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The National Infrastructure Unit

_ A Established 2009, within Treasury.

A Work with central government, local
INFRASTRUCTURE government and private sector, to

=V IV ]

vvvvv 1 Look across all the infrastructure sectors to
facilitate, and co-ordinate

= 7 Promote common understanding/
consideration of future challenges

A Informed by the National Infrastructure
veoate [N Advisory Board.
A Focusedon supportinHighdel i

performing infrastructure supporting higher
living standardso .

HIGHER LIVING
STANDARDS

| N (\anaging
Risks
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Strategic Framework

Infrastructure policy and thinking is coordinated and guided Vision
through the National Infrastructure Plan, first released in By 2030 New Zeal andbd

. resilient, coordinated and contributes to
2010 and followed up In 2011. economic growth and increased quality of life

Strategic future focused document i

. . Outcomes

Natiors| common direction for how we plan,
Infrastructure fund, use infrastructure Betier use of existing Better allocation of new
Plan . :

A key purpose is increased certainty

Two outcomes i demand and supply Principles

Six principles to underpin policy

development and advice

Funding mechanisms Coordination

With the National Infrastructure
valuable first step, Advi s or yStaeoftred ,
providing context, key Nati ono reports
investment principles and infasucure 2012 and 2013. These provided a
an initial set of priorities. review of the past year and a look
ahead to the next year.

The 2010 Plan was a




Economic Context
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A New Zealand has sizable manufacturing and service sectors complementing a highly efficient export-
oriented agricultural sector (with commodities accounting for around half of total goods exports.)

A Exports of goods and services account for around one third of real expenditure GDP.

A The economy is growing solidly, with real GDP up 3.9% in the year to June 2014, and the outlook remains
positive. This is flowing through to job growth and wages rising faster than inflation.

A The fiscal position has improved markedly over the past six years. However, the large fall in export prices
(particularly for dairy products) and softer domestic inflation (down to only 1.0% in the year to September)
are adversely impacting on forecasts of nominal GDP and therefore tax revenue.

AWe stil!l have a Aproductivity gapo compared to ot
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Government Objectives

AThe Gover n mtermtebtobjectivenrenuires net debt to remain consistently below 35% of GDP and to be
brought back to no higher than 20% of GDP by 2020.

A Consistent with this, the objective for the operating balance is to return to an operating surplus sufficient to meet
the Governmentds net capital requi r e meSuperannuatianlFund.i ng c

A The current short-term fiscal intention is for the operating balance excluding gains and losses to be returned to
surplus as soon as possible and no later than 2014/15, subject to any significant shocks.

A Current forecasts are for net core Crown debt to peak at 28.7% of GDP in 2015/16, and for the operating balance
excluding gains and losses to be returned to surplus in 2014/15.

Total Government Plant, Property and Equipment and
annual additions (dollar millions) $60 billion

120 18 . .
= GlpasovernmentPlant Property and Equipment Potential Auckland transport investment
110 ' ——additions (RHS) 17 over next 30 years

(LHS)

100
1s $3.8 billion

Projected Crown spend on local
infrastructure and crown assets in
18 Christchurch

90 r

Dollar millions

80
70

60 r

11 $45 billion
Replacement value of three waters assets

50

2007 2008 2009 2010 2011 2012 2013 2014
Source: The Treasury
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| nfrastructureodos cont |

Recent work by Treasury on the future economic story identifies the role infrastructure plays through the
dimensions of prosperity, sustainability and inclusiveness.

A Prosperity i Infrastructure is fundamental to moving people, information and freight to and between
businesses and markets.

A Sustainability 7 Strengthened planning and management can better utilise existing assets and target
expenditure to deliver infrastructure that is resilient and fit for purpose in the ling-term.

A Inclusiveness i Infrastructure enables individuals to engage with and participate in the economy, social and
recreational activities.

This is reflected in the shared description of a successful New Zealand economy developed by the economic
Chief Executiveos, and especially in their third prio

High quality natural and built environment that supports future economic growth

The opportunity
Infrastructure plays a significant role in supporting Government priorities, ranging from

housing to export growth to education.

Each year, the Government spends approximately $30 billion with third party suppliers and on average
$5-6 billion of property, plant and equipment is added to the government balance sheet.

Better decision making and a focus on a long-term investment approach can deliver flexibility and
create opportunities for the medium term fiscal strategy.
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National Infrastructure Evidence Base
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Summary of findings

A The overall state of New Zealand infrastructure is positive.

A New Zealand has broadly the right infrastructure, in the right
place, providing the right quality of service.

A However, there are a number of challenges ahead and
traditional systems will not be sufficient to meet these.

A To overcome these challenges, New Zealand needs to develop
a more sophisticated approach to infrastructure management.

A more holistic approach to asset management

Better use of data and more effective decision-making

Adopting innovative approaches that move away from supply-side solutions
Regional and inter-agency collaboration

More integrated planning regulation

Resilience
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Nine Systemic

Challenges

Summary of the nine long-term and

systemic challenges to be addressed

Economy

ata and asset management

Resilience:
Understanding of cnticality and key
Inchpol :

Shift to interdependencies, levels of
Service and community
preparedness.

Longerterm view, increased focus
on adapting to slower changes over

time eg,.climate change

Governance and tools

Demand mandtys

Regulations [ standards

d procurement
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Two stories and the headwinds

From the first national

infrastructure evidence D
base two stories were Ol - Ing abij Rising debt across Councils
emerging: T ity to fund Population decline in many areas
. . Increasing fixed income i over 65+
The first is focused on
managing the
demands of growth in
major urban areas
The second is
managing long term
provision in areas of
opulation decline.
Pop 05\5 Environmental/health & safety standards
= ‘5.\“9 Y Technology and complexity
The chart to the right o cre? Bow wave of renewals
— \\ Construction index

summarises the

second of these :
stories. Short Timeframe A Long

Between 2011 and 2031, 56 TLAs (84%) are projected to decline overall in ages 0-64.
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