us because the solution
broadens their potential investor
base, with pricing in line with tra-
ditional bonds. It’s a powerful way of
advancing a sustainability strategy

and proceeds can be used to recycle
capital, including refinancing of
existing projects. We assist through-
out the whole process, from
identifying qualifying assets and
writing the green bond framework, to
marketing and pricing the new issue.

To see the scale of the opportunity
we need only look to the US, Sweden,
Norway, Finland, Canada and Aus-
tralia to see the success of climate-
aligned infrastructure being funded
by green bonds. They are being used
as a solution for fiscally constrained
local government organisations
together with private sector players,
public-private partnerships and de-
velopment banks to access low-cost
capital to finance cities’ green infra-
structure projects. For instance, the
City of London has just established
a “Green Finance Taskforce” to work
with banks and other financial
institutions to encourage green
finance in its infrastructure. Just last
year Mexico City issued a US$50m

green bond financing drinking water,
wastewater, energy efficient public
lighting and metro transport.

In our own backyard I can think
of twokey infrastructure projects that
could be considered for green financ-
ing because of their environmental
benefits.Watercare’s Central Inceptor
project aims to reduce the pollution
in Auckland harbours by building a
sewerage tunnel that will run
between Western Springs and the

Mangere Wastewater Treatment
Plant by 2025. It is envisaged this will
reduce the annual average overflow
volume by a staggering 80 per cent.
The Central Rail Link — the largest
infrastructure project undertaken in
NZ — will also influence the future of
Auckland’s commuters and their en-
vironmental footprint. It is estimated
30,000 people an hour will be able
touseAuckland’s trains at peak times.
Theywill be faster andmore frequent,
and more people will consider leav-
ing their car at home. Green finance
could be explored in both these cases.

In NZ it is the private sector that
will, inmy view, have to take primary
responsibility for driving green
finance; however it is also going to
take the public sector to be open to
these large investment opportunities.
Making sure those projects are
investable from the private sector’s
perspective will be important if we
are to truly link the green investment
markets with our large infrastructure
projects. It’s encouraging to see the
formation of the New Zealand Ad-
visory Group on Infrastructure
Sustainability but there’s more to be
done.

Green bonds and green financing
will become an important com-
ponent of the NZ market as investors
and lenders are more focused on the
impact of their investments as well
as the traditional return matrix.
Society demands economic and en-
vironmental outcomesbe considered
as a complete package, ensuring we
make better decisions and help de-
liver a future where future genera-
tions of New Zealanders can thrive.
● PaulGoodwin isManagingDirector
Institutional,ANZ
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Easing congestion will help innovation ecosystem

James Rosenwax says innovation ecosystems will drive the next wave of jobs.

James Rosenwax is the Australian-
based director of Aecom’s Cities Sec-
tor. He is also author of a recent
Aecom Brilliant Cities report:
Innovating, Transforming Australian
cities with Innovation. In the report,
Rosenwax outlines key steps to build
a vibrant innovation ecosystem. His
findings apply as much to Auckland
as Sydney or Brisbane.

Rosenwax says innovation
ecosystems bring together new, high-
value businesses, researchers and
service providers. They are emerging
around the world. These are places
that attract investors and workers.
They generate much-needed
economic growth.

He says innovation ecosystems
will drive the next wave of jobs. This
is important; traditional sectors such
as manufacturing are contracting.

Transport and higher density
urban living are key to innovation
ecosystems. Rosenwax talks of two
examples of how this works from the

US. “Light rail brings the University of
Washington closer to the rest of the
city. Strategic links such as
Emeryville Station in San Francisco
connect innovation ecosystem
tenants to other city areas and states”.

High capacity transport at inno-
vation locations make it easier for
tenants to do business. They also
reduce congestion and that’s import-
ant. Congestion is bad for commuters
but the problems go deeper.

He says: “It is also bad for regional
and import-export freight
movements, tourism and new devel-
opments. Not meeting the challenge
means a city can’t achieve its full
economic and social potential.

“To reduce congestion, we need to
refocus away from high car owner-
ship. We need to halt the high num-
bers of singleoccupancyvehicle trips,
especially in peak hours.

“One way to do this is by challeng-
ing traditional car ownership and
utilisation models. We have to reach

the point at which the number of
private cars and single occupancy
vehicle trips on our roads stops in-
creasing and starts to fall. We have
to find solutions to encourage more
people to leave their private vehicles
at home, if only during the busiest
time of day,” he says.

Transport on demand is an idea

that could speed this up. Rosenwax
says it means using phone apps to
book shared vehicles, private cars
and mini-buses. “It’s also about using
technology to better plan journeys.
We need to allow people to switch
between public transport, car-sharing
and multi-modal transport oper-
ations.”

One of the biggest challenges to
achieving this is changing human
behaviour. Though the benefits of
shared self-driving cars seem obvi-
ous, Rosenwax says we should not
assume everyonewill reach the same
conclusion.

“Many people may be reluctant to
forego their own personal mode of
transport. Unlike other consumer
choices, moving from owned to
shared is not a like-for-like trade. We
are asking people to replace owner-
ship with a service.”

In part this needs a commitment
to spending on public transport.
Rosenwax points to Brisbane, which
he says has a similar population size
to Auckland. He says the cost of
providing public transport in the city
is A$1.8 billion per year.

Brisbane recently announced a
A$13.4b investment in public trans-
port projects such as Cross river rail
and Brisbane Metro.

