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Introduction:
Driving urban development forward
This time last year we focussed in on the local government infrastructure funding puzzle: the
pressing need for infrastructure investment and the financial constraints preventing it from
occurring. In the 12 months since then the government has taken important steps towards
addressing aspects of the funding puzzle and the delivery of infrastructure generally.
In this report, we analyse the key initiatives, legislation introduced, reviews underway, and
proposals being developed to move urban development forward.
We also comment on other planks in the government’s Urban Growth Agenda, which aim to
enable more effective and timely infrastructure delivery, including the Kāinga Ora – Homes
and Communities Bill (section 2). And we take a look at some of the practical aspects of the
infrastructure planning and construction environment (sections 3-5).
Within these developments, our local authorities still need the freedom to exercise initiative
and innovate in partnership with other stakeholders, and in response to their circumstances.
Key to this will be finding the right mix of central and locally led avenues for effective and
long-term delivery of urban growth – especially with regard to housing supply, roading/public
transport, and three waters.
Funding and financing constraints were only ever part of the equation. Now the conversation
returns to what has always been a key focus for local authorities – delivering and managing
high quality infrastructure solutions that cater for the current and future needs of their
communities, and drive urban development forward.

Now the conversation
“returns
to what has always
been a key focus for local
authorities – delivering
and managing high quality
infrastructure solutions
that cater for the current
and future needs of their
communities, and drive urban
development forward.

”
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Innovative solutions to fund
and finance delivery

Unprecedented population growth in the last decade, coupled with ageing network infrastructure threatened
by climate change, has seen a tidal wave of infrastructure investment requirements wash over New Zealand in
recent years.
When combined with constraints on local authority spending and revenue-gathering under the former
government’s “better local government” reforms, this tidal wave has led to an urgent need to identify new
infrastructure funding and financing solutions.

Solutions on the way
Fortunately, there has been a clear and decisive response from central and local government alike. Informed
debate, and a review of international best practice, have identified new structures to facilitate private
investment in infrastructure, unshackled by existing debt constraints.
The first initiative out of the gate was the ‘encumbrance model’ developed by Crown Infrastructure Partners.
This model relies on beneficiaries of network infrastructure agreeing to pay an infrastructure payment to a
‘Special Purpose Vehicle' (SPV), tasked with financing and procuring the delivery of the infrastructure.
However, the application of the encumbrance model is constrained by its voluntary nature. To address this, the
government has announced that it is working on a proposal for a new infrastructure levy as part of its Urban
Growth Agenda. It is hoped that the proposed infrastructure levy will be able to unlock the limitations of the
encumbrance model and provide a lasting solution to existing funding and financing constraints.

as $14 billion
“ofAslocalmuch
government
infrastructure is at risk from
sea level rise.

”

– [LGNZ report] Vulnerable: The
quantum of local government
infrastructure exposed to sea level rise

And there is more to come, with news that the entity created by the Kāinga Ora – Homes and Communities Bill
may have its own right to levy targeted rates, development contributions and betterment charges.
What these models have in common is a right to committed cashflows against which private finance can be
raised by an SPV, which may not have been achievable on local government balance sheets.

A shift in focus?
But the benefits should not stop there. Overseas, similar ‘SPV’ financing models have brought broader benefits
such as greater transparency (identifiable payments for particular projects) and the fostering of a “growth pays
for growth” culture. With a bit of luck, these models could help to shift the infrastructure funding discussion in
New Zealand from a focus on cost control, to one that recognises the benefits of investment.
Now, with financing solutions on the way, along with the Productivity Commission review of local authority
funding generally, the time is right to focus on delivery.
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From identification to approval:
the specified development project pathway
Large-scale and complex projects, called ‘specified development projects’, will enable Kāinga Ora to access a range of significant statutory powers to fast
track urban development.
This process includes two stages of public consultation, Ministerial oversight, and review of submissions by an Independent Hearings Panel. There are no
indicative timeframes for this process, however it is intended to streamline the current situation.

