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Dear Dr Brash

Property Council New Zealand appreciates the opportunity to contribute to discussion pertaining to
the work undertaken by the 2025 Taskforce.

Property Council is New Zealand's property voice. We represent all forms of commercial property
and commercial property investment in New Zealand. We seek to promote property as a critical and
important asset class, occupying a cornerstone position in investors' diversified portfolios, and which
provides low risk stable income streams that are so fundamental to the wellbeing of a growing
generation of retired New Zealanders.

GENERAL ISSUES

New Zealand has been outpaced by Australia in terms of overall economic performance. The
primary difference between the two countries has been New Zealand's lurching endorsement of
policies that are designed to redistribute incomes vis-a-vis Australia's preference for policies that
create wealth.

Australia's savings base, its focus on increased productivity, as well as labour market reform has
allowed it to outperform New Zealand. We also note Australia's focus on harnessing its mineral
resources - an outcome made possible because of a willingness to develop infrastructure and enable
mining investment. This has contributed to the relative success of the Australian economy
notwithstanding the global economic recession.

New Zealand has performed relatively poorly in terms of its overall economic performance. Despite
high commodity prices and cheap credit during the early period of the new millennium, New Zealand
has failed to significantly increase national savings, workplace productivity, or rein in budget deficits.

New Zealand's education system is failing to produce enough graduates to fill current and future skill
shortages across a range of industry sectors. Thousands of young New Zealanders leave school
without having gained basic literacy and numeracy skills necessary to qualify for jobs that attract
high wages and salaries. A case in point is the building and construction sector, which for a number
of years now has struggled to attract suitably literate and numerate school-Ieavers.

If these trends continue, New Zealand will never catch up to Australia.
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APPROACH TO TAXATION AND INVESTMENT

Property Council's national policy framework is underpinned by a vision to: ".... promote and advance
New Zealand commercial property as a favoured investment option". A broad public policy approach
to taxation and investment should be underpinned by the following principles:

• it is critical that New Zealand is not at a tax disadvantage with Australia, or other key
markets with which we compete for development and investment capital;

• taxation should be consistent across primary asset classes to ensure investment decisions
are based on merit and not due to tax distortions;

• tax should be structured to ensure it does not disincentivise savings and investment;

• a transparent tax regime is required that results in tax being payable as if in the hands of
investors, not at the source; and

• tax should be structured in such a way as not to lose material leakage.

Hand-in-hand with investing in commercial property is the opportunity to increase public (e.g. Kiwi
Saver) and private savings. Property Council advocates for an increase in the wealth of all New
Zealanders through increased savings. Changes to tax policy should incentivise rather than penalise
savings.

Property Council's preferred approach to taxation would see tax policy actively incentivise and
encourage savings and investment so as to strengthen New Zealand's capital market. This outcome
would contribute to increased economic growth and productivity, which in turn would increase
personal wealth and enable the Government to increase tax revenue. The example of the Australian
compulsory superannuation scheme, with associated tax incentives and the resulting growth in their
capital markets provides ample evidence of the merits of such an approach.

Property Council submits that the commercial property sector would be a more effective contributor to
national economic productivity and wealth creation (compared to passive residential investment).
Commercial property investment complements efforts to grow a buoyant domestic capital market.

APPROACH TO PROPERTY RIGHTS AND RESOURCE MANAGEMENT

Respect for private property rights is fundamental to a successful wealth-creating liberal democracy.
As a general rule New Zealand's planning legislation needs to enable property development so as to
allow proprietors to generate wealth and productivity. Private ownership of land is critical to
investment decisions. However, ownership alone will not trigger investment and wealth creation.
The latter needs to be enabled by planning rules that permit investors to develop land without being
unduly hindered by poor quality regulation and vexatious litigation.
Local and regional councils enjoy excessive planning powers (some of which have been further
entrenched through recent changes to the Resource Management Act 1991). In order to address
poor quality planning outcomes, greater weight should be placed on the jurisprudence set down by
the Environment Court (as opposed to local government) when determining the appropriateness of
individual plan changes and resource consent applications.
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APPROACH TO LOCAL GOVERNMENT REFORM

The local government sector's behaviour in relation to the compounding cost of its activities has by
and large focused on 'picking winners' (existing residential ratepayers) and 'picking losers' (existing
and future commercial ratepayers and developers). As a result, the local government sector has
emerged as a significant hindrance to strong productivity-driven economic growth.

The following options, if implemented, would go some way to enabling the local government sector to
contribute to (as opposed to hindering) national investment and wealth creation:

• the Government should identify and prescribe a set of core functions that the local
government sector should perform. This work-stream should firstly consolidate the legal
responsibilities and prohibitions that apply to the local government sector;

• section 12 of the Local Government Act 2002 should be amended to clarify and prescribe a
set of core functions that the local government sector should perform. This amendment
would remove the power of general competence;

• as part of an ongoing work-stream to identify ways to improve the performance of local
government, each activity performed by the local government sector in relation to the
provision of infrastructure, services and amenities should be reviewed to determine what
financial and non-financial benefits could be better performed under a corporatised CCO
structure;

• subpart 5 of Part 8 of the Local Government Act 2002 (Development Contributions) should
be repealed;

• the Government should develop a national policy on development contributions, which is
informed by principles that provide for the equitable allocation of cost to reflect both
causation as well as the benefits of growth received by existing and new communities;

• territorial authorities that wish to levy development and reserve contributions in accordance
with the national policy on development contributions should be subject to annual audits to
ensure compliance with that policy;

• concurrent to any statutory provision that enables a territorial authority to charge a
development contribution, should be a statutory provision that gives the developer or
property owner the right to pursue a merit-based appeal of a development contribution. That
appeal should be heard by the Environment Court in the first instance;

• the Local Government (Rating) Act 2002 should be reviewed to implement the key
recommendations of the Independent Inquiry into Local Government Rates;

• all territorial authorities should be statutorily required to adopt a standard approach to the
presentation of accounts. This would represent the first step toward benchmarking the
performance of individual territorial authorities; and
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• all territorial authorities should be required to prepare a fiscal strategy and pre-election fiscal
update (Prefu) on the basis that it would provide a clearer focus for local elections as well as
the Long Term Council Community Plan (LTCCP). Each Prefu would need to reflect a
standard approach to the presentation of accounts.

APPROACH TO EDUCATION

Every New Zealand child should receive a quality early childhood education, which would provide the
basis for learning inquiry and peer relationships. Children should be subjected to a national
curriculum and national standards which emphasises skill development in both literacy and
numeracy.

CONCLUSION

New Zealand will never be as wealthy as Australia unless we embrace policies that generate and
retain wealth. Wealth creation will only occur if New Zealand is unshackled from public policies
devised by central government (and/or local government), which inhibit investment and development
outcomes.

I have enclosed copies of Property Council's manifesto publication, A Roadmap for Reform, which
provides a blueprint for public policy reform. Property Council has no objection to position this
submission on the Taskforce website. Please do not hesitate to contact me if you have any queries
regarding this correspondence.

Yours faithfully

Connal Townsend
Chief Executive

Enc!.