— Bill Bennett

Building a resilient Wellington
After the earthquake, the priorities of the city changed overnight,

and so did the political will, reports Bill Bennett

At first the plans assumedWellington’s
populationwould grow by 30,000 over the next
30 years. The new projection puts that number at

80,000. It’s not only the growing number, the
people are changing too. There’s an ageing

population and the ethnicity is changing. Those
people will have different needs.

Earthquake damage to Wellington’s Centrepoint container wharf. Picture / MarkMitchell

Marta Karlik-Neale

W ellington is part of the
Rockefeller Foun-
dation’s 100 Resilient
Cities project. It’s an am-

bitious project that aims to help cities
prepare for challenges such as
earthquakes or floods then bounce
back fast when they happen. It’s not
only about disasters. There’s also a
focus on dealing with the myriad
small stresses that can chip away at
a city over time.

The Rockefeller Foundation gives
member cities funding to hire a chief
resilience officer. The money also
pays for two years of expert
consultancy. This helps the cities
develop, then start implementing a
resilience strategy.

Aecom associate director, sustai-
nability and resilience, Marta Karlik-
Neale, isWellington’s support partner.
She describes the role as unusual for
a consulting engineering company.
She says: “The city is the owner of
the strategy. I have a client relation-
ship with Wellington, but the Rocke-
feller foundation pays”.

Karlik-Neale started work on the
strategy in September 2015. She says
she submitted a draft resilience strat-
egy for Wellington shortly before the
March 17 earthquake.

Overnight the priorities of the city
changed and so did the political will.
Karlik-Neale says: “Most of what we
had was fine. But we shifted more
focus on to earthquakes than we had
before, that’s natural. The strategy
document didn’t need a rewrite but
there were changes.”

The strategy is a list of 30 projects
the council committed to in co-
operation with other city organisa-
tions. These include Wellington
Water, the local chambers of com-
merce and district health boards. It
also includes theMinistry of Business,
Innovation and Employment.

Karlik-Neale says one of the focus
areas for these projects is people and
community.

“When we talk about resilience, it’s
not just about risk management or
preparing for disasters. It’s more
about creating a city that is flexible,
resourceful and knows how to re-
spond to unknowns.

“So, for example, we need to en-
courage people in the community to
work together. This means neigh-
bours knowingeachother andpeople
learning how to run projects.

“In normal times, when there’s not
a disaster, these projects might be
about, say, renovating a building or
aworkingbee in aparkor community
gardens. Then when, say, there’s an
earthquake, people are able to organ-
ise themselves. They are not reliant
on outside help.”

Another focus area is decision-
making. This includes governance,
making sure the district planning is

ready. It’s about having information
and communication. So in a disaster,
people know where to go to get fresh
water orwhere to charge their phone.
It also means things like when people
buy a property, they know what the
risks are and how to minimise them.

Karlik-Neale says recovery is an
often-overlooked area in disaster
planning.

“People know to prepare for dis-
aster and they put response plans in
place. The other stage is getting back
to normal. It’s hard for business to
recover when there’s no office space
or for children to go to school when
there are no buildings. There’s a need
to bring services back online.”

She says Wellington faces a plan-
ning challenge because the society is
transforming at a rapid pace. At first
the plans assumed the population

would grow by 30,000 over the next
30 years. The new projection puts
that number at 80,000. It’s not only
the growing number, the people are
changing too. There’s an ageing popu-
lation and the ethnicity is changing.
Those people will have different
needs.

Earthquakes and climate change
are other challenges. Wellington
doesn’t face much of a threat from
hurricanes and sea surges because of
the harbour. Yet it has already shown
it can be vulnerable to surface flood-
ing. So part of the planning is to
ensure the accommodation for the
expected population growth isn’t
built in flood-prone areas.

Karlik-Neale says homes are the
cornerstone of resilience. “If some-
thing happens and your home is
okay, then it’s fine. You can deal with
the problem. We need to not only
make sure that homes are affordable,
warm and healthy, but also that you
can work from your home after an
earthquake. That means making sure
there is good communications and
good electricity connections.”

Electric vehicles have an import-
ant role to play. Karlik-Neale says on
one hand they help to reduce climate
change risk. In New Zealand, most
electricity comes from renewable
resources. Switching to electric
vehicles is better than burning diesel
or petrol.

In a disaster, electric vehicles be-
come portable batteries. She says:

“There is a technology that means
you can plug them back into homes.
Normally you charge your car at
home, here you reverse the process.
So if the power lines go down in a
disaster you can power your fridge
fromyour car.When the power in the
car battery runs low, you drive off to
a central point, get more electricity
then drive home.”

She says this illustrates a key re-
silience strategy: flexibility. It means
things can serve more than one use-
ful purpose.

Another example might be com-
munity gardens. One of the projects
she is working with is around com-
munity gardens and urban farms.

They act as a way of building
community and as a pleasant spot in
normal times. In a disaster they can
become meeting places and emer-
gency management centres. People
will know how to get there. They
might have fresh water tanks or
places where people can top up elec-
tric vehicles. They are central spots
for distributing emergency supplies
and they can even grow food.

One aspect of resilience is
centralising and decentralising
functions. Something like water is
centrally managed in a city, Karlik-
Neale says.

“You have an organisation which
has one big pipe bring water into
Wellington. The likelihood of it
breaking in an earthquake is high. To
deal with this means designing the
pipe so that it fails well. This means
when it breaks, it’s a clean break. And
it breaks in a place where you can
find it quickly and repair it fast.”

The other strategy is to have a
back-up distributed supply. Welling-
ton has had a campaignwhere it bulk-
purchased rainwater tanks for people
to buy at about half the usual price.
Their everyday use is to provide
water for gardening. If an earthquake
hits, you still have access to water.
It may not be clean enough for
drinking, butwe needwater forwash-
ing and other purposes. And in an
emergency you can boil it or treat it.