[Source: Ministry of Housing and Urban Development – Housing and
Urban Development Authority – Overview of proposals Nov 2018]
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Ora adds muscle to the
2 Kāinga
urban development agenda
Any proposal that facilitates and fast-tracks integrated planning of high quality urban
development projects should be encouraged. The government has taken the first step
with the introduction of the Kāinga Ora – Homes and Communities Bill.
Introduced in May, this Bill (the first of two) essentially brings together Housing New
Zealand, HLC (2017) Limited, and the KiwiBuild Unit into a single entity – to be up and
running by the end of 2019. Interim Kāinga Ora chair Sir Brian Roche has said that this
amalgamation will create a ‘one-stop shop’ that allows for a streamlined, effective and
consistent approach to deliver housing “at scale and pace”.

How will Kāinga Ora function?
A second Bill, to be introduced later in 2019, will set out Kāinga Ora’s special powers
required to undertake its role as the government’s lead agency to deliver urban
development – including everything from housing development and supporting facilities
(eg schools, libraries and swimming pools), to transport links and new infrastructure. The
Bill will likely empower Kāinga Ora to:
•

produce development plans for each “specified development project” outlining the
development process and setting out resource management planning rules [see
page 8 for more detail]

•

override, add to, or suspend land use rules in the district plan, regional plan and
regional policy statements

•

issue resource consents (with shortened timeframes for processing consent
applications and truncated appeal rights) and undertake compliance and monitoring
of consents

•

remove, change, replace, or put in place designations for infrastructure

•

act as a heritage protection authority

•

access funding for infrastructure and development activities (including the right to
levy targeted rates, development contributions and betterment charges)

•

reconfigure reserves (certain types, with approval of the Minister of Conservation)

•

acquire private land under the Public Works Act 1981

•

suspend, make or amend bylaws.

Note: The delay in introducing the key provisions may indicate a lack of consensus in the
coalition government. Given this possibility, the final form of Kāinga Ora's powers will be
interesting.

How effective will Kāinga Ora be?
Establishing Kāinga Ora is a bold move but boldness may be just what is needed. The
Ministry ambitiously stated that the first projects under Kāinga Ora could be up and running
in early 2020, with three initial project areas identified in the Auckland suburbs of Mangere
and Mt Roskill, and also in Porirua.
Major projects could clearly advance more rapidly with the power to override district plan
provisions and to compulsorily acquire land. The arrival of Kāinga Ora also aims to provide
a solution that coordinates the different aspects of urban development, particularly for
'brownfields' development where more issues commonly arise.
However, there are a number of major uncertainties with Kāinga Ora that will persist until
the second Bill is introduced. These include the various hats Kāinga Ora will have (as public
landlord, regulatory authority, and applicant) and the breadth of its proposed functions and
powers.
The potential breadth of its powers is a two-edged sword when it comes to getting potential
projects off the ground soon. Broad powers would make Kāinga Ora more effective in
pushing development through, but would also generate additional debate about whether
the Bill goes too far.

Stepping on toes – will Kāinga Ora usurp the role of
local authorities?
The government has signalled that Kāinga Ora will have extensive
powers to achieve its mandate. These are likely to include the
powers to override, add to, or suspend land use rules in district
and regional plans and regional policy statements; as well as the
power to issue resource consents and undertake compliance and
monitoring of consents.
However, importantly, the Ministry advises that regional councils
will remain as consent authorities for regional consents within the
project area. This appears to run counter to other aspects of the
proposals and could leave barriers to Kāinga Ora’s effectiveness,
particularly if projects involve development of green field areas
and necessitate water takes or discharges.
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Future tools for
advancing urban growth

Innovative solutions in the form of Kāinga Ora and funding and financing models for
large-scale infrastructure should provide some momentum for major projects. But
perhaps what is most encouraging is that these are only part of the picture.

What other ideas could local authorities push for or pursue?

With the government working on a broader and deeper range of new tools in the
development pipeline, local authorities should soon have greater options to assist with
the full scope of urban growth delivery.

•

tackle land fragmentation issues by identifying land with high urban growth potential
and approaching landowners to partner on housing and infrastructure development

•

ensure stronger integration between district plan rezonings and regional plan
environmental limits to smooth the way for developments

•

link public and private funding sources to help unlock potential benefits to existing
landowners, and the wider public interest through efficient urban growth

•

reduce tensions between competing national directions (such as National Policy
Statements).