Karlik-Neale says a key to a city’s
resilience is how you make use of
bulk systems. This means under-
standing them and how they interact
with each other. That’s something a
consulting engineering practice can
bring to dealing with the problems.

Yet it is also about softer expertise.
“Resilience has as much to do with

how a city is as what a city is. The
way people interact and the mindset
are important. It’s very much about
people. There was a change that took
place during the 100 cities process.

“It started off being about infra-
structure and doing things, at the end
itwas all about people. It’s their ability
and skills which are going to make
the difference.”
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ICBC hungry for projects
Prestigious visits by senior officers show bank’s commitment to NZ, writes Tim McCready

Leading in clean
energy and green
investment
ICBC has become a leader in
supporting clean energy and
environmental infrastructure, with
the bank providing funding
globally in projects including
hydroelectric, wind, geothermal,
and solar.
“Peoplemight not have a good
impression of China’s
environmental concern,” says
Karen Hou, chief executive of ICBC
NZ. “But that is in the past.
Nowadays China is totally
different, highly developed, and
people’s ideas have totally
changed. We want environmental
protection, and a better life.”
The bank has now recently
announced its One Belt One Road
Green Climate Bond that will be
listed in a newmarket known as
the Luxembourg Green Exchange
(LGX). The use of proceeds for this
bondwill be dedicated to ICBC’s
global financing and refinancing of
eligible green assets in renewable
energy, low carbon and low
emission transportation, energy
efficiency, and sustainable water
resourcesmanagement in areas
key to the OBOR initiative.
ICBC is the first Chinese bank with
a “Green Bond Framework”
aligned to both international and
Chinese green standards.
It is also the first Chinese bank to
receive a “Dark Green” second
opinion by the Oslo-based Centre
for International Climate and
Environmental Research.There is a huge demand

for further infrastructure
in New Zealand, but New

Zealand is short of the
capital, skilled labour and

quick decision-making.

Karen Hou

I CBC NZ has invested across a
range of industry sectors, in-
cluding financing support to the
banking syndication forWelling-

ton’s Transmission Gully motorway,
several key pieces of infrastructure
in the Christchurch rebuild, and a
funding facility for a
telecommunications firm.

Although ICBC NZ has been
shortlisted several times for recent
private-public partnership (PPP) ten-
ders, the bank is yet to secure a
successful deal.

“We are the newcomer to this
market,” says KarenHou, chief execu-
tive of ICBC NZ. “We haven’t yet led
a PPP, but the team has become
increasingly experienced and we are
becoming stronger in-market.”

“It takes a lot of time and effort to
prepare a bid. Our commitment to
this shows our dedication to being
involved in successful infrastructure
projects here.”

ICBC NZ has had positive feedback
on its bids. Although the future of
PPPs has become less clear with the
change in Government, the bank is
enthusiastic about future projects
and ready to show its capability.

“It is important to have new
players in the market,” she says.
“Having more expertise, funding
sources and competition is crucial for
long-term, sustainable growth.”

ICBC head office has signalled the
significance it places in investing in
New Zealand.

The bank’s new global chairman,
Yi Huiman, visited New Zealand as
part of his first international trip last
year, meeting with the Government
to discuss New Zealand’s infra-
structure investment needs.

“The new board is two years old,
and threeof themost seniormembers
— chairman of the board, CEO, and
chairman of the supervisory board —
have already come to New Zealand,”
says Hou. “That is unprecedented,
and demonstrates that they are very
supportive of ICBC’s activity here.”

One Belt One Road
China’s One Belt One Road (OBOR)
initiative aims to be the world’s
biggest infrastructure project, and
encourages Chinese companies to
implement infrastructure pro-
grammes that help to integrate Asia,
Europe, and Africa.

Chinese President Xi Jinping said
of OBOR: “The initiative aims to pro-
mote orderly and free flow of econo-
mic factors, highly efficient allocation

of resources and deep integration of
markets by enhancing connectivity
of Asian, European and African
continents and their adjacent seas.”

Previously, he said: “the pro-
grammes of development will be
open and inclusive, not exclusive.
Theywill be a real chorus comprising
all countries along the routes, not a
solo for China itself.”

Hou says ICBC reflects President
Xi’s importanceplacedon investment
in global infrastructure — the bank is
present in 18 countries along the Belt
and Road, loaning US$78.6 billion
(NZ$113b) against 288 projects.

New Zealand is at one end of the
economic corridor, stretching from
the South Pacific through Southeast
Asia and into Europe.

Though there is demand for infra-
structure projects in New Zealand,
Hou says shewishes thereweremore
opportunities available.

“Although there are currently not
many PPP projects available for in-
vestment, we hope therewill bemore
launched soon,” she says. “There is a
huge demand for further infra-

structure in New Zealand, but New
Zealand is short of the capital, skilled
labour and quick decision-making.”

Hou sees this as a great opportun-
ity for both countries. New Zealand
can provide projects and investment
opportunities, while China brings ex-
perience and expertise across a range
of infrastructure classes — bridges,
railways, motorways, schools, power
and water — along with capital.

Hou says ICBC has around six
million corporate customers in China.
The bank has a very robust credit
approval system, knows their back-
ground, and understands their in-
volvement in global projects.

“Many corporate investors are
showing increased interest in invest-
ment opportunities in the New Zea-
landmarket fromChina, Asia, and the
rest of the world,” says Hou.