Tools currently in the pipeline
Infrastructure Commission
The New Zealand Infrastructure Commission/Te Waihanga Bill should have an
autonomous Crown entity running by October, with a goal of encouraging and
co-ordinating infrastructure developments – including providing support to local
authorities. Local authorities will be able to have their infrastructure needs incorporated
into strategies produced by the Commission.
Resource Management Act (RMA) reform
Expect to see the Labour-led government look to reverse some of National's 2017
amendments to the RMA. Whether the government also seeks to make the RMA more
enabling of housing and infrastructure development remains to be seen. The release of
the first set of national planning standards, and creation of a central RMA Oversight Unit,
signal a move towards more centralised direction of RMA processes. In the meantime,
increasing demand for urban growth may make central government increasingly open to
requests to use the RMA’s streamlined planning process.
Climate change responses
Councils that have declared climate emergencies are urging the government to facilitate
stronger mitigation and adaptation measures. Currently, we expect to see the to-beestablished Climate Change Commission work with local authorities on climate change
mitigation and adaption. Plans to give the Emissions Trading Scheme (ETS) stronger teeth
will encourage the development of carbon-neutral housing and infrastructure.

Integration initiatives:

Modification and revival of Special Housing Areas
Labour has opted not to extend the Housing Accords and Special Housing Areas Act beyond
September 2019, but some local authorities have found special housing areas effective. Our
experience shows that options which allow local authorities to innovate in partnership with
other stakeholders, and in response to their circumstances, provide effective avenues for
delivery of housing and infrastructure.
So, in light of the partial success of the Special Housing Areas scheme, we think local and
central government should be considering how it could be modified and revived to deliver
further urban growth.
Regulatory framework that allows better integration of measures aimed at addressing
climate change, housing, and infrastructure
The Zero Carbon Bill and ETS reform are on the government agenda. These reforms and any
RMA reforms could be shaped to empower local authorities to take a lead on integrated
housing and infrastructure developments that mitigate climate change risks. Local
authorities could leverage off the goals set under the National Policy Statement on Urban
Development Capacity (NPS-UDC) and seek increased powers to deliver on those goals as
part of a truly holistic approach to the delivery of efficient, sustainable and effective urban
growth.
In addition to pushing for strong national-level coordination, effective urban growth will
best serve local needs if it is tailored and driven locally in a way that integrates with local
plans and aspirations.
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What’s next for three waters?

In the midst of ongoing reform for three waters, we think there is room for new thinking around what
‘centralisation’ could look like, and further encouragement for local authorities to explore and unlock the
potential benefits of consolidating resources.

Ongoing reform
Three waters reform arose out of the Havelock North crisis in August 2016. The resulting extensive inquiry
found widespread systemic failure of water suppliers to ensure safe supply of drinking water. Issues were
identified across all three waters in relation to funding and affordability, infrastructure quality, governance and
capability of water service providers.
There is also increasing regulation and community expectations in relation to freshwater, and in particular
strong recognition of the importance of Te Mana o Te Wai, which is a priority for the government.
A key issue is assisting local authorities with ensuring that their infrastructure is up to the standards expected.
While in some areas there has been significant investment into determining the state of infrastructure and
future needs, in other areas communities are making do with ageing infrastructure.
Overall, the state of the three waters throughout New Zealand is not well understood and a third party or
government audit could assist local and central government in determining the investment that is required for
the future.

A strategy for three waters

Consolidating three waters infrastructure
Watercare and Wellington Water are examples of
how local authorities can group water service arms
into regional providers to achieve economies of scale,
and provide for career development for employees
working on the three waters that may not have been
available within a local authority.
We see advantages in these models, including in
smaller areas, as it means that officers with this
expertise are able to fully develop their knowledge
and skills in the water infrastructure area without
being diverted onto other projects. However,
geography may be an issue for grouping some local
authorities.

National-level leadership and support
(possibly through a new regulatory body)
could:

While three waters infrastructure will continue to be a critical area for councils to invest in, it is largely unseen
by the public and can be undervalued in comparison with more visible and attention-grabbing council projects.

•

publish and audit wastewater and stormwater
performance information

The three waters reform could see councils or their water services arms grouped together into large regional
water providers [see side-box], or a central water service. However, all communities have different issues – if a
central water service is established it would need to be sufficiently nimble to address local-level needs.