“When they come to this market,
we help to bridge the understanding,
knowledge and information gap
between the two countries.

“When our customers first come
here they always consult us on the
current market situation. Because of

our intimate understanding of both
sides, we have an unparalleled ad-
vantage.”

Hou says the bank’s experience
with infrastructure projects across
many countries ensures it can ident-
ify and select the best Chinese part-
ners.

“The bank wants to deliver suc-
cessful projects, so it is important to
us that we select those companies
that have significant global experi-
ence on major projects, as well as a
good attitude towards environmental
protection.”
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Winning the resilience game
Being resilient needs to be something you are, not something you do, according to KiwiRail boss Peter Reidy

The first freight train from Picton to Christchurch since the Kaikoura earthquake makes its way across a bridge. Below, Kiwirail chief executive Peter Reidy says building resilience is a priority.

At its heart,
resilience is all

about looking after
the tendons — and
making sure that if
the worst happens
and they do snap,

you are ready.

A t its heart, resilience is all
about looking after the
tendons — andmaking sure
that if the worst happens

and they do snap, you are ready.
Developing that culture is particu-

larly important for infrastructure
organisations like KiwiRail.

We are the tendons that hold New
Zealand together.

KiwiRail moves 18 million tonnes
of freight each year, its network is
used for 32 million commuter
journeys and it transports more than
a million tourist passengers on its
scenic trains and interisland ferries.

Resilience in rail is not just about
KiwiRail. New Zealand needs a resili-
ent rail business to support its export
and domestic trade.

KiwiRail is getting strong growth in
tourism, in import-export rail
volumes, and forestry and dairy pro-
ducts. Our customers depend on us
to deliver, and our whole business is
built around working with them to
ensure that happens.

Events over the past year have
underlined just what happens when
the tendons snap — none more so
than the earthquake that rocked the
upper South Island on November 14.

It devastated the line between Pic-
ton and Christchurch. There were
close to 60 major damage sites in-
cluding tunnels, bridges and embank-
ments. More than 750 individual sites
needed repair.

Along with the physical damage
was the shock to the national supply
chain.

The line is crucial for moving
freight between the North and South
islands.

Before the earthquake, more than
a million tonnes of freight were
moved on it each year.

We had to look for ways to con-
tinue to support our customers and
ensure there were strategic resilience
options shouldaftershockswreak fur-
ther havoc.

We took a leadership role in
finding solutions to problems the
earthquake caused.

We quickly invested in a freight
hub in the upper South Island at
Spring Creek to support domestic
freight forwarders, and secured

coastal capacity with major shipping
lines.

Meanwhile, our teams on the
ground — working within the NCTIR
alliance, which includes KiwiRail
along with NZTA and major contrac-
tors — worked as rapidly as safely
possible to get the line open again,
accepting that would mean reopen-

ing would come with restrictions.
Part of our strategy was to adopt
an “ugly but fast” approach.
That strategy was made concrete in
Bridge 131, near Wharanui, north of
Kaikoura. It had been so badly
damaged during the earthquake that
it needed to be replaced, but rather
than delay the reopening of the line
while a permanent replacement was
built, we decided on a temporary
bridge that used steel spans we
already had available.

That approach meant we
succeeded in getting the line open for
freight just 10months after the quake.

We knew the opening was limited,
and that it came with some big
caveats.

The freight trains would run only
at night so as not to hamper the
reconstruction of the road.

Even so, they would take up to
2000 trucks amonth off the alternate

route, which was having to cope with
volumes its roads were never de-
signed to cope with.

We also knew that the line remain-
ed vulnerable, that it was not yet back
to pre-earthquake resilience levels,
and that some limited disruption was
possible.

Disappointingly, the reopening
coincided with unusually high levels
of rain, creating much greater disrup-
tion than we could have reasonably
predicted.

As a consequence, we had to sus-
pend freight services temporarily
soon after the reopening so we could
make repairs and add resilience
ahead of the peak freight period.

Those lessons were reinforced
when our Midland Line, which
connects Christchurch to the West
Coast, was shut by a fire that swept
through 300ha between Cass and
Springfield over Waitangi weekend.

Several bridges were damaged, in-
cluding onewhichneeded 12wooden
piles replaced.

Again KiwiRail staff reacted
quickly and professionally. Just six
weeks after the fire, the TranzAlpine
was running again. West Coast Tour-
ism has estimated that service brings
in excess of $15 million a year into
the region.

Ultimately, though, the goal is to
move away from relying on the am-
bulance at the bottom of the cliff.
Instead we need to be looking at
making sure we do all we can to
ensure we do not go off the cliff in
the first place — building our systems
and making sure our investment
decisions are informed by risk, and
build in resilience.

That approach is on display in the
project KiwiRail has under way to
look at its ferry operations across
Cook Strait.

This connection is vulnerable to
earthquakes and other natural disas-
ters — not because of the vessels, but
because of the lack of robustness in
the landside infrastructure to accom-
modate them.

The current infrastructure was
built more than 50 years ago for
much smaller ships, and is no longer
fit for purpose. It is built on reclaimed
land, beside an earthquake fault.
There are no back-up berths or spare
link spans, which allow freight to be
loaded and unloaded — to use in an
emergency — or even after a minor
mishap.

Developing a resilience culture is
a priority for my leadership. It is
taking root throughout the organisa-
tion, from the planners to the work
gangs to the locomotive engineers, all
of whom recognise just how import-
ant it is for KiwiRail to be ready to
bounce back.

Others recognise that too. In July,
KiwiRail received the Australasian
Rail Industry Award Freight Rail Ex-
cellence category in recognition of its
response to the November 2016
earthquake, and this month judges
commended our resilience and
ability to adapt todisruptionwhenwe
were handed the supreme award at
the AUT Business School Excellence
in Business Support Awards.
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Too important to rest on a whim
It is time to remove infrastructure
from partisan debate,
say Tom Fail and Sarah Sinclair

Private financing
will not suit all
projects, and it
does rely on

relative certainty of
project cashflow over a

long term. It also requires
the project to be

affordable, with a return
paid on capital.

“E veryone agrees there’s
a pressing need for
new transport and
housing infrastructure

— it was a platform of all the political
parties in one form or another,” says
Tom Fail.

“However, in our view infra-
structure planning operates over too
long a timeframe to be at the whim
of any one government. Infra-
structure asset lifecycles span 50 plus
years, and their funding can span a
significant portion of that. The elec-
tion cycle is only three years —
clearly, there is a mis-match.

“So, while the main parties have
strong infrastructure policies, particu-
larly around the development of city
rail and airport connections, we think
that anopportunity existsnow to look
at new ways for these projects to be
funded and delivered.

“It is time to broaden the view —
across the political spectrum — and
examine new models of how the
public and private sectors can come
together to fund, deliver and realise
value from them.”

This view was echoed in a survey
conducted by Infrastructure New
Zealand in August. It revealed that 96
per cent of respondents believed we
cannot continue to procure infra-
structure the way we are.
Funding conundrums require
lateral thought
Fail says there is a range of existing
models to fund critical infrastructure,
and within them there should be
something for everyone, whether
they bring in private money or not.

“Private financing will not suit all
projects, and it does rely on relative
certainty of project cashflow over a
long term.

“It also requires the project to be

affordable, with a return paid on
capital,” he says.

Sinclair says organisations with
infrastructure plans are looking for
ways to unlock funding and pro-
ductivity, including infrastructure
funds and regional fuel taxes, as well
as project delivery options that in-
clude central and local government
working together in ways that give
each party what it needs.

“The City Rail Link in Auckland is
a good example of a workable option.
By putting a company in place to
manage a project that is jointly
owned by the Crown and Auckland
Council, a structure exists through
which the public purse can be
monitored effectively and the Crown
and Council have oversight, and yet
the freedom exists to deliver the
project under an independent board.”

She points to the regeneration of
Tāmaki, where theCrownhas a 61 per
cent stake in the Tāmaki Redevelop-
ment Company and Auckland Coun-
cil 39 per cent, as an effective way
to balance funding and oversight.

“Models where the delivery of a
project is put into a jointly governed
Crown-Council company enables
funding and allows for a balance of
monitoring, while effectively
separating them out from day-to-day
project involvement.”

However, Sinclair says that in this
complex arena, debate continues to
rage around one central funding con-

undrum. “In an environment where
there is a fixed pool of money avail-
able from Government, the need
exists to find other pools. Central
government might have more finan-
cial headroom to increase borrow-
ings, but local authorities may not
have the same ability.

“So the spotlight turns to the bene-
ficiaries of infrastructure, or private
capital, to generate the necessary
funding. Each of these options raises
issues: in relation to funding with
private capital, how to ensure a re-
turn? Who are the beneficiaries of
infrastructure and how is benefit ac-
curately recognised if value capture
is used?”

Joined up thinking needed for
value capture
Sinclair says there’s already a move
towards a value-capture funding
model. “The model where benefici-
aries of the infrastructure contribute
towards its construction is being used
successfully overseas, and is coming
to New Zealand. In some ways it’s
already here, with targeted rates and
development contributions in place
for the past 10 years, so it may not
be a particularly big leap to apply the
approach to infrastructure projects.”

An example is the previous
National Government’s Crown Infra-
structure Partnerships regime which
signalled that homeowners would
pay over time via targeted rates for

new or improved infrastructure.
“It must be time to consider the

ways beneficiaries of infrastructure
pay for it,” says Sinclair. “The question
is how we should measure the
broader economic benefit of infra-
structure to a community — not just
the direct users — and should they
also help pay for it?”

Pointing to an oft-cited model of
success in this area, Crossrail in
London, she says key learnings from
the project are to provide a well-
defined justification for funding,
clearly articulate the benefits to the
city or region and, most importantly,
do these things early.

“Crossrail showed that joined-up
thinking is required. One of the
lessons is that you need strong lead-

ership and have to articulate the
benefits from the infrastructure that
will follow — andwhere and to whom
— to be able to capture it. Then, early
engagement has to happenbefore the
cat gets out the bag or the value uplift
has already accrued.

“The value has to be clear to the
people who will benefit, otherwise
their perception is that they are get-
ting charged for something they can-
not see. This value-capture exercise
across London was met with pretty
much zero resistance.”

Regulatory framework needs to
change
Fail says the regulatory framework in
New Zealand needs to change if a
value capture approach is followed.

“If this is coming down the road,
the legal framework will need to be
reviewed unless the value capture
model can be shoehorned into a
targeted rate,” he says.

“There are many stakeholders
with a role to play. Because we are
talking about public infrastructure,
we need the public to understand it
and bewilling to accept change in the
regulatory framework. This conver-
sation needs to happen early and on
a high level principle basis. Changes
to the regulatory framework that
need to follow are secondary com-
pared with the policy conversation.