•

certify and audit wastewater and stormwater risk
management plans

•

set clear expectations for the monitoring and
enforcement of regulatory requirements

•

support industry training and certification
schemes (include kaitiaki/marae caretakers)

•

develop a nationally-coordinated approach for
addressing emerging contaminants

•

commission science and technical advice,
including mātauranga Māori.

Rather than a central service responsible for three waters infrastructure throughout New Zealand, we consider
that allowing an approach that is more tailored either by location or by need may be preferable. For example,
a centralised agency may not be necessary if there is a clearer set of expectations and guidance that provide
clarity to local authorities about what is required of them (while still reflecting the realities of small and
large communities), as well as a centralised group of experts that local authorities could call on for advice or
assistance with planning and maintaining water services [see side-box for examples of possible centralised
functions].
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Three waters - Resource Management
Act considerations

Complying with the National Policy Statement for Freshwater Management
In consenting or re-consenting water takes and wastewater discharges, many local authorities (both small
and large) will have to meet more stringent requirements associated with discharges in order to comply
with the National Policy Statement for Freshwater Management (NPS-FM).
Costs

Recognising fresh water ‘personhood’

Historical ways of carrying out these activities are unlikely to cut it in the future as fresh water and
activities affecting it come under greater scrutiny. This has the potential to greatly increase project costs
and will require councils to undertake robust options analysis to determine whether their project will
meet the NPS-FM requirements – adding time, cost and complexity to water projects.

Recognition of the Whanganui River as a person
shows that New Zealand is moving towards a different
way of considering freshwater.

The outcomes are intended to be better for the environment, and will likely be more culturally sensitive.
We anticipate that land based wastewater discharges will become more common but recognise that this
will come with additional costs and may create new challenges for local authorities.
Risks
Failing to consider freshwater management issues, and the requirements of both the NPS-FM and the
Resource Management Act, will be risky for local authorities – the risks are that either a consent could be
declined or be subject to very onerous conditions. Careful planning is therefore required, as dealing with
three waters is not optional – potable water must come from somewhere and wastewater and stormwater
have to go somewhere.
Opportunities

It raises the question around whether this type
of recognition should be broader – should all
water bodies be given the protections and cultural
recognition that comes with being recognised as a
person?
If this concept is adopted, decisions will need to be
made at a national level on how this will be funded,
and how to ensure the people speaking on behalf
of the water are adequately resourced to do so in a
meaningful way.
We suggest that this funding should come from
central government, given the importance of fresh
water quality and quantity on a national level.

We see benefits in considering three waters issues in their wider context and looking for synergies
between projects dealing with water infrastructure and other national and local priorities such as climate
change, health, and productivity. For example:
•

encouraging local authorities to explore options for treating and disposing of wastewater that enable
them to offset the cost using carbon credits gained through planting of irrigated forests

•

continuing and strengthening the trend towards integrating green stormwater treatment
infrastructure with high-amenity recreation areas that will have benefits for physical and mental
health for those living in cities

•

investing in research into alternative food production options that have lower demand for fertilisers,
lower potential for contaminating drinking water sources, and present a genuine profitable alternative
for farmers.

15

16

5 The future of infrastructure procurement
How ‘framework’ contracting works

Navigating capacity constraints is an important consideration for infrastructure
delivery. Local authorities are adjusting well to, while also realising the benefits from, a
collaborative approach to construction procurement.

Framework contracts are being used in the local authority sector to ensure that a
programme of works will be delivered by a group of contractors. Councils and CCOs
that have recently implemented framework contracts include Christchurch City
Council, Queenstown Lakes District Council and Watercare in relation to the delivery of
infrastructure assets over a period of time.

Benefits of collaborative approaches and ‘framework’ contracting
High profile struggles and failures within the construction sector have led contractors
and clients to seek procurement models that focus on creating the right outcomes for
each project.

Under a framework contract the client asks the framework contractors to provide a
quotation for a works package and selects one of the framework contractors to carry
out the works package under standard terms.

A fair allocation of risk is now critical to ensure that the best contractors will tender for
projects. Contractors will no longer consider taking on risks that they cannot control (eg
unknown ground conditions, inclement weather, design creep etc).

The number of framework contractors varies depending on the scope of the project,
but may be anywhere between one to five. The fewer the better, because contractors
will not offer the best rates if their chance of being selected is low.