“Timing-wise, we need to start
doing the thinking and having the
conversations now. And, though
there’s a huge focus on the cost of
new assets, we have to recognise the
equally significant opportunity cost
of not building new infrastructure.
● SarahSinclair is a construction
partner, andTomFail a bankingand
financepartner at
MinterEllisonRuddWatts.
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Michael Barnett, Auckland Chamber
of Commerce chief executive
Itwould easy tobepopulist and label it
privatisationandkill anotheropportunity
forAuckland. The reality is, existing
fundingmodels are failingusandwe
eitherneed to findan innovative response
to this or pay thepriceof a lackof
investment inour infrastructureover the
last 40yearswith lowproductivity and

community frustration.
Old-style asset recyclingwasessentially sellingone lot of
assets to fundotherpriorities— this oftenmeant sellingan
income-generatingasset to fundanother asset that didn’t.
Today it’s aboutmaintainingownership control, andnot
owning—anexampleof this couldbewithPorts ofAuckland
where the landand thebusiness couldbe separatedor
perhapsanenvironmentwherean investor of “likevalues”
might takepartial ownershipof anasset investing sayon
behalf of a superfundofNewZealanderswithonly the
intentionof investment andnot for sellingon.Of course, any
funds released should thenbe invested inour infrastructure
needs (transport). The important thingherewouldbe tohave
anarrative that articulated thebenefit toAuckland thatmay
notbe in cashbut in productivity, employmentopportunities
andgrowth.

Kim Campbell, Employers and
Manufacturers chief executive
Ifweare tohave sufficient funds for the
developmentofAuckland’s growing
infrastructureneedswewill need to find
more innovative fundingdevices.
Thecommunity appears allergic to rates,
and tolling the roads is consistently
blockedbycentral Government. Sowhat’s
left?

Recyclingof assets is a triedandprovendeviceoverseas
where city assets are identifiedasbeingunderused,
redundantor inappropriate, and sold. The fundsare
immediatelyput touse for items thatwill increase thecity’s
overall productivity.
Therearemany suchassets inAuckland. Theymayhave
someamenity value, but thebenefitsmayaccrue to a small
part of the community. This includes shares in airports, golf
courses, quarries, forests, transport corridors,water systems
and theatres— tonamea few.
Their sale is quite legitimateas longas themoney is put
tomoreproductiveuse immediately.Often the soldassets
becomemoreproductiveundernewowners, aswehave
discoveredwith the saleof our electrical generationassets.
NSWhasa longandsuccessful historyof this, including
BarrangarooandWhiteBay.

Paul Blair, Head of Institutional
Banking, BNZ
Governments faceever-risingdemands
fornewandbetter enabling
infrastructure. Asset recycling is oneof
the tools that havebeenusedsuccessfully
inNSWandotheroverseas jurisdictions.
NewZealandhas anopportunity to learn
fromthesecase studies.
Therearemanyother tools aswell

(includingmodern regulationof infrastructure sectors,
centralisedandspecialist procurement, integratedplanning,
governanceand finance, theuseof incentives toencourage
private sector and local government investment, etc) anda
combinationof approaches is likely tobeneededas these
are complexproblems.
NewZealand is anextremelyopeneconomy.Newand
modernbusinessmodels andexponentially expanding
technologymeanwearehighly integrated intoglobal
business flowsand trendswhichare changingat an
unprecedented rate. All this change, coupledwith
Government’s relatively limited risk appetite and the
complexityof legislating for and regulating this change,
meansGovernments need to lookat alternativemodels to
deliver the infrastructure required tomeetNewZealand’s
social andeconomicneeds.

What goes around . . .
Tim McCready looks at the opportunities for “asset recycling” and the Australian experience

A sset recycling enables the
Government to boost its
available funds by either
selling or offering a long-

term lease of underutilised, inef-
ficient, or surplus public infra-
structure to investors in the private
sector.

In exchange for the sale or lease
of those assets, the Government can
receive a large up-front, lump-sum
payment.

Capital received from divestment
can be used to revitalise existing
assets, or fund new and critical infra-
structure needs that might otherwise
have been unfunded or funded using
more traditional methods such as
raising taxes or increasing public
debt.
New South Wales
Since 2012, asset recycling has been
one of the core principles of Aus-
tralia’sNewSouthWalesGovernment
property policy.

The NSW Department of Premier
and Cabinet says that “real property
assets are only held by Government
when required, and in the formneces-
sary, to support core government
service provision.”

Australia’s asset recycling has ex-
tended to the sale or long-term lease
of public assets including ports, “poles
and wires” electricity assets and its
land titles registry, and has reached
a combined value of A$53 billion.

Former NSW premier Mike Baird
campaigned at the 2015 election on
a platform of infrastructure invest-
ment, of which the recycling of assets
was the method to achieve this.

Baird’s re-election demonstrated
that asset recycling and new infra-
structure funding mechanisms can
be economically effective as well as
politically popular — but they take
leadership and vision.

A recent report on asset recycling
by Property NSW showed over-
whelming support for the NSW Gov-
ernment’s policy of recycling prop-
erty assets to fund infrastructure and
better services.

Of those surveyed, 71 per cent said
they favoured leasing or selling
under-utilised assets over more tra-
ditional measures, such as raising
taxes or increasing levels of public
debt.

Interest from the US
During his visit to Australia earlier

this year, United States Vice-
President Mike Pence told business

leaders that the Trump administra-
tion hoped to emulate the Australian
model of infrastructure asset
recycling as part of the President’s

US$1 trillion infrastructure plan. New
York’s LaGuardiaAirportwas citedby
Pence as one example of an asset that
had the potential to be redeveloped

with the injection of private funds.
LaGuardia is so badly in need of

upgrades, expansion and
improvements that President Trump

has referred to it as “like from a third
world country”, contrasting it (and
other US airports) to the “incredible
airports” in Dubai, Qatar and China.

Upgrading Circular Quay

Sydney
Harbour with
the bridge and
Circular Quay.

It is estimated that the
numberof jobs in the iconic
CircularQuayprecinct in
Sydneywill increaseby
around4500 in thenext 30
years. The ferrywharves
andadjoiningpromenade
werebuilt in the 1940sand
arenearing theendof their
life. Theyarealsonot
compliantwith theDisability
Standards forAccessible
Public Transport.

For these reasons, they
are considered long
overdue for a facelift.

In order to fund the
upgrade, PropertyNSW is
divesting commercial assets
that are considerednot core
to servicedeliveryorof long
termstrategic importance.
This includes the saleof
rights to theground lease
rental incomeatDarling
Quarter for 30years, for an
upfrontpaymentofA$192
million.

The revitalisationof
CircularQuaywill support
newconstruction jobs, and
theupgradeswill deliver
improved transport services
andanenhanced retail
offering forworkers and
visitors, boostingeconomic
growthand tourism to the
precinct.

And what are the options for New Zealand?
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Driving lessons to learn from Singapore
continued from D16

“As congestion gets worse and worse
and electric cars increasingly make
up the vehicle fleet we will need
pricing to both manage our network
more effectively and replace petrol
tax with user charges.

“But it’s going to take time to build
public confidence and demonstrate
the benefits that pricing will bring. It’ll
be hard for NZ to go from zero to hero
overnight. That’s why we favour a
variable motorway charge as an in-
terim step.

“People can choose whether they
want to pay to enjoy a faster trip,
catch a motorway express bus ser-
vice, car share, or continue to use the
free local road network, take public
transport or walk or cycle. We can
then move to full blown satellite
pricingwhen there is sufficient public
confidence to support it.”

A push for alternative transport
Despite Singapore moving towards a
sophisticated and expensive road
pricing system, car ownership is low
by global standards. This is largely
due to the hefty price of a certificate
of entitlement — S$36,000
(NZ$36,790) for cars up to 1600cc —
which allows the certificate holder to
register, own and use a vehicle in
Singapore for a period of 10 years.

When you consider 12 per cent of
the small country’s land area is con-
sumedby roads, it is unsurprising that
Singapore’s Minister for Infra-
structure and Transport, Khaw Boon
Wan, has set a target for 75 per cent
of trips to take place by public trans-
port by2030, and85per centby2050.

Singapore is also significantly
boosting its bus fleet, rail network,
cycling paths, and the distance of its
covered walkways. Driverless cars
are tipped to be a further game-

changer. Singapore’s well-maintained
roads and contained geography
make it an ideal location for autonom-
ousvehicles, expected tooffer greater
fuel efficiency, reduced road conges-
tion and carbon emissions, and a
significant reduction in accidents.

Last year US autonomous vehicle
R&D firm nuTonomy ran a limited
public trial for the world’s first
driverless taxis in Singapore. Despite
one of nuTonomy’s self-driving cars
hitting a truck, the trial was consid-
ered a success. The company noted
the accident was due to “an ex-
tremely rare combination of software
anomalies,” and intends to launch a
commercial service in Singapore in
the next year.

It is therefore not unthinkable that
at some point, mass use of driverless
cars and public transport could re-
move the need for congestion charg-
ing altogether.

There’s something in the water

“Our water and
environmental engineers

are worried about what the
future holds for

environmental compliance and
the provision of safe drinking

water across the country.
Steve Finnemore

James Penn

The waterborne
gastro bug
temporarily
closed
businesses in
Havelock North.

T he water system of England
and Wales was privatised
under the administration of
Margaret Thatcher in 1989.

However, attempts to do the same in
Scotland were met with significant
opposition, and the utilities were
ultimately centralised and kept in
public hands.

This is the fork in the road — some
argue — that New Zealand now faces
as it moves to address a patchwork
system of regional water infra-
structure.

Steve Finnemore, a Director at
Harrison Grierson Consultants, says
change of some form is sorely
needed: “Our water and environmen-
tal engineers, many with interna-
tional expertise, are worried about
what the future holds for environ-
mental compliance and the provision
of safe drinking water across the
country.”

New Zealand’s water infra-
structure currently involves 67 differ-
ent water management organisations
around the country, primarily local
councils. Regulation is similarly frag-
mented: environmental compliance
is the domain of 11 different regional
councils and five unitary councils;
while drinking water compliance is
overseen by our 20 District Health
Boards.

Finnemore,who has been advising
councils on water infrastructure pro-
jects for more than 20 years, says this
leads to shortfalls in a number of
areas. “There is poor investment guid-
ance and too much local political
interference,” he says.

At this week’s Building Nations
Symposium, hosted by Infrastructure

NZ, high level figures from each of the
United Kingdom’s two systems will
present the cases for their adoption.

Ken Hutchison, Managing Director
of Scottish Water International, will
argue the Scottish model should be
pursued by New Zealand.

Andrew Chesworth is Director,
Risk & Return at Water 2020 within
Ofwat (regulator of the water sector
in England and Wales) and will argue
the UK regulatory model operates
effectively in a similar legal and cul-
tural environment to New Zealand.

Some moves in the direction of

corporatisation have been proposed
in recent years — but nothing that
goes as far as full privatisation. The
Local Government Act 2002 Amend-
ment Bill (No.2) currently sits before
Parliament, and would give the Local
Government Commission the power
to recommend amalgamating coun-
cil-owned assets into Council Con-
trolled Organisations (CCOs).