For local authorities, this has meant exploring alternatives to competitive tendering and
embracing collaborative approaches to procurement instead – including ‘framework’
contracting. This has already been used by many local authorities and holds benefits for
both parties.

From a client point of view, there are real benefits. They do not need to competitively
tender each works package, and have a pool of contractors (who have gone through
a competitive tender process to be part of the framework arrangement) with the
experience to carry out the works package.

The collaborative approach has led clients and contractors to develop tools on how
to best manage risks in a construction contract. These tools, including risk registers,
early identification of risks, sharing of risks (eg sharing the time and cost risk), and
incentivising management of risks through performance regimes, are now all common
in contracts.

New Government Procurement Rules (4th edition)
The new Government Procurement Rules (4th edition) come into
force on 1 October 2019, but can be used immediately. They are
more prescriptive, expressly encouraging and in some cases requiring
agencies to consider secondary benefits, including environmental,
social, economic and cultural outcomes when making sourcing
decisions.
Construction procurement (rules 18, 64, 69)
•

The Rules will apply to a greater number of new construction
works, with the relevant value threshold lowered from $10 million
to $9 million (with provision for an annual review).

These contractors may also be locked into prices, or at least margins, and will have
agreed on the terms of contract. The procurement process is therefore streamlined and
clients can avoid having their projects unduly delayed.
•

A rule referring to Private Public Partnerships (PPP) procurement and the
requirement to consult with the Treasury PPP team has been removed.
There is a new requirement that all procurements of infrastructure
with a total ownership cost of $50 million must consult with Treasury’s
Interim Infrastructure Transactions Unit, established in November
2018, and will soon shift to the new NZ Infrastructure Commission/Te
Waihanga.

•

“Where appropriate”, agencies are required to apply the good practices
set out in the Construction Procurement guides when procuring
construction works. There are four Guides published by MBIE, including
“matching capability to complexity” and “risk and value management”.
Where the guides aren’t used, agencies must be able to produce
documented evidence of the rationale for not doing so.
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Conclusion:
Building ‘growth-ready’ regions
With the return of the well-beings, local authorities are tasked with promoting the sustainable,
economic, environmental, social and cultural wellbeing of their communities, in ways that make
best use of their resources. And they are asked to do this while under increasing infrastructure
capacity constraints, unrelenting population growth, and economic and environmental pressures.
Without fresh thinking, additional support and innovative tools to tackle delivery, many local
authorities were always facing an uphill battle to catch up with and eventually get ahead of the
urban development needs of their districts.
Funding and financing solutions are a good start, and seem promising when considered alongside
progress on other planks of the government’s Urban Growth Agenda – including the new entity
signalled by the Kāinga Ora – Homes and Communities Bill.
Admittedly, there are a lot of unknowns regarding the final form and breadth of Kāinga Ora’s
roles and powers (which look set to be both ground-breaking and extensive) especially to what
extent its operations will support or override existing local authority urban growth agendas. But,
we’ll have a better idea of the impact of the full package of initiatives, including Kāinga Ora, once
they are fully fledged and applied to real-world projects.
The ageing state of three waters infrastructure and the increasing threat of climate change on
infrastructure generally, are both key issues still in search of comprehensive solutions. Councils
should be bold in approaching these issues with new ideas, and the solutions could ultimately
rely on the respective foresight, initiative and innovation of each local authority.

If we want to break the
“infrastructure
deficit cycle,
establish a culture of investing
in growth, and provide the
framework for tomorrow’s
communities to thrive, then
we need to equip and position
our local authorities to lead
the way.

”

Politically it can be a difficult task for any government body, local or otherwise, to generate
public support for infrastructure spending before need manifests as crisis and is put under the
mainstream media spotlight.
However, if we want to break the infrastructure deficit cycle, establish a culture of investing in
growth, and provide the framework for tomorrow’s communities to thrive, then we need to
equip and position our local authorities to lead the way.
Not only trusting them with tools to drive development that is responsive to specific local
need, but also to generate the resources and community support for growth infrastructure
planning. We need to ensure our future leaders aren’t dealing with a déjà vu deficit of essential
infrastructure, but instead are able to focus on growing and empowering their communities to
succeed and lead in years to come.
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