These CCOs would operate at
arm’s length from the council, who
would retain ownership. The model
is essentially that of Watercare in
Auckland and advocates argue it

would introduce the type of ef-
ficiency and accountability only cor-
porate entities can.

But Local Government NZ has ar-
gued that compelling the adoption of
CCOs would be the first step to “amal-
gamation by stealth.”

“If you take water and roading
away from a lot of councils you are
fundamentally taking a major part of
what they do away,” said Lawrence
Yule, then-President of Local Govern-
ment NZ in 2016. “Particularly if you
are a small council, you’re left with
what? No criticalmass. Then they say
‘well should we merge somehow?’”

However, others consider the
amalgamation of New Zealand’s frag-
mented system is exactly what is
needed.

“There is poor investment guid-
ance and too much local political
interference,” says Finnemore of the
New Zealand system. “In England and
Wales, DEFRA provides clear invest-
ment guidance utilising the AMP
(asset management plan) process. In
Scotland, the Minister provides ‘Qual-
ity and Standards’ guidance.

“Thewater providers in the UK are
not subject to local political interfer-
ence, as experienced by local coun-
cils and the politicking of elected
council officials over issues such as
chlorination of water supplies.”

In Scotland, Scottish Water has its
pricing regulated by theWater Indus-
try Commission for Scotland; while
Ofwat performs that role for private
providers in England and Wales.

Proponents of full privatisation say
investment fromprivate parties leads
to greater improvement in water
quality and operational standards.
Such improvements are certainly
needed in New Zealand.

Numerous water quality and pro-
vision scares have been observed in
recent years, from Auckland’s water
supply scare this March, to Havelock
North’s 2016 campylobacter out-
break, to the costly wastewater treat-
ment failure in Whanganui in 2013.

But others say this investment is
possible regardless of ownership, and
it is simply the structure of the sector
that matters.

“The fragmentation of the sector
means economies of scale opportun-
ities are limited as are opportunities
for cross subsidies from large rating
communities to smaller rating com-
munities,” says Finnemore.

“Undoubtedly the winners of the
enlarged Watercare following reform
inAucklandwere the rural communi-
ties of Rodney and Franklin, with
investment funds available to up-
grade and modernise infrastructure.

“What hope do councils in NZ, with
declining and ageing ratings bases,
have to upgrade infrastructure?”

Finnemore considers the Scottish
model to be the more appropriate
direction of travel.

However, though consolidation
would deliver benefits, he says three
providers nationwide may be more
appropriate in the New Zealand con-
text than Scotland’s single provider
(Scottish Water).

This is because Scottish Water has
the benefit of “benchmarking” per-
formance against that of the private
providers across the border in Eng-
land and Wales.

“By having say two providers in
the North Island and one in the South
Island, benchmarking can be used to
drive gains in knowledge, pro-
ductivity and performance,” says
Finnemore.

Infrastructure
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Driving lessons from Singapore
Is smart-tracking the key to solving
Auckland’s congestion problems? Tim
McCready looks at the Singapore solution

I have absolutely
no doubt that we

will need to
introduce satellite

based road pricing in
New Zealand in the

future.
Stephen Selwood
Infrastructure NZ

continued on D15

S ingapore aims to have the
world’s most advanced road
pricing system by 2020. The
Global Navigation Satellite

System (GNSS) will make Singapore
the first city in the world to include
a dynamic distance, time, location,
and vehicle type road pricing
scheme.

The S$556 million (NZ$566m) pro-
ject was won by NCS and Mitsubishi
Heavy Industries Engine System Asia
— a price that is less than half the S$1.2
billion submitted by the other quali-
fied bidder, ST Electronics.

The island-wide system will use
satellite navigation technology to de-
tect and measure distance travelled,
as well as provide real-time traffic for
every road user. Drivers will be
warned before entering a charged
road, giving them the option to divert
elsewhere if they prefer.

Parking informationobtained from
everydriver andautomatic streetside
carparking will mean circling around
for a carpark and digging around for
cash to buy a parking ticket will be
a relic of the past. In areas where
satellite coverage could be weak (in-
cluding tunnels and beneath
viaducts), it is anticipated that signal
beacons will be put in place.

Though some say the new system
will mean personal cars become less
about freedom and more like a “pri-
vate taxi”, Singapore has long been
ahead of the world in road user
charging. In 1998 — when Auckland
was suffering from a five-week power
outage in the CBD caused bymultiple
power cables failing — Singapore was
rolling out what was then the most
sophisticated urban congestion
charging system on the planet.

This gantry-based electronic road-
pricing system targets roads that are
heavily congested, and mostly oper-
ate at peak times, applying prices to

achieve aminimum “level of service”.
Though some privacy concerns

have been raised around the level of
surveillance that comeswith tracking

all road users, there are similar issues
withother formsofmodern transport.

Public transit cards and Uber in-
volve various levels of tracking, but

are becoming increasingly accepted
as the price youpay for simpler travel
and increased technology.

Lessons for Auckland
Peter Neilson, Project Director for

Auckland Smarter Transport Pricing
says Singapore was one of the cities
looked at in an international review
as part of the joint Council-
Government project established to
explorewhether congestion pricing is
right for Auckland.

“Lessons of that review and other
project updates will be included in
the Phase 1 report, which is on track
to be completed by the end of the
year,” he says.

Stephen Selwood, chief executive
Infrastructure New Zealand supports
satellite pricing, but prefers a variable
motorway charge as an interim step,
that could adjust prices up and down
to maximise traffic flows on the net-
work.

“I haveabsolutelynodoubt thatwe
will need to introduce satellite-based
road pricing in New Zealand in the
future,” he says.
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